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Markets Diary 5:13 p.m. EST 02/20/09
Issues NYSE Nasdag Alternext
Advancing 766 788 156
Declining 2,341 1,924 378
Unchanged T0 139 65
Total 3177 2,851 557
Issues at
New 52 Week High 3 Tl 8
New 52 Week Low 580 428 35

Share Volume

Total 2117570439 2,147 483 647 14,518,628
Advancing 511,960,070  1,453,084,725 7,232,028
Declining 1,597,855,329  1,098,963,071 6,345,000
Unchanged &,155,040 18,515,713 841,510

Just as the market made new lows (the DJIA beingndalmost 200 points), the PPT showed up after
lunch and drove the market higher ... but evenPR& could not prevent a distribution day as moshef
indices fell into the red at the close despitesfitirts. Only the NASDAQ 100 and the HUI managecenhal

in positive territory. It was the lowest close tbe DJIA in 11 years.

Was it not just two days ago that Mr. Greensparclpnmed stocks to be "cheap." Today, as the DJIA
continued to move lower, they just got cheapert tBat does not mean that they have reached arhotto
Today, one of our subscribers called to see ifit ime to buy ... it is generally a bad bet to bafpre the
tide has turned.

Volume on the NYSE picked up significantly. Dedatig issues swamped advancing issues and new 52

week lows were near record levels. It was not@dgday for investors with long positions and/or nait
funds. As fear began to creep into the marketytottee price of gold went over $1,000/0z.
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Despite expectations that the consumer price imdgkt be negative, the January CPI reversed timel to¢
the previous three months and show an increase#6.0
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The news wires are abuzz with the possibility ailbaationalization. Citigroup, Bank of America, ge
Fargo, and JP Morgan Chase are possible candidatesmuld not surprise me if C and BAC were
nationalized this weekend. If nationalization os;wommon and preferred shareholders get wipedioait,
stock goes to zero, and the owners become the boldérs and taxpayers.
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WEFC (Wellz Fargo & Co.) NYSE @ StockCharts.com
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What | find most surprising is that the companyhvitie highest derivatives continues to out-perfother
money-center banks.

Last night, Richard Russell in his newsletter comime that the DJIA had confirmed a bear market with
the DJTA average. Where does it end? Russelkestag) that when P/E ratios returned to singlesthige
might see the end of the bear market. AccordinBdoon's, the P/E ratio is now 18.6 for the DIt a
17.9 for the S&P 500. Does that mean the DJIAloaa another 50%?

GM sent SAAB into bankruptcy in Sweden as it ttieggrapple with its horrendous cash-flow problem.
Citi also stopped making loans in Denmark todawdtld look like things are not getting any better.

We made no changes in the portfolios today. Hayeat weekend.
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Markets Diary 4:33 p.m. EST 0213/09

lssues NYSE Nasdaq Alternext
Advancing 856 892 178
Declining 2,215 1,788 327
Unchanged 85 189 63
Total 3,166 2,839 558
Issues at

Mew 52 Week High 2 6 6
New 52 Week Low 299 27 28
Share Volume

Total 1,485541,401 2,048 465 161 11,758,470
Advancing 386,325,730 368,563,088 3,007,750
Declining 1,072,500,531  1,636,734,229 7,731,620
Unchanged 26,715,230 43 167 844 1,018,100

Whether it was a distribution today is of little sequence. New 52 week lows, breaking November
support, declining volume and issues dominatingith the DJIA breaking November support and a# th
indices making new lows for the year ... clearhe market was in trouble today as it closed atear the
lows for the day.

With the DJIA falling below November's lows, theeds cast for a possible move downward. Could ee b
looking for the DJIA to find the 6,000 level? Bdon't forget that the DJIA is not supposed to heve
stock in it that is below $10/share.
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The VIX remains in high territory.
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Economic news continues to suggest a slowing andrideating economy. The producer price index
actually was higher in January as energy reboundéely jobless claims remained high at 627,000 and
continuing claims made a new record high at 4.98fom A huge jump in the money supply helped the
Conference Board's index of leading economic intdisato rise ... be careful how you interpret that
increase.

