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The week of Friday, December 9, ended with a widely anticipated 
announcement that the eurozone countries agreed to take a big step 
forward in economic integration. Investors were hoping this would 
finally be Òthe answerÓ to the continuing European debt crisis, but 
ultimately the agreementÕs lack of substance was disappointing. Phil, 
feeling skeptical, commented ÒWhile we are, of course, thrilled 
(again) Ð the final solution  that Germany has come up with this time 
for some reason reminds me of a Rube Goldberg machine Ð with way 
too many moving parts that all have to work together perfectly in 
order to get something (a bailout) that you could have gotten from a 
sane person in one step (borrow/lend money at low rates)... THIS 
agreement does nothing to convince me to stay bullish into the 
weekend so we will  be back to cash on this news Ð as IÕm really not 
sure this ridiculous mechanism will stand up to a weekend of 
scrutiny.Ó !!! 

As the markets were completely unimpressed by the EUÕs  
announcement, there was no shortage of negative reviews, and the 
eurozone turmoil dominated the news again. Investors responded by 
moving money into the relative safety of the U.S. Dollar, (and U.S. 
Treasuries), driving the Dollar up from a low of 78.8 on Monday to a 
high of 81.2 on Wednesday. This coincided with weakness in the equity 
market. At the end of the week, the Dollar pulled back a bit and the 
stock market stopped dropping.

The capper to the weekÕs negative news flow came on Friday 
afternoon, with a statement by Fitch Ratings  that it  was placing 
Belgium, Spain, Italy, Ireland, Slovenia and Cypress on Rating Watch 
Negative. Fitch declared, ÒFollowing the EU Summit on 9-10 
December, Fitch has concluded that a 'comprehensive solution' to the 
eurozone crisis is technically and politically beyond reach. Despite 
positive commitments by EU leaders at the Summit, notably the 
decision to accelerate the creation of the European Stability 
Mechanism (ESM) and to place less emphasis on private sector 
involvement (PSI), the concerns held by Fitch prior to the Summit 
remain pressing and have not been materially eased by the Summit 
outcome... Of particular concern is the absence of a credible 
financial backstop. In Fitch's opinion this requires more active and 
explicit commitment from the ECB to mitigate the risk of self-
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fulfilling liquidity crises for potentially illiquid 
but solvent Euro Area Member States (EAMS).

ÒFitch recognizes that the policy authorities 
in all of the countries with sovereign ratings 
subject to review have embarked upon significant 
fiscal consolidation and structural reform and 
these efforts will be taken into account in the 
review.! However, the systemic nature of the 
eurozone crisis is having a profoundly adverse 
effect on economic and financial stability across 
the region and for some EAMS poses near-term 
risks that are beginning to dominate the 
sovereign-specific risk fundamentals. Today's 
announcement is focused on those sovereigns that 
are potentially vulnerable to the worsening 
external economic and financial environment as 
indicated by previous negative rating actions and 
rating Outlooks.Ó

Political stresses emerged as Britain broke with 
other members of the European Union over the 
proposal, as Prime Minister  David Cameron refused 
to back the proposed 27-nation fiscal pact. 

Doug Kass responded to the ongoing debt crisis 
drama with a testy broadside lambasting European 
leaders. He wrote, ÒI recognize that no nation is 
an is land and we are a l l economical ly 
interconnected, but, seriously? A  bunch of 

Europeans are upsetting a stabilized-to-improving 
situation in the United StatesÕ economy, creating 
a real threat of a worldwide economic double-dip 
and hurting our stock market.

ÒLike I give a crap about a bunch of German 
leaders who are intransigent and dogmatic in 
policy and are dangerously bullying the rest of 
the EU? As for the French, they are governed by a 
bunch of socialists in the Senate Ñ they donÕt 
believe in capitalism to begin with.

ÒGerman and French leaders and central 
bankers should all be given an ultimatum by our 
leaders: Immediately reverse your Òtame and 
timidÓ approach to your debt crisis and replace it 
with Òshock and aweÓ before the debt contagion 
spreads to othersÕ shores.

