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Current Model Portfolio

Entry Dates Units Positions Ticker
Average 

Cost
Current 
Price

Current 
Value $

Gain/ 
(Loss)

40155 100,000 Anvil Mining AVM-TSX 0.785 0.980 98,000 25%

01/08, 10/08 125,000 Bankers Petroleum BNK-TSX 1.395 1.680 210,000 20%

10/04, 3/05 50,000 Bankers Pete $2.49 Wts exp 10Nov09 BNK.WT-TSX 0.905 0.200 10,000 -78%

02-03/09 350,000 Bayou Bend Petroleum BBP-TSXv 0.175 0.235 82,250 34%

2002-2007, 1-8/08, 01/09 3,215,000 Bell Copper BCU-TSXv 0.521 0.080 257,200 -85%

01/09 1,215,000 Bell Copper $0.10 wts exp 31Jan11 0

10/08 175,000 Bravo Venture Grp BVG-TSXv 0.316 0.300 52,500 -5%

11/02, 1/03, 10/03, 5/05 27,500 Entrée Gold Inc. ETG-TSXv 0.812 1.260 34,650 55%

05/04, 06/04 10,000 Endeavour Mining Capital EDV-TSX 2.404 1.430 14,300 -41%

4/06 12,500 Geovic Mining $5.00 Wts exp 27Apr12 GMC.WT.B-TSXv 0.000 0.010 125

04/08, 05-07/08, 04/09 190,000 Gold Wheaton Gold Corp GLW-TSXv 0.363 0.195 37,050 -46%

03/07, 03/08, 05/08, 10/08 250,000 Hathor Exploration HAT-TSXv 1.731 2.100 525,000 21%

01/06 60,000 Impact Silver Corp IPT-TSXv 0.433 0.465 27,900 7%

01/09 5,000 iShares Cdn Energy Sector Index Fund XEG-TSX 12.510 14.810 74,050 18%

02/09 100,000 Mega Silver MSR-TSXv 0.505 0.850 85,000 68%

02/09, 03/09 50,000 New Gold Corp NGD-TSX 2.680 2.150 107,500 -20%

02/07, 04/07 17,500 New Gold $15.00 wts exp 03Apr12 NGD.WT.B-TSXv 2.340 0.025 438 -99%

02/06, 03/06 100,000 Orko Silver Corp OK-TSXv 0.380 0.900 90,000 137%

02-03/09 100,000 Opti Canada OPC-TSX 0.960 1.930 193,000 101%

01/06, 12/07, 08/08 400,000 Orsu Minerals OSU-TSX 0.426 0.065 26,000 -85%

02/06 25,000 Orsu Minerals $1.55 wts exp 21Mar11 OSU.WT.B 0.000 0.005 125

05/07, 08/07, 04/08, 05/08, 11/08, 04/09 350,000 Rusoro Mining RML-TSXv 0.966 0.650 227,500 -33%

05/08 40,000 Sky Ridge Resources SYR.H-TSXv 0.245 0.180 7,200 -27%

1/07 50,000 Southern Silver Expl $0.10 wts exp 24Feb10 0.000 0

05/06 20,000 Strateco Resources RSC-TSXv 1.380 1.140 22,800 -17%

10-11/08 350,000 Terra Ventures TAS-TSXv 0.362 0.400 140,000 10%

07/05 10,000 UEX Corporation UEX-TSX 2.750 1.580 15,800 -43%

4/06, 11/06, 01/07, 05/07, 01/09 200,000 Uracan Resources URC-TSXv 0.664 0.330 66,000 -50%

05/07 12,500 Uracan Res $1.25 Wts exp Jun09 0.000 0

04/09 100,000 Western Zagros Resources WZR-TSXv 0.410 0.790 79,000 93%

04/08, 05-06/08 150,000 Westward Explorations WWE-TSXv 0.473 0.180 27,000 -62%

  Cash Credit (Debit) 580,751

Portfolio Value (NAV) 2,993,139

   Value @ May 1, 2008 $6,016,526

   Year-to-date NAV Growth -50.25%
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Review of Portfolio Changes
May 1, 2008 – April 30, 2009

