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Article 1:  

A new source of inspiration 
 
Welcome to the first issue of Prosper!  This will be an important communication platform for me and 
my new business, Louis Boulanger Now Limited, going forward.   
 
We seem to be caught in an epidemic of dysfunctionality within much of society.  How did this happen?  
Well, I would argue that the root cause is deceit.  What we see today is the manifestation of its 
cumulative effects over time.  Would you not agree that there is too much deception and too little 
authenticity in the world? 
 
Make no mistake: these are troubled times.  And I don’t just mean geopolitically, but economically and 
financially as well.  For instance, a number of speculative bubbles are increasingly threatening the very 
fabric and integrity of our global financial system.  To ignore this is to be reckless.  Times of crisis call 
for crisis investing.  How prepared are you and those who rely on you for your prudential judgement?  
 
Prosper! is about the paradox of prudence and our relationship with money today.  The journey starts 
with the realisation that what was once real money has subtly been replaced by an illusion: a highly 
deceptive and persistent illusion.  This is a crucial first step.  It’s like having an epiphany, trust me.  I 
invite you to join me in this eye opening journey of discovery and lift the veil of ignorance that clouds 
our judgement.  Take care and enjoy!   
 

“Do not trust all men, but trust men of worth; the former course is silly, the latter a mark of 
prudence." 
 
- Democritus 
(450 - 370 BC) 
Greek philosopher 

 
 

Please note that all past issues of Prosper! are available Here for your convenience. 
 
 
Article 2:  

The Monetary Tragedy of the 20
th

 Century!  

 
In this inaugural issue, I would like to invite you to take a trip back in time.  I can’t write ‘down memory 
lane’ because I’ve only recently uncovered this information myself.  And I suspect that, like me, you 
were probably kept under the illusion that everything is fine because important facts have continued to 
be carefully concealed from us.  
 
My purpose here is simply to expose some facts about our monetary system and invite you to question 
how we got here and consider that maybe today’s global banking system is stacked precariously like a 
house of cards resting on a false premise.  Not exactly a comforting thought, I know.  But knowledge of 
the truth is better, I think, than ignorance or, worse, being deceived.  After all, don’t they say that 
knowledge is power? 

  
If the American people ever allow private banks to control the issuance of their currencies, first 
by inflation then by deflation, the banks and corporations that will grow up around them will 
deprive the people of all their prosperity until their children will wake up homeless on the 
continent their fathers conquered. 

 
 - Thomas Jefferson 
(1743 - 1826) 
Founding Father and 3

rd
 President of the United States of America (1801-09) 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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Well, guess what?  About 100 years after these wise words were spoken; the American people did 
allow a private bank to control the issuance of their currency.  The US dollar has since then lost 95% or 
so of its purchasing power.  Recently, that same institution decided it was better to no longer let the 
people know exactly how much fiat currency it created out of thin air.  You think I’m making this up?  
Read on.  And the truth, as someone once famously said, shall set you free (should you choose to 
accept it, of course)...   
 

1910:  The Federal Reserve System (the “Fed”) is created in November of that year by seven men who 
met (secretly at the time) for nine days at Jekyll Island, just off the coast of Georgia in the USA.  The 
Fed is a complex quasi-governmental banking system.  The various components of the Fed system 
have differing legal statuses.  The system has many layers and is actually pretty complicated!  
Essentially though, the Federal Reserve Banks, which are the institutions that are given the power to 
issue US currency under the system, are independent and privately owned corporations.   
 

1913:  The Fed, as conceived three years earlier, is established by the Federal Reserve Act, which 
was pushed through Congress just prior to Christmas of that year when most delegates were already 
at home with their families.  It is said that its foundation violates the American Constitution, which 
states that only gold and silver should be considered legal tender.   
 
Federal Reserve Notes (FRNs) were created as part of that legislation and are issued by the Federal 
Reserve Banks, not the Treasury Department as had been the case previously for US Notes.  A 
Federal Reserve Note is legal tender and represents today’s US paper currency.  In circulation today 
are $1, $2, $5, $10, $20, $50 and $100 banknotes or ‘dollar bills’ as we have come to call them.  FRNs 
are fiat currency, which means that they are not redeemable in gold, silver or any other form of lawful 
money.   

