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Make the Credit Bureau Pay
BY STEPHEN MOULIS, SENIOR RESEARCHER, STANSBERRY RESEARCH

A shocking new Trump bill is set to
help millions of Americans… and
could even help put an extra $9,000
in your pocket.
On May 24, President Trump signed
the Economic Growth, Regulatory
Relief and Consumer Protection
Act, which takes aim at the “Big 3”
credit reporting agencies.
Specifically, the new bill allows
consumers to “freeze” their credit
files at the three credit reporting
bureaus 100% free of charge.
Experts recommend a credit

On May 24, President Trump signed the
Economic Growth, Regulatory Relief and
Consumer Protection Act.

But according to Dr. Eifrig, there’s
more to this story than meets the
eye. He says Americans should feel
empowered by Trump’s new law
and take advantage of a little know

See If You Qualify For The Payout
“freeze” as a way to help safeguard
personal information from identity
theft.

situation that may entitle you to up
to $9k or more directly from the
coffers of these agencies.

Prior to the bill, customers had to
pay a fee to “freeze” and “unfreeze”
their credit reports.

One woman called it, “the easiest
nine grand I ever made.” Another,
who just received over $7,400 said,
“I’m happy to get the money.”

D.C. area consumer advocate Dr.
David Eifrig says Trump’s new law
is a direct response to the recent
credit bureau data breach, where
the personal information of nearly 2
out of every 3 American adults (148
million Americans) was stolen by
criminal hackers.

Do you qualify for this payout? And
how much could you collect?
Find out here, in Dr. Eifrig’s recently
released video.
If you’re a U.S. citizen over the age
of 18 and have a credit report, you
simply must see it.
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INSIDE THIS ISSUE

T

his month, we’re featuring a subject
you can’t mention in polite company...
politics.
Editor in chief P.J. O’Rourke gets us started
with why kids today are drawn to socialism...
They’re broke, so they want to make the
world nicer with your money.
Then, Dr. Steve Sjuggerud details why
the political environment is a good thing for
the market... and why we could see a tripledigit boom in tech stocks over the next 12
months.
Former presidential speechwriter and veteran
journalist Andrew Ferguson gives us the
“big picture” look at this midterm election –
what we call the Super Bowl for Scallywags.
Financial analyst Porter Stansberry
reveals why he doesn’t vote. P.J. shares the
reaction that left-wing kooks, right-wing
nuts, and random fruitcakes might have to
two of America’s most important documents.
And former presidential economic adviser
Michael J. Boskin looks at why even if
the economy doesn’t affect the election, the
election will affect the economy.
Don’t miss Alice B. Lloyd’s fantastic profile
of Alexandria Ocasio-Cortez... the New York
socialist who defeated a longtime incumbent
and is bound for Congress. Ocasio-Cortez is
the voice of a generation that doesn’t know
what it wants.
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And Bill McGilton examines why America’s
most expensive – and important – problem
won’t even get mentioned this midterm
election... but you’ll still pay for it.
P.J. wonders: What do progressives really
want? The answer should scare the hell out of
you. And along similar lines, award-winning
investigative journalist Peter Byrne looks
at “zombie theories” of rent control – coming
soon to an apartment building near you.
We also speak with financial analyst Matt
McCall about a few of the “big themes” that
he’s looking at... including pot stocks, 5G,
and gene editing. And former CIA analyst
Buck Sexton finishes us off with why
emotions matter more than facts in the 2018
election.
Enjoy the issue. And tell us what you think at
feedback@americanconsequences.com.
Regards,
Steven Longenecker
Publisher, American Consequences

“

Stocks are about to boom
— for as long as two years
— thanks to our current
position in the presidential
election cycle.
Dr. Steve Sjuggerud
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DOW 50,000?

Sooner than you think…
BY DR. STEVE SJUGGERUD

This is your last warning… your final
chance.
Mark my words…
You will likely NEVER see another
opportunity like this again.
Not in this lifetime…
You see… we’re on the verge of a massive
panic – but not the kind of panic most
people expect.

If history repeats, we’re about to see the
DOW race past 40,000… 50,000… even
higher.
25,000 was just the beginning.
You may disagree with my prediction. Or
believe this sort of outcome is impossible…
But as I’ll show you, it’s all happened before.
Go here to see why I believe it’s
already begun…

From Editor in Chief

P.J. O’Rourke

WHY

KiDS

R COMMIES
CLICK HERE TO
READ THE WEB VERSION
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LETTER FROM THE EDITOR
TODAY, AMERICA’S YOUNG PEOPLE
ARE STUMBLING TO THE LEFT.
The pundits say so...

“Why Millennials Are Drawn to Socialism”
Chicago Tribune May 19, 2018

“This Is Why Millennials Favor Socialism”
HuffPost April 11, 2017

“’The S-Word’:
How Young Americans Fell in Love With Socialism”
The Guardian Sept. 2, 2017

The opinion polls agree...
In a Pew Research Center study of Americans
age 22-37, 57% called themselves “mostly”
or “consistently” liberal. In a Gallup poll of
Americans age 18-29, 51% had a positive
view of socialism. And in a University of
Chicago survey of Americans age 18-34, 44%
said they would prefer to live in a socialist
country.
“Mostly” or “consistently” liberal may not
be enough for young voters. Ten-term
incumbent congressmen Michael Capuano
(D-MA) and Joe Crowley (D-NY) are as
mostly consistently liberal as they come. And
they were kicked to the curb in Democratic
primaries by leftist “progressives” Ayanna
Pressley and Alexandria Ocasio-Cortez,
respectively.
What’s the matter with kids today?

Nothing new. The brats, the squirts, the fuzzfaced mooncalves, the sap-green sweet young
things, and the wet-behind-the-ears in general
have always been “Punks for Progressives.”
As soon as kids discover that the world
isn’t nice, they want to make it nicer. And
wouldn’t a world where everybody shares
everything be nice? Aw... Kids are so tenderhearted.
But kids are broke – so they want to make the
world nicer with your money.
Kids don’t have much control over things – so
they want to make the world nicer through
your efforts.

“

Kids are broke – so they
want to make the world
nicer with your money.
American Consequences
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And kids are busy being young – so it’s your
time that has to be spent making the world
nicer...
For them.
The greedy little bastards.
Young people were thinking these same
sweetly selfish thoughts back in the 1960s,
during my salad days (tossed green cannabis
buds). Young people probably have been
thinking these thoughts since the concept of
being a “young person” was invented.
That would have been in the 19th century
– during America’s first “Progressive Era”
– when mechanization liberated kids from
onerous farm chores and child labor laws let
them escape from dark satanic mills.
This gave young people the leisure to sit
around noticing that the world isn’t nice and
daydreaming about how it could be made
nicer with the time, effort, and money of
grown-ups.
I’m all for sending them back to the factories
or, at least, the barn. If I hear any socialist
noise from my kids, I’m going to make them
get up at 4 a.m. to milk the cows. And this
will be an extra-onerous farm chore because we
don’t have any cows, and they’ll have to search
for miles all over the countryside to find some.
They’ve got it coming.
Young people are not only penniless and
powerless, they’re also ignorant as hell. They
think of wealth as something that’s limited,
like the number of Hostess Ding Dongs on
the 7-Eleven shelf. They think rich people got
to the 7-Eleven first and gobbled all the Ding
8
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Dongs, leaving poor people to lick the plastic
wrappers.
Young people don’t know that more Ding
Dongs can be produced. They don’t know
how or why more Ding Dong production is
possible. And they certainly don’t know how
to get the cream filling inside.
Young people think that the way to obtain more
wealth is to take it away from rich people.
You can’t do it. Well... you can do it. But you
can only do it once.
You can take the Ding Dongs from the rich
people... But once you’ve eaten them, you
can’t go back to the rich people and take
more. They’re out of Ding Dongs. Or, if
they’re not out of Ding Dongs, the rich people
aren’t there. They’ve taken what they had left
and moved someplace, like Singapore, where
they can enjoy their Ding Dongs in peace.
The reason that young people are so ignorant
about wealth (they think it’s limited to what
arrives at the 7-Eleven with the Hostess
deliveryman) is that young people are still in
school... or have been recently.
School, while not without its benefits, carries
the risk of dangerous over-exposure to
intellectual elites. And intellectual elites, when
it comes to understanding economic realities,
might as well be Hostess Ding Dongs.
The 19th century spawning of idle, dreamy,
feckless young people arrived just in time
for the Marxist intellectual fad. And Marxist
thinking among intellectuals is a fashion
trend that has never gone away.
Intellectuals like Marxism because Karl Marx

makes economics simple – the rich get their
money from the poor. (How the rich manage
that since the poor, by definition, don’t
have any money is beyond me. But never
mind.) Real economics is too complicated for
intellectuals to understand. Living in an ivory
tower teaches few economic lessons – and
even fewer now that intellectuals have banned
the ivory trade.

Renowned
financial
research group
identifies the
single trait that
determines
whether or not
you have what
it takes to be
wealthy in
America.

Marxism puts inarticulate notions of
a sharing-caring nicer world into vivid
propaganda slogans.

“

Young people are not only
penniless and powerless,
they’re also ignorant as
hell. They think of wealth as
something that’s limited...

Slogans such as: “From each according to his
ability, to each according to his need.”
Which may be the most ridiculous politicaleconomic idea that anybody has ever had.
My need is for beluga caviar, a case of
Château Haut-Brion 1961, a duplex on Fifth
Avenue overlooking Central Park, a bespoke
suit from Gieves & Hawkes in Savile Row,
a matched pair of Purdey 12-bore sidelock
shotguns, and a 1962 Ferrari 250 GTO that
recently sold at Sotheby’s Monterey auction
for $48.4 million.

MORE HERE…

Your DIRECT LINE
to Wall Street
Receive up-tothe-minute news,
market research, and
expert commentary
that typically costs
$50,000 a year,
and requires a net
worth of at least $1
million…100% FREE.

CLICK TO SIGN UP

My ability is... um... I have an excellent
memory for limericks...
There once was a man from Nantucket...
American Consequences
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What kind of totalitarianism would be
required to determine everyone’s abilities and
needs? What kind of dictatorship would be
necessary to distribute the goods of the able
to the wants of the needy?

To millennials, hearing the U.S.S.R. and
Mao’s China used as examples of how
socialism can go very, very wrong is like me
hearing about the Kellogg-Briand Pact and
the Smoot-Hawley Tariff.

We know what kind. The kind of totalitarian
dictatorship that the U.S.S.R and Mao
Zedong’s China had.

The only communist societies young people
know anything about are the goofy outlier
North Korea... and Cuba, where the MarxistLeninism comes with cheap rum, ‘57 Chevys,
and Guantanamera sing-alongs.

The Soviet Union and Maoist China are two
more reasons that millennials love socialism.
This is not because young people learned
left-wing lessons from the Soviets and the Red
Guards. It’s because they didn’t.
Kids don’t get that communists are bad
people.
It was too long ago. The Berlin Wall fell in
1989. Deng Xiaoping began market reforms
in China in 1978. I have two millennial
daughters. The end of the Cold War and the
beginning of China’s economic boom are
as distant in time from them as the Great
Depression and the Coolidge administration
are from me.

#gimme

“
10

Kids don’t get
that communists
are bad people.
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Or, I should say, these are the only
communist societies young people know
anything about, except one... The communist
society in which all young people grow up.
“From each according to his ability, to each
according to his need” is deeply stupid and
completely impractical. And yet there’s a place
where it works.
This place is my house. And your house. And
anywhere else there’s a family.
To each according to his need... What don’t kids
need? My 14-year-old son needs Mom to drive
to school with his lunch, his homework, and
one sock. Never mind that she packed his lunch,
did his homework, and washed his socks – one
of which he left behind this morning along with
homework and lunch so that she has to drive
back to school even though she just returned
from driving him to school in the first place.
From each according to Mom’s and Dad’s
ability, not to mention the ability of Mom’s
and Dad’s Visa card credit line and the bank
loans we took out to pay for school tuition.
The grim truth is...
Kids are born communists.

STILL
PLUGGING
AWAY
A new book by me is available from Atlantic
Monthly Press!
And everyone should buy it because...
Because I’ve got three kids to put through
college. Plus, I hope you’ll enjoy it.

NONE OF MY BUSINESS
P.J. Explains Money, Banking, Debt,
Equity, Assets, Liabilities, and Why
He’s Not Rich and Neither Are You
And I’ll stand by every word of that except for
“Neither Are You.” This was inserted into the
subtitle for the general public. You readers of
American Consequences, especially if you also
subscribe to some of the premium financial
advisories of our advertisers like Stansberry
Research, are either millionaires or you soon
will be. Or, at the very least, you’re smarter
than the average millionaire – to judge by the
“Inbox” feedback we get here at AMC. In fact
– to judge by the “Tesla Mess-La” – you’re
smarter than the average billionaire.
Anyway, you can afford a good laugh. And I
do my best to provide one, writing about...
“How I Learned Economics by Watching
People Try to Kill Each Other” in the Middle
East, Albania, and Somalia.

“The Digital Age and Which Digit It’s Giving
Us”
“Negative Interest Rates – Not Only Wrong
but Evil”
“A Blockhead Confronts the Blockchain”
And dozens of other essays.
As my publisher says on the dustcover of
my book (and everyone knows that what
publishers say on the dustcovers of books is
always the plain and unvarnished truth):
“P.J. O’Rourke takes forty-five years of
experience making fun of terrible things in
some of the world’s most awful places and
applies it to a place that’s even worse – Wall
Street.”
Also, did I mention that I’ve got three kids to
put through college?

GET IT HERE!
American Consequences
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THE BIGGEST STORIES THAT MATTERED
FOR THE MARKET LAST MONTH

WHAT MOVED
THE MARKET
PROGRESS MADE ON TRADE

For realtime
market
updates
from some
of Wall
Street’s
most
pluggedin analysts,
CLICK
HERE
to get
instant
access to
NewsWire.

Trade talks and tariffs dominated the news
again in the past month. Compromise with
the European Union and Japan is still in the
works, but investors are optimistic these
negotiations hold promise. But relations with
China were a different story...
Early in September, reports surfaced
that Treasury Secretary Steven Mnuchin
would meet with the Chinese vice premier
for further negotiations. When President
Donald Trump announced he would be
implementing another $200 billion in tariffs
on Chinese imports, China canceled the
visit. Despite continued trade setbacks, the
markets have come to expect the worst.
According to financial-data firm FactSet,
U.S.-listed exchange traded funds (ETFs)
saw $36.7 billion worth of inflows. All of this
powered the S&P, Nasdaq, and Dow to new
all-time highs.
WE GOT AN EXPECTED FED RATE HIKE

Fed’s neutral interest rate (one that neither hurts
nor helps the economy). The concern is that the
U.S. economy continues to outperform the
rest of the globe. That in turn would produce
a pick-up in demand and inflation.
In general, asset managers focused on the
positive economic data and growth and
shifted their expectations for a recession
out to 2020. They believe the economy can
weather the Fed’s gradual path of rate hikes
and have shifted their focus from defensive
and late-cycle investments to growth.
THEN THE RUG GOT PULLED OUT...
Last week, global markets lost $2.7 trillion
in market cap, and the U.S. accounted for
more than half – about $1.7 trillion. Emerging
markets are now down 17%, year to date, while
European markets hit a two-year low. China’s
Shanghai Composite lost 8% and the Shenzen
Composite Index dropped 10%. Both markets
are now down 35% from the January highs.
The weakest U.S. sectors were industrials,
tech, materials, financials, and energy. The
10-year U.S. Treasury yields spiked to 3.25%
from sub 3%, triggering asset-allocation
programs to sell stocks.

Late in the month, the Fed raised interest
rates to a target range of 2%-2.25%, as
expected. But more important was Fed Chair
Jerome Powell’s optimistic comments on
Dollars have been chasing growth all year,
the U.S. economic outlook... He said this is a
primarily in tech. But investors
particularly bright moment for the
reassessed their conviction when
economy and the current tightening
the trade became too crowded and
cycle reflects economic strength.
Stansberry
rates rose. When rates increase, it
NewsWire,
However, Powell also said recently
adversely impacts the present value
every morning
we were still a long way from the
of future cash flows. In turn, it causes

TUNE IN

at 8:30 a.m.
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EDITORS

John Gillin
Greg Diamond
Scott Garliss

growth multiples to compress. This is considered
especially negative for the tech sector.
Bank earnings kicked off the third-quarter
earnings season, and the results were
underwhelming. Many investors worry the
U.S. economy is at peak margins and costs
are going up. The raw data show increases in
raw material costs, transportation, and wages,
and China tariffs are making life miserable
for many U.S.-centric companies. Adding to
this were accusations that China was planting
bugs in computer servers and manipulating
its currency to increase exports.
Meanwhile in Europe, Italy remained a hot
spot. The government is battling the EU over
plans to run a larger budget deficit. Italy is
broke and there are fears that other emerging
market countries will turn their backs on
the EU. Adding to this crisis mentality is the
diplomatic battle with Saudi Arabia and the
threat that it will weaponize oil prices.
PLENTY OF STRENGTH AHEAD
Overall, third-quarter forecasts have yearover-year earnings growth pegged at up
19.2%. The sell-off has the S&P trading
around a reasonable multiple of 15.4
times 2019 expectations. In addition, GDP
growth projections are still north of 4%,
unemployment is 3.7%, wages are growing,
and inflation remains subdued.

