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EXECUTIVE SUMMARY 
 
Bottomline G&PM were hit hard in 2022-Q2, and over the period, by Central Banks and their Bullion Banking 
Cartel!  I believe this is Creating a Phenomenal Investment Opportunity in Select Gold and Silver Miners 
prior to the commencement of the 5th major wave up in the 2nd half of the G&PM Secular Bull Market! 
 
The final fifth major wave is often when 90% of the gains are made in 10% of the time, during the final mania and 
parabolic advance, of the entire G&PM Secular Bull Market! 
 
My Indicators and Models abound with signals that the major fourth wave decline, that has been progressing for 
two years and has declined by approximately the same amount as the second wave decline, has or is very close to 
forming a sustainable bottom. 
 
My prediction for a bottom in gold, that will mark the end of the major fourth wave decline, is based on three 
potential scenarios for which I assign a probability to each below: 
 

1) I assign a 25% probability that the successful retest (i.e. so far...) on July 20th, 2022, at $1680.88 (spot price) 
of the prior three lows that occurred in 2021 around $1675 (spot price) marks bottom; 

2) I assign a 37.5% probability that gold has one more stop loss run whereby the gold price is smashed by the 
Bullion Banking Cartel below the prior three lows (i.e. that occurred in 2021 around $1675 (spot price)) 
and thus below the recent “forth knock on this trap door” low that occurred on July 20th, 2022, at $1680.88 
(spot price) and this may occur during the thin summer trading in August (e.g. August 10th CPI report or 
otherwise), or in September (e.g. Sept 10th CPI report or Sept 21st FED Meeting that is associated with a 
Summary of Economic Projections), or possibly not until October a month notorious for the occurrence of 
market crashes and liquidity events.  However, in this scenario, this stop loss run is quickly aborted at 
approximately $1657 (EOD price) (i.e. approximately 10% below the 200 dma and at the 200 wma) through 
massive buying on the physical long side (e.g. by China, Russia, India, and others) combined with 
significant paper gold short covering which forms a sustainable bottom in the gold price; and 

3) I assign a 37.5% probability that gold has one more stop loss run whereby the gold price is aggressive 
smashed by the Bullion Banking Cartel below the prior three lows (i.e. that occurred in 2021 around $1675 
(spot price)) and thus below the recent “forth knock on this trap door” low that occurred on July 20th, 2022, 
at $1680.88 (spot price) and this may occur during the thin summer trading in August (e.g. August 10th CPI 
report or the labor report or GDP report release), or in September (e.g. Sept 10th CPI report or Sept 21st FED 
Meeting that is associated with a Summary of Economic Projections), or possibly not until October a month 
notorious for the occurrence of market crashes and liquidity events and such a liquidity event may provide 
the fuel necessary to take the gold price down to the 50% Fibonacci retracement level of the entire 2nd half 
of the secular G&PM bull market (i.e. a 50% retracement of the rise from $1046 to $2074 yields a potential 
target for gold of $1560 (spot price).  If a stop loss run of this magnitude were to occur it would likely cause 
further long-term physical gold holders (i.e. at least some of them (e.g. weak handed pension funds whom 
arrived to the secular gold bull market late)... whom still own sizeable gold positions through ETF’s (e.g. 
GLD)) to finally capitulate while the Bullion Banking Cartel continues to press their paper gold shorts (i.e. 
which only need to be settled in cash) while continuing to accumulate massive gold and silver mining shares 
and physical gold and silver bullion holdings.  In such an event, eventually (e.g. when no more gold and 
silver mining shares and/or physical gold and silver bullion are available for purchase) following a scary 
bottom there would be a violent slingshot move up in all G&PM’s and the departed “Bullet G&PM Train” 
will have left most all investors behind “at the train station... holding the bags...”.  In this case, following 
such a long drawn out 4th wave down (e.g. 24 months from August 5th 2020 to July 25th, 2022) that then 
culminates in a long and cray whipsawing and bottoming out process (e.g. another approximately 3 months 
from July 25th to sometime in October 2022) that ends with a final violent spike down (e.g. during a liquidity 
event) followed by an epic slingshot move up (e.g. immediately following a pivot in rhetoric by Central 



 
3 

 

Bankers) which launches the major 5th wave up... the Bullion Banking Cartel can be virtually assured that 
most all G&PM investors would be shaken off the G&PM Secular Bull and would not be able to bring 
themselves to chase the market higher and as such the Bullion Banking Cartel would maximize the massive 
gains of the major 5th wave up for themselves while most all G&PM investors would entirely miss the major 
5th wave up where often 90% of the gains of an entire secular bull market are made. 

 
Interestingly gold and silver mining shares and silver bullion have all already broken through their respective trap 
doors and run down to cover all key previous peaks and open GAP’s (except GDX which stopped just above its last 
remaining open GAP on July 25th, 2022, as discussed in detail further on in this INTAC Investment Commentary 
(“IIC”)).  As a result it is likely that gold and silver mining shares will lead gold in establishing a bottom and 
commencing the expected major 5th wave advance.  This may already be underway in that GDXJ and SILJ have 
recently begun to outperform GDX which intern has begun to outperform GLD.  Maybe the major 4th wave decline 
bottom is already in for GDXJ at $28.88 on July 14th, 2022, and SILJ at $8.36 on July 14th, 2022. 
 
Then again, I would not be surprised if gold and silver mining shares had a sizable rally from the July 14th lows for 
GDXJ and SILJ and the July 25th, 2022, level for GDX (i.e. that low ticked at $24.38 / $24.37 just above the final 
GDX uncovered GAP) as this would most assuredly entice the gold bugs to chase this rally... to later be whipsawed 
out of their positions yet again... for sizable losses prior to the final major 4th wave decline bottoming as outlined in 
my 2nd and 3rd scenarios detailed above.  Or not... no one knows... maybe the bottoms are in... and the last remaining 
open GAP on GDX is left open as a breakaway GAP that does not get covered. 
 
Short term market move are very difficult to time and especially difficult to forecast and, even with all my G&PM 
market timing models and indicators that have proven to be extremely robust, I too can be whipsawed during entries 
and risk management stop outs at G&PM bottoms. 
 
So, the best course of action I am recommending for ALL INTAC INVESTORS is to contribute capital to your 
INTAC account now and INTAC will use a dollar cost averaging strategy, as an overlay strategy on top of my 
active market timing strategies for managing the book of G&PM investments, for investing your capital contribution 
in three equal parts at the end of August, September, and October 2022 into your account’s actively managed 
investment holdings. 
 
The time to act is now!  Send an email to mplaxton@intacglobal.com and Cc mplaxton.intac@surfbvi.com 
requesting a capital contribution form and I will reply to your email with a capital contribution form, for your 
completion and return, together with the wire instructions for your account.  I make this offer so that you can invest 
further into your future right now while I am investing further in my future and over the next three months as 
described above which I believe to be an exceptional time and plan to make such investments.  BUY LOW SELL 
HIGH is what I aiming to do for my own G&PM investments, and I am happy to work with you so you too can 
fully participate alongside me.  I also sent this offer out on prior occasions, to all clients, when I was making sizable 
investments in G&PM at the end of 2015 and again in late 2018 and both previous capital contribution market 
timing calls worked out extremely well for me and all those who acted on my suggested capital contribution market 
timing call.  Again, now is the time to act for making a capital contribution to your account so INTAC can implement 
the above strategy for you.  Send me a quick email now and we’ll help you maximize the awesome potential of the 
5th Wave where often 90% of the gains are made in 10% of the time in a G&PM Secular Bull Market. 
 
 
INVESTMENT PERFORMANCE VS. RELEVANT BENCHMARKS REVIEW & 
ANALYSIS: 
 
INTAC is pleased to report that the INTAC Investment Philosophy Aggressive has, again, outperformed all the 
relevant benchmarks over the current period and 2022 year-to-date and continues to provide massive 
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outperformance to all the relevant benchmarks since December 31st, 2015.  However, the G&PM sector was hit 
hard over the current period by Central Banks and their banking cartel through a hawkish pivot and unrelenting 
attacks on the G&PM sector by the cartel.  The draw down in gold and silver was forecasted by me quite accurately, 
however, the degree of the unrelenting attacks on gold and silver miners, especially the junior miners, was far 
greater than anticipated.  In terms of a performance attribution analysis the unrealized draw down INTAC 
experienced this period was due to a few attempts to time a market bottom in G&PM and then being stopped out 
(i.e. for risk management reasons).  Prior to these difficult - in real time - market timing entries and stop outs INTAC 
had been managing exposure and market timing very well.  That said I did get talked back into G&PM early, during 
investment management committee meetings, and once again I learned the lesson that I must stick to my own 
convictions based on my own market timing models and indicators.  This is a difficult balance as on one hand 
having an investment management committee and taking into consideration other professionals views is a very 
healthy and necessary process over the long term, however, sticking to my own convictions based on my own 
market timing models and indicators has proved time and again to be the correct course of action.  INTAC’s 
exposure to currencies, apart from the USD and the RUB which both performed well over the period, (e.g. CAD, 
AUD, GBP, and the JPY) added to the general G&PM draw down, over the period, as did our overweight to Resolute 
Mining Limited (RSG-ASX) which declined by 43%, over the period, in USD terms (i.e. this also includes the 
decline in the AUD relative to the USD).  However, the massive declines that occurred in virtually all markets over 
the period including G&PM was offset to a healthy degree through INTAC’s exposure to four Russian oil and gas 
companies, one nickel company, and one gold company.  As previously advised in my IIC 2022-Q1 these Russian 
investments are not without risk, however, they also offer additional massive gain potential over the medium to 
long term.  The Russian Securities currently held as ADR's and GDR's are priced using the Shares Per Receipt of 
the underlying Russian Security Listed on the Moscow Exchange (MOEX) times the Price of the underlying Russian 
Security Listed on the MOEX (in Russian Rubbles (RUB)) divided by the USD- RUB foreign exchange rate.  The 
table below details the pricing methodology being employed: 
 

 
 
SINCE 2015-YE, MY MULTI STRATEGY - MODEL DRIVEN G&PM FOCUSED INVESTMENT & 
RISK MANAGEMENT PROCESS HAS DELIVERED SIGNIFICANT ALPHA/OUTPERFORMANCE, 
RELATIVE TO ALL G&PM ETF’S / FUNDS / & INDICES AND RELATIVE TO MOST ALL FUND 
MANAGERS GLOBALLY (i.e. that we are aware of). 
 
My Multi Strategy – Model Driven - G&PM Focused Investment & Risk Management process commenced on 
December 31st, 2015 and has significantly outperformed all relevant and comparable G&PM Strategies and G&PM 
Mining Indices since 2015-YE (i.e. that we are aware of).  Specifically, INTAC has significantly outperformed all 

How to price Russian ADR’s & GDR’s during cease trading while underlying is trading on Moscow Exchange:
Estimated Prices Using Underlying Converted to USD on: July 15th, 2022

USD-RUB = 57.524250 Get FX Fixings — Moscow Exchange (moex.com) Symbol Price in RUB
Shares per 

receipt USD Price
Avg Cost 

Price
% Delta since 

purchase
Past Stmnt 
USD Price Delta %

OGZD LSEIOB1 = Gazprom PJSC-SPON ADR
1:1 Public Joint Stock Company Gazprom, ordinary share (GAZP) = OGZD 187.61           2 6.5228$        1.71$      280.41% GAZP — Moscow Exchange (moex.com) 5.619358691 16.08%

PLZL LSEIOB1 = Polyus PJSC Reg S-GDR = $3.90 on March 2nd = 

1:1 Public Joint Stock Company Polyus, ordinary share (PLZL) = PLZL 8,375.00       0.5 72.7954$     22.44$    224.41% PLZL — Moscow Exchange (moex.com) 87.17531897 -16.50%

MNOD LSEIOB1 = MMC Norilsk Nickel PJSC ADR = $1.89 on March 2nd 

10:1 Public Joint Stock Company "Mining and Metallurgical Company
NORILSK NICKEL, ordinary share (GMKN) = MNOD 15,600.00     0.1 27.1190$     7.99$      239.33% GMKN — Moscow Exchange (moex.com) 25.3874598 6.82%

ATAD LSEIOB1 = TATNEFT PAO Sponsored ADR = $2.35 on March 2nd

1:6 PJSC "TATNEFT", ordinary share (TATN) = ATAD 379.90           6 39.6250$     7.97$      397.35% TATN — Moscow Exchange (moex.com) 27.16859581 45.85%

ROSN LSEIOB1 = Rosneft Oil Co PJSC Regs GDR  = $0.6018 on March 2nd 

1:1 Rosneft Oil Company, ordinary share (ROSN) = ROSN 330.50           1 5.7454$        1.84$      211.42% ROSN — Moscow Exchange (moex.com) 4.898124037 17.30%

LKOD LSEIOB1 = Lukoil PJSC-Spon ADR = $0.72 on March 2nd 

1:1 Public Joint Stock Company "Oil company
LUKOIL, ordinary share (LKOH) = LKOD 3,709.00       1 64.4772$     9.97$      546.49% LKOH — Moscow Exchange (moex.com) 61.3739332 5.06%

MOEX Symbol & Link for Prices

The Russian Securities currently held as ADR's and GDR's are priced using the Shares Per Receipt of the underlying Russian Security Listed 
on the Moscow Exchange (MOEX) times the Price of the underlying Russian Security Listed on the MOEX (in Russian Rubbles (RUB)) divided 
by the USD- RUB foreign exchange rate.
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non-leveraged G&PM Mining ETF’s, all leveraged G&PM Mining ETF’s, all actively managed G&PM Mining 
Funds, and all G&PM Mining Indices, in USD dollar terms, as well as Gold Bullion and the S&P 500 Index (not a 
relevant comparable).  Please refer to the INTAC Performance Review tables below: 
 

 
 

 
 
From December 31st, 2021, to July 15th, 2022, INTAC has massively outperformed SIL, SILJ, GDX, GDXJ, and 
the leveraged gold mining ETF’s (i.e. NUGT and JNUG).  This outperformance by INTAC included Resolute 
Mining Limited (RSG-ASX), an overweight holding, closing out the period at $0.245 AUD (i.e. $0.1664 USD 
marked down by 43% over the period due to an 8.9% decline in the USD-AUD FX rate together with what appears 
to be an ongoing volatile and complex bottoming out process in its’ AUD share price).  So, once again, our book 
was marked down, by our overweight exposure to RSG-ASX and this mark down in pricing and FX reduced the 
Alpha / Outperformance I worked hard to generate in other areas.  That said, I still managed to massively outperform 
over the period and year to date. 
 
As I previously wrote in my IIC 2022-Q1, “I view RSG-ASX as storing massive value / energy for our portfolio that 
I expect will be released when Mr Market decides the time is right.  Often such timing has to do with a strategy that 
the market maker with the big controlling block of shares has.  For example, the strategy might be to initially crush 
the stock price down... then accumulate a much larger holding over an extended period at deep value discounted 
prices and while also causing massive volatility (e.g. 100% rallies $0.24 to $0.48 AUD followed by 50% declines 

INTAC Performance Review:

Investment / Index / ETF
% Chng Period
(Apr 15, 2022 -
July 15, 2022)

2022-YTD %
Chng (Dec 31,
2021 - July 15,
2022)

2021 % Chng
(Dec 31, 2020 -
Dec 31, 2021)

2020 % Chng
(Dec 31, 2019 -
Dec 31, 2020)

Cumm %
Chng (Dec 31,
2015 - July 15,
2022)

INTAC Investment Philosophy Aggressive -36.5% -0.1% -22.2% 54.0% 283.2%
S&P 500 Index -12.1% -18.9% 26.9% 16.3% 89.0%
Gold Bullion Spot Price -13.5% -6.6% -3.6% 25.1% 61.0%
Global X Silver Miners ETF (SIL) -39.2% -34.7% -19.6% 37.5% 29.4%
ETFMG Prime Junior Silver Miners ETF (SILJ) -42.3% -30.0% -23.5% 31.1% 72.2%
VanEck Vectors Gold Miners ETF (GDX) -37.4% -20.1% -11.1% 23.0% 86.5%
VanEck Vectors Junior Gold Miners ETF (GDXJ) -41.1% -28.4% -22.7% 28.3% 56.4%
Direxion Daily Gold Miners Index Bull 3X (NUGT) -62.8% -41.9% -26.3% -60.2% -69.4%
Direxion Daily Junior Gold Miners Index Bull 3X (JNUG) -67.8% -54.6% -46.8% -85.6% -95.3%
The above INTAC returns are for all client account invested capital, whom did not change their investment philosophy and/or client margin 
and/or contribute / redeem capital from their investment account during the period, and are net the annual management fee and expenses but 
exclude any potential performance fee.  Investment returns may vary (i.e. higher or lower) from those listed above for clients whom made such 
changes / alterations over the period.

INTAC Performance Review:

Investment / Index / ETF
2019 % Chng
(Dec 31, 2018 -
Dec 31, 2019)

2018 % Chng
(Dec 31, 2017 –
Dec 31, 2018)

2017 % Chng
(Dec 31, 2016 –
Dec 31, 2017)

2016 % Chng
(Dec 31, 2015 –
Dec 31, 2016)

Cumm %
Chng (Dec 31,
2015 - July 15,
2022)

INTAC Investment Philosophy Aggressive 83.2% -37.4% 32.1% 111.2% 283.2%
S&P 500 Index 28.9% -6.2% 19.4% 9.5% 89.0%
Gold Bullion Spot Price 18.3% -1.6% 13.2% 8.5% 61.0%
Global X Silver Miners ETF (SIL) 32.6% -23.3% 1.7% 73.5% 29.4%
ETFMG Prime Junior Silver Miners ETF (SILJ) 54.7% -29.2% -5.7% 137.3% 72.2%
VanEck Vectors Gold Miners ETF (GDX) 38.8% -9.3% 11.1% 52.5% 86.5%
VanEck Vectors Junior Gold Miners ETF (GDXJ) 39.8% -11.5% 8.2% 64.2% 56.4%
Direxion Daily Gold Miners Index Bull 3X (NUGT) 99.1% -44.8% 3.7% 57.3% -69.4%
Direxion Daily Junior Gold Miners Index Bull 3X (JNUG) 81.3% -48.1% -20.4% 79.7% -95.3%
The above INTAC returns are for all client account invested capital, whom did not change their investment philosophy and/or client margin 
and/or contribute / redeem capital from their investment account during the period, and are net the annual management fee and expenses but 
exclude any potential performance fee.  Investment returns may vary (i.e. higher or lower) from those listed above for clients whom made such 
changes / alterations over the period.
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$0.48 to $0.24 AUD) until most all investors are whipsawed out of their share positions.  Once the required 
accumulation is attained or the max time for the strategy is reached the market maker will run the stock price up 
(e.g. $0.24 AUD up to $2.40 AUD) - while coordinating closely with the company as all the great news seems to 
then flow out -  for a 5X to 10X RETURN depending on the average entry price.  Such a strategy can take a few 
years to play out and I would not be surprised if something like this occurs for RSG-ASX.  In any event our 
investment RSG-ASX will likely be a volatile journey and will require patience.” 
 
