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Article 1:  

Show Me the Money!   
 
What goes around comes around.  The so-called rich countries no longer dominate the global 
economy.  That’s a fact.  So-called ‘developing countries’ are fast becoming the driving force behind 
global growth and are having a big impact on developed countries’ inflation, interest rates, wages and 
profits.  The Economist newspaper recently published a Survey of the world economy entitled ‘The 
New Titans’.  In it, we find that emerging countries are looming larger in the world economy by a wide 
range of measures.  One of these is, of course, population: more than 80% of all people live there.  
But, also there, is 70% of the world’s foreign-exchange reserves. 
 
Most of those reserves are still in US dollars.  But the times, my friend, they are a-changing.  China, for 
one, said quite publicly that they had enough, now that they had one trillion (1,000,000,000,000) bucks.  
So what will China replace the greenback with?  Commodities!  The stockpiling has already begun.  
Russia, another so-called ‘developing’ economy, has the 3

rd
 largest foreign-exchange reserves (after 

China and Japan).  Its leaders have also said openly that it will diversify its reserves away from US 
dollars in favor of, among other things, Euros and gold.   
 
Both China and Russia, as indeed many other developing economies, now have huge trade surpluses, 
whereas countries like the US which has been the main engine of global economic growth in the past 
now have increasingly large trade deficits.  Russia, for example, is now making so much money that it 
can literally pay off its debt ahead of time (as it effectively did a few months ago, when it paid the 
balance of the debt of 45 billion US dollars, the burden of which Russia had to carry after the collapse 
of the Soviet Union, and saved over 12 billion US dollars on interest payments in the process).  It is no 
longer the begging nation it once had to be, less than a decade ago. 
 
Some of the so called developing economies should instead be called re-emerging economies, 
because they are in fact regaining their former eminence. Until the 19th century, China and India were 
the world’s two biggest economies. Before the steam engine and the power loom gave Britain its 
industrial lead, today’s re-emerging economies dominated world output. Estimates suggest that in the 
centuries leading up to the industrial revolution these economies produced, on average, 80% of the 
world’s economic output.  
 

“The US can lose its dominance only as a result of its own mistakes.  At present the country is 
in the process of committing such mistakes because it is in the hands of a group of extremists 
whose strong sense of mission is matched only by their false sense of certitude. 
 
This distorted view postulates that because we are stronger than others, we must know better 
and we must have right on our side.  That is where religious fundamentalism comes together 
with market fundamentalism to form the ideology of American supremacy.” 
 
- George Soros  
(1930-    ) 
Investor extraordinaire, philanthropist, philosopher, author (the above quote is from his book 
The Bubble of American Supremacy: Correcting the Misuse of American Power, 2004) 
Most famously known for "breaking the Bank of England" on Black Wednesday in 1992  

 
In this issue, we’ll take a look at the impact that re-emerging economies are having on commodity 
prices.  We’ll also make some observations on the growing tensions in the world between nations of 
different and sometimes conflicting persuasions and, for good measure, theorize a little on the future of 
the US dollar hegemony in global trade. 
 
But before we do, may I take this opportunity to thank all those of you who have so generously given 
me your support and encouraged me to continue on this journey.  I know also that many of you have 
passed on my e-letters to others and that is great.  However, may I please remind you that unless you 
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use the boxes that you’ll find at the bottom of these e-letters to enter your friends’ details, they will not 
be automatically receiving future issues of Prosper!  Thank you.  
 
Please note that all past issues of Prosper! are available Here for your convenience. 

 
Article 2:  

Commodity Prices and Geopolitics: The Great Shift in Wealth  
 
The balance of power is shifting.  The importance of this great shift cannot be over-emphasized 
because it is shaping the global economy and it will likely have a profound effect on the global 
monetary system.  Last year, the combined economic output of all emerging economies achieved more 
than half of total world economic output (measured at purchasing-power-parity, which takes account of 
lower prices in poorer countries).  This is why it can no longer be argued that the global economy is 
dominated by the so-called rich countries.  
 
