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American Airlines and HealthSouth are on the
brink of failure. Sprint, Rite Aid, Gateway,
L ucent, plus eight other major firmsare also
= Vvulnerable. If the economy sinksfurther ...

Delta, Ford, or AOL

could bethe NEX

giantsto fail!

Asthe new millennium began,
the firms going bust were just a
trickle— primarily small dot-coms
with unrecognizable names.

Then, gtartingin 2001, thetrickle
becameaflood: Montgomery Ward
... Bethlehem Steel ... Polaroid ...
Enron ... Kmart ... Global Crossing
... WorldCom ... United Airlines....
Conseco. All huge, multibillion dol-
lar companies with big names! All
bankrupt!

Now, just as Wall Street was
hoping the worst was behind them,
anew flood of evenlarger bankrupt-
cieslooms.

AmericanAirlinesisgtill onthe
brink, despite having bought some
timewith concessionsfrom unions.
HealthSouth isalready in default,

slammed by charges of massive
fraud. Plus, we have identified 12
other major companiesthat we be-
lieve are vulnerableto bankruptcy:

Earthlink has never shown an
annual profit since it went public,
losing money hand over fist. That's
why Sprint has dumped its shares
likeahot potato.

Rite Aid, the nation’s third-
largest drug store chain with 3,411
storesin 28 states, hasatotal debt of
$3.7 billion and is facing intense
competition from Walgreens and
CVS. It'saclassic case of a com-
pany that tried to expand too quickly,
took on too much debt, and now
doesn’'t have enough revenuesto pay
itshills. It could easily becomethe
next Kmart.
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Sprint PCSkeepslosng money
— $1.2hillionin 2001, ancther $578
million in 2002. The cost of its
widdly advertised al-digital network
was staggering. The company’sto-
tal debt now exceeds$16.3 hillion.

Nortel Networ kshasnot made
any money inthelast fiveyears. In
1999, the company lost $350 mil-
lion. Thenext year, itlost $3.4 hillion.
In2001, it lost eight timesmore—
or $27.3 billion. Last year, it lost
money every singlequarter. Thebig
problem: Sinking demand for the
company’sproducts.

Other companiesthat arevulner-
ableinclude CKE Restaurants...
Gateway ... Loral Space &
Communications... Lucent Tech-
nologies ... Primedia ... Silicon
Graphics ... Solectron ... and
United Global Communications.

Remember: All these bankrupt-
cieshavetaken place despitea GDP
declinein 2001 that wasmilder and
shorter than that of theaveragere-
cession of the past 50 years!

What will happenif 2003 brings
an averagerecession?

What will befall Corporate
Americaif we experience areces-
sion that is more severe than
average!?

We rebound to seeabankruptcy
crisisof unprecedented dimensions,

sweeping through every sector of the
American economy, potentidly fell-
ing huge companies that no one
would haveever dreamed vulnerable
just months ago: Companies like
Delta Airlines, Ford Motors, or
AOL TimeWar ner. Thesearecom-
paniesthat could be....

GoingBrokeThe
Old Fashioned Way

In the last three years, one
bubble after another has popped.

First it wasthe dot-com bubble
... then the telecom bubble ... next
the accounting bubbl es.

Theseweretheweskest links—
the sectors that got hit even before
the economy tanked.

Why? Because their business
model swererecklessaberrations...
or they stretched accounting rulesto
the limit ... or they were outright
frauds.

[tdidn’ttakearecessionto bring
them down. Nor did it takeaterror-
ist attack. All it took was the
manifestation of one all-powerful
force — the truth. As soon as the
truth came out — that they had no
earnings, no viable products, no
business — they were gone in a
flash.

But, now the prime candidates

for bankruptcy are not just hare-
brained Internet start-ups ... or
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companieswith outrageous account-
ingirregularities. We'regoing to see
thedownfall of formerly solid, well-
managed companies that will go
broke because of old-fashioned
problems:

Problem #1.
Plunging Sales

In the first 24 months after the
bear market began, it seemed most
US consumers would never stop
spending. They froze momentarily
after 9/11. But even beforethe dust
of the disaster had settled, they
started binging again.