Company Name Comments Date $ Chnge Cash
Rusoro Mining (RML-TSXv) Bot 100,000 shares @ $0.515 28-30-Apr-09 (51,500) 580,751
Terra Ventures Inc (TAS-TSXv) Bot 150,000 shares @ $0.385 average 15-24-Apr-09 (57,750) 632,251
Gold Wheaton/Kadywood $0.10 wts exp 21Apr09 Exercised 40,000 wts @ $0.10 21-Apr-09 (4,000) 690,001
WesternZagros Resources (WZR-TSXv) Bot 100,000 shares @ $0.41average 12-17-Mar-09 (41,000) 694,001
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Bot 25,000 shares @ $2.03 10-Mar-09 (50,750) 735,001
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Sold 50,000 shares @ $2.50 2-Mar-09 125,000 785,751
Bayou Bend Pete (BBP-TSX) Bot 350,000 shares @ $0.175 average 17-Feb-9-Mar-09 (61,250) 660,751
Opti Canada (OPC-TSX) Bot 100,000 shares @ $0.96 average 18-Feb-5-Mar-09 (96,000) 722,001
Mega Silver (MSR-TSXv) Bot 100,000 shares @ $0.505 10-12 Feb-09 (50,500) 818,001
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Sold 100,000 shares @ $2.99 10-Feb-09 299,000 868,501
Uracan Resurces (URC-TSXv) Bot 50,000 shares @ $0.30 26-Jan-09 (15,000) 569,501
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Sold 25,000 shares @ $2.75 30-Jan-09 68,750 584,501
iShares Cdn Energy Sector Index Fund (XEG-TSX) Bot 5,000 units @ $12.51 21-Jan-09 (62,550) 515,751
Bell Copper (BCU-TSXv) Bot Conv Deb representing 1.215 million shares @ $0.05 average 13-Jan-09 (60,750) 578,301
Bell Copper (BCU-TSXv) Rec'd 1.215 million warrants exercisable @ $0.10 for 2 yrs 13-Jan-09 0 639,051
WesternZagros Resources (WZR-TSXv) Sold 100,000 shares @ $0.99 6-Jan-09 99,000 639,051
Anvil Mining (AVM-TSX) Bot 100,000 shares @ $0.785 12-24 Dec-08 (78,500) 540,051
Bankers Petroleum (BNK-TSX) Bot 41,667 shares @ $0.50 19-Dec-08 (20,834) 618,551
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Bot 100,000 shares @ $1.05 2-Dec-08 (105,000) 639,385
WesternZagros Resources (WZR-TSXv) Bot 100,000 shares @ $0.775 29-Nov-08 (77,500) 744,385
Terra Ventures Inc (TAS-TSXv) Bot 200,000 shares @ $0.345 average 31-Oct-11-Nov-08 (69,000) 821,885
T-3 Energy Services (TTES-NASD) Sold 5,000 shares @ US$25.00 5-Nov-08 143,750 890,885
Rusoro Mining (RML-TSXv) Bot 100,000 shares @ $0.475 5-Nov-08 (47,500) 747,135
Hathor Exploration (HAT-TSXv) Bot 50,000 shares @ $1.225 average 25-Oct-08 (61,250) 794,635
Hathor Exploration (HAT-TSXv) Bot 50,000 shares @ $1.486 average 17-Oct-08 (74,300) 855,885
T-3 Energy Services (TTES-NASD) Bot 5,000 shares @ US$20.05 10-Oct-08 (115,288) 930,185
Bankers Petroleum (BNK-TSX) Bot 50,000 shares @ $1.422 9-Oct-08 (71,100) 1,045,473
Hathor Exploration (HAT-TSXv) Bot 25,000 shares @ $2.00 average 7-Oct-08 (50,000) 1,116,573
Hathor Exploration (HAT-TSXv) Bot 25,000 shares @ $2.695 average 2-Oct-08 (67,375) 1,166,573
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Bot 25,000 shares @ $3.90 2-Oct-08 (97,500) 1,233,948
Bravo Venture Group (BVG-TSXv) Bot 175,000 shares @ $0.316 average 2-Oct-08 (55,300) 1,331,448
Svit Gold / Whistler Gold (SDP-TSXv) Sold 150,000 shares @ $0.38 28-Aug-26-Sep-08 57,000 1,386,748
Geovic Mining (GMC-TSXv) Sold 75,000 shares at $0.99 3-Sep-08 74,250 1,329,748
Gold Wheaton / Kadywood Capital (KDC.H-TSXv) Sold 150,000 shares @ $0.99 (stop loss of free-trading shares) 26-Aug-08 148,500 1,255,498
Benton Resources (BTC-TSXv) Sold 50,000 shares @ $0.40 (stop-loss) 12-Aug-08 20,000 1,106,998
Svit Gold / Whistler Gold (SDP-TSXv) Bot 50,000 shares @ $0.425 average 4-8-Aug-08 (21,250) 1,086,998
Orsu Metals (OSU-TSX) Bot 150,000 shares @ $0.48 average 7-Aug-08 (72,000) 1,108,248
New Gold (NGD-TSX) (Old Peak Gold 1 for 10) Bot 30,000 shares @ $4.91 average 5-Aug-08 (147,300) 1,180,248
Bell Copper (BCU-TSXv) Bot 220,438 shares @ $0.382 average 28-Jul-1-Aug-08 (84,207) 1,327,548
Terra Nova Gold Sold 50,000 shares @ $0.08 (stop loss) 29-Jul-08 4,000 1,411,755
Arian Silver AGQ-TSXv) Sold 200,000 shares @ $0.18 28-Jul-08 36,000 1,407,755
Yale Resources (YLL-TSXv) Sold 325,000 shares @ $0.0759 7-25-Jul-08 24,570 1,371,755
Radius Gold (RDU-TSXv) Sold 25,000 shares @ $0.24 (stop loss) 17-Jul-08 6,000 1,347,185
Lynden Ventures (LVL-TSXv) Sold 100,000 shares @ 1.78 average 28-May -15-Jul-08 178,000 1,341,185
New Sage Energy (NSG-TSXv) Sold 95,000 shares @ $0.20 15-Jul-08 19,000 1,163,185
Goldquest Mining (GQC-TSXv) Sold 75,000 shares @ $0.49 14-Jul-08 36,750 1,144,185
Svit Gold / Whistler Gold (SDP-TSXv) Bot 100,000 shares @ $0.532 average 9-Jul-08 (53,200) 1,107,435
Gold Wheaton / Kadywood Capital (KDC.H-TSXv) Bot 150,000 units @ $0.50 average 8-Jul-08 (75,000) 1,160,635
Crescent Resources (CRC-TSXv) Sold 100,000 shares @ $0.22 8-Jul-08 22,000 1,235,635
Southern Silver Exploration (SSV-TSXv) Sold 275,000 shares @ $0.215 12-Jun-7-Jul-08 59,125 1,213,635
Coastport Capital (CPP-TSXv) Sold 40,000 shares @ $0.15 27-Jun-08 6,000 1,154,510
Bayou Bend (BBP-TSXv) Sold 150,000 shares @ $0.57 (stopped-out) 25-Jun-08 85,500 1,148,510
Mega Silver (MSR-TSXv) Sold 100,000 shares @ $0.887 average (stopped-out) 19-23-Jun-08 88,700 1,063,010
Gold Wheaton / Kadywood Capital (KDC.H-TSXv) Sold 100,000 shares @ $1.105 16-Jun-14-July-08 110,500 974,310
Westward Explorations (WWE-TSXv) Bot 50,000 shares @ $0.502 average 22-May-16-Jun-08 (25,100) 863,810
Fortune River (FRX-TSXv) Sold 420,000 shares @ $0.496 5-May-3-Jun-08 208,320 888,910
Bell Copper (BCU-TSXv) Bot 158,500 shares @ $0.61 average 10-May-2-Jun-08 (96,685) 680,590
Transeuro Energy (TSU-TSXv) Sold 200,000 shares @ $0.578 26-May-08 115,600 777,275
Hathor Exploration (HAT-TSXv) Bot 50,000 shares @ $3.14 22-May-08 (157,000) 661,675
Hathor Exploration (HAT-TSXv) Sold 50,000 shares @ $3.50 22-May-08 175,000 818,675
Bayou Bend (BBP-TSXv) Sold 100,000 shares @ $0.815 average 13-May-08 81,500 643,675
Westward Explorations (WWE-TSXv) Bot 70,000 shares @ $$0.48 average 7-13-May-2008 (33,600) 562,175
Rusoro Mining (RML-TSXv) Bot 50,000 shares @ $1.05 7-8-May-2008 (52,500) 595,775
Gold Wheaton / Kadywood Capital (KDC.H-TSXv) Bot 50,000 shares @ $0.415 average 1-6-May-08 (20,750) 648,275
Hathor Exploration (HAT-TSXv) Bot 50,000 shares @ $2.00 2-May-08 (100,000) 669,025
Bravo Venture Group (BVG-TSXv) Stop-loss, sold 125,000 shares @ $0.296 average 2-May-08 37,000 769,025
Sky Ridge Resources (SYR.H-TSXv) Bot 20,000 shares @ $0.44 2-May-08 (8,800) 732,025
Sky Ridge Resources (SYR.H-TSXv) Bot 20,000 unit PP @ $0.05 (1 wt @ $0.10 to 20Dec08) 2-May-08 (1,000) 740,825
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“When the situation was manageable it was neglected, and now that it is thoroughly out of hand we apply too late
the remedies which then might have effected a cure. There is nothing new in the story. It is as old as the sybilline
books. It falls into that long, dismal catalogue of the fruitlessness of experience and the confirmed unteachability
of mankind. Want of foresight, unwillingness to act when action would be simple and effective, lack of clear
thinking, confusion of counsel until the emergency comes, until self-preservation strikes its jarring gong, these
are the features which constitute the endless repetition of history.”

