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ICE TRY - BUT NO CIGAR! While everyone has become exceptionally bearish
touting the end is near, how and why markets move is something that is
consistently overlooked. This is a battle to the death between government
and the people. It has been going on ever since man began to gather in
groups creating urbanization and the first individual put something on
his head and told everyone he was king and this object somehow proved his
divine right to rule over everyone else. Government will investigate and
imprison anyone who dares to disagree with it merely changing the pretense for why
they have acted as they have. Yet, the bottom line is always the same no matter what
century, what country, or what group gains the crown of power. Government is simply
a living, breathing allegory of desire for wealth and power at the suppression of
the people. It wants everybhing at all times and it will justify its actions as its
true intent to somehow protect the people from themselves. Right after the Iranian
protests with the youth using the internet to ban together, the US Congress claimed
government needed the power to unplug the internet in case of a cyber-attack. You
do not need to unplug the entire internet if someone is trying to break into the CIA.
You unplug the internet as a whole only to prevent the people from organizing. But
the Free Press has surrendered their independence and defend nothing sacred to our
free society. Common sense has vanished and the majority of Americans can rattle off
their sports heros or the latest plot in a soapopera, but they cannot tell you who
their Congressmen is’ or what they voted for and why.

This historical battle between Public I have warned numerous times that the
and Private interests has indeed been going low is in place and that we will see new
on since man first put something on his head highs in the Dow Jones Industrials long
and decreed God ‘anointed him to rule over before we see a new low. I have warned that
all others. Those who constantly preach the gold will rise to the $5,000 level and that
doom and gloom that the Dow Jones will fall it will rise WITH S TOCX S! These
to 10¢ on the dollar because that is what are trends that appear when there is a major
took place in the 1930s, just don't get it crisis in Public Confidence - the shift from
and never will, Public to Private investments.
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HEN BILL CLINTON
announced that he would cut

t the deficit by a projeated $300
billlon over five years, there wes no
screaming or cries of pain. Lobhyista
were not weeping in the streets and
nobody In the medin elnimed that
children would starve. This miracle of
miracles was accomplished in port by
raising taxes $250 bullion, but alsovin &
parlor trick — shifting the funding of the

notional  debt  toward shart-lerm
maturities to save on interest
expeaditures,

In 1990, 84 pereent of the notional debt
was Muncled nt five years or less, In 1994,
74 percent of the debt was finded at that
Jderm, with nearly 33 percent funded at
one year or less. Thir manipulation
created nearly $50 billion in savings on
interest payments, since, at the end of
1903, 30-year bond rates stood at about
twice thal of one-year rates. h

Multiply that by five years and you
come up with a projected budget savings
of $250 billion (assuming no ehange in
Interest rates), Add the tax hike nnd yoy
Eet a proyected deficit reduction of $500
billion over Nive Eeurn. This sleight of
hand atlowedd Mr. Clintan to look Iike he
was reducing government while in fact
doing nothang of the sort.

The problem we now face is quite
simple. Unut Jhe Clinton yoars, evory
administration since World War 11 tried
to extend the nattonal delit fur as long as
possible. This proteciad the budget from
wild swings In Interest rates white
tending to reduce volnulity az a whole,
When the Fed sought to fight infistion. it
hnd a two-to-four-yenr window bisfore any
interest-rate hike would causo a surge tn
the nation’s deficit from interest
expenditures. The Chnton debt
manipulation has now endangered our
economy, and the dramatie decline in
bond prices last yenr is just the first
Warmning sign.

WITH ABOUT 331 percent of Lhe
national debt now funded one yenar or
less. and with short-term ratos double
those of a year ago, the deficlt will rise
far faster than anyone 1n Washinglon s
prepared to forecast. The tHse wn interest|
expandilures could enstly outpace the
government’s ability to reduce spending.
For every onc-percentape-point rixe in
short-term rates, another $200 milion or
motro could be added to Ly debt bi-]maa
The immediate crisis in the dollar began
when the balanced-budget nmendment
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The immediate crisis in the
dollar began when the
balanced-budget amendment
falled. The real Internationa!
crisis is not currency, but
debt.

falled. The veal Intermational crists isnaot
currenacy, but debt. The widening deficit
will once agnin becvms an issue for the
capital markets, :

