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The U.S. is currently in the midst of the 
longest-running bull market in history... 

So why did we put a bear on this month’s 
magazine cover? Because it can’t climb forever. 
And the best time to prepare financially is on 
the way up, not on the way down...

Frequent American Consequences contributors 
Dr. David Eifrig and  
Dr. Steve Sjuggerud help us prepare with 
The Bear Market Almanac and ‘Melt Up’ 
Opportunities Are Knocking.

Editor-in-Chief P.J. O’Rourke kicks things 
off with an un-flinching look at Elizabeth 
Warren’s campaign platform.

Technical analyst Greg Diamond, CMT, 
offers an intriguing look at similarities 
between the stock market in 1929 and today 
(trouble could be on the horizon).

Journalist John Stossel tackles the 
controversial minimum-wage debate...

Americans are spending more on taxes than 
food, clothing, and health care combined. 
CNSnews chief Terence P. Jeffrey details 
this disparity.

Economist Nouriel Roubini examines four 
crisis collision courses for the global economy 
and former prime minister of Australia Kevin 
Rudd takes on the question can the U.S. and 
China make a deal?

Investing writer Kim Iskyan tells us 
about his boots-on-the-ground research in 
Argentina, and why there’s opportunity in 
crisis...

Political analyst Salena Zito highlights 
some small businesses and reminds us that 
the forces we thought were ripping us apart, 
haven’t...

And for this month’s Final Word, Executive 
Editor Buck Sexton delves into what 
a 14th-century monk can teach us about 
impeachment.

We’ve uploaded a PDF suitable for printing 
to our archive page.

And tell us what you think at feedback@
americanconsequences.com.

Regards,

Steven Longenecker 
Publisher, American Consequences

Boiled down:  
The simplest explanation is 
usually the correct one.

Buck Sexton

“

INSIDE THIS ISSUE
It is an axiom of American 
politics: If you value 
individual liberty and 
economic freedom, always 
pick the candidate with 
fewer ideas.

P.J. O'Rourke

“
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ADVERTORIAL 

The REAL Reason 
Why The Rich Are 

Getting Richer

If you want to understand the REAL 
reason why the rich are getting 
richer…

While everyone else is falling behind…

All you have to do is watch the first 

10 minutes of this amazing video, 
produced by a multi-millionaire, from 
his corner office.

He explains what you need to know, 
and the one investment you need to 
make (it’s not a stock, bond, ETF, 
mutual fund, or precious metals) to 
make sure you don’t fall behind.

I guarantee you’ve never seen these 
ideas discussed in this way before.

Watch at least the first 10 minutes 
of his video and you will think about 
what is happening in America in a very 
different way. And you could make 
a ton of money too, if you follow his 
recommendation.

You can watch the video for free 

here…
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a squint at the 
DEMOCRATIC 
NOMINATION 

CONTEST And an Un-Flinching Look at  
Elizabeth Warren’s Campaign Platform

 LETTER FROM THE EDITOR

Not long ago there were more 
Democrats running for president 
than you could shake a stick at. (And 
they all wanted to tax the stick.) 

But lately it’s looking like there are only two 
donkeys in the race for the 2020 Democratic 
nomination – Elizabeth Warren and Joe 
Biden. With Warren ahead by a nose (that she 
wants to poke into everything).

Is Bernie Sanders still a serious contender? 
“Serious as a heart attack.” Unfortunately that 
phrase has taken on a new meaning for the 
old guy. I’m no kid myself and, in matters of 
personal health, I wish Bernie the best. But I 
also wish him farewell. Goodbye to you, you 
New Left leftover.

Thus it’s time to take a closer look at the 
Warren and Biden campaign platforms. 

One of them could win the White House. 
Both are leading Trump in head-to-head 
polls. (Although I have a feeling that Trump 
supporters use their phones to play catch with 
the dog when pollsters call.)

But before we get into specifics let’s perform 
a rudimentary analysis called “Weigh the 
Bullshit” or “WBS.” What we do is we Google 
“Political positions of Elizabeth Warren” and 
“Political positions of Joe Biden” and print out 
their respective Wikipedia entries.

Biden’s is 25 pages long but liberally 
interspersed with photos of Joe-Looking-
Presidential and Joe-Being-Statesman-Like. It 
includes 151 reference notes.

Warren’s is 42 pages of dense gray print with 
251 reference notes.

American Consequences 7
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Warren also wants to impose a wealth tax 
on the net worth of individuals – 2% on 
net worth above $50 million and 3% on net 
worth above $1 billion. The current yield on 
2-year U.S. Treasury bonds is 1.5%. For a 
conservatively invested billionaire that means 
a 200% tax on income on top of the income 
tax he or she is already paying. In anything 
except politics we’d call this “stealing.”

And what about a modestly middle-class 
retired couple, living on Social Security, 
who, years ago, just happened to buy a little 
cabin and some land in a place that has been 
gentrified all to hell such as Aspen, Colorado? 
Now they’re worth $100 million whether 
they want to be or not. They’ll owe the IRS 
$1,000,000 a year for the rest of their lives.

But don’t try to take the money and run. 
Warren proposes a 40% “exit tax” on 
expatriation of wealth exceeding $50 million. 
The island that Wall Street’s moneyed elite 
will be living on won’t be Grand Cayman, it 
will be Riker’s Island.

Warren doesn’t seem to like rich people 
very much. (Never mind that, according to 
public financial disclosure forms, she and 
her husband have a net worth of between $4 
million and $11 million.) But who Warren 
really has it in for are big corporations – 
maybe just because they’re big corporations. 
Nobody feels attraction to or affection for 
big corporations. Dissing them is, politically 
speaking, like swiping left on Matt Lauer’s 
dating app.

Warren supports breaking up the tech giants 
– Google, Facebook, Amazon, etc. And these 
particular big corporations are even more 

It is an axiom of American politics: If you 
value individual liberty and economic 
freedom, always pick the candidate with fewer 
ideas.

So, this month, let’s go “first with the worst” 
and examine Warren’s ideas. 

And, gosh, does she have a lot of them. Just 
using the simple WBS metric, Warren is 68% 
more alarming than Biden.

If that’s enough for you, consult the June 23, 
2019 New York Times Magazine cover story by 
an admiring Emily Bazelton, titled “Elizabeth 
Warren Has an Answer for Everything.” The 
second column of the piece includes this 
chilling passage: “As a presidential candidate, 
Warren has rolled out proposal after proposal 
to rewrite the rules... On the trail she says, 
‘I have a plan for that’ so often that it has 
turned into a T-shirt slogan.”

As scary words go, “I have a plan for that” is 
right up there with, “Hold my beer and watch 
this!”

Warren thinks we can improve our economy 
by returning personal and corporate income 
taxes to Clinton-era levels. Are higher taxes 
good for the economy? U.S. per capita GDP, 
adjusted for inflation: $44,314 in 1998, 
$57,821 now. Question answered.

 LETTER FROM THE EDITOR

“It is an axiom of American politics: 
If you value individual liberty and 
economic freedom, always pick the 

candidate with fewer ideas.
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unlovable than most. But, given Warren’s 
obvious economic ignorance, the way her 
break-up would work would be something 
like... There’s only one Dollar General store in 
your town. Warren would divide the business 
so that your town had four stores – each 
selling everything for 25 cents.

And Warren favors a kind of “net neutrality” 
where Internet providers would be treated like 
public utilities. As if we didn’t have enough 
infrastructure problems with the public 
utilities we have now. And, anyway, I would 
argue that the Internet already is a public 
utility – a sewage system that runs backwards 
pumping crap into your laptop and phone.   

Warren wants to tax corporations’ global 
profits in addition to the U.S. taxes they 
already pay and no matter what other taxes 
they pay overseas. I guess the idea is to get 
U.S. investment out of the global marketplace 
and back home. But this is like shooting your 
neighbor’s cows in hope of getting more milk 
from your own.

Warren has proposed that large corporations 
should be required to allow employees to elect 
40% of corporate board members. And that’s 
how somebody’s brother-in-law wearing flip-
flops, cargo shorts, and an Antonio Brown 
Patriot’s jersey ended up at the board table 
scratching his stomach and drinking a beer. 
You can’t blame the guy from the loading 
dock who nominated him. His wife had been 
on his ass for years to get her brother a job.

She also proposes eliminating the “gender pay 
gap” with “Paycheck Fairness Act” legislation. 
Finally, Mary T. Barra, CEO of General 
Motors, and the guy on the assembly line 

who put your Silverado’s tailgate on upside 
down (who’s out on strike anyway) will 
achieve compensation equity.

And Warren thinks the federal minimum 
wage should be $22 an hour. The kid bagging 
groceries will be making $47,760 a year. And, 
no, damn it, don’t load the case of beer on top 
of the egg carton.

Of course she favors universal single-payer 
health care or, as it’s properly called, “Health 
care that’s free – and worth it.”

Plus subsidized universal childcare. I have 
several friends with children in their 30s who 
still need quite a bit of parental caretaking. 
My friends sincerely hope that Warren’s 
program will address the darn kids’ rent, car 
payments, and debit card overdrafts.

Of course, Warren has all the predictable 
“woke” political positions on civil rights, 
women’s rights, gay rights, transgender rights, 
and every other kind of rights you ever 
heard of except for Second Amendment and 
property rights, which apparently go to sleep 
when somebody gets woke.

Like any good lefty she supports campaign 
finance reform and wants to “take the 
money out of politics.” Although in the 
last three months she’s raised $24.6 million 
in campaign funds compared to the $15.2 
million that less-lefty Joe Biden has raised. 
$24.6 million sounds like money to me. 

She also has the typical left/liberal views 
on abortion and the death penalty that, 
personally, I find deeply perplexing. I can 
understand the cold, pragmatic logic of being 
in favor of abortion and the death penalty. 



military spending in her home state of 
Massachusetts.”) She also takes Trump-like 
stands on getting tough with China and 
negotiating with North Korea. And, at least 
by the standards of Ilhan Omar and Rashida 
Tlaib, she’s a fairly strong supporter of Israel. 
(With the usual sanctimonious “Two State 
Solution” noises.)

She has not called for the forgiveness of all 
student-loan debt, though she has called 
for lower student loan interest rates and 
other forms of relief for scholars-in-hock. 
Once, years ago, in a book written with her 
daughter, she even expressed approval of 
school vouchers.

She’s not an open-borders extremist. Yes, 
she’s against the Wall, for the Dreamers Act, 
wants border-crossing decriminalized, and 
deplores – not without reason, I may say – 
the  conditions in migrant detention camps. 
But in 2013 she voted “Yea” on a Senate bill 
to toughen immigration laws.

So, although Warren has found a dunghill of 
left-wing economics to stand atop and crow, 
she is not a complete cock-a-doddle-doo.

Although there is one item on her agenda that 
does make you wonder. She wants climate-
change regulation to be put under the control 
of the Department of Homeland Security.

“Don’t worry about being late for your plane 
because of long lines at airport security, 

TSA has ordered good flying weather 
for the next three days!”   

Photos from AP

And I can understand the moral sense and 
consistency of being opposed to all killing 
whether it’s in an abortion clinic or on a death 
chamber gurney. What I can’t understand is 
people who condone the death of itty-bitty 
babies but think a school shooter should get a 
time out.

However, I’m not here to psychoanalyze 
Elizabeth Warren. (Although in my opinion 
running for president is a symptom of 
psychosis in the first place.) I’m just here to 
briefly summarize her campaign platform and 
try to make reading that summary a little less 
painful.

Yet, while we’re on the subject of people who 
do not seem to be perfectly psychologically 
stable, we should note that Warren is not the 
perfect “Anti-Trump.”

She’s made a number of statements opposing 
free trade and actually agrees with Trump’s 
tariffs. She supports withdrawing troops 
from Syria and Afghanistan. (And deploying 
them in Boston, I guess. According to 
Wikipedia, “Warren has worked to protect 

 LETTER FROM THE EDITOR

“So, although Warren has found  
a dunghill of left-wing economics  
to stand atop and crow,  
she is not a complete  
cock-a-doddle-doo.
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Re: Our Newest Readers 
Weigh In
I just want to say thank you. I’m not sure why 

it took me so long to find this. – John R.

P.J. O’Rourke comment: You’re welcome, John. 
And let me tell you why it took you so long 
to find American Consequences. Modern 
media is beset by a terrible “noise to signal” 
ratio. There are now so many different media 
providers attempting to get the attention 
of so many different media consumers 
(often in foolish, stupid, and highly partisan 
ways) that the result is not a “medium of 
communication,” but just static. But we’ll 
keep doing our best, trying to broadcast facts, 
logic, and common sense loud and clear.

