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If you've lost money investing
over the past 36 months, don’t blame
yourself. It'smostly becauseyou've
been lied to over and over again by
peopleyou trusted.

In 2001, it was the Year of the
Earnings Swindles. In 2002, it was
theYear of the Brokerage Swindles.

Now, in 2003, itistheYear of the
Government Swindles. More so than
ever before, government officialsare
lying about theeconomy ... the defi-
cit ... thetrue state of unemployment
... thelooming Socia Security and
Medicarecriss... therea cost of war
with Iraq ... the true danger of the
pension fund disaster ... and more.

As these new lies are revealed,
what will be their impact on Wall
Street?How can you protect yourself
andyour family fromthefinancid fal-
out?lsn’t thereanyoneyou cantrust?

Last night, | sat up late seeking to
find the best way to phrase the an-

Uncle Sam
ISLYING

To You!

swers. Had it beenjust afew yearsago,
| would have talked to my father, Irv-
ing, to report the facts, listen to his
feedback, and seek hiswisdom.

| know what he'd say. He'd talk
about everything he saw, heard, and felt
as astock broker and analyst in 1929
and the 1930s. He'd recount, with per-
fect recall, storiesthat would keep me
gluedto hisevery word ...

ThePain of Shame
Although thedialog belowisimag-
ined, most of Dad’ sstatementsaretaken
from my notes and recollection of ac-

tual conversationswehadintheyears
before hedied.

Irving: Youthink all these decep-
tionsareunique? They'renot. After the
great bear market of 1929-32, it took at
|east ageneration to recover from—

Martin: Thelosses?

Irving: No. The pain— thesense
of shame and hel plessnessthat comes
from being swindled. It took yearsto




get over the sight of the president of
the New York Stock Exchange being
hauled off in handcuffs. It took de-
cadesto overcomethe belief that the
stock market was acesspool of con.

Government Lie#1.:
The So-Called “ Recovery”

Martin: Butit'snot justthe CEOs
and brokers any more. For months
now, the government’s spin on the
economy hasrevolved around the so-
called “recovery.” But nearly al the
hard data shows nothing of thekind!

Fed Chairman Greenspan callsit
“asoft spot.” Butit'sreally quicksand,
andwe'resinking fast.

Irving: How do you know?

Martin: Because of the massive
destruction of wealth taking placeright
beforeour eyes. IntheUS, thedestruc-
tion of wealth addsup to $10.5trillion
from peak to trough— $4.5trillionon
the NYSE, and $6 trillion on the
Nasdag. InAsig, figure $2.2 trillion.
In Europe— $2.1 trillion.

I know because consumer confi-
dence is crumbling. Usually, the
Conference Board's consumer confi-
denceindex fluctuatesby just acouple
of points. Now it’splunged by nearly
fifteen full points! Even the Confer-
ence Board economist admitsit's“a
gloomy picture’ ... with“no apparent

rebound on the short-term horizon.”

Irving: What dothey say iscaus-
ingthis?

Martin: Wall Street and govern-
ment economistsaretryingto blameit
al onwar fears. But that’sjust more
spin. They know darn well the real
reason confidence is plunging isthe
crumbling job market.

We have a40% surgein thejob-
less rate to its recent high of 6% ...
over 2millionjobslost sinceMarch
2001 ... thewordt hiring environment
in20years.

Government Lie#2:

TheUnemployment Rate

Thegovernment countspeopleas
“unemployed” only solong asthey're
continuing to collect unemployment
benefits. Oncetheir benefitsrun out,
they’'reoff theradar screen.

Irving: So, how doesthisimpact
the unemployment rate?

Martin: In January, thegovern-
ment claimed it wasat 5.7%. That's
5.7% of the nation’'s estimated 137
million labor force — 8.3 million
people out of work.

What they'renot tdling youisthat
there are another 4.6 million people
who areinthe*discouraged” catego-
ries. Addtheminandit comesto12.9
million unemployed or atrue unem-
ployment rate of something like9.4%!

