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FOLLOW THAT CURRENCY

December 24, 2006

As opposed to writing a report the first weekend of January, this interim comment
on the currencies will take us into the year’s first month. As for New York,
keeping it simple (and without getting into the fundamentals here that correspond
to it), 2006 was a cycle inversion. The US equity markets should be almost
straight down in the New Year, for the reasons discussed in the most recent
issue.

PRECIOUS METALS & DOLLAR:

The first chart below is that of the Swiss Franc, followed by the Japanese Yen
graph of same duration.

Our asset allocation mix remains 50% gold (or 40% gold + 10% silver), 25 Swiss
Franc and 25% Japanese Yen. The reason for the Franc is that it is the closest to
gold among the paper currencies. The Yen represents the Asian block’s unofficial
currency; it is the one that is most internationally recognized. The Yen is an
investment in Asia’s growth.

On examination of the Franc and Yen charts below, it is evident that there is far
greater potential in the Japanese Yen for profit. Often a change of year
unleashes new trends, new policies, who knows. The beginning of the year has



very often been the turning point, if only because of the end of what preceded it.
And there are many reasons to believe that the Dollar will fall most against the
Yen. Of course, the given here is that the Dollar will fall; I don’t even doubt it.

For investors in domestic equities, this will be a major turning point. An
accelerated resumption of the Yen’s bull market — perhaps ushered in by the next
interest rate boost — will coincide with a flight of more than enough capital to such
equities. The theme these days is whatever is countertrend to international
markets with historical consistency.

Typically, we see a lag between the Yen's low (usually around 2 months) and the
resumption a bull market in Japanese domestic equities. This scenario has been
unfolding.

Simultaneously, the Dollar's demise, in its next leg of major cycle decline, will
create a sucking sound out of New York, as foreign capital dries up after having
been compelled to buy stocks with corporate profits - as long as the Dollar was
still rallying. This is all about dominoes now in New York. The reasons are
abundant.

Either way, regardless how it unfolds, our asset allocation continues to be the
best for this cycle.
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Merry Christmas and a happy and healthy New Year to all!

Sid Klein

LEGAL NOTICE: This market letter is the work product and intellectual property of Mr.
Sidney Klein. It arises out of his training and profession as an international expert on
financial equities. It is a private correspondence from Mr. Klein to his subscribers. Any
person who copies or otherwise disseminates this letter becomes subject to international
criminal and/or civil prosecution under the Universal Copyright Convention and the
Berne Convention for the Protection of Literary and Artistic Works. Nearly all countries
in the world have signed both of these Conventions and have pledged to enforce them
through their own legal systems. In addition, Interpol may be called upon to assist in the
international enforcement of these Conventions through its processes of arrest and
extradition. If you are the recipient of a copy of this market letter, whether through the
internet or by facsimile, you should immediately report to Mr. Klein the name of the
person or entity who sent it to you. Send your email to sidklein@sidklein.com.

DISCLAIMER: This market letter is intended to assist in the dissemination of
information to private subscribers. The information contained herein represents Mr.
Klein’s best efforts in good faith to advance knowledge to his clientele, but there can be




no implied guarantee as to its accuracy or completeness. The information is given as of
the date appearing on this market letter, and Mr. Klein assumes no obligation to update
the information or advise on further developments relating to the information provided
herein. No solicitation to buy or sell securities is intended, and none should be inferred.
Investments are inherently risky, but investment risk itself is a function of individual
preferences. Thus any opinions, recommendations, or judgments expressed in this
market letter are of necessity abstract and general. They must be modified, accepted, or
rejected by individual subscriber/investors whose risk averseness cannot be known to
Mr. Klein.



