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Lousy economic moved the market lower as the pork in Obama's stimulus package began to also surface.  
And the U.S. voters thought that they were voting for change! 

The worst GDP quarterly reading in 27 years helped the market to move lower and the data did not improve 
during the day.  Look anywhere and you have to hope that 2009 finds a way to stop the downtrend. 

 

Job losses continue to rise while the Chicago Purchasing Managers index continues to fall to the lowest level 
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since 1982.  

 

The employment cost index (ECI) rose in the 4th quarter putting pressure upon profits.  While the consumer 
sentiment index was up slightly, the consumer faces wealth destruction, a reduced job market, declining 
housing prices, increased real estate taxes, tight credit and probably an economy falling into a depression 
mode.  Into this mix is riding the monetary and financial authorities pushing out 0% interest to the banking 
institutions and inflating the money supply which will ultimately lead to at least stagflation and perhaps, 
hyper-inflation. Even Morgan-Stanley now sees the possibility of hyper-inflation raising  its head. 

LIBOR is now at 1.18% and the yield on the 10 year Treasury note is 2.85%, an increase from just over 2% 
in mid-December.  Treasury bonds look to me like a good short.  The continuing need for the U.S. Treasury 
to issue mega amounts of debt to finance the deficits will ensure that interest rates will increase. While the 
dollar rose in today's trading, so did gold, silver and crude oil. 

 

 

We covered the QQQQ and SPY positions in the Aggressive portfolio today and went short.  We probably 
should have stayed with the 8x20 signal before we made the previous trade .. oh, well, win some, lose some.  
In addition, we went long V in the Aggressive portfolio today. 
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The good news about today's market is that volume was lower than yesterday. However, the economic news 
was bad enough that investors were concerned that the "market in confirmed rally" might be quickly 
reversed. 

From the opening, the market gapped down and then continued to search for lower levels all day. Durable 
goods orders were down for the fifth straight month declining 2.6% in December.  

	
 Initial jobless claims moved higher in the week ending January 24th to 588,000 while continuing claims rose 
to 4.78 million, the highest level in 40 years. 
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�
New home sales fell 15% from December and inventory at 13 months supply is the highest in history.  The 
housing sector continues in trouble. 

 

The loan modification program requirements are slightly insane.  To qualify, just stop paying your mortgage 
and/or credit cards.  To qualify for aid, the homeowner must be at least 60 days past due on their mortgage.  
At the same time, the homeowner must be able to make a reduced monthly payment and a job.  Sounds like a 
recipe for disaster to me. 

The hope that home sales were improving based upon existing home sales statistics is just wishful thinking. 
From the Mr. Mortgage website, the chart below shows a CA housing market languishing with ‘organic’ 
sales (pink) at an all-time low. This, while loan defaults (yellow) – a leading indicator of foreclosures, 
REO and home price depreciation – are at an all-time high. Note that organic sales in a part of total sales 
and not to be added together. 
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If you want to read more about the California mess, click the link above. 

Andrew Hughes suggests that the TARP bailout will not work because of the large exposure to derivatives of 
the banking system.  You might want to read his essay. 

Today's sale of $30 billion of five year Treasury notes required an increase in the yield rate.  Today's auction 
was the last sale of $78 billion in U.S. notes and bonds sold by the Treasury.  It would appear that investors 
are beginning to have indigestion and in time, interest rates will have to increase. Yesterday, the FED 
threatened to monetize the sale if necessary.  When it does, watch out. 

David Rosenberg, the chief economist at Merrill Lynch, has acknowledged that the economy is now not in a 
recession but in a depression. He cites these inconvenient truths: 
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One has to wonder when the economists at the Conference Board will agree that a depression is here. 

Gold closed higher at 908.23 today while silver also closed higher at 12.35. 

 

We made no changes in the portfolios today. 
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Volume increased across the board today as advancing issues and volume dominated trading today. The 
NASDAQ 100 and the AMEX finally edged into plus territory for the year while all the others remain in 
negative territory.  The S&P 500 was up for four days in a row. 

Job losses continued to be announced while several companies reported terrible earnings.  Interesting, the 
media spun the facts by suggesting that a couple beat the consensus estimate of their losses.  Simply 
amazing.  Bad is bad. Less bad is still bad. 