Government Lie#3:
TheReal Cost of Thelraqg War

Another lie: First they said the
war wasgoing to beonly $20 billion
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or $30billion. Thenthedirector of the
Office of Management and Budget
said $50hillion. Now the President is
asking Congressfor $95 billion.

| just got areport fromthe Ameri-
can Academy of Arts and Sciences.
You want to hear what they say? They
say the conflict itself will cost up to
$140 billion. Occupation and peace-
keeping will be anywhere from $75
billion to $500 billion. Reconstruction
— another $105 billion.

And here' sthereal shocker —the
economic costs. Higher energy costs.
The hit to corporate earnings. The
declinein tax revenues. The disrup-
tion of world tradeand travel. Could
beasmuchas$1.2trillion.

Government Lie#4:
The Federal Deficit
Irving: | can just imagine what
that isgoing to do to the deficit!

Martin: It'sgoing to blow it out
of thewater! In February, the Presi-
dent submitted his budget for 2004
(including provisionsfor 2003) with
a$304 billion projected deficit. Add
the $95 hillion he has requested for
thewar, and you're up to $400 hillion
right off the bat. Plus, none of thisin-
cludesthe* off-budget” deficits, which
alone add another $600 billion or so,
according to the Federal Reserve's
own figures. How much doesall that
adduptosofar?

Irving: $1trillion?

Martin: Right. Ontop of that, fig-
ure another $500 billion over the next
10yearsfor the President’stax cuts...
at least $400 billion for prescription
drug coverage... and God knowshow
much to cover sinking pension funds.

Irving: Andif theeconomy sags?
Martin: Italready issagging. In




his budget, the President assumes
3.8% growthinthe US economy. But
theactual growthisrunning at an an-
nua rate of 2.4%. That difference
alonecould add tensof billionstothe
deficit.

Irving: | mean, what if weseean
actual recession or depression?

Martin: Then, all bets are off!
Thebudget deficit will overwhelmthe
economy.

Government Lies#5, 6, and 7:
Pensions, Social Security,
And Medicare

Irving: In the Depression, we
didn’'t havedl the safety netsyou have
today. So, my family and all my
friends’ familiesrelied ontheir own
resources— savings, relaives, or just
plain street-smarts. We struggled, but
it was a struggle that brought us to-
gether and fostered loyalty. Now, you
have private pensions, Social Secu-
rity, Medicare...

Martin: That impliesanother se-
ries of lies — namely that these
so-called safety nets are actually
“safe” They'renot.

Start with private pensions.
They’reunderfunded by $300 hillion,
according to the Director of the Pen-
sion Benefit Guaranty Corporation.
Now, toadd insult toinjury, the PBGC
isdead broke, downtoitslargest-ever
deficitinitshistory. That puts 32,000
pension funds and 44 million work-
erspotentially at risk.

Social security isin equally bad
shape because—

Irving: | remember when FDR
started Socia Security in 1935. There
wereover 40 workerscontributing to
thefundfor every persontaking money
out. How many aretheretoday?

Martin: Only about three. And
inafew years, it will bedownto two.
Last year, the Social Security fund
actually had asurplus of $160.3 bil-
lion. But the Treasury doesn’t keep
that money in reserve for the future
— it spendsevery dime. Yet, they ab-
solutely need those reserves because
of a demographic tidal wave that’s
about to hit America: The baby boom
generation— 69 million—will soon
start collecting. Meanwhile, the baby
bust generation— afar smaller group
— will smply not be ableto contrib-
ute enough.

But if you think Social Security
isinbad shape, wait till you seewhat’s
happened to Medicare! The Office of
Management and Budget — the
OMB — edtimatesthat thelong-term
unfunded liabilitiesfor Medicarenow
stand at $13.3 trillion. And that
doesn’t even begin to include any
extracostsfor prescription drugs.

The Most DangerousLie of All
Irving: Aren’'t you forgetting
something?

Martin: What'sthat?

Irving: The most dangerouslie
of al — the notion that the Federal
government has“the power.” That it
can stop deflation, end the bankruptcy
crisis, savethe stock market. Inreal-
ity, the Fed never had that power, and
never will.

