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Words of Wisdom

NThe al mighty doll ar 1 s th

worship is universa& o
|Isabella Bird T Explorer & Naturalist

nln a word, the almighty d
universal devotion throughout our land, seems to have
nNo genuine devotees I n the

Washington Irving T Writer & Historian

AA nickel ain't worth a dime anyma@e®

Yogi Berra i Baseball Legend

nl would as soon | eave my

dollaré o
Andrew Carnegiei Industrialist
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Back In 2016 We Made Case King Dollar Gets Dethroned

Contrary to the powerful narrative that
the U.S. Dollar must continue to
appreciate in the face of the Fed taking a
different monetary policy course (or at
least threatening to take a different
courseée) than the |
saw nBuy the Rumor, ,
out to be true once again and the USD . 7\.°
peaks and actually begins to weaken m
against other global currencies. The
surprising Dollar weakness takes some
pressure off of the Chinese to further
weaken the RMB and the Yuan continues
on a path toward becoming a World
Reserve Currency.

VAVE éQANLUMP © www.davegrantend.com
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Dollar Tends To Peak When Fed Actually Raises Rates

DOLLAR HAS OFTEN CORRECTED POST-RATE HIKE
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King Dollar Appeared To Have Peaked After 1st Fed Hike
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Dollar in Secular Decline, China Goal For RMB Is Stability

| Currencies — Dollar Stabilizes Versus Major Developed Markets

Key focus is on Chinese currency and impact on global growth perception

U.S. DOLLAR INDEX (DXY) Weight in DXY Index CHINESE CURRENCY HAS GENERALLY BEEN CORRELATED
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Chinese Long-Term Plan To Supplant Dollar Hegemony

The first general fallacy is that China did not devalue the Yuan against the USS. They removed the peg and have
since taken the currency into a managed float. There are many Chinese and foreign economists who talk about a
further float downwards of the Yuan. First, this would assume a continued strengthening of the U.S. dollar which we
don’t think will last beyond early 2016. Such an assumed change will work heavily on their currency planning.

Yuan Trade Weighted Index

130.0

120.0

110.0

100.0

90.0
N L s L - T
S = = e e e T e
8 2 2 5 &8 g =23 8 2 = 5

Source: BIS

Second, China focuses much more on its trade weighted index than it does against the U.S. dollar. Against the
trade weighted index the Yuan has appreciated by 2% so far this year and since January 2014 by 9.8%. Focusing on

the trade weighted index is hardly surprising since only 17% of the country’s exports went to the USA last year with
16% destined to the EU, 12% to ASEAN, 16% to Hong Kong, 4% to S Korea and 2% to both India and Russia.

Third, China’s objective is not to follow the devaluation route of other countries but for the Yuan to be seen as a
stable unit of appreciation that central banks and financial institutions feel comfortable in holding in their portfolios.

It is the trade weighted index that is far more relevant than the U.S. dollar rate against the Yuan.

Source(s): TIS Group
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January 2017 We Said #KingDollar Has Made Last Stand

There is broad consensus that the
U.S. Dollar must appreciate as the
Fed takes a different Monetary
Policy course than the ECB & BOJ
and begins to normalize interest
rates (despite DXY being up only a
couple percent since the Dec 2015
hike). [Interestingly, if not for a
strong Dollar rally after the surprise
Trump election victory, the DXY
would have finished down for the
year.] That final surge, perfectly
commemorated by the Economist
cover last month, turns out to be
King Doll arods Las
actually begins to weaken against
other global currencies in 2017.

LAST WEEK’S ECONOMIST...

Cuba after Fidel
Th [~ India‘s botched rupee plan
What Trump means for school reform
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DXY Demark 9 Count Same Week As Economist Cover
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Dollar Follows Cyclical Pattern Within Secular Downtrend

Dollar Index 8-year Cycle
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Dollar Bulls Thought Trump Like Reagan; Bush At Best
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Surprise #10

#WelcomeToHooverville

Donald Trump, like Herbert Hoover,
made a lot of promises in order to win
the Presidency. Also Like Hoover,
Trump comes to office with no
political experience and finds it
difficult to deliver on those promises.
But just like in 1929, equity markets
believe those promises and surge to &
Bubble top (S&P 2650) within months

of his taking office. With a U.S.
Recession triggering an unwinding of
massive debt burdens and the stock
market swooning, Trump repeats the
Policy mistakes of Hoover on Trade,
Immigration & Taxes and Hooverville
Is back with a new name, Trumptown.
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We Have Seen This Movie Before, Dond Like The Ending

400.00
The problem with i i lue- i
p- gnoring value-conscious 2 6506 - A
warnings that have been proven wrong by
350.00 -| persistent speculation, overvaluation, and
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20000
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250,00 i
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A: Roger Babson 9/15/29: "1I'm about to repeat what I said at this time
last year and the year before... S5ooneror latera crash iscoming and it
50.00 may be terrific.”
B: Irving Fisher 10/23/29: "stock prices have reached what looks like a
ermanently high plateau.”
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Trade Decision After 1929 Bubble Burst; Bad To Worse

Source(s): GMI
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