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• Federal Reserve report 
says US is “bankrupt”

• EXPOSED: Bald-faced 
government lies about 
the US economy

• Gold: up 24 percent since 
last year, and this is just 
the beginning!

This issue of GEA was very diffi cult for me to 
write.
First of all, this issue is going to make me very 

unpopular with my friends on both sides of the 
aisle in Washington. Their spending and lack of 
fi scal discipline has put this country in tremendous 
economic danger. 

The very fabric of the good faith and credit of 
the United States is at risk, making this not just 

a potential economic crisis, but also a tremendous 
national security issue. 

Secondly, it was impossible to say everything 
I wanted to say on this subject. I could easily fi ll 
three or four issues with facts and statistics about 
the dollar’s downward spiral. So I had to leave a lot 
of material out.  

Third, as I put together the charts for this 
issue, I dug deep into government statistics. Those 
statistics are heavily manipulated, to the point of 
being fraudulent. (More on that later.) 

However, even taking the government’s 
statistics at face value, I was horrifi ed to discover 
just how bad the numbers really are.

So brace yourself—the facts you’re about to read 
won’t be comforting. Nevertheless, it’s essential 
that you hear about the true state of what’s going 
on in our economy. 

Hardly anybody today is predicting, or ready 
for, the death of the dollar. After reading this issue, 
you’ll be equipped as few others are today. 

We’ll start by discussing…

“The Death of the Dollar!”
“The world’s strongest currency—the 
U.S. dollar—is on a collision course with 
disaster, falling 10.2% in value in just the 
last year alone. I believe this is only the 
fi rst stage of a violent, near-death wipe-
out of our national currency.

“The course has been set, and this eco-
nomic nightmare may be inescapable. The 
signs are there, but virtually everybody in
Washington is refusing to see the danger. 
The good news is this: it creates one
whopper of a profi t opportunity for us!”
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Our National Debt: Now Over $8.7 
Trillion, and Climbing

Government debt is skyrocketing to staggering 
new heights. 

Just how large is our debt? As a number, $8.7 
trillion is too big to understand.  Here’s one way to

 look at it:  it’s a stack of $1,000 bills that’s over 590 
miles high!

If we paid off $1 every second, it would take 
276,000 years to pay it all off. (And that’s not
including interest!)

Your personal share of the debt is now over 
$29,000 (it’s $29,046.57 as I write this, but it grows 
every day). Since the government produces nothing 
on its own, it can only repay debt from the taxes we 
pay. This means that ultimately, you and I will be 
the ones paying it all off.

Oh, and if you’re married, your spouse owes 
$29,000 too. Do you have children? Add another 
$29,000 for each.

If you have a family of four, you owe—and will 
eventually have to pay—over $116,000. And the 
number balloons upwards every single day, despite 
the taxes you already pay daily from your paycheck, 
and at the gas pump, and other places.

The most frightening thing isn’t the monstrous 
size of the debt. The worst thing is the rate at which 
the monster is swelling. It took the United States 
205 years (from 1776 to 1981) to accumulate its 
fi rst trillion dollars in debt. By 1996, just 15 years 
later, we’d reached $5 trillion.

And our debt continues to skyrocket. Congress 
took us from $5 to $6 trillion by 2002—in just six 
years. Then we hit $7 trillion in 2004—in only two 
years. We hit $8 trillion in October 2005—in about 
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Government spending is completely out of control. 
Our national debt has ballooned up to $8.7 trillion —
that’s over $29,000 for every man, woman, and child 
in this country.

US Government Debt
(in billions of dollars)
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21 months. Now we’ll hit $9 trillion sometime 
this summer—again, in about 21 months or so.

A trillion dollars further in debt, in just 21 
months. We’re plunging further into debt by about 
$1.53 billion every day (including weekends and 
holidays). That’s $63.75 million dollars every hour. 
$1.1 million every minute.

Will this ever end? Not unless Washington 
stops its drunken-sailor approach to our national 
fi nances. Unfortunately, it’s clear by this point 
that politicians are helpless to stop themselves. 
Nothing short of fi nancial disaster will alter their 
behavior. And that disaster will include the wild, 
violent death-throes of our currency.

There’s an unanswered question here, though. 
Who is lending Washington all this money? The 
American people have little savings overall, so it’s 
not coming from us. And this is one of the horrify-
ing aspects to all this…

We’re Selling Our Children’s 
Inheritance

For the last two decades, we’ve been selling 
America to foreigners. Our physical assets and our 
fi nancial assets alike—we’re selling them all to 
others outside our borders. 

By the time our children and grandchildren 
come of age, there will be little left here for them.

Foreigners now own a net $6 trillion or so of US 
fi nancial assets, as shown on the next two charts:

As recently as 22 years ago, America was a net 
creditor nation. Foreigners owed us more than we 
owed them. That’s no longer true, as you see in the  
charts.