Martin: But what is your re-
sponseto theargumentsmadeby most
historians? They say that back inthe
1930s, the Federal Reservedid have
the power to prevent the Depression,
but failed to useit. They say that all
the Fed had to do was to pump in
moremoney. Insteed, the Fed stupidly
did exactly the opposite, or so goes

thetheory.
y (continued on page 7)

Martin Weiss’
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Thank you immensely for your
enthusiastic support for my just-
launched book, Crash Profits; Make
Money When Stocks Sink AND
Soar.

Thank you for helping to make
it number one on Amazon, and for
perking up interest in the book at Fox
News, CNBC, CNN, CBS Market
Watch, plus 29 major TV and radio
news shows around the country,
where | appeared thisweek.

The book is 349-pages — the
equivalent of three and ahalf years
— 43 issues— of Safe Money.

Bob Prechter, author of Conquer
the Crash, calls Crash Profits a
“gripping financial story.” The pub-
lisher of amajor national consumer
publication says “the chapters are
like potato chips— when you read
thefirst one, you absolutely cannot
stop yourself from reading them
al!”

Naturaly, I'm delighted with the
response. But what will delight me
most of al isto help youto be better
prepared for the tough times ahead
with my book.

The book has just been
launched. So if you get it now, you
will be among thefirst in the coun-
try to benefit from the advice it
contains. You can get it at Barnes &
Noble and bookstores everywhere.
You can also get it on line at
www.amazon.com/CrashProfits.

The publisher’s price is only
$24.95, and Amazon'’s discount
priceisevenlessat $17.47, ready to
ship within 24 hours.




Mr. CONSERVATIVE

A Porifolio For The More Conservative Investor

Build Your Wealth With Safety

The government lies are the last
straw. So if you’ve been on the fence
so far, wondering when and how to
get out of the stock market, thisisyour
final call to action. Follow these steps
immediately:

Step #1. Sell, sell, SELL! That
includes stocks, low-grade corporate
bonds, investment real estate, and any
other asset that’ svulnerableto serious
declines. (For step-by-stepinstructions
on exactly how to sell, see my just-
released book, Crash Profits.)

Step #2. Move most of your cash
to the highest quality, most liquid in-
vestments in the world today —
short-term US Treasury securities.
(Seebelow).

Step #3. Allocate your cash as
recommended in the portfolio update,
also below.

Step #4. If you have vulnerable
assetsthat you cannot sell, at least pro-
tect yourself against any losses with
hedges. To hedge against adeclinein
the stock market and the economy, you
can use the LEAPS put options or
Rydex Ursa fund (See Mr. Specula-
tor). Or, you can participate in a
trading program that givesyou an op-
portunity to profit from astock market
decline.

Step 5. If you have risk capital,
consider these same instruments as
speculative plays.

Above all, keep most of your
money safeand liquid.

Portfolio Update

Hold 55% of your conservative
portfolioin short-term US Treasury
bills. One of the most convenient
ways to buy them isthrough money
market funds specialized in Treasur-
ies, such as:

The American Century Capital
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.)

With short-term interest rates so
low, theyieldismiserable. Butit'sa
small priceto pay for safety andim-
mediate access.

Hold 20% of your conservative
portfolioin 3-5year Treasury notes.

Hold 5% in the Prudent Safe
Harbor Fund (PSAFX, $2,000
minimum.) This fund, which cov-
ers international bonds and gold
shares, is trading close to where |
first recommended it. Hold on, as|
expect the dollar to weaken further.
Call 1-800-711-1848 or see
www.prudentbear.com.

Hold 5% in the American Cen-
tury International Bond Fund
(BEGBX, $2,500 minimum).
Call 1-800-345-2021 or visit
www.americancentury.com. Go to

“Fund Ligt,” scroll downto“Income,”
and click “international bond.”

Hold 5%in Enerplus Resources
Fund (ERF).

New recommendation: Allocate
another 5% to Provident Energy
Trust (AMEX-PVX). Thisisasimi-
lar style of asset to Enerplus. As a
royalty trust, the company extractsoil
and gasand receives agreed royalties.

