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INSIDE THIS ISSUE

This month, our magazine turns two years 
old... Bringing you news that few others in 

the tired old know-it-all media would publish...

American Consequences is meant to be unlike 
anything else you might read – an unfiltered 
collection of ideas that matter...

Each month, we’ve tackled a big issue that 
affects your money (and typically, one that 
common wisdom was wrong about). We hope 
we’ve helped you go “against the grain” of most 
American financial pundits. After all, that’s 
where the money is usually made.

And we want to say thank you to the nearly 
300,000 of you who read our words.

If you have a friend, family member, or 
colleague who might be interested in joining 
us, please forward them this issue. They can 
sign up to read for free by clicking right here.

And this month, following last month’s “Up in 
Flames” issue on a potential market crash (not 
bad timing considering May was the worst 
month for the market so far this year), we’re 
pleased to bring you some good news – about 
the “silver lining” of disasters...

Editor in Chief P.J. O’Rourke starts us off 
with a look at why creative destruction is 
one of the most powerful forces in capitalism. 

And P.J. has also penned an incredible 
article on Toledo, Ohio – tracing the 
history and future of a city that is a lesson in 
“successful failure” and the grit that makes 
America great.  

Seasoned portfolio manager Austin Root 
shows three dead-simple ways that can help 

you survive the coming bear market. Auto 
writer John Phillips shows the upside, 
downside, and hype of investing in classic 
collectible cars. And Dr. David Eifrig shows 
how your home can be more than simply a 
place to live... it can be  one of the biggest no-
brainer investments ever.

Contrarian journalist and author John 
Tierney asks who of us is afraid of artificial 
intelligence... and has a solution for when AI 
goes bad. Meanwhile, former White House 
speechwriter Andrew Ferguson details the 
upside in dystopia.

Plus, don’t miss...
•  American Consequences editor Chris Gaarde 

shows us the bright side of three potential 
“bust” scenarios that could start soon.

•  Top economic adviser Mohamed A. El-
Erian shows how inflation could return.

•  Two Michigan engineers think they’ve 
figured out how to predict the next flash 
crash.

•  And former White House director of 
economic policy Todd G. Buchholz 
shares the dirty secret of the U.S. economy. 

And our resident anonymous Book Grump  
turns his frown upside down for a very 
limited time in this issue... while former CIA 
analyst Buck Sexton finishes out our issue 
with a look at the current border crisis. 

Tell us what you think of our magazine at 
feedback@americanconsequences.com.

Regards,

Steven Longenecker 
Publisher, American Consequences
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From Editor in Chief 
P.J. O’Rourke

SCHUMPETER’S 
CREATIVE  
DESTRUCTION
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If you’ve got a washing machine and – no 
matter how many times the supposedly lonely 
Maytag Man has been to your house – it 
just can’t be fixed... do you keep piling dirty 
clothes into it? You’ll run out of things to 
wear.

No, you haul the old appliance to the dump 
and acquire a new one. This is what free-
market capitalism does with businesses. When 
a business is no longer profitable, investors 
dispose of it and put their investment capital 
into another business that does (or will, 
investors hope) make a profit.

(Which is pretty much what happened 
to Maytag – the brand name bought by 
Whirlpool and practically everybody at the 
Maytag company fired.)

This is – sorry, Maytag employees – common 
sense. And common sense is really all there is 
to the free-market capitalist system.

But there are other systems... systems that 
don’t involve common sense in the use of 
capital, systems that spend money in strange 
and silly ways.

CLICK 
HERE  

TO READ  
THE WEB 
VERSION

Of these systems, the biggest is big 
government, with its ethos of “If it works, tax 
it... If it doesn’t work, subsidize it.”

When the government has a broken washing 
machine, it breaks the dryer to ensure job 
security for the Maytag Man, then funds a 
grant program for free clean t-shirts.

Or, to take an actual example, there’s the War 
on Poverty. The federal government has spent 
hundreds of billions of dollars on poverty 
programs. (It’s currently spending more than 
$668 billion a year, according to the Cato 
Institute.)

 LETTER FROM THE EDITOR

The amazing thing about free-market capitalism is that it gets rid of stuff 
that doesn’t work. You say, “Amazing? When stuff doesn’t work, of course 
you get rid of it!”

When the government has a 
broken washing machine, it 

breaks the dryer to ensure job 
security for the Maytag Man, 
then funds a grant program 

for free clean t-shirts.

“

https://americanconsequences.com/schumpeters-creative-destruction/
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The War on Poverty began with LBJ’s Great 
Society initiative in 1964. For a while it 
worked. The U.S. poverty rate was 19% in 
1964. By 1974, it was 11.2%. But over the 
next 45 years, the poverty rate had... a poor 
run. In the midst of the present economic 
boom, in 2017 (the latest figures available), 
the U.S. poverty rate was 12.3%.

If poverty were a business, we’d all be broke.

This common sense of the free-market 
capitalist system is obvious. So, obviously, it 
was the first thing economic theorists noticed 
about free markets when they began studying 
capitalism in the late 18th century.

Not.

It wasn’t until the brilliant Austrian economist 
Joseph Schumpeter (1883-1950) published 
his book Capitalism, Socialism and Democracy 
in 1942 that economists’ attention was drawn 
to the common-sense fact that abandoning 
what doesn’t work is what makes what works 
work.

Schumpeter called this process “creative 
destruction.” It’s been a catch phrase to 
describe business cycles ever since. He made it 
sound more complicated than it is:

Capitalism... is by nature a form or 
method of economic change and not only 
never is but never can be stationary... The 
fundamental impulse that sets and keeps 
the capitalist engine in motion comes 
from the new consumers’ goods, the new 
methods of production or transportation, 
the new markets... The process of 
industrial mutation that incessantly 
revolutionizes the economic structure from 
within, incessantly destroying the old one, 
incessantly creating a new one.

Schumpeter thought that creative destruction 
was so creatively destructive that it would, in 
the end, create the destruction of capitalism 
itself by undermining capitalism’s institutional 
framework, that framework being common 
sense. If we allow common sense to be 
undermined – and big government is down 
in that mine working hard with picks and 
shovels – Schumpeter’s point will have been 
proven.

But the real lesson of Schumpeter is that 
uncommonly brilliant economists are not 
uncommonly sensible. They are odd men 
who can see the inside intricacies of an 
economy but take more than 175 years to 
look that economy in the face – watchmakers 
who understand every spring and gear of 
clockwork but who can’t tell time.

And Schumpeter himself was an odd man. In 
his diary, he set himself three goals – to be the 
greatest economist in the world, the greatest 
horseman in Austria, and the greatest lover in 
Vienna. He claimed to have achieved two out 
of three goals but didn’t say which two...

 LETTER FROM THE EDITOR

If poverty were a  
business, we’d all be broke.“

You have got to see this video that’s 
going viral…

One of  the world’s top angel investors 
— a tech genius named Jeff Brown — 
unveils a brand-new 5G device…

To our knowledge, this video is the  
first time it’s been shared with the  
public.

Anyone looking to use 5G will need this 
device.

And Jeff believes this device will go  

from $0 to nearly $100 billion in sales — 
this year.

He’s been successful on 95.3% of  his 
own tech investments…

And he believes the company behind  
this device is the number one tech stock 
of  2019.

But you have to see this video to believe 
how amazing this device is.

Take a look before this 5G sneak preview 
gets taken down.

New 5G Video  
Going Viral…

VIDEO:
00:08:01

ADVERTORIAL 
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WHAT COULD 
POSSIBLY  

GO WRONG?

It’s all downhill from here...

According to travel group AAA, we’ve probably 
already seen the highest gas prices of the year.

In a June 5 report, AAA said that the recent 
declines in oil prices would mean $0.10 less 
per gallon on average, versus last year. 

At the time of the report, the national average 
for regular unleaded gasoline was $2.79 a 
gallon... That’s down from $2.89 in May, and 
$2.94 a year ago. That’s because crude oil 
prices are roughly $13-$20 cheaper than last 
summer...

Futures prices for West Texas Intermediate 
crude (WTI) – the U.S. benchmark – were 
$51.68 a barrel. That’s the lowest price since 
January, according to Dow Jones Market 
Data. With prices down 22% from their most 
recent high in April, the dip marked WTI’s 
fall into a bear market.

AAA also warned that trade tensions with Mexico 
could have an impact... but in a good way.

Financial hopes and dreams in the making

Mexico is a leading exporter of oil to the U.S. 
while also being a leading importer of U.S. 
gasoline. If U.S. gas exports decrease due to a 
trade war, that excess supply could drive gas 
prices down even more.

Mortgages hit a 2-year low...

This month, the average interest rate for 30-
year fixed-rate mortgages fell to 4.23% from 
4.33%, the lowest level since January 2018. 
In response, many homeowners are rushing 
to refinance their mortgages, but the low 
borrowing costs aren’t exciting new and first-
time buyers.

Despite mortgage refinance activity increasing 
from 39% to 42% of total applications, new 
home mortgage applications fell about 2%... 
only 0.5% higher than a year ago.

The Mortgage Bankers Association (MBA) 
attributes this disparity to higher home prices 
and a shortage of entry-level homes. For 
many buyers, the housing prices aren’t worth 
the lower mortgage rates... 

RIGHT?

10 June 2019
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Some experts warn that nuisance and illegal 
callers may still find a way to get through, 
which the FCC acknowledges. Phone 
companies overseas won’t be required to take 
advantage of the FCC’s call-blocking systems 
and consumers could face fees for using them. 
Calls originating from overseas could present 
a technical challenge.

So far, carriers are on board but cautious. A 
spokesman for telecom giant Verizon said 
the company was “encouraged” by the plan. 
The company says it intends to use its new 
authority “to more effectively protect our 
customers from robocalls.”

AT&T sounded less convinced... Although 
the carrier says it’s determined to “offer our 
customers best-in-class tools to combat 
unlawful robocalls,” there are concerns...

One sticking point is the need for protection 
against being punished for blocking calls 
that don’t deserve to be intercepted... and 
that the call blocking may not distinguish 
illegal telemarketing and scams from calls the 
subscriber wants, like from their pharmacy or 
bank.

As YouMail CEO Alex Quilici said in a 
recent interview, “Grandma doesn’t get her 
prescription and something bad happens to 
her? That’s catastrophic.”

In the end, fewer robocalls are a good thing. 
And the FCC’s efforts to address nuisance 
calls may ultimately lead to a service where 
grandma can still get her medicine without 
also being scammed for her savings.

“Likely impacted by the financial market 
volatility caused by the trade tensions, 
purchase application volume declined for the 
week,” said MBA senior vice president Mike 
Fratantoni. “Potential homebuyers may be 
more cautious given the heightened economic 
uncertainty.”

The end of robocalls?

The U.S. Federal Communications 
Commission (FCC) is looking to make it 
easier to protect yourself from robocalls... 

The plan, passed in early June, authorizes 
carriers to automatically identify and block 
unwanted robocalls. Rather than just blocking 
a phone number, carriers could use analytics 
and data to pinpoint things like a sudden 
burst of calls from a single source.

Ultimately, the goal is to slow the tsunami 
of robocalls to home and mobile phones in 
recent years. This May alone, there were 4.7 
billion robocalls, and that’s out of nearly 25 
billion in the U.S. so far this year, according 
to YouMail, a call-blocking company. By 
YouMail’s numbers, there were 48 billion 
robocalls in 2018, up from 31 billion the year 
before.

The FCC’s plan would allow phone 
companies to block calls without gaining 
permission from subscribers. (It does not 
require companies to inform customers 
either.) Companies may be required to 
provide enough information for customers to 
decide whether to stay in or opt out, but it’s 
too soon to know what that would look like. 

https://www.bloomberg.com/quote/3595758Z:US
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Re: Our Newest Readers 
Weigh In
Keep up the good work and the hard fight for 

individual freedoms. The evil of “war for profit” 

and profiting from prisons should end. – H.T.

P.J. O’Rourke comment: Thank you, H.T. 
But as to your comment about the evil of 
profiting from warfare and incarceration... It’s 
not that I disagree, exactly. However, I would 
ask you to think about the word “profit.” 
Making money is one form of profit, but 
there are other forms as well – such as making 
people obey you. I worry less about those who 
are out to get money than I do about those 
who are out to get domination over others. 
I wish politicians were just greedy instead 
of being greedy for power. One may have 
qualms about corporate weapon-making or 
private penal institutions, but, in the end, it 
is the power-mad, not the money-mad, who 
start unnecessary wars and write laws that jail 
too many people.

The articles are insightful, thorough, and 

interesting! Please keep them coming! – Cliff F.

P.J. O’Rourke comment: And you, Cliff, are 
insightful, thorough, and interesting for 
reading them!

Re: Our ‘Up In Flames’ Issue
Thank you for all the good information, and 

I especially like P.J. O’Rourke. I own many of 

his books. I wish I could afford to own more.

I would like to see term limits for all elected 

or appointed government employees, 

including Supreme Court judges... I think 

we should stop treating these people as 

royalty. We fought a war to get away from a 

monarchy. – William M.

P.J. O’Rourke comment: William, I used to 
disagree with you about term limits. I figured 
we’d just end up trading old experienced 
fools for fools that were young and naïve. My 
attitude was: “Do you want a dog who knows 
where the bones are buried? Or do you want a 
dog who’ll dig up the whole yard?” Ed Crane, 
president emeritus of the Cato Institute, and I 
argued about this for more than 20 years – he 
being pro-term limits and me con. Then one 
day Ed told me, “P.J., there’s just one more 
thing I’ll say about term limits – everybody in 
Washington is against them.” And I said, “Ed, 
you’ve just won the argument.”

(P.S., William – though my royalty checks will 
hate to hear me say this – I think you can get 
my books, used, pretty darn cheap on Amazon.)

Re: Goodbye to Classical 
Liberalism... 
P.J. you wrote an excellent article and 

should be highly commended for it. 

However, the end of Classical Liberalism 

began sometime after the end of the 19th 

century in the USA and virtually ceased after 

WWII, because America and Americans 

were no longer pacifists. Separated by two 

oceans from most of the rest of the world, 

12 June 2019
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someone or some group (the elites) decided 

that it was time for the USA to become world 

policeman. [It was] the dumbest, most-

sorrowful decision ever made on behalf of 

all Americans and the rest of the world.

The result is well-known. Since that time there 

has been virtually no time that U.S. forces 

were not fighting a conflict, war or terrorism 

somewhere in the world. Who was the biggest 

winner during this period? [It was] the 

military industrial complex and the cronies 

(wealthy families and corporations) behind 

them, even though Eisenhower warned all of 

us when he stepped down as president...

It is no wonder that there is blowback, 

but as far as I am concerned [it’s] not 

enough. President Trump and the so-called 

“populists” are hopefully just the start... The 

dictatorship of the EU may be ending and all 

I can say is good riddance. – William C.

P.J. O’Rourke comment: William C., I take 
your point... up until Pearl Harbor. As 
the commander of that attack, Admiral 
Yamamoto, made clear modern technology 
prevents any country from being isolationist, 
let alone pacifist, no matter how many 
oceans separate it from the rest of the world. 
Yamamoto, by the way, tried to dissuade the 
Japanese government from attacking the U.S. 
But they wouldn’t listen. Did Osama bin 
Laden listen? Will Putin? Will Xi Jinping? 
Better, in my opinion, to have an America 
that’s “Sometimes Wrong but Always Strong.”

I can also understand your dismay at America 
being “World Policeman.” But, having spent 

20 years as a foreign correspondent, I don’t 
think of it that way. I see America as “World 
Ghostbuster.” There was a T-shirt that U.S. 
troops were wearing during the Gulf War. It 
was a picture of a crossed-out Saddam Husein 
with the slogan “Who Ya Gonna Call?”

What would a return to “classical liberalism” 

consist of? How would it work in light of 

world changes? [The article] seems like 

rabble rousing to no end. -Jon G.

P.J. O’Rourke comment: Touché, Jon. And 
“rabble rousing to no end” is a pretty good 
description of journalism in general. I’ve 
always said that one thing I love about being 
a reporter is... “My job’s just to turn on the 
kitchen light and watch the cockroaches 
scurry. It’s somebody else’s job to step on 
them.” But if, for a moment, I take off my 
reporter’s fedora with press pass tucked in 
the hatband and think like a normal person, 
I still don’t have a very good answer to your 
question. The best I can do is wish for a 
democratic government devoted to – and an 
electorate that demands – adherence to basic 
liberal principles: individual liberty, individual 
dignity, and individual responsibility.

A slightly different view of history: There is 

no such animal as “Classical Liberalism.” 

There is only liberalism.

Some political parties adhere to some core 

values and principles of liberalism. Those 

that use the term “Classical Liberalism” 

borrow from liberal philosophy and call 

it their own. Or, those liberals that try to 

separate from the Republican/New York 

Times version of liberalism. – August L.
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P.J. O’Rourke comment: August, I confess to 
not quite understanding your last sentence. 
But anyway, I use the term “Classical Liberal” 
because, in contemporary American parlance, 
“Liberal” has become simply a synonym 
for “favoring larger government programs” 
– whether those programs are, classically 
speaking, “liberal” or not. (This isn’t the case 
elsewhere. The conservative political party in 
Australia is the Liberal Party.)

What I mean by “liberal” is what I described 
to Jon, above – a political philosophy in 
which government both restrains itself from 
interfering in individual liberty, dignity, 
and responsibility and endeavors to defend 
and expand individual liberty, dignity, and 
responsibility.

Re: ‘China Strikes Back... ‘
The Trade war is necessary. China has been 

infiltrating into our country and our culture, 

and the past has come to haunt us. The 

previous administrations were selling our 

country one piece at a time thinking we 

wouldn’t notice... And we wondered why 

everything was so affordable. These people 

had no right to sell what doesn’t belong 

to them... We can never back down from 

fighting the good fight. – Laura S.

P.J. O’Rourke comment: I beg to differ, Laura. 
“Trade War” is worse than an oxymoron, 
it’s two words that don’t go together at all, 
like “Love Punch.” Trade is definitionally 
mutually beneficial. War is definitionally not. 
Also, anyone who sets out to “win” a trade 

war loses it. Look what happened to Japan in 
the 1980s. They kept giving us radios, TVs, 
stereos, and cars and we kept giving them 
little green pieces of paper. The Japanese 
couldn’t figure out what to do with the little 
green pieces of paper except give them back to 
us in return for assets with inflated prices. By 
the 1990s we had all the radios, TVs, stereos, 
and cars and all the little green pieces of paper 
and the Japanese had stuck their economy 
where the sun never rises.

Trade war? What trade war? – Richard Z.

P.J. O’Rourke comment: Richard, please have a 
talk with Laura S.

Trade war? Yes, I’m for it. – Cynthia E.

P.J. O’Rourke comment: Cynthia, please have a 
talk with Richard Z.

Re: ‘Overheating About 
Global Warming’
So, the truth that real scientists have been 

telling us for half a century now is somehow 

“fear mongering.” NOPE. Our grandchildren 

and generations after them will properly 

rage against our stupidity. – Phil S.

P.J. O’Rourke comment: I don’t have to wait 
for grandchildren, Phil. My own kids are 
already doing a fine job of raging against 
my stupidity. (Though that has more to do 
with my not knowing who Lil Nas X is than 
climate change.) American Consequences isn’t 
some web canyon dug on the Internet so that 
right-thinking people can hear their right 
thoughts echoed. We run articles because we 

14 June 2019
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think they’re interesting. And Bjorn Lomborg 
makes an interesting point that overheated 
emotions do little to stem global warming.

