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We’ve got a lot of ground to cover today.

First off, the specter of a US Dollar rally has raised its head in a big way. The two
primary causes for this are:

1) The collapse in US Treasuries (pushing interest rates higher)
2) The collapse in the Euro

Regarding #1, as pointed out in our last issue of I"#$%&'()'%*&+(,-$#./"Q US debt has
fallen EVERY time the Fed implemented a new Quantitative Easing Program (QE).
However, the latest two QE programs have really kicked Treasuries off a cliff,
resulting in a 9% drop in the 30-year.
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This is a HUGE problem for the Fed as it raises interest rates and kicks housing
prices off a cliff. It also calls “BS” on Bernanke’s claims that QE is needed to support
the housing market.

Indeed, on an annualized basis, this latest drop would mean long-term US debt
falling between 27% and 36% within a year. That, in turn would mean interest rates




in the US soaring past 10%, which would kick off a debt implosion nationwide on a
consumer, local, state, and federal level.

['ve long maintained that there are only three ways to deal with excessive debt. They
are:

1) Pay it off (impossible for the US)
2) Default (coming soon)
3) Try to inflate it away (they’ve tried and failed)

If interest rates keep going up, then we’re going to see #2 pretty soon. Indeed, the
below chart reveals just how high interest rates on 30-year debt will be going once
the trend-line is taken out.
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If we break this line, we will see interest rates at 5.5% in no time. After that we're
likely to get to 7% within a few months.

If this happens, the Fed would HAVE to end its QE 2 program. Just try to imagine the
social impact 7% interest rates would have on the over-indebted, highly
unemployed US population.

It would be a full-scale disaster.

Combine this with the fact that the Fed and Ben Bernanke’s arch-nemesis, Ron Paul,
is now chair of the Monetary Policy Subcommittee in charge of monitoring the Fed




and its actions, and you’ve got a strong case for QE 2 ending and the Fed rolling back
its bailout schemes.

All of this would be US Dollar positive.

Now, I realize that if interest rates rose, the US would %*./6uffer a debt implosion.
However, currencies do not trade in a vacuum: the US Dollar trades relative to
OTHER world currencies. And ALL of those other major currencies (the Yen, Euro,
and Aussie/ Loonie Dollars) would ALSO undergo debt implosions/ defaults.

General Government Debt
As a percentage of GDP

2007 2010 2011*

Germany 65% 82%
Portugal 71% 91%
Ireland 28% 81%
Italy 112% 127%
Greece 104% 123%
Spain 42% 68%
Japan 167% 197%
United Kingdom 47% 83%
United States 62% 92%
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Source: Bank of International Settlements

Which brings me to issue #2 for a potential major US Dollar rally: the Euro’s ongoing
collapse.

Now, the US Dollar is backed by a single country that is broke. The Euro (which
represents over 50% of the US Dollar index) is backed by... a poorly organized
collective of countries that is in the process of breaking up.

Indeed, it is clear, plain as day, to anyone with a working brain that the Euro-zone in
its current form is OVER. NONE of the bailout money is EVER going to be paid back
(Greece has already asked for an extension on its bailout funds... less than one year
after they were given).




[ know the pundits on CNBC and other mainstream media outlets are pretending
that the Euro’s troubles are over. They're not. Riots are currently occurring in six
European countries. The Greece situation is not over. And Ireland is collapsing too.

On top of this, Spain, Portugal, and Belgium are all in MASSIVE trouble. Indeed, the
European situation is now becoming something of an endless feedback loop as
European banks are on the hook for hundreds of billions of dollars’ worth of
exposure to their own and neighboring countries’ sovereign debt.

For example, Germany and France are on the hook for $65 billion and $82 billion of
Greece’s debt, respectively. Germany and Great Britain are on the hook for $180+
billion of Ireland’s debt. Spain is on the hook for nearly $100 billion of Portugal’s
debt. And Germany and France are on the hook for $200 billion of Spain’s debt.