 

1914:  The Gold Standard (the monetary system under which there is only one source of notes and 
legal tender and this source is backed by full convertibility to gold) is abandoned by the United 
Kingdom at the beginning of World War One.  Fiat money can from then on be printed to pay for ‘The 
Great War’. 
 
According to Ferdinand Lips, a respected Swiss banker who authored a book entitled Gold Wars and 
who passed away in September last year, all of the bad things happening in the world today can be 
traced back to two specific events: the establishment of the Fed (1913) and the abandonment of the 
Gold Standard (1914).  These have given rise to the most troubling issues of the 20

th
 century and now 

of the 21
st
 century, including political dilemmas, wars, monetary crises, economic emergencies, 

widespread poverty, and racism, the Holocaust, mass migration and terrorism.  All of these things, he 
argued, are overwhelmingly attributable to the above two developments of the early 20

th
 century.  

(http://www.financialsense.com/Experts/2003/Lips.htm)       

 

1922:  A new Gold Exchange Standard is introduced at the Genoa Conference, where representatives 
of 34 countries are convened to speak about monetary economics in the wake of WWI.  This, 
however, was only a partial return to the earlier Gold Standard.  It permitted central banks to keep part 
of their reserves in currencies that were themselves directly exchangeable for gold coins. However, 
citizens under this new standard would not be able to exchange their notes for gold, as had been the 
case under the original Gold Standard.  
 

1929:  The Wall Street Crash, also called ‘The Great Crash’, happens: it starts on the 24th of October 
("Black Thursday") and continues through to the 29th ("Black Tuesday").  Share prices on the New 
York Stock Exchange (NYSE) collapsed and continued their sharp decline until 1932.  

 

1930-33:  The Great Depression closely follows The Great Crash.  To this day, scholars have not 
agreed on the exact causes. Macroeconomists, including Ben Bernanke, the current Chairman of the 
Federal Reserve, have revived the debt-deflation view or, in other words, the view that it was caused 

http://www.financialsense.com/Experts/2003/Lips.htm
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by the Federal Reserve when it cut the money supply by a third from 1930 to 1931.  In fact, this is what 
Ben Bernanke had to say at a dinner celebrating Milton Friedman’s 90

th
 birthday in 2002, (he was then 

already a Governor of the Federal Reserve Board): “Regarding the Great Depression. You're right, we 
did it. We're very sorry. But thanks to you, we won't do it again.” 

 

1933:  Executive Order 6102 was signed by US President Roosevelt on the 5
th
 of April in an attempt to 

address the causes and effects of the Great Depression.  As a result, it became illegal for US citizens 
to hold or own gold.  The government required holders of gold to sell their gold at the prevailing price 
of US$20.67 per ounce. Shortly after this forced sale, the price of gold was raised to US$35 an ounce 
(and remained so until 1971).  Also, Gold Certificates, which had been used from 1882 to 1933 in the 
US as a form of paper currency intended to represent actual gold coinage, ceased to be redeemable 
for gold and it even became illegal for US citizens to possess these notes. 
 

1934:  The Gold Reserve Act was passed by the US Congress which, among other things, established 
the Exchange Stabilization Fund (ESF).  The ESF is a branch of the US Treasury Department which 
manages a portfolio of domestic and foreign currencies for the purpose of foreign exchange 
intervention.  This particular arrangement (as opposed to having the central bank intervene directly) 
allows the US government to influence the exchange rate without affecting the money supply.  All 
operations of the ESF are under the explicit control of the US Secretary of the Treasury, even to this 
day. 

 

1944:  The Bretton Woods Conference, with 730 delegates from 44 nations, was held from 1 July to 22 
July in the US (in Bretton Woods, New Hampshire) where the now famous Bretton Woods 
Agreements, or system of exchange rate management, was set up.  This system has remained in 
place until 1971 (see next date below).   
 
As the Conference convened, the relative dominance of the US economy was undeniable.  As a result, 
what emerged largely reflected US preferences.  It was therefore agreed to adopt a system of fixed 
exchange rates managed by a series of newly created international institutions (including the 
International Monetary Fund (IMF) and what is now the World Bank) using the US dollar as the 
principal ‘reserve currency’.  In effect, the US dollar took over the role that gold had previously played 
under the gold standard.  Effectively, the US dollar, which was the only currency that remained directly 
gold convertible for central banks, became ‘as good as gold’.    
 