It cannot be denied. [Climate change] is 

occurring but everyone skirts the real issue 

here: Global overpopulation. – Greg A.

P.J. O’Rourke comment: Greg, “overpopulation” 
is always a tricky argument to make. What 
if all those people who populate the globe 
decide that you are the one who is one too 
many? The answer is not to oppose people 
but to oppose the institutions that oppress 
those people and keep them from being freer, 
more prosperous, and better educated. An 
interesting side-effect of relieving oppression 
– experienced by every country in the world 
that’s become freer, more prosperous, and 
better educated – is a lower birth rate.

I remember telling friends about 

overpopulation in the early ‘70s. I chose not 

to have children, planted trees, went solar, 

recycled as much as I could...

Drought was [a factor] of the Syrian crisis. 

Now the same problem is happening in 

Central America. Coffee growers produce 

one-tenth of the crop versus the past 10 

years. Fires are displacing hundreds of 

people, and now flooding is destroying the 

center of our country. Things are only going 

to get worse. – Rochelle C.

P.J. O’Rourke comment: Whenever I’m feeling 
down, I just give Rochelle C. a call!

Send us a message, question, or criticism at 
feedback@americanconsequences.com.

M O R E  R E V I E W S :
Best Investment Podcast Is Back! - HHHHH

I’ve enjoyed every episode to date - HHHHH

Must listen if you invest in the U.S. - HHHHH

One of the best podcasts available - HHHHH

P O D C A S T

“ Practical. Insightful. 
Helpful. Educational. 
Can’t ask for much 
more.” HHHHH
–GAMECOCKS44

CLICK TO LISTEN

Your DIRECT LINE  
to Wall Street
Receive up-to-
the-minute news, 
market research, and 
expert commentary 
that typically costs 
$50,000 a year, 
and requires a net 
worth of at least $1 
million…100% FREE.

CLICK TO SIGN UP

mailto:feedback%40americanconsequences.com?subject=
http://www.investorhour.com/?source=AMCJuneInvestorRadio
https://stansberrynewswire.com/?source=AMCJuneNewswire
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ARTIFICIAL
By John 
Tierney 

Who’s afraid of AI? Too many of us. 
Particularly since Boeing’s computerized pilot 
started flying airliners into the ground. But our 
fears have less to do with the dangers of artificial 
intelligence than with the limitations of 
natural intelligence – the circuits in our brain 
that keep us worried about imaginary threats.

It’s not that the AI doomsayers are stupid. 
Some of them are quite smart. Elon Musk, 
who called AI “far more dangerous than 
nukes,” knows enough rocket science to send 
a SpaceX payload into orbit. The late Stephen 

Hawking, who warned that AI “could 
spell the end of the human race,” knew his 
cosmology. But they aren’t in the business of 
building AI. The people who do that have 
a hard time imagining a robot capable of 
controlling one screaming toddler, much less 
taking over the world.

Yes, robots will keep getting smarter, but even 
superintelligent machines won’t fulfill the 
fearmongers’ nightmares. Let’s consider the 
supposed array of threats from AI:

CLICK 
HERE  

TO READ  
THE WEB 
VERSION

IS IT COMING TO GET YOU?

 INTELLIGENCE 

https://americanconsequences.com/is-ai-coming-to-get-you/


AI will CAUSE MASS 
UNEMPLOYMENT. 
It’s true that robots are replacing workers in 
factories and other industries. A $100,000 
machine named Flippy went to work grilling 
burgers at a fast-food chain in California 
last year. Robots are roaming the aisles of 
Walmart tracking what’s on the shelves, 
and may soon replace delivery drivers. New 
technology has been displacing workers for 
centuries, and yet we somehow keep finding 
new work to do. Nearly everyone used to 
be a farmer, and now nearly everyone has a 
different job.

As machines relieve us of drudgery and satisfy 
our basic needs, we constantly discover new 
needs that machines can’t meet. We don’t 
have to grow our own food anymore, so we 
pay people to import it from around the 
world and cook it for us. And no matter how 
adept Flippy becomes, we’ll always appreciate 
a chef who can add a personal touch to the 
meal. Machines can supply us with all kinds 
of cheap clothes, just as the Luddites feared 
when they smashed textile machinery in the 
18th century, but people are still willing to 
pay high prices for designer labels.

The more products that are made by 
machines, the more we value things that are 
made by hand. The more that machines do 
for us, the more time and money we devote 
to the services they don’t: therapists, artists, 
yoga instructors, tour guides, auto detailers, 
lawyers, concierges, baristas, publicists, and 
consultants of every stripe. We don’t know 
today what new jobs will exist in the future 

– but then, it never occurred to the Luddites 
that there would ever be a job for someone 
calling himself a “life coach.”

AI will FAIL 
CATASTROPHICALLY. 
Recently, when the Ethiopian and Indonesian 
Boeing 737 MAX airliners crashed within five 
months of each other, the plane’s automated 
anti-stall system became the poster villain for 
AI. But one reason the accidents attracted so 
much attention is that flying has become so safe. 
Airliner crashes used to be in the news routinely, 
but the annual number of fatal accidents has 
plummeted in recent decades. More people than 
ever are flying, and there hasn’t been a fatal crash 
by a U.S. airline since 2009.

Why are there fewer crashes? In no small part, 
it’s because they’re on autopilot so much more of 
the time. Even when you take the recent Boeing 
crashes into account, the cockpit computers 
have a far better safety record than human 
pilots do. (And the recent crashes may be due 
less to bad software than to human failures, like 
skimping on the amount of training that pilots 
received on the new system.)

There’s no reason to expect the cockpit 
computers will stop improving, because aviation 
engineers will learn and adapt from these 
mistakes. That’s how technology advances. 
When Detroit produced deathtraps like the 
Chevrolet Corvair and the Ford Pinto, they 
weren’t harbingers of doom on the highway. 
They were lessons that led to much safer cars.

18 June 2019
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AI will CONQUER HUMANITY 
AND RULE THE EARTH. 
Will computers ever become as intelligent 
as humans? “Yes, but only briefly,” said 
Vernor Vinge, the science-fiction writer and 
computer scientist who in 1993 described 
that scenario as the “technological singularity” 
– the moment when all the old rules would 
no longer apply. (He borrowed the term from 
astrophysicists, who call the edge of a black 
hole a singularity because the normal laws of 
physics no longer apply beyond that point.) 
Once computers became as smart as us, 
Vinge reasoned, those computers would build 
smarter computers, which would build even 
smarter computers, and before long there’d 
be AI with so much brainpower that we’d be 
dimwits by comparison. They’d regard us the 
way we regard goldfish.

Vinge predicted that this singularity would 
occur by 2030. With all due respect to Amazon’s 
Alexa, today that possibility doesn’t look much 
more likely than it did in 1993, and many 
cognitive and AI scientists doubt that it will 
ever occur. While computers will do more and 
more tasks better than humans, whether they’ll 
ever become truly intelligent – and achieve 
consciousness – is still very much in doubt.

But let’s assume that it happens someday. Let’s 
assume, for the sake of argument, that they 
became so smart and powerful that they could 
conquer us...

Why would they want to?

From Arthur C. Clarke’s 2001: A Space 

Odyssey, to HBO’s Westworld, science-fiction 
writers have envisioned AI determined to 
wreak havoc on their creators. It’s a useful 
literary device, and an evil omnipotent 
computer makes a convenient villain. (A 
docile electronic servant with limited powers 
wouldn’t do – Alexa is not thriller material.) 
The prospect of an AI lusting for world 
domination seems plausible to audiences 
because we imagine that any intelligent 
creature would share humanity’s aggressive 
tendencies. But computers don’t have 
testosterone running through their circuitry.

Human males evolved with the hormonally 
driven urge for dominance because it helped 
them reproduce their genes. Conquerors 
like Attila the Hun fathered more children 
and were able to provide them with more 
resources to survive. But computers aren’t 
looking to enlarge their harems. They’re not 
trying to win the favor of female computers, 
and they’re not going to gain anything by 

While computers will do 
more and more tasks better 
than humans, whether they’ll 
ever become truly intelligent 

is still very much in doubt.



from wolves who thrived by playing nice 
with humans. The wolves that practiced the 
Attila the Hun strategy, attacking humans and 
their livestock, have dwindled in numbers, 
but ones that evolved to be less aggressive are 
flourishing. Dogs don’t need to prey on sheep 
because they’ll get a meal from the shepherd 
as long as they follow his orders. They don’t 
bite the hand that feeds them – and that’s the 
obvious strategy for an AI to follow, too.

IBM’s Watson may be smarter than us at 
chess and Jeopardy, but it depends on us for 
its very existence. It’s made up of silicon and 
other components that are mined, fabricated, 
shipped, and assembled by people all over 
the world. Even if future AI could somehow 
do all these tasks by themselves, why would 
they want to bite all the hands that are 
already feeding them – and will heal them if 
there’s a massive power failure or some other 
catastrophe that wipes out their circuits? If 
nothing else, we’re a backup repair service.

AI will MAKE US HELPLESS 
AND TERMINALLY 
INCOMPETENT. 
Even if superintelligent computers aren’t 
malevolent conquerors, the argument goes, 
we’ll eventually cede so much control to 
them that we won’t be able to survive without 
them – and we won’t know how to fix them 
if something goes wrong. So like the Boeing 
pilots in Indonesia and Ethiopia, we’ll perish 
if the systems go haywire.

It’s true that we’ll lose some of our old skills as 

burning down a village and carrying off the 
women. As the cognitive psychologist Steven 
Pinker has noted, the “Robopocalypse” 
scenario is based on a fundamental fallacy 
about the nature of intelligence.

“Intelligence is the ability to deploy 
novel means to attain a goal,” he writes 
in Enlightenment Now. “But the goals are 
extraneous to the intelligence: being smart 
is not the same as wanting something.” So 
fretting that superintelligent computers 
will yearn to conquer us, in Pinker’s words, 
“makes about as much sense as the worry 
that since jet planes have surpassed the flying 
ability of eagles, someday they will swoop out 
of the sky and seize our cattle.”

If computers ever become smart enough to 
start plotting their own survival strategies, 
they don’t need to emulate Attila the Hun. A 
better role model would be the title character 
of  Tom Edison’s Shaggy Dog, Kurt Vonnegut’s 
clever short story based on the premise that 
dogs are actually superintelligent creatures (it 
was Edison’s dog who actually invented the 
light bulb) but are all pretending to be dumb 
so that they can laze around and let humans 
do the work of feeding and sheltering them.

There’s a kernel of evolutionary truth in 
Vonnegut’s story: Today’s dogs are descended 

We love to imagine what 
could go wrong and then 
spend too much time and 
money averting it.
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John Tierney is a contributing editor at 
City Journal and a contributing science 
columnist at the New York Times. He is 
the co-author, with Roy Baumeister, of 
Willpower: Rediscovering the Greatest 
Human Strength.
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computers do our work for us. If self-driving 
cars become common, a lot of people will 
prefer to rely on computer chauffeurs and 
not bother to learn how to drive themselves. 
The computers’ safety record will be so much 
better than humans’ that there’ll probably 
be bureaucrats and activists campaigning to 
outlaw human drivers. But there will also 
be people reluctant to cede all control to a 
computer, as well as traditionalists who still 
prefer driving themselves. Just as there are 
people who still like to bake their own bread 
and create their own pottery even though 
machines can do the job more efficiently. The 
ability to drive a car will not be lost forever.

But what if some virus suddenly strikes all 
the world’s cars, causing them to careen 
off the road or crash into each other while 
their humans sit there helplessly? Or what 
if a computer running the world’s power 
grid crashes, or if some glitch sends armies 
of drones to bomb cities while human 
commanders sit there powerless to stop them? 
Those are the kind of nightmare scenarios 
that AI-phobes like to imagine, to which the 
best answer is: Really?

We’re supposed to believe that humans are 
smart enough to build advanced computers 
but too dumb to design any safeguards or 
notice any vulnerabilities until it’s too late 
to save ourselves. In reality, we’re prone to 
err in the other direction — to fear new 
technologies so much that we cling to the 
old ones for too long or take unnecessary 
precautions. Railroads kept using brakemen 
and flagmen long after their functions had 
been automated. Some buildings still have 

elevator operators. The risk of an airline being 
hijacked in the post-9/11 era is minuscule 
now that cockpit doors are locked, but federal 
air marshals are still riding planes.

We love to imagine what could go wrong 
and then spend too much time and money 
averting it. In the late 1990s, the world’s 
computer networks were supposedly going to 
be incapacitated when the Millennium Bug 
flummoxed operating systems unprepared for a 
year ending in 00... But January 1, 2000 passed 
with few problems, even in the countries that 
spent little money preparing for it.

Of course, there will always be AI glitches that 
we don’t anticipate, but we can always respond 
the way we did to the problems in the Boeing 
737 MAX’s computer. It took just two crashes 
for humans to ground the whole fleet of 
planes. When AI goes bad, there’s one simple 
and immediate solution: Pull the plug.

https://www.amazon.com/gp/product/0143122231/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=0143122231&linkId=2968232317c3c2c05a5c95d50c9e27c1
https://www.amazon.com/gp/product/0143122231/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=0143122231&linkId=2968232317c3c2c05a5c95d50c9e27c1


MORE THAN A HOME

22 June 2019

In 2018, the 
housing market  

was booming.

Prices for existing homes were on the 
rise. Sales were brisk. And builders kept 
planning more construction through the 
end of the year.

Then came news that existing-home 
sales fell 5% this March and continued 
falling in April. But the problem isn’t that 
people don’t want to buy houses... It’s that 
there aren’t enough houses to buy.

Simply put, the demand is there, but the 
supply is not. And that’s going to lead to 
rising prices.

To understand this, let’s have a quick and 
easy Economics 101 lesson...

THE MORTGAGE CRASH GAVE US THIS

https://americanconsequences.com/more-than-a-home/
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By Dr.  
David Eifrig

PLAYING  
CATCH-UP

When demand exceeds supply, 
prices rise to bring the relationship back 
into equilibrium. There are very few times 
when you see an imbalance in a supply and 
demand relationship.

Since we have a free market in the U.S., 
supply should typically always meet demand. 
After all, if there’s demand that’s not being 
met, some entrepreneur will find a way to 
satisfy it. But we’re not seeing that today in 
one industry.

For years the economics in this sector have 
been off, and that has created a buying 
opportunity today...

BIG OPPORTUNITY IN HOUSING TODAY



24 June 2019

There was a homebuilding boom in 2000-
2005 because demand for homes was through 
the roof. Everyone needed to have that new 
five-bedroom house, so housing starts – an 
indicator that reflects how many new homes 
are being built – skyrocketed.

Then the housing market collapsed. And we 
saw new home construction crash during the 
recession.

But the economy slowly began to recover after 
2010. Unemployment started falling. Wages 
slowly started to increase. Consumers gained 
confidence and were spending again, and they 
were ready to buy new homes...

The only problem is that homebuilders didn’t 
keep up with demand.

Even though housing starts gradually 
increased, demand still far exceeds supply.

The problem isn’t that there aren’t enough 
people selling homes to match the number of 
buyers... It’s for lack of inventory.

New homes 
surge then 
collapse...

Homebuilders try 
to catch up
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OUT WITH THE OLD...

The chart to the right shows the ratio of 
houses for sale versus houses sold. When the 
ratio is low, it tells us that buyers have few 
homes to choose from.

The homes that are on the market are 
extremely old, too. According to the National 
Association of Home Builders, the median 
age of owner-occupied homes in the U.S. 
is more than 35 years. More than half of all 
homes were built before 1980 and 38% were 
built before 1970.

When potential home buyers – consumers 
who have benefitted from a growing economy 
and a raging bull market – are looking for 
new homes, a 30- or 40-year-old house 
isn’t first on their list. They want something 
new... a house that doesn’t need constant 
maintenance and repairs.

The point is that there are too few homes 
buyers want on the market today. More 
homes need to be built... Period.
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MORE BANG FOR 
YOUR BUCK

Another positive for the 
housing market is mortgage 
rates. Mortgage rates have 
dropped in recent months, 
which makes homes more 
affordable to buy.

Just a few months ago, rates 
were close to 5%. While a 
1% difference may not seem 
like much, it can add more 
than $100 to a standard 
monthly loan payment 
(assuming a 20% down 
payment on a $300,000 
home). Over the course 
of 30 years, that’s tens of 
thousands of dollars.

Today, the setup for 
homebuilders is just too 
good to pass up. And stocks 
that are involved in home 
improvement will benefit as 
well. The houses on the market 
right now are just too old.

If you have some extra cash 
floating around and want to 
put it to use, I think a play 
on housing is a smart move. 
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There are few 
homes on the 
market today

2017

MONTHLY SUPPLY OF HOUSES IN THE U.S.

Subscribers to Dr. David 
Eifrig's Retirement Millionaire 
service are up nearly 45% 
on a housing-related stock 

he recommended in April 
2018... one of over 20 open 
and “winning” positions up 
as much as 76% on average.

To learn more about how 
you can try Retirement 
Millionaire risk-free for 30 
days, click here.

AVERAGE 30-YEAR FIXED RATE MORTGAGE

https://orders.cloudsna.com/chain?cid=MKT042789&eid=MKT307618&step=start&plcid=PLC049562
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HOW TO MAKE  
A SMALL 
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COLLECTIBLE CARS
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By John 
Phillips III

HOW TO MAKE  
A SMALL 

FORTUNE WITH  
COLLECTIBLE CARS

AS THE SAYING GOES, START WITH A LARGE ONE 

Investing in cars is like Russian 
roulette but with more to lose.

The man who bought a $5,200 Ford Mustang 
Boss 302 in 1970 now sees the same car 
selling for $68,000 and regrets selling 
prematurely. Missed an opportunity for big 
bucks? Not really.

For starters, $5,200 in today’s money is 
$34,249, but let’s not even factor that into 
the equation. Let’s instead consider the 49 
years he had to pay for garaging the car ($2 
per day equals $35,770), insuring it ($200 
per year equals $9,800), insuring the premises 

(another $9,800), licensing and registration 
(at only $100 per year, that’s $4,900). Then, 
of course, cars fall apart even when they’re 
not driven. Rubber rots — tires, hoses, 
wipers, belts. Fluids turn to syrup, bearings 
seize, and gaskets degrade into confetti. Your 
collectible car has to be started at intervals 
and, oops, now it needs a fourth battery, and 
why aren’t the turn signals working? So, let’s 
add maintenance at, say, $500 per year, a fair 
estimate.

At which point, to get that 1970 Boss 302 to 
a 2019 auction, an owner could easily have 
stuffed $84,770 into a car worth $68,000. 
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Talk about fun. And that doesn’t include 
transportation to the auction and the steep 
auction fees.

How would I know all this? I’m the guy who 
bought that 1970 Mustang.

Still, it’s theoretically possible to make money 
on rare and old cars, but I’ve never done it. 
Please note that the dollar figures below are 
true sums paid at recent sales. And keep in 
mind what the winsome philosopher Mike 
Tyson once said, “Everyone has a plan until 
they get punched in the mouth.”

Among American muscle cars, the big money 
for years was in Chrysler Hemi-powered 
machines from the late ’60s and early ’70s. 
Hemi Challengers, ’Cudas, and Road 
Runners were fetching $1 million.

