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"The blowup of the bond and stock markets later this year will put to a gloomy rest the ludicrous 

notion that America has been enjoying a great economic boom. Itôs actually been an  

engineered hallucination, thanks to the global monetary authorities." 

-  James Howard Kunstler, Author & Political Philosopher 

"In my view, investors should seriously consider the prospect of a market decline on the  

order of -65% from the recent market highs, and their capacity to tolerate that sort of loss." 

- John Hussman, Economist (Predicted 2008 Crash)  

"Perhaps the bizarre phenomenon that older workers are entering the workforce at levels  

never seen before, has something to do with the fact that wages are stagnant." 

- Andrew Van Dam, Washington Post/US Labor Dept. 

"Figures often beguile me, particularly when I have the arranging of them myself.   

There are three kinds of lies: lies, damned lies and statistics." 

- Mark Twain (Quoting Benjamin Disraeli)  

 ñPeak gold is the new reality in the gold business with reserves now being mined  

much faster than they are being replaced.ò 

- Rudy Fronk, Chairman and CEO, Seabridge Gold 

 

Greetings to All,  
 

Recently, I came across a study by the Bureau of Labor Statistics that Americans spend only 16 

minutes per day reading compared to 166 minutes watching TV .  This confirms Neil Postman's book, 

Amusing Ourselves to Death, that we have gone "from a print-based epistemology to a media-based 

epistemology."  In other words, entertainment has replaced serious study and thinking on matters these 

days.  On average, I spend around 300 minutes per day researching our daily news cycle.  I have to 

know.  I have to know my facts.  It is an occupational hazard for me.  It is a fulltime job to sort out all 

of the economic deceptions, damned lies and statistics that we are bombarded with every day.  In this 

edition we will look at hard data, facts and charts that expose "the ludicrous notion" that the US is in 

an economic recovery along with the issue of petrodollar warfare  and how the precious metals 

sector is worthy of our attention.   But first, a word about Trump's foolish tariffs and trade wars.            

https://www.cnsnews.com/news/article/terence-p-jeffrey/americans-read-average-168-minutes-day
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The Thucydides Trap & Trump 's Trade Wars 
 

 
 

What is the Thucydides Trap you ask?  This phrase was coined by Establishment Harvard Professor 

Allison Graham (CFR/TC) in the late 1970s who postulated that war between a rising power and an 

established power is inevitable.  Thucydides was a military historian who wrote that, "It was the rise 

of Athens, and the fear that this instilled in Sparta, that made war inevitable" (The History of the 

Peloponnesian War).  The "trap" today is the rise of China.  The US is the established power that is 

desperately trying to maintain the status quo, and as the chart above demonstrates, trade imbalances 

can lead to a financial/economic crisis and then to currency wars, trade wars and eventually to war.   

 

Is this what we want?  I don't think so, but The Donald is a loose cannon on the deck.  In the short 

clip below, Stockman highlights that trade imbalances are not a result of "bad trade deals" and nations 

abusing the US.   The US has been abusing the world with the USD standard that allows the US to run 

trade deficits without consequence.  This is a Fed issue, not a trade issue.   Short clip below:    
 

David Stockman:  Trump's Abs urd, Dangerous & Stupid Policies  
 

It is too bad that Stockman is not Trump's new economic advisor instead of former Fed employee 

Larry Kudlow .  Why do nations impose tariffs (taxes) on imports?  To make them expensive and 

eventually (in theory) this will incentivize consumers to prefer domestic industries.  It is financial 

social engineering.  Only economically weak nations do this.  This theory also suggests that new corp 

profits domestically will also enhance tax revenues.  What if consumers still choose foreign goods?  

They will pay more (like a tax) and other nations will punish our industries on top if it (think about 

distressed farms in the US being hit with all this - the very supporters of Trump!).  Very stupid. 
 

