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Introduction 

How many civilizations have arisen, flour
ished, retrogressed, and finally disappeared dur
ing the perhaps 14,000,000 years that human 
beings have existed on this earth? No one 
knows the answer, but the ruins of many still 
are discernible. Judging by the evidence of 
civilizations long vanished, the cycle seems to be 
as inevitable in its succession of phases as are 
the movements of the sun and its planets. 

The evidence suggests that what we call 
Western civilization likewise must pass through a 
prolonged period of retrogression, ultimately to 
vanish except for some monuments that, like 
the pyramids, bear mute testimony about a 
once flourishing human society. 

How can anyone be optimistic about the 
future of our civilization? Is not our social 
order as certain as all that preceded it to decay 
and disappear? Indeed, are not the many 
indications of retrogression already so clear that 
no well-informed p~rson can doubt the ultimate 
outcome? 

Permit me to doubt this pessimistic con
clusion, not because I am an optimist, but 
because I and others have observed a difference 
between Western civilization and those that 
preceded it. 

From the beginning, humans have always had 
problems. Survival has depended on finding 
solutions; and, obviously, human beings have 
survived. However, the fact of survival perhaps 
is not so much a tribute to the problem-solving 
abilities of men as it is evidence of the near 
indestructibility of humanity. 

Solutions to the sodal and other problems of 
men have been sought by various procedures of 
inquiry. Among them have been the efforts of 
witch doctors, of oracles, of soothsayers, the 
guidance of various religions, of proverbs, and 
of logic or systematic reasoning. To varying 
extents most of these procedures were appli~d 

in all civilizations that have existed in the past. 
Only during the present civilization did what 

appear to be more useful procedures of inquiry 
evolve. Moreover, the cultural environment in 
which these procedures evolved was itself 
unique, as far as one knows. 

Beginning nearly 800 years ago, but preceded 
in part by developments earlier in Greece and 
Rome, social order gradually was changed by 
Magna Charta, the development of Anglo-Saxon 
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Common Law, termination of Star Chamber 
proceedings, and the development of consti
tutional government. 

In the resulting relatively free social order, 
where the intellectual pursuits of men could 
range far afield, new and improving descriptions 
of successful procedures of inquiry gradually 
were developed. The procedures had been ap
plied earliest in the physical sciences, then in 
the physiological sciences, and finally are begin
ning to be applied in the behavioral sciences to 
the problems of men in society. The distinctive 
difference that characterizes the present civiliza
tion is the development of an adequate descrip
tion of these useful procedures. For this we 
have to thank a succession of philosophers from 
Charles Sanders Pearce, through William James, 
and John Dewey to Arthur Bentley as well as 
Dewey's interpreter, Joseph Ratner. 

Useful procedures of inquiry differ from so 
many that have been tried earlier in that they 
make no pretense of achieving TRUTH or 
everlasting certainty? On the contrary, they 
contain within themselves the means for self 
correction and therefore of increasing future 
usefulness. This development perhaps is the 
outstanding achievement of mankind to date. It 
opens the door to possibilities only dreamed of. 
Systematic application of these useful proce
dures, once they become mote widely under
stood and applied on an increasing scale, may . 
provide solutions to social problems that other
wise must hasten retrogression and decline of 
the present civilization in much the same 
manner that earlier civilizations declined. 

This light where there had been darkness may 
make the difference. If the freedom provided by 
constitutional government can be preserved, we 
may expect progress in solving the problems of 
men. Conceivably, this could halt retrogression 
and restore the advance of social order that has 
characterized much of the past few centuries. 

If our civilization is retrogressing, perhaps the 
clearest indication is abandonment in part or 
vitiation of those principles of a just society 
embodied in the Constitution of the United 
States. Unless those principles of social order 
can be restored and improved upon, who can 
hope that the light afforded by useful proce
dures of inquiry will continue to dispel dark
ness? 



Slaves of the Money Masters 

Slaves may at first be visualized as human 
beings chained to the oarsmen's benches of a 
Roman galley, or blacks transported in fetters to 
a strange land; but when slavery was most 
respectable in much of the United States, few 
slaves were physically in bondage. The economic 
essence of slavery was in the master's power to 
take without the slave's consent the fruits of the 
slave's labor in excess of that required for the 
necessities of life. 

Judged by this basic criterion of slavery, by far 
the most of the people in Western civilization 
have become the slaves of governments and their 
central-bank collaborators who foster continued 
inflating. Lured by the money mirage, all but a 
lucky few will devote their working lifetimes to 
accumulating the excess that they produce while 
in fact their savings are being embezzled by a 
process little understood and, of course, without 
their informed consent. 

In short, economic slavery now prevails in the 
United States and much of the rest of the 
industrial world. It is not the imaginary "wage
slavery" denounced by Karl' Marx, who mis
takenly provided the rationale for the obvious 
"wage-slavery" now existing in Russia, but a 
more subtle form of slavery similar in end results. 
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Those who escape from bondage will do so 
by refusing to chase the money mirage and by 
realizing that their savings should be accumu
lated in a form that defies the embezzling arts 
of the fiat-currency manipulators. If they act 
accordingly, they and their families may retain 
substantial economic freedom in a world where 
such liberty rapidly is being curtailed. 

Let us be practical. Appreciation of the light 
and preservation of the cultural conditions 
where it can show the way depends on 
education in the broadest sense. And such 
education requires funds. Will the economic 
muscle be provided by the virtual slaves of the 
governments and central banks whose lives will 
be spent in a futile chase after the money 
mirage? They will have barely enough to live on 
and may be dependent on welfare distributions 
as pension funds prove to be inadequate. The 
only source of financial muscle apparently will 
be the excess funds of those citizens who have 
provided for themselves and their dependents, 
and who have additional resources as well as the 
wisdom to apply them for the only purpose 
that probably will benefit their descendants in 
the long run, namely, restoring the cultural 
conditions in which useful procedures of inquiry 
can survive. 



I. 

The Money Mirage 

Luring Businessmen, Savers, and Investors to Their Economic Deaths 

The traditional desert mirage offers to the 
footsore and thirsty traveler hope that a lake of 
clear water lies ahead in the distance. His energy 
revived, he hurries on, and on, and on, the mirage 
continualll receding. Finally, he falls exhausted 
to die o thirst still believing that if only he 
could summon up the strength to go on he soon 
would reach the life-giving water. In a somewhat 
similar manner most businessmen, all who save, 
who buy life insurance, who participate in 
pension plans, who invest to provide for their 
futures and their families are being lured on and 
on by the money mirage to the destruction of all 
their hopes. 

So little understood is .the money mirage, even 
after four decades of inflating, that nearly all 
who save and invest still believe that the great 
rewards for investors in common stocks that were 
available for a quarter of a century after 1940 
still are or soon will be available. Practically every 
supposedly astute banker responsible for investing 
large pension funds labors under this delusion; 
everyone who places funds for long periods in 
savings accounts, life insurance, U.S. savings 
bonds and other investments likewise is deluded; 
and those who buy most stocks including 
managers of investment companies are perhaps 
the most deluded of all. · 

For all who hope to provide for their future 
needs, by far the most important lesson to learn 
is the nature, extent, and disastrous consequences 
of the money mirage. In order to understand 
these consequences, one need not study the full 
description of how inflating is managed by the 
leading politicians and central bankers of Western 
civilization. That is a complex matter, which few 
can hope to understand fully by reading only one 
book. But every individual who can understand 
some simple arithmetic can see for himself what 
the consequences of following the money mirage 
will be. 

For a quarter of a century during and after 
World War II the effects of inflating the money 
supply provided windfall profits for most busi-
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nesses. Increasing profits were reflected in rising 
prices of common stocks. For nearly a gener
ation, until 1966, the stock market provided a 
route to wealth for investors while the cost of 
living increased at a relatively low rate. 

In more recent years the inevitable conse
quences of prolonged inflating have appeared. 
Those most harmed by inflating are: 

1. Millions of retired persons whose pensions 
and savings lose buying power day by day. 

2. All hardworking and thrifty citizens whose 
savings and life insurance are embezzled by the 
subtle process of inflation, which steals the real 
wealth that savings no longer buy. 

3. Merchants and small businessmen who are 
taxed on fictitious profits attributable to in
ventory gains. Some learn by sad experience to 
change their inventory accounting from FIFO to 
LIFO (first in - first out to last in - first out), 
but as the price increases reach double-digit · 
percentages few understand the need to change 
from LIFO to NIFO (next in - first out). 
Eventually they lack funds to replace mer
chandise sold and in the long run lose their small 
capital. 

