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Article 1:  

Go Kiwis!  
 

Emirates Team New Zealand won the Louis Vuitton Cup and the Kiwis are now on their way to win back 
the America’s Cup from the Swiss syndicate Alinghi.  Now that’s what I call a comeback!  The racing for 
the world’s oldest sport trophy and sailing’s most prestigious event starts on 23 June off Spain’s coast 
near Valencia.  I’ll be watching as will many proud Kiwis.  To all my good Swiss friends, I say “Good 
luck!” because you’ll need plenty of it... (For more, visit www.emiratesteamnz.com)  
 
The racing should be all over by the time another uniquely Kiwi initiative hits the road: KiwiSaver.  On 1 
July, a new workplace retirement savings platform created by the New Zealand government will be 
launched into life to help Kiwis (New Zealanders) financially prepare for retirement.  Now, I’m not going 
to explain here in detail what KiwiSaver is, nor will I present here a detailed analysis of the pros and 
cons of the overall concept.  But I do want to make a few points about KiwiSaver. 
 
KiwiSaver 
 
First of all, if you are a Kiwi, my message to you is: be thankful something is finally being done to help 
you save for your retirement.  Don’t expect too much from it too quickly.  Be patient.  It’s still early days.  
Rome was not built in one day...  If you are not a kiwi and have an interest in such things, I encourage 
you to find out more about this innovative solution to retirement savings (see www.kiwisaver.govt.nz).  It 
would not at all surprise me if, over time, KiwiSaver was to be emulated by a number of other countries 
(as happened in the early 20

th
 century when New Zealand was also then a pioneer in social security 

engineering). 
 
Why do I think so?  Because of a few key design features of KiwiSaver that are quite clever (and, as far 
as I am aware, unique) which should not only make the whole thing work cost efficiently for individual 
savers, but also bring much needed efficiency or should I say productivity gains in the whole financial 
intermediation process which has not been very effective in my view.  Why?  Because of all sorts of 
costs and layers of fees, often hidden or not clearly explained or disclosed to individual clients, which 
financial intermediaries have charged individuals, the effect of which has been to erode much of Kiwis’ 
personal wealth that would have otherwise accumulated over the years.   
 
You see, fees do matter, a lot; especially when fees charged exceed 2% per annum, as is unfortunately 
the case now for many who pay exorbitant retail fees for their investments (once you include all the fees, 
charges, commissions, etc).  This is even truer now that the rates of returns that you can reasonably 
expect from prudent investments are unlikely to exceed 9% per annum and may even be a lot less.  And 
that’s before fees, taxes and inflation are taken into account!  In other words, there may not be much left 
for you as net real investment earnings if the fees you have to pay are too high... 
 
One masterstroke of design is that the administration of KiwiSaver will be centralised and all done by 
Inland Revenue.  Brilliant!  Why not?  After all, all employers must already deduct PAYE tax from 
earnings before these are paid to employees and pay such amounts to Inland Revenue; so why not also 
have KiwiSaver contributions deducted from your pay using that same framework?  That gets rid of one 
layer of costs for savers.  Inland Revenue then ensures the safe transfer of contributions to savers’ 
selected KiwiSaver scheme providers.   
 
So far, so good, right?  But what about the fees that KiwiSaver scheme providers will be charging?  
Well, that’s where the second masterstroke of design comes in, in my view.  The New Zealand 
government objective for KiwiSaver is to establish a low cost work-based savings platform. The 
legislation makes it very clear that KiwiSaver scheme providers must maintain low costs.  More 
importantly, the KiwiSaver Act envisages the possibility of guidelines from the Government Actuary on 
this very sensitive and highly manipulated or creative topic.  That is very good news indeed for Kiwis, but 
maybe not so much for KiwiSaver scheme providers who will have to sharpen their pencils perhaps 
more than they would have otherwise preferred.   

http://www.emiratesteamnz.com/
http://www.kiwisaver.govt.nz/
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An Actuary to the Rescue 
 
David Benison, the current Government Actuary, is already on to it.  For registration purposes, he has 
been considering carefully what the “total fees for the first twelve months” are likely to be for each 
scheme that comes across his desk for registration.  Having now had the benefit of sighting quite a few 
applications from providers, he is obviously concerned that some of the ‘extra costs’ - that is, over and 
above the clearly stated management fees - that such providers are contemplating to charge back to 
their KiwiSaver schemes as these are incurred, could end up being quite unreasonable for some 
individual savers if these are not at least capped in total.  Here’s what he proposed last week: 
 

“It is important that these charges affect each member equitably.  It is equally important for 
members to understand the significance of these charges.  And it is therefore not unreasonable 
to consider a cap on such charges in any one year.  I would expect the total of such non-
numerically defined charges in the fees statement to be capped at say 0.1% of funds under 
management in the first year of operation of a KiwiSaver Scheme.  This cap would then reduce 
in future years in a linear manner after say the second year of the scheme.” 