And remember, a similar sell-off happened
in February. There are always things to be
concerned about, and many small caps have
(rightly) sounded the alarm. But this is not a
systemic problem. The overall economy is
firing on all cylinders. Interest rates remain
historically low, and all of this tells us that
growth in the U.S. has a firm foundation.
And as a recent article in the New York
Times notes, the single-largest buyer for U.S.
stocks is currently on the sidelines. Ahead of
earnings season, companies must go into the
“buyout blackout” period. They are prohibited
from influencing their shares before and
after earnings. According to Goldman Sachs,
corporations are set to repurchase $770
billion worth of stocks this year, more than
double last year’s total.
In the meantime, earnings estimates for the
S&P 500 Index continue to creep higher...
A few weeks ago, 2019 expectations were
at $177.18 and now they’re at $179.50. As
expectations rise, the market’s multiple
drops, making it cheaper once more. The
current multiple sits right around 15.4 times
2019 earnings versus the five-year average
of 16.3 times, so the market’s not all that
expensive. If earnings season plays out as
expected, the market’s valuation will be even
more attractive.
American Consequences
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WHAT COULD
POSSIBLY
GO WRONG?
Financial follies and disaster in the making
First Facebook, now Google...

This month the Wall Street Journal reported
that a security flaw in Google+ (the
company’s 2011 answer to Facebook) gave
app developers unauthorized access to
nearly 500,000 users’ personal profile data
since 2015.
Google only discovered the flaw this
past March, but chose to withhold the
information from the public in order to
avoid “coming into the spotlight alongside
or even instead of Facebook despite having
stayed under the radar throughout the
Cambridge Analytica scandal,” according to
an internal memo.

14

transparency regarding other controversial
issues including general user data
management and foreign censorship.
Rising interest rates and the “loco” Fed...

While past U.S. presidents have criticized
the Federal Reserve, recent comments from
President Donald Trump have some market
watchers worried. Calling the Fed “crazy,”
“loco,” and “ridiculous,” while calling rate
increases “too aggressive,” and “a big mistake,”
Trump fears the planned rate hikes will create
volatility as investors move from stocks to less
risky Treasurys.

In response to the report, the Google+
platform will shut down over the next year,
and app development for Gmail will be
limited to trusted developers.

The Fed did not respond to the president’s
remarks, but its 2% short-term policy rate
remains historically low. And economists see
the current broader economic conditions as
conducive to further growth, as well as the
Fed’s goal of reaching “neutral” interest rates.

While there’s no evidence the exposed data
has been sold or used illegally, Google’s
coverup of the flaw casts doubt on its

Right now, interest rates are considered to
be “accommodative.” That means the Fed
is giving the economy room to grow, with
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the risk of some inflation. Neutral rates
are a “sweet spot” that neither increase
unemployment nor push inflation above
the Fed’s 2% target. Although the current
rate-hike path remains on target, there’s one
economic measure that these hikes haven’t
fully accounted for...

What could possibly go wrong?

A $779 billion budget deficit...

It’s easy for politicians to blame the Fed for
a falling market or a recession... But it’s not
the Fed’s job to prop up the markets. The
Fed can set credible inflation expectations –
which it’s doing with its current policy – but
gradual, planned rate hikes are not known to
be historic market movers.

According to the U.S. Treasury, the deficit
grew 17% this past fiscal year to a record
$779 billion, the highest level since 2012.
Revenues saw a less than 1% increase over
last year, while spending grew by over 3%.
And tax revenues saw a 31% drop from
corporations, while personal income tax
revenues were up by 6%. Additionally, the
Congressional Budget Office estimates that
at the current rate the deficit will surpass $1
trillion in 2020, with much of this increase
being blamed on recent legislation and the
2017 GOP tax bill.
According to a recent report from the
nonpartisan Committee for a Responsible
Federal Budget, legislation passed in the 2018
fiscal year will account for $445 billion worth
of 2019’s $973 billion budget deficit, or 46%
of the total. And in total, legislation enacted
in the 2018 fiscal year will add $2.4 trillion in
new debt by 2027.
In response, the White House has promised
to release a plan to control the deficit, but the
details are scarce. It is believed the plan will
focus on spending cuts – including programs
like Medicare and Social Security – and will
have little to no impact on current revenues.

The U.S. economy is expanding at a pace
that is driving up interest rates, inflation, and
wages. But this boost in economic growth
also means higher interest payments for the
government in the future... and an even
wider deficit.

Today, the deficit is
soaring as the economy
booms... a combination
that economists say is
uncharted territory.
Usually, government borrowing expands
during recessions and wanes in recoveries.
Today, the deficit is soaring as the economy
booms... a combination that economists say is
uncharted territory.
When the economy is good, political leaders
are often hesitant to make bold economic
moves... especially when they’re up for reelection.
But if the economy weakens, the government
will find it more difficult to cut taxes and
increase spending. And with a deficit set to
surpass $1 trillion in less than two years, we’re
going to need more than just rate changes
from the Federal Reserve.
American Consequences
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FROM OUR INBOX

YOU WRITE, WE RESPOND

Re: Our Newest Readers
Weigh In
I am looking forward to reading your
magazine. As a low-income to middleclass individual I hope and pray that the
politicians of this great country of ours can
get it together. – James H.

I’m not sure either.
But it may mean something like having a tray
full of ice cubes emptied down the back of
your pants. (By the way, Greg, you win this
month’s Inbox “Literary Style” award.)

P.J. O’Rourke comment:

James, you better do
more than hope and pray. You better vote.
That said, I’m not about to tell you who
to vote for. Middle-class people who are
just scrapping by on modest incomes – as
you describe yourself – are the spine of this
country. And that spine goes all the way up
to the brain. So you’re the brains of the outfit.
America trusts you to make the call. That’s
democracy.

P.J. O’Rourke comment:

Glad to be here... If one can’t laugh at
oneself just who CAN we laugh at? –
Stephen K.

Well, at me. At least
that’s who everybody at my house laughs at.
But thanks for making the point, Stephen.
Everyone should remember not to take
himself or herself too seriously. For anybody
who’s inclined to take himself too seriously, I
recommend getting a spouse with a sense of
the ridiculous, three smart-alecky kids, and a
good bird dog. (If you don’t think dogs can
laugh, you haven’t seen mine when I miss a
pheasant.)

P.J. O’Rourke comment:
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I looked forward to your latest issue like a
meth addict waiting for Saturday night in
a large city ran by a bunch of Democrats.
What a treat... It’s almost worth the cost
of the subscription, no wait... I forget it’s
free... OK then, once more into the breech,
whatever that means. God Bless. – Greg E.
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I was both delighted and saddened by the
revelation that you are back in full swing
with the periodical industry (National
Lampoon went down the hill an hour after
you left).
For myself, I have forgiven your
endorsement of Hildebeast the Gynosaur.
We shall never speak of it again. Or write of
it. Or hint, or snidely interject, or brazenly
huff about, or vaguely reminisce about it.
Ever again...
So when I saw you had jumped back in
with both hooves I was, again, delighted
and saddened. Sad because I recall you
remarking somewhere that now that online
presence MUST be provided to remain
relevant in this world, we have all become
“content providers.”
Okay, enough. Hopefully the minion who reads
this for you will do me justice and provide

Send us a message, question, or criticism at
feedback@americanconsequences.com
appropriate vocal stylings to convey the true
meaning of my wordy-isms. – John M.

John, the copy editor
confessed to defeat at getting your vocal
stylings into an appropriate typeface. But
thank you for so clearly and thoroughly not
mentioning the fact that two years ago, in a
moment of weakness and fear, I chose “The
Devil I Knew” over “The Joker With 51 Cards
in His Deck.” So far – I’m glad to say – I
seem to have been wrong. But there’s still a lot
that could go wrong with being right, if you
know what I mean. Darn it, I just told James
H. to vote. Now you’ve got me thinking,
“Don’t vote, it just encourages the bastards.”

P.J. O’Rourke comment:

always more powerful than the pitch.
Meanwhile, M.B., you’re right that we don’t
take sides – in the large, editorial sense
of “we.” On the other hand, writing as
individual people, each of us is free to take
whatever side he or she desires. However,
the main political division at American
Consequences is between those of us who feel
that politics is a necessary evil and those of
us who feel that politics is so evil that it’s
necessary to leave it the hell alone.

I am a junior at a local school somewhere
in Michigan and I have a question to ask
you. Do you think that the next president
of the United States will be worse than the
president we already have? None of you
take sides, which is understandable. – M.B.
P.J. O’Rourke comment:

Short answer: Yes.

Long answer: If the next president is the
same president we’ve got now, he’ll be worse
because presidents in their second terms are
always worse (less inspired, more exhausted)
than they were in their first terms. If the next
president is someone opposed to the president
we have now, he or she will be worse because
the partisan anger we saw in 2016 will have
been batted back in 2020, and the hit is

Hank Blaustein | © 2018 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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Re: Health Care Emergency:
Somebody Call a Politician!
I am a retired physician who worked in the
“system” for over 30 years. The government
sucks at most everything it does and this
is certainly true with health care. Perhaps
my greatest fear is “Medicare for All” which
will rapidly hasten our economy into the
toilet. Health care, as it is in Canada, will be
rationed by a kindly group of administrators
whose job it is to count the beans and
decide at what age you no longer need
health care. While our present “system”
is crazy, a government run system won’t
be crazy it will just be horrible for all but
the wealthy. Only the rich can afford to be
socialists. – Peter B.

Dr. B., you’re my
new family physician! Read the above letter,
everybody! Doctor’s orders! And thank you,
Doc, for an Rx of common sense.

P.J. O’Rourke comment:

Re: Tell Us Why You’ve
Missed the Boom...
I know that a bust follows every boom. I’m
not even that old, but I saw the bust that
followed the Housing and Tech Bubbles,
and I saw how the financial experts were
SHOCKED by it. When markets are fearful, I
get greedy. When markets are greedy, I get
fearful. – Jeff H.
I figure that right now, things are too
unpredictable... Having lost in a crash
before, I’m cautious. – Mark B.
18
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Jeff and Mark,
you’re both right, of course. A bust does
follow every boom. And once you’ve been
burned by a market crash, it’s tough to accept
that another one isn’t right around the corner.
But the good news is that your caution is
probably a clear sign that most folks aren’t at
the “greed” stage yet.
Steven Longenecker comment:

I sold out on a downturn in 2013. Did not get
back in at all. Stash is earning not much of
anything. I know timing the market is not
really possible but September/October is a
traditional weak time of year. Will jump back
in maybe mid-November. – Andrew H.

The market
is up more than 70% since September 2013
including dividends... or 11% per year. For
the market to get back down to its 2013
levels, it would need to plunge almost 40%.
Steven Longenecker comment:

That’s not to say the market can go up forever.
It won’t. In fact, the next time the market
falls, it’s likely to be far worse than the 2008
financial crisis. There are plenty of problems
in the world – namely, massive debt loads.
But that problem is still down the road. And
it looks like a long road for kicking a debtshaped can.
If you’re afraid today and you’re close to
retirement age, the market rally that we’re
experiencing right now could be your last
chance to make life-changing gains.
The “Melt Up” is a term coined by financial
analyst and American Consequences feature
contributor Steve Sjuggerud to describe the

blow-off top that typically occurs in the
final stages of a bull market. It’s an explosive
move higher that can send stocks higher than
anyone believes possible.
Steve is going to be staging a massive online
event in a few days on October 24 to show
you how to cash in on this opportunity...
which, frankly, you may never see again in
your lifetime.
He’s even going to share a secret that could
potentially help you make several years’ worth
of profits with a single investment. There’s no
cost to attend – but only with a reservation.
(You can reserve your seat right here.)
Boom. What boom? Since 2008, I’m down
about 23%. A few of the companies went
bust, others are just out of favor. Maybe they
will return to health. The nice part is the
income that rolls in every few months.
The other nice part is that a few issues are
three- and four-baggers with one headed
very rapidly to 10. Too bad they cannot
average out with the losers to form a nice
flat line. We will just have to wait and see
what happens in the next couple of years. –
Larry L.

Your portfolio
dropping more than 20% over 10 years in a
bull market – with the market up 120% since
the beginning of 2008 – is tough.
Steven Longenecker comment:

But as you well know Larry, the nice thing
about 10-baggers is that just one of them
can pay for a bunch of “headed to zero”
companies. Of course, position sizing matters,
but I hope that the income coming in each

month makes up for at least some of your
losses.
We have stayed invested for the entire
boom cycle and have done quite well. It
worked for us. But then, I learned my lessons
during 1981-82, again in 1987, and again in
2000-2002. Stay the course.
Most people have no education in finances
of any kind. A few of us have taken the time
and energy to learn as much as we can.
The payback is monumental, been “retired”
since 2000 at the age of 52 (after working
in corporate America for 35 years – yes, I
started working at 17 with a work permit). No
inheritance, no swamp critter, never worked
for the government at any level, and no tech
IPO.
I don’t know if there is an educational
conspiracy against financial literacy, but the
case could be made. – Loyal Reader

We wish
more folks felt like you, Loyal Reader... No
comment on a conspiracy against financial
literacy. But considering many students’ first
experience with “money in the real world” is
tens of thousands of dollars in debt for a piece
of embossed paper, we suspect folks would do
better starting at zero at 17 like you did.
Steven Longenecker comment:

I pulled half of my 401(k) out of the market in
spring of 2008 and got back all in April 2009.
I retired in 2012, eight years early. – Jim K.

You simply
can’t do much better than that, Jim. That’s the
sort of power that the right type of market
timing can bring you... adding eight years to
Steven Longenecker comment:
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your retirement is incredible!
If other readers are interested in what might
happen next in the market, I recommend
tuning in on October 24 to a free online
event with American Consequences contributor
Steve Sjuggerud.

I am dumping American Consequences
because of PJO’s sophomoric rant against
PRESIDENT — let me repeat that — PRESIDENT
DONALD J. TRUMP this week. – Anonymous

Are you the same
“Anonymous” who wrote that New York Times
op-ed about the “resistance” inside the Trump
administration? You seem to have changed your
tune. Anyway, I want to tell you how good that
Times article was – for paper training puppies.

Steve predicted Dow 20,000, the dot-com
crash, and the housing bubble. His timing
on both booms and crashes has been incredible.
And while he believes stocks will soar far
more than anyone expects in the near term,
he knows that the Melt Up won’t continue
forever...

P.J. O’Rourke comment:

After the Melt Up, comes the Melt Down.
That’s why on October 24, he’s also sharing
exactly when the bull market will end.

character to stand up and call out Trump for

Tune in to this live video broadcast from any
computer, tablet, or smartphone at 8 p.m.
Eastern time on Wednesday, October 24. To
claim your seat, click here.

I’m glad to ridicule Trump when he needs it –
and every powerful person needs some ridicule.
But I don’t want to be thought of as ridiculing
Trump for everything, the way the New York
Times does. If Trump cured cancer tomorrow
the headline in the New York Times would be,
“But Heart Disease Kills More People.”

Re: P.J. on HBO
Loved you and your comments on [Bill] Maher’s
show. Hope to see you more often. – J.R.

Thank you, J.R. Bill is
a great man. I’ve known him for 25 years and
have been going on his shows since he started
“Politically Incorrect” on Comedy Central
in 1993. Sometimes it’s a little lonely being
a conservative on “Real Time,” but funny
has no right wing or left wing. You never
know where the funny bone will be located.
Laughter is involuntary, and Bill makes me

P.J. O’Rourke comment:
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laugh even when – sometimes especially when
– I disagree with him.

October 2018

Thank you, PJ. We need more people of
what he is. – B.G.
P.J. O’Rourke comment: Thank you, sort of, B.G.

Sorry to have seen your editor describing
the President as a toddler the same week
previous admin officials are crawling out of the
woodwork reminding us what real jerks they
remain. I won’t be reading your product. – M.S.

Please, M.S., toddlers
and vermin are two different things. I’ve had
three toddlers in my house and loved them all
– even though they were annoying little brats
who needed constant supervision.

P.J. O’Rourke comment:

INTRODUCING THE
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RIGHT NOW THE MARKET
IS REPEATING A SCENARIO
THAT HAPPENED JUST
BEFORE A MASSIVE
12-MONTH TRIPLE-DIGIT
BOOM IN TECH STOCKS

CLICK
HERE

TO READ
THE WEB
VERSION
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Politics and investing don’t mix...
It’s often tough to separate the two, though.
Most folks have strong political opinions.
And it’s easy to drag those into your
investments.

October 2018

If you’re a green energy activist, you might
love the idea of solar energy. You might have
chosen to back your political idea with your
investment capital.
But if you’d bought First Solar (FSLR) – an
industry leader – at the stock market bottom
in 2009, you wouldn’t be sitting on massive
profits today. Instead, you’d have lost more
than half of your initial investment.