ÒThere. I said it. I and a lot of other 
Americans are getting really pissed off.Ó (Doug 
Kass Rips Off a Primal Scream at Europe)

Updating the status of the White Christmas 
Portfolio, Phil wrote , ÒBalance was the theme of 
our virtual White Christmas Portfolio and we 
added another $3,615 in gains over the past two 
weeks to bring us very close to a triple at $42,925 
off our $15,000 start back on November 21. This is 
a very aggressive virtual portfolio where we are 

practicing the art of hit-and-run trading.!The 
positions we closed in the last nine sessions 
were bullish bets with FAS, XLF, FAS, DIA, 
GLD, XLF, FAS and XLF and bearish bets with 
GLL, TZA, FAS (spread), USO, DIA, TZA, DIA, 
DIA, DIA, DXD. !See Ð BALANCE! !

ÒWe thought the market would go up and 
down (such a stretch!). And the markets did, 
in fact, go up and down, with an AVERAGE 
swing of 1.5% PER DAY. In the end, weÕre still 
consolidating around our Must Hold lines. We 
are right back to where we were at the last 
options expiration day on November 18. 
Almost all puts and calls sold to suckers a 
month ago will expire worthless.! IsnÕt it a 
funny coincidence how that seems to work 
out for the Banksters?Ó 
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A weekend to mull over last weekÕs European 
Union summit meeting didnÕt improve analystsÕ 
initial lack of enthusiasm. Early Monday, Fitch 
Ratings released a statement expressing doubts 
regarding the meeting Õs outcome: Òthe lack of a 
comprehensive solution has increased short-term 
pressure on euro-zone sovereign credit profiles 
and ratings. It means the crisis will continue at 
varying levels of intensity throughout 2012 and 
probably beyond, until the region is able to 
sustain broad economic recovery.Ó

MoodyÕs Investors Service revealed similar 
concerns. ÒThe communiquŽ issued by European 
policymakers after the recent euro area summit 
offers few new measures and therefore does not 
change our analysis of the rising threat to the 
cohesion of the euro area and the further shocks 
to which it and the wider EU remain prone. As we 
announced in November, unless credit market 
conditions stabilize in the near future, our ratings 
of all EU sovereigns will need to be revisited. The 
communiquŽ does not change that view, and we 
cont inue to expect to complete such a 
repositioning during the first quarter of 
2012.Ó (MoodyÕs Unhappy With Friday Euro 
Summit, To Review Ratings, Warns of ÒMultiple 
Defaults And Exits By Euro Area CountriesÓ)

Bearish sentiment weighed on the Euro, 
naturally propping up the Dollar. Tech titan Intel 
cut Q4 guidance before the opening to $13.4Bn-
$14Bn from the previously estimated range of 
$14.2Bn-$15.2Bn. Intel blamed a reduction in 
inventories and microprocessor purchases due to 
hard drive supply shortages. This combination of 
uninspiring eurozone news and IntelÕs misfortunes 
prompted traders to hit the SELL button. The 
markets opened around 1% lower. 

Phil commented in MemberÕs Chat midmorning, 
ÒUnfortunately this is not a dip we can buy into, 

as we need to see how supports work Ð either 
down 4% more from here (at the next 5% down 
lines on the Big Chart, see page 9) or back over 
the lines held last week.!Anything in between is a 
day-traderÕs paradise, but no place for making 
real bets. If the Dollar pops above 80 (now 79.97) 
it is game over for the bulls until it calms down. 
Also, they must take Cramer off CNBC because he 
is spouting so much BS that I canÕt even figure out 
whatÕs happening this morning.! Mr. Def-Con 3 is 
suddenly trying to tell  people NOT to worry about 
Europe Ð I mean WTF??

ÒIs his only job to make sure his sheeple do 
the exact opposite of what is right from day to 
day?!And, since they feature the man constantly Ð 
is that the function of CNBC in general?! I pointed 
out last December ! (and all Members should read 
this) that, from a business perspective, CNBCÕs 
model doesnÕt make any sense.!Only if you look at 
CNBC as a propaganda network does its business 
begin to look realistic.Ó !

