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INSIDE THIS ISSUE

I

n our November issue, we’re looking
deeper into the idea we introduced last
month – a “Debt Jubilee.”

Editor in Chief P.J. O’Rourke is looking
back... way back... at the origins of the
“Jubilee.” It may not be a worthwhile action
(for many, it’s terrifying), but the moral
reasoning that underlies it may be a good
basis for thought.

"

There are some people
who like to save, pay
down debt, and re-invest
wisely... Unfortunately,
I was not one of them.
Turney Duff

Then, bestselling author Turney Duff
shows that even on Wall Street, everyone likes
spending more than paying down debt. (One
guy put a mini Fenway park in his backyard.)
Retirement expert Dr. David Eifrig shares
three ways that anyone can use to deal with
credit-card debt.
The founder of Visual Capitalist created
a fantastic infographic on global debt – one
guess who leads the world as “biggest debtor.”
And economist and former hedge fund
director Todd Buchholz shares why the
U.S. should issue longer-duration debt... and
soon... to keep deficits from blowing up when
yields jump back to normal levels.

4 | November 2017

Justin Spittler interviews legendary speculator
Doug Casey on whether Puerto Rico might
be the first “test case” of sorts for an American
Jubilee.
Investigative reporter Peter Byrne follows
up last month’s profile on Kamala Harris...
this time looking at whether her chief of
staff cashed out some $37,000 more than he
should have... and if he worked on Harris’
campaign while getting paid by the California
Department of Justice to do his job.
Then P.J. weighs in on the only thing better
than debt-free... what if everything was free?
And we’ve rounded up seven experts...
including Jim Rogers, David Tice, and
Raoul Pal... to get their thoughts on how to
protect yourself and your assets in a Jubilee.
And P.J. wonders... if a Jubilee is going to take
place, what other kind of promises can we
expect from politicians in the 2020 election?
National radio host and former CIA analyst
Buck Sexton shares why “social justice
warriors” love economic crisis... Alex
Mayyasi has written an excellent look at
how moneylending – once a sin – is now
respectable... and we end with a conversation
with businessman, venture investor, and Shark
Tank star Kevin O’Leary.
Enjoy the issue... And tell us what you think
at feedback@americanconsequences.com.
Regards,
Steven Longenecker
Managing Editor, American Consequences

50% OF SILICON
VALLEY BILLIONAIRES
NOW PREPARING FOR
A CRISIS?
While middle class Americans are pouring money into
the stock market…
Some of the richest people in Silicon Valley are doing
something that is pretty much the exact opposite.
I’m talking about folks like:
Peter Thiel (founder of Paypal)
Steve Huffman (founder of Reddit)
Mark Zuckerberg (founder of Facebook)
Tim Chang (of Mayfield venture capital)
Larry Ellison (founder of Oracle)
Reid Hoffman (founder of LinkedIn)
If you care about your family… your money…
and your future, I strongly encourage you to
find out what these folks are doing…
And why it might be important for you to do
something similar… right away.
Everything is explained on my research firm’s website, right here…
P.S. Most Americans don’t know there’s one simple and very
inexpensive thing you can do to protect yourself. Learn more here…

From Editor in Chief

P.J. O’Rourke

LETTER FROM THE EDITOR

JUBILEE – A WORTHWHILE ACTION? MAYBE NOT...
BUT A WORTHWHILE THOUGHT FOR SURE

B
CLICK
HERE

iblical exegesis is not my strong point.
I’m not even completely sure what
“exegesis” means. (Looked it up:
“explanation, critical analysis, interpretation.”)
If our parish priest – kindly man though he
is – caught me doing that with the Bible, I’d
probably be saying “Hail Marys” and “Our
Fathers” until the Holy Virgin and God got
tired of listening.

TO READ Nonetheless, I’d like to weigh in on
THE WEB something the Bible says about the theme of
VERSION this American Consequences issue: Debt.
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You’ll find a few general warnings about the
dangers of debt in the Bible...
Psalm 37:21

The wicked borroweth, and payeth not again:
but the righteous sheweth mercy, and giveth.
And one very specific “solution”...
Individuals, private businesses, corporations,
countries, continents, and the whole damn world
are now so overburdened with debt that we may
be facing a “Jubilee” – a rare and dramatic event
where some or even all debt is canceled.

The Jubilee has its basis in the book of
Leviticus, Chapter 25. The Israelites were
instructed that every half century there should
be a reversion of land to its original owners or
their heirs, a general forgiveness of debt, and a
manumission of bond-servants.
Leviticus 25:13

In the year of this jubile ye shall return every
man unto his possession.
The slate is wiped clean and everybody gets to
start over. It’s a nice idea.

“

The slate is wiped clean and
everybody gets to start over.
It’s a nice idea.

But social rules and religious observances do
change. For example, a few chapters earlier in
Leviticus...
Leviticus 1:5

And he shall kill the bullock before the Lord:
and the priests... shall bring the blood, and
sprinkle the blood round about upon the altar...

Never mind that The New Oxford Annotated
Bible contains the following footnote: “there
is no evidence that the jubilee program was
ever carried out”...

O’Rourke though I may be, I’ve been to
temple for bar mitzvahs and bat mitzvahs and
have never seen anything like that.

At one time or another, most of us have
wished for a Jubilee (involving both our
financial and personal affairs).

Plenty of things are extant in the Bible that
today’s observant Jews and Christians frown
upon – slavery, polygamy, child marriage.

But the imposition of a Jubilee on a creditintegrated, globalized, 21st-century economy
would (will?) be a disaster.

God gives us rules according to time and
circumstances. God did not speak through
Moses to tell the ancient tribes of wandering
Israelites, “Thou shalt not look upon thy
iPhone at the dinner table.”

And I don’t want that disaster to be blamed
on ancient tribes of wandering Israelites...
Their Torah was committed to writing early
in the first millennium B.C. And it was about
events that took place a thousand years before
they were recounted.
Things have changed since then.
Of course, right and wrong haven’t changed.
The Ten Commandments remain carved in
stone just the way they were in the movie of
the same name starring Charlton Heston.

The Jubilee – from the Hebrew word yobel,
meaning “ram,” hence “triumphant blast of
a ram’s horn” – has its basis in the particular
circumstances of the Israelites in the 2nd
millennium B.C.
The most important circumstance was that
the Israelites lived in a zero-sum economy.
They were farmers and shepherds. They were
dependent on land. There was (excluding a
brief parting of the Red Sea) a fixed amount
of land. Land in the possession of someone
American Consequences | 7
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else was land on which you couldn’t plant or
let your flocks graze. And if all the land was in
the possession of someone else, you and your
family starved.

Services, crafts, and trade are not – and never
were, not even back when Moses was floating
down the Nile in his baby basket – zero-sum
endeavors.

Many primitive agriculturalists make some
sort of provision for equal access to land.
Julius Caesar, in The Gallic War, mentions
that among certain Germanic tribes it was not
“permissible to remain dwelling in one place
for more than a year.”

The other circumstance that the Israelites
faced was predatory lending. I’m talking
about something much worse than payday
loans. With payday loans there is, at least, a
payday. This wasn’t always so among primitive
agriculturalists.

The zero-sum nature of land is the opposite
of the modern economy, where we can make
more of everything. We can, in effect, make
more land by vastly increasing the agricultural
productivity of farms and fields. We can, in
actuality, make more land by piling up the
landings in skyscrapers.

The crops and herds of the second
millennium B.C. were hit-or-miss. One too
many lions lying down with your lambs and
you could be wiped out. The land of milk
and honey may have been, climatically, a little
sweeter and milkier than it is today, but it was
still grievously prone to droughts.

Worthy of note in Leviticus Chapter 25 is an
exception to the Jubilee redistribution of land.

Farming is by nature credit-dependent.

Leviticus 25:30

... the house that is in the walled city shall
be established for ever to him that bought it
throughout his generations: it shall not go out
in the jubile.
People with their home in a walled city are
presumably not farmers or shepherds. They’re
making a living from services, crafts, and trade.

“

The zero-sum nature of land
is the opposite of the modern
economy, where we can make
more of everything.
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Income arrives once a year. Sometimes it’s
bounteous and can hold you through the next
harvest. Sometimes it’s nil, and when planting
time comes, you’ve eaten your seed corn.
The predatory lenders of the time were like
the Mafia loan sharks of today. They had no
commercial interest in you getting out of
debt. These lenders wanted the “vigorish.”
They wanted the “juice.” (Literally, if you
were growing grapes or olives.) Worse, they
wanted you to fail to pay the vig, so they
could move in on your business.
These were coercive loans. When you ran out
of resources to repay, you’d have to “lease”
your land to the lender. When you ran out of
land to lease, you’d have to lease yourself and
become the lender’s bond servant.

The same thing is going on in rural India to
this day... and in plenty of other dark corners
of the globe.
But here and now, in the developed world’s
sophisticated conduct of business, industry,
and commerce under the rule of law and the
light of transparency, there should be no need
for a Jubilee.
And yet... and yet...
Maybe, as we’re pondering “Jubilee,” we
should be considering how many of the
probably never-to-be-paid debts that modern
people have incurred are, in fact, the result of
predatory and coercive lending practices.
There are, after all, other kinds of predation
than financial. And there are other kinds of
coercion than brute force...

“

These lenders wanted the
“vigorish.” They wanted the “juice.”
(Literally, if you were growing
grapes or olives.)

Among those thoughts is that we are only
temporary visitors to the Earth and our job
is to take care of it in the short term, make it
fruitful, and avoid permanently ruining the
place... not only for our own sake, but for the
sake of the posterity that we’ll never meet.
Leviticus 25:23

The land shall not be sold for ever: for
the land is mine; for ye are strangers and
sojourners with me.

• W
 hat about politically predatory loans
made by government agencies looking
to score populist points by luring poor
people into impossible mortgage debt and
suckering the young into gigantic student
loans?
• What

about strategically coercive loans
made by rich nations to poor nations to
keep those poor nations in thrall?
• W
 hat about World Bank and
International Monetary Fund loans made
for the sake of “political stability” to keep
predatory and coercive dictators in power?
A Jubilee in the Biblical sense might not be
the best basis for action. But the moral ideas
that underlie the Jubilee remain a good basis
for thought.

Paul Noth/The New Yorker Collection/The Cartoon Bank.
Used by permission.
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WHAT MOVED THE MARKET
THE BIGGEST STORIES THAT
MATTERED FOR THE MARKET
LAST MONTH...
Global-manufacturing data
demonstrate growth.
Global-manufacturing data showed
synchronized growth, and the bulk of the
large global corporations had reported by
month’s end. Year-over-year earnings growth
was 13%, developed markets were up 2.6%, and
emerging markets tacked on 3.9% for the month.

Shinzo Abe re-elected.
Japan re-elected Prime Minister Shinzo
Abe after extending term limits in March.
The Tankan survey – a comprehensive
litmus test for how Japanese businesses are
faring – increased more than forecast, which
propelled stocks up 5.9% for October.

The Federal Reserve unwinds.

EDITORS
Scott
Garliss
John
Gillin
Greg
Diamond

Oil rallied, inventories declined.
OPEC production cuts held, the dollar was
weaker versus the major currencies, and
inventory results showed a drawdown in crude.

Quantitative easing continues.
The European Central Bank (ECB) extended its
QE program for nine months and announced
monthly purchases of €30 billion through
September 2018.

19th CPC National Congress held.
The Communist Party of China held its 19th
National Congress and addressed qualitative
measures to enact reforms, and maintained its
7% GDP growth target.

TUNE IN
Stansberry NewsWire,
every morning at
8:30 a.m.
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The long-awaited unwind of the Fed’s
balance sheet went off without a hitch as $6
billion of maturing treasuries and $4 billion
of mortgage-backed securities were not
reinvested.

U.S. economy posts growth.
U.S. GDP growth came in at 3% versus an
expected 2.5% rise. Economists expected
hurricanes Harvey, Irma, and Maria to have
an impact, but this concern proved to be
unwarranted. This also marked the first backto-back quarters of 3% growth in three years.

General Electric cuts its dividend.
General Electric (GE) was fraught with
speculation ahead of its earnings report on
concerns the dividend would be sacrificed
to save cash. When the company didn’t cut
its dividend and was adamant about trying
to preserve its payout, the market was
optimistic... But it didn’t last. The day after
earnings, Wall Street was back to taking GE
out behind the proverbial woodshed. And
weeks later, the company finally acquiesced.

November 22
This was only the second time since the Great
Depression that it had lowered its dividend,
and the move brought into question the
credibility of the new management team.
GE is one of the country’s most widely held
stocks, and the only remaining charter
member of the Dow Jones Industrial Average.
In light of the asset sales and dividend cut,
questions are mounting as to whether it will
remain in the Dow.

In Summary...
The major U.S. stock indexes all reached alltime highs in October. Unemployment is at
4.2% – a 16-year low – and median income
levels continued to grow. Earnings as led
by the “FAANG stocks” (Facebook, Amazon,
Apple, Netflix, and Alphabet/Google) were
stellar, and tax reform proposals were
met with optimism. Home sales and retail
transactions were at a two-year high, and
consumer confidence jumped to its highest
mark since 2000.
The global reflation trade remained vibrant.
Leadership from financials, technology, and
industrials never wavered. Our resilience after
the devastating storms was a testament to
the vitality of the American spirit, as many of
the affected towns restocked their stores and
rebuilt their infrastructure.

WATCH
THESE
DATES

The release of the
Federal Reserve’s most
recent meeting minutes.
Its statements will be
scanned very carefully for any clues on
its interes-rate plans going forward.

November 23-24
Markit global preliminary Purchasing
Managers Index data for November.
This will signal the health of the
global economic-growth picture.

November 27 – December 8
The Senate is expected to vote on its
version of the tax bill.

December 8
China releases its trade data. China is
viewed as the world’s growth engine,
as many of the goods sold around the
globe are produced within its borders.
The export data in particular are
considered a sign of global economic
health.

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

December 13
Fed policy decision announcement.
The markets will be expecting
another 25-basis-point increase to the
federal funds rate.

December 14
ECB policy decision announcement.
The markets will be looking for an
update on the growth picture.
American Consequences | 11

WHAT COULD
POSSIBLY
GO WRONG?
Financial follies and disaster in the making
Something is wrong in America...

If you’re like us, you can’t open a newspaper
or turn on the evening news without feeling
as though the fabric of civilized society is
tearing apart.
And a brand-new report from the American
Psychological Association (“APA”) confirms it.
Most Americans agree that something is terribly
wrong in our country today.
According to the APA’s 2017 “Stress in
America” survey, nearly two out of three
Americans (63%) cite concern about the
future of the country as a “somewhat
significant” or “very significant” source
of stress. Nearly as many (59%) point to
“current social divisiveness” as one of their
biggest worries.

59% of Americans polled – which
include folks who lived through
World War II, the Vietnam War,
and 9/11 – believe this is “the
lowest point in our nation’s
history that they can remember.”
12 | November 2017

And most notable, the same 59% of
Americans polled – which include folks who
lived through World War II, the Vietnam
War, and 9/11 – believe “this [to be] the
lowest point in our nation’s history that they
can remember.”
As you might expect, folks pointed to a
variety of reasons for their concern: the cost
of and access to health care, declining trust
in government, and rising crime. And many
of these worries are connected by a common,
underlying thread – economic hopelessness.
A huge number of Americans have borrowed
more money than they can ever dream of
repaying. They have little of value to show for it.
They have no way out. And they have no hope
that things will get better. So what you’re seeing
on the news is just the tip of the iceberg...
Tens of millions of angry Americans increasingly
feel they have nothing to lose.
Sooner or later, the U.S. government will have
no choice but to appease these folks. They will
wipe out these debts and redistribute trillions
of dollars in the process, and the debt cycle
will begin anew.

Make no mistake... a “Debt Jubilee” is coming.
Click here to read an American Consequences
feature contributor’s take on how to protect
yourself from this terrifying “solution.”

Tax cuts? Not so fast...

Is the U.S. on the verge of war?

On the surface, at least, the plan seems like
a net positive for individuals and businesses
alike. But the bill also appears to include a
hidden tax increase on the middle class...

Speaking at a national-security summit
in Washington, D.C. last month, Central
Intelligence Agency director Mike Pompeo
said he is “deeply worried” that North Korea’s
nuclear capabilities are growing quickly... and
warned that the country could be just “months
away” from reaching targets in the U.S.
“We ought to behave as if we are on the
cusp of them achieving that objective,” he
said. “They are so far along in that, it’s now a
matter of thinking about how do you stop the
final step.”
Later that day, U.S. National Security Adviser
H.R. McMaster echoed that sentiment, and
went even further. “We’re not out of time but
we’re running out of time,” he said. “Accept
and deter is unacceptable.”
This is a big deal. We now have two of
the most senior U.S. security officials in
public agreement that North Korea must
be stopped... and soon. We certainly hope
we’re wrong – but it sure looks to us as if the
government is laying the groundwork for war.
And with President Donald Trump and Kim
Jong-un trading insults, it may only be a
matter of time.
If you’d like to read more... we published
“North Korea’s Inevitable Nuclear Threat Is
Here” in our August issue.

Last month the Republican-led House of
Representatives released more details of its
proposed tax plan, the Tax Cuts and Jobs Act.

