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A weak morning, afternoon rally but volume remained

low.

Markets Diary
Issues
Advancing
Declining
Unchanged
Total

Issues at
New 52 Week High
New 52 Week Low

Share Volume
Total
Advancing
Declining
Unchanged

NY SE
2,029
1,065

3,185

1,608,421,032
1,017,170,900
574,208,012
18,041,120

§:10 p.m. EST 0118/09

Nasdaq Alternext
1,518 372
1,226 210
152 57
2,885 639

6
54 11
2,241,460,435 11,262 550
1,518,857,033 7,347 570
543,008,795 2.951,080
78,455,607 963,500

Although advancing issues and volume dominatedytsdaading, it did not feel like a market that was
about ready to lift out of the trading channel whige have been in for a few weeks. All of the majo
indices remain in the red for the year despiteréiselts of the last two trading days.

AMEX Comp
DJIA

Hul

Nasdaq 100

NYSE Comp
Russell 2000
S&P 400
S&P 500
S&P 600

Nasdaq Comp

1397.83  1,383.19
&776.39 8,281.22
302.41 274.81
121165 1,198.14
167703  1,528.33
5757.05  5,387.50
499.45 466.45
538.28 516.75
903.25 850,12
268.73 247.89

-14.3 -1.0%
-485.2 -5.6%
-27.6 -9.1%
-13.5 1.1%
477 -3.0%
-369.5 -5.4%
-33.0 -6.6%
-21.5 -4.0%
-63.1 -5.9%
-20.8 -F.8%

The Obama partisans in Congress are sure that & BB&n additional stimulus will reverse the
deleveraging process and put the country firmlghenroad to socialism. Of course, they are noteored
with adding $2 trillion additional debt onto thecka of the taxpayers.

The entire bailout is nothing but stupidity andrgrism at work by individuals who have little faiii the
capitalistic system. People that work hard, savel read their contracts with banks and other firzhn

institutions are getting royally shafted ... | afraal that the republic is in deep trouble.
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The government extended to Bank of America an emtdit $138 billion which includes a cash payment of
$20 billion and loan guarantees $118 bhillion. Tleenpany's dividend was lowered to $.01 vs. $32. The
government’s actions were taken to help the baskrbloan losses associated with the Merrill adtjois
BoA CEO Lewis said it was in the best interesthef country and their shareholders to go forward wie
original terms of the deal’he 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 boldirectors. What happened to the concept of due
diligence and responsibility?

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

JPM (P Morgan Chase & Co.) NYSE @ StockCharts.com
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C (Citigroup, Inc.) HvSE @ StockCharts.com
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There were rumors heard on several blogs that BA®CGmight be nationalized over the weekend orahat
bank holiday might be imposed. Remember that Mgrigla national bank holiday ... perhaps, obtairdng
little extra cash in the next few hours would bademt ... after all, going to the Obama inaugurat®
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bound to be expensive.

Reduction of consumer spending helped the conspne index to fall while industrial production toa
bath. Falling energy prices enabled consumerrsenti to edge slightly higher.

Foreign interests reduced their holdings of lormgatd).S. securities in November by $21.7 billionheT
reductions were from both governments and indiMgludooks like the U.S. Treasury might be in a wee
bit of trouble trying to finance over $2 trillionf mew debt in this fiscal year if foreign investostart
liquidating their U.S. holdings.

Net capital inflows in November to the U.S. fell$66.8 billion from $260.6 billion in October 2008.

The U.S. dollar index took a fall today droppingcdgts. Gold moved higher closing at 842.70. $ihlso
moved up to 11.27. Crude oil was slightly highetay.

$USD (US Dallar Index (ECDY) INDX @ StockCharts.com $GOLD (Gold (EODY) INDX, @ StockCharts.com
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We made no changes in the portfolios today. Haweeat weekend!

01/15/2009 After the Close
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The markets ended up despite bad economic data.
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Markets Diary 5:54 p.m. EST 011509
Issues NYSE Nasdaq Alternext
Advancing 1,670 1,601 259
Declining 1,440 1,177 08
Unchanged &3 145 56
Total 3,193 2,927 623
Issues at
New 52 Week High 2 4 1
New 52 Week Low 81 g2 11

Share Volume

Total 1634640234  2484,361,585 12,016,232
Advancing 282 708560 1,688,979 164 5,140,842
Declining T22584,074 791,448,864 4,548,790
Unchanged 28,847 800 23,933,557 2,026,600

Bank of America is now back at the bailout windoeeking funds to help swallow the Merrill Lynch
purchase. Some analysts are warning that Bank afrisan could take a $20 billion loss in the lasanger.

