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Front Page Headline, Bloomberg
News – “Cypriots Mourn Collapse
of Livelihoods as Bailout Crushes
Banks.

Monday, March 25th
While they may be remaining in the European Monetary Union (EMU) for the present, Cypriots are lamenting the demise of their economy built upon a banking foundation that resulted in self-destruction. Under pressure from his European Union (EU) partners and the International Monetary Fund (IMF), Cypriot President Nicos Anastasiades agreed
to close Cyprus Popular Bank Plc. in return for 10 billion euros ($13 billion U.S.) of aid. President Anastasiades was
running out of options after failing to obtain help from the Russians, whose holdings in Cypriot banks Moody’s Investors Service estimated at $31 billion U.S.) While the bailout accord, revised after a March 16 agreement was rejected
in the Cypriot Parliament because of a tax levied on smaller depositors, exempts bank accounts below the insured limit
of 100,000 euros; it doesn’t spare people’s livelihoods. Epifanos Epifaniou, 50 years old, who used to drive a delivery
truck in Nicosia and has been unemployed for six months observed: ‘We will have even more people unemployed. It’s
a huge problem and nobody knows where we are heading.’ Maria Philippou, 45 years old, a civil servant in Nicosia
and a mother of three remarked: ‘The problem is not solved and some bad things are going to happen during the next
six months. Political leaders are to blame in Cyprus and the European Union. They let the bankers do whatever they
wanted.’

Bank employees protest outside the Cypriot Ministry of Finance

Source: Associated Press
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In a speech to the London School of Economics (LSE), Bank of England Governor Sir Mervyn King warned: “Whichever
crisis we are talking about, it is far from over. There will surely be many unexpected twists and turns before we can
truly say that the (global economic) crisis is indeed over.”

Bank of England Governor King with wife Barbara Melander arrives at the LSE.

•

Source: Reuters

In its latest ‘House View’ presentation, Deutsche Bank currency analysts forecast: “We expect the U.S. dollar has now
entered a sustained multi-year uptrend.’ The chart below outlines how USD cycles have historically lasted about 6 to
10 years.
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Front Page Headline, Mineweb – “New Gold Discoveries Declining at Accelerating Rate: IntierraRMG. A new
study from research and data provider IntierraRMG has pointed to a disturbing trend in terms of a decline in new
global discoveries and specifically, in gold grades. According to a study which covers announced gold deposit finds
over the past 10 years, ‘this decline has been accelerating over the past four years and if the trend continues – as
seems likely since the more easily located deposits have for the most part already been discovered – then the future
of global mined gold supplies will gradually become (adversely) affected. Indeed, global production of mined gold
has been plateauing and despite running near its historically high levels – as the amount of new gold being discovered diminishes – then global production levels may not be sustainable beyond the next few years, unless there is a
dramatic upturn in discoveries.”

Global gold discoveries over the last 10 years

Source: IntierraRMG

IntierraRMG’s data and analysis indicates that the 2-year period from 2003 to 2004 was the best in the study range,
with over 400 million ounces of new gold discovered. This includes inferred, indicated and measured ounces with an
average grade of 1.65 grams per tonne. In contrast, 2005 and 2006 had the lowest number with just over 150 million
new gold ounces discovered – albeit with a similar grade. Discoveries then increased significantly during 2007 to
2008 with 390 million ounces. The average grade also increased significantly to 2.65 grams per tonne – the highest in
the 10-year period. Over the next two years, slightly more than 250 million ounces were discovered with a declining
grade of 1.25 grams per tonne. This deterioration continued through 2011 and 2012 as the amount of new gold ounces
discovered dipped below 225 million ounces with a reduced grade of 1.17 grams per tonne. Glen Jones, Western
Hemisphere Director for IntierraRMG, concluded: “As global drilling activity wanes, IntierraRMG forecasts that the
next few years will continue the trend with fewer new gold discoveries.”