The fund is not risk free — you
can lose money. But it has been very
stable and isappropriatefor aconser-
vative portfolio, provided you do not
exceed therecommended 5% alloca-
tion. Thedividendyieldiscurrently
avery respectable 20.5% and thefund
paysout monthly.

Finally, reduceyour allocation to
gold shares from 10% of your port-
folio to approximately 5%. (See page
6 for details.) Use the proceeds to
purchase my new Provident Energy
recommendation above.

TheWd:
Protectior

Our Crash Protection Strategy corr
page 5) with zero-coupon bonds (c
www.safemoneyreport.com). If you'reo
of thepositions, with no changesintheal
nicely, and the LEAPS are bound to sur
subscriber, we recommend only the purc




Larry Edelson’s

m

r. speculator

TimeTo Take Some Handsome Profits On
Our Earlier LEAPS Recommendations

| hope you've been following all
our recommendationsto buy LEAPS
put options on the Dow and the S& P
— long-term options designed to
profit from the market’sdecline.

If s0, you should have at |east one
— and possibly two — bundles of
options we've recommended since
October 2001:

Bundleof LEAPS#1.
Recommended I n Safe M oney
between October 2001 and
April 2002

Thisbundle of LEAPsincludes:
m 2Dow LEAPSputs, withastrike
priceof 80, maturing December 2003,
symbol DJIX XB (Note: The80 strike
price corresponds to 8000 on the
Dow Industrials)

m 2S&PLEAPSputs, withastrike
of price of 90, maturing December
2003, symbol LSX XS (Note: The90

ss Crasn
Strategy

mbines a balance of LEAPS puts (see
detailed in December issue and at
on board with thisstrategy, stick with all
allocations. The zeroes have appreciated
rge as the market fals. If you're anew
rchase of LEAPSat thistime.

strike price correspondsto 900 on the
S& P 500 Index.)

Both the Dow and the S&P
LEAPS are now in the money. De-
pending on precisely when you
bought them, we figure your paper
profits on the DOW LEAPS puts
could range anywhere from 23% to
200%; whileyour paper profitsonthe
S& P LEAPS puts should be between
85% and 264%. Even if your profits
areinthelower end of thisrange, we
feel they areripefruit that arejust too
hardtoresist. Moreover, it'sonly pru-
dent to take some gains off the table.
So sell these now, asfollows:

m Sell the2 Dow LEAPS puts(DJX
XB) for $9 or better.

m Sdlthe2 S& PLEAPSputs(LSX
XS) for $12 or better.

Bundleof LEAPS#2.
Recommended | n Safe M oney
between August 2002 and
February 2003

Thisbundle of LEAPSIincludes...
m 2Dow LEAPSputs, with astrike

priceof 76, maturing December 2003,
symbol DJX XX.

m 2S&PLEAPSputs, withastrike
priceof 80, maturing December 2003,
symbol LSX XY.

If you areholding these, stick with
them. As soon asthe market takesthe
big dump we are expecting, we will
giveyouthesignal to sell.

Important: If you are playing the
LEAPS puts, we certainly don’t want
you to let the next big move in the
market go by without anice solid re-
maining position. Therefore, we do
want you to have this second set of
LEAPS putsin your portfolio, ready
to profit from the move.

You ask: “What if | don’t
currently hold this second
set of LEAPS puts?”

Then buy them now. Tell your
broker to ...

m Buy 2 Dow LEAPS puts, sym-
bol DJIX XX for $8 each or less, and

m Buy 2 S&PLEAPSputs, symbol
LSX XY for $7 or less.

If you own these and you want to
be abit more aggressive, you canin-
crease your holdings in this set by
50%. (If you currently hold two of
each, add one. If you currently hold
four of each, add two, etc.)

Portfolio Update

Rydex Ursa (RYURX) Thisre-
verse index fund moves up in value
asthe S& P 500 declines. If you own
it, hold. If not, buy at the market. 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), or
one of the other brokerslisted on the
Rydex website.

(continued on page 8)




Gold Shares Temporarily Vulnerable

In Wake Of Dow Plunge.
Here'sWhat To Do Now ...