And JPM is perhaps now realizing that some of tAgyain basement purchases it made last year were
cheap for a reason as it reported a 76% drop ffitprfor the latest quarter. More taxpayer moneyd

the tubes.

Rumors circulated today that Bank of America and Hanking industry might need $200 billion in
additional capital or guarantees from the goverrtroarbad loans.

Another one was that Citibank would be nationalieedr-the-weekend. You have to wonder about the due
diligence performed by Citi when it paid Pandit @8fillion for his Corporate Special Opportunitiesdge
fund which is not worth about 3 cents on the dditamvestors and Citi is losing another $450 miilin
credit lines and $320 million in equity it addedte fund.

Of course, the fact that JPM has about 50% oheallderivatives outstanding is not considered relelas
many investors. But it will become relevant in trear future.

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

Producer Price Index
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The economy continues to show weakness as newsgpblaims increased in the latest week to 524,800 v
470,000 last week. Continuing claims fell to 4.48ilion as benefits for many workers ran out.
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New Jobless Claims with 4-week moving average
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ECOMNDODAY ™

Both the Empire State report and the Philadelpkih $urvey continued to show an economy in contracti
although the rate of contraction slowed as showherfollowing chart. The Empire State report wawd
for the fifth consecutive month.

Philadelphia Fed Survey
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GM is cutting its estimate for 2009 U.S. auto sate$0.5 million units, the lowest in 27 years. cofrse,
a major problem for many industries including asts'a large amount of over-capacity.

One of the constraints upon the market has beerwttielrawal of $150 billion from hedge funds in

December. The hedge funds industry has now shiauakout 50% of the funds under management just a
year ago.

We made no changes in the portfolios today.

01/14/2009 After the Close
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Going down, down, down ...
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Markets Diary 426 p.m. EST 01/14/09
lssues NYSE Nasdaq Alternext
Advancing 38 477 118
Declining 2,783 2,263 389
Unchanged 45 kil 54
Total 3,156 2,857 561
Issues at
New 52 Week High 3 1 4
New 52 Week Low 48 54 12

Share Volume

Total 1,418,326,8686  1,946,773,046 12,000,715
Advancing 47,148,810 140,403,283 1,494,800
Declining 1,369,854, 576 1,799 365 369 9,288,515
Unchanged 1,323,500 7,001,384 1,217,400

The market gapped down and then managed to clasenatar the lows for the day. While volume picked
up on the NYSE, it was down on the NASDAQ suggestivat panic and/or capitulation is still not here.

Every major index we track is now in the red fog tkear ... not a good way to start. Decembered ssles

report began the slide at 2.7% down from Novembeafsixth straight month of declines. Year/yeaaite
sales are down 7.9% with ex-auto's down 5.6% suiggethe consumer is drawing in their horns.

Muonthly percent change

Released On: Percent| Aug-08 Sep-08 Oct-08 HNov-08 Dec-08 Jan-09
Released For: of Total  Jul-08  Aug-08| Sep-08 0Oct-08 HNov-08 Dec-08
Retail Sales & Food Services 100% -0.6% -0.7% -1.6% -34% -21% -2 7%

Sales ex autos 81.4% 01%  -11% -0.7% -29% -28% -31%

Sales ex autos less gasoline 70.1% 01% -08% -07% -1.2% -02% -15%
Motor vehicle dealers 18.6% -42% 1.4% -5.8% -5.9% -0.3% -0.7%
Furniture & home furnishing stores 2.5% -0.7% -2.9% -2.0% -1.7% -0.8% -1.8%
Electronics & appliances 2.5% -0.5% -2 7% -0.9% -2 6% 1.5% -1.0%
Building materials 7.2% 0.4%  -20% -07% -22%  -28% -29%
Food & beverage stores 12.9% 0.2% 0.6% -0.3% -0.5% -0.1% -1.4%
Health & personal care 5.4% 01% 0.1% 06% 0.1% 0.5% 0.4%
Gasoline stations 11.2% 0.0% -3.0% -01% -131% -183% -158%
Clothing & accessories 5.0% 04% -07% -41% -25% 0.1%| -28%
Sporting goods, hobhy, etc 20%  -05% -01%| -23% -30% 21%| -04%
General merchandise 13.1% 0.0% -0.7% -0.7% -0.9% 0.8% -1.3%
Miscellaneous retailers 2.6% 21% -34% -0.2% -0.2% -2.9% 0.5%
Monstore retailers T7.0% -0.1% -2.2% -0.8% -2.3% -1.9% -1.9%
Food services & drinking places 10.1% 0.1% 0.2% 0.2% -0.7% 1.0% -23%

Data Socurce: Haver Analytics
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Export/Import prices continued to fall as world-eidemand is disappearing.
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Import and Export Prices
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Data Source: Haver Analytics

As sales have turned down, sellers have foundfiicdlt to reduce inventory levels and the business
inventory to sales ratio continues to move higlsesteown in the following chart.