Peter Schiff:  Trump's Misguided Tariffs & Trade Wars  
 

Peter Schiff (above clip) clarifies the real issue, which is low US production, unskilled workers and a 

global economy.  The US had an advantage after WWII , but no more.  The average tariff has been 

around 2% (China is down to 3% from 30%), but now we want to start a trade war that is already 

becoming a currency war!  I will have more to say on this issue as we go forward.  In the meantime, it 

is imperative to address all of the economic and financial deceptions being thrown at us daily.   

https://en.wikipedia.org/wiki/Thucydides
https://www.zerohedge.com/news/2018-07-11/trumps-bite-may-be-worse-his-bark-stockman-slams-absurd-dangerous-stupid-policies
https://www.youtube.com/watch?v=YAxwx42JAoI
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If Everything is so Awesome, Why These Charts? 
 

    
"Oh, what a tangled web we weave when first we practice to deceive!"  ï Sir Walter Scott 

 

Not a day goes by that we are not being told that we are in a robust economic recovery. And I 

don't buy it. Just today, a new study by the Economic Cycle Research Institute reveals that consumer 

spending is at a 4.5 year low, (see chart) and this is even before punitive trade tariffs! Fully 70% of our 

economy is consumer spending, and this proves what I have been saying for months.  The velocity of 

money (exchanging hands) is at 1929 Depression levels.  Does that look like a "great comeback?"  

Things were better at the beginning of Obama's second term in 2013, but this does not stop the 

narrative.  As we see in this chart, since Trump  won the election, the soft data for upbeat economic 

themes (opinion polls, expectations, etc.) is not supported by the hard data (facts and figures). 

 

 
 

In fact, as Tyler Durden explains, we are right back to the election in November 2016.   "Turn on 

the TV or spend any time on Twitter and you will be comfortably, numbly, reassured that everything is 

awesome - stocks are up (well FANGs are up), confidence is up (as is credit card debt), and the 

economy is "SOARING" (as long as you don't pay attention to the weakness in income growth).  

However, reality  is that the so-called economic data that the mainstream relies upon is 'soft' survey-

based perceptions skewed by 'hope' and 'expectations', but 'hard' real economic data continues to 

languish awkwardly unchanged from the start of President Trump's reign."  Read more HERE. 

 

So, there you have it friends.  Fake news is not just political  these days, and this is only going to get 

worse as we suffer all of the mid-term election drama from here until November.  

https://www.financialsense.com/danielle-park/ecri-stealth-slowdown-unfolding-well-trade-tariffs
https://www.zerohedge.com/news/2018-07-10/us-closer-recession-you-think
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Institutional Investors: Prepping for a Crash? 
 

  
 

Tyler Durden provides us again with more hard economic data for consideration. The chart on 

the left indicates how much hedging Wall Street is doing (very high).  The chart on the right further 

indicates that this hedging compared to the volatility (VIX Index) is extreme!  He says, "Generally, a 

rise in skew indicates that 'crash protection' is in demand among institutional investors 

(institutional/professional investors are the biggest traders in SPX options).... Basically what a 'low 

VIX/high skew' combination is saying is: 'the market overall is complacent, but big investors perceive 

far more tail risk than usual....Investors are starting to get more bearish than a year ago; theyôre 

worried about a variety of risks such as rising rates and trade wars.  Leaving us wondering, if 

everything is so awesome? Stocks soaring (well FANGs soaring), GDP expectations soaring, 

confidence soaring, why is the yield curve collapsing and why are professional investors scrambling 

to buy protection against a crash in equity and/or credit markets?  Yes, what do the pros know?   

 

Now, just to be clear, I did support Trump as a disrupter of the status quo.  But we are in the 

longest bubble expansion in history and long overdue for a "correction" (collapse or worse). I wrote 

about an inverted yield curve last time (when short/long-term rates flip), and this is one of the most 

accurate indicators of a sharp recession as seen in this 35-year chart.  It has never been wrong, and it 

is now at our doorstep.  It is in this tricky environment that the Fed is actually trying to raise interest 

rates and unload billions in toxic debt!  The stock market is about to meet some economic reality!       