One not-so-minor detail: The
most recent spending binge was
based amost exclusively on onefac-
tor: DEBT. Consumers borrowed
more on their credit cards. They
rushed to refinance their homemort-
gages. They grabbed up any
borrowed cash they could lay their
handson to sustain their old spend-
ing habits and put off the day of
cost-cutting aslong ashumanly pos-
shle.

Result: We've just seen one of
thewildest borrow-and-spend ram-
pagesinthenation’shistory.

US consumers have a total
credit card debt of $712.9billionand
arecord-breaking delinquency rate
of 4.07%. Meanwhile, mortgagere-
financing hasgonewild, surging by
awhopping 245% in 2002.

Now, however, the binge is fi-
naly ending. Last Chrissmaswasthe
worst holiday selling season in a
generation, and thefirst two months
of 2003 have been another retailing
disaster.

Examples. McDonad's is re-
porting the 12th consecutive




monthly declinein sales. Worldwide
salesin February fell 4.7% ontop of
the announcement in January of
McDondd sfirst-ever quarterly loss.

Other big name companies are
watchinginhorror astheir grosssaes
revenues plummet — Ciena Corp
(down 77%) ... Applied Microcir-
cuits (down 65%) ... Corning (down
47.6%) ... Centerpoint Energy
(down 26%)... Duke Energy (down
14%)... AT& T (down 10%)... and
Gemstar-TV Guide (down 13.6%).

Thepunditshaveclamedthat al
of thiswasall duetofear of war, fear
of terrorism or severe winter
weather. But now, as the sales de-
clineshit multipleindustries, in all
regions of the country, month after
month, the pundits are running out
of excuses.

Problem #2:
Cut-Throat Competition
and Falling Prices

Suppose you'reamanufacturer
or aretailer. You're stuck with
sprawling, expensive facilities. Or
you'reloaded with unwanted inven-
tories. But consumersdon’'t havethe
money or thedesireto buy. What do
you do?

Unlessyou have afinance sub-
Sdiary that can dish out zero-interest
cash to your customers, you have
only one course of action that can
giveyouimmediateresults. You must
dashyour prices.

Right off thebat, your dollar rev-
enues plunge. Then, just assoon as
your competitorsstart dashing their
prices, your unit salesplunge again,
too. Now, you havetheworst of both
worlds — fewer units sold, and
fewer dollarsper unit.

TakeFord, for example. In 2001,

itssalesdropped 5%to $162 billion |

from $170 billion the year before,
driving the company deep into the
red — awhopping $5.4 billion in
losses.

Ford’'s knee-jerk response: It
slashed the prices of its cars and
trucksdowntothebone. Atfirst, the
strategy wasworking. But ... a big
chunk of Ford’ ssaleswere borrowed
fromthefuture, andthat futureisnow
here.

Indeed, Ford's sales have been
falling steadily — from 3.7 million
units (on an annualized basis) in
December ... 3.6 millionin January
...andjust 3.2 millionfor March.

Now, Ford hasannounced it will
cut second-quarter production by
17%from last year, astaggering ad-
missionthat itsprice-cutting Srategy
isn’'t working anymore.

Meanwhile, Intel recently cut
prices of some Pentium 4 desktop
and X eon server microprocessorsby
as much as 21% ... Sony is set to
announce amajor reduction in the
priceof itsPlayStation 2... and Car -
nival announced itisdashing prices
of itscruisesacrossthe board.

What happenswhen companies
slash prices? Profit margins are
smashed! For example...

* Reliant Resour ces has seen
itsgross profit margin plunge 81%
quarter to quarter.

* Sepracor, one of the largest
pharmaceutical companies in
America, hasseenitsprofit margin
plunge 79%.

* Profit marginsare down 66%
at AESCorp., 42% at TXU, 14%

(continued on page 7)

Let’s have breakfast together
—it’'son me.

