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Is the Greater Depression upon us?
We’re definitely in the worst economic crisis 

since the 1930s. But there are several ways the 
crisis could play out. 

The worst-case scenario is a deflationary spiral. 
I’ve written about this already in recent issues of 
Real Wealth, so I won’t discuss it again here.

However, although we have to plan for this pos-
sibility, I don’t think that’s where we’ll necessarily 
wind up. 

I’ll discuss a more likely scenario in a moment. 
First, I want to talk about…

Why the $812 Billion 
Bailout Will Fail

Treasury Secretary Paulson asked for—and Con-
gress eventually granted—a $700 billion bailout 
package. However, Congress being what is, the legis-
lation was larded up with another $112 billion before 
it passed.

Secretary Paulson used to be the CEO of Gold-

man Sachs. As a result, he views our economy with a 
Wall Street mentality.

His bailout plan focuses on the securities that 
Wall Street firms bought and sold, instead of the root 
of the problem. That’s why his plan will ultimately 
fail to solve the crisis.

Remember, this whole mess got started with wild 
excesses in the subprime mortgage market. Loans 
were made to anyone who could fog a mirror, regard-
less of whether or not they could actually afford the 
payments.

As I discussed in the September 2007 GEA, Wall 
Street firms carved up the loans, repackaged them 
into supposedly high-grade MBS’s (mortgage-backed 
securities), and sold them off.

Of course, as the loans’ interest rates started 
to reset, borrowers started to default. Many MBS’s 
that were supposed to be conservative, high-grade 
investments turned out to be big steaming piles of 
you-know-what.

When the MBS’s went toxic, the companies who 
had bought them got whacked. Even companies with 
little direct exposure have been taken down. 

For example, the American Insurance Group 
(AIG) was healthy and profitable in its core business. 

“The Biggest Dollar Devaluation 
in History!”

“Forget about the $700 billion (now 
$812 billion) bailout that’s coming. It’s a 
mere sideshow.

“The Fed is preparing to flood the   
US economy with a deluge of dollars 
never seen before: an incomprehen-
sible $2.68 trillion in liquidity.

“Get ready for the seemingly 
unthinkable—a massive re-inflation 
of the American economy!” James DiGeorgia, Editor
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But one of its subsidiaries had written some $441 bil-
lion of credit-default swap insurance, guaranteeing 
the performance of the underlying securities—includ-
ing many MBS’s. 

When the MBS market locked up, AIG was on the 
hook for their counterparties’ losses. This poisoned 
AIG’s books so badly that their credit rating was 
downgraded… which meant they had to post $5.3 

billion in collateral, and then $4.4 billion more, and 
finally another $14 billion… the last of which it didn’t 
have. Poof—it was gone.

Here’s the key point. AIG was a healthy, profit-
able company—the largest insurance firm in the 
world. But mortgage-backed securities blew up one 
of its smaller subsidiaries, and took down the entire 
company.

That’s why Paulson wants to prop up the MBS 
market. He thinks that by buying these ‘toxic’ securi-
ties, corporate books will be un-poisoned and every-
thing will function normally again.

But the MBS market is only a symptom of the 
real issue…

The core problem is the 
collapse in housing prices!

The S&P/Case-Shiller index tracks home prices 
in 20 US cities. It’s a good proxy for the national resi-
dential market. 

In July, this index plunged by the highest amount 
ever. Year-on-year, housing prices dropped 16.3 per-
cent. 

Note this happened before the credit markets 
were blasted by the implosions of Bear Stearns, AIG, 
Lehman Bros., and so on.

And the scary part is…

A recovery is still 
several years away!

Home sales sunk to new cycle lows in August. The 
last time we had a housing slump (in the early 1990s), 
sales bottomed three years before prices stopped fall-
ing.

Plus, the thing that triggered this whole mess—
the big wave of interest-rate resets on subprime 
loans—won’t be done until late 2009.