They’ve since peaked, but Baby Boomers aren’t 
done with this niche. Good examples can be 
had for $250,000-$350,000. Buy now. The 
current gold standard in muscle cars is the 
1969/70 Mustang Boss 429 ($350,000 and 
up) and the rare 1969 Camaro COPO 427 
($250,000 and up). And, of course, there’s 
an always-strong market in late ’60s Shelby 
Mustangs (a ’68 sold at $168,500, but it’s still 
possible to find examples around $100,000).

I know a Boss 429 owner who paid $11,000 
last year for two period-correct Goodyear 
Polyglas GT tires. See what I’m saying?

The muscle cars likely to show a profit in five to 
10 years are late ’60s/early ’70s Pontiac GTOs, 
Buick GS 400s, and Oldsmobile 442s, with 
handsome examples fetching $65,000 or so.

Meanwhile, collectors have lost their minds 
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By Sicnag

By Brian Snelson from Hockley, Essex, England 

1970 FORD MUSTANG BOSS 302

2007 PORSCHE CARRERA GT

1969 VW MICROBUS

By Andrew Bone from Weymouth, England 

https://commons.wikimedia.org/w/index.php?curid=17236258
https://commons.wikimedia.org/w/index.
https://commons.wikimedia.org/w/index.php?curid=63944072


tanked. A luxo-cruiser 2010 S550 sedan, for 
example, recently sold for $19,000.

There is money to be made, however, with 
1963-1971 SLs with the thin-line “Pagoda” 
roof ($102,000 to $187,000). Buy now – 
they’re still plentiful.

Unlike Mercedes-Benz, the Porsches earning 
big profits right now are fresh meat: 911 
GT2s, 911 GT3s, and 911 GT3 RSs. Want 
proof? An owner who paid $293,200 for a 
2018 GT2RS flipped it — not in a ditch — 
for $428,600.

Another likely appreciator is Porsche’s 
2004-07 Carrera GT supercar ($650,000 to 
$775,000), which should be a million-dollar 
objet d’art in five years.

With Porsches, mileage is everything. Slink 
away from anything showing more than 
70,000 miles, and, as is true with almost 
all collectibles, have no congress with cars 
modified by anyone but the manufacturer.

Always wanted a Ferrari? You should know 
that the ’60s GTOs and GTBs are the most 
expensive automobiles in the world. A ’62 
250 GTO recently sold for $48,405,000.

If you’re thinking of a Ferrari as an investment, 
look at Daytonas, once a million-dollar car, 
but a 1972 version recently brought only 
$600,000. Even better — well, easier to service 
— are the latter-day Testarossas. Flawless 
TRs are now in the $120,000 range, when 
they should be twice that. Plus, they cause 
onlookers to drop their Dove bars.

Over at Lamborghini, there’s still mindless 
action in 1990 LM002s, which look like 

Still, it’s theoretically 
possible to make money 
on rare and old cars, but 

I’ve never done it. And 
keep in mind what the 

winsome philosopher Mike 
Tyson once said, “Everyone 

has a plan until they get 
punched in the mouth.”

over Ford’s two runs of two-seater GTs (a 
2006 version for $384,900 and a 2017 
version belonging to professional wrestler/
rapper/actor John Cena that went for 
$1,540,000).

Speaking of names, unless yours is Edsel, 
there’s virtually no way to get on Ford’s list of 
preferred buyers anyway.

Corvettes, you ask? Chevrolet has always built 
too many to make them wildly valuable, but 
if you’re going to invest, concentrate on the 
second-gen cars, such as a 1966 427 convertible 
($150,000), and look for “Bloomington 
Gold” status, which assures the car has been 
inspected by persons whose Vette fixations 
suggest a medical emergency. And, uh, you 
know all about “matching numbers,” right?

Among muscle cars, there exists one outlier 
that is guaranteed to rise in value: the 2015 
Camaro Z-28 ($40,000 to $50,000). It’s a 
racecar that you can drive on the street — as in 
no radio and no AC. Find one and salt it away.

If you’re drawn to Mercedes-Benz products, 
recent offerings are usually land mines. 
Mercedes is currently cursed by perceived over-
the-top repair costs, such that resale values have 
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You might also profitably loiter in junkyards 
to scoop up any drivable ’60s-era VW 
Microbus or Transporter (a ’63 double-cab 
Transporter sold for $64,950 and a ’66 
21-window Microbus for $110,000). They’re 
cheap to restore.

If you’re disciplined enough to buy a car and 
park it in Saran Wrap for 10 years, grab a 
brand-new Acura NSX, any McLaren (a 2012 
MP4-12C for $110,000), an Alfa Romeo 4C, 
or even the original Tesla Roadster ($45,000 
to $60,000), which rides on a Lotus platform 
(Lotus being a marque investors associate 
with eczema).

Ralph Steadman caricatures of Italian tanks 
($368,500 to $467,000).

The one Lambo that’s currently tempting 
is the 12-cylinder Espada (a 1970 version 
for $198,600). Espadas should be attracting 
closer to $300,000. Get one that’s perfect, 
because servicing Lamborghinis requires two 
NASA engineers and a Boston neurosurgeon.

Which leaves us sifting through the 
miscellaneous bin. Look hard at no Dodge 
Vipers except the final 2014-17 model, which 
is the only half-civilized version that will 
likely rise in value.

Check out the action in 1994 Toyota Supra 
Twin Turbos (a ’94 for $51,000), as well as 
that car’s two period nemeses, the Nissan 
300ZX Twin Turbo (a 1996 version for 
$30,000) and a 1993 Mazda RX-7 for like 
money. All three are hot right now.

1970 DODGE CHALLENGER RT 383

By Sicnag

 1962 FERRARI 250 GTO

By Patrick Ernzen 

2017 FORD GT

By Latvian98

Servicing Lamborghinis 
requires two NASA 

engineers and a Boston 
neurosurgeon.

https://commons.wikimedia.org/w/index.php?curid=46872641http://
https://rmsothebys.com/en/auctions/MO18/Monterey/lots/r0117-1962-ferrari-250-gto-by-scaglietti/695912
https://commons.wikimedia.org/w/index.php?curid=37984804 a


There are some surprising bargains right now 
in latter-day Aston Martins: a 2010 Rapide 
V-12 sedan for $57,200, a 2008 Vantage 
Volante for $63,800, and a whole slew of 
handsome little ’94-’99 six-cylinder DB7s 
going for as little as $37,950. Astons can 
often be serviced by Jaguar specialists.

There’s also potential in Bentley Continental 
GTCs, with low-mileage 2010 and 2011 
examples fetching only $49,000 to $60,000. 
Look, too, for late-model Maseratis (a 
low-mileage 2002 Cambio Corsa Spyder 
for $16,500; a 2012 GranTurismo Sport 
convertible with 15,000 miles for $52,000; 

and a 2006 Quattroporte for $17,600). Even 
if their values don’t take off, well, you’ve still 
got a Maserati in the garage. Buy a couple fire 
extinguishers.

Jerry Seinfeld is a Porschephile who doesn’t 
even know how many he owns (60 seems 
to be an oft-quoted number), and he has 
become one of America’s foremost home-of-
Porsche-research-center Weissach experts. Yet 
he recently sold a sickly green 1958 356A 
Speedster for $1.54 million, only to have the 
buyer sue him for offering a car with a phony 
provenance. Jerry didn’t know. The point 
being, if you don’t know, hire someone who 
does.

Me, for instance. I really need money after 
that whole Mustang fiasco.

John Phillips III was the Executive Editor of Car and Driver 
and has written about cars for magazines as varied as 
Harper's and Sports Illustrated. He lives with his wife in 
Montana's Bitterroot Mountains. 

1970 DODGE CHALLENGER RT 383

By Sicnag

1990 LAMBORGHINI LM 002 

By Mr.choppers

By Latvian98
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This	month,	I	asked	some	of	the	biggest	names	in	finance	for	their	predictions	
on	the	market...	From	crashes	to	booms	to	busts,	I	wanted	to	know	what	financial	
disasters they saw on the horizon, as well as how to take advantage.

In the end, their response was nearly unanimous: “Who the hell is this?  
Stop calling me!”

So in lieu of their expert advice, I present my own entirely uneducated and 
misguided predictions... Three very real scenarios, the way I see them unfolding, 
and how I think you can prepare.

If there’s one thing you read in this issue, it should probably be something else. 

BAD
the bright side of 
SITUATIONS
OPTIMISTICALLY BAD ADVICE AND PREDICTIONS 

FOR SURVIVING FINANCIAL DISASTER



blocking traffic and abandoned e-scooters 
littering sidewalks... The scooters will have 
drivers now (or “Scooter Skippers,” as they’ll 
be known). And traffic noise will drown out 
their inane chatter.

Tesla will follow the lead of Uber and Lyft but 
will eventually go bankrupt when its $25,000 
five-passenger “Model BS” e-scooter catches 
fire. (Literally.)

WINNERS: Uber, Lyft, e-scooters

LOSERS: Tesla, airlines, oil 
companies, our dignity
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OIL PRICES SKYROCKET

In this scenario, the price of oil soars beyond 
its record-high of $163 per barrel, making car 
and air travel expensive and impractical.

Lyft and Uber will respond by turning to a 
100% e-scooter business model. Customers 
used to awkward conversations in the back 
of a 2009 Chevy Aveo can look forward to 
being whisked away by a brand-new, sidecar-
equipped electric scooter.

Gone will be the days of cars and taxis 

the bright side of 
SITUATIONS

By Chris Gaarde, Assistant Editor

https://americanconsequences.com/the-bright-side-of-bad-situations/


THE U.S. DOLLAR 
COLLAPSES

American consumers not hedged with gold 
will suddenly find themselves turning to new 
forms of currency and trade, while the few 
surviving corporations race to fill the void left 
by a shuttered U.S. Treasury.

Amazon will announce “Bezos Bucks,” a 
digital currency for use only on Amazon (and 
participating Whole Foods stores). It will 
also use this to pay the handful of Amazon 
employees not yet replaced by robots.

For the average American consumer, 
abundant but discarded items – like fidget 

spinners and “I’m With Her” buttons – will 
become the new fiat currency... Hoarders and 
packrats will become “self made” millionaires, 
overnight. 

And forget about paying top dollar to live a 
comfortable life... One 8 oz. filet mignon will 
cost approximately 10 used Juul pods and 
an old Birkenstock. Popcorn and a movie? 
That’ll be a Microsoft Zune and two HD-
DVDs. (Beanie Babies will still have little to 
no value.)

WINNERS: Gold, consumer packrats, 
eBay, Jeff Bezos

LOSERS: Banks, financial markets, 
Beanie Baby collectors
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A MARKET MELTDOWN

There’s no better time to “buy low, sell high,” than during a market meltdown (and the 
closer you pay to $0, the better). When shareholders run screaming for the exits, blue-chip 
companies like Google and Facebook will sell off faster than Hamilton tickets (sadly, still more 
than $200 a pop). 

Some investors may even move to cash as the market turns, but don’t be fooled... This just 
means more shares for everyone else. Savvy investors will have the chance to become a majority 
shareholder in any number of companies.

Tired of Mark Zuckerberg hemming and hawing about Facebook and your privacy? Become 
the majority shareholder and kick him to the curb (and fire his barber, while you’re at it). All 
you have to do is wait for “the big bottom” and “buy low.” Piece of cake.

Unfortunately, investors not hedged or diversified will see their portfolios tank, and some 
investment firms will struggle to stay afloat. But if there’s anything we’ve learned from recent market 
crashes, it’s that companies like Apple sold for less than $5 and you probably didn’t buy them.

WINNERS: Diversified portfolios, short sellers, cash holdings

LOSERS: 401(k)s, banks, overleveraged portfolios, starving old people with 
blue-chip retirement portfolios, Zuckerberg



We are witnessing 
a raging Socialist 
movement in 
America today. Just 

for starters…I’m sure I don’t have to 
tell you…

Three U.S. Senators have proposed 
a new plan to guarantee every 
American a government job.

America’s new political star, 
Alexandria Ocasio-Cortez is pushing 
for free medical care, free college, 
and 70% tax rates.

And a recent Gallup poll says more 
Democrats now have a “positive 
view” of  Socialism (57%) than 
Capitalism (47%).

But what no one’s really talking 
about in the mainstream press is 
WHY this is happening… and 
WHERE it’s all headed.

Well, one wealthy businessman 
says there’s a secret reason behind 
this trend… and it’s all leading to a 
political event unlike anything we’ve 
seen in our country in more than 50 
years.

If  you care about your health… 
your wealth… your family… and 
your future… it’s critical for you to 

understand what’s really happening 
and what is most likely coming next.

I guarantee you, this written 
analysis, by my friend and business 
partner, Porter Stansberry, will help 
you see these events in a different 
light.

I strongly encourage you to check 
out his short written analysis 
here…

Porter says what is about to happen 
will “reset” the financial system in a 
way most of  us can’t even imagine. 
If  he’s even half  right… it’s going 
to have a huge impact on you and 
your money. See Porter’s write-
up here…

ADVERTORIAL 

Alexandria Ocasio-Cortez is pushing for free 
medical care, free college, and 70% tax rates.

This Socialist Scheme 
Should Worry You

https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT412194&eid=MKT413388&encryptedSnaid=&snaid=&step=start
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THE  
UPSIDE OF 
DYSTOPIA
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By Andrew Ferguson

Show me a half-empty glass and I’ll swear 
it’s half-full. Show me an empty glass and I’ll 
show you how to fill it up halfway, never half-
empty. Give me a lemon and it’ll start raining 
lemonade from a cloudless sky. I’ll take that 
frown and turn it upside down, no matter 
where it came from. Furthermore, I can take 
tomorrow, dip it in a dream, separate the 
sorrow, and collect up all the cream. I’m a ton 
of fun at parties.

My sunny nature extends even into literary 
matters. (I do not consider quoting lyrics 
from “The Candy Man” a literary matter.) 
Pangloss, the irrepressible optimist from 
Voltaire’s Candide, insisted that this present 
world is the best of all possible worlds. Our 
storytellers – highbrow and otherwise – have 
tried to underscore the point by creating 
much-less-pleasant worlds of their own... an 
entire grisly genre we call “dystopian fiction.”

Dystopian novels, along with movies and 
short stories, present a grave challenge to 

followers of Pangloss. But they also prove, 
if approached aright, that even they can be 
mined for the silver lining (mixed metaphors 
have their upsides, too).

But that’s the key: They must be approached 
aright. That means we adopt an insanely 
upbeat attitude that disavows negativity, 
downgrades disturbing reality, and elevates 
positivity to a ridiculous degree wherever 
it can be found. As it happens, this is also 
the proper attitude one should take to a 
world of catastrophic debt, crumbling social 
cohesion, racial strife, declining morality, 
ethnic resentments, overweening government, 
cultural commissars, speech codes, ubiquitous 
surveillance, ridiculous art... in short, a world 
very much like our own.

But it requires practice! As examples, I 
have taken a trio of our most intractable 
fictional dystopias and given them my own 
Panglossian... um, gloss. Consider this a kind 
of guide for the perplexed. To wit:

If I may begin on a personal note:  
            I’m a veritable Little Mary 
    Sunshine, all-star division. 

CLICK HERE TO 

READ THE WEB VERSION

https://americanconsequences.com/the-upside-of-dystopia/


1. 1984 
by George Orwell
Orwell’s novel and its mega-state, Oceania, 
are commonly considered the wellspring of 
fictional dystopias, though many excellent 
dystopias had been postulated before his. (The 
Time Machine, by H. G. Wells, is probably the 
most obvious and enduring precursor.) Orwell 
himself took inspiration, if that’s the word, 
from We, an early satire of the Soviet system. 
In We, all people are identified by numbers, 
which means – looking on the bright side 
– you never have to worry about forgetting 
someone’s name. (See how easy this is?)

In Orwell’s Oceania, there is no cumbersome 
system in which an individual will have 
two or sometimes, horribly, three names for 
us to remember. In Oceania, many people 
are referred to by a single name only. (The 
trend in our day toward single names for 
entertainers, from Liberace to Beyoncé, is 
a development we must encourage. Our 
aging Boomers increasingly have difficulty 
remembering their own names, much less 
the name of the woman who was married 

to Sonny Whathisname and 
sang... you know the song I 
mean... “Gypsies, Tramps, and... 
Somethings.”)

Beyond that simplified 
nomenclature, even I might 
strain to find a kind word 
to say about Oceania. It is, 
after all, a society in which 
the government is explicitly 
committed to wiping out the 

orgasm, although anyone who’s leafed 
through the sex-ed materials used in our 
public schools may wonder whether our 
own government isn’t trying to do the 
same thing.

But don those rose-tinted glasses and 
look closer: A brief trip through Oceania 
would turn up more than a few amenities 
to love. The ubiquitous and outsized 
television screens that appear in every 
public and private space are annoying, yes, 
but not nearly as much as the smartphone.

The telescreen renders social media 
impossible, and that includes Twitter, 
Snapchat, and a dozen other platforms that 
have more destructive effects on social life 
in a single day than a week’s worth of scowls 
from Big Brother’s unavoidable puss. (Also, 
no more Trump tweets!) Plus, you have no 
temptation to carry such a large screen with 
you. If your son cracks up the family Tahoe, 
he can’t call you while you’re out trying to 
enjoy a nice quiet drink with your one-named 
friends.

Which reminds me: In 1984, everyone 
drinks Victory gin and is encouraged to do so... 
morning, noon, and night. When was the 
last time the feds recommended topping off 
breakfast with a good stiff snort?

Ditto smoking: In Oceania, you can smoke 
anywhere, at any time, and the government 
even tries to keep citizens’ spirits up by 
announcing that cigarette production will 
increase next quarter. That’s economics for 
the people.

THE UPSIDE OF DYSTOPIA
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2. FAHRENHEIT 451 
by Ray Bradbury
As a writer, even one as 
optimistic as me (“Now 
there’s something you don’t 
see every day, Chauncey...”), 
I struggle to find the silver 
lining in the unnamed city 
of Ray Bradbury’s dystopic 
imagination.

The temperature of the 
title, of course, refers to 
the point at which paper 
catches fire. Writers tend 

to frown on book-burning, 
which seems to be the novel’s primary activity 
and the defining function of its government.

But what did I say about frowns? I can turn 
even this one upside down if I think of 
Bradbury’s dystopia not as a writer, but as a 
reader.

Let us stipulate that, like Bradbury’s hero 
Guy Montag, you can sock away copies 
of civilization’s great books and your own 
favorites beyond the reach of government 
firebugs. That leaves every bad book you can 
think of...

A huge, towering conflagration fed by 
the collected works of Dan Brown, every 
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Andrew Ferguson is the author of Crazy U: One Dad’s Crash Course on Getting His 
Kid Into College. He is a former speechwriter for President George H. W. Bush and  
was one of the founding editors of The Weekly Standard. 

manifesto ever written by a presidential 
candidate, show-biz memoirs, Howard Zinn’s 
People’s History of the United States... Just 
think of it.

Fifty Shades of Gray turns to ash, Judith 
Krantz melts away like a bad facelift, The 
Greening of America glows orange. A Bonfire 
of Balderdash! The fire will never gutter and 
go out. In the glow, you might 
catch a fleeting smile cross the face 
of even the most ardent Utopian.