The shift in wealth from West to East is long-term and structural and unlikely to be reversed.  At some 
point in time this shift will lead to economic and political rifts that will heighten global tensions and 
prompt financial and possibly military responses.  The shifting of economic power to the East is well 
along and unlikely to stop.  Could this be the future look of the ‘old riche’ (as opposed to the ‘nouveau 
riche’)? 
 

 
Source: The Economist, The New Titans, A survey of the world economy, 16 September 2006, page 17. 

 
 

The emergence of a cheap, but competent, global labour force will have an ongoing, destructive effect 
on manufacturing in the developed world (not just in the US) in the short, medium and long-term.  So 
when push comes to shove, how much transfer of wealth and production can the US (and the rest of 
the developed world) cope with, until they become an extremely diminished power?  In turn, how long 
will they tolerate the entire process before sparks begin to fly? 
 
As of now, the emerging countries own 70% of the world’s foreign-exchange reserves, which officially 
is identified as being 2/3 in US dollars and ¼ in Euros.  However, with political jurisdiction resting in the 
hands of the US Administration, ownership of US dollars may well be less powerful than control, 
implying that at any time the US Administration considers it in the US national interest it can freeze 
these foreign owned assets emasculating any power they have!  But, of course, let’s not get carried 
away, as that would only possibly happen when days are far darker than they are now... right? 
 
But this could explain why the Chinese are now buying and stockpiling ‘monetisable’ commodities, 
especially base metals, whilst they can do so at low prices and before their US dollars are worth much 
less.  After all, China needs a lot of raw materials just to keep its population working and to keep 
improving its internal infrastructure and they do indeed now have a lot (one trillion, to be exact) of what 
is acceptable tender for purchases of commodities around the world.    
 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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Also, should the global reliance on the US dollar continue to slowly be shared with other currencies 
(like the Euro), there will be a weakening if not a collapse of the US dollar which would then have to 
stand on its own merits (as opposed to still being able to rely as it has been able to do since Bretton 
Woods in 1944 on the dollar's status as the major reserve currency and the only currency in which 
many of the major commodities (like crude oil) must be traded – a situation, incidentally, which the late 
French President, General Charles De Gaulle, correctly termed at the time as the "exorbitant privilege" 
of the US dollar).  In effect, the control of the strength of the US dollar is now passing, or has already 
passed, from the US to those emerging nations with surplus US dollar holdings in their reserves. 
 
The US central bank, the Fed, has allowed a build-up of excess liquidity in the US, which has flowed 
into the prices of assets such as homes, rather than into traditional inflation.  The housing market there 
appears to be becoming distressed, but with the temporary drop in the oil price some relief is being felt 
in the consumer’s cash flow, staving of disasters in many cases.  Consequently, the “live-now, pay-
later” way of thinking, which has encouraged too much borrowing and too little saving is still 
entrenched, making more permanent the capital flows to the East.   
 
The visible result has been to widen the US current-account deficit to record levels persistently, 
effectively enslaving the future of the US dollar.  When we hear Chinese officials express their view on 
the Yuan, we hear that it will be allowed to appreciate only when it is in the interests of China to do so.  
That should not surprise anyone.  After all, the US also acts in its own self-interest.  The difference 
here, however, is that China now owns one trillion (that’s 1,000,000,000,000 just in case you forgot) 
US dollars and their trade surplus with the US is still growing.  This could be a warning sign that China 
would very likely allow the US dollar to fall heavily, if it was only up to them.   
 
Geopolitics 
 
Over the past few years, I have completely changed my way of looking at investments.  This is 
because I now consciously choose to live in the present.  I am less consumed by activities which take 
one away from the richness of the present to concern oneself with either the past or the future; such as 
when evaluating past investment performance results and determining expected future returns from 
investments.  I am now much more interested in the Big Picture: understanding what is really 
happening strategically at this very moment in our world and, accordingly, decide how it is best to 
strategically position my own portfolio as well as those of my clients in order to not only preserve our 
wealth but also prosper financially. 
 
