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With a great bear market [now] in force, we're forced to think in terms
of individual or family survival. My subscribers and I are on our own
now, dealing with a government that is attempting to print itself out
of a bear market. More inflation on top of a bear market that was
created out of debt and inflation will not work, at least I don't see it
working (nor does the market).
-

Richard Russell, writer of The Dow Theory Letters,
-

as quoted on MarketWatch 20th February 2009
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Why the dollar is going to fall. With the USD going up against
most other currencies, we point out why the rise in the US currency is
heading against logic. And what opposes logic stands a good chance of
turning tail. (page 3)

Dad’s dreams A new dream from Dad
forespelling further falls on the markets.
(page 7)

Dreams: the ultimate intuitive tool.
Mrs II’s new series on intuition reveals how
you can access and comprehend your own
dreams. (page 13)

The wonder of gold. Our Market Review covers the amazing long-term
rise of the yellow metal, and shows that whether a market rises or falls at
any one moment is a matter of how you look at it. (page 17)

What happens next? Recession is one thing. But now The Intuitive
Investor takes a look at what is going to happen beyond mere recession, and
finds a glimmer of hope in a time when money is going to be worthless.
(page 27)

Banknotes . The Curse of ABN Amro strikes at Banco Santander – Why DIY
banking can also be bad for you – Coincidence Corner: the curious link
between conmen and sports promotion. (page 33)

The Intuitive Investor Model Portfolio – Stellar results this month, as
gold rises, and both the EUR and the markets fall. (page 36)
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You can see why, if you’re short sighted and your glasses have got fogged up. The reasoning
is that, while the US economy is in a bit of a mess (true), the British economy looks to be
merely the same thing in miniature (very true), and with the real motor behind the Eurozone,
Germany, suffering a loss of over 2% in its GDP in the last quarter of 2008, Europe does not
appear to be too sound either (true again). QED: versus the GBP and the EUR, the USD does
not seem to be disadvantaged. It’s not that the dollar is strong, it is that the pound and the
Euro are weak.
Then you give your glasses a much needed wipe; suddenly the outlook clarifies and changes.
With focus restored, we can now see that the situation in the Untied States is not one of a
liquidity problem but rather one of solvency. President Bush’s Treasury Secretary Hank
Paulson remarked on public television recently, “The economic problem is that consumers
couldnʹt borrow to buy the necessities of life.” That is a very revealing remark. Just think
about it: US consumers could not use their credit cards to buy food and pay the rent.
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That is not a society with a liquidity problem; it is a society in a bankruptcy crisis. It is a
society which has become so inured to living above its means that it has become at home with
borrowing to make ends meet on a monthly basis.
Now that we have the specs bright and sparkly, take a closer look at this. If many Americans
are borrowing to spend on the necessities of life – forget the new car and the computer
upgrade – they are effectively bust. Worse still, they have probably been bust for some time
now. The only reason we weren’t aware of that was because until the credit crunch liquidity
was high, and for every credit card which reached its limit, another one popped into the mail
box with another line of credit.
The somewhat bizarre
Henry Paulson is gone. His
place has been taken by
Tim Geithner, President
Obama’s new, improved
(we hope) Secretary of the
US Treasury. And Mr
Geithner is about to copy
his predecessor by riding
to the rescue of the
economy in a truck full of
dollar bills. In addition to
Paulson’s USD 700 bn.
bailout, he is likely to tip
into the arena a further
US Treasury Secretary Tim F. Geithner
USD 800 bn. One idea
being circulated in the new
rescue truck is that of preventing foreclosures ‐ the eviction of house owners who are unable
to pay back the mortgage. We have no idea how Geithner would achieve this, but, now that
we have our glasses perched firmly back on our noses, we know for sure it won’t work.
In effect, foreclosure prevention will simply transfer the burden of insolvency from the
hapless householders to the downtrodden tax payers. However, because it can’t raise
sufficient taxes to pay for all this beneficence, the US government is going to do exactly what
its citizens have been doing – it will have to borrow massively. That is the only way it can pay
for the help it wants to give home owners who can’t repay what they borrowed from the
bank.
So, a scheme such as that proposed by Mr Geithner may prevent some home owners from
being thrown out on the street, but only by increasing the indebtedness of all America.
As we have said, the trouble about running up a colossal deficit for the nation by trying to
save house owners is that it implies the government will have to borrow, and borrow big. It
will have to start issuing bonds – US Treasuries – as never before. And, since those bonds will
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enter the economy as new money, it suggests that the total amount of cash in circulation is
going to rise dramatically.
What happens when an economy is shrinking and the amount of cash in circulation is
expanding?
Why, each and every dollar bill will be worth less, that’s what! It is law of the marketplace. If
a town has only one baker, and that baker cannot bake enough bread to meet the needs of the
inhabitants, the bread is going to acquire a scarcity value in terms of dollars. But if the
scarcity causes five new bakers to set up shop, and collectively they bake more bread than the
locals can eat, the price of bread will go down in terms of dollars.