Dizzy yet?

In plain terms, Europe is a debt disaster. The European Central Bank has begun
buying up troubled countries’ debts to try and stave off a collapse, but in the end
there is only one outcome here: COLLAPSE.

Indeed, the Euro’s chart makes it clear that its collapse is only just beginning:

$XEU (Euro Index) INDX @ StockCharts.com
14-Dec-2010 2:42pm Last 124.02 Chg +1.74 (+1.32%) &
— $XEU (Weekly) 134,02 160
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As you can see, the Euro took out MULTI-year support at 130 with NO problem. It
has since bounced around 120, but is in a clear downward trading channel that next
targets sub-118. This, in turn, means the Euro taking out 120, which leaves only
support at 109.




If this were to happen, we would see the US Dollar index explode higher. Remember,
the Euro accounts for over 50% of the US Dollar index. So a Euro collapse would
equate to a MASSIVE US Dollar rally (see the chart below):

$XEU (Euro Index) INDX @ StockCharts.com
14-Dec-2010 3:31pm Last 132.95 Chg +1.67 (+1.26%) &

120 = $XEU (Weekly) 133,95 160
= $1USD (Weekly) 79.29 :
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Now, I want to stress that a US Dollar rally does NOT run counter to inflation taking
off. In fact, contrary to what many believe, the US dollar and interest rates can rally
in tandem:




$TNX (10 Year Treasury Note Yield) INDX @ StockCharts.com
14-Dec-2010 Op 3366 Hi 3467 Lo 3250 Cl 2455 Chg +1.59 (+4.82%) a
120 = $TNX (Weekly) 24,55

= $USD (Weekly) 79.36
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The above chart depicts the performance of the US Dollar and the yield on the 10-
year Treasury note. As you can see, the two items have little if any correlation.

Another misconception is that the US Dollar needs to collapse in order for inflation
to occur. While a currency collapse /1&'2accompanies periods of heightened
inflation, this is not necessarily true.

Case in point, the US Dollar actually rallied this year -'.3#&' commodity prices
exploding higher:

S66#.( 7+%3$#(*1(89898 | 7+%$#(.*:&8 <(=/&1># (
US Dollar Index 77.5 79.29 +2%
0il 82.75 88.86 +7%
Gold 1,137 1,392 +22%
Silver 16.81 29.44 +75%
Wheat* 201 274 +36%
Corn* 167 236 +41%
Poultry** 83 85 +2%
Sugar ** 21 28 +33%
* per metric ton

** cents per pound

As you can see, we've had an inflationary spike in commodity prices in 2010 -'.3#&'
the US Dollar rallying 2% during that time. Moreover, as the below chart shows, the




US Dollar has actually rallied along side Gold (THE anti-inflation hedge) several
times in the last few years:

$USD (US Dollar Index (EQD)) INDX @ StockCharts.com
14-Dec-2010 Op 20.23 Hig0.31 Lo7222 CI79.36 Chg -0.71(-0.88%)
1400 = $USD (Weekly) 79.36

1300 ¥
1200

1100
1000
900

800

700

GO0

500
06 A J 007 A J OO0 A J 00 A J 010 A J O

Indeed, the inflation the US is experiencing today is rather unusual as it has been
accompanied by -'1*%&#/a€ the same time. As | write this, the US is experiencing
deflation in housing prices and incomes combined with inflation in the cost of living
(energy, food, commodity prices).

Thus, we see deflation %2-inflation occurring simultaneously. It’s not surprising as
the Fed’s primary moves since the Financial Crisis hit are:

1) Buying debt
2) Pumping money into the banks

The first move was designed to attempt to stop debt deflation. As I noted earlier in
the section addressing US bonds, the Fed is failing miserably at this (bonds are
tanking).

The purpose of the Fed’s secondary move was to shore up the banks’ balance sheets
(with hundreds of trillions in derivative exposure and off-balance sheet toxic debt,
most US banks are insolvent).

