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Davidson Unplugged 
 

June 7, 2015 
 

Sick Care 101 
 
 
Charles: Hey everyone, it’s Charles Delvalle and I’d like to 

welcome you to another Davidson Unplugged. As 
always, I have James Dale Davidson on the line. How 
are you? 

 
James: Well, I feel like I’m totally unplugged, I’m rearing to go. 
 
Charles: All right, good deal. Well, I think you’re going to have 

something to say about these seasonal adjustments to 
GDP. I know we talked about it a few weeks ago and 
how ridiculous it was that these first-quarter GDPs kept 
coming in at 1%. But I think this proposal to seasonally 
adjust it away is even more ridiculous. Why don’t you 
share that with our listeners? 

 
James: Well, I think what is going on is that there seems to have 

been a lot of pushback from the cheerleading section 
about the very weak numbers in the first quarter. In 
particular, an analyst at CNBC, Steve Liesman, said that 
over a 30-year timeframe GDP data had consistently 
measured first-quarter growth at 1.87% which is far 
lower than the 2.7% averaged in the following three 
quarters of the year. He pointed out that the trends had 
gotten even more pronounced since 2010 when the first-
quarter GPD growth averaged just .62% and the 
remaining three-quarters averaged 2.3%.  
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According to Liesman, therefore, the solution is to have 
the government go back and double seasonally adjust 
the first-quarter number to ramp it up. I think there are 
several really confused issues here. One of them clearly 
is the fact that over a 30-year period, average income 
growth does not indicate that it’s growing at the average 
rate that it did for the last 30 years. 

 
 We’ve seen a very distinct fall-off in growth which is 

what the whole issue is about. And if we look at nominal 
GDP growth which is not seasonally adjusted and is not 
subject to the gaming that comes with the inflation 
factor which is brought in to supposedly make it real, we 
see that the economy has been flatlining since 2010. It’s 
been bouncing around — bottom bouncing I think is 
what they call it in statistics. So there’s no reason to 
believe that it’s understated.  

 
And I think that the other point that John Williams 
made in this discussion, which is worth mentioning 
because John has been one of the leaders in the 
movement to try to get more accurate statistics and to 
correct the lies that are built in to the government’s 
accounting of things. He says that they’re not, in fact, 
going to seasonally adjust the GDP a second time. And 
he points out that one of the reasons that they won’t do 
that is it would make the second-quarter GDP look even 
worse. [Laughter]  
 
So I think we’re in a situation where we just have to face 
the fact that the economy is not performing as 
vigorously as Obama promised the world it was. If you 
go back to May of last year, the dollar started rallying 
when Obama did his best to ramp up the impression of 
U.S. growth. And they published a lot of bogus numbers 
that were taken to heart by currency traders, who 
started bidding up the dollar. And then as usually 
happens, a higher price for the dollar meant a lower 
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price for commodities, particularly oil. And we helped 
trigger this systemic price reversal which is now tearing 
away at all sorts of aspects of our world economy.  
 
And it’s not anything that they can easily fix. See, I don’t 
think they could come out and give a press conference 
and say, “Actually, we were lying this whole time and 
the dollar should be much lower than it is.” That’s not 
going to work. And I noticed equally that when we had 
the Congress folk deliberating about issues of foreign 
trade, their first inclination was to try to trash the 
dollar. You’ve noticed this many times. They had a bill 
that was introduced in Congress by Nancy Pelosi at one 
point to try to force the Chinese to make the yuan more 
expensive against the dollar. 

 
 And the IMF has just done an analysis partly set in 

motion by this commotion in which they said, “Oh yeah, 
by the way, we found that the yuan is fairly priced. We 
don’t see any evidence of it underpriced.” So that takes a 
little bit of the wind out of our sails. 

 
Charles: Yeah, I think it’s funny you mentioned this Chinese-

currency deal because it just goes to show how little 
attention Nancy Pelosi must be paying to what’s going 
on in the world because the Chinese currency has been 
getting stronger against the dollar for years now and is 
now well over 20% stronger. I don’t have an exact 
figure, but it’s up there. And remember, that’s why we 
got into the yuan and that’s done pretty decently for us, 
not as well as the strong dollar has. But now that the 
dollar is weakening, we have also seen the Chinese 
currency gain a lot of strength.  