The Dollar continued climbing, hitting 80.13 
late in the morning. Phil shared a trade idea in the 
White Christmas Portfolio (WCP): ÒFAS Dec $60/61 
bull call spread at $0.55, 10 in the WCP.Ó  One of 
our Members, BruceE, wrote in Chat, ÒNailing it 
again Phil, my family loves you.! I love you too, 
not that thereÕs anything wrong with that!!Thanks 
for todayÕs trades, I didnÕt have a clue what to do 
this morning.!Now, how about tomorrow?Ó

Phil replied ÒThanks Bruce!! Tomorrow I think 
we get pre-market pump. However, I think there 
will be a down move into note sales. And then, if 
weÕre not saved by the Fed, we are probably 
DOOMED! !HowÕs that for a prediction?Ó

The markets ended the day with the Dow down 
1.3%, the S&P down 1.5% and the Nasdaq down 
1.1%. 

Easy Money Monday - 
Robbing Peter to Pay Portugal
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A l l eyes we re on t he Fed Tuesday 
morning. Many traders were anticipating 
some form of add i t iona l eas ing to be 
revealed in the FedÕs latest FOMC Meeting 
Announcement. The Dollar remained little 
changed f rom MondayÕs c lose, and the 
markets opened with the Dow and S&P up 
0.6%, and the Nasdaq up almost 0.8%. 

Phil wrote in MemberÕs Chat, ÒAs I noted 
last night on our Big Chart,! ÔStill healthy 
consolidation right where we want it.! S&P 
holding its line (barely), RUT on its line, 
Nas holding, Dow tried to break over and 
failed, NYSE tried to break over and failed 
Ð not dead yet . Õ! When the Fundamentals 
make no sense, we switch off our brains and 
follow the technicals, so letÕs not worry 
about why we go up Ð we just need to take 
back those lines and hold them - then weÕre 
bullish. !

All we are doing is consolidating the way 
we expected into the Fed.!We are poised for 
a massive breakout, upside Santa Clause 
rally TODAY Ð IF the Fed is kind to us this 
afternoon.! If not Ð well, Hell hath no fury 
like a market disappointed.Ó  As subsequent 

events later played out, the Fed was not so 
kind and the market showed some fury.!

Observing oil prices early Tuesday, Phil  
wrote, ÒOil is very excited, at $98.87 but 
natural gas is flat at $3.24, and gasoline is 
just breaking over $2.60.Ó Later in the 
morning, as oil climbed above $100, Phil 
a l e r t e d M e m b e r s Ò O i l c r o s s i n g $ 1 0 0 , 
SELLSELLSELL!Ó

Oil peaked just over $100 on Tuesday 
before dropping sharply, hitting a low of 
$93.45 on Thursday.

Just before the FOMC announcement, Phil 
posted in Member's Chat ÒDIA 12/31 $117 
puts at $0.90 are my go-to puts if the Fed 
disappoints.! If 12,100 fails then 10 of those 
in virtual WCP with stops at $0.60.Ó  

Shortly before 2:15 pm, the Fed released 
the FOMC Minu tes , wh ich were near ly 
identical to the previous FOMC Minutes. 
There was no mention of any additional 
easing. Phil reacted immediately and posted, 
ÒFed Statement has no new program Ð Make 
it 20 of those puts in WCP!Ó

At 2:45 pm, the virtual trade idea was 
over. Phil wrote, Ò$1.20 is plenty for the DIA 
p u t s i n t h e W C P ( u p 3 0 % i n 2 0 
minutes).! LetÕs dump them and then see if 
the Dow is going to bounce off 12,000 or 
not.Ó 

The Dollar continued climbing, hitting 81 
late in the afternoon. The markets dropped, 
ending the day with the Dow down 0.6%, the 
S&P down 0.9%, and the Nasdaq down 1.1%. 

Tuesday - 
To QE3 or Not to QE3 - That Sets Direction
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The Euro continued to drop, the Dollar 
continued to climb, and the markets opened 
about 0.4% lower. Discussing the impact of the 
FedÕs lack of action on Tuesday, Phil wrote, 
ÒFortunately, we had complete confidence in 
BernankeÕs incompetence (see yesterdayÕs "To 
QE3 or not to QE3 Ð That Sets Direction").  Of 
course, we took advantage of yet another 
chance to short oil futures (/CL) off the $101 
line and then the $100 line on the way 
down.! We were HOPING (not a valid investing 
strategy) that weÕd get some QE3. As I warned 
Members in the morning:! ÔIf not Ð well, Hell 
hath no fury like a market disappointed.Õ

ÒWhatÕs the good news that can take us 
higher now?! What catalyst can we expect as 
Europe has done whatever it did, and China 
and Japan did their things, and Ben did his 
thing (which is nothing) so Ð now what? Now 
the attention turns back to the data, back to 
the Fundamentals, and the Fundamentals are 
NOT sound.!Not at all.!My prior bullishness on 
the Fundamentals included the expectation of 
an injection of QE3. Without new money 
coming in from somewhere, we can expect 

those Must Hold lines to begin to look more 
like the top of a 10% lower range.Ó !