The GDP, or Gross Domestic Product, is the 
sum of everything produced in our country in one 
year. Foreign ownership of US assets has now 
reached 45.4 percent of our GDP.

So, if we wanted to buy back our assets from 
their new foreign owners, we’d have to give 45.4 
percent of everything we produced in a year. Put 
another way, if we wanted to buy it all back next 
year, we’d have to pay 100% of national production 
from January 1 to June 14.

That’s everything produced. Every dollar you 
earn at your job. Every dime earned as interest in 
your fi nancial accounts. Every penny of every form 
of income you have.

Oh, and this also includes business production. 
Every car produced by GM, Ford, and Chrysler…
every soybean, ear of corn, and kernel of wheat 
produced by American farmers…every computer 
that’s built, and every computer program that’s 
written…every cup of coffee brewed by Starbuck’s, ed by Starbuck’s, e
and every hamburger grilled at McDonald’s…
every product or service sold by the company where 
you work…everything produced in this country 
until June 14 would be needed to buy it all back.

Of course, in reality, we can’t buy anything 
back. We’re plunging further into debt each day. 
We have no excess income with which to buy any-
thing back. So the problem gets worse each day in-
stead of better.

There’s a proverb that says, “The borrower is 
slave to the lender.” We’re seeing this unfold right 
in front of us. We’re mortgaging our children’s 
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Foreigners now own over $6 trillion of US fi nancial 
assets on a net basis (total assets minus total 
liabilities). Data source: Federal Reserve
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futures—selling off our national treasure today, 
and leaving our children impoverished tomorrow.

So far, we haven’t seen the full effects of this 
problem. But we’re about to, especially when you 
consider…

Our Government Has Sold Itself to Itself to Itself
Foreigners Too

As I mentioned, the American people are 
incapable of funding Congress’ wild spending orgy. 

So foreigners are doing it instead. Look at these 
data from the Federal Reserve:

Foreigners now own almost half of all US half of all US half
Treasury debt—over $2 trillion. Here is the death 
knell for the dollar, right here.

We’ve turned over control of our currency to 
foreigners: people and nations who don’t necessar-
ily have our best interests at heart. For example, 
China is the second-largest holder of US Treasur-
ies. This is a nation which recently attacked our 
military satellites with ground-based lasers, and 
with military leaders (like General Zhu Chenghu 
of the People’s Liberation Army) who have openly 
mused about nuking Los Angeles and other Ameri-
can cities.

If you’re a foreigner who’s hostile to America, 
this situation is wonderful. You don’t need to 
attack the US with tanks, bombs, or even terrorist 
hijackers. All you need to do is lend America lots of 
money. Congress is like a bunch of heroin addicts—
they’re so addicted to spending, they don’t care how 
they get the money to do it. In order to get their 
next “fi x,” they’ll greedily borrow money from those 
who will use the debt as a weapon against us.

Latest prices as GEA goes to press—
February 23, 2007

Comex spot contract: silver $14.49, gold $685
Nymex spot platinum: $1,231, palladium $360
Nymex Light Sweet Crude Oil $61.00

           

Silver coins

100 1 oz. silver American Eagles              

100 1 oz. common rounds

$1,000 face value US pre-1965
    coin bag (circulated)

$1,000 face value US circulated
    silver dollar bag (VG or better)

US Morgan silver dollars   PCGS MS64
   PCGS MS65
   PCGS MS66

Platinum coins

U.S. Platinum Eagle: 1 oz.
   1/2 oz.
   1/4 oz.
   1/10 oz.

Gold coins

Australian Kangaroo
British sovereign  (Kings)
   (Elizabeths)
Canadian Maple Leaf
Credit Suisse 1 oz. gold bar
Mexican 50 peso Centenario
South African Krugerrand

US Gold Eagle:  1 oz.
   1/2 oz.
   1/4 oz.
   1/10 oz.

US $20 double eagle:
Liberty  Raw MS60
  NGC MS63
  NGC MS64
  NGC MS65
Saint Gaudens Raw MS60
  NGC MS63
  NGC MS64
  NGC MS65

Buy Gold Now
Prices provided by Finest Known

(866) 697-GOLD (4653)

Dealer
will buy

at this
price

$1,528100 1 oz. silver American Eagles              $1,528100 1 oz. silver American Eagles              

$1,328

$10,069

$12,000

$42
$116
$210

$1,230
$615
$307
$123

$680
$155
$155
$680
$680
$815
$675

$690
$345
$173

$68

$685
$945

$1,315
$3,580

$685
$760
$890

$1,250

Dealer
will sell

at this
price

$1,630

$1,400

$10,600

$13,000

$50
$129
$230

$1,260
$640
$325
$130

$720
$175
$175
$720
$720
$845
$695

$740
$370
$190

$78

$725
$1,050
$1,450
$3,900

$725
$825
$950

$1,350
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So if you’re a hostile nation, you don’t need 
to attack the US militarily. Nope—all you do is 
quietly buy US Treasury bonds and US dollars. 
Just accumulate a nice big stack of them over 
time—and then sell them all at once.

