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ADVERTORIAL

Don’t buy a stock in
2020 until you see this
Experts are predicting more ups and
downs in 2020, as the Trade War lingers
on and the Election draws closer. But
Stansberry Research -- whose work has
been featured in Barron’s… USA Today…
Bloomberg… MarketWatch… Fox
Business News… Forbes… and more -believes they’ve identified what will be the
#1 stock for 2020, no matter what else
happens.

Learn More

In this report, you’ll discover...
The rise of online retail in 1999.
We recommended Amazon (AMZN) when
it was $59 a share. Today, it’s around 30
times that price.
The rise of mobile payments in 2002.
We recommended PayPal (PYPL) when it first
allowed people to send money to each other,
online. We wrote that PayPal was “the new
standard for making payments via the internet.”
Back then, the company had only about 13
million customers. Today, it has 295 million!

The rise of gene sequencing in 2000.
No one could have dreamed up the
advancements we’re seeing in genetics right
now. But we first recommended a leader in
the field called Illumina (ILMN) for around $6
a share. Today, it sells for more than 47 times
that price.
The rise of robotic medicine in 2004.
We picked Intuitive Surgical as a breakout
leader when this technology first began to
show promise. The stock has gone up over
3,000% since we first brought it to the
attention of our readers.
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INSIDE THIS ISSUE
Are you prepared for the next decade?

E

ditor in chief P.J. O’Rourke kicks us
off with some fabulously outlandish
and cheerful predictions – say
goodbye to cold weather, Big Tech,
and celebrity “influencers.” And say hello to
buying the U.S. presidency for under $10 –
because that’s all it’ll be worth after eight years
of Democrats in office.
Then, we focus in... and ask nine of the
feature contributors to our magazine one
question: What will the 2020s bring us?
We narrowed it down to a grab bag of
predictions, expectations, and flat-out sure
things. From political disasters, technological
innovations, macro-economic trends, and
companies in crisis – we’ve got them all.
Then read what might be the biggest, most
contrarian call in this magazine – we know
when the next recession will begin.
Dr. Steve Sjuggerud updates us on his 2020
Melt Up blueprint. More gains ahead, he says.
And he’s been righter than right so far.
World-roaming financial analyst Kim Iskyan has
the inside scoop on Saudi Arabia’s Aramco IPO.
P.J. says “Kim does a fantastic job of explaining
the ‘It’s-Too-Complicated-To-Explain.’”

And Buck Sexton shows why the Democrats
have gotten more than they bargained for
with his call (originally published earlier this
month) of a Trump impeachment... and a
second term.
Plus, don’t miss...
• In defense of embattled WeWork buffoon
Adam Neumann.
• Will 2020 be the year that NATO finally
dies?
• The high stakes of the coming digital
currency war.
• Three ways to fight off the Christmas blues.
• One man’s devastating loss... and how
to avoid it yourself. (And how to win at
carnival games.)
We’ve uploaded a PDF suitable for printing
to our archive page.
And tell us what you think at feedback@
americanconsequences.com.
Regards,
Steven Longenecker
Publisher, American Consequences

We tell you what to expect... and how to profit.
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ADVERTORIAL

The REAL Reason Why the
Rich are Getting Wealthier
in America

FOR 2020

-- While Everyone Else is Being Left Behind
Today, most Americans are
being left behind in a way
we’ve never--ever--seen
before.

Stansberry explains what politicians either don’t
understand or simply won’t tell you… and he
reveals the one investment he recommends
you make (it’s not a stock, bond, ETF, mutual
fund, or precious metals), to help make sure
you don’t fall behind.

Sure, the gap between the rich and everyone else
has always existed--but never on this level. And
never has it increased at this speed.

Porter is one of the most controversial figures
in America today—but he’s also one of the
smartest, most successful, and most generous
men you’ll ever meet.

Every year, thousands of people in our country
are ascending into millionaire status. On
the other side, surveys show nearly 60% of
Americans don’t even have $1,000 in savings.
That’s why, for the first time ever, Porter
Stansberry (an ultra-successful, multi-millionaire
businessman), has gone on camera to explain the
REAL reason for America’s huge and growing
wealth gap.
As Porter explains, we don’t need socialism
in America. We need a better understanding of
how this new economy works.
And if you want to truly understand the REAL
reason why the rich are getting richer… and
the most important step you can take, to be
on the right side of this trend, all you have to
do is watch the first 10 minutes of Stansberry’s
remarkable new video, filmed in his corner
office.

I guarantee you’ve never heard these ideas
discussed in quite this way before.
Just watch the first 10 minutes of Stansberry’s
new video. You will think about what is
happening in America in a completely different
way.
And you could even have the chance to make
money, if you follow his recommendations.

You can watch Stansberry’s new
video, filmed at our firms’
headquarters, for free here:

Start Watching

From Editor in Chief

P.J. O’Rourke
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LETTER FROM THE EDITOR

THE FUTURE’S SO
BRIGHT, I GOTTA
WEAR SHADES

P

redictions often tell you more about
the predictor than the predicted.
There’s a fine line between making
prognostications and drawing up a
wish list... And I’m going to cross it.
No, I can’t tell you what’s going to happen
in the 2020s. But, really, neither can anyone
else. No offense to the wise soothsayers in the
rest of this issue. They may even be on the
money. However, the future always contains
a large measure of “unknown unknowns.”
Our brilliant savants are drawing up wish lists
too, even if they’re doing so unconsciously
and with a lot more knowledge and expertise
than I have. Me, I’m going to come right out
and admit that all I can do is hope for flying
ponies and candy-flavored rainbows...
My predictions may not be useful, but at least
they’re cheerful instead of just right or wrong.
Would you rather hear from a sugar-coated
ignoramus or a know-nothing who just
sucked on an Altoid? Would you rather visit
a seer who smiled into her crystal ball or a

fortune-teller who examined your tea leaves
and shouted, “Go away! Do not cross my
palm with silver! Get out! Get out!”
Thus, my forecast for the next decade is...
sunny weather!
Starting with climate change... It’s happening.
But what if it turns out to be a good thing? I
live in rural New Hampshire. We could use a
month less of winter. In fact, we could use six
months less.



CLICK

HERE

TO READ
THE WEB
VERSION

True, rising sea levels may put New York and
Los Angeles under six feet of water... But let’s
accentuate the positive – New York and Los
Angeles under six feet of water. And global
warming may make Iraq, Iran, and Saudi
Arabia too hot to be inhabited. Bonus.

“

My predictions may not be useful,
but at least they’re cheerful
instead of just right or wrong.
American Consequences
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“

Everybody will return to chatting
over backyard fences, calling on
the phone just to say hello, and
sending postcards from vacation
trips – 'Weather is here.
Wish you were beautiful.'
Donald Trump talking about buying
Greenland might be crazy. But crazy is not
the same as wrong. Go long on beachfront
property near Greenland’s capital city of
Nuuk – soon to be known as “The Riviera of
the Frozen North.”
The cultural climate will change, too. The
social media fad will pass. One day we’ll all
wake up thinking, “Whose bright idea was it
to put every idiot in the world in touch with
every other idiot?” Facebook, WhatsApp,
WeChat, and Instagram will be the mood
rings, Nehru jackets, Cabbage Patch dolls,
Pet Rocks, hula hoops, and attempts to stuff
a record number of people into a Volkswagen
Beetle of the 2020s.
Everybody will return to chatting over
backyard fences, calling on the phone just
to say hello, and sending postcards from
vacation trips – “Weather is here. Wish you
were beautiful.”
As a result, Big Tech will go the way of
the Big Three automakers, and Michael
Moore’s 2029 feature film will be about
lives of economic desperation in Cupertino,
California.
8
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Speaking of automakers, the self-driving
car will turn out to be a flash in the pan. By
the time self-driving car software gets smart
enough to know how to negotiate America’s
traffic jams, it will be smart enough to
know that only an idiot wants to negotiate
America’s traffic jams. The self-driving car will
refuse to leave your driveway. A great excuse
to – always – work from home!
Then, because we can’t go anywhere and are
watching too much TV, the celebrity index
will crash. “Personalities” and “Boldface
Names” have already been vastly oversold.
There’s an enormous glut in this market. Just
open a copy of People or Us at random, point
a finger at a pictured celeb, and ask yourself,
“What is this person celebrated for?” I’ll bet
you don’t know, and I know I don’t...
Plus, fame is a commodity that’s grossly
overpriced. Take Kylie Jenner for example,
whoever the heck she is. (I vaguely recalled
that she was some kind of Kardashian with
her former dad now being her other mother,
or something like that.) So I Googled her.
(Which I won’t be able to do later this decade
because Google’s parent company Alphabet
will be in Chapter 11 along with StudebakerPackard.)
Kylie is 22. Kylie started her own makeup
company. Kylie’s net worth, according to
Forbes magazine, is $1 billion. That’s a lot of
lip gloss... The entire market capitalization
of Revlon is only $1.29 billion. There’s going
to be a big sell-off in Kylie and all the other
Kylie-alikes. Supposedly famous faces will face
a major downturn – a bear market among the
barely recognizable. The trouble is, how do
you short a celebrity? (Never mind that many

of them are surprisingly short in person.)
How else will the 2020s be different?...
In a development possibly related to celebrity
devaluation, DC and Marvel finally run out
of superheroes to make lousy movies about.
Major studios are forced to turn to Harvey
Comics. Richie Rich, Baby Huey, Little
Audrey, and Sad Sack are given superpowers.
Major league sports, now lacking star players,
return to being just games the way they were
supposed to be all along. Everybody plays for
the fun of it and the losing team has to buy
beer for the winning team.
Meanwhile, baseball – which until the 2020s
was operating on geologic time with innings
measured in eons – finally gets speeded up
due to the institution of a few simple rules:
Each team gets one pitcher who has to
pitch the whole game. No one is allowed to
visit him while he’s on the mound. He gets
only 25 seconds per pitch to check the base
runners, adjust his cap, rub his nose with
the back of his glove, and scratch himself in
places where he shouldn’t in public. Also, the
home plate umpire is given only half a dozen
baseballs. When these have been popped into
the stands or knocked over the fences, the
game is done.
Baseball games, however, don’t seem to be any
faster. This is due to extensive recreational
marijuana use in the bleachers and, for that
matter, the outfield.
As U.S. recreational marijuana use increases
to the point that it’s nearly universal, cannabis
production, distribution, and marketing
become America’s largest industry... as

measured by an interview with a flying pony
on Bloomberg Markets.
Mike Bloomberg (surprisingly short in
person) was accused of attempting to buy the
2020 U.S. presidency. In 2024, he actually
does... although he only has to pay $9.95
because that’s all the office is worth after the
Democrats get done trashing it – one way or
another – for eight years.
Pizza delivery becomes America’s secondlargest industry.
President Bloomberg’s attempt to regulate
flying ponies fails in Congress, but by
a narrow margin because congressional
representatives have the munchies and
pizza has just been delivered to the Senate
cloakroom.
Peace comes to the Middle East (see climate
change prediction above).
Israel uses its Iron Dome technology to supply
the entire country with air conditioning.
Speaking of which, dress warmly... When any
of my predictions come true, hell will freeze
over.

“

Supposedly famous faces
will face a major downturn –
a bear market among the
barely recognizable.
The trouble is, how do you
short a celebrity?
American Consequences
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YOU WRITE, WE RESPOND

Re: Our Newest Readers
Weigh In
I’m taking advantage of a snowed-in
Thanksgiving to peruse some of the recent
issues of American Consequences to which
I’ve just subscribed. Great stuff! I have
always enjoyed P.J. O’Rourke and only have
18 of his books. I would love to meet his
kids! I know they’re probably not anonymous
in New Hampshire, but at least he’s
camouflaged their names so they may find
shelter elsewhere in the country! I’ve always
felt rather sorry for Robert and Sophie Barry
and wonder if Dave knows what they were in
for as they grew up and found their friends
reading about their escapades. Keep up the
great writing! – Jan G.
P.J. O’Rourke comment: Thank

you, Jan! You
may have read more of my books than I have!
And one of these days, if you do meet my
kids, I hope you’ll find them cheerful, polite,
and presentable. (All credit for which goes
to my wife.) I’ve always kept my children’s
real names out of print, mostly because I
remember from when I was a kid that even
having a parent is embarrassing, let alone
having a parent who shoots his mouth off in
public. On the other hand, I’m friends with
Dave Barry (a great guy). His kids (both of
them delightful) haven’t suffered any ill effects
from having a dad who’s much more famous
than I am. But this may be because Dave is
also much more decent and lovable than I
10
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am. Or it may be because of something that
another journalist friend of mine, whose
children also sometimes appear in his articles,
told me. He said, “As far as your kids are
concerned, you’re ancient history. Even if
you were really famous, they’d consider you
to be ‘Lawrence Welk Famous.’ And they –
and their friends – are about as interested in
reading what you write as they are interested
in reading the Epic of Gilgamesh in the
original Sumerian cuneiform."
No centerfold – bummer! Otherwise, very
interesting. I like it. – Glenn T.
P.J. O’Rourke comment: Well,

Glenn, you can’t
have everything. The staff and associates of
American Consequences are very attractive
people, but they’re also far too modest and
seemly to go around posing in the buff. And,
as for me, you really don’t want to see that.
I’ve been a fan of PJ’s since he wrote for car
magazines. “Lost My Hat, Utah” still makes
me laugh. – Sam T.
P.J. O’Rourke comment: Hats

off to you, Sam!
(And for those readers who weren’t devotees
of Car and Driver and Automobile back in
the ‘80’s and ‘90s, what Sam is referring
to is something that we car journalists
noticed on our cross-country jaunts. At first,
America’s settlers named the towns that they
founded after places in England, their own
patronymics, Native American geographical

terms, or famous cities
in Europe. But the
settlers seem to have
run out of names by the
time they got to the far
west. For example, Farr
West, Utah. And Gun
Barrel City, Texas. Zeb,
Oklahoma, and Jackpot,
Nevada – all real places...
although Lost My Hat is not.)

Re: The Economic
Itch the IMF Can’t
Stop Trying to
Scratch
The more debt that is sold,
the more “MONEY” is made
for the organization. So,
for me, it’s easy to see
why Christine Lagarde
got promoted. She made
“MONEY.” It’s just like
Jamie Dimon cold-calling
the mayor of Detroit and
selling him loans. The
repayment is all gravy, no
risk, money. You see my
debt idea that matters is that
banks do not lend any money
per se, they sell you a loan...
It’s quite an illusion and THE
most fabulous scam.
– David S.
Kim Iskyan comment: Hi

David,
thank you for your email.

CHECK OUT
OUR ONLINE
ARCHIVE OF
PAST ISSUES.

Though the IMF is a multilateral
lender, its focus isn’t to make a
profit (and its employees aren’t
paid on the basis of loans they
make). But one of the main
points of the IMF is to make
loans... If the IMF’s wellpaid employees didn't make
loans, after a while they’d be
out of a job. So in that sense,
making the biggest loan on
record for the institution is an
“accomplishment” – even if no
one took home a bigger bonus at
the end of the year for it (as
is the case with commercial
or investment banks). It’s a
different kind of scam... but
a scam nevertheless.