Further, RSG-ASX is a highly leveraged play on a higher gold price due to the higher AISC’s (e.g. currently around 
$1,400) for the over 340K ounces of annual gold production estimated in 2022 from its West Africa operations.  
That said, as previously advised, we expect the AISC for RSG-ASX to come down over time (e.g. AISC are forecast 
to come down to closer to $1K) which should transition some of the expected beta to alpha for this holding.  The 
currencies of West Africa are also effectively pegged to the Euro and the significant decline in the EUR relative to 
the USD over the period should further help reduce the AISC. 
 
Another one of INTAC’s G&PM holdings with operations in West Africa that is an extremely well-run company is 
Endeavour Mining (CAD) (EDV-TSX) see https://www.endeavourmining.com/ for more details.  Also see below 
an excellent interview by Rick Rule of Sebastien de Montessus, President & CEO, of Endeavor Mining: 
 
 

Endeavour Mining Interview & Deep Dive: 
Jul 21, 2022, Rick Rule interviews Sebastien de Montessus, President & CEO, of Endeavor Mining 
Endeavour Mining Interview - YouTube 
 
I hope you enjoy this interview with Endeavor Mining.  Note that this is not an investment recommendation.  I own 
shares in this company, and I will own shares in every company that I interview in this series.  This interview is 
meant to further my investor education effort, by focusing on real lessons that can be observed by studying real 
companies. 
 
There are things to watch for in this interview: the building of a major mining company from scratch; building a 
company around strengths in both exploration and acquisition; execution (mine building and operating 
competence); and a real lesson in perceived, rather than actual political risk. 
 
For me, the most important takeaway is measuring performance using per share metrics: valuing new expenditures, 
acquisition, development, and exploration, against the simple benchmark - is this expenditure accretive, on a per 
share basis, or should we deploy capital by buying back shares. 
 
 
In a similar light, due to the decline in the AUD relative to the USD, among other factors, several of Australia’s 
very best gold miners offer very attractive risk / return potential (e.g. Newcrest Mining Limited (AUD), Northern 
Star Resources Ltd. (AUD), Evolution Mining Ltd (AUD), Bellevue Gold Ltd. (AUD), West African Resources 
Ltd. (AUD), and Resolute Mining Limited (AUD)) and position size in these companies is being built back.  Further, 
Australian gold mining companies that operate in West Africa (e.g. West African Resources Ltd. (AUD) (WAF-
ASX) and Resolute Mining Limited (AUD) (RSG-ASX)) where the currencies are effectively pegged to the EUR, 
which has also experienced a significant decline relative to the USD, as discussed above, should also benefit from 
declines in the currencies where their operations and expenses are based relative to their USD gold revenues.  This 
is in addition to the declines of the costs associated with their administration offices in Australis due to the decline 
in the AUD relative to their USD gold revenues (i.e. currency wins all the way around). 
 

https://www.endeavourmining.com/
https://www.youtube.com/watch?v=Uxq6wZ5p-wY
https://hopin.us12.list-manage.com/track/click?u=a1ba87a00a51a019cbc030b16&id=b08e3fa0b1&e=53345275c7
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INTAC’s significant Alpha / Outperformance relative to all gold and silver mining ETFs listed above (i.e. both 
leveraged and unleveraged) was in part a result of my investment strategies and associated models (e.g. G&PM 
market timing models, G&PM sector rotation models (e.g. gold and silver), G&PM market capitalization and beta rotation 
models (e.g. large cap / mid-cap / small cap), among others) that have provided significant Alpha / Outperformance since 
December 31st, 2015.  INTAC’s Outperformance was also a result of select deep value investments being made 
over the prior period (e.g. in four oil and gas companies, a high-grade nickel mining company, and a gold mining 
company all with operations in Russia) which pro-offered meaningful unrealized gains, over the later part of the 
prior period and continued to provide excellent relative gains in the current period, and five of these investments 
potentially offer diversification and hedging benefits to our core long-term G&PM investments. 
 
I have been actively investing for 30 years and I regularly complete an attribution analysis of my returns and risks 
to continue to improve my investment strategies, investment models and investment management process to 
improve my Alpha / Outperformance on a repeatable and consistent basis.  My G&PM investment strategies and 
investment models continue to provide significant Alpha / Outperformance and as such I am in the fortunate position 
to be able maintain a highly liquid and highly diverse book of G&PM investments in my ongoing pursuit of 
continuing to provide significant Alpha / Outperformance. 
 
As previously advised, “that said, I continue to look for opportunities to diversify, from G&PM, into alternative 
investments that also exhibit deep value and offer stellar long-term return potential.  As previously discussed in my 
past IIC’s, oil and gas related investments not only provide diversification benefits they can also act as an effective 
hedge against rising energy costs (i.e. in that this is very good for energy companies’ revenues but can hurt some 
gold and silver miners through increased operating costs)”. 
 
Further, as previously advised, “INTAC bought shares in a massively discounted high grade nickel miner and this 
nickel is required for the batteries that are required for the GO GREEN initiative to combat global climate change.  
INTAC bought shares in massively discounted oil and gas companies which provide the energy needed to complete 
the transition to Go GREEN for select European countries.  These shares were bought as GDR’s and ADR’s, the 
day before they were suspended from trading, at massive discounts to NAV, and the underlying shares resumed 
trading on March 24th, 2022, on the MOEX, and is where these shares are priced.  Further, additional, forex 
appreciation, since purchasing these shares, has continued to benefit all these shares, including one of our G&PM 
holdings.  I expect that these shares, much like RSG-ASX, are currently storing massive value / energy for our 
portfolio, and that over time these shares may continue to unlock this massive deep value (e.g. 10X’s return potential 
over the medium to long term) for all INTAC accounts.  However, the volatility with these share, much like RSG-
ASX, can be extreme in percentage terms especially during the bottoming / whipsawing / basing process and then 
potentially during the initial rallying phase (e.g. all be it with easier upside volatility to stomach) and of course 
such investments have numerous potential risks associated with them including the loss of capital.  INTAC is 
comfortable with our position size, expected time horizon, and potential risk / reward profile for these investments.” 
 
In our research of the worldwide selection of G&PM investment managers (e.g. see www.mineralfunds.com for all 
G&PM Fund performance details), INTAC ranks as the #1 Top Performing G&PM Focused Investment Manager 
in the World since 2015-YE based on USD return comparisons.  This significant Alpha / Outperformance was 
achieved through my Multi Strategy - Model Driven - G&PM Focused Investment & Risk Management Process - 
which is fully scalable due to our diverse and highly liquid G&PM investments together with my ongoing deep 
value investing initiatives. 
 
SINCE 2015-YE MY MULTI STRATEGY - MODEL DRIVEN G&PM FOCUSED INVESTMENT & RISK 
MANAGEMENT PROCESS HAS GENERATED MORE THAN 3.2X THE RETURN OF GDX AND 5X 
THE RETURN OF GDXJ, THE WORLD’S TWO LARGEST GOLD & PRECIOUS METALS MINING 
EXCHANGE TRADED FUNDS. 
 

http://www.mineralfunds.com/
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Further, since 2015-YE, these excess returns were generated often with significantly less risk employed as my 
G&PM strategies often included significant beta adjusted market neutral pairs trading strategies and other 
significant hedging strategies. 
 
INTAC’s Alpha (i.e. Excess Returns) have been generated through the creation and implementation of multiple 
investment strategies which utilize a model driven investment process focused principally on the G&PM sector (i.e. 
GO GOLD) and more recently I am building similar models and analysis in the Ecology sector (i.e. GO GREEN).  
For example, I construct and manage: Relative Value Investment Strategies (e.g. long a basket of select G&PM 
stocks and short G&PM ETF’s (e.g. GDX and/or GDXJ and/or SIL and/or SILJ)), Event Driven / Special Situation 
Investment Strategies (e.g. overweight select takeover candidates within the long G&PM basket), Market 
Capitalization & Beta Rotation Investment Strategies, Sector Rotation Investment Strategies (e.g. gold, silver, and 
in part battery metals and/or other Go Green metals), Currency (e.g. CAD/USD, AUD/USD, JPY/USD and/or 
JPY/CAD, MXN/USD, GBP/USD, RUB/USD, among others) Hedging Strategies, and a Models Driven Market 
Timing Investment Strategy whereby INTAC’s net exposure may be significantly increased (e.g. including the use 
of margin) or decreased (e.g. to 100% cash equivalents and/or gold and/or silver bullion and/or to a net short G&PM 
exposure) ideally at opportune times with the primary focus on G&PM. 
 
However, over time INTAC will also be implementing multiple investment strategies utilizing model driven 
investment processes focused principally on the ESG AND/OR ECOLOGY AND/OR CLEAN ENERGY AND/OR 
CLEAN WATER AND/OR GREEN BOND AND/OR RELATED INVESTMENTS (“GREEN”) using the same 
models and analysis applied to the G&PM sector to the GREEN sector.  This analysis and modeling work and its 
applications are well advanced and when the time is right to begin a gradual process of partial rotation form GO 
GOLD to GO GREEN these same investment strategies applied to the uncorrelated and very dynamic GREEN 
sectors for INVESTING IN GOOD, over the long term, should further enhance our stellar risk adjusted returns. 
 
Bottom line, my G&PM Indicators, that I use, together with numerous other studies, analysis, and indicators, (e.g. 
Fundamental Analysis, Macro Economic Analysis, Geopolitical Analysis, Interest Rate & Inflation Analysis, Inter 
Markets Analysis, Fund Flows Analysis, COT & ETF Positioning Analysis, Elliot Wave Analysis, Sentiment 
Analysis, Cycle Analysis, and Technical Analysis) to try to determine where we are in the G&PM cycle, which I 
discussed in my IIC 2018-Q2, and which I implemented and have significantly refined, especially since December 
31st 2015, have greatly assisted me in generating significant outperformance for INTAC since December 31st 2015. 
 
Further, I am happy to report that the more recent adjustments I have made to my studies, analysis, models, and 
indicators, since the commencement of 2019, regarding my early recognition / belief that we have entered the second 
half of the G&PM secular bull market (i.e. that I discussed in my past IIC’s), have further improved my G&PM 
investment management process and results - ESPECIALLY ON A RISK ADJUSTED BASIS.  This is 
demonstrated in the above INTAC Performance Review Table.  Additionally, my studies, analysis, models, and 
indicators are successfully being adapted and applied to the GREEN sector in anticipation of additional future use. 
 
Thus, in arithmetic terms, since 2015-YE to July 15th, 2022, I am happy to report that I have been able to 
generate for us all: 
 194% OF ALPHA / EXCESS RETURNS TO THAT OF THE S&P 500; 
 222% OF ALPHA / EXCESS RETURNS TO THAT OF GOLD BULLION; 
 254% OF ALPHA / EXCESS RETURNS TO THAT OF SIL (i.e. Silver Miners ETF); 
 211% OF ALPHA / EXCESS RETURNS TO THAT OF SILJ (i.e. Junior Silver Miners ETF); 
 197% OF ALPHA / EXCESS RETURNS TO THAT OF GDX (i.e. Gold Miners ETF); 
 227% OF ALPHA / EXCESS RETURNS TO THAT OF GDXJ (i.e. Junior Gold Miners ETF); 
AND IN ABSOLUTE TERMS, 
 1153% OF OUTPERFORMANCE TO THAT OF NUGT (i.e. Leveraged Gold Miners ETF); AND 
 8,071% OF OUTPERFORMANCE TO THAT OF JNUG (i.e. Leveraged Junior Gold Miners ETF)! 
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We are even more pleased to report that, over this period and since 2015-YE, INTAC’s outperformance was attained 
with even better risk adjusted performance.  I was able to significantly reduced risk, on numerous occasions, through 
high levels of cash, reduced net G&PM exposure and even negative net G&PM exposure - often at opportune times 
and through my effective implementation of market timing, pairs trading, and other hedging strategies.  For 
example, on numerous occasions I have sold GDX and/or GDXJ and/or SIL and/or SILJ short relative to core longs 
in select best of breed mid-tier gold and silver producing mining companies and longs in the World’s best 
performing active G&PM Funds (i.e. as basket pairs trades) which reduced our portfolio’s overall risk profile 
through the implementation of a beta adjusted market neutral strategy while pro-offering attractive combined returns 
over the medium to long term.  Again, these strategies proved highly effective during the G&PM drawdowns in 
2020 and during the ongoing consolidation / range trading market since August 5th, 2020, relative to the other 
G&PM leveraged products. 
 
In addition to our Russian holdings, my focus remains on the best G&PM producers, in the mid-tier to the high end 
of the junior market capitalization space, that have excellent liquidity, including the best silver producers, as well 
as G&PM Funds / ETF’s that in turn focus on the same.  As an active investment manager, with a partial focus on 
the G&PM sector, I remain focused in this sector on gold and silver producers with the highest quality assets, 
effective management teams with a commitment to maximizing free cash flow / profits and returns to shareholders 
often through dividends, who also operate in an ethical and sustainable manner in line with our own ESG principles.  
Through an emphasis on high quality companies, with good liquidity and attractive buying power, my investment 
approach in the G&PM sector is intended to deliver superior returns under all market conditions relative to a passive 
holding in gold & silver mining equities. 
 
 
UPDATE ON SOME CURRENT INVESTMENT POSITIONING AND 
POTENTIAL INVESTMENTS & STRATEGIES: 
 
 UPDATE ON GOLD AND PRECIOUS METALS MINING SHARES / FUNDS / ETF’S AND/OR GOLD 

AND/OR SILVER BULLION AND/OR RELATED INVESTMENTS (“G&PM”) TIMING: 

 
The below section is an exact extract from my IIC 2022-Q1 that was spot on the money and is very relevant at this 
time and as such I encourage the reader to read or re-read this section.  I have also updated the BGMI chart in 
consideration of my forecast.  In hindsight, which as we all know is 20/20..., I should not have allowed myself to 
have been talked back into the G&PM market early over this past period during investment management committee 
discussions... as I not only very accurately forecasted the selloff, I also built the models and indicators that very 
accurately predicted it! 
 
From my past IIC 2022-Q1 I wrote as denoted in italics: 
 
I forecasted, in my IIC 2018-Q1, that the second major leg up in the 2nd half of the Secular G&PM Bull Market 
would begin in 2018-Q4.  Further, when others were panicking, during the G&PM take-down in August and 
September 2018, I remained confident in my analysis and forecasts.  In fact, due to my extensive analytical work, 
which I partially expressed in my G&PM Indicators, which I presented a sample of and discussed in my IIC 2018-
Q2, I concluded that our G&PM investments were a screaming buy during the August and September 2018 G&PM 
sell off.  The same events unfolded in late February and the first half of March 2020, and I was able to capitalize 
on these even better due to the improvements I made to my system since the start of 2019.  I suspect that the low 
prices seen in G&PM in 2020-Q1 may not be seen again in this Secular G&PM Bull Market and potentially not for 
an exceptionally long time.  As I forecasted in my past IIC, another scary climactic spike down (e.g. like August 
2018 followed by a period like 2018-Q4) developed in 2021 and the end of 2021-Q3 / September 29th 2021, window 
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dressing by the bullion banks, low may also mark the ultimate low of this consolidation that began on August 5th, 
2020, and this may also provide the fuel for a massive third leg up in the 2nd half of the Secular G&PM Bull Market.  
I also previously forecasted there would be a retest of this low between December 4th to 24th 2021 and that also 
occurred as I forecast (i.e. on December 15th, 2021).  I further, advised that: “I think the banking cartel may try 
to run the stops below the September 29th, 2021, lows in gold and silver mining shares” if the next one step back 
in inflation occurs.  I advised that this could potentially occur by April or May 2022, when the early 2021 
reopening boom becomes the base for year-on-year inflation comparisons, as a big fall in the 12-month inflation 
rate can be forecast with mathematical near-certainty, another reason why markets that look ahead are less 
worried about inflation than headline writers, who are always prone to extrapolate the recent past into the future.  
However, this decline in inflation may not be as big as thought if inflation enhancing geopolitical events, brought 
about by the China / Russia Strategic Bloc are sustained and potentially even further enhanced”.  Well, this too 
is exactly what has occurred! 
 
