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The VIX has spiked to the upside and Gold is soaring, against everything.  
 
Commodity prices are no longer travelling one -way street higher.  
 
Central Banks are talking tough as it relates to monetary policy.   
 
Some Central Banks have, or are preparing to, raise interest rates é  
 
é and/or é have begun the process of withdrawing  ôexcess liquidityõ.  
 
Sovereign Credit Default Swaps are perking up é  
 
é as is the US Dollar.  
 
We wonder é is King Dollar ready to return to the FX -throne, by default ??  
 
Indeed, while the pop -media hypes on the ôimprovementõ shown by 
industrial economic surveys é we focus on the continued DEEPENING 
CONTRACTION in the US monetary scene, specifically as it relates to Bank 
Lending, led by the third LAR GEST single-week deflation  posted in TWENTY-
YEARS, in Commercial Real Estate Loans Outstanding.  
 
But perhaps even MORE TELLING é is the seemingly sudden, and somewhat 
SEVERE é DEFLATION taking hold in global money supply, particularly in 
Eastern Europe, as todayõs Money Monitor focuses on Poland, the Czech 
Republic, Hungary, and Turkey é with an update related to last Thursday õs 
òRand on the Runó Money Monitor focus on South Africaõs currency.  
 
Indeed, money supply is contracting at an ôacceleratingõ pace, in synch with 
a rise in currency Volatility, and signs of intensifying ôrisk aversionõ é  
 
and subsequently, an increasing number of currencies are threatening to 
breakdown, technically, against the US Dollar.  
 
For sure, a return to dominance by the US Dollar would NOT come in the 
context of a ôpositiveõ macro-economic resolution, as per (alleged)  
ôstrengthõ in the  US industrial export -economy.  
 
Come on é the US é working out of a recession via EXPORTS ????  
 
Exports é to WHOM ????  



Itõs NOT happening, and this is NOT why the US Dollar is proposing to make a 
comeback é rather é the US is bidding to breakout on the back of a FAILURE 
to ôsystemically reflate õ é leaving ONLY the superficial liquidity -market 
reflation that has occurred since the mid -March TALF-Treasury buy-back 
announcement from the Fed.  
 
The US Dollar is bidding to return to the throne é thanks to a return of RISK 
AVERSION, amid rising RISK of a monetary-reflation FAILURE.  
 
And, part of that intensified RISK é comes from the deleterious impact on 
export competitiven ess experienced by countries boasting the greatest 
currency appreciation .  
 
AND é another sign of the intensified risk dynamic is the move in Gold, 
predicated upon the purchase of IMF Gold by India.  
 
Indeed, we have been focused on NON-DOLLAR GOLD for the last two weeks, 
within the context of seeing  a more pronounced depreciation in ALL paper 
currencies, relative to bullion.  
 
We have been ôlookingõ for signs of a ôbreakõ in the ôdirectly inverseõ 
correlation between foreign currencies, and USD -Gold.  
 
Those signs are in plain view, at least for today.  
 
With all that in mind, we shine the spotlight  on Eastern Europe, starting 
with the Polish Zloty, as noted in the chart below. First we note that the 
dollarõs decline this year met, perfectly, the 61% Fib onacci retracement 
target relat ive to the  entire 2008-09 dollar rally . This implies that the 
dollarõs depreciation against the Polish currency, since the 1Q of this year, 
has been COUNTER-TREND, relative to the still -dominant secular trend 
LOWER in the Zloty é  
 
é a trend t hat appears to be resuming.  
 
Further, we note the fresh Parabolic Zloty ôsell signalõ (USD buy-signal), in 
line with a push into overtly positive territory by the 50 -Day ROC, and an 
upside reversal in Volatility.  
 
