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Article 1:  

Truth and the Black Swan 
 
Let’s not kid ourselves; we simply do not know what will happen next.  We can postulate, even 
pontificate; but we simply don’t know what we don’t know!  We can hide behind the illusion that we 
think we know what’s coming, either because we believe what others think or we think we know better.   
Let’s face it: we probably don’t even know what’s really going on right now...      
 
Hey, don’t get me wrong.  I engage in some serious postulating myself.  I also confess to actually 
enjoying doing so.  But I’m a fallibilist; I recognise that because my knowledge can be revised by 
further observation, any of the things I believe to be true now may later turn out to be false... So what 
good is knowledge if it’s not true?  Or are we just confused between knowledge and beliefs?   
 
Knowledge is a funny thing.  Well, what is it exactly?  This question is several millennia old, and among 
the most prominent in epistemology - a branch of philosophy that studies the nature and scope of 
knowledge and belief.  Knowledge implies belief.  But belief does not imply truth.  If you believe 
something, you think that it is true; but you may be mistaken.  This is not the case with knowledge.   
 
For example, suppose that you think that a particular bridge is safe and so you attempt to cross it.  
Unfortunately, the bridge collapses under your weight.  We might say that you believed that the bridge 
was safe, but also that your belief was mistaken.  It would not be accurate to say that you knew that 
the bridge was safe, because plainly it was not.  So for something to count as knowledge, it must 
actually be true. 
 
But can we handle the truth?  In our lifetime, we sure end up learning a lot of stuff.  But how much of 
that stuff is actually true?  How much of what we think we know is knowledge?  For instance, don’t we 
tend to go to extraordinary lengths to justify an opinion we’ve had for a while just because it’s our 
opinion?  Or don’t we tend to blindly accept theories and make decisions accordingly, forgetting that 
the theory itself may be based on a very crude simplification of reality?  Don’t we prefer to do all that 
than to face the truth: our fallibility?   
 
We concentrate on things we already know and time and time again fail to take into consideration what 
we do not know.  We fool ourselves into thinking that we know more than we actually do.  We restrict 
much of our learning it seems to the irrelevant and inconsequential, while large events continue to 
surprise us and shape our world.  
 
‘Antiknowledge’ or what we do not know is what Nassim Nicholas Taleb’s latest book, The Black Swan, 
is focused on.  Taleb defines a ‘Black Swan’ as a highly improbable event with three principal 
characteristics: 
 

 It is unpredictable; 

 It carries a massive or extreme impact; and  

 After the fact, we concoct an explanation that makes it appear less random, and more 
predictable, than it was. 

 
Taleb’s agenda in his book is to “stand conventional wisdom on its head and show how inapplicable it 
is to our modern, complex, and increasingly recursive environment.  By ‘recursive’, Taleb means that 
“the world in which we live has an increasing number of feedback loops, causing events to be the 
cause of more events, thus generating snowballs and arbitrary and unpredictable planet-wide winner-
take-all effects.  He argues that “we live in an environment where information flows too rapidly, 
accelerating such epidemics”, because our intuitions are based on earlier environments with simpler 
causes and effects and slowly moving information when socioeconomic life was far simpler. 
 
Taleb sticks his neck out and boldly claims that “our world is dominated by the extreme, the unknown, 
and the very improbable (improbable according to our current knowledge) all the while we spend our 
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time engaged in small talk, focusing on the known, and the repeated”.  He implies that there is a need 
to use the extreme event as the starting point and not treat it as an exception to be pushed under the 
rug or, more accurately, outside the ‘bell curve’ (which he calls, by the way, the Great Intellectual 
Fraud!) and continue to pretend we have tamed uncertainty...  
 
Black Swan logic makes what we don’t know far more relevant than what we do know.  Google was a 
Black Swan; so was 9/11.  What, when and where will be the next one?  Nobody knows.  And that’s 
the truth! 
 
 

“We are here and it is now: further than that, all human knowledge is moonshine.” 
 