And, on the other side of the same equation, if more dollars are sloshing around the economy
while the amount of bread baked daily remains the same, the price of each loaf will rise. In
order to ensure she gets one of the few loaves baked, a consumer will be prepared to pay
more for it – and, thanks to there being more money around, she has more in her pocket with
which to pay more.
This is what is known as inflation – a rise in the price of goods and services in terms of the
currency in which they are traded.
All this makes it less appealing to hold US Dollars. The dollar in our pockets is losing value as
bread and other commodities start rising in price. If you are a foreigner holding bonds
denominated in USD, for instance, you may well want to exchange them for something else
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quoted in another currency which is not losing its value as quickly, or even for gold, which is
rising in value.
Pausing only to blow some newly accumulated dust off our glasses, we now see we were
decidedly unfocussed in preferring dollars to Euros (though we would not touch the old,
flyblown British pound at any price). It looks as though a profound and possibly
uncontrollable decline in the exchange value of the dollar will take place. That is the logic,
and while at present investors prefer a nice dose of illogic, ultimately logic is the force to
which the dollar will be compelled to adhere.
Our dear readers in the New World should be doing the utmost to use the present relative
strength of the USD to hedge themselves securely against its fall at a later stage, quite
probably in the course of this year. How they do that is not for us to say, but their mimicking
our Model Portfolio would be a step in the right direction, we believe.
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We present an updated compendium
of all Dad’s relevant dreams so far.
In this edition,
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At the end of this article, you can find a list of older ones with links
to the relevant webpage on www.intuitiveinvestor.nl.

Dream: The Put Options– 11th February 2009

Hugely out‐of‐the‐money put options make good money when the
underlying falls well below the strike price.

A full list of dreams not yet published on the website has been deleted. It was
available to paying subscribers.
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Dream: The Golden Letters – 20th November 2005
http://www.intutiveinvestor.nl/dreaming_list.html
Dream: The Sparkly Silver Shoes – 18th February 2006
http://www.intutiveinvestor.nl/dreaming_list1.html
Dream: The Mcquaire Airways Soft Landing – 20th May 2006
http://www.intutiveinvestor.nl/dreaming_list2.html
Dream: The Uncontrolled Air Crash - 20th June 2006
http://www.intutiveinvestor.nl/dreaming_list3.html
Dream: The Bonded Warehouse – 30th March 2007
http://www.intutiveinvestor.nl/dreaming_list4.html
Dream: TheTidal Wave – 6th September 2007
http://www.intutiveinvestor.nl/dreaming_list5.html
Dream: The Market Index (DJIA) - 19th February 2008
http://www.intutiveinvestor.nl/dreaming_list6.html
Dream: Russian Surprise – 26th March 2008
http://www.intutiveinvestor.nl/dreaming_list7.html
Dream: Mrs II’s Citi Slicker – 8th/9th July 2008
http://www.intutiveinvestor.nl/dreaming_list8.html
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Intuition

The Building Blocks- Part 2

Dreams
What is the real meaning of “intuition”? Where can it be found?
How can I get it? Mrs II now looks at one good way of gaining
access to this inner store of knowledge.
The Intuitive Investor’s main purpose is to encourage people to use intuition in their
investment strategy. The idea is not that you forget technical and fundamental analysis - the
traditional, intellectual way of viewing the markets. What we would really like is for people to
tap into their own limitless resources along with exercising their intellects.
However, intuition is a very little understood phenomenon here in the West, and from time
to time we get the feeling our dear readers have almost no idea what it is and how to access it
In January’s edition, we took a quick look at what intuition
is, and now we would like to give an indication as to how
you can tap into it.
Dream Connection
Here at the Intuitive Investor Towers we make use
primarily our dreams as the guiding light in our intuitive
world. So, it’s not a bad idea to find out how to connect to
the world of dreams.
First, the tools!
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Step one: setting your intention
Just before you go to sleep, when you are literally ready to turn off the lights, try sitting by
your bedside with a notepad and a pen in your hands. You say to yourself that the pad and
pen, held in your hands, are for the purpose of recording the bits and pieces of dream that
you will for sure recollect during the night, or in the morning when you wake up. This is
called setting your intention.
In this step, it is important you give up all self‐defeating thoughts, such as, “I have never
remembered, why now?,” or “I am not good at this.” That would be an exercise in telling
yourself you’d rather fail at recalling dreams. That will certainly work; you won’t remember a
darn thing!
Within a few days, you will wake up in the middle of the night with the memory in your
head of a word, an image, a scent or something similar. Just scribble down a few key words,
then, before you fall back asleep. It is critical you write it down there and then. Don’t think
that you will remember them in the morning, for the chances are you won’t.
Gradually, the words will start taking the shape of stories that are present when you wake
up. At this point, whatever you do, don’t get up quickly to go about your usual morning
routine. Don’t turn on the radio, either (or use the ultimate dream killer – a bedside radio
alarm). Instead, for a couple of minutes, lie in bed in this semi‐awake state, recollecting the
details of the story at hand. Once you have managed that, wake up and write it down on your
notepad before you attempt to do anything else.
Setting of your intention to dream every single night is helpful. I have recollected my dreams
since my childhood, and yet I still keep on setting an intention. In the periods, where I have
neglected to do this, the dreams seem to vanish.
Step two: write it down
The second important point is to write them down. It is the process of writing that will begin
to give you clarity as to their meaning. In addition to this, some dreams become clear days or
months later, when suddenly you have the clarity and see what the dream was trying to tell
you. In these cases, it is handy to be able to go back and read what you had written.
You are now set up for the next stage: interpreting your dream.
Dream Interpretation
You can do this one of two ways. You can seek out a helper who is an expert at this. In our
society, Jungian psychologists often have great expertise at dream interpretation, and they
may well be able to teach you the art. Alternatively, you can build your own symbology, and
based on this personal image library you can make a start at interpreting your own dreams.
The vital factor in interpretation is to remember that the stories in the dreams come in the
form of parables. The dreams are parables or fairy tales, and, like them, they contain an inner
meaning. The actual events in the dreams are not to be taken literally. Instead, ask yourself
what they mean. That is why a personal dictionary of symbols is needed. Here, it is important
14

to realize that symbols are highly individual, and a symbol for you may not have the same
meaning for me.
For example, if you have a fear of dogs, dogs in your dreams are
likely to have a very different symbolism to dogs in the dreams of
someone who works in a Humane Society.
By the way, you may be asking yourself how someone else can act
as a dream interpreter if the symbols are personal. Well, dear
reader, the unconscious is far more intelligent than we realise.
Mysteriously, your dreams will then adapt to use the symbolism
familiar to the interpreter, enabling him or her to be of service to
you. It is as if dreams will employ any symbolism which enables
them to be understood easily.
Dream Interpretation
Dictionary of Symbols
for Mr./Ms. ________.