 
KiwiSavers can rest assured that, with the Government Actuary on their side, they are not going to be 
charged back unreasonably for all sorts of extra costs incurred by providers.  KiwiSaver is a great new 
business opportunity for banks, fund managers and other providers of savings vehicles.  So they can 
and should pay for their reasonable share of the establishment and ongoing legal costs, for example, 
rather than pass it unreasonably all on to the little guys.  We need more heroes like David to keep 
shenanigans at bay.  Go David!!    
 
But... 
 
Wait a minute: how are ordinary Kiwis going to decide which fund to invest in or what investment 
strategy to adopt?  Ah, yes... apparently, all you have to do to ‘get sorted’ is visit the Retirement 
Commission website: http://www.sorted.org.nz/home/sorted-sections/kiwisaver/for-employees.  Well, it’s 
a good start and it provides useful basic information, but it does not really help ordinary Kiwis make 
sound investment decisions.  And that’s where my concern is.  That’s where, in my opinion, the 
weakness lies in the whole KiwiSaver initiative: there is no investment education support of substance 
for ordinary Kiwis!  The Retirement Commission clearly needs more funding from the government... 
 
But this problem is not new.  It’s been around for quite a while already.  Indeed, everyone, from the 
government in the late 1980s, to the employers during the 1990s, and then even the trustees of many 
superannuation schemes, has been passing the buck down.  The only one left standing now to take on 
all the risk is...YOU!  Nobody is guaranteeing or promising anything anymore, nor is there any cap on 
the losses you might make with your investments.  Yes, you make the decisions and you reap the 
rewards accordingly.  But remember that you are also the one who bears all of the investment risk.  
That’s how it works.  So you need to take care.   
 
My greatest fear is that many will put their money in so called diversified funds that invest mainly - if not 
only - in shares, property and fixed interest securities, without really understanding the risks involved.  
Shares are risky, we all know that.  But so is property!  And fixed interest is not a safe place anymore, or 
at least not for the foreseeable future, with interest rates and credit risk rising.  The temperature is rising 
indeed; it’s the financial assets world’s own manifestation of Global Warming! 
 
So yes, start saving if you haven’t and KiwiSaver is a good new platform to use.  But don’t let your 
savings melt in the heat...  That will be quite a challenge; given the limited range of investment choice or 
opportunities available so far under the KiwiSaver regime.  Indeed, most offer only the sorts of traditional 
investment funds that worked well in the 1980s and 1990s.  That’s just not going to be good enough for 
what lies ahead.  But don’t despair.  Hopefully, soon, KiwiSavers will be able to invest in not only 
financial assets but real things as well; like precious metals and commodities, for example.   

http://www.sorted.org.nz/home/sorted-sections/kiwisaver/for-employees
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But, above all else, recognize that your enemy as a saver is inflation and never forget it.  
 

“The arithmetic makes it plain that inflation is a far more devastating tax than anything that has 
been enacted by our legislature.  The inflation tax has a fantastic ability to simply consume 
capital.  It makes no difference to a widow with her savings in a 5 percent passbook account 
whether she pays 100 percent income tax on her interest income during a period of zero 
inflation, or pays no income taxes during years of 5 percent inflation.  Either way, she is ‘taxed’ in 
a manner that leaves her no real income whatsoever.  Any money she spends comes right out of 
capital.  She would find outrageous a 120 percent income tax, but doesn’t seem to notice that 5 
percent inflation is the economic equivalent.” 
 
- Warren Buffet 
(1930 - )  
Investor extraordinaire; CEO of Berkshire Hathaway; 3

rd
 richest man in the world 

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

 
Article 2:  

Conundrums & War Drums!  
 