Business Inventories-to-Sales Ratio
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Lower interest rates helped boost refinancing agthwt did little for new and existing home sales.

Crude oil inventories continued to rise during ldtest week as demand continues to decline rena that
should see oil prices fall further.

Crude Gil Inventories (Exc SPR)
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Source: Energy information Agency & Haver Analdics

Data Souwrce: Haver Analytics
The Fed's Beige Book was released today for theF@MC meeting. They should change the title & th
"Black and Blue Book." It reported gloomy conditgofor the economy across a wide range of the
economy with employment declining further and adiog industry that still is looking for a bottom.

We sold from the Aggressive portfolio today DE &1dCY. We made no other changes in the portfolios
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today.

01/13/2009 After the Close
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The market is in correction ... so much for the O.E.R.

Markets Diary 5:57 p.m. EST 01/13/089
Issues NYSE Nasdaq Amex
Advancing 1,659 1,534 288
Declining 1,462 1,238 250
Unchanged 3 145 62
Total 3,204 2,917 638
Issues at
New 52 Week High 0 2 1
New 52 Week Low 18 32 7

Share Volume

Total 1,258,658993  1,972254,568 10,362,853
Advancing 728,632,823 1,157 644,668 3,727 660
Declining 555,071,570 794 187,026 5,334,573

600 20,423,274 1,300,600

Unchanged 13,9

After yesterday's downdraft, today saw the marketsggle to contain the damage. Volume on the NYSE
was about the same as Monday while it increasedtab@ on the NASDAQ. The number of issues
advancing was higher than their counterparts. fesalt, the market ended mixed.

The trade gap in November shrank sharply to $4@lbrb from a revised $56.7 billion in October
reflecting a drop in energy prices as U.S. consudemand declined. U.S. Exports also shrank as
worldwide demand was also constrained.

International Trade Balance
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updated 11309

ECONODAY ™

Daia Source: Haver Analvtics

Retail sales continued to weakened in the w/e JgriGth and fell lower than the consensus estimiates
both of the major reports.

The downturn in business activity can be seen evlgye. Grim news is pouring out of nearly everyneor

of the world including China, Japan, the Philipginthe U.S., New Zealand, and the UK. Almost every
forecast of activity issued within the last 60 dé&y$eing revised downward. The deleveraging ifirge
serious.

Sentiment of small U.S. business posted its setmndst reading in 35 years according to the Nationa

Federation of Independent Business. The repottdstdnat "profit trends are terrible, and since 86f6
costs are compensation costs, owners had no cheide trim jobs ..."
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Speaking in London, Helicopter Ben suggesting #azn more money might be required to turn the
economy around. Some people just never learnd.particularly, those who don't believe in a calfstic
system. According to CNBC.com,

"Federal Reserve Chairman Ben Bernanke said Tuesday fiscal stimulus alone would not be enough to promote a lasting U.S. economic
recovery and that further steps to backstop banks may be needed."”

Bernanke wants everyone to understand crystal clear that we had better not go thinking we have thrown enough money into the
bank garbage heap, and that now it might be time to go fix the real economy. No, instead, he's insisting we have not spent nearly
enough, and must resurrect the old TARP 1.0 idea -- monetize banking bad assets directly. Presumably, nothing will be "too much" to

spend on the failing banks.

Likely the vacillation this reversal represents, plus the inevitable quality hit to US sovereign debt, is why Treasuries are actually down

on the latest ill wind from Bernanke's word-hole.

Placing more debt onto a financial system alreadpankruptcy, will not enable the financial systém
avoid bankruptcy ... it will just increase the paimd hasten the demise.

The Treasury budget has now accumulated a defiahly $485 billion in the first quarter of FY 2009
equal to the previous FY's entire deficit. Moreoverepresents almost half of the Congressionaddet
Office's initial expected deficit for FY 2009 . efhaps, they will need to revise that figure.