Re: What You’re Reading...
I am reading The Storm Before the Storm by 

Mike Duncan. It looks at Rome from about 

150 B.C. to the onset of the Caesars, the 

fall of the Republic. Disturbing parallels to 

us today: The importation of many slaves 

to do work cheaply cut out the ‘plebs’, the 

blue-collar middle class, set them adrift 

and made them manipulatable. The mores 

of political and social discussion started to 

break down. There were endless foreign 

wars. It goes on; the book is worth a read. 

Not saying the U.S. is where Rome was, but it 

gives food for thought. – Stan M.

P.J. O’Rourke comment: That sounds like a 
must-read, Stan. I’m ordering it right now. As 

you probably know, Mike Duncan also did 
a great podcast series, The History of Rome, 
available on Apple Podcasts, covering Roman 
civilization “from founding to floundering.” 
Let us indeed hope that America doesn’t 
follow in Rome’s footsteps. One thing that 
we’ve got going for us is that we’ve dealt with 
a problem that Rome refused to face up to. 
We have established the basic property right 
of a person’s ownership of him or herself. The 
Romans were never able to free themselves 
from slavery. In the very period that you’re 
talking about, 73 B.C., Spartacus and his 
army of fellow escaped slaves almost put 
an end to the Roman Republic before the 
Caesars had a chance to. America may not 
have eliminated discrimination, inequality, 
or exploitation of vulnerable members of the 
labor force, but at least we spent our blood 
and treasure putting an end to legal slavery 
from 1861-1865. No true free market can 
exist without people being free. And free 
market forces, by fostering economic progress, 
expand people’s freedoms. This is why the 
Romans, although they had considerable 
technical knowledge and technical expertise, 
never produced any technology. Their market 
forces were undercut by a slave economy. 
Why invent labor-saving devices when labor 
is free? Slavery is not only morally repulsive, 
it is also economically idiotic. In this one 
respect, America is superior to Rome. 
Whether we’re superior in other respects is 
another question. For instance, are NFL team 
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owners any improvement over the kind of 
people who fed Christians to the lions in the 
Colosseum?

Re: Dems Win 2020... 
First, we must define ‘socialism’. All too 

often a partisan media and eagerly 

partisan electorate inappropriately defines 

‘socialism’ as ‘communism’. I beg to differ, 

strongly, as do the field of candidates now 

embroiled in primary campaigning for the 

Democratic nomination.

‘Democratic socialism’, as many are apt to 

label the current thought trends, proposes 

to develop a comprehensive safety net for 

ALL citizens. Not just the 0.01%, not just 

for the politically connected, not just for 

those who happened to arrive 

on these shores before some 

imaginary gates were closed.

Proceeding with the minor 

proposals thus far put 

forward by the Democratic 

party candidates does not 

invoke communism, 

fascism, dictatorship, 

or any other form of 

totalitarian governmental 

body. We need simply 

observe the success of 

democratic socialism in 

Canada and across Europe 

wherein healthcare is 

provided to everyone at an 

affordable cost borne by 

the government and funded 

through tax dollars paid for by everyone. No 

one would call out Sweden, the U.K., France, 

Germany, Norway, Italy or Spain as being 

communist countries. Why does the media 

and electorate continue to parade out the 

bogeyman? Fear of losing?

I will suggest that today’s U.S. executive 

administration is closer to fascism and 

totalitarianism than any prior point in U.S. 

history. Where is the media voice now? – 

Ron P.

Buck Sexton comment: Ron, we appreciate 
your comments. I think you’re responding to 
an argument that I haven’t made in the piece 
or perhaps are choosing to make your own 
case without regard to what anyone else has 
written. But there is room for a few points. 
The original socialists – including Marx 

himself – referred to their program 
as socialism, and the Soviets, for 
example, considered themselves 
socialists. As to your contention 
that people are treating the 
Democrats as Communists, I’ll 
leave that to others.

America already has a very 
large welfare state... All in, 
it’s about a trillion dollars a 
year of government spending. 
Half of health care spending 
is currently spent by the 
federal government. With 
that in mind, the proposals 
that Democrats are putting 
forward – single payer and 
the “Green New Deal” – are 

CHECK OUT  
OUR ONLINE 
ARCHIVE OF  
PAST ISSUES.
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major leaps toward socialism, and we should 
be honest about that as a country as we decide 
if we want to go even further down the path 
of central planning and statist control.

Republican misinformation and scare 

tactics! The country will still have a 

successful capitalist economy and 

democratic governance system presumably 

protected by an increasingly conservative 

judiciary. It’s likely that the country will fare 

better under a Democrat than under an 

increasingly delusional President Trump. – 

Thomas W.

Buck Sexton comment:Thomas, I’d ask you to 
read my comment above to Ron, and also ask 
you, in what way would a Democrat President 
be an improvement? The U.S. economy is 
the best it has been in decades. By all the 
numbers – unemployment, the stock market, 
labor participation – Trump is doing a better 
job than his recent predecessors. We also are 
not escalating or starting a major overseas 
military conflict. So how exactly should we 
expect a Democrat to do better? Fewer tweets, 
and braver climate-change speeches?

Re: You’ve Been Warned... 
Dave Eifrig... The harm you are doing in 

trying to discredit health care providers is 

vicious. You have been out of the medical 

field for so long and you are so out of touch. 

Being trained only as an eye doctor to begin 

with adds even more to your lack of medical 

expertise. You dropped out of the medical 

care system and should no longer be trying 

to “practice” medicine through your financial 

business. Such harm you are doing. – TB.

David Eifrig comment: TB, I suggest you re-
read our essay. We took the time to debunk 
the myth that hospital errors are a leading 
cause of death.

Your kind of knee-jerk “protect all doctors” 
reaction is exactly why I left ophthalmology... 
And by the way, ophthalmology and 
neurosurgery are the toughest things to get 
into. It means good grades, scores, and hand 
skills. You’re cutting into a living human. 
That’s something most doctors still take 
seriously, but some are too flippant about it. 
That leads to mistakes.

I’m so bored with ad hominem attacks from 
lazy doctors that don’t know the facts and 
evidence and then, worse than that, keep 
on making errors and killing people. Think 
about all the lives saved simply by employing 
a checklist in the OR – how many folks 
suffered because a surgeon’s ego couldn’t 
handle a checklist?

As a physician yourself, you should know 
that we need to be held accountable. Patients 
should always research their doctors and do 
their homework about where to get the best 
care possible. “Do no harm” is a coda I still 
follow today. And although I no longer see 
patients, I’ve got my thumb on the pulse of 
the latest medical research. The only harm I 
would be doing is to not educate my readers 
about the real dangers of hospitals so that 
they can make the best, most informed 
decisions about their care.

14 October 2019
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Re: All-Out Political War... 
I just finished reading your e-mail and 

totally agree with your facts concerning all 

the information about impeachment of our 

president. I totally agree that there is no 

wrong doing with the conversation between 

our president and the Ukrainian president. 

I believe that the speaker of the house 

Nancy Pelosi is so hell-bent in bringing our 

president down and no matter how much 

damage it is doing to our country she and the 

rest of her cronies of the Democratic party 

just don’t care because all they want is to get 

President Trump out of the White House.

Thank you for sharing your e-mail with me 

and I will be passing this on with others who 

believe that this is another witch hunt. – JD

Buck Sexton comment:JD, you are a smart 
man. Don’t let the media bludgeon you into 
abandoning your critical faculties, as they 
have with so many others. The Left and the 
Democratic party are engaged in an ongoing 
soft coup against the president, and anyone 
who doesn’t see it either isn’t paying attention 
or isn’t being honest.

Hello good folks at AC. While I normally 

agree with most of the articles I read in 

your fine work, I think that you may have 

made some mistakes in your article on the 

impeachment inquiry.

First, there was no reason to wait for the 

transcript, because Trump admitted to 

making the call already.

Second, If Biden is complicit in a corruption, 

then yes he should be burned as well as 

Trump, but anything Biden may have done 

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

is not an excuse for Trump to do anything 

wrong. That is a typical “what about-ism” 

and is below your usual standards.

The problem as I see it is this: as surely as 

the Dems are jumping on a bandwagon, 

so are the Republicans and yourselves. 

If they should not do it, why should you? 

Remember, just because someone is anti-

Trump, it does not mean they are a leftist. I 

am a Libertarian, and it is obvious to me that 

Trump is a liar and an idiot. Thanks – Keith J.

Buck Sexton comment: Keith, your principles 
strike me as sound, but I would disagree 
with your assessment that the transcript 
was unnecessary. The specific words very 
much matter, and I think the White House 
managed to throw a wrench into Rep. Schiff’s 
plans by releasing the transcript so quickly 
and in full.

Re: ‘Impeachment Mania’... 
It seems like the author of this e-mail is 

a political activist posing as a journalist. 

Pathetic. The President’s behavior is a very 

real problem and is getting worse every day. 

He is an erratic idiot and a cultural cancer, 

stoking divisions and hate to feed his cult-

like base. Shame on you for your oblivious 

dismissal of the daily dumpster fire of a 

Presidency. – Not a Democrat.

Buck Sexton comment: I am not a journalist, 
never have been, so at least you got that part 
right. I’m a commentary writer and a partisan 
analyst. But thank you for playing, let’s see if 
we have a door prize for you!

https://americanconsequences.com/all-out-political-war-all-out-political-war-scotus-short-list-unions-bail-on-biden/
mailto:feedback%40americanconsequences.com?subject=
https://americanconsequences.com/impeachment-mania/
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SOUNDS LIKE YESTERDAY,  
SEEMS LIKE TOMORROW 
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90 YEARS AGO, IT WAS FALL OF 1929.

Men wore tailored suits and fedora hats, 
and ladies donned bob haircuts and 

flapper dresses. Ford’s Model T 
cars lined suburban streets. 

Children worked on their 
homemade Halloween 

costumes, their parents 
unaware of the 
infamous tragedy about 
to hit the economy...

By Greg Diamond, CMT
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The Wall Street Crash of 1929 was the worst 
stock market decline in U.S. history. The 
Dow lost $30 billion in market value in just 
four days. Above is a chart of the legendary 
stock market crash that year...

I want to highlight the timing in 1929. The 
market rallied into May, with a big correction 
that month and then a bottom in June. Then 
the market topped in August... You can see 
what happened afterwards.

The stock market this year is tracing out to 
the same identical pattern in price and time as 
90 years ago...

The May high led to a big correction with 
a bottom in June and then a top in August. 
The first two weeks of August are historically 
a turning point to watch in the market. 
On average, the stock market performs the 
poorest during September, with the three 
leading indexes achieving their worst numbers 
during this month.  

W.D. Gann, a well-known technical finance 
trader, discovered this crucial 90-year pattern. 
History doesn’t always repeat, but it definitely 
rhymes… And this cycle should not be 
ignored. Aside from the nearly identical price 
and time patterns from 1929 and now, there 
was also a trade war during the late 1920s/early 
1930s as well (the Smoot-Hawley Tariff Act).

The similarities between 1929 and 2019 
are incredible in many ways. The key to 
understanding why these cycles are important 
is that Gann observed parallels between what 
is happening then and now, the dates at major 
market turns, along with global events, trade 
wars, etc.

Looking at the two charts, it is hard to dismiss 
the similarities. The trade war between the 
U.S. and China is now escalating, with 
additional tariffs set to be implemented by 
the U.S., and China is now threatening to 
retaliate as well.

Let me be clear – I’m NOT looking for a 
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ride for equity investors – whether the rally 
continues a bit more or not.

I’ve been scaling into equity put positions 
during the fall (October and November 
expirations) for this very reason and will 
continue to do so on strength, looking at 
December expirations and even beyond.

In all my years studying and trading the 
markets, it is always the U.S. equity markets 
that are the last to “get the picture.” There 
are valid reasons for this – it is the strongest 
economy and has the best companies. But it is 
also the incessant focus on earnings, which are 
lagging indicators, that can lead the equity 
markets a bit higher when so many other 
signals are sending a warning.

This looks to be the case yet again, now 
that earnings reports are complete, and the 
divergences are still intact.

And the 90-year cycle is another indicator 
suggesting that trouble is on the horizon.

crash and I’m NOT expecting a depression or 
a repeat of what happened with the crash of 
1929. This isn’t some doom-and-gloom, end-
of-the-world claim... The point here is that 
the advance this year based on the 90-year 
cycle is nearly identical to the 1929 advance 
in both time and price, and what lies ahead 
is troubling. This simply provides me with 
more evidence that rallies should be sold, and 
it supports the round-trip market outlook.

