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Article 1:  

Just Give Me Some Truth! 
 

 
"One of the saddest lessons of history is this: If we’ve been bamboozled long enough, we tend 
to reject any evidence of the bamboozle.  We’re no longer interested in finding out the truth.  
The bamboozle has captured us.  It is simply too painful to acknowledge -- even to ourselves -- 
that we’ve been so credulous."  
 
- Carl Sagan 
(1934-1996) 
American astronomer, humanist 

 
Since the start of the New Year, reading the newspaper or watching the news on TV, one could easily 
be forgiven to think that all is well in our world.  Well...  Is it?  There is a certain eerie calm about it all.  
It’s a bit, I guess, like being in the eye of a hurricane.   
 
We seem to be becalmed in a sea of liquidity.  Looking out the window...or at the headlines... you 
wouldn't expect any trouble, would you?  When have things ever been better? Share prices will 
continue to rise strongly this year.  There was or is no housing bubble, we are told.  Inflation is no 
longer a worry, experts claim.  Oil price is going down.  Interest rates will also be coming down shortly.  
So: ‘don’t worry, get some money’!  Oh yes, and the (North Hemisphere) winter will soon be over...  Do 
you believe any of that crap?  I don’t.  And I have the feeling that I am not completely alone in this 
camp.   
 
Look at the price of gold, for example.  While oil has dropped to US$50 a barrel, gold has gone up...  
The remarkable quality of gold is its steadfastness.  Most of the time, you couldn’t care less.  Why 
would you want to hold a lifeless, dividend-less, cold, inert yellow metal, when you could own a warm, 
living, productive business... or a farm... or invest in risk free interest paying term deposits?  Normally, 
you wouldn't.  Most of the time, holding gold is not a very shrewd thing to do.  That is, unless you are in 
the banking business!   
 
But the same thing that makes gold useless most of the time makes it invaluable occasionally.  It is a 
bit like an annoying friend or an insurance policy.  That’s probably why the actuary in me likes gold 
right now...  Most of the time it is a waste of time and money; then, once in a while, you are glad you 
have it.  I cannot be sure of it (or anything, for that matter)... but it looks to me as though this is one of 
those times. 
 
All I know is that when liquidity is rising at the fastest rate in history as it is now (see below) – creating 
a new kind of ‘asset inflation’ that, unlike price inflation, can not be containable by the central banks - 
somebody's money is going to be flushed away.  How?  When?  I wish I knew.  But now more than 
ever, I believe, we need to be prudent, pay attention to the facts and keep track of the increasing 
global financial leveraging that is going on.  And that’s the truth! 

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

 
Article 2:  

Global Liquidity, Debt and Delusion 
 

“In the choice between changing one's mind and proving there's no need to do so, most people 
get busy on the proof." 
- John Kenneth Galbraith 
(1908-2006) 
Canadian-American economist, iconoclast  

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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(He is also known to have said, among other things, "Economics is extremely useful as a form 
of employment for economists" and "The only function of economic forecasting is to make 
astrology look respectable".) 

 
The world is awash in liquidity right now, searching for a home.  That’s not good.  It's a "Global 
Gusher," says The Economist, estimating that global liquidity has grown at 18% per year for the past 
four years - "probably the fastest pace ever" (Source: article entitled “The Global Gusher” on pp 59-60 
of the January 6

th
-12

th
 print edition).  What we are seeing in today's markets is merely the wash and 

ripple of this huge tide of money sloshing around the planet.  Take a look at this chart, taken from the 
article: 
 

 
 
According to The Economist, this abundance of liquidity has lured investors into riskier assets in 
search of higher returns.  Now, that can’t be good...  Because we need to remind ourselves that 
nothing lasts forever.  Even granite eventually cracks and wears down into fine sand (or so I hear).  As 
for a liquidity bubble it can be here today and gone tomorrow.  This one has already lasted a long time. 
When or how will it end?  That is the question! 
 