-H. L. Mencken 
(1880-1956) 
Social critic and freethinker, known as the "Sage of Baltimore" and the "American Nietzsche" 
  
 

I used to spend most of my professional life analyzing the past and making assumptions about the 
future, as I guess most actuaries do.  It’s part of the training and so, the practice sticks over time.  But 
wait a minute; what about the present?  Oh well, ‘now’ is but a moment in time, right?  Or so we have 
habitually come to think.  Well, apparently it’s not.  I now know this to be true from my own personal 
experience.  The present is actually all there is and all there will ever be.   
 
What a relief!  Unless, of course, we start judging the present and wish it was different or somehow 
ignore it or pretend that it’s something else just passing through and that it will eventually go away...  
Recognize this?  We do it all the time, don’t we?  I sure as hell still find it hard not to.  But I am aware 
of it when I do and so, I realise more and more that I am a mere actor in a play and all I can and 
should do is play my role and not try to or pretend that I can rewrite the play.  And that’s a relief! 
 
 

“Whatever the present moment contains, accept it as if you had chosen it.  Always work with it, 
not against it.  Make it your friend and ally, not your enemy.  This will miraculously transform 
your whole life.” 
 
- Eckhart Tolle 
(1948 - ) 
German mystic; contemporary spiritual teacher; author of “The Power of Now” 
 
  

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

 
 
Article 2:  

The Global ‘War on Terror’ & Your Wealth 
 
Are you under the impression that there is a global war going on?  Is the so-called ‘War on Terror’ not 
a global war?  If so, does that mean we are well into what could become known as World War III?   
 
I was not around when WWI started or when WWII started.  I have no idea how it was experienced by 
people living in the world then, as and when it all started.  But I suspect it was pretty gradual and it is 
only over time that it escalated into a truly global conflict of devastating proportions.  As from when 
exactly did they start calling it World War I or World War II, I don’t know.  But it is not too difficult to 
imagine that it was not until much later after it all began. 
 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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If we are in the early stages of what may soon become known as WWIII, what are we doing about it?  
For one thing, investments that perform well in times of war are not exactly the same as those that do 
well in peace time.  When you watch the news or read the paper, do you get a sense that the world is 
at peace or at war?  Has the world situation got any better since the tragic events that took place in the 
US on September 11, now more than five years ago?  Are there any winners and losers? 
 
The global ‘War on Terror’ was declared by President Bush on that very same day; actually, just hours 
after the Black Swan had occurred.  Rather than trying to understand why such a catastrophic and 
unpredictable event could have occurred on US soil, for the very first time, and address its root causes, 
the so-called Leader of the Free World declared war!  Funny that; I always thought that it was the 
aggressor that declared war, not the attacked...  
 

“To continue making the argument that 9/11 terrorists attacked us because they “hate freedom” 
is to underestimate the resolve of Americans to discover the truth behind the lies and 
deceptions of a failed Middle East policy.” 
 
- Ron Paul 
(1935- ) 
US Congressman, obstetrician (MD) and a 2008 presidential candidate   
(/www.ronpaul2008.com ; www3.webng.com/ronpaul)    

 
 
What, exactly, is going on here?  Well, quite a lot actually.  A New American Century is progressively 
being put in place by neo-cons (for more information on PNAC, or the Project for a New American 
Century, please go to www.newamericancentury.org).  And there is a lot more still to be done, of 
course.  Hey, we’re just seven short years into the century... 
 
Did you know that there are 737 US military bases in the world?  The renowned US historian, Mr 
Chalmers Johnson, has reported that his research shows that there are 737 US military bases (by 
official Pentagon count) in over 134 foreign countries on every continent.  One-third of a million 
deployed US troops are in 134 countries in 1,000 locations in foreign countries.  That is not counting 
the about 160,000 US troops now in Iraq and the about 220,000 US troops that are all across the 
Middle East.   
 