The FED left the fed funds target rate unchanged while agreeing with my analysis of the economy in 
yesterday's Musings. The FED and Treasury are considering a "bad bank" plan to "purchase longer-term 
securities if evolving circumstances indicate that it would be effective in improving conditions in credit 
markets." 

In the Aggressive portfolio, we cover our shorts in the QQQQ's and SPY's and went long shortly after the 
opening. We also purchased SGP in the Aggressive portfolio today.  There were no other changes in the 
portfolios. 

#$%'>%'##(	����
	���	�)���	

	

���	,�
���	����	��	�����	��	)���
	��)�,��	

Page 6 of 10Stock Watch List & Market Commentary

1/30/2009http://www.stratinv.net/Sub/Musings.php



	
Did a quick trip to Houston on business so was not able to follow the market closely today. Arrived back 
about 6 p.m. and found an ice storm beginning to snarl traffic throughout the DFW metroplex.  The morning 
commute for most workers will be interesting.  

We note that new 52 week lows continue to exceed new 52 week highs while advancing issues and volume 
were dominant.  Investors are probably waiting for the FED to comment tomorrow. 

But what do they know that you don't already?  Job losses are accelerating, interest rates are beginning to 
climb, the dollar is acting poorly and earnings are lousy. Home prices continue to fall while mortgage rates 
edge higher.  Retail sales continue to show weakness. The consumer confidence index fell to a record low in 
January and the index is 41 years old. Besides what do they have in their tool chest except printing more 
money. 

Government bailouts continue to be proposed as the solution to an insolvency problem and that is sheer 
nonsense.  Trying to stop a deleveraging economy by adding more debt just lets the taxpayer drown a little 
faster.  

We made no changes in the portfolios today. 
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The market traded less volume today than Friday.  Pfizer's volume at one time accounted for almost 30% of 
total volume as Wyeth agreed to be merged.   

Although existing home sales increased 6.5% in December, the housing sector is still in trouble as median 
prices fell 9.3%.  Of the existing home sales, 45% were of distressed properties which helped reduce the 
inventory from 11.2 months to 9.3. 
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The financial stocks continue to show weakness and ended down by 2.1% in today's trading. 

Despite the economic stimulus package proposed by Obama with a large amount to infrastructure, Caterpillar 
fell to a new multi-year low as it issued downside guidance and announced lower than expected earnings.  It 
also announced that it would be cutting 20,000 jobs.   

Home Depot is also cutting 7,000 jobs while Sprint Nextel is going to slash 14% or 8,000 employees.  
Anyone think that the job market is stabilizing?  

The U.S. dollar index fell almost a dollar today, closing at 84.56. The yield on the 10 year Treasury note 
continued to rise and closed at 2.64%.  The U.S. Treasury is facing a double-barrel problem ... a need to 
finance about $2.5 trillion in debt in FY 2009 while the dollar is shrinking in value and interest rates are at 
historic lows.  Something is going to change that picture in the near future. 

 

We made no changes in the portfolios today. 
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The market opened gap down and spent the rest of the day trying to recover.  At the close, only the DJIA 
remained in the red.  Volume on both exchanges fell from Thursday.  However, for the week, the markets 
lost about 2%.  The following chart shows the damage for the ytd: 

 

Bargain hunters were out in force and helped tech, energy and financial stocks to move higher.  At the 
opening, losses of more than 2% were seen in most averages.  Crude oil was up almost 25% in the last 
month. The U.S. dollar index appears to be struggling at a resistance level. 

 

Geithner looks to be confirmed as Treasury Secretary.  Goldman Sachs just upped their estimate for treasury 
debt issuance to $2.5 trillion in FY 2009.  Perhaps, the new Treasury Secretary will be begging the Chinese 
shortly to buy our debt at 6% rates for 2 years.  Better be nice to the people with the gold. 

There was a dearth of economic news today ... at least, a day of relief rather than another round of dismal 
results. 

The HUI index has now doubled since its low of 150 back in October 2008.  Today's price action was very 
positive.  Gold moved back over $900 today, a three week high.  Guess the PPT was asleep. 
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Tomorrow, the Stock Selection Strategies workshop here in Dallas is sold-out and in the interest of time, 
today's Musings will be short.  The same workshop will be held in Houston on February 13th.  Seats are still 
available for that event. 

We made no changes in the portfolios today.  Have a great weekend! 
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