I’ll be in Las Vegas for the
Money Show, Tuesday, May 13 —
the perfect timefor usto get together.

There’s so much happening
right now — the war, the sinking
economy, the knee-jerk reaction of
markets to the news — we need to
talk, and soon.

So, please accept this issue of
SafeMoney asyour official invitation
to The Weiss Power Breakfast at
the Las VVegas Money Show.

Thisevent isby invitation only
— exclusively for Safe Money sub-
scribers. It isnot open to the public!

Warning: Last year, for avery
similar event, we had to turn hun-
dreds of subscribers away. | was
very disappointed, and so werethey.

Sothisyear, to avoid disappoint-
ment, please call usto register now.
There’'s no charge, but it’s first-
come, first-served.

Plus, make sureyou register for
the balance of the Money Show,
where | will be giving athree-part
Weiss Seminar:

Part 1. The Next Financial
Shocks.

Part 2. Can Washington Save
The Economy?

Part 3. Make Money When
Stocks Sink AND Soar.

Toregister for the Money Show
and theWeiss Power Breakfast, call
800-970-4355, and give the opera-
tor the code: 001978. They’ll give
you all the information you need
when you call.




Mr. CONSERVATIVE

A Portfolio For The More Conservative Investor

Millionstrapped in the“war relief rally,” assuming bear market
iIsover. BIG MISTAKE! Here'swhat you should doinstead ...

Don’t you dare get trapped into
thisrally — regardless of the cause.

Thefactis, weareinagiant bear
market that isstill unfolding ... that
has not even come close to hitting
bottom ... and that is going to rip
severd trillionmorein wealth away
frominvestors.

That’swhy I've stayed focused
on the safest high-yielding portfolio
| could design for you ... and why
thisportfolio hascranked out steady,
double-digit returns, while still pro-
tecting the bulk of your principal
with the safest investments in the
world.

Still, many subscribersask: Why
don’t you subscribeto thetheory that
the bear market will end with the
war? The answer:

* Back in 1991, when the first
Gulf War began, the Dow was trad-
ing at about 15.5 times earnings.
Today, the Dow istrading at 28 times
earnings, amost twiceitshistorical
fair valuel

* 1N 1991, thedividendyield on
the Dow was nearly 4% — not far
from anormal 5% yield. Today, the
dividendyield islessthan 2%!

* In 1991, mutual funds had
nearly 12% of their cash ontheside-
lines, about normal for the start of a
bull market. Today, they have just
over 4% of their cash on the side-
lines.

Conclusion: Thestock market is

inexactly theoppositepositionit was
when Gulf War | broke out. It’s still
grossly overvalued, and has along
way to go before hitting bottom.

Portfolio Update

Hold 55% of your conservative
portfolioin short-term US Treasury
bills. One of the most convenient
waysto buy themisthrough money
market funds specialized in Treasur-
ies, such as: the American Century
Capita Preservation Fund (800-345-
2021), Dreyfus 100% US Treasury
Fund (800-645-6561), Fidelity
Spartan US Treasury Fund (800-
544-8888), and USGI US Treasury
Securities Cash Fund (800-873-
8637). (Also consider our own
Treasury-Only Money Market Fund,
800-814-3045.)

Hold 20% of your conservative
portfolioin 3-5year Treasury notes.
But don’t reach out to long-term
bonds. They lock youinfor toolong,
and the pricerisk istoo great.

Allocate 10% to hedges against
afalling dollar. | recommend half
in the Prudent Safe Harbor Fund
(800-711-1848, www.prudentbear
.com/funds_pshfund.html) and the
other half in the American Century
International Bond Fund (800-345-
2021, www.americancentury.com).
As the dollar resumes its decline,
these are bound to move higher.

Enerplus Resources Fund
(ERF) — 5%. Thisgasand oil roy-

alty trust has been going gangbusters
since | recommended it. Originally
recommended at $17.20, it's cur-
rently trading at near a52-week high
of $19.13. Plus, it pays adividend
of 11.71%. Hold.