It is said that there is only one country in the world where the US military was once present and is no 
more: Israel.  Every other country that one way or another caused the US military to have a presence 
there at one point in time since WWI, is still infected by such a presence to this day...  How amazing is 
that?  Did you know that?  Why would the US want to keep a military presence in 134 foreign 
countries?!  It boggles the mind.  It truly does.  Unless you begin to see what is really going on...  
 
The US still has about 100,000 to 110,000 troops even in Europe.  The US seems to be still forging 
European foreign policy based on Cold War realities.  US administrations continue to engage in this 
outmoded thinking to this day.  NATO provides a good example of the two parties' disconnect.  NATO 
is touted as the very symbol of the transatlantic alliance, yet its main reason for existence — the Soviet 
threat to Europe — is gone.  As a US-led entity, NATO is now increasingly unacceptable to Europeans. 
 
Everyone is talking about a timetable for the withdrawal of US troops from Iraq.  Well, that’s just a 
decoy I’m afraid (fact: the US is building a new so-called ‘embassy’ there that will end up being bigger 
than the Vatican and “more secure than the Pentagon”... so don’t kid yourself; they’re not planning on 
leaving the place anytime soon).  A much more strategically important issue on the table for the US is 
what decision to make about their military presence in Europe.   
 
The Bush administration faces the hard decision of making it clear to Europeans that it does not intend 
to leave Europe.  That would then make the US Forces in Europe into permanent occupation forces.  
The alternative is to make it clear that its military force will be leaving Europe and give a firm date 

http://www.ronpaul2008.com/
http://www.webng.com/ronpaul
http://www.newamericancentury.org/
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when that will happen.  If the US gives a firm timetable for a withdrawal from Europe, by that act alone 
it would cease to be a global empire in military terms.  If the US leaves Europe in strategic terms 
without first having acquired a permanent military base in Iraq, it will have lost its forward European 
strategic deployment area as well as its attempted strategic deployment in the Middle East.  So the 
stakes are high indeed for the US neocons and their PNAC. 
 
 
The Globalization of Military Power 
 
By the way, what are NATO troops doing in Afghanistan, of all places?  Doesn’t NATO stand for ‘North 
Atlantic Treaty Organisation’?  Are they lost or something?  No, of course not; NATO is actually 
contemplating a process of “global reach” which would transform it into a global military force with 
member states outside of North America and the European continent.  Although not yet official, NATO 
has already initiated a transition towards the “globalization” of its military forces and operations.  
Afghanistan is where NATO is establishing a presence now, but there is a lot more to come it seems. 
 

“The global military standpoint and the geo-political ambitions of NATO increasingly underline 
and give a glimpse of NATO operations and military directives.  The system of military alliances 
is tightening and its main targets seem to be the Eurasian giants; Russia, China, and possibly 
India.  NATO expansion is not just limited to Europe and the former Soviet Union, but is in 
pursuit of a global characteristic.  In Asia an Asiatic parallel sister-alliance to NATO is being 
formed from the network of existing military alliances in the Asia-Pacific Rim.  China, Russia, 
and Iran now are in the forefront of a reluctant Eurasian alliance that is taking shape to oppose 
NATO and the United States.  Ultimately it may be in the Middle East that the pace for NATO 
expansion will be established.  If the Middle East falls under the total control of the Anglo-
American alliance and NATO, the stage will be set for a new phase of the “long war” that will 
lead all the way into the heart of Eurasia.” (For much more on this, you can read this article: 
www.globalresearch.ca/index.php?context=viewArticle&code=NAZ20070517&articleId=5677).  

 
   
Back in the US: Dictatorship Coming? 
 
The White House has issued yet another ‘Presidential Directive’ (hey, I thought the US was a 
democracy).  This one is called the National Security and Homeland Security Presidential Directive 
(see www.whitehouse.gov/news/releases/2007/05/20070509-12.html).  According to the Centre for 
Research on Globalization, “the directive released on 9 May 2007 has gone almost unnoticed by the 
mainstream and alternative media.  This is understandable considering the huge Ron Paul and 
immigration news but this story is equally as huge.  In this directive, Bush declares that in the event of 
a “Catastrophic Emergency” the President will be entrusted with leading the activities to ensure 
constitutional government.  The language in this directive would in effect make the President a dictator 
in the case of such an emergency.” 
 