Federal Budget Balance
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updated 11309 |

Data Socurce: Haver Analytics

Standard & Poor's affirmed U.S. AAA rating, butdsegks to the country's top sovereign rating have
increased "noticeably" since September. S&P's trestsle worst-case scenario” sees net general
government debt rising from its 2008 level of 4284®P to as much as 75% by 2011. You have to
wonder whether S&P issued this rating with a stiafgce ... obviously, the U.S. does not qualifgdzh
upon the criteria.

The U.S. dollar index gained a whole dollar todBye yield on the 10 year Treasury fell to 2.3% wliie
LIBOR rate dropped to 1.09%. Crude oil was uphglig

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

Today, we sold TSCO and CAT from the Aggressivefpbio. We also sold TWGP from the Conservative
portfolio which places the Conservative portfoli@0%o in cash. There were no other changes in the
portfolios today.

Yesterday, we were trying to recover from a compuireis picked up on the trip and the Musings pdige
not have all the links. We trust that today'saskto normal.

Today, we sent notices via email to the MarinaRiy} attendees about accessing files. Also, we sent
everyone an email about access to the 2008 pagfoli

There remain a few seats for both the Dallas Jgr2éStock Selection Strategies meeting and thestdou

February 13 workshop. Go to the Upcoming Eventsragister if you want to attend. We limit attenda
at the workshops.

01/12/2009 After the Close from Dallas
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The slide continues.

Markets Diary 5:55 p.m. EST 01/12/09
lssues NY SE HNasdaq Amex
Advancing 732 681 247
Declining 2,376 2,115 366
Unchanged 76 112 5
Total 3,184 2,808 663
Issues at
Mew 52 Week High z 4 3
Newr 52 Week Low 16 28 7

Share Volume

Total 1,297,603,553  1,770,550,145 14,287,544
Advancing 140,762,450 222,011,845 3,518,820
Declining 1,151,695,863  1,532,901,915 9,629,164
Unchanged 5,145.200 15,636,385 §38,500

Another distribution day for the Big Board todaeclining volume on the NASDAQ kept that index from
registering another distribution day. Nevertheléss markets closed near their lows for the day.

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

Obama asked President Bush to request the find $Bon from Congress of TARP funds. UK Prime
Minister Brown is trying to match the U.S. by annoing a $750 million two year stimulus growth
package ... and wants to remove transparency fromercy being issued. And you have to wonder how
Obama's stimulus plan will create all those nevs jobfew details are available ... in the meanti®leama
has moved from a $750 billion stimulus creating r@iion jobs to a $850 billion plan that would ate 3
million. Then, in the latest version, his $1 tdti stimulus will create 3 million jobs ... whani&e bubble
Obama has put forth ... you have to wonder whenimrgstigative reporter will begin to ask hard dies
about the jobs expansion plans.

Citigroup is spinning off its Smith Barney brokeeatp Morgan Stanley according to some reports.kBan
of America expects to lose a few more billionshe tatest quarter. JPM continues to march loveiit
possible that JPM is getting ready to fail?

Crude oil fell to under $38. Gold fell hard as coadities took a tumble. The yield on the 10 yeaabury
note fell to 2.31% while the LIBOR rate fell to £%.

We made no changes in the portfolios today.

01/09/2009 After the Close from Marina del Rey
With therally under pressure, did today terminate therally?

The markets closed the week at the lowest level of the year for many of the indices and at the lows of the day. The
only saving grace was that volume was lighter than yesterday and no distribution days were added to the count.

The employment numbers were not good and the unemployment rate from the Ministry of Truth rose to 7.2%, the
highest level in 16 years while the actual number of those losing jobs (2.6 million) in 2008 was the highest since
WWII.

Moreover, January will probably be worse. Boeing is cutting 4,500 jobs, and GM is talking about huge layoffs to be
announced shortly. Let alone all those part-time retail people who are getting pink slips after the dismal holiday

shopping season.

The Obama stimulus package is running into problems with members of his own party in Congress. Is the
honeymoon over before the inauguration?
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As we have been unable to watch the markets during our travels this week, we decided to let the stocks play out
without stop losses as the first few days of January are often full of gyrations. As Friday closed, we find that was not
a good idea and should have executed our plan to have hard stops in place. Oh, well, we will be home on Monday
and will begin to be more involved in the market.

We made no changes in the portfolios today.

Fred Richards
Strategic Investing
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