All Bubbles Pop In The End 
 
Residential mortgage lending is at historic highs, both here in New Zealand and in the US, despite 
slowing economies and already very high household debt levels.  In New Zealand, “Mortgage lending 
by banks continues to grow strongly, rising to a nominal high of NZ$122 billion at the end of June” ... 
“since 2003 mortgage lending has been growing faster than nominal GDP” ... “the ratio of bank 
mortgage lending to GDP has grown from 50 percent of annual GDP to around 78 percent in 2006”.  
(Source: RBNZ Financial Stability Report, November 2006, page 25) 
 
In the US, “Over decades until 2000, outstanding total mortgages accumulated to US$4.8 trillion.  In 
the second quarter of 2006, they amounted to US$9.3 trillion.  Mortgage growth over the last five years 
was almost equivalent to its growth over the prior five decades.”  Here’s some more cutting edge 
analysis from Richebächer on the US “Monetary Anarchy”:  
 

“It has to be realized further that over the past 10 years, the U.S. economy has undergone a 
dramatic transformation in the relationship between the economy and its asset markets. In days 
past, movements in asset prices largely reflected underlying economic activity and 
fundamentals. The target of monetary policy and the main focus of attention was the economy. 
This relationship has been turned on its head. There is no secret as to how the Greenspan Fed 
pulled it off in 2001. Greenspan deliberately turned to asset markets as the primary target of 
monetary easing to generate borrowing and spending. It was all about replacing the popping 
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equity bubble with an array of new bubbles, enabling private households to embark on their 
greatest borrowing binge in history.”  (Source: The Richebächer Letter, Issue number 402, 
December 2006) 

 
So what’s next from the great money illusionists?  In a world of huge capital flows, the conventional 
price indexes (like the CPI, for example) have simply become much too narrow to be meaningful 
measures of inflation.  What has radically changed since the early 1980s is the purpose of borrowing, 
from real to financial ‘wealth creation’.  Here’s Richebächer, again: 
 

“Asset-driven growth is the popular label for America’s new pattern of economic growth. It is a 
grossly misleading label, because the driver is not the creation of real assets, but the creation 
of higher asset values, euphemistically hailed as ‘wealth creation’ ...  In our view, the publicity 
that this term has received in recent years has been a deliberate device to delude people about 
the poor development in the economy, contrasting strikingly with the astronomical “wealth 
creation” through inflating asset prices.” 
 

The US has become a mere ‘caricature of capitalism’, according to Richebächer!  In his view, the US 
economy is in danger of a recession that will prove unusually severe and long.  And he is nobody’s 
fool.  No less than Paul Volcker, as then Chairman of the Federal Reserve Board, is known to have 
once proclaimed: “Sometimes I think that the job of central bankers is to prove Kurt Richebächer 
wrong”!  Certainly, by any measure, the US economy is in far worse shape now than it was even in 
2001.  And the unraveling of the housing bubble (yes, there IS a bubble) is clearly at hand.  Yet, it 
seems that the continuous buoyancy of the financial markets is again deluding many people about the 
gravity of the economic situation... 
 
Back in 2001, after the tragic events of September 11, rapid interest rate cuts by the Maestro illusionist 
of the time (Fed Chairman Alan Greenspan) and the developing housing bubble cushioned the effects 
of the then bursting equity bubble and spawned an unusually anemic recovery (which has been largely 
reliant on consumer spending rather than investment).  This time, however, there is NO alternative 
bubble to rescue the US economy.  Poor Ben Bernanke!  But, oh no, here comes Bush to the rescue... 
 
The “Surge” Is On 
 
US President Bush recently announced a military ‘surge’ in Iraq, despite all the best advice to the 
contrary and also public opinion in his own country strongly against such an act.  Well, as wrong as 
this act already is, it is but a diversion from the real agenda.  That’s right.  The deception goes on 
unabated.  This initiative is merely an attempt to distract the new Congress from the real war plan of 
the Bush administration.  There is no ‘surge’ in Iraq.  The real target now is Iran.  So let’s talk about... 
nukes.   
 

