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Key News

e The number of U.S. homes entering foreclosure rose to a record in the fourth quarter.
Homeowners' share of the equity in their homes fell to 48%. Banks that lent money to hedge
funds are asking for some of it back. As the value of mortgage-backed bonds and other
investments fall, lenders are demanding that borrowers put up more cash or assets. (WSJ)

[Hedge Funds: Is it the shoe that hasn’t dropped?]

Key Reports Due (WSJ):

8:30a.m. Feb Nonfarm Payrolls. Expected: -5K. Previous: -17K.
8:30a.m. Feb Unemployment Rate. Expected: 5.0%. Previous: 4.9%.
3:00p.m. Jan Consumer Credit. Expected: +$5.0B. Previous: +$4.5B.

Quotable
Religion blushing veils her sacred fires,
And unawares Morality expires.

Alexander Pope

EX Trading — Bingo!

WASHINGTON (Reuters) fizlobalization does not undermine the ability of the Fed, or any other
central bank for that matter, to control inflation over an appropriate time horizon,” Dallas Fed
President Richard Fisher said in remarks prepared for delivery to a Banque de France
symposium in Paris.

"But it does challenge us -- you might say it disciplines us -- to conduct monetary policy
more prudently,” said Fisher, who is a voting member of the U.S. central bank's interest rate-
setting panel this year.

"In today's world, where investors can move their funds instantly from one currency to
another to avoid depreciation, the price central bankers pay for inflation is much
higher than in the past.”

We congratulate Mr. Fischer for getting that exactly right! Fischer for Fed Chairman anyone?

The central bank (and Treasury) implicit weak dollar policy, which only seems explicit to anyone
with a pulse, is succeeding in chasing people from the dollar in droves. But our blessed bank best be
careful for what it wishes, because there is more than a whiff of dollar panic in the air.

We stress once again, we think this move into commodities has self-reinforcing characteristics and
further negative consequences for the lowly greenback:

1) Inflation concerns pushing investors into hard assets
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2) Hard assets are appreciating against the dollar
3) Appreciating hard assets tend to boost inflation expectations
4) Inflation expectations push investors into hard assets

Mr. Soros might refer to this as a vicious circle. We would agree.

It’s a fairly tight relationship as you can see in the chart below comparing the US$ Index to the
Commodities Index (Inverted). The Commodities Index is inverted on this chart i.e. the red line
going down represents commaodities; by inverting it on the chart you can better see the correlation
with the dollar.
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It is jobs Friday; that marvelous day when anything can and will happen in the markets.
Stay tuned. Take care. And enjoy your weekend.

Jack Crooks
Black Swan Capital
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