Oil dropped sharply overnight on Tuesday, 
giving short oil positions a huge boost on 
Wednesday. At 10:02 am, Phil posted in 
MemberÕs Chat ÒOil down to $96.81... ThatÕs 
going to be great for those short SCO $37 puts, 
with SCO back to $41 already.Ó In the 
afternoon, following a minor bounce in oil 
prices, Phil followed up. ÒLetÕs not get too 
excited about a weak bounce. Oil fell from 
$101 to $96 for a 5% drop so any bounce to less 
than $97 is pathetic (less than 20%).! On USO, 

the drop was from 38.70 to $37, 
also right about 5%, so $37.40 
should be the first retrace test.!On 
the Dow, letÕs call 12,200 the top. It 
fell 400 points (3.2%) to 11,800. An 
80 point (20%) bounce is back to 
11,880; 12,200 less 2.5% is 11,895. 
The S&P is down from 1,266. It 
bottomed at 1,210, down 56 points. 
Bouncing 20% is an 11 point gain to 
1,222. ThatÕs our first goal Ð less 
than that is LAME!!!Ó !

The markets finished the day with 
the Dow and S&P down 1.1% and the 
Nasdaq down 1.6%.! Oil ended down 
at $94.98.

Wednesday Weakness - 
Can We Survive Without QE3?
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Thursday began with reports of French 
leaders bracing for the possible loss of the 
nationÕs AAA credit rating. A nasty spat broke 
out between France and the U.K., as Bank of 
France governor Christian Noyer  was reported 
saying, ÒA downgrade doesnÕt strike me as 
justified based on economic fundamentals. Or it 
if is, they should start by downgrading the 
U.K., which has a bigger deficit, as much debt, 
more inflation, weaker growth and where bank 
lending is collapsing.Ó (France Braces for  Debt-
Rating Cut as Noyer Takes Aim at U.K.)

Phil wrote ÒThatÕs a Big Central Banking no-
no.! One Central Banker doesnÕt generally use 
the word COLLAPSING when discussing another 
Central BankÕs economy Ð especially when the 
economies are as closely tied as France and the 
UK.! To some extent, this is evidence of how 
tightly ratcheted up tensions are in Euroland 
and how bat-shit crazy everyone and everything 
is these days.Ó !

Phil went bullish in the pre-market  futures, 
posting a trade idea in MemberÕs Chat at 2:48 
am, ÒDollar finally dropping, good time to go 
long on RUT (/TF) futures at 702 with a stop 
below 700 and the Dow futures (/YM) over the 
11,750 line.Ó

That idea led to Members banking profits 
before the markets opened. Phil wrote, ÒWeÕre 
certainly not gung-ho bullish, but we made our 
Egg McMuffin money this morning as we went 
bullish in the Futures. So now we can simply 
relax and see how much of the pre-market run 
ends up sticking.! Bearish Fed speak tomorrow 
morning from Evans and Fischer should keep a 
lid on any gains.Ó !

There was encouraging news on the 
employment front, with Initial Jobless Claims 
coming in at 366,000, well below consensus 
expectations for 390,000. This steep drop from 

the previous weekÕs revised reading of 385,000, 
was the lowest number since May, 2008. 

The markets opened with the Dow and S&P 
up 1%, and the Nasdaq up 0.9%. Phil wrote in 
MemberÕs Chat, ÒItÕs now or never to avoid the 
dreaded ÔGolden ArchesÕ pattern that would 
only be golden for the bears as we complete a 
leg down to either the next major support line 
(4% lower) or, failing that, 10% lower for a full 
retrace to the October lows...  