I have no doubt that the Federal Reserve 
will be forced to cut rates again (more than 
it prefers to), which will limit the downside 
within equity markets, but not before at least 
a 10% decline – or perhaps even more... This 
is all part of my round-trip market prediction. 

With earnings data complete and the trade 
war intensifying, there aren’t many catalysts to 
support the market before then.

Calling exact market tops is difficult, but 
the evidence continues to pile up that the 
next month or two will be an uncomfortable 

MayAprMarFeb

27.0K

Dow Jones Industrial Average

In
d

e
x V

alu
e

 

26.5K

26K

25.5K

25K

24.5K

SepAugJulJun OctNov Dec 2019

June bottom

May top

24K

23.5K

23K

22.5K

22k

August top



20 October 2019

the bear market

ALMANAC



By Dr. David Eifrig

American Consequences 21

the bear market

ALMANAC

WHAT TO THINK  
ABOUT ON THE WAY UP... 

NOT ON THE  
WAY DOWN.

https://americanconsequences.com/the-bear-market-almanac/
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The economy has started to show signs of 
stress. But with stocks near all-time highs you 
may not want to hear about bear markets or 
the next crash.

But it’s coming...

And you need to think about it on the way 
up... not on the way down.

This problem plagues many people when they 
plan their finances. Our heads get filled with 
a hodgepodge of rules, strategies, and “facts” 
that were never proven by data.

We end up with a lot of random ideas. And 
our natural tendency is to stitch things 
together in order to create coherent views.

That’s one reason I love almanacs. For 
decades, I’ve enjoyed the Farmers’ Almanac 
and Jeffrey Hirsch’s Stock Trader’s Almanac. 
I’ve got a large collection of these going back 
to the 1980s.

They are full of statistics and trivia about what 
markets have done in the past.

Did you know that January tends to signal 
what will happen for the year? “Down” 
Januarys have led to a down market for the 
year with an 86.8% success rate since 1950, 
according to Hirsch’s almanac. (The market 
rose this January by 7.9%.)

the bear market ALMANAC

IT'S COMING...

The first five days of January, too, act as an 
earlier warning.

Now, those stats probably don’t matter. If 
the stock market tends to outperform every 
Tuesday in February historically, it’s likely just 
chance. There’s nothing behind it.

But an almanac can collect a lot of useful 
information. It can confirm patterns that you 
thought may have existed and show you what 
you need to watch out for.

Right now, you need to be planning for a bear 
market. A bear market, of course, is the label 
that traders use when stocks decline by 20% 
or more. 

But if you start fiddling with charts or 
spreadsheets, you’ll find that popular 
definition to be worth little. After all, is it 
only 20% from an all-time high? That’s not 
very useful in a period like the one after 2009, 
when stocks took nearly a decade to reach 
new highs.

In spirit, we want to define a bear market as 
“a period of prolonged negativity in the stock 
market, of such a magnitude that you’d like to 
have a plan in place to prepare for it.”

In simple terms, if the market drops far, 
fast... or takes a lesser decline over a sustained 
period, then we’ll call that a bear market 
worth preparing for.

So let’s see the bear markets... We applied that 
definition to the S&P 500 Index (rather than the 
Dow Jones Industrial Average) to get a broader 
gauge of the market. Here’s the chart of bear 
markets since 1940, and the table of bull and 
bear markets with their lengths and returns...
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START END DAYS TOTAL RETURN

6/10/40 11/7/40 150 23.2%

4/28/42 5/29/46 1,492 128.7%

5/19/47 8/2/56 3,363 218.5%

10/22/57 12/12/61 1,512 74.9%

6/26/62 2/9/66 1,324 105.3%

10/7/66 11/29/68 784 42.2%

5/26/70 1/11/73 961 84.0%

10/3/74 11/28/80 2,248 132.9%

8/12/82 8/25/87 1,839 337.0%

12/4/87 7/16/90 955 88.7%

10/11/90 7/17/98 2,836 383.8%

8/31/98 3/24/00 571 51.2%

9/21/01 1/4/02 105 25.3%

10/9/02 10/9/07 1,826 117.7%

3/9/09 4/29/11 781 107.4%

10/3/11 9/20/18 2,544 197.7%

12/24/18 ?

AVERAGE 1,456 132.4%

MEDIAN 1,408 106.4%

Bull Markets Bear Markets

In simple terms,  
if the market drops 

far, fast... or takes a 
lesser decline over 
a sustained period, 

then we’ll call that a 
bear market worth 

preparing for.

START END DAYS TOTAL RETURN

11/7/40 4/28/42 537 -32.5%

5/29/46 5/19/47 355 -23.0%

8/2/56 10/22/57 446 -19.4%

12/12/61 6/26/62 196 -27.0%

2/9/66 10/7/66 240 -23.3%

11/29/68 5/26/70 543 -32.1%

1/11/73 10/3/74 630 -39.7%

11/28/80 8/12/82 622 -12.8%

8/25/87 12/4/87 101 -34.7%

7/16/90 10/11/90 87 -20.3%

7/17/98 8/31/98 45 -19.0%

3/24/00 9/21/01 546 -24.1%

1/4/02 10/9/02 278 -27.9%

10/9/07 3/9/09 517 -51.8%

4/29/11 10/3/11 157 -15.8%

9/20/18 12/24/18 95 -19.8%

AVERAGE 337 -26.5%

MEDIAN 317 -23.7%
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This tells us a few things...

First, markets climb slowly and for a long 
time, then correct quickly. The bad times last 
about one-quarter of the duration of the good 
times.

And one surprise jumped out at us... By our 
definition, the market decline that started last 
September qualified as a bear market. And 
then a new bull market was established from 
the market’s low on Christmas Eve 2018.

With our bear markets defined, we can go on 
to explore when they happen and what you 
can do about them...

WHEN THE BEAR ARRIVES

If you follow any financial news, you’ve likely 
heard dire warnings about the “yield curve” 
predicting a recession ahead.

This is an esoteric financial concept that you 
never hear about except when its value gets 
low and financial media need to gin up a 
headline. And you’ve likely never seen a full 
breakdown so you can judge its predictive 
power on its own.

The yield curve is the difference between the 
yields on fixed-income securities maturing at 
different times. You can use any expiration 
dates you’d like, though some have emerged 
to be the standard benchmark. The most 
common is the difference between 10-year 
and two-year bonds.

Normally, longer-dated bonds have higher 
yields than shorter-dated bonds. That’s called 
a “positively shaped yield curve.” The future 
10 years from now is always more uncertain 

than two years from now, so you’re supposed 
to get a higher yield when you buy longer-
term bonds to account for that risk.

But sometimes the yield curve “inverts,” and 
shorter-term bonds pay better yields than 
long-term ones. This happens when investors 
expect lower interest rates, lower inflation, 
or even deflation in the future. These things 
would normally happen only if the economy 
gets bad.

This “inverted yield curve” happened in late 
August... 

So, does the yield curve predict recessions and 
bear markets? It’s not a good sign. When we 
see a recession, it’s likely that it was preceded 
by a negative yield curve. However, the yield 
curve also gives a lot of false signals.

Here’s what we can say for sure... the curve 
has inverted, and that means a bear market 
tends to come in the next few months. A 
recession follows a few months after that.

At the same time, we have to recognize we 
are in a unique time for monetary policy. 
The Federal Reserve over the past few years 
has been raising short-term rates. That could 
make an inverted yield curve a weaker signal 
than it has been in the past.

A DEBT COLLAPSE

You can get a bear market without a debt 
crisis, but you can’t have a debt crisis without 
a bear market.

Debt moves in cycles. When times are good, 
money is cheap. Lenders are willing to lend. 
As times stay good, lenders forget discipline 

the bear market ALMANAC



and convince themselves that times will 
always be good. They eventually lend to 
folks they shouldn’t lend to... on terms they 
shouldn’t accept.

The worst loans are made at the best of times.

When things turn – as the economy slows and 
sales drop – the credit cycle can turn violently 
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and lead to faster, bigger bear markets.

Right now, plenty of businesses can’t pay back 
their debts when they come due. However, 
the market believes that they’ll be able to find 
a new round of borrowing to pay off that debt 
and move it down the line. But when the 
credit cycle turns, lending standards tighten. 

When things turn –  
as the economy  
slows and sales  

drop – the credit  
cycle can turn 

violently and lead to 
faster, bigger bear 

markets.



Indebted businesses can’t refinance, and those 
businesses go from profitable to bankrupt.

Debt problems can come from consumer, 
government, or corporate debt. We’ll use 
corporate debt as our proxy here. We’re 
watching the debt cycle...

What you should note is that the biggest 
bear markets come attached to the biggest 
downturns in the credit cycle. The late-1980s, 
dot-com, and housing bubbles led to some of 
the biggest declines in our bear market table. 
The ones in between are smaller.

The first cracks in the credit cycle will show 
up here. The Federal Reserve reports that 
2.8% of banks today are tightening standards 
for commercial borrowers, and 6.4% of banks 
are keeping a closer eye on consumers... 
despite the fact that most banks have been 
loosening standards since 2010.

PROTECTION BEFORE A BEAR 
MARKET COMES

We’ll focus on three ways to protect your 
investments from a bear market...

First, an impending bear market doesn’t mean 
you should sell all your stocks. Stocks have 
been the greatest wealth-building tool in all of 
history. But you might want to take a closer 
look at which ones you own.

We looked at the 11 broad sectors of the 
market and their performances over the last 
six bear markets... 

As you can see, utilities, consumer staples, 
and health care stocks offer opportunities to 
safeguard your wealth. Aside from the global 
financial crisis, every other bear market has 
had some sectors that stayed near even, and 
some that even posted gains.

26 October 2019
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On the flip side, if the bear market is coming, 
then you want to avoid financials, tech stocks, 
and the consumer-discretionary sector.

It’s clear that holding safe sectors can pay off.

In addition, gold is often referred to as a safe 
haven during bear markets. It makes sense... Gold 
is a physical asset and has been a store of value for 
thousands of years. Gold coins were minted for 
commerce beginning around 550 BC.

No matter what happens to the economy, 
even if the banks collapse and our economic 

structure goes down in spirals, gold will 
always have value. Investors like the safety of 
gold.

The real knock against owning gold is that 
it’s not a productive asset. It doesn’t pay any 
yield. Your money just sits there, and that 
turns many folks away from it.

But when the economy and the market start 
to become hazardous, owning gold helps 
investors sleep better at night. And since 
there’s only a finite supply of gold, a steady 
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Sector Performance During Bear Markets
7/16/1990 - 
10/11/1990

7/17/1998 - 
8/31/1998

3/24/2000 - 
9/21/2001

1/4/2002 - 
10/9/2002

10/9/2007 - 
3/9/2009

4/29/2011 - 
10/3/2011

Utilities                        
(-3%)

Utilities                           
(-2.5%)

Consumer 
Staples 
(22.8%)

Consumer 
Staples 
(-4.3%)

Consumer 
Staples 

(-31.2%)

Utilities                    
(-0.8%)

Energy                        
(-5.1%)

Telecom.                   
(-10.3%)

Health Care 
(10.3%)

Energy                             
(-19.3%)

Health Care                  
(-39.9%)

Consumer 
Staples 
(-6.9%)

Telecom.                      
(-8.6%)

Energy                                
(-15.4%)

Utilities                        
(6.4%)

Health Care                     
(-21.7%)

Utilities                          
(-45.9%)

Telecom.                      
(-10.7%)

Health Care                   
(-13.3%)

Health Care                
(-16.3%)

Energy                           
(-8.6%)

Materials                         
(-25.9%)

Energy                              
(-46.8%)

Health Care                  
(-12.6%)

Consumer 
Staples 
(-14.1% )

Consumer 
Staples       
(-1 6.8%)

Financials                          
(-11.6%)

S&P 500                          
(-27. 9%)

Telecom.                         
(-50.7%)

Info. Tech.                         
(-14.0%)

S&P 500                          
(-20.3%)

Materials                  
(-1 8.8%)

Materials                                    
(-19.8%)

Financials                        
(-30.7%)

S&P 500                            
(-51. 8%)

S&P 500                          
(-15.8%)

Materials                            
(-23.5%)

S&P 500                              
(-19.0%)

S&P 500                            
(-24.1% )

Consumer 
Disc.                  

(-31. 4%)

Info. Tech.                          
(-53.0%)

Consumer 
Disc.                  

(-1 6.5%)

Industrials     
(-28.1%)

Industrials                     
(-19.7%)

Industrials                           
(-24.8%)

Industrials                         
(-37.1%)

Consumer 
Disc.                 