Tuesday, March 26th
•

The Commerce Department reports U.S. orders for durable goods (items expected to last at least three years) rose by
5.7% in February, citing a strong demand for automobiles and commercial aircraft

•

The New York-based Conference Board reports its index of consumer confidence declined to a reading of 59.7 in
March from a revised 3-month high level of 68, citing consumer concerns that sweeping cuts in planned government
spending – known as the sequester – might hinder economic expansion and limit progress in the labor market. Ian
Shepherdson, chief economist at Pantheon Economic Advisors in White Plains, New York, commented: “This is really
quite a big hit. The longer consumer confidence remains low, or declines further, the greater the risk that it will be
reflected in weaker (consumer) spending.”

•

Front Page Headline, Globe and Mail – “More Recession, Higher Unemployment: Bank of Spain. In its annual
update of economic forecasts, the Bank of Spain predicted the country’s gross domestic product (GDP) will contract
by 1.5% during 2013, following a 1.4% GDP contraction last year, as austerity measures continue to exacerbate the
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dire effects of a burst property bubble. The central bank elaborated: ‘Private agents remain immersed in a process of
deleveraging; families have experience a notable shrinkage of income; public accounts continue on their path toward
sustainability and residential investment has not yet struck bottom. However, we do foresee the economy exiting the
recession and registering GDP growth of 0.6% in 2014 …The bank also expects the public deficit will reach 6% of GDP
in 2013, still above targets set by the European Commission (EC). It is important to note that in 2014, a number of
tax measures established in 2012-13 – with an important impact on revenue – will expire. This report assumes that
the tax measures will continue into 2014, given that in their absence, the public deficit will once again begin to rise.”
•

S&P/Case-Shiller reports its index of property values in 20 U.S. cities rose by 8.1% in January on a year-over-year
basis, following a 6.8% annual increase in December, citing continuing low mortgage rates attracting more first-time
home buyers

•

Front Page Headline, Globe and Mail – “China/ Brazil Plan to Hedge USD Trade. China and Brazil have agreed – to the equivalent of
$30 billion (U.S.) – to a bilateral currency swap accord, in order that their fast growing commercial ties will not suffer, should a new banking crisis disrupt USD trade finance. While Brazil, Russia, India, China and South Africa (BRICS) together represent 20% of global gross
domestic product (GDP), they have struggled to convert their economic weight into political clout within the international arena. Brazilian
central bank Governor Alexandre Tombini informed reporters: ‘The purpose of the three-year agreement is not to establish new relations
with China, but rather to expand (economic) relations to be utilized in the case of turbulence in the financial markets.”

•

Front Page Headline, Daily Telegraph U.K. – “Japan’s Top Currency Official Cautions on Unsafe Debt Trajectory. In an interview
with the Daily Telegraph, Japanese Vice Finance Minister Takehiko Nakao who is in charge of the country’s exchange rate, warns: ‘A
debt to gross domestic product (GDP) ratio of 245% is not really safe and (economic) stability is not happening because we are investing. The scope for further fiscal stimulus is running out and the country must restore public finances to a sustainable path by the middle
of the decade. We can’t continue to expect people to lend us money.’ Mr. Nakao’s comments touch on an acutely sensitive topic. A
number of global hedge funds and banks have begun selling short Japan’s outstanding debt – the world’s largest at $23 trillion (U.S.).
Mr. Nakao elaborated: ‘We didn’t blame other countries after the Lehman crisis when they had big declines in their currencies. We are
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using monetary policy to tackle persistent deflation in Japan and avoid a deflationary spiral. There is a shared view among the developed
countries that central banks can purchase any form of domestic asset – as the Bank of England and the U.S. Federal Reserve have
been doing – but foreign bonds are another matter. We cannot buy foreign assets at our leisure. That would represent the equivalent
of currency intervention by the Bank of Japan.’ Chisato Haguma, chief equity strategist at Mitsubishi UFJ, observed: ‘Japan’s high debt
level is overstated since the vast assets of the state – including land – dwarf liabilities and could be sold off if needed. The government
has more options than assumed. There is not going to be a fiscal crisis within the next two or three years, but there could be one later.”