Tosee the debt erlsis bn actlon. we need
only look north to Canads, one of
countless naliony that have so
sruandered thelr national wealth that
dramatic political change is forced upon
them by the eapilal markets. Liast year, 40
percent of every dollar the Canadinn
government spent went to {nterest. With
virtually 40 percent of the entire nationn)
debt coming due by 199 and short-term
rates double those of n year ngo, Canadn’s
interest expenditures will soar to 50

reent of total spending or higher,
Elnmx the yanhs of Ialy, Sweden an

EXIS0

The concern over government debt is
butlding world-wide as all industrialized
nations continue te run bigger deficits, «
The old maxim that & national debt Ig
merely o borrowing from oursclves died
when hnlders of the debt ceased
exchisively to be a pation's own citizens,
Interest expenditures of this magniturle
arn nothing more than a wholesalo
license Lo export the national wealth of a
nition where government spending no
longer stimulntes the domestic economy.

DEBT BY ITSELF Is not necessarily
bnd, and it certainly doos not cause n
linancinl disaster alone, What {5 most
imporiant is how the debt is heing used,
The governments that are fatling first nre
thore where the grentest amount of
sponding hae gone to socinl programs. If
government spending fails o create
gonod-paying jobs, the net effect is not p
stimulus but a dram on the economy,
Welfare recipients do not recatve enough
En transfer payments to buy p new hame,
amtamobile or ather higher.end durabla
goods thal create jobs, Combine this with
e vast expansion of government itself
Ata 33 percent of the civilian work foree),
ntid you have the real reasor for pulitical
unrestin Amenca. _

Liow ean we et oul of this mess? The
U.S, must:

- @ Make a concertod efford to shift {he
ll::unnnl debt back tmvard a long-term
us. :

terest gimmick

much worse |

» Place an imwmedinte fresze vm
governmenl crmployment at sll levels and
sart taking an honesl approach (o
reducing the government work forco.

e Jmplement & thx amnesty, with the
proceeds used to retire the national delbst

And, finally. the long term gnal should
beto abulish the income tax and replace
it with a national sales tax — not a VAT --
that i capable of extraeting revennes
fram the underground cconomy
including illegal sliens. Under such n
system, the upper class will nnturally pay
more, and exemplions for fond and
housing will protect the poor, This must
be done with a simultaneous repreal of
the 16th Amendment, which authorigesd
the Lncome tax,

SINCE THE MARKETPLACE will not
allow the LS. to shaf its doht buck
toward long-term bonds without peving
sharply higher intarest rates, wo must
use another ospproach. Government
honds were always tax.froe prior to
World War Il save for partial texation
during World War 4. To reverse the
domage  done by the Clintan
Admimsteation, the ‘freasury should
issue 10t0.30 year tax.free bonds in
denvminntions as low as $1.000 Forewn
holders of debt pay next to nothing i1n
tnxes on the interest derved inthw US It
is about ime the Amencan penple had
the same privilege.

These should be nonmarkntsble zern
conpon Issues. This would pot only
extend the notienal debt but also help 1o
bring the debt home and slash the defi it
in the current fiscal year. A portion of the
savings in interest expenditures should
then be used to retire short-term detn
Thus progeam would have the sume net
effeet as & company buying back its own
stock. The priee of honds would rise and
interest rates would full. A separate gold
backed bond cauld be offered st half 1he
normal yiell. Those who remmn goid
bugs would find 1his & reasonrble way (o
own gald and eam imterest, too,

whe Chinton debt crials Is real. Tms
year alonc, interest exprenditures mas
rise niere than $60 bitlion — dur
outpacing any spendirg reductions the
Repuhlicans{mve i mand, Government
tnxation on all levels has heen growing
faster than e economy itsell. If we du
not start mannging our debt 10 a
professional sianner, the capital markets
will do the Job for us — and the entire
public.debt seetar-of the world will be
Urruwn ko clinos 85 we 2o 1 Uie end of
thiscentury. J
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Governments have been playing games for
a very long time. The tricks they play have
so confused the public and even academics
that what is real and what is not becomes a
battle that just cannot be won. Above, is an
article I wrote for the Wall Street Journal
back in 1996, It simply never changes. The
statistics are revised and manipulated in
So many ways trying desperately to influence
the people and markets, that I seriously now
question whether the people who even calcu—

late the numbers realize what the truth even
is behind the nonsense.