Gradually, as the two of you work on dreams, you will build up
your own symbol definitions. This may incorporate many of the
symbols your interpreter uses but, for sure, it will have others
which only make sense to you.

Predictive dreams
Here’s a funny thing. If dreams are not to
be taken literally, what about dreams
which are premonitions? Well,
premonitory dreams are sometimes literal
pictures of what is coming – though by no
means always, as you will discover if you
look through the dreams listed on The
Intuitive Investor website.
But to be able to tell that it is predictive,
one needs to have built a sense of how
your dreams take form. You need to be
able to recognize that on this occasion the
dream is not personal to you, and that it
has a message for a wider audience,
maybe family and friends or your work
colleagues.

I had such a lovely dream! I wonder
whether it was predictive….????

Dreams, your personal helper
Dreaming is a way of helping the individual to process all the psychological events that take
place during his or her waking life, and the overwhelming bulk of your dreams will involve
the way you think, act and believe. The value of a dream is then to discover how it is trying to
assist you psychologically. For instance, it might be that you have not been able to express
your anger, or that you may need to face unrecognized anxiety or a hidden fear of failure. In
such a case, the dream will have a story where these feelings will be central. If you can
recognise the symbols, you will have found a wonderful helper in the process of healing
yourself.
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This is where dreams are such a valuable resource. They not only support your own personal
development and processing of psychological matter, but they can also give you insight into
greater trends in your relationships, your profession and the world. As you might expect, Mr
II’s dreams tend to offer insights to the general direction of the markets. And, from time to
time my own dreams provide me with insight into my clients’ dilemmas. So this is how
dreams can transcend the personal psychological sphere.
Repetitive dreams
Dreams are not an American “How to build yourself a better life in ten easy steps” book.
They only cover new topics and new facets of yourself once you have resolved existing
issues. Dreams will repeat the underlying psychological themes until such time that you deal
with them. Yes, if you don’t use the message that the dream is trying to pass on to you for
your own personal development and gain, the type of dreams that come to you will be
repetitive, like the seemingly endless comedy series repeats on TV.
Anyway, don’t forget to wish yourself sweet dreams tonight. It could be the most rewarding
remark you have ever made.

Mrs. II, also known as Carmen O’Dwyer, is currently studying to become a
qualified healer, and has a healing practice in the centre of Amsterdam.
Previously, she has worked in finance, mainly in banking. She has a
degree in Industrial Engineering, a degree in Finance, and an MBA. Before
settling in Amsterdam, she lived in the USA and her native Colombia.
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Wow! Did the markets head south this past month! After a pretty short-lived
rally up from the lows of November, the US stock markets turned tail again.

Now, we admit we have been rude in the past about investors’ behaviour. The years 2003 to
2007 came in for special condemnation as the stock markets rose. We considered then that
the US was already in recession, but that this was being hidden by Alan Greenspan’s
profligate increase in the money supply. We got out of the markets at the time, and for most
of the period we looked very silly.
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At the moment we think investors have got it about right. Financial stocks are being saved
from total extinction by nothing more than a belief, probably a correct one, that they will be
nationalised. But investors are now taking a sour view of the chances of a wide range of
enterprises, not just banks and insurers. The optimism of last autumn, when a number of
hedge funds set up war chests to buy distressed stocks, has evaporated. Stocks may still look
cheap, but the devaluation effect has now set in well and good, and investors are not buying,
on the basis that, yes, they may cheap, but the chances are they’ll be even cheaper tomorrow.
We like optimism but not insane optimism which costs us money. At the moment, a dark
view of the way things are going to pan out will hold us in good stead financially. We regard
it is only prudent to keep short in the market; that’s to say, we aim to make money from
falling stock prices. There will undoubtedly come a bounce ‐ nothing ever goes down in a
straight line – later on in the year, but this market is no bouncy castle, and it looks to us as if it
is heading lower for the time being.
To take a longer view of the recent past, let’s go back to 1999, when we believe the market
peaked. All that stock market froth from 2003 to 2007 was not only erroneous but it also did
not actually take place. Hum ho … the old II has clearly lost it, you may be thinking, for you
know there was a darn good rally in stocks during that period.
The old Tibetan Buddhist teaching, that nothing is a separate, independent concrete entity
which exists separately from everything else, is helpful here. Everything, say the Tibetan
monks, is relative.
Take the DJIA as an example. In
How the hell can the Dow go both up
terms of DJIA points, stocks rose
and down at the same time?
dramatically, for sure. But a much
more accurate picture is obtained by
- The Intuitive Investor’s koan of the
looking at the Dow in terms of gold,
which we can do thanks to the
week.
diligent work of Mrs II, who devised
the chart on the next page. It shows
the DJIA when looked at from the
standpoint of investing gold in it. It can been seen that if we had been so silly as to put an
ounce of gold into the DJIA back in January 2000, we would have lost out progressively just
about ever since. Had we wished to convert back into gold our DJIA stock holdings at the
close of the markets on Friday, 20th February, we would have received just 0.19 ounces.
In terms of our Buddhist philosophy, something apparently so concrete as the Dow now
presents a paradox. Look at it one way, and it went up between 2003 and 2007. Look at it in
another way, and the same index went down. How can that happen? Should we ask a market
professional if the best known stock index in the world can go both up and down at the same
time, he would regard us as nuts. Yet, we can see here that even something as seemingly
concrete as the performance of a renowned stock index is dependent upon the way in which
you observe it.

