Global Crisis, Monetary Reset &

New SDR Solution
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filt is becomingncreasingly eviderthat central banks have been overburdeneddbtoo long 0
Claudio Borio. Chief Economist at the BIS
"l think it's a very dangerous timia the global economy and global financial markets."
- Paul Singer, Elliott Management Hedge Fund
fiThese are the most dangerous markéisve ever withessed in my entire lifand
Ibve been investiong for over
- Michael Penta Pento Portfolio Strategies
"There's only so much you can squeeze out of the debtaydlee're there globally
- Ray Dalio, Bridgewater Associates
flf trade economists at the United Nations are right, the next traumatic episode
may entail the greast debt jubilee in history 6
- Ambrose EvansPritchard, The UK Telegraph
il n t he diffialstimesdvidl gose dl Timothy 3:1

Greetings to All,

As we enter the finalquarter of the year, there is | ots goi ngextand
newsletter | will address the US electionthe public/private pensiocrisis and the need for some
contingency planning as we go forwarbh this newsletter, | want to focus orthe looming global
fiscalmonetarycrisis thatit gripping our world,andalsoframingthe need for aebt jubilee, or a
monetary resetthat is moving the world closer to a globalist solution that includes the International
Monetary FundIMF ), and the us oftheir Special Drawing RightsSDR), first proposed ir1969

This is a rathecomplex issue that challengié® best minds in the world, $mnerely present myself
asyour messengethatresearches these matters on a monthly badyslast newslettergenerated a

big responsegas it was related tBdward Snowden, Surveillance Deep State & Collapsing Order
and you camccess myewsletter archivat THIS LINK. | still urge you to see/suppgdaheSnowden

film while you can, andwant toprovide the following comments andiaal observation.

1



http://www.telegraph.co.uk/authors/ambrose-evans-pritchard/
http://chuckcoppes.com/newsletters/4592065929
http://www.globaltruth.net/global-currency-soon-china-actively-communicating-with-imf-to-include-yuan-in-sdr-basket-currency/

TheNY Timessai d the film Amakes i tVawcitpBaeagread.tsaying k iffl |
Oliver Stoneimakes hi s case cl Amotllyermandevcioemwemcs aigjd y
portrayal of an intriguing incident that as|Ks
issues thaBnowdenr ai ses, 0 sai d a r epgdret ébri,ggfeasrte i wistuhgsu

But, will the Snowdenfilm alert the citizenry that the smlledwar on terroris a fraud and the Deep
State poses a frontal assault on uvacy, civil liberties and freedom? We could hope for this, but
as | noted mytast newslettersince9/11 the Deep State/Shadow Government apparatus has been
deeply entrenched, and is beyond reform or allowing Velhistwers to speak. In late August, Harold

T. Martin, an employee dNSA contractor Booz Allen Hamilton (where Snowdworked) was
arrested by thEBI for theft of sensitive data and faces up to ten years. Callé8¢lcend Snowded

this item was reported in th&reign pressbutthe storywasspiked in the US. Adudge Andrew
Napolitano recentlyWROTE, the FBI and intelligence agencies @ecoming rouge agencies that
are designed torptect the Deep Statept the people As Jill Stein wrote in The Guardianlast
month,i Snowdends whistl ebl owing was among the 0 S
the relationship between the people of the United States and the governmgmtédna$f track and
needs a maj or @b aarapruoaderstatemerdnd asSnowdlensays in this clip
(includ ng St ei n,accandidatesare talking about the Constitution and the rule of law:

Five Minute Video: Edward Snowden Warns the American People

$695 Billion $711 Billion

Billions of Dollars
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One film reviewer noted that it todlO years for the Pentagon s whistleblowebDaniel Ellsberg

to go from traitor taa herg and the same will be true for Snowden; who stands out as the legendar
ATank Mand i n Tile88 &dware Snowdgnuisaa hero forrexposing the vast US
surveillance stateOliver Stonec har ges t hat Obama, Ahas creatfd
surveillance state thatodés ever been seen, wdy
can be seen ithis chart, the US militaryindustriatsecurity complexoutspendsnore than a dozen
nations,and all in the name of security and patriotisi8ince9/11, the Deep State has an unlimited
budget, is beyond congressional oversight, and poses the biggestto our freedom. In this pest
9/11world, the American people ha®ught into theGroup Think of expanding state power and