(-58.0%)

Industrials                        
(-26.8%)

Info. Tech.                             
(-30.8%)

Info. Tech.                     
(-20.1%)

Consumer 
Disc.                 

(-34.9%)

Utilities                         
(-47.0%)

Materials                         
(-59.5%)

Energy                              
(-28.4%)

Consumer 
Disc.                   

(-31.6%)

Consumer 
Disc.                

(-20.7%)

Telecom.                        
(-44.4%)

Telecom.                           
(-52.4%)

Industrials                      
(-65.2%)

Materials                           
(-29.4%)

Financials                              
(-33.4%)

Financials                          
(-28.6%)

Info. Tech.                        
(-74.2%)

Info. Tech.                      
(-55.0%)

Financials                       
(-82.6%)

Financials                           
(-31.1%)

Utilities Consumer Staples Energy Telecom Health Care Materials

Financials S&P 500 Info. Tech. Consumer Disc. Industrial



demand keeps prices up.

That’s why I like to call gold a “chaos hedge.” 
I’ve long maintained that part of your 
portfolio belongs in gold as protection for 
when things in the economy get ugly.

Historically, the performance of gold proves 
that to be true.

an ounce of gold has been about equal to the 
price of a decent men’s suit.

What really drives the price of gold is the 
currency it’s valued in. When the dollar is 
strong in relation to other currencies, the 
price of gold goes down. And when the dollar 
weakens, the price of gold goes up.

With rising debt levels, investors may want 
fewer dollar-denominated bonds, which will 
reduce the demand for dollars. Also, with 
fears of slowing growth, the Federal Reserve 
may lower interest rates in the future to try 
and keep the economy afloat. That should 
cause the dollar to fall as well.

If history proves to be true, gold should be a 
safe spot to park your money during the next 
big market drop. And to look at the most 
recent data, when the stock market dropped 
19% from October to December, gold tacked 
on 12%... and went on to rally 24.3%.

And finally, the third way to protect your 
investments against a bear market is to buy 
put options. By definition, put options are 
contracts that give buyers the right to sell a 
stock at a specified price.

You can think of put options as a form of 
insurance against your portfolio. You pay a 
premium for it. And just like with home or 
flood insurance, you hope you never have 
to use it. But when there is a disaster, you’re 
happy you have it.

The next chart shows the CBOE Volatility 
Index (“VIX”) – also known as the market’s 
“fear index” – and the monthly returns for the 
S&P 500.

28 October 2019

START END S&P 500 TOTAL 
RETURN GOLD RETURN

4/29/11 10/3/11 -15.80% 6%

10/9/07 3/9/09 -51.8% 25%

1/4/02 10/9/02 -27.9% 14.7%

3/24/00 9/21/01 -24.1% 2.3%

7/17/98 8/31/98 -19% -6.4%

7/16/90 10/11/90 -20.3% 6.8%

8/25/87 12/4/87 -34.7% 8.4%

AVERAGE: -27.66% 8%

Bear Markets

The price of gold has only gone down once in 
the past seven bear markets.

The returns haven’t been spectacular, but 
eking out an 8% profit when other investors 
see their wealth get cut by a fourth is a win.

The question is: Will gold hold up during the 
next bear market?

First, it’s important to look at what really 
drives the price of gold. Gold is a commodity, 
but it’s different than other commodities. 
Unlike oil or platinum or soybeans, gold 
doesn’t have much real industrial use.

You can’t build a skyscraper out of gold. It 
can’t warm your home at night. It’s just a 
globally accepted store of value. And gold’s 
real value doesn’t change. Throughout history, 

the bear market ALMANAC



The VIX is calculated by looking at how 
much people are paying for S&P 500 options 
expiring in the next two months. It gives us a 
sense of how wild investors expect the market 
swings to be over the next month or so.

When folks are fearful and want put-option 
protection, the cost of protection increases 
dramatically...

You can also see how a surge in volatility 
pushes up put premiums from the table 
below. The price of a put option on the S&P 
500 can jump around 400% when volatility 
spikes.

But buying puts costs you money if the bear 
market doesn’t come. That’s why you need to 
keep any hedges very small. The thought here 
isn’t to get rich off a bear market collapse... 
You just want a little bit (1% or 2%) to 
smooth out your returns. 
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PREPARE FOR THE NEXT BEAR

With all this information about bear markets, 
what do we do?

The prescription for survival is rather simple...

Take a long-term view: If you have the 
luxury of investing for five or 10 years into 
the future, the next bear market will come 
and go before you need any cash. Make sure 
your mindset matches your time horizon, and 
don’t worry about what doesn’t matter.

Diversify with bonds: You need some ballast 
to keep your portfolio steady in tough times. 
Bonds give you the opportunity to earn 
returns and have capital ready to deploy. 
All you need is a high-quality mutual fund 
or exchange-traded fund like iShares iBoxx 
Investment Grade Corporate Bond Fund 
(LQD) or something that may be available 
in your retirement account like the Vanguard 
Total Bond Market Index Fund (BND) or the 
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With worry over a potential bear market 
rising, we wanted to provide the data to prove 
which techniques can work.

As a doctor, I always took the time to explain 
the reasoning for different medications and 
the mechanisms that made them work. I’ve 
found that following advice blindly leads 
to stress, confusion, and poor coherence to 
treatment plans.

By understanding what bear markets are, 
what can protect us, and how exactly that 
works, we hope you’ll feel better prepared 
and more confident when the next shakeup 
comes.

Fidelity Total Bond Fund (FTBFX).

Defensive sectors can preserve your wealth: 

Common sense tells you that utilities and 
health care stocks should provide protection. 
The data show they do. For conservative-
sector stocks, look to companies like 
Berkshire Hathaway (BRK-B), Rollins (ROL), 
and the Invesco High Yield Equity Dividend 
Achievers Fund (PEY).

Gold can help: Don’t go overboard – since 
gold’s returns during healthy markets can 
disappoint – but having some gold in your 
portfolio can deliver some good news when 
everything else looks bad. 

HOW TO SURVIVE A (REAL) BEAR ATTACK
Whether or not any of the following lessons in surviving an actual bear attack apply to surviving a 
metaphorical bear attack in the financial markets... we leave that for you to decide.

The No. 1 reason for a bear attack is (surprise) getting too close to a bear... Wild animals aren’t called 
wild because they want to get petted or have a selfie taken with you. Keep your distance. Bears 
are also attracted to food... Make sure that anything they consider to be food (which is practically 
everything) is closed up tight in sniff-proof containers.

But if worst comes to worst, here are some tips to help you survive a tooth-and-claw bear attack...

1.  If a bear charges at you and you have bear spray, USE IT! According to U.S. Geological Survey 
experts, bear spray is effective... um... most of the time. A gun works, too... But you better know 
how to use it. You’re only going to get one shot. And it better be a big gun. Your Boy Scout 
sharpshooting merit badge .22 caliber pea-shooter is just going to annoy a grizzly.

2. If you don’t have bear spray or a .45 semi-automatic, make yourself look big... Hold the sides of 
your coat out wide, wave your arms, and make lots of noise. Bears are 
frightened by large, fierce animals the same way you’re frightened by 
bears.

3.  Don’t climb a tree... Bears are better at tree-climbing than  
you are.

4. If a black bear attacks, fight back. (Good luck!) But if it’s a 
grizzly, play dead. Lay on your stomach to protect your 
organs, or curl into a fetal position. Apparently, mauling and 
biting dead things isn’t as much fun for grizzlies as mauling 
and biting things that are screaming and yelling and thrashing 
around.

More bear  
reading:

Stuffed With Sockeye  
Salmon, ‘Holly’ Wins ‘Fat Bear 

Week’ Heavyweight Title

When a Fatal Grizzly  
Mauling Goes Viral

A Hike Into Horror and an  
Act of Courage
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https://www.npr.org/2019/10/09/768475870/stuffed-with-sockeye-salmon-holly-wins-fat-bear-week-heavyweight-title
https://www.npr.org/2019/10/09/768475870/stuffed-with-sockeye-salmon-holly-wins-fat-bear-week-heavyweight-title
https://www.npr.org/2019/10/09/768475870/stuffed-with-sockeye-salmon-holly-wins-fat-bear-week-heavyweight-title
https://www.outsideonline.com/2396854/grizzly-mauling-yukon
https://www.outsideonline.com/2396854/grizzly-mauling-yukon
https://www.latimes.com/archives/la-xpm-2007-apr-29-me-grizzly29-story.html
https://www.latimes.com/archives/la-xpm-2007-apr-29-me-grizzly29-story.html


Right now, a strange new type of millionaire is 
trending.

These investors are buying shares of stock for 
pennies...

In companies that later IPO at insane prices...

And make millions.

Did you know that you can join them and  
buy pre-IPO shares too?

So, stop buying stocks for a second...

And take a look at the pre-IPO market...

Where the AVERAGE investor makes 57X their 
money...

Turning a $10,000 investment — ON  
AVERAGE — into $570,000.

Legendary investor Teeka Tiwari has personally 
done this many times over...

And in his Wall Street UNDERGROUND  
presentation...

He shows you how to do it too.

You can — FINALLY — invest in companies 
BEFORE they go public.

So, stop buying stocks and...

See How to Turn $10,000 into $570,000

(See this before this presentation moves or  
goes offline.)

Become a Millionaire in  
The NEW Pre-IPO Market...

ADVERTORIAL 

https://secure.palmbeachgroup.com/?cid=MKT428765&eid=MKT430896&assetId=AST117871&page=1
https://secure.palmbeachgroup.com/?cid=MKT428765&eid=MKT430896&assetId=AST117871&page=1
https://secure.palmbeachgroup.com/?cid=MKT428765&eid=MKT430896&assetId=AST117871&page=1
https://secure.palmbeachgroup.com/?cid=MKT428765&eid=MKT430896&assetId=AST117871&page=1
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enator Bernie Sanders’ presidential 
campaign was just disrupted by 
campaign workers demanding the 
same $15 per hour Sanders demands 

government force all employers to pay.

It serves him right.

Years ago, the activist group ACORN faced 
the same problem. After fighting for a higher 
minimum wage, they tried to convince a 
judge they should be granted an exception 
when paying their own workers, since 
they were involved in such important and 
productive work.

S
Government telling employers what to pay 
people creates nasty side effects.

Five years ago, Seattle won fame by becoming 
the first American city to mandate a $15 per 
hour minimum.

“Fifteen in Seattle is just a beginning. We 
have an entire world to win! Solidarity!” 
vowed City Councilmember Kshama Sawant.

New York state and many cities followed in 
Seattle’s footsteps.

But now the results from Seattle are in:

Some people who already had jobs are being 

32 October 2019
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By John Stossel

paid more. They’re the winners under the new 
law.

But the losers are needier people: people who 
are looking for jobs.

After Seattle raised its minimum wage to $15, 
entry-level job growth stalled. Job growth 
continued in the rest of Washington state but 
not in Seattle.

The $15 minimum helped some people while 
hurting even poorer people.

“It’s presented by minimum wage advocates 
as a win-win... no negatives,” complains a 

skeptical Erin Shannon of the Washington 
Policy Center in my latest video.

Shannon points out the negatives. For 
example, stores that once hired inexperienced 
kids and trained them, giving them valuable 
starter experience, stopped doing so once 
Seattle raised its minimum wage.

“Politicians,” one store owner told my video 
producer, “have no sense whatsoever about 
what it means to small businesses like us.”

Today, for companies with more than 500 
workers, Seattle’s minimum wage is $16 per 
hour.

American Consequences 33

https://americanconsequences.com/wages-war/
https://evans.uw.edu/sites/default/files/w25182.pdf
https://evans.uw.edu/sites/default/files/w25182.pdf
https://www.youtube.com/watch?v=JIKqN5z2Hh0
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It’s as if the politicians never 
learned about supply and  
demand. They think prices can be 
set wherever government  
decrees, with no consequences.

“She was getting paid $12 an hour, but 
slowly, they started cutting her days, her 
hours. She was (eventually) regulated to only 
working on Sundays. That’s because she was 
young and inexperienced,” explains Hodes. 
“She’s worth the world to me, but she wasn’t 
worth $12 to Kroger.”

The $12 minimum wage took away her 
job. How much more damage will a $15 
minimum do?

Rigel Nobel-Kosa, another sitc.org video 

It’s as if the politicians never learned about 
supply and demand. They think prices can 
be set wherever government decrees, with no 
consequences.

But there are many bad consequences.