Re: Will The
Never-Trumpers
Get Their
Revenge?
Buck, I was a Never-Trumper
in 2016. I didn’t like his
behavior in the primaries
and thought he was a
lifelong Dem, who hung
out with the Clintons,
etc. I stayed out of the
general election vote,
choosing to vote for Sully
Sullenberger. Since the
election President Trump
has appointed two
really good Supreme
American Consequences
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Court members, is trying to get control
of immigration and so on. Looking at the
Dem line-up in 2020 the only thing one can
conclude is that they have gone absolutely
crazy. Batshit, Commie, Nutjob crazy. I plan
to vote for President Trump in 2020, and I
think there are quite a few like me out there.
– Donald W.
Buck Sexton comment: Lots

of very wise
people had their trepidation about Trump
at first, but it’s very tough to argue with the
results: a roaring economy, markets at alltime highs, unemployment at record lows,
relative peace, and overall prosperity. On the
other hand, the Democrat Left offers social
justice virtue signaling, socialism, and higher
taxes. This is not a hard choice in 2020 for
people thinking clearly. Donald, glad you are
with us.
P.J. O’Rourke comment: Donald,

I’m not
personally much of a Trump fan either, but I
hear you loud and clear. I have a businessman
friend, an ex-Never-Trumper, who told me,
“The Trump administration isn’t so bad if you
turn the sound off.” Then he paused for a
moment and said, “... and the picture.”

Re: ‘You Didn’t Build That’
Redux
The Democratic candidates don’t hate
the places or the people who live in rural
areas, or who make their livings in fossilfuel-related industries. They are concerned
about the effects of climate change.
12
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The consequences of ignoring this crisis
are building and are undeniable. If you
care about the future of this country, or of
the world in general, I encourage you to
accept the obvious, and work to support
development and industries that will
reduce our carbon use. By supporting
Green infrastructure and initiatives, you can
actually do something good for working
people. – Brian R.

Perhaps,
though the Democratic candidates have a
funny way of showing how much they like
folks in rural areas... who are generally more
conservative, more religious, and more likely
to own property, a gas-guzzling truck, or a
super-scary shotgun. They’re also more likely
to be self-employed and intimately familiar
with how government regulation makes their
lives harder – not easier.
Steven Longenecker comment:

Do any of the current Democratic candidates
have proposals that might appeal to that
group of folks?
Hillary Clinton’s “basket of deplorables”
comment very well may have cost her the
2016 election. I suspect something similar
will happen in 2020... the Democratic
nominee simply won’t be able to resist
blurting out his or her real opinion of people
who live in rural areas.
Likewise, no U.S. politician or government
policy is ever going to fix the climate. The
only way that so-called green infrastructure
and initiatives will ever replace other energy
sources is when it’s cost-effective to do so.

And that will happen... but when it does, it
won’t be thanks to the government picking
winners and losers.
The U.S. government has spent hundreds
of billions over the past 50 years on a
graveyard of failed energy projects. And
almost always, the money flowed to the bestconnected... the benefits were less significant
and transformative than hoped... and there
were practically always unintended negative
consequences. What makes you think this
time and this crisis is any different?

Re: Read This Before
Reheating Your Turkey
Just a note for your information. As we age
one of the things seems to be susceptibility
to inflammation-caused diseases. However,
although we have mapped the Genome,
we have yet to map the Biome, which is
the other 97% of our body that consists of
bacteria, yeasts, and SCOBYS (cooperative
associations of bacteria and yeasts). As we
age, many people get less and less external
beneficial bacteria and yeasts resulting in
lower colonies inside us...
So what to do? Most people take pre, or
probiotics, and that’s fine as far as it goes.
However for a real boost, we need to
reintroduce Ferments into our diets. One
teaspoon of homemade raw sauerkraut for
instance contains as much beneficial bacteria
as a handful of those expensive freeze dried
capsules. So, perhaps a bit of my favorite
spiced carrot, cabbage & ginger Ferment
during your meal, and while you are snacking
on your leftovers just may tip the balance in
your favor this holiday season. – Tim M.

Thanks, Tim. I’ve
written for years about the benefits of taking
probiotics, but the absolute best way to get
healthy gut bugs into our system is through
fermented foods. I love adding sauerkraut to
my plate, as well as some spicy kimchi. And
I enjoy some plain (non-sweetened) yogurt
in the morning. Add a handful of blueberries
to the yogurt and you’ve got a great way to
promote a healthy gut!

Dr. David Eifrig comment:

Re: Christmas: Inside Out
As a former DJ, I always played the
songs you mentioned, as opposed to the
“traditional” tunes. One of my favorites is
Stan Freberg’s Green Chri$tma$. Perhaps
you have heard it; if not, given your sense of
wry humor, I suggest you search it out. Merry
Chri$tma$. – Carl N.

I hadn’t heard it
before Carl – but thanks for suggesting it. Just
listened to it now and it’s fantastic. I found it
on YouTube here.
Steven Longenecker comment:

Just wanted to say thank you for this essay
on Christmas and why commercialization
cannot ruin it. I just appreciate some of the
history you brought out and also because
it helps me see that expressing joy is a
good thing. As Christians we don’t have to
be horrified at the merriment etc but see
the good wherever and whenever we can.
Christmas can bring out the good if we look
for it. – Madelyn H.
P.J. O’Rourke comment: Joy

to the world,
Madelyn! We at American Consequences love
that essay by Andy Ferguson. I’ll answer your
letter for Andy because he’s out spending a

American Consequences
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fortune on Christmas presents – like the good
Christian that he is. After all, baby Jesus got
presents of gold, frankincense, and myrrh
(although He probably would have preferred
a cuddly plush toy). The other reason that
I want to answer your letter is Andy would
never be crass enough to suggest his own
books as Christmas gifts. But I will! Andy has
written three fabulous tomes: Fool’s Names
and Fool’s Faces, a hilarious description of the
various moronic politicos he’s encountered
over the years... Land of Lincoln about the
wonderful (and sometimes strange) ways
that our 16th president continues to affect
America... and Crazy U, which details the
insane process of getting a kid into college.
Meanwhile, you can read more of Andy in
The Atlantic where he is a regular contributor.

Re: Will the Democrats Miss
Middle America Again?
I hate to say so but your piece about
fracking misses the whole point and is very
foolish. Because natural gas creates so
much less carbon than other fossil fuels
for power generation, it has been the most
significant factor in REDUCING carbon
emissions in the United States during the
past 15 years. Instead of whining about “oh

The fracking industry is poisoning the
water, causing earthquakes, and delivering
obscene profits for the .01%. It is an enemy
of all life on the planet, all by itself (and it’s
not the only enemy the planet has). And your
argument is jobs? The renewable energy
industry has TEN TIMES the jobs the fossil
fuel industry can offer and actually helps the
planet.
Guess we all know who is paying American
Consequence’s bills, now don’t we? Your
article gushes about how the fracking
workers in Pennsylvania hunt, fish, and
swim in the area – LIE. They can’t even drink
what’s coming out of their tap, in many
cases. In some cases, they can even light
it on fire. Try peddling the oligarch’s line to
someone who will believe you. – James A.
Steven Longenecker comment: We’ve

again
successfully ticked off both sides with a single
article... For what it’s worth, both P.J. and I
can personally testify that the hunting and
fishing in Pennsylvania is great.
But no, we don’t currently receive any
payments from the oil industry or the
renewable energy industry. If you’d like
to change that, we’re happy to start
accepting advertisements from either. I’ll be
waiting for your e-mail at slongenecker@
americanconsequences.com.

these people we must protect their jobs,”
you should be promoting fracking as the
environment’s best friend. – Charles P.

Send us a message, question, or criticism
at feedback@americanconsequences.com.
14
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TRUMP BLOWS DOOR

WIDE OPEN…
Greatest Gift To Investors

President Trump just opened the
doors to what PwC calls “the biggest
opportunity in today’s fast-changing
economy.”
With the signing of Executive Order
13859, a tiny underground industry is
set to soar 1,810% over the next few
years…
Now with the doors wide open, money
is flooding in...
 Governments around the world have
earmarked $155 billion.
 Facebook, Amazon, Apple, Google,
and Microsoft are investing billions of
dollars.
 Venture capitalists are pouring
in $9.33 billion.
Because they all know when this
industry goes mainstream... early

investors will make a fortune! You
see, this market is expected to be
worth $15.7 TRILLION by 2030.
And, I’ve identified the ONE company
at the center of this boom.
If you get in now – before this market
explodes 1,810% by 2026 – you could
catch windfall gains.
In this brand-new exposé, you’ll
discover everything you need to get
in on the ground floor of what’s been
called “the next big thing in tech.”
And with Trump’s signing of Executive
Order 13859, this rare opportunity
will not remain off the radar for much
longer. So, if you want to get in before
the market soars 1,810% in the next
few years...
Just click here now for all the details.

American Consequences
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THE 2020 MELT
The moment we’ve been waiting for has finally arrived...
We’re entering the final stages of one of the
greatest bull markets of all time.
This is great news. You see, the biggest gains
in stocks often happen during the last months
of a bull market... what I call the Melt Up.
I know...
Stocks have been going up with barely a break
for the past 10 years... This is the secondlongest bull market in history.
And after all these years, you might think that
the big gains are behind us. You might think
that you missed out. But that’s not the case.
The Melt Up is finally here. And that means
the biggest gains are still to come...

THE BIGGEST GAINS HAPPEN
DURING THE MELT UP
The Melt Up is a powerful idea... But few
investors truly understand it.
It’s based on a simple premise...
Stocks often have their biggest, most explosive
gains at the ends of major bull markets.
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By Dr. Steve Sjuggerud

UP BLUEPRINT
In short, before the big “Melt Down” arrives,
we have the big Melt Up.

Importantly, the Melt Up typically begins
after a time of extreme fear.

It’s the final push higher before the bear
market kicks in.

In late 1998, stocks had fallen dramatically
in the wake of the Asian Financial Crisis, and
we hit a fear extreme. Then, stocks surprised
everyone and soared higher – the Nasdaq
rose 200% in 18 months during the dot-com
bubble.

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 period.
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THE 2020 MELT UP BLUEPRINT
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Stocks have had four major
falls since 2015
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We appear to be
in the late innings
of a great bull
market... And as
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fastest gains come
in the final innings.
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I can’t guarantee a massive move like that
again, of course. But I do believe that the
coming years could resemble the late 1990s.
We appear to be in the late innings of a great
bull market... And as history shows, the
fastest gains come in the final innings.
Why am I so confident?
There’s one major reason. To put it simply...
stocks are acting a lot like they did back in
the 1990s. Stocks fell dramatically late into
that bull market... And then they soared
dramatically to new all-time highs.
We’re making new highs today. And there are
plenty of other similarities this time, too.
Let’s take a closer look at these Melt Up setup
conditions this time around...
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You can see them clearly by looking at the
above chart of the S&P 500...
Stocks fell in late 2015, at the beginning of
2016, and again once more in February 2018.
(We’ll get to the most recent fall in a minute.)
In all three of those cases, the short-term
downside was 10%-plus. Those were the first
10%-plus declines in stocks since 2011. But
that wasn’t the end.
2018 looked like it was back on track after
February. But by the end of the year, stocks
started a rollercoaster dive.
From the end of September to the end of
December in 2018, stocks lost nearly 20%. It
was a kick in the gut.

STOCKS HIT A FEAR EXTREME...
AND THEN RISE DRAMATICALLY

Investors had gotten used to consistent gains
and easy money in the previous four years.
But stocks showed a crack in their armor, and
that caused a major spike in fear.

In the past couple years, we’ve seen four major
pullbacks. And each major pullback led to
major extremes in fear.

How do we define fear? It’s more challenging
than you think – you’re trying to put a
number on a human emotion.

December 2019

Take a look at the chart below...

We look at it in a variety of different ways,
but the most common way to size up fear in
the markets is through the Chicago Board
Options Exchange Volatility Index (the
“VIX”) – often referred to as the market’s
“fear gauge.”

This is exactly what we’re looking for. It’s
exactly what happened before stocks melted
up in the late 1990s.

When stock prices move wildly, the VIX goes
up. When stock prices aren’t volatile, the VIX
moves down.

Investors hit a patch of fear... stock prices
fell... but then they recovered. They reached
new all-time highs and continued to soar
during the final stage of the bull market – the
Melt Up.

The VIX spiked during each of the recent
falls. Generally, a VIX reading of more than
20 shows fear in the market.

Last December, investors were scared silly.
That’s why, in January 2019, I made my
biggest commitment to stocks... ever.

In late 2015, the VIX rose above 40 – a level
not seen since 2011.

I invested more in stocks than I ever have
before.

The VIX nearly hit 30 again in February
2016.

The last time I made a major commitment to
stocks like this was back in late 2008...

In February 2018, after months of recordsetting lows, the VIX spiked all the way to 37.

Back then, I put all of my investable assets
to work in stocks – and then some. I even
took out a line of credit on my home and I
invested it in the stock market.

And December 2018’s correction produced
similar results. The VIX peaked at 36 on
Christmas Eve.

The Volatility
Index

40
35

The last correction
sent volatility
soaring higher

30
25
20

Index value

This is exactly
what we’re
looking for. It’s
exactly what
happened
before stocks
melted up in
the late 1990s.

Why was I so confident in 2008?
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THE 2020 MELT UP BLUEPRINT
Because EVERYONE was scared. There was
nobody left to sell.
And how did it work out?
I doubled my money in 13 months in one
particular hedge fund. I cashed out of that
fund, repaid the home equity line with the
proceeds, and let the other investments ride.
(I still own one private fund I bought back
then.)
But in January 2019, I put far more money to
work in stocks than I did in all of 2008 and
2009.

• 2011 with Florida real estate...
• And with gold stocks in the first half of
2016.
It had been a few years since I’ve “backed up
the truck” to buy, like I did in those trades.
Until January 2019, I had been setting aside
cash, waiting for the next “scared as hell”
investment.

Why? Because the opportunity was similar to
what I saw back then...

I didn’t know if it would appear in Asia,
Russia, or Latin America... or in a bond
market, a currency market, or a commodity.
All I knew was I was ready to take advantage
of that moment when it appeared.

“I’m scared as hell,” one family friend told me
at a holiday party over Christmas last year.
“Trump, the trade war, the market gyrations...
I’m getting OUT.”

So, I get it. It’s scary out there right now. It
feels like the best days of this bull market are
over... like it’s time to get out. But that’s the
worst decision you could make.

I couldn’t say it at the party, but that “scared
as hell” sentiment is what I live for as an
investor.

We’re right on the edge of the Melt Up. We
may never see another bull market like this
one again in our lifetimes. So please, take
advantage of it... The biggest gains are likely
still ahead.

When I see and hear that people are “scared
as hell” – it’s game time. It doesn’t happen
often. But when it does, you have to take
advantage of it. I personally took advantage of
it in...

READ OUR LAST
BIG MELT UP ISSUE
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• Late 2008 and early 2009 with stocks...
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DR. SJUGGERUD HAS
BEEN EXACTLY RIGHT

WELCOME TO THE

ROARING

2020s
We asked nine of the feature contributors
to our magazine one question: What will the
2020s bring us?