the willingness to surrender our essential liberties. This is precisely what happened/an N&zi
Germany, as recounted hereldgrmann Goering at the famous Nuremberg Trialsi845

fVoice or no voice, the people can always be brought to the bidding of the leaders. That is easy. All
you have to do is tell them they are being attacked and denounce the pacifists for lack of
patriotism  and exposing the country to danger. It works the same  way in any country . 0


https://sputniknews.com/us/20161005/1046033707/fbi-nsa-arrest-contractor.html
https://www.lewrockwell.com/2016/09/andrew-p-napolitano/whats-fbi-hiding/
http://davidstockmanscontracorner.com/pardon-edward-snowden-he-courageously-exposed-the-deep-state-lawbreakers/
https://en.wikipedia.org/wiki/Tank_Man

Philip Giraldi is a formerCIA intelligence officer and foreign policy advisor for. Ron Paulwho
alsobecome critical of the national security state inyhars following9/11. He wasseeingwhat
Snowden eventuallgxposedand in a recenRRTICLE he made thisummary conclusion

fiThe U.S. style Deep Sate includes all the obvious parties, both public and pr ivate, who benefit
from the status quo to include key players in the police and intelligence agencies, the military,
the treasury and justice departments and in the judiciary. It is structured to materially reward
those who play along with the charade and the glue to accomplish that comes ultimately f rom
Wa | | S tAg cerpotate interests increasingly own the media, little dissent comes from the
Fourth Estate as the process plays out while many of the proliferating Washington think tanks
that provide Deep St at e 0 i ncredibility are gimilaly fdnded by defense contractors. 0

Giraldi links the military, treasury, corporations and Wall Street in an unholy alliance to preserve th
status quo of thevarfare/welfare statethat Dr. Ron Pauhasfaithfully opposed all of his political

life. He describes the Deep Statessonfiething of a hybrid creature that operates alddegva York

to Washingtonaxiso The US not only has offersivebuget, tlbatso | rg
maintainsh e wo r | dXeHarelSt@atewgietst hal f of our nation r (fcCe
the US Treasury. Can this fiscal trajectory be sustained forever? Most certainly not, and the centf
banks of the world are locked intddE-Infinity Trap that lodks something like this:

The QE-Infinity Trap
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As seen herethe central banksters of the world only know to do one thipgnt currency! The

term Quantitatie Easing QE) , means to provi de bdnhdsurrentyy angd [
Afeaseo a credit crunch among t he Nope.nitrhasromly a | b
produced monetary inflation, malinvestment, assets bubbles and a wealth distribution to the wealt(jy
that is also inciting class warfare ahe politics of greed and envit.is a sacred tenant Eeynesian

economic theory taught in academic temples across the land, that smadtan activist central

bank to provide #Afor war dTheyoertral hamkstersf theawodd aet h gfr
pushing the world into global crisisof epic proportions, and their only solution is more of the same
fiscal/monetary madness/Claudi Bario, former chief economist at the Bank for International
SettlementsgIS) conf essedetylbati sin déiadoy nmo mor e har m t [fan
that Ait i s becoming increasingly evident tHhat

That is quite a confession, and perhaps why hdasnaer economisfor theBIS. According to lhe

BIS andIMF, the world needs fiia new financi al ar cffhi

1998 article What is this new financial architecturd®is the SDR1 Special Drawing Rights.
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http://davidstockmanscontracorner.com/deep-state-america-fount-of-phony-threats-and-endless-wars/
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Monetary Reset & SpecialDrawing Rights

China’s renminbi joins IMF’s Special Drawing Rights basket

Chinese renminbi
US dollar E
497% 30y Usdolar  1097% Euro

\ 4173% 30.93%

c L British pound
3 _ Japanese yen 8.09%

British pound Japanese yen

12.1% 71% 8.33%

Source: IMF. as of 11/11/15_LIXINLEL/ CHINA DAILY

IMF's Special Drawing Rights Basket as of Oct. 2016

As most of you perhaps know, there has been enormous speculation about the Chinese being admifted
into theSDR currency basket used for interivatal trade settlement. This happeneddaober 1,

and | will cover this timeline in a moment. As seerthis chart, the Chinese renminbRMB means
thepeopl eds cur r en c ¥0)92%nemberottidsrcurrandydbasket. dnghe apace of

