                                                                                                    VFSI September 2003 Economic Newsletter - Page 1 of 7 


	   VEON FINANCIAL SERVICES, INC.

A Registered Investment Advisor


	14 Woodmere Circle

Middletown, MD 21769

301/371-0540  (F) 301/371-0543

Vol. 18, No. 3 – September  2003


Propping up a Debt-Based Economy by the

Federal Reserve

and  the Transfer of Professional Jobs to 

Third World Countries
By Joan Veon, CFP

Editor’s Note:

The writing of this newsletter has been in the process for the last six weeks. With the third batch of news article abstracts, my research totals 45 pages. As a result of the speed at which events are taking place, I can only say that I continue to be astounded.  The speed is exacerbated by the fact that all the borders between the countries of the world have been torn down:  economic, political, electronic and trade. The continual theme at the global conferences I have covered is “harmonization” and “integration”.   Part of the integration we are seeing is as a result of President Nixon’s actions on August 15, 1971 when he separated the dollar from the gold standard, thus forcing all of the world’s currencies to “FLOAT” against one another.  Because there is no longer any accountability of currencies that track how many dollars, euros, pesos or yen are in circulation or how a country handles its finances in relation to gold in its vaults, currencies can change in value against one another and either be worth more than the other currency or less than the other currency. Right now the dollar is devalued against the euro and yen. 

Furthermore, on June 30, an imminent group of economists called for the integration of the dollar, euro and yen.  They speculate that the new currency could be called the “dey” and their timetable is 2040.  While they are considered “speculators”, I can tell you from the conferences I have covered that this is the first step with regards to pushing for the integration of the currencies.   Furthermore, do you think we would get a 1 to 1 exchange?  No, don’t bet on it given America’s huge debt.   

The purpose for my research and this newsletter is to get a better handle on what is really happening in our economy and how to position monies. Before I begin to highlight some of the things that will affect where and how money is invested, let me just say that even though the market appears to have  “recovered”, it is not a natural recovery.  Our central bank, the Federal Reserve, has pumped a great deal of money into the market to give it the energy that we are seeing.  We could call this “financial viagra”.  The Fed puts money in to stimulate the economy and then when they decide stock prices are too high or too bloated, they take money out of the system which leads to the down cycle in the stock market as stock prices fall.  You and I have experienced this countless times before.  Only the “insiders” know when the Fed is going to take money out of the system.  This gives them the advantage of selling high while the little investor is told to “hold.”  Great system!  Once you are able to recognize it, the goal is to ride it with them.   However, they often change their strategy.  Defense stocks peaked in August 2002, six months before the war began.   

A client sent me an email that bears out what I wrote above.  The article is entitled, “Market Clues – Greenspan Bubble No. 2.”  Here is an excerpt:

So, who is doing all this buying? Well, we’ve always suspected it was the Fed (led by Alan Greenspan) who was behind it.  Now there’s proof.  A site called piraz.com has a chart which shows that every dip the stock market has suffered in the last few months can be explained by the Fed’s lack of stimulative intervention in the money markets.  When the Fed pumps, the market rallies.  The conclusion has to be that Alan Greenspan is manipulating the stock market to inflate prices, not only to enrich shareholders but to pull the economy out of its deflationary spiral.  Given the Fed’s unlimited capacity to print money, we have to conclude that this explains why many of the normal technical analysis tools have simply stopped working.

This is not the first time the Fed has been intervening in the market place, throughout the 90’s it appears they perfected their techniques.  I have written extensively about the Nasdaq crash, why we need war and those who are in control of our government.  For those of you who are democrats, we had a republican president until 1994 and a democrat through 2002 and now the son of Bush I.  What am I saying?  It is not a matter of party, it is a matter of POLITICS:  globalist vs. nationalist.  If you are a globalist, you are for world government through the United Nations and the UN Charter and for FREE TRADE – open borders so that trade between countries can go unhindered.  As you read this newsletter, you will see there is no such thing as free trade for it will be at the price of the American standard of living and the kind of life we have known.  