Larry Edelson

Last month, | warned you that
gold would pull back to major sup-
port at the $346 level. Sureenough, it
dropped to $341 (alittle lower than |
expected) and then zoomed higher
again, gaining as much as $15 in a
few days. Aswegoto press, it’strad-
ing in the $350s.

In this tense, pre-war environ-
ment, riddled with on-again- off-again
terror warnings, theroller coaster ride
for gold is natural. But don't let the
gyrations bother you. Thebig picture
remainssolid: Goldisinalong-term,
fundamentally driven bull market ...
and headed much higher.

Gold shares, however, may be
vulnerable to an additional setback.
They’ve recently been under-
performing the price of gold bullion.
Plus, with the Dow set to plunge
through its October low soon, we
must accept the possibility that pan-
icky investors could sell
indiscriminately, throwing out the
baby with the bath water, including
some of their gold shares.

So what should you do?If you've
been with us since we first recom-
mended each of the gold mining
companies, you should have truly
handsome profits — such as 80% in
Newmont, 125% in Agnico Eagle, and
a whopping 630% in Glamis Gold.
Even Royal Gold, which has suffered
asetback thismonth, isstill giving us
an outstanding paper profit of 292% at
current levels.

If you joined us a bit later in the
move, your gainsarenaturally smaller,

depending onthe priceyou paid. And
if you just bought very recently, you
couldevenbeinthered—just dightly
with most of my favorite gold shares,
more so with Royal Gold.

In my many yearsin the market,
however, | have found that the best
investment decisionsare based onthe
current risks and rewardsin the mar-
ket itself — not on theprofit or lossin
your personal portfolio. With that in
mind, | suggest that:

1. You exit approximately half of
your portfolio now. | will show you
how in amoment.

2. You hold on to the balance of
your positions, aiming for even better
gains.

3. If we get a setback in gold
shares... orif | feel that the danger of
asetback isbehind us, | will giveyou
thegreen light to restore your full po-
sitioningold shares.

Anglogold (AU) slipped in Feb-
ruary, mostly onlabor unrest in South
Africa. Sell half at $32.09 or better,
and hold the balance.

Durban Roodepoort Deep
(DROQY). Sell half at $3.25 or bet-
ter. Hold the balance.

Royal Gold (RGLD). Royal
Goldtook ahit earlier thismonth when
aBarron’'sarticlequestioneditsvalu-
ation. But as it turns out, the trader
supplying theinformation for the ar-
ticleisheavily short the stock.

Regardless, | am long-term bull-
ishonthestock. It will benefit directly
from the next risein bullion. It hasa
solid balance sheet and growing rev-

enues and earnings. Hold your entire
position.

Agnico Eagle (AEM). Sdll half
at $13.25 or better and hold the bal-
ance. Agnico is one of the very best
junior gold shares. The company has
a no-hedging policy, and with its
proven gold reserves climbing 23%
in 2002 to 4 million ounces and ex-
pected to grow even moreintheyears
ahead, this company’s share priceis
headed much higher long term.

Newmont Mining (NEM). Sell
half at $26.90 or better and hold the
balance. Newmont recently released
great fourth-quarter numbers, with
gold sales up a healthy 57% versus
thesame periodin 2001, and at acash
cost of $189 per ounce. Asone of the
premier mining companies, | believe
Newmont is headed much higher
long term.

GlamisGold (GLG). Sdll half at
$10.69 or better and hold the balance.
Gold production was about 10% last
year at acheap total cash cost of $160
per ounce— 7% lessthan 2001. Cash
flow from operationsvirtua ly doubled
to $33.8 million.

These are all great mining com-
panies headed much higher long term.
But as| noted, it'stimeto take some
profits off the table, while reducing
your exposure temporarily to a pos-
siblesdll-off.

P.S. Continueto steer clear of sil-
ver and silver stocks. Asl’vewarned,
they are both underperforming gold
bullion and gold shares, with no end
insight totheir relative weakness.
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Cover Story (cont. from p. 3)

Irving: Baloney! Thosehigtorians
weren'tthere; but | was. | wasintouch
with Bernard Baruch, who advised
the President. | waswatching thenum-
bersreleased by the Fed every single
week. | know what really happened.

