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Date DJIA S&P 500 NASDAQ Russell 2000
7/1/2008 11382.26 1284.91 2304.97 691.59
7/31/2008 11378.02 1267.38 2325.55 714.52
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We are now way beyond sub-prime. NAB says that it is suffering a 55 per cent loss on American 
housing loans – an event that has never happened in the history of a developed country in recent 
memory. This is an unprecedented event and means that the cost of bailing out the US financial 
system is now far beyond the highest estimates.�

The global banks have been marking to market the assets they held on their balance sheet, but the 
vast amounts held in so called 'conduit trust accounts' have not been written down because they 
were not marketable. NAB wrote them down when they saw the bad mortgages.�
�

US banks have written down $450 billion in bad housing loans. The revelation from NAB means 
that they will now certainly need to take provisions to $1,000 billion. But write-downs of $1,300 
billion and perhaps even more are on the cards.�
�

Where will the equity come from to cover these bad loans? The world has never attempted a 
rescue effort of this size and it will make liquidity in the globe very tight.�

����
����%���%��	
����
�%

�� ��������� ����
���%�����
�
�

���


�
1�(
 ����
����	�
����
�����������
2��
��

�

 �������
��((�%�����
�
�

��%������ �������
����
�����$��
������%�
.�

3��� �������
�� �� 
�� 
�� ������@.>0��
����
� (��� ��
� 

	.���

���
� �����7
� ����
�

1� ��
�$��	
�
� (��� ��
� 

	�

 
�
��� 
�.�

��$���� 1���
��
���
��
�������
������
�%�������%������������

���(�

��
��������
���������

�������
�,.�.�(���������


�
�
$� �������������
�	
����%�����

.��4�������������(�����
2����2���
���
�
��������������	����
����

��
�������
��2����
����	
������������������������������������
���2������G��� �����

�����%
������
����.�

�
�$��
���������

������
�����(����
������.�

#��
�����
��� 

	
��.�

��
���������
+�����
����*��

����.�

� �

5��
�����
��(���	
���
�����
��4������ �
��
�������
��9��
%������:1�=;;/

Page 10 of 10Market Musings by Fred Richards

8/4/2008http://www.stratinv.net/Sub/Musings.php