18

We can no longer say the Dow went up or down over a certain period. All we can state is that
if we look at the Dow in a certain light, it performed in a certain fashion. Now, imagine taking
the same view of everything. Our boss whom we hate can’t be said to be a real bastard, but
only a bastard in the way we are observing him. Or, what about Saddam Hussein? According
to little Georgie Bush, he was evil all right. But all we can really say of old Saddam is that he
was evil in the way G.W. Bush looked at him.
It does not seem to matter what President Obama and Treasury Secretary Geithner come up
with as rescue measures; the stock markets continue to fall. We have spent a lot of ink in the
past blaming the markets for seeing things wrong, but now we would like to pat them on the
shoulders. The markets are saying effectively, “Throwing money at the crisis won’t work.
We’re taking our money off the table. The American dream is postponed.”
And, folks, they are right. We are in the initial stages of a prolonged meltdown of credit, and
that means not merely recession but bad, old fashioned depression. It is going to mean the
end of money as we know it, and ultimately the start of something much better than what we
already have. But that’s another story ‐ see What Happens Next in this edition.
We have no idea what’s happening. The US Treasury is coming out with so many TARPs,
TARFs, rescue packages for the banks, rescue packages for house owners – some half worked
out, some up‐and‐running – that we’re getting confused.
We’re not the only ones, it seems. Take the announcement by the Treasury that it was
launching a fund to take a larger holding in Freddie Mac and Fannie Mae, and so help
‘responsible’ mortgage suckers keep their heads above water. Bloomberg announced it as a
USD 275 bn. programme, while at MarketWatch it was hailed as a USD 75 bn. package.
A couple of hundred billion bucks here or there. Who cares? It’s all going down the drain
anyway. We like the way President Obama brought the word responsible back into the
political dictionary, after the eight years of deep irresponsibility practiced by the dynamic
duo, Bush and Greenspan. That said, though, the most responsible act a house owner with
negative equity can perform right now is to stuff the house keys in an envelop, mail them
back to the mortgage lender, and walk away from the debt.
That may not strike you as responsible, but the alternative – the house owner taking out a
new, more favourable loan on the house, thanks to Tim Geithner and the crew – is most likely
going to mean she is committing herself to spending decades repaying a sum far in excess of
the value of the property.
We also wonder if there are so many responsible home owners out there amongst those who
took on so much debt recently. Buying residential property during the past five years has
largely been an exercise in irresponsibility, and sadly much of it was done with the objective
of speculation. It was not just the Ameriquests and Countrywides of America which showed
deep irresponsibility in issuing ‘liar loans’; it takes two to tango, and the sub‐prime borrowers
were also lying their heads off in overstating their income and credit history on the mortgage
application forms.
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It may be tough to have to turn the Treasury’s back on house owners who are sinking fast,
but every dollar spent trying to rescue them, the motor manufacturers, the banks, the
insurers, Tom, Dick and Harry, is another nail in the coffin of the US economy. The time of
reckoning is not so far off now, and when it happens the American public is going to hold the
Treasury accountable for making a bad situation worse.
The news on housing just gets worse. The starts on new homes plunged as never before in
January, figures released on 18th February by the US Commerce Dept. showed.
Privately-owned housing starts in January were at a seasonally adjusted annual rate
of 466,000. This is 16.8 percent (±11.0%) below the revised December estimate of
560,000 and is 56.2 percent (±4.4%) below the revised January 2008 rate of
1,064,000.
Single-family housing starts in January were at a rate of 347,000; this is 12.2 percent
(±13.0%)* below the December figure of 395,000. The January rate for units in
buildings with five units or more was 114,000.
The reluctance of builders to start knocking together new homes ought not to be much of a
surprise. The S&P Case‐Shiller Home Price Index for December, released 27th January 2009,
confirmed that the downward trend in home prices was still gathering speed, as
MarketWatch revealed.
Home values in
20 major U.S.
cities fell a
record 18.2% in
the 12 months
ending in
November,
Standard &
Poor's reported
Tuesday. The
Case-Shiller
20-city home
price index fell
2.2% in
November, with
home values in
all 20 cities
falling at least
1%. Prices in the original 10-city index fell a record 19.1% over the year. Prices are
down 25% from the peak in mid-2006, according to Case-Shiller.
In the past year, prices were down 33% in Phoenix, 32% in Las Vegas, and 31% in
San Francisco. The best performance over the past year came in Dallas, where
prices fell just 3.3%. Prices fell 3.4% in Phoenix and 3.3% in Las Vegas in November.
"It is unlikely that we are anywhere near a bottom in nationwide home prices," wrote
Joshua Shapiro, chief economist for MFR Inc.
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The Case-Shiller index tracks repeat sales on the same properties over time, but it
closely tracks only 20 cities, not the whole country. A similar index from the Federal
Housing Finance Agency released last week found prices fell 1.8% in November and
8.7% in the previous 12 months. The FHFA index tracks the whole country, but relies
on data from Fannie Mae and Freddie Mac, so it missed most of purchases financed
by subprime loans earlier in the decade.
Falling home values have helped to plunge the global financial system into chaos
because of mortgage-backed securities. Home owners have lost trillions of dollars of
wealth.
"Housing wealth is falling by some $380 billion per month, or about $370 per adult per
week," wrote Ian Shepherdson, chief domestic economist for High Frequency
Economics. "No wonder people are miserable."
No wonder, indeed.
The US housing market and the irresponsible lending (and borrowing) which characterised it
from 2003 to 2007 is at the core of our current economic problems throughout the world, but
in essence it was an inevitable excrescence of the Western world’s over reliance upon credit in
general. If you want to take it back one stage further still, it is the inevitable outcome of
operating in a paper money environment. A gold standard is the great anchor, preventing
excesses in credit, and by the time we are through with the current depression, we will all be
very glad to have our economies dependent upon its limitations on growth.
70% of the US economy is shopping. Yup, that’s what has become of what once was the
world’s industrial powerhouse. And why would anyone go out and spend at a time when
they are likely to be laid off work, and the house appears to be only worth 75% of what they
paid for it only two years ago? That would seem to be the thinking behind the atrocious US
consumer sentiment figures published on 13th February. Bloomberg reported they were the
worst since 1980.
The Reuters/University of Michigan preliminary index of consumer sentiment fell for
the first time in three months, to 56.2. The gauge reached a low of 55.3 in November.
The deterioration in confidence underscores the challenge President Barack Obama
faces in turning around an economy that analysts see heading toward its worst year
since 1946. Today’s report also indicates households will keep boosting savings as a
cushion against unemployment or pay cuts.
“There is no imminent upturn in consumer spending on the horizon,” Michael Darda,
chief economist at MKM Partners LP in Greenwich, Connecticut, said today in a
Bloomberg Television interview. “It’s going to be rough sledding for at least the next
two quarters.”
Stocks fell and Treasuries slipped today. The Standard & Poor’s 500 Stock Index
dropped 1 percent to 826.84 in New York. Benchmark 10-year note yields rose to
2.89 percent, from 2.78 percent.
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Economists forecast the sentiment gauge would drop to 60.2, according to the
median of 58 economists in a Bloomberg News survey. Projections ranged from 56.5
to 64.

