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OK, we got a confirmed rally call. The reasoning is a bit circular but we have our follow through day. They used IBD 
100, IBD 85-85 and New America Indices to make the call.�

The reason I said circular was they didn't make the call yesterday when they had the data, they waited to see what 
today brought.�

Mike�

Mike, �

A rally based on the hope of a fall in interest rates in this economy shows the lack of understanding of the problem.�

If the FOMC reduces interest rates, look for further deterioration in the value of your dollar assets. �

As I said sometime ago, you can get the DJIA to 30,000 if the dollar index goes to 30 … it’s a no-brainer. �
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However, that completely ignores the real problem … the purchasing power of the fiat paper we call dollars. �

In many of my conversations during the past 90 days with foreigner’s, the one major common expression is that the 
dollar has lost its credibility because of the financial shenanigans in the securitization of various types of financial 
assets. �

Personally, I find it amusing that IBD is grasping at straws to make the “Market in Confirmed Rally” call.  Maybe, the 
world is changing but as my time on earth keeps getting shorter, I find that we are seeing just more of the same weak 
logic … “This time is different” … oh, how many times I have heard that and IBD changes another criteria. �

Somehow, I don’t like curve-fitting and maybe this is a case of curve-fitting. �

While I personally don’t argue with the market’s direction … it is generally a bad idea … I will be reluctant to commit 
substantial funds in the next few days without having a quick finger on the exit trigger. �
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The letter by Senator Schumer questioning  the $51.1 billion that Countrywide borrowed from the 
Federal Home Loan Bank system  (specifically the Federal Home Loan Bank of Atlanta) has finally 
revealed the little dirty secret  - that was known only to a few insiders and was noticed on this blog a month 
ago – that Countrywide, the largest US mortgage lender, has received a massive stealth public bailout that has 
put at severe risk taxpayers’ money. Here is Countrywide - the premier poster child financial institution of the 
reckless and predatory lending practices of the last few years – getting in severe financial trouble because of 
its rotten lending practice in subprime, near-prime and prime mortgages – and whose CEO Mozilo is under 
SEC investigation for potentially illegal activities – now receiving a massive $51.1 billion of public bailout 
money with little official supervision of such lending. Mozilo is under investigation for his accelerated sales 
of Countrywide stock under a 10b5-1 plan. Mozilo has made more than $100 million on stock sales this year, 
while Countrywide shares collapsed more than 50%.�
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 As the Schumer letter correctly points out the collateral against this $51 billion loan is mostly toxic waste 
subprime garbage whose market value is now much lower than the face value of such mortgages; so $51 
billion dollar of taxpayers’ money has been put at risk with garbage as collateral for it. �
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The mortgage meltdown will take a heavy toll on home prices in 2008 with declines expected to average 7 percent 
across the nation and lost property value of $1.2 trillion, according to the United States Conference of Mayors. �
 
The mayors, meeting in Detroit this week, are predicting even more substantial plunges in local markets, with California 
home prices expected to shrink 16 percent. 
 
The organization has representatives from more than 1,100 cities and were meeting to address problems brought on 
by spikes in foreclosure rates. 
 
"Today the foreclosure crisis has the potential to b reak the back of our economy, as well as the backs of 
millions of American families, if we don't do somet hing soon," said USCM President Douglas Palmer, Mayor of 
Trenton, N.J., in a written statement. 
 
Foreclosures in 2008 will increase by at least 1.4 million, according to the mayors.  The home building industry 
will suffer disproportionately, with new home construction sinking to its lowest level since 1993, the organization 
predicts. 
 
And, with home equity levels in steep decline, growth in consumer spending will be curtailed - the mayors expect it to 
increase by just 2 percent. 
 
Municipalities will start to feel the pinch with a decline in the property tax growth rate. Some place s could even 
experience an outright decline in collections. The housing decline will also affect state coffers, as transfer 
taxes plummet along with home sales volumes.  
 
Florida, according to the mayors, could lose $589 m illion loss in property tax, $148 million loss in s ales tax 
and $99 million loss in transfer tax.  
 
Gross metropolitan product, the group projects, wil l contract by $166 billion.  The heaviest burden will fall in New 
York, the nation's largest metro area, where the gross metropolitan product (GMP) will go down by about $10.4 billion, 
according to the organization. �
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From Market Watch : 
 
Deep discounts and extended hours drew more than 147 million shoppers to U.S. stores over the four-day 
Thanksgiving holiday shopping period, but average consumer spending fell, a retailers' group said on Sunday.  
 
The survey, which included data from Thursday to Sa turday and projections for Sunday, showed customers  
spent an average of $347.44, down 3.5 percent from $360.15 last year.  
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