As a result, I have come to realise that major changes in our investment portfolios come mostly from 
changes in the economy, and major changes in the economy come from politics.  To know how your 
investments will behave you must know how governments will behave.  Most practitioners that I know 
delve deeply into investments and take at least a cursory glance at the state of the economy.  But few 
spend much time studying the behaviour of governments, military activities and how they are likely to 
affect your investments.   
 
So I now consider geopolitics much more seriously than I used to when developing investment 
strategies.  Geopolitics can broadly be defined as the study which analyses geography, history and 
social science with reference to international politics.  In other words, it examines the political and 
strategic significance of geography; in this context, geography is defined in terms of the location, size, 
and resources of places.  It is very interesting stuff!   
 
But, because there is so much uncertainty, if not outright secrecy, about governments’ strategic 
intentions, both diplomatically and militarily, geopolitics is also a fertile ground where many wacky 
ideas can flourish.  So one must use one’s judgement carefully about such things and decide whether 
any given theory is more plausible than another and, if so, decide whether or not to take into account 
how it theorizes governments and militaries around the world will act when setting one’s investment 
strategy.  A new favourite source of mine is Project Censored (www.projectcensored.org); where you 

http://www.projectcensored.org/
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can quickly and easily find independent information on things that matter but are underreported in the 
main media.  But be warned: it’s not for the faint of heart.   
 
If you prefer to remain ignorant of the truth, don’t go there.  On the other hand, please note what 
Walter Cronkite (he is a retired American journalist, best known for his work as a television news 
anchorman; during his tenure at CBS Evening News - you can see the last two minutes of his final 
newscast here: http://www.youtube.com/watch?v=Vl8wQFMs3pQ - he was often cited in viewer opinion 
polls as "the most trusted man in America", because of his experience and professional demeanour) 
has to say about Project Censored: “Project Censored is one of the organizations that we should listen 
to, to be assured that our newspapers and our broadcasting outlets are practicing thorough and ethical 
journalism.”  For me, that testimonial alone gives it some credibility. 
 
Petrodollar Warfare 
 
The expression ‘oil currency wars’ is also used for the concept.  It hypothesises that many international 
manœuvres in recent decades have been taken to support the current dollar hegemony over other 
currencies.  Supporters of this hypothesis believe that the US dollar’s international value is determined 
by the fact that many key commodities (like oil and gas) are not only denominated in US dollars but 
can also only be transacted in US dollars.   
 
Supporters also believe that if the denomination changes to another currency, for example the Euro, 
many countries would sell their US dollars and cause central banks to shift much of their reserves 
because they would no longer need the US dollars to buy oil and gas.  This would weaken the US 
dollar compared with other currencies such as the Euro in accordance with the law of supply and 
demand.   
 
A fascinating book by William R. Clark, Petrodollar Warfare: Oil, Iraq and the Future of the Dollar was 
published last year by New Society Publishers in Canada.  The almost complete lack of critical debate 
within the US media and society in general regarding the recent Iraq War motivated the author, who 
lives and works in the US, to write this book.  In it, you find a compelling essay written by a well 
educated (MBA, etc) US citizen whose own sense of patriotic duty moved him to express dissent and 
inform others that “our current military-centric geostrategy will ultimately result in massive US 
economic failure”.  He writes:  
 

“It is imperative that US citizenry become cognizant that monetary manoeuvres away from the 
dollar by the international community indicate a manifest intolerance of a unilateralist United 
States employing militant imperialism that seeks to gain control over the world’s energy supply 
and denies the self-determination of sovereign nations regarding their chosen oil export 
currency.  The 2003 Iraq War and its subsequent occupation has pushed the US further along 
the precarious path of imperial overstretch and economic decline.” 

