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Article 1:  
 
In this issue I continue to expose some of the deceitful practices of the money illusionists.  I know, it 
sounds audacious, maybe even pretentious.  But it is neither.  I simply want you to know what I now 
know, what I only recently uncovered during my research.  To realise what is really going on, I believe, 
is a crucial first step towards true prosperity.  But prepare yourself, because it’s a bit like having an 
epiphany!   
 
In fact, I feel the information I am about to share with you is so important that it should be known by as 
many people as possible.  Of course, you can do your own research and judge for yourself the 
truthfulness of what is asserted here.  You may then decide whether to change how you invest your 
money, despite what everybody else is doing or saying.  After all, what you do with your money is, or at 
least should be, entirely up to you... 
  
We struggle to make sense of what is happening in the world and bang our heads against the wall 
when we read the papers and watch the evening news.  And yet, nobody can predict the future.  So 
what do you do?  What can you do?  What avenues are open for you to consider?  You want to protect 
your family.  You want to protect your livelihood.  You want to know what will or will not have value 
tomorrow.  So you read and you talk to different people.  You listen to the radio and watch all the good 
financial programs on TV.  And to tell you the truth the more time you put into study the more confused 
you become, right? 
 

Well, Prosper! can at least point out to you what it is that you can do.  Enjoy! 
 
 

“Truth, like gold, is to be obtained not by its growth, but by washing away from it all that is not 
gold.” 

 
- Leo Tolstoy 
(1828 - 1910) 
Russian author 

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

 
 
Article 2:  

Gold, Silver and Economic Freedom! 

 

 

In Prosper!’s previous issue (“The Monetary Tragedy of the 20th Century!”), we learned about how 
world currencies became intricately linked to the US dollar after WWII.  The US dollar, in fact, 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’.   
 
Well, amazingly, the US dollar continues to this day to dominate world trade and reserves, yet it has 
ceased to be redeemable in gold or anything else than promissory notes since 1971, when President 
Nixon unilaterally severed the link to gold and the Federal Reserve Banks defaulted for the second 
time (this time, on the promise to redeem US dollars at US$35 an ounce of gold – the price of gold in 
1971 - and, in 1933, when Gold Certificates were rendered no longer redeemable for gold at US$20 
per ounce, which was the price of gold then).    
  
In fact, we now live in a world where central bankers are virtual gods.  They seem to have so much 
power over us all.  We wait with bated breath for their next monetary pronouncement on interest rates 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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and hope for the best and fear the worst.  They speak in a language that needs expert decoding to 
make sense of.  But this was not always the case. 
 
Indeed, back in 1966, Alan Greenspan, had this to say (he later became Chairman of the Board of 
Governors of the Federal Reserve, the US central bank, in 1987 just before the share market crash 
and remained at the helm of the Fed until 2006, shortly after it was announced that the broadest 
measure of the US money supply, M3, would cease to be published).  He wrote the following, in an 
article which originally appeared in a newsletter called “The Objectivist” and was reprinted in Ayn 
Rand's Capitalism: The Unknown Ideal: 
  

 In the opening paragraph:   
“An almost hysterical antagonism toward the gold standard is one issue which unites statists of 
all persuasions.  They seem to sense - perhaps more clearly and subtly than many consistent 
defenders of laissez-faire - that gold and economic freedom are inseparable, that the gold 
standard is an instrument of laissez-faire and that each implies and requires the other.  In order 
to understand the source of their antagonism, it is necessary first to understand the specific role 
of gold in a free society.” 
 

 In the closing paragraphs: 
“In the absence of the gold standard, there is no way to protect savings from confiscation 
through inflation.  There is no safe store of value.  If there were, the government would have to 
make its holding illegal, as was done in the case of gold.  If everyone decided, for example, to 
convert all his bank deposits to silver or copper or any other good, and thereafter declined to 
accept checks as payment for goods, bank deposits would lose their purchasing power and 
government-created bank credit would be worthless as a claim on goods.  The financial policy 
of the welfare state requires that there be no way for the owners of wealth to protect 
themselves. 
 
This is the shabby secret of the welfare statists' tirades against gold.  Deficit spending is simply 
a scheme for the confiscation of wealth.  Gold stands in the way of this insidious process.  It 
stands as a protector of property rights.  If one grasps this, one has no difficulty in 
understanding the statists' antagonism toward the gold standard.” 