A plunging real estate market is massively defla-
tionary. First, it destroys wealth. Second, it depresses 
consumer spending, which reduces the velocity of 
money (the rate at which money circulates through 
the economy. Although this isn’t deflation per se, it 
has the same effect).

And remember, a deflationary spiral is what we’re 
trying to avoid. Paulson’s bailout is addressing the 
symptom, not the disease.

So Paulson’s plan will not fix the crisis. That’s 
why everyone is looking to…
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money market funds. Loans to “Maiden Lane LLC” 
(the Bear Stearns bailout vehicle) are up to $29.4 bil-
lion. Repos and “other Federal Reserve assets” have 
leaped up to $404 billion.

So far, that’s $992 billion. Remember, when the 
Fed makes a loan, it almost always creates the money 
out of thin air. And every dollar that’s created is infla-
tionary.

But we’re not done with the balance sheet yet. 
In addition to that $992 billion, the Fed has also 
loaned out $260 billion in securities to dealers. These 
loans don’t increase the money supply directly, but 
they allow the dealers to borrow money by using the 
Fed’s securities (mostly T-bills and bonds) as collat-
eral. This increases the velocity of money, which is an 
inflationary effect.

Add it all up, and we see the 
Fed has juiced the economy 

with $1.25 trillion—before the 
$812 bailout has even begun.

The scariest part about this is how quickly it’s 
happening. Since the beginning of January, the Fed 
has expanded its balance sheet by $589.4 billion. 
That’s about $4,605 per household—including yours 
and mine.

Remember, when money is created, it destroys the 
value of the cash and related instruments you previ-
ously had. So in the last 9 months, you lost $4,605 
worth of purchasing power. 

You didn’t write a check for this amount, or with-
draw it from any of your accounts. But the effect is 
the same.

And as I said, this process is accelerating. Right 
now, the Fed’s balance sheet is expanding by about 
$92 billion per day.

Not only that, we still haven’t discussed how…

The Fed is providing $620 
billion to foreign governments

A few days ago, the Fed quietly announced its 
expansion of its currency swap program. It will now 
give up to $620 billion to foreign governments, in 
exchange for an equivalent amount of foreign cur-
rency. This is more than double the program’s previ-
ous limits.

The dollars will go to the central banks of:

Fed Chairman Ben Bernanke

Bernanke might actually save our economy. But 
it will cause a massive shift in our economy and our 
currency.

A few years ago, Bernanke gave a speech about 
preventing (or getting out of) a deflationary depres-
sion. Here’s what he said:

“Like gold, U.S. dollars have value only to the 
extent that they are strictly limited in supply. 
But the U.S. government has a technology, called 
a printing press (or, today, its electronic equiva-
lent), that allows it to produce as many U.S. dol-
lars as it wishes at essentially no cost. 

“By increasing the number of U.S. dollars in 
circulation, or even by credibly threatening to do 
so, the U.S. government can also reduce the value 
of a dollar in terms of goods and services, which is 
equivalent to raising the prices in dollars of those 
goods and services. We conclude that, under a 
paper-money system, a determined government 
can always generate higher spending and hence 
positive inflation.”

Is deflation threatening us today? Are asset 
prices falling? Yes, but no problem, says Bernanke. A 
determined government can always run the printing 
presses and drown the economy in dollars until the 
problem goes away. 

And Bernanke is now doing exactly what he prom-
ised (or threatened?) to do…

Forget about the $812 
billion bailout. Bernanke’s 
Fed is already providing 

the world with over 
$1.25 trillion in liquidity!

 Even before the $812 billion bailout has begun, 
the Fed has been drastically inflating our money sup-
ply. We can track the Fed’s activities simply by look-
ing at its balance sheet, which it is required to pub-
lish each week.

(As an economist at JP Morgan told USA Today, 
“This looks like the balance sheet of a central bank that 
is keeping the financial system on life support.”)