   

  

https://www.zerohedge.com/news/2018-07-18/if-everythings-so-awesome-why-are-investors-paying-so-much-crash-protection
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Jim Rickards says that the Fed is on a collision course.  The Fed is bluffing about raising rates in 

the fall and will have to reverse course because we have economic weakness, not strength!!  
 

"The Fed knows a recession will happen sooner rather than later and is desperate to 
acquire some  dry powder  (in the form of higher rates and a reduced balance sheet) so it can 
deploy rate cuts and QE when the time comes. The problem, of course, is that by pursuing these 

policies, the Fed will cause the recession it is preparing to cur e. The single most important factor in 
my analysis is that when the Fed realizes its mistake of tightening into economic weakness , it 

will have to turn on a dime and shift to an easing policy.... When that happens, the dollar will  
crash and alternative cur rencies such as gold, silver and the euro will soar ." 

 

Based on what has been said so far I want to make a prediction. We are heading for a steep market 

crash by the end of this year.  Economist John Hussman predicted the crash in 2008, and he now 

predicts a market decline of 65%,...or more!!   You can read his sobering analysis HERE.  I will 

comment more on this later and also the prospects for gold and silver soaring in this scenario.     
 

  
 

As we all know, Donald Trump has been bragging about the stock market ever since he got into 

office.  Now things are about to change. Dan Kurz with DK Analytics says that Trump will be 

remembered as Herbert Hoover (who started tariff/trade wars during the Great Depression).  Kurz 

concludes his article this way: "The US governmentôs reckless fiscal policy [will] be even more 

exposed in a GDP-pummeling trade war ð we are already way overdue for a recession amidst a 

historically weak, productivity-waning, debt-encumbered, artificial recovery.  Huge US commitments, 

political calculations, and a fiat currency could result in unprecedented amounts of dollar printing.  

This suggests that the buck will be sacrificed in a tactical attempt to protect money center bank balance 

sheets (and the Fed itself) from ñvaluation meltdownsò and to meet ñnominal dollar commitmentsò of a 

strategic nature.  Monetization of debt would become permanent and be expanded upon.   Against this 

backdrop, it is hard to imagine a secularly more bullish case for undervalued precious metals and 

a more opportune time to reduce exposure to massively overvalued bonds and stocks."  In the 

meantime, retail investors are way too complacent.  As mentioned earlier (p. 3), the VIX Index  is low 

and risk is extremely high.  As seen here, we are right back at the point when stocks fell 1,600 points 

on February 5th, 2018.  And just so you know, a 65% drop on the Dow would be 16,000 points......   
 

 

https://www.zerohedge.com/news/2018-07-24/fed-collision-course
https://www.zerohedge.com/news/2018-07-18/macquarie-fed-will-halt-its-balance-sheet-reduction-3-6-months
https://www.hussmanfunds.com/comment/mc180627/
https://www.zerohedge.com/news/2018-07-05/trump-good-bad-ugly-hooverism-revisited
https://dkanalytics.com/dk-analytics-post-26-trumps-state-union-us-greatness-financed-debt/
http://www.europac.com/commentaries/trump_%E2%80%9Cvictories%E2%80%9D_trade_are_anything
https://dkanalytics.com/wp-content/uploads/2018/03/DK-Analytics-post-32-Will-the-Feds-0.9-balance-sheet-limit-QT-3_13_18-6.pdf
https://mises.org/wire/no-fed-doesnt-have-plan-yes-fed-really-monetizing-government-debt
https://dkanalytics.com/wp-content/uploads/2018/05/DK-Analytics-Post-39-Silver-to-outshine-gold-post-reset-5_31_18.pdf
https://dkanalytics.com/wp-content/uploads/2018/03/Eye-of-storm-themes-March-6-2018-10.pdf
https://dkanalytics.com/wp-content/uploads/2018/01/DK-Analytics-post-25-Interest-rate-impact-on-SP-500-valuation-energy-disconnect-01_17_18.pdf
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Hard Economic Data & Consumer Confidence 
 