4. Large businesses requiring huge capital 
investments are not permitted adequate depre
ciation charges to replace worn out capital 
equipment. Consequently, they are unable to 
maintain their competitive positions in world 
trade. 

5. Organized labor's efforts to get more and 
more pay cannot compensate them for lost job 
opportunities in deteriorating industries; and their 
pensions have become a mirage on the desert. 

Moreover, to an increasing extent inflating 
affects the cost of living, forcing it upward at a 
rapid rate. In the United States the rate of 
increase in the cost of living exceeded 13 percent 
at the recent peak. Some reduction in the rate of 
increase has occurred since then, but government 
deficits of astronomical proportions suggest that 
the earlier peak may be exceeded before long. In 
Great Britain the rate recently reached 25 percent 



annually, in spite of attempts to limit wage 
mcreases. In various other nations, such as 
Argentina and Brazil, much greater rates of 
increase are found. 

Some Simple Arithmetic 

Every investor should understand some simple 
arithmetic that reveals the high odds against 
business or investment success during a period of 
prolonged inflating. Most people are so ac
customed to thinking that "<t dollar is a dollar" 
that they fail to see the combined consequences 
of taxes and the continued depreciation of their 
dollar-denominated investments. 

To :illustrate, a person aged 30 planning for his 
retirement may be inclined to deposit his savings 
in a savings bank where the interest rate is 5 
percent. We assume that he deposits $1,000 
during the current year. Presumably, the tax rate 
applicable to his investment income will be at 
least 30 percent; therefore, the after-tax return 
will be not 5 percent but 3.5 percent. In thirty 
years, compound interest at a net of 3.5 percent 
would increase the original $1,000 deposit to 
$2,807. 

At what rate the cost of living will increase in 
the future cannot be foreseen precisely, but 
indications are that it may not be less than 10 
percent annually and perhaps substantially more. 

Table I 

FUTURE VALUE OF $1,000 AT COMPOUNDED 
ANNUAL RATES OF RETURN 

At End of 

5 years 
10 years 
20 years 
30 years 
40 years 

5% 

$1,276 
1,629 
2,653 
4,322 
7,040 

Annual Rates of Return 
8% 10% 12% 15% 

$1,649 $1,610 $1,762 $2,011 
2,159 2,594 3,106 4,046 
4,661 6,727 9,646 16,366 

10,063 17,449 29,960 66,212 
21,724 45,259 93,051 267,864 

Table II 

FUTURE BUYING POWER OF $1,000 AT COMPOUNDED 
ANNUAL RATES OF PRICE INCREASES 

At End of 

5 years 
10 years 
20 years 
30 years 
40 years 

Annual Rates of Price Increases 
10% 15% 20% 25% 30% 

$620.92 $497.18 $401.88 $327.68 $269.33 
385.54 247.18 161.51 107.37 072.54 
148.64 061.10 026.08 011.53 005.26 
057.31 015.10 004.21 001.24 000.38 
022.09 003.73 000.68 000.13 000.03 

Table III 

BEFORE-TAX ANNUAL RATES OF RETURN ON 
INVESTMENTS REQUIRED TO BREAK EVEN 

Tax Rate on 
Investment Income 

20 percent 
30 percent 
40 percent 
50 percent 
60 percent 
70 percent 

Annual Rates of Price Increases 
10% 15% 20% 25% 30% 

12.50o/o 18.75% 25.00o/o 31.25o/o 37.50o/o 
14.30 21.40 28.60 35.71 42.86 
16.70 25.00 33.33 41.67 50.00 
20.00 30.00 40.00 50.00 60.00 
25.00 37.50 50.00 62.50 75.00 
33.33 50.00 66.67 83.33 100.00 
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Recently it was in excess of 13 percent annually 
during some months in the United States, and in 
Great Britain the annual rate was greater than 20 
percent for many months in spite of official 
declarations of intentions to reduce it. Although 
the rate of increase in the United States 
decelerates from time to time, the record of the 
past 15 years reveals a clear accelerating trend, so 
that in a few more years a 10 percent rate of 
increase in the cost of living may be considered 
quite moderate. 

Even if the rate of increase in the cost of living 
is only 10 percent, in 30 years the buying power 
of a dollar will decrease to 5.7 cents; thus, in our 
illustration the $2,807 accumulated after taxes 
would buy only $161 worth of goods at today's 
prices. In other words, of the original $1,000 
worth of buying power, $839 would be lost in 
spite of accumulating it at an after-tax compound 
interest rate of 3.5 percent. 

Even if one buys long-term bonds at recent 
yields of about 9 percent, his after-tax return will 
be only 6.3 percent (less if his highest tax 
bracket exceeds 30 percent). In 30 years, $1,000 
with compound interest at the rate of 6.3 percent 
will accumulate to $6,252. However, if prices 
increase 10 percent per year, the $6,252 would 
buy only $358 worth of goods at today's prices. 
In other words, of the original $1,000 worth of 
buying power, $642 would be lost in spite of 
accumulating it at an after-tax compound interest 
rate of 6.3 percent. 

Some savings banks and other institutions are 
advertising retirement plans for those who can 
accumulate funds tax free until retirement. Such 
a program may provide a net return of 5 percent 
or slightly more compounded annually. The 
amount deposited each year may also be 
deductible from one's income before taxes. Thus, 
$1,429 could be saved in this way (assuming 30 
percent tax bracket) rather than $1,000, as it 
otherwise would be if saved from after-tax 
income. 

The $1,000 left at net 5 percent compound 
interest for 30 years would accumulate to 
$4,322. If the increase in the cost of living 
averaged 10 percent, the buying power of $4,322 
at the end of 30 years would be only $246 of 
present-day buying power. Even if the tax saved 
by using the special retirement plan were added, 
the result would be only $352 of today's buying 
power. 

The accompanying tables enable readers to 
assess the odds against succe·ssful investment 
practices for various possible rates of return, rates 
of price increases and rates of taxation on 
investment incomes. 



Insurance salesmen and investment counselors 
who present figures such as those in Table I 
seemingly make a good case for starting a regular 
investment program in order to provide for a 
financially care-free retirement. Table II, however, 
reveals the destructive effects of inflation, which 
would more than wipe out the gains suggested in 
Table I. Table III shows the before-tax rates of 
return that would have to be earned on 
investments just to maintain (not gain a real 
return) the buying power of the original 
investment. Two examples illustrate how Table 
III may be used. 

1. If your tax bracket applicable to additional 
income from investments is 40 percent, in order 
to maintain the buying power of your original 
investment you must obtain an annual taxable 
return of 16.7 percent during a period when the 
rate of depreciation of the dollar is only 10 
percent annually. However, if the dollar depreci
ation becomes as great as did that of the British 
pound (somewhat more than 25 percent an
nually) you must obtain an annual taxable return 
of 41. 7 percent in order to maintain the real 
buying power of your original investment. 

2. If most of your investment income will be 
in the maximum tax bracket (70 percent), you 
will need a 100 percent return each year in order 
to maintain the real buying power of your 
original investment during a period when the rate 
of price increase is 30 percent, which is 
somewhat in excess of the present rate in Great 
Britain but lower than the rates in many other 
nations at this time. 
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Conclusions 

The possibility of obtaining annual taxable 
income at the rates indicated is remote indeed. 
The odds against the "investor" are much greater 
than those at most of the gambling casinos of the 
world. 

Continuous inflating assuredly defeats all who 
save for the future unless their savings are in a 
form that will preserve buying power. During the 
early stages (the first two decades) of the present 
prolonged inflating since World War II, investors 
in common stocks did have net gains. During the 
past decade, however, most common stocks have 
not provided satisfactory investment media. In 
the future, most securities and savings media 
almost surely will provide investors with substan
tial real losses. 

For the foreseeable future only gold and 
gold-related assets probably will protect one's 
buying power. Gold yields no income of course, 
arid stocks of gold mining companies involve the 
usual risks of mining operations and political 
uncertainties. Nevertheless, gold at least will 
protect the buying power of one's savings, and 
gold mining stocks may provide net gains in the 
long run. 

For as far back in the history of mankind as 
the available records go, gold has provided such 
safety for investors. In spite of year-to-year 
fluctuations in the exchange value of paper 
currencies for gold, I see no reason to doubt that 
gold will prove to be more reliable than the paper 
provided by any government or group of 
governments. 
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Inflation and the Big Embezzlement 

In the preceding chapter, the high odds against 
"beating" the losses caused by a depreciating 
currency by placing one's funds in traditional 
investment media were demonstrated through the 
use of some simple arithmetic. Table II on page 4 
brings into sharp relief the potential enormity of 
losses due to rising prices. Such losses are not 
hypothetical; nor are they only potential in the 
sense that they have not yet been realized. 