ÒIÕm good wi th my pred ic t ion f rom 
yesterday, which is that we should recover 1-2% 
into FridayÕs close but most likely we go up as 
much as weÕre going to today and then flatline 
into tomorrowÕs close to burn off all the 
premium... !

ÒLots of data today, and just CPI tomorrow, 
and PPI says that should be low but probably 
not the 0.1% expected by Economorons.!We just 
got Philly Fed at 10.3, much better than the 
poor expectations, so all according to plan this 
morning for our 1-2% move.!If we get the Dollar 
below 80.80, then I like oil (/CLG2) over $95.50 
with tight stops that can be loosened to trailing 
quarters over $96.! Euro must be over $1.30, 
Pound over $1.55 and RUT 715 would be nice 
too, and that goes for any bullish bets today. 
Any Dollar move back over 81 or Euro below 
$1.30 is bearish!Ó

The Dollar  peaked at 80.62, then dropped 
throughout the rest of the day, ending at 80.3. 
The markets ended mixed, with the Dow and 
S&P up 0.5%, and the Nasdaq down 0.3%. Shortly 
after the close, ratings agency Fitch announced 
it was downgrading multiple global financial 
inst i tut ions, including Bank of America, 
Barclays, BNP Paribas, Credit Suisse, Goldman 
Sachs and Deutsche Bank. (Fitch Downgrades 
Viability Ratings of Eight Global Trading and 
Universal Banks)

Thursday Flip Flop - Bank of France says F UK!
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Congressional lawmakers reached a tentative 
deal to provide funding  for government operations 
through late next year, averting a possible 
shutdown of government agencies that would have 
otherwise started this weekend. On Sunday, Bruce 
Krasting shared his reaction. ÒOn Saturday the 
Senate agreed to a bill that would A) extend 
unemployment benefits B) extend the 2% payroll 
tax deduction and C) delay a cut in Medicare 
reimbursement rates. The deciders agreed to do 
all the extending, delaying and pretending for 
two lousy months. In other words, Congress will 
be back at it over these critical issues in less than 
six weeks.Ó (Throw the bums out! )

The markets opened mixed, with the Dow and 
S&P up about 0.6% and the Nasdaq down 0.3%. 

As this weekÕs INDU versus UUP (Dollar proxy) 
chart  shows, the inverse correlation between the 
Dollar and the Dow persisted (right). As the Dollar 
climbed, the stock market  declined. The chart of 
the Dollar over the last two years (below) shows 
three key support/resistance levels: 73, 76 and 
80. While the Dollar bounced between 73 and 76 
this summer, it  began breaking out of that channel 
in September, rising as high as 80 once in October 
and once in November before being slapped back 
down. This week, the Dollar broke above 80 again, 
and now the key question is whether the 80 level 

will provide its usual resistance or whether that 
level will turn into support.  

At 10:27 am, almost exactly at the marketÕs 
peak during the day, Phil posted in MemberÕs Chat 
ÒDid I say take the money and run? Oh yes, I did, 
but itÕs not useful unless I submit the comment! 
The Dollar holding 80.80 is the reason IÕm 
worried, again... The fact that it did not get 
rejected at 80 is very bearish for stocks.Ó

Shortly afterwards, the stock market turned 
down sharply. News came out that Fitch Ratings 
was affirming FranceÕs AAA rating, but revising its 
outlook for French debt to negative from stable. 
According to Fitch, ÒIt changed FranceÕs outlook 
because of the Ôheightened risk of contingent 
liabilitiesÕ that may emerge from the escalating 
euro-region crisis...The intensification of the 
euro zone crisis since July constitutes a 
significant negative shock to the region and to 
FranceÕs economy and the stability of its financial 
sector.Ó (FranceÕs AAA Outlook cut; Fitch Reviews 
Others)

 Fitch also placed Belgium, Spain, Italy, 
Ireland, Slovenia and Cypress on Rating Watch 
Negative. This news weighed on the stock market, 
bringing it to the dayÕs lows.