There are a number of variables that we need to consider:  War-Iraq,  U.S. Financial condition-Budget Deficits; the Dollar; China and the Remninbi, China and Trade, and World Trade.  While most of you are pretty well positioned, some minor adjustments are needed to catch current trends I have found. 
War-Iraq

With regard to Iraq, economist Richard Maybury has written, “Invasions are 10% of the job with capturing and controlling the territory the other 90%. Guerrilla war means village-to-village, house-to-house searches for hiding places and weapons.  It means 24 hours a day, 7 days a week of saboteurs, snipers and booby traps as in Afghanistan.”  Recently it was reported that the Army has ordered thousands of National Guard and Army Reserve forces in Iraq to extend their tours of duty to a year, months longer than many had anticipated.  There are 122,000 Army personnel in Iraq, including 3,000 National Guard soldiers and 5,000 reservists.  Another 5,000 Guard soldiers and 7,000 reservists are serving in Kuwait (Washington Post-WP, 9/9/03, A1).

The bottom line is that it is more and more apparent that Iraq is a second Vietnam—an un-winnable war.  The newspapers state that we are “occupying” Iraq.  What we are really seeing is the old adage in action, “What goes around comes around.”  If you wonder why they don’t like being occupied, they must be copying what our Forefathers did when we rebelled against English occupation.  Interestingly enough, the English are now our cohorts in “fighting terrorism.”   We are now told that the costs to occupy and rebuild Iraq are more than double what the Bush Administration estimated.  The president has recently asked Congress for $87B which surpasses the anticipated $60-$70B to help cover these costs. By way of comparison, in 1949 at the height of the Marshall Plan, the U.S. paid $47B to help rebuild Europe.  Now 54 years later, they are going to spend $87B to rebuild Iraq and Afghanistan. This money will be used for:  $5.8B toward rebuilding Iraq’s electrical system, $2.1B for its oil infrastructure, $3.7B for water and sewer, $800M for telecommunications and transportation improvements and $900M to upgrade hospitals and healthcare (WP, 9/18/03, A4).  As a result, the U.S. will post a RECORD DEFICIT next year of more than $480B.  Perhaps we should ask how many U.S. jobs this will create.  

We saw in a previous newsletter that the Bush Administration is looking to remake the Middle East as well as Libya, North Korea and any other country that gets in their way. In response, The New York Times has reported that the Syrians, Saudis, Yemenis, Algerians, Lebanese and other guerrillas from around the world are moving into Iraq to join the war against the U.S.  I would imagine that if the various Muslim tribes cannot agree on anything between themselves, they will have no trouble uniting to fight against America. This means our troops will need more ammunition, more rockets, more helicopters, more warplanes and more cargo planes.  It also means since America does not have the money to pay for it that our debt will pile up and the Federal Reserve will have to print money.  Printing money or printing too much money leads to INFLATION.  Let’s take a look at budget deficits.

BUDGET DEFICITS

Because our spending is out of control, the White House wants to eliminate accountability by giving the Treasury unlimited authorization to borrow in accordance with the need.  Currently whenever the Treasury has to borrow more money after Congress has approved a budget, the White House has to go to Congress to ask for more money which means raising the national debt limit which is set by Congress. Currently the Treasury is borrowing about $700B annually.  Compounded by the Bush tax cuts over ten years, there is the need to increase the debt ceiling by $1T to $7.384T.  Furthermore, it is estimated that the government will increase our debt with the Federal Reserve by borrowing another $1.9T over the next five years. 

U.S. Treasury Assistant Secretary for Financial Markets, Brian Roseboro, supports “doing away with a national debt limit and granting the Treasury ‘evergreen’ borrowing authority” (WP, 6/28/03).   This is similar to a Visa or MasterCard without limits!  America is a bankrupt nation. Given the fact that our jobs are being transferred overseas and that local government, county government and state government is broke, we are like a drunkard on a continuous binge.  There is now serious talk about how to “reliquify” the financial system.

Reliquify means to put more assets in the system as collateral for additional borrowing.   However, in order to do so, you have to have more collateral.  Let’s use an example of what this means.  You and your spouse operate a small business.  Someone says to you, “If you let me manage your business, I can do a better job for you and I will be able to double or triple your income.”  This sounds good to you because you don’t have his expertise—after all he has a very powerful family name that implies the ability to make money. After a number of years you see an expanded business and a larger income, however, you have never seen the profit and loss statement or the income statement.  When you finally obtain a copy, you see a mountain of debt as he has been pyramiding bank loans to pay off other loans by taking out new loans.  You are so far in debt—beyond your wildest imaginations.  Then to add to the problem, you have a major business opportunity that requires more capital.  Your only options is to mortgage all of your personal assets—something you never wanted to do but you are now more desperate for this deal to work so you can  hopefully get out of the financial mess you are in.   