 
Please bear with me as I will now attempt to explain the inexplicable...  the totally mysterious... the 
baffling and bubbly babblings of The Maestro himself - who simply refuses to go away and ride on his 
horse like a good lonesome cowboy into the setting sun...  Yes, dear friends, at great personal risk and 
for your benefit, I will attempt to unveil the secret of Da Greenspan code!  Read on, as all will be 

revealed in the rest of this issue of Prosper!   
 
Greenspan’s Legacy 
 
Much of what most of us can remember of the past performance of financial markets relates to a period 
during which reigned supreme Alan Greenspan; that most eloquent of speakers who basically ran the 
US central bank (the Federal Reserve or Fed) from 1987 to 2006.  Those were the days; happy days, 
indeed.  Now, we have to pay the piper.  We have to live the consequences of the past irrational 
exuberances of Mr Fixit.   
 

Let’s start from the beginning.  Let’s first recap what I have already written in Issue No 2 of Prosper! 
 

“Greenspan has been called (when he was Chairman of the Fed) the most powerful man on 
earth because he virtually controlled the money supply.  He understood that, in the post-Bretton 
Woods era, the main job of the Fed is to conduct the Mother of All Confidence Games: 
persuading not just US citizens, but the entire world, that its unbacked promissory notes, not 
gold, are money.  That’s an increasingly tall order for a currency that has now lost over 95% of its 
value since the Fed was put in charge.” 
 
“Greenspan was widely credited with simultaneously having achieved record-low inflation, 
spawned the largest economic boom in US history, and saved the world from financial collapse.  
But it should also be said that the money supply increased more under his watch than any other 
previous Chairman of the Fed (although Ben Bernanke, his successor, may well prove to be a 
more prolific money creator or illusionist, if we ever again find out what the real US money supply 
actually is).” 
  
“Greenspan also left behind a record US foreign deficit and a generation of Americans with little 
savings and mountains of debt.  Has the world’s most revered central banker unwittingly set up 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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the global economy for disaster?  Many actually think this is possible, including no less than 
Stephen Roach, Chief Economist at Morgan Stanley, a large US investment bank.” 
 
“What’s my view?  Well, I suspect that history will one day judge Alan Greenspan less kindly, as 
happened in the case of Sigmund Freud (called by Newsweek magazine “history's most 
debunked doctor”).  Why do I think so?  Because of what is lurking in the shadows of the 
mountain of debt he helped create: the economic equivalent of blowback.” 

 
Now, clearly, that has not happened... yet.  Greenspan still gets a lot of attention and everything he says 
still has an immediate effect on the markets.  He’s like a god!  So we can’t ignore him or at least what he 
says.  And boy, does he say interesting things, even these days...  But before we get into some of his 
most recent linguistic niceties, let’s go back to something he said in February 2005 in his semiannual 
Monetary Policy Report to the US Congress: 
 

“For the moment, the broadly unanticipated behavior of world bond markets remains a 

conundrum.  Bond price movements may be a short-term aberration, but it will be some time 
before we are able to better judge the forces underlying recent experience.” 

 
Alan Greenspan has frequently, and famously, given various expressions a new meaning associated 
with contemporary economic phenomena.  First, it was "irrational exuberance" in December 1996 to 
describe the stock market bubble which was then in its early stage.  Then, in February 2005, as per the 
quote above, he described the surprisingly low yields on long term US Treasury Notes and Bonds as a 
"conundrum", meaning that he wanted us to believe that he simply could not explain why long term 
interest rates were declining despite repeated increases in the short term interest rate.  Oh, puhlease! 
 

 
 
That Greenspan said he was puzzled by this phenomenon means of course that he was trying to 
absolve himself from any guilt for the low yields and the problems they create. But as we shall see, he is 
guilty just as he was guilty of fueling "the irrational exuberance" of the tech stock bubble in the first place 
(which burst in early 2000).  So what kind of phenomenon was this exactly and did it fuel yet another 
bubble, but this time one that has not yet burst?  This is where it gets a little tricky...  so please stay with 
me on this just a little longer. 
 
Conundrum Schmonundrum 
 
It was not very long after making that statement that the Fed announced that it would soon stop 
publishing M3, the broadest measure of the US money supply.  That seemed really strange at the time.  