It includes a change to how income thresholds
are adjusted for inflation.
Under today’s tax code, inflation is indexed
via the consumer price index (“CPI”). Now,
CPI is a poor measure of real inflation. It only
tracks the prices of a specific basket of goods
and services. It ignores the prices of assets like
housing, stocks, bonds, etc.
This is how the Federal Reserve and other
central banks can print trillions of dollars of
new money, while consumer prices remain
relatively subdued. There has been inflation...
It simply hasn’t (yet) flowed into the areas that
the CPI is tracking.
Still, as bad a measure as the CPI is, the new
measure – “chained CPI” – is even worse.
It measures the same specific basket of goods
and services. Then it adjusts for what the
government calls “substitution bias,” which
assumes consumers will switch to cheaper
alternatives when prices surge higher.
It’s a bizarre and deceitful argument that only
a politician or government economist could
make. And if included in this new tax plan,
it would likely amount to a stealth tax increase in
coming years as real prices rise faster than income
thresholds are raised. What could go wrong?
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YOU WRITE, WE RESPOND

FROM OUR INBOX
Our inbox this month was flooded with
questions, concerns, and suggestions about
the idea of a Jubilee. Some were for, some
were against, others were plain ticked off...

leads to famine. Usually within a decade. If
you want to turn the U.S. into vast wasteland,
like Mao’s China or Stalin’s U.S.S.R., this is a
proven way to do it.

Re: A Lottery No One Wants
to Win

On the other hand, if you want our nation to
become wealthier, then encourage individual
fortunes. It should be obvious that we want
people like Jeff Bezos and Bill Gates to have
access to as much capital as they can earn.
They can only consume a tiny, tiny fraction
of the wealth they will create. Everything else
will vastly enrich our nation.

Great article. Send it to Federal Reserve
and White House. They should seriously
consider your arguments. – Ivona George
Porter Stansberry comment: Maybe

they
should. But you can tell from Trump’s
latest appointment (Jerome Powell to Fed
Chairman) that there’s very little chance
that any meaningful reform of our financial
system will occur, or at least not change that’s
initiated from the government. The mob might
change everything whether we like it or not.
Why must the wealth hoarded be taken from
pensions? Why couldn’t we just set a limit on
the individual wealth that can be hoarded?
A wealth hoard ceiling. I suggest $7 million.
Control of all wealth hoarded beyond that
could be transferred to another person or it
will be taxed at 100%. – David Henry
Porter Stansberry comment: The

problem
with spending other people’s money is that
you quickly run out of it. If you limit wealth
on the individual level, you’ll quickly limit
wealth in our economy.
You might have noticed that every effort to
equalize financial outcomes across economies
14 | November 2017

So, they’re coming for “us,” eh? And who do
you mean by us, sir? Do you mean people
who’ve voted in politicians who’ve offshored jobs? Politicians who’ve already
redistributed so much wealth from the
lower economic classes to the upper 1% and
continue to seek its completion? Politicians
who, as you noted, bailed out GM, other
corporations and banks and who, when
the “social safety net” of programs needs
funding continually seek ways to deny it?
People who not only condoned but actively
helped to build a government owned by
corporations and the rich and powerful? If
the people who’ve caused this, who’ve
benefited by all of [this] immorality and theft
are going to be the ones targeted, then
that’s what I call justice. They’re the ones
who allowed the usurious enslavement of
the youth of this country. If it’s going to be
hell, it’s a hell of their own making and well
deserved. – Leonard Figorski

Send us a message, question, or criticism at
feedback@americanconsequences.com
Porter Stansberry comment: Well,

yes... I’m
sure the changes I believe are coming will
threaten the powerful in Washington and in
New York. But, trust me, the “swamp” will
protect itself. The wolves will feast.
Just as they profited enormously from the
bailouts of 2009, by knowing how policies
are going to change they will front-run
the country. Meanwhile, the sheep will be
sheared. Me? I’m just trying to be a good
sheep dog. But I already know that most
sheep won’t listen.
My opinion? This growth in debt is a “bandaid” to keep the consumer economy
humming while wages are racing to the
bottom. Obviously not a sustainable
scenario. When the implosion occurs, it will
make the housing market collapse look like
a hiccup. – Rodney Roberts

talks about... you might have noticed that
just about everything you buy isn’t as good
as it once was. Like the size of a Hershey
bar. Or the thickness of the cloth in your
Brooks Brothers shirt. Or, one of my favorite
examples, the quality of America’s passenger
airline fleet. To grow profits, companies
have had to focus on making their products
cheaper and cheaper.
That’s one of the many hidden signs of the big
problem with America’s financial system. I’ve
never seen any country in the world actually
become wealthy without building a nicer
and nicer passenger fleet. Look at Singapore
Airlines. Or the new carriers in the United Arab

Porter Stansberry comment: Wages

haven’t kept
up with productivity gains but profits have.
How? You’re pointing to one very important
factor: leverage.
Both consumers and corporations have used
debt. Consumers use it to buy the things
they need, like housing and college. And
businesses use it to grow their profits even as
returns on assets declines.
And there’s another way that corporate
America has managed the relative decline of
worker’s incomes. It’s a factor that nobody

Hank Blaustein | © 2016 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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Emirates. Meanwhile, flying in America today
reminds me of the local flights I used to take in
China 20 years ago. Or Central America. It’s like
we’re becoming a third-world country.
I think you are right. We have just enough
people out there that feel they are entitled,
but don’t want to work for their money. But
also, people who feel desperate and ready
to get violent because it’s the easiest thing
to do. – Sherrie Maynes
So what’s the problem? Damn the torpedoes
of debt – forgive and let there be a new day
in America. The result can’t be much worse
than the consequences of carrying on with
it. – Neal Brown
Porter Stansberry comment: Oh,

I wouldn’t bet
on that. Governments never let a good crisis
go to waste.
Companies have been going for the lowest
cost labor for decades now... [and] income
gains have NOT kept up with productivity
gains. Median income has been falling and
wealth is being concentrated among a very
few. Couple that with the rise in education
costs (especially for-profit schools) and health
care costs as two examples.
With declining “real” median incomes, people
cannot afford to purchase things (consume),
and the American economy is now based
on consumption. It is my impression that
Corporate America is trying to replace
declining wages with “easily” obtainable debt
that can not be paid down. This debt allows
low-income people to continue consuming.
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Re: Our Newest Readers
Weigh In
Good to see you in rare form again. I’ve been
reading you on and off since Harry, and can
tell you’re having fun. Even a letter FROM
the editor like in the old Lampoon days, but
if I see another installment of the ongoing
debate between radial and bias belted tires,
I’m gone! Best wishes for success, looks like
you’ve a decent writing crew on your side
here. Kind regards. –Eric Lundquist
P.J. O’Rourke comment: Eric,

you win the
reader loyalty award! (A free toke of medical
marijuana at the retirement-home dispensary.)
For those “Inbox” readers who weren’t in
Baltimore from 1969-1972 (and stoned out
of their gourds), Harry was an “underground
newspaper” edited by Michael Carliner, Tom
D’Antoni, myself, and others. It was one of
the few underground newspapers to exhibit
any sense of humor, with articles such “Harry
Interviews a Grown-Up.” (What’s with adults
today and their strange “square” lifestyle?)
The radial v. bias ply tires debate is a reference
to my sometimes career as a car journalist for
Car and Driver and Automobile where such
matters were indeed discussed at great length.
And, darn it, I still maintain that under
certain circumstances – such as drag racing
– bias ply tires are superior. Eric, here’s to
another 48 years!
(P.S. the writing – and design – crew at
American Consequences is better than decent –
they’re indecently good.)

Re: This Month’s Two Worst
Political Ideas Ever
Doesn’t [universal basic income, or] UBI
just simplify most of the current subsidies,
reduce the fraud, and greatly reduce the
administration overhead? – George “Mo”
Mouzakis
P.J. O’Rourke comment: Mo, you’ve put your

finger on the reason that so many experts
whom I admire, such as Charles Murray and
the late Milton Friedman, have advocated UBI.
In an ideal world, you – and they – would
be exactly right. I myself have written that
we’d save billions by eliminating our welfare
and entitlement system and... just give people
the money!

A Lottery Nobody
Wants to Win... It’s
Called a Jubilee.
Click here for the full story.

However, that’s in the ideal world. We live
in the real one. My worries about UBI don’t
have so much to do with the idea, as they do
with what I predict would be the real-world
legislative and regulatory outcomes of trying
to institute a UBI.
My bet is that we’d end up getting all the
current subsidies, fraud, and administrative
overhead that we have already plus a whole
new (and very expensive) government
entitlement for everyone.
And that we citizens would go on to vote that
entitlement larger and larger as time went on.
This is what happens when good ideas get
stuffed into the Cuisinart of practical politics.
What ingredients will be added to the good
ideas in that blender?

Controversial White
House Agenda
The White House has been full of
controversy, but there’s a new law
that will change retirement for
millions of folks. Will it affect you?
Learn More.
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EASY COM
EASY GO
EVEN ON WALL STREET, EVERYONE
LIKES SPENDING MORE THAN
PAYING DOWN DEBT
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ME,
I was making $24,000 a year in 1994 as
a sales assistant at Morgan Stanley. I
was also $10,000 in debt, courtesy of
MasterCard and Visa’s generous credit
lines. But I had hope because it was
December... and that meant Bonus
Season was upon us.

Excited and nervous, I marched across the
trading floor to the big conference room. It
was time to find out what my worth was on
Wall Street.
As I took a seat across from my boss, she told
me the firm was paying me a $2,000 bonus.
Then she asked if I was happy.
I tried to smile, but it was hard for me to
catch my breath. That was a lot of money. I
wagged my head back and forth trying to get
the word “thanks” out. It must have looked
to her like I was shrugging her off because she
said, “How about three?” so quickly it took
the rest of the air out of my lungs.
Later that night, I took a cab instead of the
subway and I treated five of my friends to
dinner. We ended up celebrating at a bar
called Café Wha? Round after round was
followed by shots of Goldschläger. Then the
check came... for just over $900.
The next morning, I realized that I’d spent
almost 30% of my bonus in less than 12
hours. My second realization was that actually

CLICK HERE TO
READ THE WEB VERSION
I spent closer to 50% of it since my bonus
would be taxed.
There are some people who like to save, pay
down debt, and re-invest wisely. For those
folks, this experience might have been a
realization for the next bonus...
Unfortunately, I was not one of them.

By Turney
Duff

For the next decade, my bonuses only
increased – higher and higher. Of course, my
spending intensified as well.
One year, I treated myself to $10,000
on bedding at ABC Carpet – not a bed,
bedding... $25,000 on my daughter’s first
birthday with a yacht cruising around
Manhattan... and another $25,000 on
my birthday party with Naughty by
Nature performing a set. And I was always
comfortable carrying some debt because, well,
why not?
By 2004, I sat alone on the couch in my
2,700-square-foot Tribeca apartment when I
called to find out about my bonus. And voilà,
I had received a $2 million bonus for the year.
I immediately started to figure out ways to
spend it... I produced an up-and-coming
rapper, bought a race horse, and wrote and
executive-produced two short films. The next
year I invested a million dollars in casualdining burger joint Fatburger, and bought
both a loft in the city and a 100-year-old
home on the North Shore of Long Island.
As a Wall Street career progresses, so do the
expenses. The spouse wants to upsize the
house, the kids suddenly need a private school
American Consequences | 19
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education and eventually they go to college,
perhaps you’re having an affair with someone
in the intern program – all of which means
you need more money. And just because
you’re making a lot of money it doesn’t mean
you don’t have some debt.
It’s hard not to spend money when you get a
large cash infusion into your account. Even
when you have a mortgage, a home equity
loan, and credit cards hanging over you like
a dark cloud. When you look at your balance
and see all of those zeros, the natural instinct
for many is to spend, spend, spend.
Here are some of the most unwise financial
decisions from financial folks right after
bonus season...

MICHAEL, sales trader, selfproclaimed lacrosse legend, and claims he
only goes to Vegas six times a year
When I got my first six-figure bonus, I was
ecstatic. I couldn’t believe it. I still had student
loans to pay off, but I didn’t care because I
assumed I’d make double the next year.
So I used half of my bonus to invest at a
new restaurant/bar that was opening up in
the Lower East Side of Manhattan. The area
was hot, so I figured it’d be a fun and a good
investment. I loved the idea of being able
to say to a group of people “let’s go to my
bar.” I invested the other half of my bonus in
an independent film that was supposedly a
surefire hit.
The bar closed before I even got my next
bonus and the film was never finished. I didn’t
see a dime from either investment.
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STEVEN, currency trader, proud he’s
never puked at his company’s holiday
party, and big believer in bitcoin and
blockchain
My expenses were already high because I was
carrying two homes, a couple of kids, and a
wife with expensive tastes. But this one year
I was out on the town with a couple of mates
right after we got paid.
It was good harmless fun until I got separated
from the group. I was bloody drunk and
found myself alone in one of New York’s
finest strip clubs. At first it was glorious
– I was in the backroom with several girls
drinking champagne. Then the night got away
from me. I think the girls slipped something
in my drink because I totally blacked out.
It wasn’t until I got my credit card bill that I
saw how much I spent – $44,000. There was
no way I could expense it to my company,
and I was afraid to dispute the charges for fear
of my wife finding out.

DANIEL, hedge-fund trader, fantasy
football aficionado, and thinks his wife
secretly hates him (but it’s not a well-kept
secret)
My wife didn’t speak to me for six weeks.
She wanted me to put the extra money
towards our house because the value of it has
decreased since we had bought it.
But I’d always dreamed of having a mini
Fenway Park in my backyard, so construction
started right after bonus season. It took
several months to build, with a batting cage,

"

There are some people
who like to save, pay
down debt, and re-invest
wisely... Unfortunately,
I was not one of them.

full basketball court, and a beautiful Wiffle
ball field. And my kids love it – we play all
the time.
I know some people in the construction
business, so it only cost me $50,000. But
unfortunately, the value of our home has gone
even lower and a real estate agent told us the
complex added zero to the resale value. In
fact, it makes it harder for us to sell.

WENDY, research analyst, big college
football fan, and can trade locker-room
stories with the best of them (currently
looking for a job)
When I was 30 years old, I realized I didn’t
own anything and freaked out. So I used
my next bonus to buy a car and my first
apartment. I was stretching the budget a little
bit, but the market looked good and I felt like
I had job security.
Then the next year, instead of paying down
my debt, I got a little crazy. I was running
with a fast crowd and everyone was flying
private... I wanted to join the ranks of the
Wall Street elite so I purchased flight time
with Marquis Jet. It cost me more than
$100,000 for 25 hours up in the air. I had
fun flying to Miami and back four times that
year, but when I lost my job six months later I
really needed that money.

KEVIN, sales trader, worked his way up

from the back office to managing director,
and loves handing out bonuses to the guys
and girls on his desk

I was 35 years old when I started making real
money on Wall Street. Every December I was
expecting close to a seven-figure bonus. It
was 2005 and I was still single, so most of my
expenses were fairly contained. So I started
getting into the real estate game. I was buying
and selling apartments all over the city.
My bonuses in ‘05, ‘06, and ‘07 all went
directly into properties I was buying. But
then the financial collapse happened and the
credit bubble finally burst. I was long seven
properties at the time... And I couldn’t give
them away.
It took a couple of years to be free and clear,
but essentially it was like I didn’t get paid for
three years on Wall Street.

Turney Duff is a former trader at one of
the biggest hedge funds in the world,
the Galleon Group, where its founder
and several Galleon employees were
found guilty of insider trading. Turney
rose through the ranks and then fell prey
to the trappings of Wall Street: money,
sex, drugs, alcohol, and
power. Turney chronicles his
spectacular rise and fall in his
bestselling book, The Buy Side:
A Wall Street Trader’s Tale of
Spectacular Excess.
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HOW TO EASE THE BURDEN
OF DEBT IF YOU’VE GOTTEN

“IN TOO DEEP."
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Three Foolproof
Ways to Deal With
Credit-Card Debt

T

By Dr.
David Eifrig

here is no easy way to get out of debt.
Every single method of eliminating debt requires
hard work... sacrifice... and more hard work.

Of course, most folks aren’t interested in
this method of getting rid of debt. There’s
not much personal responsibility today...
starting with the folks on Wall Street and in
Washington, D.C. Most Americans want the
easy way out.
Let’s get something straight...
Each of us is morally responsible and
accountable for the obligations we accept freely.
Personal debt is no different. Once you agree
to borrow money and pay it off, those debts
are yours unless a bankruptcy court releases
you from them.
But I understand that sometimes wellmeaning people get in over their heads. And
there are some laws and legitimate strategies
for easing the burden of debt.

Before I share these methods, you need to
understand the purpose of debt...
Debt is simply a way for you to own and
control more than you can currently afford
from your savings. When you take on debt,
you are agreeing to use future earnings to pay
for something you want now.
In general, if it’s something consumed – like
a car, clothes, or airplane tickets – all you’re
doing is stealing from your future to satisfy
your present desires or needs. Eventually, it
will not work.

All you’re
doing is
stealing
from your
future to
satisfy your
present
desires
or needs.
Eventually,
it will not
work.

For example, with Thanksgiving “Black Friday”
sales and then Christmas and the holiday
season in December, this is the time of year
that many folks spend more than they expect.
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Three Foolproof Ways to Deal With Credit-Card Debt
According to the Gallup polling company, the
average American plans to spend more than
$900 on Christmas gifts this year. Last year,
they only planned to spend $785.
That’s one of the biggest-ever annual
increases... and the highest spending
projection in a decade.
DEBT
EXPIRATION:
If you
have ANY
interaction
with the
company,
the clock
resets

If they put it all on their credit cards... they’ll
have to add about $75 a month to their
regular payments to pay it off in a year, not
including interest.
But for the roughly 18.5 million households
that report only sending in their cards’
minimum monthly payment (say, $25), it will
take more than four years and an extra $400
in interest to pay for Christmas... jacking up
the bill for their presents by almost 45%.
According to the Federal Reserve, the
average American household has about
$7,500 of credit-card debt. And although
only 34% of American households carry
over their debt every month, about 15%
only make minimum payments. That leads
to large debts rolling over and rising interest
payments each month.

