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Is This It for Stocks?
stock bloodbath.  that about sums it up after 
the worst week for stocks since the financial cri-
sis recently.

We have been writing about the volatility of 
stocks of late in this publication and have been 
publishing our long-term forecast for the dow 
to Gold ratio for many years.  for new readers 
the dow to Gold ratio is calculated by taking the 
value of the dow Jones industrials and dividing 
by the price of gold per ounce.  that ratio now 
stands at about 16.

our long-term forecast for this ratio is 2, more 
likely 1.  Granted, it may take a while to get there, 

but given all the artificial stimulus that has been 
used to prop up the stock market, we expect the 
ultimate bust to be 1929 like.

for those readers who believe that we have free 
markets, let this piece serve as a quick primer and 
a wake-up call to taking steps to protect your as-
sets if you’ve not already done so.  A word to the 
wise, no matter what your relationship is with 
your broker or advisor, no one cares as much 
about your money as you do.

back in 1988, after the ‘flash crash’ in the stock 
market, President Reagan put in place a group 
known as the Working Group on financial mar-
kets.  in 1997, “the Washington Post” coined the 
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term “Plunge Protection team” to describe the 
group.  the group was created by the presi-
dent’s executive order (executive order 12631) 
and was charged with “enhancing the integrity, 
efficiency, orderliness, and competitiveness of 
our nation’s financial markets and maintaining 
investor confidence.”

the original purpose of the group was to re-
port on the market events of october 19, 1987 
or “black monday”.  it was during that time that 
the dow Jones industrial Average fell 22.6%, 
rattling the confidence of investors and creat-
ing panic in the markets.  

yes, the Plunge Protection team does exist.  this 
from “seeking Alpha” in december of 20181: 

In plain English, monetary sovereign currency 
creation powers are being used to make the 
markets maintain stability. Treasury funds are 
made available, but the WGFM is not account-
able to Congress and can act from behind 
closed doors.

This illustrates how central banks can create 
money electronically without causing con-
sumer price inflation, rather than taxing popu-
lations to pay for government budget deficits.

The PPT is meeting at this very moment.

The main reason we have a stock market  
plunge at the moment is the general withdraw-
al of world Central Bank liquidity support. 

The same thing happened in 2015-2016 and 
the world stock market response was the 
same. 

A withdrawal of central bank liquidity that be-
gan in 2014-15 resulted in a stock market and 
GDP slump twelve months later. 

 So let’s look at this.  What does ‘mon-
etary sovereign currency creation powers 
are being used to make the markets maintain 

stability’ really mean?

money is/was being created to stabilize the 
markets.  need a stock rally?

in comes the Plunge Protection team to save 
the day.  on the committee is the chair of the 
federal Reserve, the nation’s central bank.  A 
stock rally can be fueled by throwing newly cre-
ated currency in the markets.

skeptical?  We don’t blame you, but here is a 
quote from an interview with Richard fisher, 
former member of the federal open market 
committee2 (emphasis added):

“I spent 10 years (through last March) as a 
participant in the deliberations of the Federal 
Open Market Committee, setting monetary 
policy for the U.S. The purpose of zero interest 
rates engineered by the FOMC, together with 
the massive asset purchases of Treasuries and 
agency securities known as quantitative eas-
ing, was to create a wealth effect for the 
real economy by jump-starting the bond 
and equity markets.

The impact we had expected for the economy 
and for the markets was achieved. By February 
of 2009, the Fed had purchased over $1 tril-
lion in securities. With interest rates through-
out the yield curve moving in the direction of 
eventually resting at the lowest levels in 239 
years of history, the stock market reacted: It 
bottomed in the first week of March of 2009 
and then rose dramatically through 2014. The 
addition of a third round of QE, which had the 
Fed buying $85 billion per month of securi-
ties to ultimately expand its balance sheet 
to over $4.5 trillion, juiced the markets.”

translation?

the fed printed $1 trillion and dumped it into 
the financial markets.  As mr. fisher so plainly 
stated, the fed “juiced the markets”.
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Quietly and unbeknownst to the average iRA or 
401(k) investor, the fed manipulates markets.  
stock markets and bond markets are being ar-
tificially influenced to attempt to achieve a de-
sired outcome.

so if that’s the case, what happened this week?

is the coronavirus to blame?  mostly not in our 
view.  

the market fundamentals have been scream-
ing correction for a long time as we’ve often 
written here.  significant market corrections 
typically begin when stocks are overvalued and 
margin debt levels are high.  then a “black swan’ 
event occurs, and the market correction begins.  
that’s how we view the current situation (we 
are not attempting to trivialize or minimize the 
coronavirus situation, only look at it from the 
perspective of the massive market correction 
that occurred this week).

one of the most common methods used to val-
ue stocks is price-to-earnings ratio.  this ratio 
is calculated by taking the price of stocks and 
dividing by earnings.  the higher the number, 
the more overvalued that stocks are.