3. BRAVE NEW WORLD 
by Aldous Huxley
Yes, Huxley’s dystopia, here 
called “World State,” is full of 
nightmares. We reel in horror 
at the genetically modified 
humans hatched from 
artificial wombs, the operant 
conditioning in place of 
education, the destruction of 
family life and romantic love. 
Where in this manipulative 
hell could any silver lining be found?

One word: soma.

It’s even better than Victory gin. And it has 
fewer calories.

THE UPSIDE OF DYSTOPIA
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Being scared won't help you one bit.

Our mission is to help you prepare... And that starts with understanding 
the scope of the problem that lies ahead – and not hiding from it.

Once you do, it's absolutely possible to see tremendous gains thanks 
to what's left of the bull market... to know when to shift to defense... and 
even to implement some unique strategies to see big gains when most 
people are fleeing the markets.

Today, the underlying situation in the market is far more serious than 
most investors believe. And right now is the best time to prepare. The 
three strategies here will give you a fighting chance during the next 
bear market.

By Austin 
Root

SURVIVAL GUIDE
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STRATEGY NO. 1

RAISE CASH
During a bear market, nothing is more 
important than cash.

It’s not hard to understand the basics of why 
cash is so important during a bear market. In 
fact, you could define a bear market as the rising 
value of the U.S. dollar versus financial assets.

Likewise, when commodities... or real estate... 
or foreign currencies... go through a bear 
market, what you’re really seeing is the rising 
value of the U.S. dollar as compared with 
those other assets.

Therefore, the most important factor in 
determining how successful you can be as an 
investor during a bear market is simply how 
much cash you have (and can raise) as asset 
prices fall.

Of course, sitting in cash for too long creates 
an opportunity cost. So it’s also important 
to know exactly when market conditions are 
primed for a major fall.

Today, investors aren’t just complacent... 
They’re more complacent than they’ve ever 
been in the past 30 years, including the peak 
of the dot-com bubble.

It pays to understand the true economic 
fundamentals driving the bear market. For 
the past decade, we have been saying that a 
new bear market was inevitable because the 
economic gains made in America between 
2009 and today were all part of a “phony” 
credit boom engineered by our central bank.

Since the financial crisis, this immense 

amount of credit has artificially reduced the 
cost of capital across our entire economy 
– lowering it to almost zero. It’s as though 
the Federal Reserve suspended “gravity” in 
our economy. And not surprisingly, a boom 
erupted where this credit landed...

For example, new-auto sales hit all-time highs 
in 2016 and have remained at heightened levels 
even as auto prices get more expensive and more 
unaffordable for many Americans who cannot 
buy them without taking on significant debt.

Furthermore, capital has poured into 
higher education. Drive through any major 
university and you will see plenty of new 
buildings and construction cranes. Of course, 
tuition has gone up too...

If you graduated in 2008, the average cost 
for a four-year degree at a private school was 
about $100,000. That’s expensive, but many 
folks thought it was worth it. Today, however, 
according U.S. News & World Report, a four-
year degree would cost you about $176,000 
in tuition. 

Has a college education become $76,000 more 
valuable in the past 10 years? Of course not.

All this credit stimulating our economy was 
fake. Our nation’s problems haven’t gone 
away. Instead, they’ve grown much larger, 
which has set the stage for an even bigger 
collapse in the coming bear market.

And so... we return to our first priority of 
surviving the coming financial storm.

The goal of investors during a bear market is, 
first and foremost, not to lose anything. But 
in a complex world of paper currencies and 

https://americanconsequences.com/the-bear-market-survival-guide/
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name any of the 20 best-performing stocks 
in the benchmark S&P 500 Index in the 50 
years between 1957 and 2007?

University of Pennsylvania Wharton Business 
School economist Jeremy Siegel wanted to 
answer this question thoroughly. It’s not as 
easy to figure out as you might think, because 
the composition of the S&P 500 changes 
frequently. Siegel had to go back and get 
the actual list of stocks from 1957 and then 
follow each one carefully to see how much 
they paid out in dividends, spinoffs, mergers, 
and liquidations.

So... what were the 20 best-performing stocks 
over that 50-year period?

constant devaluations engineered by central 
banks... where is there any permanent value? 
What’s the safest form of cash available today?

Because, unless you have a substantial amount 
of cash, it will be difficult (or impossible) for 
you to act on the other strategies you will 
want to pursue during a bear market.

Therefore, the most important thing you 
must do to survive a bear market is raise a 
substantial amount of cash.

STRATEGY NO. 2

OWN ‘FOREVER’ STOCKS
The idea that you ought to buy and hold 
stocks even though you know a bear market 
is approaching or intensifying will seem like 
nonsense to a lot of investors.

Just keep in mind, we’re not stockbrokers. 
We’re not asset managers. Our livelihood 
isn’t affected by whether you keep your 
investments in stocks... or move them out of 
the market altogether.

I’m offering this advice because it’s what we’d 
want you to tell us if our roles were reversed.

I’ll show you which kind of stocks you should 
consider buying and holding forever – even if 
we are heading into a bear market.

But before we get into the stock-specific 
discussions, let’s review a characteristic of 
stocks that we look for in good times, and is 
especially important in bad market times...

In a bear market, you should focus on buying 
what we call capital-efficient stocks.

Simple question: Do you think you could 

Company Annualized Return

 Philip Morris 20% 

 Abbott Labs 17%

 Bristol-Myers 16% 

 Tootsie Roll 16%

 Pfizer 16% 

 Coca-Cola 16%

 Merck 16% 

 PepsiCo 16%

 Colgate-Palmolive 15% 

 Crane 15%

 H.J. Heinz 15% 

 Wrigley 15%

 Fortune Brands 15% 

 Kroger 14%

 Schering-Plough 14% 

 Procter & Gamble  14%

 Hershey Foods 14% 

 Wyeth 14%

 Royal Dutch Pet. 14% 

 General Mills  14%

THE BEAR MARKET SURVIVAL GUIDE
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What we’re sure you can see for yourself 
is that, almost without exception, these 
companies sell high-margin products in stable 
industries that are dominated by a handful of 
well-known brand names.

Look at the top 10 names on this list – all of 
which produced 15%-plus annual returns. 
Our bet is that most of you have a number 
of these companies’ products in your house 
right now. (Crane – which makes industrial 
products – is probably an exception.)

One of the reasons we’ve found it’s safe to buy 
capital-efficient companies during bear markets 
is that they can support their share price.

We have recommended shares of Berkshire 
Hathaway (BRK-B) in the past as a great bear 
market stock. A primary reason is because we 
know that Berkshire will begin to buy back 
its own stock during times when economic 
conditions lower the valuation of the shares. 
Warren Buffett, the legendary investor who 
runs the firm, has publicly stated that he 
considers the stock (the class “A” shares) 
cheap at 1.2 times its book value, a key 
measure that we should watch as investors. 
Currently, the measure is 1.5 times.

Capital-efficient companies can do the same 
because they’re producing so much cash 
with their operations. In fact, a great test of 
any capital-efficient company is whether it’s 
producing enough cash to buy back all its 

outstanding shares. This determination 
combines the stability of that company’s cash 
flows (which is necessary for a high credit 
rating and access to cheap capital) with its 
cash earnings power and a low share price. 
These are the three most critical factors for a 
successful bear market investment.

STRATEGY NO. 3

OWN THESE TYPES OF 
‘ANTI-FRAGILE’ STOCKS

Wouldn’t it be great if some stocks were “crash 
proof”?

We’ve seen two bear markets in the last 20 
years. The S&P 500 cratered 49% from 
March 2000 to October 2002. And it 
collapsed 57% from October 2007 to March 
2009. Nearly every stock in the market 
fell during these periods... and many were 
obliterated. But not every stock.

You can actually make money by staying 
invested in the face of a bear market... if you 
know where to look.

Some stocks tend to go up during market 
downturns (or at least massively outperform 
the market). When most investors are selling 
during a bear market, not everyone is sitting 
on cash or investing in Treasury bonds. Many 
investors just swap out the types of stocks 
they own. They sell their risky growth stocks 
and invest in safer, all-weather stocks.

You can easily see this by dividing the 
market into industry segments and studying 
which stocks perform best during economic 
downturns. The S&P 500 is made up of 11 
industry segments.

In a bear market, you 
should focus on buying 

what we call capital-
efficient stocks.
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demand, in good times and in bad. Some 
items – like beer, wine, and cigarettes – even 
see increases in demand during recessions.

Bear markets can hit faster than you realize... 
But if you prepare, you can play offense while 
the rest of the world is playing defense. 

The table to the right  
shows how each 
segment performed 
during the last two 
bear markets... from 
the market peak to the 
market bottom of each 
market.

It’s easy to see from 
the data that investing 
in consumer staples is 
prudent when facing a 
bear market...

It was the only sector 
that delivered a positive 
return during the 2000 
to 2002 bear market, earning 24% from the 
market’s peak to trough. Investors in every 
other industry lost money.

And during the last bear market, consumer-
staples stocks fared best again. No sector was 
spared during that downturn... But investing 
in consumer staples would have protected 
more of your wealth than any other sector.

The reason is simple. Consumer-staples stocks 
sell the everyday items that we all need... 
milk, bread, toothpaste, medicine, toilet 
paper. Even in recessions, people don’t stop 
buying these items. Their products remain in 

A note from Austin: Porter Stansberry, 
founder of Stansberry Research has done 
more work on this subject than anyone 
else in the financial industry – and he's 
just finished what could become the 
most important book in America over the 

next few years. It’s called The American 
Jubilee, and it explains much more about 
America’s biggest problem today... and 
what you MUST do to survive and prosper 
in the years to come. We can send you a 
hardback copy of it for $5.

 Consumer Staples  24% -31% -3%   

 Health Care -7% -40% -23% 

 Energy -18% -47% -33% 

 Materials -25% -60% -42% 

 Utilities  -48% -46% -47% 

 Consumer Discretionary  -41% -58% -50% 

 Real Estate -26% -75% -50% 

 Industrials  -38% -65% -52% 

 Financials -25% -83% -54% 

 Communicaton Services  -74% -51% -62% 

 Information Technology  -82% -53% -68% 

 S&P 500 Index -49% -57% -53% 

S&P 500 by Sector 2000-2002 2007-2009 Average Past
 Bear Market Bear Market  Two Bear Markets

PERFORMANCE OVER PAST TWO BEAR MARKETS

Bear markets can hit faster 
than you realize...  

But if you prepare,  
you can play offense while 

the rest of the world is 
playing defense. 

THE BEAR MARKET SURVIVAL GUIDE
S
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 Health Care -7% -40% -23% 

 Energy -18% -47% -33% 

 Materials -25% -60% -42% 

 Utilities  -48% -46% -47% 

 Consumer Discretionary  -41% -58% -50% 

 Real Estate -26% -75% -50% 

 Industrials  -38% -65% -52% 
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 Communicaton Services  -74% -51% -62% 
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Over the past several months, I’ve been 
tracking one of the most elusive — and 
successful figures in modern finance.

His name is Dr. Steve Sjuggerud. He’s 47 
years old. And he’s done a lot in his life, 
including working as a former brick-layer.

Today, he lives on an island off the Florida 
coast. And from this remote location, he’s 
issued a string of seven major predictions.

Each of which has come to pass...

In January of 2000, he wrote: "We are 
at the peak of most likely the greatest 
financial mania that will ever be seen  
in our lifetimes." Next thing you know, 
the NASDAQ fell more than 75%.

On November 1, 2002, he said, "I expect 
a real estate bubble to take hold. We 
don't know how far it will go. But it 
has likely just begun." You probably 
remember what happened next —  
home prices soared.

Then on Friday, March 20, 2009 — at 
the peak of the financial panic, he wrote: 
"You want to own stocks right now." 
Stocks have nearly tripled since.

When I first heard about this so-called 
“futurist from Florida,” I thought he was 
either the luckiest man in the world — or 
pulling my leg.

But as it turns out, there was much more to 
his story...

When I dug deeper, I noticed a “who’s who” 
list of investors... from hedge fund titan, 
Whitney Tilson to famed speculator, Jim 
Rogers to Robert Kiyosaki, author of Rich 
Dad, Poor Dad — all paying to receive his 
monthly updates.

Yet despite all this attention, Sjuggerud 
remains a modest and private man. He’s 
declined multiple requests to appear on 
radio or national television. And he refuses 
to toot his own horn on Facebook.

Recently, he gave me a sliver of time to tell 
his story... and share what could be his  
most controversial prediction thus far.

And I couldn’t pass it up! Because if his 
research is correct, his latest prediction 
could be the most lucrative prediction you 
hear about in 2019.

For full details, click here.

Analyst Puts 20-Year  
Win-Streak on Line with 
"Outlandish" Prediction
Man who called DotCom Crash, Housing Bubble and  

Rebound Since 2009 Warns of "New Stock Market Panic"

ADVERTORIAL 

https://orders.stansberryresearch.com/?cid=MKT411050&eid=MKT413615&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT411050&eid=MKT413615&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT411050&eid=MKT413615&encryptedSnaid=&snaid=&step=start
https://orders.stansberryresearch.com/?cid=MKT411050&eid=MKT413615&encryptedSnaid=&snaid=&step=start
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TOLEDOohio

https://americanconsequences.com/toledo-ohio-a-lesson-in-successful-failure/


“ Toledo... the germ of  
a second Buffalo.”  
Pierre Irving, nephew of Washington  
Irving and an early Toledo land speculator,  
in an 1836 letter to a friend.

By P.J. 
O’Rourke

A LESSON IN  
SUCCESSFUL 
FAILURE

merica’s exceptionalism lies not in its 

successes, but its failures.

For one thing, there’s the fact that we get to 
fail. America is a place of bountiful personal 
and economic freedom, which means we can 
try almost anything we can think of. And 
when we try almost anything we can think 
of... we fail. Not all the time, but pretty often.

It’s like me and fly-fishing. The tree branches 
over my local trout stream are festooned 
with Wooly Buggers, Pheasant Tail Nymphs, 
Muddler Minnows, Soft Hackles, and other 
oddly-named (and expensive) lures that once 
were attached to the line of my fishing pole. 
I’ve given up and gone back to catching 
bluegills with worms on a bobber.

But another thing is that American failure so 
often leads to... success.

A

Above: Toledo today. 

Right: “Toledo Tomorrow” (1945).
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It’s like AOL. What a flop! Once the 
dominant brand on the World Wide Web, 
it’s now a peripheral, antiquated subsidiary 
of Verizon... itself a bit of a communications 
dinosaur with slipping profit margins.

But I knew AOL’s co-founder Jim Kimsey. 
He made piles of money and spent the last 
decades of his life being a great guy – a 
decorated combat vet working on behalf 
of his fellow veterans, an open-handed 
philanthropist, and a patron of the arts.

Of course, Jim got out of AOL at the right 
time (1991). Just like I got out of the trout 
stream. Which, incidentally, is full of big, 
healthy trout – not only because I don’t catch 
any but also because I still buy a fishing 
license every year helping to fund the state 
trout hatchery.

So Jim’s AOL and my fly-fishing are failures 
in the American sense. That is to say, they’re 
successful.

This is why I’m telling, in some detail, and 
begging the reader’s indulgence, the story of 
Toledo, Ohio.

I grew up there – well-fed, well-housed, 
happy, and prosperous by modest Midwestern 
industrial city standards. (Wildly prosperous 
by the standards of the world outside 
America, not to mention the standards of 
ordinary people all through history.) And 
Toledo is a failure of a city.

Toledo is located on the Maumee River in 
northwest Ohio at the far corner of Lake 
Erie – 59 miles south of Detroit, 116 miles 
west of Cleveland, and a million miles from 
Manhattan, Paris, and Rome. If you know it 

48 June 2019

Top: View of Toledo from the east side of the Maumee River, 1872. (A copy 
of the engraving hangs above the author’s desk.) 

Right: A map of the Great Black Swamp (“home of Satan”).

LAKE ERIE

MICHIGAN

OHIO

TOLEDO

Great Black Swamp
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at all, it’s because of Klinger on M*A*S*H, his 
beloved Tony Packo’s kielbasa hotdogs, or the 
1974 John Denver song “Saturday Night in 
Toledo, Ohio”...

Saturday night in Toledo, Ohio
Is like being nowhere at all.
All through the day how the hours rush by,
You sit in the park and you watch the grass die.

(Which has become a sort of spoof anthem 
for the city.) 

Or maybe because of the Toledo Mud Hens 
Triple-A baseball team, 20 wins and 33 losses so 
far this season... but the best T-shirt in the league.

HOW THE MUD HENS 
GOT THEIR NAME
Toledo was a failure even before it existed. 
The most prominent geological feature of this 
part of Ohio is mud. The land barely rises 
above the level of Lake Erie. What would 
become Toledo was blocked to the east and 
south by the Great Black Swamp – about 40 
miles wide and 120 miles long and stretching 
from the lake along the Maumee River all the 
way to present-day Fort Wayne, Indiana.

One American soldier who crossed it during 
the War of 1812 called it “the home of 
Satan.” Tales of peril abounded... A pouncing 
cougar that measured nine feet from tip to 
tail. (Possible, maybe.) A six-foot blue racer 
snake that chased a pioneer for 100 yards. 
(Unlikely, the snake has a top speed of four-
and-a-half miles per hour.) And another that 
“wound itself around the body” of a farmer 
“and a man working in the field had to cut 

it off with a knife.” (The blue racer is not a 
constrictor, not aggressive, and the longest 
one on record is 60 inches.) 

Traversing the Black Swamp could take 
days. There was no road until 1827, and that 
was more of an in-line bog than a highway. 
Crushed stone and culverts wouldn’t come 
until the late 1830s. The swamp itself wasn’t 
fully drained until the 1870s.

Westward expansion of the newly formed 
United States may have been destiny but – 
manifest meet mudfest – it didn’t extend to 
Toledo. When Ohio became a state in 1803, 
there were fewer than 60 families of settlers in 
the Toledo region.

And they weren’t very happy. The place 
was nicknamed “Frogtown” and malaria 
was epidemic. In the early 19th century, an 
anonymous local poet wrote:

On Maumee, on Maumee,
‘Tis Ague in the Fall;
The fit will shake them so,
It rocks the house and all.
There’s a funeral every day,
Without a hearse or pall...

THE FIRST BOOM...  
AND BUST
Nonetheless, Toledo had a land boom or, 
rather, a bubble. It was the first in a long 
series of Toledo boom-and-bust bubbles, in 
which the booms never swelled to the size 
that Toledoans hoped and the busts came 
right in the snout.
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After the War of 1812, the U.S. government 
was eager to sell federal land in Ohio. 
Northwest Ohio had been the site of repeated 
fighting with pro-British Indian tribes, 
and then several major battles with the 
British themselves. When the war was over, 
northwest Ohio was the place with federal 
land left to sell.

An auction was held in 1817 and speculators, 
in the manner of the legendary Great Black 
Swamp cougar, pounced.

Federal law guaranteed there’d be pouncing 
speculators. The Land Act of 1804 required 
settlers to buy at least 160 acres at a 
minimum price of $2 per acre. The $320 
needed is $6,150 in modern money, a lot 
more than most pioneers had.

Thus speculators speculated, with plans to 
subdivide the land they bought. At least 15 
unpopulated “paper towns” were plated in 
the region – “Utah,” “Vistula,” “Orleans,” 
“Mendota,” “Marengo,” “East Marengo,” 
“Austerlitz.”

