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“All that we call ideal in Greek or any other art, 
because to us it is false and visionary, was, to the 
makers of it, true and existent”
– JOHN RUSKIN

“I guess darkness serves a purpose: to show us that 
there is redemption through chaos. I believe in 
that. I think that’s the basis of Greek mythology.”

–  Brendan Fraser

“I shall not today attempt further to define the kinds of 
material I understand to be embraced within that short-
hand description; and perhaps I could never succeed in 
intelligibly doing so. But I know it when I see it...”
–  Justice Potter Stewart, Jacobellis vs Ohio 378 U.S. 184 (1964)

To Subscribe to Things That Make You Go Hmmm..... click HERE

http://ethreemail.com/subscribe?g=bdc736be
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One way or another, we are no more than weeks away from the first de-
fault in the history of the Euro.

Yes, I know the Greeks have promised to give the Troika what they want in the 
way of cuts and expanded austerity. Yes I know we have been promised that 
we will have a  ‘solution’ by last week February 15 Monday, but let’s get real 

for a second here, shall we?

The situation breaks down like this:

The Greeks have been told that, in order to receive the €130 billion €145 billion 
bailout they so desperately need, they must agree to sweeping new cuts and promise 

to implement them.

Not implement them. Promise to implement them.

The requirements include a €1 billion cut in pharmaceutical spending and a €300 million reduction 
from the defense budget (it’s worth noting at this juncture that, when they originally cooked the 
books in order to gain entry into the Euro, Greece hid a lot of the dubious accounting IN their defence 
budget on the basis that, as it was a matter of ‘National Security’, they wouldn’t have to disclose it). 
Reducing central government and election-related spending will also reduce spending by €270 mil-
lion, and subsidies of €300 million to pension funds will also be slashed.

The Greek government must also slash its public investment budget by €400 million “through cuts in 
subsidies to private investments and nationally financed investment projects.”

Oh, and then there’s the little matter of the additional savings worth €325 million that were slammed 
unceremoniously onto the table at the last minute by Troika inspectors this week just as the Greeks 
were scrambling to get the fountain pen and ink the deal.

It is in this additional €325 million that the key to what happens next lies.

Since Mario Draghi’s masterful implementation of the LTRO in early December 2011, the rising 
level of (misplaced) confidence amongst the Eurocrats has been there for all to see.

With the safety of the European banks all but assured now that they have access to unlimited free 
money in perpetuity for the next three years, the once unthinkable prospect of a Greek default that 
was described as ‘absolutely not an option’ by many prominent figures in the negotiations, has sud-
denly become - well, ‘thinkable’.

Bolstered by the apparent health of the European banking sector post-LTRO, the men and women in 
charge of negotiating Greece’s fate have suddenly started to push back in a manner that shows they 
no longer fear a Greek default in the way they once did. They clearly figure that the banking sector 
can now withstand such an event and, because of that supposition, they are overtly attempting to 

“And now the end is near

And so I face the final curtain

My friend I’ll say it clear

I’ll state my case of which I’m certain...”
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push Greece to the door, through it, and over the cliff that waits outside. That new €325 million re-
quirement - right at the point where the Greeks had agreed to make the promises required of them 
- demonstrates just how set on NOT finding a ‘solution’ the paymasters have become.

Sooner or later, even EU politicians had to come to the realisation that the Greek hole into which they 
have been shoveling money these past two years is, essentially, bottomless.

When they were initially drawn up, the list of requirements the Troika were intent on imposing on 
Greece seemed austere enough to make sure that real changes would have to be made, but, at the 
same time, were loose enough so as to protect the rest of the EU from what, at the time, was every-
body’s worst nightmare - a Greek default.

Now, however, with Greece being viewed through an altogether different prism and confidence  
coursing through the veins of the holders of the purse strings, throwing yet more money at a problem 
that can’t be fixed by doing so has finally been revealed as the foolish idea that it was from Day One 
(to all but those calling the shots, anyway).

Rather conveniently, the desperate condition of the Greek economy (a state that many independent 
observers have been pointing out for months only to be shouted down by the Eurocrats) has taken 
yet another turn for the worse and provided the timely opportunity to revise the strategy. Previously 
mute players at the top table have been doing their bit lately to soften the impression that Germany 
is the only hardliner calling the shots.

Hands up if you knew the name of the Dutch Finance Minister before about 2 weeks ago? Anybody? 
No? Well nowadays it’s impossible to read about the machinations surrounding Greece’s chances of 
getting mo’ money WITHOUT hearing from Jan Kees de Jager:  

(France 24): A massive rescue package for Greece faced a substantial rewrite on Thursday after 
officials revealed that Athens would miss its debt targets and divisions deepened over its future in 
the eurozone.

“We’re back to square one,” Dutch Finance Minister Jan Kees de Jager told a parliamentary com-
mittee hearing in The Hague. “Greece is in a much worse state than had been anticipated” when a 
230-billion-euro ($300 billion) second bailout was first agreed in October...

De Jager said Greece, struggling with a 350-billion ($457 billion) euro debt mountain, still had not 
taken all the measures required to seal the deal which is vital if the country is to stave off bank-
ruptcy.

“We will approve it only if all the necessary measures are taken,” he warned.

Paraphrasing The Sugarhill Gang:

“next on the mic is my man Luc (Frieden - Luxembourg’s Finance Minister), a-c’mon Luc sing your 
song”:

“We are not in a dictatorial monetary union,” said Luxembourg Finance Minister Luc Frieden, not-
ing that “a state is free to choose to leave”.

However, he underlined: “If a member state says, ‘we prefer not to take money from other states 
and return to a national currency without making structural reforms,’ then that state has chosen 
to exclude itself.”

Do you see what’s happening here???
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No longer must it seem like a German-engineered exit for Greece (though we all know just how su-
perb German engineering is). Now that Greece’s departure from Club Euro is assured,  it MUST be a 
collective decision and, more importantly, be SEEN as one - hence the wheeling out of such heavy-
weights as Mr. de Jager and Mr. Frieden (no offence Fellas - at least you’re not Steven Vanackere who, 
apparently, is Belgium’s Finance Minister.)

Whilst still very much front and center in any and all negotiations, Germany’s Wolfgang Schauble 
and France’s Francois Baron seem to have developed a 
new-found reluctance to bright lights, microphones and 
cameras.