~ A quote from a Winston Churchill speech to The Commons – May 2, 1935

State of the Union
As recently as a few weeks ago, seemingly everyone was incredibly gloomy about the global economy, bearish
about stock markets and deeply depressed about the world in general. Most believed there was an even chance
that the world was facing a long cycle of recession, depression and wealth destruction. The bears continue to
believe that the best-case economic scenario will resemble Japan's agony since the 1990s, and the worst is a
replay of the dirty 1930s.

Fundamentally, recent events haven't brightened the picture much, although the current market rally is as
encouraging to some as it is surprising to many. Global economic data has deteriorated, and the market
consensus is still that the descent of the US economy, Europe and the major emerging markets has accelerated.
Troubling for many of us free-enterprisers, far-left-from-the-center President Obama has announced what many
consider to be a populist re-distribution tax agenda, which inevitably increases the tax rate on capital gains and
dividends and gives tax reductions and distributions to the middle class and the poor - who put him in power.

Despite this, there is increasing evidence for a happier scenario. Certainly the world is having the most severe
recession of the post-war era, and the recovery will be sluggish and plagued by inflation. Nevertheless, the
doomsday scenario of depression and deflation, of the Dow Jones industrial average hitting 5000 and the S&P 500
hitting 500, is remote. In fact, we believe the markets could be on the brink of a significant rally, and the US
economy may even begin to recover later this year, as the US dollar weakens and the Treasury bond bubble
deflates. Here are the reasons why:

1. The central banks and governments of the world were caught by surprise by the rapidity and severity of the
financial panic and collapse of the world economy. Slow to react at first, it was nevertheless far faster than the US
in the 1930s or Japan in the 1990s. Historically, the authorities were not only slow off the mark, they also made
serious policy errors, such as raising tax rates, imposing tariffs and not curing the banking systems. These
mistakes are now well understood - Fed Chairman Bernanke has written a book on the subject.

This time around powerful fiscal and monetary stimuli have been unleashed that are totally unprecedented in size
and scope. Overkill even comes to mind, and certainly shock and awe. Interest rates have been dramatically cut
everywhere, and countries around the world announced new fiscal-stimulus programs. It takes time for these
actions to affect economic activity.

Rate cuts and money supply expansion is powerful medicine, but need at least 6 months to a year to become fully
effective. Fiscal programs are quicker, but take time to implement. These actions should begin to boost activity by
early summer, and their uplifting effect will grow as the year progresses. In the US the fiscal-stimulus program is
expected to add 4 percentage points to real GDP growth in both the second and third quarters of this year. The
world economy should begin to level out and improve as time goes on. We are not in a hopeless death spiral as
the bears say.

2. Adjusted for inflation world stock markets are down 60 to 70 per cent since 2000. The sorry state of the world
economy is front-page news. Pessimism and sentiment have likely discounted the worst potential outcome. The
bad news is well known and thoroughly reflected in the markets.

For the entire 20th century the annual real (after inflation) return for stocks in the US was 6.9 per cent, versus 1.8
per cent for Treasury bonds. In Sweden the relevant figures were 8.2 per cent per year versus 2.3 per cent for
bonds; in Germany, 3.7 per cent versus minus 2.3 per cent; and in Japan, 5 per cent versus 1.6 per cent.
Obviously the facts say don’t hide in fixed income for long, and for good reason.

Yet treasury bonds have vastly outperformed stocks for 10 years, and the relationship between the two is back to
the level of the early 1980s. This was a fabulous buying opportunity for stocks of course. Recall that 1982 was the
takeoff point for the greatest bull market in history.
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Why would anyone want to be a lender to the US government rather than an owner of real assets, or the means of
production, at a moment when the government is printing more paper than at any time in its history? The creation
of money has always meant higher inflation and interest rates, eventually, which is of course bad for bonds.

3. Stocks are on sale – and are either cheap or very cheap, in absolute terms as well as versus inflation and
interest rates. In the US, the price-to-earnings ratio of the S&P 500 when it is calculated on a market-
capitalization-weighted basis is about nine times already depressed earnings. At the height of the bubble in 2000
that ratio was close to 20 times, and at the peak of the recovery in the fall of 2007, it was around 15.

Currently the dividend-yield on stocks in both the US and Europe is higher than the return on government bonds.
Over the long run, the ratio of a company's stock price to its book value (a measure of the retained earnings of a
company), and the ratio of its stock price to sales, have been the best predictors of performance, and they show
exceptional value at the moment.

4. Sentiment is at a record low. Not even in 1974 when the outlook was very grim was sentiment this bad. Back
then the US had just lost a war in Vietnam and nearly impeached a president, it was suffering severe inflation and
a recession, and its cities were burning. Yet the gloom wasn't at the levels that we have seen recently. Money-
market cash is equivalent to 43 per cent of the total capitalization of US stocks, an all-time high. The return on
cash is zero, and negative in real terms! Surviving hedge funds hold more cash than ever. Private-equity funds are
literally being given away because their owners don't want the risk. This shows how bearish everyone is.

Our experience is that when everyone is bearish, it's invariably right to be buying. Being contrarian at the extreme
works. The bottom of a stock-market cycle, by definition, has to be the point of maximum bearishness. The news
doesn't have to be good for prices to rally; it just has to be less bad than what has already been factored into the
market.

5. In the oil-consuming countries, the huge drop in oil prices is similar to a massive tax cut. The fall in consumption
is beginning to level out. Inventories have been reduced to levels so low that production will have to be increased
even to meet the current depressed level of demand. The other side of this is that the oil producing emerging and
developing countries have seen a massive reduction in cash flow, which may in fact lessen the resources thrown
towards terrorism.

The purchasing-managers index (PMI) in China rose for the third consecutive month. JPMorgan's global-
manufacturing PMI posted a second consecutive gain in February, and its new-orders index has turned and is
rising. These indexes are still in recession territory, but the rate of change has turned up.