Early in the afternoon, Phil wrote, ÒEuro and 
Pound finally made their goals with Dollar on the 

Phuket Friday - Carnival of Madness
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Friday’s Levels
12/16/11

LEVELS

10% UP

5% UP

MUST HOLD

5% DOWN

10% DOWN

Dow S&P NAS NYSE Russell

11866 1220 2555 7238 722

12749 1359 2863 8653 851

12170 1297 2733 8259 813

11590 1235 2603 7866 774

11011 1173 2473 7473 735

10431 1112 2343 7079 697

80.90 line, oil flying up to $93.85 with 40 minutes 
to the close ($95 would be nice for our bull 
trade), but we need that Dollar to break lower.Ó

It didnÕt. The Dollar ended the day above the 
80 level, while the Euro managed to stay above its 
key $1.30 level, even after coming under pressure 
caused by FitchÕs ratings downgrades. 

David Song, currency analyst at DailyFx, 
remarked, ÒAs the warning shots fired by Fitch 

dampen the outlook for the euro-area, increased 
threats of a credit-rating downgrade certainly 
h e l p s t o i n c r e a s e t h e a p p e a l o f t h e 
(Dollar.)Ó (Dollar pulls back; euro holds above 
$1.30)

The strong Dollar weighed on the stock 
market, and the indexes ended the day flat and 
mixed. The Dow was down 0.2%, the S&P was up 
0.1%, and the Nasdaq was up 0.5%.
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Lee Adler, publisher of the Wall Street 
Examiner,! contributed an extended excerpt from 
the! WSEÕs Professional Edition.! In his recent 
Treasury Report, The Last Ponzi Game, Lee wrote: 

ÒA  heavy Treasury auction schedule with a big 
settlement on Thursday was enough to contribute 
to keeping stock prices (SPX) in check this week, 
but not to knock down Treasuries. Demand for US 
Government paper is so great it simply engulfs 
even heavier than expected levels of new supply. 
The massive capital flight out of Europe is now 
confined to the only game in town, the US 
Treasury market, the last great Ponzi game still 
operating.

ÒThis wonÕt end well, but it wonÕt end until it 
ends, and the technical signals suggest that wonÕt 
be in the short run. Yields appear to be still 
headed lower, and thatÕs bad news for stocks 
given the recent correlation between lower yields 
and lower stock prices. As IÕve illustrated in the 
accompanying Fed Reports, there isnÕt enough 
liquidity to power both markets toward higher 
prices simultaneously. ItÕs either one or the other. 

Eventually I expect a shortage of liquidity to 
negatively impact both markets, but weÕre not 
there yet.

ÒWithholding tax collections remain weak, and 
the government continues to need to raise 
substantially more cash than the TBAC had 
estimated it would need. That means that the 
economy is significantly weaker than government 
forecasters had foreseen just 6 weeks ago when 
these estimates were issued. The clues were 
available in the data at that time and I correctly 
guessed that the auctions would begin to balloon 
in size. Normally this would be problematic for 
the markets, but not in the current environment.

ÒAt the same time, foreign central bank 
purchases of Treasures have fallen off a cliff. 
Again, that would normally be extremely 
problematic. But it just! doesnÕt! matter because 
panicked institutions fleeing Europe are like the 
Coneheads consuming mass quantities of all 
available US Treasury paper. In fact, the demand 
is overwhelming the massive supply. Tidal waves 
of panic capital flight have been flooding into the 

Treasury market in never before seen 
amounts, both in terms of the indirect bid 
and the bid by Primary Dealers, of whom 
1/3 are European banks.

ÒThe panic buying has been concentrated in 
the 4 week bill, but there was also a jump 
in the b id for longer term paper, 
particularly the 10 year note (TNX) this 
week. The 4 week bills are where the real 
panic is. This is short term cash looking for a 
safe place to park. At the same time, the 
increase in nervous buying is pushing out on 
the curve enough to continue to push yields 
down for a while longer. ItÕs also pushing the 
dollar higher. The dollar (DXY) faces a 
critical test at 82.Ó  (The Last Ponzi Game)

Capital flight out of Europe is yet another 
symptom of the seriousness of the financial 

The Week Ahead
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crisis plaguing the EU. Repercussions are reaching 
around the globe, with manufacturers in Japan 
becoming more pessimistic as the eurozoneÕs 
ÒBlack DebtÓ crisis drags on. Yoshimasa Maruyama, 
an economist with Itouchu Corp. in Tokyo, 
commented, ÒThe outlook completely hinges on 
what happens in Europe. If the debt crisis worsens 
further and spreads to the U.S., that could spark 
a recession there too, and that would mean a 
recession for Japan as well.Ó (Japan Tankan Slides 
as Investment in China Drops on Global Slump: 
Economy)