As all no doubt are aware by now, prices have 
been rising for years - sometimes slower, some
times faster, but almost always rising. Generally 
rising prices and associated losses of purchasing 
power are the inevitable consequences of the 
almost continuous inflating (creating of excess 
money) that has been the insidious policy of the 
monetary and Government authorities for more 
than 3 decades. 

That inflating "robs" and "cheats" Americans 
is evident; however, few people apparently realize 
the magnitude of the embezzlement achieved 
since 1940 by the perpetrators of inflating. 
Instead of counting the losses through this form 
of embezzlement, one alternative might view the 
losses as "contributions" to the "success" of 
prolonged inflating. This latter perspective em
phasizes the culpability of all who keep their 
wealth in forms that invite this type of 
embezzlement. Thus, in not being deceived by 
the money mirage, one not only protects his 
wealth but also denies success to those who 
would benefit from inflating. 

The Types of Savings 

The funds belonging to the Nation's "forgotten 
men" (William Graham Sumner's name for the 
" ... quiet, virtuous, domestic citizen, who pays 
his debts and his taxes ... ") from which they 
contribute to the "success" of prolonged inflating 
are held largely in nine principal forms of 

investments. 
One of their largest single investments is in life 

insurance and annuities. The· actual sum thus 
accumulated at any time is not the face amount 
of outstanding life insurance and annuity policies 
but the reserves held by the insurance companies 
for such policies. (Of course, from the bene
ficiaries' point of view, reductions in the buying 
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power of the dollar reduce the buying power of 
the face value of policies, also; but the policy 
holder himself directly loses, or contributes to 
the "success" of the inflating, only the loss in 
buying power of the cash value of his policy.) 

A second important investment made for 
individuals is the total of trust funds held by the 
Government for old-age pensions, employment 
and disability insurance, railroad retirement 
funds, and veterans' life insurance. 

A third source from which contributions to the 
"success" of inflating are made is the total of 
savings or time deposits in the Nation's commer
cial and mutual savings banks. In recent years, 
the percentage of depreciation of each dollar on 
deposit has exceeded the interest earned during 
the year. The stated amount of a deposit has 
increased as interest was added, but even the 
deposit thus enlarged will buy less than it would 
have at the beginning of the year. 

A fourth principal investment likewise vulner
able to the thieving propensities of the infla
tionists is the total of accounts with savings-and
loan associations and credit unions. 

A fifth principal investment is in the form of 
U.S. Government bonds. About four-fifths of the 
total held by individuals are the U.S. savings bonds 
so widely owned. For all Government bonds, Dr. 
Franz Pick, the internationally-known expert on 
depreciating currencies, has coined the appropriate 
name "certificates of guaranteed confiscation." 
Once upon a time that name could not have justly 
been applied to the securities issued by the U.S. 
Government, but that was in the days when a gold 
clause guaranteeing repayment at maturity in 
dollars of the same gold weight and fineness as 
when the bonds were issued was honored. 

A sixth investment made by the "forgotten 
men" is in the bonds of States and municipalities. 

A seventh investment is in the bonds of 

corporations. 
An eighth investment is in the loans secured by 

mortgages. (In order to avoid duplication, in
cluded here is only that portion of such 
mortgages held by individuals.) 

A ninth form of investment includes the 
currency as well as checking accounts held by 
many individuals. 



What the Figures Show 

Shown in the accompanying table are the 
annual amounts saved in the form of the 9 
principal types of investments held by 42 million 
of the Nation's families. The remaining 13 million 
families and a few million individuals including 
the politicians who have indirectly used the 
"embezzled" funds to buy votes, the speculators, 
and the lucky few of organized labor who have 
kept ahead of the game (they think, albeit 
unwittingly losing the buying power of future 
pensions), probably have gained from the effects 

TABLE IV 

CONTRIBUTIONS TO THE 
"SUCCESS" OF INFLATING 

(billions of dollars) 

Total Relative Savings 

Savings Purch '.go Expressed in 

During Then-Current Power of Now-Current 

Year Dollars Dollars* Dollars 

{l) {2) (3) (4) 

1939+ 127.8 100.0 508.6 
40 11.9 99.2 47.0 
41 9.3 95.3 35.3 
42 23.3 85.7 79.5 
43 35.7 79.8 113.4 
44 41.7 79.~ 131.8 
45 38.1 77.1 117.0 
46 3.2 74.8 9.5 
47 12.3 63.3 31.0 
48 8.1 57.9 18.6 
49 9.5 58.5 22.1 

1950 11.3 58.6 26.3 
51 17.8 53.8 38.1 
52 19.6 52.6 41.0 
53 21.0 52.1 43.5 
54 22.1 51.8 45.6 
55 29.3 52.1 60.8 
56 26.7 51.3 54.5 
57 25.9 49.6 51.1 
58 32.3 48.2 68.2 
59 35.8 47.9 62.0 

1960 37.6 47.l 70.5 
61 43.2 46.7 80.3 
62 38.6 46.2 70.9 
63 50.9 45.6 92.3 
64 61.2 45.0 109.6 
65 64.8 44.1 113.8 
66 54.7 43.0 93.7 
67 81.3 41.9 135.5 
68 85.0 40.2 136.0 
69 55.3 38.1 83.8 

1970 85.2 35.9 121.9 
71 121.4 34.5 166.2 
72 147.4 33.4 196.l 
73 110.9 31.6 139.3 
74 106.3 28.5 120.2 
75p 117.0 26.1 121.4 

TOTAL LOSS (1940 through 1975) 

Loss of 

Real Wealth in 

Now-Current 

Dollars 

(5) 

380.8 
35.1 
26.0 
56.2 
77.7 
90.1 
78.9 
6.3 

18.7 
10.5 
12.6 
15.0 
20.3 
21.4 
22.5 
23.5 
31.5 
27.8 
25.2 
29.7 
32.4 
32.9 
37.l 
32.3 
41.4 
48.4 
49.0 
39.0 
54.2 
51.0 
28.5 
36.7 
44.8 
48.7 
28.4 
13.9 
4.4 

$1,632.9 

*Midyear figures compared with the December 1939 dollar after 
1939; February 1975 = 25.2. + At year-end. p Projected. 
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of the prolonged inflating. 
Column 2 of the table shows the total of such 

investments at the end of 1939 and the 
accumulation each year thereafter, expressed in 
then-current dollars. As nearly everyone knows, 
the. dollars invested during previous years now 
purchase less. Savers have suffered a loss of real 
wealth because of inflating and the resultant 
increase in prices (inflation). In order to calculate 
the loss, the savings during each previous year 
have been expressed in terms of now-current, 
depreciating dollars and are shown in Column 4.1 
Note that of the savings during 1940 of $4 7 .0 
billion expressed in now-current dollars, savers 
could claim only $11. 9 billion. The difference of 
$35.1 billion, (shown in Column 5) is the loss of 
savings expressed in now-current dollars. 

How Much Embezzled? 

That such contributions to the "success" of 
inflating exceeded $1.6 trillion by the end of 
197 5 may surprise readers. This forced contri
bution approximates $38,900 per family. 

During the early years of the Great Depression, 
from the end of 1929 through 1933, nearly 40 
percent of the Nation's banks (more than 9,000) 
failed. Loud were the lamentations when deposi
tors lost $1.3 billion (in then-current dollars) as a 
result of those bank failures. However, the total 
loss to savers and holders of life insurance during 
the past 35 years in relation to total wealth was 
more than 74 times the relative loss suffered by 
depositors whose banks failed during 1929-33. 

If this huge supplementary tax, this forced 
contribution, made the process of inflating 
successful in stimulating sound and sustainable 
economic growth at a faster rate than would 
otherwise be possible, the results might be worth 
the price. But there is no instance in the known 
history of the world when such was the outcome. 
On the contrary, every episode of prolonged 
inflating has fostered maladjustments such as 
those obvious in the United States during recent 
years. Not sound sustainable economic growth 
but unbalanced, maladjusted "boom" prosperity 
eventually followed by severe recession has been 
the result of prolonged inflating at all times and 
without exception. 

Some readers may question whether the results 
are really as bad as the foregoing implies. After 
all, prosperity during recent decades has been real 

1 For readers who are interested in the mathematics, this 
was accomplished by multiplying the Column 2 entry by 
the most recently available Consumer Price Index and 
dividing by the index at the middle of the year involved. 
For example, the Column 4 entry for 1940 ·is $11.9 
billion x 166.3/42.l == $47.0 billion. 



enough. Most people actually do have more 
things to enjoy than they ever had before; the 
new cars and the new homes are real, even if 
they have been acquired by borrowing at a rate 
never before equaled. Some people may ask: "If 
that contribution approximating $1.6 trillion 
fostered such widespread prosperity, was it not 
worthwhile? The loss of savers' buying power is 
bad, but could not the situation be worse?" 