Martin: What realy happened?

Irving: Thegovernment feared a
massive attack on the dollar. Money
was | eaving the country by the boat-
load. Infact, | heard evengold bullion
was being shipped to Europe. Then,
rightinthe midst of the deflation, we
had a sudden inflation spurt. Con-
sumer prices were still weak, but
prices on key commoditiessurged.

The Fed had no choice. It abso-
lutely had to let interest rates go back
up, despite thewor st bear market in
UShistory. The 3-month T-hill rate
surged fromunder ahalf apercent to
over 2 percent. Low-grade corporate
bond yieldsnearly doubled.

Next time, theauthoritieswill face
the samedilemmaand will ultimately
haveto makethesamechoice. They'l|
havetolet short-terminterest ratesgo
up to ward off a dollar collapse.
They’ |l havetojack uplong-termrates
toraisethemoney they needtofinance
thedeficit.

Martin: Dad, thesearevery trou-
bling times. We have the war
anxieties. Plus, the decline in trust.
Please shareyour insights.

Irving: | remember the First
World War. | was just seven at the
time, and like all my friends, | was
caught up in the war euphoria. One
day, | painted somegraffiti onthewall
of our tenement in Harlem. Theland-
lord, who couldn’t read English, came

around and asked me sternly. “Who
didthat?’ | proudly admitted doingit,
andl readittohim: “MY COUNTRY
NOW AND FOREVER.” Hesmiled,
patted meon the shoulder, and walked
away.

Itjust goesto show how strong the
patriotic sentiment wasin those days.
That’sthekind of sentiment it takesto
overcomethe peopl€ snatura fear of
war. If you have war fearstoday, it's
because you don’t have the kind of
fervent patriotism we had during the
twoworld wars.

Martin: What's your advice for
subscribers?

Irving: Let metell youwhat | did
in 1929-32.

First, | got my friendsand family
out of the stock market and into cash.

Second, inearly 1930, | borrowed
$500 from my mother and started sdll-
ing short every vulnerable company |
couldfind.

Martin: Andtha’show you made
$100,000 by the time the market hit
rock bottom?

Irving: Yes. Butit wasn't easy. |
lost a lot when the market rallied
against me. Today, you don’'t haveto
go through what | went through. You
can buy investmentsthat giveyou smi-
lar leverage without debt, that | et you
sleep nights. Just be careful not to
overinvest.

Martin: Andyour third step?

Irving: To wait for the bottom
and buy with both hands.

Martin: Everyonewantsto know
where and when the bottom will be.

Irving: There' sno magic number
on the Dow and no fixed date on the
calendar. Instead, you have to watch
the conditions on the ground.

Martin: Key foreaign marketsare
down an average of 66% from their
peak. If the Dow falls by asimilar
amount, it will bearound 4300. The
Dow’shistorical average P/E isabout
15. To get back down to that level,
the Dow would a so haveto bearound
4300.

Irving: Makessense. But I'd tell
subscribersnot to get caught upina
single number. Stay flexible.

Then muster your courageto sell
off most of the assetsthat are vulner-
abletoamgor decline. Not just tocks
— but also investment real estate,
busi nessassets, collectibles.

Muster your courage to stand
proudly, on your own. Don’t count
on the government for your retire-
ment or health care. Build your own,
self-directed retirement fund, your
own health savings account.

Also, muster your courage to
stick to your guns. Your family or
friendsmay try to poke holesinyour
decisions. They’ll chideyoufor sell-
ing. They’ll throw stones at any
strategy that seeksto profit fromthe
decline. Stand firm.

Youmust dso bepatient. Thetime
to buy iscoming. Butif you buy pre-
maturely, your hard work and effort
to datewill befor naught.

Most important: Do not let fear
be your master. No matter how bad
things may look, there are ample
sourcesof hope: You, for example. If
you and thousands of other investors
keep your money safe— or better, if
you can grow your money in bad
times— you will beamong thevan-
guard of investors that the country
leadsto areal recovery.

Stay safeand be healthy.