I further wrote in my past IIC:  “That said, if the banking cartel can achieve this objective, then the 50% FIB 
retracement in the gold price at ~$1550’ish, that I have been discussing over my past commentaries, comes into 
play.  This would most assuredly clear out virtually all investors of their G&PM positions with the banking cartel 
of course being on the receiving side, prior to the commencement of the third major leg up being the fifth major 
Elliot wave of the Secular G&PM Bull Market.  The third major leg up in the 2nd half of the Secular G&PM Bull 
Market will mark the fifth major Elliot wave and the fifth – advancing - wave usually develops into an extended 
complex set of waves that end with the mania wave which culminates into a final blow off top where 90% of the 
overall gains of the entire secular bull market are attained in 10% of the time.  If the secular G&PM bull market 
ends around 2030 (e.g. with the Global Debt Super Cycle Reset (“GDSR”)), then 10% of the total ~30-year period 
(i.e. ~2000 to ~2030) is ~three years.  It is during this three-year period of a parabolic move that fortunes are 
made, and it is for this reason that INTAC will remain committed to our concentrated and overweight G&PM 
strategy until my studies, analysis, models, and indicators advise to do otherwise.  What might be the catalyst for 
the bottoming of the current Major 4th Elliot Wave decline and commencement of the Major 5th Elliot Wave 
advance, well as you now know, there are numerous catalysts all of which I have discussed at length in my past 
IIC’s.  Specifically, one of nine negative supply shocks presented by Dr Nouriel Roubini may occur over the next 
year or so which may provide the ignition to, un-anchor inflation expectations, and ignite the highly primed 
global fiscal and monetary expansionary regimes around the world, causing sustainable rising inflation, 
declining real yields (e.g. even with nominal yields rising), a recognition of the Global Debt Supercycle (“GDS”) 
and sovereign credit quality concerns, a strongly declining USD together with most other FIAT currencies 
relative to finite and real hard assets especially gold and silver, heated geopolitics during difficult financial times 
and global debt restructuring, among other catalysts.  Or the catalyst may simply be an announcement by China, 
like what Russia is now doing, that it will back its currency with gold and possibly also with a basket of other 
commodities together with gold and an announcement of the massive amount of gold China has accumulated in 
audited reserves that to date is undisclosed (i.e. which I previously suggested was China’s long-term strategy back 
in 2004).  Or as I have also previously suggested back in 2004 to Martin Barns at the BCA Investment Conference 
at the Park Plaza and now Charles Gave of GAVEKAL RESEARCH has suggested and John Hathaway of SPROTT 
has illuded to “global energy transactions will be settled in gold” between the emergence of two blocks (i.e. THE 
WEST & THE REST). 
 
As previously wrote, I expect the next decade (i.e. prior to 2030-YE) will provide - A Biblical Deliverance 
Through Precious Metals Investments - for informed investors, from the darkness that will be cast in 
the Global Debt Super Cycle Reset (“GDSR”).  This process is initially being realized in a stair step fashion and 
as asset allocation shifts into G&PM progress over time the advancing phases in G&PM should increase in 
magnitude and end with a parabolic mania blow off top. 
 
However, I expect the volatility of G&PM to significantly increase as we transition towards and into the 5th Elliot 
Wave Advance.  In fact the pullback in G&PM that I forecasted to occur in April / May 2022 has recently 
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commenced in the second half of April and may extend into May and even to mid-June (e.g. to the June 15th FED 
Meeting that is associated with a summary of Economic Projections).  As such, I expect the black line on the chart 
below, which is the current Barrons Gold Mining Index (BGMI) Bull Market since 2016, to decline to below the 
pink line but stay above the red line and then proceeds to advance in a pattern like both these lines and possibly 
remains, mostly, between these two lines until this G&PM bull market’s climatic top is reached which I believe will 
be significantly higher than the tops in 2008 and 1968.  See chart below of Gold Bull Markets that Followed Bear 
Markets for the Barrons Gold Mining Index (BGMI): 
 

 
 
As I predicted this ongoing G&PM consolidation has developed into a long, exhausting, and volatile trading range 
with the intent of wearing down G&PM investors and whipsawing G&PM traders off the G&PM secular bull 
market.  This is even more clearly seen in the charts of G&PM ETF’s (e.g. GDX, GDXJ, SIL, & SILJ) contained in 
the INTAC G&PM Related Charts section of this IIC.  We are now 21 months into the open hunting season on gold 
bugs which is typically into the second half of the consolidation / trading range and the ultimate low of this 
consolidation range has likely already occurred.  This may have occurred on August 9th for gold and September 
29th, 2021, or December 15th, 2021, or January 28th, 2022, for gold and silver mining shares depending on the 
INDEX/ETF.  However, as discussed above there is still an opportunity for the banking cartel to run the stops in 
G&PM as we are advancing into the one step back inflation move (i.e. prior to another two steps up & one step 
back ongoing advances in inflation).  Further, the FED is turning very hawkish, together with other supporting 
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central banks, exactly when this one step back in inflation, due to base effects, should occur, and combine this with 
a well-timed gold price smash by the cartel (i.e. when real rates are increasing significantly because of the Fed’s 
well timed policy pivot) and you have the potential for a G&PM stop loss run.  However, on the other side of the 
investment spectrum is the China / Russia Strategic Bloc who are continuing to advance G&PM supportive 
strategies (e.g. China increasing inflation through factory shutdowns, ports and shipping shutdowns, causing major 
goods shortages and supply chain disruptions, China is potentially accumulating commodities for further 
infrastructure development projects further supporting and pressuring elevated commodity prices, further China is 
instituting restrictions and tariffs in two major commodities — fertilizer and pork and cutting back on steel 
shipments may follow as well as exports of rare earth elements, and Russia is increasing energy costs, other 
commodity costs, and causing a food crisis all of which are very inflationary). 
 
 
PLEASE SEE UPDATED CHART BELOW WHERE MY FORECAST OF THE RECENT DECLINE IN G&PM 
MATERIALIZES EXACTLY AS I FORECAST (I.E. SO FAR): 
 

 
 
TIME WILL TELL IF G&PM ARE ABLE TO OVER COME THE FAR MORE ACTIVELY MANAGED 
MARKETS OF TODAY’S POLICY MAKERS (E.G. THEN WAS THE CASE IN THE LATE 60’S AND PRIOR 
TO THE GFC IN 2008...) INCLUDING THE GOLD PRICE SUPPRESSION SCHEME MANAGED BY THE 
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BULLION BANKING CARTEL AND PROCEED TO PROVIDE THE STELLAR GAINS ATTAINED IN FOUR 
OF THE PREVIOUS G&PM BULL MARKETS (I.E. SEE CHART ABOVE) AND FOR WHICH I CONTINUE 
TO FORECAST WILL OCCUR OVER THE COMING YEARS.  I WOULD BE VERY SURPRISED IF THIS 
G&PM BULL MARKET, THAT PREVIOUSLY DECLINE BY MORE THAN ALL THE OTHER 
PROCEEDING BEAR MARKET DECLINES, DOES NOT AT LEAST MATCH THE RETURNS OF THE 
FOUR SUBSEQUENT BULL MARKETS (I.E. 554%, 581%, 596%, AND 616%) IN THE BGMI, AS SHOWN 
IN THE CHART ABOVE, ESPECIALLY CONSIDERING THE CURRENT BULL MARKET IS ONLY NOW 
UP ~ 200%. 
 
 
In my past IIC I wrote the following which is spot on the money and still very applicable:  “The Fed’s analysis of 
inflation focuses not on the CPI but on the personal consumption expenditure price index. This index is less 
volatile than the CPI and moves in more consistent trends.  Last year’s low readings in the PCE mean the year-
on-year comparisons looked uncomfortably high in October and November 2021 when the gold (EOD) price hit 
$1879.50.  However, this base effect diminished in December and by April or May 2022, when the early 2021 
reopening boom becomes the base for year-on-year comparisons, a big fall in the 12-month inflation rate can be 
forecast with mathematical near-certainty: another reason why markets that look ahead (e.g. TIPS market) are 
less worried about inflation than headline writers, who are always prone to extrapolate the recent past into the 
future.  So, as markets are forward looking, going into March 31st, 2022 / 2022-Q1 end window dressing period, 
this base effect may present another opportunity for the banking cartel to suppress the gold price at 2022-Q1 end 
and/or into 2022-Q2 provided the China / Russia Strategic Bloc is not able to advance geopolitical initiatives 
targeting higher inflation that usurp this base effect. 
 
This inflation timing sets up an opportunity for the banking cartel to try to smash gold, again, to further increase 
their G&PM position size in the first half of 2022 (i.e. potentially another five month of potentially a difficult 
period for G&PM) prior to the 5th Elliot Wave advance commencing and/or really getting going.  However, there 
are numerous structural forces driving the primary determinates of the G&PM secular bull market, including 
higher medium to long term global inflation rates and inflation expectations, that should drive the G&PM price 
action higher in the 2nd half of 2022 commencing the 5th Elliot Wave advance of the G&PM secular bull market 
into 2023.” 
 
Again my above forecasts and those contained in more detail in my past IIC were all spot on the money and are 
still very applicable. 
 
Additionally, sooner than later, I am expecting the US Dollar to stop rising and eventually head down as 2022 
progresses which would provide a tail wind for G&PM. 
 
Back to the date of this IIC, we have recently seen a stop loss run on GDXJ and SILJ with all the open GAP’s being 
covered on these charts.  However, the stop run on GDX has not yet covered the final open unadjusted GAP at 
$24.37 to $24.26.  In fact on July 25th the low on GDX was $24.38/$24.37 just above the unadjusted GAP.  I write 
unadjusted GAP as the GAP adjusted for dividends issued by GDX now resides at $23.83 to $23.72 and it is possible 
and likely that this final GAP gets covered before the commencement of the major 5th Wave advance.  There is also 
a major long-term support trendline on GDX from the 2018-Q3 low, (i.e. that runs parallel to the resistance highs 
trendline from August 2016 to 2020-Q2 to 2020-YE to 2021-Q2 to 2022-Q2 start), residing at approximately $20.77 
that could be reached in an overall liquidity event (e.g. potentially in August thru October 2022).  So, we may not 
be out of the woods just yet... (i.e. the 4th Wave decline may have not yet turned up on a sustainable basis...).  
However, we believe these stop runs present an awesome investment opportunity to accumulate additional G&PM 
holdings right now and during the coming months especially if the current whipsaw G&PM market continues and/or 
an overall liquidity event occurs, and/or all GAP’s get covered on GDX during the next three months.  Key dates 
to potentially add to G&PM positions may occur on or around Central Bank Policy Meetings (FED and ECB in 
particular), and/or Growth / GDP releases, and/or Inflation releases.  At some point, potentially following a period 
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of the market believing in a perceived soft-landing and a goldilocks environment (i.e. even if only a mirage...) as 
promoted by the market maestro’s being the “omnipotent” FED and US Treasury, I expect the markets will 
eventually realize the fundamentals of structurally higher level of inflation (e.g. 4% to 7% longer term) and 
declining growth rates that the West has transitioned into (I.E. THE STAGFLATIONARY ENVIRONMENT I 
FORECASTED WELL OVER A YEAR AGO!!!) will initially result in a stagflation light environment (i.e. which 
again I forecasted over a year ago would occur).  Further, I continue to forecast that this stagflation light 
environment will eventually transition into a full stagflationary environment following further attacks, by the China-
Russia-Iran-North Korea Strategic Block, targeted at increasing the West’s debt and inflation and/or reducing its 
growth/GDP.  I also do not believe the West currently has, or will have in sufficient time, a technology(ies) that are 
capable of provide the productivity enhancements required to overcome the structural forces (i.e. that Dr Nouriel 
Roubini and I have outlined in detail over my past IIC’s) that are driving the West to this inevitable stagflationary 
environment.  Eventually, the economic data and/or financial conditions will cause a pivot in the Hawkish rhetoric 
by Central Bankers (e.g. the ECB may lead the FED in this pivot as Europe transitions into a recession exacerbated 
by Russian gas being cut off).  I expect G&PM may bottom and turn up prior to this pivot and prior to most markets.  
Further, quality juniors and mid-tiers may lead the majors in the turn as the rotation from large cap to mid-tiers and 
juniors progresses into the Major 5th Wave G&PM Advance.  That said the cartel is gunning for a stop run on gold 
bullion which to date has still held up above the three lows around $1675 registered in 2021.  However, the cartel-
controlled paper gold price is again knocking on this $1675 door... a fourth time... and should this door open... then 
a final capitulation low would likely result (i.e. in all G&PM).  Most G&PM investors are reminded of 2013... 
however, it could go either way... the door may only briefly and moderately open (e.g. the gold price may bottom 
at approximately $1657... which is approximately 10% below the 200 dma and at the 200 wma) followed by a sharp 
short covering rally.  Alternatively, a successful FED and cartel orchestrated gold smash... may take the gold price 
all the way down to approximately $1560 (i.e. the 50% FIB) that I have been discussing as a risk management 
possibly when I forecast this decline following the highs in August 2020.  In either case it is likely the rotation from 
GDX holdings into GDXJ and SILJ holdings, that appears to be underway, accelerates during the associated 
capitulation sell off in G&PM at which time GDX will cover all GAP’s including adjusted GAP’s.  In either case 
those who have completed their capital contribution paperwork and are ready and positioned with dry powder at 
INTAC will be able to capitalize on adding to G&PM holdings, at what should be phenomenal entry levels, through 
a DCA strategy starting July 29th, 2022, and running over Aug., Sept., and October 2022 month ends. 
 
 GO GOLD TO GO GREEN AND INVEST IN GOOD: 

Since 2004 my master strategy has been to invest principally into G&PM with the objective of benefiting over time 
and hopefully in a very big way in the end from having a large allocation to G&PM when the inevitable Global 
Debt Supercycle Reset (GDSR) is resolved.  The GDSR has most assuredly been further accelerated by the global 
response to Covid (i.e. as I have discussed at length in my past IIC’s).  The objective of INTAC’s G&PM strategy 
is to generate on a relative basis significant wealth during the GDSR so that this wealth can be allocated, through a 
dollar cost averaging strategy out of G&PM (i.e. during the GDSR process), into INVESTMENTS IN GOOD.  The 
investments in good that I have been researching over the years together with a colleague include numerous Ecology 
Funds, Clean Water Funds, Clean Energy Funds, Green Bonds, and a selection of their underlying investment 
holdings (i.e. see https://ecologyfunds.com/index.php/fund-assets/ for more information) including select ESG 
Investments / Impact Investments / & Stakeholder Capitalism Investments.  As an aside, during my term as 
Industrial Liaison Office for the Materials & Metallurgical Engineering Department at Queens University during 
third- and fourth-year engineering in the late 80’s early 90’s I incepted the concept of an environmental research 
laboratory and secured millions of dollars of funding from the Canadian Government for select professors in the 
Engineering Department at Queens University for them to advance solutions to our most pressing environmental 
issues at the time (e.g. Nuclear Waste Disposal, Extraction of Heavy Metal Ions from Plant and Factory Effluent 
Streams, Recycling Batteries, etc.).  I HAVE ALWAYS HAD A PASSION FOR INVESTING IN GOOD and I 
VERY MUCH ENJOY ADVANCING MY GO GREEN INVESTMENT RESEARCH INITIATIVES 
ALONGSIDE MY GO GOLD INVESTMENT RESEARCH INITIATIVES. 
 

https://ecologyfunds.com/index.php/fund-assets/
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 ENERGY LONGS : 

I continue to see an investment opportunity in several select traditional energy related companies (e.g. Schlumberger 
Ltd. (SLB) (i.e. whom I use to work for, in the early 90’s, as a wireline field engineer in South America and 
throughout the Middle East), among others who exhibit deep value and ideally have an active ESG policy in place, 
which will enable the transition to GO GREEN possible).  [JMP Update – INTAC has invested into four deep value 
oil and gas investments on March 1st 2022.] 

 

 

Goehring & Rozencwajg Associates, LLC 
The Energy Crisis is Here - What's Coming Next? 01/ 06/ 2022 
 
The energy crisis has just started.  Over the next decade, this new cycle will unfold with many unanticipated twists 
and turns.  The investment implications and opportunities remain incredibly large.  In an ironic twist, institutional 
investors have little to no exposure to energy stocks.  We would not be surprised if energy ended up representing 
investors’ single largest exposure at some point before the decade is over.  For all investors, we continue to 
recommend maximum exposure. 
 
Long term investment in America and its allies, including the world’s leading technological innovators, is a must 
and can take many forms (e.g. farmland, house(s), one’s own business / one’s own career in the West, stocks, bonds, 
etc.) and should represent, at more attractive valuations, about 80% of one’s investable net worth.  The greatest risk 
I see to such exposure and investments in the West is the GDSR and the initiatives being advanced by the China / 
Russia Strategic Bloc in advancing this GDSR.  So, it is my belief that the most effective hedge, for about an 80% 
exposure to the West, is to buy what the China / Russia Strategic Bloc is buying (e.g. Gold & Silver and their 
miners) for about 20% of one’s investable net worth.  As for the other 80% there may well be a seismic shift of 
capital into the “Green” investment universe that lasts several decades which will continue to present enormous 
opportunity for the metals, materials, and energy, as well as in the innovators who develop the solutions required, 
to GO GREEN. 
 
 POTENTIAL INVESTMENTS IN OTHER SELECT AREAS WITH STRONG FUNDAMENTALS 

INCLUDE: 

Potential Investment in: 
EV BATTERY AND RELATED METALS (E.G. LITHIUM, COBALT, AND NICKEL) MINING Companies; 
GLOBAL FERTILIZER Companies in particular Bio-Fertilizer Companies; 
FUSION TECHNOLOGY Companies; 
CYBER SECURITY Companies; 
HIGH SPEED INTERNET & 5G Related Companies; 
ARTIFICIAL INTELLIGENCE Companies;  
INTERNET OF THINGS (IoT) Related Companies; 
CRISPR TECHNOLOGY Investments; and 
Potentially, after a major sell off... [JMP Update: We’re not there yet...] Crypto... such as Ethereum and/or 
blockchain related applications.  
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Research continues in these potential investment areas and details remain confidential.  The Go Green investment 
universe primarily has valuations on the expensive side, still, so, INTAC is awaiting further crisis or technological 
innovations to present additional deep value investment opportunities in this area. 
 
As you know the INTAC Investment Philosophy Aggressive and INTAC Global Investments – Managed Allocation 
& Gold Asset Class Portfolio is not restricted from investing in any asset classes, geographical regions, sectors, 
and/or industries, etc. and short selling and the use of leverage is permitted all of which do not require notice.  
However, INTAC does endeavor to keep you well abreast of our investments and strategies through these quarterly 
IIC’s and quarterly client account statements. 
 
