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Frederic Bastiat:

In the economic sphere an act, a habit, an institution, a law produces not only
one effect, but a series of effects. Of these effects, the first alone is
immediate; it appears simultaneously with its cause; it is seen. The other

effects emerge only subsequently; they are not seen; we are fortunate if we
foresee them.

There is only one difference between a bad economist and a good one: the
bad economist confines himself to the visible effect; the good economist

takes into account both the effect that can be seen and those effects that
must be foreseen.

Yet this difference is tremendous; for it almost always happens that when the
immediate consequence is favorable, the later consequences are disastrous,
and vice versa. Whence it follows that the bad economist pursues a small
present good that will be followed by a great evil to come, while the good
economist pursues a great good to come, at the risk of a small present evil.
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John Maynard Keynes

“The ideas of economists and political philosophers, both
when they are right and when they are wrong, are more powerful
than is commonly understood. Indeed the world is ruled by little
else. Practical men, who believe themselves to be quite exempt

from any intellectual influence, are usually the slaves of some
defunct economist.”
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The Great Experiment

¢

Keynes

VS _
von Mises “!
. VS

Fisher
VS
Friedman
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@ Financial crises occur when debt is excessive relative to income, whether
public or private or both

@ Itdoesn't make any difference who the debt is owed to

@ Government actions, even involving sizeable sums of money, are far less
helpful than they appear. As the book states, “Infusions of cash can make a
government look like it is providing greater growth to its economy than it
really is.”

@ Further increasing leverage to solve the problem only leads to greater
systemic risk and general economic underperformance.
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The Lion You Can See |
Europe

We Can All See Greece, Portugal,
Cyprus, Malta

And Spain and Even Italy!
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Money Is Flying Out of Spain" U

Figure 2
Spain monthly net capital inflows/outflows
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Note: Balance of payments: financial account balance excluding Bank of Spain. Source: Bank of Spain
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Public Debt/GDP Projections’ |

Austria France Germany
71300 500 400
’
L 71250
i el
’ =400 A 300
’ ) L4 ’
L ’ — 201) / 7
’ - 7 300 ’
’ - ’
- S A150 A £ 200
’ ~ ’ ol Py ’
7 - - ’ == 200 ’ )
- — — — 100 v o7 ’ -
- L a%" ’ - -
/F - o -+ == —100
B d=0 F / 100 AREE=L I
I I I I Y I A I I P I S I )
80 90 00 10 20 30 40 80 90 00 10 20 30 40 80 90 00 10 20 30 40
Greece Ireland Italy
500 400 300
— 4250
— ) 71=-
oL 41300 P
’ — < 200
L 300 ’l ”o
B " w200 - {150
— 200 7/ z’ - A\. §
27 - = N == 100
< - ~
- £ 100 S
L 100 / 4 50
I I P I I I P | ) I ) I ) I

80 90 00 10 20 30 40 80 90 00 10 20 30 40 80 90 00 10 20 30 40

SOURCE: Bank of International Settlements

www.JohnMauldin.com




N

R
The Lion We Can See?

The US Will Become Energy
Self-Sufficient
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Oil Production Is Simply Going toki'se

Number of Rigs

Number of Rigs in the United States
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The Lion We Don’t See?

The US Will Become a Major Energy
Exporter and The US Trade Balance
Will Turn Positive!

But This Means There Will Be
Fewer Dollars Entering Into
the Global Trading System

And the Dollar Will Become
Very Strong!

www.JohnMauldin.com



L N

The Lion We Can See |
Rising Japanese Debt

Japanese Household Savings Approaching Critical Turning Point

.,"4

Japanese Household Savings Rate and 60+ Population Ratio Japanese Savings Rate and Average Savings by Age Group
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How Can Japanese Bonds Survive When they
Must Borrow Money From Outside of Japan?

Total Estimated Central Government Interest Expense as % of Tax Revenue
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The Lion We Can’t See?

What iIf Japanese Interest Rates
Don’t go Up?
But the Yen Goes into Free Fall?

This Will Trigger a
REAL Currency War!
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And One Last Lion We Don’t See.

The Catastrophic Success Of the
Biotechnology Revolution
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A Few Long Term Trends '

1. The End of the Debt Supercycle

2. The End of the Secular Bear Market
3. The Millennium Wave

4. Demographic Destiny

5. The Rise of Asia and the Diminishing of Europe
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To Learn More About Altegris

Q_\ altegris.

TRUSTED ALTERNATIVES.
INTELLIGENT INVESTING.

B

Altegris Investments
(800) 828-5225

info@altegris.com
www.altegris.com
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