This is exactly what is being unofficially suggested by the Federal Reserve.  At this moment, it is only a study that is circulating.   We must remember the Federal Reserve is a private corporation.  In 1913, Congress transferred oversight over the entire U.S. governmental financial system to a private international corporation that took the name “Federal Reserve.”  They are not part of the government.  If you go to the telephone blue pages, they are not listed there but if you go to the business white pages, you will find them there.  This should tell you the rest of the story.  We cannot forgive ourselves the interest on the Federal debt because we do not owe it to ourselves but to this private corporation. 

In the above story, the Federal Reserve is the business expert that runs the company which is our economy.  The small businessman represents you and me. If we want to continue to get money from the Federal Reserve, so we can continue “doing business,” we must give them something they do not have lawful access to which is personal mortgages and stocks (See “Buying Mortgages and Securities” below).  Please remember the Federal Reserve PRINTS its own money (this is called fiat money).  They do not have $1B or $1T on hand in their bank vaults.  Since our economy is off the gold standard, there is nothing backing up the money they print which you and I are charged interest on. If you think I am making this up, call me and I will provide you with a list of books to read, however, the following is taken from the July 10, 2003, Financial Times,

Senior central bank officials insist not only that deflation is a low-risk possibility in the U.S. but that, in a world of fiat money, it should really be a theoretical impossibility.  Fiat money is the current [system] that enables a central bank to CREATE its own monetary conditions independent of the gold standard [used] for fixed exchange rates.  In short, if the economy looks as if it needs a bit of inflation, the central bank can just [print] some [money] (Gerard Baker, “Greenspan enters his surrealist period,” p.13)(emphasis added).       

Richard Mayberry in his book, The Money Mystery, writes that in 1950 the Fed injected $10B to stop the recession; in 1983, they injected $100B; in 1993, they injected $350B and in 2001, they injected $600B. In 1999, the money supply was $4T.  Today it is at $6.4T or an increase in 3 ½ years of $2.4T that averages out to $700B a year. This is unprecedented!  

Before we discuss what the Federal Reserve is now recommending, let me just say that Fed Chairman Alan Greenspan played a key role in the Bush tax package that totaled $1.35T through 2011.  According to The Washington Post (7/20/03), Greenspan gave his blessing to the tax package BEFORE Bush was sworn in.  Now some in Congress are blaming Greenspan.  I beg your pardon.  Did the Mafia loan shark ever tell someone not to borrow money when if they did not pay, the Mafia would collect either the goods or the person?  Come on—those of us on the local level are not that dumb! 

Fed Reliquified in 1999

I just realized, as a result of reading one of my previous economic newsletters dated March/June 1999, the Federal Reserve expanded loans for collateral in order to reliquify the system when HR1094 was passed in July, 1999.  This law amended the Federal Reserve Act to broaden the range of discount window loans that could be used as collateral for Federal Reserve Notes.  In this act, the Fed added Loans Made to Banks as part of the available assets it will take to lend the government more printed money.  You see your local bank borrows from the Fed so that they have money to lend to you at the Federal Reserve discount window.  This legislation is found in HR1094, Section 1013 that gave authority to the Federal Reserve to collateralize the money they lend our government with all types of discount window loans. What is important here is that the Fed has been expanding the kind of collateral they will take to print more money to lend to our government.  

Furthermore, as a result of 45-year low interest rates and the fact that Treasury yields could still drop to zero in order to constantly stimulate the “recovery,” the Federal Reserve in St. Louis has just issued a new paper, “Monetary Policy in a Zero-Interest Rate Economy.”  In it they are looking to (1) further drop the value of the dollar (2) monetize the debt—print more money (given our debt, they will have to do that anyway) or (3) purchase mortgages and other securities.  All of these have been termed, “daring.”  Let us take a look at number three and see why.

Buying Mortgages and Securities  

At the present time, the Fed is allowed to buy U.S. federal, state and local government debt, debt guaranteed by the U.S. government, bills of exchange and banker’s acceptances.  They are not allowed to buy CORPORATE BONDS, MORTGAGES, AND COMMERCIAL PAPER OR EQUITIES.  As open-market operations (this is where the Fed buys our U.S. Treasury bills, notes, and bonds) become less effective in stimulating the economy, the Fed will need to be open to alternatives to standard policy.  Watch for the President or someone in Congress to suggest greater powers for the Federal Reserve.  Talk about a cooked goose.