Big ticket items – the nice American expression for major consumer purchases – have suffered
deeply of late. The obvious example is the dramatic fall in automobile sales. Reuters informed
us on 19th February that a record 881 auto dealerships throughout the land had closed their
doors in 2008.
In the face of tight credit and a plunge in sales of cars and trucks, about 4.2 percent
of the country's 20,084 auto dealerships shut their doors, according to data firm
Urban Science.
The number of closures, the bulk of which occurred in the fourth quarter, represents
the biggest decline since 1991 when the company started to collect data.
The lack of credit has made it difficult for dealers to finance their vehicle inventory
and for customers to secure financing to buy vehicles.
General Motors Corp, Ford Motor Co, Chrysler have also encouraged their
dealerships to consolidate in a bid to streamline their retail operations and reduce
competition that has hit margins.
"There has been a loss of franchises across all the manufacturers, but the Detroit
Three have been hit the hardest," said John Frith, vice president at Urban Science.
"We'll see even more contraction in the next several years as the Detroit Three
strategically rethink their retail counts and locations."
U.S. auto sales fell 18 percent in 2008 to 13.2 million units. Analysts and auto
expects have forecast a further decline in sales to as low as 10 million units this year.
For the US auto
industry the situation
is grim. General
Motors is asking the
US government for
another massive
bailout. But for the
people who work in
the once proud sector,
the outlook is truly
desperate. And, as a
truly excellent
interactive feature by the New York Times on Pontiac, Mi, the town which gave its name to a
make of car, shows, the misery is by no means limited to the auto workers alone. The entire
community is adversely affected.
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This was the month of gold,
too, breaking as it did out of
the range‐bound trading in
which it was held prisoner
throughout all 2008. Spot
gold rose 16.45% in dollar
terms, with its price
determined in the PM
London fix on Friday, 20th
February at USD 989/oz.. At
one stage on Friday it even
passed USD 1,000.
Look at our chart (left) of last
month, when we correctly
forecast a break‐out based
upon our brilliant technical
analysis (we looked at the chart, and thought, wow, there’s a funny coincidence!):
From the January 09 edition: the uncanny resemblance of gold in
2006 (red) and in 2008. Would it bring about a repeat of 2008 (blue),
we wondered?

Now look at what actually did happen ‐ see chart below, courtesy of Mrs II.

Price of Gold (USD)
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Déjà vu?
2006 (red) & 2008 (green) patterns eerily
similar.
Look what happened in 2007 (blue)
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And what happened
last month?
Gold rose 16.45%
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Source of Data: World Gold Council Website. Chart created by Mrs. II

We think gold is now on the right footing for the very first time since we commenced the II
Model Portfolio. All previous price rises in the yellow metal were connected to the bubble in
commodity prices, which explains why gold fared relatively poorly last year, while the
bubble was unwinding. Now, by contrast, gold is being regarded as a safe haven for bad
times, which is exactly the circumstance we predicted, and also the reason gold is going to go
through the roof.
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The three reasons for holding gold are,
(a)
(b)
(c)

Its price will increase in inverse proportion to a market meltdown.
It provides insurance for the coming time, when paper money is going to
devalue to almost nothing.
It will position favourably those with gold when the gold standard is
reintroduced for currencies.