The Fed’s term auction credit (which didn’t even 
exist until last winter) has swollen to $149 billion. 

“Other loans” are up to $410 billion, including $61.3 
billion for AIG insurance and $152 billion to bail out 
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has to be bailed out, how much worse can things 
get?)

The only bright side to the Treasury loans is that 
they aren’t inflationary. The $344.5 billion supplied 
by the Treasury came from private and institutional 
investors, so this capital existed already. 

So let’s subtract it from the $2.68 trillion. We’ll 
also subtract the $260 billion in dealer security loans. 
We’ll even be generous and ignore the $200 billion the 
government has pledged to inject into Fannie Mae 
and Freddie Mac, because it hasn’t happened yet.

That still leaves the Fed’s liquidity creation at 
$2.1 trillion, which means…

The new liquidity is a 
staggering $16,215 for every 

household in America—
including yours and mine. 
And that doesn’t include 
the $78,125 you already 

owe for our national debt.

The implications of this are almost too awful to 
contemplate, but we must do it anyway.

First of all, assuming the money supply isn’t 
deflating in other ways, this will bring us to banana-
republic levels of inflation. Normally, the money sup-
ply expands at 3-4 percent per year. This year, accord-
ing to the Fed’s balance sheet, the money supply has 
expanded by 27.4 percent.

Second, even if it stops the bleeding in our econ-
omy, the reprieve will be temporary.  To see why, let’s 
look at the Treasury’s loans to the Fed.

US Treasury Bills expire in one year or less, so 
in the best case, $344.5 billion (so far) will come due 
next September. In the worst case, we’ll see multiples 
of that figure come due sooner than that. (Treasury 
officials have refused to say how much money they’ll 
raise for the Fed, or what the maturity dates are for 
the bills they’re selling.)

Meanwhile, as all this is going on, Congress and 
the White House have been throwing a spending 
orgy. The federal debt has now blown past $10 tril-
lion, much of which was also financed by short-term 
T-Bills. 

According to the Treasury Department, there’s 
currently $1.2 trillion in T-Bills held by the public. 
It’s all going to come due within the next year.

But our government is borrowing more than 
$2 billion per day just to stay afloat. We’re beyond 
broke. 

• Canada ($30 billion)
• the UK ($80 billion)
• Japan ($120 billion)
• Denmark ($15 billion)
• Europe ($240 billion)
• Norway ($15 billion)
• Australia ($30 billion)
• Sweden ($30 billion)
• and Switzerland ($60 billion).

The swaps are meant to lubricate the dol-
lar in the global economy, by allowing governments 
to spend greenbacks freely into their local markets. 
Essentially, the Fed is loaning dollars to foreign gov-
ernments, and accepting their currencies as collat-
eral.

 On the surface, it would seem currency swaps 
aren’t inflationary. The money is created, swapped, 
repaid, and then disappears again.

However, that’s not what happens. First of all, 
the money circulates for a long time. It has a definite 
inflationary effect during that period. In this case, 
this $620 billion will circulate until the end of next 
April.

But what will happen next April? Do you think 
the world’s governments will have the courage to 
drain $620 billion from the global economy? That 
would be massively deflationary, which is exactly the 
opposite of what they are trying to achieve.

No, I expect many if not all of these swaps will be 
rolled over when they come due.

[Update: as this issue goes to press, the Fed has 
announced it will provide unlimited dollars to Euro-
pean central banks!]

So what does all this mean?

The $812 billion bailout, plus 
the already-existing $1.25 
trillion in liquidity, plus 
$620 billion in currency 

swaps, equals $2.68 trillion!

That’s why the Fed has run out of money. (Yes, 
even an institution that can create money from thin 
air has gone broke.)

Last month, the Treasury announced a new “Sup-
plementary Financing Program.” The US govern-
ment is now selling more T-Bills than are necessary 
to finance our budget deficit. It’s lending the extra 
cash to the Fed, to pay for this jaw-dropping creation 
of liquidity. 