 
BRIEF DESCRIPTION OF THE CURRENT INVESTMENT STRATEGIES, 
STUDIES, ANALYSIS, AND INDICATORS USED TO ASSIST ME WITH 
GENERATING INTAC’S STELLAR RELATIVE AND ABSOLUTE 
PERFORMANCE SINCE 2015-YE: 
 
Currently, the INTAC MANAGED ALLOCATION & GOLD ASSET CLASS PORTFOLIO (“IMA&GACP”), 
the sole investment strategy in the INTAC Investment Philosophy Aggressive, is not asset class, sector, and/or 
industry diversified.  The IMA&GACP is currently invested in an overweight and sometimes leveraged G&PM 
strategy, however, it does have some other investment strategies in place at times (e.g. Oil & Gas Companies and a 
high-grade Nickel Mining Company) and in the works as often discussed in these IIC’s and may include shorts 
including at times G&PM shorts.  However, the current primary focus remains an overweight, and at times 
leveraged, exposure to G&PM, however the IMA&GACP may or may not be allocated, all or in part, to other asset 
classes, any geographical regions (e.g. including exposure to Russia that due to price appreciation is increasing in 
weight), sectors, and/or industries, etc. without restriction, without notice and short selling and the use of leverage 
is permitted. 
 
INTAC’s Alpha (i.e. Excess Returns) have been generated through the creation and implementation of multiple 
investment strategies which utilize a model driven investment process focused principally on the G&PM sector.  
INTAC constructs and manages: Relative Value Investment Strategies (e.g. long a basket of select G&PM stocks 
and short G&PM ETF’s (e.g. GDX and/or GDXJ and/or SIL and/or SILJ)), Event Driven / Special Situation 
Investment Strategies (e.g. overweight select takeover candidates within the long G&PM basket), Market 
Capitalization & Beta Rotation Investment Strategies, Sector Rotation Investment Strategies (e.g. gold, silver, etc.), 
Currency (e.g. CAD/USD, AUD/USD, MXN/USD, JPY/USD and/or JPY/CAD, GBP/USD, RUB/USD, among 
others) Hedging Strategies, and a Models Driven Market Timing Investment Strategy whereby INTAC’s net 
exposure may be significantly increased (e.g. including the use of leverage) or decreased (e.g. to 100% cash 
equivalents and/or gold and/or silver bullion and/or even at times to a net short G&PM exposure) ideally at 
opportune times with the focus on G&PM.  INTAC may also include GREEN investments and is already beginning 
this process (e.g. a high-grade nickel miner to supply the required nickel for the batteries to Go Green), and at those 
times this paragraph would also be duplicated, however, the term G&PM above would simply be replaced with the 
term GREEN and the same concept would apply to the below paragraph. 
 
INTAC’s G&PM Models and Indicators together with numerous other studies, analysis, and indicators, (e.g. 
Fundamental Analysis, Macro Economic Analysis, Geopolitical Analysis, Interest Rate & Inflation Analysis, Inter 
Markets Analysis, Fund Flows Analysis, COT & ETF Positioning Analysis, Elliot Wave Analysis, Sentiment 
Analysis, Cycle Analysis, and Technical Analysis) are utilized in an effort to determine where we are in the G&PM 
cycle, which I discussed at length in my past INTAC Investment Commentaries. 
 
I have implemented and significantly refined, since December 31st, 2015, these Models, Indicators, Studies, and 
Analysis which have greatly assisted me in generating significant outperformance since December 31st, 2015, for 
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INTAC.  Further, INTAC is happy to report that the more recent adjustments I have made to my Models, Indicators, 
Studies, and Analysis since the commencement of 2019, regarding my early recognition / belief that we have entered 
the second half of the G&PM secular bull market (i.e. that I discussed in my past IIC’s), have further improved my 
G&PM investment management process and results - ESPECIALLY ON A RISK ADJUSTED BASIS. 
 
 
REBALANCING & WHERE WE ARE IN THE ONGOING G&PM SECULAR 
BULL MARKET: 
 
I forecasted in late 2015 the end of the cyclical bear market in G&PM and the commencement of the 2nd half of the 
G&PM secular bull market and then I advised in 2018-Q4 that the advancing phase of the 2nd half of the G&PM 
secular bull market has commenced and during these periods I urged all G&PM investors to reset their allocation 
to G&PM back up to their maximum comfortable allocation.  INTAC recommends that you set your overall level 
of investment in G&PM at an appropriate percentage of your total investable net worth (e.g. a percentage that you 
are comfortable with such as 5%, or 10% or 15% or 20% or possibly more - in certain circumstances) and that you 
achieve this allocation NOW DURING THE VERY LATE INNINGS OF THE 4th WAVE / G&PM PULL BACK 
AND ALLOW INTAC TO UTILIZE ITS MARKET TIMING MODELS for investment together with an agreed 
DCA strategy.  Further, we continue to recommend that you rebalance your allocation to G&PM either up or down 
to your desired percentage once annually and if the delta to achieve this reset is significant (i.e. due to a large gain 
or loss in the prior year of your various respective investments) then you should also affect this reset through dollar 
cost averaging. 
 
 
THE TRANSITION TO INFLATION WHIPSAW IS ON.  THIS SECTION 
CONTAINS UPDATED VALUE ADD RESEARCH AND COMMENTARY ON 
THE EVER IMPORTANT & EVOLVING INFLATION & GROWTH DYNAMIC: 
 
As I previously wrote in my IIC 2022-Q1:  In the next quarter or two inflation may soften while interest rates rise 
both nominal and real rates and the Fed will look like they are pulling off the impossible tightrope walk and soft 
landing... However, inflation will reassert itself after the base effects work themselves through and the ongoing 
actions of the China / Russia Bloc begin to re-assert inflationary pressure.  It is likely that inflation settles out 
around 5% over the medium term and due to the costs of debt servicing Policy makers will not be able to raise 
interest rates high enough to combat this level of inflation without inflicting severe pain on the real economy and 
financial markets and as such the stagflation risk is not off the table: 
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BCA – Martin Barnes - Inflation Whipsaw Ahead: 
 
Not surprisingly, shifts in market expectations for future inflation are highly correlated with the current rate and 
have thus spiked higher in recent months, hurting both bonds and stocks. 
 
Obvious inflation hedges would be inflation protected bonds and resources, but neither group currently is 
attractively priced. 
 
The good news is that the current panic about inflation is setting the scene for a buying opportunity in both stocks 
and bonds.  The exact timing is tricky to predict but both stocks and bonds will rally strongly later this year when 
inflation expectations retreat as it becomes clear that the economy is weakening, and the Fed softens its 
hawkish tones.  The bad news is that this bullish phase will not last much more than a year because a re-emergence 
of inflationary pressures will bring things back to earth.  The long-run outlook is one of stagflation and that will 
be a tough environment for financial assets. [JMP NOTE: STAGFLATION HAS BEEN AN AMAZING 
ENVIRONMENT FOR G&PM!!!] 
 
Martin H. Barnes 
Former Chief Economist, BCA Research 
mhbarnes15@gmail.com 
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The Fed will eventually choose propping up growth over fighting 

inflation and will start cutting rates next year, says BlackRock 
 
"The ECB and Fed will eventually choose growth over inflation, we believe," BlackRock said. "That means they 
won't have slammed demand all the way down to meet the low level of productive capacity." 

The ECB issued a hefty half-percentage point rate hike in July, and BlackRock sees it pivoting even earlier than the 
Fed with a change of course coming later this year as Europe slips into recession. 

"What's our bottom line? We expect more volatility, so we focus on nimble, tactical positioning," BlackRock said. 
"We are underweight developed market equities on a tactical horizon because central banks appear set to overtighten 
policy. We are ready to switch back to overweight once central banks pivot to a more moderate rate path." 

 

Summers, even if a recession occurs, of whatever variety, he isn’t 

sure if the Fed will be able to control inflation, which hit a fresh 

four-decade high in June. 

 
Bloomberg/Getty Images Former U.S. Treasury Secretary Larry Summers Speaks At ECNY Breakfast  

Secretary Larry Summers warned on Sunday that there is a “very high likelihood” that the U.S. will experience a 
recession this year, as the Federal Reserve continues to battle inflation with interest rate hikes. 

Summers, who began presciently warning that inflation would become a problem in the U.S. back in 2020, argued 
the Federal Reserve’s goal of ensuring a “soft landing” for the American economy— where economic growth slows 
and inflation comes down, without sparking a recession—is a “very unlikely” outcome.  

"I think there is a very high likelihood of recession. When we've been in this kind of situation before a recession 
has essentially always followed,” Summers told CNN on Sunday. “Soft landings represent a kind of triumph of 
hope over experience. I think we're very unlikely to see one." 

Summers added that, even if a recession occurs, of whatever variety, he isn’t sure if the Fed will be able to control 
inflation, which hit a fresh four-decade high in June. 

https://markets.businessinsider.com/news/currencies/ecb-raises-interest-rates-eurozone-economy-italy-draghi-russia-recession-2022-7
https://fortune.com/2022/07/13/us-inflation-accelerates9-1/
https://fortune.com/2022/07/13/us-inflation-accelerates9-1/
https://fortune.com/2022/06/15/fed-raises-interest-rates-inflation/#:%7E:text=The%20move%20the%20Fed%20announced,of%201.5%25%20to%201.75%25.
https://www.nytimes.com/2021/03/25/business/economy/larry-summers-federal-reserve.html
https://edition.cnn.com/videos/tv/2022/07/23/exp-gps-0724-summers-on-whether-recession-is-inevitable.cnn
https://fortune.com/2022/07/13/us-inflation-accelerates9-1/
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“Whether or not we put inflation fully back in the bottle with that recession is very hard to judge at this point,” he 
said. “I’ve been encouraged by the Fed’s commitment to do that. But other central banks at other times have 
professed to be committed but have not done enough once the economy turned down to actually assure that inflation 
came down substantially.”  

Summers, who was Treasury Secretary under President Clinton and a top economic advisor to President Obama, 
also noted that as a result of inflation’s staying power, he sees “a greater risk of stagflation” than the stock market 
is currently discounting. 

For months now, a slew of top economists including Mohamed El-Erian, president of Queens’ College, Cambridge, 
and chief economic adviser at Allianz SE, have warned that the U.S. economy is in the midst of the toxic economic 
combination of low growth and high inflation.  

El-Erian argued recently that inflation hit its peak in June, but he now fears that a recession is on its way, and, like 
Summers, he isn’t convinced that the Fed can bring inflation back down to its 2% target in the long run. 

"I think inflation has peaked in the U.S., at least for the next three to four months,” El-Erian told CNBC in July. 
"The problem is that inflation is going to come down with growth probably going into a recession, and that's not 
good news." 

 

IMF warns the 'world may soon be teetering on the edge of 
a global recession' as it lowers growth outlook: 
The International Monetary Fund has a severe recession warning as it forecasts slower growth for this year and 

next, according to its latest World Economic Outlook. 

Global growth is now projected to slow to 3.2% in 2022, which is 0.4 percentage points lower than in April, the 

IMF said Tuesday. 

"Global output contracted in the second quarter of this year, owing to downturns in China and Russia, while U.S. 

consumer spending undershot expectations. Several shocks have hit a world economy already weakened by the 

pandemic: higher-than-expected inflation worldwide––especially in the United States and major European 

economies––triggering tighter financial conditions; a worse-than-anticipated slowdown in China, reflecting 

COVID19 outbreaks and lockdowns; and further negative spillovers from the war in Ukraine," the World Economic 

Outlook stated. 

The number one priority is to tame inflation. But that could lead to real economic costs, including a global recession. 

"The risks to the outlook are overwhelmingly tilted to the downside. The war in Ukraine could lead to a sudden 

stop of European gas imports from Russia; inflation could be harder to bring down than anticipated either if labor 

markets are tighter than expected or inflation expectations unanchor; tighter global financial conditions could induce 

https://fortune.com/company/allianz
https://fortune.com/2022/06/12/were-now-in-a-period-of-stagflation-that-could-devolve-into-recession-el-erian-says/
https://twitter.com/SquawkCNBC/status/1550431306579935233?s=20&t=6CuoRWivEwSs6Oy-HUDlOw
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debt distress in emerging market and developing economies," the report added. "A plausible alternative scenario in 

which risks materialize, inflation rises further, and global growth declines to about 2.6 percent and 2.0 percent in 

2022 and 2023, respectively, would put growth in the bottom 10 percent of outcomes since 1970." 

According to the outlook, inflation is expected to have the most significant impact on the world economy in 2023. 

"Global inflation … is anticipated to reach 6.6 percent in advanced economies and 9.5 percent in emerging market 

and developing economies this year—upward revisions of 0.9 and 0.8 percentage points, respectively. In 2023, 

disinflationary monetary policy is expected to bite, with global output growing by just 2.9 percent," the IMF noted. 

Despite still expecting positive economic growth, the future remains uncertain and highly dependent on how various 

economies react to tighter monetary policies. 

"The outlook has darkened significantly since April. The world may soon be teetering on the edge of a global 

recession, only two years after the last one," IMF's chief economist Pierre-Olivier Gourinchas said in a blog post 

that was published at the same time as the outlook. 

The apprehension is that risks listed by the IMF in April are materializing. These include a sudden stop of European 

gas flows from Russia, stubbornly high inflation de-anchoring future price expectations, a surge in debt stress due 

to tighter monetary policies, renewed COVID outbreaks, rising threats from food insecurity, and geopolitical 

fragmentation. 

Looking at the outlook country-by-country, the IMF's downgrade to the U.S. expansion was one of the biggest. The 

U.S. is now expected to grow 2.3%, which is 1.4 percentage points lower than the April forecast. 

The risk of a recession would be at the highest levels in 2023, the IMF noted, citing growth bottoming out and 

household savings declining. 

"For example, according to the latest forecasts, the United States will have real GDP growth of only 0.6 percent in 

the fourth quarter of 2023 on a year-over-year basis, which will make it increasingly challenging to avoid a 

recession," the IMF said. 

 

The FED: 
The bottom line is the Fed is going to quickly move to that restrictive stance that will have a toll on the economy.  
It's going to get there quickly enough, whether it's an extra 25 basis points next time versus a month later.  Within 
the next six months we're going to be in a financially restrictive environment. 
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FOMC Press Conference - July 27, 2022 
https://www.federalreserve.gov/monetarypolicy/fomcpresconf20220727.htm  
 

 

BCA - Market Focus - July 27, 2022 

Another “Unusually Large” Fed Hike 

 

As expected, the Fed delivered another “unusually large” 75bp rate hike on Thursday to combat persistent 
inflationary pressures. Although the central bank acknowledged that spending and activity indicators have softened 
recently, it also highlighted that the labor market remains robust and underlying aggregate demand is solid. 

Chair Powell provided little in terms of forward guidance. Instead, he underscored that the FOMC remains data-
dependent and that decisions continue to be made on a “meeting to meeting” basis. Thus, another 75bp hike may 
be appropriate in September. 

https://www.federalreserve.gov/monetarypolicy/fomcpresconf20220727.htm
https://www.bcaresearch.com/reports/view_report/35917/di
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Regarding the outlook further out, he indicated that the FOMC is looking for compelling evidence that inflation is 
moderating and that it will be appropriate to slow hikes as conditions tighten. On the terminal rate, he acknowledged 
that the estimate has evolved, though he cited the latest Summary of Economic Projections (SEP) as the best guide 
for the committee’s outlook. He also reiterated that bringing inflation down will require raising rates to moderately 
restrictive territory. 

Ultimately, Powell’s comments suggest that markets are currently underestimating the likelihood that the Fed will 
continue to raise rates in 2023. According to the SEP, FOMC members expect the Fed Funds rate to increase to 
3.4% at the end of this year followed by another 40bps to 3.8% by end-2023. When asked whether some amount of 
contraction will be tolerated in the central bank’s effort to reduce inflation, Powell highlighted that restoring price 
stability is needed to sustainably achieve the Fed’s employment mandate. This underscores the primacy of the 
inflation mandate at the current juncture. 

Our US Bond Strategists believe that the Fed will tolerate a higher unemployment rate than many anticipate. 
Though they recommend an ‘at-benchmark’ portfolio duration stance for now, they are bearish bonds in the 
medium-to-long term. 

 

Watch "Michael Burry Market Crash 2022 - Halfway 
There": https://youtu.be/KPla4wM3zOs 

https://www.bcaresearch.com/reports/view_report/35845/usbs
https://youtu.be/KPla4wM3zOs
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 Special Report July 25, 2022 

A SNAPSHOT OF PRIOR RECESSION BEAR MARKETS: 1950 TO 2020 

• Given rising recession odds as the Fed tightens policy aggressively into an economic 

slowdown, we took a look at performance of the stock market in each of the economic 

downturns since 1950 

• In light of the recent rally in stocks off the lows, it is also worth noting that recessionary equity 

market drawdowns tend to last 14 months, on average 

• As you will see, most recessions start and end with the Fed, and we expect this time will be no 

different 

• We could be in the early innings of the economic downturn — both from a duration standpoint 

as well as the magnitude — so capital preservation should be the name of the game 

Economist called 9% inflation; this is what he predicts 
now – Steve Hanke July 18, 2022 
https://www.kitco.com/news/video/show/Market-Analysis/4121/2022-07-18/Economist-called-9-inflation-this-is-
what-he-predicts-now--Steve-
Hanke#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%
3Fshow%3DMarket-Analysis  
 
 

Inflation figure that the Fed follows closely hits highest 
level since January 1982 on July 29th, 2022: 
https://www.cnbc.com/2022/07/29/inflation-figure-that-the-fed-follows-closely-hits-highest-level-since-
january-1982.html?__source=androidappshare 
 
  

https://www.kitco.com/news/video/show/Market-Analysis/4121/2022-07-18/Economist-called-9-inflation-this-is-what-he-predicts-now--Steve-Hanke#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4121/2022-07-18/Economist-called-9-inflation-this-is-what-he-predicts-now--Steve-Hanke#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4121/2022-07-18/Economist-called-9-inflation-this-is-what-he-predicts-now--Steve-Hanke#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4121/2022-07-18/Economist-called-9-inflation-this-is-what-he-predicts-now--Steve-Hanke#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.cnbc.com/2022/07/29/inflation-figure-that-the-fed-follows-closely-hits-highest-level-since-january-1982.html?__source=androidappshare
https://www.cnbc.com/2022/07/29/inflation-figure-that-the-fed-follows-closely-hits-highest-level-since-january-1982.html?__source=androidappshare
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Musk, Roubini and Goldman Warn of Rising US 
Recession Risk 
Their outlooks will stoke fears of a hard landing for the world’s biggest economy as the Federal Reserve jacks up 
interest rates to counter the fastest pace of inflation in decades.  