Provident Energy Trust
(AMEX-PVX) — 5%. Last month,
the company announced excellent
annual results: Oil and gas produc-
tion more than doubled in 2002, and
the company’s energy reserves in-
creased by 130%. Despite the good
news, the share price suffered a set-
back, but | expect it to rebound
nicely. If not on board, buy now. It
pays ahealthy 20% dividend.

Larry’s recommended gold
shares. If you were able to act on
Larry’srecommendation to sell half
last month, your alocation should be
close to 5% of your portfolio. Oth-
erwise, it would be closer to 10%.
Seepagesix for further instructions.

The Weis
Protection

Our Crash Protection Strategy combi
page 5) with zero-coupon bonds (de
www.saf emoneyreport.com). If you'reon|
of the positions, with no changesintheallo
nicely, and the LEAPS are bound to surge
subscriber, we recommend only the purch




Larry Edelson’s

mr. speculator

Profits bagged on LEAPS; Citigroup and
Target shorts. Here'sthe next trade!

If you've followed my recom-
mendations to short Citigroup and
Target, you should have been able
to bag profits of 18% and 8%,
respectively.

And the profits bagged on your
LEAPS putswerefar greater, rang-
ing anywhere from 23% to 264%,
depending on how soon you bought
them.

Now, on to the next trade: As
Martin points out in the front-page
article, thereareliterally hundreds of
companiesheaded for trouble.

How to profit? Oneway isto buy
LEAPS put options in companies
that will be most directly impacted.
These long-term put options give
you plenty of timeto capture profits
fromastock that could sink in price,
andthey limit your risk strictly tothe
amount you invest.

Iss Crash
n Strategy

ombines a balance of LEAPS puts (see

(detailed in December issue and at
eon board withthisstrategy, stick with all
eadllocations. The zeroeshave appreciated
surge as the market falls. If you're anew
urchase of LEAPS at thistime.

My top choicefor aL EAPS put
on a vulnerable company: General
Motors.

GM isnot acandidate for bank-
ruptcy. But its share price will be
impacted by the same forces that
could drive Fordinto afinancial tail-
spin: Consumer confidence plunging
from 110.7 to 62.5 in the space of
12 months ... auto sales faling de-
spitezerofinancing ... morelay-offs
depressing demand.

Buy the $30 Jan 2004 LEAPS
putson General Motors (Symbol
LGM MF), paying no morethan $4
per sharefor an overall cost of $400.

Portfolio Update

Rydex Ursa (RYURX), de-
signed to go up 10% for every 10%
decline in the S& P 500, is my fa-
voritevehiclefor hedging against —
or profiting from — a market de-
cline.

But it also worksthe other way:
When the market rallies, this fund
goes down. So, the war relief rally
reduced its value a few notches in
March, from $13.80 to around
$13.06.

If you don't already own this
fund, this is a good opportunity to
buy.

You can open an account directly
with Rydex by calling 800-820-
0888, or you can buy Rydex funds

through Fidelity Investment
(800-343-3548), T. Rowe Price
(800-638-5660), and Dreyfus (800-
421-8395), or one of the other
brokerslisted on the Rydex website
(www.rydexfunds.com).

RydexArktos(RYAIX). While
theUrsafund reactsinversely tothe
S& P 500 index, the Arktos reacts
inversely to the performance of the
Nasdaqg 100. Thisfund also dropped
somewhat last month from $40.40
to around $36.11. If you own it,
hold. If not, buy now.

Dow Jones 76 Dec 2003
LEAPS puts (DJIX XX) aso fell
as the stock market rallied. Don’t
worry. | expect the next wave down
soon — regardless of the outcome
of the war. If you don’t own these,
buy now (they're selling at $4.50 per
share or $450 per 100-share con-
tract). Otherwise, hold.

S& P 500 80 Dec 2003 LEAPS
puts (L SX XY). If you own them,
hold. If not, buy two now. They
should move up sharply when the
S& P cavesin.