Indeed, the monetary base has more the doubled since the Financial Crisis began.




St. Louis Adjusted Monetary Base (BASE)
Source: Federal Reserve Bank of St. Louis

(Billions of Dollars)
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2010 research.stlouisfed.org

What you're looking at is the Fed producing $1.2 trillion of money out of thin air.
The reason we haven’t yet seen inflation in the form of a US Dollar collapse is
because:

1) Europe is imploding pushing the US Dollar up
2) Banks are sitting on this money (not lending) so it’s not getting into the
economy

Regarding #2, the below chart explains everything:

Excess Reserves of Depository Institutions (EXCRESNS)
Source: Board of Governors of the Federal Reserve System

(Billions of Dollars)

2007 2008

2010 research.stlouisfed.org




The above chart depicts the amount of money US banks are sitting on in '45'.. of
what the Fed requires them to hold (all banks must hold a certain amount of cash in
reserves).

As you can see, up until early 2010, US commercial banks were sitting on nearly $1.2
trillion in excess reserves. So in plain terms, the Fed's money pumping (at least the
money we know of) has simply been sitting on banks’ balance sheets. In other
words, banks aren’t lending it out, so it’s not getting into the economy (yet).

This is why the US Dollar has yet to truly collapse: the Fed’s money pumps have yet
to get into the economy. Instead, the banks are just sitting on them. However, this
doesn’t account for the Fed money pumps that are non-public.

It’s no secret that the Fed has been pumping hundreds of billions of Dollars to
financial firms without the public’s consent. According to the Neil Barofsky, Special
Inspector General of the TARP program, the Wall Street bailout could end up costing
the US up to $23 trillion before it’s over.

Obviously a heck of a lot of money has been flowing into Wall Street that we don’t
know about. And Wall Street has done what it does best, pour this money into the
financial markets... which has driven stocks, commodities, and risk assets in general
THROUGH the roof. This is also why stocks and commodities have displayed such an
unusually high correlation since the Fed started its QE 1 program in March 2009: it’s
all about Wall Street putting some of the Fed’s money pumps into the markets.
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Thus today in the US we have debt and housing -'1*%&#/2 combined with cost of
living and asset price #21*%&#/2

[ want to stress that the inflation we are seeing today is just a &%.&f what’s to come
in the next year when the Euro implosion completes and investors turn to the US as
the next currency crisis.

Earlier I mentioned that I believe the US Dollar will rally. But I expect this rally will
only last for a few months until the Euro collapse is complete. At that point,
investors will turn their attention towards the US’s massive debts. And the US Dollar
will be primed to implode.

$USD (US Dollar Index (EQOD)) INDX @ StockCharts.com
14-Dec-2010 Op 20.23 Hig0n31 Lo7882 CI79.36 Chg -0.71(-0.88%) v
— $USD (Weekly) 79.36
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As you can see, the US Dollar has been turned away several times at 90 in the last
few years. I expect this will mark the upside of the US Dollar rally this time around
as well. And I believe we’ll hit that target during the first half of 2011.

At that point, [ believe the currency market will set its sights on the US Dollar as the
next currency collapse. You can already see this in the long-term US Dollar chart
which has a MASSIVE Head & Shoulders pattern that targets a 50% devaluation of
the Dollar in the coming years:
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At some point the Dollar will confirm this pattern by breaking through its neckline.
When it does, the Dollar will begin its descent ultimately collapsing somewhere
between 30-50%.

When this happens, inflation trades of all kinds will explode higher. However, the
biggest, most dramatic gains will come from investments that are currently off the

radar of 99.9% of the investment public.

Investments like the following three.
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The first investment [ want to recommend is 1%6,&(D*';(JIDKL
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VGZ is a junior gold mining company with six projects located in the US, Mexico,
Indonesia, and Australia. Combined these projects have measured and indicated
reserves of 13 million ounces. When you add in inferred resources, reserves balloon
to almost 17 million ounces.