35 years, China has become tlaegest economy in the world based BRP (Purchasing Power
Parity), and if this means anythingmieans that the US is in redgcline. This is ageneral theme in

my book, and). C. Collins has done excellent work devoted to the study oSB&, and recently
wrote,iThe RMB joins the USD, British pound, euro, and Japanasényine SDR basket, and will

see its international status develop even further as the once unipolar USD dominated internatiorjal
monetary system begins its transformation into a multilateral framedvdrkis transformation is
underway, and it is being coaded by the western bankstdrat China has risen as a major player in

the global economy. ThidF, BIS andWorld Bank have tried to marginalize tHeast, but the
western club has yielded to the economicésrin the world money machine that now inelsid
Beijing. AsJim Rickards points out below, nothing has been fixed in the financial markets, and a
new crisigresets likely in 2017#2018that will enhance the role of tl DR with China included.

China Enters World Money Machine

By James R. Rickard€RostedAugust 31, 2016

Why the political urgency to include the yuan in thespecial drawing rights(SDR) if China does

not meet the usual requirements?he answer is hat a new global financial panic comes closer

by the day. These panics happen every fiegght years almost like clockwork. Look at the financial

panics in Mexico (1994), Russia/LTC998), Lehman/AlIG (2008) and you get the idea. Another
panic in 2018, if not sooner, i s a near certlai
ability to put out the fireThe only source of bailout cash will be the SDR. But a massiv&suance

of SDRs will require cooperation by China This is not because of International Monetary Fund

(I MF) vot vategsndtiGdilargea 0 $§t 6 s b e c aus dafth&ydn be swvapeed u sfje f
for other reserve currencies to prop up banks and liquidate panicked sellers of stocks. (The IMF rups
a secret trading desk where these SDR swaps are conducted.) When your neighbors are in full pghic
mode, they won&i twdhmtin kS DR & Siyt&idorwill swaprdollarsifar the a r 9
SDRs printed by the IMF? The answer is China. The PBOC and SAFE would love to dump

dollar assets in exchangefor SDRsBut t hereds a catch. China i
swaps if thre yuanisincludedinthe SDRChi na does not want to payffcl

of the club. The rush tanclude Chinan the SDR should be seen as global monetary elites getting
their ducks in a row before the next panic comes to destroy your partfaid AD MORE
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https://en.wikipedia.org/wiki/List_of_countries_by_GDP_(PPP)
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http://dailyreckoning.com/day-dollar-died-part-ii/
http://dailyreckoning.com/china-world-money-machine/
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SDR Basket Composition
®US Dollar = Euro mPound m=Yen mRenminbi

Current Revised

It should be noted in the above article that China would like to swap some of their sabstant

assets into the ne®DR, that | will address belowHere isanother look at the ne®DR currency
weighing that has become official as of this month. This does not mean a sudden collapse of the [S
dollar, but as Rickards said fihis articleThe Day the Dollar DiedtheG-20 Meetingon September

4™ in China signaled the end of US dollar imperialism. He went on to indicate that it is necessary {p
have a larg&DR bond marketard that China is now allowed to issue these bonds &lscadds

AThe point is, so these issues are coming. And over time, the SDR market will grow. It will not

compete with the dollar -denominated bond market anytime soon, but the groundwork is

beinglad. Every time an institution invests in SDRs)| t

And itaoll help move the worl d t hfhidwilmavevast f ur t hipr

implications for anyone who hol ds their wealth in dollars. The mechanics are too far along, the

pi ecemeal soci al engineering was too well thougdlht
reversed. The next time there is a financial crisis, which | expect sooner than later,

itdet going to be the Fed that bails us owat. 0s

It should be pointed out that tI8DR is not a global currency, but rather a means of settling trade
issues and swapping currencid® complicate matters a bit furthehere is th€®©-SDR and theM -