The directive defines a “Catastrophic Emergency” as the following: 
 

"Catastrophic Emergency" means any incident, regardless of location, that results in 
extraordinary levels of mass casualties, damage, or disruption severely affecting the US 
population, infrastructure, environment, economy, or government functions. 

 
The directive defines “Enduring Constitutional Government” as the following: 
  

"Enduring Constitutional Government" or "ECG" means a cooperative effort among the 
executive, legislative, and judicial branches of the Federal Government, coordinated by the 
President, as a matter of comity with respect to the legislative and judicial branches and with 
proper respect for the constitutional separation of powers among the branches, to preserve the 
constitutional framework under which the Nation is governed and the capability of all three 

http://www.globalresearch.ca/index.php?context=viewArticle&code=NAZ20070517&articleId=5677
http://www.whitehouse.gov/news/releases/2007/05/20070509-12.html
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branches of government to execute constitutional responsibilities and provide for orderly 
succession, appropriate transition of leadership, and interoperability and support of the National 
Essential Functions during a catastrophic emergency. 

 
So what does this mean?  According to Lee Rogers: 
 

“This is entirely subjective and doesn’t provide any real concrete definition of what such an 
emergency would entail.  Assuming that it means a disaster on the scale of the 9/11 attacks or 
Katrina, there is no question that the US at some point in time will experience an emergency on 
par with either of those events.  When one of those events takes place, the President will be a 
dictator in charge of ensuring a working constitutional government.  
 
The language written in the directive is disturbing because it doesn’t say that the President will 
work with the other branches of government equally to ensure a constitutional government is 
protected.  It says clearly that there will be a cooperative effort among the three branches that 
will be coordinated by the President.  If the President is coordinating these efforts it effectively 
puts him in charge of every branch.  The language in the directive is entirely Orwellian in nature 
making it seem that it is a cooperative effort between all three branches but then it says that the 
President is in charge of the cooperative effort.”  

  
The Presidential Directive states that the following would apply in such catastrophic circumstances: 
“The President shall lead the activities of the Federal Government for ensuring constitutional 
government.”  What do you make of this statement?  Is it going too far?  Why is it issued in the first 
place; are we supposed to believe that the US does not already have sufficient rules for how to govern 
itself in the case of an emergency?  Is this necessary?  It does seem unconstitutional (because each 
branch of government in the US - the executive, legislative and judicial - is supposed to be equal in 
power, according to the Constitution).   
 
Gee, I knew there was a ‘War on Terror’ going on, but it all seems to be getting over the top really.  I’d 
say it even looks like this war has now also been declared on US citizens!  Oh well, we’ll just have to 
wait and see what unfolds, won’t we?  The Leader of the Free World will sort it out... 
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Yeah, right! 
 
The New Cold War 
 
China and the US are already in a New Cold War over Africa’s oil and other essential raw materials 
that are there in abundance.  That’s right, this time it’s with China, not Russia, and it’s about 
commodities not nukes.   
 
In recent months, Beijing has embarked on a series of initiatives designed to secure long term raw 
materials sources from one of the planet’s most endowed regions—the African subcontinent.  No raw 
material has higher priority in Beijing at present than the securing of long term oil sources.  Given that 
the US now already relies (marginally) more on Africa than the Middle East for its oil, and this is 
expected to get worse, it’s not too surprising to see that the US is not happy about Beijing’s recent 
moves to secure oil ‘at its source’ (even if the US has been doing exactly that for a century now...).  
 
According to F. William Engdahl, the author of ‘A Century of War: Anglo-American Oil Politics’:  
 

“The case of Darfur, a forbidding piece of sun-parched real estate in the southern part of 
Sudan, illustrates the new Cold War over oil, where the dramatic rise in China’s oil demand to 
fuel its booming growth has led Beijing to embark on an aggressive policy of—ironically-- dollar 
diplomacy.  With its more than $1.3 trillion in mainly US dollar reserves at the Peoples’ National 
Bank of China, Beijing is engaging in active petroleum geopolitics.  Africa is a major focus, and 
in Africa, the central region between Sudan and Chad is priority.   
 