Back in June 2010, however, it was a little dif-
ferent when the BBC’s Stephen Sackur spoke to 

Wolfgang Schäuble in Berlin and asked him straight up 
whether Greece would default. Schäuble’s answer was 
unequivocal (though anyone with even a passing inter-
est in body language would perhaps have seen a few 
tiny suggestions that his words carried slightly less than 
100% conviction):

Sackur: “60% of Germans would like to see the Deutschemark restored”

Schauble:“Oh dear. You can get any answer you want in polls if you ask some ques-
tions”

Sackur: “But this isn’t a rigged question. This is Germans who look at the fact 
that your country is now committed to bailing out the Greek economy to the tune of 
€150billion potentially and they say ‘that’s not right”

Schauble: “Germans don’t like to pay for other people. That’s quite normal, but in 
the end, the majority of German people know the advantages of the common currency, 
of a single market, are so huge for Germany that it would be a disaster for Germany 
[to end the Euro]. There won’t be any problems in elections - we never had any euro-
sceptic group in German politics”

Sackur: “What happens though if, as many economists predict, despite the huge 
bailouts, if Greece in  the next 18 months or so has to default on its debts and has to 
renegotiate and restructure? German banks and the German government are going to 
have to take a huge hit and, again, it’s going to ask very serious questions about the 

CLICK TO WATCH ENTIRE INTERVIEW

An EU Finance Minister Another One A Third Guy

http://news.bbc.co.uk/2/hi/programmes/hardtalk/8742306.stm
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underpinnings of the euro”

Schäuble: “As Finance Minister, my answer can only be it will not happen. I am 
convinced that Greece will succeed, that it’s measures will be sufficient”

One year, countless broken promises and tens of billions of euro later (almost to the day), 
Schäuble’s tune had changed markedly as he addressed the German parliament:

“The situation in Greece and therefore in Europe as a whole is serious,” Schaeuble told deputies. 
He warned that without agreement on how to keep aid flowing to Greece there was “an acute 
danger of Greece being unable to pay its debts, with grave consequences for the euro area.”

By September of 2011, the language surrounding Greece had once again shifted - this time to the 
point where the default that ‘couldn’t happen’ was suddenly a distinct possibility:

(Edward Hugh): German Finance Minister Wolfgang Schäuble informed members of the parlia-
mentary budget committee that Greece is now perched on a “knife’s edge”. This follows hints 
from other leading German politicians (including Angela Merkel herself) that a Greek euro exit 
is no longer the unthinkable taboo topic which it had been to date. If Greece does not meet the 
conditions it agreed to, as assessed by monitors from the International Monetary Fund, European 
Central Bank and European Commission, then payments will stop, Wolfgang Schäuble told listners 
to Deutschlandfunk radio during an interview today. “Then Greece has to see how it gets access 
to financial markets without help from the euro zone,” he said. “That’s Greece’s problem.” Mr. 
Schäuble did point out, however, that at present there is no legal mechanism to expel a country 
from the euro area.

Fast forward to last week and Schauble’s rhetoric had hardened again:

(Yahoo): “The promises from Greece aren’t enough for us anymore,” Schaeuble said. “With a new 
austerity programme they are going to first have to implement parts of the old programme and 
save.”...

“But it’s important to say that it cannot be a bottomless pit. That’s why the Greeks have to finally 
close that pit. And then we can put something in there. At least people are now starting to realize 
it won’t work with a bottomless pit.”

Schaeuble said Greece would be supported “one way or another” but warned the country needed 
to do its homework on improving its competitiveness and hinted it might have to leave the euro 
zone to do that.

“Greece needs to do its own homework to become competitive -- whether that happens in con-
junction with a new rescue programme or by another route that we actually don’t want to take...”

When asked if that meant Greece would leave the euro zone for that, Schaeuble said:

“That is all in the hands of the Greeks themselves. But even in the event (Greece leaves the euro 
zone), which almost no one assumes will happen, they will still remain part of Europe.”...

“We’re happy to help but we shouldn’t give others the feeling that they don’t have work hard 
themselves. Every country is responsible for itself.”

The whole issue of Greece’s inevitable exit from the Eurozone has demonstrated perfectly how utterly 
misguided the whole process has been.
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Rather than treat this situation dispassionately in terms of cold, hard numbers, it became a political 
process and the EU became something that had to be kept together for all the wrong reasons. The 
moment the pendulum swung to the point where the political fallout from a Greek exit became less 
than that from keeping it IN, the careful and consistent jawboning from those involved took on a 
whole new tenor.

The plain truth is this:

• Greece cannot pay its current debts back. Ever.

• More money is NOT the answer.

• Greece cannot even begin to recover while still chained to the Euro and unable to devalue.

• Greek citizens will NOT suddenly decide to pay their taxes.

• Greece’s exit from the EU will be incredibly painful and the country will likely go into a depres-
sion.

But:

• Greece is NOT the first country to default (just the first in the EU)

• Greece WILL be able to get back on its feet eventually through devaluation

• The sooner this process starts, the sooner it finishes - look at Iceland

If Greece makes the necessary promises to secure the bailout (which it will), the rest of the EU 
will be forced to pony up another €120 billion (assuming the rumours about the IMF wanting to 

take a smaller part in the latest bailout are true) and, with the confidence supplied by the belief that 
a default is now manageable, that suddenly seems like a lot of money again.

Even if the Troika get the written assurances of PASOK and New Democracy leaders, it is by now glar-
ingly obvious that at some point in the near future, a party will be swept into power in Greece on a 
platform of tearing up any agreements put in place to secure the bailout money. I know it. The Greeks 
know it. The rest of the EU knows it.

Greek budget revenues are already a cool €1billion behind targets after just ONE MONTH of 2012, 
and, in that time, contracted by 7% versus an expected expansion of 8.9%.

Read that again.

Does anybody else find it as staggering as I do that, knowing what they know, the people making 
these targets could be THAT far off? This demonstrates one of three things:

They are either completely in denial about how bad the situation is in Greece, the figures being 
touted as likely are designed to reflect that absolute BEST case scenario so as not to frighten people 
or the Greek economy is collapsing at a rate beyond their wildest projections. Either way, throwing 
another €100+ billion at them is a ridiculous waste considering the financial health of the majority of 
contributors to it.

Greece is burning as disgruntled workers take to the streets in violent protest and the latest plan calls 
for another 150,000 public sector job cuts over the next three years. To put that into perspective, ac-
cording to Open Europe:
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Proportionately, as a share of population, that is the same as cutting over 800,000 jobs from the 
UK public sector, more than current UK plans and at a faster rate. Greek public workers and unions 
have no intention of giving in without a fight. Meanwhile, the increasing exasperation of the eu-
rozone with the Greek proposals for cutting the deficit will probably lead to an increasing demand 
for oversight and eurozone control in Greece – a politically undesirable development likely only to 
inflame the issues mentioned above.

This will end badly.