By Dr. Steve
Sjuggerud

And it goes both ways. If your political
interests aligned with fossil fuels, you might
have invested in the coal industry. That again,
would have been a bad investment decision
based on politics. The entire coal sector is
down around 70% since 2011.
The simple truth is that you don’t want to
make individual investment decisions based
on your political beliefs. It clouds your
judgment and makes it hard to see mistakes.
American Consequences
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Still, from a high level, politics has a huge
impact on your investments. We can learn a
lot about the market based on major longterm political cycles.
That brings us to the good news...
Stocks are about to boom – for as long as two
years – thanks to our current position in the
presidential election cycle.
It won’t be because of President Donald
Trump’s next tweet or a piece of legislation.
Instead, it all comes down to the lessons of
history we’ve learned from elections.
You see, from a high level, politics does have a
surprisingly large effect on financial markets...
I never would have believed just how powerful
an influence politics has on the markets if I
hadn’t crunched the numbers myself. And the
conclusions are even more surprising...
For example, stocks tend to perform better
when Democrats are in office. Since 1928,
the benchmark S&P 500 Index has risen
roughly 9% a year (not including dividends)

We're now entering the
absolute best period of
time to own stocks. We
could see two years of
fantastic profits thanks to
this odd election-cycle
indicator.
when Democrats have held the Oval Office.
Stocks have increased just 2% a year when
Republicans have held office.
That’s a great example of what I’m talking
about – the result is far outside of any
statistical norms. It’s an extreme result, any
way you look at it.
But something else has an even bigger influence
on stock returns than which party is in office...
It turns out that the most important factor
around presidents and stock prices isn’t which
party is in office, but what point we are at in a
given president’s term.
We call this powerful idea the “election-cycle
indicator.” The conclusion from this indicator
is: Stocks tend to perform best at the end of
a president’s four-year term... regardless of
which party is in power.
The table to the left shows how extreme this
phenomenon has been, going back to 1950.
Take a look at the chart...
As you can see, the biggest gains in stocks
happen during the third and fourth years...
And we’ve seen typical gains of more
than 20% during the third year. That’s an
incredible result.
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(We use quarterly data in this analysis, using
September 30 as “year end.” Based on that,
we just entered the third year of President
Trump’s first term.)
Interestingly, these results hold up during
both Democrat and Republican presidencies.
It doesn’t matter what party is in office... The
election-cycle year tends to determine how
well stocks perform.
Again, this is good news right now. We’re just
weeks into the third year of Trump’s term.
And based on this indicator, we could be in
for two years of fantastic gains.
The third year has historically been the
strongest, by far. And year four has been the
third-strongest. This is a great sign going
forward.
Of course, it’s not foolproof. The caveat here
is that these data have plenty of variability.
Stocks have soared as much as 39% during
year three... But they’ve also fallen as much as
48%.

THE MELT UP
OFFICIALLY ARRIVES
The Melt Up, if you don’t already know, is big
news.
It’s also a bit tough for some folks to get their
heads around. The idea of a massive blow-off
top in stocks, after the run we’ve already seen.
After all, we’re nearly a decade into the U.S.
bull market. But I assure you, you haven’t
missed it.
The biggest and most explosive gains of this
bull market are yet to come.
The opportunity is thanks to the Melt Up,
which is based on a simple premise.
Stocks often have their biggest, most explosive
gains at the ends of major bull markets.

Still, the message from this indicator is
powerful:

In short, before the big “Melt Down” arrives,
we have the big Melt Up. It’s the final push
higher before the bear market kicks in.

We’re now entering the absolute best period of
time to own stocks. We could see two years of
fantastic profits thanks to this odd election-cycle
indicator.

The most recent major example of this
happened at the end of the 1990s bull market.
The Nasdaq Composite Index soared more than
86% in 1999 alone. Now that was a Melt Up.

This works out well with another big theme
I’ve been tracking too... The “Melt Up” in
U.S. stocks.

Today, I believe we’re in a similar situation in
the current bull market. The final stage of the
Melt Up in U.S. stocks is here. It’s officially
underway.

Let me quickly explain what that is... Why
I’m sure it’s underway right now... And what
it means for your money in months ahead...

I say that because today’s market is beginning
to look a lot like the late 1990s...
American Consequences
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You see, back then the entire market had
soared through the ‘90s. The old fuddy-duddy
companies made huge gains right alongside
the exciting new Internet stocks. But that
changed as the bull market neared its end and
the Melt Up took over.
Just take a look at the top chart to the left.
It shows the last 12 months of the 1990s
bull market. And you can see that the fuddyduddy companies (the Dow Jones Industrial
Average) stopped keeping up with the exciting
tech companies (the Nasdaq). Take a look at
the top chart to the left...
The Dow basically went nowhere for the final
12 months of this stock market Melt Up,
while tech stocks soared more than 100%.
The beginning of that major outperformance
is what signaled the Melt Up getting fully
underway. And now, that’s happening again.
Until recently, boring stocks and exciting tech
stocks had soared together. The tide of recent
years has lifted all ships. You can see it in the
middle chart to the left...
From late 2016 to early 2018, the old fuddyduddy stocks have tracked nearly perfectly
with the exciting tech sector.
Heck, these boring businesses even
outperformed for a good chunk of that time.
But you might notice that the chart above
ends in April. That’s because things have
changed in recent months. We’ve seen a major
shift in performance.
The exciting tech stocks are finally crushing
the boring fuddy-duddy businesses. Take a
look at the bottom chart to the left...
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This is big news.
Since early April, the Nasdaq has dramatically
outperformed the Dow. And it’s hit new alltime highs along the way.
This is exactly what we saw in the late 1990s.
It’s what signaled the final stages of the Melt
Up back then... and it’s what happened right
before a massive triple-digit boom in tech
stocks in just 12 months.

Today's market is
beginning to look a lot
like the late 1990s.
This is it. The Melt Up is officially underway.
The final stage of this bull market is likely to
play out over the next 12 to 18 months as a
result.
The takeaway is obvious. You want to own
U.S. stocks right now. Specifically, you want
to own exciting U.S. tech stocks. You want to
own the Nasdaq.
One way to do it is with the Invesco QQQ
Trust (QQQ). The fund tracks the Nasdaq
100 Index, which holds 100 of the largest

Dr. Steve Sjuggerud holds an MBA
and a PhD in finance. He’s worked
as a stockbroker, vice president of a
global mutual fund, and a hedge-fund
manager. His track record has landed
him on various television networks
including stints on Fox Business News,
Bloomberg’s Taking Stock, and CNBC,
among others.

companies on the Nasdaq Composite
(and moves almost identically to the
Nasdaq Composite). QQQ is a simple way
to get into this opportunity. And it’s a smart
bet, now that the Melt Up is fully in place.
The biggest gains of a bull market tend to
happen in the Melt Up phase. You want to
stay invested now. We still have plenty of
upside ahead.
Importantly, this lines up with 70 years of
election cycle data, too. Remember, we’re now
entering the third year of President Trump’s
first term.
Based on history, this is when the largest gains
could happen. We could see 20%-plus gains
over the next year based on that indicator
alone. And with the Melt Up in place, the
upside could be even greater.
We have plenty of opportunity ahead of us.
You want to own the Nasdaq and shares of
QQQ right now to take advantage of it.
Don’t miss out.

He debuted his “Melt Up” thesis in
October 2015. And today, Steve thinks
we’re in the final innings of the Melt
Up. The next few months will be unlike
anything we’ve ever seen. If you’re
interested in learning more about the
best places to invest during this final,
incredible rally, click here to RSVP for a
free educational webinar on October 24.
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The Republican Party has been
synonymous, at least notionally, with
political and cultural conservatism for
two generations. Now it is synonymous
with President Donald Trump – not
“Trumpism,” because there is no such
thing beyond the president’s reflexive
love of tariffs and dislike of immigrants.
Trumpism is whatever Trump tweeted this
morning. The coming election is about
little else than Trump. Not the growing
economy, not the trade wars, not even
such golden oldies as gay marriage. It’s
about Trump and what voters think of him,
which isn’t great news for the elephant.

October 2018

For most of the year soothsayers have seen
the possibility – occasionally the likelihood
– of a Democratic wave this November,
sweeping Democratic majorities into both
the House of Representatives and the Senate.
It’s an unusual moment in political time: The
economy is humming, consumer confidence
is high, and Gallup says 90% of Americans
are “satisfied with their job security.”
Meanwhile, a solid majority say the country is
on the wrong track. Despite ups and downs,
Trump’s approval rating always regresses to
a mean in the low to mid-40s, though some
polls weeks before the election show his
approval dropping several points below 40%.

OR SCALLYWAGS

TERM
NESS

WHAT TO WATCH ON NOV. 6TH

More ominous is the notable lack of intensity
among the people who do like Trump. Fully
90% of Republicans approve of the president,
but fewer than 50% of them “strongly
approve.” Nationwide, according to a recent
CNN survey, nearly half of potential voters
“strongly disapprove” of him – meaning if you
don’t like the president, you really, really don’t
like him and will happily share this opinion in
the voting booth. That imbalance in enthusiasm
is likely to hold until November 6 and beyond.
You’d think Democratic candidates on the
campaign trail would be flogging Trump like
a rented mule and make him issue No. 1.

Some are, but most are keen on the principle
of letting sleeping dogs lie. Democratic
voters don’t need any more motivation, and
a candidate who loudly made Trump the
issue, even in a district that leans Democratic,
might rouse enough Trump voters to make an
election closer than it should be.
The great exception to this is a band of
candidates, including a few incumbents, who
vow to pursue impeachment proceedings
against Trump if Democrats take the House.
The alleged impeachable offense varies from
the president’s imagined violations of the
Constitution’s emoluments clause to the still-

CLICK
HERE

TO READ
THE WEB
VERSION
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unproved charge of collusion with the Russian
government. But the reason for impeachment
doesn’t matter. The House of Representatives
can impeach the president over an unpaid
parking ticket if it wants to, so long as a
majority of members persuade themselves it’s
a “high crime and misdemeanor.”
Any impeachment drive would have to
proceed next year over the objections of the
Democratic leadership in Congress. Nancy
Pelosi and Chuck Schumer have both been in
Washington long enough to have witnessed
the impeachment of Bill Clinton in 1998 by
the Republican-controlled House, and they
remember the result in that off-year election:
Expecting to gain 30 or more seats in the
House, Republicans instead lost five and
put their majority in jeopardy. Schumer and
Pelosi also remember that the ripples from
Clinton’s impeachment toppled not one but
two Republican congressional leaders, Speaker
Newt Gingrich and his anointed successor
Bob Livingston. As the 2018 election heats
up, the political class has taken to insisting
that a Democratic House majority will lead
inevitably to impeachment. The leadership’s
long memory makes that unlikely. They
remember Napoleon’s famous axiom: Do not
interrupt your enemy when Robert Mueller is
in the process of destroying him.
Trump and his advisers hope the same voters
who lifted him to victory will reassemble this
November to save the day. He’s scheduled
more than a dozen rallies in key states to
make sure they do. But even he’s expressed
doubt. (I will pause for a moment so you
can recover from that sentence.) “There’s a
real question whether [Republicans] are even
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going to vote if I’m not on the ballot,” Trump
said not long ago.
This is the most self-centered and inside-out
way of expressing a real insight. Trump won’t
want to admit it, but in 2016 he benefited
massively from “ABH syndrome,” the bug
that struck large numbers of voters who
decided to vote for “Anybody But Hillary.”
Whatever her other virtues – I’m thinking,
I’m thinking – Clinton was not only one of
the most familiar personages ever to run for

The political class has
taken to insisting that
a Democratic House
majority will lead inevitably
to impeachment. The
leadership’s long memory
makes that unlikely.
president but also one of the most intensely
disliked. (A cynic would even say those two
facts are related.) Political scientists argue how
much of Trump’s vote can be attributed solely
to ABH. Another affliction undoubtedly
helped him as well: “EDT,” afflicting voters
who decided they would vote for “Even
Donald Trump” if it meant defeating Hillary
Clinton. Which is to say the Trump coalition
wasn’t entirely, or even mostly, about Trump
the man. It is unlikely to gather again with
Clinton safely retired.
Then Republicans must face the pitiless
matter of math. As happens every two years,
every one of the 435 House seats is on the
ballot. Incumbency is a virtual guarantee
of reelection in the House, but a record

Utah, Arizona – yet this year only Utah is
all-but-certain to stay Republican as the other
two are real races with strong Democratic
challengers. Once upon a time, most of those
Democratic Senate seats in Trump states were
considered ripe for Republican picking, and
most still are, but several – West Virginia,
Montana, North Dakota, and Indiana – are
trending blue. The battle for the Senate, says
Majority Leader Mitch McConnell, will be a
“knife fight.”

For Republicans, the numbers are much
better in the Senate, where only three GOP
senators decided to retire. Thirty-five Senate
seats are on the ballot, and 25 of them are
in the hands of Democrats. Ten of those
Democrats represent states that Trump carried
two years ago. This disparity between the
number of states Democrats and Republicans
have to defend has been the “Fun Electoral
Fact” for Republicans all year, consoling them
amid all the talk about a blue electoral wave.
The Senate, split 51-49, is the Republican
dike. Ask any Republican. Go ahead.

What are the stakes? Very high, for Democrats
and Republicans alike. A Democratic Senate
would stop Trump’s single most consequential
achievement dead in its tracks: Not another
federal judge (much less a Supreme Court
justice) with conservative leanings would take
the bench until at least 2021. Meanwhile,
impeachment aside, a Democratic House
would become a dizzying cineplex of roundthe-clock hearings and investigations into
executive branch malfeasance, real and
imaginary. Already Democrats on the House
Judiciary Committee say they have a list of 22
investigations they hope to undertake.

Others aren’t so sure. In politics, a “wave” is
a term of art with no fixed definition. A large
number of Democratic gains in the House –
say, 40 seats or more – would almost certainly
mean that enthusiasm and voter turnout
among Democrats were so great that all the
close races would break their way and the Senate
would flip too. A wave election lifts all boats:
Races that seemed all but lost become victories.
As the year has gone on, the blue wave has
seemed more and more plausible. Less so in
the Senate than in the House, but consider
those three retiring Republican senators. Each
represents a Republican state – Tennessee,

The mischief that can be done during a
standoff between the executive and legislative
branches is hard to calculate. But it’s enough,
certainly, to paralyze whatever reforms are
being enacted in agencies and departments
under the Trump administration. We’ve
seen it happen before. Bill Clinton arrived
in Washington in 1993 with a Democratic
Senate and House, and when both chambers
fell into Republican hands in the next offyear election, the agenda that Clinton had
campaigned on – an energy tax, nationalized
health care – was as dead as the dodo.

MADNESS

38 Republicans decided not to run again
this year. Professional prognosticators like
the Cook Political Report or Larry Sabato’s
Crystal Ball think that more than 60
Republican House seats are in serious danger
of flipping from red to blue. Democrats only
need to flip 23 to make a majority. According
to Gallup, the party of a president whose
approval rating sits below 50% loses an average
of 36 House seats in an off-year election. [Keep
reading for a few crucial races to watch.]
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Democrats will not be any nicer.
But before Republicans leap out the window,
they might want to consider what happened
next. In response to his rebuke at the ballot
box, Clinton famously moved to the political
center, and while painting his opponents as
right-wing terrorists in public, he quietly
worked with congressional Republicans to
lower the capital gains tax, reduce the rate of
growth in government spending, and balance
the budget for the first time in more than 30
years.
I doubt Donald Trump is capable of the
same cunning and political dexterity that
was second-nature to Bill Clinton, and I’m
pretty sure Pelosi and Schumer, with a leftwing caucus burbling beneath them, won’t get
away with the kind of moderate maneuvering
shown by congressional leaders circa 1995.
But it would be a happy ending to a wildly
unpredictable election on November 6.
Of course, Trump won’t forget that for all
Clinton’s successes with an opposition Congress,
the Republicans impeached him anyway...
An electoral wave may first appear like the
storm that descended on Elijah and Ahab:
a cloud no bigger than a man’s hand rising
from the sea. Political scientists have been
busy building statistical models that consume
raw numbers on one end – polls, economic
data, demographics – and then spit out a
prediction on the other. Nearly all show the
Democrats taking the House with a relatively
slim majority. Most show the Republicans
keeping the Senate and gaining a seat or two
or three in the bargain. Here are a few key
races to watch as the election day approaches.
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SENATE RACES
TO WATCH
Texas
The incumbent Republican Ted Cruz
faces a two-term Democratic congressman
improbably named Beto O’Rourke. (In
college he was content to call himself “Rob.”)
Democrats and their allies in the political press
corps have been predicting for several elections
now that deep red Texas is about to become
Democratic, even though it has voted for
Republicans in every gubernatorial, Senate,
and presidential race for 25 years. The last
telegenic Texas Democrat who was supposed to
pull off this magical transformation from red
to blue was a feminist icon and state senator
named Wendy Davis in 2014. Well-funded
and boosted by an adoring press, she ran for
governor and lost to her Republican opponent,
Greg Abbott, by 20 points.
The extremely popular Abbott is on the ballot
again this year, and Republicans hope his
big lead will spill over to help the much less
popular Cruz. O’Rourke has lots of campaign
money to spend on identifying and exploiting
previously neglected pockets of liberal voters,
and he is drawing large, enthusiastic crowds.
His press coverage is as giddy as Davis’ was.
The Republican leads in every poll but almost
always within the margin of error, too close
for Cruz’s comfort. If Texas does finally send
a Democrat to the Senate, it will be a cruel
irony. The trending liberalism of the state
reflects an influx of millennials, the most
statist age cohort in the country, who are

drawn by jobs created under the conservative
economic policies they oppose.