This is defining a major new front in what, since the US invasion of Iraq in 2003, is a new Cold 
War between Washington and Beijing over control of major oil sources.  So far Beijing has 
played its cards a bit more cleverly than Washington.  Darfur is a major battleground in this 
high-stakes contest for oil control.”  (For much more, visit www.engdahl.oilgeopolitics.net and 
read www.globalresearch.ca/index.php?context=viewArticle&code=20070520&articleId=5714).   

 
 
And to think that we believed there might be genuine concern by our political leaders over the genocide 
in Darfur...  Wake up!  Do you remember when George Clooney and his dad went public (about this 
time last year) and pleaded for the US and UN to do something about the genocide in Sudan?  What 
happened since?  Nothing!  It’s all about OIL, not people.  Those ‘in charge’, those playing their game 
on The Grand Chessboard don’t really care about the people there; after all, isn’t it “the poorest of poor 
part of a forsaken section of Africa”?  Maybe it seems that way; but are the people there really poor?  
Are not those rich natural resources rightfully theirs to own and profit from?   
 
China and the US are now engaged in what is known officially as a Strategic Economic Dialogue 
(SED) since late last year.  This Cold War is going to be fought on the Economic front it seems.  The 
SED convenes semi-annually and alternatively in Beijing and Washington.  The first such meeting was 
held in December last year in Beijing.  The second meeting is taking place right now, in Washington, 
as I write this.   
 
China’s huge foreign exchange surplus is not voluntary.  It is the structural result of the US dollar 
hegemony in which the Chinese central bank must buy up the US dollar inflow from both trade and 
investment with Chinese Yuan.  China cannot expand domestic consumption because Chinese wages 
and benefits are too low.  Yet Chinese cannot raise wages faster because real wealth has been leaving 
the country through export trade, while the Yuan money supply is expanding through the central bank 
buying US dollar inflows with Yuan.  The result is a liquidity bubble with too much currency chasing 
after a dwindling supply of real wealth that has been exported. 
 
All eyes are now on China’s Vice-Premier Wu Yi (seen in the photo below with the US Secretary of 
Treasury Henry Paulson).  She has been described in the Western Press as China’s “Iron Lady”.  It 

http://www.engdahl.oilgeopolitics.net/
http://www.globalresearch.ca/index.php?context=viewArticle&code=20070520&articleId=5714
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remains to be seen if the Iron Lady would live up to her reputation by displaying a good trader’s nerve 
of steel to resist US bullying.  According to Henry C.K. Liu, she is entering the SED with a very strong 
hand. 
 

 
 
 

“The rules of the game have been set by the US so the US cannot complain about unfair rules.  
China has played the game under US rules well, thus it would be unsportsmanlike for the US to 
complain.  US threats of punitive measures are mere empty threats from disingenuous 
politicians suffering from delusions of grandeur because irrational punitive measures against 
China would hurt the US economy more than they do China’s. 
 
Strategically, China is in dire needs to shift its excessive reliance on exports toward domestic 
development but has been less than successful in its policy shift because of special-interest 
resistance from the influential export sector in Chinese domestic politics.  If the Chinese export 
sector is cut down to size by US irrational belligerence, the strategic benefit to China would 
actually be substantial in the long run. 
 
The Iron Lady should tell the US that the age of lording over the rest of the world by treating 
trade with it as a special favour granted to poor nations is long gone.  The exporting economies 
of the world are the ones granting the favour of trade to the US, the biggest debtor nation in the 
world.  The main theme of the US-China Strategic Economic Dialogue should be that debtors 
are in no position to be belligerent.  The US, the world most advanced financial power, should 
understand this first law of finance.” (Source: www.henryckliu.com/page134.html)  

 
 

Money, Money Everywhere! 