But what would the aftermath of a Greek exit look like? 
Well, Jim Jubak has a pretty good idea of how HE sees 

things playing out and I find it hard to disagree with his 
roadmap:

In the short-term a Greek default and/or a departure 
from the euro would come down really, really hard 
on the Greeks. Judging from the experience of Ar-

gentina, which defaulted in 2001. Greeks would 
see their bank accounts frozen and ATMs closed. 
Transactions in anything other than cash would 

dry up. And even companies with cash would have 
trouble finding suppliers who would accept it. Barter would be the 
preferred medium of exchange. Contracts would need to be rene-

gotiated and in the meantime they’d be null and void. The coun-
try’s banks would be closed pending reorganization—and who knows 

where the capital for that would come from. (The first to recover the ability to do 
business would be Greek banks with foreign parents. Other banks would wind up 
putting themselves on the block to foreign banks with cash.) The country’s ability 

to import would be close to nil—not exactly a mi-
nor issue for a country that imports its oil. In 2011 

Greece ran a current account deficit of 4.6% of GDP—creditors willing to fund that deficit will be 
few and far between. When the banking system did re-open and the government did issue a new 
currency, Greeks would find themselves coping with run-away depreciation as the New Drachma 
(or whatever) sank and sank as it tried to find its real rate of exchange.

From the Argentine experience we know where the Greek government will look for the cash that 
it needs to pay its bills if it’s cut off from the financial markets. Argentina raided the retirement 
accounts—the country’s equivalent of 401(k) plans–and central bank reserves. Greek citizens can 
expect the same—which is why so many are desperate to move their money out of Greece. Argen-
tine had a relatively easy time pulling itself out of the hole created by the default thanks to a boom 
in global commodity prices. Greece isn’t the commodity exporter that Argentina is.

In the short-run the Greeks won’t be the only one taking punishment. Banks and other investors 
who own Greek bonds will see the value of those bonds drop, temporarily at least, to zero. In the 
Argentine default the country and 95% of its bondholders reached a settlement in 2005 that paid 
bondholders 35 cents on the dollar. About 5% of the holders of the then $81 billion in Argentine 
debt have refused to accept the deal and are still trying—anyway they can—to collect their money. 
(That’s one reason that Argentina still can’t access global financial markets.)

The Argentine default at $81 billion was much smaller than a Greek default would be at $144 bil-

CLICK TO VIEW INTERACTIVE GRAPHIC

SOURCE: FT

http://www.ft.com/intl/cms/s/0/0a35504a-0615-11e1-a079-00144feabdc0.html#axzz1mgXPq0MV
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lion in government debt. French banks own $15 billion in Greek sovereign debt and German banks 
own $23 billion. (Add in private sector debt and the totals go for these two countries, the two most 
exposed to a Greek default, go up to $34 billion for Germany and $57 billion for France, according 
to the latest data from the Bank for International Settlements.)

But thanks to the bounty bestowed on European banks by the European Central Bank, the short-
term effects of a Greek default won’t be devastating to even the most exposed French and German 
banks. The central bank extended $489 billion euros ($632 billion) of three-year loans to European 
banks in December and it has another offering set for February 29 where banks are expected to 
borrow up to another 1 trillion euros. Some French and German banks may need to raise more 
capital and worries about who is holding the credit default swaps and other insurance against 
these loans haven’t gone away, but the European Central Bank has insulated the European bank-
ing system against the worst shocks with a mountain of cash.

So unless you’re a Greek—or a tourist in Greece who gets trapped without cash by a Greek de-
fault—no big deal, right?

So there we are.

Tomorrow MAY bring a ‘solution’ to the Greek problem. We MAY see an announcement about a 
bailout package that is carefully constructed and relies on promises being kept by certain parties but, 
mark my words, it will NOT last. Greece is done as a member of the EU.

At best, the latest austerity measures are SUPPOSED to get Greece’s debt-to-GDP ratio down to 120% 
(which, incidentally, is where Italy currently stands - and Italy has a real economy). That cannot be 
sustained and, as Herbert Stein’s Law so beautifully states:

If something cannot go on forever, it will stop.

The bailing out of Greece cannot go on forever.

It will stop.

O O O O O O O O O O

OK... so what do we have for you this week? Well, obviously there is PLENTY of talk about 
Greece and the likelihood of a bailout as people try to get their heads around the possibilities 

for next week. In Italy, $6 trillion of fake Treasurys is discovered (of course, we are ASSUMING they are 
fake....), European car sales plummet in spectacular fashion, Germany’s President steps down and, in 
acronym news, the PBOC cuts the RRR 50bp.

Iceland demonstrates tremendous Bouncebackability, we look at the possible perils of high frequency 
trading and check out charts of gasoline vs. Brent crude, employment levels through Gallup’s eyes 
instead of the BLS (hint: WHOLE different ballgame), Central Bank balance sheets and the strange lack 
of volume in technology stocks through the current rally.

Felix Zulauf talks to Jim Puplava about all sorts of good stuff, we get an up close look at how important 
gold is to Indians courtesy of 60 Minutes and there is even space for me to include my presentation 
from last week’s California Investment Conference for those of you interested in seeing it.
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Incidentally, whilst on the subject, I must offer my sincere thanks to all the folks at Cambridge 
House for putting on a wonderful conference and for looking after me so well - Joe, Karen and 

Nicole - thank you for everything.

A big thank you also to all those of you who came by to say hello. It was a great pleasure to get the 
chance to meet so many readers and to be able to hopefully pick up a few new ones into the bargain. 

That’s all from me for another week.

Let’s see what happens between now and the next time I clutter your inboxes, shall we?

As a result of my role at Vulpes Investment Management, it falls upon me to disclose that, from time-to-time, 
the views I express and/or the commentary I write in the pages of Things That Make You Go Hmmm..... may 
reflect the positioning of one or all of the Vulpes funds - though I will not be making any specific recommenda-
tions in this publication.

Grant
www.vulpesinvest.com
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Officials from the EU and the International Monetary Fund made two grave errors when 
they swooped into Greece in mid-2010 and dictated the now hated “Memorandum”.

The regime of drastic cuts has tipped the economy into a violent downward spiral. They thought that 
private industry would muddle through as the state went through the austerity mincer. What the 
EU-IMF “Troika” did not fully understand is how many firms were really part of the state in disguise.

“The Greek government outsources everything,” said one official with close knowledge of the events.

Faced with the guillotine, the state first slashed procurement contracts and then stopped paying its 
bills altogether. The government is now €7bn (£5.8bn) in arrears to private companies, including €3bn 
in unpaid VAT refunds for exporters. It is why business has borne the brunt of the fiscal squeeze, suf-
fering 450,000 job losses, and why Greece’s unemployment has soared to 21pc.

At the same time the banking system seized up. More than €60bn of deposits were withdrawn. By 
November, no Greek bank could issue a letter of credit accepted anywhere in the world, with calami-
tous implications for trade. “Greece became a leper, and is now stuck in Catch-22,” said one official.

Hellenic Petroleum was unable to import basic fuel. The reason 
why Greece’s reliance on oil imports from Iran jumped from 15pc 
to 70pc in a two-week period in November was because Tehran 
agreed to take on the credit risk.