So far, the Treasury has lent a whopping $344.5 
billion to the Fed. (When even the Federal Reserve 
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So the question becomes…

How are we going to pay off 
an additional $1.2 trillion 
over the next 12 months?

Answer: we can’t. 
Of course, as the debt matures, the government 

will try to roll it over into new T-Bills and bonds. But 
there’s only so much capital available in the markets. 
And don’t forget, the government is already vacuum-
ing $960 billion per year from the debt markets just 
to finance our national deficit.

Right now, everybody is fleeing to the “safety” of 
Treasuries. Banks, investors, foreign governments…
they’re all buying T-Bills today. That’s why the cur-
rent crisis has strengthened the dollar. (And how 
ironic is that.)

But sooner or later, this appetite for US govern-
ment debt will dry up. Sooner or later, people will 
remember that our government’s finances are worse 
than ever.

Once fear is now longer blinding investors’ eyes, 
Treasuries won’t be so attractive anymore. And the 
US government will have to offer outrageous interest 
rates to roll over its debt.

And we haven’t even talked about the off-the-
books expenses of the wars in Afghanistan and Iraq… 
the geopolitical crises about to erupt in Iran and 
North Korea… the multi-trillion-dollar deficits of 
Social Security and Medicare… and the list goes on.

When President Bush took office in 2000, our 
national debt was ‘only’ $6 trillion. By the end of next 
year, I expect to see our national debt hit at least $12 
trillion. I might even be underestimating it by a tril-
lion or so.

Just look at all the other crises that haven’t even 

In Update #569, we issued hedging instructions 
for subscribers who own ConocoPhillips (COP), 
Devon (DVN) and Suncor Energy (SU). On DVN, we 
sold to open the DVN October $100 call (DVNJT). On 
COP, we sold to open the October $75 call (COPJO). 
On SU, we sold to open two contracts of the SU Octo-
ber $50 call (SUJJ).

In Update #570, we recommended buying 100 
shares of Provident Energy (PVX). We also sold 
short the PVX Oct. $10 put (PVXVB).

In Update #572, we issued instructions for sub-
scribers who sold options on Occidental Petroleum 
(OXY). Both the September $80 calls and $85 puts 
expired, and we kept the premiums.

In Update #573, we issued instructions for sub-
scribers who have options on General Electric (GE), 
Chevron Corp. (CVX), and Kimberly Clark (KMB). 
On GE, we kept the premium from our expiring Sep-
tember calls, and sold the $23 Oct. put (GEWVW). 
On KMB, we rolled up the Sept. $65 call (KMBIM) 
to the next month (KMBJM). On Chevron Corp., we 
kept the premium from our expiring Sep. $90 calls 
(CVXIR) and Sept. $80 put (CVXUR).

In Update #574, we issued instructions for sub-
scribers who sold EACIH (the Sep. $40 calls on 
Encore Acquisition). We rolled them up to the Oct. 
$40 calls (EACJH).

In Update #576, we issued instructions for sub-
scribers who own Occidental Petroleum (OXY), Noble 
Corp. (NE), Anadarko Petroleum (APC), Talisman 
Energy (TLM), and Bill Barrett Corp. (BBG). On 

OXY, we noted that we made 10.72 percent on our 
September $80 calls. We also legged into a spread 
by selling a OXY $85 Oct. call (OXYJQ) against our 
Jan. 2010 OXY $60 call (WXYAL). On BBG, we sold 
the Oct. $40 calls (BBGJH). On APC, we sold the 
Oct. $65 calls (APCJM). On NE, we sold the Oct. $50 
calls (NEJJ). On TLM, we sold the Oct. $17.50 calls 
(TLMJW).

In Update #578, we made an aggressive recom-
mendation on Transocean (RIG). In Update #579, we 
took profits on our recommendation: over 10 percent 
in under 24 hours.