As a matter of fact the situation is worse, 
much worse. The astronomical amount just 
mentioned is only part of the loss, and perhaps 
the smaller part at that. Not only did the 
"forgotten men" lose that amount from their 
accumulated savings, they and others lost still 
more from their current incomes. All whose 
incomes increased less rapidly than did the cost 
of living lost still more, an amount difficult to 
ascertain but assuredly large. Those whose 
incomes were relatively fixed, those dependent on 
pensions, annuities, income from bonds, and on 
salaries or wages that did not increase as rapidly 
as did the cost of living, all those many millions 
of individuals also were forced to contribute to 
the "success" of prolonged inflating. 

No wonder that the Nation's poor are 
numbered in the millions and that the majority 
of all elderly citizens (according to a recent 
Government report) are living in poverty. In
comes of about half of the Nation's wage earners 
have not increased as rapidly as has the cost of 
living. Millions in the lower wage scales, in 
addition to the many millions retired on fixed 
incomes, are losing billions of dollars of buying 
power every year. 

A few comparisons may help readers to grasp 
the magnitude of the losses that have occurred. 
The total of $38,900 per family for the 36 years 
is · $1,081 per year. For the average family of 
four, this approximates the expenses (excluding 
depreciation) of operating their car for a year, or 
it is one-third of their food, or more than half of 
their clothing budget every year. Perhaps many 
would be willing to sacrifice on this scale if those 
receiving low wages or the elderly poor obtained 
the benefit, but this is precisely what does not 
occur. Instead of benefiting those most in need, 
inflating makes those who can least afford the 
losses attributable to inflating the victims of it. 

Prosperity Or? 

But to revert to the tangible evidence of 
widespread prosperity, what does it reveal? 
Simply that some have benefited at the expense 
of others and have obtained in the form of 
consumption goods for immediate use wealth 
that, in order to sustain economic growth, should 
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have gone to others who had earned it or in part 
should have been invested in such things as roads, 
schools, colleges, and the more efficient factories 
that would have helped the United States 
maintain its position in a competitive world. 

To an extent that cannot be measured, the 
citizens' savings, which would have fostered 
sound economic growth and provided for protec
tion of dependents as well as retirement pensions, 
have been drawn upon to spend for current 
consumption. Everyone who saves knows that he 
could have another car in his garage, more 
expensive vacations, more steak, and a higher 
standard of living generally if he would spend 
instead of save, draw on his past savings, and 
incur debt to buy more things today. Something 
much like this has been done during the past 
three decades. The principal difference is in the 
fact that instead of savers withdrawing their 
accumulated funds to spend currently, the 
withdrawal has been accomplished by the perpe
trators of inflating through the subtle "embezzle
ment" that is an aspect of the process. 
Specifically, while the Nation's savers thought 
they were adding about $1.8 trillion to their 
savings during the years 1940 through 1974, the 
beneficiaries of inflating were embezzling nearly 
one half of the real wealth from the buying 
power of the funds saved. 

Where Did the Real Wealth Go? 

In an ordinary "stick up," embezzlement, 
fraud, or other form of larceny, the loss of the 
victim usually is equal to the gain of the thief. In 
an economy whose money-credit system has been 
subjected to inflating, the resulting redistribution 
of wealth is indirect and much more complex, 
and it affects virtually every individual in the 
society. 

Because of the magnitude of its operations and 
because of the relationship of its fiscal operations 
to the process of inflating, the Federal Govern
ment has been a major factor in the redistribu
tion of wealth due to inflating. 

In early 197 6 the Federal Reserve Banks 
owned about $90 billion of various debt 
obligations of the Federal Government,. and 
commercial banks owned about $9 3 billion. 
Because the savings-type liabilities of the Federal 
Reserve System are nominal in amount, nearly all 
of its holdings of Federal obligations reflect 
inflationary purchasing media made available to 
the Federal Government during the past 36 years. 
In other words, the Federal Reserve created 
purchasing media for the Federal Government's 
ui;e, and such purchasing media did not represent 
anything offered in the markets. A large portion 



of the commercial banks' holdings of Federal 
debt also may reflect inflationary purchasing 
media created for the use of the Federal 
Government; however, such excess purchasing 
media cannot be allocated among borrowers, and 
the Federal Government is only one among many 
recipients of such funds from commercial banks. 

This "borrowing" of previously non-existent 
purchasing media is only a portion of the total 
Federal debt of about $600 billion outstanding at 
the end of March 197 6. The roughly $140 billion 
of such debt held in Federal Trust and Agency 
accounts and the roughly $280 billion held by 
private non-bank investors reflect expenditures by 
the Federal Government of already-existing pur
chasing media. 

The deficits of the Federal budget, whether 
financed with inflationary or noninflationary 
purchasing media, have made the Federal Govern
ment the largest debtor in the Nation and the 
world. As such the Federal Government has 
benefited to the extent that its eventual repay
ments, if any, will represent far less real wealth 
than did the purchasing media originally bor
rowed. 

Finally, the progressive rate schedule for 
Federal income t~xes have resulted in an 
increasing proportion of national income accruing 
to the Treasury as money incomes have increased 
as a result of inflating. This has had the same 
effect as an increase in taxes without the 
politically unpalatable requirement of formal 
legislation. 

Readers should be reminded at this point that 
organizations do not receive or enjoy economic 
benefits or incur economic losses - people do. For 
example, the employees and the owners of a 
business corporation are the ones who benefit (or 
lose) if the corporation prospers (or fails). A 
corporation is merely a means by which individuals 
organize themselves, usually for some economic 
purpose. Thus, the large amount of real wealth that 
the Federal Government has obtained as a result of 
inflating has not, strictly speaking, benefited the 
Federal Government, which can act only as an 
intermediary in the transfer of real wealth. 

Federal Spending 

For one to identify specific spending programs 
that appeared to be feasible because of inflating 
(as distinguished from expenditures that would 
have been made in any event) is impossible. 
Nevertheless, inflating has facilitated great ex
cesses in some Government spending programs. 
The prosperity artificially stimulated by inflatip.g 
h:as misled Government authorities to believe 
th~t the Nation could afford huge e.Kpenditures 
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for various purposes. 
Foreign aid has been estimated to have totaled 

nearly $140 billion during the twenty-five years 
1946-1971. (The net interest on this amount, 
assuming that it was entirely financed by 
borrowing, was estimated at nearly $7 5 billion 
during the same period.) Although some portions 
of these funds may have helped to strengthen 
European allies that were devastated- during World 
War II, a substantial portion of this amount has 
been expended on programs that have produced 
few tangible results in terms of obtaining reliable 
allies for the United States or of increasing the 
material well-being of the masses in the recipient 
countries, In some instances, foreign aid programs 
have hindered development, as some poorer 
countries such as India (the recipient of more 
than $8 billion of U.S. aid) have adopted socialist 
regimes that they otherwise could not have 
afforded. Such regimes have discouraged private 
capital formation by internal and external sources 
and have doomed the populace of much of the 
so-called Third World to at least another 
generation of abject poverty and misery. 

The manifest failure of most foreign aid 
programs to improve the lot of the majority of 
persons in the "underdeveloped countries" has 
often been cited as demonstrating only the need 
for additional aid. Not surprisingly, this notion is 
most often found among the so-called experts 
who administer such programs. This group is, of 
course, one of the few readily identifiable 
beneficiaries of foriegn aid, which has supported 
bureaucrats here and abroad at levels of consump
tion and affluence that they otherwise could not 
have achieved in private industry or enterprise. 

The cost of the war in Vietnam has been 
estimated by the Department of Defense at more 
than $100 billion in military assistance alone. 
Non-military aid to South Vietnam of $15 billion 
is included in the total for foreign aid. The cost 
in terms of the young men who were killed or 
permanently disabled as well as the cost to the 
fabric of American society cannot be evaluated 
adequately. Whatever these costs, the benefits of 
this war, if any, no doubt will continue to be 
debated for many years to come. 

One group that benefited from this war is the 
career members of the military establishment who 
received promotions and who survived their 
combat experience. At present, the 2.3 million 
personnel of the armed forces are commanded by 
an officer corps with more three- and four-star 
generals than were commissioned at the height of 
World War II, when 12 million men and women 
were in uniform. 