Twenty-year-old Dillon Hodes understands 
that. He’s a winner of the video-making 
contest run by my charity, Stossel in the 
Classroom. Hodes saw what happened to his 
friend when the Kroger she worked at raised 
its minimum wage to $12 an hour.

contest winner, pointed out that many high 
employment “countries such as Iceland, 
Norway, Sweden and Switzerland” have no 
minimum wage laws.

They do not end up with impoverished 
workers making a penny an hour. Wages, 
like all prices, are a function of supply 
and demand. Switzerland has much less 
unemployment than the U.S.

Esther Rhodes won our high school essay 
contest, pointing out that America’s first 
minimum wage laws were racist. At the time 
they were passed, blacks were more likely to 
be employed than whites. Blacks were paid 
less – but they had jobs.

Congressman Miles Clayton Allgood, 
D-Ala., then said he hoped a minimum 
wage law would stop “cheap colored labor in 
competition with white labor.”

So, explains Rhodes, although Americans now 
think a minimum wage was meant to help 
the neediest people, “it was meant for the 
opposite: to keep the poor and the minorities 
from getting jobs!”

She also understands that the law now makes 
it harder for her to get a job.

“I’m 14,” says Rhodes. “My labor wouldn’t be 
worth $15 an hour!”

All government’s workplace rules have nasty 
unintended consequences.

If only the politicians were as smart as the 
sitc.org kids.

© Creators Syndicate, Inc.

John Stossel is an award-winning 
contrarian journalist and most recently 
the author of No They Can't! Why 
Government Fails – But Individuals 
Succeed.
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I’m writing to you today about an exciting new 
technology.

A new technology that could virtually eliminate 
America’s 3rd leading cause of death.

And my research shows it will unleash $198  
billion in new wealth as it does … 

Making a lot of early investors rich.

Just what is this technology?

It’s called Image Mapping.

Image Mapping is bigger than insulin, antibiotics, 
or the pacemaker.

And it’s already starting to change the world.  

Click here now to find out how Image Mapping 
will make some early investors wealthy.

ADVERTORIAL 

NEW TECHNOLOGY  
to eliminate 3rd leading 
cause of death?

https://orders.stansberryresearch.com/?cid=MKT427405&eid=MKT430937&encryptedSnaid=&snaid=&step=start&assetId=AST117601&page=1
https://orders.stansberryresearch.com/?cid=MKT427405&eid=MKT430937&encryptedSnaid=&snaid=&step=start&assetId=AST117601&page=1
https://orders.stansberryresearch.com/?cid=MKT427405&eid=MKT430937&encryptedSnaid=&snaid=&step=start&assetId=AST117601&page=1
https://orders.stansberryresearch.com/?cid=MKT427405&eid=MKT430937&encryptedSnaid=&snaid=&step=start&assetId=AST117601&page=1


TAXES
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Americans on average spent more on 
taxes in 2018 than they did on the 
basic necessities of food, clothing 

and health care combined, according to 
the Bureau of Labor Statistics Consumer 
Expenditure Survey.

The survey’s recently published Table R-1 for 
2018 lists the average “detailed expenditure” 
of what the BLS calls “consumer units.”

“Consumer units,” says BLS, “include 
families, single persons living alone or 
sharing a household with others but who 
are financially independent, or two or more 
persons living together who share major 
expenses.”

In 2018, according to Table R-1, American 
consumer units spent an average of $9,031.93 
on federal income taxes; $5,023.73 on 
Social Security taxes (which the table calls 
“deductions“); $2,284.62 on state and local 
income taxes; $2,199.80 on property taxes; 
and $77.85 on what BLS calls “other taxes.”

The combined payments the average 
American consumer unit made for these five 
categories of taxes was $18,617.93.

At the same time the average American 
consumer unit was paying these taxes, it was 
spending $7,923.19 on food; $4,968.44 on 
health care; and $1,866.48 on “apparel and 
services.”

These combined expenditures equaled 
$14,758.11.

So, the $14,758.11 that the average American 
consumer unit paid for food, clothing and 
health care was $3,859.82 less than the 
$18,617.93 it paid in federal, state and local 
income taxes, property taxes, Social Security 
taxes and “other taxes.”

I asked the BLS to confirm these numbers, 
which it did while noting that the “Pensions 
and Social Security” section of its Table R-1 
included four other types of payments (that 
many people are not required to make or that 
do not go to the government) in addition to 

By Terence P. Jeffrey

WHAT YOU PAY THE 
GOVERNMENT... IS IT WORTH IT?

https://americanconsequences.com/what-you-pay-the-government-is-it-worth-it/
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That Americans are forced to pay 
more for government than they 

pay for food, clothing and health 
care combined has become an 

enduring fact of life.

$12,834.34 for those same necessities.

In 2015, it was $15,548.36 versus 
$13,210.83. In 2016, it was $17,153.30 
versus $13,617.60. And, in 2017, it was 
$16,750.20 versus $14,489.54.

Even when all the numbers for the last six 
years are converted into constant December 
2018 dollars (using the BLS inflation 
calculator), the largest annual margin between 
the amount paid in taxes and the amount 
paid for food, clothing and health care was 
last year’s $3,859.82.

The margin was so great last year that you can 
add the $3,225.55 Table R-1 says the average 
consumer unit paid for entertainment to the 
$14,758.11 it paid for food, clothing and 
health care, and the combined $17,983.66 is 
still less than the $18,617.93 it paid for the 
five categories of taxes.

You get a similar result if you add what the 
average consumer unit paid in 2018 for 
electricity ($1,496.14) and telephone services 
($1,407.36) to a combined $2,903.50. 

Yes, Americans on average paid more in taxes 
last year than they paid for food, clothing, 
health care, electricity and telephone services 
combined.

the average of $5,023.73 in Social Security 
taxes that 77.21% of respondents reported 
paying.

“You asked us to verify the amounts for the 
total taxes and expenditures on food, apparel/
services, and healthcare,” said BLS. “Based on 
table R-1 for 2018, your definition for food, 
apparel, and healthcare matches the BLS 
definition and the total dollars. Your dollar 
amounts for federal, state, and local income 
taxes and for property taxes are correct, as is 
the amount for Social Security deductions. 
For the combined pension amount 
($6,830.71) that we publish however, in 
addition to the $5,023.73 for Social Security, 
there is an additional amount for government 
retirement deductions ($135.11), railroad 
retirement deductions ($2.85), private 
pension deductions ($608.22), and non-
payroll deposits for pensions ($1,060.79).”

That Americans are forced to pay more for 
government than they pay for food, clothing 
and health care combined has become an 
enduring fact of life.

A review of the BLS Table R-1s for the last 
six years on record shows that in every one of 
those years, the average American consumer 
unit paid more in taxes than it paid for food, 
clothing and health care combined.

In 2013, the average American consumer unit 
paid a combined $13,327.22 for the same five 
categories of taxes cited above for 2018, while 
paying a combined $11,836.80 for food, 
clothing and health care.

In 2014, the average American consumer unit 
paid $14,664.13 for those same taxes and 

Terence P. Jeffrey is the editor in chief 
of CNSnews.com. 

WHAT YOU PAY THE 
GOVERNMENT... IS IT WORTH IT?
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By Nouriel Roubini

Between U.S. President Donald Trump's zero-sum disputes with China and Iran, UK 
Prime Minister Boris Johnson's brinkmanship with Parliament and the European 
Union, and Argentina's likely return to Peronist populism, the fate of the global 
economy is balancing on a knife edge. Any of these scenarios could lead to a crisis 
with rapid spillover effects.

https://americanconsequences.com/four-collision-courses-for-the-global-economy/
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FOUR COLLISION 
COURSES FOR THE 
GLOBAL ECONOMY

I
n the classic game of “chicken,” two 
drivers race directly toward each other, 
and the first to swerve is the “loser.” 
If neither swerves, both will probably 

die. In the past, such scenarios have been 
studied to assess the risks posed by great-
power rivalries. In the case of the Cuban 
missile crisis, for example, Soviet and 
American leaders were confronted with the 
choice of losing face or risking a catastrophic 
collision. The question, always, is whether a 
compromise can be found that spares both 
parties their lives and their credibility.

There are now several geo-economic games 

of chicken playing out. In each case, failure 
to compromise would lead to a collision, 
most likely followed by a global recession and 
financial crisis. The first and most important 
contest is between the United States and 
China over trade and technology. The second 
is the brewing dispute between the U.S. 
and Iran. In Europe, there is the escalating 
brinkmanship between British Prime Minister 
Boris Johnson and the European Union over 
Brexit. Finally, there is Argentina, which 
could end up on a collision course with the 
International Monetary Fund after the likely 
victory of the Peronist Alberto Fernández in 
next month’s presidential election.



40 October 2019

The good news is that in 
the four scenarios above, 
each side is still talking to 

the other, or may be open to 
dialogue under some face-

saving conditions. 

A blowup over Brexit might not by itself 
cause a global recession, but it would 
certainly trigger a European one, which 
would then spill over to other economies. 
The conventional wisdom is that a “hard” 
Brexit would lead to a severe recession in the 
United Kingdom but not in Europe, because 
the UK is more reliant on trade with the EU 
than vice versa. This is naive. The eurozone is 
already suffering a sharp slowdown and is in 
the grip of a manufacturing recession; and the 
Netherlands, Belgium, Ireland, and Germany 
– which is nearing a recession – do in fact rely 
heavily on the UK export market.

With eurozone business confidence already 
depressed as a result of Sino-American trade 

In the first case, a full-scale trade, currency, 
tech, and cold war between the U.S. and 
China would push the current downturn in 
manufacturing, trade, and capital spending 
into services and private consumption, 
tipping the U.S. and global economies 
into a severe recession. Similarly, a military 
conflict between the U.S. and Iran would 
drive oil prices above $100 per barrel, 
triggering stagflation (a recession with rising 
inflation). That, after all, is what happened in 
1973 during the Yom Kippur War, in 1979 
following the Iranian Revolution, and in 
1990 after Iraq’s invasion of Kuwait.

GLOBAL ECONOMY
tensions, a chaotic Brexit would be the last 
straw. Just imagine thousands of trucks and cars 
lining up to fill out new customs paperwork 
in Dover and Calais. Moreover, a European 
recession would have knock-on effects, 
undercutting growth globally and possibly 
triggering a risk-off episode. It could even lead 
to new currency wars, if the value of the euro 
and pound were to fall too sharply against other 
currencies (not least the U.S. dollar).

A crisis in Argentina could also have 
global consequences. If Fernández defeats 
President Mauricio Macri and then scuttles 
the country’s $57 billion IMF program, 
Argentina could suffer a repeat of its 2001 
currency crisis and default. That could lead 
to capital flight from emerging markets more 
generally, possibly triggering crises in highly 
indebted Turkey, Venezuela, Pakistan, and 
Lebanon, and further complicating matters 
for India, South Africa, China, Brazil, 
Mexico, and Ecuador.

In all four scenarios, both sides want to save 
face. U.S. President Donald Trump wants 
a deal with China, in order to stabilize the 
economy and markets before his re-election 
bid in 2020; Chinese President Xi Jinping 
also wants a deal to halt China’s slowdown. 
But neither wants to be the “chicken,” 
because that would undermine their domestic 
political standing and empower the other 
side. Still, without a deal by year’s end, a 
collision will become likely. As the clock ticks 
down, a bad outcome becomes more likely.

Similarly, Trump thought he could bully Iran 
by abandoning the Joint Comprehensive Plan 
of Action and imposing severe sanctions. But 
the Iranians have responded by escalating 
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their regional provocations, knowing full well 
that Trump cannot afford a full-scale war and 
the oil-price spike that would result from 
it. Moreover, Iran does not want to enter 
negotiations that would give Trump a photo 
opportunity until some sanctions are lifted. 
With both sides reluctant to blink first – and 
with both Saudi Arabia and Israel egging on 
the Trump administration – the risk of an 
accident is rising.

Having perhaps been inspired by Trump, 
Johnson naively thought that he could use 
the threat of a hard Brexit to bully the EU 
into offering a better exit deal than what 
his predecessor had secured. But now that 
Parliament has passed legislation to prevent 
a hard Brexit, Johnson is playing two games 
of chicken at once. A compromise with the 
EU on the Irish “backstop” is still possible 
before the October 31 deadline, but the 
probability of de facto hard-Brexit scenario is 
also increasing.

In Argentina, both sides are posturing. 
Fernández wants a clear electoral mandate, 
and is campaigning on the message that Macri 
and the IMF are to blame for all the country’s 
problems. The IMF’s leverage is obvious: if it 
withholds permanently the next $5.4 billion 
tranche of funding and ends the bailout, 
Argentina will suffer another financial collapse. 
But Fernández has leverage, too, because a $57 
billion debt is a problem for any creditor; the 
IMF’s ability to help other distressed economies 
would be constrained by an Argentinean 
collapse. As in the other cases, a face-saving 
compromise is better for all, but a collision 
and financial meltdown cannot be ruled out.