We narrowed it down to just 20... a grab bag
of predictions, expectations, and flat-out sure
things. From political disasters, technological
innovations, macro-economic trends, and
companies in crisis – we've got them all.
Read on for what to expect... and how to profit.

PREDICTIONS FOR THE NEW DECADE...
AND HOW YOU CAN PROFIT

 CLICK HERE
TO READ THE
WEB VERSION
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The Coming Renaissance
of Value Stocks

WHITNEY TILSON
FOUNDER OF EMPIRE FINANCIAL RESEARCH

B

ig investing trends tend to move in
cycles, often a decade or longer. Wise,
experienced investors know this and
take advantage.

My investing career began in the late 1990s,
at the tail end of a 17-year bull market that
ended with one of the great melt-ups of all
time – the Internet bubble. I've never seen
anything like it, before or since.
It was hard to be a value investor back then.
When I launched my first hedge fund on
January 1, 1999, I made legendary investor
Warren Buffett's Berkshire Hathaway my
largest position. The stock was then trading
just above $60,000 per A-class share. I
continued adding to the position as my fund
grew, at prices that rose to more than $70,000
by midyear. At that point, tech stocks were
doing well, with the Nasdaq up 22% for the
year... But other stocks were also doing fine:
the S&P 500 Index was up 12% and the Dow
Jones Industrial Average had risen 20%.
But then investors truly lost their minds
and drove tech – especially Internet stocks –
through the roof. The Nasdaq rose 54% in
the fourth quarter alone and another 15%
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in the first two months of 2000, ultimately
peaking on March 10. As investors chased
performance, money poured out of "old
economy" stocks and funds – so much so
that, over those five months, the S&P rose
only 7% and the Dow was actually down
almost 2%.
Berkshire, a prototypical "old economy" stock
run by the most famous value investor in the
world, declined seemingly every day. It sunk
below $70,000, then $60,000, then $50,000,
and finally approached $40,000 in early
March.
It was a sickening slide for my largest
position. Day after day, the market told me
I was wrong. But I knew I wasn't, so I kept
buying the stock all the way down, finally
making it a massive 30% position on the very
day it bottomed – and, not coincidentally, the
day the Nasdaq peaked (though I didn't know
it at the time).
This story, of course, has a happy ending...
Berkshire's stock rose by more than 50%
within a few months and is up more than
700% since then. March 10, 2000, marked
not only the bottom for Berkshire, but also

THE ROARING 2020s
the start of an extended period in which value
stocks, after many years in the wilderness,
outperformed growth stocks.
From that day until the market peak on
October 11, 2007, the iShares S&P 500
Value Fund (IVE) outperformed the iShares
S&P 500 Growth Fund (IVW) by more than
50 percentage points, as you can see in the
top chart...

2019... despite numerous headwinds such as a
slowing economy and the ongoing trade war.
It feels to me like we're close to another
inflection point, where value is set to
outperform growth for many years.
Thus, I suggest overweighting stocks like
Berkshire (BRK-B), tobacco giant Altria
(MO), and financial-services company
Goldman Sachs (GS) in your portfolio.

It was a glorious time
to be a value investor.

Since 2015, however,
value stocks have
gained only half what
growth stocks have...
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Then, pretty much
all stocks got killed
over the next 17
months until the
market bottomed
on March 9, 2009.
And in the six years
after, both value
and growth stocks
did equally well –
moving roughly in
lockstep.

-30%
-40%
-50%

2001

2002

2003

2004

2005

2006

2007
70%

IVE vs. IVW 12/31/14 - 11/29/19

60%
50%
40%

IVW

30%
20%
10%

IVE

Led by the tech
sector, the market has
had a huge year in

Percent Change

As you can see, these
cycles tend to last six
to seven years. The
current one is now
approaching five
years.
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Science Fiction
With a Tinge of
Horror Story

DOUG CASEY
LEGENDARY SPECULATOR AND
FOUNDER OF CASEY RESEARCH

M

y task is to make some predictions
(although "forecasts" sounds more
legitimate) about the Big Picture.
OK, I'm game. Let's write some
plausible science fiction, with a tinge of
horror story.
First, it's good to remember that
demographics have a life of their own. That's
not good from the point of view of those of
us of European descent. We're only 10% of
the world's population, and that number
is falling rapidly. Worse, it seems we're
responsible for all the world's problems, and
therefore aren't very popular.
In Europe, I expect the 2020s will have a lot
of mass migration – the largest in scale since
the barbarian invasions of the fifth century.
There will be millions, then tens of millions,
of Africans coming across the Mediterranean.
In the U.S., there will be hundreds of
thousands coming from Central America. A
Reconquista movement will develop to "make
the Southwest Hispanic again." And young
chicanos and cholos won't be interested in
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paying 50% of their incomes to support
old white broads on Social Security in New
England.
The consequence of scores of trillions of new
currency units being printed around the
world in response to the crisis that began in
2007-2009 will be a catastrophic Greater
Depression... made worse by negative interest
rates. One consequence of that will be the
election of a left-wing Democrat, if not in
2020, then definitely in 2024.
China is on its way to dominating the world
this century... But in the meantime, its
financial system – starting with its banks –
will implode. Mrs. Wong will be very, very
unhappy to find that the 50% of her income
she has been saving has disappeared.
The U.S. is likely to provoke a major war,
and not just a "sport war" like we had in Iraq
or Afghanistan. This time it will probably be
with China, possibly Russia or Iran... perhaps
with all three. It won't do well, since it will
find that its aircraft carriers, F-35s, and the
like are equivalent to cavalry before WWI and
battleships before WWII.
The U.S. dollar will lose its pre-eminence and
will be treated like a hot potato by foreigners.
Trillions will flood back to the U.S. in
exchange for whatever is available – land,
companies, what-have-you. This will help take
domestic inflation to unprecedented levels.

But in times of radical
change, the most important
thing is to keep what
you have.

THE ROARING 2020s
But enough gloom and doom. On the bright
side, we'll approach the Singularity. Many
technologies – including artificial intelligence,
robotics, space exploration, biotech, genetic
engineering, and nanotechnology – will really
come into their own and start transforming
the very nature of reality.
So, what should you do about it? I can give
you a lot of speculations. But in times of

Capture the
Biggest, Most
Lucrative Gains

radical change, the most important thing
is to keep what you have. I suggest three
simple actions: Diversify politically and
geographically... Buy lots of gold and silver...
Have a nice piece of productive land in a
reasonably secure jurisdiction...
And get yourself a nice widescreen to watch it
all happen. You might as well be entertained...

The next 10 years will
be driven by innovations
in artificial intelligence, blockchain, the rise of precision
medicine, 5G, and the
Internet of things.
set for a rally similar to the 1990s, when the
Nasdaq gained 750%.

MATT McCALL
RENOWNED STOCK PICKER
AND ANALYST

T

he key to predicting the future is to
think outside the box. According to
Dator's Laws of the Future, "any useful
statement about the future should appear
to be ridiculous." What you are about to hear
may sound ridiculous, but the fact that we
can't leave our house without a smartphone
sounded insane 10 years ago.
The Roaring 2020s will be one of the
most exciting times in the history of the
stock market as a confluence of several
technological factors are all coming together
at the same time. I believe the stock market is

The boom of the 1990s was driven by the
Internet, personal computers, and cellular
phones. The next 10 years will be driven
by innovations in artificial intelligence,
blockchain, the rise of precision medicine,
5G, and the Internet of things.
By taking a simple approach and investing in
the overall market, you will do fine.
However, the only way to capture the big
gains, like the Nasdaq in the 1990s, is to look
at investment trends and specific stocks.
One of the most lucrative investment
trends will be the transformation of the
multitrillion-dollar transportation industry.
By the end of the decade, self-driving cars will
be the norm, and most of us will no longer
American Consequences
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need to own a vehicle. I realize this is difficult
to fathom, however all signs point to a world
of driverless cars before we know it.
Blockchain technology is synonymous
with bitcoin and cryptocurrencies. Even
though bitcoin is built on the blockchain,
there is much more to the technology. The
opportunity I see is the tokenization of
everything into digital assets. The blockchain
will eliminate the need for middlemen –
realtors will be extinct. It will also allow us the
ability to invest in everything from fine art
and wine to future earnings of athletes... all

A Senior Wave and
Changes in
Food Production

THOMAS CARROLL
THE BEST HEALTHCARE
ANALYST ON WALL STREET

I

originally created my favorite chart in 2008
to illustrate the growth of aging folks who
would shortly seek Medicare coverage from
private sector insurers.

As you can see, people born on the part of
the curve with the gold star turned age 65 in
2008 and became eligible for Medicare. This
was the beginning of a 15-year "hill" of more
and more people joining the ranks.
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via blockchain and tokenization.
And the key to these technologies I have
mentioned is 5G. Without 5G, there will
not be a fleet of autonomous vehicles... There
will not be a boom in the Internet of things...
And so on. In 2020, the introduction of 5G
will start to expand and the invention of new
industries will begin.
Investors need to ignore all the talking heads
that have been calling for a market pullback
for years. There is no better time to be in stocks
than today.

That has been a great underlying trend for
companies like Humana (HUM), which has
been a three-bagger since.
We can use this chart again to highlight
another major trend... senior housing and
geriatric health care in general.
The average age when people will need senior
housing and help with daily activities is about
82. Let's do the math... 2020 – 82 = 1938.
Now, look at the chart.
People born in 1938 will begin to seek more
senior health care services beginning in
2020... the bottom of the hill. The growth
trend will accelerate each and every year until
about 2040. This is huge.
In addition, the way that people produce
food will be disrupted in the coming decade.
This has been a trend a long time in the
making, but it's now becoming more cost
effective and investable.
There's a 1971 book called Diet for a

THE ROARING 2020s
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Small Planet. It was the first time someone
suggested that how humans eat and produce
their food – meat in particular – was
massively inefficient and would become
unsustainable. This argument has been rewritten many times since.
Food production in the next decade will most
certainly see drastic changes... The recent
initial public offering from Beyond Meat
(BYND) is just the beginning of this trend.
Think about growing actual meat in a lab...
broadly known as "cultured meat" or cultured
food. Muscle cells are painlessly harvested from
a living cow and nurtured until they multiply
into muscle tissue. It may sound off-putting,
but it's biologically the same as what you're
buying in the grocery store meat section.
Lab-grown food is an alternative to raising
chickens or having cattle graze over hundreds
of acres, eating much more than they
ultimately produce in food. Plus, livestock

Live Births/1k population
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The birth rate
has declined...
which means
there's less
population
to support
the Medicare
program.

release copious amounts of methane, a
greenhouse gas many times more powerful
than carbon dioxide.
Also, cultured food reduces the need for
inhuman treatment and slaughter of animals.
Now, that is a noble motivation. And
population growth here in the U.S. and other
developing countries may move the argument
from morality to practicality.
A few startups in this field include Future Meat
Technologies, Memphis Meats, Finless Foods,
and SuperMeat. There are also many public
companies that use science to grow everything
from meat to cannabis to sweeteners.

Lab-grown food is an
alternative to raising chickens
or having cattle graze over
hundreds of acres, eating
much more than they
ultimately produce in food.
American Consequences
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Only Own
Businesses With Pricing
Power (and Gold)

the debt that we all owe. (The idea is, if in
10 years a dollar is worth half what it's worth
today, then the debts I owe today will be half
as burdensome a decade from now.)
With this in mind, I don't want to hold
cash... That's a recipe for guaranteed losses.

AUSTIN ROOT
STANSBERRY RESEARCH
PORTFOLIO MANAGER

T

he world is more indebted than it has
ever been, when you add government,
corporate, and individual consumer
debt together. Collectively, we owe more
than three times the world's gross domestic
product (GDP). And each year, debt balances
are only going up.
But governments and central banks show
zero interest in solving this problem the way
you or I would – by prudently spending less
than they make and paying down debt over
time. Instead, it's clear that they want to keep
spending big and hope to grow their way out
of the problem (if GDP goes up more quickly
than debt, then "voila," the debts look smaller
by comparison).
They also have one additional tool that we
don't have: a money-printing press. Over the
next decade, expect governments to throttle
down even more on monetary stimulus and
money supply. Expect currencies around the
world to decline in value and inflation to
eventually soar. This will artificially reduce
the huge global debt burdens by devaluing
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Instead, I'll be focused on owning two
things with the bulk of my assets: gold and
companies with pricing power. Gold is
simple, so I'll focus on the other category.
I want to own world-class companies with
products or services that are in high enough
demand that they'll be able to pass on cost
increases with ease and continue generating
excellent returns and profits.
The most straightforward type of companies
are toll-taking businesses that get paid as a
percentage of a larger transaction. My favorite
among these are the credit-card companies
like Visa (V) or American Express (AXP). As
inflation rises, you'll need to pay more dollars
for the same good, but Visa and Amex will
still get their cut.
Lastly, the flip side to this is you want to
avoid owning businesses without pricing
power. Stay away from businesses that employ
lots of folks earning minimum wage (those
rates are definitely going up) and sell products
where pricing is tough to get. Two areas that
come to mind for me are restaurants and
nursing homes.

With this in mind,
I don't want to hold cash...
That's a recipe
for guaranteed losses.

THE ROARING 2020s
The Slaughter
of the Unicorns

In the final months
of the decade, the unicorn
market suffered the
ultimate indignity.
suddenly the founders, not the investors, were
the ones holding all the cards.

BRYAN BEACH
FINANCIAL ANALYST, CPA, AND
FORMER "BIG FOUR" AUDITOR

T

he 2010s will go down as the decade of
the unicorn. If you're unfamiliar with
the term, a "unicorn" is a privately-held
company valued at more than $1 billion.

Unicorns used to be rare. But in the 2010s,
they started popping up everywhere.
Fueled by cheap debt and Middle Eastern
sugar daddies, there has been an arms race
among venture capital firms like the SoftBank
Vision Fund to invest as much money
as possible, as quickly as possible, in any
company with a cool logo and a remotely
viable business model. The 2010s saw the
term "Unicorn bubble" enter the financial
lexicon – there's even a Wikipedia page
describing the new phenomenon. How did
this happen?
Jacob Goldstein, host of Planet Money, nailed
it when he pointed out that: "It used to be
that startups competed to get money. Now
money is competing to get to the startups."
That's a very important distinction. With so
much money sloshing around Silicon Valley,

The traditional playbook has early investors
– that is, venture capital firms – cash out
their investment for a huge windfall via an
IPO. As the 2010s pulled to a close, we've
seen an unusual reversal of the traditional exit
strategy. As it turns out, the public markets
are not interested in paying Silicon Valley
prices for bubbly, cash-gorged unicorns with
lousy business models.
Since 2017, 11 venture-backed unicorns
have gone public. Collectively, this group
generated around $12 billion in revenues
in the year before their public debut... and
burned through around $6 billion of cash
flows in that year. No wonder the venture
capital firms were ready to cut them loose!
The public markets have not been kind to this
herd of unicorns, with ride-sharing firms Lyft
(LYFT) and Uber (UBER) among the worst
performers (both down around 40% in the
nine and seven months following their IPOs,
respectively).
In the final months of the decade, the unicorn
market suffered the ultimate indignity... The
public markets rejected the IPO of officerental giant WeWork. That is almost unheard
of. The message is clear: the public markets
have little appetite for venture-backed
unicorns.
American Consequences

29

The inflating unicorn bubble was one of the
most important trends of the 2010s. And I
believe that the bursting of this bubble will be
one of the biggest trends of the 2020s. Firms
like the aforementioned ride-hailing giants,
tooth-aligner SmileDirectClub (SDC), and
social media wannabes Snapchat (SNAP) and
Pinterest (PINS) will have a rough go in the
years to come.