The Japanese car companies recently announced assembly-line increases, and in the US, auto-dealer and home-
builder surveys are looking up. US house prices are still falling, and mortgage foreclosures are rising, but the
affordability of housing has soared and existing home sales are rising. The Obama administration is proposing
major mortgage-term restructuring.

A Depression in the old sense of the word is impossible. The world is a different place, and far wealthier than it
was 80 years ago. If one describes a depression as the loss of purchasing power of the wage earner (a correct
definition), then we have been in one for the past 50 years since wages have not kept up with the cost of living. It
now takes two earners to make it in an average family. But if you’re thinking breadlines, hobos and the dirty 30’s,
and we will stay with that picture for our definition, it is not going to happen.

“We are heading into the Greatest Depression in history”. As long as this image gets into the press and the media
and politicians buy into it, the government has a green light to create as much money as is needed, and they will
do what ever it takes. Bernanke has been telling us that for years. Throwing money out of helicopters - believe
him.

We urged investors to accumulate positions in selective stocks all during the November-December fear and
madness. More than one commentary suggested this was a “blood in the streets” scenario, and that one would do
well to follow the advice of centuries past in such circumstances. We believe that the gargantuan liquidity
injections from the Fed and most other major central banks will be enough to refloat the sinking US and global
economies.

All past bear markets and recessions were nearing their ends when some sector or sectors of the stock market
and the economy began to take off, eventually providing the leadership—and muscle—the overall economy



5

needed to get growing again. Shrewd equity investors who took a bet on buying stocks, primarily because they
saw opportunities for outsized profit gains in those industries, not only got their timing right, but outperformed for
years. Cautious though we are, we are not following April’s time-tested advice for equity investors—“Sell in May
and go away”. Given the extreme in negative sentiment we saw, we doubt that the downside from here is either
deep enough or certain enough to validate a timing-based sale now, except for true trading positions that are not
part of the core holdings.

The Case for Small Caps

We continue to believe that small-caps are the place to be for 2009-10, as readers of my "Back up the Truck"
commentary last year know all too well. In fact, that has been the premise of Growth Stocks Weekly since its
inception back in 1995. That is our beat, and history has shown that if you can weather the volatility (meaning stay
out of margin, stay disciplined with mental stop-losses in place, and use money earmarked for aggressive growth,
not retirement cash flow) you will out-perform the market. With some good timing thrown in, performance can be
wildly profitable. Jumping into the deep-end and buying well considered, traditionally riskier small cap stocks
continues to be the smartest bet right now. Let’s review the data.

Coming out of recessions, small caps lead the way.
Earlier this year, the National Bureau of Economic Research (NBER) made it official that the U.S. economy is in a
recession. We have solid evidence that no matter when we make the calculation (after one month, six months,
one year, even three years) small cap stocks trounce their larger brethren coming out of slowdowns, according to
the data crunchers at Old Mutual and Morningstar:

Even if the economy doesn’t recover in 2009, small cap stocks should outperform.
The latest from Citigroup Global Markets indicates small caps could care less about the underlying economy. Even
in years of flat or negative GDP growth (up to 2%), small caps return an average of 44%.

The January Effect makes a big impact to the number s.
Based on the 10 worst years for stocks since 1927, small caps jumped an average 18.17% in January alone.
Meanwhile, large caps barely showed up for the much-heralded January effect. They only mustered a 3.1% gain,
on average. That is why we bought most of our new positions while market participants panicked in October and
November, and during the December tax-loss selling. The pressure usually comes off by January.

In the end, only time will tell if a sustainable small-cap rally is truly underway. By then it will be too late. One needs
to heed the data that keeps piling up in favor of small caps. I’m not saying you should invest in nothing but such
stocks. But you should at least consider increasing your exposure. By the time it becomes obvious and investors
flock into these stocks it’s way too late – maybe time to take some profits off the table.

Here’s one last data point: Since 1926, Morgan Stanley found large caps return more, on average, when they trail
small caps. When large caps lead the way they only return 7% per year on average. When small caps shine, large
caps return 13% per year, on average. Put more plainly, a small-cap rally is a win-win. May as well keep a big foot
in that door, and stay away from the bubbles.
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Looking to the Past for Clues

Is the stock market a good predictor for timing the next recovery and the nature of that recovery? The answer to
the former is yes, but it often takes a few false starts before it gets its forecast right. The trick for investors is to
figure which rally is the right one, or whether it’s just another discouraging false start. The market’s record in
answering the latter is considerably better. In fact, it’s been spot-on since 1974.

The stock market senses shifts before they become vindicated by financial performance. While the bad news from
big companies in high-profile industries splash across the front pages, buried inside are brief accounts of the
improving outlook for companies in industries whose growth should be particularly robust in the next cycle.

Apart from Japan’s demographically-driven “Triple Waterfall Crash” that began in 1990, there have been three
recession-powered bear markets (Bears) since World War II. Let’s briefly take a look at what happened in each:

As the Bear of 1973-74 was bottoming out in late November, mining and oil stocks were moving up, led by gold
miners. Those same stars through the gloom of what was then the worst bear market since the Depression
became investors’ favorites through the turbulent ups and downs of the rest of the decade, prospering through the
ensuing stagflation that crippled the economies of the industrial world.

By February 1976, the S&P had climbed by a third from its December ’74 low, but its returns thereafter to the end
of the decade were substantially below cash. But the returns to holders of gold, silver and oil stocks remained
great. But to stay on the winning side, investors had to cash out those profits in 1980 when stagflation was
arrested by Volcker under Reagan’s watch. The lesson here was that by early 1980 a two-decade inflation-hedge
reversal was underway. A Triple Waterfall collapse was dawning. The winning trade became shorting gold and
silver, and going long T-Bonds. The sustained disinflationary bull market was wondrous for virtually every stock
group except commodities.

But first had to come the brutal Bear Market of 1981-82, with the S&P down 48%. As it was beginning to bottom
out, defense stocks began to surge in response to the Reagan arms build-up, and high-grade consumer stocks
began to show improving relative strength as investors concluded that a powerful economic recovery was
inevitable. Volcker declared victory over inflation and 16% interest rates were no more. The leaders in those
industries led the bull market that began August 13, 1982, as the Dow finally burst through 1,000 to stay, and then
kept rising, interrupted briefly by the Crash of 1987.

Coming out of the ’87 Crash, bank and brokerage stocks led the way, correctly anticipating further Fed easing and
a continuation of the Reagan boom. The recession of 1990 doomed the presidency of the first George Bush, but
ended with a major new bull market in technology stocks. What would later send it to unimaginable valuation
peaks, a bubble by any other name, was Greenspan’s panicked injections of liquidity into the economy after the
Long Term Capital crash in 1998, and the 1999 Y2K anxiety.