Mr. Speculator
(continued from p. 5)

Rydex Arktos (RYAIX). For
each 10% decline in the tech-heavy
Nasdaq 100, thisfund is designed to
rise by 10%. If you own it, hold. If
not, buy at the market.

Rydex Juno (RY JUX). | recom-
mended buying this fund last month
at around $7.17 per unit to take ad-
vantage of rising long-bond prices |
expect this year. On February 7,
Rydex announced a 3-for-1 reverse
share split. So, if you bought when |
recommended it, your adjusted price
isroughly $21.51 per unit. Sincethen,
the fund has declined a bit, but my
adviceisunchanged: If not on board,
buy this fund to profit from higher
interest rates.

Overall, however, focus primarily
on the LEAPS putsand/or the Rydex
Ursafund. Then for asmaller portion
of your speculative funds, also con-
sider the Arktos and Juno funds. Use
these vehicles to hedge against any
vulnerable assets you may till be
holding or to aim for speculative
profits.

Citibank (C) short. You should
be short at $37.60, and with Citigroup
trading at about $33.50, you have a
nice paper profit. Move your protec-
tive stop down to $35.10, canceling
the previous stop at $39.50. Take your
profits if Citibank falls to $31 or
lower.

Target (TGT) short. Stay short,
with a protective buy stop at $30.50.
Things are getting worse for thisre-
tailing giant. The company recently
announced it wrote off 7.3% of its
own Target brand credit card receiv-
ables. Take profits on your short at
$25 or lower.
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Special Questions
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From Our Readers

Q: | bought a Rydex fund
(RYAIX) through my online ac-
count. | was given the choice to
either reinvest the dividends and
capital gains or receive them in
cash. Which do you recommend?

A: Reinvest. Ditto for all the
other funds recommended in Safe
Money. The only exception: If you
are using them for income for regu-
lar expenses. However, the Rydex
Ursa, Arktos, and Juno funds are not
income oriented. They’re designed
primarily for hedging or for specu-
lative profitsin down markets.

Q. Areyou a perma-bear ?

A: No. One of the primary goals
of Safe Money isto get you back into
the market at the right time. But
please be patient.

Q: How much risk is associ-
ated with the Prudent Safe
Harbor Fund and the American
Century International Bond
Fund versus staying in T-bills?

A: In Treasury bills, the princi-
pal risk is zero; in these funds it’s
not. In 2003, for example, if you
were unfortunate enough to have
bought and sold them at the worst
possible time, you would have lost
4.5% with the former and 3.3% with
thelatter. But that’samodest risk for
funds that yielded total returns of
29.4% and 23.5% for the year.

Q: Larry, | hear theEuropean
Central Bank is determined to
keep the priceof gold down. Your
comment?

A: This central bank manipula-
tion story isonethat has been played
over and over again by analysts ev-

erywhere. | don’'tthink it’strue. Even
ifitis, it hasobviously failed miser-
ably, as gold has skyrocketed from
the $255 level to ashigh as $390 over
the past two years.

Q: What should | look for in
variableannuities?

A: No or low surrender charges.
No front end load. A minimum of
seven mutual fundsto choose from,
including aminimum of at |east one
safe, money market or fixed income
fund. The ability to switch between
funds easily. A Weiss Safety Rating
of B+ or better for the insurer. Ex-
amples: USAA Variable Annuity
(Weiss Safety Rating, A-) and
Ameritas No-Load Variable Annu-
ity (alsoA-).

Q: TIPS, inflation-protected
Treasuries, are yielding 2.5%
PLUS inflation. Why don’t you
recommend them?

A: Because | expect deflation.
Consider this example: You and |
each buy Treasuries on the same date
with the same maturity. But yoursis
a TIPS with a 3% coupon rate and
mineisastraight Treasury with a4
3/8% coupon. Right off the bat, I'm
earning more. If inflation increases,
you may catch up with me. But if
there is deflation, the price of the
TIPS will decline, driving theyield
to the equivalent of 1.8%.

Q: | can’t see Greenspan risk
higher rates. What am | missing?

A: The Fed can manipulate
short-term rates, but has far lessin-
fluence over long-term rates. These
could be pressured higher by the
ballooning deficit.