 
We now know for certain that there were no weapons of mass destruction in Iraq.  We also know that 
there was no link between Saddam Hussein and Al Qaeda and so, Iraq had no link with the September 
11 attacks.  So what then motivated the current Bush Administration to invade Iraq?  Back to Clark:  
  

“...this was a war to gain control over Iraq’s hydrocarbon reserves and, in doing so, maintain 
the US dollar as the monopoly currency for the critical international oil market.  It was, and is, 
about retaining the dollar as the world’s reserve currency, and it is also about securing its 
continued use as a mechanism for effortless US credit expansion and global supremacy.  It is 
also about the installation of numerous US military bases in Iraq to gain strategic dominance of 
the region with the largest remaining hydrocarbon reserves on the planet.  As the reader will 
witness, these assertions are based on a rigorous analysis of the facts, backed with stated US 
strategic goals.” 

 

http://www.youtube.com/watch?v=Vl8wQFMs3pQ
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Indeed, in November 2000 Saddam Hussein had the temerity of becoming the first OPEC nation to 
begin selling its oil for Euros instead of the obligatory US dollars.  Big mistake!  We all know what 
happened to him later...  Then, as soon as Iraqi oil became again available to sell on the world market 
after the US invasion, it was announced that payment would once again only be acceptable in US 
dollars (source: Financial Times, 5 June 2003).  What a coincidence!   
 
Another likely reason for the US invasion and the ongoing military presence in Iraq and elsewhere in 
the Middle-East could be to dissuade further momentum within the oil producing nations toward the 
Euro as the currency of choice, especially from Iran- the second largest OPEC producer, who was 
actively discussing a switch to Euros for its oil exports.  In fact, did you know that the Iranians are 
planning to open a new commodity exchange, referred as 'Iran Petroleum Exchange', 'International Oil 
Bourse' or 'Iranian Oil Bourse': a ‘Petrobourse’ for petroleum, petrochemicals and gas in various non-
dollar currencies, primarily the Euro?   
 
If successful, this would establish a Euro-based pricing mechanism for oil trading, or oil ‘marker’ as it is 
called by traders.  The three current oil markers are all denominated in US dollars: North America's 
West Texas Intermediate crude (WTI), North Sea Brent Crude, and the UAE Dubai Crude. The two 
major oil bourses are the New York Mercantile Exchange (NYME) in New York City and the 
International Petroleum Exchange (IPE) in London. The proposed Iranian Bourse would establish a 
fourth oil marker, but this one would be in Iran and denominated in Euros... not US dollars.  
 
Hummm...  wasn’t that what Saddam did, but this time would be done on a much bigger scale?  The 
Iranians are obviously about to commit an "offence" far greater than Saddam's conversion to the Euro 
of Iraq’s oil exports was in the fall of 2000.  Surely, the Bush Administration will not allow this to 
happen, right?  Well, apparently, the Pentagon has been planning for operations against Iran as early 
as 2005, shortly after Iran first made public its intentions to open this new Euro-based oil Bourse on its 
territory.  Here’s what Clark has to say about all this: “While the publicly stated reasons will be over 
Iran's nuclear ambitions, there are unspoken macroeconomic drivers explaining the real reasons 
regarding the 2nd stage of petrodollar warfare - Iran's upcoming Euro-based oil Bourse.”  
 
Remember Lebanon? 
 
Analysts and pundits have attempted to understand why there was such a disproportionate military 
response back in July by Israel to the kidnapping of two of its soldiers by Hezbollah in Lebanon.  Some 
argue that the best possible explanation is that the massive retaliation was a warning to Iran of US 
intentions should it continue to disregard US concerns.  What?  Well, you see, leaders in Israel, as well 
as most US politicians, view Hezbollah as a branch of the Iran military just as leaders in the Moslem 
world (and many reasonable people) view the Israeli forces as a branch of the US military.   
 