Tesla Inc. Chief Executive Officer Musk said Tuesday that a recession in the US looks likely in the near future. 

“A recession is inevitable at some point. As to whether there is a recession in the near term, that is more likely than 
not,” Musk said in an interview with Bloomberg News Editor-in-Chief John Micklethwait at the Qatar Economic 
Forum in Doha.  

“It is not a certainty, but it appears more likely than not,” Musk said. 

Goldman Sachs economists cut their US growth forecasts and warned in a research note Monday that the risk of 
recession is rising.  

The Goldman team sees a 30% probability of entering a recession over the next year, up from 15% previously, and 
a 25% conditional probability of entering a recession in the second year if one is avoided in the first. That implies 
a 48% cumulative probability in the next two years versus 35% previously. 

“We now see recession risk as higher and more front-loaded,” economists led by Jan Hatzius wrote. “The main 
reasons are that our baseline growth path is now lower and that we are increasingly concerned that the Fed will feel 
compelled to respond forcefully to high headline inflation and consumer inflation expectations if energy prices rise 
further, even if activity slows sharply.”  

In his outlook, Roubini said he expects a US recession by the end of the year. Measures of consumer confidence, 
retail sales, manufacturing activity and housing are all slowing sharply while inflation is high, the chief executive 
officer of Roubini Macro Associates said on Bloomberg Television. 

“We’re getting very close,” he said. 

Seeking to quell a surge in living costs, the Fed accelerated its monetary-tightening campaign last week with its 
biggest interest-rate increase since 1994. That drove fresh losses on Wall Street and has increased the odds of a 
recession, piling pressure on President Joe Biden.   

Biden reiterated Monday that a US recession isn’t “inevitable” following a conversation with former Treasury 
Secretary Larry Summers, who sees a significant chance the country will find itself battling stagflation. 

https://www.bloomberg.com/news/articles/2022-06-17/biden-team-negotiates-fresh-economic-plan-as-inflation-antidote
https://www.bloomberg.com/news/articles/2022-06-15/fed-hikes-rates-75-basis-points-intensifying-inflation-fight
https://www.bloomberg.com/news/articles/2022-06-20/biden-says-us-recession-avoidable-after-call-with-summers
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Reducing Inflation Will Come at a Great Cost: 
STAGFLATION 
Ray Dalio Founder, Co-Chief Investment Officer, and Member of the Bridgewater Board - June 21, 2022 

For me, hearing supposed “experts” talk about what’s now happening in the markets and economy is like listening 
to nails scratch against a chalkboard because they are typically saying incorrect things in an erudite rather than 
commonsense way. Markets and economic movements are driven by much simpler and more commonsense 
linkages than most people articulate. I tried to describe the most important of these in my 30-minute animated video 
“How the Economic Machine Works" and I tried to lay out for you how I saw the paradigm shifting over the last 
18 months in “The Changing World Order: The New Paradigm," which have more of the specifics than I will cover 
here. Here, I just want to talk about fighting inflation and what’s happening pertaining to it. 

More specifically, I now hear it commonly said that inflation is the big problem so the Fed needs to tighten to fight 
inflation, which will make things good again once it gets inflation under control. I believe this is both naïve and 
inconsistent with how the economic machine works. That’s because that view only focuses on inflation as the 
problem and it sees Fed tightening as a low-cost action that will make things better when inflation goes away, but 
it’s not like that. The facts are that: 1) prices rise when the amount of spending increases by more than the 
quantities of goods and services sold increase and 2) the way central banks fight inflation is by taking money 
and credit away from people and companies to reduce their spending. They also take buying power away by 
raising interest rates, which increases the amount of money that has to go toward paying interest and decreases the 
amount of money that goes toward spending. Raising interest rates also lowers spending because it lowers the value 
of investment assets because of the “present value effect” (which I won’t get into because it would be too much of 
a digression), which further lowers buying power. My main point is that while tightening reduces inflation 
because it results in people spending less, it doesn’t make things better because it takes buying power away. 
It just shifts some of the squeezing of people via inflation to squeezing them via giving them less buying 
power. [1]  

The only way to raise living standards over the long term is to raise productivity and central banks don’t do 
that.  

So, what do central banks do? 

Central banks move demand around by providing and withdrawing spending power by influencing the 
creation and amounts of debt assets and debt liabilities. They do that in a way that naturally produces cycles in 
markets (bull and bear markets) and economies (expansions and recessions). More specifically, central banks inject 
doses of stimulation into the system via injecting credit and money into the system, which produces increases in 
demand for goods, services, and investment assets that are followed by periods of paying back and withdrawals of 
the stimulations, which produce lows in demand that are depressing. Whenever these depressing periods of paying 
back become too depressing, central banks typically provide another and even bigger dose of stimulation. They 
produce the short-term debt cycles (also known as the business cycle), which typically last for about seven 
years give or take a few. 

These short-term debt cycles add up to the long-term debt cycles that typically last about 75 years, give or 
take about 25. That’s because most everyone wants the ups and not the downs, so the stimulations and debts that 
central banks produce typically add up over time to produce more ups than downs until the debt assets and liabilities 
get unsustainably large, at which point they have to go down via some mix of inflation (due to money printing to 
reduce the debt burdens by monetizing them, which is inflationary), debt restructuring, and paying the debt service 
in non-depreciated money (which is depressing).  

https://www.youtube.com/watch?v=PHe0bXAIuk0
https://www.linkedin.com/pulse/changing-world-order-new-paradigm-ray-dalio/
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That is what we have been experiencing. It’s why debts have been increasing relative to incomes at the same time 
as each cyclical rise and each cyclical decline in interest rates since 1980 has been lower than the one before it until 
interest rates hit 0%, and since then each central bank printing and buying of debt has been greater than the one 
before it up until now. 

Most fundamentally: 1) one person’s debts are another person’s assets, and 2) one person’s spending is 
another person’s income (in the way described in “How the Economic Machine Works”), which means 1) 
when there are a lot of debt liabilities and debt assets outstanding it becomes impossible to make things good 
for both debtors and creditors, and 2) when the credit/debt creation is curtailed to bring spending in line 
with incomes, that causes investment, asset prices, and incomes to fall, which cuts spending and is depressing.  

So, what should central banks do to do their job well?  

Central banks should: 

1. Use their powers to drive the markets and economy like a good driver drives a car—with gentle 
applications of the gas and brakes to produce steadiness rather than by hitting the gas hard and then 
hitting the brakes hard, leading to lurches forward and backward. 

2. Keep debt assets and liabilities relatively stable and, most importantly, not allow them to get too large 
to manage well. 

To do this they should not allow interest rates and availabilities of money to be either too good or too bad for the 
debtors or the creditors.  

By these measures central banks policies have not been good. More specifically, 

1. The Fed is moving from printing and buying debt at an annual rate of around $1.5 trillion to selling 
it at an annual rate of $1.1 trillion, and from sharply lowering interest rates to sharply raising 
them. For that reason, we experienced the big lurch forward and are now experiencing the big lurch 
backward. 

2. Because debt assets and liabilities are now very high and because government deficits will remain 
high, it is virtually impossible for the Fed to push interest rates to levels that are high enough to 
adequately compensate holders of debt assets for inflation without them being too high to support 
strong debtors, strong markets, and a strong economy. If the holders of debt don’t get adequate returns 
they will sell them, which worsens the free market debt supply/demand picture, which either leads to a 
dramatic cutback in private credit (which is depressing) or the central bank creating more money and buying 
more debt to fill in the funding hole (which is inflationary).  

In summary my main points are that 1) there isn’t anything that the Fed can do to fight inflation without 
creating economic weakness, 2) with debt assets and liabilities as high as they are and projected to increase 
due to the government deficit, and the Fed also selling government debt, it is likely that private credit growth 
will have to contract, weakening the economy, and 3) over the long run the Fed will most likely chart a middle 
course that will take the form of stagflation. 

Footnotes 

[1] While Paul Volcker’s bone-crushing tightening was followed by an improvement in conditions in the 1980s, a) it took a rise in real short 
rates to 8.4% and an economic dive that took the unemployment rate to 10.8% to reduce the spending to lower inflation and b) it led foreign 
countries’ debtors to be squeezed and to cut spending a lot, putting them into 10-year-long depressions. In other words, inflation was reduced 
by people and companies being painfully squeezed and reducing spending. That’s always the case and will be the case this time. 

https://www.youtube.com/watch?v=PHe0bXAIuk0
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Van Eck - Stuck in Neutral: 
What's Driving Gold? 
 
Gold’s resiliency remains overshadowed by talk of commodity market volatility, dollar strength and rate hikes. 
Meanwhile, the metal has managed hold steady at around $1,800 per ounce for most of the year while other 
“inflation hedges” seek shelter from, in some cases, double digit declines. Gold miners are still enjoying healthy 
margins at this price (despite cost inflation) yet have been unable to shake systemic risks plaguing the whole of 
equity markets, where recession fears have fueled a much broader selloff. 

• Possible scenarios for gold’s resurgence 
• Gold miners’ health (e.g., operating costs, margins, free cash) 
• Strategy positioning and names we’re excited about 

Webinar details July 26, 2022 - 11:00 AM US ET - Duration 60 MIN 

Webinar Registration | VanEck 
 
 
LYN ALDEN’S NEWSLETTER ANALYZES POLICYMAKERS’ CURRENT 
ATTEMPTS TO REIN IN PRICE INFLATION VIA DEMAND DESTRUCTION, AND 
WHY THAT APPROACH IS UNLIKELY TO WORK AS WELL AS THEY THINK 
 

Inflation and Debt 
My May 2021 newsletter issue was called “Fiscal-Driven Inflation“, where I discussed 
how the combination of fiscal and monetary policy that we were seeing at the time 
was similar to what occurred back in the 1940s wartime era. This was a topic I had 
covered extensively throughout 2020 and 2021. 

When people think of inflation, they are quick to think of the 1970s, but I’ve been 
using the 1940s as the closest historical analogue since before the inflation began, due 
to the conditions that were setting up for it. Both the primary cause of the inflation, 
and the response to that inflation, currently look more like the 1940s than the 1970s 
throughout developed markets. 

This was the key chart from that May 2021 newsletter issue, and it remains relevant 
today: 

https://www.vaneck.com/us/en/webinar-registration/?id=92808884728&utm_source=vaneck&utm_medium=calendar
https://www.lynalden.com/may-2021-newsletter/
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And here’s a zoomed-in look at the unique policy response to these 1929 and 2008 
financial crises, where the monetary base was expanded rapidly, unlike other periods 
in history: 
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However, expanding base money and recapitalizing the banking system doesn’t 
translate into inflation right away. The decade after a developed market financial 
crisis (private debt liquidation) is a period of industrial capacity oversupply, 
commodity oversupply, financial deleveraging, and sluggish demand for things. 
Broad money isn’t going up faster than usual, even as base money is. The result is 
disinflationary. 
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After years of grinding through that slow-growth environment, transferring some of 
the debt from the private sector to the public sector, working off the oversupplied 
capacity, having higher and higher levels of populist politics among the population as 
a result of such a negative environment, and eventually turning towards fiscal 
stimulus- that’s when things eventually start to get inflationary in terms of broad 
money supply and prices. 

Here’s how I put it in my September 2020 piece on the subject: 

In the years after those 1933 and 2008 peaks, there was a deleveraging event in debt-
vs-M2, which was not very inflationary, and was led primarily by monetary policy. 
After that stagnated for a while after the 1930s peak and ran into the next 
recession/war, fiscal spending heated up and caused the next leg of devaluation, 
which was inflationary. 

 

Data Sources: U.S. Treasury Department, U.S. Federal Reserve 

After all, if policymakers realize they are in an environment of persistent currency 
disinflation from various trends, what do they do? They print currency! 

https://www.lynalden.com/fiscal-and-monetary-policy/
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At first it starts from monetary policymakers expanding the monetary base, but then 
it spreads to fiscal policymakers when the situation remains stagnant (since monetary 
policymakers, unlike fiscal policymakers, cannot directly spend). 

If fiscal policymakers realize that the economy is stagnant and banks aren’t lending, 
they can pass fiscal bills to go around the banks (or through the banks by backstopping 
loans for them) and get money directly to consumers and businesses, aka “helicopter 
money”. This could take the form of higher spending, or could take the form of 
unfunded tax cuts, or both. Therefore, it’s not really a left-leaning or right-leaning 
political phenomenon; deficits can take the form of whatever the trending political 
view decides. 

The main consequence for policymakers to print and spend too much fiat currency 
with large deficits, is that it can cause runaway inflation. So, when inflation is 
measured to be low or even negative due to excessive debt in the system, they 
aggressively print and spend. Eventually they overshoot, but that consequence comes 
with a lag and feels good at first. 

-Lyn Alden, September 2020, “A Century of Fiscal and Monetary Policy” 
This concept is what Ray Dalio refers to as the “long-term debt cycle”. As the old 
saying goes, “history doesn’t repeat but it does rhyme” and in many ways, what 
happened throughout the 2000s, 2010s, and 2020s is a quantitative rhyme of what 
happened in the 1920s, 1930s, and 1940s for the United States. 

The 1920s and 2000s decades in the US were both periods of easy money and 
speculative excess in financial assets, driven by monetary policy, capital flows, and 
other factors. The 1920s bubble culminated in the 1929 crash, and the 2000s bubble 
culminated in the 2008 subprime mortgage crisis. These were the two biggest 
financial crises of the past century, and in both cases interest rates quickly went to 
zero for the first time in generations. 

The 1930s and 2010s decades were both periods of economic stagnation, disinflation, 
and bank recapitalization in the aftermath of those financial crises. In fact, these were 
the only two periods in a dataset stretching all the way back to 1890 where US 
nationwide average home prices fell significantly in nominal terms. The banking 
system was recapitalized in both of these decades, but consumers for the most part 
were not bailed out, and so base money grew substantially while broad money did not. 
Populism began to increase around the world as people had great discontent about 
their economies. 
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The 1940s and the 2020s decades (thus far) were both periods of major fiscal 
dominance, or “wartime finance” after a long period of rising populism, economic 
stagnation, and an external catalyst. Faced with a war in the 1940s and a 
pandemic/lockdown in the 2020s, the federal government performed absolutely 
massive fiscal spending, and drove federal debt/GDP to around 130% in both 
instances. Broad money supply expanded rapidly, and price inflation followed with a 
lag. However, because debt levels were already so high, the Federal Reserve was slow 
in both cases to raise interest rates, resulting in significant currency and debt 
devaluation. The Federal Reserve’s short-term interest rate is currently 1.5%, which is 
about 7% less than the official inflation rate. The last time that gap was this wide was 
during and shortly after the 1940s. 

The dataset for historical analogues can be expanded when you look at the situation 
from the perspective of multiple countries, especially ones with particularly long data 
sets such as the United Kingdom and Sweden. 

To put it bluntly, when debt gets this high relative to GDP, the only way out is to 
default in some way. If the debt is denominated in a currency that the government 
can’t print (like for emerging markets with dollar-denominated debt), it eventually 
leads to nominal default. If the debt is denominated in a currency that they can print, 
it usually leads to significant devaluation of that debt via inflation, where inflation 
(and along with it, nominal GDP) runs much higher than interest rates for a while. 

At that point, the ability to get out of inflation depends on private markets’ and 
policymakers’ ability to create new industrial capacity for goods and services and 
commodities. In other words, high levels of productivity must be re-established, or 
the pain continues in one form or another. 

Differences between the 2020s and 1940s 

The 2020s and the 1940s were similar in many ways, but different in some others. 
There is no perfect analogue. 

Understanding history helps us navigate the present, but it’s always a blurry map with 
a lot of imperfections, and so we always need to carve our own path and analyze the 
situation as it currently exists. 

The first difference is that back in the 1940s, the US was a rising power in terms of its 
share of global GDP, and ran a structural trade surplus. 
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In contrast, today the US is a waning power in terms of its share of global GDP, and 
runs a structural trade deficit. Therefore in many ways, the closest comparison to what 
the United States is going through in the 2020s, is what the United Kingdom went 
through in the 1940s. Back in the 1930s and 1940s, the United Kingdom had the global 
reserve currency, but was running a structural trade deficit, was losing ground in 
terms of its global share of GDP, spent a lot of its resources on World War I, and began 
doing even more massive fiscal spending to fight World War II. 

The second difference relates to the productivity of the fiscal spending. In the 1940s, 
it went primarily towards building industrial manufacturing facilities, sourcing 
commodities, hiring soldiers, and then sending those returning soldiers to technical 
school or universities on the government’s dime when they returned, to get them 
educated and ready for the domestic workforce. While this was all inflationary at first, 
it at least came with a lot of productivity growth attached to it (which causes 
the good type of disinflation) in the decades that followed. New technologies and a 
ton of new industrial capacity, as well as a more educated population, were some of 
the positive outcomes for what was otherwise an utterly terrible decade for most 
people. 

In contrast, most of the stimulus during 2020 and 2021 went to keeping consumers 
and businesses solvent despite the reduction in productivity that came with the 
pandemic and lockdowns. While it was helpful for people in many ways, especially 
stimulus checks and child tax credits towards the working and middle classes, a lot of 
it also went towards unnecessary consumption and malinvestment. For example, a 
sizable chunk of the PPP loans (which were forgiven) went to small businesses that 
were not going to lay off employees anyway, including literally to some financial asset 
managers and other firms like that, and so it went straight to the bottom line of their 
wealthy business owners. It also went towards various corporate bailouts and other 
programs. In the aftermath of all of this new money creation, we don’t have more 
commodity production capacity, manufacturing capacity, or a more educated 
workforce. 