“They need to find some way to unblock this or the Greek econo-
my is going to suffocate from lack of oxygen: we are reaching the 
limits,” said Dimitris Daskalopoulos, head of the Hellenic Federa-
tion of Enterprises. The economy contracted at a rate of 7pc in the 
fourth quarter of 2011. Manufacturing fell 15.5pc in December 
from a year before.

Mr Daskalopoulos now seems resigned to a ghastly denouement, fearing that Greece has been turned 
into a “useful victim” for countries pursuing their own political agenda. “They need to stop pretend-
ing that Greece is a special case and decide once and for all what they are going to do with all the 
culprits or PIGS [Portugal, Italy, Greece and Spain] and what they want Europe itself to be. Are they 
really going to flush Greece down the toilet and hope it will disappear from planet earth?” he said.

The rhetoric has turned poisonous as Berlin, Helsinki and The Hague show every sign that they intend 
to eject Greece from the euro whatever it now does, calculating that the eurozone is at last strong 
enough to withstand contagion.

German finance minister Wolfgang Schaeuble is raising fresh demands, suggesting that Greece should 
postpone April’s elections and appoint a technocrat government for a year without key PASOK and 
New Democracy parties, prompting the headline “Schaeuble Junta” in newspaper Eleftheros Typos.

The unprecedented meddling in the internal affairs of Greek democracy was angrily rejected by Presi-
dent Karolous Papoulias, the softly spoken elder statesman who fought against the Nazis as a teen-
ager. “Who is Mr Schaeuble to insult Greece? Who are the Dutch? Who are the Finns?” he said.

O O O  AMBROSE EVANS-PRITCHARD  /  LINK

Italian anti-mafia prosecutors said they seized a record $6 trillion of allegedly fake U.S. Treasury 
bonds, an amount that’s almost half of the U.S.’s public debt.

“... The rhetoric has turned poisonous as 
Berlin, Helsinki and The Hague show 
every sign that they intend to eject 
Greece from the euro whatever it now 
does, calculating that the eurozone 
is at last strong enough to withstand 
contagion.”

http://www.telegraph.co.uk/finance/financialcrisis/9087653/Just-as-Greece-complies-at-last-Europe-pulls-the-plug.html
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The bonds were found hidden in makeshift compartments of three safety deposit boxes in Zurich, the 
prosecutors from the southern city of Potenza said in an e-mailed statement. The Italian authorities 
arrested eight people in connection with the probe, dubbed “Operation Vulcanica,” the prosecutors 
said.

The U.S. embassy in Rome has examined the securities dated 1934, which had a nominal value of $1 
billion apiece, they said in the statement. “Thanks to Italian authorities for the seizure of fictitious 
bonds for $6 trillion,” the embassy said in a message on Twitter.

The financial fraud uncovered by the Italian prosecutors in Potenza includes two checks issued through 
HSBC Holdings Plc in London for 205,000 pounds ($325,000), checks that weren’t backed by available 
funds, the prosecutors said. As part of the probe, fake bonds for $2 billion were also seized in Rome. 
The individuals involved were planning to buy plutonium from Nigerian sources, according to phone 
conversations monitored by the police.

The fraud posed “severe threats” to international financial stability, the prosecutors said in the state-
ment. HSBC spokesman Patrick Humphris in London declined to comment when contacted by tele-

phone. The U.S. Secret Service assisted the Italian authorities, spokesman 
Edwin Donovan said.

Creating fake Treasuries is a “common scam, especially in Italy,” he said. 
The tipoff was the “astronomical” face value of each bond, he said. Fake 
bonds in high denominations are more common in Europe, where people 
are less familiar with the face value of U.S. Treasury bonds than in the U.S., 
he said.

Zurich’s public prosecutor’s office provided material to their Italian counterparts in Potenza in 2011, 
according to Corinne Bouvard, a spokeswoman for the senior public prosecutor’s office of the canton 
of Zurich. The Swiss part of the investigation ended on July 22, she said.

The Italian investigation initially focused on a Sicilian who was living in Potenza and was “already 
known for money laundering and exporting currency abroad,” according to the statement from the 
Potenza prosecutor’s office.

Phony U.S. securities have been seized in Italy before and there were at least three cases in 2009. 
Italian police seized phony U.S. Treasury bonds with a face value of $116 billion in August of 2009 and 
$134 billion of similar securities in June of that year.

O O O  BLOOMBERG  /  LINK

Following the announcement by prosecutors that they would seek to lift his immunity, Ger-
man President Christian Wulff announced Friday morning he would resign as the country’s head 

of state. Chancellor Angela Merkel has expressed her deep regret and said she would seek out a joint 
candidate supported by the major parties.

The resignation of Wulff, Merkel’s handpicked president, is likely to come as a blow to the chancellor 
and her party in the run-up to state elections in Schleswig-Holstein and Saarland.

Wulff resigned from office on Friday less than 24 hours after prosecutors said they would seek to have 
parliament lift his immunity so they could formally investigate allegations he accepted favors during 
his tenure as governor of the state of Lower Saxony. At the center of the probe are allegations that 
a film producer had paid for a vacation in a luxury hotel for Wulff during his time as head of a state 

“... Creating fake Treasuries is a 
“common scam, especially in 
Italy,” he said. The tipoff was 
the “astronomical” face value of 
each bond, he said.”

http://www.businessweek.com/news/2012-02-17/record-6-trillion-of-fake-u-s-bonds-seized-in-mafia-probe.html
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government. Wulff has denied the allegation, saying he 
repaid the filmmaker in cash.

Wulff appeared shortly after 11 a.m. at his official resi-
dence, Berlin’s Bellevue Palace, to announce his resig-
nation. “I have enjoyed exercising this office,” Wulff said 
during his five-minute resignation speech. “Our country 
needs a president who can address the massive nation-
al and international challenges unhindered.”

“The developments of the last days and weeks,” he said, 
“have shown that this confidence, and with that my ef-
fectiveness, has continued to be affected. For this rea-
son it is no longer possible any more for me to perform 
the office of the federal presidency either domestically 
or abroad, as it is necessary.”

“I have made mistakes,” he said, before adding that he 
had always acted in a legally correct way in his offices.

Wulff, who is a member of Merkel’s conservative Chris-
tian Democratic Union (CDU) party, also said he be-
lieved the investigation would lead to his “complete ex-
oneration.” Addressing the nonstop media coverage of 

the affair, Wulff lamented: “The news reporting that we experienced in the last two months has hurt 
me and my wife.”

Speaking nearly a half hour after Wulff’s resignation, Merkel appeared before reporters to say she had 
received Wulff’s resignation with “great respect and deep regret.” The chancellor also noted that the 
development underscored the strength of the German legal system because it showed that all people 
are treated equally, regardless of their position.

