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Article 1:  

Why Retire? Retread Instead! 
 
 
During all of my employed working life, from when I left university in 1977 until I decided to leave my 
last employer (I only had two in 27 years of employment) in 2004, the core of my work was related one 
way or another to this relatively new concept that is now so pivotal in today’s society: retirement.   
 
As a consulting actuary, I was at first mostly involved in estimating clients’ future cost of providing 
retirement benefits to their employees and advising them on how to best keep those obligations 
funded.  Over time, the pool of assets necessary to fund all these growing liabilities also grew and it 
gradually became a lot more fun to focus on the assets than on the liabilities.  So the consulting 
actuary in me didn’t quite retire, but he did remould himself into an investment consultant.  That 
metamorphosis was quite slow and gradual.  The professional transformation was complete by 1997, 
when I received my CFA charter. 
 
Now, ten years later, I am of course still an actuary.  But I see things very differently.  You see, having 
chosen not to be employed by any specific organisation over the past few years has given me the 
distinct dual advantage of having time and being able to think freely.  So, I naturally ended up 
questioning many of the things we have now all become more or less indoctrinated into believing are a 
necessary and normal aspect of life, even though this was not the case just a few years ago (for an 
actuary, looking at trends, 40 or even 60 years is just a blip!).   
 
Where am I going with this, you might well ask at this point?  Well, I’ll tell you: the model of getting an 
education, then working 40 years or so and then retiring for the rest of your life is already no longer 
valid.  In today’s fast evolving world, there is no way you can stop educating yourself when you are in 
your 20s if you want to continue being competent and relevant at what you do.  So, education is fast 
becoming a lifelong necessity.   And so will work!  It’ll be just as natural an evolution in our society over 
the next ten to thirty years as the change in the need for education has been.   
 
Does that mean that ‘retirement’ is dead?  No, of course not; but retirement as we know it and as we 
still plan (or not) for it, will surely die a slow death.  After all, let’s not forget that the idea of retiring at 
65 was invented when life expectancy was less than 65...  In other words, we weren’t supposed (on 
average) to even make it!  Let’s face it: the original concept itself has become nonsensical if not 
obsolete in today’s reality and it is now becoming increasingly abused and misrepresented both 
politically and journalistically.   
 
Take The New Zealand Herald’s editorial for Monday the 26

th
 of February 2007, for example, (see 

http://www.nzherald.co.nz/section/466/story.cfm?c_id=466&objectid=10425747), which had the catchy 
headline “Past time to save for retirement”.  How could 63% of a population now think that retirement 
saving should be made compulsory when just ten years ago it was flatly rejected by 93% of the 
voters?!  “Politics, in a word”, according to The NZ Herald...  Well, that’s only half the truth.  In reality, 
it’s because of “Politics and poor journalism”.  But, hey, you won’t read that in a newspaper’s editorial. 
 
Think I’m exaggerating?  OK, take this comment, which ends up being a central argument of that same 
editorial: “Sometimes it is not in an individual’s interest to do the right thing unless everybody else 
does.”  So that’s where we’ve now arrived at when it comes to exercising our individual responsibility: 
“I’ll do it, if you do it too”...  What a sad, sad situation.  No wonder we’ve got problems.  
 

“I recommend that the Statue of Liberty be supplemented by a Statue of Responsibility on the 
west coast.”  
 
Viktor E. Frankl 

http://www.nzherald.co.nz/section/466/story.cfm?c_id=466&objectid=10425747
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(1905-1997) 
Holocaust survivor, Austrian psychiatrist, Author of “Man’s Search for Meaning”,  
Referring to the well known monument on the East Coast of the United States 
 

Only by balancing Liberty with Responsibility can Freedom be sustained.  Responsibility must go hand 
in hand with liberty.  Otherwise, there is no real freedom; just the illusion of freedom.   
 
Please note that all past issues of Prosper! are available Here for your convenience. 

 
Article 2:  

The Year of the Golden Pig 
 
February the 18th marked the beginning of what is widely believed to be the Year of the Golden Pig.  
People say this special year comes once every 600 years.  They came to this conclusion through some 
calculation, using a combination of the Chinese zodiac and the yin and yang theory.  So, what's so 
special about the Year of the Golden Pig, you ask?  
 
I don't usually look into superstition.  But I was interested in a 
small calculation that Bud Conrad of Casey Research made 
recently just for fun.  His contention was that if all the Chinese of 
the world are superstitious, then their superstition may well have 
an impact on the price of gold.  Indeed, many Chinese (and 
others) will celebrate by buying golden charms like this one to 
commemorate the Year of the Golden Pig. 
 