THE DOLLAR

The power of the American economy is seen in the purchasing power of the middle class. However, there are plans to transfer professional jobs to third world countries.  Well-known economist Lester Thurow in his book, The Future of Capitalism writes the following about our capitalistic system,

To work well, the global capitalist system as it was designed after WWII needed a dominant

economic locomotive—a country that could act to help others improve their economic conditions since it did not have to worry about its own economic condition.  Without an American global economic locomotive, recessionary recoveries were very slow in Europe and Japan.  [However, t]he U.S. has gone from being the world’s largest net creditor nation with trade surpluses with a federal budget balanced at full employment, to being the world’s largest net debtor nation with persistent structural deficits in both its fiscal and international accounts (pp.219-220).

What Dr. Thurow wrote in 
1996 is still very relevant today.  The U.S. has been the locomotive for world growth.  However, there are major changes in the making. As you will see when you read about the WTO Transfer in Service which is referred to as GATS, you will see that the American engine of growth – jobs – are about to be transferred to third world countries. 

The Declining Dollar

The dollar is the currency used by the Federal Reserve, not the Treasury of the United States of America. If you take a dollar out of your wallet you will see that it is a “Federal Reserve Note.”  As such, it is our IOU to the Federal Reserve. The value of the dollar is derived from the strength of American finances—how much we have in savings and how much debt we have.   Our ability to keep the value of our currency sound is at stake.  Everyone that I have interviewed on the international level tell me that because of our huge personal, corporate, and federal debt that the value of our dollar will have to drop.  Furthermore, this was just re-iterated by a number of interviews I did at the World Trade Organization in Cancun.  Let’s review where our currency is. 

Back in the 1970’s, $1.00 could buy 3.50 Deutsche marks (today replaced by euros) and 3.65 yen.  The Group of Seven which is comprised of the leaders of the top seven industrialized countries (U.S., Canada, Germany, Japan, Italy, France and Great Britain) decided to devalue the dollar by 30% during the Currency Crisis of the 70’s and in the 80’s. Today, the dollar is down from its 1971 high by 76%!   If you can’t understand what this means, pretend the dollar is your home, what would happen if it dropped by 76%?

The central banks of the world have the ability to sell or buy dollars. If a majority of strong central banks sell dollars, it drops in value.  If they buy dollars, it rises in value.  Because markets are now integrated, the value of the dollar affects our imports and exports and how much corporations make in profits.   

I think it is important to understand that during the Vietnam War, the dollar was still connected to the gold standard, whereas today it is not—and now it appears that we are going into Vietnam II.  This means inflation—the Fed will have no choice but to continue to print money so that the economy can “continue”.  This is pretty serious since we had to inflate for the Vietnam War.  Today, if we inflate the monetary system, the prices for goods and services will go sky high because we are no longer on the gold currency and our deficits are historically higher than 30 plus years ago. 

The Power of Corporations

We live in a world in which out of the 100 largest countries in the world, 52 are corporations with assets and income equal to or greater than the rest of the countries of the world.   

Think of the power—the power of the corporations is greater than the power of countries!! Of the top global 1000 corporations, Wal-Mart ranks in the top ten in three major categories:  in terms of market value, it is #5, in terms of sales, it is #1 and in terms of profits, it is #8.  How is that for power? Wal-Mart is joined by three other American companies that also show up in all three categories: Exxon, British Petroleum/Amoco, and General Electric.  Other companies in the top 10 of the global 1000 in terms of market value include GE, Microsoft, Exxon, Pfizer, Citigroup, and Royal Dutch Shell.   

For the sake of what is happening in America, we will concentrate on Wal-Mart that has undersold all other stores in America, including mom and pop’s across the country, by importing most of their wares from China.  How can the American standard of living compete with Chinese slave labor?  While Wal-Mart advertises that they have the lowest prices, the real truth of the matter has nothing to do with low prices but with sovereignty and the selling out of the American way of life.  

Let’s take a look at how this translates on the currency markets. Currently there is a great cry from the Bush Administration about how the strong Chinese currency, called the renminbi or the Yuan, is under-cutting U.S. economic strength.  Nothing could be further from the truth. 

A Weak dollar and the Chinese Renminbi

The Chinese have always been quick and nimble. After being admitted to the World Trade Organization-WTO in December 1999, they are fast becoming a shrewd player.  At the World Trade Organization talks ended in a walk-out, U.S. Trade Secretary Robert Zoellick put forth a very aggressive and bold mandate to eliminate ALL trade barriers and export subsidies on both sides of the trade table.  Even though the living standard of the average American is falling, our government—both republicans and democrats--have maintained that free trade will bring prosperity for all—them and us. Yet, that is not true. 