For the past two months, Wulff has been widely criticized for his relations with entrepreneurs. He 
was also forced to admit that he had taken a €500,000 private loan from German businessman Egon 
Geerkens and his wife at a favorable interest rate to purchase a new home after he divorced his last 
wife. He would later refinance that loan through a bank that also in turn offered the then-state gover-
nor an interest rate lower than that which it would offer to normal customers. Given extremely strict 
non-corruption rules in Lower-Saxony that even saw school teachers get prosecuted for accepting 
free tickets to an amusement park, that kind of accepting of favors by the state’s former leader led to 
massive criticism and public pressure for Wulff to resign. In fact, it was Wulff himself who introduced 
the rigid guidelines for state employees.

O O O  DER SPIEGEL  /  LINK

Please consider auto sales numbers from a Google Translation of  the article Portugal leads 
drop in car sales in Europe.

Portugal -47.4%
France -20.7%
Italy -16.9%
Belgium -16%

CLICK TO ENLARGE SOURCE: DER SPIEGEL/INTERIOR MINISTRY

http://www.spiegel.de/international/germany/a-815910.html
http://www.spiegel.de/international/germany/bild-815910-105023.html
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Cyprus -17%
Greece -13.3%
Germany -.4%
UK unchanged
Spain +2.5%
Ireland +1.5%

Central and Eastern Europe had booming sales, with Romania an increase of 86.4%, and Latvia 
(+44.8%) and Hungary (+43.9%). 

Those are interesting Eastern European numbers but they are statistically meaningless compared to 
the declines in France, Italy, and elsewhere:

Renault Leads European Car-Sales Drop With Fiat, Peugeot as Growth Stalls

Bloomberg reports Renault Leads European Car-Sales Drop With Fiat, Peugeot as Growth Stalls

Renault SA (RNO), Fiat SpA (F) and PSA Peugeot Citroen (UG) led the biggest decline in European 
car sales since June as consumers balked at making big purchases after the region’s economy 
shrunk.

Registrations in January fell 6.6 percent to 1 million vehicles, marking the fourth consecutive 
monthly decline, Brussels-based European Automobile Manufacturers’ Association, or ACEA, said 
today in a statement. 

Sales in France, the region’s second-biggest market after Germany, plunged 21 percent, while de-
liveries in Italy, the third-largest market, slumped 17 percent. Gross domestic product in the 17-na-
tion of euro area fell 0.3 percent in the fourth quarter, the first drop since the second quarter of 
2009.

“Carmakers too dependent on small cars and their national markets, as the French ones and Fiat, 
are suffering the most,” said Ian Fletcher, a London-based analyst with IHS Automotive. “They are 
basically trying to keep their heads out of the water.” 

Fiat, whose mass-market brands lost about 500 million euros in the region last year, is looking for 
a partner in Europe to cut costs and share technology as it doesn’t see a recovery in the market 
before 2014. Fiat’s European sales dropped 16 percent to 69,479 autos...

Buckle up for a massive recession in Europe because one is coming.
O O O  MIKE SHEDLOCK  /  LINK

A written document giving firm dates and detailed actions for a planned Greek default has been 
in the possession of two top Wall Street bank currency trading bosses since the second week 

in January. The Slog has separate but corroborative sources affirming the existence of the document, 
and a conviction among senior bank staff that – at least at the time – the plan represented “a time-
table, not a contingency”. The plan gives a firm date of March 23rd for default to be announced after 
the close of business.

Senior bankers on Wall Street have been given detailed documentation setting out a timetable to 
Greek default, including firm dates and technical ‘orders’ about last use of the euro as a currency 
there. The revelation arrived at Slogger’s Roost last Monday, since when I have been trying to obtain 
corroboration. This arrived in the early hours of today (Thursday). One of the banks is Barclays Capital 

http://globaleconomicanalysis.blogspot.com/2012/02/european-car-sales-plunge-portugal-474.html


15.THINGS THAT MAKE YOU GO Hmmm...

19 February 2012 15

(Barcap) run by controversial figure Bob Diamond. The other must remain anonymous for the time 
being, in order to protect sources.

The document asserts that Greece will officially be declared in default by all the ratings agencies after 
the close of business on Friday march 23rd . At the weekend all Greek bank accounts will be frozen, 
with emergency measures detailed to prevent the flight of capital. Included in the paperwork is a list 
of very limited exceptions to the ‘no withdrawals’ order. All major banks ‘are instructed  not to deal 

with euro exchange  as of open of business in Greece on Monday 25th 
march. All Greek markets will close for one day ‘at least’.

As yet, I have been unable to establish the source of the documents. 
But one of my informants admitted, “I have strongly suggested to 
Greek business friends and clients that they sell up fast, do a sale and 
leaseback on property, empty bank accounts, and change to a hard 
currency.”

I have little doubt that such a critical path analysis leading to default 
in Athens can be easily brushed aside as contingency planning. But this is not the impression Slog 
sources were given: and its existence is bound to further raise suspicions in ClubMed about the real 
intentions of ‘EU Nord’, Washington and the Troika – especially the IMF. In particular, the alleged cre-
ation of the document both supports (and/or coincides closely with):

1. Washington going cold on further IMF funding

2. IMF intervention in the Athens debt talks

3. Persistent rumours surrounding Wolfgang Schauble’s plans

4. Evidence previously assembled by The Slog  concerning Americo-German coordination

5. A string of delaying tactics by senior EU and Troika officials since mid January.
O O O  THE SLOG  /  LINK

Amid the rumors surfacing about the status of Chongqing vice-mayor and former police chief 
Wang Lijun, after locals reported a police presence outside the U.S. consulate in Chengdu and 

Chonqging authorities announced that Wang had accepted “vacation-style treatment” early last week, 
few facts have emerged in statements from both American and Chinese officials. A U.S. state depart-
ment spokeswoman confirmed that Wang visited the U.S. consulate in Chengdu on Monday and that 
he “left on his own volition.” China’s Foreign Ministry also confirmed Wang’s consulate visit, though so 
far neither side has responded to speculation that China’s most famous policeman asked for asylum.

Media outlets reported that Wang flew to Beijing with the deputy head of China’s State Security Min-
istry on February 8, based on passenger flight details pulled from a travel website backed by China’s 
aviation regulator. Li Cheng of The Brookings Institution told Bloomberg that moving Wang to Beijing 
demonstrates the seriousness of the situation:

“This means that the top leadership is directly involved in this investigation,” Li, who analyzes Chi-
nese elite politics, said in an e-mail. “The incident is extremely serious and we probably only see 
the tip of the iceberg.”

