
���������	�
�����
�
�	��
����	��	��
���	��
��
�����

��
������	���������	�������	��	������	����	���
������	
�������	���	�
������	

����	 	�!"

���������	
����
���
���������
��

����������	���������
����������
��

�

�
�����������

�

����	��
�
�����������������	
�
��

�
���������

��

�������

��������
��

��� �����	
��

!�"
#��� 
�
��

��������������
��

��

$��
����%��	��������
��

&���'������
��
���

(�%�(����

�)��

(�
 ����
'��������*
��

�����"���+� ������
��

����"�������,��
���#������������

&���'����
�

����


��
��

(��

������
��

(��
��

��$��

&�
����
��
���
��

�
�
����#
���*������

#$%$&%'##(	����
	���	�)���	

	

�	����	*�
����+	����
����	
�)),	-��	��)�*�	
�*�����	
)���	

	

Although advancing issues and volume dominated today's trading, it did not feel like a market that was 
about ready to lift out of the trading channel which we have been in for a few weeks.  All of the major 
indices remain in the red for the year despite the results of the last two trading days. 

 

The Obama partisans in Congress are sure that a $885 billion additional stimulus will reverse the 
deleveraging process and put the country firmly on the road to socialism.  Of course, they are not concerned 
with adding $2 trillion additional debt onto the backs of the taxpayers. 

The entire bailout is nothing but stupidity and cronyism at work by individuals who have little faith in the 
capitalistic system.  People that work hard, save, and read their contracts with banks and other financial 
institutions are getting royally shafted ... I am afraid that the republic is in deep trouble. 
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The government extended to Bank of America an additional $138 billion which includes a cash payment of 
$20 billion and loan guarantees $118 billion. The company's dividend was lowered to $.01 vs. $32. The 
government’s actions were taken to help the bank absorb loan losses associated with the Merrill acquisition, 
BoA CEO Lewis said it was in the best interest of the country and their shareholders to go forward with the 
original terms of the deal. The bank announced that they lost $1.79 billion in the fourth quarter which 
does not include a $15.3 billion loss at Merrill. Why aren't not the shareholders of Bank of America 
screaming for the heads of the bank and the board of directors.  What happened to the concept of due 
diligence and responsibility? 

The following charts of JPM, BAC and C should be a warning to every depositor and/or shareholder of 
these institutions. 

 

 

 

There were rumors heard on several blogs that BAC and C might be nationalized over the weekend or that a 
bank holiday might be imposed.  Remember that Monday is a national bank holiday ... perhaps, obtaining a 
little extra cash in the next few hours would be prudent ... after all, going to the Obama inauguration is 
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bound to be expensive. 

Reduction of consumer spending helped the consumer price index to fall while industrial production took a 
bath.  Falling energy prices enabled consumer sentiment to edge slightly higher.  

Foreign interests reduced their holdings of long-term U.S. securities in November by $21.7 billion.  The 
reductions were from both governments and individuals.  Looks like the U.S. Treasury might be in a wee 
bit of trouble trying to finance over $2 trillion of new debt in this fiscal year if foreign investors start 
liquidating their U.S. holdings. 

Net capital inflows in November to the U.S. fell to $56.8 billion from $260.6 billion in October 2008. 

The U.S. dollar index took a fall today dropping 50 cents.  Gold moved higher closing at 842.70. Silver also 
moved up to 11.27.  Crude oil was slightly higher today. 

 

 

We made no changes in the portfolios today.  Have a great weekend! 
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Bank of America is now back at the bailout window seeking funds to help swallow the Merrill Lynch 
purchase. Some analysts are warning that Bank of American could take a $20 billion loss in the last quarter. 
And JPM is perhaps now realizing that some of the bargain basement purchases it made last year were 
cheap for a reason as it reported a 76% drop in profits for the latest quarter.  More taxpayer money down 
the tubes.  

Rumors circulated today that Bank of America and the banking industry might need $200 billion in 
additional capital or guarantees from the government on bad loans.  

Another one was that Citibank would be nationalized over-the-weekend. You have to wonder about the due 
diligence performed by Citi when it paid Pandit $800 million for his Corporate Special Opportunities hedge 
fund which is not worth about 3 cents on the dollar to investors and Citi is losing another $450 million in 
credit lines and $320 million in equity it added to the fund. 

Of course, the fact that JPM has about 50% of all the derivatives outstanding is not considered relevant by 
many investors.  But it will become relevant in the near future. 

The producer price index fell as energy prices dropped.  On a yearly basis, the PPI is now in negative 
territory. 

 

The economy continues to show weakness as new jobless claims increased in the latest week to 524,000 vs. 
470,000 last week.  Continuing claims fell to 4.497 million as benefits for many workers ran out. 
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Both the Empire State report and the Philadelphia Fed Survey continued to show an economy in contraction 
although the rate of contraction slowed as shown in the following chart. The Empire State report was down 
for the fifth consecutive month. 

 

GM is cutting its estimate for 2009 U.S. auto sales to 10.5 million units, the lowest in 27 years.  Of course, 
a major problem for many industries including auto's is a large amount of over-capacity. 

One of the constraints upon the market has been the withdrawal of $150 billion from hedge funds in 
December.  The hedge funds industry has now shrunk to about 50% of the funds under management just a 
year ago. 

We made no changes in the portfolios today. 
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The market gapped down and then managed to close at or near the lows for the day. While volume picked 
up on the NYSE, it was down on the NASDAQ suggesting that panic and/or capitulation is still not here. 

Every major index we track is now in the red for the year ... not a good way to start.  December's retail sales 
report began the slide at 2.7% down from November for a sixth straight month of declines. Year/year retail 
sales are down 7.9% with ex-auto's down 5.6% suggesting the consumer is drawing in their horns. 