With Gold currently trading around $1,400 per ounce, this puts VGZ'’s total potential
reserves around $18 billion in value.

51:(%,N6($O++#1,'3&:061>(&K(@8H: (4%"%* 1 (%1(4&+PH,(¥&"M




Of course, mining Gold is not an easy business. And there is no guarantee that all of
these reserves can be mined, let alone produced.

Thus, rather than banking on all of this value, let’s simply look at the returns VGZ is
likely to realize in the next few years.

For starters, you need to know that VGZ’'s management has an unbelievable track
record of producing returns to shareholders. All members of senior management
have industry experience between 25 and 40 years. These guys have been involved
in 18 different mining projects in the last few decades. And they KNOW how to make
money from Gold mining.

To whit, all of VGZ'’s current projects were acquired between 2002-2006 for only $8
million.

That’s not a typo.

These guys have already realized gains of $110 million off of these properties when
they spun off Allied Nevada in 2007. And management believes it can extract
another $550 million worth of value from VGZ’s current projects within the next 18
months ALONE.

7+ ( B&1&>#4#1 N6(RS"#$.#:(1& O#(T3(H:8H

Guadalupe de los Reyes $25 million

Yellow Pine $30 million

Mt. Todd $210 million

Concordia $300 million

* & (1&0# ( @AA:(4%" %11

At a market cap of $120 million, this means VGZ is trading at 0.21% of its forecast
value within the next 18 months.

At this valuation, VGZ is a prime takeover target for any large Gold producer looking
to increase its reserves. With all of its projects located in politically friendly
countries (US, Mexico, Indonesia, Australia) the political risk here is minimal. And as
[ stated before, VGZ’s management has a history of making great deals (they’ve
already spun off one project for $110 million). The potential for triple digits here is
HUGE whether they come from a takeover OR VGZ’s management simply producing
their expected returns within the next 18 months.

5$,9%*1(,*(,&P#-(U03(1%6,&(D*";(JIDKLM(

[ want to stress that this position is a long-term holding, NOT a trade. Expect to hold
this position for at least one year.




Moreover, VGZ shares, like those of all Gold junior mining companies, will see great
volatility. It's not uncommon to see companies like this move 10% in a day FOR NO
REASON. So expect to see some major price swings from VGZ in the future.

In plain terms, whatever capital you put to use in this investment, you should simply
put there and LEAVE for a year NO MATTER WHAT VGZ’S SHARE PRICE DOES.

Remember, Gold is a volatile asset: it's staged 13 corrections of roughly 7%, six
corrections ranging from 10%-16%, and three full-scale Crashes of 22-23% since
the Gold bull market began in 2001. And Gold mining junior companies are even
MORE volatile. So we WILL see SERIOUS volatility in VGZ'’s share price.

However, I fully expect to see VGZ up triple digits within 18 months. So again, put
some capital to work and just SIT ON IT.

012'&,%*1(.+&#(?H-(VH(U%"%*1(U&++H#'6(*2(F%'(* 1 (1&#(2*+(
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[t's no secret that one of the biggest inflation trades on the planet is oil. Indeed, the
price of crude oil has nearly doubled since the Federal Reserve announced its QE1
program in March 2009:

$WTIC (Oil - Light Crude - Continuous Contract (EOD)) INDX @ StockCharts.com
14-Dec-2010 Op 82.26 Hig2.23 Lo g82.04 Clg2.56 Chg -0.30 (-0.34%) v
— $WTIC (Daily) 88.56 a0
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This price rise has done two things:

1) Made many new oil wells economical




2) Made many new oil discovery companies take-over targets.
And none are quite as attractive as the company I'm about to tell you.