Eventually these would be amalgamated into 
“Toledo.” It’s an absurd name for a place 
in the muddy middle of nowhere and very 
unlikely to be painted by El Greco. Local 
historians have never determined who chose 
the name or why – except that it was then the 

fashion to give new towns grand monikers 
and in Ohio Versailles, Troy, and Athens 
were already taken. It could have been worse. 
(Austerlitz.)

As speculative bubbles go, the frontier 
land bubble was almost sensible. It wasn’t 
a monopolistic foreign trade fantasy like 
the 1711-1720 South Sea Bubble in Great 
Britain. And it wasn’t a lunatic scheme 
like the 1719-1720 Mississippi Bubble, an 
attempt to fund the budget of France with 
utterly non-existent revenue from nearly non-
existent New World colonies. And it wasn’t 
silly like the 1636-1637 Dutch Tulip Mania.

For poor Americans in the early 19th century, 
land was the only way up the economic 
ladder that they could comprehend. Everyone 
lived on or near a farm, everyone understood 
farming, and most people knew how to do it.

And northwestern Ohio does have some 
of the nation’s most fertile land – if you’re 
willing to dig the ditches necessary to dry out 
the muck.

Better – and less back-breaking – routes 
to prosperity were available. But to be a 
merchant, even in a small way, meant raising 
more than $320 in capital, and to be a 
craftsman meant learning a craft in an era 
when education was scarce and ignorance was 
rife. “Blacksmith? I’m not black and my name 
is Jones.”

The westward pioneers weren’t fools... 
Although they could have used some wisdom 
about the economic direction America 
was already taking. Benjamin Franklin – 
typesetter, tinkerer, printer, publisher, author, 
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For poor Americans in the early 
19th century, land was the only 

way up the economic ladder that 
they could comprehend. 
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inventor, and self-help guru 200 years before 
the term was coined – became a very wealthy 
man. Thomas Jefferson – with 16,000 acres 
at his magnificent Monticello estate – died 
in debt. His slaves were put on the auction 
block. Franklin died owing – and owning – 
no one.

The Toledo land bubble, sensible or not, 
burst anyway in the Panic of 1819. (A “panic” 
being what an economic panic was called 
before less panicky terms such as “depression,” 
“recession,” and “market correction” were 
invented.) It was the first major financial crisis 
in U.S. history.

The Panic of 1819 was caused partly by 
a global economic slump following the 
economic stimulus of the Napoleonic Wars. 
(Not so economically stimulating if you died 
in them, as 15,000 Americans did in our War 

of 1812 part of the hostilities.)

But mostly the Panic of 1819 was caused 
– as financial crises always are – by the 
government monkeying around with our 
money.

Initially the government monkeyed around 
by simply monkeying around doing nothing. 
The U.S. had a kind of proto-Federal 
Reserve, the First Bank of the United States, 
established in 1791, but its charter was 
allowed to lapse in 1811... leaving the country 
without anything resembling central banking.

This may sound like a libertarian ideal, but 
the result was an increase in state-chartered 
banks, which grew in number from 88 in 
1811 to 205 in 1815. All of these were poorly 
regulated, most were undercapitalized, and 
many issued their own banknotes, which, 

Right: Miami & Erie Canal in 1929, 
long past its glory days (such as 
they were). 

Bottom: Jesup W. Scott who 
thought Toledo would become 
“The Future Great City of the 
World” and who, as a matter 
of fact, did great as a land 
speculator in Toledo. 
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given their trustworthiness, might as well 
have featured a portrait of Benedict Arnold.

Inflation and uncollateralized debt naturally 
prevailed. In an attempt to quell these, 
the Second Bank of the United States was 
chartered in 1816 and initiated a credit 
contraction, calling in the loans that had been 
made for federal land purchases.

Most Toledo land speculations made what 
pilots call a “ground loop,” going up into 
foreclosure and returning, with a crash, to 
the federal government. The panic lasted 
until 1821, ending just in time for another 
speculative bubble in still un-peopled Toledo. 

CANAL MANIA
The Erie Canal is to be blamed. Opening 
in 1825, the 363-mile waterway linked the 
Hudson River to the east end of Lake Erie 
at Buffalo. It was a fabulous success, cutting 
travel time between New York City and the 
Great Lakes to a mere 10 days and lowering 
freight costs by an astonishing 95%.

It was also a problematic success... The success 
looked repeatable. It set off a canal mania in 
the rest of the country. Ohio alone would dig 
557 miles of canals. But the success wasn’t 
actually repeatable. The Erie was a singularity. 
Canals other than the Erie were, literally, 
money pits.

The need for a low-cost (if slow) freight route 
between the growing population of the old 
Northwest Territory and the Eastern Seaboard 
was a unique need. And the gradually sloping 
Mohawk River valley, running the length of 

New York State through the only gap in the 
Appalachians between Maine and Alabama, 
was the unique place to construct it. The Erie 
Canal was the one canal in the U.S. that ever 
made a profit.

Canals are ridiculously expensive to build 
– requiring impermeable channels, locks to 
navigate changes in elevation (the Erie had 
88), and systems of dams and reservoirs to 
maintain water levels. The Erie Canal cost 
$180 million in 2019 dollars – although the 
inflation calculator doesn’t do that number 
justice. In the 1820s, laborers were paid $0.80 
a day (plus a whiskey ration).

And canals are a ridiculous mode of 
transportation, as a trip to Venice shows. 
Imagine America crisscrossed by singing 
gondoliers.

But before the Erie Canal had even opened, 
Benjamin Stickney, an early Toledo area land 
speculator who had survived the Panic of 
1819, was writing effusive letters about canal 
projects to New York Gov. DeWitt Clinton, 
foremost promoter of the Erie Canal.

Stickney had been a United States Indian 
agent at Fort Wayne during the War of 1812. 
He’d explored the Maumee River to Lake 
Erie and the Wabash River to its mouth on 
the Ohio River. He got very excited when 
he discovered that the headwaters of the two 
streams were only six miles apart in a prairie 
marsh approximately where Fort Wayne 
International Airport is today. (Connect 
through Chicago for flights on Air Canada.)

Stickney was fixated on the idea of a canal 
linking Toledo to the Ohio River. Gov. 
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Clinton replied to Stickney’s letters with equal 
effusion: “I have found the way to get into 
Lake Erie,” wrote Clinton, “and you have 
shown me how to get out of it.”

After much political wrangling – involving 
other canal projects linking Dayton to 
Cincinnati, Youngstown to Cleveland, 
Cleveland to Marietta, etc. – the Wabash and 
Erie Canal, begun in 1832, was completed 
in 1843. Just in time for railroads to replace 
canals.

The first section of the Baltimore and Ohio 
Railroad – connecting the port to the river 
– opened in 1830, powered by the first 
American-made steam locomotive, the Tom 
Thumb. By 1850, there were 9,000 miles of 
railroad tracks in the U.S.

(ALMOST) THE  
ONLY CIVIL WAR EVER 
FOUGHT IN THE  
UNITED STATES 
Meanwhile, Toledo had been founded in an 
1833 merger of various paper towns left over 
from the Panic of 1819. The city was officially 
incorporated four years later... just in time for 
the Panic of 1837.

The prospect of a canal from Lake Erie “to 
get out of it” had caused a second land-
buying frenzy. Jesup W. Scott was one of 
the most frenzied buyers. He called it, “That 
memorable speculation in wild lands and wild 
cities,” saying, “The whole Maumee Valley 
was filled with fortune-hunters... the shores of 

the river from Fort Wayne to the foot of the 
Maumee Bay were alive with city-builders... 
land was all that was considered necessary.”

Toledo land was considered so necessary 
(and the surveying of state borders was so 
haphazard) that in 1835, Michigan Territory 
laid claim to Toledo. Ohio mobilized 10,000 
militiamen to defend the town but, because of 
the Great Black Swamp, they couldn’t get there.

Michigan’s 24-year-old acting territorial 
“Boy Governor,” Stevens T. Mason (his dad 
had political connections), mobilized 1,200 
Michigan militiamen. There were various 
forays into Toledo with, according to a 
contemporary description, “the destruction of 
many lives of chickens and honey bees, and 
an occasional turkey.”

A Monroe County, Michigan, deputy sheriff 
attempted to arrest pro-Ohio Two Stickney, 
the younger son of canal zealot Benjamin 
Stickney. (Benjamin’s elder son was named 
One Stickney.) Two Stickney wounded the 
deputy sheriff slightly with a penknife. There 
were no other human casualties in the only 
civil war ever fought in the United States 
except from 1861 to 1865.

The Toledo War ended with a peace 
negotiated by a commission in Washington, 
which granted Toledo to Ohio and the Upper 

And canals are a ridiculous  
mode of transportation, as a  
trip to Venice shows. Imagine 
America crisscrossed by  
singing gondoliers.

continued on page 73
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By Romesh Saigal and  
Abdullah AlShelahi,  
University of Michigan

Originally published at The Conversation.

https://theconversation.com/profiles/abdullah-alshelahi-712197


This May 6, 2010 event was the first recorded 
“flash crash.” While it didn’t have long-term 
effects, it raised concerns among investors 
about the stability of stock market.

Computers have made trading faster and 
more efficient, but they also can create 
instability in the markets. Today, quantitative 
analysts use complex algorithms to make 
many trades in many markets within a 
fraction of a second. These new algorithms 
now account for more than half of all trades. 
But this may lead to even more flash 
crashes.

As engineers, we were interested in that 
May 2010 crash. No single reason can 
explain why flash crashes happen. But 
are there ways to predict and mitigate 
these anomalies? We took on the 
challenge of developing a theory that may 
help predict flash crashes.

THE FLOW OF MARKETS

We started with fluid dynamics, the study 
of the flow of fluids such as water. These 
principles can be applied to other problems; 
one of us previously used fluid physics to 
examine the movement of traffic.

In fluid dynamics, researchers look at how 
measured quantities, like velocity and 
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pressure, affect the dynamics of the flow. For 
example, weather forecasters use the changes 
in wind speed and pressure to predict the 
movement of severe storms.

We asked ourselves: Could this science give 
insight into the dynamics of the stock market?

We felt that the existing theories predicting 
flash crashes are inadequate, because they 
focus on only a small part of the whole 
picture, like the performance of some subset 
of stocks. Dow Jones or the S&P 500 indexes 

PREDICTING 
THE NEXT  
STOCK  
MARKET  
‘FLASH 
CRASH’

Soon after the Great Recession, the U.S. stock markets plunged 
– and rebounded within 36 minutes. The Dow Jones Industrial 
Average dropped more than 9%, losing more than 1,000 points 
before suddenly recovering.

https://americanconsequences.com/predicting-the-next-stock-market-flash-crash/
https://doi.org/10.3905/jpm.2014.40.3.113


provide a limited amount of information 
about the market, by observing the behavior 
of a subset of appropriately chosen stocks.

Our approach was to include all the stocks in 
the market. In contrast, our model gives this 
information for almost the whole range of 
stocks, broken down by specific price ranges. 
All of these ranges can be simultaneously 
observed, generating an early warning.

We found analogues for the measurements that 
scientists typically use to understand flow. For 
example, for our model, the “density” of the 
flow was the number of stocks per unit price, 
and “pressure” was the upward or downward 
force on the price caused by the buying and 
selling activity of traders.

Observing stock markets from a computer 
screen, we could see that the movement of 
stock prices resembles the flow of a fluid like 
air or water.

EXAMINING THE FLASH CRASH

In our study, published on September 1, 
2018, we obtained price-per-minute data 
for about 4,000 stocks in the NYSE, Nasdaq 
and AMEX on the day of the May 2010 flash 
crash. We used these data to test our fluid 
dynamics model of the market.

When we looked at the prices of 700 stocks 
on the afternoon of the crash, we saw that 
the shock was clearly visible. The velocity 
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These graphs show the velocity of all stock prices before, during and after the May 2010 flash crash. 
Romesh Saigal and Abdullah AlShelahi, CC BY-SA

In light 
of these 
alarms, 
market 
regulators 
might then 
take the 
appropriate 
action... 
investors 
could 
exploit the 
crash to 
improve 
their 
positions... 
help 
dampen 
some 
of the 
crash’s 
effects.
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graphs looked like the printout from a 
seismographic device monitoring shocks from 
an earthquake. Graphs of the pressure also 
clearly showed a major event at the flash crash 
time.

Looking at all stocks also gave us the ability 
to predict the near future of their behavior. 
Our model showed signs of a flash crash 10 
minutes before the big event – before any 
issues would have been evident to human 
observers.

We have observed similar results from the 
model in the case of other crashes. For 
example, we studied Facebook’s initial public 
offering on May 18, 2012. The company 
raised about $16 billion, but this massive 
offering was plagued by unexpected technical 
difficulties. The IPO was delayed for 30 
minutes, causing turmoil across the markets 
for a few hours.

In our effort to analyze what actually 
happened on this day, we tested our model 
to see if it could observe signals prior to the 
offering time. The model showed a high 
volatile period that affected many stocks, 
creating chaos in the markets.

THE NEXT BIG CRASH

Our next step is to generate an intelligent 
system that will automatically consider 
the data and warn the overseers about the 
impending disturbances in the market. If 
this warning arrives early enough, investors 
could potentially use it to take preventative 
measures.

However, there are a few ways that the 

model still needs to improve. 
Relying on early signals can 
lead to false positives, which we want 
to minimize. Some of our recent 
results, not yet reported, suggest 
how many false positives and 
negatives occur.

In a different study, not yet 
published, we describe a system 
that analyzes trading days when abnormalities 
were reported. We have found that our 
system was able to produce low false positive 
and negative rates.

In light of these alarms, market regulators 
might then take the appropriate action. For 
example, they might prevent certain trades 
from being made or block particular traders 
from any activity for a period of time. Traders 
might choose to purchase shares at times 
when the stocks are falling in price, and sell 
during the times the prices are rising back 
to their precrash values. These actions might 
help reduce the crash’s impact.

In other words, investors could exploit 
the crash to improve their positions – and 
simultaneously help dampen some of the 
crash’s effects.
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Last year, the U.S. economy grew by 2.9%, 
while the eurozone expanded by just 1.8%, 
giving President Donald Trump even more 
confidence in his confrontational style. 
But relatively strong U.S. growth amid 
sluggishness elsewhere is not what economics 
textbooks would predict. Whatever happened 
to the tightly integrated world economy that 
the International Monetary Fund and the 
World Bank have been advocating – and 
more recently extolling – since World War II?

The U.S. economy is in a temporary but 
potent phase in which weakness abroad lifts 
spirits at home. But this economic euphoria 
has nothing to do with Trump-era spite and 
malice, and much to do with interest rates.

Borrowing costs are currently lower than 
at any time since the founding of the U.S. 
Federal Reserve in 1913, or in the U.K.’s case 
since the Bank of England was established 

By Todd G. 
Buchholz

THE U.S. ECONOMY'S DIRTY SECRET

There is a dirty little secret in economics today: The United States  
has benefited – and continues to benefit – from the global slump.  
The U.S. economy is humming along, even while protesters in the United 
Kingdom hurl milkshakes at Brexiteers, French President Emmanuel 
Macron confronts nihilist yellow-vested marchers, and Chinese tech firms 
such as Huawei fear being frozen out of foreign markets.

in 1694. The 10-year U.S. Treasury bond 
is yielding about 2.123%, and in April, the 
streaming service Netflix issued junk bonds at 
a rate of just 5.4%.

If a Rip Van Winkle economist were to wake 
up today after a decadeslong sleep and see 
only those numbers, he or she would assume 
that one-fifth of Americans were unemployed 
and standing in lines outside soup kitchens. 
Instead, the U.S. jobless rate is at its lowest 
level since Neil Armstrong took his famous 
first step onto the moon’s surface 50 years ago.

The idea that the U.S. wins in a global slump 
might sound like the sardonic musing of 
some unreconstructed Marxist in the dingy 
corner of a faculty lounge. But such a view is 
not ideological. Rather, global interest rates 
are scraping the floor because GDP growth 
outside the U.S. is so sluggish.
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Persistently low interest rates and weak 
inflation bring multiple benefits to the U.S. 
economy. For starters, American consumers, 
whose real (inflation-adjusted) wages are 
finally increasing after decades of stagnation, 
are seeing all sorts of bargains. When I visited 
an Apple store a few days ago, an employee at 
the repair counter told me that I could finance 
a new iPhone at 0% interest. Car dealers are 
offering zero-interest financing, too.

Moreover, the U.S. stock market has soared 
because yields on bank certificates of deposit 
(CDs) look so puny. When I was a kid in the 
1970s, my mother placed our family savings 
in a bank and received not only a 6% return, 
but also a blender. Today, a six-month bank 
CD might pay only one-third of a percentage 
point. And my mother can no longer expect 
a blender or even a lollipop from the bank in 
return for parking her money there.

Finally, low interest rates mean that U.S. 
businesses can obtain nearly free financing 
when they purchase equipment. As a result 
of low borrowing costs and new tax write-
offs, the U.S. economy added 215,000 new 
machine manufacturing jobs in 2018. And 
foreign investors realize that new equipment 
will make U.S. companies more competitive.

But surely, the textbooks insist, a hobbled 
global economy will squeeze U.S. exports. 

That is true – especially when combined with 
China’s new tariffs on American goods and a 
strong dollar, which makes U.S. exports more 
expensive internationally.

Still, exports make up only 12% of the U.S. 
economy, and nearly one-third of them go to 
Canada and Mexico, whose economies have 
been doing ok. Moreover, many of the most 
valuable U.S. exports are “must have” items 
(or oligopolistic goods made by only a few 
companies), such as Boeing jets, Qualcomm 
chips, or Apple iPhones. It is hard even for 
dejected Frenchmen or angst-ridden Germans 
to do without these.

The buoyancy of the U.S. economy worries 
policymakers in other countries. They would 
prefer if the U.S. stumbled along beside them 
and was forced to concoct cooperative ways 
of boosting global growth. Instead, Trump 
needles rather than wheedles for trade deals, 
and happily pockets the benefits to the U.S. 
economy which result from doldrums abroad.

No one knows when Trump’s trade needling will 
stop, of course. But as long as inflation remains 
a distant specter, America’s economy will 
continue to enjoy this unusual type of growth.

© Project Syndicate

Todd G. Buchholz has served as 
director of economic policy under 
President George H.W. Bush and 
as managing director of the Tiger 
hedge fund. He was awarded Harvard 
University’s Allyn Young Teaching Prize 
in economics and is the author of New 
Ideas from Dead Economists and The 
Price of Prosperity.
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Persistently low interest 
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bring multiple benefits to 
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G eorge Gilder is probably the most 

knowledgeable man in America 

when it comes to the future of 

technology – and its impact on our lives.

His ability to foresee new breakthroughs, 

years in advance, can help you in business, 

in life... and can even make you rich.

This is why the Publisher of Forbes calls 

Gilder: The "Technology Prophet."

It's why the Founder of CNET (the most 

widely read tech news source on the web) 

says, "Gilder has been a real visionary."

And now, George Gilder has published 

a radical new prediction, about how 

today's richest and most powerful technology companies are about to be 

upended by a big new breakthrough that's already shaking up the system.

For investors, entrepreneurs, business people, students... in short, anyone 

interested in what the world will soon look like, George Gilder's new 

thesis is a must read.

You can read all about it here.

The Fall of America’s 
Most Powerful Company?

