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“Was watching my position on TWM (via RUT). As if someone rangeh at

3pm sharp, you could see the index rally straight up to 700 while IWiMdra
straight up to about $69.75. In both cases the numbers are right where big
numbers of futures and options will expire worthless (so the markie¢ns keep

their premium). Remarkable thing to watch - you would think the volumes on
these would be too large for people to "fix" and yet it is ablsas the nose on
your face when you watch it in real time.”
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Maybe someday individual investors will really understand that thdketsaare rigged
against them not only by the government using the PPT, etc., but atbe loptions
players. Caveat emptor! You must understand the concept of "painting the tape."

Today was a great example of a market that was managecddsea Note that new 52
week lows dominated the board while on the NASDAQ down volume was imame t
double up volume yet the index was down only 0.46% on the day. Over on the NYSE,
although the number of declining issues was great as was dedclolurge, the disparity

in volume was not significant. Today was a mixed market as tle 5% managed to
close in positive territory.

Bernanke and Paulson testified before Congress this week andtedgties more easing of
rates would be forthcoming perhaps a 100 bps reduction before the next R@elihg.
Obviously, they have yet to learn that rate cutting won't stleeptoblem and historically, rate
cuts are not good for the markets in recent cycles as shown falltheing chart. As rates are
cut, the S&P 500 has gone down and the inverse is @hewell, Bernanke is still using a 70
year-old playbook that fails to understand the difference betwen a creditor nation and a
debtor nation along with the realization by an increasing numbelof investors around the
world that fiat currencies end up bankrupt.

Economic news was not encouraging. During the week, increases ilnsaé¢a were
ballyhooed as a sign that a recession was not imminent. Of coulstilad look inside
the report shows something very differentBrian _Pretti writing in
FinancialSenseOnlinehad the following chart showing some interesting facets of the
retail sales picture on a year to year basis:

Page 2 of 25



Market Musings by Fred Richards — February 15th, 2008

The Empire State manufacturing index fell to -11.7 in February @dinin January
2008. MOst of the weakness was in new orders and price pressure continue to increase.
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The import price index was higher by 1.7% in January making the annuasact8.7%,
the highest in 25 years.
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“I really don't get it. Why is it that the U.S. fights in Kuwait and in Iraq to enable them to
produce oil to sell to us for $100+? Why wouldn't we send them a bill for about $1 trillion
or more that doesn't make us any money; rather it would just reimburse us for the
financial costs and be paid against our $9.2 trillion in debt, signficantly attributable to
military spending and wars? Yes, | know, and doesn't even deal with the loss of lives we
have sacrificed.

Further, why would we tolerate spending our resources in Afghanistan when they are
supplying 90% of the world's heroin and is funding terrorism against the U.S., not to
mention profiting outrageously from the harmful addictions in our society?

| count myself as a conservative and all that, but | really am having a problem with the

U.S. spending money we don't have and then not expecting some kind of repayment for
the financial outlays. In fact, an expectation of a 10x repayment would seem reasonable
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for the financial burdens we continue to take on. To heck with "peace dividends," what
about a War Dividend?

And as the Hemmingway character answers the question regarding how he went
bankrupt (gradually ... then suddenly!), it is going to be painfully obvious how
anaesthetized we have been when we start getting honest answers that are not cloaked in
political humor.”
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