1971:  On the 15
th
 of August, to be exact, President Nixon unilaterally cancelled the Bretton Woods 

system and stopped the direct convertibility of the US dollar to gold.  That’s right.  You read this 
correctly.  Let me repeat this: Nixon severed the link to gold.  He did so, amazingly, without consulting 
members of the international monetary system.   
 
Some argue that this was essentially a default.  It was, in fact, the second time the issuer (Federal 
Reserve Banks) defaulted on payment: firstly, in 1933, when the Fed’s Gold Certificates were rendered 
no longer redeemable for gold at US$20 per ounce and this time, on the promise to redeem Federal 
Reserve Notes at US$35 an ounce of gold.  What’s the difference between $35 worth of Federal 
Reserve Notes redeemable for an ounce of gold and a $35 worth of Federal Reserve Notes that are 
not redeemable in gold, I hear you ask?  Well, which one would you now prefer to hold if you had the 
choice? 
 

1987:  Black Monday.  A global share market crash occurred on 19 October of that year.  You probably 
remember that one!  A certain degree of mystery is still associated with the 1987 crash.  Many have 
noted that no major news or events occurred prior to the Monday of the crash, the decline seeming to 
have come from nowhere.  To this day, the most popular explanation for the 1987 crash is selling by 
‘program traders’.  Program trading is the use of computers to engage in arbitrage and portfolio 
insurance strategies.  Some argue that with the rapid growth of the hedge fund industry, such systemic 
risks are now much greater than they were in 1987.    
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1988:  Executive Order 12631 was signed by President Reagan on 18 March to establish a Working 
Group on Financial Markets.  A what?  A group designed to apparently ensure there is not another 
share market crash like in October 1987.  This ‘Plunge Protection Team’, as it is nicknamed, includes 
the Secretary of the Treasury (the Chairman of the Working Group), the Chairman of the Federal 
Reserve, the Chairman of the Securities and Exchange Commission and the Chairman of the 
Commodity Futures Trading Commission.   
 
Ben Bernanke, the current Chairman of the Federal Reserve, has publicly admitted that he is part of 
this group and that it still meets.  But, when questioned on the matter by Congressman Ron Paul 
during recent House Financial Committee hearings, he could not say whether minutes of such 
meetings were available to the Committee!  If so, that is, if some highly influential and powerful people 
have the authority to secretly interfere (and I do not use the word lightly) with the ‘free market’ for 
stocks, then what does that say about the market?   

 

1994:  In December (the so-called ‘December Mistake’), we have the Mexican peso financial crisis.  
The ESF (remember 1934?), the IMF and the Bank for International Settlements (BIS) – the latter 
being a sort of central bank of central banks – all come to the rescue in January 1995, soon after 
Robert Rubin is sworn in as the new US Secretary of Treasury.  Why was the ESF involved?  Mexico is 
not the US.  True, but since the Bretton Woods system and the Gold Standard collapsed in 1971, the 
US dollar was now in the unique situation of being both a fiat currency and a reserve currency for the 
‘world’ (defined as all oil purchasers and sellers, who cannot purchase or sell oil without acquiring any 
US$s).   
 
This so-called ‘dollar hegemony’ meant that the management of the US dollar no longer affected only 
the US economy but all economies.  In order to prevent ‘global contagion’, a phenomenon now feared 
by central bankers when a financial crisis of some importance occurs somewhere in the world, 
authorities in Washington (US Treasury, IMF and World Bank) now feel they must intervene and 
cannot simply stand by.  This was again demonstrated with the Asian financial crisis in 1997. 
 

1998:  The contagion effect that was feared during the Mexican crisis (but which did not then 
materialize), did so in the fall of 1998 after the Russian government defaulted on its government 
bonds.  “From its beginnings in Thailand, the (Asian financial crisis) contagion spread violently and 
inexorably”, Rubin wrote in his excellent book In an Uncertain World.  Rubin again: “Russia’s default 
had triggered a chain of events in financial markets that ended up threatening the solvency of a huge 
hedge fund in the US, Long-Term Capital Management (LTCM), whose failure many feared could 
significantly exacerbate the stresses on the US markets”.  This prompted a now well-known bail-out of 
US$3.6 billion by the banks, organized by the Fed.   

