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Key News 

 Bernanke May Cut Benchmark Rate by Most Since Volcker (Bloomberg) 

 China to Take `Forceful' Steps on Inflation, Wen Says (Bloomberg) 

 U.K. Inflation Rate Rises to Highest in Nine Months (Bloomberg) 

 U.S. Mulls Its Next Steps (WSJ) 

 

Key Reports Due (WSJ):  
7:45a.m. ICSC Chain Store Sales Index For March 15. Previous: +0.3%.  
8:30a.m. Feb Producer Price Index. Expected: +0.3%. Previous: +1.0%.  
8:30a.m. Feb PPI, Ex-Food & Energy. Expected: +0.2%. Previous: +0.4%.  
8:30a.m. Feb Housing Starts. Expected: -1.0%. Previous: +0.8%.  
8:55a.m. Redbook Retail Sales Index For Mar 15. Previous: +1.6%.  
2:15p.m. Federal Reserve interest rate decision. Previous: 3%.  
5:00p.m. ABC/Wash Post Consumer Conf. Previous: -30.  

 
 

Quotable  
“What does it mean to say that government might have a responsibility? Government can't have a 

responsibility any more than the business can. The only entities which can have responsibilities are 

people.”  

 

    Milton Freedman 

 
FX Trading ï The Day Weôve All Been Waiting For é Sorta! 
 

Today is Fed Day. Then again, it seems like every day is Fed Day these days.  Any rescues on the 

docket.  We saw this from Caroline Baum’s column yesterday and thought it was perfect: 

 

Minutes after news hit the tape Friday that Bear Stearns Cos. was getting emergency funding 

from the Federal Reserve, the Wall Street humor mill was busy at work.  

``Thank you for calling Buy-a-Bank,'' said an e-mail from a long-time reader. ``Please listen 

carefully as our menu items have changed.  

For Mandarin, press 1.  

For Arabic, press 2.  

For takeover of Bear Stearns, press 3.  

For Lehman Brothers, press 4.  

For any monoline insurer, press 5.  
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To purchase residual assets of defunct hedge funds, please stay on the line and an operator 

will assist you.''  

Anyway, the FOMC wraps up their March policy meeting this afternoon. What’s going to come 

from it? Good question! A fair number of analysts are expecting something big – like a full point 

cut. While a few others think the latest inflation number combined with the Fed’s latest undertakings 

warrant less dramatic action on interest rates this time around. 

 

I wish I could tell you which way it’s going to fall, but my crystal ball is in the shop. If I were to 

venture a guess, however, I’d probably tell you to expect the big one – expect Bernanke and his 

cronies to slice one percentage point off their Fed Funds rate (maybe 75 basis points if they want to 

be conservative!) 

 

Why? Well, their recent action with their Term Auction Facilities, Term Securities Lending 

Facilities and Bear Stearns buyout backing tells me they’re admitting this crisis is of grave concern. 

Plus, they “hope to heck” to restore some bit of confidence in the financial system. Going the 

distance this time around may get that started. 

 

Yesterday was a moral victory for the U.S. equity market – finishing up on the plus side after being 

down quite a bit to start the day. And some key credit spreads tightened up.   

 

Comments from Treasury Secretary Hank Paulson and President G.W. Bush somewhat soothed the 

market. The Fed would welcome a similar reaction to their decision today. And if they’re lucky, 

markets will rally sharply on the idea that the Fed will be there to keep the wheels of the U.S. 

economic and financial machine greased until we power our way out of this mess.   

 

Of course, we realize there is another view on this.  Some suggests the Fed is prolonging the 

problem by keeping the otherwise dead in the water players from going under, thus not allowing the 

market to cleanse itself.  In a perfect world, we would agree that should be the path.  But we wonder 

in a not so perfect world of global finance now dominated by the tentacle arms of derivatives leading 

to otherwise secure counterparties, that maybe the Fed may be doing the right thing.  Time will tell.  

 

If the Fed can succeed in bringing liquidity back to the market, it will have an impact outside the 

stock market, of course. Liquidity is what drives risk-taking. And we all know what currencies are 

beneficiaries of risk-taking – I’m thinking Australian dollar is on the top of that list. 

 

And the way I look at it, expectations for a return of liquidity could work wonders for the Australian 

dollar. Right now it’s tested it highs but sits on critical trendline support … 
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AUDUSD Daily 

 

 
 

And one more thing, correlations have been changing lately.  Now we see the dollar moving in line 

with the stock market.  And we do know the dollar is a bit oversold.   

 

 
 

Good luck today. 

John Ross Crooks III 

Black Swan Capital 
 