China is also seeing manufacturing activity 
slowing, with the HSBC ÒflashÓ Purchasing 
ManagersÕ Index for December coming in at 49, 
below the median level of 50 that separates 
expansion and contraction. According to Qu 
Hongbin, co-head of Asian economics research at 
HSBC, ÒChinaÕs economy still faces notable 
downside risks from slowing exports and the 
further weakening of property-market activity 
that is yet to come. ChinaÕs government can and 
should ease more aggressively on both the fiscal 
and monetary fronts to stabilize growth and 
jobs... Hard landings should be avoided, as long as 
easing measures filter through in the coming 
months.Ó (China manufacturing cools further: 
HSBC data)

Phil has repeatedly made the argument that, 
should the economic outlook turn sufficiently dire, 
the Federal Reserve will most likely launch a third 
round of quantitative easing (QE3). Moreover, Phil 
views QE3 as a key premise for his bullish position 
on the stock market. 

One factor  influencing the likelihood of the 
Fed deciding to ease will make a major change at 
the beginning of next year. The Fed Board of 
Governors is made up of six permanent voters and 
four voters that rotate every year. The 2011 batch 
of Fed rotating voters consists of three strong 
hawks (against easing) and one strong dove (in 
favor of easing). The four rotating voters for 2012 
include three doves and one moderate hawk. This 
will push the balance of the Fed Board of 

Governors well over to the dovish side, greatly 
increasing the likelihood of Òeasy moneyÓ policies. 
This change will increase the odds of some form of 
QE3 being adopted in 2012. 

As Zero Hedge reported Òthis rotation will 
probably be the most dramatic in Fed history as 
three diehard hawks (and one dove) are 
eliminated only to be replaced with a panel which 
is almost exclusively Dovish. In fact, at the end of 
the day, the only modest Hawk on the FedÕs voting 
committee will be Richmond FedÕs Jeffrey Lacker 
(the only member to vote against the drop in FX 
swap line rates), and even he in the past has 
shown his dovish wings. Which means that for all 
intents and purposes, the major delay in global 
events, and market uncertainty, merely has to 
last until the end of the year when the doves take 
over.Ó (When Doves Laugh: 4 Weeks Until The 
Quiet Coup In The Fed Gives QE3 A Green Light)

The FedÕs taking a ÒDovishÓ turn and 
promoting Òeasy moneyÓ policies should be bullish 
for stocks and commodities. However, after this 
weekÕs FOMC announcement, which made no hint 
of additional easing, chances for a ÒSanta ClausÓ 
rally seem slim.

The rest of this newsletter is a ÒYear in 
ReviewÓ of PharmboyÕs Virtual Biotech and Pharma 
Portfolio, courtesy of Pharmboy:

As 2011 comes to the end, IÕd like to thank 
everyone for following us at Stock World Weekly. 
Ilene and Elliott  have put a great piece of work 
together. It gives readers a good sense of what we 
do at PhilÕs Stock World. There are many skillful 
and knowledgable traders in the chat room, and 
they present many ideas for us to ponder. I  have 
enjoyed nearly 4 years here, and have learned so 
much from Phil and other PSW members. !

My Biotech and Pharma picks for my Virtual 
Biotech and Pharma portfolio have performed well 
this year. Table 1 presents a summary of my closed 
virtual trade ideas - i.e., winners and losers (page 
11).
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Table 2 shows currently open virtual trade 
ideas, some of which should be adjusted next 
week (highlighted in yellow, page 12).!

On virtual trade ideas that are closed (table 
1), we made a little money. However, a few trade 
ideas that did not pan out offset some of our 
gains.! DCTH, SVNT and PLX put big dents in our 
virtual profits. An important lesson to take away is 
not to buy outsized positions compared to the 
size of the portfolio. Large losses can rapidly eat 
up gains on other positions.