While the entire WTO agenda is far too complex to understand, in Cancun the U.S. wanted to concentrate on three areas:  agriculture, manufactured goods, and trade in services.   Throughout the 90’s, U.S. corporations transferred jobs to China that desecrated blue-collar jobs in order to take advantage of its cheap labor while they “reduced expenses.”  At the WTO, white-collar jobs are next to be transferred out to the lowest bidder.  Although this set of global trade talks ended in a stalemate that will not affect the Bush Administration’s desire to still implement Trade in Services.  The lowest bidder in the world is China.  Even Mexico, Thailand, Malaysia and other low-wage countries have lost jobs to Chinese slave labor because they could not compete.  

Because the Chinese Renminbi has been tied to the U.S. dollar for the past ten years (fixed at 8.3), as the dollar dropped earlier this year against the euro, it made the slave labor products exported by China even cheaper, thus undercutting products made in Europe and other countries.   It also transferred to the euro more of the dollar’s debt—since all the currencies of the world float against one another, thus delaying any kind of expected recovery in Europe.  

As a result of this “imbalance”, U.S. corporate executives have been hounding the Bush Administration to allow the renminbi to float against the dollar on world exchanges.  If the renminbi is allowed to float, it would rise 10% to 40%, thus increasing the price of its product on world markets—thus making their products more expensive to all buyers and restoring some of the competitiveness of European products.        

Let’s see if we can make sense of the currency games the transnational corporations have been playing. Large U.S. multinational and transnational corporations started to use China’s slave labor to “reduce expenses” so they could increase their profits.  As a result of “outsourcing” or transferring manufacturing to a country whose wage scale for its 1.3B people is $6.00 per hour—below our minimum wage (without any kind of benefits or worker protection), they have been able to increase their profits through the elimination of U.S. jobs.  This severely undercuts the ability of Americans to enjoy the “American way of life.” So when did all of this begin in earnest?  It began in 1994 when Congress passed the General Agreements on Trade and Tariffs that became the World Trade Organization.

Where do profits come from?  They come from your labor, brains, loyalty and integrity--without which, the capitalistic system would not work.  When corporations say they need bigger or more profits, they are wrong because profits mean that you should be paid more for your labor.  Forget dividends, the company should have some kind of mechanism to pay out all of the profits to the employees, from cleaning lady to CEO. Instead, American workers are being layed off so that the corporation can transfer jobs to slave labor countries in order to increase profits.  This is like a drug addict needing a higher high in order to get the same kind of zing.  Corporations will never be satisfied with the level of profits they are earning.  Unfortunately, the Bush tax package as we discussed in June only exacerbates the emphasis on profits by making dividends tax-free.     

It was Henry Ford who said that he wanted to pay his workers a high enough salary so they could afford to buy his automobiles.  Well, if corporations pull the plug on the middle class, there won’t be anyone who can afford their products even if they are made with slave labor.   Furthermore, our higher standard of living was a result of PROTECTIONIST MEASURES that kept work at home.  With the passage of the 27,000-page GATT in 1994 by a lame duck Congress, all of that started to change.    

We now have these same multinational and transnational corporations going to Congress to tell them to put pressure on the Chinese to let their currency float freely so that they can maintain their “edge”.  The bottom line is that in a ruthless capitalistic system the Chinese have finally found our “Achilles Heel.” While American CEO’s have been willing to sacrifice American jobs and standard of living to increase their profits, they want to be able to eat their cake and ice cream by telling the Chinese to float their currency so it will increase in value and allow American corporations to retain their competitive edge over the Chinese. So far the Chinese have been polite to Secretary Snow.  I hope they continue to be polite.  Ruthless capitalists are up against ruthless communists.  Somehow I get the feeling that they wear the same shoe.      

THE WTO AND TRADE IN SERVICES

Furthermore, under the Trade in Services, our government is also looking to help corporations by facilitating the move of professional level jobs to third world countries.  I could explain to you how Bush—as well as Clinton—supported the UN Millennium Summit goals of helping third world countries out of poverty.  However, I never dreamed that the way they would do it would be to take jobs from Americans and send them to third world countries so the corporations could maximize profits and pull third world countries out of poverty.  Yet, that is exactly what is in the process of happening. 

The Fundamental Restructuring of Rich-World Economies

What this means is that computer, high-tech, various medical laboratory, accounting, tele-marketing, banking, financial analyst, and engineering jobs, etc. are  in the process of being transferred to India, Malaysia, Brazil and China in order to maximize the profits of the MNC/TNCs so that their stock can rise.  While American workers can compete within America, they cannot compete and keep their same standard of living if that job goes to India, China, Malaysia or Brazil.  This will be the next sucking sound that you hear. 