Since March 2009, this company has completed some $57 million worth of
acquisition. It bought high quality assets on the cheap, focusing on light crude
deposits (light crude oil produces more gasoline during the refining process than
dark crude). And best of all, the company’s reserves are all based in Canada, so the
political risk is non-existent.

I'm talking about X*YO6(R1#+>3(IXI!MI(M
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Novus owns multiple wells in Western Canada: one of the richest oil resource areas
in the world. Its prize asset is the Viking project which holds over 2 billion barrels of
oil in place.

This in of itself establishes Novus as one of the most attractive companies in the
junior oil drilling and discovery space. However, additional drilling has recently
revealed that Viking might /& Y#(&6(40%$/(&6(W(T%"%*1(T&++#'6(*2(*%' (Y1 (+#6#+
(

[ want to stress that this is not some unproven area either. Novus is already
producing 1,339 barrels per day from Viking. While not a ton of oil, this does

establish Novus as a small-time producer as well as a discovery company. Moreover,
Novus’s production efforts are increasing rapidly: the company has seen a 288%
increase in production since August 2009.

In plain terms, Novus is sitting atop a high quality asset that is in the relatively early
stages of discovery and located in an extremely politically friendly country. With a
market cap of $168 million, it’s a primary takeover target for a large oil or natural
gas producer.

5$,%%*1(,*(,&P#-(UOZ*YOB(R1#+>3(IXI'MILM

Again, [ want to stress that Novus, like all small cap stocks, will see great volatility.
[t’s not uncommon to see companies like this move 10% in a day FOR NO REASON.
So expect to see some major price swings from it in the future.

However, the potential gains here are enormous. But be prepared to sit on this
position for a year or so. Park your capital and just sit on it.

(
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When most investors think of commodity plays on inflation, they think of the
precious metals Gold and Silver. However, BOTH of these investments are already
extremely popular with the financial media. And as everyone knows, to make truly
outstanding gains, you need to buy assets BEFORE the investment world catches on.
Indeed, you need to buy investments that are unpopular and almost hated.

Investments like Uranium.

Even reading the word, I bet that most of you cringed. After all, when most folks
hear the word “uranium” they think of the Chernobyl disaster.

But did you know that there are currently 440 nuclear reactors working in the
world today? Combined these reactors &$$*O1,(2*+(8A<(*2(,/#(V*+';N6(#'#3$,+%$%,3

And it’s only going up from here.

World governments are currently building 58 nuclear reactors. Another 148 are
planned and more than 331 are proposed. According to the International Atomic
Energy Agency’s 2009 report, depending on how many of these plans come to
completion, global nuclear capacity is expected to rise between 36% and 116% by
2020.

In plain terms, the world is going to be needing a whole lot more uranium in the
coming decade. And one company just discovered the largest uranium deposit in
YEARS: *Y#+(ZW"(4%"%*1("*O1;6(*2(,/#(6,022M

With that one discovery, this company is poised to become one of the top five
uranium producers in the world. In fact, its management expects to be producing 15
million pounds PER YEAR by 2015, making it the second large producer in the
world.

I'm talking about RS,+&$,()#6*O+$#6(JR_.M.FLM

Extract(owns the Husab project in Namibia, the single most significant uranium
discovery of the last few years (2008) and possibly the largest uranium-only deposit
in the world.

(

Husab sits atop 367 million pounds of indicated and inferred uranium resources,
making it the third largest uranium-only deposit in the world. However, the deposit
is still in the early stages of discovery and could yield even larger resources.

Indeed, right next door is the Rossing Uranium deposit which contains 502 million
pounds. And Husab has already seen its indicated and inferred resources swell from
108 million pounds in February 2009 to 367 million pounds in August 2010. So the
upside potential for even greater reserves is high.




And the price is just ridiculous.

(

At $2 billion, Extract is a prime candidate for a takeover by a larger mining company
or uranium producer. Australian mining giant Rio Tinto already owns 14% of the
company. So it wouldn’t be a stretch to see it snatch up the remaining 86% at a
massive premium to Extract’s current market cap.