The most recent Bear arrived in 2000, forecasting the recession that hit seven months later just as Bush was
elected. The commodity Triple Waterfall Crash that had begun in 1980 finally ended just as 9/11 proclaimed a new
kind of war. The drastically reduced population of defense stocks joined the ranks of US stock market leaders
again. This also marked the bottom for base metal stocks as shrewd investors realized that the metal miners’
prolonged suffering was largely the result of when the Berlin Wall fell in 1989, signifying the end of the Cold War.

Military procurement spending during the Reagan buildup had been the major source of non-cyclical metal
demand. The coming of peace was bad news for copper, zinc, nickel, aluminum and steel. Once the USSR
imploded, the great Gulag mines and other metal production facilities across Russia suddenly faced zero demand
from the military, which had been more than 35% of Soviet GDP. Many of the mines that managed to stay in
production after communism’s crash became relentless price competitors by making desperate deals to sell their
output in world markets.

Back in 2002-03 we proclaimed that the greatest commodity Bull market of all time - a new secular or super-cycle
- had already begun. At that time oil and mining stocks were already lifting off. The problem for most US-based
investors was that there were almost no US-listed gold or base metal stocks left, and nearly all of the S&P’s
commodity capitalization was represented by the big integrated oil stocks. As splendid as these stocks would be in
coming years, none of them had what would become the defining characteristic of value in this decade - long-
duration reserves in politically-secure regions of the world.
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It was at this time that the KGB came back to become Russia’s new ruling class, and began settling old capitalist
scores on terms to their liking, clawing back on significant deals made earlier with the integrated oil companies in
particular. Cash flow back into the State and to selected supporters became the focus, with brutal certainty.

The force that then propelled the Dow and S&P to new peaks was the astounding rally in financial stocks. The US
had discovered a new export industry to participate in the global trade boom—Wall Street-created derivatives. The
sharp increase in jobs in this new export sector made up for the jobs lost to foreign competitors in the goods-
producing industries. By 2006, 41% of US corporate profits were being booked by banks, brokers, mortgage
companies, insurers, hedge funds, and private equity firms. The financial sector’s share of profits was in the 20%
range during the 1970s and 80s and the 25% range during most of the 1990s.

Wall Street’s excesses and their donation and lobby-driven influence over Congress led to vast interventions into
the housing market, to promote trillions in mortgage lending to individuals with low or no credit ratings. Washington
and Wall Street portrayed themselves as being high-minded donors of The American Dream to the unjustly
disadvantaged. They shouted down the critics of the mortgage-lending principles erosion as unpatriotic. The array
of new products rewarded politicians connected with Fannie Mae and Freddie Mac who promoted them, the Street
that fashioned them, and investors who rushed for the higher interest rates on these new confections. The US had
discovered a new export industry to participate in the global trade boom - Wall Street-created derivatives.

The financial and housing booms were something akin to Tulip-mania in Holland back in the 1600’s. The real
growth in economic activity was mostly elsewhere. For the first time, global economic growth and trade driven by
booms in China and India far outpaced US GDP growth. The US trade deficit kept climbing, as US factories’ share
of US consumption kept falling. The outsourcing of US production for US consumers to producers in China,
Taiwan and South Korea swelled global figures at the expense of US jobs and US GDP. Meanwhile US-oriented
equity investors were missing out on the fundamentally driven booms across the Pacific.

We now know that US economic growth in the late 1990s and this decade was heavily dependent on bubbles -
first technology and then financial. The repeal of Glass-Steagall (dividing investment firms from the banking
sector) led to the creation of the new investment banks. Firms like Bank of America quickly sought to take market
share from the long-standing investment banks, Goldman Sachs, Bear Stearns, Lehman and Morgan Stanley, and
ultimately became a major factor in this second bubble.

The S&P’s record run-up from its March 9th low was led by the financials and homebuilders. It might appear,
based on the relative strength performance in earlier bear markets, that investors now believe the recovery will be
like its predecessor. However, these bank stock rallies technically resemble dead cat bounces rather than cool-
eyed appraisals of tomorrow’s economy. Much of the trillions of taxpayer money propping up those industries will
ultimately have to be written down and refinanced. We would avoid being drawn in to the sector’s strength.

We doubt that the stock market has fully priced in the household wealth destruction. The Financial Times reported
a McKinsey Global Institute study last month that reminds us of the scale of the challenge. “From 2003 until the
third quarter of 2008, US households sucked $2,300 billion of equity from their dwellings. About $890 billion was
used for personal consumption or for home improvements - a sum exceeding the Obama Administration’s
emergency stimulus package. Since its peak in 2007, household net worth has fallen by $13 trillion, almost
equivalent to one year of US output.”

No economic recovery and no true bull market will arrive until the financials are strong enough to make a positive
contribution to the economy and to financial market activity. In past cycles the bank stocks came back from
disaster largely on their own ability. Their recovery helped kick-start recoveries in the stock market and the
economy. This time, the shares of the big banks collectively have bounced back big, but only because of trillions of
subsidies in various forms from the taxpayers and the Fed.

Which equity groups are showing good relative strength? Most prominent are two sectors that are heavily
leveraged to growth in world trade - technology and commodities. These two groups have not traded together
historically, because their basic business models are opposed. So why should they trade together now and into the
next recovery?

Leading info-tech companies are, more than most other major American industries, now tied directly into the
growth of overseas economies. The same new Third World middle class that created the commodities boom is
also the driving force behind the growth in sales of cell phones and other tech hardware and supporting software.
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For mining and oil companies, the current issues concern doubts about global demand for the materials they
produce, and the difficulties they face to increase or even replace current production from the shrinking supply of
economic reserves in politically-secure regions of the world. Agricultural companies face protectionism and
politics. Their opponents are the NGOs, politicians, and celebrity reactionaries yearning to bring back the days of
quaint, small, mixed farms producing a variety of crops in some utopian rural community.

Global Trade
The next economic cycle, like its predecessor, will be driven primarily by growth in global trade. The US is not
going to be the driver. In fact, the non-agricultural US economy and the major US stock indices will likely be
significant underperformers. The powerful relative strength of tech and commodity shares tells us that US
economic growth will be driven by exports that meet foreign demand, mainly out of the rapid-growth Asian
markets.