 
There you have it.  From the horse’s mouth!  What he said, effectively, is that "economic freedom and 
gold are inseparable".  One wonders how much gold Greenspan is probably now sitting on, I mean 
discretely owns personally, instead of shares and other more typical financial securities...  My guess is 
this: if he still holds the same view today, he probably has a whole lot of gold in his personal 
investment portfolio! 
 
OK, but wait a minute I hear you say: that was a long time ago and Greenspan was young and 
probably unwise then.  Well, he was already 40 years of age.  Not exactly a ‘spring chicken’.  Instead, 
it is when he finally left the Fed that he was actually quite old (in fact, only a few weeks short of 80 
years old)...  
 
Now, let’s be clear: Greenspan is nobody’s fool.  He 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. 
 
When he retired earlier this year, 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 
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to be a more prolific money creator or illusionist, if we ever again find out what the real money supply, 
i.e. M3, 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 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 (see 
www.foreignpolicy.com/story/cms.php?story_id=2747&popup_delayed=1).  
 
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 earlier this year “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. 
  
The Dark Side of Debt 
 
I have now been a subscriber of The Economist magazine since 1998.  If you are not familiar with this 
excellent magazine, I can only encourage you to look it up and maybe buy this week’s issue or at least 
visit their website (www.economist.com).  This week’s leading story is one of the best I’ve ever read 

and it could not have come at a better time for Prosper! given what I intended to write now.  It starts as 
follows: 
 
“Lending is a sober business punctuated by odd moments of lunacy.  Genoese lenders' indulgence of 
Philip II of Spain's expensive taste for warfare caused not only the world's first sovereign bankruptcy in 
1557, but the second, third and fourth as well.  Lenders recycled petrodollars to third-world countries in 
the 1970s in the willfully naive belief that countries, because they cannot go bust, will not default.  The 
world is once again in the grip of a spree of lending (...)”.  These are pretty strong words coming from 
this well-balanced and prestigious newspaper.   
 
The main point of the article is that, this time, much of the lending is happening “not through public 
share and bond markets, nor exclusively through banks”, but in private or “thinly traded, lightly 
regulated and untransparent markets”.  In theory, there is nothing wrong with this.  But the trouble is 
that “the vulnerabilities of debt's dark side have not yet been fully tested by the next act of collective 
lunacy. The shadows are scary because nobody quite knows what secrets they hold. That has got 
regulators worried—and rightly so.”  So, it’s not ‘business as usual’ as some would have us believe.  It 
would appear, at least according to this authoritative source, that central bankers, i.e. ‘the gods’, are 
actually worried!  
 
Here are a few more excerpts from The Economist articles of this week: 
 

 “Indeed, the (debt) market has changed so fast that regulators are not sure if it is spinning out 
of control.” 

 “Regulators worry that some of the complex financial instruments conjured up around the 
lending and borrowing of money—worth trillions of dollars—may sow the seeds of the next 
financial crisis.”  

 “Last week Timothy Geithner, the Federal Reserve's man on Wall Street, gave warning that all 
this might make financial crises less common, but more severe.” 

 “The International Swaps and Derivatives Association said on September 19th that the notional 
amount outstanding of credit derivatives rose by 52% in the first six months of the year to $26 
trillion.” 

 “On September 11th, in its semi-annual Global Financial Stability Report, the IMF warned that 
such “structured credit products” were one of its main concerns, especially if financial markets 
take a turn for the worse and liquidity dries up.” 

 

http://www.foreignpolicy.com/story/cms.php?story_id=2747&popup_delayed=1
http://www.economist.com/
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It sounds to me like ‘all is not well’ in the high priests’ world of debt monetization.  It’s almost as if there 
is a time bomb ticking and it isn’t going to be pretty when it blows up.  So what can you do to protect 
yourself (and maybe even profit) from the monetary collapse that is coming?  Well, that’s simple; but it 
sure ain’t easy.  Knowledge of what to do is not enough.  You’ll also need strength, courage, fortitude.  
Are you ready?  Here’s a start: 
 

 First, get out of debt (if you can) 

 Second, buy some gold and silver 

 Third, be patient and don’t be greedy 
 

“Do you have the patience to wait till your mud settles and the water is clear? Can you remain 
unmoving till the right action arises by itself?” 
 
 - Lao Tzu 
(c 6th C. BC) 
Chinese philosopher, reputedly the founder of Taoism 

 
The Bright Side of Life      
 
Don’t worry, be happy!  There is always a bright side.  That’s the awesome truth about life.  But 
sometimes you need to look for it or you have to wash away all the muck to see it.  In the case of 
money, it also shines and is produced by Mother Earth.  And it’s available to all, at least currently.  If 
that’s not enough to lift your spirits, then I don’t know what is. 
 