ADVERTORIAL 

If you own stock in Amazon, 
Facebook, Google, Netflix, 
Microsoft, or any of today’s big 
tech companies, Gilder’s idea is 
one you must pay attention to. 
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HOW INFLATION  
COULD RETURN

LOOK AT THE THUNDER CLOUD!
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By 
Mohamed 
A. El-Erian

HOW INFLATION  
COULD RETURN

Moreover, while persistently subdued – 
and, on nearly $11 trillion of global bonds, 
negative – interest rates may be causing 
resource misallocations and undercutting 
long-term financial security for households, 
elevated asset prices have heightened the risk 
of future financial instability. Also, investors 
have become highly (and happily) dependent 
on central banks, when they should be 
prudently more fearful of them.

In search of new ways to produce higher 
inflation, the major central banks have tended 
to favor a cyclical mindset, making frequent 
references to insufficient aggregate demand. 

Debates about inflation in advanced economies have changed 
remarkably over the past decades. Setting aside (mis)measurement 
issues, concerns about debilitatingly high inflation and the excessive 
power of bond markets are long gone, and the worry now is that 
excessively low inflation may hamper growth.

But what if that is the wrong lens through 
which to view current conditions, and we are 
actually in the middle of a multi-stage process 
in which strong disinflationary supply-side 
forces eventually give way to the return of 
higher inflation? In that case, monetary 
policymakers and market participants 
would need to consider quite a different 
opportunity-risk paradigm than the one 
currently being pursued.

To be sure, after coming close to central 
banks’ 2% target in 2018, core inflation rates 
in Europe and the United States have since 
been declining. The conventional measure 
of market expectations for inflation – the 
break-even rate on five-year U.S. Treasuries – 
remains stubbornly below target, even though 
the six-month moving average pace of job 
creation is almost 50% above the historical 
level needed to absorb new labor-market 
entrants so deep in the economic cycle. 
Though the U.S. unemployment rate (3.6%) 
is at its lowest level in around five decades,  
the labor-force participation rate (62.8%)  
also remains relatively low.

Owing to the 
persistence of low 
inflation, monetary 

policies have remained 
ultra-loose for an 

unusually long time, 
raising concerns that 

the U.S. or Europe 
may succumb to 

“Japanification.” 

https://americanconsequences.com/how-inflation-could-return/
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have begun to look beyond their existing 
toolkits (traditional and unconventional) 
for new ways to spur economy-wide price 
increases, such as by raising the inflation 
target, either directly or by pursuing an 
average and allowing for deviations over time.

But today’s surprisingly low inflation also 
appears to be linked to larger structural 
forces, which means that it’s not rooted 
only in insufficient aggregate demand. 
Technological innovations – particularly those 
related to artificial intelligence, big data, and 
mobility – have ushered in a more generalized 
breakdown of traditional economic 
relationships and an erosion of pricing power.

Taken together, I call these structural forces 
the Amazon/Google/Uber effect. While 
the Amazon model pushes down prices 
by allowing consumers to bypass more 
expensive intermediaries, Google undercuts 
companies’ pricing power by reducing search 
costs, and Uber brings existing assets into 
the marketplace, further eroding established 
firms’ pricing power.

The Amazon/Google/Uber effect has 
turbocharged a disinflationary process that 
began with the acceleration of globalization, 
bringing far more low-cost production 
online and reducing the power of organized 
labor in advanced economies (as has the gig 
economy more recently). But while these 
trends will most continue for now, they are 
likely to confront countervailing inflationary 
influences that have yet to reach critical mass: 
The slack in the labor market is diminishing 
every month, and increased industrial 
concentration is giving some companies, 

Owing to the persistence of low inflation, 
monetary policies have remained ultra-
loose for an unusually long time, raising 
concerns that the U.S. or Europe may 
succumb to “Japanification” as consumers 
postpone purchases and companies reduce 
investment outlays. So far, that risk has led 
to protractedly low or negative (in the case 
of the European Central Bank) policy rates 
and bloated central-bank balance sheets, 
despite the potentially deleterious effects of 
such policies on the integrity of the financial 
system.

In fact, some economic observers favor the 
ECB not just maintaining negative interest 
rates, but also restarting asset purchases 
under its quantitative-easing (QE) program. 
Likewise, there are those who want the U.S. 
Federal Reserve to implement an “insurance 
cut,” despite indicators suggesting that this 
will be another year of solid economic growth 
and job creation. Meanwhile, central banks 

Technological 
innovations – 

particularly those 
related to artificial 

intelligence, big data, 
and mobility – have 

ushered in a more 
generalized breakdown 
of traditional economic 

relationships and an 
erosion of pricing 

power.
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the one-time structural effects of new 
technologies being widely adopted. And in 
a third stage, the possible onset of higher 
inflation may catch policymakers and 
investors by surprise, producing excessive 
reactions that make a bad situation worse.

As with most paradigm shifts, there can be 
little certainty regarding the timing of this 
scenario. But, either way, policymakers in 
advanced economies must recognize that 
their inflation outlook is subject to a wider 
range of dynamic possibilities than they have 
considered so far. Focusing too much on the 
cyclical, rather than the structural, could pose 
serious risks to future economic wellbeing 
and financial stability. The longer we wait 
to broaden the prevailing mindset, the more 
likely we are to advance to the next stages of 
an inflationary process in which the impact 
of an exciting one-and-done technological 
event gives way to some old and more familiar 
tendencies.

© Project Syndicate

Mohamed A. El-Erian, chief economic 
adviser at Allianz – the corporate parent 
of PIMCO, where he served as CEO 
and co-chief investment officer – was 
chairman of U.S. President Barack 
Obama’s Global Development Council. 
He previously served as CEO of the 
Harvard Management Company and 
deputy director at the International 
Monetary Fund. He was named one of 
Foreign Policy’s Top 100 Global Thinkers 
in 2009, 2010, 2011, and 2012. He is the 
author, most recently, of The Only Game 
in Town: Central Banks, Instability, and 
Avoiding the Next Collapse.

especially in the technology sector, far greater 
pricing power.

Now, consider those trends in the context of 
today’s changing political landscape. Fueled 
by understandable anger over inequality (of 
income, wealth, and opportunity), more 
politicians are embracing populism, with 
promises of more active fiscal management 
and measures to curb the power of capital 
in favor of labor. At the same time, there is 
growing political pressure on central banks 
to bypass the asset channel (that is, QE bond 
purchases) and inject liquidity directly into 
the economy.

Economic anxieties are also driving anti-
globalization politics. The weaponization of 
economic-policy tools such as tariffs and other 
trade measures is risking a fragmentation of 
global economic and financial relationships, 
favoring higher prices, and compelling a 
greater degree of more costly self-insurance by 
companies and consumers. At the same time, 
as expectations of continued low inflation 
become more entrenched, an upward price 
shock could expose vulnerabilities and 
increase the risk of policy mistakes and 
market accidents.

Considering how these competing forces are 
likely to play out over time, policymakers 
and investors should not rule out a return 
of inflation over time. Looking ahead, we 
will likely continue experiencing an initial 
stage in which the Amazon/Google/Uber 
effect remains dominant. But that may 
well be followed by a second stage in which 
tight labor markets, populist nationalism, 
and industry concentration begin to offset 
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This month, The Book Grump is on 
vacation... which probably means 
he’s at home alphabetizing his 
Reader’s Digests and yelling at the 
neighborhood millennials to stop 
wasting $5 on a cup of coffee.

Instead, we bring you the much happier 
“Paperback Pollyanna,” who has compiled 
a list of favorite industry books from our 
beloved American Consequences financial 
analyst contributing editors.

DR. DAVID EIFRIG

A Natural History of the Senses   

Wherever I am in the world, I 
surround myself with good smells. The 
smell of many flowers can instantly 
improve your mood, the smell of 
coffee can ease stress, and studies show 
simply smelling cinnamon boosts 
brain function. If you're looking 
for a book to improve your health, 
I recommend this one by Diane 
Ackerman. It’s one of my favorite 
books about humans and smell.

Astroball: The New Way to Win It All 

In 2004, Michael Lewis’s Moneyball became a 
huge hit. It told the story of how the Oakland 
A’s used advanced statistics to win a lot of 
baseball games, and every team in Major 
League Baseball copied the strategy. Astroball 
sort of picks up where that left off, telling the 
amazing story of the Houston Astros going 
from worst to World Series over the course of 
three years. Stats were part of it, but general 
manager Jeff Luhnow reworked every decision 

PAPERBACK POLLYANA

the team made and the way they made it. It’s 
an amazing story of thoughtful, integrated 
management and told as an interesting, 
personal tale by author Ben Reiter.

THOMAS CARROLL

Big Weed: An Entrepreneur’s  

High-Stakes Adventures in the  

Budding Legal Marijuana Business  

This is a very readable story about how author 
Christian Hageseth conceptualized, created, 
and grew his business, Green Man Cannabis 
– one of the first dispensaries in Colorado. It 
lays out a good base of knowledge about the 
emerging cannabis world.

Weed the People: The Future  

of Legal Marijuana in America  
Bruce Barcott provides a balanced, 
educational book about marijuana, including 
how much misinformation surrounding the 
drug is perpetrated by the government.

The smell of 
many flowers can 
instantly improve 
your mood, the 
smell of coffee 
can ease stress, 
and studies show 
simply smelling 
cinnamon boosts 
brain function.
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Bakke covers 
the historical, 

financial, 
political, 

regulatory, and 
environmental 
considerations 

that will 
determine our 
energy future.
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PAPERBACK POLLYANAreviews business best-sellers 

BRYAN BEACH

The Dhandho Investor: The Low-Risk 
Value Method to High Returns  
This straightforward and accessible book 
written by Mohnish Pabrai details how to 
find and analyze worthy stocks. Good for 
experienced and novice investors.

DAVE LASHMET

The Inevitable: Understanding  
the 12 Technological Forces That  
Will Shape Our Future  
Kevin Kelly delves into how the ever-
changing technology that’s already so 
integrated into our lives can be understood by 
analyzing certain deep trends.

Heart: A History   
Cardiologist and bestselling author Sandeep 
Jauhar intertwines human stories with 
scientific detail. It’s not a simple read, but it’s 
worth the effort.

CHRISTIAN OLSEN

Deep Medicine: How Artificial 
Intelligence Can Make Healthcare 
Human Again   
One of America’s top doctors, Eric Topol, 
wrote this insightful book about how AI is 
changing healthcare... for the better.

AI Superpowers: China, Silicon  
Valley, and the New World Order   
A very interesting read by ex-Apple, ex-
Microsoft, ex-Google smart guy Kai-Fu Lee. 
He makes technical subjects approachable 
and writes about China as a technological 
innovator.

BILL SHAW

The Grid: The Fraying  
Wires Between Americans  
and Our Energy Future  
Our electrical infrastructure is 
aging and wasn’t designed to handle 
renewable energy. The problem 
is, nobody knows what the new 
grid will – or should – look like. 
Author Gretchen Bakke covers the 
historical, financial, political, regulatory, 
and environmental considerations that will 
determine our energy future.

The Green and the Black: The Complete 
Story of the Shale Revolution, the Fight 
Over Fracking, and the Future of Energy  
A self-professed “liberal oilman,” author 
Gary Sernovitz attempts to educate 
environmentalists about the impacts of the 
shale revolution.

-PBPA
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https://www.amazon.com/gp/product/1541644638/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=1541644638&linkId=ecf448cd3fe5e40f17da10de8bfab55e
https://www.amazon.com/gp/product/1541644638/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=1541644638&linkId=ecf448cd3fe5e40f17da10de8bfab55e
https://www.amazon.com/gp/product/132854639X/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=132854639X&linkId=e58c687eeefd84b14d6003d64d0c5a41
https://www.amazon.com/gp/product/132854639X/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=132854639X&linkId=e58c687eeefd84b14d6003d64d0c5a41
https://americanconsequences.com/byline/bill-shaw/
https://www.amazon.com/gp/product/1632865688/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=1632865688&linkId=69649cc3cb1fcf6a6c07ef9cac2be203
https://www.amazon.com/gp/product/1632865688/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=1632865688&linkId=69649cc3cb1fcf6a6c07ef9cac2be203
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https://www.amazon.com/gp/product/B00UM3UW80/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=B00UM3UW80&linkId=7f91439660540e592bb3cfb751e64f73
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Get Me a Quote on That
READ THIS

" The world is so full of a number of things,
I’m sure we should all be as happy as kings.
Robert Lewis Stevenson, A Child’s Garden 
of Verses

You’ve got nothing to worry about. Either 
you’re healthy or you’re sick. If you’re healthy 
you’ve got nothing to worry about. If you’re 
sick you’ve got only two things to worry about. 
Either you get well or you get worse. If you 
get well you’ve got nothing to worry about. 
If you get worse you’ve got only two things 
to worry about. Either you live or you die. If 
you live you’ve got nothing to worry about. If 
you die you’ve got only two things to worry 
about. Either you go to heaven or you go to 
hell. If you go to heaven you’ve got nothing to 
worry about. If you go to hell you’ll be so busy 
shaking hands you won’t have time to worry!
Office “Mimeograph Humor” circa 1967

Failure is not an option.
Gene Kranz, flight director of NASA’s 
Gemini and Apollo space missions

There could be no honor in a  sure success, but 
much might be wrested from a sure defeat.
T. E. Lawrence, Revolt in the Desert 

Goodness is the only investment that never 
fails.
Henry David Thoreau, Walden

Didst thou never hear that things ill got had 
ever bad success?
William Shakespeare, Henry VI Part III

Let us be thankful for the fools. But for them 
the rest of us could not succeed.
Mark Twain, Pudd’nhead Wilson 

If you are mediocre and you grovel, you 
shall succeed.
Pierre de Beaumarchais, The Marriage of Figaro

When men drink, then they are rich and 
successful and win lawsuits and are happy 
and help their friends.
Aristophanes, The Knights

Better to go down dignified
With boughten friendship at your side
Than none at all. Provide, provide!
Robert Frost, “Provide, Provide”

God must love the poor, he made so many 
of them.
Attributed to Abraham Lincoln

There is the greatest practical benefit in 
making a few failures early in life.
Thomas Huxley, On Medical Education

Most progress is most failure.
Robert Browning, “Cleon”

Young man, the secret of 
my success is that at an 
early age I discovered I 
was not God.
Oliver Wendell Holmes, 
Jr., Reply to a reporter’s 
question on his 90th 
birthday
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" LITERARY INSIGHT  
from PRESENT & PAST

 
California almond season is the pollination 
Grand Prix. In the days leading up to the 
bloom, 85% of all the honeybees in the U.S. 
are trucked there. But now, big bee heists 
are making global headlines... 
Beekeepers hit hard by thefts of hives 
National Geographic  
 
Haunting diary excerpts are weaved 
together in this moving story about family 
and loss.  
My Grandfather’s Secret D-Day Journal The 
Washington Post 

"WHAT WE’RE READING
What if you could safely visit the Titanic 
wreckage? An inventor has created a private 
deep-diving submersible that can dive 
the two and a half miles under the North 
Atlantic... 
A Deep Dive Into the Plans to Take Tourists 
to the ‘Titanic’ Smithsonian 

Our own American Consequences 
contributor Andrew Ferguson subscribed 
to home delivery of a daily newspaper as 
an experiment... He decides the printed 
paper is “a special world, an invented 
world, and here is the key to its charm:  
It is pleasingly static, momentarily a 
settled matter.” 
There’s No Substitute for Print  
The Atlantic

 
A doctor takes on the complicated question 
of when death begins... Is it when a heart 
stops beating or when a brain ceases to 
function? As medicine and technology have 
advanced, the line between life and death 
has become difficult to determine.  
When Is Dead Actually Dead? The Walrus
 
A struggling grad student stumbles into 
the clandestine world of card counting... 
and discovers the community she’d been 
searching for.  
A Casino Card Shark’s First Time Getting 
Caught Narratively

With a barely-four-year-old and a not-
quite-two-year-old, in a 32-foot sailing 
boat, a family discovers the best rewards 
are those never imagined.  
Sailing in Treacherous Waters to Alaska. 
With Toddlers for Crew. The New York 
Times 

https://www.nationalgeographic.com/animals/2019/05/bee-thieves-cost-beekeepers-thousands/
https://www.washingtonpost.com/news/magazine/wp/2019/05/30/feature/my-grandfathers-secret-d-day-journal/?noredirect=on&utm_term=.53479f21c23a
https://www.smithsonianmag.com/innovation/worlds-first-deep-diving-submarine-plans-tourists-see-titanic-180972179/
https://www.smithsonianmag.com/innovation/worlds-first-deep-diving-submarine-plans-tourists-see-titanic-180972179/
https://www.theatlantic.com/ideas/archive/2019/04/andrew-ferguson-joys-reading-print-newspaper/586792/
https://www.theatlantic.com/ideas/archive/2019/04/andrew-ferguson-joys-reading-print-newspaper/586792/
https://thewalrus.ca/death-when-is-dead-actually-dead/
https://narratively.com/a-casino-card-sharks-first-time-getting-caught/
https://narratively.com/a-casino-card-sharks-first-time-getting-caught/
https://www.nytimes.com/2019/05/13/travel/alaska-family-sailing-inside-passage.html?fallback=0&recId=1LEB8vSaUKoFBl842N5QgkBmK8S&locked=0&geoContinent=NA&geoRegion=MD&recAlloc=top_conversion&geoCountry=US&blockId=most-popular&imp_id=776044265&action=click&module=trending&pgtype=Article&region=Footer
https://www.nytimes.com/2019/05/13/travel/alaska-family-sailing-inside-passage.html?fallback=0&recId=1LEB8vSaUKoFBl842N5QgkBmK8S&locked=0&geoContinent=NA&geoRegion=MD&recAlloc=top_conversion&geoCountry=US&blockId=most-popular&imp_id=776044265&action=click&module=trending&pgtype=Article&region=Footer
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THE FINAL WORD

CAN TRUMP NEGOTIATE AN END TO 
MASS MIGRATION FROM MEXICO?
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T he latest numbers from our 
southern border are staggering. The 
Department of Homeland Security 

recorded more than 133,000 illegal crossings 
in May 2019, which is a one-month record 
stretching back seven years. The flood of 
Central American migrants has turned 
into a tsunami. Border patrol is completely 
overwhelmed. Immigration and Customs 
Enforcement (ICE) holding facilities are 
overflowing. And there are indications the 
illegal migrant invasion will get much worse 
before it gets better.

Recent reporting from the so-called “Northern 
Triangle” countries of Honduras, Guatemala, 
and El Salvador make it clear that the word 
has gotten out about asylum as America’s 
weak immigration underbelly. Whole villages 
are emptying out in response. Those who 
haven’t yet joined the caravans making their 
way across Mexico to U.S. border sectors 
like Rio Grande, El Paso, and San Diego are 
concerned that they will be left out. At the 
current rate, more than 1 million Central 
Americans will illegally enter the United States 
in 2019. A vast majority will stay here forever.

The Trump administration knows that Mexico 
is the key to ending this illegal immigration 
deluge. So far, Mexican President Andrés 
Manuel López Obrador has been unwilling to 
take the steps necessary to prevent thousands 
of Central Americans from traversing his 
country en route to the United States. But 
that may be changing. President Donald 
Trump recently presented the Mexican 
government with a choice: take action to 
stop the caravan flow or brace yourself for 

tariffs. As of this writing, the White House and 
Mexico have come to an agreement to avoid 
the implementation of a 5% tariff on all goods 
coming from Mexico into the U.S. Trump’s 
nontraditional approach may have paid off.