 

 

Export/Import prices continued to fall as world-wide demand is disappearing. 
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As sales have turned down, sellers have found it difficult to reduce inventory levels and the business 
inventory to sales ratio continues to move higher as shown in the following chart. 

 

Lower interest rates helped boost refinancing activity but did little for new and existing home sales. 

Crude oil inventories continued to rise during the latest week as demand continues to decline ...  a trend that 
should see oil prices fall further. 

 

The Fed's Beige Book was released today for the next FOMC meeting.  They should change the title to the 
"Black and Blue Book."  It reported gloomy conditions for the economy across a wide range of the 
economy with employment declining further and a housing industry that still is looking for a bottom. 

We sold from the Aggressive portfolio today DE and BUCY.  We made no other changes in the portfolios 
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today. 

#$%$1%'##(	����
	���	�)���	

	

���	*�
���	��	��	��

������	���	��	*���	��
	���	2�����	

	

After yesterday's downdraft, today saw the markets struggle to contain the damage. Volume on the NYSE 
was about the same as Monday while it increased about 10% on the NASDAQ.  The number of issues 
advancing was higher than their counterparts.  As a result, the market ended mixed. 

The trade gap in November shrank sharply to $40.4 billion from a revised $56.7 billion in October 
reflecting a drop in energy prices as U.S. consumer demand declined.  U.S. Exports also shrank as 
worldwide demand was also constrained.  

 

Retail sales continued to weakened in the w/e January 10th and fell lower than the consensus estimates for 
both of the major reports. 

The downturn in business activity can be seen everywhere. Grim news is pouring out of nearly every corner 
of the world including China, Japan, the Philippines, the U.S., New Zealand, and the UK. Almost every 
forecast of activity issued within the last 60 days is being revised downward.  The deleveraging is getting 
serious. 

Sentiment of small U.S. business posted its second lowest reading in 35 years according to the National 
Federation of Independent Business.  The report stated that "profit trends are terrible, and since 80% of 
costs are compensation costs, owners had no choice but to trim jobs ..." 
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Speaking in London, Helicopter Ben suggesting that even more money might be required to turn the 
economy around.  Some people just never learn ... and particularly, those who don't believe in a capitalistic 
system. According to CNBC.com, 
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Placing more debt onto a financial system already in bankruptcy, will not enable the financial system to 
avoid bankruptcy ... it will just increase the pain and hasten the demise. 

The Treasury budget has now accumulated a deficit of only $485 billion in the first quarter of FY 2009 ... 
equal to the previous FY's entire deficit.  Moreover, it represents almost half of the Congressional Budget 
Office's initial expected deficit for FY 2009 ... perhaps, they will need to revise that figure. 

 

Standard & Poor's affirmed U.S. AAA rating, but said risks to the country's top sovereign rating have 
increased "noticeably" since September. S&P's "reasonable worst-case scenario" sees net general 
government debt rising from its 2008 level of 42% of GDP to as much as 75% by 2011. You have to 
wonder whether S&P issued this rating with a straight face ... obviously, the U.S. does not qualify based 
upon the criteria. 

The U.S. dollar index gained a whole dollar today. The yield on the 10 year Treasury fell to 2.3% while the 
LIBOR rate dropped to 1.09%.  Crude oil was up slightly. 

The Treasury market for U.S. bonds remains treacherous for bond-holders.  Rates rarely stay this low and 
when they do begin to rise, watch out. 

Today, we sold TSCO and CAT from the Aggressive portfolio.  We also sold TWGP from the Conservative 
portfolio which places the Conservative portfolio 100% in cash.  There were no other changes in the 
portfolios today. 

Yesterday, we were trying to recover from a computer virus picked up on the trip and the Musings page did 
not have all the links.  We trust that today's is back to normal. 

Today, we sent notices via email to the Marina del Rey attendees about accessing files.  Also, we sent 
everyone an email about access to the 2008 portfolios.  

There remain a few seats for both the Dallas January 24 Stock Selection Strategies meeting and the Houston 
February 13 workshop.  Go to the Upcoming Events and register if you want to attend.  We limit attendance 
at the workshops.  
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The slide continues. 

	

Another distribution day for the Big Board today.  Declining volume on the NASDAQ kept that index from 
registering another distribution day.  Nevertheless, the markets closed near their lows for the day. 

We spent all of Sunday and Monday driving back from Marina del Rey, arriving in Dallas after 8 p.m. 
Today's Musings will be short. Listened to Bush's final press conference and found him taking a few swipes 
at the press.   

Obama asked President Bush to request the final $350 billion from Congress of TARP funds.  UK Prime 
Minister Brown is trying to match the U.S. by announcing a $750 million two year stimulus growth 
package ... and wants to remove transparency from currency being issued.  And you have to wonder how 
Obama's stimulus plan will create all those new jobs ... few details are available ... in the meantime, Obama 
has moved from a $750 billion stimulus creating 2.5 million jobs to a $850 billion plan that would create 3 
million.  Then, in the latest version, his $1 trillion stimulus will create 3 million jobs ... what a nice bubble 
Obama has put forth ... you have to wonder when any investigative reporter will begin to ask hard questions 
about the jobs expansion plans. 

Citigroup is spinning off its Smith Barney brokerage to Morgan Stanley according to some reports.  Bank 
of America expects to lose a few more billions in the latest quarter.  JPM continues to march lower.  Is it 
possible that JPM is getting ready to fail?  

Crude oil fell to under $38. Gold fell hard as commodities took a tumble.  The yield on the 10 year Treasury 
note fell to 2.31% while the LIBOR rate fell to 1.16%. 

We made no changes in the portfolios today.   
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With the rally under pressure, did today terminate the rally? 
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