 
And when you look at shipping costs and all of these 
things, you find out that there’s a lot of companies that 
are starting to move operations back to the U.S. or at 
least starting to localize more because they find out that, 
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“Hey, if I’m trying to transport something from 
Shanghai and take it to L.A. so that way we can take it 
on a train and bring it to New York or what have you, 
then we find out that we’re actually spending more 
money doing it that way than if we just had a factory set 
up in the United States.” 
 
And so this is a trend that I’ve been watching for at least 
four or five years. Companies are not bringing all their 
operations, it’s more like they’re just getting a little bit 
smarter and think, “Well, if we’ve got a huge demand 
base in a country, we should maybe have a factory in 
that country so that way we can supply them whatever it 
is that they want and it’s localized so it’s to their 
standards.” And that’s it.  
 
So we’ve been seeing that already, but I wish Nancy had 
paid a little bit more attention to what’s going on before 
bringing a bill up like this because it just makes her look 
like an idiot.  

 
James: You have to be careful what you ask for because if they 

paid more attention to many things, they would only 
compound the damage that they do. 

 
Charles: That’s very true.  
 
James: Anyway, I think it’s a very interesting situation and I 

was noting another thing which we talked about earlier. 
A year and a half ago I wrote a piece in Strategic 
Investment called The Big Fat Lie which was an analysis 
of the absolutely baseless contention that eating 
saturated fat was bad for your heart and your health in 
general.  

 
And I was reading over it because I was basically 
adapting it as a chapter for my new book, The Breaking 
Point. And what I found unbelievable was that in this 
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short time, the amount of money that we’re spending 
annually on healthcare had skyrocketed from $2.7 
trillion to $3.8 trillion dollars according to Forbes. 

 
 $3.8 trillion is higher than the GDP of Germany and we 

have our own little country of sick care which has all 
kinds of mischiefs associated with it. And one of the 
things that I couldn’t help but really focus on was the 
whole nonsense with statin drugs which are designed to 
lower serum cholesterol. 

 
 And I made the point that the evidence did not support 

the idea that you should reduce your intake of dietary 
cholesterol or saturated fats, because they’re actually 
very good for you. But also the serum cholesterol is the 
basis of most of your body’s hormone production. And 
what I’ve come to find out in looking at it more closely is 
that there is really quite strong evidence from serious 
researchers and peer reviewed journals, like the Journal 
of the American Medical Association, and the journal 
pub Lancet, which is the biggest and most prestigious 
British medical journal, that the conventional wisdom is 
wrong. 

 
This is something that may be of interest to people 
listening because 45% of Americans over the age of 40 
are on statin drugs that are designed to lower your 
cholesterol. But what the evidence shows is that lower 
cholesterol actually increases your chance of death. And 
I thought, “Well, wow, that’s amazing.” 

 
 And I can give you quick summaries of some of this. 
 

A study from Yale University found a lack of association 
between cholesterol, coronary heart disease, mortality, 
morbidity and all-cause mortality. Dr. Harlan M. 
Krumholz and a crew of hangers-on showed that people 
with low cholesterol had nearly twice as many heart 
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attacks as those with high cholesterol. Okay, so that sort 
of raises the question, “Does it really make sense to 
spend billions and billions on statin drugs that lower 
your cholesterol?”  

 
A separate ten-year study reported in Lancet showed 
that people with higher cholesterol had a higher risk of 
death from all causes. And of course here I wouldn’t 
doubt that high cholesterol protects you against traffic 
accidents or stray bullets, but there’s clearly an inverse 
correlation with natural causes of death and that’s of 
course contrary to what we’re told and all the 
injunctions of various doctors for people to take these 
dangerous statin drugs.  
 
Even more compelling, a study of 17,791 heart disease 
patients reported in the American Heart Journal found 
that lower serum cholesterol actually is predictive of 
increased mortality. Patients with supposedly healthy 
cholesterol readings of 150 milligrams DL were at a 48% 
greater risk of death than patients with allegedly 
dangerous cholesterol levels of 250 milligrams DL. 
Indeed, each 10 milligram increase in total cholesterol 
levels was associated with a 4% decreased risk of in-
hospital mortality.  
 
So basically you have a much higher chance of dying of 
heart disease and everything else if you have low 
cholesterol. And the FDA is telling another 10 or 20 
million Americans that they should be taking these 
statin drugs to reduce their cholesterol presumably 
maybe because they’re trying to reduce the cost of 
healthcare by killing off some of the patients. I mean, 
that’s one potential explanation.  
 
