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3/30/2007 After the Close 

The market was mixed as the 1st Quarter drew to a close! 

The first quarter of 2007 is over and the major indices look bleak. During today's market, we got the feeling 
that the invisible hand of the PPT was guiding today's close towards a positive result. The following chart 
shows the performance of various indices during the 1st quarter of 2007. 
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The repo pool continues to remain at relatively high levels providing the invisible hand of the 
resources to help prevent a melt-down in the markets.  When linked to the "dark pools" of liquidity utilized by 
JP Morgan, Goldman Sachs and ITG, the markets have never been subject to such manipulation as Jim Cramer 
acknowledged in a recent interview. For more information on "dark pools", go to: 
<http://www.finextra.com/fullstory.asp?id=16526> 

Of course, all of this manipulation will ultimately fail and when it does, watch out below.  The U.S. dollar is 
one of the keys to the future.  If it holds above 80, the economic picture will not be greatly different than the 
slow down we now experience.  If, however, it begins falling below that level, we could slide into a recession 
or stagflation easily. 
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The role of the U.S. banking system and dollars is changing. Last week, India's 
agreement with the UAE Emirates Bank to provide a syndicated term loan facility for Russia's 
UralSib.  This is a first transaction of its kind for Bank UralSib, being the 1st Middle East and Asia focused 
syndication for any Russian bank. It would seem that the role of London and New York in international finance 
is starting to have competitors and those competitors are sitting on a lot of deposits in both London and N
York.  One might want to consider what might transpire when those deposits begin moving back overseas to 
their home countries. 

Almost overlooked by most was the announcement today that the US Commerce Department was going to 
impose economic sanctions against China to protect American paper producers from unfair 
Chinese government subsidies. The action reverses 23 years of U.S. trade policy ...

The action means that China's imports of glossy paper will be subjected to tariffs ranging 
from 10.9 percent up to 20.4 percent as a penalty for subsidies that the Chinese government 
is providing for its own companies. 

The Chinese could retaliate by selling US dollars so you might want to be prepared.  Also, did you catch the 
talk by the Saudi King yesterday that the US was in Iraq illegally. Also, several Middle Eastern countries are 
telling the U.S. that our warplanes can not base or over-fly their airspace.  The world is changing.

And then we take a look at the weak auction of 5 year Treasury notes this week.  Foreign investors took only 
19% of the notes, a four year low.  Moreover, looking at the Fed's Balance Sheet shows an increase of $46 
Billion in U.S. Treasuries during the last month.  If the Fed, itself, is buying the securities, the monetization of 
debt has started. 

Personal income rose a robust 0.6 percent in February, following a 1.0 percent spike in January raising fears of 
inflation and dampening investors hopes for a reduction in interest rates at the next FOMC meeting.  Helicopter 
Ben now has ammunition to keep interest rates steady. 

Construction spending moved to the positive side but the amount was not significant. The gain was led by 
nonresidential and public construction outlays. Residential construction continued to decline.  Foreclosures and 
sheriff sales are no longer restricted to sub-prime lenders.  According to one foreclosure buyer, the middle
that over-extended themselves with easy loans are now facing foreclosures on their $500,000 and up homes. In 
Michigan, this week, one house was sold at a sheriff's auction for $1.2 million.  Guess it is just not the sub
primer mortgages in trouble.  Maybe, the sub-prime problems were just the tip of the iceberg. 

With prices for gasoline on the rise, it should not be surprising that Consumer Sentiment for March took 
another slide in the March 2007 report. Still the Easter Weekend is next week, and consumer spending might 
be expected to show a decent increase in the next reporting period.  If it does not, perhaps, the consumer is 
starting to reduce spending and that does not bode well for the economic situation.  
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During the quarter, many commodities have out-performed the equity indices.
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Of the seven charts shown above, gold and silver were the worst performers during the quarter. As shown in 
the charts below, both the yield on the 10 year Treasury note and the U.S. dollar index ended almost 
unchanged from the beginning of the year. 