Notice from the chart on this page that the 
current 10-year P/E ratio average was slightly 
higher than in 1929.  Only once have stocks 
been more overvalued and that was prior to 
the tech stock bubble collapsing.

To muddy the water up a bit when it comes 
to calculating P/E ratios, as we have report-
ed here in “Portfolio Watch”, many publicly 
traded companies have been buying back 
shares of their stock.  This once illegal prac-
tice increases earnings per share but not by 
increasing company earnings.  Higher earn-
ings per share is accomplished by having 
fewer shares outstanding.

Margin debt is also high.  Margin debt is debt 
an investor acquires to buy securities, often 
stocks.

This chart illustrates the level of margin debt 
that exists according to FINRA.  Notice how 
margin debt pulled back prior to the stock 
market corrections of 2000 and 2007.  Then 
observe how margin debt has recently pulled 
back perhaps forecasting the correction that 
begin this past week.

so, what’s next?

We expect the Plunge Protection team and the 
federal Reserve to pull out all the stops.  look 
for interest rate cuts for sure in our opinion.

but the reality is still reality.  stocks have long 
been artificially manipulated.  basic laws of eco-
nomics tell us that cannot go on forever.
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can the fed and the PPt squeeze some more 
juice out of this market?

Perhaps, but given the market activity of last 
week, it’s looking less likely.

so what should you do?

As we stated above, make sure you’re protect-
ed, at least on some of your investments.  es-
pecially those that you might need for retire-
ment.  Given market action last week, we think 
there is a strong possibility that this correction 
will continue long term although we do expect 
markets could rally some first.  We would view 
any rally at this point as a bear trap.

for that reason, you may also want to think long 
and hard about taking the traditional broker 
and advisor advice about staying in the stock 
market for the long haul, ‘keeping your eyes on 
the horizon’.  At some point here in the relatively 
near future, we are of the mind it will fail many 
investors miserably and cost them their dream 
of a comfortable, stress-free retirement.

Comparing Stock Declines
While there is certainly no guarantee that his-
tory will repeat itself, when it comes to stock 
market declines, it’s helpful to look at chart for-
mations of past declines and compare them.  in 
the piece above, we discussed two fundamen-
tal factors that indicate stocks are overvalued.

in this piece, we’ll take a look at technical evi-
dence.

let’s begin with the infamous of all stock crash-
es, the crash of 1929.

the run up to the crash was the period of time 
historically referred to as the “Roaring twenties”.  
it, like the present, was a time of easy money.

today’s federal Reserve was founded in 1913 
and almost immediately the bankers in charge 
reduced the gold backing of the us dollar.  
Prior to the federal Reserve Act taking effect 
in december of 1913 just as congress was 
headed home for a holiday break, the us dol-
lar was gold.  An ounce of gold was $20.  some 
of you reading this issue of “the you may not 
Know Report” undoubtedly own some of these 
$20 gold pieces.  the last of these to circulate 
through 1933 when franklin Roosevelt made 
it illegal for American citizens to own gold was 
the saint-Gaudens Gold Piece, named for the 
architect that designed the coin.

“Stock prices have reached what 
looks like a permanently high pla-
teau. I do not feel there will be soon 
if ever a 50 or 60 point break from 
present levels, such as (bears) have 
predicted. I expect to see the stock 
market a good deal higher within a 
few months.”

— irving fisher, Ph.d. in economics 
october 17, 1929 

    

“Stocks look pretty cheap to me”

 — larry Kudlow, national economic 
council director, february 28, 2020
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the bankers now in charge of the money sup-
ply decided to reduce the backing of the us 
dollar by gold from 100% to 40%.  Any mathe-
matician will tell you that expanded the money 
supply by 2�0%.  A period of prosperity illusion 
followed as noted by this stock chart plotting 
the performance of stocks from 1920 – 1929.

notice on the fRed chart that when the fed 
started to tighten in 2018, stocks fell.

Although the two charts are not mirror images 
of each other, there is a great deal of similarity.

the run up in the dow Jones industrial Average 
in the 1920’s was 2�0%.

the run up over the last 10 years was about 
170%.  since the time of the financial crisis, the 
fed has expanded its balance sheet (printed 
money) to the tune of nearly $4 trillion as the 
chart from the st. louis federal Reserve illus-
trates.

no coincidence that both bull markets were fu-
eled by easy money.

compare that stock chart to the ten-year time 
frame ending in december 2019.