This would be devastating to the US. The dollar 
has already been bleeding out its value, losing 10.2 
percent against the euro just last year alone. So all 
the nations that have invested in dollars for their 
foreign reserves have seen their assets plunge in 
value. These dollar-holders are nervous—nobody 
wants to hold onto an investment as it goes into 
freefall.

Nope, that’s an investment to get out of. 
Immediately.

The problem is, nobody wants to be fi rst. 
Everybody’s hoping the crisis can be averted. If a 
sell-off does occur, everybody loses, since the value 
of their remaining dollar reserves will evaporate. 

Nevertheless, everybody is nervous, and eye-
ing everybody else. If a panic does occur, whoever 
doesn’t sell immediately will take huge losses. So

any hint of a sell-off will be self-fulfi lling, since it 
will cause a mass dumping of dollars. Our currency 
would crash immediately.

That’s why this is such a perfect situation 
for hostile nations. They could wreck the dollar, 
and take the US economy down with it, just by 
triggering the sell-off. They could bring the US to 
its knees without a single shot being fi red.

The scary part is that all this might happen 
anyway, even without hostile intent from anybody. 
As I’ve documented in past issues, central banks 
around the world have warned us several times 
that they’re going to start cutting back on dollar/
Treasury purchases. After that, they’ll probably 
even sell some of their dollar reserves.

In an economy where Congress is borrowing 
$1.53 billion every single day, a sell-off isn’t the 
only danger we’re facing. No—even a slowdown 
in lending will sink us. A mere unwillingness of 
foreigners to lend us those daily billions will send 
interest rates soaring, crash the stock market, and 
crush the housing market.

So why do the media tell us every day that our 
economy is in good shape? It’s because they believe 
the government reports, but unfortunately…

The Government Is Lying to Us

The major government reports about our 
economy are fraudulent. Deliberately so. 

This has been thoroughly documented by 
economist John Williams. He runs a private 

International investors
 are fl eeing the dollar!

International debt markets show that inves-
tors are dumping the dollar and fl eeing to the  

Euro instead. 

The International Capital Market Asso-
ciation has reported that, at the end of 2006, 
outstanding debt issued in euros had reached 
$4,836 billion. Total dollar-denominated debt 
was only $3,892 billion.

Think about this. Investors would rather 
buy bonds from companies in crippled socialist 
economies like Germany and France, than 
invest in American companies. Why? Because 
they don’t want to hold dollar-denominated 
assets! 

Unfortunately, you can see why investors 
feel this way. Even if the American companies 
were actually stronger, that wouldn’t do you 
any good when the debts were repaid in free-
falling dollars. 

So, to avoid this fate, investors are refusing 
to buy dollar-denominated debt. Grim news for 
the greenback!

“I am not the only person out here saying that 
there is something awry with the system 

here. This is not normal. This does not have a 
happy, easy ending...

“You are dealing with people where someone 
is going to lose money. Everyone knows it. The 
question is, who is going to be left with losses 
and who is going to be the fi rst to get out the 
door?...We are talking about a global crisis 
of unprecedented proportions, probably one 
that would lead to the collapse of the current 
currency system.”

from economist John Williams
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econometrics consulting fi rm, which forecasts the 
economy’s future performance so private industry 
clients can prepare appropriately.

This started back in the early 1980s, when one of 
his major clients had problems with their forecasts. 
After investigating, he found that the government 
was publishing bogus data about America’s trade 
defi cits. When he corrected these data, the models 
started working again.

Williams was intrigued, and dug deeper. He 
discovered that the government systematically 
rigs its numbers, to cover up the true condition of 
our economy so the politicians in power can get re-
elected. Ever since then, Williams has monitored 
the government’s reporting, and today he publishes 
a newsletter called Shadow Government Statistics 
to expose what’s reallyreally happening in our economy.

Williams is adamant that he’s “no perennial 
bear.” Yet his current research has convinced him 
that the dollar will fall by 30 percent this year. He 
believes that we’re headed for a hyperinfl ationary 

depression by 2010, and expects gold to hit $1,000 
per ounce.

But more on that later. Let’s talk briefl y about 
the ways our government manipulates its numbers. 
This has been going on in one form or another 
since at least the Kennedy Administration (when 
the defi nition of “unemployment” was changed to 
make the politicians look better). 

The real outrages, though, started under 
President Clinton. One of his policy wonks fi gured 
out that if the government could minimize the 
reported CPI (Consumer Price Index), it would 
save lots of money, since Social Security, military 
retirement, and other payouts are raised each year 
to compensate for infl ation. If you understate the 
CPI, you can cheat the retirees out of their proper 
cost-of-living adjustments.