By contrast with gold, crude oil slithered around under USD 40/barrel on the Nymex
Exchange. We consider it too boring to continue our coverage of its decline, which we
predicted from the very start of the bubble in its price, and we will henceforth discontinue
showing its collapse. The notion of ‘peak oil’, which states that oil reserves had peaked, and
production would henceforth fall, is probably right, but its adherents failed to take into
account that in an economic downturn consumption would also decline, and at a greater rate
than the drop in supply. Actually, they discounted the fall‐off in demand because they did
not see the recession coming until it hit them squarely in the face. Where will oil end up?
Well, we think USD 25/barrel would be just about on the mark; not good for the ‘peak oil’
adherents, but at least it would make filling up the car at the pumps nice and cheap – if
anyone still has a car by then.
If gold and oil are heading the right way – by which we mean the way in which economic
conditions should take them – you can bet the Forex market is still offering us a case of
madness. The USD continues to climb against most other major currencies. You can kind of
see why when you look at what forecasts US government economists are coming up with.
According to Reuters,
The U.S. real gross domestic product (GDP) is expected to decline 2.7 percent this
year, 'triggering decreases in domestic energy consumption for all major fuels,' the
Energy Information Administration said on Tuesday.
That is a bigger decline than the 2.0 percent drop in GDP the agency had forecast
last month. 'Economic recovery is projected to begin in 2010, with 2.2 percent yearover-year growth in GDP,' the EIA said in its new monthly energy forecast.
We don’t have any trouble with the fall in US GDP (gross domestic product is the sum of all
economic activity in a specific economic region at or over a specific time) for this year. That is
not so much forecasting as facing up to what is actually happening, by the way. But does
anyone seriously think the US economy can recover and grow at 2.2% next year? Obviously
somebody does; he must be an aged boffin stooped over a massive computer, feeding in the
wrong figures and waiting anxiously as it coughs and splutters out the wrong projections.
The Netherlands Bureau for Economic Analysis (het CPB) came out with alarming figures
for Holland on 17th February 2009, forecasting a fall of 3.5% in Dutch GDP this year and of
0.25% for 2010. So, no growth there for 2010, and the Dutch economy is generally in much
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better shape than that of the USA. We suspect the Dutch figures are overly optimistic for
2010, but the US projections for next year look quite barmy to us.
Against that background,
perhaps it is not so
astonishing that the EUR fell
against the USD this past
month. The rate dropped
from USD 1.2980 on 21st
January to USD 1.2564 mid
afternoon CET on 20th
February, a decline of 3.2%.
The full rant on the subject
can be found on page 3 in our
article titled Short Sighted
Sid.
Then something very odd occurred. From mid afternoon in Europe on 20th February, the EUR
rose from its sickbed and quite literally shot back up to within a short distance of where it
had been a month ago. Reuters commented at 12:03 EST (18:03 CET):
The euro erased losses to trade higher against the dollar on Friday as stop losses
were triggered above $1.2650 in a thin market.
The euro was last up 0.5 percent at $1.2733, rebounding from a session low of
$1.2558.
"There's no news out there. What we know is that there were stops above $1.2650 in
euro/dollar and that accelerated its gains," said Brian Dolan, chief currency strategist
at Forex.com in Bedminster, New Jersey.
The revival of the EUR went still further, reaching USD 1.2819 by the end of the trading day
on Friday. If there is really ‘no news out there’, we should expect the EUR to retrace its move
against the USD early next week. Sadly, of all people the most resistant to long term trends
are forex traders. They are the ultimate day traders, watching every tick up or down, and
trying hard to make a small return on each and every movement. Some of them are very
successful at it, too, but such a short term vision makes it very difficult for them to reflect on
the bigger picture.
For us, the big picture is a descent into the abyss for all the economies of the Western world, if
not worldwide. This is nothing new to our readers, for we have been saying very much the
same from 2003 onwards.
¾

We regard shares ‐ with the exception of precious metal miners ‐ and bonds alike as a
way of losing money at the present time. We don’t own any stocks but the gold miners.

25

¾

All paper currencies are doomed, though some will sink faster than others. We regard
the USD and the GBP as two candidates for early demise. The EUR will follow at a
distance.

¾

With the usual bumps and grinds, we expect gold to rise. It has much further to go yet.
It will provide a good insurance against currency meltdown.

¾

A short position in the markets will do no harm to us, and we are glad to keep our
holding of Prudent Bear, which makes money from a fall in selected stocks.

¾

We are another step along the road to utter economic disaster, and we remind
ourselves that safety is the first priority. Above all, we hold no debt, for debt is
disastrous in these conditions.
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Recession is one thing. But now The Intuitive Investor takes a look at what is going
to happen beyond mere recession, and finds a glimmer of hope in a time when
money is going to be worthless.
The boys and gals on CNBC and other financial news stations are still debating when we will
emerge from recession. Will it be this year (a view that is rapidly diminishing in popularity)
or next year?
Sorry to spoil the party, lads, but we might as well face up to the bad news now. No amount
of wishful thinking will alter the fact that we are headed for the most severe recession for
over 100 years. Yes, that means it is going to be deeper and more savage than even the Great
Depression.
Readers of The Intuitive Investor will know that recovery is still far off, and that we have
much further to descend into economic malaise yet before light becomes visible at the end of
the tunnel. We think it entirely possible that we will not see any recovery before 2016. By
then, the way society operates in the developed world will have taken a radically different
shape.
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And that latter is the good news. So far we have been stuck with the exigencies of the
capitalist marketplace, albeit tempered in most developed countries by varying degrees of
social welfare. We all agree that capitalism is the least worst alternative – not exactly a ringing
endorsement of the way we have allowed a form of economic Darwinism to dominate the
pattern of society. And, so far, that ‘least worst’ label is right. The other experiment, that of
state communism as practiced in Russia and China, proved decidedly worse.
There is nothing wrong with being materially rich; it’s a darn sight better than the alternative
of being poor. Yet, the most undesirable aspect of capitalism is the way in which it
emphasises the priority of material possession over everything else. Permeating the upper
middle class society in which we ourselves were brought up during the ‘40s and ‘50s, was the
concept that success in life equalled material prosperity – and, would you believe it, that
same idea still holds sway today.

King Midas touches an apple, thus creating the very first
Golden Delicious

It is as if we have all fallen into the trap
of King Midas, who was granted the
wish that everything he touched be
turned to gold, only to find that he could
not eat or drink without their turning
first to gold. The fable is of course a
metaphor for the way in which a life
based on the quest for material wealth
alone can block off the feelings and
intuition which are the source of inner
nourishment.