1

So what can you do if you’re in too deep and
can’t see a way out?
First, PROTECT YOURSELF FROM
HARASSING COLLECTION AGENCIES.

All 50 states set a legal expiration date
on credit-card debt. In other words, your
creditors have a limited amount of time to
collect what you initially agreed to pay them.
After that, you can simply tell them to leave
you alone. They must obey.
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This time limit is called the statute of
limitations (“SOL”). And in most states, it
runs three to six years.
Here’s how it works: If you have debt of,
say, $15,000 on a credit card that you have
not used or paid off, and if you haven’t
communicated about the debt with the
company within a certain time limit, then the
debt is considered expired. And if anyone calls
you up about it or tries to collect on the debt,
you just tell them “the debt is expired” and
hang up. Voila... For all practical purposes,
that debt is gone.

2

Note, I said you haven’t “communicated about
the debt” with the company. That’s the catch.
The statute of limitations starts running from
the date of last activity. Again, the rules vary
from state to state (and you should definitely
research the laws where you live).
But essentially, if you have ANY interaction
with the company, the clock resets...

If you pay off a little bit, the clock starts over.
If you call the company and talk to them
about the debt, the clock restarts.
So if you happen to be in this predicament
and the clock has been running, don’t interact
in any way with the creditor. If the company
threatens to sue you, ask it for “proof of the
debt” as this is the only response that doesn’t
reset the clock.
Once the SOL time comes, the creditor
can no longer sue you for the debt. But as I
mentioned, the debt still exists – the creditor
simply has no recourse to recover it in the
courts. And telling it “the debt is expired”

prevents the creditor from contacting you
again. This is all by law.
No matter your ethical or moral view on
paying back your debt, the law protects
you from a lifetime of harassment. If you’re
in a debt situation where this makes sense,
please check with your state laws to uncover
the exact time limits. Look up debt online at
your state’s website (usually the state’s initials
followed by “.gov” – for example, www.md.gov
for Maryland) for specifics.

2

If you don’t feel it’s right to renege on your
debt, but you still face big debt problems, you
can do two other things...
NEGOTIATE WITH YOUR CREDITOR. If

3

And one other tip: Be sure to ask it to remove
any bad marks on your credit report once you
settle, even the one that says you settled for
less than what was owed.
The final thing to do – and do it right away –
is to ASK THE CREDITOR TO LOWER THE
INTEREST RATE ON YOUR CARD.

A few years ago, I missed a payment with my
American Express card due to a travel snafu.
My next statement showed the interest rate
had jumped up to 33%. I quickly called and
told them to change it back to the old interest
rate or cancel the card. They lowered the
interest right back down. And you can easily
do the same thing I did.

your circumstances are truly dire – no job,
no assets, or no income – you can document
this fact.

If you have trouble, be nice and call back
until you find the right supervisor to help you
make things better.

Put together a financial statement, including
a balance sheet and income statement. Then
have it verified by someone reputable who
knows your financial circumstances – a tax
preparer, bank officer, etc. Share that with
your creditor and explain the likely outcome
is bankruptcy. The creditor would get nothing
or very little if that happened.

If you’re like the average American with a
balance of $7,500, lowering the interest
rate by 4%-5% can easily save you a couple
hundred dollars a year. And look out for deals
of 0% with a balance transfer. Just be sure to
pay those off regularly – otherwise, the rate
pops up again if you’re late or miss a payment.

Instead, suggest a 50%-or-more cut in the
amount of debt you owe. If things have
come to this point, you might also have fees
and penalties that were tacked on in past
statements. Ask for those to be removed,
too. Once the company sees you have no
income or a negative net worth (your debt is
greater than your assets), it may be willing to
negotiate a deal.

Finally, if you haven’t done it already,
remember to get your free credit report
from one of the three credit-reporting
services. By law, you can get one from
each company each year. I rotate
through each of them since they each
have slightly different information in their
databases. You can get the report online
from www.AnnualCreditReport.com.
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$63 TRILLION OF WORLD
DEBT IN ONE VISUALIZATION

I

n an ideal situation, governments are just
borrowing this money to cover short-term
budget deficits or to finance mission critical
projects. However, around the globe, countries
have taken to the idea of running constant deficits
as the normal course of business, and too much
accumulation of debt is not healthy for countries
or the global economy as a whole.
The U.S. is a prime example of “debt creep” – the
country hasn’t posted an annual budget surplus
since 2001, when the federal debt was only $6.9
trillion (54% of GDP). Fast forward to today, and
the debt has ballooned to roughly $20 trillion
(107% of GDP), which is equal to 31.8% of the
world’s sovereign debt nominally.

THE WORLD DEBT LEADERBOARD
This infographic from Visual Capitalist looks at
two major measures: (1) Share of global debt as a
percentage, and (2) debt-to-GDP.
Here’s the top five “leaders” in each category, starting
with share of global debt on a nominal basis:
Rank

1
2
3
4
5

Country
Debt ($B)
		

United States
Japan
China
Italy
France

$19,947
$11,813
$4,976
$2,454
$2,375

% of Global
Debt

Debtt0-GDP

31.8%
18.8%
7.9%
3.9%
3.8%

107.1%
239.3%
44.3%
132.6%
96.3%

Courtesy of Visual Capitalist. They’re
currently putting together their best
infographics, charts, and visualizations
and connecting them with one universal
theme: what are the fundamental forces
shaping the business and investing world?
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Together, these five countries together hold 66%
of the world’s debt in nominal terms – good for a
total of $41.6 trillion.
Next, here’s the top five for debt-to-GDP:
Rank
Country
Debt ($B)
% of Global
			
Debt

Debtt0-GDP

1
2
3
4
5

239.3%
181.6%
148.7%
132.6%
130.3%

Japan
Greece
Lebanon
Italy
Portugal

$11,813
$353
$75
$2,454
$267

18.8%
0.6%
0.1%
3.9%
0.4%

While only Italy and Japan here are considered
major economies on a global scale, the high debt
levels of countries like Greece or Portugal are also
important to monitor.
Greece, for example, is continuing along a
particularly unsustainable path – and external
creditors are getting stingier. Most recently, both
the IMF and Greece’s euro-area creditors have
demanded the country implement a law that
automatically introduces austerity measures if a
budget surplus of 3.5% of GDP isn’t hit.
While Greece has dismissed such demands as
“unacceptable”, the country – along with many
others around the globe – will have to accept
that constant debt accumulation has eventual
consequences.
Their first-ever, coffee table-style book,
Visualizing Change, contains 200 pages of
top-notch graphics that tie the worlds of tech,
business, and the global economy together...
from the “War on Cash” to “The Tech Invasion.”
Click here to pre-order your copy.
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Monty Hall’s Lesson
for the U.S. Treasury
This terrible trade-off made President Obama
look better while almost guaranteeing our
children would be worse off...

CLICK HERE TO

READ THE WEB VERSION
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I

’d like to think that God greeted Monty Hall
after his death in late September by asking
whether he’d like to choose the gift behind
Pearly Gate No. 1 or Pearly Gate No. 2...

Even though interest rates have hovered at
historically low levels, the U.S. government
has refused to issue super-long-term debt and
lock in the remarkable low borrowing rates.

Monty was the game show host who taught
Americans to dress up like chickens on
TV – no doubt leading the way to reality
television and modern presidential campaigns.
At some point, all of us have watched Let’s
Make a Deal or a similar show and screamed
at the contestant: “Don’t be stupid – take
the money!”

The U.S. government borrows money by
issuing bonds, bills, and notes. Lots of them.

That’s what American citizens should
have been screaming at the U.S. Treasury
Department for the past 10 years.

By Todd G.
Buchholz

Between 2009 – when President Barack
Obama moved into the White House – and
2017, the federal government racked up more
than $9 trillion of debt. Prior presidents had
together amassed about $10.6 trillion. We do
not know how we are going to pay it back.
And yet the world has been willing to lend
us 10-year money at rates substantially below
3%, in some years, as low as 1.6%. And the
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TAKE THE MONEY!
average duration of government IOUs is far
shorter... 70% of U.S. debt has a duration of
less than five years.
So why doesn’t the U.S. Treasury give
tomorrow’s children a break by taking a deal
and issuing 50- or 100-year bonds, locking in
those puny rates for a lifetime?
You might think that in a world of “Brexit”
votes and separatist movements in Catalan
and Kurdistan, no one would trust that any
government will be around in 50 or 100 years.
But last year, Spain auctioned 50-year bonds.
Private corporations have pulled off the trick,
too, including Coca-Cola, IBM, and Ford.
Disney issued 100-year “Sleeping Beauty”
bonds, and according to the Los Angeles Times,
“demand proved greater than the company
had anticipated.” Railroad operator Norfolk
Southern enjoyed a similar reception in
2010. CBS News reported that “institutional
investors bought them like crazy, leading
Norfolk Southern to more than double the
issue.” Imagine, buying 100-year bonds from
a railroad? Will rails even exist in the 22nd
century? Remember the line from Back to the
Future: “Roads? Where we’re going we don’t
need roads.”
Universities from the Ivies to the Big 10 to
the Pac 10 have issued 100-year bonds. It may
be the only thing other than avocado toast
and faded Bernie Sanders stickers that unite
fractured campuses from Yale to Ohio State to
USC.
Even governments with shaky financial
histories have grasped the concept. In 2010,
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buyers grabbed Mexico’s 100-year bonds,
despite a pockmarked history of devaluations
from 1827 to 1994. In June, Argentina which
wrecked lenders and citizens in 2002 and
has defaulted six times in 100 years – held its
own well-attended, well-bid 100-year auction.
More stable countries like Japan, France,
and the United Kingdom issue bonds with
durations of 40 years or more.

This was a terrible trade-off that
made President Obama look better
while almost guaranteeing that our
children would be worse off.
Instead of taking Disney’s and Mexico’s lead,
the U.S. Treasury recklessly borrows shortterm funds that must be rolled over. The
average maturity of U.K. debt is three times
longer than U.S. debt. President Obama’s
Treasury department claimed that it had
taken advantage of low yields – and did
extend the average duration of debt. But it
was a flimsy boast. Yes, duration moved up to
just about five years, but that was still short
of the early 1990s and well below the 2001
record of about six years. And let’s put the
2001 comparison in perspective. In 2001, 10year U.S. Treasury securities yielded 5.16%.
In 2012, the 10-year hovered just above
1.6%, before making its slow and erratic
crawl to 2.35% today.
If policymakers were more prudent and more
committed to future generations, they would
have smashed the 2001 record, not gazed up at it.
According to the minutes of the Treasury

Borrowing Advisory Committee, the acting
director of debt management stated that the
U.S. Treasury wants to “remain flexible.”
Sometimes flexibility is good, if for example,
you are a clown at the Big Apple Circus. But
if you’re a debt manager with the opportunity
to lock in borrowing rates that will help avoid
a financial catastrophe, it’s better to be firmly
in place.
Last spring, President Donald Trump’s Treasury
Secretary Steven Mnuchin said that he was
studying the idea. But studying for too long
has its risks. The longer the U.S. Treasury waits,
the more likely longer-term rates creep upward.
So why do presidential administrations
choose to play the role of the feebleminded
game show contestant? In my book, The Price
of Prosperity, I suggest that we round up the
usual suspects: shrewd political self-interest
and a bias toward the short term.
Because short-term debt yields are typically
the lowest on the “yield curve” (a graph that
usually shows that it costs more to borrow
for a longer term), borrowing short gives the
illusion of a lower budget deficit, flattering
the president’s fiscal profile. With the Federal
Reserve squeezing short-term rates down to
zero, the interest cost of existing debt looks
meager at 1.3% of gross domestic product.
But this was a terrible trade-off that made
President Obama look better while almost
guaranteeing that our children would be
worse off.
Issuing 100-year bonds, or at least 50-year
bonds, would have required a higher interest

rate, perhaps 3% or 3.5%. Sure, that would
put more pressure on near-term deficit reports.
But leaders should be willing to let their
personal image take a hit, if it clearly helps
their constituents. Our relatively short-term
debt imperils American citizens. If yields jump
back to normal levels, deficit estimates would
soar by $4.9 trillion over the next 10 years.
Locking in a hundred years of borrowing at
a 3% rate would be the biggest bargain since
Michelangelo agreed to paint Pope Julius’ ceiling.
Would you advise a friend who’s buying
a home to accept an adjustable teaser-rate
mortgage that could catapult higher in a few
years? In today’s low-rate environment, teaser
rates are for fly-by-night salesmen. The United
States should not be a fly-by-night country.
The stakes and risks are clearly much higher
than anything Monty Hall ever offered
on Let’s Make a Deal. Someday when the
government tries to roll over America’s paper,
rates will have catapulted much higher, and
the world’s financial system will look at the
U.S. taxpayer and announce: “Game over.
You lose.”
Todd G. Buchholz has served
as White House director of
economic policy and managing
director of the legendary Tiger
hedge fund. He was awarded
Harvard University’s annual
teaching prize in economics
and is the author of The Price of
Prosperity. He tweets @econTodd and can
be contacted at www.econTodd.com.
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Will Puerto
Rico’s Debt
Be the First
‘Jubilee’?
It’s been this way for years. But the situation went from bad to
catastrophic when Hurricane Maria rocked the tiny island in
late September.
The situation is now so bad that President Donald Trump
recently talked about wiping out Puerto Rico’s debt. That
would be unprecedented.
To figure out what this means for Puerto Rico and its investors,
Justin Spittler called legendary natural resource speculator
Doug Casey...

JUSTIN SPITTLER
INTERVIEWS DOUG CASEY
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PUERTO RICO’S ECONOMY IS IN SHAMBLES...

Justin: Doug, what do you make of
Trump’s suggestion? Could he really
wipe out Puerto Rico’s debt?
DOUG: I don’t know about the legality of

Trump – as opposed to the Puerto Rico
legislature – defaulting on the debt. But it’s
not just a reasonable suggestion, but a good
idea, and probably inevitable. I mean this
tiny island of 3 million people owes more
than $100 billion – about $70 billion in
balance sheet debt plus another $30 billion
of off-balance sheet pension liabilities. And
probably a lot more in contingent liabilities,
guarantees, and what have you. How are they
supposed to pay that back?

It’s completely impossible for them to pay off
this debt. Especially since it’s the poorest and
most socialist-leaning part of the U.S. So, yes.
Puerto Rico will default, one way or another.
And it should default.
Justin: What about Puerto Rican
bondholders? Are you sympathetic
toward them?
DOUG: These people were paid handsomely

to subsidize the Puerto Rican government in
a co-dependent relationship for many years.
And they were very well paid with high taxfree income for years to facilitate San Juan
politicians bribing local voters to re-elect them.

Let’s do the math on this. Divide 3 million
into $100 billion, and you come up with
around $33,000 per person.

They assumed that the U.S. government
would step in and bail them out, rather than
allow sovereign default.

But that’s sugarcoating it... because only a
million people on the island work – being
very liberal with the concept of employment.
If you use this figure, the debt comes to about
$100,000 per person.

So these bondholders should be punished for
subsidizing the stupidity of the Puerto Rican
government for all these years. I have zero
sympathy for them.
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So yeah, default on the bonds. Because if you
don’t, you’re absolutely putting an albatross –
it’s an anvil, actually – around the neck of the
productive part of that economy to pay off
those bonds.
But that’s just one reason to default. Another
is that all that debt guarantees that future
generations of Puerto Rican residents will be
turned into indentured servants to pay it off.
A third reason is that it should ruin the
Puerto Rican government’s credit rating
for a while, which will preclude them
from borrowing again. That’s a good
thing. Government spending is almost all
consumption – it siphons capital from the
productive private sector, dissipates capital,
and lowers the standard of living.
Justin: And a default would be in Puerto
Rico’s best interest?
DOUG: Yes, for the reasons I mentioned. The

moral and economically intelligent thing to
do is to default on the bonds. There should be
no aid from the U.S. to Puerto Rico. It would
mostly go to putting in new infrastructure.
Which means the electricity and water would
work again, and favored contractors would get
rich. But that wouldn’t solve any of the island’s
real problems – bureaucracy, corruption, high
taxes, and a socialist mentality.
Tourists will come back to the waterlogged and
mildewed hotels at some point, I suppose. But
the island isn’t cheap even in good times, since
everything is imported. The only reason to be
there is to take advantage of those provisions in
their tax code – Acts 20 and 22, that may let
an American live there tax-free.
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There’s no real economic activity on the island
besides tourism. Even the drug companies
– which were quite big employers for many
years – are leaving. So, there are going to be
scores of unemployed waiters, maids, and taxi
drivers for quite a while.
Justin: But Doug, Puerto Rico is a
U.S. territory. Shouldn’t the federal
government have its back?
DOUG: No. Puerto Rico should actually be

an independent country. Historically, that’s
what Puerto Ricans have always wanted,
since we took the island from the Spaniards
as a spoil of war in 1898. Although in recent
years, Puerto Ricans have gotten so used to
the welfare benefits and convenience of being
part of the U.S. that few want independence
anymore. Half of them now live in the
continental U.S. A pity. It could become
the most prosperous country in the Western
Hemisphere if they pursued the right policies.
It could turn itself into the next Hong Kong
or Singapore.
But that won’t happen. That’s because the
island’s ethos is very welfare-oriented. It’s been
totally corrupted by being owned and treated
as a U.S. colony for the last 100 years. At least
as far back as West Side Story, which was done
in the 1950s, the place was a laughing stock.
I love that song that Maria’s friend sings. She
says, “Puerto Rico, my heart’s devotion, let it
sink back in the ocean.”
Most of the smart and entrepreneurial Puerto
Ricans have long since hightailed it to New
York or Miami.