Republican Bob Corker, who declined to
run for a third term, exemplifies a moderate
conservatism that has been popular in
Tennessee at least since the days of the
legendary Howard Baker. Lamar Alexander,
Corker’s partner in the Senate, is in the same
mold. Marsha Blackburn is not.
Blackburn, who has represented central
Tennessee in Congress for 15 years, won a
contentious GOP primary this summer to
face the former governor Phil Bredesen, a
mild-mannered Democrat, for Corker’s seat.
Blackburn’s more robust and ideological
conservatism may be a better fit for Tennessee
in the age of Trump, who carried the state
by 26 points two years ago. That’s why polls
showing a dead heat deep into September has
Republicans worried about a race they should
win easily.
But Bredesen, at 74, is the strongest candidate
the Democrats could hope to run this year. If
you see Bredesen pulling ahead in the polls as
November approaches, reach for the floaties.
A wave is on the way.

Indiana
In a state Trump carried by nearly 20 points,
Democratic incumbent Joe Donnelly
looks like a fluke. And he is. Long-serving
establishment Republican Richard Lugar
lost the 2012 GOP primary to a tea party
candidate, Richard Mourdock, who went
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Tennessee

on to prove himself, like so many tea party
favorites in the early part of this decade,
a comically inept candidate. (Remember
Delaware’s Christine O’Donnell, who lost
an easy race despite announcing, “I’m not a
witch.”) Not even the Hoosier state’s deep
reservoirs of Republican sentiment could
save Mourdock. And Mr. Donnelly went to
Washington.

There, to everyone’s surprise, he earned
lots of goodwill with the folks back home.
Donnelly has bucked his party leadership
and even sided with Trump on key votes on
immigration and regulatory rollbacks. He
started the summer with a healthy lead over
his opponent, a businessman named Mike
Braun, but the race has since tightened. If
Braun passes Donnelly and pulls ahead, it will
suggest that the rumors of a wave have been
greatly exaggerated.

HOUSE RACES
TO WATCH
Twenty-five congressional districts
represented by Republicans voted for Hillary
Clinton in 2016, and only 13 districts
held by Democrats went for Trump. The
realclearpolitics.com average of national
generic polls – asking voters whether they
are more likely to vote for an unnamed
Republican or Democrat – gave the
Democrats an edge of 8 points at the end
of September. Combined with the drag of
Trump’s unpopularity, that’s a big enough
spread to strike terror into the heart of any
swing district Republican.
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Virginia’s 10th District

Portions of the 10th District of Virginia
stretch from the banks of the Potomac all the
way west through the Shenandoah Valley to
the West Virginia state line, encompassing
a patchwork of federal employees, wellheeled suburban professionals, horse farmers,
first - and second-generation immigrants,
and working-class whites. Since the district
was drawn nearly 70 years ago, it’s been in
Republican hands for all but three congressional
terms. That may be about to change.
The incumbent is Barbara Comstock, a
former congressional aide who since her
election in 2014 has tried a balancing act
worthy of the Flying Wallendas. While the
district, like Virginia itself, has been trending
steadily blue, Comstock managed a close
reelection victory in 2016 even as Hillary
Clinton won the district by 10 points. Trump
is unpopular here and Comstock has tried to
keep her distance – opposing him especially
on issues dear to her constituents, such as a
proposed wage freeze for federal workers.
Her opponent is State Senator Jennifer
Wexton. She’s hit Comstock, a NRA favorite,
on gun control and social issues. Comstock
presents herself as a sensible, right-leaning
pragmatist. Her newly conceived catchphrase
is “Results not Resistance.” She boasts of
her vote against the Republican leadership’s
failed repeal of Obamacare, but also of her
support for Trump’s tax bill, which killed the
individual mandate and most likely doomed
former President Barack Obama’s signature
accomplishment.
But in this sprawling district, Trump is taking
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Comstock presents herself
as a sensible, right-leaning
pragmatist. Her newly
conceived catchphrase is
“Results not Resistance.”
a back seat – if you’ll forgive me – to local
transportation issues, especially funding
for the local Metro system and a sputtering
Dulles Airport. The only nonpartisan poll,
from this summer, shows Wexton with a near
double-digit lead. Given Comstock’s political
skill, nobody doubts that this race, like most
races, will tighten. But even the Wallendas fell
off the wire once in a while.

California’s 39th District
There are still patches of red in blue-as-thesky California. Of the state’s 53 congressional
seats, 14 are Republican. Several of these
are in or around Orange County, artifacts
from the days when Reagan Republicanism
dominated the state. The 39th District
captures California’s demographic changes
well: Once home to mostly white workers
from the vanished aerospace industry, today
it’s a “majority minority,” though the precise
ethnic mix might make a difference. Twothirds of residents are either Hispanic or Asian.
Ed Royce, chairman of the House Foreign
Affairs Committee and a pillar of House
Republicans, announced his retirement
this year after holding the seat for 26 years.
Korean-born Young Kim worked for Royce
for 20 years before being elected to the state
assembly. She faces a Frito Lay employee

While Young talks taxes and education,
Cisneros talks Trump and immigration.
Historically Asians, especially Young’s fellow
Korean Americans, have taken a harder line
on immigration than Hispanics, which may
work to the benefit of Young, who stresses
border security. Cisneros, like Trump, boasts
that he’s not a politician, though he’s been
delighted to accept cash and endorsements
from the Democratic establishment,
including President Obama, who starred in a
boisterous Cisneros rally this summer. A poll
in mid-September showed the race within
the margin of error and most analysts rate it
a toss-up. Even if Republican Kim wins, the
longer-range question for the changing 39th
is whether she’s the last of a dying breed.

Illinois’ 6th District
Trump lost the 6th District of Illinois,
covering the west and northwest Chicago
suburbs, by 10 points. Somehow the
incumbent Republican congressman, Peter
Roskam, won re-election by nearly 20. But
the margin of Trump’s loss was enough
to raise the hope of Democrats, who are
now treating Roskam as one of their most
vulnerable Republican targets. Analysts
uniformly rate the race a toss-up.
Roskam is a four-term veteran of Congress
and one of the architects of Trump’s tax bill.
His opponent, Sean Casten, a “green energy”

entrepreneur, has made opposition to the bill
a centerpiece of his campaign. It’s probably
good strategy in a high-tax state that may
suffer under the bill’s change in state and
local tax deductions. Casten has also made
the mistake (for politicians, as for everyone)
of using Twitter. Citing the need for civility
in politics, the mild-mannered Roskam has
happily quoted some of Casten’s intemperate
emissions, comparing Trump to Osama bin
Laden, for example, and the White House
staff to Nazis.
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turned philanthropist, Gil Cisneros, who was
a registered Republican until 2008. Two years
later he won $266 million in the state lottery.
Experts differ on whether the two events
are connected.

In the “Land of Lincoln” the party of
Lincoln is a limp and ineffectual thing,
but the Democratic majority in the state
legislature isn’t much more popular. Roskam
runs ads linking to Casten to Michael
Madigan, the hugely unpopular speaker
of the Illinois House of Representatives,
implying Casten will favor the same hightax, low-service model of governance that
has made Illinois a fiscal basket case. Casten
counters with accusations of Republican fiscal
irresponsibility in Washington. Both are right
but only one can win. Going into October,
polls showed the race too close to call.
Andrew Ferguson
is the author of several
books, including
Crazy U: One Dad’s
Crash Course on
Getting His Kid Into
College. He is a
former speechwriter
for President George
H. W. Bush and a current
senior editor at The Weekly
Standard.
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y good friend and intellectual mentor,
Doug Casey, recently shared the five
reasons why he doesn’t vote.

He typically republishes these thoughts every
election cycle. Perhaps you’ve seen them
before.

AND
SHOUL YOU
D
EITHE N’T
R

By Porter
Stansberry

While I agree with Doug in principle... I have
a wholly different rationale for not voting.
Given the upcoming midterm election, I
thought I’d tell you about it.
The reason I don’t vote (and you shouldn’t
either) is...
Our current system of governance is
nothing more than tyranny, and it’s on
track to destroy our country.
Like Doug says, asking me to vote is like four
wolves sitting around the table asking the
sheep what he’d like for dinner. It certainly
doesn’t matter what the sheep says. Asking me
to participate in this charade won’t bring it any
legitimacy – it will only make me a party to the
fraud. Asking me to vote is like asking a free
man to put himself willingly into bondage. It’s
insulting.
And when I say that my vote doesn’t count, I
don’t mean no one will count it. I mean that,
given the structure of our tax laws, there’s no
way my voice will possibly matter.

CLICK
HERE

TO READ
THE WEB
VERSION
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the Supreme Court has specifically ruled that
the Bill of Rights doesn’t apply to revenue
matters. (See Lehnhausen v. Lake Shore Auto
Parts Co... a 9-0 decision.)

The 14th Amendment supposedly protects
me against this kind of inequity. It promises
me the “equal protection” of the laws and
says the state can’t deprive me of my property
without due process. But the last time there
was a dispute about my taxes, the state seized
every penny of my assets it could find. It took
my checking account and my brokerage account
without even bothering to tell me. It moved to
put a lien on my house. I found out what was
happening via a letter from Bank of America.

I understand no one will feel sorry for me.
The vast majority of folks will continue to
vote. And what they’ll vote for is more and
more of my wallet. They are the proverbial
wolves. And I am the proverbial sheep. When
the sheep complains, the wolves just laugh.
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I currently spend about 50 times more on
federal taxes than the median taxpayer. I pay a
rate of federal tax that’s more than double the
average rate.

The IRS offered me no due process – it didn’t
even notify me. (By the way, the matter was
resolved after about six months. Turns out
the state owed me $2,000 in refunds. They
declined to pay me, citing the statute of
limitations. True story.)
And I certainly enjoy no equal protection.
Just look at the rate and amount I pay
compared with more than 90% of other
people in this country.
It is impossible for me to peacefully object to
this kind of tyranny. Even if I were to give up
my citizenship and leave the country, I would
be forced to pay an exit tax that’s roughly
equal to the death tax my heirs will be forced
to pay on my estate. These are the same kinds
of laws, by the way, that kept a generation
of people locked behind the Iron Curtain.
Leaving meant giving up all of your wealth.
I can’t possibly vote my way out of this
situation. I can’t peacefully object. I can’t exit.
Nor can I petition the courts for redress, as
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That’s fine with me... I will get the last laugh.

This system will eventually
destroy our country, just
as abuses like these
have destroyed every
democracy in history.
You see, this system will inevitably lead
to more and more government, higher
and higher taxes, and bigger and bigger
deficits. This system will eventually destroy
our country, just as abuses like these have
destroyed every democracy in history.
Along the way, with a very small intellectual
advantage, I will earn far more from various
non-reported speculations (gold, silver,
foreign real estate, etc.) than the government
will be able to tax. The sheep may be shorn...
But he will not be eaten. The wolves,
meanwhile, will soon be feeding on each other.
This kind of progressive tax structure, where a
tiny fraction of the population pays for essentially
all of the government’s spending, creates the
illusion that the government and its services
are free. Our system is a lie. The lie is that you
can live at the expense of your neighbor.

Yes, it sure seems true right now. Today, about
10% of the population pays for roughly 75%
of all income taxes. Looks like everything is
working out the way the voters want. They
want more government services... They want
free “Obama phones”... and EBT cards that
can purchase luxury items and booze... and
discounted housing... and cheap mortgages...
and free education... and free health care...
They want it all. And they will vote for it
every time. More and more.
By 2011, 49.1% of American households
received some form of direct benefits from the
federal government. As a result, more than half
of Americans now receive more benefits from
the federal government than they pay in taxes.

First... even though the mob can clearly vote
itself whatever tax structure it wants... the tax
burden is now painful enough to seriously
harm the economy. That is, even though the
political feedback loop is broken (the majority
of voters don’t have to pay the taxes, so
there’s nothing to stop them), the economic
feedback loop can’t be subverted. So the
government has begun borrowing enormous
amounts in order to satisfy the demands of
the mob. Specifically, the federal government
is now spending about $4.4 trillion a year.
Income taxes only raise about $2 trillion a
year. Thus, even if you doubled income taxes,
we’d still run a deficit every year.

Folks who are the recipients of this largesse
have developed sophisticated arguments to
explain why this is “fair” and “right.” But the
truth is, it doesn’t really matter what they say.
In a democracy, every argument about what’s
legal eventually comes down to the ballot box.
And there’s no way the 10% who have to pay
can compete with the 90% who don’t when it
comes to a vote.
And so... since 1960, the average federal-tax
burden per family in the U.S. has soared.
In real dollars (indexed to 2011), the tax
burden in America has gone from $11,500
per household to almost $25,000 annually.
Just ask yourself this question... How can the
median household, which earned $50,000
in 2011, afford to spend half its income on
taxes? Obviously, it can’t. And by having
sharply progressive taxation, it doesn’t have
to... at least on paper. We’ll come back to this
in a minute.

Hank Blaustein | © 2018 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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My friends... that’s pure insanity. That’s
why every time there’s a committee of one
kind or another that’s tasked with solving
our government’s giant fiscal problems, it
always comes back with nothing. No one
in Washington wants to admit how much
trouble we’re in. There’s no way to fix the
system. The hole is far, far too deep.
No government can survive long when it
spends more than twice what it collects in tax
revenue. Not even when it holds the world’s
reserve currency and has the world’s most
powerful armed forces. Just ask the Romans.
Yes, I know, the feds also collect about
$225 billion in corporate taxes, but that
doesn’t change the math in any material
way. And yes, I know all about the payroll
taxes that support Medicare and Social
Security. But you can’t count those funds
against the current spending because all that
money ought to be going toward the future
obligations of those programs.
The problem is that our political process
– where the masses are allowed to vote
themselves nearly unlimited benefits – masks
the underlying economics. While any given
individual might not have to suffer these
burdens, everyone lives within the same
economic sphere. We, as a nation, have a
limited amount of economic power. We have
a limited amount of opportunity. We have a
limited amount of credit (believe it or not).
And right now, the government is taking up
a huge amount of these economic assets, an
amount that can’t possibly be sustained.
Spending $4.4 billion a year comes out to
about $40,000 per household in the U.S.
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In other words, if we all paid equally for the
burden of government on a per-household
basis, the average household would owe the
government nearly 100% of what it brings in.
Obviously, if everyone had to pay these
taxes... if everyone had to share equally in the
burden of the government... then none of
this spending would have happened. None
of these debts would have accrued. And we
would have never ended up in this position.
Politics masks these costs for the individual,
who believes he won’t have to pay. He thinks
he can simply vote... and make people like me
pay. But what he doesn’t understand – and
never will – is that the politics can’t change
economics.
Our economy can’t afford our government.
Our economy can’t afford these debts – or even
the debt service at any legitimate interest rate.
At some point very soon, this economic
reality will overwhelm the political charade.
That’s why I don’t vote.

Porter Stansberry founded Stansberry
Research in 1999 working on a borrowed
computer at his kitchen table. Since then,
he has built the firm’s flagship newsletter,
Stansberry’s Investment Advisory, into
one of the industry’s most widely read
publications. Today, Porter is well-known
for doing some of the most important
– and often controversial – work in the
financial advisory business.

Your bank doesn’t want you to know about THIS new passive income
investment...
There’s a new passive income investment we’re blowing the lid off of today.
They come from something We call “D1-z Investments.”
Your bank certainly doesn’t want you to know about them.
In fact, hidden in their recent 10-K filing...
The Bank of America warned their shareholders their stock could go down
because...
“Clients may choose to conduct business with other market participants
who offer [these D1-z Investments].”

Banks just can’t compete with the payout rates many of these can produce.
While nothing in the market is guaranteed... there are exceptional gains
available.
In fact, some of these “D1-z Income Streams” have what might be the highest
payout rates in world history.
And that’s just a bonus, as these investments rocket up in value.
In fact, $50 into one of the top “D1-z Investments” would have turned into ...
As much as $44,740.
Exposé Online Now >>
(Limited time engagement.)
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A PROFILE OF ALEXANDRIA OCASIO-CORTEZ

THE VOICE
OF A
GENERATION
THAT DOESN’T
KNOW WHAT
IT WANTS
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When Alexandria Ocasio-Cortez defeated 10-term incumbent Joe Crowley by 15
points this June, she gave Washington’s insider class a new folk hero.
Crowley was now an all-of-a-sudden former
Bronx-Queens congressman, former chairman
of his caucus, and former presumed successor
to Nancy Pelosi. When he and his electric
guitar took the stage as the “surprise guest”
at Politico Playbook’s summer bash after his
loss, some wondered: Is this what awaits fallen
Democrats of the old order? Welcomed home
to the bosom of the Beltway, something of a
wounded soldier but mostly a clown?
The woman who cut Crowley down to size
is a new breed of hero herself. But for a very
different set.

