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1/4/08 After the Close 

The NASDAQ and Russell 2000 undercut their previous lows today!

Early Monday update from Kingman, AZ. 

After fighting high-winds, rain, and snow from Dallas to here, we will add some thoughts to Friday's Musings.  As we pointed out in the 
Dallas Investor's Forum on Saturday, the market's movements the last two weeks of 2007 and the first few days of 2008 are often 

 
>> Your subscription will expire in days on 

Market Musings 

Page 1



Stock Watch List & Market Commentary

Dallas Investor's Forum on Saturday, the market's movements the last two weeks of 2007 and the first few days of 2008 are often 
dictated by tax loss selling, window-dressing of portfolios, and sector movements by large institutions.  The real trend of the market 
will begin to emerge in the next two weeks.  So pay attention and keep up those watch lists.

Commodity funds are back into the market and have driven the priced of agricultural commodities higher.  Hence, the misery index 
caused by increased food prices will start to move higher.  Prices for unleaded gas on the trip from Dallas to Kingman ranged from 
$2.83 in Amarillo to $3.19 in Kingman.  At a truck stop in Holbrook, AZ, I overheard two truckers complain about the high cost of 
fuel while one commented that his load paid all costs plus a percentage.  So he was making more money than ever!  Guess cost plus is
alive and well. 

Now it is off to Las Vegas and the Consumer Electronics Show.  

------------------------- 

Throw in the towel!  The rally is over!  Today's employment report drove investor's concerns over a recession to dump stocks as the 
markets chalked up distribution days for the major indices. 

It was not pretty.  Look at the new 52 week lows versus highs and you know that the market rally went south today.  Most of the high
quality stocks took a hit today.  Look for IBD to change its designation of Market under Pressure to Market in Retreat or worse.

The economic facts are that the economy is struggling and might be headed for a recession ... of course, John Williams of Shadow 
Government Statistics and I are in the camp that the Ministry of Truth is really hiding the actual facts which are pretty plain to th
citizens who reside outside of the Beltway and the environs of the financial district. 

We sold MA in the Conservative portfolio today as it violated its Action Point.  From Amarillo tomorrow night, we shall expand on 
today's Musings but because of time pressures we are now uploading to the web now. 

1/3/08 After the Close 

Today's rally fizzled! 
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Although today's economic reports were better than some expected, the morning rally headed down in the afternoon as the major 
indices closed mixed on lower volume.  NASDAQ did close lower for the sixth straight trading day.

The dollar went down and gold went up along with the gold shares. Commodity funds were reported back purchasing the agriculture 
futures. Crude oil went over $100 before slipping back to 99.18 at the close. 

The Challenger job report showed fewer jobs being cut by almost 50% than in the previous week.  New jobless claims at 336,000  in 
the week ending December 29 fell but by 21,000 from the previous week still remained above the four week moving average.
said private employment grew by a larger than expected 40K in December, compared to the expected rise of 33K. Many economists 
question the accuracy of this report. Tomorrow's employment report might move the markets. 

While factory orders for November showed an increase, remember that the ISM data for December was terrible ... those offsetting 
months can cause nightmares if you only read the headlines. 

The FED auctions of funds direct to lending institutions may continue for some time as the FED seeks to relieve stress in the financial 
system without actually having banks crash.  The best analysis of the situation is an article in the Wall Street Examiner which you 
might find interesting. 

We made no trades in the portfolios today. 

1/2/08 After the Close 

Poor Economic Reports made today another distribution day!
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The equity markets got off to a poor start in 2008 as oil touched $100/bbl., gold made a record high and economic reports suggested 
that the recession odds were increasing. Another distribution day was suffered by the major indices today with the indices closing
their record lows. 

Perhaps, there was more window-dressing in the markets at the end of December than many thought. After year
have sought a more-realistic level. Certainly, there has been little strength in the number of A's in the 

For the record, crude oil closed at 99.11 and gold was up 18.85. the largest jump in years to close at 856.85.  The U.S. dollar index as 
lower closing at 75.97.  One of the sector losers today was the broker/dealer index as shown below.

Page 4



Stock Watch List & Market Commentary

We finished the 2008 Outlook today and will publish it tomorrow.  We closed out all the 2007 portfolios on Monday and will start 
new positions in the five portfolios.  The Conservative, ETF and Core portfolios were provided $150,000 as capital while the 
Aggressive and Precious Metals portfolios began with $300,000 in capital. 

There were changes in the Conservative, Core and Precious Metals portfolios today.  We made no investments in the 
Aggressive portfolios today. 

12/31/07 After the Close 

The year ended with distribution showing up across the board.

Downside volume picked up today as the market ended the year with a distribution day.  Two distribution 
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Downside volume picked up today as the market ended the year with a distribution day.  Two distribution 
days during the last three trading sessions does not suggest a strong market. New 52 week lows were 
significantly higher than new 52 week highs suggesting that perhaps, it was not just a case of year
selling moving the markets. 