But we now know (see past issues of Prosper!) that the printing presses at the Fed have been flat out 
creating US dollars at an increasing rate ever since - from a rate of around 5% then to now 12% per 
annum!  Hummm...  I wonder; could that have had anything to do with it?  Well, let’s see.  
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Could it be that the unprecedented massive purchases of US Treasuries by central banks, in particularly 
in Asia, but also in Russia and other oil exporting countries, in 2003 and 2004 had a part to play in 
keeping long term interest rates low?  Throughout the 1990s and until 2001 when the US dollar was still 
strong, foreign central banks typically bought a few tens of billions of dollars of US government 
securities per year.  But in 2002 that number rose to US$91 billion, in 2003 it rose to US$224 billion and 
in 2004 it rose to US$311 billion. That this massive flood of foreign central bank money has helped push 
up bond prices and therefore helped suppress yields should be fairly obvious.  But yields have continued 
to stay low during 2005 even if central bank purchases actually decreased slightly...  So what else was 
causing this so-called conundrum?   
 
It’s a Bird; It’s a Plane; No, it’s Super Fed! 
 
The other factor involved here is widely overlooked: namely expectations not of "low inflation" but of a 
continued inflationary monetary policy.  Many people underestimate the extent to which even long term 
interest rates are controlled indirectly by central banks.  It is often asserted that while short term interest 
rates are completely controlled by the central bank; long term interest rates are completely controlled by 
market forces.  But the fact is that central banks can artificially push down long term interest rates not 
just by directly purchasing long term securities with money created out of thin air, but also by creating 
expectations that future short term interest rates will be low.  Aha!  Now we’re getting somewhere. 
 
Many investors buy bonds not so much because of the yield they currently give but because of a hope 
that their price will rise, just like most equity investors do not buy shares primarily because of the 
dividend they give but because they hope share prices will rise.  And if investors believe that short term 
interest rates will stay low, then long term securities will give a much higher return than the nominal 
yield.  And voila!  It was all about manipulating human nature; deceit at its best by the Maestro himself. 
 
So, if investors expect the loose monetary policy to be a more or less permanent phenomenon then long 
term securities will generate high returns even at historically low yields.  And given how low interest 
rates were pushed down during this interest rate cycle, many people have come to expect that short 
term interest rates will stay much lower than in previous interest rate cycles.  (Yeah, right!) 
 
Of course, to the extent that low bond yields are a result of expectations of money supply increases, 
rather than actual increases, it will continue to cause a lowering of the overall cost of capital, but it will 
also mean a shift in investments from equities and by extension business investments to fixed interest 
securities and by extension housing construction (but let’s leave the ‘housing bubble’ for now; it’s 

another great story that I plan to address again but in more depth in a future issue of Prosper!).   
 
Another One Pumps the Dough; And Another One; And Another One... 
 
In conclusion, the explanation of the Greenspanite ‘conundrum’ (i.e. the low yield on US government 
securities) is neither expectations of low inflation or, as has been advanced by some, a "global savings 

glut"; instead, it is the actual money-pumping by the Fed and other central banks and speculation in 
continued high levels of money-pumping (especially by hedge funds and now also private equity firms 
with their increasingly leveraged buyouts).   
 
Oh, so it’s not just the Fed that’s pumping liquidity into the financial system, you ask?  No, I’m afraid that 
now pretty much everyone is doing it.  Why?  Because you see as the US Fed pumps more and more 
US dollars into the system, at a rate that has now reached 12% per annum and shows no sign of 
reducing, other countries like China, Russia, etc, etc (including little old New Zealand) have little choice 
but to also keep pumping even more of their own fiat currencies into the system in order not to import 
US inflation into their own economies.  Oh dear, oh dear... what has Greenspan got us into?  When is 
this madness going to end?   
 
The Canary in the Coalmine 
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If the bird dies, you have to get out of the shaft.  That’s what they tell everyone.  Though low-tech, one 
of coal mining’s earliest warning systems for the presence of methane gas – the canary – was extremely 
effective and rather easy to read.  Is there anything similar when it comes to warning us about a turn for 
the worse in the world’s confidence in the US central bank (or Fed) and therefore the not-so-mighty-
anymore US Dollar and not-so-valuable-or-desirable-anymore US Treasuries?  Yes, there is.  And it 
happened this month.  Anyone noticed? 
 
Earlier this month, the US bond market sliced through the 5% yield threshold like a hot knife cutting 
butter.  Financial markets have suddenly started to re-price.  The most striking evidence of that repricing 
is the jump last week in 10-year US Treasury yields above 5% and the complete disinversion (from 
negative to positive slope) of the Treasury yield curve from bills to bonds for the first time since late 
2005.   
 