The Philly Fed survey fell to a new low as shownhia following chart. It is getting downright ugly
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We made no changes in the portfolios today.
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arkets Diary 4:48 p.m. EST 02/18/08
lssues NY SE Nasdaq Alternext
Adwvancing 383 952 171
Declining 2,185 1,711 314
Unchanged 83 162 72
Total 3,181 2,825 557
Issues at

New 52 Week High 2 T i
New 52 Week Low 324 260 28
Share Volume

Total 1,434,827 710 2093277 365 10,428,380
Advancing 450,395,950 505,068,540 3,861,500
Declining 932,514,950 1,108,086 544 5,457,100
Unchanged 12,015,810 79,122,181 1,108,780

Volume dropped today as the markets probed Noveslmws. The result was a mixed market for the
indices although declining issues and volume weagadn than their counterparts. Could a bottom be
forming or are we waiting to drop lower ... who kvs?®

Today's economic news would indicate that the eggnis still not improving. Although lower mortgage
rates helped mortgage application to increasethfigthe level remains near historic lows. Themnafice
index did move higher as consumers with decentitcradhed to lock in lower rates. However, lower
mortgage rates are not generating significant ésteamong home buyers.

Housing starts saw further deterioration in Janufaliing 56.2% from a year earlier and below fasts.
Housing permits also fell as homebuilders are ifighhigh levels of unsold homes, falling prices,ake
demand and restricted credit.

The two retail sales reports today failed to agnreevhether the sector was improving despite waratfrer
helping Valentine and President's Day sales.

Industrial production for January continued to caat with motor vehicles falling 23.4%. Capacity
utilization is at its lowest level since 1982.
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Credit default swaps on U.S. Treasury debt climteé new high today following Obama's signing the
stimulus package into law. CDS widened 8.5 basimtp to 90 basis points per year for five years
according to Markit. Less than a year ago, CD8ddaat less than 10 basis point. Swaps on German
sovereign debt rose to 85 basis points, lower thahof the U.S.

Gold and silver continued higher in today's trading

TR

15,000

http://www.stratinv.net/Sub/Musings.php 2/23/2009



Market Musings Commentary Page 7 of 10

We made no changes in the portfolios to

#3$%)*%SHH& '
7,552.60 < sre%  1,A70.66 & e

7. 200
7,200
7. 700

T.600
T.500

Markets Diary 4:53 p.m. EST 02117/08
lssues NYSE Nasdaq Alternext
Advancing 218 399 128
Declining 2,885 2230 381
Unchanged 45 119 57
Total 3,159 2,798 566
Issues at
Mew 52 Week High 2 3 4
New 52 Week Low 238 205 28

Share Volume

Total 1605512657 2,147,483 647 13,438,852
Advancing 69,445 710 483,191,045 5,963 500
Declining 1530,831,257  1,306,862,794 5,598,852
Unchanged 5,235 530 7,300,014 878,300

The market opened gap down. It was definitelyserihution day for the major indices as they dlll e or
near their lowest levels for the year. The DJIAswhse to taking out its previous low on Octoh@r 2
2008 of 7552.29. Only 0.31 points lower and thitcal support level would have been breached. The
indices for the year are either making or closméking new lows as shown in the following table.

AMEX Comp 1397.53 1,364.46) -33.1 -2.4%
DJlA &776.39|7,652.60 -1223.8 -13.9%
HUI 30241 31919 16.8 5.5%
Nasdaq 100 1211.65 1,187.04 -24.6  -2.0%
Nasdaq Comp 1577.03 1,470.66 -106.4  -6.7%
NYSE Comp 5757.05|4,939.11 -817.9 -14.2%
Russell 2000 499.45| 428.90 -70.6 -14.1%
S&P 400 538.28| 48411 542 -10.1%
S&P 500 903.25| 78947 11441 -12.6%
S&P 600 268.73| 22514 436 -16.2%

It was very obvious that there was a surplus déseln today's markets ... every rally attempletaio get
traction after the markets dropped to the lows 8tutes after the opening.