A move in th e Zloty below (USD above) the med-term trend defining 100 -Day 
EXP-MA would complete a technical  reversal to the downside (dollar upside).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



We shine the spotlight on the chart below plotting the rolling twelve -month 
net change, in Zloty , in Polandõs Broad Money M-2 aggregate é  
 
é and revealing a violation of the secular uptrend in place since the 2000 -01 
low, and an acceleration below the pre -crisis high set in 2007, prior to the 
blow-off top generated by  the pursuit of  an ultra -easy monetary policy by 
the National Bank of Poland.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Similarly we observe the chart on display below plotting the path of the US 
Dollar relative to the Hungarian Forint é and again, we spotlight the 
ôperkinessõ of the short -term (50 -Day) Volatility measure , which is violating 
a downtrend that has been dominant since the US peaked in the 1Q.  
 
Further, we note the push into  (USD) positive territory by the short -term 
Relative Strength indicator, and the  (USD) buy-signal enacted by the 
Parabolic indicator, in  line with (USD) upside probe of the med -term trend 
defining 100-Day Exponential Moving Average.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



While Hungarian money supply is a notoriously volatile and highly ôseasonalõ 
data series, we cannot ignore the chart below plotting the six -month net 
change (in Forint) in the M-2 money supply aggregate é  
 
é revealing é THE DEEPEST six-month DEFLATION é EVER recorded in 
Hungarian money supply !!!  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Next we observe the most recent action in what was once (2007 -08) one of 
the strongest currencies in the world é the Czech Koruna é as evidenced in 
the chart of Dollar -Koruna, on display below.  
 
Again, at the risk of sounding like a broken -record é we shine the spotlight, 
specifically, on the upside breakout in Volatility é  
 
é in synch with the push into (USD) positive territory by the Rate -of-Change, 
in line with the (USD) buy -signal on the offer from the Parabolic indicator, 
and, the ôprobeõ of the 100-Day EXP-MA.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Subsequently we note the pair of charts on display below plotting the Czech 
Republicõs M-2 money supply aggregate é  
 
é startin g with the straight -forward plot of Total M -2 Money Supply dating 
back to the beginning of this decade. Naturally, we are MOST interested in 
the downside violation of the long-term 12-Month Moving Average, the first 
such sign of a shift in the dominant trend of this DECADE, away from growth 
in money supply é towards CONTRACTION !!!  
 
Indeed, since peaking in May of this year, Czech M-2 money supply has 
DEFLATED by (-) 56.1 billion Koruna , or, more than ( -) 2.1% nominally.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Indeed, when we plot the six -month net change in Czech Koruna M-2 money 
supply, as evidenced in the chart below, we note  that the contraction since 
April  represents the DEEPEST DECLINE since this data series began, in the 
year 2000. Moreover, if M-2 remains unchanged in October (not likely), then 
the 6-Month decline will more than DOUBLE, to ( -) 56.1 billion, from the 
current ( -) 22.0 billion CZK, given the timing of  the peak, in May of this 
year, or, six months ago relative to October.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



We are CLOSELY monitoring the Sovereign Credit Default Swap (CDS) 
market, in line with the rise in  currency and equity  market  Volatility, which 
impli es an intensified risk environment.  
 
Indeed, observe the chart of the Czech Republicõs 5-Year Sovereign CDS, 
seen below, revealing an upside violation of the downtrend line in place 
since June é and é an upside run at the short -term 50 -Day EXP-MA, a move 
above which would constitute a n upside breakout, technically é and é  
 
é a move that would FULLY ôsupportõ thoughts of a return from exile  by King 
Dollar, amid an environment  defined by intensified risk, and risk aversion.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Pushing deeper to the south  and further to the east é we come to Turkey, 
always a KEY ôproxyõ for the emerging market ôuniverseõ.  
 
Indeed, with that thought in mind we observe today õs breakdown in the 
Turkish Lira (USD breakout), as evidenced in the chart below, via the 
Parabolic buy signal, the violation of the downtrend line, and the push 
through the med -term trend defining 100 -Day EXP-MA.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