In Update #581, we rolled down our option on 
Devon Energy (DVN). We bought back our Oct. $100 
option (DVNJT) and sold the Nov. $85 (DVNKQ)

In Update #582, we traded down our calls on 
ConocoPhillips (COP). We bought to close the Octo-
ber $75 (COPJO) calls and sold to open the Nov. $70 
calls (COPKN).

In Update #584, we issued hedging instructions 
on XTO Energy (XTO) and Apache Corp. (APA). We 
traded down our XTO October $55 calls (XTOJK) 
to the Nov. $40 calls (XTOKH). On APA, we traded 
down our October $120 calls (APAJU) to the Nov. 
$90 calls (APAKR).

In Update #587, we issued hedging instructions 
for Anadarko Petroleum (APC) and Occidental Petro-
leum (OXY). On APC, we traded down our Oct. $65 
calls (APCJM) to the Nov. $40 calls (APCKH). On 
OXY, we traded down our Oct. $85 calls (OXYJQ) to 
the Nov. $65 calls (OXYKM).

Portfolio Update
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hammered us yet.
The Treasury has pledged up to $200 billion to 

cover bad mortgages at Fannie Mae and Freddie 
Mac. But that’s only 4 percent of the $6 trillion in 
their mortgage portfolios. With the housing market 
in freefall, how much more will Treasury ultimately 
have to cover? 20 percent? 40 percent?

The government has also promised to cover money 
market funds against losses—that’s a $3.4 trillion 
market. 

Meanwhile, banks are folding. Thirteen banks 
have failed so far this year, and another 117 are on 
the FDIC’s “problem list.” As you know, Congress just 
expanded FDIC coverage to $250,000 per account, 
which means the FDIC must cover $5.1 trillion in 
deposits. 

Problem: the FDIC only has $45 billion to do this. 
The banks on the problem list alone represent $78 
billion, and the FDIC recently admitted it expects a 
large “wave of failures.” (And remember, the biggest 
failures this year—WaMu and IndyMac—weren’t 
even “problem” banks.)

Also, the Fed has announced it will purchase com-
mercial paper directly from US companies, to try and 
thaw the frozen credit markets.

Then there’s the $250 billion bank nationaliza-
tion which was just announced.

Each of these represents hundreds of billions of 
new dollars, which must be created from thin air. 
And there’s still the big unanswered question…

Will the US Government Bail 
Out the Housing Market Itself?

Under this scenario, the government would buy 
distressed mortgages and renegotiate their terms 
with the homeowners. It would address the root cause 
of this entire crisis.

This would be the mother of all bailouts—any-
where from $300 billion to $1 trillion or more. 

And even though such a massive dollar-debauch-
ery seems unthinkable… it was discussed as a serious 
proposal in one of the recent Presidential debates!

Combine these with what’s already going on, and 
we realize Bernanke meant what he said…

There’s No Limit to the Dollars 
the Government Will Create!

The government is about to start printing green-

Latest prices as GEA goes to press—
October 15, 2008
Comex spot silver contract:   $ 10.29
Comex spot gold contract:     $ 846.70
Nymex spot platinum:    $ 962.00
Nymex spot palladium:   $ 190.00
Nymex Light Sweet Crude Oil:  $ 74.50

Special Offer: 

2006 and 2007 Platinum American Eagles
Graded MS70 by NGC or PCGS

2006-W  MS 70 set with only 2,515 sets minted.
2007-W  MS 70 set with only 3,930 sets minted.

Note: Russia has been selling Platinum over the 
past 4 months to raise capital for its shaky banking 

system. We feel that a 50% drop in Platinum is a 
GREAT buying opportunity. 

James DiGeorgia feels that Proof 70 Sets and MS 70 
sets are a great buy today: “As Platinum goes back to 
$2,100 and even $5,000, my recommendations could 

easily appreciate 5 to 10 times.”