SDR bondissuancehat isbeing proposed. According to the IMF, tBeSDR is the official SDR

bonds issued by the IMF, and theSDRi s and @®S®mMi nat ed financi al me
in bonds that can be fAissued and held by an 0
five currencies that make up ti$®R currency basket that can fluctuate dailfxccording to the

foreign pressChina has been given approval to issue almost $3 billidh-8BDR bonds this year,

and this igustthe beginning of thisewbond tranche HERE is a timeline provided bRRickards:

On Jan. 7, 2011the IMF issued a master plan for replacing the dollar with SDRs. This included
the creation of an SDR bond market, SDR dealers, aritlaay facilities such as repos, derivatives,
settlement and clearance channels, and the entire apparatus of a liquid bond market.
In November 2015 the Executive Committee of the IMF formally voted to admit the Chinese yuan
into the basket of currenciego which an SDR is convertible.
In July 2016, the IMF issued a paper calling for the creation of a private SDR bond market. These
bonds ar eSDcRaslol ¢d ot M mar ket -SIDRs9 (i fno rc omft friag|it a
In August 2016 the World Bank annmced that it would issue SBéRnominated bonds to private
purchasers. Industrial and Commercial Bank of China (ICBC), the largest bank in China, will be th
lead underwriter on the deal. Other private SDR bond issues are expected soon.
On Sept. 4, 2016the G20 leaders will meet in Hangzhou, China, under the leadership of G20
President Xi Jinping, who is also the general secretary of the Communist Party of China. In this
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meeting, other world leaders will metaphorically kowtow to the new Chinese emperor and
recognize China as the-t@ad of the global monetary system alongside the U.S.
On Sept. 30, 2016the inclusion of the Chinese yuan in the SDR basket goes live.
On Oct. 7, 2016 the IMF will hold its annual meeting in Washington, D.C., to consider additional
steps to expand the role of SDRs and make China an integral part of the new world money orde

G205%

—tEEBE@ISARMNES
G20 HANGZHOU SUMMIT

As you can see, thingsr e mo v i ng iandth@ meetingiblangzhoawas very symbolic

as theRMB becamepart of the new world monetaorder. So what are the real implications of the
SDRcurrency andDR bond issuance as we go forwamd@body is quite sure, bdC Collins made
somegood observations dtHIS LINK. In this piece he notes that the move out of US bonds into
SDR bonds carrebalance the systerthat is too exposed to US dollemperialism since Bretton
Woods in1944 The US does not want this damrgidly, but we shall see. Further, as an alternative
to US dollar reserves, emerging nations are less exposed to interest rate hikes by the Fed; but | thjnk
the Fed and all centrdlanks are trapped at thero bound Finally, he sees a Z80% depreciation

of the US dollar, which could help our exports and we could exjeétiand silverto spike. Mention

is also made that the balance sheet of the IMF could create emergencioftetfsrestructure the
Eurozone which | see fittiig into a prophetic scenario thawill cover more in a moment.

War on Gold
and the
Financial
Endgame

In past newsletters | have written extensively onSB& citing work byJim Rickards andWillem

Middlekoop in this book. Middlekoop sees anonetary crisis/resetcoming that willbe followed
byanewSDRs ol ut i on. He believes this wild.l be as
and in a recent interview he discussed plans to subdtltifEreasuries for SDRsand more:

37 Minute Audio: Middlekoop on SDR Substitution and Gold

In this clip he explains how the IMF had proposed for nations to substitute US dollar reserves fo
SDRsin 1971, following thedollar crisiswhenNixon decoupled gold from the US dollafhis was
never implemented, but now it is being proposed as a way to creqigdsSIDR exchange for world
trade (at 9 mins.).This swap would be handled by the IMF, and as | indicated earlier, the Chinesdq
are very interested in this idea since they have consider&bsssets exposedrmredevaluatios.
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In a recentLINK Middlekoop stated that &ubstitution Fund managed by the IMF could ease a
dollar crisis (loss of confidence), and could provide needed liquiditg@dRs Thefiquidity issue
would be resolved with one stroke of the pen, aS[BR would be created for every dollar that was
exchanged. This sulisition fund is now finding general appeal, and should be seen as a next cruci
step in the big resét.In theaudio clip above he also mentions thatséver shortage will send the
price upward (22 min.), and thgold will likely be included into the&SDR (25 min.). This same topic
was covered byim Rickards in the following article, and here are some excerpts.