Indeed, the uranium space is currently undergoing a consolidation wave as I write
this. Russia’s state-owned uranium company, Rosatom, just bought out another
uranium company, (Tanzanian-based Mantra Resources), at $1.16 billion: a value of
$10.26 per pound of the latter’s uranium resources.

U L>(,/%6(HE (&6EDY:# Y 1RGO (" &SH( H(4&+PH#, (Y& O#(*2(RS, +&$,NBBET(
" QHS, (Yo 1(,H(T&""&+P(*2(@ZMN(T%" Yo* La(+#"+#6#1,%1>(&( Z<("+H#4%04(2+*4(
$O++#1,(4&+P#,($&(M

And that assumes Extract doesn’t discover MORE uranium... and the price of
uranium stays where it is rather than rising. Again, the price of this company today
is so low that we’re likely to see triple digit gains either from a deal OR the company
simply bringing its uranium online in the coming months.

5%,%*1(,*(,&P#-(UO3(RS,+&S,(JR.FLM(
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Once again, expect to park your capital in this company and simply sit on it for a
year at least.

This concludes our Special Report on Inflation. If you have any difficulty buying any
of these companies, I strongly recommend using D*T&'()#6*O+$#(01Y#6,4#1,6(to
fill orders.

Global is the best natural resource investment firm [ know of. [ receive absolutely no
compensation for mentioning them here. They’re simply a great group of investors
that I trust. And they’re familiar with all three of the investments I've outlined in this
report.

You can contact them at:

Global Resource Investments
1-800-477-7853

www.gril.net




Good Investing!

Graham Summers
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If You HAVE To Own Stocks Portfolio

Company Symbol | Buy Date | Buy/Short | Current Price
Price
Coke KO 3/30/10 $55.00 $64.74

Budweiser 3/30/10 $50.45 $57.12
Johnson & Johnson 3/30/10 $65.20 $62.57
Wal-Mart 3/30/10 $54.64 $54.23
Exxon Mobi 3/30/10|  $66.98 $71.85
Average

S&P 500

¥ gains include dividends.

Currency Crisis Portfolio

Company Symbol | Buy Date | Buy/Short | Current Price
Price
US Dollar Bullish UUP 11/10/10 $22.48| $23.15
Index
UltraShort BT 12/8/10 $37.90| $40.12
Treasuries
UltraShort Gold GLL 12/8/10 $29.12| $29.58

UltraShort Silver ZSL 12/8/10 $11.26 | $11.41

If You HAVE To Own Stocks WATCHLIST

Company Symbol
McDonaldOs MCD

Enterprise Products Partners EPD




Inflation Portfolio (OPEN BUYS NOW)
Company Symbol Buy Date | Buy Price | Current Price

Gold bullion N/A 3/17/10]  $1,120 $1.380.00
Silver bullion N/A 3/17/10 $17.50 $29.01
Vista Gold VGZ 12/15/10 $2.55 NEW
Novus Energy NVS.V 12/15/10 $1.01 NEW
Extract Resources | EXT.TO 12/15/10 $8.75 NEW

(
Coming Crisis Portfolio (Bought at 11/16/10 at 11:46AM)

Investment Symbol | Buy Date | Buy Price | Current
Price
UltraShort China ETF FXP 11/16/10 $29.75 $30.98
UltraShort Brazil ETF BZQ 11/16/10 $17.74 $17.10
UltraShort Emerg. Mkts | EEV
ETF 11/16/10 $36.57 $34.33
UltraShort Russell 2000 | TWM
ETF 11/16/10 $15.87 $13.09
UltraShort Real Estate SRS
ETF 11/16/10 $20.94 $20.18
UltraShort Materials ETF | SMN 11/16/10 $25.49 $21.03

UltraShort Financial ETF | SKF 11/16/10 $18.67 $16.74




