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ACentralization of credit in the hands of the stdte means of a national
bank with state capital and an exclusive monogoly
- Karl Marx, The Communist Manifesto Fifth Plank
AThe best way to destdebmayhhedureencg @api t al i s
- Vladimir Lenin, Communist Party Leader, 1917
fiLenin was certainly rightThere is no subtler, no surer means of overturning
the existing basis of societtyan to debauch the currencyhe process engages
all the hidden forces of economic law on the side of destrueti@hdoes
it in @ manner which not one man in a million is able to diagnose
- John Maynard Keynes Consequences of the Pead®19
"The Roman Empins paradoxically one of historytgeatest
successea nd o ne @reatebtifaguted r y 6 s
- Joseph A. Tainter,The Collapse of Complex Societies

And Weekend Greetings Again,

I n my lastnewsletter| briefly touched ormonetary inflation and the distortion it creates in the
economy along witfiscal/monetarypoliciesby our central plannersChronic intervention by the

Fed has created nothing basset bubbles, malinvestment and whotesakpricing of the credit
markets. In this edition we will look at tbefactors and how the increased complexity ofinancial
systemis threatening capital markets, bank solvem®nsion funds, retirement goasd the need

for some practical ided®r preparedness. For the sake of brevity, | usually condense astitles
providelinks for complete articles, videos, charts and data that is relevant to consider. The followin
article deals with theigged Consumer Price IndexCPl), and how theChapwood Inflation Index
completelyexposeshis government fraud and deception that yeed to understand below



http://www.preppertoday.com/tag/financial-crisis/

RiggedCPI and the Chapwood Inflation Index

AThe CPI no longer measures the true increase required to maintain a constant standard
of living. This is the main reason that more people are falling behind financially, and
why more Americans rely on -GoBumwskyment e n

2014 Cumulative
Chapwood Index 9.9% 10.7¢ 0. 2% 9,7% £7.1%
Offcial cPl 4 1.5 )

(Difference)

Nominal GDP
Revised real GDP 6. 2% 65.5% 6.5%

Sources: Chopwood index, US Bureau ¢ : istics and Bureau of Economic A

Problems with the Consumer Price Index

Many unassuming Americans rely heavily upon
even realize that they do. This reliance has unfortunately resulted in irreversiblkerong
repercussions.The rate at which prices increase has a profourettetin all of us, but mostly on
middle and low income Americ&Vhile the CPI was originally a measure to evaluate alpfimed,
consistently weighted basket of goods, over time, the basket of goods grew to an unreasona
80,000+ itemsmuting dramatic pce changes in common goods and serviBgsadding too many
layers of complexity and algorithms you lose the organic, real results in a muddled mix of dilute
data Perhaps more dangerous have been the changes in the way the CPI is calculated and
consisently manipulated to keep government expenditures down and mislead the public with
misinformation. In 1983, the government CPI rose roughly 12% and the government modified the
CPI calculation to save moneln order to save money on salary increases and tthement
benefits, which are tied to CPI, the government changed their calculation of the CPI to reflect

a much lower number. The statistic underwent another reconfiguration in 1995/96 with the Boskin
CommissionThese changes made the CPI an even vodseation of the real cost of living increase.

It is estimated that between 1996 and 2006, this reconfiguration of the CPI saved the US
government over $680 billion.