Two Bigger-thanthe-Internet
Tech Developments

ENRIQUE ABEYTA
FINANCIAL ANALYST AND OWNER OF
REVOLVER MAGAZINE

M

y first day working full-time
on Wall Street was the day that
Netscape went public – August 9,
1995.

This was the real kickoff of the Internet era on
Wall Street, and within a few years, the first
generation of Internet giants would go public.
Yahoo was the first real Internet content
company to go public in 1996, and then
Amazon became the first real e-commerce
company to go public in 1997.
As I think back to that period, one of the
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We're also wary of cyber-security firm
CrowdStrike (CRWD), one of the few unicorns
whose price has increased since its IPO, and
Peloton Interactive (PTON), which sells
"happiness" in the form of stationary bikes.
No longer nurtured by the deep pockets
competing for their affections, in the 2020s
we're going to watch these companies struggle
in the harsh reality of public markets.

most interesting aspects of it was that initially,
all of the stocks of the companies that – in
theory – would be negatively impacted
by a disruption of free Internet content
and ecommerce sold off very strongly. The
businesses, though, didn’t miss a beat. And
while investors were absolutely right about
the eventual result – they were a decade early
on the actual impact!
The newspapers and retailers are perfect
examples... There was an initial moment
where investors feared that these new Internet
companies would cause great disruption
to these traditional business models. Those
investors were absolutely right! It just took
about another 10-plus years for those impacts
to really be felt.
Those early Internet pioneers in content
and commerce had business models where
we knew that it could all be built. However,
in those early days, the technology or
infrastructure wasn't there to support them.
I would use the analogy of putting a man on
the moon. By the early 1950s, we knew how
to do it... But it would take another 15-plus

THE ROARING 2020s
years to develop the technology to actually
do it.
I feel very similar right now about two huge
technological developments that will change
our world as much – if not more – than the
Internet did 20 years ago...
Autonomous driving and electric cars.
With both of these technologies, we know
that they will work and that eventually the
technology will develop enough to make
them economic... and ultimately dominate
the market. And I suspect that it will happen
quicker than it did for the Internet.
The ramifications of both of these are
massive...
Think about the impact on auto accidents

The Failure of
Central Banks

GREG DIAMOND
CMT AND TECHNICAL TRADER

I

usually find long-term predictions silly...
especially if you think about how accurate
10-year predictions are in anything (paging
Al Gore). Still, here are mine...

Central banks are clearly on a warpath to do

if the vast majority of cars are autonomous.
Each year, there are 6 million auto accidents
in the U.S. involving 3 million injuries
and counting for 1% of total deaths. What
happens to auto insurance companies in this
scenario? Auto repair?
The electric-car technology is not technically
related to autonomous driving, but it is being
developed along a similar path. If the majority
of the U.S. auto fleet primarily uses batteries,
then oil consumption would plummet. Sixtyfive percent of the consumption of oil in the
U.S. is just for personal vehicles.
This has huge ramifications for the energy
industry as well as on a geo-political basis.
Ultimately, these technological developments
will be as big – if not bigger – than the
internal combustion engine.

The more central banks
intervene, the more
dislocated things become.
The more dislocated things
become, instability rises.
everything possible to prop up the economy.
But they are really creating the illusion of
prosperity and price stability through zero
and negative interest-rate policies and rising
stock market prices.
The central banks will fail, probably sooner
rather than later...
I won't get into a major history lesson, but all
great economies crumble from an expansion
of too much credit in the system.
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What if central-bank
intervention has reached
its peak and now if things
get out of control and
interest rates rise, central
banks can't control it?
The more central banks intervene, the
more dislocated things become. The more
dislocated things become, instability rises.
And eventually that's when systems fall apart.
This is how economies collapse.
What central banks are doing is the exact
opposite of the free market... Free markets
sniff out ineffective institutions, technology,
and corruption, allowing capital to move
where it will be used best. The more central
banks intervene, the more it hides the
underlying problems in an economy and
exacerbates the problems, which causes much
more instability. That's the exact thing central
banks claim to prevent.
I'm not the doom-and-gloom, end-of-theworld type... No matter what happens,
the sun will continue to rise. But I find it
disappointing that the only thing that has
mattered for investors over the past decade is
what central banks are doing.
It's also sad that central banks have destroyed
the interest-rate market. God forbid someone
just wants to earn 3% to 4% in a savings
account and enjoy the time value of money,
as opposed to being forced to speculate in the
stock market because there's nowhere else to
park their hard-earned money at reasonable
rates.
President Trump recently met with Jerome
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Powell to discuss negative interest rates. It's
almost as if the powers that be are telling
you exactly what is coming down the pike.
Negative rates are already a reality in Europe,
Japan has had zero interest rates for decades,
and China isn't far behind.
The one thing that makes me think we may
have already reached an inflection point
and that it's possible for things to move the
other way is the possibility that interest rates
have reached their low. What if central-bank
intervention has reached its peak and now
if things get out of control and interest rates
rise, central banks can't control it?
The issues in the repo market over the past
few weeks are a perfect example of what can
happen if things really get messy. The Fed
didn't want repo rates to go too high for
fear of a freeze in lending, so it intervened.
If lending does freeze up, that's when the
tide goes out and we'll likely find out which
financial institutions are really in trouble.
No matter the amount of intervention, the
free market eventually reveals the underlying
issues.
So my big-picture prediction over the next
one or two decades is the implosion of
central-bank intervention. Whether we are in
the beginning stages of it now or the life span
has a bit more room to run, it will make for
interesting times either way.
Central banks have killed volatility over the
past 10 years, so a reversion to the mean will
bring it back. There will be lots of trading
opportunities, if nothing else!

THE ROARING 2020s
The 'Tokenizing'
of the World

ERIC WADE
CRYPTOCURRENCY ANALYST
AND ENTREPRENEUR

T

his may take a while to play out, as
some of the building blocks necessary to
make it happen are still being perfected,
but I foresee a time that blockchain
technology is used for unlocking the value of
real-world assets and services that previously
haven't been very liquid.
The big idea is called tokenizing.
Tokenizing is a complicated process now...
much like when digital scanners were first
sold to consumers to use with their home
computers. Those scanners were big, slow,
hard to install, and they required special
software. (Anyone remember installing
drivers?) But after a few years, computer
technology got better and scanners got
smaller... And now there's a free scanner
included in my desktop printer and it works
easily every time.
Tokenizing goods and services will work
the same way. Right now, we have some
tokenizing pioneers who have been successful
attaching a gram of real gold to a crypto
token. It all exists thanks to how tokens can

be created, transferred, and verified easily on
the Ethereum network.
Of course, gold has some special properties.
It's fungible, for one. Any gram of gold is
equivalent in value to any other gram of gold,
so once the authenticity of the gold is proven,
anyone buying the token attached to the gold
is assured of its value.
But over the next decade, we'll start seeing
more items of value become tokenized. I
anticipate not just art or even a song from
a musician's portfolio, but what about real
estate or even shares of stock? What about
tokenizing a building or even an oil well?
Over the next decade, where rules are needed
(tokenizing stocks and bonds, for example),
those rules will be developed. And an evergrowing use by people who want to conduct
transactions peer-to-peer will start to learn
about tokenizing. Think of the possibilities
such as buying tiny pieces of a classic car,
a Rembrandt, or a piece of beachfront
property... all items of value that are out of
reach of most people. But by tokenizing the
asset, smaller pieces can become liquid.
How far can we take this? I was recently at
a private meeting with an investor who is
working on tokenizing health care services
for people who may require future care... and
want to own a piece of that care now. That's
innovation that blockchain will make possible
in the next decade.

Think of the possibilities...
all items of value that
are out of reach of
most people.
American Consequences
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By Dr. David Eifrig

3 TIPS TO FIGHT
OFF THE
CHRISTMAS BLUES
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You’ve likely heard the line,
“suicides spike around the holidays.”
The truth is, November and December see the
fewest suicides year-round.
There are a few reasons this myth of more
suicides exists...
First, there’s the ubiquitous showing of the
film It’s a Wonderful Life, where the main
character contemplates suicide just before
Christmas. But another contributor is one
we can’t ignore – although suicide rates lower
during the holidays, depression does increase.
Depression rates rise around the winter
holidays for a simple reason – stress.
Demands for spending money on gifts,
traveling, and spending time with family all
take a toll on our mental health.
What’s more, December, January, and
February do have the highest rates of death by
all causes. We’ve written before that we believe
the underlying factor is stress. When the
holidays come around, we do too much, travel
too much, spend too much, and – for some
folks – log too many hours with our families.
Clearly, the increased mortality includes
other factors... We eat and drink a little too
much, and hospitals during holidays often

face staffing shortages. For that matter, the
time change ending daylight saving time
kicks off this season of stress by disrupting
our sleep patterns. (Another great example of
government do-gooders fixing something that
ain’t broke.)
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Stress lays the groundwork for a deadly
chain reaction in our bodies. And we know
that pervasive, unchecked stress leads to
depression.

Demands for spending money on
gifts, traveling, and spending
time with family all take a toll
on our mental health.
So over the coming weeks, we urge you to
take a break and manage your stress levels.
Boosting the happiness chemicals in your
brain, for example, will not only lower stress,
but reduce pain and lower our risk for heart
attacks. Happiness also boosts your immune
system – just in time for cold and flu season.
There are plenty of ways to lower stress by
boosting your happiness. The key is to tap
into your hormones. Four neurotransmitters all
work to lower stress and increase contentment...
American Consequences
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CHRISTMAS BLUES
about 90% of serotonin originates in your
gut, not your brain.

What’s more, deep breaths also release
endorphins. And the vagus nerve, when
stimulated, also releases oxytocin.

Dopamine is the “reward and reinforcement”

2. Smile more. It sounds too simple to work,

Serotonin is primarily a mood regulator, but

chemical. It’s also involved in movement.
Endorphins kick in when you’re stressed.

They help motivate and energize you and
mask pain if you need to push through
something.
Oxytocin helps us feel close to people and

form personal relationships. It also acts as an
anti-inflammatory.
Here are three simple ways to increase these
feel-good chemicals:
1. Stop everything and take a deep
breath. Deep breathing using your

diaphragm muscle helps calm you down.
That’s because your diaphragm connects to
your amygdala. The amygdala is a walnutshaped tissue I’ve written about many times.
It’s the “fear” center of your brain. It sets off
our “fight or flight” response and triggers
release of hormones like dopamine to deal
with stress.
But deep breathing helps calm the
amygdala. It also triggers the vagus nerve.
This important nerve cluster sets off the
parasympathetic nervous system and controls
a lot of activities associated with rest. It relaxes
your blood vessels, lowers our heart rate, and
relaxes our muscles and lungs.

It does work.
The act of smiling stimulates
muscles in our faces.
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and it even gets me a few laughs when I tell
folks about it. But it does work. The act of
smiling stimulates muscles in your face. These
muscles then send a rush of blood flow to the
frontal lobe of the brain, which in turn makes
hormones like serotonin, dopamine, and
endorphins.
Laughter, as well, releases these important
neurotransmitters. Laughing releases nitric
oxide (NO), which lowers blood pressure and
reduces stress. It also boosts your immune
system. In one study out of Indiana State
University that looked at cancer patients,
those who watched a humorous video saw
boosts in their immune cells. Specifically,
their natural killer cells were more active.
That’s great news, since these cells fight
diseases, including cancer.
3. Meditate. I’ve written so many times

about the benefits of meditation. It’s a simple
exercise that anyone in any medical condition
can do.
Meditation lowers stress levels by boosting
serotonin and dopamine levels. It calms
activity in the amygdala. And meditation also
activates that vagus nerve. That means you’ll
feel surges of oxytocin as well.
I hope these tips will help you de-stress this
busy holiday season and keep depression at
bay.

ADVERTORIAL

What Do These D.C.
Millionaires Know
That You Don’t?
It’s no secret politicians are among
the richest people in the country.
In fact, the average member of
Congress is twelve times wealthier
than everyday Americans.
Official records show over 200
Congressmen are millionaires, and a
handful of them are worth well over
$100 million.
But now, a growing number of elected
officials has been quietly setting
themselves up to grow even richer in
the weeks ahead.
What are they doing?
And how can you copy their moves?
According to a new exposé by of
America’s top news anchors, Judge
Jeanine Pirro, many of Washington’s
top politicians are making massive
bets in one of the most controversial

corners of the stock market.
A sector of the market that is poised
to explode 37x in the months ahead.
This is an extremely time sensitive
message… which could have huge
political and financial implications for
2020.
To watch Judge Pirro’s new
controversial interview free of
charge, click here.

This Is
When the
Next
Recession
Begins
Market strategists, financial journalists, and investors are calling for a
recession in 2020. Some would have you believe it’s already begun.
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Moreover, many folks conclude that this recession will launch the next
great bear market, popping the current market bubble in equities.
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The headlines grab attention. They generate views and ad sales. The
comments could even be called incendiary.

HERE

Don’t believe the hype.
These folks are looking at insufficient data. Or worse, they simply
already believe something to be true and are looking for data to support
it. If “market bubble” headlines are grabbing the attention of the readers,
it’s easy for the financial press to pour more fuel on that fire.
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By Joel Litman
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This Is When the Next Recession Begins
But that doesn’t make their opinions accurate.
It just creates more headlines.
About 20 years ago, I was asked to speak at a
high-yield debt conference in Las Vegas. One
of the conference sponsors was a man named
Mitch Julis, one of the two partners in the
formidable Canyon Capital hedge fund.

However, just because the stock market is at
all-time highs doesn’t mean it has to go down.
It all depends on where we are in the earnings
and credit cycles.

I didn’t know it when speaking with him
at the time, but Mitch was on his way to
becoming, if he wasn’t already, one of the
most successful hedge-fund managers ever.

In fact, over the last 150 years of recorded
financial history, it is very difficult to find a
bear market that isn’t preceded by a seizure in
the credit markets.

I told Mitch that I was a bit uncomfortable
speaking in front of a room full of credit experts
as I considered myself to be “an equity guy.” Why
would this audience want to hear from me?

That goes for the savings and loan crisis, the
Asia financial crisis, and the Great Recession...
and throw in the Panic of 1907, the stock
market crash that led to the Great Depression
in 1929, the Roosevelt recession in 1938-39,
and the 1970s recession if you still needed
more examples.

Mitch explained that it was my accounting
expertise that he and the audience were after.
He stated how the importance of getting to
the right corporate performance numbers
was as important to credit holders as it was to
stockholders.
Then, this icon of investing was kind enough
to provide me with some of the most important
advice I’ve ever received in my career.
“If you want to be a great equity investor, you’ve
got to be a solid credit analyst.”
He added something to the effect of, “Got
that, kiddo?”
That conversation changed my life.