The third difference is that the US and the developed world in general had much 
younger demographics in the 1940s. After the decade of war ended, their governments 
could turn towards austerity to rein in the money supply growth and return to a period 
of more normal monetary and fiscal policy, especially now that they were enjoying a 
productivity boom. 

In contrast, the demographics pyramid today is very top heavy, which means that 
government deficits to support senior citizens’ retirement and healthcare systems are 
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quite big. There is no ability in the foreseeable future for developed countries to 
practice fiscal austerity, unless they’re willing to blow up all of these systems and 
nominally default on some of their government debt. Politicians that try to, will likely 
get voted out of office. In the US during maximum employment, fiscal deficits are at 
least 4-5% of GDP. if there is a recession and tax revenues fall, those deficits widen. 

The Federal Reserve’s Dilemma Today 

The US and the rest of the world is facing severe inflation, in part due to an 
undersupply of oil and gas, raw materials, refined products, and various 
infrastructure relative to what the economy currently needs to grow. And because 
commodities are a global market in terms of supply and demand, these high prices 
are affecting almost every country in the world, whether they did much fiscal stimulus 
or not. 

Plus, there is currently not a big disinflationary force such as Chinese labor expansion 
or other things to offset the growth in money supply. 

Unlike the 1970s, however, there is currently massive debt-to-GDP in the system, both 
in the private sector and at the federal level. So, raising interest rates above the official 
inflation rate (e.g. over 9%) would result in widespread insolvency, unlike the 1970s. 
Therefore, faced with inflation, central banks including the US Federal Reserve have 
been rather slow to tighten monetary policy. 

Back in the 1940s, when federal debt went to over 100% and inflation was running 
hot, the US Federal Reserve ended up doing yield curve control. They held short-term 
rates at 0.375%, and capped long-term Treasuries at 2.5%, despite the fact that official 
inflation averaged about 6% for the decade, and peaked as high as 19% year-over-year 
at one point. As a result, people holding cash and government bonds lost 30-40% in 
terms of purchasing power compounded throughout this decade. People holding cash 
and government bonds in most other countries lost even more. 

In the 2020s, the response is still underway, and the full story of course hasn’t been 
written yet. The initial reaction by monetary policymakers was to call the inflation 
transitory and hold rates low. When that proved intolerable, they began raising 
interest rates, halting their balance sheet growth, and formulating a plan to gradually 
reduce their balance sheet. It remains to be seen how effective that tightening policy 
will be, in the face of so much systemic debt. So far, it’s not working out so well. 
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The Path Towards Recession 
The Federal Reserve currently has what is known as the “dual mandate”: maximize 
long-term employment while maintaining price stability. A third mandate-like 
responsibility is to maintain financial stability, meaning that capital markets and 
banking systems need to run with sufficient liquidity and functionality. 

The official consumer price index is up more than 8.5% over the past year, which is at 
four-decade highs. Meanwhile, official unemployment is 3.6%, which is near five-
decade lows. 

So, like a robot following an algorithm, monetary policymakers have what is basically 
a legal directive to try to increase unemployment and rein in consumer spending, in 
order to create more slack between supply and demand and follow their dual mandate. 
This is despite the fact that both unemployment and inflation tend to be lagging 
indicators. 

 

Chart Source: St. Louis Fed 
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They wouldn’t phrase it quite that bluntly, but creating some more unemployment is 
basically the plan here. The US Federal Reserve can’t print more oil, refineries, 
pipelines, copper, fertilizer, ships, or manufacturing facilities, but they can reduce 
consumer demand for periods of time for some of those things, through very 
uncomfortable methods. 

The US Federal Reserve is projecting an unemployment level of 4.1% a year and a half 
from now, which is higher than the current rate of 3.6%, and their policy decisions are 
aiming towards that direction. 

This could bring down price inflation for a period of time, but most likely at the cost 
of a recession. Historically, reductions in employment lead to vicious cycles of less 
consumption and more reductions in employment, so the idea of increasing 
unemployment via monetary policy “just a little bit” is probably farfetched. 

Specifically, they’ve never really been able to increase unemployment by 0.5% and 
have it stop there. When unemployment goes up by 0.5%, it historically keeps going. 
Maybe this will be the first time where it does not, but I would not bet on that. This 
was my meme from the May 2022 newsletter: 

 

Back in my December 2021 research report for premium subscribers, I outlined a new 
defensive view around the margins, as it became increasingly clear that the US Federal 
Reserve was serious about trying to tighten policy into this situation. I wasn’t calling 
for a recession yet, but I was expecting an economic slowdown and less attractive 
conditions for risk assets. So far, it has been even sharper than I would have guessed. 
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Ever since the global financial crisis, US stocks have been very reliant on persistent 
stimulus, either monetary or fiscal, in order to keep going up. 

This chart is cluttered but quite important in my opinion. It shows the Wilshire 5000 
price index (the closest proxy for the broad US stock market) and the Fed’s balance 
sheet. I’ll walk through it in the following paragraphs: 

 

Chart Source: St. Louis Fed, annotated by Lyn Alden 

In 2010 (first green box), the stock market had partially rebounded from its 2009 
depths. The Fed had performed emergency quantitative easing (QE1) during the 
crisis, but had not been actively stimulating recently. The Fed’s balance sheet went 
sideways, and the stock market chopped along sideways as well. Then in late 2010 
(the end of the first green box), the Fed announced QE2 and both the Fed balance 
sheet and the stock market began going up together. 

From late-2011 to 2012 (second green box), the Fed held their balance sheet flat and 
the stock market chopped along sideways again. Then after that green box, they did 
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QE3 from 2013 to 2014 to expand their balance sheet a lot, which coincided with 
another bull market period. 

From 2015 to 2016 (third green box), the Fed once again held their balance sheet flat 
and the stock market chopped along sideways again. This was a bigger deal because 
the dollar strengthened, and several emerging markets including Brazil in particular 
entered very serious recessions. The price of oil crashed and remained down for years 
as global growth slowed. The US experienced an industrial recession (which was not 
quite big enough to cause a full recession), in large part because of how weak the 
energy sector was, which cascaded into weakness in manufacturing to supply the 
energy sector. 

The year 2017 (purple circle) was an exception. The Fed continued to hold their 
balance sheet flat and began gradually raising interest rates, but Donald Trump was 
elected to be president in November 2016 and was sworn in to office in early 2017, 
with a Republican majority in both houses of Congress. The stock market quickly 
began pricing in tax cuts including corporate tax cuts in particular, which indeed 
materialized a year later. This was a form of fiscal stimulus; tax cuts without 
associated spending cuts, resulting in a bigger fiscal deficit, which was good for the 
stock market. Corporations were able to repatriate hundreds of billions of dollars from 
overseas and use the majority of it for share repurchases, which was great for stock 
prices but didn’t meaningfully impact GDP growth or employment. 

From 2018 through much of 2019 (fourth green box), there wasn’t any more fiscal 
stimulus coming down the path. The Fed continued raising rates but also began 
performing quantitative tightening, which means shrinking their balance sheet. The 
stock market once again entered a very choppy sideways period. By 2019 it was clear 
that the global economy was slowing, the US yield curve inverted, and the Fed slightly 
reduced interest rates. 

From late 2019 onward, the Fed has been performing massive monetary stimulus. 
This was initially triggered by the repo rate spike in September 2019, but then was 
kicked into high gear by the COVID-19 global lockdowns to address the illiquid 
Treasury market. The largest fiscal stimulus and monetary stimulus in modern history 
occurred together, and this was massively beneficial to the stock market. 

With fiscal stimulus winding down, and the Fed now tightening, the base case would 
be for a volatile market again as we enter another probable “green box” in 2022. 
Equities have been very reliant on these ongoing stimulus efforts. Plus, equity 
valuations are much higher now, and 2021 already had record inflows into equity at a 
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scale that exceeded the prior twenty years combined. Everyone piled into equities. 
It could be different this time, but that’s not the assumption I would go with. The 
caveat is that fiscal stimulus from a Build Back Better bill might serve as another 
purple circle, but that remains to be seen, and much of that money is not very fast-
acting like stimulus checks or corporate tax cuts are. 

So, I am looking for a defensive posture around the margins. 

-Lyn Alden, December 12th 2021 research report 
I published my December 2021 newsletter called “The Fifth Age of Oil” on the same 
day as that report, which re-iterated my bullish view on the oil and gas sector due to 
significant undersupply and lack of capex. Oil was $70 at the time. That newsletter 
issue also supported the view that broad equity indices don’t look very attractive for 
2022, including an observation that S&P 500 profit margins were probably peaking. 

My January 2022 newsletter called “The Capital Sponge” continued with this analysis 
by pointing out how over-owned equities are, along with other issues. Some of those 
things described in that issue played out quite as expected (such as weak equity index 
performance, energy sector outperformance, and value factor outperformance), but 
some other aspects have gone the other way (specifically, the idea that the dollar might 
be hitting a local peak relative to other currencies didn’t pan out, especially once the 
war in Europe broke out). 

My March 2022 newsletter called “Global Bifurcation” came in the wake of the 
Russian war on Ukraine, where I outlined some of the macro shifts that this event 
would likely cause. This includes bifurcated supply chains and commodities markets, 
gradually shifting sovereign reserve practices, and the theme that many emerging 
markets would probably ignore sanctions and continue to buy commodities from 
Russia out of necessity. While it’s still early, indeed we are seeing some net foreign 
selling of Treasuries, emerging market countries did continue to buy commodities 
from Russia, and Russia has been able to prop up the ruble to multi-year highs relative 
to the euro and the dollar due to how reliant Europe is on Russian gas imports. 

Most recently, my May 2022 newsletter issue was called “Inflation or Recession“, 
where I discussed policymakers’ current attempts to rein in price inflation by reducing 
consumer demand for things. I outlined a view that this attempt at tightening would 
likely lead to a stronger dollar and a US recession if persisted with. By this point, the 
data were increasingly pointing to outright recession in the US and elsewhere rather 
than just choppy equity markets. This was despite the fact that various officials, such 

https://www.lynalden.com/december-2021-newsletter/
https://www.lynalden.com/january-2022-newsletter/
https://www.lynalden.com/march-2022-newsletter/
https://www.lynalden.com/may-2022-newsletter/
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as Treasury Secretary Yellen, were saying (and are still saying recently) that the 
economy is resilient and that a recession is unlikely. 

The rest of this June issue picks up where the May one left off. So far, that recession 
theme continues to be the path we’re on unless something changes, so let’s update 
that view. 

Recession Indicators 
In the US, a private nonprofit organization called the National Bureau of Economic 
Research “NBER” is deferred to near-unanimously as the authority that gets to 
declare periods of recessions. And they declare recessions in hindsight based on a 
number of indicators, once the data are firmly in. 

A lot of people think of recessions as being “two consecutive quarters of negative real 
GDP growth”. This is not the NBER’s definition of a recession, but all instances of two 
consecutive quarters of negative GDP growth occurred around periods that the NBER 
later declared to be recessions. 

So for all intents and purposes, two negative quarters is a reasonable real-time 
indicator of a recession. Whatever we want to call it, that sort of environment is a 
sustained downturn in economic activity. 

The US experienced negative real GDP growth in Q1 of this year. Currently, the 
Atlanta Fed GDPNow estimator, which tracks a multitude of incoming variables and 
adjusts weekly, is projecting 0% real GDP growth for Q2. We’re teetering on the brink 
of two consecutive quarters of negative GDP growth. 

https://www.reuters.com/business/finance/yellen-says-us-economy-being-resilient-no-recession-sight-2022-04-22/
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Chart Source: Atlanta Fed 

A slightly harsher definition of a recession that I’ll put forth here is a decline in year-
over-year real GDP. Most NBER-defined recessions meet that criteria, with the 
exception of the post-dotcom recession in 2001 that was mild enough to avoid that. 

For this current period, since stimulus-driven growth was so substantial in mid-2021, 
even after two negative quarters we would not reach negative on a year-over-year 
basis in mid-2022. We would need another quarter or two of negative GDP growth to 
reach that harsher definition of a recession. Whether that happens or not will depend 
in part on policy choices. 

https://www.atlantafed.org/cqer/research/gdpnow
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Chart Source: St. Louis Fed (NBER recessions shaded in gray) 

Recessions vary in terms of depth and length. And there can be double-dip recessions, 
where we have two short but closely-spaced recessions. 

The University of Michigan’s national survey of consumer sentiment reached record 
lows here in June 2022, in a dataset that goes back nearly seven decades. It’s currently 
even lower than it was in the depths of the 2008 global financial crisis, and even lower 
than during the worst parts of the stagflationary crisis of the late 1970s and early 
1980s. 
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Chart Source: YCharts 

Real retail spending is currently negative year-over-year. It had a big contraction at 
the start of 2020 during lockdowns, then had a huge spike during re-opening and 
stimulus, and then stagnated down to negative territory from there. A number of 
retailers ranging from Amazon to Walmart to Target have reported bad results. 

https://ycharts.com/
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Chart Source: St. Louis Fed 

Initial jobless claims have been inching up for three months now: 
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Chart Source: St. Louis Fed 

Industrial production, which was in stagnation from 2007 to the present, is however 
still looking strong in the near-term cyclical sense: 
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Chart Source: St. Louis Fed 

Wages on average have increased by 6.1% over the past year. This is while official 
inflation was 8.5%. Meanwhile, a basket of meat/poultry/fish/eggs went up 14.2%, 
houses went up 16%, and gasoline went up 61%. 

So, the typical wage earner got a wage cut in terms of purchasing power over the past 
year. 

The housing market has slammed shut. A year ago, mortgage rates were 3%. The 
monthly cost of a 30-year $300k mortgage at a 3% interest rate is $1,265. The monthly 
cost of the same mortgage now at 6% is $1,799, which is 39% higher. When you add 
that the median house is up in price by 16% over the past year, the monthly cost of 
paying for a mortgage on the same house as it did a year ago is $2,086 or around 65% 
higher. 
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Chart Source: @M_McDonough, @TheStalwart, 

That makes it harder to buy a house for the first time, and also harder to sell an 
existing house to move to a new house, which would entail exiting a low-rate mortgage 
and starting a high-rate mortgage. 

Real GDP growth represents our increased technology and organization to do things 
more efficiently. It generally increases over time, as we utilize denser and more 
efficient forms of energy, along with better materials and better computing power. 

https://twitter.com/M_McDonough
https://twitter.com/TheStalwart
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For example, a person used to have to manually farm, and the invention of the tractor 
made each farmer radically more productive, and able to do the work of ten men. Now 
we can imagine a fleet of self-driving tractors, overseen by a farmer, making him or 
her even more productive. A smaller and smaller share of the world needs to be 
farmers in order to feed the world… as long as technology is improving over time and 
the the supply of raw materials remains abundant. 

However, we occasionally have periods of pullback and disorganization, and thus a 
decreased standard of living, due to underinvestment or malinvestment or external 
shocks. Supply chains get messed up. Commodities encounter supply shortages. Wars 
happen. Sometimes cultures degrade and reduce their rate of innovation, or 
technology in a certain area reaches inherent limits for a while until some 
breakthrough in another industry gives another opportunity for improvement. 

In these environments, it becomes more expensive to get the same things, and there 
are some things that we can’t get at all. In particular, if the supply of energy is 
disrupted, it affects almost everything else. 

We’re in one of those pullback periods now, and it’s showing up as stagflation. We 
have more disorganization and frictions, with a lack of surplus capacity for several of 
the key things we need. And now that policymakers are tightening monetary policy, it 
is putting a brake on consumer spending patterns. 

Why Demand Destruction Probably Won’t Work 
Well 
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The problem is that this inflation is happening at a time of near-record debt levels, 
and so there is a thinner-than-usual tolerance for stagnation to occur without 
triggering debt liquidation. 

The US Federal Reserve can’t increase the supply of energy or other goods/services, 
but it does have blunt tools to curtail demand. And it currently has a mandate to use 
those blunt tools, regardless of whether or not they will work. That’s the institutional 
programming that they have to work with. 

The only thing that would stop them from using those tools, is if other parts of their 
dual mandate (employment levels and/or financial stability in the form of frozen 
credit or Treasury markets) get worse than inflation. And that seems to be coming, 
but is not here yet. The US Federal Reserve relies primarily on lagging economic data, 
so as an institution they are designed to put out current fires rather than anticipate 
fires. 

When Paul Volcker famously raised rates to 19% in 1980 to slow down money supply 
growth, total debt (public and private combined) was 160% of US GDP. 

Today, total debt is 370% of GDP. So, a much higher interest rate would cause 
widespread insolvencies and economic contraction. 

In 1980, the money supply growth was mainly coming from commercial bank lending, 
and price inflation was mostly a demographics-driven demand issue rather than a 
supply issue. Tightening monetary policy was effective at reducing bank lending, and 
thus effective at reducing money supply growth. 

Today, the money supply growth mainly came from fiscal spending, and price 
inflation is more-so a supply-scarcity issue rather than due to particularly strong 
demand. 

In 1980, the energy supply problems that they had were mostly geopolitical, and were 
resolved with geopolitical means. There was plenty of global capacity to bring new oil 
to market, quickly. 

Today, energy supply problems are primarily due to a lack of sufficient capex and 
development over the past several years for oil production, gas production, refineries, 
pipelines, LNG terminals, electrical grids, and even things like keeping existing 
nuclear power plants open. Then add a war to the mix to accelerate and magnify the 
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problem. This lack of sufficient capacity will likely take years of capital-intensive work 
to solve. 

Currently, oil is $110 per barrel. 

This high price is despite the fact that the US Strategic Petroleum Reserve is actively 
selling some of its oil into the market to try to suppress prices. 

 

And it’s despite the fact that China has been using rather strict lockdowns, and so their 
jet fuel usage and gasoline usage throughout this springtime was back down to where 
it was at the depths of the pandemic in early 2020, which is a multi-year low. 
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Chart Source: Circium 

So, the two biggest countries are actively contributing excess oil supply to the market 
and/or destroying oil demand, and yet oil is at $110/barrel. 