C h i nHadden Planto Accumulate Gold

By James Rickards, Posted October 5, 2016

China wants to do what the U.S. has done, which is toineomsa paper currency standard but make
that currency important enough in world finance and trade to give China leverage over the behavi
of other Theumturliessé&@.f the game al so say you
recognize the goldr discuss it publicly. Above all, you do not treat gold as money, even though
gold has always been moneyThe members of the club keep their gold handy just in case, but
otherwise, they publicly disparage it and pretend it has no role in the interhatiomatary system.
China is expected to do the same. l'tds i mpo
gold investor s; it owi |

everyone sits down around thetagble Chi nadés t he second | argest
beonthebusL hat 6 s why the gl obal effort has been
mani pul ati on. | tell people, i f | were rasnni
so obvious at this point. The price is being suppressed until China gets the gold that they need.

Once China qgets the right amount of égadltd,witl
hi gher when all central banks, Chinads and
worse than the one in 2008nd individual citizens stampede into gold to preserve wealth in a
world that has lost confidence in all cental banks. When that happens, physical gold may not be
avail able at all. The ti me t o READIMOBE your pe

WhatRickards is saying, is that Cha needs a certain amountgoid as a percentage of GDP (like
other members in tHBDR). Noteworthy is the fact that western bankstersgrfcially suppressing
gold (andsilver) to allow (compensate) the Chinese to buy on the ch&hjs has been edirmed

by http://gata.org/node/1619bing back to the gold smashApril 2013. The Chicoms are doing
this through the Shanghai Gold Exchan§&E) that has been established as a physical platform to
forcegenune price discovery for metaland | will comment moren thislater.

A GREAT LEAP
FORWARD?

FIVE TIME BEST SELUNG AUTHOR JOHN MAULDIN
AND WORTH WRAY



http://www.cdfund.com/blog/imf%E2%80%99s-%E2%80%98substitution-fund%E2%80%99-to-kick-start-sdr-as-new-global-currency/
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In his book, The Great Leap ForwardMa ki ng Sense of Chinabos-
logical Transformation, High Stakes Rebalancing, Geopolitical Rise, & ReS€emrency Dream
economistJohn Mauldin explores these many themas theyrelate to macroeconomics and geo
politics. Itis no secret that China is fairly new to managing capital marketthaindredit expansion
has been explosive in recent yeavghy is this happening? The malinvestment in China is due to
Communist Partgentral planning which is not too different from the arrogancecehtral planners

in theWest, right? US Rating agencies are warning a€ollapse, and thBIS recently stated that
fiexcessive iedit growth in China is signialg an increasing risk of a banking crisis in the next three
yearso Furthermore, just last week, thdF has warned Chinthatits credit growth is unsustainable,
with corporate borrowerstting on$18 trillion in debt,equivalent to about69% of gross domestic
product GDP). Overall debt tadGDP has risen to nearly00%, as seen in thi80-year chart:

China: Total Debt-to-GDP
Fercent af GIFP
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Perhaps one can better appreciatevhy China has accumulated an_enormous amount of gold
(in_addition to being the top producer of gold), and why they would like an SDR_substitution
fund to dump US assets to provide a soft landing for their leveraged econofyFormer OMB
economisDavid Stockmanrefr s t o t he central banksters in
he is #s0 sounding the alarm about tRed Ponzi Schemén China that has created over capacity,
spending binges, wealth creation, asset bubbles and an eveattkalp boom. In addiion to the
above chart he provides ararray of chartghat point to an inevitable default of statened

enterprisesROE) and the need to restructure their debt. And this is coming at the same time that th

RMB has become an integral member of 8i2R! A RECENTarticle also highligts thatpension
funds in China aralsounder extreme pressyr@ue to similar demographics in tNéest that are
severely unddunded and insolventl will cover this topic in more detail in nyext newsletter