Farm programs, with the stated purpose of 



"stabilizing farm prices and income,'' have cost 
taxpayers many billions of dollars over the years. 
For many years the principal means used in 
efforts to achieve "stable" farm prices and 
income involved Government purchases of surplus 
production at "support" prices. The difficulty of 
disposing of the large stocks of farm commodities 
thus acquired eventually resulted in a greater 
emphasis on direct payments to farmers for not 
growing crops. 

The total cost of these programs continues to 
be the subject of much debate. To the extent 
that the Government's efforts to increase farm 
prices to artificially high levels have been 
successful, the added cost of food to the 
consumers probably has been many billions of 
dollars in addition to Government outlays. 

Federal farm programs have involved extensive 
intervention with the free market that otherwise 
would have determined the allocation of produc
tion factors and the level and mix of agricultural 
output. During the 5-year period 1968-72 in
clusive, Federal budget outlays for "farm price 
and income stabilization" totaled about $25 
bil~ion, or more than 37 percent of the $67 
billion reported as the net cash income of farmers 
during the same period. Critics have asserted that 
most of these outlays went to wealthy and 
corporate farm interests rather than to the rural 
poor. 

In 1945, the Department of Agriculture had 
one employee for every 288 persons engaged in 
farm production. By 1972, the farm population 
had decreased by almost 60 percent, but the 
number of persons employed by the Department 
of Agriculture had increased by 39 percent 
(presumably to administer the wide range of 
increasingly complex programs) so that it had one 
employee for every 82 men, women and children 
"down on the farm." 

Since 197 2 the prices of agricultural products 
have increased markedly and Federal outlays for 
agriculture have decreased substantially. While the 
latter development has been welcomed, the cost 
of the past Federal expenditures on agriculture 
have not been recovered thereby. 

Housing programs have cost many billions of 
taxpayers' dollars during the past 30 years. 
Because of the multiplicity of such programs, 
many of which involve loans and guarantees of 
loans, the full costs may not be known for many 
years to come. Some projects reportedly have 
rewarded unscrupulous real estate operators as 
the result of mal-administration, fraud, or both. 
Some land, buildings, and houses have been 
purchased at inflated prices by "urban renewal" 
projects and by poor persons using mortgages 
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insured by the Federal Housing Administration. 
Reportedly, scandal-ridden defaults under the 
latter program have made the Federal Govern
ment the largest slumlord in the Nation. 

Other projects may have benefited no one at 
all. Public housing developments in major cities 
sometimes have created nearly uninhabitable 
environments of concentrated human misery, rife 
with violent crime, vandalism, and fear. For 
example, at the notorious Pruitt-Igoe apartment 
complex in St. Louis, conditions in the project's 
43 buildings were so bad, even at the time of its 
completion, that many of its 2,870 units were 
never rented. After only 20 years, more than half 
the project was abandoned as unfit to live in. 
Apparently, at least two-thirds of the nearly $60 
million of public funds it received in loans was 
lost. 

A "showcase" transit system financed by the 
Federal Urban Mass Transportation Administra
tion has been under construction at Morgantown, 
West Virginia since 1970. This project was 
expected to move students, faculty, and others 
between points of the campus of West Virginia 
University on a 3.2-mile, 6-station elevated 
system using automated electric vehicles con
trolled by a computer. The cost was originally 
estimated at $13.4 million. By mid-197 5, $64 
million had been spent on the project and a new 
contract was negotiated for its completion at an 
additional cost of $48 million. 

Much of the real wealth lost by savers thus has 
been dissipated or redistributed to the various 
beneficiaries of the Federal spending programs 
described above. The Federal Government has 
functioned as an intermediary in the redistribu
tion and, frequently, dissipation of such wealth. 

Other Intermediaries 

Real wealth lost by savers also has been 
redistributed to others as a result of the activities 
of other intermediary organizations and institu
tions. All issuers of debt instruments have 
participated in the redistribution of wealth to the 
extent that individual lenders have incurred losses 
of real wealth and borrowers have gained or will 
gain as repayments are made with depreciated 
dollars. Other intermediaries include: 

State and local governments have an aggregate 
indebtedness of about $180 billion. Due to 
income-tax considerations, individual holders of 
this debt are primarily those with above-average 
incomes. The benefits provided by most such 
government spending programs usually have been 
neutral or directed in favor of lower-income 
persons. Some of the real wealth lost by the debt 
holders as a result of rising price.1; thus has been 



redistributed to lower-income persons. 
Nonfinancial corporations have comprised one 

of the largest categories of borrowers during the 
pbstwar era. Because their financial assets denom
inated in dollars (such as cash and accounts 
receivable) usually are smaller in amount than 
their financial liabilities (accounts payable, short
and long-term debt, etc.), the stockholders of 
large nonfinancial corporations have received 
"windfall" profits to the extent that real assets 
(land, inventories, plant, and equipment) have 
appreciated in money value. 

:Financial intermediaries include commercial 
banks, mutual savings banks, savings and loan 
associations, life insurance companies, and the 
fiduciaries of pension plans. Individuals hold 
many of their fixed-dollar claims in such 
institutions. Because the monetary assets of these 
organizations usually equal or exceed their 
monetary liabilities, their employees and owners 
do not receive any "windfall" profits resulting 
from general increases in the price level. However, 
the depreciation of the currency creates a 
demand for increased deposit balances and face 
value of life insurance in force. Therefore, the 
owners and employees of financial intermediaries 
may have benefited from inflating to the extent 
that the increased dollar value of their trans
actions has fostered increased salaries, wages, and 
dividends. 

The commercial banks require special mention 
here because they are the only intermediaries 
permitted to create purchasing media by making 
bookkeeping entries or by issuing currency. Thus, 
aside from their intermediary role in the transfer 
of wealth from creditors to debtors during 
inflating, the banks and their owners receive 
additional income from their inflationary loans 
and investments. 

Pension plans are one of the means by which 
savings are accumulated for the future use of 
individuals. Contributions, whether made by the 
individual or his employer, are invested, and the 
principal and accumulated income are used to 
provide retirement income to the beneficiaries of 
the plan. The amount of the contribution is 
determined by the level of the benefits to be 
provided and various actuarial assumptions. Be
cause their liabilities (future benefits) are fixed, 
pension plans formerly invested primarily in 
fixed-income securities. During recent years most 
plans have increased their equity investments in 
the hope of obtaining investment returns in 
excess of those assumed in the calculation of the 
annual contribution. Unfortunately, these shifts 
have been made largely at extremely high prices 
lfor stocks, and the consequences may be 
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disastrous. From the beneficiaries' point of view, 
the expected receipts from a pension plan are 
equivalent to fixed-dollar investments such as 
annuities. 

When prices increase, the real value of pension 
benefit payments decreases. Many participants in 
pension plans probably do not realize that the 
value of their future pension benefits will not 
provide adequate income after prices have 
increased greatly. Such participants probably have 
spent more of their current incomes than they 
otherwise would have spent; in effect, they have 
dissipated in consumption expenditures real 
wealth that has been lost from their pension 
savings as a result of inflating. 

When a pension plan is started, or the level of 
benefits is increased, the funds required to 
provide for existing pensioners or soon-to-retire 
employees obviously have not been contributed 
in prior years. The funding of this "past service 
liability" is commonly done over an extended 
period, as long as 30 to 40 years. Because of 
marked increases in the cost of living during 
recent years, most pension plans frequently have 
increased the amount of payments, and few plans 
are "fully funded." Therefore, increases in 
payments to pensioners must necessarily be paid 
out of current contributions. This transfers 
wealth from employed persons to retired persons. 

Speculators 

One group of persons who often are cited as 
beneficiaries of inflating are the so-called specu
lators who have placed their savings directly or 
indirectly in real assets rather than in monetary 
assets. Under noninflationary conditions, real 
assets purchased as investments would be ex
pected to retain their value in terms of 
purchasing power. Some might increase in value 
and others might decrease as tastes and tech
nology changed, but such fluctuations would be 
expected to average out. Under conditions of 
inflating, real assets would be expected to 
increase in monetary value. However, so-called 
speculators in real assets can do no more than 
maintain their wealth unless (1) the things 
acquired were financed in part by borrowing, or 
(2) such things increased in value in relation to 
goods for consumption. The first process has 
occurred in many instances, with the result that 
real wealth has been transferred from savers to 
"speculators," who have borrowed to purchase 
such things as real estate and common stocks. 
(Note that even without borrowing directly, 
investors in common stock of companies that 
carry net indebtedness on their balance sheets 
participate in this process.) The substantial 



increases in prices for such things as suburban 
real estate, antiques, and art works probably 
reflect the second process, as more and more 
individuals have sought refuge from depreciating 
currencies. But gains to "speculators" from the 
latter process would appear to reflect sh if ts in 
demand rather than a transfer of wealth from 
savers. The group of persons usually called 
"speculators" may be able to avoid some of the 
effects of inflating and even to improve their 
positions by correctly anticipating its effects, but 
a "speculator" cannot be said to receive any of 
the real wealth lost by savers unless he is also a 
net debtor. The latter group includes many 
persons, such as mortgage borrowers, who may or 
may not consciously be "speculating." 