The Chapwood Index Methodology

Financial experts at Chapwood Investments, LLC have tsgfenpast 4 years engaged in
groundbreaking research that uncovers the real cost of living percentage increase for every ma
metropolitan area in the United Statdsimerous organizations have struggled to reveal inaccuracies
in the government Consumrice Index (CPI) methodology by calculating alternative inflation rates.
No one, until now, has ever attempted to objectively determine the real cost of living percentage
increase without the influence of the flawed government modelOver two years, wedadtlected

data from friends and associates across the country on over 4,000 items to see what they spent m
on in their daily lives.We then narrowed these items down to the top 500 most frequently used
and relevant items. Those items became the basistioe Chapwood Index Every six months, we
take the precise price for the same item quarter by quarter and calculate the increase or decrease,
developed a weighted index based on price. These items include basically everything that mq
Americans cosumer during the course of their liveSlick Here: http://www.chapwoodindex.com
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http://www.chapwoodindex.com/
https://biflatie.nl/artikelen/inflatie-deflatie/onbetrouwbare-statistieken-en-hun-gevaar-voor-de-obligatiemarkt/

Ed Butowsky is the managing partner of Chapwood Investments near Dalldseaneiated his own
indexto better refleconetaryinflation that we experience in threal world. As seen in thehart
above annual inflation is running closer i®%, for a cumulative47% in four years compared to
only 7.2% calculated by the officialPIl. Can | get an Aen out there? The government purposely
manipulates th€PI in order to deceive the public and save monegxpenditures for retirees and
others.To calculate th€hapwoodIndex they track 500 major goods and servitesS0 major cities,
and these incllecereal, coffeemeat, beer, dog foogpstagebedding, clothes, pills, dental, towels,
HOA fees, rent, mortgage, utility bills, cell phone service, cable/satellite TV, internet, life/health/autg
insurancefickets, licenses, hotels, pills, ink, bulletsols, tires,plumbing, lawn service, Costco
membership, eye glasséight bulbs, auto rental, amusement parks, first class airfare and so on.

Disney World Ticket Prices
2900% Rise Since 1971

Case-Shiller Home Prices
YoY
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As seen herat costs more to see Mickey Mouse and the €tsider Home Index indicatabat new
home prices are much highthantheaverage wage growth gap, which we will see in a moment. As
previously noted, thBLSd ef i nes i nfl ation as fAthe overall
economy, 0 but thbecagseff aiifdfsl atoi armdewmhiidly i s fAan
as explained by thiglises Institute. This deliberate obfuscation is meamhtde the main activity of

a central bank anaur fractional reserve b&mg system. In 1997, the US Treasury introduced
Treasury InflatioAProtected Securitie§ [PS) that are indexed to the official rate of inflation that is
determined by th€PI. Sounds good, but inflation risk is never fully understood for what it is:

Investopedia With normal (or nominal) fixedncome investments, investors béatation riskin

that the purchasing power of interest payments could be eroded by inflation over and above th
original expectationsTIPS, however, are guaranteed to keep pace with inflation as defined by
the Consumer Price Index(CPI). This is what makes them unique and defines their behavior

The above definition fail® explain why we have inflation and the steéelosior of our purchasing
power, and TIPS are hardly keeping pace witteal inflation of 10% a year!In arecent article
Alasdair Macleod w a r n &rlerstafed price inflation fundamentally distorts everything that is
macroeconomic, from monetary polity economic commentary. It misleads central bankers into
thinking they are missing their inflation targets. It misleads analysts into thinking we are on the brin
of a deflationary slump with prices maybe about to collapsel most worryingly of all,bond
marketshave become more mispriced than even har
to be corrected through a financial shadRrice inflation has been created by tRed sincel914as

new money is created out of debt (bondsy cred/loans expanthrough the banking system/cycle:

Ide
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The Fractional Reserve Banking Cycle

O BAWZATY EERALD [h THE BASIC FRACTIONAL RESERVE BANKING CYCLE
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"If the American people ever allow private banks to control the issue of their currency,
first by inflation, then by deflation, the bardsd corporations that will grow up around
them will deprive the people of all property until their childvesike up homeless on
the continent their Fathers conquered...l believe that banking institutions are more
dangerous to our liberties than standiagnies... The issuing power should be taken
from the banks and restored to the people, to whom it properly belongs."
- Thomas Jefferson Third President of the United States