The island is culturally, linguistically, and
ethnically different from the rest of the U.S.
– it makes no more sense to be part of the
U.S. than would other Caribbean or Latin
countries. That sort of thing is what signals
the difference between a cohesive country,
and an empire. The U.S. resembles an empire
more and more as time goes by.
I’d love to see them become independent and
wealthy, in the manner of Hong Kong or
Singapore. But they’ll probably devolve into
just another Latin American money pit. I
don’t know what the answer is – in fact, there
is no answer. The place has been corrupted by
over a century of welfare. It’s got to change its
culture, and that isn’t easy. But it shouldn’t be
your problem, my problem, or the problem of
other Americans.
Justin: I hate to say it, but you’re
probably right. The chances of Puerto
Rico becoming the next Hong Kong or
Singapore are slim to none.
But let’s pretend you’re in charge of
Puerto Rico. How would you start the
rebuilding process? How would you turn
it into the next Hong Kong?
DOUG: After defaulting on all the

government debt to clear the deck? I would
then abolish all welfare programs, of whatever
nature, for both individuals and corporations.
I’d get rid of their local income tax and all
regulations of whatever description.
If you want it to boom like Hong Kong
or Singapore, you have to put the same
conditions that those places have in place.
And those are the conditions.

It’s necessary to totally
The place doesn’t need
free marketize the
some changes around
place. That would
the edges... It needs total
attract companies and
and radical reform, top
entrepreneurs from all
to bottom. And it could
over the world. Institute
become – very quickly –
gold as money. Going
the leading edge of the
even further, I’d take all
entire world’s economy.
the government’s assets
– of any type, including
national sovereignty – and put them in a
corporation, distributing publicly listed shares
to the citizens.
Theoretically, the people own the government
and its assets. But that’s a meaningless
concept, unless you can take that dead capital
public in major stock markets.
The government wouldn’t do anything but
provide police and a court system. But,
perversely, those two things are too important
to leave to the type of people that wind up
working for the government – they always
become centers of corruption. They should be
privatized, too.
There’s a lot more to say about this plan – it’s
something I’ve been trying to sell to failing
states for many years now. It would be a total
non-starter in Puerto Rico, simply because it’s
part of the U.S.
The place doesn’t need some changes around
the edges... It needs total and radical reform,
top to bottom. And it could become – very
quickly – the leading edge of the entire
world’s economy. It could be turned into
Dubai on steroids. But it won’t be. Well, as
Einstein said, after hydrogen, stupidity is the
most common thing in the universe.
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Justin: You tried this sort of thing in Haiti
and a few other Third World countries.
How’d those trips go? Do the leaders
of these places actually follow your
advice?
DOUG: They always listen, if only because

they’re desperate. This has long been one of
my hobbies – going to backward, worthless,
dystopian Third World countries, places
much worse off than Puerto Rico.
Most recently, I tried this in Haiti, which
I’ve been to numerous times over the last 40
years. But these places are all the same in that
they’re kleptocracies, where people use the
government as a formal, organized vehicle for
enriching themselves. They’re uninterested in
change. Except the Haitians, like the Puerto
Ricans, would also like to become a U.S.
state.
But sure, I’ve had very entertaining
experiences in many countries around the
world. That would be a subject for another
conversation, for a book actually. I should
write a book about these adventures before I
forget all the details.
Justin: I can’t imagine Haiti’s actually
trying any of this. Are they?

Justin Spittler is the editor
of the Casey Daily Dispatch,
a daily letter with news, an
overview of the market,
and important investment
themes. Subscribe for free
here.
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DOUG: No. Forget about it. I mean the

individuals, the guys that I actually talked to
in the president’s office, weren’t stupid. They
could understand this.
But they’re making so much money stealing
now... change is the last thing they want.
Even offering them the opportunity to make
10 times as much legitimately doesn’t entice
them – the idea of possibly losing what they
are stealing now and breaking a bunch of other
people’s rice bowls scared them too much.
Although, I thought I came close in a couple
of places...
Justin: Do you plan to try this in any
other countries? If so, what might be
your next stop?
DOUG: Will I try to do this again? I

don’t know. If somebody gives me a good
introduction to a president somewhere I
suppose I’ll get on a plane. Can’t help myself
when I see a neat adventure.
If I did, it’ll probably be someplace in Africa.
But frankly, I’ve kind of been there and done
that. I’ve pitched this idea to the governments
of a dozen countries around the world. It’s
been a fun hobby. But after a while, you see
one hellhole, you’ve seen them all.

Doug Casey is a true contrarian investor. The
founder of Casey Research and one of the
most successful natural resource speculators
in the world, Doug also recently began
publishing the ”High Ground” series of books –
absolutely thrilling and provoking stories about
speculation, morality, and libertarian ideas.

INVESTIGATING U.S. SENATOR
KAMALA HARRIS’ CHIEF OF STAFF...

A $37,000 DETAIL
DOES MATTER
O

n January 3, Kamala Harris was sworn in as U.S.
Senator from California by then-Vice President Joe
Biden. The C-SPAN tape of the ceremony shows her
chief of staff, Nathan Barankin, beaming in the background.

The day before her swearing-in was Harris’
last day serving as the attorney general of
California. It was also Barankin’s last day as
chief deputy attorney general of California.
Why does this matter?
Tracking bureaucratic details about Barankin’s
final year at the California Department of
Justice reveals important, ethical challenges.
The story starts with a questionable severance
payment made to Barankin. Issues regarding
his role for Harris’ Senate campaign are raised
– and left unanswered by Harris. As for where
the story ends, well – it’s not over yet.
Three days after Harris was sworn in to
the Senate, the Department of Justice gave
Barankin a $116,905 “cash-out” check to
cover his unused annual leave. The payment
substantially exceeded the cap on the amount
of annual leave that managerial employees are
allowed to accumulate under the California
Code of Regulations.

According to public records, in 2016, Barankin’s
monthly pay averaged about $14,000. His cashout covered 155 days of unused annual leave.
But California regulations prohibit managers
from accumulating more than 102 days of
annual leave.

By Peter
Byrne

When the leave balance exceeds the cap, the
employee is required to take time off, said
Lynda Gledhill, a spokesperson for the state
agency that oversees employee benefits. A
cash-out for unused leave cannot typically be
for more than the cap. The reason for capping
the amount of accumulated leave is twofold:
The state requires employees to take vacations
as a matter of emotional health... And cash-outs
for more than the capped amounts are taken
out of operating funds, messing up the budget.
The Department of Justice acknowledged that
Barankin was credited for more leave than is
allowed by the regulations. In fact, Barankin’s
cash-out exceeded the limit by 53 days –
translating into $37,000.

CLICK
HERE

TO READ
THE WEB
VERSION
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Barankin did not respond to queries about
whether he used his annual-leave benefits
to work as the communications director of
Harris’ senatorial campaign during 2016.
According to an expert consulted for this
story, if Barankin did not use annual leave to
work with the campaign, he may have fallen
afoul of laws prohibiting state employees from
working on campaigns during normal
working hours, which, if it occurred with any
pattern of regularity, could evoke criminal
and civil penalties – at the discretion of the
Department of Justice.
Did Barankin perform
volunteer work for the
campaign and travel
on its dime while he
was being paid by the
Department of Justice
to do his job?

After Harris was elected
attorney general in 2011, she
chose Barankin to manage the
department’s 5,000 employees.
He had previously worked as
a communications director for
former state attorney general
Bill Lockyer.

In late February 2016, I telephoned the press
office at the Harris campaign headquarters in
Los Angeles. I wanted the candidate to review
the findings of an investigative story about a
purported breast cancer epidemic in California.
I spoke with the campaign’s digital director,
Mariah Craven, who told me that all press
questions were being handled by Barankin at
the attorney general’s office. Barankin did not
return messages that I left on his phone at the
department, but I persevered.
On March 8, 2016, Craven, who had worked
as Attorney General Harris’ press secretary in
2015, e-mailed me using a campaign e-mail
address, “I sent your request [for an interview
with Harris] to the communications staff in
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the office of the Attorney General. If they’re
able to set something up, they will reach out
to you directly.”
Aware that Craven may have crossed the
statutory firewall that compels the separation
of the operations of the campaign and the
attorney general’s office, I wrote back, “This is
a campaign issue, not an attorney general issue.
Please provide the contact information for the
director of communications for the campaign,
so I may speak with him/her directly.”
Prior to the publication of this story, neither
Barankin nor Harris’ press office responded to
repeated emails and telephone calls requesting
comment for the story and clarification of
the facts presented in it, including Barankin’s
status with the campaign.
In a written response to my request for the
Department of Justice’s authorization for
Barankin to work on the Harris campaign,
Becerra stated, “Mr. Barankin did not work
on [Harris’] senatorial campaign.”
After I presented Becerra with evidence that
Barankin did work on the campaign, he
responded, “The DOJ has no records of what
he may or may not have been doing on his
own time.”
According to the Federal Election
Commission (FEC), on December 14, 2016,
Harris’ Senate campaign reimbursed Barankin
$2,194 for “primary” campaign travel
expenses. The reimbursed items are not clearly
delineated, but they appear to include $1,532
for the Holiday Inn Capitol in Washington,
D.C. and a series of Uber rides. In March
2017, the Harris campaign reimbursed
Barankin $54 for an undisclosed travel expense

A $37,000 DETAIL
DOES MATTER
attributed to the primary campaign. (Harris
won the primary election in June 2016 and
the general election in November 2016.)
Federal election records do not reveal the
dates of Barankin’s trip to Washington.
The Holiday Inn Capitol is not expensive
by corporate-lobbyist standards. At $100 a
night, he could have stayed for two weeks.
The records do not reveal what Barankin was
doing on behalf of the primary campaign.
Nor do they reveal if he took a leave of
absence from his job as a deputy attorney
general while working for the campaign.
There is no FEC record of Barankin being
paid a salary by the campaign... Presumably,
he volunteered his time. Did Barankin
perform volunteer work for the campaign and
travel on its dime while he was being paid by
the Department of Justice to do his job?
According to attorney Julie H. Biggs, who
is an expert in California public agency
law, state legal codes prohibit officials from
participating in political-campaign activities
during working hours or on state property
or using state office equipment, including
computers and telephones.
Biggs, who is a partner at Aleshire & Wynder
in Riverside, California, said, “If Barankin
was volunteering his time with the Harris
campaign during normal business hours that
would certainly be a misuse, and potentially a
misappropriation, of public funds.”
Those actions could give rise to criminal and
civil actions under California laws, should law
enforcers choose to investigate, Biggs explained.
Biggs observed that answering an occasional

e-mail from a campaign worker would slip
under the normal-working-hours prohibition
as “incidental and minimal,” but engaging in
campaign business beyond rare events is not
allowed by government codes.
The Department of Justice is charged with
enforcing these codes.
Neither Harris’ press office nor Barankin
responded to multiple requests by telephone
and e-mail to clarify whether or not he
performed campaign work during normal
business hours at the Department of Justice.
Surely, the public has a right to know.
After this story was published online, it was
edited to reflect additional information
regarding Barankin’s relationship to the Harris
campaign.

Peter Byrne combines investigative reporting
with science writing. He wrote a feature profile
on Kamala Harris – The Kamala Contradiction –
last month in American Consequences. Kamala
remains at the top of the list of likely Democratic
presidential candidates in 2020.
Peter’s reporting has been recognized by
Investigative Reporters & Editors, the American
Association for the Advancement of Science,
and the Society of Professional Journalists. His
books on strange physics, medical fraud, and
political corruption are critically acclaimed.
Based in Northern California, his work can be
found at www.peterbyrne.info.
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By P.J.
O’Rourke

I

woke up this morning and everything
was free.

All goods and services... completely free. It
had to be true because when the clock radio
came on, even NPR was giving away tote bags
without begging for donations.
I rolled over in bed, happily mulling a list
of things I want – and could get – without
paying for them! A Learjet... A 1955
Mercedes 300SL Gullwing coupe... in silver...
with the black and white plaid racing seats.
Come to think of it, I could send all the
kids to Harvard. If everything’s free then,
presumably, perfect SAT scores are free, too...
And, best of all, with no need for a paycheck,
I could take the day off.
I got up whistling a merry tune, pulling on
my pants and thinking, “Soon these trousers
will be the bottom half of a bespoke Savile
Row suit.”
Over a leisurely breakfast I pondered the
question, “What armload of the earth’s
priceless bounty (now literally priceless) should
I gather unto my bosom?”
Fortunately, our family is pretty well-off.
There isn’t anything we desperately need. No
expensive operation for crippled little Timmy
or anything like that. And none of our kids
are named Timmy anyway.
We live out in rural New England. Like most
country folks, we’re well provisioned this time
of year. Our pig has been slaughtered and is
in the freezer along with half a beef cow from
the farmer down the road (and a whole bunch

of frozen pizzas just in case we get down to
tongue, tripe, and pig’s feet).
The wood is stacked. The furnace oil has been
topped up. Cars, truck, and tractor are in
running order. Old fridge in the basement is
stocked with beer. Got jerry cans of diesel for
the generator. If the neighbors use so much free
electricity that the kilowatts coming out of
our wall sockets slow to a trickle, no problem.

“

I could send all the kids to
Harvard. If everything’s free then,
presumably, perfect SAT scores
are free, too...

I could take my time deciding what no-cost,
complimentary, on-the-house stuff I should
go out and get first.
Funny how old habits die hard. My immediate
thought was “money.” (I forgot it was of no
further use.) And I drove to the bank in town
to get a couple of trash bags full.
Guess the bank tellers forgot, too. They’d
taken it all and left the bank vault open
and the safety deposit drawers pulled
out... nothing but bearer bonds and stock
certificates littering the floor.
No use for those anymore, although Berkshire
Hathaway did look attractive at $0 per share.
Of course, it will never pay a dividend again.
(Not that it ever did.)
As long as in was I town, might as well
pick up some groceries, gratis. Seems like
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a lot of people had the same thought. And
they weren’t returning their grocery carts to
the cart rack or parking between the lines.
In fact, somebody had backed his pickup
truck through the automatic doors and was
throwing cases of Samuel Adams Boston
Lager into the pickup bed. He probably
should have stuck to Bud in cans because the
Sam Adams bottles were bursting all over the
place. It was a mess.

For years now we have
been treating goods and
services as if they were de
facto free. It was only a
matter of time before we
made them free de jure.
It was a worse mess inside the grocery
store. Squealing children, faces smeared
with chocolate, swarming the candy aisle.
Housewives rooting though the produce bins,
tossing bruised fruits and wilted vegetables
over their shoulders. Grown men running
and blocking and tackling each other: T-bone
steaks were the football and the meat cooler
was the line of scrimmage.
All I wanted was a little cheese – a wheel of
Stilton, fat wedge of Parmigiano Reggiano,
large Brie de Melun, ten pounds or so each of
Roquefort, Gruyère, Gorgonzola, Mozzarella
di Bufala, Camembert de Normandie, and
Moliterno black truffle Pecorino. You know,
the kind of stuff that makes the snack tray
look special. We already had saltines at home.
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But I never got to the deli counter. Some old
folks had commandeered the shuttle from
the local retirement community. (Gosh, they
were spry.) There was a pink-haired lady in a
walker swinging a kielbasa. She would have
been batting .400 for the Astros if she was
playing Major League Baseball.
Things were every bit as bad at the gas station.
Tug-of-war with the pump hoses. People using
the fuel nozzles like nunchucks. Then somebody
started squirting high-test at other folks because
they were trying to pull him away from his boat
trailer where he was filling the 130-gallon fuel
tank on his Bertram 24 Sport Fisherman. Good
thing nobody smokes anymore.
KA-BOOM!!!
Well, almost nobody.
Let’s not even talk about what was going on
at the liquor store... though I did manage
to get away with a couple of bottles of 2010
Châteauneuf-du-Pape. (The locals thought
2010 was the sell-by date.)
Everywhere I looked in this heretofore
peaceful, sleepy little town there was – as that
gloomy old political philosopher Thomas
Hobbes called it – a “war of all against all.”
It made me think... Communist countries
are based on the idea that everything is free.
In the Communist Manifesto Karl Marx says,
“The theory of the Communists may be
summed up in the single sentence: Abolition
of private property.”
No wonder communist countries are
brutal dictatorships. It would take a lot of
totalitarianism and secret police and gulags

and so on to control that old lady clubbing
me with a kielbasa. Gives you sympathy for
Kim Jong-un.

the beginning of a long-term trend – I would
even call it a plot – to separate the desire to
purchase from the duty to pay.

I decided to go home.

“By the 1930s, individual stores were issuing
charge plates so that wives could buy finery
one month and not let husbands find out
until the following month...”

(This is the part of a polemical narrative
where I need to make a speech, like the
speech of copper baron Francisco d’Anconia
in Ayn Rand’s Atlas Shrugged about money
being the root of all virtue.

“Ahem,” my wife interrupted, “I’m the one
who balances the checkbook around here...”

Ideally the writer works such speeches in as
part of a dialogue. But the other person in the
dialogue – in my case, my wife – doesn’t get
to say much. In Atlas Shrugged, Francisco goes
on for five pages in response to a snide remark
by hateful anti-capitalism journalist Bertram
Scudder. I shall try to contain myself.)