Japanese Vice Finance Minister Takehiko Nakao

Source: Bloomberg News

Wednesday, March 27th
•

The National Association of Realtors reports its index of U.S. pending home sales declined by 0.4% to a reading of
104.8 in February, following an upwardly revised increase of 3.8% in January; citing a limited inventory of properties
for sale and access to credit remains tight, despite low mortgage rates

•

Statistics Canada reports the nation’s consumer price index (CPI) rose by 1.2% in February on an annual basis, led
by increased costs for automobiles, gasoline and food

•

Front Page Headline, Financial Post – “OSFI Raises Top Banks’ Tier One Capital Level. The Office of the Superintendent of Financial Institutions, Canada’s financial regulator, announces it will require all six of the country’s big
banks – rated by Moody’s Investors Service as ‘systemically important’ – to raise the minimum amount of common
equity tier one capital to 8% from the 7% required under the Basel rules. The banks named by OSFI include the Bank
of Montreal, the Royal Bank of Canada, the National Bank of Canada, the Toronto-Dominion Bank, the Canadian Imperial Bank of Commerce and the Bank of Nova Scotia. OSFI’s chief executive Julie Dickson elaborated: “The measures
we are announcing today are designed to limit the likelihood that a major Canadian bank would encounter distress or
failure which could negatively impact the Canadian economy or taxpayers.”

•

Front Page Headline, Financial Times – “Cyprus Imposes Severe Capital Controls. When its banks open tomorrow,
Cyprus will be the first euro zone country ever to apply capital controls; imposing limits on credit card transactions,
daily withdrawals, money transfers abroad and the cashing of cheques. Without capital controls, officials fear a run
on deposits after Nicosia agreed to a 10 billion euro bailout which imposes losses on big depositors. Under drastic
measures which some analysts deem incompatible with the European Monetary Union (EMU), depositors will be limited to maximum withdrawals of 300 euros in cash per day. Transfers exceeding 5,000 euros will require permission
of the central bank. Credit card transactions abroad will be limited to 5,000 euros a month and there will be a ban on
people taking more than 3,000 euros of bank notes out of the country per trip.”
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•

Front Page Headline, Wall Street Journal – “Italian Coalition Effort Falters. Italian Democratic Party leader Pier
Luigi Bersani’s attempts to form a political governing alliance have failed, after the anti-establishment Five-Star Movement refused to support him. Five-Star Senate Whip Vito Crimi stated: ‘We are unanimous in our opposition.’ Mr.
Bersani commented: ‘Only an insane person would want to govern this country, which is in such a (political and
economic) mess and faces a difficult year ahead.’ Meanwhile, the yield spread between 10-year Italian bonds and
German bunds widened by 18 basis points, as the euro declined to a four-month low of 1.278 (U.S.). See also, Economic Winter, The Rise of Populism Within the European Monetary Union – The Political Theatre of the Absurd
Engulfs the Apennine Peninsula, March 15/13.

Five-Star Senate Whip Vito Crimi and Lower House Leader Roberta Lombardi

•

Source: AFP

According to the Office for National Statistics (ONS), a sharp decline in foreign investment income resulted in Britain’s current account deficit – the difference between U.K. imports and exports – to increase to 57.7 billion pounds in
2012 from 20.3 billion pounds in 2011. The current account deficit now represents 3.7% of the U.K. gross domestic
product (GDP) and has not accounted for such a large share of the GDP since 1989. Howard Archer, chief European
economist at IHS Global Insight commented: ‘U.K. goods exports have primarily been held back by weakened domestic demand in the euro zone. However, in the 4th. quarter of 2012, the weakness in traded goods was actually more
marked to non-EU countries, particularly the U.S. The export performance was really disappointing, even allowing
for the problems in the euro zone and generally muted global GDP growth. It represents a blow to hopes that the
economy can (soon) rebalance.”