Well, according to many reliable sources - and this will come as a shock to many of you so beware 

before you read on... - the US is planning to wage war against Iran and the use of nuclear weapons is 
now more likely than ever, given the relatively new view that there would be only minimal ‘collateral 
damage’ and the possibly devastating effects on the local population are now even supposed to be 
considered ‘acceptable’.  What?  Have they gone mad?  Surely, this can’t be happening!  
 
According to Jorge Hirsch, a Professor of physics at the University of California San Diego and a 
frequent contributor to Global Research (http://www.globalresearch.ca/), “President Bush is invoking 
his "commander in chief" authority to escalate the war in Iraq and he will likely also invoke it to launch 
an aerial attack against Iran.  Congress has long ago abdicated and delegated to the President its 
constitutional responsibility to initiate wars.  Yet Congress still has one sure-fire way to influence 
events: it has the constitutional authority to make the "nuclear option" against Iran illegal. In so doing, it 
would stop the relentless drive to war against Iran dead in its tracks”.  
 

http://www.globalresearch.ca/
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Professor Hirsch goes on: “If Congress chooses not to face the fact that US military action against Iran 
is likely to lead to the first US use of nuclear weapons since Nagasaki, each one of its members will 
share responsibility for the nefarious chain of events that is likely to follow, and should be preparing to 
face his/her very own nuclear Nuremberg trial”.  What do you think the new Congress will do?  (Want 
more? http://www.globalresearch.ca/index.php?context=viewArticle&code=20070120&articleId=4525) 
 
Things are not what they used to be, my friends.  Indeed, according to a new Pentagon doctrine 
(thanks to “don’t know what I don’t know” Donald Rumsfeld), ‘mini-nukes’ are now apparently “safe for 
the surrounding civilian population".  This is known in official Washington, as "Joint Publication 3-12", 
the new nuclear doctrine (Doctrine for Joint Nuclear Operations, (DJNO) (March 2005)), which calls for 
"integrating conventional and nuclear attacks" under a unified and "integrated" Command and Control. 
(For more, see http://zfacts.com/metaPage/lib/zFacts_2005_03_15_Joint_Nuclear_Operations.pdf).   
 
The most chilling aspect of this new doctrine, in my view, was revealed by Michel Chossudovsky 
(whose excellent research I have referred to before in earlier issues of Prosper!) in a recent article 
published in a Canadian paper: “We are no longer dealing with "the risk" associated with "an accidental 
or inadvertent nuclear launch" as outlined by former Secretary of Defense Robert S. McNamara (i.e. 
the infamous possibility of an accidental push of a certain button...), but with a military decision-making 
process which provides military commanders, from the Commander in Chief down to the geographical 
commanders with discretionary powers to use tactical nuclear weapons.”  Wow!  So now, dear fellow 
humans, not only the US President but also certain commanders situated in the actual theatre of war 
or actively involved with waging the war can also ‘push the button’ once war has been declared...  
Simply amazing!  (More? http://www.agoracosmopolitan.com/home/Frontpage/2007/01/15/01309.html) 
 
I, for one, happen to think it’s better to know these things than not to.  So now you know.  That does 
not mean we should panic or despair.  No.  Not at all...  There is always hope and I, for one, am a 
great believer in the rising level of consciousness in the world today.  It’s as if we are living another 
Age of Enlightenment as in the 18

th
 century, when Reason helped create the intellectual framework for 

the American and French Revolutions.   
 
So what can we do?  Well, first and foremost, my American friends will hopefully continue to put 
pressure on their representatives in Congress and, hopefully, ultimately succeed in stopping Bush and 
Cheney in their tracks.  Then we should all do what human beings are programmed by nature to do: 
look after ourselves and our fellow human beings.  The ruling elite sure aren’t...  And, last but not least, 
we must again take greater care in how we use and relate to ‘money’ or else we could one day face 
financial ruin.   
 

“A nation ceases to be republican only when the will of the majority ceases to be the law.” 
- Thomas Jefferson 
(1743 - 1826) 
Primary author of The Declaration of Independence (which formed in 1776 the then new nation 
of the United States of America and declared it forever independent of Great Britain) 
 

 
 
Your freethinking investment strategist, doing his best to be in the present, 
 
 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
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