The preservation and promotion of institutions 
that enable each individual to provide for himself 
in ways of his own choosing has been a 
cornerstone of our system for nearly 200 years. 

Arthur Okun, a former Chairman of the Council of 
Economic Advisors, has observed: 

"Our financial system ought to serve both 
investors who want to earn maximum returns (and 
are willing to take substantial risks) and holders of 
reasonably safe assets who view their savings 
largely as deferred consumption. The latter are not 
accommodated during inflation .... Inflation cre
ates in this way an unhappy division of savers into 
'sharpies' and 'suckers,' if I may borrow some 
nontechnical terminology. The former make 
sophisticated choices and often reap gains on 
inflation which do not seem to reflect any real 
contribution to economic growth. On the other 
hand the unsophisticated saver who is merely 
preparing for the proverbial rainy day becomes a 
sucker."2 
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2Arthur Okun, et al., Inflation: The Problems It Creates 
and the Policies It Creates and the Policies It Requires, New 
York University Press, New York: 1970. 





III. 

The Three Greatest Swindles in the History of Mankind 

The word "swindle" is the usual name for 
obtaining money or property by fraud or deceit. 
The key elements of a swindle are that money or 
property has been taken from someone, with or 
without his explicit consent, and that the person 
has been deceived or somehow led to believe that 
his money or property either remains safely in his 
possession or would be available to him in the 
future. 

The Inflating Swindle 

Unquestionably the greatest swindle in the 
history of mankind is the inflating process under 
way in the United States. Inflating is the name 
applied to excess issues of currency and checking 
accounts, the excess being whatever such pur
chasing media are created beyond the amount 
required to represent the flow to the Nation's 
markets of things produced at pre-inflating prices. 

A principal noticeable consequence of inflating 
is a general rise in prices, which reflects the 
increased bidding for things offered in the 
markets. In other words, the buying power of the 
dollar depreciates. There are other consequences 
of inflating, including temporary prosperity for 
businesses, misdirection of economic resources to 
satisfy temporarily distorted demand, etc. If long 
continued, as inflating in the United States has 
been since World War II, the distortions can 
become great, with an accompanying encourage
ment of borrowing and speculation that may, and 
almost surely has, reached dangerous proportions. 

The swindling effected by inflating affects all 
who have placed their faith in assets denominated 
in the Nation's currency. Such assets are: private 
and public pension reserves; deposits in savings 
banks and savings and loan institutions; savings in 
credit unions; U.S. savings bonds and all other 
bonds (State, municipal, and corporate) held by 
individuals; mortgages held by individuals; and 
the cash values of life insurance policies. Of 
course, the face values of life insurance policies 
also lose buying power, but those are losses to be 
realized in · the future rather than losses that 
already have occurred. · 

As was pointed out in the preceding chapter, 
estimated losses to the end · of 197 5 from the 
above investment classifications exceeded $1.6 
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trillion dollars. Never have the people of any 
country been victimized to this extent before. 
The fact that nearly $2 trillion dollars remains to 
be embezzled from such investments must be 
small comfort to those who have suffered the 
great loss, however encouraging it may be to the 
swindlers who are continuing the process. 

The Social Security Swindle 

We realize that in designating Social Security as 
the second greatest swindle in the history of 
mankind, we may not be expressing a popular 
view. Who is going to like anyone who seems to 
be shooting at Santa Claus? As now constituted, 
Social Security is a swindle in that people are 
being induced to part with their money by 
promises that clearly cannot be kept. However, 
instead of urging that Social Security be 
terminated, we urge that its express and implied 
promises to all who have participated must be 
kept. 

No doubt, early contributors to the Social 
Security old-age pension scheme thought that the 
Government was operating ah actuarially sound 
pension plan from which they could count on 
receiving their retirement payments in due course. 
Actually, this never has been the nature of the 
Social Security old-age pension scheme. If private 
interests endeavored to operate a similar plan, all 
of its promotors probably would be in jail for 
fraud. 

Most people perhaps now understand that the 
Social Security old-age pension plan does not 
pretend to be actuarially sound. Payment of 
future benefits depends on the willingness and 
ability of future workers to bear the increasing 
tax burden. However, the public has been assured 
by Government officials that this is a safe way to 
operate, that if Social Security taxes become 
higher than workers are willing to pay, the 
Treasury's general funds can be relied upon to 
make good any shortage. 

The deceptiveness of such assurances is re
vealed by the following observations: 

1. Higher Social Security taxes have adverse 
effects on family spendable incomes similar to 
those of a recession or depression in which 
earnings are reduced by the substitution of 



part-time for full-time work. 
A recession or depression accompanied by 

falling prices at least benefits those who maintain 
their earnings, but higher Social Security taxes hit 
every employed person, no matter how small his 
wage. 

2. Long-continued inflating has forced up 
prices of necessities (food, clothing, and shelter) 
about twice as rapidly as prices of consumer 
goods generally. This puts extreme pressure on 
the majority of workers whose wages have not 
kept up with the Government's cost of living 
figures. 

3. Although many of those born during the 
great post-World War II "baby boom" have 
reached working age, even their numbers, great in 
relation to persons retired, have not prevented 
increases in Social Security taxes to roughly 12 
percent of payrolls. 

4. The latest population figures show that the 
birth rate has been declining since 1960. Now it 
has fallen below the rate required to maintain the 
present population. 

5. Even before the recent availability of new 
contraceptives and legal abortions, the birth rate 
has decreased markedly during major recessions 
and depressions, when many families felt they 
could not afford more children. 

6. In the years ahead such taxes must increase 
greatly as, first, those born in the 1920's baby 
boom and then those born in the post-World War 
II baby boom reach retirement age. If present 
trends continue, Social Security taxes will require 
60 percent of payrolls (including the employers' 
share, which necessarily is paid by the employees 
in the form of lower wages or higher prices) 
within a half century. 

7. If the number of new births per family 
decreases further, as it seems certain to under the 
pressure of higher and higher taxes, which force 
down standards of living, another decade or so 
beyond the next half century would bring Social 
Security taxes nearly equal to then-current 
payrolls. Obviously, the situation would become 
impossible long before this circumstance arose. 
Those who work must retain enough of their pay 
to buy the necessities of life. 

These are not the wild imaginings of some 
ideological opponent of Social Security. They are 
the sobering results of actuarial calculations that 
take into account trends already evident. 

Parenthetically, the publicized concern about 
overpopulation, at least in Western civilization, is 
'beginning to appear more than a little silly. What 
should be worried about is not the population 
explosion but the population implosion. Race 
suicide may have begun on a disturbing scale. 

In any event, that assurances all is well with 
Social Security are deceitful is all too apparent. 
Official estimates indicate that a fund totaling 
about $2.6 trillion should have been accumulated 
to make the system actuarially sound. For all 
practical purposes, this amount may be regarded 
as a mortgage, in addition to the nearly $2 
trillion of other debt, that will burden everyone 
in the United States for a long time to come. 

Clearly, the "selling" of the Social Security 
System of old-age pensions to the people of the 
United States and the assurances that all is well 
constitute the second greatest swindle in the 
history of mankind. As time goes on it may take 
first place away from the inflating swindle, which 
is leading the procession for the time being. 

The S. E. C. Swindle 

The third greatest swindle in the history of 
mankind has not as yet reached anywhere near 
the proportions of the two described above. 
Nevertheless, at perhaps $100 billion now with 
more to come, it is worth mentioning. It involves 
another creation of the Government designed for 
the "good of the people" - the S.E.C. (Securities 
and Exchange Commission). 

An interesting difference between investment 
experience in the last half of the 1920's and that 
in recent years has been the timing and 
magnitude of new issues of common stock. In the 
1920's, a total of $7.7 billion worth of new 
stocks were issued in the years from 1925 to 
1929 inclusive. Not surprisingly, the amounts 
issued in each year thereafter decreased greatly, 
to relatively negligible totals (only $0 .1 billion in 
1932). 

The great rise in stock prices during the 1920's 
ended late in 1929; the post-World War II rise 
ended in January 1966. However, the tremendous 
bulge in new issues has come .after rather than 
before the peak in recent years. In the 5 years 
1969 to 197 3 inclusive, new corporate issues of 
common stock sold in the over-the-counter 
market alone totaled approximately $42 billion. 