Ocasio-Cortez, at 28, is an age-appropriate
By Alice
symbolic leader for the sub-millennial
generation of self-styled socialist-sympathizers B. Lloyd
who’d held out hope for a Bernie Sanders
presidency. Sanders was robbed, they
believe, and it’s guys like Crowley who bear
the blame. She’ll run virtually unopposed
in November. (Her Republican opponent
Anthony Pappas has said he is “realistic”
about his chances in the heavily Democratic
CLICK
district.)
HERE
Before long, she’ll be another socialist voting
with the Democrats on Capitol Hill.

TO READ
THE WEB
VERSION
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Like many who’ve “felt the Bern,” she calls
herself a Democratic Socialist without
knowing what it means. She claimed during
a country-crossing jaunt in August to have
enjoyed “examples of Democratic Socialism,”
but listed Acadia National Park, a co-op
general store, a worker-owned business, and a
Planned Parenthood outpost... none of which
has the least bit to do with her platform of
Medicare for all, free college, a $15 minimum
wage, and a federal jobs guarantee.

[She} has more
in common
with the
Sanders youth
than with the
septuagenarian
senator they
idolize.
This summer, a Gallup survey of Democrats
found 57% view socialism favorably. Last
year, 69% of Americans polled with a
multiple-choice question by the Victims of
Communism Memorial Foundation could
not define communism. Whatever it is, it
polls highest among Millennials, more than
half of whom believe the U.S. economy works
against them and that they’d be better off in a
socialist country.
Ocasio-Cortez belongs to the Democratic
Socialists of America, a group rooted in Eugene
46
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V. Debs’ Socialist Party. But true to generational
form, she isn’t a stickler about labels. She
said in an early interview that her political
individuation has been “more about action
than about words or descriptions or -isms.”
Her father, an architect, was “born in
the South Bronx while the Bronx was
burning,” and her mother, who worked as a
housekeeper, “was born in poverty in Puerto
Rico,” she said in a Vogue magazine interview
published the day before her big win. She
majored in economics and international
relations at Boston University and headed
the school’s Latin-American affinity group.
As a teenager, she interned for Ted Kennedy,
and she was later a community organizer for
Sanders’ 2016 presidential campaign. That
is, when she wasn’t tending bar to make ends
meet – a resume detail Sanders appreciates.
“Last year, she was a bartender! Now she’s
practically a congresswoman-elect!” Sanders
cheerfully grumbled the day after her primary
at a party for his senior-most staffer, Jeff
Weaver, who was promoting his memoir of
their 32 years together.
This summer, Ocasio-Cortez upstaged more
top-billing names at events across the nation.
At a rally for New York attorney general
candidate Zephyr Teachout at SUNY New
Paltz, Ocasio-Cortez received the first and
loudest standing ovation. Her team tried
not to steal Teachout’s thunder. “We’re
letting them steer this one,” Ocasio-Cortez’s
communications director Corbin Trent
told me, sotto voce, stageside in New Paltz.
Progressive candidates weren’t altogether
thrilled with the amount of attention
Ocasio-Cortez – or, as Trent calls her in

Photograph by Corey Torpie.

But Ocasio-Cortez, soon to be the youngest
woman ever elected to Congress, has more in
common with the Sanders youth than with
the septuagenarian senator they idolize.
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an establishmentarian flourish reminiscent
of Hillary Clinton’s monogram, “AOC” –
siphoned from their campaigns. But the thrill
of her win almost doubled donations to the
mutually endorsed candidates, all fellow heirs
to Sanders’ presidential campaign. In a closeddoor rap session with reporters after the rally,
she let Teachout take most of the questions.
But it was Ocasio-Cortez the students were
waiting outside the door to see.
In brown sandals, black jeans, and a cropped
khaki blazer over a Zephyr Teachout T-shirt, she
greeted selfie-wishers like they were old friends.
And it felt that way to the students, too.
One, Jessica Meneses, who also hails from the
Bronx, described her preference for OcasioCortez as a kind of hometown simpatico. “In
terms of policy, I have to learn more about
her,” she said, “But I know where she comes
from, and I know she gets the struggle.”
Meneses registered to vote in New Paltz after
the school year started in late August, so she
can’t vote for Ocasio-Cortez as she’d hoped.
She’s not alone in her disappointment. For
many at the rally, the star power of OcasioCortez renewed their interest in politics,
which had been waning since Sanders lost the
2016 nomination.
Socialism-curious cynic Alex Martino, a
SUNY student who hung around after the
rally with a friend from the campus chapter
of the International Socialist Organization,
still resents the Democratic establishment
for what they did to Sanders. “Her ideas,
especially that a movement is bigger than
policy or politics, are right. But I’m cynical,”
Martino said, adding that he “wouldn’t

be surprised” to see an outsider candidate
like Ocasio-Cortez accommodate herself
to corporate centrism now that she’s tasted
power and fame. “At least she still calls herself
a socialist.”
Beating Crowley catapulted Ocasio-Cortez to
international fame unseen since Sanders. And
progressive Democrats have needed her on the
trail, which took her to Delaware, Michigan,
and San Francisco before she headed back
home to the outer boroughs. “I’ve only been
out of the district 11 days in three months,”
she told me after the rally, perceptibly losing
patience while Trent and the team still smiled
along. “Those are the days the media likes to
focus on,” she added, turning the critique
back on me and my overly-critical ilk.
As we in the press like to point out, she has
in recent history struggled with irrefutable
facts...
One recent stumble was the status of Puerto
Rico’s sovereignty – she called it “a colony of
the U.S.,” then backtracked in a campaign
e-mail. Days before, she’d struggled to answer
a question posed by CNN’s Jake Tapper –
namely, how she would pay for the estimated
$40 trillion cost of 10 years’ worth of
Medicare for all, guaranteed jobs, government
housing, and free college. She couldn’t say.
She hasn’t said yet whether she’s met with
Pelosi since her big win, or to what extent
she’ll challenge the California Democrat, a
powerful fundraiser who’s unpopular with her
party’s far-left wing. Ocasio-Cortez wouldn’t
be wise to cross Pelosi if she wants to have any
influence as a freshman congresswoman, New
York-based Democratic consultant Morgan
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Hook pointed out in a recent interview.
“Her primary victory was huge because of
who she beat,” he said. “But when she gets to
Congress, she’s going to be buried – whether
she’s in the majority or not.” If OcasioCortez has made peace with Pelosi, she hasn’t
publicized it...
“Everybody [has reached out],” was all
she would say up in New Paltz. “I was not
expecting this reaction to the race.” When I
asked for names, she repeated, “Like, literally,
everybody.”
Crazy as it’s been, she spared the time to
pose for a photo outside the popular Lower
East Side diner Coffee Shop, where she used
to waitress. The owner had announced its
imminent closing, telling the New York Post
that the rising minimum wage was to blame.
Ocasio-Cortez and
friend bid farewell
to the eatery with
an Twitter tribute
to the good times
they’d shared,
toiling for tips
at a trendy dive.
In the photo,
she’s balanced
piggyback-style
on her friend’s
shoulders,
laughing while a
frowning busboy
refills water glasses
in the background.
He’s out of a job,
because of the
anti-business wave
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of progressive policies sweeping New York
City under Mayor Bill de Blasio – the same
wave Ocasio-Cortez is riding to Congress.
On the subject of “economic justice,” a
key plank of her appeal to the progressive
base, Ocasio-Cortez has made some
strange misstatements. “Unemployment
is low because everyone has two jobs.
Unemployment is low because people are
working 60, 70, 80 hours a week and can
barely feed their family,” she claimed in a
mid-July interview with PBS’s Firing Line.
Her supporters’ enthusiasm doesn’t depend
on the documented consequences of her
professed ideology. Venezuelan socialism,
the closest example, led to deprivation and
dictatorship. Nor does the support hinge on
her grasp of the facts.
“You can tell she’s sincere,” New Paltz
sophomore Lora Morales observed, when I
asked what she likes about Ocasio-Cortez’s
campaign. “Plus, she’s so cute,” Morales’
friend Kailey Strafford, also a sophomore,
agreed. “I thought it was exciting when he
lost,” Strafford said of Joe Crowley. “And she’s
young,” added Morales, who is 19 and voted
for the first time this year.
Ocasio-Cortez’s defeat of Crowley, and her
youthful energy, have made higher office look
less remote to these 19-year-olds – and voting
more appealing. They were among those
disappointed to find out that having registered
to vote in New Paltz meant that they wouldn’t
get cast their ballots for Ocasio-Cortez. The
progressive organizers roaming campus with
clipboards and registration cards might be
taking advantage of these students’ OcasioCortez fever, the three of us considered.

A PROFILE OF ALEXANDRIA OCASIO-CORTEZ
But that’s all part of the strategy OcasioCortez described during her pump-up
introduction of Teachout...
“We bring the energy, and they show us
the way,” she said in a speech about young
people’s role in political activism, which
helped no one forget how young OcasioCortez is compared to Teachout, a law
professor and longshot attorney general
candidate who – at 46, and seven months
pregnant – was the resident grownup in the
student union.
At an event in Brooklyn the following day, the
full slate of New York’s Democratic Socialist
candidates shared the stage. Most would
soon lose their primaries. But Ocasio-Cortez
and her win injected the scene with a sense
of possibility. When a supporter shouted, “I
love you!” she replied, popstar-style, “I love
you too!” As the lead-in to her speech, she
translated the vaguely revolutionary refrain
of the Latin American song Teachout and
Cynthia Nixon had been dancing to when
I’d arrived minutes before. At one point, the
candidates sang a groovy rendition of “Happy
Birthday” for Sanders, who was turning 77
and whose super PAC supported several of
their campaigns. Ocasio-Cortez slipped away
after addressing the crowd – “probably to
canvass,” an event staffer told me. It helps,
when you’re knocking on Brooklynites’ doors
to talk up a socialist state senate candidate, to
have a certain celebrity sheen. And OcasioCortez’s star appeal is such that Sephora sold
out of the shade of lipstick she wears within
24 hours of her beating Crowley.
Plus, Ocasio-Cortez’s knowledge gaps
and her resilience after mainstream media

types criticize her – like CNN’s Tapper, the
Washington Post’s Glenn Kessler, and the
folks at PolitiFact who’ve graded her public
statements “false” or “pants on fire” three
times – betray a brassiness that the 18-to25s seem to appreciate. Supporters take her
seriously, if not literally, to borrow a phrase.

Her point, in other words,
transcended truth.
One I met this summer, 19-year-old Esther
Joseph, summed it up. When I asked whether
she thinks inexperience and limited expertise
ought to matter, Joseph recalled, “She was
on one of the late-night shows, and she was
talking about the budget and what we could
do about it.” Ocasio-Cortez misunderstood
the entire $700 billion defense budget for
2018 to be the amount of last year’s military
spending increase in a July interview with the
Daily Show, after which, “Fox News came at
her, She’s so wrong! And I was like, Yeah, but
she has a point.”
Her point, in other words, transcended truth.
And indeed, as President Donald Trump
has proven, to topple the establishment – to
reduce them, in so doing, to Crowley-esque
caricatures of their former selves – you don’t
need truth. You only need a core of supporters
who are convinced they know what you
mean, even when it’s all made up.

Alice B. Lloyd is a staff writer at The
Weekly Standard.
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Aaron Woodrum knew he couldn’t
afford a car... but he didn’t have a
choice.
He had finally landed a job... But living
outside of sprawling Indianapolis, a car was
practically a necessity to get to and from
work. Woodrum had been unemployed
By Bill
for several months. As a result, he’d gotten
McGilton
and Porter behind on his bills and his credit score had
Stansberry fallen. He needed a car to be able to keep the
new job.
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Woodrum saw an ad online that offered auto
financing to people with poor credit. So he
filled out the form. In short order, a car dealer
contacted him.
Using $4,000 of his savings as a down payment,
he purchased a 2009 Dodge Ram 1500
pickup truck. The vehicle was six years old
with 66,000 miles and was selling for $21,000.
After adding on a service contract for $2,500,
Woodrum was offered a loan at a 25% annual
interest rate, or $573 per month for six years.

The lender offered Woodrum various options
to catch up, but the payments came to $750 a
month including insurance.
Over time, those payments became out of his
reach.
Eventually, Woodrum fell so far behind
that the lender had to repossess the truck.
Automotive industry website Jalopnik
detailed Woodrum’s plight.

These
stories
are tragic
for the
exact
reason
that
they are
common.

You’ve likely heard these stories before. The
everyone-qualifies “liar” loans like these echo
the bad mortgages of the housing crisis...
Welcome to the business of extending
subprime auto loans to people for cars they
can’t afford.
These stories are tragic for the exact reason
that they are common. People need cars.
Whether it’s because they need to get to
work or because they need to transport their
children, Americans need automobiles. The
farther people live from heavily urban areas,
the more transportation becomes an issue.

The payments over six years totaled $45,000 –
double the truck’s original price.
Though the payments were high, Woodrum
needed a job... and a car. He thought he
would find a way to make it work... So he
signed the loan agreement.
The dealer didn’t seem concerned.
You can guess what happened next...
Within a few years, he ran into trouble
making his payments.

So when people want to buy a car – even if
their credit is subprime – they often stretch
and purchase something they really can’t
afford.
The past 10 years or so have been a perfect
environment for these kinds of slippery loans.
And it’s not just auto lending...
In the past decade, students (most of whom
have virtually no income) have racked up
enormous debts, which currently total about
$1.5 trillion. Incredibly, that’s what our entire
federal government owed a little more than
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The poor
– and
especially
the young
and poor
in our
country
– have
no hope
of being
able to
afford the
American
dream
anymore.

30 years ago. Virtually all of this money was
borrowed in only the last 10 years.
A lot of it is not even being used to pay for
school, but for students to pay for virtually
everything in their lives.
And these debts have ballooned to absurd
amounts. The number of students with debts
totaling more than $100,000 has quadrupled
in the last 10 years.
And then there’s consumer debt...
U.S. consumers owe more than $1 trillion on
their credit cards. These debts carry interest
rates as high as 28% annually.
It’s gotten so bad, 73% of Americans now die
in debt... leaving behind an average total of
more than $60,000.
If you look carefully at the debt statistics of
the United States, you’ll discover a terrifying
change over the last 20 years or so.
The poor – and especially the young and poor
in our country – have no hope of being able
to afford the American dream anymore.
Not when the average college debt is more
than $35,000 per student. Not when the
average American family owes nearly $9,000
in credit-card debt. Not when the average
family with debt owes more than $137,000.
Not when the median price of all the homes
listed for sale in America today is over
$200,000.
Here’s what’s critical to understand: This kind
of debt burden for the poorest Americans is
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new. The debt load for the poorest 20% of
Americans is up nearly 300% in the past 20
years.
Debts of this magnitude cannot be financed
normally. Remember, debts that can’t be paid
won’t be paid. In other words: It’s not just the
size of Americans’ debts that’s the problem. It’s
who owes the money that’s the bigger concern.
When the rich – a tiny percentage of the
population – get in trouble with debt, it’s an
economic problem. But when the poor and
middle class get in trouble with debt – a huge
percentage of the population – it’s a political
problem.
What happens when the least educated, least
“vested,” members of society make up the
largest demographic block... and have the
largest debts (relative to income) with zero
ability to pay back these debts or discharge
them through bankruptcy?
Forty-four million people carry a student
loan. Most of them can’t afford these loans.
Nor can they default. They can’t restructure.
They’re stuck – many with $100,000 loans
that absorb more than 100% of their
disposable income.
According to a report from the Federal
Reserve Board, most of the voting households
in our country can’t handle a $400 emergency.
Millions and millions of them have a debt
burden they can’t afford... a ballooning debt
that has no political affiliation.
And big, expensive “solutions” to this
problem will play a major role in the coming
2020 presidential election.

I

t seems clear from the headlines that
America’s political “Progressives” are
making gains...