Chongqing native and U.S.-based author Xujun Eberlein pieces together a version of the incident 
based on “informed speculation” she gathered during a just-completed China trip:

“... Senior bankers on Wall Street 
have been given detailed documen-
tation setting out a timetable to 
Greek default, including firm dates 
and technical ‘orders’ about last use 
of the euro as a currency there”

http://hat4uk.wordpress.com/2012/02/16/greek-default-exclusive-senior-us-bankers-given-explicit-timetable-for-athens-default/
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First, Wang Lijun was not seeking asylum with the US as some have guessed. He was running away 
from Bo Xilai and seeking the protection of Beijing’s Party Central, and he used the US consulate 
as a safe house, possibly also a message relay point. He waited an entire day until the people sent 
from Beijing arrived, at which point he walked out of the US consulate “of his own volition,” as 
state department spokeswoman Victoria Nuland put it.

Wang then walked into a melee between two forces waiting outside: Seventy police wagons sent 
by Bo Xilai, and agents of State Security sent from Beijing. The two parties scuffled and argued 
about who would take Wang Lijun into custody. In the end, Wang’s plan worked: he was escorted 
to Beijing instead of Chongqing.

So why, at such a key point in Bo Xilai’s political future, was he taking this unusual action against 
his right-hand man and police chief?

According to sources, Wang Lijun was involved in the “Tieling case” and is under investigation. 
To make a deal for himself, he informed the Party Central’s Commission for Discipline Inspection 
that Bo Xilai and his family had transferred money and property overseas. Bo, of course, found out 
about Wang’s accusations and it led to the sudden arrests of Wang’s eleven henchmen, including 
Wang’s driver, as well as the removal of Wang from the post of Chongqing’s police chief on Febru-
ary 2nd.

One Chongqing police officer tried to downplay the scandal in a phone interview with The New York 
Times. Still, even the tip of the iceberg indicates growing tensions within Chongqing’s political elite 
and presents problems for the political aspirations of local party secretary Bo Xilai, who seeks ascen-
sion to China’s Politburo Standing Committee during a leadership transition set to begin later this year. 
Did Bo have a falling out with Wang, and turn on his right-hand man? Or is the political assassination 
of Wang part of a larger plot to bring down Bo from above?

O O O  CHINA DIGITAL TIMES  /  LINK

It’s been called Uncle Bob’s (Robert Mugabe) insane asylum. It’s destroyed the wealth of almost 
every white investor (and many of the black ones too) over the last thirty years. It’s functionally 

dysfunctional and the concept of rule of law is as vague as Mugabe’s moods. Why would I ever invest 
there? One reason, Mugabe is 87. He has to die eventually. This is Africa; there are only really two 
options for a change of power when that happens, mayhem or MAYHEM (in capitals). When it settles 
out, I want to have assets in the country as I believe that Zimbabwe will be a winner in Africa.

In Zimbabwe Part I and Part II, I described an environment of anar-
chy and chaos. Yet despite the obvious, I feel that the headline risks 
are substantially overstated compared to the on the ground realities. 
There are rules and the rules seem to be followed, haphazardly. The 
businessmen of Zimbabwe are some of the best in the world—they 
have to have been in order to have survived the inflation. Freed of 
the fear of the unknown, many of these businessmen will repatriate 

their assets from overseas and begin to invest in Zimbabwe. If things are muddling along now, just 
imagine how it will do once Mugabe is gone.

How do you play it? I feel that you could make a fortune buying up 49% of various hard assets like 
real estate. I think you can co-invest with successful black Zimbabweans as everyone seems to need 
capital there. There are so many ways to play that the opportunities are limitless. However, you need 
to be on the ground to be involved.

“... Mugabe is 87. He has to die even-
tually. This is Africa; there are only 
really two options for a change of 
power when that happens, mayhem 
or MAYHEM (in capitals)”

http://chinadigitaltimes.net/2012/02/wang-lijun-tip-of-the-iceberg/
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Fortunately, some of the cheapest assets in Zimbabwe seem to be on the stock exchange. Most pub-
licly traded companies trade for somewhere between 10% and 30% of book value—some are even 
profitable. Liquidity is minimal and bid ask spreads are frequently greater than 20%, but a good broker 
can help you to navigate the illiquidity. The key is to make sure that you only invest in companies that 
are fully “indigenized,” which means that 51% of the shares are owned by black Zimbabweans. My 
hunch is that these are safe from political violence, especially because many of the board members 
are politically active Zimbabweans. These companies have survived the chaos of the Mugabe years; I 
think they will thrive in an environment with limited competition and no access to capital. It’s hard to 
choose a favorite. Instead, I intend to buy a basket of companies to play Zimbabwe. Naturally, this will 
be a small position for me, but I want to have a mental note to keep an eye on the place, and there’s 
no better way to do it than to put some capital at risk.

O O O  ADVENTURES IN CAPITALISM  /  LINK (PART THREE) / PART ONE / PART TWO

Congratulations to Iceland.

Fitch has upgraded the country to investment grade BBB – with stable outlook, expecting gov-
ernment debt to peak at 100pc of GDP.

The OECD’s latest forecast said growth will be 2.4pc this year, after 2.9pc in 2011.

Unemployment will fall from 7pc last year to 6.1pc this year and then 5.3pc in 2013.

The current account deficit was 11.2pc in 2010. It will shrink to 3.4pc this year, and will be almost 
disappear next year.

The strategy of devaluation behind capital controls has rescued the economy. (Yes, I know there is a 
dispute about exchange controls, but that is a detail.) The country has held its Nordic welfare together 
and preserved social cohesion. It is slowly prospering again, though private debt weighs heavy.

Nobody is forcing the elected government out of office or appointing technocrats as prime minister. 
The Althingi sits untrammeled in its island glory, the oldest parliament in the world (930 AD).

The outcome is a vindication of sovereign currencies and national central banks able to respond to 
shocks.

The contrast with the unemployment catastrophe and debt-deflation spirals across Europe’s arc of 
depression is by now crystal clear. Those EMU shroud-wavers who persist in arguing that exit from the 
Europe would be suicidal will have to start coming up with a better argument.

Is it now so clear the Iceland will join the EU and the euro? Don’t bet on it.
O O O  AMBROSE EVANS-PRITCHARD  /  LINK

The pattern has become familiar: a late-night austerity vote in the Greek parliament, a riot in 
the square outside. This time, the violence went further, as gangs of hooded youths set ablaze 

almost 50 buildings in the city’s historic centre. Several Athenian landmarks, including a 19th century 
mansion, now a popular cinema, were gutted. Shops selling luxury goods were looted. The smell of 
tear gas and soot lingered for days.

Greeks have grown used to street protests after consecutive years of economic decline, but they were 
still shocked by the damage on the night of February 12th. Criminals, not leftists, were to blame, some 
victims claimed. George Stergiakis, another cinema owner, said his property was firebombed after he 

http://adventuresincapitalism.com/post/2012/02/08/Zimbabwe-Part-III.aspx
http://adventuresincapitalism.com/post/2012/01/20/Zimbabwe-Part-I.aspx
http://adventuresincapitalism.com/post/2012/01/24/Zimbabwe-Part-II.aspx
http://blogs.telegraph.co.uk/finance/ambroseevans-pritchard/100015053/icelands-viking-victory/
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refused a demand for protection money. Whoever was responsible, the arson attacks have reinforced 
fears that, as the economy deteriorates, social disruption will continue.