So, in the early 1990s, the BLS (Bureau of 
Labor Statistics) changed the way it measures CPI. 
Until that point, it had used “arithmetic” weighting, 
meaning it used simple addition, subtraction, etc. 

In Update #298, we took profi ts on our options 
on Global Santa Fe (GSF) and OIH. 

We sold two contracts of the Global Santa Feb. 
$45 April calls (GSFDI) for $12.80. We had bought 
them for $10.40, so this gave us a $480 profi t: a 
23% return.

We also closed our OIH February $125 short 
put. We sold short for $3.10 and bought it back for 
$.80, giving us a $230 profi t.

In Update #299, we issued instructions for 
subscribers who own Devon Energy (DVN) and 
Suncor (SUFL). 

We wrote hedges by selling the Devon February 
$70 calls (DVNBN) for $1.55. This reduced our 
cost basis in the stock. 

We also legged into a spread to reduce the cost 
basis of our Suncor June $60 call (SUFL). We did 
this by selling the February $75 call (SUBO) for 
$2.55.

In Update #300, we issued instructions for 
subscribers who own ConocoPhillips (COP) and 
Talisman Energy (TLM). We wrote some hedges 
and reduced our cost basis in the stocks.

We sold the ConocoPhillips February $65 calls 
(COPBM) for $1.55. 

We also sold a call against our TLM position: 
the March $15 call (TLMCC) for $1.95.

In Update #302, we took profi ts on our Diamond 
Offshore Drilling March $65 calls (DOCM). We 
sold two contracts for $16.80, gaining a profi t of 
about $860 and a return of approximately 34% in 
less than one month.

In Update #305, we issued instructions for 
subscribers who own Anadarko Petroleum (APC), 
Noble Energy (NE), and Cimarex Energy (XEC).

We hedged our portfolio by writing some 
options. We sold the Anadarko February $45 calls 
(APCBI) for $.65. 

Against Cimarex, we sold the March $35 calls 
(XECCG) for $3.10. 

Against Noble Energy, we sold the February 
$75 calls (NEBO) for $1.70. 

All these actions reduced our cost basis in the 
underlying stocks.

Portfolio Updates
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to calculate the numbers. But the BLS started 
using “geometric” weighting, meaning that when 
something went up in price, it was counted less in 
the numbers. And when something went down in 
price, it counted for more in the numbers.

Obviously, this suppresses any upwards trend 
in reported infl ation.

Today, under the Bush Administration, the 
cheating is even worse. Now the government 
includes “substitution” effects in the CPI, which 
stifl e the infl ation fi gures even more.

To understand what substitution is, we need to 
talk about the CPI fi rst. The CPI was originally a 
measure of the prices we have to pay for a basket 
of various items. Let’s say the basket includes a 
desktop computer, a gallon of gasoline, and a one-
pound steak.

Each year, the average prices of all the goods 
in the basket are re-measured. The rise in their 
prices since the previous year is the CPI infl ation.

That’s how it’s supposed to work, anyway. 
Since Clinton, geometric weighting is falsifying 
the numbers, as we’ve seen. But now “substitution” 
is making it even worse. 

Substitution was fi rst proposed by Alan 
Greenspan in the early 1990s. Greenspan argued 
that if consumers went to the supermarket and 
saw that the one-pound steak was getting too 
expensive, they wouldn’t buy it anymore. Instead, 
they’d buy a pound of hamburger instead. So, over 
time, the CPI should substitute less-expensive 
goods into the basket, replacing the original items 
as they rose in price.

Well, this is ridiculous. It obviously destroys 
the whole concept of the CPI, which is supposed 

The Federal Reserve Bank of St. Louis (one 
of the Fed’s prominent member banks) 

recently issued a report that confi rms what I’ve 
been saying in GEA for years. It said the US is 
effectively “bankrupt.” 

The author of the report is economist and 
Professor Laurence Kotlikoff. He said, “To 
paraphrase the Oxford Dictionary, the United 
States is at the end of its resources, exhausted, 
stripped bare, destitute, bereft, wanting in 
property, or wrecked in consequence of failure to 
pay its creditors…

“The US government is, indeed, bankrupt, 
insofar as it will be unable to pay its creditors, 
who, in this context, are current and future 
generations to whom it has explicitly or implicitly 
promised net future payments of various kinds…

“The proper way to consider a country’s sol-
vency is to examine the lifetime fi scal burdens 
facing current and future generations. If these 
burdens exceed the resources of those genera-
tions…the country’s policy will be unsustainable 
and can constitute or lead to national bankrupt-
cy…There are strong reasons to believe the Unit-
ed States may be going broke…”

“The United States has experienced high rates 
of infl ation in the past and appears to be running 
the same type of fi scal policies that engendered 

hyperinfl ation in 20 countries over the past 
century.”