When one analyzes the tech stock crash of 2000 
– 2002, a similar correlation is unearthed.

Alan Greenspan began serving as federal 
Reserve chairman in 1987.  At the time mr. 
Greenspan took the helm, the fed funds rate 
was about 7%.  After raising the interest rate to 
about 9% by 1989, he began to reduce interest 
rates.  by 1992, just three years later, mr. Greens-
pan and his colleagues at the federal Reserve 
had reduced interest rates to approximately 
3%.  since money in our monetary system is 
loaned into existence now that there is ZeRo 
gold backing of the us dollar, as interest rates 
fell, borrowing increased and money was cre-
ated.

As is typical when money is created, a stock 
bubble formed, this time in tech stocks.  in an 
attempt to slow things down and keep things 
from “overcooking”, mr. Greenspan began to in-
crease interest rates.  it was too little too late.  
the bubble had already formed.  the inevitable 
bust followed as seen on this chart of the dow 
Jones industrial Average.  
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notice from the chart that the dow fell from 
about 12,000 to just over 7,000.

the nAsdAQ composite fell even more as not-
ed by this chart that illustrates the performance 
of the nAsdAQ while mr. Greenspan served as 
federal Reserve board chair.

We now know that during that decline, accord-
ing to mr. Richard fisher that the fed was busy 
behind the scenes doing what they could to 
“juice the markets” (see prior piece for quote 
from mr. fisher).  in addition to these efforts, mr. 
bernanke and company reduced interest rates, 
this time to zero.

this time though, the desired response was not 
achieved.

As mr. Richard fisher noted in the quote above, 
the fed engaged in a program of quantitative 
easing (more money printing) and the desired 
result was achieved in the equity markets.

since that time about ten years ago, the fed’s 
balance sheet has expanded by about $4 tril-
lion (the fed has created that much money).  
the result has been a long bull market in stocks.  
As we’ve noted in this month’s issue of “the you 
may not Know Report”, if the market appeared 
to be lagging, artificial outside stimulus was 
used to keep the bull running.

is the bull run over?

maybe.  Kind of depends on what the policy 
response might be this time.  As noted above, 
look for the fed and the PPt to do everything 
they can to keep it going.  if they succeed again 
(which is far from certain), the next bust will be 
even bigger and more dramatic.

What was Greenspan’s response?

more easy money.  He and his federal Reserve 
colleagues decide to reduce interest rates to 
spur lending and get more money loaned into 
existence.  it worked.

by may of 2004, the fed funds rate was re-
duced to less than 1%.  money was created and, 
predictably, another stock bubble formed.  mr. 
Greenspan left his position at the fed before 
the next bubble burst.  on february 1, 2006, 
Greenspan’s successor, ben bernanke took 
over.

this chart is a price chart of the dow Jones in-
dustrial Average during mr. bernanke’s tenure 
as fed chair.  He presided over the next bust 
which began in 2007 and continued through 
march of 2009.
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Gerald Celente – Three Questions
Gerald celente is the publisher of “trends Jour-
nal”.  He is a well-known and highly respected 
trends forecaster.  His track record of success-
ful trend forecasting goes back more than 3 
decades.  mr. celente was recently gracious 
enough to appear on the Retirement lifestyle 
Advocates radio program where he shared 
some of his forecasts and perspectives.  

Dennis:  Gerald, the economic picture, if you 
listen to mainstream media, is good. The la-
bor force participation rate is up. Give me your 
view as to the health of both the US and the 
world economy. 

Gerald:  Well, we’ll tie this into the Corona vi-
rus. This thing is going to hit China’s economy. 
You know it happened just at the start of their 
lunar new year and that’s a time to celebrate, 
party, go out and spend and travel, and that 
closed down. So it’s going to be a hit on their 
economy, and their economy’s already facing 
stagflation. In other words, their growth isn’t 
accelerating and inflation is going up. So it’s 

going to have a negative impact. On the glob-
al economy there’s already a slowdown. Look 
at the facts. Oh, they had a great last quarter 
over there in Europe. Yeah, it grew the grand 
total of 0.1%? 

Look what’s going on in Mexico. Recession. Go 
around the world, take a look at the markets, 
take a look at the numbers. The markets are in 
total, total contradiction of what the rest of the 
global economy IS doing. They just had an elec-
tion in Ireland, the party that won was totally 
unexpected to win. Why did they win? Well, ac-
cording to the polls, people aren’t making any 
money. They can’t afford rent, they can’t afford 
health care, homeless issues. And then you go 
around the world and it’s the same thing. Hey, 
lovely time going on in Chile. Oh, yeah, the pro-
tests are still going on and they’re still shooting 
people. And what are they protesting about? 
The same thing. 