According to Morgan Stanley technical analyst Drew Baptiste, the move in the 10-year yield above 5% 
broke a 20-year bull downtrend.  All of a sudden, there is a chorus of expert investors who are now 
discussing how high interest rates can go rather than how much they will decline.  This chorus includes 
the likes of Bill Gross, who heads PIMCO, one of the largest specialist fixed interest fund managers in 
the world, with nearly NZ$1 trillion in assets under management.   
 
So, that’s it folks.  The bird just died.  So what do you do?  You get out of the shaft, that’s what you do.  
What does that mean?  That means you stay cool; don’t go any deeper into debt than you already are 
and keep your fixed interest investments short term until the dust settles, which could be a while...  
 
Foreign Central Banks Now Control US Interest Rates  
 
What?  That’s not possible!  It’s the other way around, right?  Well, that sure has been the case for quite 
some time.  Not anymore.  The reality is that US bond yields must now increase.  The conundrum is 
over.  US interest rates peaked in 1981 and most of the world has lived in a situation of falling interest 
rates ever since.  Many have known nothing else. That era has now ended.  US debts are about to 
become a burden.  Foreign owners of US debt have started demanding that the US Treasury start 
repaying debt. 
    
Foreign central banks are now net sellers of US Treasuries, according to the Fed itself (see their 
Statistical Release dated 7 June 2007).  That is an amazing turnaround.  That’s what is going to fuel the 
creeping and inexorable climb in interest rates.  Ben ‘Buck Buster’ Bernanke (that’s Greenspan’s 
successor or the guy who is now in charge of the US dollar printing presses) will have little choice in the 
matter; that is, unless he is determined to see the US dollar collapse instead. 
 
Of course, it’s still early days...  This is just the beginning.  Just as it took 26 years for US interest rates 
to turn, it will take a long time for interest rates to peak again.  And that cannot be good for the US and 
other global sharemarkets either.  Historically, there has never been a case in which a share market has 
stood up to a sustained uptrend in bond yields (i.e. a downtrend in bond prices).  Not one.  With foreign 
central banks now having shown up as net sellers of US debt, the next few months will be decisive as to 
whether this all rolls into a general sell-off of US debts. 
 
More than two-thirds of central banks around the world said they would buy more bonds other than US 
Treasuries in the next 12 months to earn higher yields, a survey conducted by Swiss bank UBS has 
found.  Central banks, led by China, now hold $US 5.7 trillion in official reserves. Assets from oil 
exporting countries that are invested like reserves total another $US 2.5 trillion, UBS said.  These 
central banks, as well as OPEC, face two enormous problems, as succinctly outlined by William A M 
Buckler in his latest issue of The Privateer: 

 
“The first is that if they diversify into other currencies as they receive more US Dollars, they bring 
downward pressure on the US Dollar against all the currencies being bought.  That lowers the 
value of the US Dollars they already hold and of their vastly larger holdings of US debt paper. 
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Their bigger problem, a problem which likely has no practical solution, is the enormous sum of 
US Dollars and US paper assets such as US Treasury debt paper that they already hold. 
 
As has already been shown, foreign Central Bank selling of less than $US 10 billion (a minuscule 
sum) caused a bloodbath in the US Treasury market and roiled the entire world’s interest rate 
structure.  That comes close, perhaps too close, to making US Treasury debt unsaleable.  But if 
US Treasuries are next to unsaleable, what is their use to the rest of the world’s Central Banks 
as official reserves?” 

 
Indeed, what use can an asset held as a reserve be if one cannot sell that asset when one needs the 
money?  After all, that’s what reserves are: assets keep aside in case something weird and strange 
should ever happen and if need be, one can then use these to keep running the business (or the 
country) until things become more normal again...  But if one can’t sell them when it matters, then what 
good are they?  What are they worth?  In such circumstances, I would imagine that someone like an 
auditor would say that they are, well... worthless!   
 
What Does Greenspan Say?  
 
There is little reason to fear a wholesale pullout by China out of US government bonds, Greenspan said 
last week.  While expressing concerns about China's runaway growth rate and what he described as 
overvalued stocks, Greenspan played down the prospect that Chinese authorities would sell US 
Treasuries in earnest, forcing a sharp spike in US interest rates.  When asked at a commercial real 
estate conference if investors should be worried about this oft-cited concern, Greenspan said: "I wouldn't 
be, no."   
 