The thing that shocked me about this report 
wasn’t its prediction of national bankruptcy. Our 
coming debt implosion has been obvious for a 
while, whether or not the government has been 
willing to admit it. 

No, what shocked me was that this report was 
issued by the Fed. This is the same institution 
where Alan Greenspan used to mumble and 
mutter and ultimately say nothing at all about 
anything, even though he probably saw the 
oncoming train more clearly than anybody else 
in the government.

Of course, Greenspan is gone now, and 
Bernanke is in charge. Could it be that Helicopter 
Ben will actually speak the truth about the 
fi nancial catastrophe ahead? I would have scoffed 
at the idea, but he just spoke to Congress, and 
warned that we’re in the “calm before the storm” 
before the “fi scal crisis” hits us.

The Fed’s growing openness is the surprising 
thing about all this. Unfortunately, I don’t think 
it will make any difference. Congress seems 
determined to drive our economy off the cliff as 
fast as they can. But it’s nice that at least one 
Fed offi cial fi nally has the guts to say something 
about it, as we all go over the edge together.

Federal Reserve report says US is “bankrupt”
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to measure the changes in price over time. What 
happens when even hamburger gets too expensive? 
Soon people will be eating dog food, but the CPI 
will hardly show any change at all from the “steak” 
era. What good is a measurement like that?

Greenspan’s idea was obviously ridiculous, and 
recognized as such when he proposed it over a 
decade ago. So the whole idea was dropped…until 
the current Administration decided it would be a 
really nifty way to suppress the CPI, and started 
using it in the offi cial calculations.

Today, geometric weighting and substitution 
have made the current CPI fi gures completely 
fraudulent. John Williams has calculated their 
impact, going back to the Carter Administration. 
He’s found that if the government hadn’t rigged 
the CPI, Social Security checks would be a whop-
ping 70 percent higher today. (No wonder so many 
retirees can hardly even buy food anymore.)

Obviously, infl ation is being grossly underre-
ported in our economy. (The offi cial number today 
is 2.4 percent, while the true number—the one 
without all these shenanigans—is slightly over 10 
percent.) 

And all of this doesn’t even include “hedonic ad-
justments,” which is the latest government tactic 
for lying about infl ation. The BLS now says that 
when the price of something goes up, it doesn’t re-
ally go up if the quality of the item improved too.

For example, in the 1990s, federal regulations 
required a new pollution-reducing additive for 
gasoline. This raised prices by about 10 cents per 
gallon. But the government didn’t count the price 
raise in the CPI. Why? Because the air quality 
supposedly improved!

This happens in other industries too. For 
example, car and truck prices today include several 
thousand dollars to pay for government-mandated 
components (air bags, pollution-control devices, 
etc.) Yet the CPI doesn’t include a single dollar of 
these additional costs, since the cars are supposedly 
so much better than they were before.

Let’s take this to its logical conclusion. The 
government could mandate another $100,000 
worth of “quality improvements” to each car sold, 
and make them all unaffordable to anybody. Yet, 
according to its hedonically-adjusted infl ation 
numbers, the cars would cost exactly the same as 
before—even though nobody could actually afford 
to buy one any more!

Even More Lies

Unfortunately, the CPI isn’t the only bogus 
number the government reports—far from it. Along 
with extensive under-reporting of unemployment, 
the government also publishes incorrect economic 
growth numbers. (Despite government claims 
about a robust economy, our GDP has actually 
been shrinking since early 2004.) 

Part of this is the result of understating 
infl ation, since the growth fi gures are calculated 
using dollars. The rest is from overt manipulation. 

The GDP includes all income that consumers 
receive, but this number is drastically overstated. 
For example, if you own your house, in the 
government’s eyes you’re paying yourself rent to 
live there. This is called “imputed” rental income, 
and counts toward GDP. A couple of years ago, 
imputed income accounted for 62 percent of all 
rental income in the GDP.

Another example. If you have a checking ac-
count, and don’t pay interest for it, the government 
says you’re getting imputed income there, too. The 
bank is ‘paying’ you the interest by not charging 
you for it. (Don’t you love government logic?) Im-
puted interest is about 21 percent of all interest 
income. 

There are other examples beyond these. All 
together, they tell us the government’s rosy 
economic numbers are pure fi ction. 

In reality, according to Williams, real personal 
income peaked in 1975, and has fallen ever since. 
That’s why so many families are struggling, even 
with two people working.

If You or I Did This, 
We’d Go to Prison

The government requires publicly traded 
companies to use certain accounting practices. And 
we’ve all seen various corporate executives being 
bundled off to prison for fudging their books.

Nevertheless, the US government itself—the 
biggest institution in the world, dwarfi ng all other 
fi nancial entities—cheats on its accounting.