 
Nearly every central bank in the world is creating money faster than its citizens produce goods - a 
guarantee that the money created will lose its value.  The device they use to produce the money is 
simple - so simple that the only difficulty in understanding it is getting past the assumption that it can’t 
be that simple.  They print the money and spend it.  They might spend it on anything, but in practice 
they spend most of it to buy government bonds and other official IOUs. (As an intermediate step, a 
central bank may credit accounts it maintains for commercial banks, with the understanding that the 
commercial banks can draw on their accounts at any time to obtain paper money.) 
 

http://www.henryckliu.com/page134.html
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            Source: Casey Research 

 
 
As the process continues, central banks accumulate more and more assets, commonly referred to as 
“reserves”.  Growth in reserves is a marker for growth in the world’s money supply.  Chart A above 
compares world monetary reserves against industrial production, which paints a clear picture of the 
rapid increase in the supply of money compared to real goods. 
 
Since 1971, the world’s money supply has grown nearly 20 times as much as industrial production, 
with inflationary effects that should be no surprise.  In 1970, crude oil was US$3.35 per barrel.  Not so 
coincidentally, it is around 20 times that today.  Gold was US$35 and is now also nearly 20 times that 
price.  
 
The big divergence between monetary growth and production growth obviously came after 1971, when 
US President Nixon decreed that the US dollar would no longer be convertible into gold.  Since then, 
the US dollar has lost close to 80% of its purchasing power.  Do you remember why Nixon severed the 
US dollar from gold in 1971?  If not, please reread the very first issue of Prosper! 
 
Before 1971, central bank reserves were mainly gold.  Now they’re mostly paper - each paper or fiat 
currency pretending it is “backed” by other paper or fiat currencies.  Chart B below shows the 
downtrend in official gold holdings (from 1,200 million troy ounces in the mid 1960s to now less than 
1,000 troy ounces).  But, more importantly, it illustrates quite vividly the dramatic increase in the 
holdings of foreign currencies.  In 1969, central banks held just US$40 billion worth of foreign currency. 
By 2004, this had grown to US$3.9 trillion worth.  That’s a 98-fold expansion, or about 14% per year! 
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            Source: Casey Research 
          (Please note:  

1. The wrong colours were used by CR for the numbers shown on each side of the chart. 

2. ‘SDR’ means Special Drawing Rights; the value of one SDR in terms of US dollars is determined daily 

by the IMF, based on the exchange rates of the currencies making up the basket of major currencies used in 

international trade and finance; one SDR was worth US$1.51285 on 22 May 2007.  

 

 
Note also that most of the money central banks create gets used by commercial banks to create still 
more money (thanks to the fractional reserve banking system).  As if that was not enough, we also 
have the magic of what is known as ‘financial engineering’ to thank for the creation of yet more money 
as it gets leveraged (i.e. multiplied) through derivatives.  The next and final chart, Chart C, is based on 
data from the Bank of International Settlements (that’s the central bank of central banks) and shows 
the astounding notional value of derivatives held by the world banking system to be US$370 trillion 
(with a T).  For comparison purposes, an entire year’s GDP for the US tallies up to ‘only’ US$13 
trillion...  That there is some imbalance here seems obvious and that a high risk of default is lurking 
around is pretty much guaranteed, I’d say!  
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           Source: Casey Research 

 
 
Now, you’ve got to have a lot of confidence in the expertise of central bankers and the integrity of the 
current monetary/banking system to not worry at all.  I know, I know; it is what it is and so be it.  But 
does that mean that you should simply ignore it in how you manage your wealth?  I don’t think so.  
 

“The essence of inflation is this: those that have something real that increases in value will 
prosper and those that don't will fall by the wayside." 
 
- Ayn Rand 
(1905 - 1982) 
Russian-born American novelist and philosopher; known to have influenced Alan Greenspan 
 

 
 
Your freethinking investment strategist, knowing that there is a Black Swan around the corner and 
investing accordingly.  Pass it on! 
 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 

 

 