We have a very limited amount of these beautiful 
Platinum American Eagle sets available.

Call (866) 697-GOLD (4653)
Put GOLD in your IRA

If You’re a Gold & Energy Advisor Subscriber
We Pay Your First Year’s Fees!

Call Now
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backs at runaway hyperinflation levels. Quite liter-
ally, trillions of them.

Ultimately, what can we expect from all this? I 
calculate there are…

Three Possible Outcomes

Outcome number one: despite the flood of liquid-
ity, the Fed loses the battle. The US plunges into a 
massive deflationary depression, and stays there for 
years. 

Like I mentioned before, I think this is unlikely. 
As Bernanke said, a determined government can out-
print any deflationary trend… and Ben’s Fed is noth-
ing if not determined.

Outcome number two: the Fed creates precisely 
enough liquidity to thaw out the credit markets and 
gently halt the housing market’s freefall. Stocks go 
sideways for a while, then tentatively move up again. 
Commercial paper trades smoothly once more. Banks 
relax and begin lending normally.

I think this too is extremely unlikely. The dollar-
spigots are being opened as wide as they can go, and 
nobody knows ahead of time exactly how many tril-
lions will be required. I expect that in its panic, the 
government will far overshoot the amount of liquid-
ity required.

Which brings us to outcome number three…

A Massive, Historic Inflation!

Traders and bankers alike are battered and 
bloody. Their confidence will be hard to restore, even 
after the markets themselves aren’t on life support 
anymore.

That means the liquidity floodgates will stay open 
longer than the underlying economics require. 

Plus, hyperinflations have a tremendous amount 
of momentum. It’s difficult to turn off the liquidity 
without shocking the markets. Again, we’ll get far 
more liquidity than we actually need.

Not only that, we can’t blithely print trillions of 
dollars without anybody noticing. There’s an excel-
lent chance we’ll see an international flight from the 
dollar before all this is over. 

The largest foreign dollar-holder is China, and 
the Chinese are already nervous about what we’re 
about to do. Andy Xie, an economist in Shanghai, was 
quoted in the Wall Street Journal as saying, “I think 

foreigners are being taken for a ride by the US gov-
ernment.” 

A more explicit warning was printed in China’s 
People’s Daily, which said, “The world urgently needs 
to create a diversified currency and financial system… 
[a] fair and just financial order that is not dependent 
on the United States.”

Translation: they want to diversify away from the 
greenback. That would cause a run on the dollar.

Add it all up, and I expect a massive inflationary 
wave to kick on once the markets are reliquified. And 
apparently, I’m not the only one, because…

The Wealthiest People 
in the World Are 

Stampeding Into Gold

The mainstream media aren’t saying much about 
it, but the ultra-rich are fleeing to gold.

The Financial Times interviewed Jeremy Charles, 
chairman of the London Bullion Market Association. 
He said, “There is an enormous pick-up in investment 
demand. I have never seen a market like this in my 
33-year career… The gold refineries cannot produce 
enough bars.”

The Rand Refinery in South Africa is running at 
full capacity, seven days a week. Despite this, there 
are still shortages of Krugerrands.

The staff at the Austrian mint are working over-
time and on weekends, trying desperately to meet 

Our government isn’t the only one panicking. 
The UK Telegraph recently quoted Hans 

Redeker, currency chief at BNP Paribas:

“The interbank market has collapsed… We’re 
now seeing a domino effect as the credit multi-
plier goes into reverse and forces banks to cut 
back lending to clients.”

He mentioned that European banks just 
deposited €28 billion into the European Central 
Bank. “The ECB is no longer able to inject liquid-
ity because the money is just coming back to them 
again. This is extremely serious. If monetary pol-
icy is no longer working, there is a risk that the 
whole system will blow up in days.”

That’s why we just saw a coordinated rate cut 
among the major central banks. They’re all going 
to hyperinflate simultaneously.
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demand for its Vienna Philharmonic 24 Karat Gold 
coins.