How many golden pig bracelet charms are in an ounce, times 
what % of the Chinese population of 1.6 billion will be buying 
one?  If one in a thousand Chinese buy a charm of one quarter 
of an ounce, that would be 1,600,000,000/1,000/4 =400,000 oz, 
which at 32,150 oz/tonne = 12 tonnes.  That’s a lot of little piggies!  Of course, compared to total world 
production of 2,500 tonnes, it’s not all that much.  But the power of the Chinese on any market should 
not be underestimated and this just may be one more positive effect on the gold price this year. 
 
On a more serious note, a number of very interesting, even historic in some cases, developments took 
place these past few weeks that will undoubtedly have a much greater impact on the price of gold than 
the little piggies ever will.  Let’s just look at three distinct and separate events and, as we do, try and 
reach some sort of view on the likely current state of the US central bank’s credibility and future 
strength of the US dollar. 
 
1. Putin Tells It As It Is 
 
Putin’s speech in Munich on 10 February at the 43rd Munich Conference on Security Policy (which you 
can find in full here: 
http://www.securityconference.de/konferenzen/rede.php?menu_presse=&menu_2007=&menu_konfere
nzen=&sprache=en&id=179&) surprised many, especially the US delegation.  US Defense (yeah, right) 
Secretary Gates even accused Putin of wanting to start another Cold War!  All Putin did, but did very 
publicly (even though what he said was hardly reported in the mainstream press), was to expose some 
facts about the current state of US imperialism or the unipolar state of the world.  Here are some of the 
things he said: 
 

“This conference’s structure allows me to avoid excessive politeness and the need to speak in 
roundabout, pleasant but empty diplomatic terms. This conference’s format will allow me to say 
what I really think about international security problems.” 
 

http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
http://www.securityconference.de/konferenzen/rede.php?menu_presse=&menu_2007=&menu_konferenzen=&sprache=en&id=179&
http://www.securityconference.de/konferenzen/rede.php?menu_presse=&menu_2007=&menu_konferenzen=&sprache=en&id=179&
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” It is well known that international security comprises much more than issues relating to military 
and political stability. It involves the stability of the global economy, overcoming poverty, 
economic security and developing a dialogue between civilisations.” 
 
“Today we are witnessing an almost uncontained hyper use of force – military force – in 
international relations, force that is plunging the world into an abyss of permanent conflicts. As 
a result we do not have sufficient strength to find a comprehensive solution to any one of these 
conflicts. Finding a political settlement also becomes impossible.  
We are seeing a greater and greater disdain for the basic principles of international law. And 
independent legal norms are, as a matter of fact, coming increasingly closer to one state’s legal 
system. One state and, of course, first and foremost the United States, has overstepped its 
national borders in every way. This is visible in the economic, political, cultural and educational 
policies it imposes on other nations. Well, who likes this? Who is happy about this?”  
 
“I am convinced that we have reached that decisive moment when we must seriously think 
about the architecture of global security.  
And we must proceed by searching for a reasonable balance between the interests of all 
participants in the international dialogue. Especially since the international landscape is so 
varied and changes so quickly – changes in light of the dynamic development in a whole 
number of countries and regions.  
Madam Federal Chancellor already mentioned this. The combined GDP measured in 
purchasing power parity of countries such as India and China is already greater than that of the 
United States. And a similar calculation with the GDP of the BRIC countries – Brazil, Russia, 
India and China – surpasses the cumulative GDP of the EU. And according to experts this gap 
will only increase in the future.  
There is no reason to doubt that the economic potential of the new centers of global economic 
growth will inevitably be converted into political influence and will strengthen multi-polarity.” 
 

Few people indeed realise that the US now has a military presence or active duty military personnel in 
about 150 foreign countries (source: US Department of Defense (DoD) Personnel and Procurement 
Statistics, June 30, 2006).  That’s right: 150 countries!  That now includes some in former Soviet 
satellite countries.  That the US and NATO are now advancing closer and closer to the Russian border 
and beyond (incredibly, NATO is now even in Afghanistan... what does ‘NATO’ stand for again?) is not, 
I’m sure, the trade-off Russia expected when the Red Army pulled out of Eastern Europe after the fall 
of the USSR...  
 
Putin is effectively saying that until recently, or during the Cold War, it was a bipolar world with two 
superpowers: the USA and the USSR.  So you could argue that it was then desirable to have a strong 
US military presence in Europe and elsewhere for global security reasons.  But what about now: is it 
still necessary to have 100,000 or more US troops stationed in Europe?  That’s effectively what Putin is 
asking Europe to consider very carefully.  The stakes could not be higher for the US. 
 