If inflation is reduced by reducing global energy usage over the next year (a.k.a. severe 
recession), while the supply-side problems remain mostly unaddressed, then inflation 
would be ready to return as soon as demand destruction ceases. 

Geopolitical Game Theory 

Global energy consumption has increased almost every single year in modern history. 
The handful of exceptions were extreme periods of global economic weakness: 

https://www.cirium.com/thoughtcloud/ascend-by-cirium-weekly-team-perspective-china-air-traffic-volume-hits-bottom/
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Chart Source: Our World in Data 

Looking at the post-WWII era, global energy consumption dipped for three years from 
1980 through 1982 as the US tried to stabilize the flailing dollar, dipped for one year 
in 2009 during the global financial crisis, and dipped for one year in 2020 due to the 
pandemic lockdowns (which is not shown on this particular chart, since it ends in 
2019). Those are the only times that global energy consumption decreased year-over-
year, and these were the three worst economic periods in the post-WWII era. 

To the extent that some developed countries have been able to flatten or even slightly 
shrink their energy consumption, it’s in significant part from a combination of 1) lack 
of economic growth and 2) sending a large portion of their most energy-intensive 
manufacturing industries to developing countries. For the world as a whole to shrink 
energy consumption in a year, means quite a lot of economic devastation is occurring. 

Around the margins, developed countries have become less energy-intensive relative 
to GDP, with more growth from software and services, albeit from very high levels of 
per-capita energy consumption. 

https://ourworldindata.org/energy-production-consumption
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For example, the average American citizen consumes 15x as much oil per year as the 
average Indian citizen, and 11x as much grid electricity. As another example, the 
average Australian citizen consumes 3-4x as much oil per year as the average Chinese 
citizen, and twice as much grid electricity, even though a large portion of Chinese 
energy consumption is actually involved with making products for the rest of the 
world rather than just for their own end-user consumption. 

The marginal energy demand now comes from developing countries. For them, since 
they have much less energy and commodity consumption per person, their quality of 
life is enhanced significantly with each marginal uptick in energy and commodity 
consumption. 

Perhaps the most relatable example is air conditioning. Japan and the US have over 
90% air conditioning penetration. In contrast, less than 20% of people in Mexico and 
Brazil have air conditioning, despite the higher average temperatures there. And less 
than 10% of people in Indonesia and India have air conditioning. Broadly speaking, 
the much colder “Global North” ironically uses an order of magnitude more air 
conditioning than the much warmer “Global South”. 

If low-income countries with massive populations like India and Nigeria ever use as 
much per-capita oil as middle-income emerging markets like Thailand or Mexico 
(which is still nowhere near what the wealthiest countries use), the absolute amount 
of global oil demand would increase by quite a bit. Even as India quickly ramps up its 
solar energy production from a small base, it’s ramping up its coal, oil, and gas 
consumption from a large base by far more in absolute terms. 

Getting access to electricity, the internet, better transportation, a home with various 
comforts like air conditioning, and more nutrient-dense food- these are all things that 
require more energy consumption and improve the standard of living rather directly. 

Getting sustained demand destruction, especially for energy and commodities which 
are a global pricing market, is hard to do due to the realities of geopolitical game 
theory. 

If the US does its best to rein in energy usage and cause a recession to try to reduce 
energy-based price inflation, China could come out of its self-imposed lockdowns, do 
some stimulus, and ramp up their oil consumption. The US would then be in a 
recession with still-high oil prices. Meanwhile the US Strategic Petroleum Reserve 
would already be at historically low levels, and unable to keep selling into the market. 
Then what? 
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And it’s especially problematic for the smaller countries, as their economies get moved 
around at the whims of the big countries. What happens regarding commodity 
inflation is entirely out of their hands. 

Are emerging markets broadly going to reduce total energy consumption by any 
meaningful extent over the next few years? No, and if anything they’ll keep using 
more, unless something causes a global depression and famine. 

That’s one of the incentive problems here; any individual country practicing austerity 
doesn’t work well for solving global supply-side problems, especially when debt is 
already this high after a century of not practicing austerity. A country can practice 
fiscal and monetary austerity, and still face a lot of inflationary pressures as a result 
of other countries gobbling up commodities. 

The underlying inflationary problems run much deeper at this point than just what 
the current deficit and money supply growth rate is. 

Now, the US does have some extra impact with its fiscal and monetary policy, because 
there is over $13 trillion worth of dollar-denominated debt in offshore markets. To 
the extent that the Fed and Treasury can strengthen the dollar, they can squeeze a 
bunch of dollar-indebted emerging markets and slow down their demand too, such as 
Brazil, Mexico, Turkey, and so forth. 

A strong dollar historically results in weaker global growth, weaker US corporate 
profits, weaker foreign demand for US Treasuries, and a host of other problems for 
the US and other countries. But, they can try it and see the order of which countries’ 
economies break down first. Countries on the periphery will go down early (e.g. Sri 
Lanka), but for the major powers, it becomes a balance sheet contest. Eventually, a 
strong dollar comes back around and hits the US because the US ends up having to 
finance more of its own fiscal deficits, in what basically becomes a balance of 
payments problem. 
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Chart Source: St. Louis Fed 

So, US policymakers may be able to tighten fiscal and monetary policy enough, to 
cause a domestic and global recession significant enough, to reduce energy prices and 
inflation temporarily. There could be a sharp disruption, or more of a sideways 
stagnation as they try to give some space for supply to catch up. 

However, when the US and other developed countries want to stimulate their way out 
of that recession again, inflation would likely be quick to resurface. This is because 
many of the supply constraints would still be there. Destroying demand in the face of 
supply constraints is like running away and hiding from a monster in a closet, so the 
monster just sits outside and waits for you to come out again. Until the monster is 
actually dealt with, it’s still there, waiting. 

Oil got up to $120+/barrel in this cycle. I can imagine a scenario where we push it 
down to $70 in a recession, then stimulate our way out of the recession and oil goes 
to $150. So then we try to rein it in again and get it down to $90, and then simulate 
again and send it to $180. Those are just hypothetical numbers, but the point is, I 
would expect some sort of zig-zag grind higher during this decade during rounds of 
tightening, debasement, tightening again, and debasement again. 
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Things are going to be challenging for the US economy, European economy, Chinese 
economy, and global economy in aggregate, until we get past this energy bottleneck. 
This involves basically all forms of energy to varying extents, as well as refining 
infrastructure, pipeline infrastructure, export infrastructure, electrical grid 
infrastructure, and other related industries. 

Final Thoughts: Nearing Checkmate 
When a chess game gets to its later stages, the winning player often starts to get the 
losing player’s king into a series of checks. That losing player can move their king out 
of it, but their set of move options continues to dwindle, and if they’re not successful 
at forcing a draw, they eventually get caught in a checkmate. 

I think major central banks including the Federal Reserve, Bank of England, 
European Central Bank, and Bank of Japan are nearing the losing side of a checkmate 
scenario, where economic realities dwindle their set of possible choices to zero. The 
latter two have likely already been put in checkmate, while the former two are hanging 
on for the moment. 

This is primarily due to the long-term debt cycle described earlier in this issue, where 
their economies were stimulated to higher and higher debt as a share of GDP and 
lower and lower interest rates over decades, until they hit super high debt levels with 
zero or slightly negative rates. Then, they grind through that low-rate disinflationary 
period for a while, until they finally work through excess capacity, and reach a period 
of scarcity, stimulus, and inflation. 

“Checkmate” in this context happens when a central bank encounters inflation that is 
above its target level, but still can’t stop printing money, due to lack of buyers of their 
country’s government debt, or due to other critical liquidity problems in their 
financial markets. In other words, it’s what happens when a country with a super high 
debt ratio gets hit with acute commodity shortages, and thus has to keep doing 
quantitative easing on its government bonds even during high inflation. 

This historically only rarely happens to developed market central banks, and until 
recently hasn’t really happened to any of them since World War II (the prior 
inflationary part of a long-term debt cycle). When it happened back then, it occurred 
to several of regions at roughly the same time, and that seems to be the case today as 
well. 
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First Check: 2008 

Japan hit their economic peak around 1990, where they then entered a multi-decade 
stagnation. However, they were not a big enough share of global GDP for this to affect 
much around the world, and they never ran into significant commodity shortages 
during this time. 

The year 2000 in many ways represented the relative peak of the developed world, 
broadly. The US baby boomer generation was in its prime earnings years, and so the 
US had its highest level of labor force participation in its history, and the highest US 
consumer sentiment according to surveys on record. Dollar reserves as a share of 
global foreign reserves were at their peak. Europe launched the euro currency around 
this time, in a period of optimism and unification. The Soviet Union had fallen a 
decade prior, China was relatively small in terms of economic power, and so the 
western powers were completely unrivaled. 

 

Chart Source: St. Louis Fed 

And then of course after that peak level, there were the 9/11 attacks, decades of foreign 
misadventure in response, and in general a lot of signs of “waning empire” status for 
the US, along with financial troubles in Europe. 
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In the aftermath of the 2000 dotcom bubble, the US Federal Reserve cut interest rates 
to 1%, and implicitly encouraged a housing credit bubble to grow. Private market 
forces amplified this, with mortgage-backed securities and rubber-stamp rating 
agencies that weren’t doing proper due diligence. 

When the housing bubble blew up, it brought down the entire over-leveraged banking 
system with it in 2008. The US Federal Reserve cut interest rates all the way to zero, 
and began expanding its balance sheet, which is a way of monetizing government 
debts and mortgage debts. The Troubled Asset Relief Program and other emergency 
measures were used to prevent a broad bank liquidation and to increase their reserve 
ratios. They then did a couple more rounds of deficit monetization into late 2014. 

The Eurozone encountered the 2012 European sovereign debt crisis, where the 
European Central Bank had to step in to suppress the yields of southern European 
sovereign debt to prevent outright default. They never solved the underlying debt 
problem during this period, but merely bandaged over it. The Eurozone had an 
agreement for countries not to go over 60% debt as a share of GDP each, but some 
countries went over twice that, and even some of the more austere countries went over 
60%. There was no answer to this, or path to fix it other than failed attempts at 
austerity. Rising populism and increased levels of political polarization began to 
emerge in many of these European regions. 

The Bank of Japan ramped up its debt monetization efforts starting in late 2012. Like 
the Fed, it had a 2% annual inflation target, but encountered persistent disinflation, 
in large part because commodities were oversupplied and cheap, and because their 
banking system had no credit growth. The Bank of Japan printed about 600 trillion 
yen and bought various assets including bond and stocks during this decade, but their 
broad money supply grew very slowly. Compared to other regions, at least they 
managed to deleverage most of their corporate sector and avoid too much political 
polarization domestically. 
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Chart Source: Trading Economics 

That all collectively became the first big “check” to the US Federal Reserve and other 
major central banks, during the 2008-2014 period in particular. Private debts had 
reached about as high as they could go, with interest rates about as low as they could 
go. 

The central banks’ answer to the check was to counter this big disinflationary impulse 
and debt liquidation with bank recapitalization and deficit monetization for the first 
time since the 1930s and 1940s. Broad money didn’t expand rapidly, but base money 
did, in the form of massively higher bank reserves. 

Second Check: 2020 

In the aftermath of the global financial crisis and these various responses, the world 
went through a consumer-disinflationary slow-growth 2010s decade. The global 
banking system began operating with higher reserve ratios, but was not aggressively 
lending money to create more broad money. 

China, however, performed large stimulus, and continued to serve as the primary 
growth engine of the world for a while. 
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The US exported a lot of its marginal manufacturing capacity to China, which along 
with several other developing countries served as a massive disinflationary pool of 
labor. 

China began to rival the US in terms of economic scale, surpassing it in some ways 
(total electricity generation, total commodity usage, number of skyscrapers, and so 
forth) while still lagging it in other ways (global reserve currency status, military 
power projection, etc). China also stopped reinvesting its trade surpluses into 
Treasuries, and began financing infrastructure loans throughout frontier markets, as 
a major creditor nation. 

Wealth concentration and political polarization in the US increased as China became 
a rival power, and various types of populism began to emerge, as some groups 
benefited from this rapid offshoring and trade deficits, and others were on the wrong 
side of all of it. 

 

Chart Source: Trading Economics 

During 2017 and 2018, the US Federal Reserve tried to end its easy money period, 
raise interest rates, and reduce its balance sheet, but encountered economic 
stagnation by early 2019. They had to stop raising interest rates due to frozen credit 
markets, start cutting rates due to economic stagnation, and in late 2019 they had to 
suddenly start monetizing deficits again due to a broken interbank lending market 
among entities that were the primary financiers of the buyers of T-bills. 
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This heavily-leveraged world then ran into the pandemic and associated lockdowns in 
early 2020. The dollar spiked higher due to a sharp reduction in global trade and 
economic activity (there is $13+ trillion in global USD debt, and all of that debt 
represents demand for dollars while international cash flows were drying up), so the 
foreign sector began selling US Treasuries to get dollars, and as a result the US 
Treasury market froze up. It’s supposed to be the most liquid market in the world, 
serving as pristine collateral for the global financial system, but it became disorderly. 

In response, the US Federal Reserve had an emergency meeting and stepped in to 
print money and buy $1 trillion worth of Treasuries in three weeks, to re-liquefy the 
frozen Treasury market. The US federal government and other national governments 
then performed massive fiscal stimulus in response to consumer and business 
lockdowns, sending stimulus checks to citizens and companies, so that a big debt 
liquidations and civil unrest wouldn’t occur. The US Federal Reserve and other central 
banks continued to buy government bonds in order to monetize that stimulus. It 
resulted in the biggest increase in US broad money supply and overall developed 
market broad money supply since the 1940s. 

Meanwhile, the US found out the hard way that it had trouble making masks, 
ventilators, medical dyes, and other things like that domestically, after having shipped 
such a large portion of its industrial capacity to China, which by this point it was 
embroiled in a trade war with. It turns out, there was a cost to some of that offshoring. 

This whole situation was a second “check” to the US Federal Reserve and other major 
central banks in 2020. Yet again, their answer to the check was to counter a big 
disinflationary impulse with even more debt monetization. This time, since their 
efforts were combined with huge fiscal stimulus from politicians, which Fed chairman 
Jerome Powell publicly said was needed, broad money expanded rapidly, in addition 
to just base money. People actually had more money in their bank accounts, unlike 
during the 2008 policymaker response. 

Approaching Checkmate 

All of this stimulus and broad money supply growth, combined with global economic 
re-opening, caused a surge in economic activity and a melt-up in asset prices. 

After years of commodity oversupply and relative lack of capex to bring new supplies 
to market, the world began to encounter commodity scarcity for the first time in a 
while. Inflation reached four-decade highs. 
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Chinese demographics reached their peak level. The Chinese labor force began 
shrinking, rather than growing, which means their ability to serve as a big 
disinflationary capital sink for the rest of the world is likely nearing its end. In 
addition, with rising tensions between the US and China, and the Russian invasion of 
Ukraine, globalization seemingly reached a local maximum, and is now waning. 

Now the world faces real inflation. We need a lot of capex in oil, gas, pipelines, export 
terminals, copper, nickel, lithium, platinum, uranium, and so forth over the next 
decade. We need more robust supply chains. And some of it needs to be duplicated 
because there are now basically two “halves” of the world that represent security risks 
to each other, rather than mostly one big world that existed for the past three decades. 

But with debt as high as it is, central banks have trouble raising interest rates. The 
Bank of Japan, with 250% government debt to GDP, is capping long-duration rates at 
0.25%. With inflation currently above their 2% target, they are using a method known 
as yield curve control, meaning they have an unlimited bid in place to print yen and 
buy as many government bonds as are needed to prevent their bond yields from going 
over 0.25%, and it’s causing a rapid devaluation of the yen relative to the dollar. The 
market has tested the Bank of Japan’s commitment to that peg, and so far they have 
confirmed their commitment to it. 

The European Central Bank held an emergency meeting this week as Italian 
government bond spreads blew out, while they have 150% debt to GDP. The ECB is 
still printing euros to buy government debt even with official Eurozone inflation at 
8.1%. 

The fact that both the Bank of Japan and the European Central Bank are forced to 
continue monetizing government debt even when inflation is above their target in 
order to keep government bond yields at serviceable levels, is basically checkmate on 
their policy. When countries have 150%-250% government debt to GDP and no clear 
path to dealing with that, the private market rate for buying that debt without central 
bank support is too high for them to afford. It would cause a fiscal spiral. 

So, the Bank of Japan and European Central Bank are in acute financial repression 
mode, as they print money coincident with a period of inflation, and thus are directly 
violating their price stability targets due to an acute lack of other options. Checkmate. 

Meanwhile, the US Federal Reserve, Bank of England, Bank of Canada, and Bank of 
Australia are among the developed market central banks still trying to hold the line, 
having not quite been put in checkmate yet. They’re raising interest rates to try to rein 
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in demand, but for the most part their interest rates are the furthest below their 
official inflation levels since World War II. 

 

The UK and the US both have sovereign debt over 100% of GDP, and total 
sovereign+private debt of between 300% and 400% of GDP. Both countries are 
encountering what look like recessionary conditions, and have inflation at multi-
decade high levels. 

If the US Federal Reserve in particular, due to its size and due to its global reserve 
currency status, reaches a point where it is unable to continue raising interest rates 
and reducing its balance sheet due to liquidity problems in the Treasury market or 
credit market, while inflation is still a problem, then the quorum of central banks of 
the developed world will basically be in checkmate, and the global financial system 
will be in a different regime than it has been operating with during the entirety of the 
post-WWII period. 

Getting Out of Checkmate 
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Unlike a game of chess where checkmate represents the immediate end of the game, 
central banks can be temporarily relieved from their checkmate status by external 
forces largely outside of their control. It’s like some version of team chess. 