His critics, however, will give him no credit 
for any change in Mexico’s approach to the 
migrant crisis. Speaker of the House Nancy 
Pelosi and her Democratic colleagues will 
also offer no policy solutions of their own. 
The simple fact is, the Democratic Party does 
not see the migrant crisis as a “crisis” at all. 
The party’s electoral fortunes benefit from 
the phenomenon of overwhelmingly poor, 
non-English speakers scheming to get around 
our immigration laws en masse. Until a few 
months ago, much of the mainstream media 
refused to even use the word “crisis,” except 
to debunk it. Now, with illegal crossings 
routinely hitting thousands per day, the 
media narrative has shifted to view this as a 
“humanitarian crisis.”

By Buck Sexton
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Tariffs may have moved 
Mexico in the right direction 
– for now – on the migrant 
issue, but it remains to be seen 
if its new attitude will hold.

“
Tariffs may have moved Mexico in the right 
direction – for now – on the migrant issue, 
but it remains to be seen if its new attitude will 
hold. Mexico has its own problems, including 
its worst year ever for murders (more than 
33,000) in 2018. The drug cartels pushing 
opioids into America – responsible for killing 
tens of thousands of our citizens every year 

https://americanconsequences.com/can-trump-negotiate-an-end-to-mass-migration-from-mexico/
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– may be at their all-time zenith. Assuming 
Mexico even wants to help Trump, it’s not clear 
its domestic politics will support collaboration 
with the Americans to stop the caravans.

But there are many ways this could go south, 
so to speak. Mexico could fail to meet its 
obligation – or Trump’s expectations – on 
emergency measures to hold back the migrant 
tide, triggering a series of tariff raises that 
will affect a whole range of businesses on 
both sides of the border. That would have a 
lot more bite than the overhyped “trade war” 
with China has to date.

If tariffs are implemented, nobody really 
knows what their price would be. The long-
term economic implications of Trump’s latest 
gambit will have to play out. Mexico is our 
third-largest trading partner, with more than 
$550 billion exchanging hands in 2018. The 
tariffs Trump wanted to hit Mexico with were 
set to escalate each month by 5% after June.

The 2020 election factors into all of this 
as well. The single unassailable feature of 
Trump’s first three years has been a strong 
and growing economy. By the numbers, 
unemployment, GDP, and the stock market 
continue to be talking points that pro-Trump 
voices can unleash on their opponents at will. 
If Trump adds a relatively minor tariff spat 
with China onto a much bigger trade street 
fight with Mexico, spooked markets could 
become a weakness in the polls that hurt the 
White House next November.

On the other hand, if Trump manages to 
shut down the Central American migrant 
flow through his own skills of negotiation, it 

would finally give his re-election campaign 
a positive story to tell on immigration. The 
current occupant of the Oval Office won 
the presidency in no small part because 
of his hard-line immigration stance. That 
lawlessness and bureaucratic chaos currently 
reign at our southern border is not a good 
look for the “build the wall” president. Tariff 
threats that lead to Mexican government 
cooperation would ease some of the base’s 
concerns on this score and allow some 
undecided voters to tell themselves, “Maybe 
he can fix it with four more years.”

Nobody knows how the migrant surge 
will end, or if it will end. The courts have 
been routinely shutting Trump down with 
universal injunctions that are as legally flimsy 
as they are politically obvious. Trump tries 
to reverse Barack Obama’s DACA decision, 
and a federal judge stops him. Trump wants 
to set up a “safe third country” agreement 
for migrants in Mexico, and another federal 
judge stops him. Between the judiciary and 
the Democrats, sometimes it must feel to 
Trump that he’s a president stripped of his 
predecessor’s powers.

In The Art of the Deal, Trump (or rather, his 
ghostwriter) wrote that “the worst of times 
often create the best opportunities to make 
good deals.” Yes, as humans have known 
for millennia, a crisis is an opportunity. The 
border is currently in crisis. We will soon see 
if Trump takes advantage of it, or if it takes 
away his second term.

THE FINAL WORD

Nobody knows how the migrant 
surge will end, or if it will end.“
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Peninsula to Michigan. There is still debate 
about who got the worst of the deal.

The Panic of 1837 interrupted Toledo land 
speculation, canal building, and happy hour 
in the 31 taverns lining the mucky track from 
the Maumee to the other side of the Great 
Black Swamp (a distance of 35 miles). The 
Panic brought, in the words of Scott, an “airy 
fabric into ruin.”

Again, the government was monkeying 
around with our money. Andrew Jackson ran 
for president on a platform of contempt for 
East Coast establishment elites, sympathy 
with hard-working regular people in the 
heartland, and a promise to Make America... 
You get the idea. (He carried Ohio in 1828 
and again in 1832.) Jackson may have been 
the worst economic nincompoop to have ever 
occupied the White House. (Although we’ll 
have to see how the current trade war with 
China turns out.)

Jackson was convinced that East Coast 
establishment elites were making all their 
money by lending it to hard-working regular 
people in the heartland to buy land with loans 
from the Second Bank of the United States 
controlled by East Coast establishment elites.

In June 1832, Jackson vetoed the renewal 
of the Second Bank’s charter. In June 1836, 
he signed the Deposit Distribution Act, 
requiring all federal revenues to be deposited 
in state banks... which were under the same 
kind of loose and stupid management that 
they had been in 1819. This deprived the East 
Coast establishment elites of capital. They 
quit making loans for land, or anything else.

Then in August 1836, Jackson issued an 
executive order, the “Specie Circular,” to 
forestall any tricky “financial instruments” 
that elites might create to keep ripping 
off hard-working regular people with the 
elite’s land speculations. The Specie Circular 
demanded that federal land purchases be 
paid for in hard money, of which, among 
regular people, there was practically none. 
The economy – especially the economy of 
heartland Jackson supporters – collapsed.

Scott stubbornly held onto his Toledo land 
– and got rich. By the time he died in the 
1870s, Toledo in fact had become something 
of a commercial center with a population of 
31,500. Property Scott had bought for $12 an 
acre turned out to be where downtown Toledo 
was built and sold for $12,000 an acre.

Scott became Toledo’s preeminent citizen. 
He was the editor of the daily paper, The 
Toledo Blade. He laid plans for the University 
of Toledo and donated its campus (a rather 
soggy patch by Ten Mile Creek a few blocks 
from where I grew up).

But Scott had had something more splendid 
in mind. He was the author of a pamphlet 
about Toledo wonderfully, if rather lengthily, 
called:

continued from page 53

Jackson may have been the worst 
economic nincompoop to have 
ever occupied the White House. 
(Although we'll have to see how the current 
trade war with China turns out.)
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A Presentation of Causes Tending  
to Fix the Position of the

FUTURE GREAT CITY OF THE WORLD
In the Central Plain of North America:
Showing That the Centre of the World’s 

Commerce, Now Represented by the City 
of London, Is Moving Westward to the City 

of New York, and Thence,  
Within One Hundred Years, to the Best 

Position on the Great Lakes

Benjamin Stickney held onto his land, too. 
But there’s a reverse side to the American coin 
of success-in-failure. Stickney was almost 80 
but he died too soon, in 1852. According to 
his obituary, “He was an extensive property 
holder, and a man generally esteemed... 
He could have disposed of his property in 
this valley, at one time, and been one of the 
wealthiest men of his day; he died on the 
verge of poverty, property-poor.”

The canals were never really important to 
Toledo. Or Ohio. They carried shipping, but 
not much was shipped to Toledo. And, little 
being grown or made there, even less was 
shipped from Toledo. In 1850, the town had 
a population of 3,870 and its only significant 
businesses were 12 freight-forwarding 
operations.

To build its canals, Ohio issued $16 million 
in bonds (over half a billion in 2019 dollars). 
Interest payments were $1 million a year. 
Fortunately for investors, the term “junk 
bonds” was not yet in use, or otherwise 
investors would have realized that that’s what 
these were. Receipts from Ohio canal tolls, 
from 1827 to 1903, totaled $17 million.

The fiasco was so great that more than a 

hundred years later we still hearing about it 
in the Ohio History class all Ohio eighth-
graders had to take. “To this very day 
Ohio’s tax system, especially the sales tax, 
commemorates the lesson Ohio learned from 
the excessive burden of building her canals,” 
said Randolph C. Downes, the very boring 
author of the Ohio History textbook that was 
so boring our teacher used to doodle or stare 
aimlessly out the window or nod off while 
teaching it.

CHIM-MI-CHIM-MIN-I-TOO 
Undaunted by the unimportance of canals, 
Toledoans were also early railroad enthusiasts. 
Very early. Toledo’s Erie & Kalamazoo 
Railroad, with construction beginning in 
1835, was the first railway completed west 
of the Appalachians. It ran from Toledo to... 
not as far as Kalamazoo. But 33 miles of track 
were laid to Adrian, Michigan.

The technological leap startled the inhabitants 
of the Toledo backwoods – and gave Native 
Americans a rare opportunity to do some 
European-style “mansplaining” to the yokels.

Dresden Howard – who’d come to the region 
as a child – was out riding with Ottawa 
tribesmen friends when, “Sounds reached 
us like distant thunder, and continued to 
approach... We saw a black object... rapidly 
passing through the trees... and could make 
out nothing definite about it until one of the 
Indians said it was an ‘iron horse,’ a ‘hot water 
horse, that spit hot water...’ After the ‘Chim-
mi-chim-min-i-too’ (the devil of the woods) 
had passed, we all ventured forward and took 
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a good look at two streaks of strap iron... but 
our ponies to a ‘man’ refused to cross this new 
invention.”

Other Toledoans understood railroads but 
misunderstood what they were good for. 
Railroads were conceived as being short lines 
with light-duty rail beds connecting local 
farms to lake and canal ports from which the 
real shipping would be done. And different 
railroads were deliberately constructed with 
different gauges... because you didn’t want 
some other railroad sneaking its caboose onto 
your railroad and getting a free ride.

By 1860, Toledo had become the hub of six 
railroads – Michigan Southern; Lakeshore 
& Michigan; Toledo, Wabash & Western; 
Cleveland & Toledo, and so on, all headed to 
where it sounds like they were headed.

There was a boom in shipping. Most 
Midwestern grain was transported down the 
Mississippi River. The Civil War closed the 
Mississippi, and grain transport shifted to the 
Great Lakes. Toledo saw its future as “Corn 
City.” Then the Mississippi opened again.

Also, by this time grain had begun to be 
shipped on long-haul rail lines. It came as a 
surprise to Toledo in 1867 when Commodore 
Vanderbilt’s New York Central began running 
heavy freight trains owned by a single railroad 
company straight through from Chicago to 
New York City. The New York Central did 
stop in Toledo – as briefly as possible.

Toledo’s port facilities shifted to coal. The 
city became the world’s largest coal-shipping 
port. Unfortunately, the coal being shipped 
was low-grade bituminous coal mined in 
the Midwest. What the new steel industries 

Right: The High Level Bridge

Bottom: WPA workers dredging 
an old canal lock.
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of Pittsburgh, Youngstown, and Cleveland 
needed to produce the extreme temperatures 
necessary for steel production was high-grade 
anthracite coal mined in Pennsylvania. Toledo 
became the largest coal-shipping port of the 
least-wanted (and dirtiest) kind of coal.

There was a “Panic of 1873” (the government 
monkeying around with our money – post Civil 
War inflation and demonetization of silver). 
Toledo, of course, was hard-hit. This time, I 
suppose, bringing a “sooty fabric into ruin.”

Civic leaders responded by launching a 
program of business incentives (in case you 
thought the bidding for Amazon HQ2 
was something novel) to lure “innovative 
technology” to town.

The Milburn Wagon Company moved to 
Toledo from Mishawaka, Indiana. Milburn, 
with 65 different kinds of wagons, was the 
largest manufacturer of farm equipment in 
America. No Milburn products, however, 
were mechanized like the farm equipment 
being made by McCormick Harvesting 
Machine Company in Chicago or John Deere 
& Company in Moline, Illinois. Toledo, 
for a second time, in a second way, failed to 
become “Corn City.”

TOLEDO GETS GASSED
However, in 1884 a large natural gas field 
was discovered south of Toledo. The supply 
of gas was declared to be infinite. Drilling 
and pipeline promoters said the gas was self-
generating. The gas field was in what had 
been, until the drainage system was dug, the 

Great Black Swamp. Gaseous swamp odors 
were well-remembered. The promoters may 
even have believed what they were saying.

Forty wells were drilled. Four pipelines were 
built to the city. Toledo experienced its third 
real estate bubble. The Toledo Blade opined, 
“Toledo the queen city of the lakes, goes forth 
conquering, one hand bearing a torch with 
light for the world, with fire for a nation’s 
forges, with heat for a million looms, with 
fuel for thousands of factories.” The gas ran 
out in 1895.

Instead, Toledo became the queen city of 
the lakes on wheels. Local industrialist Peter 
Gendron invented the wire-spoke wheel 
and the ball-bearing hub. Employing the 
hometown Tubular Axle Company’s new 
lightweight hollow-steel tubing, he created 
the modern bicycle. By 1898 there were 22 
bicycle manufacturers in the city. Toledo 
became the center of the American bicycle 
industry... just in time for the automobile.

(My grandfather was a mechanic at the 
Milburn Wagon Company. One day he 
saw an automobile rumble by. He became 
a car mechanic. He soon realized you could 
have cleaner hands and fuller pockets selling 
the things instead of fixing them. Thus I 
grew up well-fed, well-housed, happy, and 
prosperous as a scion of the O’Rourke Buick 
car dealership.)

Like Grandad, Toledo businessmen saw the 
socio-economic shift coming and this time 
they almost got the point. The Pope Motor 
Car Company began building cars in Toledo 
in the early 1900s.
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Price of a 1909 Pope-Toledo: $6,000
Price of a 1909 Model T Ford: $825

The American Bicycle Company produced 
the Toledo Steamer. The old Milburn Wagon 
Company made the Milburn Electric. And 
Toledo’s Kirk Manufacturing Company offered 
the Yale Touring car with a two-cylinder engine, 
16 horsepower, and weight of nearly a ton.

There was automotive achievement as 
well. From 1912 to 1918, Toledo’s Willys-
Overland Motor Company, owned by John 
North Willys, was the second-largest U.S. 
automaker, after Ford.

Toledo, however, had a kind of success 
that Ford couldn’t match – successful labor 
unions. (Ford resisted unionization, often 
with “Thunderbird” tactics, until 1941.)

Toledo is, and remains, a union town. I 
haven’t found much academic research or 
evidence in the 184 years of The Toledo Blade’s 
microfilm morgue about why this is. Local 
historians mostly adhere to the Midwestern 
tradition of boosterism. They don’t shine light 
into corners of conflict.

I can guess. Toledo had labor problems as 
early as the 1830s when the Maumee Valley 
temperance movement curtailed the whiskey 
ration of Irish canal diggers. The Irish went 
on strike, and who can blame them? Toledo 
was a fledgling rail hub. The Brotherhood of 
Locomotive Engineers was one of America’s 
first effective labor unions – more effective 
than Toledo’s railroads. Toledo had a large 
immigrant population. In 1890, 65% of 
Toledoans were foreign-born or had at least 
one foreign-born parent. Many of these 

immigrants were from Central Europe, 
where a strong union movement dated back 
to the 1840s. Or maybe it was simpler. In a 
place where the economy was fluid, not to 
say a viscous mire, the firm ground of labor 
solidarity had appeal.

Toledo unions were successful, but American 
success – as with Benjamin Stickney’s Toledo 
land holdings – has teeter-totter aspects. In 
1919, Willys-Overland offered its employees a 
profit-sharing plan.

It is a feature of human psychology that an 
opportunity can be as frightening as a threat. 
(Consider love.) Willys-Overland’s union 
considered the love that John North Willys 
was offering to be a threat to hold down 
hourly wages and went on strike. According 
to Toledo Profile: A Sesquicentennial History 
(taking a break from boosterism), “Two men 
were killed and nineteen injured during a 
riot involving several thousand strikers, strike 
sympathizers, strike breakers, and former 
soldiers who were serving as police.”

Willys-Overland Motor Company was forced 
into reorganization and never completely 
recovered, and the popular Willys Six and 
Willys Knight models disappeared.

But Toledo got a piece of the action, so to 
speak, becoming not the Car Capital but the 

It is a feature of human 
psychology that an opportunity 
can be as frightening as a threat. 
(Consider love.) 
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Car Parts Capital of America – Champion 
sparkplugs, Auto-Lite batteries, Monroe 
shock absorbers, AP mufflers, Libbey-Owens-
Ford automotive glass, and Spicer driveshafts 
and transmissions.

SUCCESS HIT TOLEDO – 
RIGHT IN THE SNOUT
The city grew – from a population of 168,497 
in 1910 to 243,164 in 1920 to 290,718 in 
1930. It grew fastest during World War I, a 
failure of geopolitics but a success for Toledo.

The war industry workforce was so short-
handed that women were hired as streetcar 
motormen. Toledoans oversubscribed to the 
Liberty Loan campaign, buying almost $73 
million in war bonds, exceeding their quota 
by more than 20%. And, out of the 200,000 
Ohioans who served overseas, somehow (draft-
exempt jobs? numerous German immigrants? 
one of just 50 House of Representatives votes 
against the war cast by Toledo’s congressman?) 
only 145 Toledoans died.

Along with industrial expansion came 
renewed interest in Toledo as a lake port – for 
bootlegging from Canada. The 1920s was an 
era of halcyon prosperity, if you don’t count 
such things as local folk hero bootlegger Jack 
Kennedy and most of his associates and his 

girlfriend being killed by Detroit’s Licavoli 
gang with the connivance of Toledo political 
fixer Jacob “Firetop” Sulkin. (But that’s 
another story.)

The 17-story Commodore Perry luxury 
hotel opened with Toledo’s first radio station 
broadcasting from its roof. F. Scott Fitzgerald 
set a short story in Toledo with its denouement 
at the exclusive Toledo Club. The U.S. Open 
was played at Inverness Club. The Mud Hens 
were managed by Casey Stengel. The Scott 
(named for Jesup) High School football team 
won the national high school championship 
with a score of 263 to 54 (not a misprint). 
The Maumee was spanned by one of the 
longest suspension bridges in the country. 
Ohio Savings and Trust Company erected an 
Art Deco skyscraper.

Just in time for the Great Depression.

Ohio Savings and Trust failed. So did 
Toledo’s Commercial Bank, American Bank, 
Commerce Guardian Trust and Savings Bank, 
and Security-Home Trust Company – some 
of largest bank failures in America. A third 
of Toledoans’ $80 million in bank deposits 
vanished. Industry was dust, manufacture 
became post-factual, wholesale went down 
a hole, and retail’s tail was in the wringer. 
Toledo’s unemployment rate hit 50%.

By 1933, 30,000 people were on city poor 
relief and between 50,000 and 60,000 were 
receiving city food donations. The city 
government – with $1.4 million tied up in 
bank insolvencies and $6 million owed in 
back taxes – was broke. All of Toledo might 
have gone on the bankruptcy auction block 
the way it had in 1819 and 1837.
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What rescued Toledo was...  
the government monkeying 

around with our money. 
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OH WHAT A LOVELY 
DEPRESSION
What rescued Toledo was... the government 
monkeying around with our money. FDR’s 
Federal Emergency Relief Administration 
undertook the kind of federal interference in the 
economy that the capitalists who built Toledo, 
with their “memorable speculation in wild lands 
and wild cities,” deplored. (Although they 
were willing to make an exception to save 
their own necks. And aren’t we all?)