1914 Federal Reserve Notes

$5,000 & $10000 denominations not shown

Documentary How Money is Created out of Debt (45 Minutes)



https://www.youtube.com/watch?v=jqvKjsIxT_8
http://cynic.me/
http://armstrongeconomics.com/research/a-brief-history-of-paper-money/the-paper-chase-part-ii

Theabove filmis most enlighteninpend | have covered the banki
as seen in this chart. The US had price stability from 1792 to 1913geleranged from $134to
$20.67 for 120 years. Since the establishment of the Fed gold has righa B&finally decoupled

from gold in1971(the Nixon Shock).| nf | at i on has fAdebauchdahm o
Maynard Keynesboast ed t hat fAnoits oalel enathe cadse ahipfaod d G
created by a central banbkeffersonstaed that banking institutionsexmore dangerouthan standing
armies, and this is wharx advocated a national bank with an exclusive monopoly to control the
money suply. Establishment economists are trained in Keynesian theorie®pfentionisicentral

bank policies to micrananage thie economies Since the Financial Crisis &f008 the Fed has
responded with monetary stimuJahdHarvard Professa Kenneth Rogoff says we need more:

Parade of thelnflationists and Reflationists

August 14, P13| Author Pater Tenebrarum

Harvard economist Kenneth Rogoff, well known as the cauthor of fiThis Time is Differend a

book which argues that economic growth can be shown empirically to decline once government dg
grows beyond a certain point, used to be an outspoken advocate of the 'price stability policy'. V
learn now that Rogoff is abandoning this position in favowhat he term&eflation'. Al n mor
nor mal times, youodore | ooking for the central
and to assure investors that 1iinfl ati oRogo#fi | |
said inaninterview. Now fiwedre in this situation where
need to convince the public of their tolerance for inflation, not their intolerance @s for central

banks needing to 'convince people of their tolerance for inflation'anyone who takes the time

to follow the growth in the money supply is presumably already convincéd

We will take a closer look & o g o hbobkdnsa momentut for now the central bank keeps creating
asset bubbles and severely distortratuations foinvestors. This is much to the delight of the shills
on Wall Street, but even monetary maegtian Greenspanis predicting a hugmarketcollapse:

This Time is Different by Monty Pelerin

economicnoise.com / Monty PelerilMAY 29, 2015

This time is different . The level of the stock marke&aluation isworse than most times when
suchclaimson Wall Streetare made to keeaverageinvestors hooked.Despite all the carnival
barker promotion, government propagandaand CNBC cheerleading, no one can justify the



http://www.acting-man.com/?p=25315
http://www.acting-man.com/?author=6
http://www.brotherjohnf.com/this-time-is-different/
http://gawker.com/5361721/cheerleading-dumb-or-too-dumb

current value of financial assetsThat does not mean valuations cannot remain at these levels for 3
while or perhaps even increase a bit. However given historical metrics and an economy that se
broken and has been that way for about seven years, there is ample downside room witllyseemirn
little upside. EvenAlan Greenspan would likely be too embarrassed to understate the current
situation as dAirrational exuberance. 0 He i s

he can speak bluntly about the current situatiRecently Brien Lundin des cr i bed Gr el

current position: We asked him where he thought the gold price wilirbve yearsand he said
Aimeasurablp prgkateoconversation | asked hi
debt load in the U.S. had gotten so great that there has to be some monetary dep&eatioally

he said that the era of gantitative easing and zereinterest rate policies by the Fedwere
trappedé we really cannot exit this without som
it being either a stock market crash or a prolonged recession, which would then engender
anothe round of monetary reflation by the Fed. He thinks something big is going to happen
that we canot get out of this era oaéndpneitney
severe one$ that gold will benefit from. € é . READ MORE

Since2008§ the Fed has hédlb policy changeand is basically trapped as | have been saying for some
time and this is all going to end very badly (exdep those who have gold and silver as | will later
conclude). To demonstrate how irrational equity markets are | submutcharts for you. Since
Januaryequity fund have suffered $100 billion ioutflowswhile the S&P Index reaches altime
highs! Currently profit to earning (P/E) ratios are back to levels just prior @résh of 1929 This

is not exactly insping confidence andyou are strongl urged to get out of thimarketnow!