 

1999:  The Euro is born.  The Euro is now the official currency of the European Union, also known as 
the Euro zone.  The Euro is managed and administered by the Frankfurt based European Central Bank 
(ECB) and the European System of Central Banks (ESCB) (composed of the central banks of its 
member states).  As an independent central bank, the ECB has sole authority to set monetary policy.  
The ECB (unlike the Fed in the US) does not have as a second objective to sustain growth and 
employment.  The Euro is already in the process of becoming the second major global reserve 
currency after the US dollar.  
 

 
There.  We’ve made it to the 21

st
 Century!  But the tragedy is far from over...  I hope we are 

approaching a climax, which should lead to some sort of resolution, but what kind exactly?  Here are 
two final points I want to make before I finish, as I believe they are important signs of where we’re 
heading.  

 

M3:  Something strange happened on 23 March 2006: the Fed stopped publishing M3.  What is M3? 
M3 is the Fed’s broadest measure of money. The Fed claims that M3 does not convey any extra 
information about the economy that is not already embodied in the narrower M2 measure, so it is not 
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worth the cost collecting it.  The following reaction came, from no less than the Economist magazine, in 
its 23 March 2006 edition: “It is true that the two Ms move in step for much of the time, but there have 
been big divergences. During the late 1990s equity bubble, for example, M3 grew faster; over the past 
year, M3 has grown nearly twice as fast as M2. So it looks odd to claim that M3 does not tell us 
anything different. The Fed is really saying that it doesn't believe money matters.”  How true!   
 
So why has the Fed stopped publishing M3?  Well, for one thing, it was beginning to look pretty bad 
and frighteningly like there was a credit bubble.  As of 16 March 2006, M3 was US$10.34 trillion.  
That’s actually 10,340,000,000,000 or 10.34 million millions of US dollars in circulation...  That’s a lot of 
zeros!  Ronald Reagan once tried to illustrate how big this otherwise incomprehensible figure of one 
trillion dollars was.  This is the best he came up with, as he said, which I think is pretty descriptive: “If 
you had a stack of thousand-dollar bills in your hand only 4 inches high, you'd be a millionaire. A trillion 
dollars would be a stack of thousand-dollar bills 67 miles high”.  And he was then commenting on the 
size of the debt, not the money supply! 
 

Debt:  Borrowing money today is so easy; it seems banks and other lending institutions are bending 
over backward to lend you more money.  But, wait a minute, what kind of money?  Fiat money, of 
course!  Low-income families, especially, are more and more subject to predatory lending: payday 
loans, car loans, sub prime mortgage lending, etc. all of which are growing rapidly in the current 
climate of financial distress.   You don’t even need to make a down payment to buy a house any 
more... and they’re now coming up with ridiculous ideas like 50-year mortgages to help those who can’t 
otherwise afford to buy a house!  The banking/financial system needs more and more debt to survive.  
 
In the Empire of Debt, the US that is, the public debt is now US$8.54 trillion!  That’s more than 
US$60,000 per head of the US working population.  But consumers have their own debt to deal with 
too: in the US, consumer debt was a staggering US$11.5 trillion at the end of 2005, which represented 
even then (it’s probably worse now) more than 100% of their disposable income.  The situation is so 
bad that recently, Professor Laurence Kotlikoff (working for the Fed), argued the US is heading for 
bankruptcy. That’s right, bankruptcy.  The US!  His paper's extraordinary claim contends that the 
ballooning annual budget deficits (in combination with expected annual increases in Social Security 
and Medicare benefits) could send the US government into financial insolvency... 
(http://people.bu.edu/kotlikoff/)  
 
Why complain about the level of debt in the US?  New Zealand is actually not much better than the US.  
But what happens here does not have a ripple effect anywhere, whereas if a financial or economic 
bubble (like the current credit bubble) bursts in the US we all suffer the consequences.  Ask yourself 
this question: is the party over?  If you think so, then don’t just stand there.  Act sensibly and at the 
very least don’t borrow any more money.  Better still; get out of debt altogether if you can!    
 

“Greater than the force of mighty armies is the power of an idea whose time has come.” 
- Victor Hugo 
(1802-1885) 
French novelist 
 

  
 
 

http://people.bu.edu/kotlikoff/