Rain has been occurring off and on during the past 24 hours here in Texas and it is most welcome since a large 
portion of the state has water restrictions in force.  A look at the U.S. Drought Monitor shown below shows 
that the major crop producing areas in the Midwest are showing a much improved picture from last year.  While 
the high desert areas in the Far West show problems as well as the Southeast as planting season begins, this 
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the high desert areas in the Far West show problems as well as the Southeast as planting season begins, this 
year looks better than in recent years. 

While there was a lot of talk about ethanol moving corn prices higher, for the quarter, cash corn in Central Iowa 
started the year at $3.52 and ended the quarter at $3.41. Soybeans, however, saw an increase from $6.29 to 
$6.98. 

In the portfolios today, we sold DWSN at a profit in the Conservative portfolio as it went through its Action 
Point.  There were no other trades in the portfolios today. 

We posted new Technical Notes on the Home Builders and the Precious Metal stocks this week.  They can be 
accessed by clicking on the links on the left hand panel. 

3/29/2007 After the Close 

Looking for bargains today? 

Page 6



Strategic Investing

The market opened up on economic news that was not bearish!  But then it began to wilt as the day wore on 
with both the DJIA, S&P 500, and the NASDAQ falling into negative territory.

New jobless claims fell unexpectedly (wonder if next week's revisions will make them higher). In the fourth 
Qtr of 2006, corporate profits slumped versus the 3rd Qtr 2006. Final GDP was released and at least, it was 
positive at 2.5%. Of course, the GDP figues confirm the economic slowdown.

The worst bid-to-cover ratio in four years occurred in the auction for the 5 year Treasury notes.  Noticeably 
absent were foreign bidders.  Could this be a hint that the U.S. dollar index is about ready to move lower.

However, once again, on no news, the miracle afternoon rally started in the futures pits.  At the end of the day, 
the DJIA and most market indices were positively but not by much. 

We have been working on updating the gold technical note all day and expect to have it finished shortly. Stay 
tuned. 

There were no changes in the portfolios today. 

3/28/2007 After the Close 
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Count two distribution days today! 

The markets finally succumbed to the downward pressure and chalked up a distribution day for both the S&P 
500 and the NASDAQ.  Declining volume overwhelmed up volume.  Apparently, investors were either 
wanting out of long positions or were taking profits from last week. Again the indices were in negative territory 
from the opening bell. 

Although the MBA purchase application index was almost unchanged, the low level of the index does not 
suggest that the housing market is improving.  The refinancing index almost was down slightly suggesting that 
the increased credit standards are impacting the ATM money machine that use home equity for collateral.

Durable goods rebounded from the disastrous January 2006 report.  The bulk of the improvement was via 
orders for aircraft.  Still the consensus expectation was for a durable goods number in February that was not 
met. February's number was below the market expectation for a 3.4 percent boost in new durables orders. Also, 
January was revised down to minus 9.3 percent from the initial estimate of minus 8.7 percent. Excluding the 
volatile transportation component, new orders edged down 0.1 percent, following a 4.0 percent 

Helicopter Ben in his testimony before Congress reminded investors that the Fed's focus was on inflation and a 
rate cut might not be forthcoming in the near future. 

What he conveniently did not say was that if interest rates in the U.S. were cut, the U.S. dollar would begin 
sinking like a lead balloon from 10,000 feet up. 

Although crude oil continue to move higher on rumors of impending action in the Middle East, it would appear 
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Although crude oil continue to move higher on rumors of impending action in the Middle East, it would appear 
unless there is a major miscalculation by Iran that the situation will return shortly to some degree of normalcy.  
The U.S. dollar continues to bounce off the support level and actually ended higher in today's trading above 
$83.00. 

The Technical Note on the homebuilders has been updated and by clicking on the homebuilders link on the 
left-side of this page, you will be taken directly to the report.   