   
 

My favorite saying is that an optimist is one who does not know all the facts.  Whenever I hear the 

word confidence in the media I think of ignorance.  Maybe we should call it the Consumer Ignorance 

Index?  I splendid example is above.  Whenever consumer confidence has been the highest, and 

savings have been the lowest...we plunge into an economic/financial crisis as in 2000, 2008 and the 

current reading today.  Despite all this confidence (soft data) the new normal is record consumer debt, 

student loans, low savings, struggling retirees, marginal employment, flat wages and food stamps. As 

seen below, most of the jobs in June were part-time (summer jobs for kids, travel, etc).     
 

   
 

What has been going unreported, is the fact that there is a sharp increase in people 85 and older who 

are being forced to work.  Look at this "bizarre phenomenon" as one writer put it!  The new normal is 

work until you die.  According to the Employee Benefit Research Institute most babyboomers will not 

have enough for retirement (in all wealth categories), and they better not be looking to their kids for 

any relief.  Only a third of Millennials  have retirement accounts, and the rest have nothing put aside!  

In addition, as seen below and reported HERE, most are debt-slaves for the rest of their lives. 
 

     

https://www.zerohedge.com/news/2018-07-06/record-number-85-year-olds-are-working-while-twentysomethings-stay-home
https://www.zerohedge.com/news/2018-07-18/end-america-optimists-perspective
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But hope springs eternal for the youngsters.  A recent BankRate survey asked Millennials  (18-37), 

what would be an ideal age to retire and the majority said 61.  Uh huh. Many in this demographic also 

said they expect to be millionaires, which very well might happen if this progressive generation 

succeeds in producing Venezuela-style inflation in the US!  Hard economic data indicates that the 

price of college tuition has risen 9% each year since 1965, and exploded in 2008 with Sallie Mae.  

Student loan debt (which is non-dischargable) is now the largest debt pyramid in the US with 44 

million  snowflakes stuck with $1.6 trillion in debt according to www.collegedebt.com.  These kids 

might be confident about their early retirement, but there are no jobs to be had.  According to Robert 

Reich, the only "jobs program" in the US, and largest employer, is the US military .   
 

Hard Economic Data & Flat US Wage Growth!  
 

 

   
 

Now comes the painful truth about the non-economic recovery.  As I often state, wages have been 

flat for ten years+ (unless you are in the top 5%).  The chart to the left shows wage "expectations" 

since Trump , but YOY  the net gain has been 88 cents.  The other chart reveals that in the past year 

the Consumer Price Index (inflation courtesy of the Fed) actually caused nominal wages to drop by 

.13%.  These are not figures to be bragging about, unless you keep raising "expectations" (green lines) 

while the hard economic data keeps pounding your wallet.  This study also indicates that spending 

has grown faster than income for the 29th straight month.  Good thing for credit cards, huh?    
 

   
 

According to the OECD (left), the US has the worst "wealth inequailty" in the world.  This means 

that our rigged US economy is only rewarding the wealthy, and this is fertile ground for social unrest.  

Since 2008 (right), we have become a nation of renters with home ownership at a 50 year low.  And 

the present housing bubble is going to burst along with the obvious stock market bubble.     

https://www.zerohedge.com/news/2018-07-18/end-america-optimists-perspective
www.collegedebt.com
https://www.zerohedge.com/news/2018-07-13/mcmaken-military-jobs-program-immigrants-many-others
https://www.zerohedge.com/news/2018-07-13/mcmaken-military-jobs-program-immigrants-many-others
https://www.zerohedge.com/news/2018-07-12/sorry-america-hope-income-growth-collapse-wages-stagnate-second-month-row
https://wolfstreet.com/2018/07/12/but-who-pays-the-price-of-all-this-inflation/
https://www.zerohedge.com/news/2018-06-29/american-spending-grows-faster-income-29th-straight-month
https://www.zerohedge.com/news/2018-07-13/new-report-warns-unprecedented-wage-stagnation-oecd-countries