Rydex Juno (RYJUX) is my
favorite vehicle for profiting from
rising interest rates. For each 10%
declineinlong bond prices, thefund
shouldriseby 10%. | originally rec-
ommended it at about $21.51, it fell
to $20.66 and has now rebounded
to $21.26. Hold.




Gold ready to roar back!

[Larry Edelson

L ast month, when gold wastrad-
ing in the mid $350s, | told you
mining shareswere vulnerableto a
temporary setback. The prudent
thing to do wasto trim your existing
holdings by half. If you did, good.

My fundamental outlook on
gold, however, was not changed.
That's why | specified relatively
good minimum pricesfor any sales.
Andthat’salsowhy | told youto hold
on to the balance of your positions.
Most important, thisalso meansthat
if you didn’t get a chanceto sell be-
fore the gold shares corrected, it's
also OK. Just keep all your positions
intact.

Now, the setback has come, and
it has turned out very much as ex-
pected: Gold tested critical support
on the charts. It held firmly. And
now it’'son itsway back up. Mean-
while, as| told you last month, the
declinein the shares, athough sharp,
iIstemporary and largely technical.

Indeed, the entire episode con-
firmsmy feelings about the strength
of gold’sbull market; andinthebig
scheme of things, nothing has
changed:

TheUSdollar isstill declining.
Billions of dollars are pouring out
of US stocks, mutual funds, and
bonds. So, | still expect a further
dollar decline of up to 20% thisyear
as overseas investors repatriate
funds.

A weak dollar isgood newsfor
gold. It boosts the attractiveness to
al investors seeking ahedge.

Tight supplies. Mining compa-
nies have been focused on reining
in costs— and avoiding expanding
their production— for solong, gold
suppliescould remaintight for many
years to come. Even now, after the
resurgence of gold, the pace of ex-
plorationisstill lessthan half of what
itwas 10 yearsago. So, anyonewho
thinksnew suppliesaregoing to turn
up overnight isdreaming.

Portfolio Update

Anglogold (AU). If you'vesold
half your shares, await further in-
structions. If not, hold the balance
and cancel your order to sell.

Durban Roodepoort Deep
(DROOQY) suffered in the setback
last month, but has recovered to
$3.03. If you sold half, sit tight. If
not, hold the balance and cancel
your order to sell.

Royal Gold (RGLD) remains
one of my favorite mining stocks,
and after the setback isnow bounc-
ing back nicely. The company
recently announced significant ad-
vances in its proven and probable
reservesat several of itsmines. It has
roughly one-third more reserves of
an even higher quality than it be-
lieved at the end of 2001. At Bald
Mountain, for example, itsinterest
yielded 18,000 ounces of gold in
2002, but the operator expects that
number to bea most 85,000in 2003.
Currently, shares are at $13.68.
Hold your entire position.

Agnico Eagle (AEM) an-
nounced bullish resultsfor thefourth

quarter. Earnings are up nicely and
proven and probable reserves of 4
million ouncesare up 23% on 2001.
Plus, they’re cranking up production
this year to 375,000 (up 44%) and
reducing cash costs per ounce of
gold mined to $125 per ounce (down
31%) — very cheap cost of produc-
tion. If you sold half your shares,
stand by. If not, hold everything, and
cancel any sell orders.

Newmont Mining (NEM) has
just gained approval to mine in
Ghana's protected rainforest re-
serves — an investment costing
$450 million. The mines in Ghana
were part of the Normandy Mining
acquisition last year and would start
producing in 2006. The company
expects to produce 7.5 million
ounces of metal worth $2.7 billion
over thelivesof themines.

Newmont a so recently rel eased
great fourth-quarter 2002 numbers,
with gold sales up a healthy 57%
against the sameperiod in 2001. For
theyear, it sold 40% moregold than
in 2001 at atotal cash cost of $189
per ounce.

Sameingtructions: If you got out
of half, fine. If not, hold everything
and cancel any sell orders.