There has been much concern that the US support of the Israeli attack on Lebanon may have been 
only the first step of a wider war that will later involve Iran and Syria, with the official justification being 
Iran's refusal to terminate its program for nuclear power generation.  But with North Korea now clearly 
proceeding with its own nuclear program, how credible would an attack on Iran instead of on North 
Korea actually be in the eyes of the world?  And what message would that send to the countries of 
Northeast Asia? 
 
That the Bush Administration is now in crisis is less and less disputed as a fact.  But with mid-term 
congressional elections in the US only two weeks away, what could now save the Republicans’ control 
of Congress, which they so desperately need to continue their expensive ‘mission’ in Iraq and 
elsewhere?  Will yet another late ‘October surprise’ come to the rescue?  The ‘fear’ card seems to 
work especially well with American voters, so maybe something scary but plausible like the US being 
‘attacked’ by Iran and then promptly and decisively retaliating, as is advanced by some notable 
experts, is within the realm of possible scenarios... 
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Let’s hope not.  But when you put two and two together, it’s not that much of a stretch to think it is not 
only possible but probable that such a thing could actually happen.  After all, why else would there be a 
huge naval build-up at this very moment in the Persian Gulf and the Eastern Mediterranean?  For more 
detailed information on this, for those who have the stomach, please visit the following web pages, 
where you will find authoritative and extensively researched articles by Michel Chossudovsky, a 
Canadian economist and a professor of economics at the University of Ottawa,  
http://www.globalresearch.ca/index.php?context=viewArticle&code=CHO20061006&articleId=3407 and 
Mahdi Darius Nazemroaya, an independent writer and analyst of the Middle East based in Ottawa, 
http://www.globalresearch.ca/index.php?context=viewArticle&code=NAZ20061001&articleId=3361.   
 
Here’s how Chossudovsky forewords his article, which is entitled “"Cold War Shivers": War 
Preparations in the Middle East and Central Asia”: “It is essential that people across America and 
around the world take cognizance of the dangers of a Middle East war directed against Iran and act 
decisively to challenge the US military agenda and reverse the tide of war.  The World is at the 
crossroads of the most serious crisis in modern history.  The US has embarked on a military 
adventure, "a long war", which threatens the future of humanity.  This article documents recent 
developments, focusing on military deployment and preparations in the event of a US led war on Iran.” 
 
Incidentally, the geographical location of Iran’s proposed new Euro-based oil Bourse is the Persian 
Gulf island of Kish (which is designated by Iran as a free trade zone).  That happens to be exactly 
where the undeniable build-up and development of measures that confirm a process of military 
deployment and preparation for war is taking place right now.  How could that be just a coincidence?  
Either way, it now seems clear to me that US policy makers will sooner or later have to face a difficult 
choice: monetary compromise or continued petrodollar warfare.   
 
In the meantime, try to avoid as much as you possibly can any excessive exposure to the US dollar in 
your investment portfolio (unless, of course, your exposure is in commodities, the price of which will 
continue to go up as the US dollar goes down in value) and do please at least seriously consider 
buying some gold and silver if you have not yet done so.   
 
I would now like to close this issue of Prosper! with two quotes.  The first is from Robert Fisk, the 
indomitable British journalist who lives (and has done so for the past 25 years) in Beirut, Lebanon, and 
writes for The Independent as its Middle East correspondent.  This is taken from his latest article (as I 
write this), entitled “We've all been veiled from the truth”, dated 21 October: 
 

“It's as if a blanket, a curtain, a veil has been thrown over history - so that the shadow of real 
events is just visible, but their meaning so distorted as to be incomprehensible.” 

 
For this ominous issue, the last word shall belong to Albert Einstein: 
 

 “The significant problems we face can not be solved at the same level of thinking we were at 
when we created them.” 
 
- Albert Einstein 
(1879-1955) 
German/American theoretical physicist; best known for his Theory of Relativity (E=mc

2
) 

 
 
Your freethinking investment strategist, hoping that we can elevate our collective awareness to the 
level Einstein foresaw as necessary for our salvation, 
 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
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