Never mind that many of those deemed
successful suffer stress, anxiety, and a general feeling of unease, they are the ones labelled
triumphant achievers. Those who devote their lives to developing their own selves and to
assisting others, but who live in modest material circumstances, are regarded perhaps as
remarkable and worthy of praise, especially in church on Sunday, but no, they are not
successes. Okay, so they may be happy, but being happy is not the same as making successes
of themselves, the same thinking goes.
Nothing ever looked like changing that. How could it? As children we sang lustily Mrs Cecil
Alexander’s cheery hymn of 1848, ‘All Things Bright and Beautiful’1, including the verse
now excised from the hymnbooks for reasons of political correctness, but which more
faithfully rendered the mores of our times than the rest of the song.
The rich man in his castle,
The poor man at his gate,
He made them, high or lowly,
And ordered their estate.

1

Click on the link to hear a good recording extract by the Wells Cathedral Choir, England, though sadly
without the splendid verse above.
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(Chorus)
All things bright and beautiful,
All creatures great and small,
All things wise and wonderful:
The Lord God made them all.
Yes, as the hymn demonstrated, the
Lord God created material wealth
as the dominating force of our
temporal world, and there was
little we could do about it either.
Mrs Alexander’s view that material
prosperity, or the lack of it, was
right and proper in God’s eyes is
largely still shared by a post‐
Christian Europe and a Christian
America.
But here’s the funny thing. It was
the ultimate subjugates to money,
the manic investment bankers of the last quarter century, who have bust the system. Only a
year or two ago, these were the guys who were considered Masters of the Universe, despite
now hurriedly finding themselves renamed Greedy Bastards.
Now, we may be sounding a little too like Lenin for comfort. For the sake of clarity, we
regard Lenin and the society he helped to create as a first class disaster. Uniform poverty was
its result, with material comfort restricted to the upper echelons of the Communist Party. We
are not worshippers of material scarcity any more than we disapprove of material excess.
Yet all this chattering is in some ways irrelevant. Whatever we do or do not think about the
value of material wealth, we are going to face a situation in which money comes to an end,
which will instantly reduce inequality in the distribution of material wealth.
And that is going to happen soon. Simply put, Keynesian deficit financing is not going to
work in the present circumstances. The largely unproven theory of Keynes that governments
can bring an end to recession by spending money they haven’t got is mistaken. The current
credit cycle contraction is too severe to permit further stimulus by means of pumping in extra
credit to the economy. All the tea in China2will not save the economy this time.
What ‘quantitative easing’ – a euphemism for inflationary spending ‐ will do is to cause a
distinct and irreversible loss of confidence in paper money. Paper money is backed by
nothing more substantial than a belief system. Long gone are the days in which all those

2

An old English idiom. If someone wonʹt do something for all the tea in China, they wonʹt do it no
matter how much money they are offered.
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“You can easily find people who are ten
times as rich at sixty as they were at
twenty; but not one of them will tell you
that they are ten times as happy.”
- George Bernard Shaw

dollar bills (or pound
notes) could be exchanged
at a guaranteed rate for
gold. Today, those
currencies, along with the
Euro, Yen and just about
every other denomination
on earth, are worth … er …

only what we all believe them to be worth.
Once the money supply is increased exponentially, as is taking place right now, and the
public starts to realise all those newly printed notes are not going to cause the economy to
rise from the dead, a question is sure to arise as to the value of those same notes, especially as
the only apparent effect of those extra dollars is to cause prices to go up.
A money system based upon belief alone is always vulnerable to a loss of confidence. If the
USA’s economy is flat on its back, why should anyone outside the country want to go on
holding dollars, particularly if the increase in the number of dollars in circulation is far
outstripping the US economy?
A run on the dollar seems to us to be on the cards. Shortly after that, it will dawn upon us all
that what applies to the US dollar is valid also for other major currencies. After all, every
country is busy with an expansion of its money supply, under the misguided assumption that
Keynes was right.
Once confidence in paper money collapses, we are in a world without money. It really does
not matter whether you have USD 1 million in the bank or USD 1, if no one wants to take it in
exchange for goods and services, it is worthless.
At that point, society will be compelled to reshape itself. Those who have put material
prosperity foremost in their lives are going to face the most severe change, for their value
system will be ruined, but to a greater or lesser extent we will all have to face a major change
in the way we run our collective lives.
Societies which are already familiar with the concept of collective action will have a decided
advantage, for survival is going to hinge upon concerted moves. Here’s an example of the
challenges we are going to face.
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We are all dependent upon the supply of electricity. Most homes in developed societies
where cold winters require some form of space heating have a central heating system
working on heating oil or natural gas. But the central heating units in homes and offices
all require electricity to function.
The trouble is, we can’t pay our electricity bills, now that money has become worthless.
Nor can the power stations pay for the fuel they rely upon to operate. So, we’re stuck. No
power, no heat, no nuthin.
In well ordered societies, it will be appreciated quickly that there is a certain absurdity in
all this. Perfectly good power stations which could easily provide homes and businesses
alike with electricity are lying idle, while homes freeze and industry grinds to a halt.
The logical step would be for each state, province or county to decide how to ensure that
those who are prepared to spend some hours a week at the power station generating
electricity get rewarded with free supply at home.
Now, that is very primitive, we grant you. But it would be a manner of first line defence
against utter calamity in a moneyless environment.
Step two in the reorganisation of the economy will be undoubtedly to re‐establish currencies
backed by gold, yet by then it is likely the experience of having to bind together as a society
in order to survive in adverse conditions will have left its own trace, a beneficial mark, upon
the way we live.
Of course there will still be the attraction of material prosperity, and there is nothing wrong
with that. It is only when this acquiring of prosperity is placed as the ultimate achievement of
mankind that it needs adjusting. Regrettably, our society has that very hallmark, causing it to
be notable in its childishness. It is time to grow up, to discover as other societies on this very
planet have done in both past and present that there are better markers of rank and status
than the quantity of material possessions a specific person holds. What about the
achievement of personal happiness as a guide to rank, just to mention one possible route?
At any rate, once we come to understand that our material wealth is a product of a society’s
concerted action, we will have the chance to reconsider the aims and needs of our
community. We may well be singing a different hymn in the future – or perhaps the same
hymn but with the verse quoted above replaced with the following lyrics.
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The banker in his office
With fuck all in his till
He ruined us all completely
And handed us the bill.
(Chorus)
All things bright and beautiful,
All creatures great and small,
All things wise and wonderful:
The Lord God made them all.
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Sportive behaviour?
As what promises to be the next Madoff affair looms, financier Allen Stanford, current
whereabouts unknown, is actively being searched for by the SEC, the US stock exchange
regulator, to help with an investigation involving the breaking of US securities laws by his
Stanford Financial Group, which has more than USD 50 bn. under management.
Sir Allen has dual citizenship, having both a
passport from the West Indian island of Antigua,
which put him up for a knighthood from Queen
Elizabeth, and another from his native America.
He is an enthusiastic sports fan, sponsoring events
and professionals in golf, polo, tennis, cricket and
sailing. According to Wikipedia,