For example, if one central bank is in checkmate (defined here as being stuck 
monetizing government debt despite high levels of inflation, due to a sovereign default 
or fiscal spiral that would occur otherwise) then a reduction in commodity prices due 
to outside factors can temporarily give it a reprieve from inflation. Outside factors 
could include things like the de-escalation of a war, or could include other central 
banks purposely causing demand destruction and a recession to get inflation down. 

The US Federal Reserve and US Treasury Department together have the deepest 
toolset among the various countries, and would still have some moves even within 
what is otherwise a nearly-checkmate position. If the US Federal Reserve finds itself 
having to do QE again to support a seized-up Treasury market during a period of 
inflation (which would be outright checkmate), they could instead take some indirect 
moves that have better optics. 

For example, the US Federal Reserve could change the Supplementary Leverage Ratio 
“SLR” for the US commercial banking system, which sounds like jargon but would 
allow US commercial banks to buy more US Treasuries. They could market this 
decision as a bank liquidity support package, when really it would be about ensuring 
the smooth functioning of US Treasury markets. 

As another example, the US Federal Reserve (at the direction of the US Treasury 
Department) could also disguise their next round of QE by expanding United States’ 
foreign exchange reserves, and thus assisting other checkmated central banks by 
purchasing some of their government bonds instead of purchasing their own US 
Treasuries, so that those governments (e.g. Japan) can then buy some more US 
Treasuries for their foreign-exchange reserves rather than selling them. That’s kind of 
an “I’ll pat your back so that you can pat my back” kind of situation, and it could be 
marketed by policymakers as a global exchange-rate stability accord. 

As we head deeper into the 2020s decade, this is the type of environment where wonky 
actions like that are more likely to be resorted to than in normal times. There are all 
sorts of possibilities. 

Investment Implications 
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While we are in the phase where the US Federal Reserve in particular is still holding 
the line and trying to tighten monetary policy into inflation, while supply-side 
problems remain mostly unaddressed, most asset prices are rather risky. The largest 
central bank in the world is actively draining liquidity from the financial system while 
most economic indicators are pointing towards significant economic deceleration. 

However, once they are forced to pause that tightening for one reason or another, or 
the market starts to price in the fact that they will pause soon, then various hard assets 
would be the things to own once again. Outright recession, broken credit markets, and 
those sorts of things are what could force the Fed to pause or pivot. 

Central bank pushbacks against inflation are deflationary for most asset prices for as 
long as they can sustain that pushback in the face of weakening economic data. 
Central bank capitulations against inflation, on the other hand, should be inflationary 
for most asset prices whenever they occur. 

Best regards, 

 

 
GEOPOLITICS - AS I FORECASTED THE CHINA / RUSSIA STRATEGIC BLOC 
CONTINUES TO ADVANCE STRATEGIES THAT INCREASE THE UNITED 
STATES AND ITS ALLIES DEBT & INFLATION WHILE REDUCING GDP / 
PRODUCTIVITY IN THEIR ONGOING PURSUIT OF THE GLOBAL DEBT 
SUPERCYCLE RESET (“GDSR”) & THEIR ONGOING ACCUMULATION OF 
G&PM 
 
James Mark Plaxton: 
I, wrote in my IIC 2021-Q3 the following: 

 

“Below is a question, including my view of the Challenges to US Dollar Supremacy as discussed by Barry 

Eichengreen Professor of Economics and Political Science, University of California and Chester Ntonifor 
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Foreign Exchange Strategist, BCA Research, that I directed to the two panelists towards the end of the 

Thursday, October 21st session held from 2:00 to 3:00 pm at the BCA Research’s 42nd Annual Global 

Investment Conference: 

 

James Mark Plaxton’s view on the Challenges to US Dollar Supremacy and a related question to both 

panelists: 

 

‘The China / Russia Strategic Bloc, which also includes Iran & North Korean, among others, under the 

long-term leadership of Xi Jinping and Vladimir Putin has and continues to position for a severe global 

debt super cycle attack on the US and its allies with the object of removing the US’s massive advantage 

from its global reserve currency status.  Specifically, China, Russia, and their strategic partners have been 

and continue to: 

 

Hollow out US manufacturing /strategic centers / & strategic resources; 

 

Provide cheap debt to the US to enable it to live far beyond its means; 

 

In the past export deflation to enable higher levels of debt and ever lower interest rates to further increase 

the debt levels of its strategic rivals while also reducing their productivity and sustainable GDP; 

 

However, I believe China, with the help of Russia, Iran, and other Bloc members, is now positioning for 

higher inflation and is in fact shifting from exporting deflation to exporting inflation and that this strategy 

will significantly hurt the heavily indebted nations... hence why China & Russia have been amassing 

significant inflation hedges for many years while also running supply side policies based on productivity 

enhancements as appose to demand side policies that cause ever increasing debt levels and most often do 

not increase productivity / competitiveness; 

 

More recently the China / Russia Strategic Bloc is launching attacks against its strategic rivals, on 

numerous fronts (e.g. Covid, cyber-attacks, shipping delays, power outages, supply shortages, escalating 

costs for the ongoing cold war, soon to be hot wars, etc.), that are aimed at increasing debt levels while 
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reducing the productivity and sustainable GDP of the US and its allies, and even more recently is targeting 

higher inflation against these strategic rivals.  The objectives of all the attacks and initiatives are to 

significantly reduce the credit quality (e.g. debt / GDP and debt / payment ability) of the US; 

 

Eventually, when US credit quality is sufficiently bad (e.g. the US Treasury has global funding problems... 

not including funding from newly created reserves of the US Federal Reserve and/or from other 

triangulated accounts which all amount to ongoing Ponzi scheme financings) then this would be the ideal 

time for China to launch its hot war initiatives in the South China Sea... and potentially tensions also arise 

with Iran or Russia at such a time (or prior to)...., and then potentially China would rapidly unload its 

massive US Treasury holdings at the most opportune time... for China that is; with 

 

The ultimate objective of such measures aimed at destroying the credit quality of the US brand, taking away 

the immense US advantage of its global reserve currency status, and increasing China’s and Russia’s roles 

/ participation in a new global reserve currency system and new global financial architecture following the 

inevitable Reset of the Global Debt Supercycle.  This may well be the LONG GAME of the China / Russia 

Strategic Bloc. 

 

It is clear to me that the China / Russia Strategic Bloc’s initiatives are being directed (i.e. over the long 

term) at destroying the credit quality of the US brand. 

 

There are many initiatives that the China / Russia Strategic Bloc control that could trigger the Reset of the 

Global Debt Supercycle and these could be triggered at an optimal time for this strategic bloc’s objectives. 

 

At such time it will become public knowledge that China and Russia are backed by massive holdings of 

gold... when the Global Debt Supercycle is forced to Rest (i.e. by the China / Russia Strategic Bloc)... and 

at such time would the relative attractiveness of the USD become far less (i.e. than it is currently viewed)... 

especially if the epicenter of the crisis is the credit quality of the US brand. 

 

I suspect that whatever form the new global reserve currency system and new global financial architecture 

become (i.e. following a Rest of the Global Debt Supercycle), whether this occurs gradually or because of 
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a shock, the outcome will have a greater involvement by China, Russia, Europe, and other nations relative 

to the US and will likely involve some form of anchoring of the global monetary system through strict rules 

including the use of gold reserves held by participating nations. 

 

I believe this eventual outcome has already been reflected in the rising gold price... from $250 in 2001 to 

the most recent high of $2074 (i.e. spot price) in August 2020.  However, gold is currently at ~$1780’ish... 

and may get down to ~$1550’ish... prior to rising to far higher highs...  In fact gold is already the anchor 

nations are using (e.g. central bank balance sheets, treasury holdings, sovereign wealth funds, pension 

funds, individuals (e.g. particularly in China, Russia, India, among other countries)).  Further, gold is 

already an anchor being used by most Governments / Treasuries and increasingly so for Russia, China, 

and many other countries. 

 

So, as global reserves held in the USD continue to decline... do the panelists think the gold price may 

continue to rise (e.g. over the coming 5 to 10 years)?” 
 
Following this question, I advised BCA on the merits of “thinking outside of the box” when it comes to identifying, 
tracking, and analyzing all initiatives being advanced by the China / Russia Strategic Bloc regarding their targeted 
objectives of increasing the debts and/or reducing productivity and/or GDP and/or increasing inflation of the US 
and its allies. 
 
In my past IIC I provided examples of these initiatives at play... I also advised that even if Russia did not invade 
the Ukraine the mere threat has already increased the cost of oil and natural gas prices... and they have remained 
elevated for some time... and will for as long as the threat remains... this threat alone will obtain the primary 
objective of the China / Russia Strategic Bloc... to keep inflation elevated at this critical point of the inflation cycle!  
Further, the massive costs associated with the Russia cold war re-emerging will put further pressure on US strained 
budgets, deficits, and debts at an inopportune time for the US.  However, if Russia were to invade the Ukraine... 
[JMP Update – Which we all now know occurred] then the inflationary impacts would be massive as discussed in 
the articles in my past IIC.  The US / Allies Inflationary Issues and US / Allies Debt Supper Cycle Issues would 
further escalate if an Iran conflict and/or China conflict were to emerge later in 2022 and/or 2023 in which case a 
very serious entrenched US / Allies inflation problem would be virtually assured... and this may well be the ignition 
for the Global Debt Supercycle Reset (GDSR). 
 
Russia’s invasion of Ukraine is one more example of the types of initiatives, that have been advanced, for many 
years and are being accelerated (i.e. as the gloves are now off), by the China / Russia Strategic Bloc, which also 
includes Iran & North Korean, among others, under the long-term leadership of Xi Jinping and Vladimir Putin, 
against the US / Allies, in its Long Game of the Global Debt Super Cycle Reset. 
 
The China / Russia Strategic Bloc continues to position for a severe Global Debt Super Cycle attack on the US 
and its allies with the object of removing the US’s massive advantage from its global reserve currency status. 
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Below, I stress my views and thesis again, due to the importance of understanding the macro implications of the 
China / Russia Strategic Bloc’s objectives. 
 
Again, I advise the reader to keep a close watch on all initiatives related to the China / Russia Strategic Bloc 
which are aimed at achieving the following objectives: 

 Hollow out US / Allies manufacturing / strategic centers / & strategic resources; 

 Provide cheap debt to the US / Allies to enable them to live far beyond their means; 

 In the past China exported deflation to enable the US / Allies to amass higher levels of debt with ever lower 

interest rates to further increase the debt levels of its strategic rivals while also reducing their productivity 

and sustainable GDP.  However, I believe the China / Russia Strategic Bloc is now positioning for higher 

inflation and is in fact shifting from exporting deflation to exporting inflation and that this strategy will 

significantly hurt the heavily indebted nations... hence why China & Russia have been amassing significant 

inflation hedges for many years while also running supply side policies based on productivity enhancements 

as appose to demand side policies that cause ever increasing debt levels and most often do not increase 

productivity / competitiveness; 

 More recently the China / Russia Strategic Bloc is launching attacks against its strategic rivals, on 

numerous fronts (e.g. Covid, cyber-attacks, shipping delays, power outages, supply disruptions and 

shortages, lock downs and manufacturing closures,  escalating costs for the ongoing cold war, and NOW 

hot war – soon to be hot wars, etc.), that are aimed at increasing debt levels while reducing the productivity 

and sustainable GDP of the US / Allies, and more recently is targeting higher inflation against its strategic 

rivals.  The objectives of all attacks and initiatives are to significantly reduce the credit quality (e.g. debt / 

GDP and debt / payment ability) of the US / Allies; 

 Eventually, when US / Allies credit quality is sufficiently bad (e.g. the US / Allies have global funding 

problems...) then this would be an ideal time for China to launch its hot war initiatives in the South China 

Sea... and potentially tensions also arise with Iran at such a time (or prior to)...., and then potentially China 

would rapidly unload its massive US Treasury holdings at the most opportune time for China. 

The ultimate objective of such measures is aimed at destroying the credit quality of the US brand, taking away the 

US massive advantage of its global reserve currency status, and increasing China’s and Russia’s roles / participation 

in a new global reserve currency system and new global financial architecture following the inevitable Reset of the 

Global Debt Supercycle.  This may well be the LONG GAME of the China / Russia Strategic Bloc.  Ironically, 

such an outcome may also work in favor of some of the US’s allies (e.g. Germany, France, among others...) and the 

world may transition from a US Hegemony to a more diverse world order.  However, this transition of the current 
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world order will likely not occur smoothly as American politicians are unaccustomed to formulating policy through 

multilateral consultations with other nations. 

 

It is clear to me that the China / Russia Strategic Bloc’s initiatives are being directed (i.e. over the long term) at 

destroying the credit quality of the US brand.  There are many initiatives that the China / Russia Strategic Bloc 

control that could trigger the Reset of the Global Debt Supercycle and these could be triggered at an optimal time 

for this strategic block’s objectives. 

 

At such time it will become public knowledge that China and Russia are backed by massive holdings of gold... 

when the Global Debt Supercycle is forced to Reset (i.e. by the China / Russia Strategic Bloc)... and at such time 

would the relative attractiveness of the USD become far less (i.e. than it is currently viewed)... especially if the 

epicenter of the crisis is the credit quality of the US brand... Well, I, James Mark Plaxton, think so! 

 

I suspect that whatever form the new global reserve currency system and new global financial architecture and new 

world order becomes (i.e. following a Rest of the Global Debt Supercycle), whether this occurs gradually or because 

of a shock, the outcome will have a greater involvement by China, Russia, Europe, and other nations relative to the 

US and will likely involve some form of anchoring of the global monetary system through a strict rules based system 

including the use of gold (and to a lesser extent silver) reserves held by participating nations.  Further, Central Bank 

Digital Currencies (“CBDC”) may also form part of the new global currency system. 
 

What will sanctions on Russia do to the U.S. economy? 
- Michael Wilkerson on Jul 06, 2022 
Kitco Guest(s): Michael Wilkerson Founder, Stormwall.com 
 
Sanctions against Russia are a tool of warfare and will backfire against the U.S. and its allies, leading to food 
shortages and potential food rationing in the short term, and damaging the U.S. dollar’s dominance in the long 
term, according to Michael Wilkerson, founder of stormwall.com.  
“Russia has worked, for the last almost decade, to sanction-proof its economy…sanctions rarely work because the 
impact tends to be born by the sanction-imposing country,” Wilkerson told Michelle Makori, Editor-in-Chief and 
Lead Anchor of Kitco News. 
https://www.kitco.com/news/video/show/Market-Analysis/4108/2022-07-06/What-will-sanctions-on-Russia-do-
to-the-US-economy---Michael-
Wilkerson#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flate
st%3Fshow%3DMarket-Analysis  
 

https://www.kitco.com/news/video/show/Market-Analysis/4108/2022-07-06/What-will-sanctions-on-Russia-do-to-the-US-economy---Michael-Wilkerson#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4108/2022-07-06/What-will-sanctions-on-Russia-do-to-the-US-economy---Michael-Wilkerson#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4108/2022-07-06/What-will-sanctions-on-Russia-do-to-the-US-economy---Michael-Wilkerson#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
https://www.kitco.com/news/video/show/Market-Analysis/4108/2022-07-06/What-will-sanctions-on-Russia-do-to-the-US-economy---Michael-Wilkerson#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DMarket-Analysis
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ULTIMATELY IF YOU WANT TO KNOW WHERE THE WEST IS LIKELY 
HEADED... LOOK TO JAPAN... WRT THE GDSR: 
 

"That Would Be Crossing The Rubicon": The BoJ Is 
About To Own More Than Half Of All JGBs 
JUNE 21, 2022 - By Simon White, Bloomberg Markets Live commentator and reporter 
It’s hard to emphasize the scale and speed of the BoJ’s recent bond buying to defend the 0.25% yield cap on 10-
year JGBs. June is not over, yet the BoJ has already bought over 25% more JGBs than it has in any month previously. 
Even so, the bank is barely able to keep the 10-year yield below the cap, while the rest of the curve is rising, despite 
the BoJ buying JGBs across maturities. 

 

The spate of bond buying takes the BoJ to a place it almost certainly never envisaged when it started QE as a 
“temporary” measure back in 2001 -- owning virtually half of the JGB market (49.2% by my calculations). 

 

We are in uncharted territory as no other major central bank has crossed this threshold before. 

https://www.zerohedge.com/s3/files/inline-images/JGB%20cuyrve.jpg?itok=JBTqwSj2
https://www.zerohedge.com/s3/files/inline-images/BOJ%20threshold.jpg?itok=sI7Gf5-G
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The BoJ could pass the 50% threshold as early as this week. That would be crossing the Rubicon. However 
you slice it or dice it, the BoJ will be the JGB market. What this means over the long term we’ll eventually find 
out. But it’s not a big leap to guess that private JGB holders -- both domestic and foreign -- will become less 
comfortable in a market with such lopsided ownership. 

The private sector in Japan is already very overweight JGBs and underweight equities. Inflation has recently surged 
to a 10-year high, and further falls in the yen promise to pressure inflation yet higher. Ownership-concentration 
risks mean that any sign that inflation is getting out of control would likely prompt an exodus from JGBs into to 
more inflation-resilient equities. 

Owning half the JGB market is a potential tipping point that could eventually find the BoJ the sole bag-
holder of the world’s third-largest bond market. 
 
 
Please see the INTAC Investment Commentary 2022-Q2 (Part 2) for the balance of this commentary containing 
the following sections (and page numbers refer to Part 2): 
 
 INTAC G&PM RELATED CHARTS (Pages 2 – 71) 

 
 LIST OF IMPORTANT CALENDAR EVENTS THAT CAN AFFECT THE G&PM SECTOR (I.E. 

FOMC MEETING & NFP DATES FOR 2022) (Pages 72 – 72) 
 
 CONCLUDING REMARKS & GOLD SECULAR BULL MARKET CHARTS (Pages 73 – 80) 

 
 PLEASE READ IMPORTANT DISCLAIMERS AT THE END OF THIS COMMENTARY (Page 

81) 

https://www.zerohedge.com/s3/files/inline-images/BOJ%2050%20ownership.jpg?itok=HpeJGiCh
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