2. The US Treasury Tells It As It Is 
 
On 15 February, the US Treasury Department reported that net foreign acquisition of long-maturity US 
securities, or net capital inflow, tumbled to US$15.6 billion in December, down 82 percent from 
US$84.9 billion in November.  It was the lowest inflow since January 2002 (source: 
http://www.marketwatch.com/news/story/capital-flows-us-reverse-
december/story.aspx?guid=%7B183D40AF%2D6B15%2D4164%2D98EC%2D586DAC4B819E%7D).    
 
Meanwhile, the US trade deficit came in at US$61.2 billion for the month.  Net capital inflow represents 
money flowing into the US, while the US trade deficit represents money flowing out of the country.  The 
best scenario for an economy is when the two balance each other...  Oh, dear! 
 

http://www.marketwatch.com/news/story/capital-flows-us-reverse-december/story.aspx?guid=%7B183D40AF%2D6B15%2D4164%2D98EC%2D586DAC4B819E%7D
http://www.marketwatch.com/news/story/capital-flows-us-reverse-december/story.aspx?guid=%7B183D40AF%2D6B15%2D4164%2D98EC%2D586DAC4B819E%7D
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This latest development brings new urgency to how the US finances its deficits, and recent testimony 
from Federal Reserve Chairman Ben Bernanke on Capitol Hill shows that US politicians are already 
worried.  Bernanke was specifically asked by a senator whether he is concerned that US investors may 
be buying foreign-based assets instead of investing in homegrown assets.  Bernanke said no, that he 
believes it's healthy for US investors to diversify their portfolios to include foreign assets, because it 
could encourage foreigners to do the same, investing more in the US.  The problem, though, is that for 
the US to finance its twin deficits, it needs foreigners to invest in the US more than the US invests 
abroad...  
 
So, what may need to happen for the US to again start attracting foreign interest is to offer higher rates 
of returns on its US Treasury securities.  But that would mean having to increase interest rates.  How 
likely is that to happen, do you think?  Well, with the sub-prime mortgage market in the US currently 
unravelling, the last thing the Fed will want, I expect, is to add kerosene to the fire in the form of higher 
interest rates!  This is what Peter Schiff, CEO and Chief Global Strategist, at Euro Pacific Capital Inc 
(www.europac.net) had to say about it all last Friday: 
 

“This is an extremely significant development with profound implications for US financial 
markets, particularly long-term bonds, the housing market, and the entire US economy.  If 
investors are finally wising up to the Fed’s bluster, a run on the dollar can not be too far off.  To 
maintain international confidence in our currency, the Fed must be credible in its resolve to fight 
inflation.  If our foreign creditors decide that “Helicopter” Ben is more concerned about keeping 
housing prices up than he is about keeping consumer prices down, they will rush for the exits.   
  
I think we are fast approaching the time when the markets will actually force the Fed to show its 
cards.  If gold prices continue to surge (up another ten bucks so far this morning,) and long-
term interest rates finally follow suit, the Fed will be forced to make a very uncomfortable 
decision.  It will either have to raise rates aggressively, and let the economic chips fall where 
they may, or fold its hand by leaving rates unchanged.  Either way, we are in big trouble.  If the 
Fed does the former, stock and real estate prices will fall, dragging the economy and the dollar 
down with them.  If it does the latter, the dollar will collapse, long-term interest rates will soar, 
causing stock and real estate prices to plunge, and pushing the economy into recession.  It’s 
the ultimate catch-22.  When it comes to the Fed raising rates, we’re dammed if they do and 
dammed if they don’t.” 
 

As if that was not revealing enough in itself, here’s what William Buckler, who writes The Privateer, a 
private market letter for individual capitalists, had to say this week about the Fed’s conundrum: 
 

” The Fed is trapped in a cul-de-sac of their own making. They cannot afford to raise rates for 
fear of choking off borrowing and intensifying the bankruptcies at the weakest end of the credit 
spectrum. They cannot afford to lower rates for fear that the US Dollar would collapse. That is 
bad enough, but the Fed has an even bigger fear. They are worried that even lowering US 
rates would not re-start the level of borrowing necessary to keep the credit expansion and thus 
the economic "growth" going. Finally, the Fed knows that they cannot sit on their hands much 
longer. Official US rates have been unchanged since last June. Over that period, every other 
major Central Bank in the world has raised rates, most of them more than once. Even the Bank 
of Japan joined in this week when they doubled official Japanese rates - from 0.25 percent to 
0.50 percent. 
 