Chart 5: US equity flows down, S&P500 up
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US Stocks

Highest Income Earners
Consumer Comfort

Inthischaty ou can see that investor 6s wi texitngrmor e
droves to avoid market losseAsKeynesonce saidfi T h e ma stay erational omger than you
can st ayThanks fomhatradvicedlohn MaynaMfall Street has become a speculative casino
that is merly trading the Fed and whegntral planners will do nektas in a normalization of interest
rates that are stuck at the zero bound. The Fed claims to daakraandatéo manage price stability
and full employment, but ahn Hussmansays below the real concern should be fingratability.

As far as the unemployed and jobless, things continue to look pretty grim as seen in this steady dec
for laba participation and low wages. Theesalled mandate for full employment was added in 1978
by Sen. Hunphry andit should beabolishedi theFed can only create debt and misery!

Initial Jobless Claims Rise, Miss Expctations
Have GoneNowheresince the End d QE3

zerohedge.combdy Tyler Durden/ 05/28/2015

FRED Ve — Civilian Labor Force Participation Rate - Bachelor's Degree and Higher, 25 Median Wages: Not A Normal Distribution
years and over Data: BLS
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"Focusing on two variabled inflation and unemploymemt the Fed has missed the most
important considerationthe risk to financial stability
- John Hussman, Hussman Investment Trust

With the biggest miss to expectations in 6 weekdtial jobless claims rose to 282k (against 270k
exp). For context this meangobless claims have gone nowhere since the end of QHBappears

it is time to doubleseasonallyadjust this data to confirm thaverything is awesome memé&he
smoothed @erage ticked up very modestly thdvers neat5-year lowse € .READ MORE
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Jobless claims are actually at ay&ar low andhis indicates that people have simply given up. The
Bureau of Labor Statisticsrecently announced that new jobs were created in May, but most of thesg
were in seasonal jobs like leisure and hospitality (57,000), health care and teaching (74,000), ret
clerks (32,000) and temp help (20,000). Consimacand manufacturing accountgd only 2% of

the gain (6,000) with flat retail sales and factory orders down for nine straight months. Md@@ than
million Americans are structurally unemployed (most jobs outsourced) with the lowest labor figure
since 1978and wage growth nearly half of what it was in 2007. Hardbyaisteconomic recovery

that we keep hearing abouwtdded to these statisticsthe fact thamoney velocity(the rate at which
money changes hands in the economyhéslowessince the Grat Depression Era! And now we
see thatredit market debt (government, household, state and municipal) has gro®s&darillion,

or three timeour nationalGDP! Why has this happened? According to this article, the US has been
on a35year credit cycle inspired by low interest rates attie demographics of the babyboomer
generati on. As n o t-idatestratepoley (ARPY sinse200&now poses a z 4
serious threat to the croedift b(ochedb tp)r i maersk g ta s3
words, asGreenspansaid the Fed is trapped and we appear to be locked into a policy of financial
repression thatquires zerd even negativé rates to service unsustainable debt levels.

Total debt ws.
Hl Debt in Trillions of

Credit Market Debt Three TimedJS GDP

By Brian Pretti, June 5, 2015, wwwpeakprosperity.com

During the prior economic cycle of 20032007, one question | asked again and again wds:the