The problem is that while compromise 

The good news is that in the four scenarios 
above, each side is still talking to the other, 
or may be open to dialogue under some 
face-saving conditions. The bad news is that 
all sides are still very far from any kind of 
agreement. Worse, there are big egos in the 
mix, some of whom might prefer to crash 
than be perceived as a chicken. The future 
of the global economy thus hinges on four 
games of daring that could go either way.

© Project Syndicate

requires both parties to de-escalate, the 
tactical logic of chicken rewards crazy 
behavior. If I can make it look like I have 
removed my steering wheel, the other side 
will have no choice but to swerve. But if 
both sides throw out their steering wheels, a 
collision becomes unavoidable.

Nouriel Roubini, a professor at NYU’s 
Stern School of Business and CEO 
of Roubini Macro Associates, was 
Senior Economist for International 
Affairs in the White House’s Council of 
Economic Advisers during the Clinton 
administration. He has worked for the 
International Monetary Fund, the U.S. 
Federal Reserve, and the World Bank.

The bad news is that all 
sides are still very far from 
any kind of agreement. 
Worse, there are big egos 
in the mix, some of whom 
might prefer to crash than 
be perceived as a chicken.

https://www.project-syndicate.org/
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Driven by domestic nationalist 
forces and the need to save face, 
U.S. President Donald Trump 
and his Chinese counterpart, Xi 
Jinping, have continued to escalate 
the bilateral trade war, despite 
their shared interest in resolving 
it before the end of the year. To 
make a deal, both sides need 
to start taking substantive steps 
immediately.

CAN THE U.S. AND  
CHINA MAKE A DEAL?

By Kevin Rudd
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N ow that the celebrations marking 
the 70th anniversary of the 
founding of the People’s Republic 
of China are over, it is time to 
direct attention back to the Sino-

American trade war. That conflict may well 
be about to enter its endgame. Indeed, the 
next round of negotiations could be the last 
real chance to find a way through the trade, 
technology, and wider economic imbroglio 
that has been engulfing both countries.

Failing that, the world should start preparing 
for its rockiest economic ride since the 2008 
global financial crisis. There is a real risk that 
America will slide into recession, and that 
the global economy will experience a broader 
decoupling that will poison the well for Sino-
American relations far into the future. There 
is also a widening window of opportunity for 
nationalist constituencies in both countries to 
argue that conflict is inevitable.

Thus far, the trade war has gone through four 
phases. Phase one began last March, when 
U.S. President Donald Trump announced the 
first round of import tariffs on Chinese goods. 
Phase two arrived with the “Argentine reset” 
at the G-20 summit in Buenos Aires last 
December, when President Donald Trump 
and Chinese President Xi Jinping announced 

that they would conclude an agreement 
within 90 days. That truce imploded in early 
May of this year, with each side accusing 
the other of demanding major last-minute 
changes to the draft agreement.

Phase three could best be described as the 
“summer of our discontent”: the United 
States imposed a fresh round of import tariffs, 
and China retaliated in kind, while also 
unveiling its answer to the U.S. “entity list.” 
In response to the blacklisting of Huawei 

https://americanconsequences.com/can-the-u-s-and-china-make-a-deal/


and five other 
Chinese tech 
companies, 
China’s 

poetically titled 
“unreliable entities 

list” threatens to target 
U.S. firms for exclusion.

Given these developments, why 
should anyone expect the next round of 

talks to succeed?

For starters, the U.S. and Chinese economies 
are both in trouble. In the U.S., recent 
poor manufacturing and private-sector 
employment figures have reinforced 
pessimism about the economy’s prospects. 
If conditions were to deteriorate further, 
Trump’s bid for re-election in November 
2020 would be endangered. Likewise, Xi 
would be weakened by any significant 
slowdown on the eve of the Communist 
Party of China’s centenary celebrations in 
2021, which will be a prelude to his bid for 
an already controversial third term starting in 
2022.

Each side says publicly that the trade war 
is hurting the other side more. But, of 
course, it is hurting both by destabilizing 
markets, destroying business confidence, and 
undermining growth. Each side also claims to 
have the economic resilience needed to ride 
out an extended conflict. On this question, 
it is unclear who has the stronger argument. 
America is certainly less trade-dependent than 
China; but China, though weakened by poor 
domestic policy choices enacted before the 
trade war, still has stronger fiscal, monetary, 
and credit tools at its disposal.

Both sides recognize that 
they are each holding  
an economic gun to  
the other’s head. Hence, 
despite the political 
posturing, both Trump and 
Xi ultimately want a deal. 

In any case, both sides recognize that they are 
each holding an economic gun to the other’s 
head. Hence, despite the political posturing, 
both Trump and Xi ultimately want a deal. 
Moreover, they need it to happen by the end 
of the year to prevent further damage from 
big tariff hikes currently scheduled to take 
effect on December 15. That timeline requires 
that both sides start taking symbolic and 
substantive steps immediately.

As a first step, China should propose 
an agreement using the same text 
as the previous 150-page draft, but 
with revisions to satisfy its three “red 
lines.” Specifically, China should remove 
the U.S. provisions for retaining tariffs after 
the agreement is signed, and for unilaterally 
re-imposing tariffs if the U.S. concludes that 
China is not honoring the agreement. And 
it should add a commitment that China 
will execute the agreement in a way that is 
“consistent with its constitutional, legislative, 
and regulatory processes.”

Second, China should improve its original 
offer of a $200 billion reduction in 
the bilateral trade deficit over time. 
This negotiating point is based on lousy 
economics, but it is important to Trump 
personally and politically.
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Third, while China will want to avoid 
banning state subsidies for Chinese industry 
and enterprises, it must retain the draft 
agreement’s existing provisions on the 
protection of intellectual property and 
the prohibition of forced technology 
transfers. Moreover, it may be possible 
to have each country declare its position 
on state industrial policy in the official 
communiqué accompanying the signing 
of the agreement. Such a statement could 
even specify the domestic and international 
arbitration mechanisms that will be used 
to enforce all relevant laws on competitive 
neutrality.

Fourth, both sides must create a more 
positive political atmosphere. In recent 
weeks, there have been signs that this may 
happen, including reports of renewed 
Chinese purchases of American soybeans in 
September. Though purchases are still well 
below historical levels, this increase will help 
Trump to placate angry farmers in his base. 
The U.S., meanwhile, has already deferred a 
5% tariff hike that was originally scheduled 
for October 1. It could also issue exemptions 
for some U.S. firms to sell non-sensitive 
inputs to Huawei.

Fifth, both sides should regard the 
November 14-16 Asia-Pacific Economic 
Cooperation Summit in Santiago as 
the last chance for signing a deal. 
Following high-level negotiations between 
Chinese Vice Premier Liu He and U.S. Trade 
Representative Robert Lighthizer this month, 
outstanding problems should be agreed in 
Beijing in early November. Getting the deal 
done before Thanksgiving will be critical 

Kevin Rudd, a former prime minister 
of Australia, is President of the Asia 
Society Policy Institute in New York.

U.S. AND CHINA DEAL?
to undergird U.S. business and consumer 
confidence for the Christmas season.

I am one of the few commentators who have 
argued all year that, despite the political 
fireworks, Trump and Xi’s underlying 
interests make a deal more likely than not. 
But the recently announced impeachment 
proceedings against Trump could throw a 
wrench into this process. A weakened Trump 
may be emboldened to take a tougher line 
against China than U.S. economic interests 
demand. On balance, however, Trump still 
cannot afford the risk of a 2020 recession, 
meaning that a deal remains more probable 
than not.

Nonetheless, a failure to manage the next two 
critical months could still cause the entire 
process to collapse. Both sides have already 
spent much time preparing a plan B for 
2020: to let loose the dogs of economic war, 
foment nationalist sentiment, and blame the 
other side for the ensuing damage. Should 
that happen, the risk of recession in the 
U.S., Europe, and Australia next year will 
be high, though China would seek to soften 
the domestic blow through further fiscal and 
monetary stimulus.

The choice now facing the U.S. and China 
is stark. For the rest of the world, the stakes 
could not be higher.

© Project Syndicate
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SO MANY UNBELIEVABLE 
OPPORTUNITIES ARE IN FRONT OF US...

BUT YOU  
HAVE TO ACT –  

NOW

OPPORTUNITY
KNOCKING

https://americanconsequences.com/melt-up-opportunites/


By Dr. Steve Sjuggerud

I know what opportunity  
looks like. And what we have 

today – shockingly –  
looks like opportunity.

That doesn’t mean your fear isn’t rational. But 
right now, everyone believes the same thing 
you do. And that’s NOT a place you want  
to be as an investor.

Me? I’m not spooked at all...

Instead, I’m downright giddy. Seriously.

Look... I’ve been a professional investor for 
more than 25 years. (I can’t believe I’ve been 
at it this long.) I’ve seen booms and busts 
come and go, from China in the 1990s, to the 
U.S. real estate bubble, to the historic dot-
com era Melt Up... and a whole lot more.

I’ve invested in stocks, bonds, currencies, 
commodities, real estate, you name it... 
Real assets, too – from rare guitars to coins, 
stamps, and timberland. No kidding.

I know what opportunity looks like. And 
what we have today – shockingly – looks like 
opportunity.

Thanks primarily to 1) near-record-low 
interest rates, and 2) fear in the markets 
so thick you can feel it... right now is an 
absolutely fantastic time to be an investor.

The opportunities in front of us today are 
extraordinary. This is nearly as good as it gets. 
I’m well aware you may not believe me – at first.

But the clock is ticking.

Let’s get started...

Are you scared?
Seriously... Do you want to just cash out and 
not deal with the stress anymore?

You are not alone... That’s the way everyone 
feels today.

Whether it’s the trade war, President Donald 
Trump’s tweets, or the crazy moves in interest 
rates, investors are downright spooked.

It’s no wonder. Just look at the chart below, 
showing stock prices in the tech-heavy 
Nasdaq Composite Index since 1979 – it’s 
crazy, right?

The chart has gone “vertical.” We have far 
surpassed the dot-com bubble of 2000. The 
end has to be here... right?

The thing is, if you’re spooked, that means you 
are a part of the crowd today.

OPPORTUNITY
KNOCKING
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OPPORTUNITY KNOCKING

WHY THE CRAZY MOVE IN 
INTEREST RATES CREATES 
POWERFUL OPPORTUNITIES  
IN HOUSING

“How are things, Jeff? I bet business is good 
with these low interest rates... “

Jeff is a friend I’ve known for many years. He 
also happens to be a local mortgage banker. A 
few months ago, we were both eating dinner 
at the same restaurant.

“Business is great,” he answered. “I just locked 
in a 30-year mortgage today for a client – at a 
rate of 3.375%.”

“3.375%!” I said. “Lucky client...”

To see just how crazy this is, you need to 
understand one thing... That number is near 
the all-time record low for a mortgage rate – 
in U.S. history. Seriously...

Looking back at the last century, the best 
mortgage rate you could have gotten for a house 
was just under 5% – back in the late 1940s.

In this century, mortgage rates bottomed 
out in 2012 and 2016 at around the same 
3.375% level Jeff locked in for his client.

Today, mortgages are still in the 3% to 4% 
range, but time is running out.

So what should you do? You should do the 
obvious thing in this case... and refinance 
your house – right now.

Better yet, consider buying a house...

You’re probably thinking, “Are you kidding, 
Steve? Don’t you know that house prices are 
way up?”

Sure I do. The median existing home price 
in the U.S. is about $278,000 today. That’s 
just shy of a recent high of $289,000... even 
higher than we saw at the peak of the housing 
bubble a dozen years ago. Take a look at the 
above chart of the 10-month moving average.

We all know prices are up. But here’s the 
important thing – the big takeaway:
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The price of an investment isn’t the only thing 
to consider.

Ultimately, what you need to consider is value, 
not price. You need to answer the question, 
“What am I getting for my money?”

We will look at this idea in the context of 
house prices first... Then we’ll look at it with 
U.S. stocks.

I like to look at a few indicators to see where 
we are in the housing market cycle – such as 
new building permits, new housing starts, 
and the overall supply 
of homes on the market.

We’re a long way from 
the previous peaks in 
these indicators. In 
short, new homes today 
are being built at half 
the rate they were at 
the peak of the housing 
bubble. That tells us 
we’re not near a top in 
the housing market yet.