By P.J.
O’Rourke

A Wave of Progressive Candidates Could
Reshape the Democratic Party

The Atlantic, August 9, 2018
Inside the Progressive Movement
Roiling the Democratic Party

Reuters, August 23, 2018
Progressives Will Lead Democrats in
Some of 2018’s Biggest Contests

HuffPost, August 29, 2018
State Governor Races Show Democrats
Are Sliding Toward Progressivism

Business Insider, August 29, 2018
Democrats Embrace Liberal Insurgents,
Demanding New Face for Party

New York Times, September 8, 2018

And maybe “Progressives” are making gains.
We’ll see on November 6. But meanwhile,
they’re certainly making noise...
• Medicare for all
• Abolish ICE
• “Fight for $15” minimum wage
• Free college
• Impeach Trump
• Etc., etc.
But what do Progressives... or Democratic
Socialists... or Leftists... or the “Woke”... or
whatever you want to call them... really want?
I’ll put it in a riddle. Here’s a list of things
that have nothing in common. What do they
have in common?
• Weather
• “My son the doctor”
• Unsupervised teens with beer
• How much money Jeff Bezos has
• Professional sports

WHAT DO
PROGRESSIVES
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REALLY WANT?
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• Lawn care
• Toyota Priuses
• Little House on the Prairie
• Babysitting
• Cake decoration
• Grade-school grades
• Statues in the park
• Rude language
• Watching House of Cards reruns
• The price of tea in China
Answer: Progressives have – in one way or
another – politicized them all.
Progressive candidates claim to have a
platform addressing social and economic
issues – a platform to create a more just, fair,
and equitable America.
Which is a nice thought...
But the Progressive platform is really to
create a more political America... to create
an America where everything, no matter
how intimate and private, is decided by the
political process.
“The Personal Is the Political” has been a
leftist slogan for 50 years.
Why would anyone want that as a slogan?
The idea is completely totalitarian. But the
completeness, the totalness of the idea – the
“inclusiveness,” as Progressives would say – is
the point. When politics encompasses not only
public life but private life as well, then there’s
a lot more politics... politics without end.
And Progressives think they can control
politics in a way they can’t control private
enterprise or private opinion. Everything
must be made public in order for everything
56
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to be made political.
Progressives are more interested in controlling
politics itself than they are in any of the
political issues they put forth. This is obvious
from the way Progressives behave.
When Progressives, with their failed socialism,
are thrown out the door of free market
economics, they come climbing back over the
transom of wealth distribution. Pitch them
out the window of equal opportunity, and
they’ll crawl down the chimney of climate
change. Send them up the flue of scientific
rationalism, and they’ll shinny onto the
porch roof of racial discrimination. Drop
them off the airing deck of equality-beforethe-law, and they’ll burrow into the cellar of
gender inequality. And after you flush them
down that basement drain, they’ll figure out
some other way to get into your national
household.
Any issue will do, so long as it can be made
into a political issue.
But why are Progressives so interested in
controlling politics?
There are two reasons. The first is selfish
greed.
“Selfishly greedy” is what the Progressives are
always condemning the rest of us for being.
But there are all kinds of greed. We not-soprogressives are mostly greedy for money. We
may be slightly embarrassed by this. When
asked “What would make you happy?” we
think we’re supposed to answer, “Peace, love,
and understanding,” not, “More money.”
But in fact, money is morally neutral. Money

can be used to do good – funding charities
to promote peace, love, and understanding.
Money can be used to do bad – funding
charities to promote peace, love, and
understanding that are actually fronts for
Kremlin Internet hackers. Or money can just
be frittered away, farting through silk and
going to the bathroom in high cotton.
The Progressives aren’t greedy for money.
They’re greedy for power.
Greed for power is another matter. Of course,
power can be used to do good too. The way
the power of the Free World defeated the
Commies in the Cold War, for example.
Except these greedy-for-power Progressives
sort of are Commies. Well, not really. Let’s
not overstate the case. But if “The Personal Is
the Political” is anything to go by, Progressives
have some worrisome communalist and
collectivist tendencies.
And there’s the problem that power is zerosum, which money is not. If you have more
money than I do, that doesn’t stop me from
getting more money. In fact, it might even
help. But if you have more power than I do...
I’m screwed.
There’s only so much power. When you have
power, it doesn’t matter how much money I
have. I can’t buy your goods and services, I
have to plead and beg for them.
The desire to make people plead and beg...
that’s a truly selfish kind of greed.
The second reason that Progressives are
interested in controlling politics is the low
bar to entry. Doctors and lawyers have to pass
exams to exercise their authority. Preachers

WHAT DO
PROGRESSIVES

REALLY WANT?

and teachers must hold degrees. Policemen
attend the police academy. Soldiers, sailors,
and marines go through basic training. The
lowliest nitwit behind the wheel of a car has
to pass a driver’s license test.

The
Progressives
aren’t
greedy for
money.
They’re
greedy for
power.

All a politician has to do is shake hands
and tell lies. Oh... and do something else
that involves laying down and abandoning
all shame for campaign fundraising. (If the
personal really were the political, we’d use a
different name for it.)
Even under the best of circumstances – which
I doubt Progressives intend to provide –
making everything political is a bad idea.
Think about how we use the word “politics.”
Are “office politics” ever a good thing? When
somebody “plays politics” to get a job or
promotion, does he or she deserve it? When
we call a colleague “a real politician,” is that a
compliment?
And democracy is no guarantee against bad
political outcomes.
Imagine deciding what’s for dinner by family
secret ballot. I’ve got three kids and three
dogs in my family. We’d be having Oreos and
roadkill.
Imagine if our clothing were selected by the
majority of shoppers, which would be teenage
girls. President Trump would be conducting
cabinet meetings, signing bills into law, and
greeting foreign dignitaries with his midriff
exposed.
American Consequences
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By Peter
Byrne
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San Francisco is the epicenter of America’s rental housing crisis.
There, the median monthly rent for a onebedroom apartment is more than $3,600.
(“Median” means that half of the one-beds
cost more and half cost less.) And you can
easily fork over twice that for a nondescript
three-bedroom without parking.

MANY AMERICANS ARE BARELY
SCRAPING BY

The median rent for a one-bedroom in New
York City is nearly $2,900. Boston and
Los Angeles weigh in at $2,300. Rents in
the Heartlands, where income growth has
flattened since 2008 and rental housing is
scarce, are also increasing. Nationwide, the
median cost of a one-bedroom apartment is
more than $1,200.

Therefore, an income of $24,000 makes
monthly rent of $600 affordable. For an
income of $75,000, the affordable rent is
$1,875, which in San Francisco will get you a
single room in a shared apartment, according
to Zumper, which tracks the ups and down of
rental markets.

Around the country, incomes are not keeping up
with rising rents, as the below chart highlights.
The Pew Charitable Trusts attributes the
national increase in rental demand to the
aftermath of the 2008 recession, when
millions of homeowners suffered foreclosures.
They migrated into rental markets, reducing
supply and raising prices. Today, decent
housing is unaffordable for millions of families.

What is affordable? Federal housing guidelines
calculate affordability as paying no more that
30% of a household’s income toward rent.

The picture does not get rosier outside of
San Francisco. The Pew Charitable Trusts
calculates that 40% of America’s 43 million
renting households are “rent burdened,” i.e.,
paying more than 30% of family income for
housing. Worse, about one fifth of renter
households are paying more than half of their
earnings to landlords, which diminishes
budgets for groceries, child care, health care,
and education.
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Today, decent
housing is
unaffordable for
millions of families.
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RENT INCREASES OUTPACED
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The U.S. Senate is considering a proposal
to subsidize rent-stressed tenants with tax
credits. And California voters are poised to
strengthen rent controls in November.
Ah, rent control, the old bugaboo.
California’s Proposition 10 proposes to loosen
state-mandated restrictions on local rent
control ordinances. Special interests on both
sides have spent $50 million on broadcasting
scary soundbites based on competing theories.
According to a main Prop 10 proponent,
Coalition for Affordable Housing...
“People are tired of the false promises
of ‘build build build’ solutions to this
housing crisis that only seek to fill the
pockets of for-profit developers. Entire
communities are being wiped out while Wall
Street landlords rake in the cash – we need
to stop the bleeding first [with more rent
control] before we can do anything else.”
Opponents of Prop 10, on the other hand,
blame decades of rent control in San
Francisco, Los Angeles, Santa Cruz, and
other municipalities as the cause of the rent
explosion. According to free-market think
tank R Street Institute...

Both these campaign positions rely on what
economist Paul Krugman characterized in the
New York Times as “zombie arguments – that
is, arguments that have been proved wrong,
should be dead, but keep shambling along
because they serve a political purpose.” In
that instance, Krugman was talking about
unproveable arguments against affordable
health care, but arguments for and against
rent control are also zombified.

RENT CONTROL

What to do about the crisis?

“Rent control destroys housing markets
because it takes away the incentive
to build new apartments, reduces the
willingness of landlords to upgrade and
maintain their properties, and encourages
tenants to squat indefinitely in their
below-market units.”

ZOMBIE THEORIES OF

African-American and senior households are
the most burdened by rent, but fully one
third of all households sampled around the
country are struggling to afford the basic cost
of living, according to United Way. The most
rent-burdened families typically have less than
$400 to cover a financial emergency. They are
downwardly mobile.

Sadly, Krugman was himself chewed by a
zombie argument.
In 2000, he wrote, “The analysis of rent
control is among the best-understood issues
in all of economics.” Economists agree that
“a ceiling on rents reduces the quality and
quantity of housing.” Krugman blamed the
high rents of that time in San Francisco on
“a technology-fueled housing boom colliding
with a draconian rent-control law.” Zombie
alert! Contra Krugman, San Francisco’s
rent regulations were not (and are not)
“draconian,” nor were price controls the cause
of the shortage.
The economic argument for placing price
controls on commodities is to stabilize
hyper-inflating markets in which demand
has overtaken supply. It is a textbook error to
make emergency price controls permanent, as
that will diminish the supply.
American Consequences
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For housing markets, the assumption
is that developers are not going to be
motivated to build rental units in rentcontrolled environments. But that is not
what has occurred in San Francisco, which is
experiencing a residential construction boom,
contra the dominant theory of rent control.
Theories are useless without solid data.
There has long been a lack of empirical
information with which to test the efficacy of
rent controls. Without the ability to produce
meaningful datasets to buttress their opposing
theories about rent control, the Prop 10 battle
has become a war of zombie arguments –
and voters are left at the mercy of their own
prejudices.
Let’s dig into the intuitive argument at the
heart of the theory that rent control artificially
constricts the rental housing market.
It goes like this: In a rent-controlled market,
people hoard cheap apartments, which
freezes the rate of apartment turnover. In
an unregulated market, renters are free to
move up the housing ladder as their incomes
increase, gradually paying higher rents for
nicer places. Apartment hoarding blocks the
next person from climbing the ladder. The
resultant demand for uncontrolled units
causes those rents to skyrocket. Developers
are reluctant to build new housing in rentcontrolled markets, fearing that they will not
get a sufficient return on their investments
due to rent caps. That is the argument of the
anti-Prop 10 forces.
The basic argument of the pro-Prop 10
campaign is that there is no such thing as an
economic law of supply and demand and that
62
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without rent controls, greedy landlords will
keep on raising rents forever. Zombies unite!
The history of rent control in San Francisco
shows that both of those arguments are based
on insufficient data and wishful thinking...

There is plenty of evidence
that locking up nearly half
the city's overall housing
stock with rent controls
has, indeed, increased
demand for non-rentcontrolled housing.
THE TIPPING POINT
In 1979 and 1994, voters approved San
Francisco’s rent-control ordinances. The
regulations allow landlords to raise apartment
rents based upon a cost-of-living adjustment.
The rent can be increased to cover capital
improvements, repairs, and maintenance
costs. Rents may be reset to market rates
when a unit is vacated. It is, in fact, hard to
lose money under this system of rent controls
– it is designed to preserve a normal rate of
profit for landlords.
The controls do not apply to apartments
constructed after 1979, which is about
40% of the rental housing stock. Nor do
the controls apply to single-family homes,
condominiums, and “mom and pop”
buildings with four or fewer rental units.
There is plenty of evidence that locking up
nearly half the city’s overall housing stock
with rent controls has, indeed, increased
demand for non-rent-controlled housing.

Between 80%-90% of San Francisco’s rentcontrolled units turn over regularly, despite
substantial hoarding. The ordinances protect
tenants from unjust evictions. Much of the
money that rent-controlled tenants save on
housing is spent locally, studies show. Rentcontrolled neighborhoods tend to be socially
stable, and family- and business-friendly.

Apartment hoarding contributed to the problem
of undersupply, but the main driver of high
rents was burgeoning demand and building
restrictions. Ending rent control was not a
solution to the bigger problem. Nonetheless,
affordable housing advocates and political
“progressives” called for solving the problem
of rising rents with stronger rent controls.

San Francisco’s relatively stable housing
situation changed in the late 1990s as the
dot-com industry bubbled. Cash-loaded Java
programmers paid exorbitant rents in rapidly
gentrifying neighborhoods – and that was a
tipping point.
Landlords legally and illegally began
converting rent-controlled apartments into
non-rent-controlled condominiums by
evicting longtime tenants. Squeezing through
loopholes in restrictive zoning and building
codes, developers tore down rent-controlled
apartments, replacing them with high-priced
studios suitable for childless folks.
Reacting to the flurry of unwanted
developments, neighborhood groups fought
attempts by city officials to loosen restrictions
on housing density and building heights so
that regular market-rate family housing could
be built. “Not in my backyard” lawsuits,
campaign contributions, and the occasional
demonstration at City Hall stifled the growth
of market-rate units, despite increasing
demand as the population swelled.

WHAT’S NEXT FOR RENT
CONTROL

RENT CONTROL

As the supply of affordable housing decreased,
thousands of tenants ended up paying a lot
more than 30% of their gross income for rent.
The elderly, the disabled, and the poor were
disproportionately expelled from the city.

ZOMBIE THEORIES OF

To the degree that rent controls have caused
excess pricing (above normal returns) in
non-controlled buildings, those owners likely
booked higher rates of profit than their rentcontrolled brethren.

While strict rent controls partly catalyzed
rising rents in San Francisco, New York, and
Los Angeles, the explosion of rental prices
around the nation has multiple causes.
California needs 1.4 million new housing
units to render its market universally
affordable, based on families paying 30%
of household income for rent. That is not
projected to occur at current rates of building,
and residents who cannot find housing are
fleeing the state.
The prognosis in San Francisco is better.
According to the city planning department,
60% of renters live in 160,000 rentcontrolled units, nearly half the renter
and owner-occupied housing stock. (San
Francisco is a city of tenants!) But the ratio of
controlled units to market rate units is falling
as new construction booms.
In the face of the housing shortage, the city’s
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electorate has loosened restrictions on new
development in return for affordable housing
guarantees. San Francisco is “adding new
housing units at a pace not seen in the city
in decades [although] recent production has
not matched... growth in higher income
households,” planners report.
Remarkably, in the past five years, 20,000
new housing units were added. A quarter
of the new units are set aside by law for
medium- and low-income renters: the back
office and service workers necessary for the
city to run smoothly for bigger spenders.
The Bay Area Council is a consortium
of blue-chip corporations and local
governments. It reports that completing the
four major development projects already in
the city’s pipeline will create affordability for
another 19,000 households. The Council
is not in favor of ending rent controls.
“While the end of rent control will have a
small, positive supply shock, this effect is
far outweighed by the [projected] loss of
[16,222] affordable units.”
Massive investment in new construction
is proceeding apace because 80,000 newly
arrived infotech and financial workers can
afford the high rents in San Francisco... caused
in some part by decades of rent control.
So what is the future of rent control?
In 1994, Anthony Downs of the Brookings
Institute published an examination of the
pros and cons of rent control. Downs’
findings are worth revisiting since much of
the zombified noise about rent control twists
facts to fit theory, rather than adapting theory
64

October 2018

to fit discovered facts.
In the 1970s, hundreds of American
communities adopted residential rent
controls. According to Downs, “The goal
of such controls was to insulate low- and
moderate-income renters from rising rental
costs, which had increased as part of a rapid
general inflation. Although well intentioned,
these decisions to control rents were often
made without a full appreciation of the
potentially harmful impact of rent controls
on the quality and quantity of a community’s
housing stock.” Shades of Krugman!

Much of the zombified
noise about rent control
twists facts to fit theory,
rather than adapting theory
to fit discovered facts.
But then Downs qualifies his nod toward the
standard theory: The strength of the controls
determines the effects, bad and good. Downs
found that “less stringent” rent controls have
improved housing affordability in many
communities, while more stringent, more
draconian controls have caused rents to rise –
harming, not helping, the less fortunate.
Downs notes the clash “between basic
housing costs and widespread poverty...
cannot be eliminated or resolved by rent
controls.” Instead, he dropped a bombshell:
“If American society wants all of its
citizens to occupy decent dwelling units, it
must adopt some other measure [than rent
control] to deal with this tension ... either

Fifteen California municipalities already have
rent controls, and more want to institute
controls to stabilize the turbulent rental
markets.
In November, statewide voters will decide
whether to keep the Costa-Hawkins
Housing Act of 1995, a law that forbids
local governments from placing rent
controls on single-family housing and
condominiums. Costa-Hawkins permits
landlords to raise rents on vacated units to
market prices. Abolishing the law will allow
local governments to limit those increases.
But abolishing Costa-Hawkins would not
automatically lead to unbridled rent control,
as other state laws guarantee fair rates of
return for landlords. And elected officials are
generally not opposed to development – quite
the opposite.
Hungry for supportive data, both sides in
the campaign are cherry-picking a Stanford
University study of rent control in San
Francisco published in September 2017. The
study, by economists Rebecca Diamond, Tim
McQuade, and Franklin Qian, dipped into
pools of big data provided by the consumer
identity management firm Infutor. Microdetailed consumer profiles were merged with
digitized municipal records to create a first-ofits-kind dataset.

