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                                                  Commentary 
The Treasury market is trading lower this morning, especially on the long 
end as investors once again pull money out of Treasuries and move it into 
riskier assets like stocks and other types of bonds. Keep in mind that there 
is also a bit of a “spec” trade out on the long end of the yield curve as 
certain accounts are expecting the Fed to enter the fray at some point, 
buying longer-dated U.S. Treasury securities. This price action isn’t 
necessarily bad, it just confirms that volatility remains high and will likely 
remain high for quite some time. Inflation as measured by the Consumer 
Price Index fell 0.7% in December as a headline number and came in flat 
as a core number. The “net” of the last three months of core numbers is 
slightly negative (0.0%, 0.0% and -0.1%) which at a minimum, indicates 
that inflation is in the box for the moment. Industrial Production fell 2.0% 
and Capacity Utilization dropped to 73.6% in the month of December. 
Both of these numbers came in well away from their forecasts and are very 
alarming. We seem to be digging an economic hole of major proportion, 
which will only add time to the turn around. Expect to spend the better 
part of 2009 dealing with some very negative numbers and a very fragile 
consumer who is worried about his/her job, has no savings, very little 
equity in their home and a pile full of debt. Not your basic recipe for 
economic growth is it? There is one bright spot as far as today’s trading 
goes, it closes early. The extra bonus is that it is fully closed on Monday. 
Look for the bond market to rebound from what ever lows are established 
today. The reasons are as clear as the nose on your face and they have 
been well-documented. But, in case you have forgotten: economic disaster, 
no inflation and very few alternatives.  
More information available upon request. 