But what trumps everything else is value – 
what you’re getting for your money.

And when you start thinking seriously about 
value, housing “affordability” is the ultimate 
measure in the housing market.

Essentially, housing affordability is a 
combination of three things: the house price, 
the mortgage rate, and household income.

Household income doesn’t change a whole lot 
over time. So interest rates and house prices 
are what affect housing affordability the most.

Now, as we saw earlier, house prices are at 
an all-time peak. But thanks to ultra-low 
mortgage rates, housing in the U.S. is still 
incredibly affordable. Take a look at the chart 
to the right. 

This chart distills the three pieces that make 
up affordability into one simple number. A 
reading of 100 means a typical person can 
afford a typical house in the U.S. A reading of 
150 means he could afford 150% of the typical 
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You need to answer  
the question,  

“What am I getting  
for my money?”
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home price. So higher numbers (low on the 
chart) mean housing is more affordable.

As you can see, the market isn’t as cheap 
as it was in 2012, when both house prices 
and interest rates were incredibly low. But 
remember, my friend Jeff is writing mortgages 
at some of the lowest rates in U.S. history.

Again, don’t look at the price by itself... Look 
at the value. The value in housing today is 
all about interest rates. They’re at near-record 
lows... And that’s giving us our extraordinary 
opportunity today.

So yes, house prices have gone up – a lot. 
They’re near record highs.

And, I’m telling you, U.S. house prices are 
going higher... Much higher. You ain’t seen 
nuthin’ yet.

So please, talk with your bank. Or go online. 
Do what it takes to at least find out how 
much money you could save by refinancing 
today. (Make sure you ask about how long it 

takes before you “pay off” the closing costs... 
Basically, that tells you when refinancing 
starts to be profitable for you. And if it’s in 
five years or less, it’s a no-brainer.)

But my friend... refinancing is the least you 
can do. I urge you to go further...

I urge you to consider buying U.S. residential 
real estate.

What more can I tell you than this: The 
majority of my financial assets are in Florida 
real estate.

I am practicing what I preach here... I bought 
another house in Florida to update and rent 
out just a few months ago!

I get it. The deals in property aren’t as great as 
they were in 2012. But, my dear friend – and 
I hate to be the bearer of bad news – we aren’t 
going to see values that good again in our 
lifetimes.

Meanwhile, we have near-record-low 
mortgage rates. That means housing is still a 
great value today. Plus, the typical housing 
market indicators tell me we are nowhere near 
the top of the housing market.

Take advantage of this opportunity! Consider 
refinancing – right now. And consider buying 
U.S. residential real estate – right now.

THE SAME SIMPLE INTEREST-
RATE STORY APPLIES TO  
THE STOCK MARKET...

I know what you’re thinking...

“How could you even consider buying stocks, 
Steve?”
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Yes, I’m fully aware that stocks have soared 
since bottoming out in 2009. And I’m 
fully aware of the chart I showed you at 
the beginning of this essay. The Nasdaq has 
practically soared straight from lower left to 
upper right over the last 40 years (with the 
exception of the dot-com bubble and bust in 
2000).

But I look at stocks differently...

Once again, instead of just looking at 
price, I want to value stocks relative to 
interest rates. I want to look at stock market 
affordability.

I look at stock values relative to interest rates 
because all investing is relative...

If you could earn 20% interest at the bank, 
then you would have zero incentive to invest 
in the stock market. But if the bank is paying 
you zero percent, and stocks have averaged 
8% a year over time, then you have an 
incentive to invest in stocks.

Investing is all relative... Investors make 
decisions every day, asking the one question 

that matters: “Which 
investment is best today, 
relative to the other 
investing choices?”

So please take a look at 
the chart to the left. It’s 
my chart of stock market 
affordability.

Like housing 
affordability, I look at 
three things here: stock 
prices, stock earnings, 

and interest rates. Above is what it looks like 
when you put it all together.

As you can see, my indicator shows that 
stocks were dangerously overpriced in 1987 
– right before Black Monday hit on October 
19. And you can also see that stocks were 
extremely overpriced at the peak of the dot-
com bubble in 2000.

When were stocks the cheapest by this 
measure? After the collapse of Lehman 
Brothers, near the stock market bottom of 
2009.

This means in hindsight, my stock market 
affordability indicator did a good job showing 
peaks in 1987 and 2000, and finding the last 
great stock market bottom.

So where do you think we are today, 10 years 
after that market bottom in 2009?

Wouldn’t you think – after 10 years of soaring 
stock prices – that stocks would no longer be 
affordable? Wouldn’t you think that stocks 
would be extremely expensive?
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Well, take a look at this 
next chart. It’s the same as 
the one before, updated 
to the present...

Isn’t it crazy – after 10 
years of soaring stock 
prices – that stocks are 
still cheap based on this 
measure?

You may not believe it... 
but I’m simply comparing 
the benchmark of interest 
rates (the 10-year U.S. 
Treasury yield) to the benchmark of stock 
valuations (the price-to-earnings ratio, or P/E 
ratio for short).

In order to compare apples to apples – and 
look at stock yields versus Treasury yields – I 
invert the P/E ratio. It still shows whether 
stocks are expensive or cheap... It’s just the 
E/P ratio instead of the P/E ratio. In finance, 
we call it the “earnings yield.” So, if the P/E 
ratio is 20, then the earnings yield is 5% (1 
divided by 20).

Now that you know all the “ingredients,” 
here’s how my stock market affordability 
indicator works...

Whenever interest rates are high relative to 
the earnings yield, then stocks are expensive. 
And whenever the earnings yield is high 
relative to interest rates, then stocks are cheap.

You can see these two yields in the above 
chart. And if you look closely, you’ll notice 
something interesting...

Throughout history, the relationship between 
the earnings yield and interest rates has 
held up pretty well. When it gets out of 
whack, something big happens to push the 
relationship back into place.

In late 1999 for example, bonds paid nearly 
7% interest. But the earnings yield on stocks 
was around 3.5%. So stocks were a terrible 
deal in late 1999 relative to bonds.

We all know what happened next... Stock 
prices crashed, and the earnings yield soared 
(remember, yields and prices move in 
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opposite directions). Meanwhile, investors 
fled to safety... pushing bond prices up and 
yields down.

By 2004, both lines on this chart were 
moving together again. And that brings us to 
today...

Recently, the 10-year Treasury yields fell to a 
crazy low level – below 1.5%. Meanwhile, at a 
P/E ratio of 19, the earnings yield on stocks is 
above 5%.

So this time, bonds are a terrible deal 
compared with stocks.

To get this relationship back on track, either 
stocks need to absolutely soar, or interest rates 
need to skyrocket... or both.

Now, don’t get me wrong. While this 
relationship has highlighted some key market 
moves, it doesn’t have to be perfectly one-to-
one today. It’s doesn’t guarantee stocks will 
continue higher.

But it does tell us something about the 
relative value of different investments. And 
that’s our big lesson today... We evaluate 
investments relative to each other.

It’s the only way to determine what’s cheap or 
expensive... and a good deal or a bad deal.

Right now, stocks are an incredible deal relative 
to bonds and we’re nowhere near a bubble.

Take advantage of it.
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conomic crises in Argentina are like 
hurricanes in Florida, or floods in 
Bangladesh...

They come around every so often and destroy 
the livelihoods of millions of people. And 
despite the lessons of the past, no one is ever 
prepared for them...

They take a lot of time and money to clean 
up... And just as things seem to be on track 
again, another crisis/hurricane/flood hits.

Most investors do everything they can 
to avoid economic crises. Crashing stock 
markets, plummeting currencies, and 
shrinking economies spell red for your 
portfolio.

Right now, Argentina, Latin America’s 
third-largest economy, is in the middle of a 

52-car-pileup kind of crisis. And sure enough, 
investors have fled like the country was on fire. 
On August 12, the country’s stock market fell 
48% in dollar terms... in a single day.

It took the S&P 500 about a year and a half 
to fall that much during the 2007-2009 
global economic crisis. In the tech-bubble 
bust in 1999-2000, the Nasdaq needed nine 
months to fall that far. Even bitcoin took 
around three months in 2017-2018 to be cut 
in half.

The Argentine market’s decline was the 
second-biggest one-day stock market collapse 
of the 94 stock markets that Bloomberg tracks 
since 1950. Every single one of the 10 biggest 
decliners that day on the New York Stock 
Exchange were Argentine companies.

When a stock market collapses like that, a lot 

 ONE STEP FORWARD,
 TWO STEPS BACK 
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When a stock market collapses 
like that, a lot of babies are 

thrown out with the bathwater.

four times more than his neighbors in Brazil.

But it’s been downhill since around 1930. As 
of last year, GDP per capita in Argentina – 
one way of measuring economic output per 
person – was one-quarter that of Germany 
(and close to one-sixth that of the U.S.), and 
only 25% ahead of Brazil. With this year’s 
50% drop in the Argentine peso relative to 
the U.S. dollar, Argentines are a lot poorer.

What’s Argentina’s problem? It’s a question 
that Argentines debate endlessly over Malbec 
or cappuccinos in sidewalk cafes of Buenos 
Aires. For decades, Argentina has zigzagged 
between toxically populist politics and 

By Kim Iskyan

of babies are thrown out with the bathwater. 
Fundamentally solid companies are sold along 
with those that deserve to plummet... And 
valuations, along with share prices, fall to 
multidecade lows. It’s sell first, ask questions 
later.

So I recently visited Buenos Aires, Argentina’s 
capital, to find those babies. Because if history 
is any guide, there’s enormous opportunity in 
Argentina’s crisis.

GROWN-UPS AND PERONISTS 

Cycles of crises have been behind a long, 
slow fall from grace for a country that just 
a century ago was one of the 10 richest 
countries in the world. In the early 1900s, the 
average Argentine made more money than 
people in France, Germany, or Spain... and 
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the 1970s – return to power... And the cycle 
starts again.

Sure enough, that’s what happened in August, 
when a preliminary election unexpectedly 
showed that Macri would be kicked out. 
Overnight, the stock market collapsed 48% 
in dollar terms, and the Argentine peso fell as 
much as 30%. The so-called century bond, 
issued at a par of 100, fell 20 points.

Pending final elections on October 27, Macri 
will likely be replaced by a bureaucrat who’s 
never held elected office – Alberto Fernández. 
But investors fear that he’s a Trojan horse 
for his vice president, Cristina Fernández 

Appearances are 
deceiving. If your pesos 
are inflating away at 5% a 
month, what else is there 
to do but spend  
them today? 

de Kirchner (no relation to the likely new 
president). She’s a Peronist who helped 
make Argentina’s current mess when she was 
president from 2007-2015.

Argentina does economic crises like it does 
steak – thick, juicy, well-done, and plenty for 
everyone. The 2008-2009 global economic 
crisis – the gold standard of economic disaster 
for a generation of investors in most of the 
world – looks like a kid losing his lunch 
money compared to what Argentina suffers 
every several years.

Over the past few decades, Argentina’s crises 

more responsible, grown-up-in-the-room 
governments that come in to fix the mess.

When the grown-ups do show up, investors 
come back, the stock market rises, and 
investors trip over themselves to lend 
Argentina money. The latest government 
of adults, headed up by a well-intentioned 
former engineer named Mauricio Macri, 
was able to sell $2.75 billion worth of 100-
year bonds in June 2017. That’s how much 
investors wanted to believe that this time, 
Argentina – despite defaulting on sovereign 
debt eight times, including twice since the 
turn of the century – had finally turned the 
corner for good.

Then there’s the International Monetary Fund 
(IMF), a multinational lender that’s always 
been at the ready. Just a year ago, the IMF 
made its biggest loan in history, a whopping 
$57 billion to Argentina.

The problem is, thanks to the electoral cycle, 
the grown-ups don’t last long in office. To 
help pay for massive subsidies that Argentina’s 
spoiled voters have come to expect, successive 
governments mercilessly tax the country’s 
companies (Argentina has the world’s second-
highest corporate tax rate.)

Worse, the governments of grown-ups put in 
place economic policies designed to erase the 
stain of the populists. They also have to satisfy 
the IMF, which attached a lot of unpopular 
strings to its money. These almost always 
result in recession, currency devaluations, and 
unemployment. In turn, that guarantees that 
the populists – called Peronists, named for 
the charismatic general who was the country’s 
president three times between the 1940s and 
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inspiration) would be disappointed: There’s 
no blood in the streets in Buenos Aires. 
But some of the biggest financial crises are 
bloodless... But still just as desperate.

