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LONG, HOT SUMMER

U.S. Dollar Struggles To Hold Support

U.S. Dollar (88.10, 87.30, 87.96)

The next market letter will
be mailed on August 5

 The tide has now turned,
and the dollar is headed
lower once again.
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« Use weakness to
accumulate oil stocks.
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A difficult summer isdevel oping for the
bulls. Thefuturedoesn’tlook good for
thestock market bulls, thefinancial asset
bulls, or thedollar bulls. Thegold and
oil bullsaregoingtodojust fine.

It's all about the dollar.

After falling from 112.00to 85.00, the
dollar index found abottom in February
and was able to stage a decent upside
correction. However, that was but a
correction in an ongoing bear market.
Thetide hasnow turned, and thedollar
is headed lower once again. Higher
interest ratesare not going to help the
dollar strengthen.

The Fed really doesn’t want astronger
dollar. They need aweaker dollar to
offset thetradedeficit andtoinflatetheir
way out of the debt bubble they have
created. Mr. Greenspanwill remainquite
“measured”’ inhisactions. My call isfor
no moreinterest rateincreasesuntil the
November 10 FOM C meeting.

Their measured responsewill only put
them further behind theinflation curve.
Until the Fed raises rates at a pace
fagter thantheincreaseininflationand
toalevel commensuratewithinflation,
thedollarwill fal ... andthus, inflation
will accelerate.

Wetoldyouinthelast letter that once
support at 87.65 was broken, the
dollar would be onitsway to 85.00.
You can seeonthechart that the battle
isragingtohold 87.65. Thereisaso
amassive upside ceiling just under
89.00 now. 1| look for support to
giveway very soon.

Your focusshould beon 85.00- where
the next pause should be. The next
technical support after 85.00 is
82.00. You need to put this in
perspective. A lower dollar means
higher gold prices. Itdsomeanshigher
pricesfor crudeoil, natural gas, and
our Canadian energy stocks. A lower
dollar isbearishfor stocksand bonds.

It should not be assumed that the recommendations made in the future will be profitable or will equal past performance. A list of al recommendations made
by this advisor within the past 17 months will be furnished upon request. Professional Timing Service and/or associated individuals will from time to time
have positions in the investments mentioned and recommended in this newsletter. All rights reserved - copyright @ 2004 by Professional Timing Service.
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Some of our oscillators have become
modestly oversold, so abounceinthe
stock averagesfor afew daysisnot out
of thequestion. However, itisdifficult
to make a case for more than a quick
trading rdly here, if that.

Cyclical studiesare dtill pointing tothe
red possibility of acrashintheaverages,
although | look for that later in the
summer. Nevertheless, thereislittle
to no seriousupside potentia here, and
the big surprises will be on the down
side. You should take the possibility
of astock market crash serioudly.

Asthedollar has begun to turn down,
gold has strengthened. Goldwasable
to break abovethe400/0z. leve - which
has been apsychological and technical
resistancelevel. Inversetothedollar’'s
plight, asresistanceisbroken, it becomes
support. Priceshave settled back to 400/
oz. and should consolidate here before
going higher. With the dollar about to
break below support and gold breaking
over resistance, the future looks very
goodinthemetals markets.

Bonds are overbought, RSI is +70,
and MACD issettingupfor asell. We
could see 110-16/32 basis September
futures first, but we are getting close
to a downturn, so keep in touch with
the hotlinesfor changes. At thispoint,
the Rydex bond program will moveinto
Juno (short) if the September futures
trade at 106-16/32 or lower.

| seethat according to The Wall Street

Journal, foreign purchases of U.S.
Treasury notes and bonds fell 40%
between April and May. The weaker
dollarisnofriend of bonds.

Crude oil corrected over the last two
months, touching 35.30 at thelow end.
With thedollar beginning itsnext bear
leg, crude oil has perked up. Asthe
value of the dollar fals, the price of
crudewill rise.

Note the “megaphone,” or expanding
triangle, pattern in the oil chart. For
years, this was a bearish pattern; but
over thelast 16 yearsor so, the pattern
has been bullish. Watch for crude to
catapult over the highsat $40.00.

Theweak dollar isnot the only factor
pushing crude oil higher. Demand is
continuing to grow - especially inAsia
- while supplies are becoming more
limited. Therearegoingto becontinued
disruptionsasidamic militantsharassail
production around the globe.

Watch Venezuela, Nigeria, Iran, and
other Ilamic oil sourcesfor continued
sabotage and attacks. Thestrategy de
jureistodrivetheWesternersout of these
countries. That will, in effect, cripple
world oil production. Aswe speak, this
processisat work around the globe.

Over thelast 12 months, world demand
hasincreased by 2.5millionbarrelsaday,

whilesupply problemsmount. Oil prices
aregoing much higher; and with Canada
on our doorstep, this is where our
salvation will be - although at great
expensein terms of depreciating U.S.
dollars. The Canadian dollar, on the
other hand, has been appreciating; and
it's over .76 now. | have no doubt
that we will seethe Canadian loony at
.80 soon and at par withthe U.S. dollar
by the end of next year. The price of
crudewill bewell over $50.00 abarrel
by then - with $76.00 abarrel not out of
the question by thewinter of 2006.

Use weakness
to accumulate oil stocks.

Buy some Shiningbank and Baytex,
and buy more if they pull back at all.
Buy both of these for income. For
growth, you should also accumulate
some Suncor. Buy Suncor at $25.50,
and add more at $24.00 if given the
chance. We are going to need Suncor’s
oil sands by the end of the decade.

Thereisahuge fortuneto be madein
thenext Sx years. You needto position
yourself to take advantage of a U.S.
dollar at 65% of its present value.
There's not much you can do about
$3 or $4 gasoline at the pump, but your
Canadian dividends and gold invest-
mentswill go along waysintaking up
the slack between your budget and the
cost of living. The key isto act early
enough, ahead of the crowd.