The report that sales of previously owned homes were up 0.4% in November was easily dismissed as the 
feeble housing market continues to be hindered by record-high foreclosures and harder
prices continued to fall. The median price of a home sold last month was $210,200. That marked a 3.3 
percent drop from a year ago. It was the fifth biggest annual decline on record.

The performance of selected indices for 2007 is shown in the following chart.

The performance of the Strategic Investing portfolios exceeded most of the indices as shown below:

The performance of the Strategic Investing portfolios is even more interesting when one compares the 
amount of cash held in the portfolios over the year. The amount of cash held is represented by the light 
green/blue color. 
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The Precious Metals portfolio which held shares performed relatively poorly last year even though the price 
of gold bullion was up 31%.   

Gold close at 833.60 and silver at 14.79. For gold, it was the highest yearly close in history!
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The U.S. dollar index closed at 76.62 while the yield on the ten year US Treasury note ended at 4.03%

The infusion by central banks of over $750 billion since August still finds the bond markets unsettled. We 
are just now entering the highest period of loan resets in the sub-prime mortgage markets and delinquency 
rates and foreclosures continue to increase. Although existing home sales rose slightly, the overall drop in 
housing prices are creating a “Catch-22” problem for many.  Do not look for a quick and/or happy resolution 
to the problem caused by these derivatives which were supposed to reduce risk but ended up creating a 
major headache! 

 

Crude oil failed to break the $100 level during 2007 but came close.  WTIC
yearly close in history.  Copper which closed at 307.20 is often a harbinger of change. Copper appears to 
have failed to move above its 50 week average during the current rally and might be suggesting that the 
economy is headed down. 
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We expect to publish our Outlook 2008 sometime in the next 48 hours depending upon our grandchildren's 
schedules and various football games that require our attention.  Outlook 2008 will look at both economic 
and market data which might influence your investment choices in the coming months.

We will be heading to Las Vegas this weekend to take in the Consumer Electronics Show and see many old 
friends and make new ones while we try to make sense of the technological products which will be shown 
there.  Perhaps, we will find another Google or Apple hiding in a nook at the show. So next week, our daily 
Musings could be really late. 

The 2007 year is now history.  All in all, it was not a bad year for the Strategic Investing portfolios.  Here's 
hoping that your results were better than ours.   

 

12/28/07 After the Close 

A day with little movement at the close! 

Page 9



Stock Watch List & Market Commentary

About noon while watching the tape, it appeared that today was going to be managed to a flat close. Despite horrendous new home 
sales data and gold moving higher with the dollar going lower, the PPT brought the indices almost to a no
volume, new 52 week lows surpassed their counterparts suggesting that the market had a bias to the downside.

As of Dec. 27, China’s currency (the yuan) had risen 6.7% against the U.S. dollar in 2007. More than a percentage point of that has 
come in the last 30 days. The pace is faster than the 5% rally many expected, but is still not fast enough to reflect gains in China
economy. 

The slide in the dollar's value is helping keep higher-priced U.S. farm commodities competitive in the global market and is causing 
changes in the global market that might exist for years. For the last years, the U.S. dollar has fallen against the yen and for the last two 
years against the renminbi.  Note that it appears that the rate of decay against the renminbi

The Dept. of Commerce indicated new home sales declined 9.0% in November to an annualized rate of 647,000 units.  That level 
marked a 12-year low.  Inventory of new homes now stands at 9.3 months supply, the highest level in history. Guess the bottom has not 
been reached yet.  You have to wonder if any of the major home builders will enter bankruptcy in the near term.  Morgan Stanley's 
Homebuilder index has fallen about 70% ...  can it go lower? 
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Inflation is surely above the Ministry of Truth's 2.2% level which it used to revised various Cost of Living adjustments (
Yesterday, we sold corn and soybeans bushels right out of the field for cash next October for $4.17 and $10.36, respectively.  This is 
about double the price we received last year.  The long-term futures charts shown below puts the corn, soybeans, and wheat  prices in 
historical perspective. 
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John Williams of Shadow Government Statistics believes that the CPI is understated by the Ministry of Truth and provides the 
following chart which tells a different story than the official government figures.   

Page 12



Stock Watch List & Market Commentary

The real problem with using data from the Ministry of Truth is that policy-makers make decisions on erroneous data and end up 
making bad policy decisions.  The Federal Reserve and the U.S. Treasury along with Congress and the Bush Administration are now 
facing serious problems for largely that reason. 

We made no changes in the portfolios today. 

Have a great weekend and get ready to greet the New Year next week. 

Fred Richards/Strategic Investing 

 
 

Keep it Safe, Simple and Stay Focused!
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