US running on a business cycle or a credit cycleSince 1980the Baby Boom generation moved

to the suburbs, bought larger houses, sent the kids to private schools, financed college educations
home equity lines of credit, and carried personal credit balances that would have been conside
nightmarish to their gndparents. What was the mwudcade accelerant that sparked this trend of
everincreasing systemic leverage relative to GDE@ntinuously lower interest rates for thirty

five years. Although Wall Street is obsessing over when the Fed will start htkinge m, | 6d
the much more pertinent question li4as the Fed waited too longhe answers to both of these
guestions lays ahead, but when we're talking about the Fed raising interest rates, we're talking al
therepricing of creditinside the US fiancial systemf you believe, as | do, that credit is indeed
the one big horse that has powered our economic growth over the last three decades, then
anything that acts to reprice that cost of credit-- repricing in a manner that will handicap
continued credit expansion-- will have direct and immediate repercussions on our economy.

ith
bd

b U

put



http://theeconomiccollapseblog.com/archives/stocks-began-falling-right-at-this-time-of-the-year-just-prior-to-the-last-financial-crisis

According to theMcKinsey Global Institute all government debt has now excee&2€0 trillion,

and this figure does not include unfunded liabilities like Social Securityemsignfunds around the
world. We have talked about the stock market bubble, but the real conceri$r6ttidlion bond
bubblealso created by the central planndrsthe US there is a growing awareness that state budgets
and pension funds are singimto a sea of red ink, aniiinois is likely to be the first to default.

States Turn To PensiorPonzi Schemdo
CloseMassiveFunding Gaps

s Submitted byTyler Durdenon 05/28/2015www.zerohedge.com

One thing wedve cover edagragngftsel cresifaciegrstate and Ibcal o
governments in the USTo recap dew of the more importarstories, recall thaChicago recently
saw its debt downgraded to junk statusvby o d gftérghelllinois Supreme Court struck down a
pension reform law which would have paved the wayfayor Rahm Emanuelto push for similar
changes irChicagowhere underfunded pension liabilities akg to tripleby 2018. Adding insult to
injury, Moo ddegissnm al so triggered some $2 billion |
creditors and jeopardized the refinancing of some $900 million in floating rate paper.

David Stockmanhas provided @ood reporion fiscal problems at the state level, and | will cover
this in much more detail in my next newsleftier all us babyboomers!). As illustrated this map

to theleft the states with the worst budget problems are highlightedhbuteal issue is unfunded
pension funds on the state and local level. lllinois and New York have $300 billion in obligations
New Jersey, Ohio and Texas are looking at $200 billionCatifornia is the undisputed leader with
estimates ranging fro 500700 billion in pension obligations! How has this happened? Political
leaders blindly projecte@ 8% returnson their funds and this is simply not realistic in a world of low
yields and zero interest. The political classlamyers not economists! AMargaret Thatcher
famously said, the problem with socialism
Perhaps the map on thight will provide some relief. According to tl@@enter for Disease Control
610,000 people die of heart dase each year (red states), and cancer is also a leading cause (bl
states). The babyboomer generationdsin good healtland leading causes of deadinerelated to
obesity @ll-time high 0f28%), poor diet, lack of physical activity and excessive alcobel
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While easy money created by central banks has been grehe forancial markets, the impaon
government bondyields (interest)has been devastating fi@tirement planspensioners and savers

EVERECONOMICPROBLEM REQUIRINGA HEAVIER DOSE
OF FINANCIAL REPRESSION (WEGATIVE REAL RATES)

Annual Income Generated by $S100,000 Investment in a 6-month CD
S$10.000
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Investments of any kind invoive risk. Please read ocur compliete Risk Disclaimer and Terms of
Use at GordonTLong.com BEFORE considering any statements or charts within this tweet.