The New York Times article “World Trade Shrinks” of April 11 updated the alarming statistics on global trade.
Using data from 15 major global economies, it showed how powerful the growth in trade was this decade - and
how it has plummeted since mid-2008. For the group, total exports from those countries grew from 2002 until mid-
2008 at double-digit rates, frequently reaching the 20% range, and dipping below 10% for only a few months. Then
it fell off a cliff. The data for year-over-year percentage decline of exports in February were of horror proportions:

China – 41%
Taiwan – 41%
Japan – 38%
Canada – 33%
France – 33%
Germany – 32%
Britain – 32%
Brazil – 25%
USA – 22%
India – 22%

Note that this list is not really effected by the collapse in oil prices. Only one oil-exporting nation, Canada, is
included, and Canada is an industrialized nation. Barry Eichengreen of the University of California says trade has
collapsed more severely than in 1929-30, which can be put into visual context by using the bell-weather Baltic Dry
Index Index as a proxy - which tracks worldwide international shipping prices of various dry bulk cargoes:
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Certainly the severe decline to these economies’ exports far offsets the benefits to their trade balance and
consumers’ living costs from the plunge in oil prices. So why have commodity stocks been outperforming major
stock markets, and commodity prices, for the past six months?

Several factors are worth considering:

1. Commodities and commodity stocks kept rising for eight months after the Dow and S&P had entered bear
markets. As the last-remaining profitable asset class for long-only hedge funds and other levered players, they
doubtless attracted a disproportionately-large percentage of fast money before “The Midnight Massacre of July
13th” triggered panic liquidation and world-wide margin calls. Perhaps long-term investors were waiting until the
effects of the Lehman bankruptcy on the $65 billion of hedge fund assets had been worked off and now believe
the commodity stock hammering was overdone.

2. The unprecedented scale of the bailouts and quantitative easing from Washington, London and Europe argues
that this will continue to a recession, but not a Depression. The plunge in the global economy was anticipated by
only a handful of long-time bears. The power and suddenness of the collapse made at least a few long-term
investors conclude that the global economy might snap back quicker than the born-again bearish consensus is
predicting. Therefore, commodity prices should turn upward before most experts become convinced the economy
has touched bottom – simply a good contrarian stance.

3. “Quantitative Easing” has become the latest tool for monetary policies in Washington and abroad. Many
sophisticated investors consider this a euphemism for inflationary monetary growth. The last time excessive
monetary growth was launched to fight a global recession came in the 1970s. Although the rapid monetary
expansion then was nowhere near today’s pace and magnitude, it unleashed stagflation, huge gold and silver run-
ups, and years of out-performance by commodity stocks. Why couldn’t commodity investments be even bigger
winners this time?

4. Last year’s plunge in raw materials prices triggered knee-jerk production cutbacks and major slashes in
exploration and development in the mining and oil industries. It didn’t take long for analysts to publicly opine that
commodity prices could go back quite swiftly to their former peaks once the global recession ended. Example:
Daniel Yergin’s Cambridge Energy Research Associates, which had persistently underestimated oil price gains
from 2003 through 2008, recently raised its estimates for oil prices sharply for the next decade, because of the
abandonment or delay of so many big-ticket oil projects.

5. High-profile bids for commodity production assets emerged amid the carnage. Most notable was Chinalco’s bid
for Rio Tinto facilities in Australia, which investors believe has Beijing’s backing. Since these bids came at a time
that China announced it was rebuilding its “strategic” reserves of oil, foods and metals, investors began to
reconsider analysts’ forecasts for Depression-style collapses in raw materials prices.

6. Remarkably, the strong commodity stock performance came against the backdrop of the strongest rally in the
value of the dollar in this decade. Almost every commodity investor knows that, for decades, the most reliable of
inverse correlations has been of the performance of commodities compared with the dollar. Commodity stocks
should therefore have continued to lead the stock market down noisily, instead of quietly rallying. What happens to
commodity stocks when the dollar Bear re-emerges, as seems to be becoming evident.

Adding up the weight of evidence, this looks to be a good time to search for value amongst the raw materials
producers. We originally “fell in love” with commodities because we believed that China and India would, in the
coming decades, regain their multi-century status as the world’s largest economies. That means their demand for
raw materials will put continuous, powerful pressure on global commodity supplies. We hadn’t anticipated the
sudden onset of the worst recession since the Depression. On the assumption that this downturn will end, then the
commodity story will become more relevant than ever. We have growing doubts that the US economy will regain
its characteristic global leadership, so most US stocks today lack the attractive long-term fundamentals of the
leading commodity stocks.

Some economists are already picking up on the strong performance of commodities as evidence that the collapse
in global trade may be over, and that an economic pickup could occur within months. In particular, reports that
China’s stimulus program is already working have sent buyers into metals futures and metals stocks.

History says that the stock market could be somewhat premature about the timing of the upturn in global trade, but
it has not erred in its choice of stock market leadership during the next economic cycle.
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What about Gold?
We're about eight years into gold’s bull market, and some observers figure that gold's pretty much had its day and
that once the fear levels ease, it will retreat for good. Gold has breached the US$1,000 level twice so far, and
more recently has spent weeks trading above the old 1980 high of US$850 per ounce, finding firm support. During
the height of the panic days last fall, gold retreated to US$710, a strong support area (the old 2006-7 resistance
highs), before starting a 4-month run to retest US$1,000 – reached in mid-February. Since this “double-top” Gold
has been in a pullback, and we are currently largely out of our trading positions as per the many commentaries we
sent out since the failure to set a new high.

Recently the Chinese announced that they have doubled their gold holdings. China is now the fifth-largest holder
of gold in the world. News of its gold-accumulation helped send gold back over US$900 again after drifting down
into the US$870 area. Gold is certainly still in a secular bull market, but undergoing a consolidation, so far within a
narrowing trading range, and entering what is typically a quite period of the year.

China has a lot of money to spend, nearly $2 trillion in US dollar reserves at last count. Many people believe that
China won’t sell the dollar because it has a vested interest in keeping the dollar high. In fact, China has been
diversifying away from the dollar as a matter of policy, albeit slowly, since 2005. That was when it officially broke
the renminbi’s peg to the dollar and marked it to a basket of currencies. The US is a massive supplier of low-cost
dollars. It creates dollars nearly effortlessly and has done so for decades – a privilege that comes with its status as
the world’s only reserve currency. However, the US dollar has already lost 95% of its purchasing power over the
last 90 years or so, and there’s no reason why the next 90 years should be any different. In fact, for about half of
the last 90 years, gold still had some official role as disciplinarian of the world’s monetary systems, but not so
today.

What investors need to consider is that the four-digit gold price seen so far is with no price inflation to speak of, no
effects of the massive increase in the money supply, and in the face of a rising dollar. One may argue that gold
has been a remarkable anticipator or discounter of future events – effectively rising for eight years ahead of the
accelerating debasement of the dollar “baked in the cake”.

So the question now is what happens to gold when high inflation, excess cash, and a falling dollar becomes the
front page news? After all, gold's performance to date has been powered only by general anxiety, not by any
highly-visible erosion in the dollar's value.

