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Fiscal Cliffs, Debt Ceilings and Fiat Money 

By Louis Boulanger 

 

“There is tragedy in the world because men contrive, out of nothings, tragedies that are totally 

unnecessary – which means that men are frivolous.” 

~ Henry de Montherlant, (1895 – 1972), French essayist, novelist and one of the leading French 

dramatists of the twentieth century; above taken from his book La Rose de Sable.  

∫∫∫∫∫∫ 

Here we are, perilously close to that fatidic date of the Mayan calendar.  How do you feel knowing 

that, come 21 December, it could be the end of the world as we know it?  Uncertainty in all matters, 

not just financial and monetary, seems to be peaking.  Is uncertainty the new bubble?  Is that what is 

going to burst come the end of 2002?  Hummm...   

When Jacques Rueff penned the following as part of his prologue for The Monetary Sin of the West 

in 1972, it is clear he foresaw even then that the new fiat dollar based global monetary system that 

had just been born in sin may well enjoy a longer life than anyone could envisage within reason:  

“The art of monetary expedients has been refined to such a point over the last ten years that 

no one can predict what artificial devices can be generated by the fertile minds of experts.” 

Indeed, here we are 40 years later and we are still operating globally under an unprecedented fiat 

only monetary regime, thanks to the endless innovations and refinements in the ‘art’ of deception 

by our high priests of monetary trickery and thanks to the collaboration of the investment industry 

in a sustained state of collective cognitive dissonance.  There could not be, in my view, any greater 

human tragedy than that which we must now experience as a civilisation and this is all as a result of 

some men having contrived money out of nothing and humanity going along with it for so long! 

The ‘art’ which Rueff refers to in the quote above now passes for science.  But in truth the field of 

study called economics is more of the domain of philosophy than that of science.  Its transformation 

into a dubious science may well have been our demise as a civilisation.  There is simply too much 

uncertainty with respect to human actions to even pretend to capture the aggregate economic 

effect of all of those actions with measures like GDP.  Worse still, is the unbearably arrogant attitude 

that future economic actions can be controlled by central planning and measured elastically! 

We’ve been living in Bubbleland for such a long time that we can no longer remember what life was 

like before the arrival of Trustusweknowwhatwearedoingland.  By now our society has become so 

addicted to the sugar coated false reality painted for so long by all these imposters pretending to be 
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monetary scientists and able to solve the problems they themselves created, that the possibility that 

humanity has been conned for so long by such ‘artists’ is simply too hard to accept for too many who 

still depend on the very survival of a system that is now clearly doomed to fail.   

Yes, I’m afraid that’s why we can expect Yeswecanland and Nojailforthebankstersland to prevail for 

quite some time to come and for as long as the governors of this new reality can get away with it by 

making sure that the punchbowl is never taken away.  Our salvation from this evil lies in consciously 

exercising our free will: in other words, waking up!  Only once it is realised by a sufficient number of 

market participants that the price discovery process has been highjacked will we even begin to see 

the emergence of a truer picture of the actual state of our financial markets.  

After all, all financial assets are simply claims on future cash flows of varying degrees of certainty.  As 

such, their true value fundamentally depends on not only uncertainty about the future, but also on 

the time value of the fiat money or currencies in which all these assets happen to be denominated.  

Their price, on the other hand, is based on what are the prevailing beliefs of market participants with 

respect to those two fundamental concepts: uncertainty and time value of money. 

Quite correctly, John Butler points out in his book, The Golden Revolution – How to Prepare for the 

Coming Gold Standard, that: “Under a fiat currency standard, with legal tender laws enforcing its use 

and central banks setting interest rates, there is no free market in money.”  Well, as it happens, this 

is the crux of the problem (leaving aside uncertainty for the moment).  Today, all financial assets are 

denominated in fiat money.  This conveniently leaves all market participants at the mercy of central 

planners who are in a position to dictate what the time value of that money (in which the financial 

assets are denominated) is.  

Time value of money, or interest, happens to be the central concept in finance theory.  So how it is 

actually determined is not to be dismissed as trivial or without consequences.  Under the current fiat 

currency standard we must all endure for the time being, interest rates are artificially suppressed by 

central banks by any means possible to ensure sovereign governments can continue to service their 

debt.  This is because that debt (let us not be distracted by all the unfunded debt or liabilities) is fully 

securitised and has by now reached the infamous category of too big to fail as a financial asset.   

You see, while there has not been a free market in money itself for quite some time now, there are 

millions of market participants who are still willing to risk the purchasing power of their hard earned 

savings in a financial system which is based on fiat money whose value is in fact uncertain to say the 

least.  This includes at the core those very same sovereign government debt securities which are 

assumed to be ‘risk free’ or to have no risk of financial loss.  Henry de Montherlant was right: men 

are frivolous! 

As I write (4th of December), the US federal government debt which is subject to the ‘debt ceiling’ 

(you gotta love how they come up with these names, which are in effect tools of deceit!) stands at 

US$16.3 trillion.  The debt ceiling itself is US$16.4 trillion, as was set back in August of last year when 

a deal was finally struck in the House of Representatives.  By the time this gets published (the 15th of 

December), the US Congress will have closed for business for the year.  This leaves very little time for 

much to do... or will it be early next year when the political circus comes back to mainstream media?  
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Meanwhile, we are getting closer and closer to the other man-made or contrived tragedy of the day, 

the so-called ‘fiscal cliff’ in the US.  It certainly looks like the proverbial can may be kicked yet again 

down the road at the last minute or, as Rueff might say: the art of fiscal expedients has been refined 

to such a point that politicians will come up with just the right device or excuse to buy more time...  

In any event, all this leaves us with uncertainty to deal with; in fact, a very high level of uncertainty.  

For sure, we cannot eliminate uncertainty from our lives.  But I would argue that much of today’s 

uncertainty can be attributed to not having had a reliable measure or standard of measure for the 

value of money for quite some time.  Indeed, how can we be certain of anything financial if the unit 

of measure used for all valuations is without definition? 

To conclude, and remembering what insight into the real world could be derived after Heisenberg 

postulated the uncertainty principle – that the act of observation itself determines what is and isn’t 

observed, I would now like to posit the following: that as more and more market participants choose 

to consciously observe the market and act accordingly, the day will come when fiat abuse will finally 

be seen for what it is and end.  The golden constant will rise from the ashes and we will from then 

on only have those other and inevitable uncertainties of life to deal with! 

 