All the money’s at the top, government cor-
ruption, and the people have nothing. When 
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people have nothing left to lose, they lose it. So, 
looking at the global economy, there’s a slow-
down. It’s been artificially propped up with 
monetary methadone, that they call quantita-
tive easing. And what they’re also doing now, 
of course, is in the repo market, injecting more 
dough into the market. So the traders, the Wall 
Street traders could gamble, and it’s going on 
around the world as they lower interest rates, 
making money cheap, so the addicted gam-
blers can keep gambling. 

So what’s going on in the equity markets has 
absolutely no correlation to what’s going on in 
the general public. So when the numbers that 
you mentioned about the job numbers and on 
and on, the job numbers, where’s the growth? 
Oh, in health care? Oh, in warehouse work? 
That’s where the biggest growth is. Hospitality 
sector? Isn’t that a nice name, hospitality sec-
tor? Working as waiters, waitresses, you know, 
and in hotels making beds and things. Not 
that I’m degrading that at all. Not at all. I was 
a bartender for a lot of years as a young man. 
However, if you can’t make a real earning, life’s 
earnings, on a lot of those jobs. 

So that’s why when you see what’s going on in 
the real world and you look at the real numbers, 
it’s not a good show. And we’re looking now, for 
example, at people, they can’t pay their bills. 
You’re looking at credit card debt in the United 
States just escalated a couple of hundred bil-
lion dollars, a couple of hundred billion dollars, 
and now Americans are what? Some over $14 
trillion in debt. One in three American work-
ers run out of money before pay day. So that’s 
what’s going on. 

Dennis:  Gerald, you said something that I 
think maybe shocked some of our listeners 

that, the Fed is engaging in QE, although 
we’re not supposed to call it that, to prop 
up the repo market, which you know, most 
people understand is the overnight lending 
market between banks. And you said this 
is just giving the gamblers more money to 
gamble. Can you explain to the listeners ex-
actly what you mean by that? 

Gerald:  Yeah. They borrow the money 
overnight at virtually no interest rates, 1.55 
in percent interest rate, while we the stupid 
little ignorant people, the workers of Slave-
landia when we get credit cards, what do 
they charge us, 17% and above. But the in 
crowd, they get the money for free. They’re 
gamblers, they’re overnight traders that do 
this, that get this money, and that’s what 
they’re doing with it. So the repo mar-
kets have already since September 17th of 
last year to the middle of January, they’ve 
pumped in $7 trillion dollars. 

Dennis:  So Gerald, does it stop? I mean we’re 
seeing, the real inflation rate obviously is reflec-
tive of all this money creation, or this monetary 
methadone as you call it. Where does it stop? I 
mean it seems like the Fed has painted in a cor-
ner. They’ve got no choice but to keep printing 
money. And what’s the end game here? 

Gerald:  The end game is it’s going to collapse, 
just like it did in 2007, and they’re running out 
of the drug to, you know, it’s just like an addict. 
And addict keeps taking the drug, keeps taking 
the drug, keeps taking the drug. And then final-
ly there’s, they OD. And that’s what’s going on 
now. And you made the point that they won’t, 
how dare you call quantitative easing, quanti-
tative easing? 
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Federal Reserve to Create Government Cryptocurrency?
Recently, while testifying before the senate 
committee on banking, Housing and urban 
Affairs, Jay Powell, the federal Reserve chair-
man, confirmed that the fed was exploring the 
possibility of creating a government cryptocur-
rency3.

Another member of the federal Reserve board, 
lael brainard, confirmed the fed’s research on 
the topic according to a Reuters report4.  this 
from the report (emphasis added):

The Federal Reserve is looking at a broad range 
of issues around digital payments and curren-
cies, including policy, design and legal consid-
erations around potentially issuing its own 
digital currency, Governor Lael Brainard said 
on Wednesday.

Brainard’s remarks suggest more openness to 
the possibility of a Fed-issued digital coin than 
in the past. 

“By transforming payments, digitalization has 
the potential to deliver greater value and con-

venience at lower cost,” Brainard said at a con-
ference on payments at the Stanford Graduate 
School of Business. She did not touch on inter-
est rates or the current economic outlook. 

“But there are risks,” Brainard said, in a partial 
reprisal of her own and other global central 
bankers’ worries about the rise of private digi-
tal payment systems and currencies, including 
Facebook’s Libra digital currency project. 