GlamisGold (GL G) boosted its
gold production in the fourth quar-
ter of 2002 with just over athird of
the net income attributable to that
onequarter. Expect moregreat news
from thiscompany. If you sold half,
sit tight. Otherwise, hold your en-
tire position. Cancel any sell orders.




Cover Story (cont. from p. 3)

at the already-battered Nextel, 12%
at Xerox, 9% at General Motors.

Problem #3:
Staggering Debts

When AOL merged with Time
Warner two years ago, the
company’s founder and chairman,
Stephen Case, predicted it would
break all records and soon become
thelargest company intheworld.

It's broken the records all right
— for losses. In 2002, the company
recorded thelargest lossof all time
— arecord-smashing $99 hillion,
eclipsing the previous records by
JDS Uniphase and AOL itself in
2001. Case is gone. So is Ted
Turner.

Thefinal day of reckoning, how-
ever, isstill to come. The company
has just announced another $400
million in exaggerated earnings. It
facesdtill-stagnant profits, plus, atthe
same time, acrushing debt load of
$27.5hillion.

Meanwhile...

* Ford’'s debt is $29 for every
dollar of shareholder equity!

* Maytag — $26 in debt for
each dollar of equity!

* Nextel — $23 in debt per dol-
lar of equity!

* Weight Watcher sowesnine
timesmorethanit hasin equity.

* Xerox owesseventimesmore
... and Kellogg Foods owes 6.3
times.

When the economy heads south,
these enormous debts can be thefi-
nal nudge that can send big

corporationsover thecliff.

Problem #4:
Near-Worthless Assets

Not long ago, in the Mohave
desert about 100 milesnorth of Los
Angeles, therewere 60 shiny 747s,
737s, and MD-11s, baking in the
sun— asorry testimony tothe over-
capacity intheUSairlineindustry.

Now, there are 300 aircraft ...
and soon there will be over 400!
Row after row of giant jet aircraft.
Unused and unwanted.

A disaster just for the airlines?
I’m afraid not. More than a dozen
companies in various sectors have
announced their earningswill bere-
duced because of airplanes they
bought but can no longer lease.

GE iswriting off $260 million;
Boeing, $250 million; Morgan
Stanley, $74 million; John Hancock,
$95 million; Pitney Bowes, $100
million; Walt Disney, $114 million.
Overadl, at least $1 billion hasbeen
lost worldwide on airline leasesin
the past year alone.

Meanwhile, American compa-
nies have overspent and overbuilt
across a broad spectrum of indus-
tries. We have too many fiber optic
cables, too many satdllites, too many
carsand trucks, too many high-rise
office buildings.

Problem #5:
Sky-High Fixed Expenses
Prudent companies, like prudent
families, can try to slash their ex-
penses. But many US corporations
cannot. They’'re locked in to high
fixed overhead.

Delta Airlinesis battling cut-
throat competition, plunging

bookings, and falling prices. That's
why revenues plummeted 17.1%in
2001. That'salso why therewasno
recovery in 2002, and why 2003 is
turning out to be another horrible
year, war or no war.

Deltahasjust announced major
cutbacks in domestic and interna-
tional flight schedules. But that has
virtually noimpact onitsenormous
fixed expenses — pilot salaries,
wages for ground crews, mainte-
nanceof idleaircraft, insurance, rent,
and interest.

What will happen to DeltaAir-
lines if the war lasts longer than
expected ... or leisure and business
travel fail to recover swiftly after the
war?What happensif bookingsdrop
even further?What happensif fuel
pricesspikeagan?

In any of these scenarios, | be-
lieve Chapter 11 for Deltaislikely.

TheConsequences...

B Morelayoffs: Kmart, already
in Chapter 11, has 242,000 employ-
ees, nearly all of whomwould lose
their jobs in aliquidation. If Ford
Motor goesunder, 352,000 jobswill
bethreatened. Verizon Communica
tions, also vulnerable, employs
247,000. American Airlines pro-
videsjobsfor 123,000.

B Bankstakehugehits: | count
1,697 banksand 945 insurersthat are
vulnerable — institutionsthat cur-
rently have aWel ss Safety Rating of
D+ (weak) or lower, implying a
higher than average probability of
falure.