But there was another great story which I think was 
given a headline by Time which was Statin Drugs 
Greatly Increase Your Risk of Diabetes. And this report 
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goes back to a story that was done in Scandinavia where 
they studied men prescribed statins to lower their 
cholesterol and found that they had a 46% greater 
chance of developing diabetes after six years compared 
to those who weren’t taking the drug. 

 
 And the higher the dose of the statin and the longer the 

patients took them, the greater the risk of diabetes. So 
you can see this kind of perfect marketing symmetry 
where they prescribe the drug that you don’t need to do 
something that if you knew what you were doing you 
wouldn’t want to have done, and as a result the pharma 
industry makes $100 billion dollars and then they make 
$100 billion on all the people that they turn into 
diabetics by taking the statin drugs. Is that a perfect 
sales gimmick or what?  

 
Charles: Wow. That’s insane. It’s definitely a sick care system 

when you look at it from that lens. You know, and I 
know we’ve talked before about how at least the system 
in the United States is geared towards treating existing 
diseases than preventing them, but as you can see, it’s 
more than just treating existing diseases, it’s treating 
diseases and trying to give you another one. 

 
James: Or creating diseases.  
 
 The thing is it’s a kind of penalty for believing what 

you’re told. You know, there’s a great line from the Bob 
Dylan song, “Don’t obey your leaders but watch the 
parking meters.” And I guess this falls under the 
heading of don’t obey your leaders because if you believe 
the idea that you should stop eating butter, that you 
should eat low-fat yogurt and drink skim because this is 
better for you, then you’re helping to make a lot of 
cardiologists rich and helping the fashion industry 
because you have to keep buying bigger pairs of pants 
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‘cause you won’t fit in the old ones you have. And, you 
know, it’s just crazy.  

  
Charles: Yeah. Well, in a past issue you talked about an African 

tribe that all they do is consume fat and red meat and 
their incidence of heart disease is actually one of the 
lowest in the world. 

 
James: Yeah, and another very low instance of heart disease is 

that of the Eskimos who eat nothing but whale blubber. 
You know, they have a very, very high incidence of 
saturated fat in their diet and they have almost no heart 
disease.  

 
 And they’re also very skinny, but you couldn’t tell that 

from their fashions because they wear these seal skin 
pouches that are very big and trap air inside to help 
keep them warm. But if you see a naked Eskimo you’d 
realize that they’re all skinny. The Maasai tribe in Kenya 
are the tribe you’re referring to, they drink the blood of 
cattle, sometimes they eat meat, but they mostly subsist 
on the blood of cattle and a very fatty version of whole 
milk which is sort of like half and half. And it seems to 
not have hurt them any. 

  
 They don’t have diabetes and they don’t have heart 

disease.  
 
Charles: Wow. Yeah, it’s just one of those things where you see 

something like that and you would think that if the 
medical system of the United States was being 100% 
truthful and accurate, then we should theoretically see 
the highest levels of heart disease in the Eskimos and in 
these Kenyan tribes. But in fact, it’s the exact opposite 
and I think that’s a for sure sign that what we’re doing 
here is backwards and it’s not right. 
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James: What’s really amazing, it seems to me, this I think 
underscores the value of a publication like Strategic 
Investment because we actually look into these things 
and try to figure out whether they make sense or not. 
You don’t have to be a doctor to do this.  

 
 But it is a complicated issue. It involves a bit of research 

and a bit of thinking for yourself. I was completely 
turned off of the idea that we should avoid fat when I 
was kid because I went and visited other families and 
they had margarine on their bread. I thought, “God, this 
tastes terrible.” 

 
 And then I heard this story about heart disease and 

thought, well, we have to get away from this.  
 

I had an old, old great-uncle who was living with us for a 
time and he was an old no-nonsense retired farmer, and 
he said, “You know, people been eating this stuff since 
this beginning of time and I don’t see a bit of reason to 
think that it’s gonna cause trouble right now. Why 
would it suddenly cause us trouble now?” And the old 
guy was onto something, right? I mean why suddenly at 
the end of World War II did we have to start eating a lot 
of trans fats and stop eating the natural fats that people 
have been eating from the beginning? 