Of course, stock prices did not collapse and 
investor confidence was not undermined in 1966, 
as it had been following the panic of 1929. This 
may account for the willingness of investors to 
buy huge totals of common stock after the 
approximate peak of the market had been 
reached. Presumably effective in sustaining in
vestor confidence in new issues was the fact that 
all new issues (with minor exceptions) had to be 
registered with the Securities and Exchange 
Commission. 

The Securities Act of 1933 and subsequent 
amendments thereto were intended to prevent a 
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repetition of the 1929-19 32 experience for 
investors, when many of the securities sold earlier 
proved to be worthless or nearly so. New issues 
are required to be registered, and rhuch detailed 
information must be provided not only to the 
Commission but also to anyone to whom the 
security is offered. Moreover, no offers may be 
made until the registration becomes effective, 
i;hat is, has not been rejected or postponed by 
the Commission. 

Sellers of new issues are not permitted to 
represent that the Securities and Exchange 
Commission has approved or recommended a 
security. Nevertheless, anyone familiar with what 
occurs in brokers' offices throughout the Nation 
has seen ample evidence that the general public 
assumes that the S.E.C. somehow is safeguarding 
the investors' interest. If not, why does it exist? 

Any experienced observer of the securities mar
kets knows that, in most instances during recent 
years, new issues were rapidly bid up to levels 
above the offering price, usually to at least double 
and in many instances to several times the offering 
price within a few months. This is the classical pro
cedure for "pulling in the suckers." One result is 
that the initial offering brokers "make a killing" 
and the general public pays far more than the origi
nal offering price for the stock. 

Was The Public Protected? 

Whether or not the public was protected is a 
fact that will not be known for a few more years, 
if ever. Nevertheless, some striking figures already 
are available. 

Approximately 8 ,000 new corporate stocks, 
S.E.C. registered of course, were issued from 
1969 through 1973 inclusive and sold over the 
counter. A study of a representative sample 
revealed that: 

1. By the end of 1972, nearly half of the 
stocks sold to the public since 1967 had declined 
87 percent from the peak prices reached earlier. 

2. By mid-1974, current quotations could be 
found over a two-week period for less than 10 
percent, even dealer bid prices were available for 
only a few more, and for by far the most no 
record of any market was available. In other 
words for most of them an investor would have , . 
a difficult time finding a buyer at any pnce. . 

3. If the sample tested was representative, 
investors lost in only a few years ,much of the 
$42 billion placed in new stock issues sold over 
the counter. In fact, they lost much more, 
because relatively few bo1:1g~t at the . offering 
price on which the $42 billion fl~~re is bas~d. 
Most paid far more than the ongmal offermg 
price, perhaps several times as much. 
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And what about those S.E.C.-required financial 
statements, certified by prestigious accounting 
firms? Are they not adequate information on 
which to base a sound decision? The answer to 
this is in three parts. 

1. Every major bankrupt firm has published 
fancy annual reports duly audited by a pres
tigious accounting firm each year while the 
fraudulent procedures were continuing. Almost 
everyone knows about those in recent years such 
as Penn Central, Equity Funding, the salad oil 
scandal, Four Seasons Nursing Homes, the United 
States National Bank of San Diego, Franklin 
National Bank, and many more. 

2. The following is quoted from Principles 
of Auditing, by Walter B. Meigs and E. John 
Larsen: "Many businessmen erroneously believe 
that an audit report constitutes a representation 
by the auditor that the statements are correct 
and that no fraud exists. It is advisable for the 
auditor to make clear at the beginning of an 
engagement that the very nature of the examina
tion prevents any such ironclad assurance as to 
the absence of fraud."3 Incidentally, the legis
lation establishing the Securities and Exchange 
Commission was intended to put the investors in 
the same position as business management with 
reference to the responsibilities of an auditor. 

Anyone who thinks that audits by even the 
most prestigious public accounting firms are a 
protection against fraud is simply silly. At best, 
audits have sometimes disclosed that fraud har. 
occurred, almost invariably after the investors' 
money has disappeared. This is not to assert t~at 
audits are useless, of course, but to emphasize 
that they serve other purposes primarily rather 
than the prevention of fraud. 

3. Unfortunately, in an age of inflating 
nearly all audited statements conceal rather than 
reveal the greatest "swindle" of all, the subtle 
erosion of capital values, overstatement of 
inventory profits, and resulting diversion of cash 
flow to taxes that has bankrupt many businesses 
and will bankrupt many more. Audited state
ments provide no protection whatsoever against 
this gross continuing fraud, which only some of 
the accountants now are beginning to understand. 

The facts raise serious questions: 
1. Has the S.E.C., unwittingly of course, 

served as a Swindlers' Encouragement Com
mission? 

2. Did the S.E.C., unintentionally of course, 
serve as a Suckers' Entrapment Commission, by 

3w alter B. Meigs and E. John Larsen, Principles of 
Auditing, Fourth ed., Richard D. Irwin, Inc., Homewood, 
Illinois, 1969, p. 55. 



ignoring the rampant manipulation of prices for 
new issues in the over-the-counter market, 
thereby inducing confidence where there should 
have been skepticism? 

3. Is the whole idea of an S.E.C. a basically 
mistaken one in that it seeks to substitute 
voluminous representations of facts, accounting 
records, etc. for what I believe is the investor's 
only practicable protection, finding wise and 
honest men who will safeguard his investment to 
the best of their ability? That the S.E.C. (and the 
"baby" S.E.C.'s in many States) has been a 
wonderful thing for the legal profession, for 
accountants, and for printers of prospectuses 
seems indisputable, but that the funds of the 
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average investor thus have been safeguarded seems 
open to question. 

Conclusion 

Perhaps the principal influence accounting for 
the simultaneous flourishing of the three greatest 
swindles is the prolonged inflating since the 
l 930's. Andrew Dickson White pointed out many 
years ago that, in times of inflating, many if not 
most persons lose all sense of integrity, that 
fraud, swindles, and chicanery of all sorts grow 
like "fungus on a muck heap." What an 
incredibly rich muck heap the great inflating has 
provided, nourishing forces that may destroy 

civilized society. 



IV. 

The Dream World of Inflating 

and the Accountant's Nightmare 

The euphoria characteristic of most in
dividuals during the early and middle stages of 
prolonged inflating is beginning to be superseded 
by some understanding, on the part of a small 
minority thus far, that the currencies of Western 
civilization are depreciating rapidly. Many people 
are awakening to the fact that a dollar no 
longer is a dollar as they once knew it but is a 
mere piece of paper having no definite exchange 
value. The same is true of the other principal 
currencies. 

Citizens of the United States have lost more 
than 1.6 trillion dollars iri the buying power of 
their savings and life insurance since the be
ginning of World War II. Citizens of most other 
nations have lost less in total amount but even 
more in proportion to their relatively smaller 
per capita savings and life insurance ... 

Pensions throughout all of Western civilization 
have become a mirage in the desert. They 
dwindle and lose their capacity to support life 
as the worker nears retirement years. 

Accountants, who might have been expected 
to see the departure from financial reality 
earliest, only recently have become concerned. 
In both the United States and Great Britain the 
professional accountants' societies are striving to 
devise some means of keeping fiscal records that 
will provide an adequate measure of what really 
happens over various periods of time. The fact 
that much accounting has become meaningless 
fiction is being recognized at last. 

Recent studies by the Financial Accounting 
Standards Board and others reveal that rapidly 
dsing prices have greatly distorted the financial 
statements of businesses. According to the 
FASB, after adjusting the 197 4 reported profit 
data of several corporations for the effects of 
rising prices, substantially different financial 
results were revealed. For example, Sears, Roe
buck and Company's reported profit of $571 
million became a loss · of $29 million, and 
General Motors' reported profit of $950 million 
became a loss of $133 million. Apparently, 
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most of the reported profits of those companies 
reflected the increased valuation of their in
ventories resulting from higher prices. 

Adjusting profits for rising prices was not 
adverse for all companies. Those with substantial 
monetary liabilities gained from such an adjust
ment. Because their debts could be repaid with 
depreciated dollars, companies with large 
amounts of debt · outstanding experienced 
"gains" in the form of decreases in the real 
value of their debt obligations. Reportedly, if 
the 197 4 reported profits of the American 
Telephone and Telegraph Company were ad
justed for the effects of depreciating currency 
on that company's large amount of outstanding 
debt, its profit would have been 189 percent 
larger. 