That’s why we added $574 billion to our national 
debt last year, while Washington claims our defi cit 
was less than half that amount.
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Yet the true problem is even worse than this. 
When you use more accurate accounting methods, 
you discover that we’re going further into the red 
by several trillion dollars each year.

Here’s what’s happening. When Congress or 
the President talks about our national budget, they 
use cash-basis accounting. This method counts the 
money received and spent during the fi scal year. 
This is the same method the government forbids
publicly-traded companies to use, because it’s 
completely inadequate to determine the health of 
a business.

For example, a new business that spends 
$5 million and earns $10 million in its fi rst year 
sounds like it’s doing really well. Using cash-basis 
accounting, that’s the only information you’d have 
about the business.

But what if the business incurred $100 mil-
lion of future liabilities in order to make that $5 
million profi t? Well, it’s not actually doing well 
at all. In fact, it’s on its way to bankruptcy. Cash-
basis accounting wouldn’t include this information, 
though.

If a dishonest executive wanted to snooker you 
into buying his soon-to-be-bankrupt company, he 
would only show you cash-basis fi nancials. 

If you wanted the full truth instead, you’d 
demand to see accrual-basis fi nancials. Accrual-
based accounting includes future obligations, so it 
would reveal the truth about this company. 

That’s why accrual-basis methods are the stan-
dard for large businesses; they give you the full 
truth of the company’s fi nancial health. And that’s 

why it’s so outrageous that politicians only use 
cash-basis accounting when talking to the public. 

They want to deceive us 
about the true health of our 

government and our economy.

You can fi gure out what’s going on, though, if 
you know where to look. The Treasury publishes a 
report every year called the Financial Report of the 
U.S. Government, which uses an accrual approach. 
With it, we can compare Washington’s white-
washed numbers to the true picture. 

Below, I’ve included a chart that compares the 
last few years’ offi cial defi cits to the real numbers.  

Note that the announced defi cits look mighty 
cheery. Look, our defi cits are shrinking! Hooray!

The middle column, though, paints a different 
picture. Here we see that the government is still 
plunging us into debt by well over a billion dollars 
a day. The balanced budget that Washington prom-
ises us Real Soon Now is obviously a complete lie.

The last column has the truly horrifying data, 
buried deep within the Treasury’s report. This 
column tells us how much government obligations 
are increasing every year: not only immediate debt, 
but also future obligations like Social Security and 
Medicare.

Year Announced 
defi cit

Actual increase
in immediate gov’t debt

Actual increase 
in total government obligations

2004 $413 billion $596 billion $11,037 billion ($11 trillion)
2005 $317 billion $554 billion $3,516 billion ($3.5 trillion)
2006 $250 billion $574 billion $4,558 billion ($4.6 trillion)

Our government goes into debt each year by hundreds of billions more than the reported budget defi cits. 
How is this possible? Washington collects excess money for Social Security and r Social Security and r other benefi t programs, and 

then spenthen spent ds it. Note that the law allowing this excess money collection explicitlexplicitlyyexplicitlyexplicitlexplicitlyexplicitl  forbidsy forbidsy  spending the money on  forbids spending the money on  forbids
anything other than the future shortfalls in benefi t programs. But Congres. But Congres ss takes it anyway, under the ruse that ss takes it anyway, under the ruse that ss takes it
Social Security is “investing” the money by leocial Security is “investing” the money by leocial Security is “ nding it to the government.

This allows the government to lie and claim this money as income. The additional “income” reduces the claim this money as income. The additional “income” reduces the claim this money as income. T
reported defi cits, even though the true defi cits are hundreds of billions more. But even that’s not the full picture.

When you count the total increase in government obligations (present and future), you see our overall defi cits When you count the total increase in government obligations (present and future), you see our overall defi cits W
are far worse than immediate increases in debts. We’re going in the red by trillions each year, not billions.are far worse than immediate increases in debts. We’re going in the red by trillions each year, not billions.a
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We see that every year, our government’s true 
defi cit isn’t in the billions. It’s in the trillions. (The 
extra-high number in 2004 came from President 
Bush’s huge new Medicare drug benefi t—it added 
another $8 trillion to the year’s original $3 trillion 
or so.)

Over the last three years, the government has 
racked up a staggering $19.1 trillion defi cit. But 
that’s just the last three years’ worth. According 
to the Treasury, in 2006 the government’s total 
obligations reached an incomprehensible $53.063 
trillion.

Your personal share of this is $176,876. Your 
spouse owes that much, too. So do each of your 
children.

I hope you have some money saved up, because 
that’s one whopper of a bill coming due soon.

Now we see why Washington is so desperate to 
cover up the truth…

If the public knew about this, 
there would be armed mobs 

storming the Capitol!

But the public doesn’t know about it. And no 
mobs will force Congress to stop selling us into 
debt-slavery.