In fact, Dr. Marc Faber (foremost international commentator and celebrated contrarian investment 
guru) this week told Bloomberg he is a buyer of gold at and below US$580 an ounce. But, he says: 
“traders in gold have recently suffered a mauling because central banks are manipulating the market. 
The Federal Reserve wants to contain inflation to engineer an interest rate cut before the November 
US elections.”  So, what’s his advice?  Buy gold to hold, not to trade!  “So buy a little gold for your 
portfolio, or quite a lot if you have the cash available.  For gold will protect your finances against 
inflation, deflation, devaluation, stock market crashes and almost any other negative economic 
scenario.” (www.ameinfo.com/96992.html)  
 
But you’ll need to remain steadfast still in the midst of much turbulence as the price of gold and silver 
will continue to be very volatile – that means their price will go up a lot and also go down a lot from time 
to time.  So, if you do buy gold (or silver), hold on!  And please do enjoy the ride, because their 
ultimate price destination is up, at least until our current experiment with fiat currencies ends.     
 
When all is said and done, gold and silver are still the only forms of money that have any intrinsic 
value, even to this day.  The rest is just credit or IOUs.  So, isn’t it great that we can actually buy the 
real stuff at still reasonably low prices as central banks continue to sell theirs?  That opportunity will, in 
my view, one day end and it may even end quite suddenly.  But, for now, there is no need to hurry.  
You have a window of opportunity to act like no other between now and the mid term US elections in 
early November.   
 
Gold is not the ‘barbarous relic’ that some would have you believe it is.  Gold is neither barbaric nor a 
relic.  Gold is money.  The real barbarous relic is central banking itself, according to James Turk, 
author of The Coming Collapse of the Dollar.   
 
In a recent paper Turk prepared for the Committee for Monetary Research and Education 
(www.cmre.org), he wrote: “Central banks are barbarous in part because they conspired to put an end 
to Newton’s brilliant invention—the gold standard—that safeguarded sound money for 200 years.”  
Yes, that’s right; it was Isaac Newton himself who invented the concept of the gold standard in 1717.   
 

http://www.ameinfo.com/96992.html
http://www.cmre.org/
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Turk ends his paper as follows: “Not far in the future, when the US dollar collapses as just one in a 
long list of fiat currencies that have collapsed before it, people will look back and ask themselves how it 
was possible that barbarous institutions like central banks could have hoodwinked so many people into 
thinking they were good institutions acting in the public interest.  The answer is that central banks have 
created the illusion of prosperity.  Because people think that they are well off, they have no reason to 
question basic tenets that they are led to believe.  For this reason, people are easily cozened into 
believing that gold is the barbarous relic, that central banks are doing a good job, that officially 
measured inflation is low, and that their financial future is secure.  However, nothing could be farther 
from the truth.” 
 
The truth?  You be the judge.  One thing is certain: gold has been around much longer than central 
banking.  And the most interesting thing is that the purchasing power of an ounce of gold today is 
apparently still much the same as it was in Newton’s days, as well as in Julius Caesar’s Roman Empire 
days.  Take a look at this chart, for example:   

 

 
      Source: Casey Research. 

 
So, if the price of crude oil in gold remained essentially unchanged throughout the last 50 years or so, 
it is clear that gold communicated the economic value of oil very effectively.  Well, the communication 
of economic value is actually one of the primary functions of money.  So gold would appear to still act 
as money, despite what some would have you believe.   
 
I leave you with this quote from the uncontested dean of the Austrian School of economics (and I 
highly recommend you visit www.mises.org for more inspiration):  
 

"There is no means of avoiding the final collapse of a boom brought about by credit expansion. 
The alternative is only whether the crisis should come sooner as the result of a voluntary 
abandonment of further credit expansion, or later as a final and total catastrophe of the 
currency system involved." 
 
–Ludwig Von Mises 
(1881-1973) 
Economist 

 
Would you not feel better if you owned some gold and silver, knowing that at least some aspect of your 
financial wellbeing would no longer depend on the global fiat currency system we now have and which 
is being abused by those who have the power to do so?  I know I do. 

http://www.mises.org/
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Your freethinking investment strategist, 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
 

Next issue: What inflation truly is and why it’s back with a vengeance! 
 