In the 1970s gold rose from $35 to $850, a factor of 24 times. The 21-year low set in 2001 was $255.95, coinciding
with the ex-Chancellor of the Exchequer selling most of the UK’s gold reserves. He did such a brilliant job the UK
has since made him Prime Minister. Anyway, multiply that by 24 times and you get a gold price of $6,200 per
ounce. Simple arithmetic, but you get the idea that the move to date has been pretty tame.

Another simple math exercise – the US government currently holds 287 million ounces of gold. If the government
were to make each dollar redeemable by the amount of gold it possesses, we'd arrive at the following price for
gold: $1.569 trillion ÷ 287 million oz. = $5,467 per ounce.

Then there’s the Gold/Dow Ratio. The ratio was about "1" when gold peaked in 1980, meaning the Dow and gold
were the same price. To restore that relationship at today's stock prices would mean when the Dow is at 7,500,
gold should be at $7,500/oz. Of course, the Dow may get a lot lower before gold peaks. But even if it drops all the
way to 4,000, that would imply a gold price of $4,000/oz.

Looking at the world marketplace, total central banks reserves (including gold holdings) is $4.8 trillion. Divided by
930 million ounces total gold reserves held by all official institutions that issue currency, this implies a $5,160 gold
price. If the public loses confidence in the paper game being run by the central banks, governments will be forced
to back their currencies with gold and perhaps other tangibles like silver.

The size of a country's deficit or surplus would be of no consequence if all currencies were convertible into a fixed
amount of gold. However, the dollar is increasingly considered a hot potato, and when the trade balance reverses,
as it must, dollars will flow back to the U.S. and fuel domestic price inflation. Based on the cumulative trade deficit
of $9.13 trillion (up from $6 trillion since June '07) and US gold holdings of 287 million ounces, the corresponding
price of gold would be almost $32,000 per ounce.

Finally, the GAO (Government Accountability Office) calculates an income statement and balance sheet for the US
government. As you'd suspect, it is dominated by future liabilities for Medicare and Social Security. What if they
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had to be backed by the supply of gold? Official U.S. government liabilities now ring in at an incredible $55.2
trillion. To make good on that would require an almost $200,000 price for gold.

The point here is that no matter how you measure it, the price of gold is at a historically cheap level when
compared to the dollars out there. And when the dollar resumes its downward slide, and the expanding money
supply jolts the real economy, and inflation kicks in, gold should start to reflect its intrinsic ability to store wealth.

Is the carry trade coming back?
Borrow cheap and invest at higher rates of return? Haven’t we learned the perils of leverage and debt? For now it
looks like the appetite for risk is coming back. Fed Chairman Ben Bernanke told members of the U.S. Congress
that the recession could "bottom out" later this year. He said you might even see a glimmer of growth by the end of
the year. "The recent data ... suggest that the pace of contraction may be slowing, and they include some tentative
signs that final demand, especially demand by households, may be stabilizing."

The US dollar and Japanese Yen are weak, while commodity currencies like the Australian, New Zealand, and
Canadian dollars are firming up. Bond prices are down, stocks are trending up, and even oil is creeping back to
$55, looking to make a breakout. The world markets are enjoying a bounce from the March lows. "Optimism
builds," says a headline in the Financial Times.

New York-based Economic Cycle Research Institute says, "The U.S. is on the cusp of a growth rate cycle upturn."
We’ll have to wait and see of course to be sure, as we suspect there’s much pressure from the Administration to
affect public opinion and thereby help restart the economy – a little optimism is sorely needed.

On the US housing front houses are down 30% from their highs. The Case-Shiller index of housing prices has
fallen for 30 months in a row. The latest data shows more sales - of new, as well as existing houses. And there are
more housing starts too. But in the former leading states - California, Nevada and Florida - about half the sales are
of foreclosed properties. These properties are hitting bargain prices, and pulling down the value of the entire
housing stock. And there are still lots of houses to sell. So don't expect any major turnaround in prices soon.

When the housing crisis began, we provided data that estimated that prices needed to come down about 40% in
order to make the average house affordable by the average person. Of course that was before the average
person's income came down. If the depression continues, house prices should come down a further 10% to 20%.
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And don't forget about the second wave of defaults that we highlighted to readers back on April 25. In 2010-11 the
"Option ARM" and "Alt-A" home loans will reset at higher rates, and some unlucky homeowners could see their
mortgage payments as much as double (see the chart above). And then there’s the serious state of the
commercial real estate market – only now starting to become evident.

If the United States is deep into the "worst downturn since the Great Recession," who will have the money to buy a
house? But that's the issue. Maybe the world is not entering a major downturn after all. Maybe it was just a case of
mass hysteria ... a panic, like the Y2K bug ... or terrorism ... or swine flu. Maybe people are now getting over it ...
and getting back to business as usual.

Maybe China is already recovering. It may be a structural depression - but only for the developed countries,
particularly the United States. Maybe it's only a recession for China. And maybe it's over.

Developing economies are reporting increases in exports after a catastrophic collapse at the end of the last year.
Again, you can measure the collapse easily just by looking at the Baltic Dry Index. It fell by more than 90% last
year. From its low, it's doubled - up 100%. But that still leaves it down 80% from a year ago.

Brazil's stock market is up almost 90% from its low. South Korean stocks are up 71%. And Chinese stocks - those
listed on the Shanghai exchange - have gained 50%. Apparently, someone thinks the worst is over.

Maybe that person is right, but we doubt that this rebound in many of America’s financial sector is the sign of a
new, healthy boom. Credit expanded for half a century and the ultimate bubble has caused trillions of dollars worth
of errors. Many of those errors have already been corrected, but the economy the bubble built remains
unreconstructed. Same mismanaged companies, same mismanaged regulators, same mismanaged banks.
Exporting nations had gotten very used to earning net sales from the US of $2 billion per day. Those earnings
provided much of the speculative capital that created misallocations of capital. A lot of that money has all but
disappeared. And there's not much chance that it will return anytime soon. The process of deleveraging will take
many years.

Conclusion
We believe that the stock market is giving the correct signals, that tech and commodities will lead the next
recovery. Copper’s remarkably quick and strong performance (up 70% in four months) is somewhat worrisome to
the contrarian in us. Yes, China is coming back – they have high savings rates, no debt and are long term players,
but the industrial world is still looking bleak. We already have significant base metal exposure, so we hope that
copper’s so-called PhD in economics is telling us something we will make a buck on – a strong economic recovery
led by Asia.