What is happening is that just as the Bush Administration has lost control of the global geo-
political agenda, the Fed and the financial establishment of Wall Street is slowly but surely 
losing control of the global geo-economic agenda. Above all, the gargantuan debt overhang 
weighing down the US Dollar is making its continued role as the world's "reserve currency" 
untenable, and almost everyone is slowly but surely waking up to that fact.” 
 

http://www.europac.net/
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So, it looks like US interest rates are unlikely to increase in the near future even though it seems they 
should, given the decision of the Bank of Japan and the widely held expectation that not only the 
European Central Bank will raise its rates again next month but more rate rises from all over the world 
are on the cards, including New Zealand.  Hummm...   
 
3. The Gold Price Tells It As It Is 
 
The gold price soared US$23 per ounce to just shy of US$680 per ounce in a single day last week 
(and continued to show strength by finishing the week ever higher at US$683).  Let me quote what 
William Buckler, once again, had to say about this (taken from his ‘Gold This Week’ commentary for 
the week ended 23 February 2007): 
 

“Gold had its biggest one-day rise for a long time this week. Given the increasingly desperate 
situation in the US economy, it promises to be the first of many. There is no way to predict how 
much worse the situation will get, or the time frame, or the reaction of US and world markets to 
the situation. It is as predictable as ever that every means will be used to try to prevent a 
runaway Gold price. It is equally predictable that these means will ultimately fail. The evidence 
of a credit implosion in the US is growing. Worse, it is now being acknowledged in the 
mainstream media.” 
 

There you have it.  Things are not what they seem to be for those who only read the newspaper or 
watch the news on TV, dear reader.  As I have said earlier and explained before (see earlier issues of 

Prosper!) gold is money and your economic freedom depends on it.  Its price in US dollars may well 
be manipulated from time to time by central banks with sophisticated financial instruments and dubious 
accounting practices (which is now recognised as such by the IMF).  But when the physical demand for 
the metal becomes as strong as it seems to be getting now more and more, there is no telling how 
high the price could go, yet its ultimate direction seems clear enough: UP! 
 

               
 
Against that, where do you think the US dollar is headed in due course?  I rest my case and let you 
ponder on this, yet another quote from Buckler’s ‘Gold This Week’ commentary, as some sort of 
reinforcement of the obvious, but in someone else’s words than in my own:  
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“In any discussion of the future of Gold, or of the price of Gold, the first thing that must be 
realized is that Gold is a POLITICAL metal. In the true meaning of the word, its price is 

governed". 
 
This is so for the very simple reason that Gold in its historical role as a currency is 
fundamentally incompatible with the modern worldwide financial system. 
 

Up until August 15, 1971, there has never in history been an era when no paper currency was 
linked to Gold.  The history of money is replete with instances of coin clipping, printing, debt 
defaults, and the other attendant ills of currency debasement.  In all other eras of history, 
people could always escape to other currencies, whose Gold backing remained intact.  But 
since 1971, there is NO escape because NO paper currency has any link to Gold. 
 
All of the economic, monetary, and financial upheaval since 1971 is a direct result of this fact.  
The global paper currency system is very young.  It depends for its continued functioning on the 
BELIEF that the debt upon which it is based will, someday, be repaid.  The one thing, above all 
others, that could shake that faith, and therefore the foundations of the modern financial system 
itself, is a rise (especially a sharp rise) in the US Dollar price of Gold.” 

 
Now, that’s putting it quite strongly, to be sure.  But, one way or another, whatever has to happen to 
bring things back to greater equilibrium will happen.  The gold price may be the pendulum that ends up 
swinging too far before we reach that state.  Who knows?  Only time will tell.  In the meantime, are you 
prepared to wait and see if China, Russia and others will decide that “Helicopter” Ben is more 
concerned about keeping US house prices up than he is about keeping US consumer prices down?  
You should not be, because if and when they do come to that conclusion they could rush for the exits 
and that would not be good for anybody who does not already own at least some physical gold and 
silver.  
 
The final word in this issue goes to George Soros, the legendary financier.  The following quote is from 
his fascinating latest book – ‘The Age of Fallibility: Consequences of the War on Terror’ – which I am 
currently reading.  In it, he “delivers his most forceful and penetrating description yet of how the 
country that should provide a beacon for good governance around the world has lost direction, such 
that we believe our own rhetoric and myth making, in defiance of the facts that will shape our future” 
(taken from the inside jacket of the hardcover).  
 

“My contention is that America has become a “feel-good” society unwilling to face unpleasant 
reality.  That is why the public could be so grievously misled by the Bush administration.  
Unless this feel-good attitude can be changed, the United States is doomed to lose its dominant 
position in the world.  There will be serious adverse consequences not only for America but 
also for the world.” 
 
George Soros 
(1930-    ) 
Financial speculator, stock investor, philanthropist, philosopher and political activist 
Famous in financial circles for “breaking the Bank of England” in 1992 

 
 
Your freethinking investment strategist, hoping that US citizens will rise to the occasion, 
 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
 