 
Well, it didn’t make sense and it still doesn’t and the 
closer you look into it, the more absurd it is. It’s just a 
scam, like global warming. Global warming is one of my 
favorite scams because it really makes no sense at all. 
It’s another one of these issues that emphasizes a point 
that was made by the French historian Fernand Braudel. 
He talked about the longue duree or the long duration: 
the idea that you had to look over the whole of history to 
understand things rather than just look at something in 
the last 10 minutes and then make a sweeping decision.  
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The Al Gore types started looking at climate change and 
global warming based on a few years of data, forgetting 
the fact that climates have been getting cooler and 
warmer and cooler and warmer for all these centuries 
and there’s plenty of evidence of it. I mean you just need 
to look at European cathedrals. They were all built in 
warm periods, not in cold periods because in cold 
periods everybody was starving, they couldn’t afford to 
build a cathedral.  

 
 It wasn’t a coincidence that they all were built at the 

same time and they took forever to build. There’s a 
cathedral in Cologne that started in the 13th century and 
it was not even completed until about 50 years ago. 

 
Charles: Wow. 
 
James: Yeah, so life goes on and we have to try to make sense of 

it the best we can. And that usually involves offending 
somebody or saying something that doesn’t please 
everyone. I mean, I realize the great medical 
establishment in this country does not want to have 
somebody pointing out that their most lucrative drugs 
have the effect of killing people and then worse than 
that, turning them into diabetics who have to use drugs 
all the time. But the more statin drugs you take, the 
more likely you are to become a diabetic and the less 
sensitive you are to insulin so you may have to have 
insulin on a daily basis. Whoa. 

 
 Doesn’t sound good to me. 
 
Charles: No, most certainly not. And, you know, all of this has 

the effect of making healthcare extremely expensive 
which goes in part to explain why we’re spending $3.8 
trillion dollars a year on health care, you know? It’s 
something that we don’t have to spend if we just looked 
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and did a little bit of research and actually forced change 
to happen, you know?  

 
And it’s not like the politicians are doing anything about 
this. They’re in on the gag. You know, they’re probably 
getting however much money from all the lobbyists that 
work in these pharmaceutical companies and in the 
healthcare industry. And then every once in a while you 
get a politician who goes up there and he’s a doctor, so 
then he uses his position of authority to continue the 
status quo and really, at the end of the day, not only 
does it make us more poor, but it’s killing us. And this 
isn’t the way a system should be run.  
 
At the end of the day, the way to stop something like this 
is by spreading the knowledge and so I’m glad that we 
have a way to do that with Strategic Investment and we 
get to spread the knowledge that we’ve obtained 
regarding this things. And hopefully some people make 
some changes and they tell their friends and hopefully 
they make some changes too.  

 
James: Well, let’s hope so. And I also can’t help but poke a little 

fun along the way here that, see, if you get to the basics 
of the issue, the whole system is so thoroughly corrupt, 
it’s hard to imagine what could conceivably be done to 
fix the thing without offending a great many people who 
are getting a lot of money out of this corrupt system. 
And that’s why when politicians are asked for their 
solutions, as Jeb Bush recently was when he was asked 
about Obamacare, which is an abomination because it’s 
a long stride in the wrong direction to put more trillions 
into this already dysfunctional sick-care maw.  

 
Well, Jeb Bush’s answer was, “Let’s use the iWatch.” Is 
this a joke? No, this is what he said. The iWatch, oh, 
okay. The iWatch will help you improve your health. 
And it may, I’m not saying that the iWatch is useless 
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and I do use a heart rate monitor that has all sorts of 
physiological calculations through it when I exercise. 
But I don’t have any illusions that the iWatch is going to 
counteract the effect of all these millions and millions of 
prescriptions for statin drugs that are harming the 
health of many people, probably some people who are 
listening to this recording.  

 
Charles: Yeah. And I remember after he made that 

announcement, a senator tweeted, “Well, I had cancer. 
There’s no app for that.”  

 
 I’m not saying that the iWatch won’t help, but it’s 

definitely not the solution. 
 
James: Well, neither am I, I’m just saying that it’s symptomatic 

of the fact that we’re shying away from reaching 
anything like the kind of basic reforms that could 
conceivably save the whole thing from utter collapse. 
But in the meantime, we’re in the first couple of weeks 
of the summer season so it’s time to go to the beach or 
take a hike in the mountains or something and enjoy the 
good life. 

 
Charles: That’s right. Lower those cortisol levels, that’ll help, 

that’s what I’m saying. Go enjoy your life, go do some 
things, relax, have fun. It’s summer. Well, Jim, with that 
said, thank you so much for joining us today. And we’ll 
talk again soon.  

 
James: Okay. All right. All the best, everybody. Bye.  
 
Charles: Bye.  
 