Gold has been a disappointment recently. Bullion is down almost 5% this year, and most of the leading stocks are
down far more than that. These setbacks came at a time when gold was getting more publicity as a haven
investment than it has received in decades. Gold has been hurt by the rally of the dollar of course, and more
recently the bank stocks’ rise. Investors have also been spooked by the deal for the IMF to sell 403 tonnes of gold.
And Indians, traditionally the most reliable buyers, are on virtual strike. Apparently 500 tonnes of scrap gold has
come to the market this year - a huge amount to absorb, but highlighting that gold is a precious and useful asset in
tough times.

Gold stocks may well be superstars again once the dollar finally falls, and people begin to get genuinely worried
about inflation’s return, and they should outperform bullion to the upside.

Within the energy group, refiners and oil sands are attractive. Most oil analysts despise refiners, and they have to
continue to refit their aging refineries. But Americans are driving less, and so refiners should hold up better than
other oil sectors if there’s one last oil shakeout coming. We also suspect that given their safe-haven location and
long term life, we may never be able to buy oil for the future as cheaply as is possible today by buying the oilsands
stocks. Peak oil is real, and it’s here, now simply masked by the dislocation of massive deleveraging.
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Recovery: A Picture is Worth a Thousand Words

Where the Dow is in terms of prior Bear-market rall ies (middle of the pack)

The Canadian Dollar – Weekly – Heading back to Pari ty
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“It's often cheaper to drill for oil on the floor of the New York Stock Exchange than in the ground”

~ Oil tycoon T. Boone Pickens

USO (United States Oil Fund (USO-NYSE)

Oil – Light Crude Index ($WTIC)
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"Deficit spending is simply a scheme for the 'hidden' confiscation of wealth. Gold stands in the way of this
insidious process. It stands as a protector of property rights."

                                                                                                             - Alan Greenspan

StreetTracks Gold Trust Shares (GLD-NYSE)
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"You have to choose [as a voter] between trusting to the natural stability of gold and the natural stability and
intelligence of the members of the government. And with due respect to these gentlemen, I advise you, as long
as the capitalist system lasts, to vote for gold."

                                                                                       - George Bernard Shaw

Silver Bullion ETF (SLV)
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CANADA – America’s New Switzerland?

The American consumer is basically going to stop consuming and start rebuilding his savings, especially as his
home equity, the American consumer’s largest source of “equity”, evaporates. When you have the economy 70
percent consumption, you can't address those imbalances without a severe recession, and so here we are. As
government and the lenders re-impose lending standards and tightening up on credit, and the sky-high real estate
prices come crashing back down to earth, baby boomers are facing some severe challenges. Forget about
Freedom 55. 65, 70, 75 may be more realistic, if ever. Certainly thinking Americans will be looking to protect and
grow what they have left.

Austrian economists have been predicting precisely this economic crisis for a very long time. They've been bearish
on housing, concerned about a looming credit crisis, and raising alarm bells about the value of the U.S. dollar (we
have yet to see the massive inflation that they've been predicting). Now they're screaming from the rooftops about
the various bailouts. They're radical free-marketeers -- my sort of people -- and they think the governments are
making a big mistake by throwing good money at bad investments. Having predicted this crisis, it will be interesting
if they will also turn out to be right about the disastrous effects of the bailouts.

S&P/TSX Canadian Small Cap Index – Weekly

Despite the already enormous depreciation in the US dollar’s value, the currency still has much farther to drop.
Recently the U.S. dollar “enjoyed” a counter-rally of epic proportions. This is just de-leveraging, with gold going
down for the same reason a lot of stocks were going down, a lot of commodities were going down. There’s a lot of
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leverage in this system, there’s a lot of margin calls, a lot of liquidation; a lot of people are having to sell whatever
they own to pay off their debts. And so there was some perception of safety in the U.S. dollar, but it’s the opposite
of the leveraging. If you’re selling your assets, you’re accumulating dollars. It’s like there’s been this gigantic
nuclear explosion in the United States, and everybody is running toward the blast. Pretty soon they’re going to
figure out they’re going in the wrong direction. The U.S. dollar will be the next bubble to burst.

The reason for the decline continuing resides with the fundamentals, which are as negative (if not more so) than at
the dollar’s 2001 peak. The Budget Deficit, the National Debt, the Trade Deficit, the Housing Debacle, Fed Money
Printing, Foreign-Held Debt and the Repatriation of U.S. dollars – these are the unfortunate realities for the U.S.
dollar that will create significant, long-lasting downward pressure. An intentional dollar-dump could be devastating
enough to further ravage the American economy. As the fear-factor diminishes, people will get out of Treasuries
and look to put their capital to work, and that is not necessarily in the U.S., in U.S. dollars.

 S&P/TSX Venture Exchange – Weekly
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S&P/TSX Composite Index – Weekly

So what’s up with the recent swoon of the Canadian dollar? We are one of the few countries to have not inflated
our monetary base by printing more dollars. At least… this hasn’t happened yet. Plus we have the soundest
banking system in the world now…. oh well I guess it’ll be my well kept secret. It is ironic that Canada is more
fiscally conservative yet the Canadian dollar goes down against the U.S. dollar for most of the last year. The
Canadian economy and value system is like the best of America, but avoids most of its pitfalls. What gives?

With the Canadian economy more stable than the American, savvy Americans a few years ago started putting
their money into our resource sector. This had barely gotten going when the July 13, 2008 massacre was
orchestrated by Bernanke and Paulson, killing the leveraged hedgie’s long commodities and short the dollar trade.
Keep in mind that the Canadian dollar had gone from the low 60 cents to the Greenback to $1.09 in relatively short
order. OK, so now we’ve had a counter rally. We suspect the resulting deleveraging and forced liquidation certainly
took even its instigators by surprise.

Longer term we have to like the prospects for the Canadian dollar and the energy and commodity plays in Canada.
Once there is global economic recovery, the monetary expansion to get out of the crisis MUST be inflationary
which ALWAYS benefits hard assets, by definition.
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The publisher and the employees, staff and consultants of Growth Stocks Weekly are not registered investment advisors and do not purport to offer
personalized investment related advice. The publisher, staff, or anyone associated with, or associated to, Growth Stocks Weekly may own securities
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mentioned. Investing in securities is speculative and carries a high degree of risk. The information found in this profile is protected by copyright laws and
may not be copied, or reproduced in any way without the expressed, written consent of the editors of Growth Stocks Weekly.

We encourage our readers to invest carefully and read the investor information available at the web sites of the Securities and Exchange Commission
("SEC") at http://www.sec.gov and/or the National Association of Securities Dealers ("NASD") at http://www.nasd.com. We also strongly recommend that
you read the SEC advisory to investors concerning Internet Stock Fraud, which can be found at http://www.sec.gov/consumer/cyberfr.htm.
Readers can review all public filings by companies at the SEC's EDGAR page in the U.S. and SEDAR’s electronic filing of securities information as
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