The Empire State Manufacturing report took anotien for the worse and the expectation of an early
rebound in the economy was dashed. The Empire 'Sigetaeral business conditions index, offering an
early indication of economic conditions in Febryadyopped more than 12 full points to -34.7. Thevne
orders index fell nearly 8 points to -30.5. Botkdé readings are record lows.
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Empire State Manufacturing vs. Philadelphia Fed Survey
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The Treasury International Capital report indicatieak foreign interests continued to sell agencyistes
although China increased its holdings of U.S. Tugas. Mainland China now holds 22.3% of foreign
Treasury holdings while Japan continues to redisdealders to 18.5% of foreign Treasury holdings.

Bonds yields dropped as investors went for safdtye 10 year US Treasury note fell to 2.6% today.
However, high yield bonds saw yields move high&onald Trump filed for Chapter 11 bankruptcy
protection for his Trump Entertainment Resortsurr@mmmunity banks fell on Friday bringing the {a@
13 for the year.

Moody's is threatening to downgrade financial tasibns with relationships with Eastern European
banking. As a result, the Euro tanked today adidéhcial stocks.

State and local governments are discovering sesbasgfalls in the amount of sales taxes collectdd.a
result, many state and local governments are facingerious decisions about expenditures and
personnel cutbacks according tdvike Shedlock and others.

6% state and local gover sales tax receip
real yoarly change, 1959-2009Q1
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Yearly change in state and local g t sales tax ipts, deflated by the

price index for state and local governmant purchases, from the national income
accounts. Data for 200301 is a TLR estimate, based on the states in our tax survey.

The reduction in sales taxes is primarily an intiicathat the consumer is beginning to deleveragkas a
result, the savings rate is headed up ... 3.6%rtestth. However, the overall effect is a change in
consumer spending that will cause overall GDP t@fessured as the Consumer was approaching 72% of
the economy. As the consumer deleveraging proo@ssnues it will have massive implications for the
credit markets.

The losses of banks have caused them to reduct liméts and cancel cards while increasing rat&he
net result is that consumers are changing theithahd with the home refinance ATM under presstire,
stage is set for household debt to contract sigmifly in the coming months. The following chadnf
www.contraryinvestor.com shows the y/y change in household debt outstanding
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Yr/Yr Change In Household Debt Outstanding
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Markets Diary 5:51 p.m. EST 02/13/09
lssues NYSE Nasdaq Alternext
Advancing 1,182 1,300 257
Declining 1,877 1,436 303
Unchanged 104 ilif 66
Total 3,163 2909 626
Issues at
New 52 Week High 3 ] &
New 52 Week Low 43 T 23
Share Volume
Total 1,238,056,720 1,995,288 405 11,090,676
Advancing 358,117,660 827,764,752 4,407,345
Declining 868,012,110 1,156,735473 5,120,930
Unchanged 11,926,950 10,788,180 1,472,400
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With jobs disappearing at 600,000/month, consuraegsiefinitely pulling in their spending patterndl/e
are seeing an increasing number of small retaflesfarestaurants, and wholesale operations thandep
upon consumer spending being closed during thetyastveeks.

While California and Kansas are facing bankruptiog, situation is difficult for almost all statecl and
school districts in the U.S. It will be real ingsting to see if most bureaucrats opt for incregsires
further or get serious about reducing expenditures.

In the Precious Metals portfolio, we sold CCJ tad@tere were no other changes in the portfolios.

With a three day holiday on the horizon, today'skeavolume was light preventing another distribati
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day from being added to the cou However, declining volume was certainly apparerdll markets

The only piece of economic news was a lower consisemetiment number in February (56.2 vs. 61.2 last
month) from the University of Michigan.

University of Michigan Consumer Sentiment
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Although the stimulus bill appears to be a certaittiere remains considerable doubt as to itstafeetess
in changing the direction of the economy.

We made no changes in the portfolios today. Hageeat Valentine's weekend. At least, Friday tBth1
did not result in a market crash.
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