And that’s why the dollar is doomed.

There’s no way this debt can ever be paid 
back. Do you have an extra $176,876 lying around 
somewhere, that you have no use for? Extra money 
you could donate to the nice taxman and pay off 
your share of the debt? 

I doubt it. And nobody else does, either.

Politicians can raise taxes all they want, but 
the $53 trillion dollars they need just aren’t there 
to extract from us. You can’t squeeze water out of 
a dry sponge.

Ultimately, then, Washington will have two 
choices. We’ll either default on the debt, or we’ll 
print up a confetti-storm of currency to pay it all off.

Let’s discuss the second option fi rst. This has 
been the favorite choice of almost every government 
that’s spent itself into bankruptcy, as ours has. 

It sounds so tempting. You just crank up the 
printing presses and let ‘em rip. “Hey creditors, you 
want your dollars back? No problem. I’ll whip up a 
fresh batch for you right now. How many billions 
did I owe you again?”

Of course, history shows that every time a gov-
ernment does this, its currency turns into toilet 
paper. If we print money to pay off our debt, the 
dollar will crash.

Historically, this has always happened. 
Printing money (or, in today’s equivalent, fl ooding 
the economy with long-term liquidity) is tempting, 
but it always makes things worse. 

So what if we just defaulted on our debt instead? 
The same result would occur. First of all, nobody 
would want dollars or Treasuries anymore, so the 
value of dollar-based assets would plummet.

Second, after we scorch our lenders, who would 
lend to us anymore? Nobody. So Congress would 
no longer be able to borrow their daily 1.5 billion 
dollars for their pork-fest in Washington…and 
they’d just print the money instead. 

Either way, the printing presses will run day 
and night. Either way, the greenback will be toilet 
tissue soon.  

In a hyperinfl ation, even a previously strong cur-
rency can become worthless almost overnight. This 
photo from the 1923 German hyperinfl ation shows 
that money had devalued by so much, it was cheap-
er to burn than fi rewood or coal. [Credit: ©AdsD der ©AdsD der ©
Friedrich-Ebert-Stiftung] 
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There’s Only One Way Out

One way or the other, our dollar is going to 
become just another currency that started out 
strong, but ended its life by being hyperinfl ated 
into worthlessness.

Hyperinfl ations can wipe out a currency in a 
breathtakingly short time. The worst so far was 
the infamous Hungarian hyperinfl ation after 
World War II. The Hungarian currency went 
from 5 per dollar in March 1941 to 460,000,000,
000,000,000,000,000,000,000 per dollar in July 
1946. This included a breathtaking 19,000 percent 
hyperinfl ation in just one month. For a while, 
prices were tripling each day.

What will the dollar collapse look like? We 
don’t know yet exactly, but every currency collapse 
is ugly for people who didn’t see it coming. How 
then should we prepare?

When a currency’s value evaporates, prices of 
almost everything shoot skywards. Some assets 
don’t infl ate as fast as the currency, though, so you 
actually lose money with them. 

On the other hand, some assets tend to appreci-
ate even faster than the currency is depreciating.

These assets not only hold their value relative to 
the currency, they gain value too.

The best of these is gold. Historically, the yellow 
metal has not only been the best way to survive a 
hyperinfl ation, but to take massive profi ts as well. 
Gold’s value rises not only because the currency 
it’s priced in is falling, but also because everybody 
fl ees to it as a safe haven in times of crisis.

Because of everything I’ve described in this 
issue, and lots of other reasons I don’t have room 
to mention, I’m wildly bullish on gold long-term.

How high will it go? Well, gold’s price record is 
$850 per ounce, set in January 1980. According to 
the Bureau of Labor Statistics’ infl ation calculator, 
$850 in 1980 is the same as $2,079.61 today.

Thus, even if gold only returns to its old highs, 
it will be over $2,000 per ounce. (And, as we’ve 
seen, the BLS has understated infl ation. So that 
number should be even higher.)

When will this happen? Nobody knows for 
sure. If something unexpected happens in the 
forex markets, we could see the dollar plummet 
by double digits in just a couple of days—and gold 
would rise accordingly.

Let’s assume that doesn’t happen, though. 
What can we expect then?

I expect to see gold above $1,000, but that’s a 
medium-to-long-term prediction, not a short-term 
target. Like any other asset, gold has short-term 
trends up and down. I follow these trends for you in 
my email Updates. So check the Updates if you’re 
curious about short-term price targets.

Over the longer term, though, we’ll see the full 
effects of everything I’ve described in this issue. 
And that’s why I recommend you buy gold today.

Even if hyperinfl ation is many years away, I 
expect the dollar to continue sliding each year until 
it happens. Therefore, gold will just get more and 
more expensive to build a position in.

The sooner you get in, the more profi t potential 
there is for the long term!