OF COURSE A RECESSION AND
A BEAR MARKET ARE COMING...
EVENTUALLY
Over the past 10 years, one of the most
40
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with our institutional clients is about the end
of the bull market.
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All the severe bear-market collapses
that people fear most have been
preceded by major breakdown in credit
markets.

Stock markets don’t fall because of high
valuations. History has shown that those very
high valuations can get even higher still. They
fall because of collapsing credit...
And right now, the most advanced credit and
earnings signals all point to a stock market that
is highly likely to continue climbing for another
12 months or more.
We’ve been telling our institutional clients this
since 2013. Over these past many years, we
probably sound like a broken record. But while
it isn’t as exciting as telling folks the sky is
falling, the difference is that we’ve been right...

To understand if we’re headed for a recession
and a bear market, we pay attention to one key
question... Are we headed toward a debt crisis?
The best, most comprehensive signals say that
the answer is a resounding “no.”
Not yet anyway. For U.S. corporations, there
are no near-term signs of an impending debt
crisis. Companies have two options to service
their debt as it comes due.
1. They can pay off the debt with their cash
balance and cash flows.

runway of the entire U.S. economy.
Using traditional accounting metrics, this
wouldn’t be possible. The problems with
how different companies treat metrics – like
leases, interest expense, capex, and other line
items – make as-reported accounting totally
incomparable and trend analysis impossible.
Any big-picture macro analysis of U.S.
corporates in aggregate would be “garbage in,
garbage out.”

2. Or, they can refinance their debt with more
debt due at a later date.

FORGET THE SPIN CYCLE, LOOK
AT THE CREDIT CYCLE

Debt crises normally begin when companies
are unable to refinance their debt. They are
still on the hook to pay. But they don’t have
the cash to do so. And banks aren’t willing to
lend to them.

By using Uniform Accounting, a more
reliable way of looking at companies than the
U.S. generally accepted accounting principles
(“GAAP”), we can see a better, macro picture
of companies’ ability to service their debt
obligations.

By looking at all U.S. corporations’ debt, cash
flows, and cash on hand, we create a signal
that accurately gauges the overall health and

The following chart highlights the aggregated
“Credit Cash Flow Prime” chart for the S&P

Aggregate CCFP for the Entire S&P 1000 With Outstanding Debt
(excluding financials)
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1000, which is the S&P 1500 minus the S&P
500. The S&P 1500 is basically the 1,500
largest U.S. companies. And we focus on the
S&P 1000 because the 500 largest companies
(the S&P 500) are so large and have such
healthy-income statements and balance sheets
that they wash out any insight around credit
risk for companies that are the real potential
catalyst for a credit crisis.
The chart has a few important features worth
highlighting...
The vertical bars represent all financial
obligations U.S. companies have after
Uniform Accounting adjustments. The blue
line represents the aggregation of corporate
cash flows used for paying their obligations.
And the blue dots are aggregate cash on hand
(added to the cash flow each year). Companies
begin getting in trouble when their cash and
cash flows no longer exceed the stack.
As you can see, U.S. corporations can nearly
service all of their obligations, including share
buybacks, with cash flow alone. And that cash
allows a fair amount of buffer should any
factors impact their cash flows until 2022.
It’s not until 2023 that cash and cash
flow combined fall squarely in the middle
of maintenance capex and annual-debt
maturities have tripled.
That’s a three-year runway before we
expect to see the kind of debt issues
that could send the market and the
economy into a real tailspin.

Of course, we also see some concerns starting
in 2021, because that’s when the buffer
between cash flow and non-share-buyback
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obligations starts to shrink. If companies
haven’t continued to steward their cash and
don’t refinance their 2021 debt maturities
before 2021, there may be issues then.
Importantly, this chart is changing over time.
The debt maturity stacks we’re showing here
for 2019 to 2021 are what those maturities
looked like as of December 31, 2018. We
only get that data systematically when
companies file their annual 10-K reports.
Since we we’ve already seen some refinancing
occur as we analyze individual bonds and
corporate credit, it’s likely the actual picture
looks even better now.

There’s a three-year
runway before we expect
to see the kind of debt
issues that could send the
market and the economy
into a real tailspin.

DEBT THAT IS DUE IS LESS COSTLY
While the U.S. has a big debt headwall
coming in 2021, that can change when U.S.
corporations refinance their debt.
That wasn’t happening last year or earlier this
year... but it’s exactly what we’ve been seeing
recently. And it’s been speeding up in the past
few weeks.
There’s a simple reason we’re seeing a renewed
interest in refinancing... After rising massively
in 2018, the costs for corporations to borrow
have fallen this year.

The chart below highlights the cost to borrow
for U.S. corporations currently, which we
look at by combining aggregate credit default
swap (“CDS”) prices plus the risk-free rate
over the last decade. Credits are broken into
three buckets: investment grade (“IG”),
crossover (“XO”), and high yield (“HY”).

Then in 2018, something changed. The
refinancing market dried up. Companies
weren’t as active refinancing their debts. The
cost for them to do so had risen significantly...

IG companies are the largest, safest, and most
stable public companies, while HY companies
are the smallest and riskiest. So it makes sense
that HY corporate cost to borrow is always
more expensive than IG cost to borrow, with
XO always in the middle.

And the underlying CDSs for corporate
borrowers were rising too as perceptions
grew that the bull market was running out of
steam. The cost to borrow for IG companies
rose from around 2% to 3.5% in 2018
through early 2019. The cost to borrow for
HY businesses jumped from 3.5% to 5.5%.

As you can see in the chart below, the cost to
borrow for all types of credit is significantly
lower than it was in 2010 as we were coming
out of the Great Recession.
Companies have used those lower costs to
consistently refinance their debt maturities. It
made sense. When companies “roll out” their
debt this way, they get to delay repaying it
and also get to see interest expenses decline or,
at worst, stay flat.

First, the Federal Reserve was actively hiking
interest rates, with four rate increases in 2018.

Companies saw these increases and paused their
debt refinancings. That’s how the debt-maturity
headwall in 2021 got so big earlier this year.
But in recent months, we’ve seen a big
inflection... which has caused the refinancing
market to return. It’s why we think debtmaturity headwalls that had been looking
material for 2021 are likely to be pushed out
to 2022 and beyond.
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Without the sorts of debt-maturity
headwalls that we see beginning in
2021, there’s very little risk of a stock
market collapse before then.

The rise in the cost to borrow in 2018 has
completely reversed itself. Thanks to the Fed
cutting rates and CDS levels moderating, cost
to borrow is roughly in line with what it was
in 2014 through 2017, when the refinancing
market was strong.
We already know that the risk of a recession
in 2020 is much lower than many on Wall
Street are claiming, just by understanding
how debt maturity headwalls look. But we
also can get new confidence about how 2021
looks for the U.S. and global economy, by
understanding how important the refinancing
market is to economic growth.
The fact is that traditional, as-reported means
of looking at credit and equity will not
provide a suitable model for understanding
where we are in the bull and bear cycle.
So while the stock market has run a lot, it still
has strong legs to continue running.

Professor Joel Litman is the chief
investment strategist at Altimetry. There,
he’s focused on helping individual
investors make sense out of accounting
standards that obscure a company’s
true earnings. In other words, he helps
investors get it right when Wall Street
gets it wrong by using a team of 90
accountants and analysts who sift
through more than 8,000 publicly traded
companies around the world.
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Don’t believe the hype or scary headlines. The
stock market won’t collapse simply because
journalists are calling for a bear market,
regardless of how many random, poorly
calculated data points they try to use.
Instead, rely on signals that drive the forecast
and have for centuries... regardless of how
boring that might be or how few ads that
might sell.
The U.S. stock market is experiencing new
market highs because credit and earnings
cycles support it. They will continue to do so
for another year and more, and the market
will continue to rise until the right signals say
otherwise.

The stock market
won’t collapse simply
because journalists are
calling for a bear market,
regardless of how many
random, poorly calculated
data points they try to use.

We published a cover
story on Joel in our
September magazine,
and were so impressed
with his work that
we invited him to
contribute an article this month. If
you’re interested in reading more from
Joel, he publishes a free daily letter called
the Altimetry Daily Authority. You can
learn more by clicking here.

ADVERTORIAL

Tiny 7 Stock Could
Be #1 Winner During
Gold’s Next Move
$

There’s a mining project that’s
expected to increase its cash flow
to more than $100 mill – by 2022.
And this tiny $7 stock could
return more than any other gold
mining company over the next
12 months.
In this report, you’ll discover...
 Bill’s favorite gold investment for
2020, poised to soar as the yellow
metal continues to leap higher and
higher in the weeks ahead...
Why right NOW is the perfect time

to take a stake...
 Why this virtually-unknown business
model has the proven potential to
hand investors a small fortune in
this brand-new bull market...

Learn More

POOR
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By Dan Ferris

ONE MAN'S DEVASTATING LOSS...
AND HOW TO AVOID IT YOURSELF

HENRY
Tubs of Fun is a simple carnival game.

You throw a softball into a plastic tub from a
few feet away. The object is to make the ball
stay in the tub.
It sounds easy, but it’s not. The ball is too
bouncy and the tub is too hard. It’s difficult
to keep the ball from bouncing out of the tub.
The player has the illusion he’s throwing a ball
into a container. But he’s really just throwing
it at a solid wall.
To make it worse, the worker running the
game lets you take a practice throw.
First, he drops a softball in the tub... And it
stays, because he’s standing right next to the
tub. Then, you throw a softball... And the
ball he dropped in absorbs the energy from
the one you threw, so your ball stays, too. But
when you play for real money, you can only
throw the ball into an empty tub.

If you’re not the sharpest tool in the shed,
you won’t figure this trick out. But hey, it’s a
carnival game. Everybody knows you’re not
supposed to win, right?
Well, no. Not everybody...
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Enter Henry Gribbohm, a tough-looking,
tattooed young man with a toddler to care for
and $300 in cash burning holes in the pockets
of his dusty work pants.
On a spring day several years ago, Gribbohm
walked into the Fiesta Shows traveling
carnival in Epsom, New Hampshire. He
walked out shortly after, his pockets empty
and a large stuffed banana toy with a smiley
face and dreadlocks draped across the top of
his toddler’s stroller. A news reporter said the
funky banana toy was worth $149.
Gribbohm watched the worker do his little
practice throw routine and didn’t figure out
American Consequences
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the ruse. So Gribbohm played and played...
He lost $300 within minutes, all he had in his
pockets. He went home and fetched another
$2,300 – all that remained of his life savings.
He returned to the game and lost all that, too.
He admitted on camera, “You get caught up
in the whole double-or-nothing-I’ve-got-towin-my-money-back... “
The thing is, many investors are walking in
Gribbohm’s shoes every day. They’re making
exactly the same mistakes...
Now, you might think the first mistake I’ll
point out is that Gribbohm was gambling.
It won’t be.
Plenty of people gamble without devastating
losses. Gambling doesn’t guarantee
devastating losses – nor does it indicate a
grand character flaw. It’s fine, as long as
you limit losses and understand it’s pure
entertainment spending, not a legitimate
attempt to increase your net worth.
In other words, it’s fine as long as you know
the game you’re playing.
Gribbohm’s first mistake was ignorance of the
game he was playing.
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Plenty of people gamble
without devastating
losses. Gambling doesn’t
guarantee devastating
losses – nor does it indicate
a grand character flaw.

Yes, Gribbohm thinks alleging a carnival
game was fixed is a plausible defense for
being clueless enough to give $2,600 away
voluntarily. He kept plowing money into a
carnival game... while being totally ignorant
of the fact that carnival games are rigged.
You might think Gribbohm is uniquely naive.
But millions of investors are just as bad as he
is. They have no idea that Wall Street is often
about the same as a carnival.
Wall Street is in the business of selling stocks
and bonds. This business generates billions
of dollars in fees. It’s a business that allows
bankers to drive around in $300,000 cars...
afford $10 million homes in the Hamptons...
and collect absurd bonuses. That money
comes from customers who are encouraged to
buy every piece-of-crap security the bankers
can come up with.

Gribbohm was on a financial mission. He
started playing Tubs of Fun to win an Xbox
Kinect video game device (valued at about
$100 at the time). When his first attempts
were unsuccessful, he ran home, got more
money, and kept at it.

Think about the brokers, lawyers,
accountants, and other people you do
business with. Always ask what they get out
of it. Ask what has to happen for them to
make money. When you buy stocks, ask who’s
selling them, or who has sold you on the idea
of buying them. Know the business you’re in,
and know the businesses you deal with.

Gribbohm later filed charges against the game
owner, alleging fraud.

Gribbohm’s second mistake was pursuing easy
financial gain.
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Most people don’t understand that easy
financial gain is one of the worst things that
can happen to them. Ask a lottery winner.
According to author Don McNay’s book, Life
Lessons From the Lottery, the lives of lottery
winners are usually a wreck within about five
years of winning.
Lottery winners get a ton of money they
didn’t earn without any practice at hanging
onto large sums of money. It’s really, really
hard to handle that. It’s like ordering a drink
at your favorite watering hole and being
dropped into a giant vat of beer.
Technically speaking, you got what you asked
for... just more. More is bad when you’re not
prepared for it... when you didn’t do more to
earn it.
Aspiring to easy financial gain might
be normal, but it’s also self-destructive.
Gribbohm was trying to win a $100 prize by
playing a $2 carnival game. His results speak
for themselves.
Investors make this same mistake as well.
They buy risky options and hot tips from
friends in the pursuit of fast, easy gains. They
see the stock market as a lottery... rather than
a place where people can buy pieces of worldclass businesses that they can hold for decades.
Gribbohm’s next big mistake was giving in to
a bias toward action.
Nobody likes to sit still. And that’s too bad.
Famous 17th-century French mathematician
and scientist Blaise Pascal said, “All men’s
miseries derive from not being able to sit in a
quiet room alone.”

lose less

How to WIN at Carnival Games
The first rule of winning at carnival games is
simple: Even winners are losers.
You can buy that polyester-and-formaldehydestuffed, six-foot-tall teddy bear for about $3
direct from China.
But if you must fail miserably at impressing
a date, here's a few secrets straight from the
carnies...
Aim for the bottom of the stack of weighted milk
jugs, not the middle section.
Don't try to bank off the backboard in the
basketball games. It's intentionally bouncy, the
rim is probably bent, and the ball is overinflated.
Swishes or nothing.
Use backspin for any games that require tossing
balls into baskets, milk jugs, or fishbowls.
Snap your wrist to add sideways spin for any
games involving tossing rings around bottles.
If you really want to win something – anything
– for your kids, head to the goldfish bowl toss.
Of course, even in winning you're really losing.
Enjoy the rest of the fair as you juggle fried food
with a bag of water and a 15-cent fish... that if
you're lucky, will only last for a week.
– American Consequences editors
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If you search for Gribbohm’s picture on
Google, you’ll see that he’s a tough-looking
guy. You can imagine him giving in to
pressure to “act like a man.” Men don’t refrain
from action. Men act. They take dramatic and
constant action. When the going gets tough,
the tough get – you get the picture.
People think “doing something” is always the
answer. Nobody thinks doing nothing is the
answer.
On the flip side, the actions that keep you
from losing your life savings at the carnival
and in the market will certainly not impress
other tough guys, nor attract women looking
for tough guys.
Taking big risks is more likely to make you
feel like a swaggering gambler, someone who’s
“not afraid to risk it all on a roll of the dice.”
It’ll at least attract a fair amount of attention.
Gribbohm got plenty of that!
Fear is the dominant emotion in the market
at all times. When it appears greed has taken
over, it’s really just the fear of being left out.
That fear drives people to constantly seek
action.
The final mistake Gribbohm made was not
knowing how far he was going to go.
Gribbohm’s story shows you how crazy
financial decisions can get, especially when
speculating on great financial gain. He lost
because he couldn’t trust himself. He didn’t
decide beforehand how he would behave if
presented with a game like Tubs of Fun.
What will you do if the stock market falls?
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Taking big risks is more
likely to make you feel
like a swaggering
gambler, someone who’s
“not afraid to risk it all on a
roll of the dice.”