Greek GDP shrank by almost 7% in 2011. It will fall again this year, by at least another 4%, according to 
the troika—the European Commission, the European Central Bank and the IMF—in charge of Greece’s 
bail-out. Greek politicians say they are determined to do better. The uneasy coalition between the 
socialists of Pasok and the conservatives from New Democracy (Laos, a small right-wing party has 
pulled out) under Lucas Papademos, a former central banker, has accepted €3.3 billion ($4.3 billion) 
in spending cuts. The next step is to sign up to a new three-year reform programme in return for a 
fresh €130 billion bail-out, which, with a big debt restructuring, is meant to avert a disorderly default 
next month.

The latest measures are tougher than their predecessors. Revenue-raising plans were dashed by the 
depth of the recession, and by the finance ministry’s failure to crack down on corrupt tax officials. 
Instead, wages and pensions are to be cut. So is spending on defence, health and local government, 
where officials had turned a blind eye to budget overruns. The troika’s critics say these cuts will only 
increase the Greeks’ misery. They claim that a 22% reduction in the minimum wage, aimed at boost-
ing competitiveness, will shrink the economy by another 1.5% this year as cash-strapped workers 
consume less.

Yet the politicians have set aside their populist instincts to follow their creditors’ instructions. Parlia-
ment approved the austerity measures by a two-thirds majority (though 22 socialist and 21 conserva-
tive lawmakers voted against, and lost their party whips). Then George Papandreou, the former Pasok 
prime minister, and Antonis Samaras, New Democracy’s leader, both sent letters to the troika pledging 
to implement the new programme no matter who wins the election expected in April.

O O O  ECONOMIST  / LINK

The afternoon of May 6, 2010 was among the strangest in economic history. Starting at 2:42 
p.m. EDT, the Dow Jones stock index fell 600 points in just 6 minutes. Its nadir represented the 

deepest single-day decline in that market’s 114-year history. By 3:07 p.m., the index had rebounded. 
The “flash crash,” as it came to be known, was big, unexpected and scary — and a new study says flash 
events actually happen routinely, at speeds so fast they don’t register on regular market records, with 
potentially troubling consequences for market stability.

The analysis involved five years of stock market trading data gathered between 2006 and 2011 and 
sorted in fine-grained, millisecond-by-millisecond detail. Below the 950-millisecond level, where com-
puterized trading occurs so quickly that human traders can’t even react, no fewer than 18,520 crashes 
and spikes occurred. The study’s authors call those events “financial black swans,” though they’re so 
common that the black swan label probably doesn’t fit anymore.

Moreover, those events fell into patterns that didn’t fit market patterns seen at other time scales. It’s 
as if computerized trading has created a new world, one where the usual rules don’t apply, populated 
by algorithms and only dimly understood by the people who made them. The extent to which that 
world influences our own — perhaps making events like the 2010 flash crash more likely, or causing 
markets to be generally more volatile — is an open question.

“There’s this whole world below 650 milliseconds. It’s like landing on another planet,” said Neil John-
son, a complex systems specialist at the University of Miami and co-author of the study, released Feb. 
7 on arXiv. “It’s an enormous part of the market which is out of human reach. We have a glimpse of 
the kind of ecology that’s going on down there.”

http://www.economist.com/node/21547818
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Red line represents the frequency of sub-650 millisecond flash 
crashes, and blue the frequency of flash spikes, between Janu-
ary 2006 and February 2011. The black spike is the S&P 500 
index. Image: Johnson et al./arXiv

Until recently, trading was the preserve of humans. Imagine a 
stock market and you likely envision a loud, crowded trading 
floor, a scene out of Wall Street. But in 1998, after the U.S. 
Securities and Exchange Commission authorized the first elec-
tronic exchanges, computer trading programs entered mar-
kets as equals to humans.

The programs are designed to trade enormous volumes of 
stocks, bonds and other financial instruments at superfast 

speeds, taking advantage of second-to-second fractional price shifts and market trends. It’s now esti-
mated that high-frequency computer trading accounts for 70 percent of all equity trades. While some 
activity does occur at speeds with which humans can interact, much of it falls beyond the limits of 
human response time.

(One new computer chip built specifically for high-frequency trading can prepare trades in .000000074 
seconds; a proposed $300 million transatlantic cable is being built just to shave 0.006 seconds off 
transaction times between New York City and London.)

O O O  WIRED  /  LINK

Plans for Greece to default, potentially leaving the euro, have been drafted in Germany as the 
European Union begins to face up to the fact that Greek debt is spiralling out of control - with 

or without a second bailout.

The German finance ministry is actively pushing for Greece to declare itself bankrupt and to agree a 
“haircut” on the bulk of its debts held by banks, a move that would be classed as a default by financial 
markets.

Eurozone finance ministers meet on Monday to approve the next tranche of loans from the EU and 
the International Monetary Fund, designed to stave off national bankruptcy while the new Greek 
government puts the country’s finances in order.

But the severe austerity measures being demanded have caused such fury in Greece, and the cuts 
required are so deep, that Wolfgang Schäuble, the German finance minister, does not believe that any 
government would be able to implement them.

His pessimism has been tipped into despair with a secret European Commission, Central and IMF 
report that even if Greece made good on its promises, it would not be enough to reach the target of 
bringing total debt to 120 per cent of GDP by 2020.

“He just thinks the Greeks cannot do what needs to be done. And even if by some miracle they did 
what has been promised, he - and a growing group - are convinced it will not pull Greece out the 
hole,” said a eurozone official.

“The idea instead is that the Greek government should officially declare itself bankrupt and begin 
negotiating an even bigger cut with its creditors. For Schäuble, it is more a question of when, not if.”

CLICK TO ENLARGE SOURCE: WIRED

http://www.wired.com/wiredscience/2012/02/high-speed-trading/
http://www.wired.com/images_blogs/wiredscience/2012/02/flash_crashes_spikes.jpg
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The German finance minister’s comments are certain to plunge the authorities in Athens into even 
deeper gloom. On Saturday they tried to sound optimistic, with a cabinet meeting to thrash out the 
final details of an austerity package.

The cuts, including a reduction in the minimum wage, mass redundancies within the public sector, 
and a slashing of the health and defence budgets, sparked rage on the streets of Athens last week, 
with buildings set on fire amid angry protests.

But the country’s politicians are resolutely trying to sound upbeat. “The Greek people have done 
everything they can and we are determined to make good on our commitments,” said Christos Pa-
poutsis, public order minister.