One Minute Video: Shocking Real Estate Frenzy in Chinal

To get some idea of theassive real estate bubblan China you have to see this cliy/ang Jianlin,

the richest man in China, made B&3 billion fortunedeveloping huge malls and office complexes.
As seen in this clip the Chinese people are throwing their cashlotal real estate ThisRE frenzy
has also spread RE propertiesn the westernUS and Canada, as Chinese workers hat’ecome
desperate t@rotecbthemselves as they see thisbble burstingand a credit boom implodirttat
theirmonetary politburo has createdComrade Jianlin admits fil don't see a good solution to this
problem @nd the same can be said all over the world, aale@ook at theEuropean Union.
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Debt in the European Unionand Eurozone

More Debt in Europe

Share of GDP

At the left is the new European Central BafdQB) building inFrankfurt, Germany . As a symbol

of excess and loose fiscal spending, the building was estimated to cost@0Qmdillion euro, and
opened its doors iR014costingul.3 billion euros! This is the arrogance of central banksters in the
world. As you can seen the right, since2007, the debt to GDP in the EU and Eurozone has risen
from 60% to nearly90%. This is more evidence that tB#J) i andUS, China and Japai have
merely papered over tli@nancial Crisis of 2008 and are now we all in worse shape.

Despitefiscal malfeasance in the Euroland, a majority of (socialist) citizens have a favorable opinio
of theEU, according to thPew Research Center The latesEurobarometer Poll indicates support

for theEurozoneat a whoppin@2%in Luxembourg and other cagls. Perhaps it is fitting théhe

ECBi s |l ocated just down the street ifthreDeutscee r m
Bank, which is on the brink of collapse. We have been hearing about this for montHsngsdte
gettingcritical in recent daysAs seen heremany are comparingto theLehman collapse ir2008

Deutsche Bank

-
Fuld: "Worst is behind us"

€14.6 Trillion

I £3.0 Trillion:

P prese

DB wantsyouto believe that the worst is behititem, but the financial figures tell a different story.
As seen otthe right, Germany has @DP of (3 trillion; the collectiveEU GDPis aroundil5 trillion,

and the derivatives exposub® has is nearly43 trillion! Newssourcesare reporting thabB has
abouttl18 billion in equity, butdl80 billion indebt; and according to thBIS, the exposure to over
100bankswith Germancounterparty derivativenow totalsmore thani325 billion! Theseare huge
numbers folks. In itune report, theMF saidthaDBwas @At he most | mport
systemic riskso i n t finencialcontdgidrthat wdslg e neanygimpossibies k
to contain. The stress has al r e@hmerzbgnkhasaut t (
nearly 20%of their workforce, merging units and has suspended dividend payments for the rest d
2016 In the following wild clip,Max Keiser compares the German banks to Titanic:
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https://www.rt.com/business/360917-deutsche-bank-lehman-crisis/
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Video: Max Keiser Compares Deutsche Bank to the Titanic

Keiser lambasts the central banksters and predicts bank failures and bamsvaihin the nexi2
months. Many financial analysts are also becoming concerrféaul Singer, Elliot Management
Hedge Fund Manager, has statktthink it's avery dangerous timein the global economy and global
financial markets.'fi T h e s e ma@strdangerolisemarketd have ever withessed in my entire Jif@&

saysMichael PentoofPent o Port f atdi ov&tbaérgi 28yeassio ng D I

Global Shadowvw Banking Assets
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Perhaps whatis making things so dangerous to capital markets and traditional banking is this

chart. What is shadow bankiffg This represents nepank financial intermediariethat are not

subject to bank regulatien In other words, private equity funds, ETF funds, hedge funds, money
market funds, CDS counterparties and so on. Shadow banking is estimat&d ®0 lbdlion today,

and this ishot moneythat can move quickly and collapse markets and industries. Fiflaacial