One of the Best Ways
 to Buy Gold

The number one obstacle preventing most 
investors from building a physical gold hedge or 
investment position is just getting started. Most 
people have never owned gold as an investment—
yet this is one of the most important times in 
human history to own gold. 

It’s one of the reasons that I often include a 
small gold coin as a subscriber bonus. I fi gure just 
getting some gold into a subscriber’s hands is the 

In 1945 and 1946, Hungary experienced the worst hyper-
infl ation on record. Paper money was little more than trash 
to be swept out of the street.

Hyperinfl ations have destroyed many currencies. If the 
US resorts to the ‘printing press’ to pay off its debts, the 
dollar too will be destroyed.
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fastest way to get them comfortable with buying 
and owning physical gold.

Recently I’ve run some 5 year subscription 
offers, offering one of these gorgeous one ounce 
2006 Buffalo coins (see photos below). These 
pure gold coins are in Gem Uncirculated MS70 
condition, graded and certifi ed by Numismatic 
Guaranty Corporation. (NGC is one of the two top 
INDEPENDENT services in the world.) 

These fl awless, perfect gold coins are one of 
the better ways I know to invest in gold, and the 
renewal offer gives me another way of putting gold 
in subscriber’s hands. 

The offer is simple—for $1,850 you get a 5 year 
subscription to 21st Century Alert which delivers 
over $5,000 of top quality investment newsletters, 
and you get a pure gold 2006 Buffalo in NGC Gem 
Uncirculated MS70 condition as a bonus. There are 
a few catches—fi rst, you must pay by check. Second, 
there are no refunds. Third, we can only ship coins 
to street addresses. Fourth, shipments to foreign 
destinations are subject to a postage charge and 
only available where customs regulations permit. 

If I’m right about gold, this coin may be worth a 
few times that $1,850 subscription price. 

So, those who jump on this offer get a great gold 
coin as a bonus with a 5 year subscription to 21st

Century Alert at a DEEP discount. 21st Century 
Alert normally sells for $895 a year, or for as much 
as $4,475 for 5 years. This is a bargain! 

I’m told this is also tax deductible as an 
investment research expense if you itemize. 

This offer is still good for the next 14 days. Call 
1-800-819-8693 and mention promotion code 
“GEA extra.”

For those of you who want to start with gold in 
a smaller way, I have something very special. I just 
purchased a group of 1988-W $5 Olympic gold 
commemorative coins. (See picture at right.) 
This fi ve-dollar Olympic Gold coin was designed 

by Elizabeth Jones, chief sculptor and engraver 
for the U.S. Mint. The obverse features Nike, god-
dess of Victory, wearing a crown of olive leaves. The 
reverse features Marcel Jovine’s stylized Olympic 
fl ame, evoking the spectacle of the Olympic spirit 
every four years.

These coins have been graded Gem Uncirculated 
MS70 by NGC. A Gem Uncirculated MS70 coin, by 
the way, is FLAWLESS, perfect.

 Each coin contains .2687 of a troy ounce of gold. 
They were struck at the mint at West Point and 
these coins are listed in TRENDS at $925.

Subscribe for two years to 21st Century Alert 
and I’ll give you one of these Gem Uncirculated 
MS70 1988-W $5 Olympic gold commemorative 
coins as a bonus. I have a small problem with this 
offer, though—I only have 18 of these coins, so this 
offer is limited to the fi rst 18 subscribers who jump 
on board with 21st Century Alert. It’s a great deal.

 As is the case with the Buffalo gold coin bonus, 
there are no refunds on these special deals, payment 
must be by check and you must order by phone. 
Call 1-800-819-8693 to reserve one of these 18 
gold coin bonuses and mention promotion 
code “GEA extra2.”

21st Century Alert is such a good deal for in-
vestors like you because you get access to over 22 
of the country’s 
top investment 
news le t ters 
( i n c l u d i n g 
Gold & Ener-
gy Advisor), 
access to three  
powerful stock 
v a l u a t i o n 
t o o l s , a l o n g 
with special 
r e p o r t s a n d 
i n v e s t m e n t
b o o k s . T h e 
pro f i t s th i s 
service racks 
up are enor -
mous. We just 
had another 
50% profi t in a 
matter of days 
in 21st Centu-
ry Alert.

Either of these subscription offers to 21st Cen-
tury Alert gets you gold as a bonus and powerfully 
profi table fi nancial research at a VERY low price.
Don’t forget the tax angle also!

This This T one ounce, pure (.9999) gold coin is yours as a bonus 
with a fi ve year subscription to www.21stCenturyAlert.com. 
(Enlarged to show detail.)

This coin listThis coin listT s for $925, but I have 18 his coin lists for $925, but I have 18 his coin list
to give away as bonuses with two-year 
subscriptions to 21st Century Alert.st Century Alert.st