They found that San Francisco’s rent controls
have produced both winners and losers.
• Winners: Individual rent-controlled
households have saved up to $6,000 a year,
for a total benefit to tenants of $2.9 billion
from 1994 to 2012.

RENT CONTROL

WINNERS AND LOSERS IN
CALIFORNIA

The Stanford economists eschewed the
standard theory of rent control, which does
not account for socioeconomic complexity.
Crunching their huge datasets with pages and
pages of mind-numbing mathematics – such
as vt (x, θt−1) − vt (xθ, θt−1) = ln pt (x|θt−1)
− ln pt (xθ|θt−1) – the economists teased
out the economic impacts of rent control
on tenants and landlords in San Francisco,
historically.

ZOMBIE THEORIES OF

raising the incomes of poor households
(that is, reducing poverty), decreasing the
costs of occupying decent dwellings, or
helping poor households pay those costs.”

• Losers: Renters who leased units after 1994
paid 5% ($2.9 billion) more than they
would have paid absent rent control.
• Winners & losers: Due to rent control
restrictions, landlords reduced the supply
of available housing by 15% by converting
to condos or owner move-ins: “This led to
a city-wide rent increase of 7% [landlords
win] and caused $5 billion of welfare losses
to all renters.” But, the authors note, the
rush of new supply to meet increasing
demand is reducing the historic loss to the
tenant category.
The authors explain that San Francisco
landlords typically pass on the costs of
capital improvements to tenants. And that
“contradicts the traditional view of rent
control, that landlords will be disincentivized
from investing in the property. On the
contrary, we find that landlords appear to make
significant investments in their properties.”
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In fact, developers have gone on an
unprecedented building spree, “leading to a
housing stock which caters to higher-income
individuals.” Rent control has fueled “the
gentrification of San Francisco, the exact
opposite of the policy’s intended goal.”
Echoing Downs, the Stanford economists
found that rent controls often damage the
very groups of people that the measures
are intended to protect. With him, they
conclude that direct renter subsidies are the
best panacea for cooling the overheated rental
market: “The substantial welfare losses due to
decreased housing supply could be mitigated
if insurance against large rent increases was
provided as a form of government social
insurance, instead of a regulated mandate on
landlords.” In other words, tax credits.

A TAX CREDIT IS NOT A TAX CUT
Introduced by California Senator Kamala
D. Harris, the Rent Relief Act of 2018,
“amends the Internal Revenue Code to allow
a refundable tax credit for individuals who
pay rent for a principal residence that exceeds
30% of the individual’s gross income for the
taxable year.”
Playing off the popularity of the existing
$140 billion in deductions and other tax
breaks for homeowners, Harris’ bill proposes
to reimburse low-income households for a
portion of their excess rent. The tax credit is
not available for incomes above $100,000.
Structured as a refundable credit, a renter’s
federal income tax liability would be reduced
dollar for dollar. The remaining balance of
the excess rent paid by the renter would be
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returned as a cash refund by the IRS after the
tax liability goes to zero.
Renter tax credits are neither a new nor a
revolutionary idea. The United Kingdom
and Netherlands have similar programs. In
fact, Harris’ legislation is modeled on a 2016
proposal by pro-business ideologues at the
Terner Center for Housing Innovation at
Haas School of Business at the University of
California, Berkeley. That proposal envisions
a range of tax-based options to alleviate rental
burdens costing from $41 billion to $76
billion a year.
Critics of the bill fear that the tax credits are
a hidden subsidy to landlords, who will raise
rents to maximize the subsidy amount. They
warn that developers will be incentivized to
overdevelop, as occurred with the Savings
and Loan debacle of the 1980s. Others decry
the tax credit as welfarism that will breed
dependency and sloth.
One thing is for sure... Rent control is not the
sole problem of – nor is it the sole solution to
– the rental housing crisis in America.

Peter Byrne Peter Byrne’s reporting
has been recognized by Investigative
Reporters & Editors, the American
Association for the Advancement of
Science, and the Society of Professional
Journalists. His books on strange
physics, medical fraud, and political
corruption are critically acclaimed.
Based in Northern California, his work
can be found at www.peterbyrne.info.
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$12.3 Trillion is at Stake
Here’s What You Need To Do

BY BRETT AITKEN, MANAGING DIRECTOR, STANSBERRY RESEARCH

No one believed us nearly two decades
ago when we recommended people
invest in an obscure online book store
called Amazon.
Today it’s one of the biggest companies
on the planet and has minted countless
millionaires, the stock has since soared
over 3,100%.
The same thing happened when we
recommended Apple at $4.
Today, Apple is the first trillion-dollar
company and again has minted countless
fortunes.
For nearly two decades our firm has
been at the forefront of every major
technological trend – including
smartphones,
mobile
payments,
Bitcoin and
the Internet of
Things – showing
normal people
how to turn a small
stake into a massive
windfall.
MarketWatch hailed
one of our analyst as
“The Advisor Who
Recommended Google
Before Anyone Else.”
Barron’s has called our work,
“Remarkably prescient.”
I share this with you today for two
reasons.
First, the big fortunes today are still

being made in technology…
And second, we’ve just issued our latest —
and perhaps boldest — prediction yet.
In short, we believe we’re about to
witness a technological shift so massive,
the financial opportunity will dwarf all
the ones I’ve just mentioned.
The Financial Times calls this new
technology, “a game changer for
humanity.”
And tech insiders are already claiming
the impact of this new technology will be
like the printing press, the internet and
the steam engine.
We’ve been tracking this story for over
6 months and have traveled half way
around the world and back
and spent over $1 million
researching it.
Our conclusion…
This technology will
unlock a massive
$12.3 Trillion in new
revenue and offer
early investors a
once in a lifetime
opportunity.
And now, to
introduce more
people to our work, we’re giving away
a free report detailing the #1 stock to
benefit from this new technology and
how you can claim an early stake.
To claim your free copy of “The #1
Opportunity in 2019,” simply go here to
view our secure webpage.

The U.S. economy's strength should boost Republicans'
prospects in congressional elections this November. But polls
currently show that Democrats will retake one or both chambers
of Congress, which means that even if the economy doesn't
affect the election, the election will affect the economy.

THE U.S.
ECONOMY
AND THE
MIDTERM
ELECTIONS
68

October 2018

T

he U.S. economy is growing, inflation
has finally hit the U.S. Federal Reserve’s
2% target, and unemployment is quite
low – and at an all-time low for AfricanAmericans and Hispanics. For the first time
in memory, there are more job openings listed
by U.S. companies than there are unemployed
people. Such conditions usually foreshadow
rising real (inflation-adjusted) wages, which
would indicate that American workers, many
of whom were left behind in the anemic
post-crisis recovery, might finally reap benefits
from the strong economy.

Electoral models predict that a strong
economy favors the party in power, and
that a weak economy dooms it to crushing
losses. And yet, with the economy in its best
condition in over a decade, most polls show
a substantial Democratic Party lead in the
run-up to the 2018 midterm congressional
elections this November. Moreover, most
political pundits predict that the Democrats
will take back control of the House of
Representatives. And some even foresee a
“blue wave” in which Democrats also retake
the Senate, despite having to defend far more

By Michael
J. Boskin
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seats than the Republicans. In several recent
special elections, Republicans have held on by
far narrower margins than in past elections for
the same congressional seats.
There are a number of plausible explanations
for this anomaly. For starters, the pollsters
and pundits could simply be wrong, as many
were in the 2016 election. At the same time,
President Donald Trump may be hurting his
and his party’s electoral prospects, especially
among suburban women, by launching
personal attacks against those who criticize
him – including the popular basketball star
LeBron James. And it is possible that, despite
high ratings for his handling of the economy,
many voters may not attribute the economy’s
strength to Trump’s policies.
But another possibility is that the “economic
effect” on elections no longer holds true.
While economic distress may harm the party
in power, economic strength might not help
it as much as in the past. As voters become
wealthier, more have the luxury of focusing
on other issues.
In the Democratic primary election for
New York’s 14th district earlier this year,
democratic socialist Alexandria Ocasio-Cortez
trounced incumbent Representative Joseph
Crowley, the fourth-ranking Democrat in
the House. Clearly overconfident, Crowley
barely even campaigned. Since then, OcasioCortez has become a media darling, appearing
alongside Vermont Senator Bernie Sanders, a
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self-described socialist who narrowly lost the
Democratic presidential nomination in 2016.
While much of the energy among Democrats
is on the far left, the party has made a point
of selecting candidates with a real chance of
winning in November.
Meanwhile, in the Republican primaries,
candidates endorsed by Trump, or closely
aligned with him, have tended to prevail. But
Republicans do not currently have as much
enthusiasm as Democrats, which may affect
turnout among the party’s supporters in
November.
Midterm elections are almost always a
referendum on the president and his policies.
In the 2010 and 2014 midterm elections,
strong Republican majorities were viewed as
a repudiation of President Barack Obama.
Accordingly, Democrats have been framing
the midterms as a referendum on Trump.
At the same time, Republicans have tried
to make the midterms about Nancy Pelosi,
the liberal House Minority Leader from San
Francisco who would likely return as Speaker
if the Democrats gain a House majority. The
problem is that a potential Speaker is a tougher
target to hit than a sitting president, let alone
one as persuasive in the media as Trump.
For now, attention is being paid to the
economy’s potential role in the election.

While economic distress
may harm the party in
power, economic strength
might not help it as much
as in the past.

Even supposedly
moderate Democrats
have moved further to the
left to ward off socialist
challengers.
But after Election Day, the results will, in
turn, affect economic policies, and thus the
economic outlook. If Republicans retain
the House and Senate, the pro-growth tax
and regulatory reforms enacted thus far will
be sustained, and perhaps even expanded.
Likewise, if they keep the Senate, conservative
federal judges will continue to be confirmed.
By contrast, a Democratic majority in
the House will predictably block Trump’s
legislative proposals; and a Democratic
majority in the Senate (a long shot) will
stonewall conservative judicial appointees.
Though divided governments sometimes
produce policy compromises and preside over
a strong economy, it is hard to imagine that
happening if Democrats retake either or both
chambers of Congress.
After all, even supposedly moderate
Democrats have moved further to the left
to ward off socialist challengers. And more
Democrats are coalescing around an agenda
of greatly expanded government spending and
higher taxes (though they haven’t yet spoken
much about the latter).
A widely circulated Gallup poll recently
found that a higher percentage of Democrats
are amenable to socialism than to capitalism.
Hence, most of the Democrats veering to
the left are proposing universal government-

provided health insurance (“Medicare for
all”), tuition-free college, and a federal job
guarantee or basic income.
Of course, enacting that agenda would require
a Democratic president and majorities in
both chambers of Congress. And even then, it
would cost tens of trillions of dollars. Paying
for it would require a large European-style
value-added tax (VAT) or dramatically higher
income and payroll taxes, most likely leading
to European-style economic stagnation.
For their part, the Republicans are divided
between traditional free-market, free-trade
conservatives and Trumpian “economic
nationalists” who want to restrict immigration
and trade in lieu of concessions by America’s
trading partners.
So, after the November elections, the
strong U.S. economy may be threatened
by an escalating trade war or the specter
of higher taxes. With growth slowing
in China, Europe, and elsewhere, the
global economy will need America to
avoid those dangerous policy mistakes.

Michael J. Boskin is Professor of
Economics at Stanford University and
Senior Fellow at the Hoover Institution.
He was Chairman of George H. W.
Bush’s Council of Economic Advisers
from 1989 to 1993, and headed the
so-called Boskin Commission, a
congressional advisory body that
highlighted errors in official U.S. inflation
estimates.
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Matt McCall is the founder and president of Penn Financial Group, an
investment advisory firm serving individual and institutional clients. Matt is also
the author of two books on investing, The Swing Trader's Bible: Strategies to
Profit From Market Volatility and The Next Great Bull Market: How to Pick Winning
Stocks and Sectors in the New Global Economy.
Matt is known around Wall Street for his extensive technical analysis expertise and
his insightful chart analysis that leads to precise buy and sell points in the best
stocks and exchange-traded funds that pass extensive top-down screenings. His
track record speaks for itself – across his multiple newsletters, more than 80%
of his recommendations since 2015 have been profitable for his subscribers.
Matt is the editor of two newsletters, Matt McCall's Investment Opportunities and
Matt McCall's Early Stage Investor, where he uses his next-generation approach
to investing with trends that have the potential to produce grand slam returns.
Here, Matt talks with Investor Hour hosts Buck Sexton and Porter Stansberry about...

Porter Stansberry: Matt, what are you
looking for when you recommend
stocks to your readers? What’s your
classic setup?
MATT McCALL: Basically, I’m looking for

big-picture themes, getting in early before it’s
on the cover of TIME magazine or the Wall
Street Journal is talking about it. And there are
themes that are going to change the way that
an industry is done right now.
One example is transportation.
Transportation is a $7-trillion-plus industry
that really hasn’t been changed much since
the combustion engine was put into a vehicle.
I believe, in the next 10 to 20 years, we’re all
going to be sitting in electric cars, we’re all
going to be sitting in self-driving cars, and
we need to look at that theme and how that’s
going to change the world. And along that
way, we make money – whether it be all the

sensors that need to go on the cars, whether
it be the electricity in there, whether it be 5G
and we need to connect all these cars.
Gene editing is another one. It will transform CLICK
the way that we do health care in the future.
HERE
TO READ
It’s going to be preventative and it’s going to
THE
WEB
treat diseases in ways that have never been
VERSION
treated before.
So I try to find the big themes and then the
companies you’ve never heard of before they
become mainstream... looking for those big
20-, 30-, 50-baggers.

“

Is this something that you
believe will be around in 5, 10,
50 years from now? There’s
a difference in my mind
between a fad and a trend.
American Consequences
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Porter Stansberry: Let me ask you about
a couple of specific, emerging new
industries. Marijuana is on the minds of
a lot of folks today. I was scanning the
markets last week, and I noticed this
little stock – Tilray. The stock was just
blowing up. But it’s valued at $10 billion
currently, and it had sales last year of
$20 million. And you’ll notice, there’s a
whole lot of zeroes missing there on one
side or the other.
So, the question I have for you, Matt, is: If
you get into these things early, how do
you know you’re not a part of some crazy
mania that is going to get you wiped out?
MATT McCALL: That’s a great question,

because there are, obviously, a lot of manias
that have wiped out a lot of people. You have
to take a step back and think about it just
logically, Porter – is this something that you
believe will be around in 5, 10, 50 years from
now? There’s a difference in my mind between
a fad and a trend.
Back in the day, I used to look at a lot of
retail, a lot of clothing, because my ex-wife
was in fashion. Remember Heelys, those little

If you want to learn more about
the giant emerging market in
cannabis, gene editing, and
the transportation stocks that
Matt McCall mentioned, go to
www.IPMpodcastoffer.com.
You can receive a special
discount to his newsletter – Matt
McCall's Investment Opportunities.
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sneakers that had wheels in them? Every kid
was wheeling around – that stock went up
hundreds and hundreds of percent. And at
the same time, I was looking at a company
called True Religion that was making jeans.
I said, “OK, well, that little wheel thing is
not going to be around. Any shoe company
can make that.” I stayed away from it. The
company is now bankrupt, I believe. True
Religion ended up getting bought out at 50
times whatever it IPO’d at back in the day,
and people are still wearing those ugly jeans.
That’s a viable trend that stayed.
Today, when you look at marijuana, the
valuations are astronomical. They’re not
going to make sense. And if you do any type
of value investing or fundamental investing,
you’re going to say no to all of them. If you
said no to Tilray a month and a half ago, you
missed out on almost 600% profit.
But marijuana is going to change the way
that we do “entertainment” when we go out.
For example, I love a good glass of wine. I
was just in Italy for three weeks, where they
drink wine all day, every day. As soon as the
sun came up, I was drinking wine until I
couldn’t drink any more. And the way I felt
in the morning wasn’t very good. Take a hit of
marijuana? I feel great in the morning.
And you look at how big those industries
are... Cigarette sales in the United States –
$77 billion. Beer – $110 billion. Annual
wine sales in the U.S. – $60 billion.
They’re predicting that by 2030, you’ll have
marijuana sales of $75 billion. This is a real
industry. If for some reason it becomes illegal
everywhere – which is not going to happen,

the exact opposite is happening – then we
stay away. This is not a fad, this is a trend...
Porter Stansberry: Matt, do you think that
people who buy Tilray at $10 billion are
going to have a successful investment?

“

But marijuana is going to
change the way that we do
“entertainment” when we go
out... This is a real industry.