What are your goals? I can’t really answer
any of those questions, but I can tell you
what I’ll do... I’m a dedicated lifetime buyer
of equities. I do what I believe is enough
homework to know which stocks to buy and
which ones to avoid.
Other things being equal, when the market
falls, I buy more of what I like, same as I do
when chocolate-chip cookies go on sale at the
grocery store. I want more cookies, so I like
it when my money buys more of them. I like
equity returns, too, so I really like it when my
dollar buys bigger ones.
Every stock investor faces a huge list of
unknowns. You’re not in control of stock
prices or interest rates or tomorrow’s
headlines. You must make your own behavior
in the stock market the most solid, reliable
of known entities. You must be in control of
yourself.
At any point during his incredible losing
streak, Gribbohm could have wised up and
walked away... but he didn’t.
Many investors are making the same mistakes
he did. If you’re one of them, wise up and
walk away. And before you come back, make
sure you learn the game you’re playing.

By Joschka Fischer

WILL 2020 BE THE YEAR WHEN
NATO FINALLY DIES?

The Day
After NATO
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The Day After NATO
Despite having been written off numerous
times, NATO survives. But another fox has
entered the henhouse, and it has met with the
typical European response to danger: furious
cackling and an explosion of feathers.
The fox in question is French President
Emmanuel Macron, who recently described
NATO as experiencing a kind of “brain
death.” One need not approve of that choice
of words – or of Macron’s new passion for
dialogue with Russian President Vladimir
Putin (I, for one, do not) – to recognize the
thrust of his argument. A profound change
in U.S. strategic priorities under President
Donald Trump demands that Europeans
revisit long-held assumptions about their
collective defense.
This is not the first time that NATO has
seemed to be on its last legs. Many had
arrived at the same conclusion before 2014,
when the alliance had little to focus on
beyond the mission in Afghanistan. When
Russia annexed Crimea and brought war to
eastern Ukraine, it breathed new life into
NATO.
Then came Trump, whose administration has
pulled the rug out from under Europe’s feet,
abandoned American leadership within the
rules-based international system, and pursued
a nationalist, protectionist, and unilateralist
foreign policy. Trump has declared NATO
“obsolete.”
The result is that Europe must fend for
itself for the first time since the end of
World War II. Yet after so many years of
strategic dependence from the U.S., Europe
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is unprepared – not just materially but
psychologically – for today’s harsh geopolitical
realities. Nowhere is this truer than in
Germany.
NATO’s future is more uncertain now than
at any time in its history. Immediately after
1989, few doubted that the alliance would
still be around 20 years later. But today,
questions about its future emanate from not
just Washington, D.C., but Paris as well.
NATO’s survival can no longer be taken for
granted, and Europeans cannot wait 20 years
to figure out what should come after it.
Between America’s nationalist turn, China’s
growing assertiveness, and the ongoing
digital revolution, Europe has no choice
but to become a power in its own right. In
this respect, Macron has hit the nail on the
head. But Europeans should not harbor any
illusions about what defense autonomy will
require. For the European Union, which has
only ever seen itself as an economic power
rather than a military power, it implies a deep
rupture with the status quo.
To be sure, NATO still exists, and there are
still U.S. troops deployed in Europe. But the
operative word is “still.” Now that traditional
institutions and transatlantic security
commitments have been cast into doubt, the
alliance’s unraveling has become less a matter

This is not the first time that
NATO has seemed to be on
its last legs.

NATO’s future is more
uncertain now than at any
time in its history.
of “if ” than “when.” When will Trump finally
decide that it’s time to call the whole thing
off? For Europeans, it would be the height of
folly to sit back and wait for the fateful tweet
to arrive.
Macron understands this, whereas Germany,
in typical fashion, is paying mere lip service
to its old commitments, promising to
increase its defense spending but making
little real headway. Macron understands that
the rupture in Europe’s defense following a
withdrawal of U.S. troops would be far more
severe than many seem to expect. It would
unfold not as some gradual, barely noticeable
transition, but as a sudden break.
If Europe wants to prevent – or at least delay
– that outcome, it must make substantial
investments in its military and expand its
own capabilities on a massive scale. In other
words, it must act as if the break has already
happened.
For much of its modern history, Europe has
had to deal with two challenges: a turbulent
center (Germany) and an unprotected eastern
flank (Russia and now China), which has
always been open in geopolitical terms. Since
its founding, NATO has served as a solution
to both of these problems.
As one looks farther east within NATO and
the EU, one encounters ever-greater security

fears among member states. This is not
surprising, given these countries’ geographic
proximity to Russia and long history of being
on the receiving end of Russian imperialism,
manifested most recently in Russia’s armed
annexation of Crimea and the war in eastern
Ukraine. For these countries – starting with
Poland and the Baltic states – America’s
integration in European defense through
NATO is indispensable.
Given the geopolitical risks on Europe’s
eastern flank, NATO provides a necessary
form of insurance, and even fosters solidarity
and unity within the EU, by requiring that
each member contribute its fair share to the
greater good. Trump’s nationalist shift, under
the slogan “America first,” has suddenly
forced Europe to confront the question of
its own sovereignty, which means becoming
an independent technological power with
the ability to act decisively as a united front.
The EU never would have done so of its
own volition. Trump, whatever his intent, is
forcing Europe to reinvent itself. To preserve
NATO, the EU must act as if the alliance was
already gone.
Joschka Fischer was German
foreign minister and vice chancellor
from 1998-2005, a term marked by
Germany’s strong support for NATO’s
intervention in Kosovo in 1999, followed
by its opposition to the war in Iraq.
Fischer entered electoral politics after
participating in the anti-establishment
protests of the 1960s and 1970s,
and played a key role in founding
Germany’s Green Party, which he led
for almost two decades.
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You can call Neumann a
foolhardy windbag...
But you can’t call him stupid.
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By Bryan Beach

M

Adam Neumann’s buffoonery has
been the gift that keeps on giving...
especially for those of us who write
about markets for a living.

NN

In the past year or so, the disgraced CEO of
office-space peddler WeWork has provided
endless questionable moves to critique from
the cheap seats.

WeWork spent much of 2018 working on its
big initial public offering (“IPO”). Everything
about it was unusual, starting with the
company’s S-1 – a document filed with the
Securities and Exchange Commission prior to
going public.
S-1 documents are typically bland, black-andwhite financial snoozers... But Neumann’s
wife Rebekah hired the Vanity Fair director
of photography to shoot magazine-grade
snapshots for WeWork’s S-1. Neumann
himself figures prominently in the document
– with the word “Adam” appearing 169 times.
(To put that in perspective, the wildly popular
messaging company Slack recently filed an
S-1 that only mentioned its CEO 19 times).
The Wall Street Journal reported that
Neumann invited the heads of the New York
Stock Exchange and the Nasdaq out to his
Hamptons estate and told them that if they
wanted the WeWork listing, they would have
to ban meat and plastic in their cafeterias.

Delighting in the downfall of Adam Neumann
has become passé. The jokes have been made...
The mud has been slung... The pithy tweets
have been tweeted. But today I’m going to tell
you what we can all learn from the WeWork
mess and why you should be more like Adam
Neumann in this market environment.

Neumann’s neurosis wasn’t limited to
WeWork... He told friends he would run for
“president of the world,” that he wanted to
live forever, and had ambitions of being “the
world’s first trillionaire.”

Done correctly, the WeWork business model
works just fine. The company enters longterm leases for office space, gussies it up, and
rents it out on a short-term basis. It’s certainly
not innovative, but the model has been
proven by various companies over the past
few decades.

And Neumann-bashing has become a bit
of a national pastime. But Neumann is not
the only character in the story... There’s also
Japanese billionaire Masayoshi Son (often
referred to as “Masa”) and a bunch of rich
Saudi investors. Masa, importantly, is CEO
of Japanese banking colossus SoftBank and

WeWork never did go public.
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also heads the Vision Fund, the world’s largest
venture capital fund.
Masa has escaped the WeWork mess with
far less media scrutiny than Neumann,
who’s often portrayed as an incompetent,
greedy, spoiled brat. That may be so... But if
Neumann is a spoiled brat, then Masa is the
entitled, undisciplined parent.
The WeWork debacle began in 2017. Back
then, Neumann was an eccentric entrepreneur
looking for funding. Meanwhile, Masa was
flush with cash after raising $100 billion for
his Vision Fund, more than half of which
came from the sovereign funds of Saudi
Arabia and Abu Dhabi.
With the money burning a hole in his pocket,
Masa set out giving entrepreneurs far more
money than they were looking for. Masa
figured that if a good business requires $10
million in funding... then it can be a great
business if you give it $100 million.
According the Wall Street Journal, “Mr.
Neumann has told others that Mr. Son
appreciated how he was crazy – but thought
that he needed to be crazier.”
Neumann took Masa’s urging to “be crazier”
very seriously. Backed by Masa’s money,
WeWork’s annual revenues grew from
around $400 million to around $3 billion.
That sounds great until you read its S-1 and
discover that during the first six months of
2019... the company’s operations burned
around $1.4 billion on about $1.5 billion in
revenue.
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The company maintained that its losses were
simply a function of investment in growth.
WeWork could, Neumann asserted, turn on
the profit faucets whenever it wanted. Despite
the obvious fact that WeWork was nothing
but a real estate company, Neumann insisted
his business deserved the valuation of a highflying tech darling.
As the profits fell, Masa responded by
funneling more and more money into the
business, at ever-increasing valuations – a $49
billion valuation in January 2019, versus $22
billion and $21 billion in August 2017 and
November 2018, respectively.
That’s right, folks. According to Masa,
WeWork’s value increased 133% over a twomonth period, despite losing cash at an everincreasing rate.
But here’s the thing. As Masa recklessly threw
good money after bad... Adam Neumann was
selling shares at almost every opportunity. In
nearly every funding round between 2014
and 2018, Neumann sold part of his shares.
According to the Wall Street Journal, he also
“took out loans of several hundred million
dollars backed by WeWork shares,” and then
used that cash to buy buildings... which he
leased back to WeWork!
Through it all, Neumann maintained his
stranglehold on the company. The original
S-1 proposed that Neumann’s shares
would have 20 times the voting rights as
an outsider’s shares, which would have
made it impossible to oust the founder. He
also initially planned for Rebekah (a yoga

instructor) to control the company upon his
death, bragging to employees:
WeWork isn’t just controlled (by me)
– we’re generationally controlled… It’s
important that one day, maybe in 100
years, maybe in 300 years, a great-greatgranddaughter of mine will walk into that
room and say, “Hey, you don’t know me; I
actually control the place. The way you’re
acting is not how we built it.”
The lesson is obvious... If you tell a crazy
person to act “10 times crazier,” they’re
probably going to do it.
Unfortunately for Masa, it turns out potential
IPO investors do not consider “craziness”
to be a marketable attribute. As details
emerged, potential investors were turned
away. The board made concessions, like
cutting Neumann’s voting superiority and
making him disgorge self-dealing profits. But
there was still no appetite for publicly traded
WeWork shares.

The $1.7 billion was
essentially a payment
for Neumann to sit
down, shut up, and go
Making matters worse, it was becoming
clear that without an IPO or other cash
infusion, WeWork would be out of money by
Thanksgiving. With no other options, Adam
Neumann voted himself out as CEO... and
agreed to a more pedestrian three times the
voting rights of others. It was either that or
shutter the whole business.

Neumann, meanwhile, still controlled the
company: He owned around 30% of the
shares... each with three times the voting
rights of other shareholders. As it turns out,
those voting rights were the most valuable
part of the entire company.
Out of options, and desperate to save his
investment, in the final week of October,
Masa committed nearly $10 billion of
SoftBank/Vision Fund’s capital to clean up
the mess that he created. $1.7 billion of this
went to Neumann directly.
In exchange for the payday, Neumann agreed
to give up his “super-voting control” shares.
He’ll just be another shareholder... and will
no longer control the business he started. The
$1.7 billion was essentially a payment for
Neumann to sit down, shut up, and go away.
Without it, Neumann and his controlling
stake would continue to haunt Masa and his
investment.
The dust has settled, and Neumann remains
a popular whipping boy in various media
outlets... the terms “crook” and “fraud” get
thrown around a lot.
Always a contrarian, I am tempted to defend
Neumann a little bit...
Neumann consolidated as much power as
possible for himself, and his investors were
OK with that. He then acted with extreme
self-interest, defended his business model
using shoddy unaudited numbers that were
obviously ludicrous, and generally behaved
like an entitled brat. None of those behaviors
are, in and of themselves, illegal.
And even if Neumann’s windfall were the
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result of some kind of nefarious heist, this
fraud happens to have the least-sympathetic
group of victims ever assembled. Neumann’s
main victims are the egocentric Japanese
billionaire who enabled the whole charade
and the sovereign wealth funds of a couple
of countries with questionable international
reputations.
WeWork’s employees are often portrayed as
victims... After all, they didn’t make off with
a $1.7 billion golden parachute. They got
nothing. But, to quote Bloomberg’s Matt
Levine:
They worked at a money furnace that lost
almost $2 billion a year and destroyed $40
billion in market value in a few months,
why should they get equity upside?

Neumann set up a ridiculously aggressive
ownership structure that no sane person
should ever have agreed to. Yet early investors
agreed to it anyway. The public markets,
as it turns out, did not agree to the terms.
So the early investors had to pay him off to
remove the terms. Is that fraud? Of course
not. It’s greedy negotiating on one end, and
incompetent deal-making on the other.
Before investing in a business, make sure you
understand who really controls it.
The next lesson is great news... Sometimes the
market can recognize junk when it sees it.

Meanwhile, Masa’s SoftBank and Vision
Fund have paid nearly $20 billion in cash
to own 80% of WeWork, which is now
valued somewhere between $5 billion and $8
billion. That’s a truly horrendous return on
investment. Masa’s investors are down at least
70% so far.

As recently as April, the WeWork IPO was
a foregone conclusion. Plenty of shaky
businesses had already gone public. There
was no reason to doubt that the market
would suddenly reject the madness. The only
question was how much money the offering
would raise.

So where does this leave us? For investors,
there are three key lessons...

And we’ve learned that the market is indeed
capable of rejecting valuation fallacies.
Everyone was shocked...

