EURO TROUBLE AHEAD
WEB Buzz 2011.01.10

Please note the following chart. What do you see? We wonder if this is one of
those inkblot pictures upon which psychologists can determine who you are and

what your intentions are.
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Banks and governments in these five shaky % i %
economies owe each other many billions of euros @ &

— converted here to dollars — and have even
larger debts to Britain, France and Germany.
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Ireland - Italy

$867 BILLION $1.4 TRILLION

Amaount owed
between countries
as of Dec. 31, in
billions of dollars.

Italy owes France $511 billion,
or nearly 20 percent of the
French gross domestic product.
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With unemployment at
20 percent, Spain has
an economy among

the weakest in Europe.

Spain Portugal

$1.1 TRILLION $286 BILLION

Nearly one-third of Portugal's
debt is held by Spain, and
both countries’ credit ratings

have been dropping. %i,
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Adapted from Mish’s Global Economic Commentary



We believe this chart will be the major story of 2011. Europe and the Euro are
in big trouble. What does that mean to us? Well, 25% of our exports are sold to
them and exports in 2010 were a fine contributor to our GDP. Also, the wealth
of Europe may soon be seeking a safe haven and the much maligned U.S. Dollar

and U.S. government securities may be the prime beneficiaries.