With the Bush Administration dropping all of the final barriers to facilitate Trade in Services, it is the professional class that will suffer.  According to The Financial Times, the WTO is about to herald a FUNDAMENTAL RESTRUCTURING OF RICH-WORLD ECONOMIES.  Just as we saw the loss of manufacturing in the 80s and outsourcing of unskilled labor to China in the 90s, the 00’s will bring the loss of PROFESSIONAL WHITE COLLAR JOBS.  General Motors is in the process of transferring its engineering design department to India where they pay engineers $8,000 a year instead of $80,000 to American engineers.  

I bumped into Labor Secretary Elaine Chao (who is of Chinese descent) at the Louisville Airport a couple of weeks ago and confronted her with the 2.7 million jobs that are leaving America and in particular the transfer by GM of its engineers to India. She looked at me with very cold eyes and said, “They will just have to get use to it for it is not going to stop. But we have money for re-training.”   It was useless to talk to her about what kind of job an engineer was going to get retrained to do.

According to USAToday, the middle class barely treads water.  “Millions of middle-class families can no longer afford to live on two incomes.  A generation ago, a typical American middle-class family lived on the income of a single breadwinner.  In recent years, it has taken two working spouses to live the modern middle-class dream.  Now, it seems even that is not enough to survive the skyrocketing cost of housing, health care, and college while saving for retirement and shouldering growing debt loads. Middle-class is defined as those earning $25,000 to $99,999 (9/25/03, B1).  

SUMMARY

I have no way to explain what is going on except to say the America we knew has been changed and is now run and controlled by ruthless manipulative men who no longer serve the people of the United States or its Constitution.  Instead, they have used their elected position to rape, rob and pillage America of its vast resources.  

Am I a negative person?  No, I am well read, have traveled extensively and do my homework.  I am a realist.  I believe in laying everything on the table—whether good or bad, ugly or pretty.  What does Lester Thurow say about the dollar?

The U.S. has gone from being the world’s largest net creditor nation with trade surpluses and a federal budget balanced at full employment to being the world’s largest net debtor nation with persistent structural deficits in both its fiscal and international accounts.  The consequences are clear.  Without an American global economic locomotive, without macro-economic coordination among the Big Three, without countries willing to be regional economic locomotives and with national stimulus impossible for all but the very biggest, the world will have more frequent, longer, and deeper recessions with much slower recoveries.  

If history is any guide, sooner or later the global financial system will experience its equivalent of the Japanese stock market crash of the 1990s or the American stock market crash of the 1930s.  The most likely crisis involves a run against the dollar.  Those holding dollars will have an enormous financial beating—they have already lost 43 to 58% of their wealth relative to what they would have had if they had kept their assets in marks or yens the last ten years (223, 230).

Unfortunately, there are many who would agree with Lester Thurow.  In summary, America is bankrupt and the Federal Reserve is looking to take more American assets for collateral; furthermore, we are picking wars around the world in order to try and keep the economy moving; interest rates are at 45 year lows; major American corporations are transferring white collar professional jobs to third world countries which will change the strength of the middle class.  The dollar is in crisis because of our debt and is expected to continue to drop in value while the Federal Reserve inflates the economy to keep it from tanking. 

In the past thirty years, many other writers and reporters have said, “The sky is falling” because America shifted from a sound economy to a debt-based economy.  The difference is our debt has never been $6.4T and rising.  The difference is the transferring of blue-collar jobs out of America and the gutting of the middle class that is up to its eye-balls in debt.  How many with the $200,000 mortgage are prepared for their job to be transferred to a third world country? Eventually small and medium-size companies will feel the effect as they try and compete against third world prices from the larger corporations.

In Cancun, I asked the spokesman for U.S. Trade Representative Robert Zoellick if the need for America to transfer jobs overseas was to bring into balance our trade deficit and he said no.  An hour later I interviewed former Ambassador Ernest Pregg who negotiated the Uruguay Round in 1985, and asked the same question.  He told me it was part of what needed to happen along with the drop in the value of the dollar.   
In a separate letter we will address investment strategy.  Please feel free to call with questions or comments. 

In closing, I am reminded of a Psalm:  “I will lift mine eyes unto the hills, from whence cometh my help?  My help cometh from the Lord, which made heaven and earth. The Lord shall preserve thee from all evil:  he shall preserve thy soul.”  Ps. 121:1,2,7  