The STI indicator for the S&P 500 remains negative although the NASDAQ is positive.  As a result, investors 
should remain cautious as it appears that the NASDAQ is in danger of regaining its negative position if the 
market goes down from here. 

At the opening, we decided to close our long positions in the Aggressive portfolio and went long in the same 
stocks.  The market action during the past two days had not been positive and we were seeing a reduction in 
the number of A rated stock using IBD®'s Accumulate/Distribution ratings. We also closed our long positions 
in QQQQ and SPY in the ETF portfolio early this morning and went short the same shares.  There were no 
other changes in the portfolios. 

3/27/2007 After the Close 

Ending the Day near the lows! 
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At least it was not a distribution day!  But the declining issues and volume were definitely in control.  If you 
look at the charts above, you have to notice that every rally failed and each rally began when the support level 
was reached.  Perhaps, the PPT was working hard today to prevent a major sell
around $145 Billion. 

Certainly, yesterday's new home sales coupled with Lennar's revised outlook had to suggest that the bottom for 
the housing sector is somewhat below here. The increase in supply to 8.1 months suggests a major problem is 
brewing in the housing sector.  The way supply is calculated also does not take in the increasing number of 
foreclosures that are just now hitting the market. 
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When you couple the housing analysis with the reduction in consumer confidence reported today, the outlook 
for consumer spending becomes less rosy. 

Retail sales for the latest week were up 2.2% but better weather throughout most of the U.S. provided provided 
the energy behind retail sales. 

The U.S. dollar moved lower today to close at 82.97 and remains close to going below a major support level..

Gold, silver and copper were positive today.  The ten year Treasury note closed at 4.61% while crude oil fell 
slightly to close at $62.65/bbl. 

The Accumulation/Distribution data was updated today.  You can click on the link on the left
the updated information. 

We made no changes in the portfolios today. 

 

 

3/26/2007 After the Close 

After a shaky opening, the market ended almost unchanged!
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Was today's action suggesting that really bad housing numbers won't faze investors for long?  Or was it the not
so-invisible hand of the PPT working to prevent panic? New home sales were down in February by 3.9% as 
supply rose to 8.1 months.  The surprise was an increase in the median price to $250,000.  The real bad news 
was buried in the revisions to December and January ... revised downward by 76,
the builders can count ... we know that the green-shade guys in the Ministry of Truth had problems but the 
builders? 

Declining issues out-numbered advancing issues today.  Volume was in line with Friday. In the early going, 
almost every sector was negative with the exception of the financial sector.

Yields on the 10 year Treasury note took a tumble this morning before heading up to close at 4.58%.  The U.S. 
dollar also sank at the opening and then recovered to close at 83.07. 

Crude oil closed at the highest level in 2007.  Unleaded gasoline continues to move higher and is now higher 
than it was in mid-August 2006.  Watch out for the CPI and PPI impact this month.  Of course, it won't show 
up in the core inflation numbers. 
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We purchased ROCM in the Conservative portfolio today.  There were no other changes.

3/23/2007 After the Close 

Page 13



Strategic Investing

Closing the week higher on lower volume! 

Volume on the Big Board dropped by almost 17% as investors decided to take stock of their positions 
following this week's strong upward movement. For all intents and purposes, the major indices hardly showed 
any change as a result of today's market activity. 

Today's upward move changed the STI indicators from negative to positive for the S&P 500 and the 
NASDAQ. However, with the economic condition being less than robust, prudent investors might want to wait 
a few days to see if the delta between the two indicators widens from the current small area.

Existing home sales showed an increase of 3.9% with New England being the major factor in the 
improvement.  However, supply of homes for sale increased to 6.7 months vs. 6.6 in the previous two months.

Copper continued to climb higher closing at 309.50. West Texas crude oil managed to close slightly higher 
also. 
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We made no changes in the portfolios today. 
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Keep it Safe, Simple and Stay Focused!
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