This is one reason I am so hated in
bureaucratic circles for I have dared to
look behind the curtain like in the Wizard
of 0z and seen who is really pulling the
levers coming to the realization that they
have lied so much for so long, they believe
their own bullshit. The odd thing is that
those who work for government fail to see
that they have so misinformed the people
to preserve the government power, but that
too is collapsing and they will find them—
selves without pensions just as those in
Greece.



I have had a front-row seat now for
several decades running around the globe and
being called in on so many economic disaster
scenarios, I am tired and have no desire to
watch the world commit suicide. I have given
up on any altruistic goals of changing the
course of government hoping that they will
wake up before they drive us over the cliff.
They are addicted to power and will never
listen, no less see what they are doing is
the problem when they blame everyone else

and have removed all the mirrors on capital
hill.

The markets are the only truth and yet
there are so many who want to claim they are
wrong because they do.not reflect what they
want to see. In reality, the markets are in
fact never wrong, only our interpretations.
We have to watch and listen to the markets
if you expect to survive. For what is coming
is the worst of all evils.

A classic example of this is the coming
CURRENCY WAR. The Japanese yen will rise to
new highs above those of 1995 against the
dollar. This will put significant economic
pressure upon Japan and force it into its

final low for its Great Depression due in
2015,

The EURO is rising because of a unique
problem of a single currency combined with
independept states. The EURO is not like the
dollar inithe least. Each country retained
their identity, but abandoned their currency
without realizing they were in fact surren—
dering economic sovereignty. Yes, they did
agree to run their deficits within a group
GDP percentage. But they surrendered the
ability to DEVALUE their currency as an
option to DEFAULT., Yet, because each nation
issues its own debt, capital can still buy
only German and French debt. Diversifying
a portfolio away from a dollar base bias in
fact necessitates buying FEuropean debt. Yet
capital can be picky and buy German debt in
EUROS forcing that currency higher while in
fact making repayment for the weaker nations
even worse, Instead of devaluing the debt,
the debt is appreciating in real terms when
the economy is declining. When everyone has
to come back to borrow more next year, the
stress will become a crisis. The real value
of debt is rising in terms of the pay-off
and that is pushing further the weaker states

in Europe closer to DEFAULT.

Insofar as China is concerned, the rise
in the currency is NOT all about trade. We
are in a giant vortex of public debt going
down the drain., Since China has no massive
public debt, capital does not park there as
it is in the USA, Japan, Europe, Britain,
and Switzerland. The amount of capital in
government debt vs private equity is 10:1.
Thus, Congress is just stupid for they do
not comprehend that with more than a $10
trillion national debt, there is far more
capital forced into the dollar than there
is any imbalance in trade. Congress thinks
that floating the currency in China will
somehow magically create jobs in America
with no change in tax policy. This is why
there are no mirrors in Washington so they
don't have to look at themselves when they
make such absurd statements.

Trade is a small fraction of capital
flows. With national debts at such record
highs globally, this is a debt bubble that
is not going. away. The amount of capital in
government debt is staggering. If that was
invested in the private sector, the Dow
would be at least 50,000 if not perhaps
100,000 on spike highs. If capital had no
place to go BUT the private sector, there
would be no unemployment and the standard
of living would rise because we would not
be burdened with debt that produces nothing
and transfers untold amounts of wealth out
of the country.

The very socialists who want high taxes
and claim to be helping the average person
have reduced the standard of “living for all.
The interest paid to support the debt is the
single greatest transfer of wealth to the
so called rich than anything else. The whole
idea was the capitalists were exploiting the
workingman. Now that is government exploiting
the workingclass while claiming to care about
them. The income tax was ONLY to get the rich
in 1913, By World War II, the payroll tax was
passed and now the average taxpayer thanks
the government for their refunds that amount
to forced loans as cities did in the medieval
days for they are borrowing from the poor and
not even paying them for the use of their

money all year. This is the real face of our
Marxist socialism. The total amount of inter-
est paid on the national debt starting with
1940 is $6,834.3 as of 2006 with a total debt
of $8,507 bil. More than 80% of the debt we
owe is because of interest. Where does this
socialism even come close to working?