MATT McCALL: In the next year? No. But

I do think there’s a lot of great opportunities
out there, smaller companies that are
overlooked. So, no, I wouldn’t buy Tilray here
today. I would not do it. But I think there are
opportunities in marijuana.
Porter Stansberry: Are there more
conservative, more established
businesses that you would put into that
marijuana sphere? Big existing businesses
that could see a big increase in sales?
MATT McCALL: There are bigger names that

I like... let’s call them ancillary plays that
aren’t pure plays where they’re growing the
plant or selling the plant.
Constellation Brands is a great example.
You know, it owns 38% of Canopy Growth,
which is the largest publicly traded marijuana
company in the world. So, that’s a great
way to play. Constellation owns 38% – I’d
say you’re going to get a lot of exposure to
it, plus, you’ll have the brands like Corona,
Modelo, and Mondavi wines. That’s a
great play if you want to have exposure to
marijuana with a less aggressive play.
You can look at companies such as Scotts
Miracle-Gro, which helps with the growing
of marijuana as more marijuana is grown
around the world. You could look at some
pharmaceuticals that will be using the CBD
aspect of the plant – the non-psychedelic

aspect of the plant – that helps with seizures,
anxiety, and different issues like that.
You can look at Coca-Cola. There’s rumors
that it’s going to come out and buy part of
Aurora and it’s going to make CBD drinks,
and that type of deal is going to be done in
the next couple days, in my opinion.
So, yeah, there are a lot of big-name plays
where you can buy into and have exposure
– secondary exposure to this market without
going directly to Tilray or Canopy or any of
the direct players.
Porter Stansberry: When you look down
the path into the future, marijuana has
become legal in a lot of places in the
U.S. It’s legal in Canada, and it’s legal
around the world. As marijuana gets
integrated into society and eventually
becomes legal in the banking system
and a lot of the other things that are
holding it back right now – do you think
it’s likely that a company like Philip
Morris or one of the big tobacco players
ends up rolling up all these little guys
and becoming a dominant, branded
provider?
MATT McCALL: Oh, absolutely. I mean, it’s

going to be just like anything else. Look at the
soft drinks, how that’s really rolled up. And
any time a new soft drink hit the market, you
had one of the big names come in and buy
American Consequences
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it up. You know, Kobe Bryant’s new sports
drink just got bought up for a ton of money.
You know, any time a little guy comes up,
they get bought up.
So, you will see this. I mean, in my marijuana
watch list I have here in my trading system,
I have more than 200 stocks. One hundred
of them will not be around, I will guarantee
that, maybe 150 will not be around in three
or four years. You know, they’re little. They’re
jokes, they’re little players. A lot of them will
be bought up by the big names.
But a company like Canopy, which
Constellation owns 38% of, it’s been buying
up smaller companies and it will continue.
And the key that’s often overlooked in
marijuana is, you talked about Canada, which
you can buy recreationally for the first time,
and you look at the U.S. – this is a global
play. When I was in Italy last week, in Rome,
they had these new cannabis shops that went
up earlier this year. They’re very low-grade
cannabis, so you can walk right in and buy it.
So, if you see the EU legalizes marijuana –
which it will, in my opinion, in the next four
or five years – that’s a huge boom. Australia
is supposed to be a huge market for it. So,
there’s going to be a lot of international plays,
and the only way for companies to take
advantage of that is to be a big-name player,
like you said.
I don’t think Philip Morris is getting into it. I
think that company’s in trouble. But I think
you’re going to see some of the soft drink and
some of the food companies really make big
moves into the space.
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Porter Stansberry: Very interesting.
Beyond marijuana, I wanted to ask you
for your next best growth sector. What’s
another huge growth sector that you’re
focused on?
MATT McCALL: I’m going to say health

care, and within there more particularly, gene
editing...
There are three publicly traded companies
that really use what’s called CRISPR-Cas9
– it’s a way to edit genes in the future. That,
to me, is going to be a game changer, along
with genetic-testing companies. There are a
lot of companies that are small right now, but
they are kind of the “picks and shovels” of the
health care industry, and they will be needed
for anything going forward...
And what’s going to happen is, instead of
looking at family history, look at my genes,
what I’m made up of. Look at my genomes,

For the full Investor Hour show
with Buck Sexton, Porter
Stansberry, and Matt McCall,
click here to sign up for the
Investor Hour notification list.
Like American Consequences,
it's 100% free. Each week, you'll
receive new show updates,
previews, and access to
transcripts and show notes.
Whether it's about investing...
business... politics... or a
controversial social issue... you'll
get the unfiltered information
from behind the scenes.

There are things called monogenic diseases.
There are more than 10,000 of them that they

CLICK HERE

know about, and this is when there’s one gene
of all the genes in our body that’s screwed up.
And if we can go in and just fix that, it cures
the disease – sickle cell disease, cystic fibrosis
– I can go on and on. And if you can go in
there and repair that one gene, you are cured.
And the addressable market right now for a
new diagnosis every year is $75 billion. If we
go back to the people that have the diseases
now, it’s a $2 trillion addressable market. This
is a game changer...

We’ll send you valuable updates and always
send an alert when the next issue is published.

UBSCRIBE NOW!

the ones that are sequenced and tell me what
I’m susceptible to. And that’s going to change
the way – we’re going to be such preventative
patients going forward, it’s amazing. I’m a
hypochondriac. I go to the doctor all the
damn time. This is going to save me so much
time because I know what to look for. I mean,
this is going to be up in a trillion-dollar
industry.
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READ THIS
Get Me a Quote on That

The special attraction of politics derives from
the fact that it is the only occupation which
allows the satisfaction of greed or vanity (or both)
to be pursued in the name of public good.
Richard Pipes, Baird Professor of History
at Harvard and National Security Council
adviser on Soviet and East European affairs
in the Reagan administration

A wise man's heart inclines him to the right,
but a fool's heart to the left.
Ecclesiastes 10:2

In Washington, you're either at the table or
you're on the menu.
A Prominent Lobbyist, who shall remain
nameless

I think Americans, perhaps more than other
people, are impressed by what they don't
understand.
E.B. White, One Man's Meat

The media has turned the
Trump presidency into a
phenomenon of constant
self-absorption – their
self-absorption in this one
person. Donald Trump
has become the biggest
balloon in a political
Macy's parade of modern
media's own creation.
They could let go of the
ropes. But they won't.
Daniel Henninger,
columnist, the Wall Street
Journal, June 6, 2018
The radicals of the upper class... they are
very luxurious, and these progressive ideas
are about their biggest luxury. They make
them feel moral, and yet they don't affect
their position.
Henry James, The Portrait of a Lady
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It is seldom that the miserable can help
regarding their misery as a wrong inflicted
by those who are less miserable.
George Eliot, Silas Marner

Only a country that feels invulnerable can
afford political turmoil as entertainment.
In a country that doesn't discriminate
between fame and infamy, the latter
presents itself as plainly more achievable.
The United States... a spirited,
improvisational sort of place that, despite
its veneer of conformity, cultivated an
impressive profusion of outright lunatics.
Lionel Shriver, We Need to Talk About
Kevin, her 2003 novel about a Columbinelike school massacre
If you can't imitate him, don't copy him.
Yogi Berra (Talking about baseball player
Frank Robinson, known for big swings and
crowding the plate, but there's a certain
White House player, known for big swings
and crowding the plate, to whom the same
words can be applied.)

"
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“If you’re the sort of person that says ‘I’m
going to have an alternative plan when
Armageddon strikes,’ then you would pick the
farthest location and the safest environment
— and that equals New Zealand.”
The Super Rich of Silicon Valley Have a
Doomsday Escape Plan Bloomberg
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America's partisan politics have become
the kind of brutal, ugly, and disgusting
persecution that filled the Roman Coliseum
during the time of the Emperor Nero – or
worse. In Washington, we have the vicious,
blood-thirsty wild animals roaming the
arena. But where are the Christians? We are
watching a murderous political spectacle in
which almost no one involved is being brave
or good.
Let us turn our eyes away and look instead
to words of wisdom from two of our
Founding Fathers.

"

Newt Gingrich can draw a direct line from
his work in Congress to the upheaval now
taking place around the globe. But as
he surveys the wreckage of the modern
political landscape, he is not regretful. He's
gleeful... "It's essential," he says, "if you want
Western civilization to survive."
The Man Who Broke Politics The Atlantic

As we near the 2018 midterm election,
a look back at the last midterm election
when a Blue Wave swept America. From the
outset of the 2014 campaign, Republicans
had a simple plan: Don't make mistakes, and
make it all about Obama, Obama, Obama.
Battle for the Senate: How the GOP Did It
Washington Post

First is an excerpt from a speech to the
Constitutional Convention by Benjamin
Franklin. Franklin talks bluntly about the
fallibility of individual partisan judgment and
makes an eloquent statement concerning
democracy's need for both compromise in
politics and consensus on principles. Read
it here.
Second is a condensed section of George
Washington's "Farewell Address," given
in 1796 when he had served two terms as
President of the United States and was
refusing the offer of a third. Here, with sad and
accurate prescience, Washington warns his
countrymen against political faction and all its
lies and all its empty promises. Click here.
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THE FINAL WORD
EMOTIONS ARE MORE IMPORTANT
THAN EVIDENCE IN 2018...

D

epending on your news source,
the upcoming midterm election is
either the quasi-socialist Sandernista
Left against the pro-growth Constitutionalist
GOP... or it’s the monocle- and top-hatwearing Republican plutocrats against the
always-earnest, always-fighting-for-the-littleguy Democrats.
Issues of real importance to Americans –
taxes, health care, and the overall economy
– are swamped by emotional appeals. It’s far
easier to yell “socialist” or “white nationalist”
during cable news shout fests than it is to talk
about real governance issues.
We will know soon enough whether
Democrats or Republicans have carried the
day. But why wait, when you can speculate?
Right now, the conventional wisdom, history,
and polling data is that the Democrats will
gain control of the House of Representatives
and the Republicans will keep a slim majority
in the Senate.
All the electoral truisms remain true, and
the analytic clichés will make their inevitable
rounds on the editorial pages. It’ll be about
“base turnout” and “enthusiasm.” “Kitchen
table issues” will win out in the end. All
politics is local, and every House race is its
own little media ecosystem.

This is why – despite Congressional approval
ratings hovering somewhere near the public’s
fondness for TSA pat-downs (Gallup has
it at 19%), far more Americans think their
CLICK
Congressman is A-OK. That means national
sentiment doesn’t translate to every individual HERE
TO READ
contest.
THE WEB
There are, however, some new national-level
dynamics that could bring big surprises into
the midterm mix. And despite a roaring
economy, relative peace on the world stage, a
president who is as captivating on TV as he
is politically polarizing, the deciding factor
in the upcoming election could be over the
one branch of our government not directly
determined by voters: the judiciary.

VERSION

Even in its aftermath, the Brett Kavanaugh
fight is still raw...
Judge Kavanaugh is now Supreme Court
Justice Kavanaugh, but the victory hasn’t
dissipated the right’s anger. To the GOP
faithful, the ordeal was a ruthless character

“

It’s far easier to yell “socialist”
or “white nationalist”
during cable news shout fests
than it is to talk about real
governance issues.
American Consequences
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THE FINAL WORD
assassination. They got their SCOTUS seat,
now they want payback.

“

Tens of millions of Americans watched Senate
Democrats tear into an esteemed family man
with decades of success at the highest level
of the legal profession and a reputation for
decency and honesty. Even in the bareknuckle
era of Trumpian politics, this was a new low,
particularly since there was no evidence or
witnesses.

But as we know, people vote
for a lot of different reasons.
High on that list is how casting
their vote makes them feel.
Weaponizing the so-called “Me Too” feminist
movement for partisan ends may not have
the desired effect in November. Notably, even
the less-than-enthusiastic Trump supporters
from within the GOP have been shown
that, whether they run a Mitt Romney type
of character or a Trump, the Left gives no
quarter and seeks the utter destruction of
the other side. Total war has a clarifying
effect on all ends of the battlefield... Now
Republicans realize that they can either rally
behind Trump’s GOP or get used to watching
the Democrats bludgeon their way to victory,
then bayonet the survivors.
Outside the echo chamber of the media,
the Kavanaugh effect may not retain its
potency. After all, Kavanaugh is not on the
ballot (nor is Trump, for that matter), and
there are many news cycles left between now
and when Americans will cast votes. A late
October surprise – like, perhaps, the president

82

October
October2018
2018

declassifying the origin documents of the
Russia collusion investigation – wouldn’t be
much of a surprise at all. We expect those
kinds of games.
In saner times, the economy might be a
larger part of the political narrative – that the
Trump administration can boast the lowest
unemployment rate in 50 years provides
the kind of bumper-sticker soundbite that
political consultants dream about.
Add to that the sky-high stock market, robust
GDP growth, and strong overall business
confidence – and the advantages of GOP
candidates going into this contest should be
insurmountable.
But as we know, people vote for a lot of
different reasons. High on that list is how
casting their vote makes them feel. The
Democrats excel in identity politics, and the
dominance of the left-leaning news media
serves as a powerful reinforcement mechanism.
For almost two years, a casual watcher or
reader of the daily news has been told that
President Trump is a racist, misogynist
madman, and traitor. The ferocity of the
media’s insistence may sway more than a few
minds that there must be something to these
charges. For Republicans struggling to hold
onto their House or Senate seats, this smear
by association may not lead to a wipeout, but
it could tip some close races.
The only certain prediction is that 2019 will
continue the political street fight defining the
era of Trump’s presidency... That, and the fact
that soon, the midterms will be over – and
the 2020 presidential election will begin.

ADVERTORIAL

#1 Stock to Buy
Right Now, Revealed
Dr. Steve Sjuggerud has quietly
become an investment legend.
The former hedge fund manager,
mutual fund Vice President, stock
broker, and private analyst (with a PhD
in Finance) is responsible for some of
the most accurate market calls of the
past two decades.
And now, to introduce more people to
his work, Dr. Sjuggerud is giving away
a totally free sample of some of his
best research.

Get My Free Report

It details the #1 stock to buy today…
complete with the name and ticker symbol… all for free.
Dr. Sjuggerud has found a company you’ve probably never heard of. It has
one of the fastest-growing technologies on earth, and could soon pass
Apple as the world’s biggest business.
And today, Dr. Sjuggerud is willing to email you, for free, his 26-page report
on this opportunity.
To get your free copy of “The #1 Stock to Buy Today,” simply go here to
Dr. Sjuggerud’s web page.

THIS ISSUE’S FEATURED
CONTRIBUTORS
Bill McGilton is the editor for Stansberry's
Big Trade – a speculative
options trading service aimed
at profiting from the worst
corporate credit and companies
with broken business models in
America.
Bill has been a lawyer for the past 16
years, with experience in corporate
litigation research, including securities,
contracts, anti-trust, options backdating,
foreign-exchange fixing, and trademark
and patent infringement.
American Consequences is edited by
P.J. O’Rourke, author of 19 books
including Eat The Rich and
How the Hell Did This Happen:
The Election of 2016. P.J. cut his
teeth as an editor-in-chief of the
National Lampoon and a foreign affairs
correspondent for Rolling Stone. He’s
since written for The Weekly Standard…
The Atlantic… and many other magazines.
P.J. is the H. L. Mencken fellow at the Cato
Institute, a member of the editorial board
of World Affairs and a regular panelist on
NPR’s Wait… Wait… Don’t Tell Me. He lives
with his family in rural New England, as far
away from the things he writes about as
he can get.
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Buck Sexton is host of the nationally
syndicated talk radio program,
The Buck Sexton Show, heard
on over 100 stations across
the country.
A former CIA and NYC Police Department
Intelligence Officer, Buck is also the cohost of Stansberry Investor Hour, a weekly
radio show that you can subscribe to for
free right here: investorhour.com.
Dr. Steve Sjuggerud is the editor of True
Wealth, an investment advisory
which specializes in safe,
unique alternative investments
overlooked by Wall Street, and
based on the simple idea that
you don’t have to take big risks to make
big returns.
He alerts readers to some of the biggest
opportunities in the market every weekday
at dailywealth.com.
Porter Stansberry founded Stansberry
Research in 1999 working
on a borrowed computer
at his kitchen table. Since
then, he has built the firm’s
flagship newsletter, Stansberry’s
Investment Advisory, into one of the
industry’s most widely read publications.
Today, Porter is well-known for doing
some of the most important – and often
controversial – work in the financial
advisory business.
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How to Navigate American Consequences
If you’re having trouble navigating your online issue of American
Consequences, take a look at the bar below the magazine...
Here’s what each icon does...
Table of contents. This is a list of all the articles in the issue. If you’re
looking for a specific article, this is your first stop.
Thumbnails. This shows a small image of each page of the issue.
Think of it as flipping quickly through the pages of a magazine to find
something that jumps out at you.
Share us. Like what you read? Share it with your family and friends.
And send them to americanconsequences.com to receive the next
issue as soon as it’s published.
Print. You can select the whole magazine, or only the pages you want
to print here.
Download. Click here to download the entire magazine in a PDF
format. You can also load it on your Kindle or tablet for offline viewing.
Full screen. Eliminate distractions and make the magazine as large
as it will go.
Zoom in. Font too small? This will make it bigger, but it also makes it
harder to scroll between columns. We’re working on making it more
responsive. Stay tuned.
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Have a question that’s not answered here?
E-mail feedback@americanconsequences.com.
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