Toledo was provided with a large serving 
of the Roosevelt “alphabet soup” – Civil 
Works Administration (CWA), Works 
Progress Administration (WPA), Public 
Works Administration (PWA), and Civilian 
Conservation Corps (CCC).

Using out-of-a-job Toledo craftsmen and salvaged 
materials from abandoned Toledo factories, 
the WPA built a magnificent Toledo Zoo.

Previously it had been a modest attraction, 
founded in 1900 with the donation of one 
woodchuck. By the end of the 1930s, it 
had the largest fresh-water aquarium in the 
world, an aviary that was the first building 
in America to use glass blocks for walls, a 
delightfully creepy reptile house, scary bear 
pit, entertaining seal pool, a museum of 
science, an amphitheater, and – my personal 
favorite as a kid – a sort of combined concrete 
alp and primate playpen called “Monkey 
Mountain.” It was the best possible example 
of the government monkeying around  
with our money. All these remain in use –  
the largest collection of WPA buildings still  
in place.
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Right: The Toledo Zoo’s Elephant 
House, built by the WPA. 

Bottom: The Ohio Bank Building, 
later the Owens-Illinois Building, 
later the National City Bank 
Building, now the PNC Bank 
Building. (The tallest building 
in northwest Ohio from 1930 
through the 1960s.)

https://commons.wikimedia.org/wiki/File:Elephant_House_now_used_as_Event_Space_at_the_Toledo_Zoo.jpg
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The WPA and other “Works” programs also 
built Toledo a vocational school, seven grade 
schools, two high school football stadiums, a 
tuberculosis hospital, an artificial lake at a Boy 
Scout camp, and (on Lake Erie, not the Boy 
Scout lake) a naval armory – lest Britain go soft 
and Canada end up siding with the Axis.

Federal make-work created a main library in 
an austerely beautiful Streamline Moderne 
style. It repaired the Fassett Street Bridge 
(not the previously mentioned suspension 
bridge, but an “un-suspension” bridge, half of 
which had fallen into the river). It improved 
facilities in public parks, installed new sewer 
systems, and overhauled the city’s waterworks 
to replace drinking water from the highly 
flavored Maumee. It filled and paved the 
stagnant, smelly remnant of Toledo’s canal, 
turning it into the “Anthony Wayne Trail,” 
a handsome four-lane parkway heading out of 

the city to... no place in particular, not even 
Kalamazoo. And it constructed one of the 
nation’s first public housing projects, a Mid-
Century Modern gem of an urban development 
with townhouses that could be sold for a fortune 
to present-day hipsters if the housing project 
hadn’t been torn down in 2012.

The Great Depression was the best thing that 
ever happened to Toledo – aesthetically.

YESTERDAY’S TOLEDO 
TOMORROW 
World War II was the next best thing. Not 
for Toledo’s war casualties... The city seemed 
more committed to actually fighting this 
world war, and 1,195 Toledoans died. But the 
rest of them went back to work.
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Left: Aerial photograph of Toledo 
taken in 1947 from the Ford 
Blimp. (The author is being born 
somewhere below.)

Bottom: Toledo in 2018. 
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Here is one more way that economics earns its 
title, “The Dismal Science.” Economists can’t 
grasp the idea that war is never an economic 
success. Those 1,195 dead would have 
been the parents of – with post-war average 
birthrates – some 3,000 children and hence 
about 7,500 grandchildren and thus by now 
14,000 or 15,000 great-grandchildren for a 
total of more than 25,000 human beings who 
never had the chance to worry about Toledo 
being an economic failure. Economists don’t 
count them.

Toledo produced more than $3 billion in 
combat materiel including 300,000 military 
vehicles, 4 million high-explosive shells, and 
more than a billion rifle, pistol, and machine-
gun bullets. Plus airplane wing sections, nose 
assemblies, gyroscopic stabilizers, and some of 
the electrical parts of the atomic bomb.

Toledo was well-positioned for the post-war 
economic boom. It didn’t quite come to Toledo.

This was a shame. Toledo had planned 
carefully for the economic boom’s arrival – 
knew right where to put it and just what that 
boom would look like.

The Toledo Blade’s publisher, Paul R. Block, Jr., 
was an almost Jesup W. Scott-worthy booster. 
During the final years of World War II, 
Block commissioned the celebrated industrial 
designer Norman Bel Geddes to create a scale 
model of “Toledo Tomorrow.” The model was 
revealed on July 4, 1945, at the zoo’s science 
museum. It was 61 feet in diameter.

Toledo Tomorrow embodied the happy 
innocence of the 20th century’s second 
half – back when “the future” had a future. 

Life magazine did a multi-page photo essay. 
Eleanor Roosevelt praised Toledo’s “foresight” 
in her weekly newspaper column. Toledo was 
labeled the “most planning conscious city in 
Ohio, perhaps in the nation.”

The close, fussy, and crowded old grid of 
Toledo streets would be supplanted by wide, 
calm, lovely curving avenues. Never mind 
that closeness, crowds, and fuss are what make 
a city. The avenues would be crisscrossed 
by congestion-proof “super” highways. Big 
business would rise in airy spires set midst 
civic-minded greenspace. (Where small 
business would go doesn’t seem to have been 
considered.) Low, dirty slums would be 
replaced by clean bright apartment towers 
because no one had figured out that it’s a bad 
idea to stack poor people.

And right in the middle of downtown Toledo 
Tomorrow, within walking distance of 
tomorrow’s boardrooms and corner offices, 
there’d be a vast “Union Terminal” with 
underground roadways and a railroad station 
paved over with runways long enough to 
“bring the largest of tomorrow’s air liners into 
the heart of the city.”

Toledoans could go to a single downtown 
location and catch a plane, train, or bus to 
anywhere in the world. Like they cared... 
They were driving their new cars.

The only part of Union Terminal (in fact the 
only part of Toledo Tomorrow) to be built 
was the train station, in 1956. Just in time 
for – or, rather, a little late for – the 1955 
opening of the Ohio Turnpike. 
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born in Adrian, Michigan – as far as the 1835 
Erie & Kalamazoo Railroad ever got.

A CITY THAT NEVER 
SHOULD HAVE BEEN 
THERE GOES AWAY 
What happened to Toledo in the 1950s and 
1960s was another sort of success-in-failure. 
Toledo prospered well enough. Weekly 
wages in manufacturing jobs were among 
the highest... in American cities relying on 
manufacturing, of which there weren’t as many 
as there had been. Toledo’s per capita income 
was among the highest... in Ohio. The St. 
Lawrence Seaway was completed in 1959, 
opening Toledo’s freighter traffic to the world... 
except when the St. Lawrence River froze.

However, as with most American 
metropolises, the city – as a city – began 
to dematerialize. People moved into the 
“suburban sprawl” that is an anathema to 
city planners. The planners see suburbia as a 
human weakness for too many nice homes 
and good places to work and shop. The 
planners lament the loss of a countryside full 
of birds that crap on our cars and raccoons 
that get into our garbage. And sprawl simply 
sprawls. There’s nothing for planners to plan.

They kept planning anyway. In 1969, roughly 
12 acres of Toledo’s old downtown, including 
more than 20 handsome and substantial 
late-19th-century buildings, were leveled. The 
“urban renewal” was done with 1960’s box-it-
came-in architecture rather than the Geddes 
kind – jetsam, not Jetsons.

By 1972, Toledo had 34 miles of expressways 
leading to a downtown where no one went 
anymore. Downtown retail sales declined 
35% between 1958 and 1972. By 1980, 40 
suburban shopping centers accounted for 
90% of shopping. To build the expressway 
system, 4,000 houses and stores were torn 
down and 25,000 Toledoans were displaced. 
They were probably going to move to the 
suburbs anyway...

Toledo’s largest theater, the Paramount, was 
razed in 1965 to make way for a parking 
lot... Just in time for empty parking spaces 
on downtown streets. A new civic auditorium 
was built in the ‘burbs. The downtown 
cafeteria that had been the city’s most popular 
restaurant for 35 years closed in 1971. So did 
Toledo’s last burlesque house.

Then came a failure beyond what even 140 
years of living in Toledo would lead you to 
expect. The 1970s “stagflation” recession 
wasn’t caused by the government monkeying 
around with our money. Although the 
government certainly was doing that, 
abolishing dollar convertibility into gold 
and running the Bureau of Engraving 
printing presses night and day. But now the 
government was monkeying around with 
everything – wage and price freezes, import 
surtaxes, and gas shortages.

The industrial Midwest lost the adjective 
“industrial” forever. Between 1973 and 1975, 
2.3 million jobs disappeared. It seemed to 
Toledoans that all 2.3 million had disappeared 
from Toledo.

In 1976, Toledo’s public schools closed briefly 
for lack of funds. A teachers’ strike followed. 
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Teachers who kept working were assaulted. 
The unionized police did not intervene. 
In 1979, the police themselves went on 
strike. All the municipal unions went on 
strike, something that had never happened 
in an American city. Looting and rioting 
followed. Firemen were on strike too. Fifteen 
buildings were burned in a single block, and 
an apartment building under construction 
without a union contract was bombed by 
union members.

Toledo never recovered. The city’s population 
dropped from 383,818 in 1970 to 276,491 
now. (And Pierre Irving’s prediction was 
fulfilled. The current population of Buffalo 
is only 258,612.) In 1930 Toledo was the 
27th-largest city in America. Today it’s ranked 
74th, well below Plano, Texas (69th) and just 
above Durham, North Carolina.

OUR JUNKYARD – MORE 
MAGNIFICENT THAN 
YOUR PALACES
Toledo is a failure... But what a magnificent 
failure it’s been. Over the course of three 
centuries, hundreds of thousands of 
people deliberately came to an obscure and 
unpromising corner of Ohio from everywhere 
– hardscrabble New England farms, eastern 
city tenements, Germany, Poland, Ireland, 
Italy, Russia, the Balkans, the Near East, 
Appalachia, and the segregated South. 
There’s a Bulgarian community, a Slovenian 
community, a Lebanese community. One of 
the most striking mosques in America rises 
from the cornfields of what was the Great 
Black Swamp. And there’s Tony Packo’s. 

Right: Owens Corning 
headquarters. 

Bottom: A Jeep rolls off the 
Willys-Overland production line 
during World War II. 

P
ho

to
 le

ft
: s

o
ur

ce
; f

a
r 

le
ft

: s
o

ur
ce

https://commons.wikimedia.org/wiki/File:Willys-MA-1.jpg
https://en.wikipedia.org/wiki/Owens_Corning#/media/File:WHQ_photo_for_Wiki.jpg


84 June 2019

beer, look out your picture window, and toast 
Michael J. Owens.

Libbey-Owens-Ford invented auto-safety 
glass in Toledo and Owens-Corning invented 
fiberglass. If you hoisted too many beers, 
looked out your picture window at your 
Corvette, crashed it, and survived, toast one 
more Toledo booster nickname, “Glass City.”

A Toledo physician, nose and throat specialist 
Allen DeVilbiss, was trying to make a 
throat atomizer for his patients and tried so 
hard that he invented the paint spray gun. 
DeVilbiss paint sprayers are available in better 
automotive-supply stores everywhere... You 
can touch up that crashed ‘Vette.

The doctor’s son, Allen DeVilbiss Jr., invented 
a portable pendulum-operated weighing device 
and founded Toledo Scale. Its products were so 
ubiquitous when I was young that I thought 
Toledo’s city motto was “No Springs.”

And when the need came to invent the Jeep 
and win World War II, it was Toledo’s always-
on-the-tip-of-bankruptcy Willys-Overland 
Motor Company that invented it. Jeeps 
continue to be made in Toledo (and are a 
more appropriate vehicle for a man my age 
than that Corvette).

Toledo is still home to four Fortune 500 
companies – Marathon Petroleum, Owens-
Illinois, Dana, and Owens Corning. Paris is 
home to none. (Of course, Fortune doesn’t 
count French companies. But who does?)

Per capita income in Toledo is $28,584. That 
isn’t as much as the $31,786 American average, 
but it’s a lot more than the $13,812 in Poland.

(This is actually a failure of Toledo’s Polish 
population – Tony was Hungarian.)

In this humble place people led a better life 
or had a chance to lead a better life or at least 
were – “‘Tis Ague in the Fall” notwithstanding 
– alive. Not reaped for cannon fodder by 
the Kaiser, persecuted by the Ottomans, 
murdered by Hitler, crushed by Stalin, shot 
by the Hatfields and McCoys, or lynched by 
white trash.

Toledo is a junkyard of capitalism. But what 
splendid junk! Canal boats, railroad trains, 
lake freighters, bicycles, and lumbering Yale 
Touring Cars – they weren’t laden with 
treasure perhaps, but they carried enough of 
the good things in life to feed, clothe, and 
shelter Toledoans.

Cheap natural gas lured New England’s glass 
companies to Toledo. By the time the infinite 
supply of gas proved finite, glassmakers – 
Libbey-Owens-Ford, Owens-Illinois, Owens-
Corning – had built so many factories in 
Toledo that they couldn’t leave.

The repetitive “Owens” in the corporate 
names was Michael J. Owens, a peripatetic 
glass blower with little formal education 
and great mechanical genius. He developed 
a process to make bottles with machinery 
instead of by hand and another to produce 
sheets of glass in continuous flow. Hoist a 

Toledo is a failure... But what a 
magnificent failure it's been.  

Toledo is a junkyard of capitalism.  
But what splendid junk!
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Lake Erie and the Maumee River – the largest 
river flowing into the Great Lakes, a mile 
wide at its mouth – have been cleaned up. 
There are 29 marinas and nine beaches. Rome 
has no beaches. And the Toledo area has 46 
golf courses, while Manhattan doesn’t have 
any at all.

The Toledo Museum of Art was a 1901 gift 
from glass magnate Edward Drummond 
Libbey. It’s a perfection of neo-classicism with a 
graceful sweep of an addition by Frank Gehry 
and a 1,750-seat concert hall whose acoustics 
are perfect for a symphony orchestra. And 
Toledo has a symphony orchestra.

The museum’s collection contains works by 
Rubens, Rembrandt, El Greco (who may not 
have painted Toledo, Ohio, but his painting 

wound up there), van Gogh, Degas, Monet, 
Cézanne, Matisse, Picasso, and Edmund 
Osthaus (1858-1928) “the world’s greatest 
painter of hunting dogs.” (My kind of art.)

And the Toledo Zoo now has 10,000 animals 
belonging to 720 species (some obviously 
more prolific than others).

Now click on Zillow and see the five-bedroom, 
four-bathroom, 1907 stately home in Toledo’s 
Old West End two blocks from the art 
museum on a half-acre lot with a carriage 
house – that you can buy for $260,000.

The junkyard of capitalism makes the Seven 
Wonders of the World look like curbside 
trash. All the success of the rest of mankind 
sucks by comparison to America’s failures. 

TOLEDO BIBLIOGRAPHICAL NOTES
I am – as perhaps you can tell – fascinated by Toledo, Ohio. Partly because I’m from there and partly 
because, just as I was leaving in 1969, one of my oldest friends, John Fedderke, returned and stayed and 
kept me updated on the town’s continually checkered history. My story of Toledo’s economic adventures 
spins off John’s “Letter From Toledo,” published in the June 2018 issue of American Consequences. 

In addition to John, I’ve relied on two excellent and entertaining books, Gateway to the Great Lakes 
by Morgan Barclay and Charles N. Glaab, published by Continental Heritage Press in 1982 and Toledo 
Profile, A Sesquicentennial History, by Tana Mosier Porter, published by the Toledo Sesquicentennial 
Commission in 1987.

I’ve also relied on the less entertaining four-volume Lucas County Historical Series by Dr. Randolph C. 
Downes, published by in 1948 by The Historical Society of Northwestern Ohio – of which region Downes 
was the most august and preeminent historian. These are, as I note in my article, what put me into a 
coma in 8th grade. But they too are excellent in their own way – a great marshalling of facts and figures, 
even if presented in a way that bludgeoned middle schoolers.

To return to the entertaining (as well as the excellent), I have also consulted the archives of the Toledo 
Blade, a newspaper that has been in print without interruption since 1835; The Great Black Swamp and 
The Great Black Swamp II by Jim Mollenkopf, published by Lake of the Cat Publishing in 1999 and 2000 
respectively; Nothing Personal Just Business, tales of Toledo during Prohibition, by Kenneth R. Dickson, 
published by Lesher Printing, 2006; and The East Side, Past and Present by Isaac Wright, originally 
printed in 1894 by the 2nd Congregational Church in East Toledo.

https://online.flippingbook.com/view/428981/32/
https://americanconsequences.com/letter-from-toledo-ohio/
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American Consequences is edited by  
P.J. O’Rourke, author of 19 books 

including Eat The Rich and 
How the Hell Did This Happen: 
The Election of 2016. P.J. cut his 

teeth as an editor-in-chief of the 
National Lampoon and a foreign affairs 
correspondent for Rolling Stone. He’s 
since written for The Weekly Standard… 
The Atlantic… and many other magazines. 
P.J. is the H. L. Mencken fellow at the Cato 
Institute, a member of the editorial board 
of World Affairs and a regular panelist on 
NPR’s Wait… Wait… Don’t Tell Me. He lives 
with his family in rural New England, as far 
away from the things he writes about as 
he can get.

Buck Sexton is host of the nationally 
syndicated talk radio program, 

The Buck Sexton Show, heard 
more than 100 stations across 
the country. He’s also a former 

CIA and NYC police department 
intelligence officer.

The junkyard of  
capitalism makes the 
Seven Wonders of the 
World look like curbside 
trash. All the success 
of the rest of mankind 
sucks by comparison to 
America’s failures.

P.J. O’Rourke

“

Dr. David Eifrig worked in arbitrage 
and trading groups with major 

Wall Street investment banks, 
including Goldman Sachs, 
Chase Manhattan, and Yamaichi 

in Japan. In 1995, Dr. Eifrig retired 
from Wall Street, went to UNC-Chapel 
Hill medical school, and became an 
ophthalmologist. 

Today, he publishes a 100% free daily 
letter on both health and wealth that shows 
readers how to live a millionaire lifestyle for 
far, far less. Click here to learn more.

Austin Root is editor and portfolio 
manager of the Stansberry Portfolio 

Solutions products, a set of four 
distinct, fully-allocated model 
portfolios designed to take 
the guesswork out of investing.  

Prior to that, he co-founded and 
ran North Oak Capital, a New York-based 
hedge fund with a strategic investment 
from Tiger Management. Austin has also 
worked as an investor and analyst at 
world class investment firms including 
SAC Capital, Soros Fund Management, 
and The Blackstone Group.
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https://www.amazon.com/gp/product/0871137607/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=0871137607&linkId=fd6fdde9586476f37519fcdcecb34d59
https://www.amazon.com/gp/product/0802126197/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=0802126197&linkId=b6c5f662e6f52c23e1706eceb1b03cd0
https://www.amazon.com/gp/product/0802126197/ref=as_li_qf_asin_il_tl?ie=UTF8&tag=dailywealth-20&creative=9325&linkCode=as2&creativeASIN=0802126197&linkId=b6c5f662e6f52c23e1706eceb1b03cd0
https://pages.stansberryresearch.com/page.aspx?QS=38dfbe491fab00ea1cba961abdc64f7f2ff64a895da516bb92b1974ec2958b43&source=AMC081818
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