“In 1950,” I continued without pausing,
“Diners Club introduced a general use
‘credit card’ that allowed cash-free purchases
at restaurants and a wide variety of other
commercial establishments. In 1958 the
American Express Card promoted this ‘unpay’ concept worldwide.

“Oh my gosh, what happened to you?!” asked
my wife.

“Our own children have no idea what things
cost or how the cost is met. Our children will
say, ‘Sorry I sat down on the glass-top coffee
table and my butt busted it to pieces. But you
can just go on Amazon and get another one.’

“Money is the root of all virtue,” I replied.
“Goods and services shouldn’t be completely
free. For years now we have been treating
goods and services as if they were de facto free.
It was only a matter of time before we made
them free de jure.
“It started in the 1920s,” I said, “with easy
access to consumer credit on the installment
plan – ‘Buy Now, Pay Later.’ This didn’t make
goods and service free of course, but it made
goods and service seem free.
“Customers no longer had to save up money
to pay for what they wanted with cold, hard
cash. (Which even paper money was in those
days, being backed with gold and silver.)
“My Dear,” I went on to say, “that was just

“Now people can simply tap their iPhones
to go into debt. Debt, incidentally, that the
events of this very day have shown will never
be paid. What is the world coming to?”
“Well,” said my wife, “If you’d ‘come to’
a little earlier this morning we could have
gotten a free washer and dryer.”
Free Goods and Services was the lead story
on all the television news channels. The
whole country was going crazy just like my
little town... except in the big cities, where
everybody is crazy anyway and things were
much worse.
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Now people can simply tap
their iPhones to go into debt.
Niketown on 57th Street in Manhattan
had run out of the new $230 Nike Air
Foamposite Pro model. A mob was trying to
hang store clerks from the fire sprinklers with
shoestrings. But a lot of Nike shoes use hookand-loop fasteners, and it’s hard to lynch a
person with Velcro.
I had to hand it to the TV newscasters,
staying on the air for free. Some people
would rather be a big cheese on the TV screen
than have anything else. But I noticed the
TV stars were operating the cameras and
the microphone booms themselves. Not
everybody is stupid enough to rather be
famous than rich.
And forget that Learjet I wanted. I saw
on television that all the pilots have flown
everything that can fly away to where you can
still get a price for an airplane – mostly drugsmuggling countries, where I understand the
free market is still operating as usual.
By afternoon I was tired of the news and went
down to my henhouse. The eggs there have
always been free. Free, that is, if you don’t
count the feed, poultry waterers, egg crates,
two-by-fours and chicken wire to build the
coop, and the four days a year it takes to
shovel the chicken shit out.

by RVs, camper vehicles, and travel trailers.
(I admit, there is a spectacular mountain view
from that spot.) Glad I got the hay before
everybody moved in.
Some of my uninvited guests were chopping
my trees for firewood. Some were hauling
drinking water out of my trout stream, while
others were emptying their RV waste tanks
into the brook upstream. And some familiarlooking chickens were roasting on BBQ grills.
I shouted at the crowd. But they’d been
working hard on the bottles of Sam Adams
that hadn’t smashed when they were thrown
into the pickup at the grocery store, and they
were making too much noise for me to make
myself heard.
I climbed up on the roof of my truck cab and,
at the top of my lungs, cajoled the people
to leave. I begged and pleaded with them to
leave. I offered to pay them to leave.
“Your money’s no good here!” said one big
drunk guy.
And considering that morning’s sudden change in
the American economic system, he had a point.
So I went home, got out a key, and opened
the one room in my house that’s kept locked.
(That said, all the doors and windows will be
locked and bolted from now on.) Then I spun
the combination on the cabinet safe...

But my eggs were gone. So were my chickens.

If everything is going to be free, then there
has to be a new way of paying for things.

That’s when I heard the noise in my hayfield...
I drove my truck up there to see my 30 acres
of timothy and clover had been smashed flat

I put 15 rounds in the magazine and slipped
it into my Glock 9mm – the Visa Card of the
future.
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ADVERTORIAL

Reclusive Millionaire Warns:
“Get Out of Cash Now”
09.25.2017 | BY PATRICK BOVE, STANSBERRY RESEARCH

Something strange is going on in the
financial system.
And according to The Wall Street Journal,
it’s causing some investors – including
the biggest banks in the world – to move
massive amounts of money out of the
banking system.
What exactly is going on and what does it
mean for your money?
I recently met up with former hedge fund
manager, Dr. Steve Sjuggerud – one of the
most widely-followed financial analysts in
the world.
Today, he shuns the spotlight and lives on
a remote island off the Florida coast. And
he’s built a new life… and a substantial
fortune… by sharing a series of eerie
predictions. Many of which have proven
correct.
• In January of 2000, he wrote: “We are
at the peak of most likely the greatest
financial mania that will ever be seen in
our lifetimes.” Next thing you know, the
NASDAQ fell more than 75%.
• On November 1, 2002, he said, “I
expect a real estate bubble to take hold.
We don’t know how far it will go. But
it has likely just begun.” You probably
remember what happened next – home
prices soared.
• Then on Friday, March 20, 2009 –
at the peak of the financial panic, he
wrote: “You want to own stocks right
now.” Stocks have nearly tripled since.
But his latest prediction has caught many
Americans completely off-guard.
Dr. Sjuggerud says, “Cash in the bank
used to mean something. But I’m telling
you – it’s going to be a huge, huge source
of regret in the months ahead.”
He told me, over the next year or two,

Steve Sjuggerud’s latest prediction has caught
many Wall Street analysts off guard.

there’s going to be a massive panic out of
the traditional banking system. In fact, it’s
already begun.
Some of the biggest investors in the world
are pulling billions of dollars at a time
out of bank deposit accounts… They’re
even selling their gold bullion. And they’re
putting all this cash in the last place you’d
ever expect.
Dr. Sjuggerud is an intensely private man.
But he was recently prodded by a friend
– one of the most successful investment
analysts in the world – to share the details
of his stunning research with the general
public.
I should warn you: What he has to say
is controversial… and not at all what
you’ll hear from the mainstream press.
But for the time being, you can view his
presentation – free of charge, right here.

How to
Protect
Yourself
From a
Jubilee
YOUR LOOK INSIDE REAL PORTFOLIOS
There are three obvious ways that
debts are eliminated...
1. The first is default. You go bankrupt.
Your creditors divvy up your assets
and everyone moves on.
2. Inflation is a less-obvious way
that debts get smaller. Debts can
be inflated away by a central bank
printing money.
3. And of course, you could simply pay
your debt. It goes away just fine that
way, too.
But most people don’t realize that
another way that debt “goes away” is
through the redistribution of wealth...
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Governments sometimes raise taxes
to help pay down these debts, or
sometimes there’s a revolution and the
debts get wiped out.
Today, with debt already much higher
than gross domestic product and
never-ending government deficits...
this final idea – a jubilee – is more and
more likely. The question is...
How does a reasonable person
– without wearing a tinfoil hat
or living in a cave – structure
his affairs to protect his assets
against this sort of grand financial
“reset” and restructuring of the
social contract?

David Tice, fund
manager and founder
of the Prudent
Bear Fund
I’ve been thinking a
lot about jubilees...
I really think that’s
the way it’s going to
come down.
We can’t seem to get inflation because
there’s all these deflationary trends. We
know all this debt is not going to get paid
back, and frankly, defaults are going to be
a big, big problem. I think there’s going to
likely be some reconfiguration of the financial
system. I mean we had Bretton Woods some
60-70 years ago... We had Nixon take us off
from gold convertibility in the early ‘70s.
I think there’s just too much debt in the world,
and the wealthy people, including us, have
made a lot of money and we don’t want to
part with any of it. I mean we shouldn’t have to
part with any of it. I’m not in a Warren Buffett
school that says that we should part with it,
but I worry about civil unrest in the future.
I’m not exactly sure how it plays out, but
maybe it’s a Bernie Sanders-type coming in
and saying, “This is what’s going to happen.”
I think there’s likely to be some kind of a
reconfiguration of the system, and I hope it
gets back to a gold standard. Frankly, I think
so many great things are happening in the
world in terms of technology, biotech, and an
exponential rate of change that we just need
to get the money system figured out and we
have to get this largess at the central banks.
If we reset, then I think we could potentially
have a boom again. Now, if our leaders can

all get together, and if our people in all these
countries can figure out how to do that, it
will be a massive undertaking and maybe it
happens through civil unrest. It’s hard to say.
But I think there’s going to have to be some
kind of jubilee.
To protect my portfolio, I’m still a big believer
in gold. I’m a believer that gold and silver are
money, and I’m also a believer in incomeproducing assets. So I think a portion of your
portfolio can be allocated to this “Melt Up”
theory that Steve Sjuggerud has. (Read more
about that in our August issue of American
Consequences.)
And I also love the Big Trade investment idea
about how implied volatilities have been
knocked down so low as an unintended
consequence of all the zero-interest rates...
People are looking for yield, and there are all
these put sellers out there that are creating
unrealistically low prices for puts, and
therefore you can buy puts for protection. It’s a
great thing for people who understand the risk.
I think a person should have some money
offshore. They should all do this legally
obviously, but you should have it outside the
banking system. I think you have to protect
yourself from the big five banks. There’s been
talk about how some of the big banks have
said that if you have gold coins in your safety
deposit box, they can’t protect you. I’m not a
big confiscation guy, but I think you better not
have your gold coins in the safety deposit box
of JPMorgan.
But we have to live our life, enjoy every day as
much as we can, enjoy our kids, try to make
the world a better place, and pray a lot. That’s
kind of my view.

American Consequences | 47

YOUR LOOK INSIDE REAL PORTFOLIOS

Jim Rogers, legendary investor,
co-founder of the Quantum Fund,
author of Investment Biker
among other books
I haven’t heard a lot of serious talk
about a jubilee anywhere in Asia.
I occasionally see it mentioned
somewhere in a publication or
something. It’s more likely to be something
that would happen in the West or in Japan,
rather than {mainland} Asia, because most
Asians are still creditors, or even if they have
debt, they don’t have massive debt.
The Japanese are staggering with their debt.
America is the largest debtor nation in the
world, and getting higher and higher. If it’s
going to happen, it’s going to be a place like
that. But the implications are staggering...
If there’s no debt and you’re a pensioner, what
do you do? You’re dead. You’re bankrupt.
You’re starving if you’re on a pension.
Now, maybe we’re defining “jubilee” differently,
but there is no question that a gigantic trauma
is coming in the debt market, and many debts
are going to be wiped out... whether it’s by
bankruptcy or military action or who knows
what. There’s no question about that. Debts
are higher than they’ve ever been in recorded
history. This is going to end badly.
But if the theory is that governments are
going to get together and say, “We abolish
all debt, voluntarily,” – it could happen, but
I’m skeptical. That does not mean that I don’t
expect a lot of debt to be wiped out...
As I’ve said before, we’re going to have the
worst financial crisis in our lifetime because
of the debt. That may be part of the factor.
There is no question that the debts out there
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are now staggering. We’ve never seen the
likes in the world.

Porter Stansberry,
founder of Stansberry Research
For me, I just try to buy a little
more gold every year and I keep
it in a place that I know is safe and
that I control.
I’m a huge fan of self-storage locations
because they’re all over the world and
nobody thinks there’s a box of gold coins
under your old clothes or in a dirty sofa. It’s a
very simple thing to do and I’d recommend
making sure that the executor of your estate
knows where that self-storage unit is.
I’m also a big believer in real estate. I can
imagine that the government is going to try
to tax you and is going to try to take things
from you at some point to repay its debts,
but I think it’s very hard for the government to
take agricultural properties in particular. That
would be very disruptive to the economy.
Timber, soybean farms, corn farms, wheat farms
– all great disaster hedges, particularly timber. I
think timber is overlooked by a lot of folks.
Even more important is real estate in foreign
countries. It’s a great asset that you do not
have to report to the government as long as it
is not producing income.
So if you just want to hold a land bank, it’s
a great way of parking $1 million or more
in a foreign country. Of course, you face
political risk in that country, but think about
Argentina... There’s no more politically risky
place in the world over the last 50, 60, 80
years than Argentina. How many revolutions
have they had? How many devaluations? All

that crazy stuff – which I think is eventually
going to come here – but they’ve never
seized land. So again, it’s a way for you to
really hide assets and to protect them.

Erez Kalir, CEO and co-founder
of Stansberry Asset Management
We’re at the intersection today of
two long and big trends...
One is a debt supercycle, where
more and more and more debt has
been piled on and into both the U.S. economy
and the global economy. I think people tend
to think that we “solved that problem,” or at
least cleaned it out after the 2008 financial
crisis, which is just factually wrong.
And the other thing that has come hand in
hand with that debt supercycle is probably
about 35 years in the making, if not longer...
And that is, since the financial crisis, because
of this intervention of global central banks,
we’ve also entered this Truman Show era of
artificially suppressed and low volatility. This is
what you get when the central banks put their
big thumbs on the scale, and inject as much
liquidity as they have into financial markets.

This is basically just a circuitous way of
saying, “I want to be long credit volatility.”

Raoul Pal, Goldman Sachs alum and
founder of Real Vision Television
When a debt jubilee occurs,
it essentially represents the
monetization of the nation’s debt,
or some general agreement to
extinguish a debt. In this situation, it would be
hugely negative for the currencies involved,
and you therefore should expect gold to
perform very well.
However, what is less obvious is that once
a jubilee has taken place, a nation is free of
debts and the system is generally free of
debts... that is incredible powerful for equity
markets and any shock selloff should be a
lifetime opportunity to buy.

And being short volatility, in other words,
selling volatility, has been a killer trade since
the financial crisis. Everyone who’s done that
has, at least to date, profited in doing it. To
me, you know that there’s a bell ringing when
people are manufacturing or inventing ETFs
that allow you to be short volatility through an
ETF product.
But eventually, and I think these things will go
hand in hand, that debt bubble will unwind.
And I think that when that debt bubble
unwinds, it will also be a massive unwind in
the short-vol bubble.

Hank Blaustein | © 2017 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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The stock market also generally adjusts for
currency devaluation, too. You can see that in
Venezuela, where the currency is collapsing
but the equity market is exploding higher to
compensate for the fall in value of the bolívar.
The process of going into a debt jubilee
should see markets fall very heavily over the
fear of an unmanaged default, and capital
flight from the creditors... You’ll need nerves of
steel to then sell your gold and buy equities,
just when everyone else is in full panic.

Kevin O’Leary, businessman,
entrepreneur, and Shark
Tank investor
I think we have to fix the basic
problem... For example, when you
take out a student loan – between
$40,000 and $60,000 is the
average range – you have to have a
plan on how you’re going to pay it back.
Either you work while you’re in college, or
you think really hard what degree you’re
going after. Because if you borrow $60,000,
it’d better be something you can pay back.
I’m not against the arts, or taking history, or
English lit, but what’s wrong with becoming
a plumber or a welder or something in a craft
that pays you $200,000 a year? We don’t all
have to have history degrees.
I think people and young people today should
think really hard about what they’re investing
in when they take and borrow money from
a bank to get an education. What are you
educating yourself for? It’s to get a job, and if
you don’t see the path of that and you’re not
willing to plunge yourself into debt for the
rest of your life, think hard about where you’re
going. And that’s my basic message.
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I’ve met so many great entrepreneurs in my
journey in the last 20 years with all this Shark
Tank stuff, and I realized an education is not
a prerequisite for success. I’ve met plenty of
people that never finished high school that
are multimillionaires. But the point is, if you’re
going to invest in yourself, make sure you get
a return. Pick something you can get a job in.
In your 20s, you amass debt because you’re
growing, maybe taking a student loan, you’re
getting married, buying a house, and all that.
But in your 40s, you have to pay it all back.
So by the time you’re 65, you actually have
a nest egg of some kind, which is why I’m
such a huge advocate for really focusing on
keeping debt low. You don’t have to have a
$40,000 wedding. You don’t have to buy a
house; you can rent one. Staying out of debt
and amassing a nest egg is what it’s all about
for the next 50 years.

Tama Churchouse, editor of
Crypto Capital
Highly redistributive policies
and genuine “helicopter”
money printing are definitely a
substantial risk.
However, I think you’d need to be already
living in a cave and wearing tinfoil to think
that a wholesale debt jubilee, in the biblical
sense of the word, is anything other than a
minute possibility.
Either way, I’d own hard assets like real estate,
gold, overseas assets in reliable rule-of-law
jurisdictions, bitcoin, non-U.S. currency, real
businesses... and a spare non-U.S. passport.
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THE NEXT
PRESIDENTIAL
CAMPAIGN
(AS SEEN THROUGH THE BOTTOM
OF A HIGHBALL GLASS)

By P.J.
O’Rourke
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The government consists of a gang of men [who]... have only a talent for
getting and holding office. Their principal device to that end is to search
out groups who pant and pine for something they can’t get, and to promise
to give it to them. Nine times out of ten that promise is worth nothing.
The tenth time it is made good by looting A to satisfy B. In other words,
government is a broker in pillage, and every election is a sort of advanced
auction sale of stolen goods.
H. L. Mencken
“Sham Battle,” Baltimore Evening Sun, 1936

he 2020 presidential campaign will start
soon. It’s probably started already. I can’t
bear to look yet. I’m like a kid in a movie
theater watching I Was a Teenage Werewolf
with my hands over my eyes. I’m trying to get
up the courage to peek through my fingers
and see if the troubled teen protagonist has
turned into... eek!... a Democratic presidential
candidate!

The Republicans will lie about what they’ve
accomplished. It will be a straightforward lie.
They’ll say they’ve accomplished something.