Crisis in 2008was attributed to shadow banking, and these same players ashoiwgDB stock

and managing other risk§'he Eurozoneis particularly vulnerable ta fiscal/mon&ary shock, and

as Imentioned earlier, the IMF and EU leaders have been stressing the need for a smaller fiscal un{pn
in theEurozone This restructuring could come at the same time as a crisis/reset that would chandf
the weighting of theSDR, and all ofthis aligns with gorophetic matrix that | have outlined in my

book, andl also presented in mMay 2, 2015 newsletterMonetary Reset, SDR & the Ghilst
Financial End GameTheBiblepr edi ct s t he rise of Europe-cernt
44;Rev.17:1223) and the decline of the US, along [
in the Middle Easta Third Temple, cashless@ety and other themes. | wantdonclude with dree

book offer in my conclusion, buturge you to read my previous newsletter as welgldgbal crisis

is drawing near that will force a new world monetary order. The central banksters have created t
mess, and particularly sin@®08 with market distortions and asset price inflatamnseen here.

Fed balance sheet growilh correlates with asset price inflation
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In a debt-based societya central bank must always be producing monetary inflation (an increase in
the quantity of fiat currency) in order to service debt and devalue the currency (the hidden inflatio
tax). Henry Hazlitt, an economist who wrote the clasE@nomics in One Leson said this:

finflation makes it possible for some people to get rich by speculation and windfall instead of by
hard work . It rewards gambling and penalizes thrift . It conceals and encourages waste
and inefficiency in production. It finally tends to demoralize the whole community. It promotes

speculation, gambling, squandering, luxury, envy, resentment, discontent, corruption, crime, and
increasing drift toward more intervention , which may end in dictatorship. 60 Henry Hazlitt

So there you have itAnd that last part is not very encouraging Intervention leads to more inter

vention, and we are getting near the end of this-dabéd society thareates money (currency) out

of debt (bonds).October is a particularlypad montHor financial markets for vasus reasons. This

past week (10/92Murrary Gunn , the head of technical analysis using Elliot Wave principles for
HSBC, i ssued a ARed Al -effrintstocks given theé prine actionmoventleerpast el
few weeks d@lust todaylee Adlerissuedhisii f i ve st ock maoaEHSLENK.as hf( i
Among them arevervaluations, market peaks, slow growth, poor performancg|&l

We are a" volatility traders Government bonds with negative yields
s Denominated in:
In the real world... there are two asset classes... long and short volatility Furo @ Yen @ Other currencies

s trn
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Adler also presentthis chart toillustrate tha a -diiwed rl si f i e stocks and bofdsasl i o
no protection from what investoase facing todayHis POINT is that investors are complacent and
think their portfolio is hedged for volatility, but most portfolios are exposed to-&rontvolatility.
fiUnfortunately, the wie-diversified portfolio (leftside) turns ito the short volatilityconcentrated
portfolio in periods ofxtreme market disruption. @Adler also cautions to steer clear of the bond
ma r Kk €here is reldtively little upside for Treasury prices andmber of legitimate reasons yields
could defy the pattern of the pa36 yearsand actually increase. Accordingly, one looking for true
diversification should consider increasing cash positions, hedging with volatility instruments and/a
options, and addg alternative assets such as precious metals. The current cr edft
began in198Q with rates at 21% on a 20 Note. This has now dropped zero (ZIRP) and even
negative (NIRP), as seen othe chart on the right. Bonds, credit, fixedncome are all at risk, and
Michael Pentorecently made this remark below. Tgiebal bond bubbleis very threatening (worse
than stocks/equities), artlde following article makes several good points that | have included in its
entirety andink below. There is avar on cashandprecious metalsprovides the safest haven:

m Short Volatility, Correlation & Dispersion
m Long Volatility, Correlation & Dispersion

fWhen the bond market breaks, when that bubble bursts, it will wipe out every asset, everything
will collapse together é | mean di amonds, S p o r riicgal looads, sixed mu t u {f |
income, REITts, collaterali zed loan obligations, stocks, bondsi even commoditiesi will collapse
in tandem along with the bond bubble burst . 6 - Michael Pento, Pento Portfolio Strategies
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Unprecedented Global BonBubble Threatens
Holders of CasH

Published: Wednesday, 14 September 2016 | By Stefan Gleasewgoldseek.com

As big as previous real estate and stock market bubbles have been, the current global bubble
in_ government debt dwarfs them all Not only is it far bigger in sizand scope (some $60 trillion
in sovereign bonds now trade globally); it is also unprecedented in character.