Wow!  He seems pretty confident...  So there’s nothing to worry about then, right?  Well now, remember 
this is the Maestro himself.  You simply cannot ignore what he says.  But you also have to read between 
the lines to understand what he actually means.  So why did he say that?  Well... Reuters reported that 
Greenspan later said the reason such a withdrawal was unlikely was that China “would not have anyone 
to sell the securities to”!!  Can you believe this?  Now, that’s hardly the sort of comfort jittery investors 
were seeking, I’m sure.  It certainly doesn’t reassure me: what about you?  
 
Greenspan then reinforced the nervousness, saying that a global liquidity boom which he traced back to 
the end of the Cold War (he should know, he started it) would not go on forever.  "Enjoy it while it lasts," 
he told the audience!  Maybe he’s feeling remorseful or guilty finally and he’s trying to tell us something 
useful this time...  Well, I don’t know about you but I’m certainly taking notice of his warning of more 
frugal times ahead.   
 
Now, that ends my dissertation on Greenspan.  I hope I never have to write about him again, but I doubt 
very much that will be the case.  His successor is simply not as interesting, I’m afraid.  And our very own 
Reserve Bank Governor, Dr Alan Bollard has just made a complete fool of himself by intervening in 
foreign exchange markets to try and somehow bring our own kiwi dollar down a bit.  Dear, oh dear...  
What is he thinking or trying to prove?  He only risks waking George Soros up from his slumber (he’s 
more interested in politics now) or others like him and find out personally how it must have felt like for 
the Bank of England in 1992 when Soros broke the Bank...   
 
And Now a Word on US Inflation  
 
You could be forgiven for thinking that US inflation is low and under control.  After all, that’s exactly what 

they want you to think.  That’s because all the main media seems to report is the core rate of inflation 
and not the actual increase in the cost of living or Consumer Price Index (CPI).  The difference is 
actually HUGE.  If you don’t believe me, go see for yourself on the website of the US Bureau of Labour 
Statistics (www.bls.gov/news.release/cpi.nr0.htm).  But, be warned, there are so many numbers or 
measures of the CPI that you might get confused a little on which one to look at!  To put it simply, this is 

http://www.bls.gov/news.release/cpi.nr0.htm
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the situation in a nutshell with respect to that latest release of the US CPI, which was for the month of 
May 2007: 
 

 On a seasonally adjusted basis, the CPI actually increased by 0.7% in May alone - that’s 
equivalent to an annual rate of 8.7%... and that’s according to the ‘official’ CPI, which is only 
about half of the true rate of US inflation thanks to the magic or illusion of hedonics (see 
www.mises.org/story/1873);    

 

 On the other hand, the ‘core’ of the above CPI measure or the CPI after the increasing costs of 
food and energy have been removed from the measure, only increased by 0.1% in May - which 
is equivalent to an annual rate of ‘core’ inflation of only 1.2%... a much better outcome!  

 
Only on contemporary Wall Street can shills and the financial media proclaim that a 0.7% increase in the 
CPI in just one month (actually, the biggest monthly jump since Katrina) means that inflation remains 
contained and tame, simply because its ‘core’ is benign...  Simply unbelievable stuff!  It’s all quite 
deceptive, really...  Let’s see: we, as consumers, are supposed to think that increases in oil or gas prices 
or increases in the price of even more essential items like food don’t matter...  We should not worry if 
energy or food prices go up a lot, because the average economist will quite happily tell us that the ‘core’ 
CPI number will only show a very small increase so we should believe that our cost of living will not have 
changed much...  Yeah, right! 
 
You know, there’s a joke that goes like this: the CPI excluding everything is, well, zero! 
 
Is that War Drums I Hear? 
 
OK, I’m almost done writing.  But I really can’t help myself and must at least make a few closing 
comments and observations on the increasingly precarious state of our world.  Look at what’s now 
happening to Gaza, for example; those who should care don’t.  The same sort of covert operations are 
going on in many other places in the world.  It seems the current US administration is keen to just keep 
pushing its own imperialistic agenda despite what everyone, including most Americans too, is telling 
them.  Tic-toc-tic-toc... Boom!? 
 