Except I’m not a kid anymore. I should try
to face the prospect of the 2020 presidential
election in an adult manner... by having a drink.

Just wait...

We’ll be lucky if the Democrats run anyone as
reasonable as a werewolf.
At least a wolf-man – excuse me, wolf-person
– would only become a monster of leftliberalism when the moon was full.
Meanwhile, I know exactly which “Wacko
Bird” the Republicans will run.
Get ready for a lot of lying.

The Democrats will have a more rich and
varied set of lies to tell. These lies will be, per
Mencken, in the form of worthless promises
to the electorate.
How worthless?

The Democrats will promise to remedy the
worst crisis facing America today... the worst
crisis in American history... the worst crisis
(measured by the amount of media attention
paid to it during the past month) that the
world has ever faced.
Democrats are shocked – shocked – to find
that powerful, wealthy, famous men use
power, wealth, and fame for purposes of
sexual abuse and harassment.

CLICK
HERE

TO READ
THE WEB
VERSION
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Even George H. W. Bush has been accused,
and he’s 93 years old and in a wheelchair.
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Who’s next? Stephen Hawking?

Democrats will further propose:

This grave crisis will be addressed in the first
piece of legislation to be introduced after
the 2020 election of a Democratic president
(and concomitant elections of Democratic
majorities in the House and Senate).

Medicaid for Everyone

The bill will be called “The John F. Kennedy,
Lyndon B. Johnson, Edward Kennedy, and
Bill Clinton Memorial Act to Ban Sexual
Abuse and Harassment.”

Social Security Disability Benefits
for Everyone

Because, even with Medicare, you can still go
broke paying health care bills.

Social Security for Everyone
None of us are getting any younger.

If the disabled are differently abled and
everyone is different, then everyone is disabled.

Also, in the wake of hurricanes Harvey, Irma,
and Maria, and the catastrophic destruction
and loss of life due to California wildfires,
a Democratic administration and Congress
will take much-needed action. Stricter
weather controls will be created with more
extensive background checks and licensing
requirements for droughts and low-pressure
systems to prevent natural disasters under the
“Fair and Equitable Acts of God Act.”

The members of my family and all three of
our dogs can be very needy at times.

All climate change that occurred during the
Trump administration will be repealed.

Unemployment Benefits
for Everyone

Human exhalation being one of the principal
sources of CO2 in the atmosphere, a national
“Hold Your Breath Day” will be instituted.
The health care crisis, of course, will be
remedied. First by providing “Medicare for
Everyone.” But why stop there?
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Supplemental Nutrition Assistance
Program (SNAP) for Everyone
Better nutrition would be good for us all.
(Food stamps to be redeemable only for
green, leafy vegetables.)

Temporary Assistance for Needy
Families (TANF) for Everyone

We’re all not doing a job at least some of the
time, such as when I’m in a bar after work.

The Republicans will
lie about what they’ve
accomplished.
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Housing Choice Voucher Program
for Everyone

What with three teenage children and all their
friends tramping through our place, crowding
the TV room, and emptying the refrigerator,
my wife and I would choose to move to
another house if we could.

Federal Student Aid for Everyone
Because our whole existence should be a
lifelong learning experience.

Veterans Benefits for Everyone

Americans are all veterans of the War Against
Terror. (I’m still suffering PTSD from an
encounter with a crabby TSA agent and a
full-body scanner that caused emotional
distress when it detected the cigar cutter in
my pocket.)

Congressional Medals of Honor for
Everyone
We’re each the heroes of our own personal
story, brave survivors of the sexual abuse,
climate change, and health care crises.

The Democrats will have a
more rich and varied set of
lies to tell

Under the new Democratic administration,
all monuments everywhere dedicated to
any individual of any kind will be torn
down – from the Washington Monument in
Washington, D.C. to the Dr. Seuss National
Memorial Sculpture Garden in Springfield,
Massachusetts.
What makes these memorialized people think
they’re better than the rest of us? They’re not!
For example, most monuments are dedicated
to people who are dead. How can dead people
be better than we are?
Immigration reform will be another item at
the top of the Democrats’ list. A declaration
of an Undocumented Alien Amnesty is nonnegotiable. A green card will be issued to any
undocumented immigrant who has been in
the United States for longer than 90 minutes.
(Jail time counts.)
A further proposal will give immigrants with
a criminal record in their country of origin
priority in the immigration process.
After all, America was founded by criminals
– slave traders, Puritan witch murderers, and
people who deliberately had measles and
chicken pox to infect Native Americans and
cause genocide.
Criminals are a net budget plus, being less
dependent on government entitlement
programs than other immigrant groups.
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And crime is a pro-growth policy. For
example, shooting convenience-store clerks
stimulates the economy...
Jobs are created in the high-paying domesticmanufacturing sector at gun and ammunition
factories. Additional emergency medical
technicians, security guards, health care
providers, and morticians are hired. The
unemployment rate is lowered as job-seekers
fill new openings on convenience-store night
shifts. And money stolen from conveniencestore cash registers stimulates the economy
where stimulus is most needed, in low-income
neighborhoods where the criminals who shoot
convenience-store clerks go to buy drugs.
Increased immigration will encourage voters
to participate in the “identity politics” that
have long been a mainstay of the Democratic
Party election strategy.
The practice of identity politics will no
longer be encouraged by a Democratic
administration... it will be required. A
federal law will be passed mandating that
passports, driver’s licenses, and other forms of
Homeland Security Administration-required
photo ID include the political identity with
which the ID holder identifies.

Criminals are a net
budget plus, being less
dependent on government
entitlement programs
than other groups.
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For example:
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RW Racist White
IB Indignant Black
OUA Oppressed Undocumented Alien
BHL Bleeding-Heart Liberal
AOC Angry Old Coot
PS Precious Snowflake
NTR Never-Trump Republican
SWW40C Spacey Woman With 40 Cats
LCDOE Last Conservative Democrat on Earth
Expect driver’s licenses to become as large as a
Cheesecake Factory menu due to lobbying by
influential Lesbian, Gay, Bisexual, Transexual,
Intersex, and Questioning (LGBTIQ) activists
who are part of a social movement that is
starting to look like a typing exercise, and
who will soon add additional letters such as
CMHNMP (“Checking My Heteronormative
Male Privilege”) and GCOFGT (Girlhood
Crush On Female Gym Teacher”).
The Department of Education will work to
broaden public-school curricula and make
it inclusive for all identity groups no matter
whether the basis for group identity is social
class (except the 1%), race, ethnicity, sexual
orientation, gender identification, or just a
general sense of being lonely, sad, and left out.
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All religious faiths will be honored (with
the exception of those that are anti-antiZionist, violate policies against teaching
creationism, or otherwise cause believers to
vote Republican).

Students in grades K through 12 will have
sensitivity classes from 8:30 a.m. to 9:45
a.m., study multiculturalism from 9:45 a.m.
to 11:00 a.m., and then self-esteem until
(organic, GMO-free, high-fiber, fair-traded,
vegan) lunch. Afternoons will be devoted
to anti-bullying exercises and sex education
with an emphasis on harassment and abuse
resulting from disproportionate power
relationships with authority figures such as
the sex-ed teacher who will be sent to jail after
school.

“Oh, come on, P.J.,” you say, “You’re taking this
Angry Old Coot thing too far. The Democrats
aren’t all that bad.”
You’re right, you’re right... I should quit
drinking when I’m at the keyboard. I get off
on these rants... And, darn it, I’m almost out
of Dewar’s...
Anyway, if I’ve offended anyone’s partisan
sensibilities, all I can say is that I can – and I
will – launch a rant against the Republicans
that’s every bit as vitriolic the next time
Republicans are out of power and behaving
like “brokers in pillage” to get back in office.
Meanwhile, I’d better have a cup of coffee and
sober up.

The new secretary of education, who has not
been identified – and maybe never will be
because he/she/they is wearing a black hoodie
and has a black scarf over his/her/their face
– is expected to declare that campus rioting
will be required for all students at colleges or
universities receiving federal financial aid.
If a suitable, fascist public speaker – such
as George Will or David Brooks – cannot
be found to shout down and violently
intimidate, students will need to attack each
other.

Hank Blaustein | © 2016 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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By Buck
Sexton

WHY SOCIAL
JUSTICE
LOVES
ECONOMIC
CRISIS

Watch out when the government
begins deciding “what is fair”...

A

merica has reason
to be optimistic
right now...
Unemployment is
at 4.1%, the Dow
Jones Industrial
Average just
climbed past
23,000, and the economy is picking up.
President Donald Trump, unlike his
predecessor, takes a favorable view of the
market’s animal spirits. He has pulled the
federal government’s regulatory tentacles off
the throat of private industry, and now the
administration is looking for some dramatic
tax cuts to help rev up gross domestic product
(GDP) growth in 2018.
But as we all know, this can change.
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If Congress does not tackle our $20 trillion
debt, it is a mathematical certainty that
economic disaster will follow – it’s only a
question of when. And our politicians, who
out of political cowardice and self-interest
refuse to address this looming threat today, will
only make the debt crisis worse when it strikes.
In fact, there is a strong case to be made
that the American political Left would see
tremendous opportunity in a debt crisis. The
threat of imminent economic collapse is a
great excuse for a socio-economic “reset,”
which would open the door wide to a massive
redistribution of wealth. Such fear-induced
socialism will be justified under the rubric of
“social justice.”
Social justice is a term that’s hard to define,
but it is a potent force in politics and markets.
It’s at the heart of the progressive orthodoxy
in America. And it’s a fallback talking point
for any leftwing policy that involves the
government subordinating the rights of the
individual to the “collective good.”
In practice, it means the Democrat-Left
can toss private property, enforcement of
contracts, and the very rule of law itself aside
in favor of “what is fair.” This is even more
true during an economic panic.
Accepting – or rooting for – economic crisis is
counterintuitive, to be sure.
With another recession or even depression,
hundreds of millions of Americans would
suffer. The suicide rate, based on historical
data, would skyrocket. Homes would be lost
and businesses destroyed. And this time, the
despair will be livestreamed on Facebook,

which in turn would exacerbate the political
instability.
Yet a pandemic of financial pain would
provide an enormous opportunity for the
Bernie Sanders wing of the Democratic Party.
The masses will clamor for scapegoats and
financial bogeyman... and the Leftists and a
complicit media will gladly point fingers. The
public will not want to hear lectures about
irresponsible spending on Medicare or the
gargantuan growth in the welfare state over
the last 50 or so years.
The playbook for the Left in a debt crisis will
be unrestricted class warfare. That means
that “fat cat” bankers, greedy corporations,
and anyone who has been too successful or
advocating free market principles too loudly
in public will become targets.
And the solution will be – you guessed it!
– more government. The poor financial
decisions of the past will be blamed entirely
on the reviled “1%.” For the other 99%,
there will be a laundry list of excuses for every
mistake made along the way.
Drowning in $50,000 of student debt?
Well, college should have been free anyway.
Ran up $20,000 in credit-card charges?
You deserve all that stuff that you can’t
remember you bought.
Signed on the dotted line for a subprime
car loan? Lenders should have known
better than to trust you. Suckers.
When the crisis comes, trillions of dollars of
government and household debt will become
somebody else’s fault, and their responsibility.

In practice,
it means the
DemocratLeft can
toss private
property,
enforcement
of contracts,
and the very
rule of law
itself aside
in favor of
“what is fair.”

WHY SOCIAL JUSTICE LOVES ECONOMIC CRISIS
That this is not mathematically possible
doesn’t mean it won’t be politically
advantageous. After all, the federal
government has a printing press for money
and near-endless taxation powers to move
assets from one group to another. Politicians
don’t have to make the numbers work, they
just need sound like they are favoring the little
guy over the cigar-chomping, monocle-wearing
capitalists who caused all the problems.

Access to
credit was
no longer a
financial
issue, but a
civil rights
issue.

This class warrior rabble rousing will be
popular because people always want to believe
someone else is to blame. We’ve recently seen
the progressive Left in action on this. Back in
2008, we were told the entire financial system
was on the brink of annihilation. Bernanke,
Paulson, and the whole government-banker
industrial complex told the American people
we were at the economic equivalent of
DEFCON 2.
Who got us there? According to the Left, it
was the fault of Wall Street, and only Wall
Street. The rewriting and whitewashing
involved has been astonishing. The average
American believes that financial institutions
simply conjured up all those mortgage
schemes out of thin air, and then in an act of
maniacal greed, almost destroyed the global
economy.
Sure, Wall Street was greedy and reckless.
But the government also played a huge role
in the 2008 crisis. For decades leading up
the mortgage meltdown, the feds had been
erasing lending standards. Starting with the
Community Reinvestment Act of 1977, and
all the way up through the Bill Clinton and
George W. Bush administrations, access to credit
was no longer a financial issue, but a civil rights
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issue. Banks were told to lend to borrowers
from underserved communities, or risk federal
lawsuits and media shaming for racism.
None of that narrative made it into The
Big Short, arguably the most culturally
authoritative account of the last financial
crisis. Nor were any of the main characters in
that film found wondering aloud about the
role that Fannie Mae and Freddie Mac played
in the financial engineering catastrophe.
The Great Recession of 2008 thus became
solely the fault of rich bankers... while the
federal government that gave them the oilsoaked rags and lighter escaped blame entirely.
Here we are a decade later, and the
government is carrying more debt than ever
before. So are American households.
There are rumblings from mainstream
Democrat politicians about forgiving $1.3
trillion in student loans. Free college, free
healthcare, and even free housing are rallying
cries among the millennial generation
that knows the government can’t pay its
debts. If Uncle Sam can walk away from its
obligations, why can’t they?
Revolutions, like bankruptcies, happen
gradually... then suddenly.
There is a surge in socialist sentiment in
America right now. We should stop assuming
that all sides of the political spectrum want
to avoid a debt crisis. For the growing
contingent of Americans who believe that
social justice is the single most important
goal of society, there is no better way to put
all matters into the hands of the state than to
bring about the collapse of the free market.

ADVERTORIAL

Hidden Bombshell in Trump’s Tax Reform Package to Trigger
Payment of $2.6 Trillion in “Tax Settlement” …
Will Your Check Mail on January 15, 2018?
After months of secret negotiations with top
GOP lawmakers, President Trump has
finally released the Tax Reform Plan of
2017. The New York Times calls it “the most
sweeping tax overhaul in decades.” And I
couldn’t agree more.
While Congress argues about whether the
top 1% will pay their fair share... or if it truly
is a great “middle-class miracle”…
Strangely, almost no one has mentioned the
biggest bombshell in the Trump plan. And
from what I can see, it’s nearly a done
deal!
Our latest analysis indicates this ONE
provision – hidden away on page 9 – is
being fast-tracked to flood America’s
economy with up to $2.6 trillion in “new”
money – almost overnight.
That’s a mind-numbingly huge number.
Consider…
Warren Buffett, one of America’s richest
men, has a net worth of $73.4 billion. i
It’s taken him a lifetime to accumulate such
wealth.
Well, this one-time “cash settlement” is 35
TIMES BIGGER.
Make no mistake…
Once everything is finalized, this money, or
an amount close to it, will be paid out.
That’s because Big Tech will finally be
required to bring home billions upon
billions in overseas income as part of the
biggest “tax settlement” in U.S. history.
This time, payment will be MANDATORY.

Fortune magazine calls it: “A gigantic
windfall… one of the biggest reasons for
investors to be bullish since Donald
Trump’s election.”
Imagine walking out to your mailbox
in a few weeks... and finding a check
for $12,500… $27,000... $58,550... all
the way up to $127,895.
This isn’t money you’ll receive directly from
the government, which is why you can
collect this money… even if you didn’t pay a
dime in taxes last year.
In order to cash in...
•
•
•

You are NOT required have paid a
penny in taxes.
You do NOT need to share your
name with the government.
You do NOT have to be a customer
of any companies bringing money
back to the U.S.

However, not everyone will be able to
collect.
In his exclusive presentation below,
Teeka Tiwari reveals how you can claim
your fair share of this $2.6 trillion “cash
settlement.” Click now to view it today,
before it’s too late.

Of Mon
and Mo
CLICK HERE TO

READ THE WEB VERSION
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MONEYLENDING HAS BEEN
TABOO FOR MOST OF HUMAN
HISTORY. SO HOW DID USURY
STOP BEING A SIN AND BECOME
RESPECTABLE FINANCE?

“A banker and a theologian” sounds like the
start of a bad joke. But for David Miller it’s
merely a job description. After working in
finance and business for 16 years, Miller
turned to theology, and received his PhD
from Princeton Theological Seminary in
2003. Now he’s a professor of business ethics
and the director of Princeton University’s
Faith and Work Initiative, where his research
focuses on Christianity, Judaism, and Islam.
“How to Succeed Without Selling Your Soul”
is the students’ popular nickname for his
signature course.

In 2014, Citigroup called. The bank had been
battered by successive scandals and a wave
of public mistrust after the financial crisis,
so they wanted to hire Miller as an on-call
ethicist. He agreed. Rather than admonish

bankers to follow the law – an approach that
Miller thinks is inadequate – he talks to them
about philosophy. Surprisingly, he hasn’t
found bankers and business leaders to be a
tough crowd. Many confess a desire to do
good. “Often I have lunch with an executive,
and they say: ‘You do this God stuff?’” Miller
told me. “And then we spend the next hour
talking about ethics, purpose, meaning. So
I know there’s interest.” Miller wants people
in finance to talk about “wisdom, whatever
its source.” To ignore these traditions and
thinkers, as the bulk of the industry tends to
do, is equivalent to “putting on intellectual
blinders,” he says.