B Suppliers get hit hard. In
March, when Ford and GM an-
nounced sharp production cutbacks,
thesharesof Delphi, theworld'slarg-




est auto supplier, with $27 billionin
revenue, dropped 8% on the news.
American Axle, another one of
GM’smain supplies, plunged 8.2%.

B Pricedeclines. Corporate bank-
ruptciesnaturally unleash awave of
firesales— not only of unsold mer-
chandise, but also of unwanted
subsidiaries, partnerships, and joint
ventures — al at discount prices.
The price declines, in turn, trigger
more bankruptciesinan unstoppable
viciouscircle.

What to Do

To protect yourself from the next
wave of corporate bankruptcies,
takethese steps:

Step 1. Immediately sell any
stocks of companies with a Weiss
risk rating of D+ or lower. To get
thelatest Weissrisk rating on amost
any publicly traded company, log on
to www.saf emoneyreport.com and
click onthe"Ratings’ tab at thetop
of the page.

Step 2. Take advantage of the
latest rally in the market to sell the
rest of the stocksin your portfolio.

Step 3: If you'reemployed by a
publicly traded firm, check itsrating.
If you're running abusiness, check
theratingsof your primary custom-
ers, suppliers, and joint venture
partners. A WeissRisk Rating of D+
or lower isanindication of possible
troublefor the company’sfinances
in a normal economy, probable
troublein asinking economy.

Step 4: If you'restuck inasitu-
ation that you feel is risky, hedge
with a program that is designed to
profit fromfaling sharepricesanda
deteriorating economy.

From Our Readers
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Special Questions

Q: My broker saysthe“war
relief rally” could bethe begin-
ning of the end of the bear
market. What do you think?

A: There have already been six
major rallies since the bear market
began in March 2000. Each time,
brokers tried the same pitch, and
each time, therally proved to bea
cruel hoax — atrap that slammed
thoseinvestorsfor more big | osses!
Thisoneisno different. Indeed, the
bear market can not end ... the next
bull market can not begin ... until
there are no more hidden shocks
waiting to ambush theseralliesand
crush them before they can take
root.

Q: You’verecommended sev-
eral different bear investments.
Which should | concentrateon?

A: Primarily the Rydex URSA
fund and the LEAPS put options

Q: What should I look for in
long-term carepolicy?

A: Don't buy too early, and
don’t buy too much. For detailed
instructions, get the fully updated
edition of my Ultimate Safe Money
Guide, just released in paperback.
(www.amazon.com/saf emoney
and bookstores everywhere.)

Q: | gather from your March
cover story that you expect in-
terest ratesto climb asthedeficit
soars and the dollar drops. You
also expect deflation. How might
these trends interact, and what
should we do to hedge against
them?

A: Inthe early 1930s, interest
rates spiked higher for more than
ayear, despite along-term defla-
tionary trend (see my book, Crash
Profits, page 320). Something
similar could happen again this
time.

To hedge against deflation, use
investments designed to profit from
a falling stock market, such as
Rydex Ursa or LEAPS puts. To
hedge against adollar decline, use
thetwo foreign bond funds recom-
mended in Mr. Conservative. And
for protection (or to profit) from
higher interest rates, consider al-
locating a modest amount to
Rydex Juno Fund (page 5).

Q: You recommend Treasury
bills. But you say the deficit is
ballooning. So, why are they
safe?

A: Evenintheworst of times,
the US Treasury has never de-
faulted on its debt. Despite a big
deficit, they are the highest-qual -
ity securitiesin theworld.

Q: | want to invest in a
lar ger home. You expect interest
rates to go up — so now would
be a good timeto lock in a low-
rate mortgage. But you also
expect real estate values to go
down. Which of the two should
| base my decision on?

A: Thereal estatevalues. Their
declinewill have alarger impact
on your investment. The interest
rate you can lock in is secondary.
Besides, this is the worst time to
load up with debt.