> s

The world has rarely seen a bond bull market that is not3fhiyears old but also shows fewigns
of ending. And never before in recorded history have interest rates gotten so low across the boa

low as 0% WRONG! In the current crazed central bamdk climate, yields on cash can mdwelow
zero(ZIRP), and they could stay there for longer than anyone can possibly imddguative rates

I_where lenders pay interest tdorrowersi_are a strangebut-true phenomenon in Japan and
throughout much of Europe.They arenodot confined just to ovfrr
banks. They have spread across the yield curve to afflict the lortgrm bond market as well.

The Fed Is Speaking Warmly A bout Imposing Negative Rates in America

The U.S. Federal Reerve is now contemplating a negative interest raf@IRP) policy even as it
jawbones about raising rates At its August Jackson Hole gathering, Fed officials listened to
economisMarvin Goodfriend make t he case for negative rat ,

"It is only a matter of time before another cyclical downturn calls for aggressive negative nomina

i nterest rate policy, o0 he said. The U. S. eclpnc
Goodfriend suggests the Federal funds raté lveildropped to as low a&%. Goodfriend is no

friend to holders of cash. Not only does he want to penalize saveh& also proposes eliminating

coins and paper notes from circulationrAf t er al |l , i f your bank accfou
holding physical cash under your mattress would give you a higher yiel&o central bankers

would rather see cash be eliminated to prevent you from pulling it out of the bankFed Vice

Chairman Stanley Fischer said in a recgnémberg i Nt er vi ew t hat negat.
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w o r kvhilé he denied that the Fed has any immediate plans to pursue a negative rate policy,
he suresounded favorable to the concept.

There Is Still an Escape Hatch to Sound Money

There is an escape hatch for those who fear being trapped in a negative yield Hegaressets,

including physical precious metals, have no interest rate attached to therRutting aside capital
appreciation qualities, a gold coin with a 0% yield also offers a superior yield to any currency
instrument with a negative rate affixed to it. Gold and silver_are normally seen_as more
attractive forms of cash when cash instrumentgield less than the inflation rate (i.e.negative

real interest rates).But in a negative yield environment, precious metals also have the advantage

of sporting nominally higher yields. Many economists, who assume that markets are efficient and

that investors make rational choices, remain puzzled as to why negative yielding bonds have attractgd
nearly$16 trillion in inflows globally. The standard models for evaluating bonds assume that a bong
must offer at least some nominal yield above cash to mak@ attractive than simply holding cash

itself. Logically, theres h o u bedany@dmand for negative yielding bonds under any circumstance.
Why would investors in a free market wittingly pursue dine losse® And yet, today, there is
enormous demanfor bonds that promise to pay back holders less than the principal they ihviesh. s
important to recognize that negative yields are being imposed on markets by centraMaamks.
institutional investors such as commercial banks, pension funds, and insumce companies are
effectively forced to own government bonds regardless of what they yieldThen, speculators

come in who dondét care about | ogic or sound fJf u
Continuation of this trend seems likely wheve have central banks willing and able to create
unlimited amounts of currency to buy bonds. This trend begets followers, and followers exacerbale
thetrendof t en t o the point @&lan Gieensparohce punita | eXxubely a

Donét B e ttthaGpaernment Bond Market

Bond market speculators can potentially reap capital gains even on bonds that carry negative yielfs.
If future bonds get issued with rates that are even more deeply negative, then the values of all
previously issued bonds wilkeep climbing.

Given that rates in the U.S. are still positive, the bond bubble could get much bigger before it bursig.
U.S. Treasuries with yields of 1286 may be historically lowbut they look fat and juicy to

Japanese and European investors whget literally less than nothing on bonds in their home

markets. In other words, the government bond market still looks like a raging Beflore you go
chasing after capital gains in Treasuries, hjow
low yields. You could subject yourself to massive real losses over time if inflation rates perk up. Eve
nominal capital gains in bonds could prove to be illusory in real te@o$d and silver are premier

assets to hold if you are concerned about neget real interest rates Precious metals markets
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