Moving forward, I  would close out all virtual 
positions in DCTH and SVNT, and not enter new 
positions in these companies. I would also close 
the virtual MNTA and OPK trades, taking the 
profits off the table. OPK was first given as a 
trade idea in the February 27, 2011, newsletter  
when it was trading below $4.50. It  is currently at 
$4.90. A bullish trade idea for  MNTA was presented 
in the March 13, 2011 newsletter. At the open on 
March 14, MNTA was trading at $13.81; Friday it 
closed at $16.19. 
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Regarding Protalix BioTherapeutics, Inc. (PLX), 
I am hopeful that PLX will get approval for 
taliglucerase alfa in May or June of 2012. In our 
virtual portfolio, we have 200 shares of PLX 
(average cost of $5.26). I would add a buy-write 
to the PLX shares. The trade idea in a Òbuy-writeÓ 
is to sell one call and one put per each 100 shares 
of stock.!

For 200 shares of PLX, IÕd sell two May 2012 
$7.50 calls and two May 2012 $7.50 puts for $3.70 
or better combined. This strategy gives us a 
chance to let PLX rise over time and buy back the 
put before the FDA date.! I like the same trade 
idea for a new position in PLX.!

In addition to PLX, the other three stocks 
highlighted in table 2 are candidates for new buy-
writes. To add to my virtual portfolio, I like the 
following three buy-writes:

PDLI Ð sell one May 2012 $6 call and put for 
$0.95 or better.

CRIS Ð sell two June 2012 $5 calls and puts for 
$2.05 or better.

MITI Ð sell one May 2012 $7.5 call and put for 
$1.90 or better.

Happy Holidays to all!
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Monday 19 Tuesday 20 Wednesday 21 Thursday 22 Friday 23
10:00 AM: Housing 

Market Index
7:45 AM: ICSC-Goldman 

Store Sales
7:00 AM: MBA Purchase 

Applications
8:30 AM: GDP and 

Jobless Claims
8:30 AM: Durable 

Goods Orders

11:00 AM: 4-Week Bill 
Announcement

8:30 AM: Housing 
Starts

10:00 AM: Existing 
Home Sales

8:30 AM: Chicago Fed 
National Activity Index  
and Corporate Profits

8:30 AM: Personal 
Income and Outlays

11:30 AM: 3-Month and 
6-Month Bill Auctions

8:55 AM: Redbook 10:30 AM: EIA 
Petroleum Status 

Report

9:45 AM: Bloomberg 
Consumer Confidence 

Index

10:00 AM: New Home 
Sales

1:00 PM: 2-Year Note 
Auction

11:30 AM: 4-Week Bill 
Auction

1:00 PM: 7-Year Note 
Auction

9:55 AM: Consumer 
Sentiment

1:00 PM: 5-Year Note 
Auction

10:00 AM: FHFA House 
Price Index and 

Leading Indicators

10:30 AM: EIA Natural 
Gas Report

11:00 AM: 3-Month and 
6-Month Bill 

Announcements

4:30 PM: Fed Balance 
Sheet and Money 

Supply

Next Week’s Economic Calendar

Note: The material presented in this commentary is provided for informational purposes only and is based upon 
information that is considered to be reliable. However, neither Philstockworld, LLC (PSW) nor its afÞliates warrant its 
completeness, accuracy or adequacy and it should not be relied upon as such. Neither PSW nor its afÞliates are 
responsible for any errors or omissions or for results obtained from the use of this information. Past performance, 
including the tracking of virtual trades and portfolios for educational purposes, is not necessarily indicative of future 
results. Neither Phil, Optrader, Oxen Group  or anyone related to PSW is a registered Þnancial adviser and they may 
hold positions in the stocks mentioned, which may change at any time without notice. Do not buy or sell based on 
anything that is written here, the risk of loss in trading is great. 

This material is not intended as an offer or solicitation for the purchase or sale of any security or other Þnancial 
instrument. Securities or other Þnancial instruments mentioned in this material are not suitable for all investors. Any 
opinions expressed herein are given in good faith, are subject to change without notice, and are only intended at the 
moment of their issue as conditions quickly change. The information contained herein does not constitute advice on the 
tax consequences of making any particular investment decision. This material does not take into account your particular 
investment objectives, Þnancial situations or needs and is not intended as a recommendation to you of any particular 
securities, Þnancial instruments or strategies. Before investing, you should consider whether it is suitable for your 
particular circumstances and, as necessary, seek professional advice. 
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