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Interest ratesrise asaresult of a strong economy. They decline asa result of a weak economy.
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T. BILLS AND COPPER
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Copper pricesrise and decline following a strong and weak economy.
Doesthe Fed control the price of copper?




T 6.5
CRUDE OIL AND TREASURY BILLS
35 - OIil:LHS; T bills: RHS 1V
R 6.0
. :‘:' v ,‘,‘,.“” I o
v " - T 55
Ve } X
30 - \'\.':\, W .*I BILLS
'r\‘\ . . ."!1“ '”'\ ~ ' /- . B
Ca Ty e P e y + 50
'y \ .‘: ~ L :
v o
wul
= ; SNV T 45
":I"\"' '\'-'\‘: "
T 4.0
20 -
T 35
g c o 3.0
154 " RUDE OIL
T 25
10 2.0
1993 1995 1997 1999 2001

Crudeail pricesrise and decline following a strong and weak economy.

Doesthe Fed control the price of crude oil?
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Natural gaspricesrise and decline following a strong and weak economy.

Doesthe Fed control the price of natural gas?
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The growth of the money supply is soaring.
Outcome: a very strong economy in 2002.
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REAL INT. RATES AND TREASURY BILLS
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REAL INTEREST RATES
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Real short-term interest ratesare very low.

| mplications: sharply higher interest rates (closeto 6%) and inflation (closeto 7-8%) in 2003.

See Chapter 6 of my book Profiting in Bull or Bear Markets for mor e details.
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The stock market follows the growth of the money supply.




CONCLUSIONS

THE ECONOMY WILL BE VERY STRONG IN 2002.

THE STOCK MARKET WILL BE STRONG IN 2001-2002

INTEREST RATES, COMMODITIES, AND INFLATION

WILL RISE IN 2003

INFLATION HEDGE ASSETSWILL OUTPERFORM
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