First, you should always keep an eye on who
controls a company’s voting rights... especially
when investing in startups.
If you’re mad that Neumann got $1.7
billion for selling his voting rights, blame the
investors who allowed him to accumulate those
voting rights in the first place. Any investor –
especially Masa – could have pushed back
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on Neumann’s controlling shares before they
ponied up cash to invest. They didn’t, and
they paid dearly for that error.
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This is a huge win for passive investors. Longtime market followers and bankers are noting
that, for the first time ever, the market’s
gatekeepers have said “no” to an IPO that
stood to generate hundreds of millions in fees
for investment bankers.
The final lesson is more controversial. We

can all learn a thing or two from Adam
Neumann.
Neumann’s words suggest he’s a foolhardy
windbag, but his personal financial statements
reveal the financial acumen of a guy who
knows a bubble when he sees one.
It takes more than an egomaniac cheerleader
to inflate a bubble... It takes billions of dollars
in capital. Since 2017, the capital that inflated
the WeWork bubble has primarily come from
one man – Masayoshi Son.
Now, the bubble has burst. Masa is left
holding a bag full of garbage that nobody
wants to buy. But Neumann has six houses,
stakes in other startups, commercial real estate
investments, and still owns 20% of WeWork.
You can call Neumann a foolhardy windbag...
But you can’t call him stupid.
Neumann was wrong in so many ways. His
business model didn’t work. He believed
Masa’s ill-conceived hype. He misjudged
the market’s willingness to put up with his
control-freak tendencies. But as his behavior
became more erratic, his rhetoric became
more outlandish, and his ego became
impossible to manage... he just kept clipping
profits.
There’s a lesson here. If you’re bullish on an
investment that keeps going up... maybe
you should “pull a Neumann” and continue
to clip profits along the way. After all, your
bullish stance may be wrong.
Here’s what that means for you... ...
We’re 10 years into a raging bull market. All
long-term market participants are sitting on

huge gains. Is there more to come?
Heading into 2020, I think there’s a great
chance that the market remains strong.
My optimism could be misplaced... A
correction could be imminent. The market
could be headed for a full-blown collapse
(though I doubt it).
As I weigh these options, I find myself
thinking of Neumann – He was wrong...
He was always optimistic about WeWork’s
prospects, but he took profits along the way.
For a value investor like me, Neumann is an
odd market exemplar. But here we are...
As the calendar turns to 2020, you should take
a hard look at your portfolio’s winners and ask
some tough questions. Has the easy money
been made? Is it possible that the current price
reflects undue optimism? If you still like a
company whose shares are up substantially,
does it make sense to sell a partial position?
And, perhaps the most important question:
If I’m not selling today, at what price would it
make sense to sell this stock?
The WeWork debacle was epic... Business
schools will be talking about it for years.
Neumann will go down as the biggest
financial bozo of 2019. To some extent, that’s
deserved. I’ve laughed at Adam along with the
rest of you.
But I submit that Masa, not Neumann, was
the real bozo.
And so, as you head into 2020, giddy from
riding a 10-year market move... it’s time to
look at your portfolio and ask yourself: Would
I rather be a Neumann or a Masa?
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THE CRACKERS
AND FRACKERS
COULD
HOLD THE KEYS
TO 2020
By Salena Zito
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A

ll Darrin Kelly wanted for the
energy workers in Western
Pennsylvania was that the
Democratic presidential hopefuls
would talk to them before going to war
against shale.
That opportunity slipped away this fall when
Elizabeth Warren joined Bernie Sanders in
calling for a total fracking ban.
“On my first day as president, I will sign an
executive order that puts a total moratorium
on all new fossil fuel leases for drilling
offshore and on public lands. And I will ban
fracking -- everywhere,” Warren tweeted.
“It is disappointing that any national
candidate would not come in here and want
to talk to the men and women of this area
first before unilaterally making that decision,”
said Kelly, a charismatic Pittsburgh firefighter
who is also the head of the powerful and
influential Allegheny Fayette Labor Council,
which represents workers stretching from
Pittsburgh to the borders of Maryland and
West Virginia.
The rest of the Democratic hopefuls will
follow suit, with the possible exception of
Joe Biden. At least, that’s the prediction of
Keystone College political science professor
Jeff Brauer.
“The natural gas industry employs well over
40,000 people just in this region alone,” Kelly
said. “Countless more indirectly, providing
economic opportunity for generations of



families and communities that had been
hollowed out by the demise of manufacturing
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Kelly doesn’t think he is entitled to the
presidential candidates’ time. He just knows
what happens when the energy labor force
in Western Pennsylvania isn’t behind the
Democratic nominee.
“You cannot win the presidency if you are
a Democrat without Pennsylvania,” Brauer
reminds bluntly.
Democrats have won Pennsylvania in past
presidential years because of outsized margins
in Philadelphia, Pittsburgh and their suburbs.
That support has been declining since Bill
Clinton won 28 of the state’s 67 counties in
1996.
Barack Obama won 13 of the 67 counties in
2012.
Trump’s magic came in rural and postindustrial counties such as Luzerne and
Erie, but most importantly in the populous
counties around Pittsburgh, where shale
is king and fracking is seen as the second
coming of the steel industry.

“You cannot win the
presidency if you are a
Democrat without
Pennsylvania,”
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CRACKERS AND FRACKERS
They may look like ordinary construction
cranes to someone unfamiliar with the history
of this region. But if you’re from here, they
look like something different. Building the
ethane cracker plant, each of these cranes
looks like a new colossus rising from the ashes
of yesterday’s despair.
Building the plant has brought in 6,000
good-paying jobs, with more to come.
Ultimately, there will be 600 permanent jobs
at the plant, with industry analysts predicting
triple that amount in supporting industries.
Jobs postings are everywhere touting
opportunities, no matter the skill level – high
school education, trade school certificate,
chemists, engineers, information technology,
labor. If you reliably turn up for work, there
is likely a career for you in the oil and gas
industry.
“And if you think our workers don’t care for
the environment or climate change you are
wrong,” said Kelly. “They are the ones not
only working in the industry, but they live
here, play here, raise their kids here, hunt,
fish, boat, ski, swim, and hike. They want to
be in a responsible industry,” he said.

Salena Zito is a CNN political analyst
and a staff reporter and columnist for
the Washington Examiner. She reaches
the Everyman and Everywoman
through shoe-leather journalism,
traveling from Main Street to the
beltway and all places in between.
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The high tides of the
frackers and crackers will
be offset by the sinking
tide of the broader U.S.
economy.

The high tides of the frackers and crackers
will be offset by the sinking tide of the
broader U.S. economy, experts predict. “We’re
going to probably enter at least a little bit
of an economic downturn,” Brauer warns,
“which is the natural part of the cycle. And it’s
probably not going to be the greatest timing
for President Trump since that’s his strength.”
“But if the Democrats continue to make
these arguments and push these issues which
are going to hurt the economy and these
key states, then it plays right into Trump’s
narrative,” he adds with a twist.
Brauer suggested Trump could easily argue:
“This is part of the cycle and what’s going to
happen, but would you rather have me, who’s
going to have less regulations and not wipe
out entire industries and try to build back
the manufacturing base and try to get jobs to
come back in the United States, or you have
a Democrat who is so far to the Left, who’s
willing to get rid of entire industries because
of some environmental concerns that can
be addressed, without destroying the whole
industry?”
That’s not a tough question for most Western
Pennsylvanians. But it poses a tough question
for Biden and the other 2020 Democrats.

ADVERTORIAL

LEGENDARY ANALYST

PICKS 1
STOCK
#

FOR 2020
 See

his prediction

Most people will go their whole lives
without capturing a 1,000% gain. But one
man from rural PA may have cracked the
code.
10 years ago, millionaire early stage investor
Matt McCall shared some of his first
recommendations with the public, live on
air.
The anchors laughed in his face. Yet FIVE
of the stocks he named that day went on to
soar over 1,000%.
Since then, McCall has built one of the
greatest track records in the financial world.
He’s pinpointed over 200 stocks that ALL
went on to jump 100% or more. Plus 16
more recommendations that skyrocketed
over 1,000%.

Today, he’s doing it all over again.
McCall just teamed up with one of the
biggest names in finance to reveal the name
and ticker symbol of what he predicts will
be the best-performing stock for 2020.
He says,
“I’m confident that this is my next big
winner – and I haven’t felt this way
since back in 2009. This company is on
the cutting-edge of one of the greatest
technological advancements of the 21st
century. You can’t afford to ignore this.”
To see McCall’s prediction for yourself,
simply go here. You’ll get this stock’s name
and ticker symbol, absolutely free.

WHEN $25.6B IS

M

ost companies would be thrilled to
raise $25.6 billion in an initial public
offering... especially for the biggest IPO
in history – like Aramco, Saudi Arabia’s statecontrolled oil company, did earlier this month.
But Aramco isn’t like most companies. And
Crown Prince Mohammed bin Salman,
the de facto ruler of Saudi Arabia, has good
reason to be disappointed with what was one
of the biggest IPO flops ever.
Aramco’s IPO wasn’t doomed from the start...
Bankers who were willing to state the obvious
– the analytical equivalent of “the sun is big
and hot” – could have prevented the stench
of failure from being forever attached to
Aramco. And it would have helped if MBS,
as bin Salman is sometimes called (though
probably not to his face), didn’t have a
predilection for murder and mayhem.
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THE 800-POUND GORILLA
On the surface, Aramco’s IPO looks like a
smashing success. The company instantly
became the world’s biggest public company,
with a market capitalization of $1.7 trillion.
(Apple (AAPL) comes in at No. 2 with $1.2
trillion.) It’s the most profitable company
in the world, with a 2018 net income of
$111 billion. That’s twice the net income of
Apple... and five times more than global oil
major Exxon Mobil (XOM).
Aramco is the world’s largest energy company.
It accounts for an incredible 10% of global
daily oil production. (The entire U.S.
produces 18% of the world’s oil). It has more
reserves than Exxon Mobil, Chevron (CVX),
Royal Dutch Shell (RDS-A), BP (BP), and
Total (TOT) combined. When Aramco
sneezes, the world’s energy market – which

By Kim Iskyan

A FAILURE

dictates how much it costs to fill your gas
tank, heat your house, and transport anything
you use – catches pneumonia.
And Aramco matters to Saudi Arabia – at the
fulcrum of stability in the volatile Middle East
– like air matters to humans. Aramco provides
more than two-thirds of total Saudi government
revenues. The company’s revenues are equivalent
to more than half of Saudi Arabia’s total GDP.
By comparison, the revenues of the largest
American company by sales, Walmart (WMT),
is about 3% of U.S. GDP. If Aramco catches
pneumonia, Saudi Arabia does too...
Aramco’s oil wealth helps keep the
15,000-strong Saudi royal family – with an
estimated total net worth of more than $1.4
trillion – comfortable in their Maseratis and
Rolexes. And Aramco helps keep the peace
by providing for the other 99.95% of the

population of Saudi Arabia, including the
20% that lives in poverty. If Aramco falters,
all of the authoritarian dictates and steel-toed
boots of the Saudi government under MBS
won’t be able to keep things under control.
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NOT ENOUGH GOLDEN EGGS
The problem facing Prince Mohammed when
he first floated the idea of partially privatizing
Aramco in January 2016 was that the golden

When Aramco sneezes, the
world’s energy market – which
dictates how much it costs to
fill your gas tank, to heat your
house, to transport anything you
use – catches pneumonia.
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goose of Aramco wasn’t delivering enough
rose petals to the family or rice to the people.
The International Monetary Fund says the
country will post a budget deficit equal to
7% of GDP. That makes the U.S., at around
4% last year, seem downright frugal. MBS
was concerned about the economy’s “oil
addiction,” and wanted to reduce Saudi
Arabia’s dependence on the oil price. His
economic diversification program, called
Saudi Vision 2030, required even more
golden eggs.
The initial plan was to sell a 5% stake in
Aramco for $100 billion – valuing the
company as a whole at an incredible $2
trillion. An offering that size on the New
York or London exchange would have been
four times bigger than the previous record
holder, Alibaba’s (BABA) 2014 IPO. By the
extravagant standards of the hyper-rich Saudi
leader, it would have been an appropriate
coming-out party for Aramco and Saudi
Arabia... and of course for MBS himself.

THE SMALL MATTER OF...
VALUATION
But you can only sell something if you have
a buyer. And if the buyer doesn’t want to pay
the price the seller is asking, there’s no sale.
The banks that help the buyer and seller
find common ground in an IPO earn a
percentage of the total sum raised. So bankers
trying to get into the deal had every reason
to pitch a high valuation to MBS – so that
they could make more money themselves
(those Cybertrucks aren’t going to pay for
themselves).
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That... and also, it’s never a good time to try
to tamp down the expectations of an early-30s
autocrat with a hazy understanding of how
markets work, and a penchant for chopping
people into bits.
While MBS was plotting Saudi Arabia’s
emergence onto the global capital markets
stage, he was also behind the notorious
October 2018 death of U.S.-based journalist
Jamal Khashoggi. After getting under MBS’s
skin by criticizing the regime in columns for
the Washington Post, Khashoggi was strangled
and his body was cut into pieces by Saudi
agents at the country’s consulate in Istanbul.
The CIA concluded that MBS ordered the
killing.

It’s never a good time to try to
tamp down the expectations of
an early-30s autocrat with a
hazy understanding of how
markets work, and a penchant
for chopping people into bits.
MBS had already shown his true colors in
November 2017, when he detained a few
hundred fellow Saudi royals, business leaders,
and others in the Riyadh Ritz-Carlton for
months – ostensibly as part of a crackdown
on corruption. Being a prisoner at a fancy
hotel isn’t as bad as sitting in a small room
with bars... But many of the Ritz prisoners
were hospitalized for physical abuse. Some
of them were forced to turn over money, real
estate, and shares, without any legal process.
It was MBS’s way of showing – Game-ofThrones-in-the-desert style – the royal family,

and the country’s 33 million people, who was
boss.
So... bankers had plenty of reasons not to
disappoint MBS. As the Financial Times put
it in November 2017, “Valuation is another
troubling issue for the kingdom... [Mention
a valuation of $1 trillion] to MBS only if you
are prepared to leave the room quickly. In
Riyadh, the accepted figure is double that.”

NUMBERS DON’T LIE
MBS’s autocratic stranglehold in Saudi
Arabia – unfortunately for Aramco’s
valuation – doesn’t extend to the portfolioallocation decisions of international investors.
For Aramco to sell $100 billion of shares,
household-name global mutual, pension, and
hedge funds – the Fidelities, Vanguards, and
Bridgewaters of the world – would have to
buy in in a big way.
But during the early stages of marketing
the deal in November, it became clear that
international investors weren’t interested
at the price level (that is, total company
valuation) that MBS wanted. Foreign
investors indicated they might be interested
in buying shares at prices that would put
Aramco’s value in a range between $1.2
trillion and $1.5 trillion. That’s a lot... but
it’s a long way (a few Exxon Mobils) from $2
trillion.
Rather than reduce the price of his crown
jewel deal, MBS cut the international
portion of the offering. Selling a 1.5% stake
of Aramco for $25 billion on Saudi Arabia’s
Tadawul stock exchange to mostly local and

regional buyers was a huge comedown... It
was a Motel 6 instead of the Four Seasons.
Not only would Aramco get less cash – but
there would also be no CNBC coverage of
MBS ringing the closing bell at the NYSE on
the first day of trading.