In Buenos Aires – a beautiful European-style 
city that today doesn’t exactly lend itself 
to “gripped by crisis” headlines – things 
seemed... normal. Sidewalk cafes were 
bustling, and the city’s craft-beer scene is still 
burgeoning. Flights into the Buenos Aires 
international airport were packed. Staying at 
the Four Seasons will set you back a very un-
crisis-like $400 per night.

DOWNTOWN BUENOS AIRES… 
BLINK AND YOU COULD BE IN 

MADRID

But appearances are deceiving. If your pesos 
are inflating away at 5% a month, what else is 
there to do but spend them today? Of course 
you’re going to order another Malbec and 
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have featured hyperinflation, a 
president escaping on a helicopter 
from the roof of the presidential 
palace, a decadelong battle 
with creditors, oil-company 
nationalization, mass bank-deposit 
seizures, taking private citizens’ 
pension funds... Argentines have 
tried every dish at the smorgasbord 
of economic crisis.

NO BLOOD IN THE 
STREET... BUT PLENTY OF 

OPPORTUNITY

Argentina’s economy has been 
mostly shrinking since early 2018. 
Since then, the currency has fallen 
from around 19 pesos to the dollar, to the 
current 57 pesos to the dollar. Bank deposit 
rates run at around 80%, but even at that 
rate, no one wants to hold pesos or put 
their money in Argentina’s banks. There’s no 
lending going on at all. Currency controls, 
implemented in August, are crippling 
companies, which have to ask the central 
bank’s permission to buy dollars to purchase 
anything from abroad.

But as Argentina’s economy and markets find 
the bottom – as disgusted, broken, penniless, 
disheartened investors give up – there’s going 
to be a massive opportunity in finding those 
babies that were tossed out with the bathwater. 
I’ve followed Argentina since the mid-1990s 
when I was just starting out on Wall Street 
in Latin American markets... And it happens 
every time.

John Templeton (and every would-be 
contrarian investor who cites him as an 



steak. People in Buenos Aires know to have a 
good time before they can’t anymore.

One longtime investor in the agricultural 
sector I spoke with forecast doom: “You 
might not see it, but people are desperate. 
They see it all happening again, and there’s 
nothing they can do but hold on and hope.”

But people are upset. Rising inflation, 
at around 55% now, is destroying the 
livelihoods of large swathes of the population. 
A few weeks before I was in town, protestors 
demanding food assistance occupied a main 
square downtown. 

ANOTHER SIGN OF INFLATION – 
STICKERS TO UPDATE PRICES  

ON MENUS…

And Argentines readily take to the street. 
“It’s when we see footage on CNN of people 
throwing rocks at police in downtown that 
things will be really bad,” the agriculture 
investor told me.
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According to Goldman Sachs, the economic 
crisis that’s unfolding in Argentina could rival 
the country’s 2001 crisis, widely viewed as the 
country’s worst of the past few decades. Then, 
the peso – when its peg to the dollar broke 
– collapsed from one to three to the dollar, 
and the sovereign bond default was then the 
biggest in history. Inflation accelerated to 
40%. The proportion of Argentines living in 
poverty more than doubled to an incredible 
58% from 1998 to 2002.

WHAT’S NEXT?

“Right now, investors have sold so much that 
Argentinian assets are priced like the country 
is going the way of Venezuela,” one analyst 
told me. “And while it might get bad, it’s not 
going that far.”

The head of investor relations of one company 
I went to visit in Buenos Aires – which raised 
hundreds of millions of dollars in a New York 
IPO just a few years ago – said that he’s heard 
crickets from investors since August. “We 
were busy before... but now, nothing,” he 
told me. The shares are down 68% since early 
August... and 83% since its IPO.

Every crisis eventually exhausts itself. Markets 
self-correct – the expensive become cheap, the 
desired becomes undesirable, and sooner or 
later all the sellers have sold.

The economic crisis that’s 
unfolding in Argentina 

could rival the country’s 
2001 crisis, widely viewed 

as the country’s worst of 
the past few decades.

ARGENTINA'S  ECONOMIC TANGO
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 SMALL BUSINESSMEN GET A  
 FRONT-ROW SEAT FOR EVERYDAY LIFE 

By Salena Zito
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Sometimes, a day in a life  
of someone else in someplace  
else reminds us that the forces  

you thought were ripping us  
apart, haven’t.

n another lifetime, the Park Motel and 
Supper Club sat along U.S. 10 and 
enjoyed both local patrons and famished 
travelers looking for a good homemade 

meal and a place to rest on this highway 
connecting Bay City, Michigan, to Fargo, 
North Dakota (including a 62-mile ferry ride 
across Lake Michigan along the way).

Over the years, the motel housed the 
sequestered jurists for the trial of Jennifer Patri, 
the woman who claimed horrendous abuse at 
the hands of her husband that led her to shoot 
him with a rifle, bury his body in the basement 
of the farmhouse, and then set it all on fire.

The motel also housed Weyauwega farmers 
after a train derailment and allowed vendors 
to sell custom-made stained glass windows. 
But mostly, it offered all sorts of families 
visiting the Midwest an affordable place to 
spend a night.

And the spacious supper club attached to the 
motor lodge became a place for locals to take 
their families or a date for a special dinner 
and a night “out on the town.”

Today, the Park Motel is closed. A fire 
in the motel several years ago caused the 
Murphys, the current owners, to shutter the 
lodging part of the business. They kept the 
supper club, though, and it’s now called the 
Courtside Sports Bar.

And if you are smart, you will be there for 
dinner every Friday for fish fry. You just have 
to try really hard to find it, now that the 
bustling highway it once sat along cut their 
access off when it was widened years ago.

“I know it is difficult. I’m always happy when 

people can find it,” said Karen Murphy, who 
owns it with her husband. During the day, 
she is an accountant; at night, she can be 
found in the kitchen preparing for the fish fry.

“We make our own breading, and we don’t 
pre-bread. We bread to order. We also make 
our own tartar sauce,” she said.

The place is packed, and the crowd is motley. 
Three bikers and a family with three young 
children sat at the bar eating dinner; in the 
back where the salad bar is, a long table is 
filled with Korean War veterans and their 
wives, as well as several couples young and old 
enjoying walleye or trout or bass with sides of 
coleslaw and mounds of french fries.

Murphy says the highway situation 
“somewhat” hurts them, but it is the quality 
of food, the cheery service, and the lack of 
wait time that brings people back. “There’s a 
few places that, you know, you have to wait 
an hour or two hours to get fish. You never 
have to wait at our place... We’re never really 
swamped. We get the food out pretty fast.”

Murphy, like small business owners in every 
corner of the country, said that despite always 
being tired, she loves the work. She loves the 
people she meets, the food she makes, and the 
sense of being a draw to her community. “I 
enjoy going out into the dining room or out 
to the bar and talking to people ’cause that’s, I 
feel, what brings people back.”

I

https://americanconsequences.com/small-business-men-get-a-front-row-seat-for-everyday-life/
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Waupaca, Wisconsin 
The Courtside Sports 
Bar's famous walleye 
and homemade tartar 
sauce is seen as part 
of their Friday fish fry 
selection.

Sparta, Wisconsin   
Cataract Mart owner 
Steve Boris says of his 
general store, “If we 
don’t have it, you don’t 
need it.“
(Images courtesy of 
Salena Zito)

This is a common story to hear from small 
businessmen.

“If we don’t have it, you don’t need it,” said 
Steve Boris of Cataract Mart, about two 
hours west of Waupaca. He’s not wrong. He’s 
got fresh local produce, hardware, groceries, 
grilling supplies, very popular homemade 
sandwiches, and just about everything you 
need in a pinch, all neatly stacked inside the 
compact roadside building.

He’s been a small business owner for 41 years. 
Before launching this general store 21 years 
ago, he owned a KFC franchise, a candy 
maker, and a catering business. It’s the general 
store, though, he says he loves the most: “I 
love people, love working with people, love 
talking to people. And general stores are really 
central to rural areas."

“We’re 12 miles from one town and 16 
miles from another town, and we’re all in 
the country. We have a lot of people that 
need a lot of stuff. We’ve got everything, 
groceries, beer. We’re the post office. We have 
hardware.”

This glimpse into the lives of two 
Wisconsinites is extraordinary, just because 
we get a glimpse into their ordinary, daily 
lives. There was no talk of politics or cultural 
wokeness either with them or between them 
and their customers. No one was boycotting 
them because they found out if they had 
donated to some candidate or demanded they 
take a stand on some social justice issue.

They just were. And their customers just were. 
And everything was OK.

Sometimes, a day in a life of someone else in 
someplace else reminds us that the forces you 
thought were ripping us apart, haven’t.

And that at our very core, despite whatever 
challenges we face in our daily lives, and 
despite the national daily drumbeat that 
portrays us as divided over everything, we as a 
country are doing pretty OK.

© Creators Syndicate, Inc.

Salena Zito is a CNN political analyst 
and a staff reporter and columnist for 
the Washington Examiner. She reaches 
the Everyman and Everywoman 
through shoe-leather journalism, 
traveling from Main Street to the 
beltway and all places in between.
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THE FINAL WORD

“You mean the razor guy?” you are no doubt 
wondering.

Indeed. William is credited with giving the 
world the heuristic of “Occam’s razor” (almost 
as elegant of an innovation as OneBlade.)

William explained this concept at length and 
applied it in many contexts back in the late 
medieval period. As he described it, “Plurality 
must never be posited without necessity.”

Put into action, Occam’s razor means you 
must slice away unnecessary assumptions in 
an argument with two competing conclusions 
and favor the simplest form.

Boiled down: The simplest 
explanation is usually the 
correct one.

“
n the weeks ahead, you’re going to hear 
a lot about the need to protect our 

democracy. Both sides of the political 
aisle will point at the other, claiming 

transgressions that shake the country to its 
constitutional foundation. The overblown 
rhetoric of the impeachment inquiry will 
become a cacophony of partisan outrage. 

To put all of this into clearer context, let’s 
turn to a neutral observer...

No, not the mainstream media.

Anyone paying attention should understand 
that America’s cable news channels and major 
newspapers are almost entirely staffed with 
political activists posing as journalists.

The neutral observer I’m talking about is 
William of Ockham, a Franciscan friar and 
scholastic philosopher from 14th century 
England.

IM MENT
 WHAT A 14TH CENTURY MONK CAN TELL US ABOUT 
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By Buck Sexton

Boiled down: The simplest explanation is 
usually the correct one.

So now we return to the present moment... 
What happens when you apply Occam’s 
razor to the frenzy over impeaching President 
Donald Trump?

First we have to start with House Speaker 
Nancy Pelosi and the Democrats’ theory 
of the case, so to speak: The belief that 
President Trump has once again committed 
an impeachable offense. (And conveniently 
enough, just in time for the 2020 election.)

That’s right, we are to believe that after 
three years of claims that Trump has broken 
the law or engaged in the high crimes and 
misdemeanors mentioned (but not described) 
in the Constitution, he has finally gone too far.

Remember, the Democrats didn’t manage 
to get anywhere on Russian collusion, the 
Emoluments Clause (foreign diplomats 
having cheeseburgers at Trump Hotels), 
Mueller’s obstruction of justice list, or the 
Stormy Daniels “hush money” campaign-
finance violation. None of that was 
impeachable enough for Democrats to start 
an official inquiry.

But son of a gun, now they’ve got Trump! A 
call between our president and President 
Volodymyr Zelensky of Ukraine is all 
the Dems needed. The whistleblower has 
come forward – apparently from inside 
the intelligence community – to deliver 
Pelosi and company the pretext they needed 
at exactly the moment they needed it to 
impeach President Trump.

Was this fair play, or was it a partisan 
conspiracy?

For the answer, we turn to a 14th century 
monk: Which explanation for impeachment 
mania passes the scrutiny of Occam’s razor?

Donald Trump has committed endless 
offenses against the Constitution and the 
American people – none of which pushed 
his opponents to impeach him – but 
luckily and at long last Speaker Pelosi and 
the Democrats have him where they want 
him at the most opportune time for the 
2020 election. Of course, they really didn’t 
want to drag the country through this, but 
our “democracy is at stake!”

Or:

The Democrats have been planning to 
do this all along. The whistleblower 
coordinated with Congressman Adam 
Schiff (and likely other Democrats) to 
release this report. And it didn’t matter 
what Trump said on the phone call 
with Ukraine or what he did in the past 
year... They were going to find a reason 
to impeach him and everything else is 
posturing and lies...

I’ll leave the slicing and dicing to you.

For the answer, we turn to a 
14th century monk: Which 
explanation for impeachment 
mania passes the scrutiny of 
Occam’s razor?

“
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