Concerning the US Dollar

The precipitation of the Crisis era will probably be the US Dollar. I wrote about this in
my book Winter is Coming. But, the writing was mainly geared towards the Euro, not the
US Dollar. Since writing that book, in 2003, I’ve learned a few things.

- One of the big reasons the US economy keeps chugging along is because of
petrodollars. If you want oil, you need to pay in US Dollars. That’s one of the sweet deals
we cut at the end of WWII because... well...because we could. We were the superpower.

- To find the countries that are on the axis of evil, you need not listen to Bush, just watch
for who is threatening to change their current way of paying for oil. They want to switch
from dollars to euros. North Korea, Irag, Iran.

North Korea already switched a percentage, Iran is opening a Euro denominated Oil
Bourse, and Irag committed the ultimate error, they completely switched to Euros for
oil.... just prior to the US invading them. Mmmm.

Want to know when Hugo Chevas really in trouble with the US? Listen for his banter
about switching to the Euro. It’s the only time he gets a response out of our government.

So, let’s try and put this together. I think the crisis, this Winter era, will be economic.

The US Dollar holds the key. For instance, no civilization in the history of mankind has
kept a currency much longer when that currency hits 1% of its original value. Most
civilizations begin borrowing against their currency heavily when it hits 10% of its
original value.

The US Dollar hit 10% of its original value in 1984. Precisely when we started escalating
borrowing. The US Dollar is pegged to hit 1% of its original value in 2008/009.

It’s worth 4.3 % today.

Then there’s the debt. It’s been mathematically proven that we can never pay off the US
debt. So, there’s only one solution, abandon the US Dollar. That way, the US is free and
clear; sans the ramifications.

What to-do, what to do? Mmmmmmmmm.
I”’ve put a lot of thought and research into this subject and am slowly reaching some
conclusions. I’m not sold on them yet, but am formulating some ideas.

My early thoughts are foreign currencies. Mainly the Swiss franc and the Euro. | guess
what’s mystifying me in these early stages, is the movement of the Swiss Franc in the 20s
and the 30s. While going back and studying the currency | was surprised to see that it
barely budged in late 1929. Just after the first crash it closed at 0.1933, on 10/18/1929
and closed at 0.1937 at the end of 10/1929.



It closed on 12/27/1929 at 0.1945.
For that matter, the following year, it barely budged.

Well, it must have moved in January 1931! (I thought). The first real big bank collapse
came 12/30/1930. Not! It closed on 12/30/1930 at 0.1951. By the end of January 1931 it
was 0.1951. What’s up with that? It didn’t move!

By the end of 19317 It was trading 0.1950. zzzzzzzzzz777z2z.

Confusing. I’d have expected it to do the opposite. Thankfully, we have Strauss and
Howe. One of the points they've hammered home about the sparks that begin 4Ts, is that
the majority of the public never really thinks of them as sparks. This makes sense. At the
time of a crisis everyone believes they're invincible.

So, when did the currency turn around? Thankfully it turned around at my second choice
for a rally; the bottom of the US Financial Crisis, 1933.

Sounds strange, but it makes sense. Here’s why:

I trade markets for a living. Namely US Treasuries. Currencies and commodity indexes
too. The markets always do exactly what people least expect. The evidence is endless.
Having stood in the Bond Pit at the Chicago Board of Trade from 1980-1995 and then
again from 2001-2003, I’ve seen and heard most of the evidence. Thankfully I’ve
learned. That’s why it drives people nuts that I’m calling for Dow 35,000. It drives them
crazy!

Anyways, here’s what happened to the Swiss Franc currency in 1933.
01/1933 it was at 0.1925

By April, the financial crisis in the US really heated up and the currency took-off to the
upside. It closed 04/28/1933 at 0.2145. That’s a big rally. By December it was 0.3030.

By September 1936 it was at 0.3246. Then it appears it took a very large dive in October
to 0.2306. I’m wondering if there was a devaluation of some kind? I’ll have to look it up.

The markets closed down for the war beginning 06/13/1941 and the Swissy was at 0.2320
It started trading again in February 1946. It closed at 0.2336.

Well, that’s all for now. Gotta go do some more research. BTW, the best book I’ve read
on surviving the crash is by Robert Prechter, “Conquer the Crash”.

Take Care,
Jim Goulding
www.jamesgoulding.com
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