Allen Stanford (left) receiving a large
cheque from a cricketer. (are you sure
you’ve got it right? – Ed.)

Stanford Financial Group is the title sponsor for
such sporting events as the Stanford US Open
Polo Championship, the Stanford USPA Silver
Cup, the Stanford Antigua Sailing Week, the PGA
Tour Stanford St. Jude Championship, and the
Stanford International Pro-Am. In 2009, the final
event of the LPGA season, now known as the
ADT Championship, will be renamed the Stanford
Financial Tour Championship. Stanford also
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sponsors professional golfers Vijay Singh, Camilo Villegas and David Toms as well
as Morgan Pressel on the LPGA Tour.
In an interesting parallel with Bernie Madoff, the SEC has been investigating how Stanford
International Bank has been providing depositors with returns consistently above market
levels.

René van den Berg

In a curious coincidence, Holland’s own local fraudster,
René van den Berg, now back home after having resided
at one of Queen Beatrix’s less desirable institutions for a
couple of years, was also attracted to the world of sports
sponsoring. Van den Berg, who was sentenced in 2007
for operating a pure Ponzi scheme involving EUR 85
million and 1,400 clients, had been heavily involved in
financing both tennis tournaments in his home town of
Hilversum and a number of Dutch tennis professionals.

Curiously, neither René van den Berg nor Allen Stanford
appeared to show openly much interest in the ancient sport of mounting pyramids, at which
they clearly had hidden talent.

Up the garden path
Don’t trust the banks? We can’t blame you. But the alternatives are not too good either. A
tragic tale came to our ears this past month. A Japanese businessman in his 80s, but still an
active board member of several companies, was dissatisfied with the interest his savings
would fetch when loaned to a bank. That’s not unreasonable, for in Japan interest rates have
long been at or around 0%.
So, the old boy took to fertilising his garden with cash, digging down his well‐earned dollars
bit by bit into the soil. Over the years he amassed a garden fortune of USD 4 million. Until
last October, that is. According to local police, on 10th October he awoke bright and early at 6
o’clock, looked outside, and was perturbed to find that his garden had been dug up
overnight. Upon further investigation, he discovered his treasure chest had gone.
Two months later, our Japanese gent keeled over, no doubt from the shock of finding he had
suffered a 100% devaluation of his capital. After all, the last time he had checked his cash,
back in 2007, everything had looked fine.
Japanese police have now finally pieced together the details. Apparently the money had been
buried in the garden in case the house caught fire or was felled by an earthquake. It is not
clear why the businessman declined to accept a tiny rate of interest from a bank, and chose
instead to receive absolutely nothing as a return from bunging it under the azaleas.
The police have only two elements to settle still: who dun it, and what’s happened to the
cash.
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The Curse of ABN Amro strikes again
The Curse: all the banks which were involved
in bidding for the Marie Celeste of banking,
ABN Amro, are somehow doomed.
Everyone agrees: Fortis and the Royal
Bank of Scotland were complete
chumps, grossly overpaying at the top of
the banking bubble for dead‐loss Dutch
bank ABN Amro. The third member of
the consortium which acquired ABN
Amro was Santander, which walked off
with Banco Real in Brazil and Banca
Antonveneta in Italy. The latter it almost immediately sold on at a massive profit, and Banco
Real had been one of the few really profitable parts of ABN Amro. The Curse of ABN Amro,
which has all but bankrupted Fortis and RBS, leaving them in government hands, seemed to
have escaped Banco Santander.
Not so. We learn from the Financial Times that Santander’s investment management wing,
Optimal, was busy heaping praise upon … guess who? … Bernie Madoff in the weeks leading
up to the old Ponzi player’s unmasking.
Asset managers at the Spanish bank’s Optimal hedge fund investment arm, whose
clients were among the biggest losers in the Madoff scandal, told institutional
investors they were impressed by Mr Madoff’s ability “to find great entry and exit
points to benefit investors”.
Now, it goes without saying that it was Optimal’s clients, not Santander itself, who bore the
brunt of this misguidance. But it all happened on US soil, and Americans are nothing if not
litigious. Santander could be in for an expensive time, especially as Optimal’s institutional
clients are thought to have been stung for USD 3.2 bn. by Madoff.
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Highlights
The Intuitive Investor Model Portfolio holdings and commentary are exclusive to
subscribers, who receive a complete edition of the newsletter.
A chart tracking The Intuitive Investor Model Portfolio's performance is available
on the website under Model Portfolio.
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