As seen in this charfinancial repressionis a government/central bank policy that intentionally
strives for fAnegati ve r e aé¢repaidhymweany the costdf maey 3
(interest) and denying investors and savers a normal interest rate. Negative real rates means a y
lessthan the rate of inflation. In this exampée$100k CDwould yield9% in 1989, but that same
amount only arns$390todayi talk about repression! Here is an explanatioklbgard Professor
Carmen Reinhart (co-author withKenneth Rogoff) from a few years agoReadit carefully:

Financial Repressions Back to Stay

By Carmen M. Reinhart, March 11, 2012wwbloomberg.com

As they have before in the aftermath of financial crises or wars, governameigsntral banks are
increasingly resorting to a form of Ataxat:
and private debt and eases the burden oksvicing that debt. Such policies, known as financial
repression, usually involve a strong connection between the goverriheengntral bank and the
financial sector. In the U.S., as in Europe, at present, this means comsgtante real interest rates
(vielding less than the rate of inflation) that are equivalent to a tax on bondholders and, mo
generally,saver® .One of the main goals of financial repression is to keep nominal interest rates
lowerthan would otherwisepvail. Thi s ef f ect , other things be
interest expenses for a given stock of debt and contributes to deficit reductioHowever, when
financial repression produces negative real interest rates and reduces or liquidatedebitstjngis

a transfer from creditorséver9 to borrowers and, in some cases, governmeifitdas amounts to a
tax that has interesting politicgiconomy properties. Unlike income, consumption or sales taxes, the
Airepr essi oisodetetmengd by dctore such as financial regulations and inflation
performance, which are opagudf not invisible -- to the highly politicized realm of fiscal policy.
Given that deficit reduction usually involves highly unpopular spending cuts and/or tax increases, tl
st eal t hi eepréssidnitarmaybe a mdreolitically palatablealternativeé .Faced with
public domestic debt overhang ofthi® r i ¢ p r o pvallrlikely lmenvsh ug for B Ieng time.
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Several things need to be noted fr@e i n h statetnétss Did you notice thathe says that this
insidious process is a form of taxation on bondholders and savers (who are denied income), and

a Astealthi eriovisiblatxo tvhoatte riss, laintde rtahluisy much mo
barkster® They used this hidden process afféwIl to pay devn war debts over a period 26
years or more, and that is why they tell us
ti me. o B uThis time iw diflerent fgr 3ure! Never in the history of the world has there

been so much debt in the woildt is mathematicallympossibleto repress, pay down or retire the
aggregate delthat nations have amassed. In this regard we are talking about sovereign debt that
been ina rally for almost four decadedAs | covered in my last newsletter, o\&500 trillion in
derivatives are sensitive to interest rates that could set off a global bond markeasedst shared
in THIS LINK by analysMichael Snyder. Ev en t he BilbGoossd akisnga i s
than hell 0 i n THIS eNKhanadithe isyettmdveotrietheawe shouldall be

g e

Gordon T. Long: Financial Repression Authority

| invite you to learn more abofihancial repressionat the above linkandlet me summarize what
is at stake hereThe riggedCPI is misleading allnvestment portfolis and retirement goalZI|RP

is killing savergdensoners and this is mispricing bond yields that must somedegpoeed When
that day comes it will be RECKONING DAY for the US as debt repayment becomes unswasiba.
This is the theme imy book(and a new one below), and this brings us to a study doReolbgssor
Joseph Tainterin 1990concerning the collapsd complex societiegand the parallels today.

The Collapseof Complex Societies
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The Collapse
of Complex
Societies

JOSEPH A.TAINTER

AEIi t her the St artpabliceeabtdvil ena thé Statea
-- David Hume, Political Philosopher (17111776)

debt ,

BOOK REVIEW: The Collapse of Complex Societidsy Joseph Tainterattemps to synthesiz

all of the theories of decline and fall into a single moded i nt er 6 s ar gument
complexity inevitability generateslecreasing marginal retrns for the society that utilies it. In

his analysis, persisting in the same metheden whe they have ceased to psets a civiliation

on track forcollapse. According to Tainter, &ivilization forms when some benefit accrues from
greater complexity.These occasions are adtyajuite rare in human history and fecuses on the
Roman Empire.Themarginal benefits of complexity, however, graduly declines. Eventually, the
burden of civiliation becomes greater than any benefit it provides armbthplexsociety collapses.
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