By Alex
Mayyasi and
edited by
Sally Davies

Today, a banker listening to a theologian
seems like a curiosity, a category error. But for
most of history, this kind of dialogue was the
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norm. Hundreds of years ago, when modern
finance arose in Europe, moneylenders
moderated their behavior in response to
debates among the clergy about how to
apply the Bible’s teachings to an increasingly
complex economy. Lending money has long
been regarded as a moral matter. So just when
and how did most bankers stop seeing their
work in moral terms?

usury, and rulers routinely capped interest
rates from Ancient Mesopotamia to Ancient
Greece. In Politics, Aristotle described usury
as “the birth of money from money,” and
claimed it was unnatural because money was
sterile and should not “breed.”

Judeo-Christian religions cemented the
usury taboo. The Old Testament reads: “Do
not charge a fellow Israelite interest,” and
the Book of Luke advises: “[L]ove ye your
enemies: do good, and lend, hoping for
nothing thereby.” In the 4th century CE,
Christian councils denounced the practice,
and by 800, the emperor Charlemagne
In the early 1200s, the French cardinal
made the prohibition into law. Accounts of
Jacques de Vitry wrote a collection of
merchants and bankers in the Middle Ages
exempla, morality tales that priests used
frequently include expressions of anguish over
in their sermons. In one story, a dying
their profits. In his Divine Comedy of the 14th
moneylender makes his wife and children
century, the Italian poet Dante Alighieri put
swear to hang a third of their inheritance
around his neck, and to bury him with it. His the usurers in the seventh circle of Hell; in
the case of Reginaldo Scrovegni,
family does as instructed. However,
one Paduan banker singled out
later they decide to open the man’s
Today, a by Dante, his son ended up
grave to recover the money – only
banker commissioning a chapel painted
to flee “in terror at seeing demons
filling the dead man’s mouth with
listening to with frescoes by Giotto to expiate
the family’s sin. Over the ensuing
red hot coins,” de Vitry wrote.
a theologian centuries, the philanthropy
In de Vitry’s world, the
seems like and patronage of other Italian
moneylender deserved to be
a curiosity, Renaissance families such as the
defiled by demons, because he’d
a category Medicis was partly inspired by
committed the sin of usury –
guilt about how they’d profited
error. But from charging interest.
charging interest on a loan. De
Vitry didn’t care whether the
for most
rate was high or low, because
of history,
the Church’s position was that
this kind
extracting a single cent of interest
of dialogue
was evil. The roots of this revulsion
was the
run deep, and across cultures. Vedic
law in Ancient India condemned
norm.
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The stigma against moneylending continued
well into the 1500s. To understand it, think
about your reaction to the idea of a bank
making a loan to a business at a 5% interest
rate. No problem, right? Now compare that
to how you’d feel if your mother lent you
money on the same terms. In Biblical times,
the typical loan was more like the second
case – it wasn’t an arms-length transaction,
but a charitable loan from a wealthy man to
a neighbor who’d experienced misfortune
or had nowhere else to turn. Throughout
early Medieval Europe, the local church or
a wealthy family was often the only source
of capital, especially outside the major
commercial centers. Many peasants bought
their land by getting mortgages from a
monastery. In a world without credit markets
and insurance, then, charging interest felt like
extorting a friend or family member.
In Debt: The First 5,000 Years (2011), the
anthropologist David Graeber argues that
before the advent of money, economic life
within a community was a web of mutual
debts. People did not behave as self-interested
individuals – at least not from the perspective
of a single transaction; rather, they would
share food, clothes and luxuries, and trust that
their peers would repay the favor in return.
When we consider these origins of debt and
credit – as a system of mutual aid between
people who trust each other – it’s no surprise
that so many cultures viewed charging interest
as morally wrong.
Moreover, as the economists José Scheinkman
and Edward Glaeser have noted, usury
laws also acted as a kind of social insurance
that reduced inequality. Since charging

interest (especially extortionate interest) was
condemned, poor people could get emergency
loans quite cheaply, and the rich couldn’t
easily and passively turn their wealth into
more wealth. At least that was the idea – in
reality, people often turned to loan sharks,
or to wealthy Jews who were quite literally
demonized for moneylending.
Some historians and economists contend that
the usury taboo was more about performance
than reality. They argue that the moneyed
class mostly ignored the prohibition – not
least because it called for unrealistic levels
of charity from the gentry. Merchants and
bankers had all sorts of tactics for disguising
the interest payments; one trick was for the
parties to agree to use an overpriced exchange
rate for the purchase of goods in the future.
Or lenders made loans that didn’t pay interest,
exactly, but instead promised a share of the
profits from the borrower’s business. (This was
a loophole, but it also ensured bankers got paid
only if their loans benefitted the borrowers.)
Meanwhile, the Catholic Church played its
own part in sowing the seeds of a change of
attitude. In the 13th century, it developed
the concept of Purgatory – a place that had
little basis in Scripture but did offer some
reassurance to anyone committing the sin of
usury each day. “Purgatory was just one of
the complicitous winks that Christianity sent
the usurer’s way,” wrote the historian Jacques
Le Goff in Your Money or Your Life: Economy
and Religion in the Middle Ages (1990). “The
hope of escaping Hell, thanks to Purgatory,
permitted the usurer to propel the economy
and society of the 13th century ahead towards
capitalism.”
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Even while clergy such as Cardinal de Vitry
preached fire and brimstone against usury,
the Church was increasingly willing to
borrow money itself. Debt became essential
to fighting wars, which both monarchs and
the Pope needed to fund. Europe’s first real
private bank had been founded in the 1100s
by the Knights Templar, a Catholic military
order that fought in the Crusades. The
Knights protected pilgrims who travelled to
the Holy Land, and this protection included
safeguarding their funds by allowing pilgrims
to deposit money in Europe and withdraw it
in the Holy Land. Over time, the Templars
offered a greater range of financial services;
one of their loans relied on Crown Jewels as
collateral. The Knights Templar disbanded in
1312, but other bankers extended the practice
of lending until, by the 1500s, merchants
were buying and selling business debts in fairs
across Europe.
Eventually kings, politicians, and business
people embraced usury wholesale, and the
Church looked the other way. In 1462,
Franciscan monks in Italy created the first
non-profit pawnshops or monti di pietà
(“banks of piety”), which went on to spread
across Europe. The idea was to be like a
Grameen Bank in Renaissance Italy – a lender
of last resort, displacing loan sharks who
extorted desperate borrowers. The Pope went
on to approve ever more kinds of financial
instruments, until lending with interest was
effectively allowed.
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Despite the many loopholes and exceptions,
usury laws still had teeth. “It would be a
mistake to regard the Church’s sweeping
prohibition as a sort of Volstead Act respected
only by partisans, casually enforced, and
lightly regarded,” write the economic
historians Sidney Homer and Richard Sylla in
A History of Interest Rates (2005). So why did
the prohibition on usury fade away?
One interpretation is that it was simply
dogma – just like the belief that the Sun
revolves around the Earth – that diminished
in force as the Catholic Church splintered and
lost political authority. Consider the Church
like a business, whose core product was
salvation, the economists Robert B. Ekelund
and Robert F. Hébert have argued. When the
Catholic Church held a monopoly in Europe,
the clergy could “sell” salvation at high prices
– including strict prohibitions and purchased
“indulgences,” which usurious sinners could
buy in order to be absolved. But in the 1500s,
during the Reformation, theologians such as
Martin Luther denounced these practices.
They advocated a more direct relationship
with God that did not rely on priests as
intermediaries, and founded new Christian
movements such as Protestantism. The effect
was that of a new company undercutting a
monopoly. As Christian factions competed for
believers, it led to a faith-based “race to the
bottom.” And to increase their appeal, sects
made fewer demands on believers – which
meant weakening their stance on usury.
Here’s another view on why usury became
less sinful: economic development eventually
meant it wasn’t worth the trade-off. In
16th-century Europe, the economy was

shifting from one defined by
local agriculture to centers of
commerce such as Florence.
Global expansion made loans
and investments more profitable,
even as gold arriving from South
America caused inflation. In these
circumstances, the opportunity
cost of not lending money grew
higher and higher, as Scheinkman
and Glaeser have argued.

Debt
became
essential
to fighting
wars,
which both
monarchs
and the
Pope
needed to
fund.

In addition, the spread of
banking ultimately transformed
credit from a personal transaction
between neighbors to a competitive,
impersonal market. In The Idea of Usury
(1949), the sociologist Benjamin Nelson
argued that this institutional shift led
Europeans to view moneylending more
favorably during the Reformation. Luther
interpreted Bible passages about usury,
especially those that condemned charging
interest on the poor, as calls to act generously.
Usurers commit a sin, Luther wrote, only
when their actions violate the do-unto-others
principle – that is, only if “they do not want
to be treated this way in return by others.”
This reciprocity meant merchants and wealthy
families were allowed to charge each other
interest. Luther asked Christians to offer the
needy charity rather than loans – but he still
accepted interest rates under 5%.
Surely we’re well rid of this moralizing
approach to finance? A world without interest
payments would be one in which few people
could access the funds they need to attend
college, buy a house, or start a business.
John Calvin, the French Reformation leader,

thought it was immoral that his
countrymen raised prices in order
to take advantage of a flood of
Protestant refugees who arrived in
Geneva; but, just as surge pricing
can recruit more Uber drivers on
New Year’s Eve, we know that high
prices also work to send a signal so that goods
can flow to where they are needed.
But this isn’t the full story. The rise of debt
wasn’t the Church simply bowing to the
inevitable. Members of the clergy played
an active role in creating the mindset that
allowed usury to become respectable.
From the 1100s to the 1500s, clergymen
known as the Scholastics debated whether
lending was truly sinful. The Scholastics were
the intellectuals of their day. They studied
Roman law, Greek philosophy and Arab
science at universities in Paris, Cologne,
Vienna and others throughout Europe, and
included luminaries such as Thomas Aquinas.
They wrote and thought with the nit-picking
particularity of lawyers. But despite the dry
tone, the Scholastics could sound surprisingly
like modern economists. Unlike previous
generations of thinkers, who believed that
prices should reflect the cost of production,
many Scholastics understood the power of
supply and demand, and argued that the just
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price was the market price. In one treatise, the
prominent Italian Scholastic cardinal Thomas
Cajetan analyzed the ethics of how bankers hid
interest payments in inflated exchange rates.
It was equivalent to a cardinal in 2006 writing
knowledgeably about credit-default swaps.
The Scholastics also recognized the value
of taking business risks. Many of them
sanctioned commercial loans to be repaid
with a portion of profits. As long as the return
was not guaranteed, because the venture
could fail or collateral was unavailable,
lenders deserved to keep the interest, they
said. Some clergymen also realized that
people who lent money were unable to use
it on other profitable ventures. This is a very
modern justification for permitting interest:
opportunity cost. The price of borrowing
money reflects the missed opportunity to
invest it profitably elsewhere.
The Scholastics took finance
seriously, but they always viewed
it as connected to the domains of
justice and natural law. Aquinas
was not interested in narrow
questions of maximizing utility or
channeling individual self-interest,
as a modern economist might be;
he and his peers wanted to know
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the just way to distribute wealth and how one
could ensure economic exchanges were fair.
In Summa Theologica (1265-74), for example,
Aquinas argued that money’s “natural end” or
purpose was exchange. Using money to make
money, rather than to facilitate the exchange
of goods and services, therefore violated
natural law. It was akin to selling wine or
wheat separately from the right to consume
these products – that is, like selling the same
thing twice. “To take usury for the lending
of money is in itself unjust, because it is a
case of selling what is non-existent; and that
is manifestly the setting up of an inequality
contrary to justice,” wrote Aquinas.
The thinking of the Scholastics and other
religious leaders was not all admirable. Some
clergy refused to budge from the literal
words of the Bible, and others appealed to
anti-Semitism to denounce usury. But their
conversation represented an informed and
influential debate – at the highest levels of
academia and religion – about the entanglement
of ethics, debt, inflation, high finance and
monopolies. Where is that sort of thing today?

Scholastics
understood
the power of
supply and
demand,
and argued
that the just
price was
the market
price.

The Scholastics never resolved
their disputes. Instead, they
were replaced by new authorities
on ethics and finance. It wasn’t
until the rise of neoclassical
economics in the 20th century
that economics became the
supposedly scientific study of
self-interest and individual
incentives – a domain in
which economists do not pass
judgment on actors in the
market, any more than biologists

would judge the “morality” of bees, or
engineers the “ethics” of an aqueduct.
Of course, people today do discuss the ethics
of finance. We debate whether bankers
deserve lucrative bonuses; we worry about the
moral hazard of bank bailouts; we condemn
bankers who sell financial instruments that
they know will fail. But since so much of
the language of economics is amoral, and
built on the assumption that everyone acts
in their narrow self-interest, demanding just
outcomes from finance feels like expecting
fair results from war. We’ve lost the instinct
that finance and debt are moral affairs all
the way down, which is something that the
Scholastics understood.
So what would the Scholastics make of
modern finance? Would they admire
how efficiently a family’s savings can find
productive uses? Or would they decry how
developing countries pay more to borrow
than rich ones? Would they marvel at our
banks’ international reach? Or would they
condemn how poor people pay for banking
services such as checking accounts that rich
people get for free?
It shouldn’t be so strange for a big bank to
hire a theologian such as Miller; what should
be strange is that we find it strange. It’s our
modern talk of unfettered free markets and
shareholder value that’s the anomaly. When
Miller talks to bankers and executives, they
often tell him that they feel as if what they
learn in church or synagogue has no place at
work. Even he was embarrassed about using
the word “calling” when he told his former coworkers that he was leaving for the seminary.

But neither secular nor religious authorities
offer much guidance to bankers trying to link
what they do to some kind of ethical tradition.
In seminaries and divinity schools there’s a
total lack of attention to the economy and the
marketplace, Miller says. “Clergy may be quick
to throw stones at the latest corporate excess
on the front pages,’ he told me, “but there
is not much constructive work.” The public
criticizes bankers for their ethical failings, but
the bankers themselves have also been failed by
our ethical authorities.
Anyone interested in reclaiming ethics’ place
in the world of finance, however, can build
on a several-thousand-year-old foundation.
“Aristotle, Kant, Bentham – are they dead
people who have nothing of interest to offer?”
Miller muses. “Or were they on to something?
Our economy would be unrecognizable to
them. But the questions are still relevant.”
This essay was originally published in Aeon.

Hank Blaustein | © 2016 Grant’s Interest Rate Observer.
Used by permission. www.GrantsPub.com
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O’Leary

venture-capitalist ‘shark’

THIS SHARK IS YOUR BEST FRIEND
Kevin O’Leary is a Canadian businessman, investor, writer, financial commentator,
and television personality. He’s the co-founder and chairman of O’Leary Funds
and the co-founder of software company SoftKey. Kevin is an investor on the ABC
reality television series, Shark Tank, and was a venture-capitalist dragon on the CBC
television show, Dragons’ Den.
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In 1999, Kevin had acquired no less than 60 of SoftKey’s competitors and then sold
the conglomerate to Mattel for a staggering $3.7 billion, one of the largest deals
ever done in the consumer-software industry. To keep his money working hard,
Kevin took control of his wealth from lackluster money managers and founded his
own mutual-fund company, O’Leary Funds.
Kevin’s “get paid while you wait,” yield-oriented value-investing philosophy is
something that should resonate with investors, so we’re glad he joined Investor Hour
hosts Buck Sexton and Porter Stansberry for this exclusive interview...
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Q: You’ve got a lot of irons in the fire.
You’re turning into an entire media
brand... What role do you think the
“angry” persona played in the success
of your show and of your personal
brand?
KEVIN O’LEARY: I don’t think it’s angry. I

think it’s differentiated between those that tell
you the truth about business and those that
don’t. People say I’m angry... I’m just telling
people the truth about business, which is
binary...
Either you make money or you lose it.
And I think it’s important in the context of
people taking risks with their own money,
particularly their family’s wealth, putting
it into an idea that has no merit, that will
eventually go bankrupt, and I tell them the
truth... And they think that’s angry? Not
at all. It’s the truth. And I think people
appreciate that over time.
I’m a very conservative investor, and I try
and help stop people from making disastrous
mistakes. If you think I’m tough on Shark
Tank, for example, wait until you see the real
world... what that’s going to do to you.
I’m your best friend. I’m the only shark that
tells you the truth.
Q: Can you think of a product on Shark
Tank that you thought maybe was a
little too niche, or a little too goofy, that
ended up becoming a big success?
Because one of the things that’s so
interesting about business to me is it’s
very hard to predict what will succeed
and what won’t.

KEVIN O’LEARY: You’re right... You need

diversification in your portfolio, and you
certainly need it in venture investing. The one
that I thought would never work that I ended
up investing in was called Plated.
It was one of the first companies to say,
“We’re going to send out meal kits with just

Celebrity entrepreneur and investor
Kevin O’Leary from the hit ABC
television show, Shark Tank, shares
his tips and tribulations with a
national television audience and
turns Wall Street upside down in
the process.
When he’s not squeezing the
market from his office in West Palm
Beach, he travels the world looking
for new opportunities to deploy his
capital. One of his latest projects
is an app called Beanstox, which
allows investors to build a portfolio
of stocks $20 at a time.
For by Buck’s and Porter’s full
interview of Kevin O’Leary,
click here to sign up for the
Investor Hour notification list.
Like American Consequences, it’s
100% free. Each week, you’ll receive
new show updates, previews,
and access to transcripts and
show notes. Whether it’s about
investing... business... politics... or
a controversial social issue... you’ll
get the unfiltered information from
behind the scenes.
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one portion in a box so that people that live
in condominiums in metropolitan areas can
order it up, have it come to their door, and
make one meal.”
I thought, “That’s crazy. Why would that
work? That sounds so inefficient.”