The United States Mint just ran out of gold, and 
halted sales of its one-ounce 24 Karat Buffalo Coins. 
(I hope you bought some when I offered them recently 
here in GEA. If not, you’re out of luck.) 

So who is buying all this gold? As the Financial 
Times noted…

“The extent of the move into 
physical gold was unseen 

and driven by the very rich.”

Notice this key point. The ultra-wealthy are 
‘plugged in’ to world markets more than anybody else. 
Many of them own big companies that trade on the 
world’s stock exchanges… or they are ‘insiders’ in 
world financial circles… or they sit on the boards of 
the world’s mega-corporations. 

And what are they doing? Buying gold!

Also note: they’re buying physical gold. Not gold 
pool certificates… not mining stocks… not even 
shares in gold ETFs. Physical gold.

I think there’s an excellent chance that the Fed’s 
hyperinflation will accelerate out of control. Or we 
might see a run on the dollar. Probably both.

If I’m right, gold could hit $5,000 in short order. 
That’s why I strongly recommend you have 20 or even 
30 percent of your savings in gold. Consider it insur-
ance for your life and portfolio.

Once you have that, if you have some specula-
tive capital, consider long-term gold options. I make 
specific recommendations on these in Gold & Energy 
Options Trader. In fact, we just had a 64 percent 
profit (we’re up 194 percent since inception).

This situation is developing fast. I’m starting to 
see ads for gold bullion and coins in unexpected places: 
newspapers, airports, even on TV. But compared to 
Wall Street or the currency markets, the gold market 
is tiny. Plus, as we just saw, there’s already a huge 
shortage in physical gold.

If only one percent of current Wall Street inves-
tors cross over into gold, the gold market will expand 
to multiples of its current size. And if the public over-
all moves in… it will be breathtaking.

While all this is going on, I expect that…

The stock market 
will turn around.

As the saying goes, the best time to buy is when 
blood is running in the streets. The biggest bulls tend 
to start after vicious bears. And we’re seeing one of 
the most vicious bears in history right now.

The terror of the last few weeks has driven a lot 
of investors and institutions out of the market. Now 
there’s a lot of cash sitting on the sidelines, waiting 
to get back in. A big inflation will just increase this 
pent-up buying desire even more. 

My team and I are watching the markets very 
carefully. If things develop the way I expect, we’ll 
make monster profits once this whole mess clears up. 
I’ll keep you informed as I spot good opportunities.

But What If I’m Wrong?

If I’m wrong, then we’re either headed for a defla-
tionary depression, or a Goldilocks  “just-right” soft 
landing engineered by the Fed.

If we get a depression, gold would still be my rec-
ommendation. In a depression, cash is king. And gold 
is cash par excellence, especially in our current situ-
ation.

Normally, I’d recommend cash for deflationary 
protection. Unfortunately, unlike the last depression, 
the US is deeply in debt to the rest of the world. 

Not only that, the US is determined to devalue 
its way out of any depression, and then it’s bye-bye, 
dollar. So gold is the best option.

On the other hand, let’s say the Fed, against all 
odds, actually gets its Goldilocks result. What then?

Well, then we’ll go back to the way things used to 
be. What was that like?

Let’s think back six months or so, before the worst 
of this mess hit us. The United States was adding 
almost a trillion dollars per year to its national debt. 
The US dollar was on a multi-year pattern of sinking 
to new lows. And gold was soaring, having tripled in 
just five years.

So even if I’m wrong and Bernanke (against all 
odds) successfully pulls off a soft landing, it will be 
back to business as usual… which means we’ll go 
back to making great profits in gold and energy.

Summary: we’ve been bloodied, but don’t despair. 
Remember, the biggest money is made coming out of 
bear markets. 

Establish a good position in gold if you don’t 
already have one, and be ready for the turnaround in 
the stock market. The next 12 months should be very 
interesting!