U.K. Current Account

Source: Daily Telegraph U.K.
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The Office for National Statistics also reported Britain’s gross domestic product (GDP) contracted by 0.3% in the 4th.
quarter of 2012, mainly citing a 2.1% decline in industrial production, the biggest decline since the 1st. quarter of
2009. Samuel Tombs, an economist at Capital Economics, commented: ‘Today’s figures confirm that the U.K. economy finished last year on a very weak footing and keep alive the risk of a triple-dip recession.’

Thursday, March 28th
•

Front Page Headline, Business Insider – “Corporate Cash Hoarding Is a Myth. According to Moody’s Investors
Service, non-financial corporations are hoarding about $1.5 trillion (U.S.) worth of cash. Bulls argue that this means
companies could unleash this cash in the forms of capital expenditures, mergers and acquisitions, dividends and
share buybacks. However, Citigroup high grade credit strategist Jason Shoup thinks this assessment is a little short
sighted: ‘When it comes to popular financial myths, cash hoarding by corporations may be one of the most perpetuated. In our view, what’s misguided is the narrative, particularly among equity investors. Mostly, we take issue with
the implication that corporations have lots of cash to return to shareholders. Indeed, there’s plenty of data to the
contrary which challenges the prevailing notion that corporations are the picture of good health. When we look at
corporate cash positions relative to outstanding debt – which is considered a proxy for a company’s ability to service
its liabilities – that ratio is plunging and implies that further shareholder friendly behavior will likely be funded with
more borrowing at the margin.”
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•

The Labor Department reports U.S. initial claims for state unemployment benefits increased by 16,000 to a seasonally
adjusted 357,000 in the week ended March 23rd. Separately, in its final revision, the Commerce Department reports
U.S. gross domestic product (GDP) rose by an annual rate of 0.4% in the 4th. quarter of 2012.

Friday, March 29th
•

Good Friday Holiday in North America, U.K. and some EU countries

Front Page Headline, Daily Telegraph U.K. – “It Would Be Foolhardy to Assume a Cyprus-style Bailout Couldn’t
Happen in Britain. As the European Commission (EC) announced yesterday: ‘In certain circumstances, the stability
of financial markets and the banking system in Cyprus constitutes a matter of overriding public interest and public
policy justifying the imposition of temporary restrictions on capital movements.’ The financial omens which led to the
banking crisis in Cyprus are only too familiar in the U.K. such as, stagnating incomes, rising prices and the workings
of the banks remaining as opaque as ever. Indeed, those who rely on other people’s money, remain in utter denial
about the new (economic) reality. How can Britain’s economic policies work when so many voters are affected by
the restrictions on public expenditure; restrictions which are required to stave off those supra-national impositions on
private expenditure, which would follow failure to confront the problem? The Labour Party is miles ahead in the polls.
If the party is elected, would it be more likely, or less, that Britain’s future would resemble Cyprus’ present?”

Cypriots queue outside a bank in Nicosia to withdraw their money.

Source: Associated Press
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CLOSING LEVELS FOR THURSDAY, March 28th
Dow Jones Industrial Average
Spot Gold Bullion (April)
S&P / TSX Composite
10 - Year U.S. Treasury Yield
Canadian Dollar
U.S. Dollar Index Future (Spot Price)
WTI Crude Oil (May)

WEEKLY CHANGE
14,578.54

+ 66.51 points

$1,595.70 (U.S.)

– $10.40 per oz.

12,749.90

– 7.45 points

1.85%

– 8 basis points

98.46 (U.S.)

+ 0.74 cent

83.13

+ 0.924 cent

$97.23 (U.S.)

+ $3.52 per barrel
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“Those who cannot remember the past are condemned to repeat it.” Santayana