Take Vladimir Putin for instance.  He is being made into some sort of monster by US and other G7 
countries’ media and government officials.  He is not the monster.  To find out more about the ongoing 
pernicious military agenda of the true monsters, it is highly instructive to read a one and a half hour long 
interview that the President of Russia gave to newspaper journalists from G8 member countries just 
before the start of the recent G8 Summit.  Putin’s performance was a tour de force.  He fielded all of the 
questions, however misleading or insulting.  He was candid and statesmanlike and demonstrated a good 
understanding of all the main issues. I’d like to see George W Bush try to do the same...  
 

 

http://www.mises.org/story/1873
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The meeting gave Putin a chance to give his side of the story in the growing debate over missile 
defence in Eastern Europe.  He offered a brief account of the deteriorating state of US-Russian relations 
over recent times.  Since September 11, the Bush administration has carried out an aggressive strategy 
to surround Russia with military bases, install missiles on its borders, topple allied regimes in Central 
Asia, and incite political upheaval in Moscow through US-backed “pro-democracy” groups.  That doesn’t 
look to me like how a friend should behave... 
 
As Putin said during the meting with the international press, “We have removed all of our heavy 
weapons from the European part of Russia and put them behind the Urals and reduced our Armed 
Forces by 300,000.  We have taken several other steps required by the Adapted Conventional Armed 
Forces Treaty in Europe (ACAF).  But what have we seen in response?  Eastern Europe is receiving 
new weapons, two new military bases are being set up in Romania and in Bulgaria, and there are two 
new missile launch areas -- a radar in Czech republic and missile systems in Poland.  And we are asking 
ourselves the question: what is going on?  Russia is disarming unilaterally.  But if we disarm unilaterally 
then we would like to see our partners be willing to do the same thing in Europe.  On the contrary, 
Europe is being pumped full of new weapons systems.  And of course we cannot help but be 
concerned.” 
 
The Bush administration’s belligerent foreign policy has backed the Kremlin into a corner and forced 
Putin to take retaliatory measures.  He has no other choice.  If we want to understand why relations 
between Russia are quickly reaching the boiling-point; we only need to review the main developments 
since the end of the Cold War.  Political analyst Pat Buchanan gives a good rundown of these in his 
article “Doesn’t Putin Have a Point?” (See www.vdare.com/buchanan/070212_putin.htm).    
 
Yes--as Buchanan opines---Putin does have a point, which is why his press conference was 
suppressed.  The media would rather demonize Putin, than allow him to make his case to the public.  
The same is true of other world leaders who choose to use their vast resources to improve the lives of 
their own citizens rather that hand them over to the multinational oil giants; people, for example, like 
Mahmud Ahmadinejad and Hugo Chavez. 
 
The contents of that press conference---in which Putin answered all questions concerning nuclear 
proliferation, human rights, Kosovo, democracy and the present confrontation with the US over missile 
defence in Europe---have been completely censored by the press.  The press conference has been 
scrubbed from the public record.  It never happened.  But, dear readers, you can find it in full right here: 
http://www.kremlin.ru/eng/speeches/2007/06/04/2149_type82916_132772.shtml.  Read it!  
 
Under Putin, Russia has regained its economic footing, its regional influence and its international 
prestige.  Putin is no Yeltsin...  The Russian economy is booming, the Ruble has stabilized, the standard 
of living has risen, and Moscow has strengthened alliances with its neighbours.  This new-found Russian 
prosperity poses a real challenge to Bush’s plans.   
 
The last thing Putin wants, I’m sure, is a nuclear standoff with the US.  But he will no doubt do what he 
must to defend his people from the threat of foreign attack.  The deployment of the missile defence 
system will require that Russia develop its own new weapons systems and change its thinking about 
trusting the US.  Friendship, I’m afraid, is not possible in the present climate.   
 

"All truth passes through three stages.  First, it is ridiculed.  Second, it is violently opposed.  
Third, it is accepted as being self-evident… " 
 
- Arthur Schopenhauer 
(1788-1860) 
German philosopher; known to have influenced, among others, Albert Einstein 

 
 

http://www.vdare.com/buchanan/070212_putin.htm
http://www.kremlin.ru/eng/speeches/2007/06/04/2149_type82916_132772.shtml
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Your freethinking investment strategist, hoping that Global Warming can do its bit to thaw what is rapidly 
becoming a new Cold War. 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
 