“Some of the new players are outside the 
financial system’s regulatory guardrails, 
and their new currencies could pose chal-
lenges in areas such as illicit finance, priva-
cy, financial stability and monetary policy 
transmission,” she said. 

translation of “outside the financial system’s 
regulatory guardrails” is outside the control of 
the fed.

so these comments by the federal Reserve chair 
and one of the board members of the federal 
Reserve board seem to indicate that the fed is 
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considering developing a cryptocurrency and 

replacing all private cryptocurrencies.  or, at 

least it seems that’s what they hope to do.

ultimately, eliminating cash and using only a 

cryptocurrency developed and controlled by 

the federal Reserve would allow the govern-

ment to track eveRy expenditure.  every trans-

action would be able to be tracked or prohib-

ited for Any reason.  in our view, this develop-

ment should it occur would totally eliminate 

individual freedoms.

of course, that fact won’t be discussed.  instead 

it will be sold to the public as greater value and 

lower cost.  it would also make it easy to im-

plement negative interest rates at some future 

point since hypothetically speaking, we would 

be living in a cashless society.

Lefty: Moving for 
Tax Reasons
Professional golfer, Phil mickelson is moving 

from california to florida.  the motivating fac-

tor behind the move?

taxes.

Here is a quote from mickelson�:  

“There are going to be some drastic changes 

for me because I happen to be in that zone 

that has been targeted both federally and by 

the state, and it doesn’t work for me right now. 

So I’m going to have to make some changes.”

florida has no state income tax.  california is 

among the states with the highest income tax-

es.

mickelson is planning to move next year after 

his youngest son graduates from high school. 

https://www.flickr.com/photos/cornfarmer/12843�67884
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Do You Know how You will Be affected by the SeCuRe act?

The SECURE Act is now law.  Your IRA or 
401(k) will be affected as the rules have 
changed.  While some parts of the secuRe Act 
can benefit some taxpayers, there are other 
parts of the new law that will require taxes be 
paid more quickly.  And, there are opportuni-
ties for many iRA and 401(k) investors to actu-
ally divorce themselves from the iRs in their iRA 
and 401(k).  don’t miss out on your opportunity 
to save money on taxes.  

the details of this just-passed, new law will be 
revealed at a free, informational meeting to be 
held at boulder creek Golf club in belmont on 
April 21,2020.  the meeting will begin at 6:00 
Pm and conclude at 7:30 Pm with a complimen-
tary dinner.  tickets to the event are free but 
required.  (Please limit your ticket requests to 
no more than 4 tickets.)  if you have an iRA or 
401(k) and will be eligible to collect social se-
curity during retirement, you should attend.

this free meeting will show you:

How to potentially, significantly reduce 
taxes on your IRA or 401(k) plan

•

How, under the law, planning strategies 

exist that may allow you to pay zero 
taxes during retirement.  these planning 

strategies are potentially favorable for only 

a limited time

Why maximizing social security benefits 

will not work unless you address the ul-
timate tax liability on your retirement 
account

Why the tax deduction you get for contrib-

uting to an iRA or 401(k) can be a bad thing.  

This tax deduction may ultimately end 
up costing you more than you benefit.

tickets for the event are required but available 

by visiting www.taxfreeinRetirement.com.  

or, you may call 1-866-879-0137 ext. 1207 

anytime, 24 hours per day, 7 days per week with 

your ticket requests.

IMPORTANT:  There will be no presentation 
to buy financial products at this meeting.  
The meeting is informational only in nature.  

•

•

•
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Communication 
Note Reminder
to provide you with the best possible service 
and best response time, please remember 
to call the office rather than communicat-
ing via e-mail.   Just let the receptionist 
know what we can do to help, and you’ll be 
put in touch with the right person or have 
a call scheduled with you and the right 
person at a mutually convenient time.

the office phone number is:

1-866-921-3613

our office hours:

Monday to Thursday 
8:00 Am to �:00 Pm 

Fridays 
8:00 Am until noon. 

Sources
https://seekingalpha.com/article/4230043-plunge-protection-team-to-strike-again):

www.cnbc.com/2016/01/06/dont-blame-china-for-the-market-sell-off-commentary.html)

https://www.blacklistednews.com/article/76234/not-good-fed-chairman-
powell-confirms-federal-reserve-exploring-government.html

https://www.reuters.com/article/us-usa-fed-brainard/fedcoin-the-us-central-bank-is-looking-into-it-idusKbn1ZZ2Xf

https://www.golf.com/news/2020/01/1�/phil-mickelson-moving-jupiter-florida/
?fbclid=iwAR34GnggmfcGcbue9-qrWl3sqwA2wycetrH4olXlPtXs-op4cetZWe48d3c
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