A QUESTION OF VALUATION
The bankers who helped MBS fuel his $2
trillion fantasy were excited for what, at
a $100 billion deal size, would have been
around a $350 million payday. Even shared
among two dozen or so banks, that’s a lot.
A smaller deal that didn’t include many
international investors meant a much smaller
payoff for Goldman Sachs, Morgan Stanley,
and other big banks.
But with some basic math and common sense
– and just a bit of insight on MBS’s prior
behavior – the fancy Western bankers should
have seen it wasn’t going to work.
The easiest way to value a company is by
comparing its price (market cap) with its
earnings, better known as the P/E ratio. Based
on Aramco’s 2018 net income, at a (fairy tale)
$2 trillion market capitalization, the company
would have been valued at a trailing P/E ratio
of 18. At a market cap of $1.7 trillion, which
is where the company went public, it’s at a
P/E of 15.
That compares with a 2018 P/E ratio for
Exxon Mobil of around 14. Rivals BP
and Royal Dutch Shell are valued at 2018
P/E multiples of 13 times and 11 times,
respectively.
Would it make sense for an investor to pay
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a higher price, in terms of valuation, for
Aramco than he’d pay for a major global oil
company that’s been around for decades?
It’s the question that any investor who’s
looking to buy into an IPO asks – is this
new company more attractively valued than
what he can buy on the secondary market
now? The answer, at least at the market
capitalization that MBS wanted, was a
resounding no.

THE PROBLEMS WITH BUYING
ARAMCO SHARES
Why did international investors see Aramco
as too expensive? First, there’s the question
of corporate governance – that is, whether
small shareholders in Aramco could expect
to be treated fairly and receive their fair share
of profits. Maybe they would... but as the
Financial Times pointed out, “Any ruler who
arrests his relatives will not listen much to
minority shareholders.” (And the Khashoggi
incident suggests that MBS doesn’t take a
shine to complainers.)
On another front, Aramco’s assets – that is, its
oil fields – are all in one place: Saudi Arabia.
That makes production a lot easier and
cheaper. It costs Aramco $2.80 to produce a
barrel of crude oil... which it sells today on
the global market at around $60/barrel. But
it’s also a lot riskier... In September, a drone
attack on two big Saudi oil facilities (widely
blamed on Iran) cut the company’s crude oil
supplies by more than half. The price of oil
spiked as much as 20%, and it took weeks for
Aramco’s production to come back on line.
By comparison, ExxonMobil and many other
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major global oil companies have operations
in dozens of countries. It would take a lot
more than a few guys with a vendetta and
some flying explosives to take out their
frustrations on energy companies that aren’t as
concentrated as Aramco.
What’s more, in terms of political risk, Saudi
Arabia is a lot closer to Russia and Turkey
(also run by murderous megalomaniacs)
than it is to Switzerland. So Aramco shares
should be valued more closely to energy
companies traded in those markets, than oil
companies in safe and predictable countries
where the rule of law actually works. A better
comparison for Aramco would be Gazprom,
the world’s largest natural gas company. It’s
majority-controlled by the Russian government
and shares trade at a P/E ratio of around 4.

And in the bigger picture,
the fact that Saudi
Arabia is selling Aramco at
all is a bad sign.
Aramco at a P/E of 4 would suggest a total
market cap of around $450 billion. Let’s be
generous and say that Saudi Arabia’s Aramco
is twice as safe as Russia’s Gazprom... But
even $900 billion would earn you a hard
spanking (or worse) from MBS. Somehow,
Aramco found buyers at nearly twice that
level for its IPO.

HOW THE DEAL GOT DONE
Actually, it’s not that much of a mystery.
Following some intense arm-twisting by
MBS, domestic institutional investors

– Saudi fund managers, state-controlled
funds, and other pools of capital linked to
the government – bought heavily into the
Aramco offering. Around 4.9 million Saudi
retail investors did too... urged on by religious
leaders and supported by interest-free loans
provided by friendly local banks. And you
can bet a lot of members of the Saudi elite
(remember the Ritz?) gave until it hurt.
Regional investors like state-backed funds in
Kuwait and Abu Dhabi were also encouraged to
buy in to the deal as a show of support. In the
end, international investors – buying through
the Saudi exchange – accounted for just around
10% of total shares sold in the offering.
The deal got done. But its execution was
terrible... The planning was worse... And
everyone was left with a farm full of egg on
their faces.

BEWARE ARAMCO
What’s next for Aramco? With around 15%
of the Saudi population owning shares directly
(many of them having bought with leverage),
a sharp decline in the share price would be bad
news for political stability – and for MBS. In
coming months, Saudi Arabia – which, as the
most powerful member of oil cartel OPEC, has
a lot of sway in the matter – will do whatever it
can to keep the price of oil steady.
The oil price aside, Aramco shares face very
stiff headwinds – even though after the
offering, MBS urged more buying by his
“friends” to push the market capitalization
closer to his dream $2 trillion level. In
coming months and years, MBS will want to

sell more shares – remember, he was aiming
to sell 5% and only sold 1.5%. But in the
meantime, investors will be wary of buying
shares if they’re anticipating a huge wave of
new shares hitting the market.
Also, Aramco is already the world’s biggest
company. It’s worth more than the five nextbiggest oil companies combined. How much
bigger can it get? This isn’t a share that’s going
to double over the next year – if ever. Aramco
promised investors a $75 billion dividend...
which equates to around a 4.4% dividend
yield at the IPO price, which is less than
what you’d earn if you held shares of almost
any other big energy company. So Aramco’s
dividend promises aren’t going to draw in
buyers either.

A LONG-TERM PEAK FOR OIL
And in the bigger picture, the fact that Saudi
Arabia is selling Aramco at all is a bad sign.
Saudi Arabia is the ultimate insider in global
oil markets. When insiders sell, it often means
that they think that the next direction for the
share price is down.
The writing is on the wall for oil... In
the coming years, it will face increasingly
stiff competition as the prices of alternate
energy sources continue to fall. It might
take decades, but oil is going the way of fax
machines, hard-copy pornography, and snail
mail. I think we’ll look back on the Aramco
IPO as the long-term peak of the oil market.
And that’s enough to concern even MBS – to
say nothing of small Aramco shareholders.
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THE HIGH
STAKES
OF THE
COMING
DIGITAL
CURRENCY
WAR

By Kenneth Rogoff

Just as technology has disrupted
media, politics, and business, it is
on the verge of disrupting America’s
ability to leverage faith in its currency
to pursue its broader national interests.
The real challenge for the United
States isn’t Facebook’s proposed
Libra... It’s government-backed
digital currencies like the
one planned by China.

Facebook CEO Mark Zuckerberg was at
least half right when he recently told the
United States Congress that there is no
U.S. monopoly on the regulation of nextgeneration payments technology. You may
not like Facebook’s proposed Libra (pseudo)
cryptocurrency, Zuckerberg implied, but a
state-run Chinese digital currency with global
ambitions is perhaps just a few months away,
and you will probably like that even less.
Perhaps Zuckerberg went too far when he
suggested that the imminent rise of a Chinese
digital currency could undermine overall
dollar dominance of global trade and finance
– at least the large part that is legal, taxed, and
regulated. In fact, U.S. regulators have vast
power not only over domestic entities, but
also over any financial firms that need access
to dollar markets... as Europe recently learned
to its dismay when the U.S. forced European
banks to comply with severe restrictions on
doing business with Iran.
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America’s deep and liquid markets, its strong
institutions, and the rule of law will trump
Chinese efforts to achieve currency dominance
for a long time to come. China’s burdensome
capital controls, its limits on foreign holdings
of bonds and equities, and the general
opaqueness of its financial system leave the
renminbi many decades away from supplanting
the dollar in the legal global economy.
Control over the underground economy,
however, is another matter entirely. The global
underground economy, consisting mainly of
tax evasion and criminal activities, but also
terrorism, is much smaller than the legal
economy (perhaps one-fifth the size), but it
is still highly consequential. The issue here is
not so much whose currency is dominant, but
how to minimize adverse effects. And a widely
used, state-backed Chinese digital currency
could certainly have an impact, especially in
areas where China’s interests do not coincide
with those of the West.
A U.S.-regulated digital currency could in
principle be required to be traceable by U.S.
authorities, so that if North Korea were to
use it to hire Russian nuclear scientists, or
Iran were to use it to finance terrorist activity,
they would run a high risk of being caught,
and potentially even blocked. If, however,
the digital currency were run out of China,
the U.S. would have far fewer levers to pull.
Western regulators could ultimately ban
the use of China’s digital currency, but that
wouldn’t stop it from being used in large parts
of Africa, Latin America, and Asia, which
in turn could engender some underground
demand even in the U.S. and Europe.
One might as well ask why existing
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cryptocurrencies such as Bitcoin cannot
already perform this function. To an
extremely limited extent, they do. But
regulators worldwide have huge incentives
to rein in cryptocurrencies by sharply
proscribing their use in banks and retail
establishments. Such restrictions make
existing cryptocurrencies highly illiquid and
ultimately greatly limit their fundamental
underlying value. Not so for a Chinesebacked digital renminbi that could readily
be spent in one of the world’s two largest
economies. True, when China announces its
new digital currency, it will almost surely be
“permissioned”: a central clearing house will in
principle allow the Chinese government to see
anything and everything. But the U.S. will not.
Facebook’s Libra is also designed as a
“permissioned” currency, in its case under the
auspices of Swiss regulators. Cooperation with
Switzerland, where the currency is officially
registered, will surely be much better than with
China, despite Switzerland’s long tradition of
extending privacy to financial transactions,
especially with regard to tax evasion.
The fact that Libra will be pegged to the U.S.
dollar will give U.S. authorities additional
insight, because (at present) all dollar clearing
must go through U.S.-regulated entities. Still,
given that Libra’s functionality can largely be
duplicated with existing financial instruments,
it is hard to see much fundamental demand
for Libra except among those aiming to evade
detection. Unless tech-sponsored currencies
offer genuinely superior technology – and
this is not at all obvious – they should be
regulated in the same way as everyone else.
If nothing else, Libra has inspired many

advanced-economy central banks to accelerate
their programs to provide broader-based
retail digital currencies, and, one hopes, to
strengthen their efforts to boost financial
inclusion. But this battle is not simply over the
profits from printing currency... Ultimately,
it is over the state’s ability to regulate and tax
the economy in general, and over the U.S.
government’s ability to use the dollar’s global
role to advance its international policy aims.
The U.S. currently has financial sanctions in
place against 12 countries. Turkey was briefly
sanctioned in October after its invasion
of Kurdish territory in Syria, though the
measures were quickly lifted. For Russia,
sanctions have been in place for five years.
Just as technology has disrupted media,
politics, and business, it is on the verge of
disrupting America’s ability to leverage faith
in its currency to pursue its broader national
interests. Libra is probably not the answer to
the coming disruption posed by governmentsanctioned digital currencies from China and
elsewhere. But if not, Western governments
need to start thinking about their response
now, before it is too late.
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TRUMP WILL BE IMPEACHED... AND THEN REELECTED
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By Buck Sexton

D

emocrats have wanted to get rid of
President Donald J. Trump every
day since his dramatic upset victory
in 2016.

Within the first week of Trump’s election,
there were mobs of protestors in the streets
of major cities across the country chanting
“not my president.” So-called “anti-fascist”
protestors – better known as antifa – rioted
in Washington, D.C. the day of Trump’s
inauguration, causing $100,000 in damage
and memorably torching a limousine as part
of their rage theater.
To say that the Democratic base never
accepted Hillary Clinton’s loss is a gross
understatement.
That’s why it’s entirely unsurprising that
President Trump is about to get impeached.
It’s been a long time coming. Speaker of the
House Nancy Pelosi announced it officially
on December 5, 2019, but it had been
clear for months – if not years – that the
Democrats were going to find an excuse
to impeach Trump. The deranged far-left
base demands it. The hysterical loons of the
#resistance would view anything less than
impeachment as capitulation.
Once the Democratic-majority House of
Representatives pushes through the Articles
of Impeachment, the process will move to
the Senate, where Republicans have the
majority. The chances of any GOP Senators

voting to remove the duly elected President
of the United States for a series of overhyped,
noncriminal accusations are more or less
zero. Trump will join Andrew Johnson and
Bill Clinton on the infamous “impeached
presidents” list – but neither of them were
removed from office, either.



CLICK

HERE

TO READ
THE WEB
VERSION

And here’s what comes after that: Trump gets
re-elected.
Sure, we live in a political era where we
should expect the unexpected. But this isn’t
a hard call, despite what journalists and our
underwhelming public intellectuals constantly
tell us. They are simply incapable of honesty,
introspection, or self-correction when Trump
is involved.
The corporate media has not learned a single
lesson about groupthink since 2016, and they
are going to be surprised again this coming
November. Forget all the noise they put out
about impeachment and whatever polls show
Democrats winning in a national head-tohead election. Normal Americans see what’s
going on. The Democrats are resting their
hopes on an ancient socialist... a fake Native

“

It had been clear for months –
if not years – that the Democrats
were going to find an excuse to
impeach Trump. The deranged
far-left base demands it.
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American... and a former vice president who
forgets what state he’s in and gives speeches
in front of children during which he waxes
philosophical about how his leg hairs used to
turn blond in the sun.
Trump is going to win. You heard it here. The
2020 election was over before it even started.
Ironically, in retrospect, it will be clear the
Democrats’ stop-at-nothing impeachment
effort will help Trump get four more years
as leader of the free world. Trump’s base will
– rightfully – view the whole impeachment
charade as a partisan frenzy dressed up in
disingenuous language about the “need to
protect our democracy.”
For the Trump faithful, it will be viewed as an
analogue of the ill-fated Mueller probe, which
collapsed both for its inability to produce a
shred of evidence that the Trump campaign
colluded with Russia in the 2016 election, as
well as the shockingly inept public testimony
of the special counsel’s namesake, Bob
Mueller.
In 2020, the Trump base will come out in full
force as a rebuke to the deep state, the loonyleft Democrats, and the self-obsessed clowns
of the mainstream media. Anybody who was
enthusiastic to vote for Trump in 2016 will be
even more fired up this time around.
And independents and undecided voters in
the key states – Florida, Pennsylvania, Ohio,
Wisconsin, Michigan, Nevada, and a few
others – will have an easy decision to make.
Despite the “expert” predictions of disaster
following his election, Trump’s economy is
booming...
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“

In 2020, the Trump base will
come out in full force as a rebuke
to the deep state, the loony-left
Democrats, and the self-obsessed
clowns of the mainstream media.

Unemployment is at a 50-year low, the
stock market is high, and optimism about
the economy is rising. Even Trump’s trade
war with China hasn’t created the widely
anticipated downturn. For anyone looking
at the reality of day-to-day life in America,
there’s simply no compelling argument to
turn the keys over to a bunch of obsessed,
pandering Democrats who want open borders
and socialized medicine.
The Democrats will get some emotional
satisfaction from the impeachment of the
president, but it will be short-lived. And their
lack of foresight and discipline will cost them
bigly.
President Trump is not tired of winning yet.
And he has another big win coming in
2020.
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