The French prime minister, Francois Fillon, lent his support to the embattled Greeks when he cau-
tioned last week that Europe should not “play with the default of Greece” and must now play its part.

“The Greeks have promised very important reforms,” he told RTL radio. “The Europeans now have to 
keep their commitments.”

With Greek morale at rock bottom, the national mood darkened yet further after armed thieves loot-
ed a museum on Friday in Olympia, birthplace of the Olympic Games, and stole bronze and pottery 
artefacts - just weeks after the country’s National Gallery was burgled.

One Greek newspaper suggested the state could no longer properly look after the nation’s immense 
cultural heritage. “The Greek state has gone bankrupt, let’s face it,” the conservative daily Kathimerini 
said in an editorial.

O O O  UK DAILY TELEGRAPH  /  LINK

China cut the amount of cash that banks must set aside as reserves for the second time in 
three months to spur lending as Europe’s debt crisis curbs exports and the housing market 

cools.

Reserve ratios will fall 50 basis points, effective Feb. 24, the People’s Bank of China said on its website 
yesterday evening. The level for the nation’s largest lenders will decline to 20.5 percent, based on 
previous statements.

China follows Japan in expanding monetary easing even as global equity markets are buoyed by signs 
of strength in the U.S. economy and optimism that Europe’s fiscal crisis will be contained. Governor 
Zhou Xiaochuan’s officials moved on the same day that a report showed home prices slid in most of 
the nation’s biggest cities in January.

“Chinese policy makers are very much concerned about a possible deeper slowdown in domestic 
growth,” said Yao Wei, a Hong Kong-based economist with Societe Generale SA.

A 50 basis-point cut may add 400 billion yuan ($63 billion) to the financial system, Australia & New 
Zealand Banking Group Ltd. (ANZ) estimates. UBS AG says 350 billion yuan. The previous reduction 
was the first since the global financial crisis.

Tight interbank liquidity may have triggered the latest move, according to UBS economist Wang Tao 
in Hong Kong...

The International Monetary Fund said this month that China’s expansion may be cut almost in half if 
Europe’s debt crisis worsens, demanding “significant” fiscal stimulus.

O O O  BLOOMBERG  /  LINK

http://www.telegraph.co.uk/finance/financialcrisis/9091021/Germany-drawing-up-plans-for-Greece-to-leave-the-euro.html
http://www.bloomberg.com/news/2012-02-18/china-cuts-banks-reserve-ratios-a-second-time-as-europe-threatens-growth.html
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Do u b l e -
Line’s Jeff 

Gundlach is one of 
the greats and this 
week he gave a live 
webcast entitled 
‘The Decline And 
Fall Of The Roman 
Empire’

If you haven’t seen 
it or listened to 
the replay yet, my 
strong advice would 
be to do so.

(via businessinsider)

The white line in this chart is the price of Brent Crude. The orange line is the price of regular 
gas in the United States.

Driving miles are down / Brent price is up and climbing

Perhaps following WTI IS a little misguided after all (unless, of course, you are filling your tank in Cush-
ing, OK)...

(Thanks AR)

SOURCE: BLOOMBERG

CLICK TO VIEW PRESENTATION SOURCE: DOUBLELINE

http://www.businessinsider.com/doubleline-jeff-gundlach-us-decline-fall-roman-empire-2012-2#-1
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The U.S. unemployment rate, as measured by Gallup without seasonal adjustment, is 9.0% in 
mid-February, up from 8.6% for January. The mid-month reading normally reflects what the 

U.S. government reports for the entire month, and is up from 8.3% in mid-January.

Gallup’s mid-month unemployment reading, based on the 30 days ending Feb. 15, serves as a pre-
liminary estimate of the U.S. government report, and suggests the Bureau of Labor Statistics will likely 
report on the first Friday of March that its seasonally adjusted unemployment rate increased in Feb-
ruary. Gallup found that unemployment decreased to 8.3% in its mid-January report, and suggested 
that the U.S. unemployment rate the BLS reported for January would decline.

Gallup also finds 10.0% of U.S. employees in mid-February are working part time but want full-time 
work, essentially the same as in January. The mid-February reading means the percentage of Ameri-
cans who can only find part-time work remains close to its high since Gallup began measuring em-
ployment status in January 2010.

O O O  GALLUP  /  LINK

SOURCE: GALLUP

http://www.gallup.com/poll/152753/Unemployment-Increases-Mid-February.aspx
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The race to debase in all its 
glory...

This fascinating look at the strange lack of volume through the recent tech rally raises a red 
flag...

SOURCE: JUGGLING DYNAMITECLICK TO ENLARGE

SOURCE: PBOC/FED/BOJ/ECB

http://jugglingdynamite.com/wp-content/uploads/2012/02/Semi-chart-2012.png
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WORDS THAT MAKE YOU GO Hmmm...

Felix Zulauf is a regular visitor to these pages and this week he is back, 
talking to Jim Puplava about stock markets and why he thinks everybody 

ought to own physical gold.

Felix sees fair weather for equities in 1H 2012, but warns of a sea change as we 
head into the second half.

His thoughts on the difference between paper and physical gold make for in-
teresting listening.

In case you are in any doubt about the impor-
tance of gold in Indian society, this piece from 

CBS’ 60 Minutes goes al long way towards putting 
into perspective just how major the role of gold is in 
the sub-continent.

And finally this week, after several requests from people to watch the presentation I gave in 
Palm Springs last week (Thanks Dad!), I have recorded it in a format that makes it easy to in-

clude in these pages.

Due to YouTube time constraints I had to split the presentation into two parts, but that offers viewers 
the perfect chance to remember something urgent they had to do halfway through at which point 
they can get up and leave - something that was far harder for those poor souls in attendance last 
Sunday to do....

The presentation was entitled 
‘Simplicity’ and dealt with the 
merits of simplifying the invest-
ment process as well as exam-
ining the case for continuing to 
hold gold...

PART I PART II

CLICK TO WATCH

CLICK TO WATCH

CLICK TO WATCH

CLICK TO LISTEN

http://www.youtube.com/watch?v=Ri6rIF40iSA&context=C3b23ec7ADOEgsToPDskIXumWgFANR5YCyUhIicmWS
http://www.youtube.com/watch?v=xoMAYAKHQqU&feature=context&context=C3b23ec7ADOEgsToPDskIXumWgFANR5YCyUhIicmWS
http://www.financialsense.com/financial-sense-newshour/guest-expert/2012/02/13/felix-zulauf/why-you-need-to-own-physical-gold
http://www.cbsnews.com/video/watch/?id=7398482n
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and finally…
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Four minutes and fifty-nine seconds of musical perfection. 

The great David Gilmour live and unplugged singing one of my favourite songs of all time.

For a special friend.

Hmmm…

CLICK TO WATCH
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