“

And we just sold it to Albertsons last week
for $300 million. It’s the biggest exit in Shark
Tank history and a 1,300% return for me.
That just goes to show that you never know
what’s going to work.

The point is you don’t have
to be an equity owner to
align your interests with
an entrepreneur.
Q: Yeah, that was a great deal.
Congratulations. Speaking of deals,
what do you think matters more over
the long term, finding the right deal or
having the right structure?
KEVIN O’LEARY: I think it’s a combination

of both. I look at this in terms of when you
put money at risk, when you put it in harm’s
way – my mother used to have a saying:
“Never spend the principal, just the interest.”
She was the same way on stocks. She wanted
to get paid a dividend. Her whole premise
was that when you invest in something, it has
to provide an ongoing return in addition to
potential capital gains over time, and I think
that’s a very good philosophy.
So the structure of what I do when I do
venture investing is very much venture debt.
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I often will loan the company half a million
dollars, take 5% warrants in their equity, and
have a royalty rate on all their sales to pay
back my principal so that I have a structure
in place that assures that I get my capital back
most of the time. I’ve learned over time that
getting your money back is more important
– preservation sometimes is more important
than performance. Getting capital back,
protecting it so you can fight another day
ends up being paramount.
Q: On the show, you’re a huge fan
of getting royalties... The one thing
that I really love about royalties is in
commodity investments because the
commodity markets are very tough
businesses that require a lot of capital.
And, of course, the price of the product
fluctuates wildly. What other kinds of
businesses do you focus on royalties
with if you’re going to get involved?
KEVIN O’LEARY: Well, when I’m offered an

opportunity to invest in a family business...
Let me give you an example. Something as
ubiquitous and non-proprietary as cupcakes, I
own a cupcake company – or at least I have a
royalty stream from one – called Wicked Good
Cupcakes. It’s the No. 1 cupcake company
in America. It FedExes high-quality cupcakes
in mason jars as gifts, all across the country.
Every time one of those is sold, I get $0.45.
I do not own equity in the company because
it’s family-owned – it supports 42 family
members. It makes millions of dollars a
month, and we have a very comfortable
relationship because our interests are aligned.
I want them to sell more cupcakes, more pies,

gluten-free cakes. I spend a fair amount of my
time promoting their business online to help
them get more customers because it’s in my
economic interest.
So the point is you don’t have to be an
equity owner to align your interests with
an entrepreneur. A royalty stream can do
that, too. They have total control over their
business, but our interests are 100% aligned.
Q: Let’s talk for a minute about
individual investors in the equity
markets. I know that you have a big
new business in exchange-traded
funds (ETFs). How’d you get involved
in ETFs and what are your goals in that
business?
KEVIN O’LEARY: The reason I got involved

in ETFs is I’m a big believer in active
management. In other words, having
somebody determine which stock to buy, how
much to own, and when to sell it.
The trouble with an individual manager – and
I’ve loved many of them and have worked
with some of them for decades – is they tend
to have what’s called style drift. That’s when
they start with one strategy, and then years go
by, and they move into something else. And it
no longer works as well.
So I thought to myself, was there a way to take
a great active manager – and I’ll give you an
example. Let’s say you want to invest in the S&P
500. There’s many companies in there I don’t
want to own, because my definition of quality
is this: If a company is using sales accruals
like WorldCom did, I don’t want to own it.
I don’t care what sector it’s in. When you sell

something and you don’t get cash, bad things
happen. So that’s something I’ll never buy.
That excludes a whole bunch of companies.
If a company is using debt to grow or
maintain its dividend like many utilities
do, I don’t want to own it because it’s not
generating real cash. It’s borrowing money
and paying that out as a dividend, and that’s
going to end badly one day. That’s the second
rule. And these are some of the rules that
good active managers use all the time.
The third one that I really like is return on
assets. If you have assets and you don’t make
any money on them, that’s a bad business.
So I like companies that have a high return
on assets as opposed to ones that have a low
return on assets, and if return on assets is
slowing from quarter to quarter, that means
bad things are going to happen... It means
products aren’t selling. I don’t want to own it. I
just described three rules that I want to live by.
And a fourth and final rule: I don’t like volatility
because most of my capital is tied up in family,
generation-skipping trusts, and I want that
money to stay there. So I tend to not buy
stocks that are volatile. Those are four rules.
What attracted me about ETFs – and I didn’t
know this until about six years ago when I
started working on it – there is a way to take
an active manager and turn those into rules,
like the four I just gave you, and create an
index or an exchange-traded fund that follows
those rules so there’s no style drift. There’s
no one individual making those decisions.
The rules are the rules. And that’s what I’ve
created: a platform.
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For the S&P 500, I use the O’Shares FTSE
U.S. Quality Dividend Fund (OUSA), which
means when you apply the rules to the 500
stocks in the S&P 500, only 150 make the
cut. And I own those 150 for a year, and then
we look at it again, and then we cast our net
and we put the rules to it, and then another
150. They’re generally the higher quality,
and what happens is they’re less volatile and
they pay 40% more yield. The S&P is paying
about 1.8%. OUSA pays 2.4%.

“

With the O’Shares FTSE Russell Small Cap
Quality Dividend Fund (OUSM), I did the
same thing for small-cap stocks, of which
there’s 2,000 in the Russell 2000. Nobody can
manage that, but if you apply the rules, you
get 339, which yield 3.2%. And they’re the
ones with good return on assets, average size,
$4 billion.

I don’t like strategies that are
single-factor because nobody
buys a stock on a single factor
like low volatility.
Those are two exchange-traded, actively
managed funds, OUSA and OUSM, and I
own them because that’s how I can decide
which stocks to own year in, year out. They’re
the highest quality.
Q: You have your personal assets in
those ETFs?
KEVIN O’LEARY: I look at it this way: How

do I preserve my wealth?
I create my own indexes with people like
FTSE Russell to maintain a 5%-plus
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distribution to my family and the charities I
support and everything else. And I go to sleep
at night not worrying about which stocks I
own because they all have to pass the rules.
I have my family trust in them. I designed
them for my family, and yes, I own the
manager, that’s true, but I also eat my own
cooking. That’s probably the best analogy.
I don’t pick stocks anymore. I let FTSE
Russell decide every quarter what I’m going
to own with these indexes because I know the
rules were built to maintain and preserve my
capital as best they can. So there’s no more
individual stock picking for me.
Q: For people who either haven’t been
successful managing their own money
or who don’t want to be bothered with
the hassle, I think those are two great
alternatives. What are the fees with
those funds, do you know?
KEVIN O’LEARY: Yeah, sure. They’re 48

basis points. So if you look at a mutual fund,
they tend to be more expensive. That’s what
I used to use. They’re generally 90 to 120
basis points and 1.2%. Forty-eight is sort of
right in the middle of where actively managed
exchange funds trade.
You can get a lot cheaper indexes, like you can
buy SPDR S&P 500 Fund (SPY), which is
only 11 basis points. The trouble is there are no
rules. You just own all the stocks. And twothirds of them, I don’t want to own. I much
prefer an active-managed strategy, and I’m
willing to pay a little bit more for it because the
yield almost makes up for the difference.

Q: There’s one risk with all indexbased ETFs, and I wanted to get
your opinion on it. The component
that makes me a little worried is the
volatility component... Over the past
five years, I’ve seen a wall of money
that has been shifted from either active
management like a mutual fund or
passive management like just the plain
S&P. Do you have any concerns about
the amount of capital that is chasing
low-volatility stocks?
KEVIN O’LEARY: Well, you make a good

point and I agree with you. If you have a
single factor like high yield or low volatility,
that’s a problem. For example, take high yield.
You could end up with a lot of broken stocks
if their price has been cut in half and their
dividend’s go from 3% to 6% or 7%. If all
you cared about was high yield, you’d end up
with a lot of bad stocks you wouldn’t want to
own. I don’t like strategies that are single-factor
because nobody buys a stock on a single factor
like low volatility. I don’t agree with that, so in
some ways, you’re absolutely right.
What I prefer is to do what managers do.
They look at a whole range of things that
matter. For example, the rules I gave you
are what is designed by an active manager,
someone that I used to work with for years
that cared about the quality of a balance
sheet, so she didn’t like to see debt being used
to raise dividends. She didn’t like volatility.
She didn’t like companies where asset returns
were slowing, return on assets diminishing
every quarter. That’s multi-factor, or basically
how an active manager works.

When you look at an ETF, it’s not good
enough just to say what are the factors or
what are the rules. You have to understand
what they own inside of them. If they own
massive, large-cap, liquid stocks, you’re
not going to have the same problem as an
exchange-traded fund that’s very thin. In
other words, one that just owns one specific
vertical. There are all kinds of eclectic ETFs
being built these days around whiskey and
marijuana and hacking and all that kind of
stuff. The trouble with that is sometimes the
stocks that are held in there are very illiquid.
So if you want to buy a lot of it or sell a lot of
it, it’s volatile, and I don’t do that myself. And
I’m very, very concerned about what’ll happen
because the fastest-growing asset class, as you
just pointed out, are ETFs.
But you have to understand what you own. I
prefer large, liquid stocks. If I’m going to own
Microsoft or Apple in an ETF and I want to
put $100 million to work, it’s not a problem
because I’m only buying 40,000 shares of a
stock that trades hundreds of thousands of
shares a week. So I’m okay with that.
Q: The Kevin O’Leary brand is blowing
up all over the media and in lots of
different ways. What’s next? Besides the
ETF business and Shark Tank, what do
you have in the works?
KEVIN O’LEARY: You know, I’m getting very

involved in financial literacy. I like to talk to
college students. In the last couple of months,
I’ve been teaching at MIT, Notre Dame,
Temple last week.
I’m trying to get kids in their early 20s to
understand what it means to be an investor
American Consequences | 75

A CONVERSATION WITH...

Kevin O’Leary

because think about this: The average salary in
America is $52,000, and if you were to take
10% of your paycheck each week at the age of
21 and put it away and put it into the stock
market and become an investor, the market
gives you generally 6% or 7%, on average,
over a long period of time per year, even on
those up-and-down years.

“

But teaching people how to invest is not easy.
But the point is, if they did, and they just put
10% away, they’d have $1.2 million or more
when they’re 65, and so many of us don’t do
that. And I just tell these kids, “Listen, there’s
something you’re about to buy today that’s a
piece of crap that you don’t need – another
T-shirt, another pair of sneakers or running
shoes – you don’t need it. Look at what you’ve
got in your closet already. Instead, put that
into the market.”

‘Listen, there’s something
you’re about to buy today
that’s a piece of crap that you
don’t need – another T-shirt,
another pair of sneakers or
running shoes – you don’t need
it. Look at what you’ve got in
your closet already. Instead,
put that into the market.’
And then a few years ago, someone said to
me, “Well, how can I do that, Kevin? If I only
have $50 a week to invest and I want to buy
Apple that’s $150 a share, how am I going to
do that?” And then it hit me: If we could do
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fractional-share ownership, we could allow
people to put $20 or $30 or $50 to work each
week and buy a fraction of Apple, a fraction
of Microsoft, a fraction of a company they
like, and they’d own the stocks and watch
them grow over time and mark-to-market.
And they’d watch them going up and down
every day on their cellphones, because that’s
what those kids use.
I’ve done that with an app called Beanstox.
I partnered with DriveWealth, a dealerbroker. It’s become very popular in
universities, and I say to the kids, “Put $5
to work this week. Put $10. Put $2. Put
whatever you’ve got and start investing.
There are 1,000 stocks on Beanstox, there are
200 ETFs. You can build an international
portfolio $20 at a time.” That’s what I’m all
about, and I tell these kids something else: “If
you start thinking this way now, every month,
put something away, you’ll be a millionaire
when you retire. And that’s the best thing you
can do for yourself.”
And one last thought for everybody... I tell
everybody, “What matters in life, whether it’s
your marriage or whether it’s your business
partners or how you treat people, just tell the
truth. Think about it in the context of this:
You fall in love with your significant other.
The first time you lie to them, you lose 50%
of the equity in that relationship forever.
Forever and ever and ever. You can never get
it back to where it was. So why don’t you just
tell the truth every day, no matter how hard
it is to say that?” That’s what my brand is all
about.
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READ THIS
Get Me a Quote on That

A dog starv’d at his Masters Gate
Predicts the ruin of the State
William Blake, “Auguries of Innocence”
I was much further out than you thought
And not waving but drowning.
Stevie Smith, “Not Waving but Drowning”
And in that Heaven of all their wish,
There shall be no more land, say fish.
Rupert Brooke, “Heaven”
“If wishes were horses, beggars would ride.”
16th century Scottish proverb
BONUS QUOTES FOR
EX-HIPPIES LIKE P.J.

Maybe I’ll be there to shake your hand
Maybe I’ll be there to share the land
That they’ll be giving away
When we all live together
The Guess Who, “Share the Land,” 1970
Imagine no possessions
I wonder if you can
No need for greed or hunger
A brotherhood of man
Imagine all the people sharing all the world
John Lennon, “Imagine,” 1971
Was a high wall there that tried to stop me
A sign was painted said: Private Property
But on the back side it didn’t say nothing –
That side was made for you and me.
Woody Guthrie, “This Land Is Your Land,”
1940
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From Adam Smith’s The Wealth of Nations:
“The progress of the enormous debts which
at present oppress, and will in the long-run
probably ruin, all the great nations of Europe,
has been pretty uniform...
“When national debts have once been
accumulated to a certain degree, there is
scarce, I believe, a single instance of their
having been fairly and completely paid.”
Smith then elaborates on the policy nations
pursue when they find themselves unable to
pay their national debt. Usually this is what
Smith calls “a pretend payment” made by the
“juggling trick” of debasing the currency.
“When it becomes necessary for a state to
declare itself bankrupt... a fair, open, and avowed
bankruptcy is always the measure which is least
dishonourable to the debtor, and least hurtful to
the creditor. The honour of a state is surely very
poorly provided for, when, in order to cover the
disgrace of a real bankruptcy, it has recourse to
a juggling trick of this kind...
“It occasions a general and most pernicious
subversion of the fortunes of private people;
enriching in most cases the idle and profuse
debtor at the expense of the industrious and
frugal creditor...”
Adam Smith, The Wealth of Nations, Book V,
“Of the Revenue of the Sovereign or
Commonwealth,” Chapter 3, “Of publick Debts”
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“I tell (the police), if you can deal with teenagers you can deal with terrorists.”
The Scientists Persuading Terrorists to Spill Their Secrets, The Guardian
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He was the alpha male of the first pack to live in Oregon since 1947. For years, a state
biologist tracked him, collared him, counted his pups, weighed him, photographed him, and
protected him. But then the animal known as OR4 broke one too many rules.
A Very Old Man for a Wolf, Outside Magazine
To outsiders, Boehner might just be the happiest man alive, a liberated retiree who spends
his days swirling merlot and cackling at Speaker Paul Ryan’s misfortune. The truth is more
complicated. At 67, Boehner is liberated – to say what he spent many years trying not to
say; to smoke his two packs a day without undue stress; to chuckle at the latest crisis in
Washington and whisper to himself those three magic words: “Not my problem.”
John Boehner Unchained, Tim Alberta for Politico

On November 8, 2016, America’s chief storytellers – those within the bubbles of media
and politics – lost the narrative they had controlled for decades. In a space of 24 hours, the
concept of “conventional wisdom” seemed to vanish for good.
The Untold Stories of Election Day 2016, Esquire
Auto-industry legend Bob Lutz writes that we are approaching the end of the automotive
era... “Everyone will have five years to get their car off the road or sell it for scrap.”
Kiss the Good Times Goodbye, Automotive News
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If you write to a member of the National Political
Committee of Democratic Socialists of America for life
and financial advice... you may deserve the advice you
receive. In this case, to the tune of about $30,000 of
non-dischargeable debt.
Waitin’ on the Student Debt Jubilee, The Baffler

THIS ISSUE’S FEATURED
CONTRIBUTORS
Todd G. Buchholz has served as White
House director of economic
policy and managing director of
the legendary Tiger hedge fund.
He was awarded Harvard
University’s annual teaching prize in
economics and is the author of The Price of
Prosperity. He tweets @econTodd and can
be contacted at www.econTodd.com.
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This was a terrible tradeoff that made President
Obama look better while
almost guaranteeing that
our children would be
worse off.
Todd G. Buchholz

Doug Casey is a true contrarian investor.
The founder of Casey Research
and one of the most successful
natural resource speculators in
the world, Doug also recently
began publishing the ”High Ground”
series of books – absolutely thrilling and
provoking stories about speculation,
morality, and libertarian ideas.

Dr. David Eifrig worked in arbitrage and
trading groups with major Wall
Street investment banks,
including Goldman Sachs,
Chase Manhattan, and Yamaichi
in Japan. In 1995, Dr. Eifrig retired
from Wall Street, went to UNC-Chapel
Hill medical school, and became an
ophthalmologist.
Today, he publishes a free daily letter on
health and wealth that shows readers
how to live a millionaire lifestyle at
http://retirementmillionairedaily.com/.

Buck Sexton is host of the nationally
syndicated talk radio program,
Buck Sexton with America Now,
heard on over 100 stations
across the country.
A former CIA and NYC Police Department
Intelligence Officer, Buck is also the cohost of Stansberry Investor Hour, a weekly
radio show that you can subscribe to for
free right here:
http://investorhour.com/.
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Access to credit was no
longer a financial issue,
but a civil rights issue.
Buck Sexton
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