WhHe the professionals try to devise formulas 
for converting dreams into reality, the situatio,n 
becomes worse, day by day. Floating exchange 
rates result in greater a:nd more abrupt fluct:ua
tions among the various currencies in relation to 
each other; and competitive devaluations have 
brought the rate of depreciation of most leading 
currencies to the two-digit stage, with fluc
tuating rates of decline in excess of 10 percent 
annually and a disturbing tendency to increase. 

The accounting practices of any corporation, 
if it uses substantial capital to be depreciated 
over long periods or has long-term obligations to 
pension funds, etc., has become widely sepa
rated from reality. As for the great multi
national corporations, including major world 
banks, insurance companies, airlines, and others, 
their financial records have become an ac
countant's nightmare. A profit in one currency 
m!!Y or may not be a profit in another currency 
that must be used. By the time managerial 
decisions on price changes, etc. can be made, 
fluctuating foreign exchange rates often have 
made a mockery of the accounting basis for the 
decision. 

Now it becomes increasingly clear that rotting 
paper currencies are not practicable financial 



and accounting media for a modern industrial 
society. Unfortunately, also more clear every 
day is the fact that the world's politicians and 
central bankers will do little or nothing to 
remedy the situation. For one to understand 
how the present state of affairs has developed, a 
brief historical digression is needed. 

The Facts, As Developed to Date 

During the last part of the 1800's and until 
World War I (1914), all of the leading industrial 
nations and many others used a common 
international monetary base. All of their cur
rency units were gold, although some used 
different weights of gold than others did, and 
various names such as "dollar," "pound," 
"franc," "mark," were used for the different 
unit weights. 

Because each currency unit was gold, each 
was readily exchangeable into any other, based 
on the relative gold contents. Troy ounces of 
gold (or in the metric system, grams of gold) 
were the international unit for the currencies of 
all leading nations. 

This· situation represented the peak of de
velopment for Western civilization in monetary 
matters. It facilitated commerce and made 
possible long-term accounting records that were 
meaningful rather than fictitious. Not only 
commerce between nations but also a great 
increase of useful capital was encouraged by the 
growth of savings institutions, life insurance, and 
pension funds. 

During World War I, the countries concerned 
inflated by printing paper money and mone
tizing Government debt not limited by a 
relation to the gold currency unit. The results 
were catastrophic. 

a. In Germany, the money became worth
less in 19 23, with complete loss of all savings, 
life insurance, pensions, and an economic break
down with serious depression. Eventually, a new 
gold monetary unit was adopted. In some other 
countries the experience was similar. 

b. In France, the loss of buying power of 
the currency was not so extreme as in 
Germany, but the French franc, by the time of 
DeGaulle, would buy less than one two
hundredth of what it bought in 1914. 

c. In the United States, the consequences 
were less serious, although a noticeable loss in 
buying power of the dollar occurred. 

Between World War I and World War II, an 
effort was made to restore the pre-World War I 
situation. However, the procedure adopted facili
tated inflating again because some currencies, 
esp~dally the dollar and the pound, were widely 
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used as monetary reserves by other countries as 
though they were gold. The inflationary boom 
of the 1920's was the immediate result, and the 
Great Depression of the 1930's was the 
aftermath. 

During World War II, the inflating procedures 
used during World War I were again applied, 
with similarly disastrous consequences for many 
nations. 

After World War II, the leading nations joined 
in establishing a new international monetary 
system based on gold. However, once again they 
repeated the mistake of the 1920's by providing 
that the currencies of some nations could be 
held instead of gold as the monetary reserves of 
other nations. In practical effect, this meant 
counting gold twice; once where it actually was 
held and again in other countries whose central 
banks held claims on dollars, pounds, etc. 

During the decades after World War I, the 
basic principle of sound commercial banking was 
so far departed from that it was largely 
forgotten. This principle is that all money in 
circulation should represent either things being 
offered in a nation's markets or gold held in 
the banks, which also is offered in the markets 
because anyone who has paper currency or a 
checking account (demand deposit) could claim 
gold from a bank just as he could claim things 
in the markets with his currency or with checks 
drawn on his account. When there is sound 
commercial banking, the currency plus checking 
accounts are, in practical effect, simply claim 
checks that can be used to acquire things in the 
markets (including the gold in the banks, which 
in practical effect is always being offered to 
whoever desires to give other money for it). 

Also, during the 1930's, the years of the 
Great Depression, the economic notions of 
John Maynard Keynes became widely accepted 
as the remedy for depression difficulties. The 
new economic ideas (actually old, but new to 
many ignorant of history) became virtually an 
economic "religion," with fanatic followers in 
all the leading universities of Western 
civilization. 

To summarize the new ideas, they involved 
perpetual inflating as a means of achieving 
perpetual prosperity. Dr .. Keynes' proposals 
were embodied in the charter of ··the In
ternational Monetary Fund, created in 1944. It 
became, as was intended, a great engine of 
inflation, and thus it functioned for nearly 
three decades. 

In recent years, the consequences of con
tinued inflating have become increasingly ap
parent. All the currencies of the Western 



civilization have depreciated (lost buying 
power) more rapidly during recent years than 
earlier. All are tending to become worth less 
and less, with no end in sight. 

Consequences of Inflating 

The recent international monetary turmoil, 
with a succession of crises, each more serious 
than the one preceding, is one consequence of 
the prolonged inflating. Other consequences are 
the increasing economic distortions, the loss of 
value relationships, the necessity for even 
school teachers to organize in unions in order 
to fight for their living standards. As always in 
the many centuries of recorded human ex
perience, inflating is the great destroyer of 
organized society. 

Now an advanced stage of the process has 
been reached. No one can predict the precise 
timing, but serious economic breakdown (a great 
and probably prolonged depression, markedly 
worse than that during 19 7 3-7 5) is ahead at 
some point in the perhaps not distant future if 
past trends continue. 

Eventually, if Western civilization is not to 
decline as did that of Rome and many others 
in the past, the leading nations must return to 
sound money. A modern industrial society 
cannot be maintained without a sound ac
counting unit with which to calculate long
term depreciation schedules for business and 
long-term contracts of all kinds, and to record 
savings, life insurance, and pension funds in 
real rather than fictitious values. The tremen
dous plant, equipment, and inventory invest
ments required for a modern industrial society 
cannot be maintained, replaced, and enlarged 
without correct instead of false accounting. 
Accounting in terms of paper units has 
become a fiction incapable of providing the 
information essential to the operation of 
large-scale and long-lasting enterprises. 

A Useful Accounting Unit 

Of all the possible accounting units that men 
have used, gold has proven to be by far the best. 
This fact is becoming increasingly obvious and is 
recognized by more and more people and 
businesses who are attempting to survive the 
difficult years, perhaps decades, ahead. 

Inasmuch as most modern industrial nations 
now use or soon will use the metric system, 
grams of gold instead of troy ounces probably 
will be the international currency unit of the 
future. I use the name "MAU" for one gram of 
gold in an alloy 0.999 fine (possibly 0.995 will 
become the standard instead of 0.999). The M 
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is for metric and the AU is the chemical 
symbol for gold. As 111 the past, various 
nations may give different names to the gold 
unit they finally adopt, but there is no 
practicable alternative to using gold as the 
international currency unit. . 

Already, some accounting is being done in 
terms of MAU, with MAU EX being the exchange 
value of MAU in terms of any paper currency 
indicated, such as MAUEX $, or MAUEX S. Fr., 
or MAU EX N, etc. 

Considering the exchange value of gold in 
relation to other things involves a point of view 
probably unfamiliar to most readers. The ex
change value of a commodity customarily is 
measured by its price, i.e., the number of 
currency units needed to buy it. When prices of 
commodities rise, their exchange values in terms 
of currency increase, and the exchange value of 
currency decreases. A unit of currency, however, 
formerly was a fixed amount of gold or an 
enforceable claim for it. Therefore, when prices 
of commodities rise, the exchange value of gold 
in terms of commodities decreases. 

The marked decrease in the exchange value 
of gold prior to 1918 reflected an un
precedented rise in commodities prices resulting 
from prolonged world-wide inflating. Because 
of the accompanying marked depreciation in 
the exchange value or purchasing power of all 
currencies, the world has lacked a stable 
accounting unit. Among the seriously adverse 
consequences of this situation, in the United 
States alone, 1.6 trillion dollars, calculated in 
today's currency, has been lost by savers; 
much of the buying power of future pensions 
has been eroded; and plant and equipment of 
businesses have been underdepreciated and their 
replacement impeded. 

That there is little hope for constructive action 
by any government in the foreseeable future has 
been emphasized. Perhaps, after a great de
pression a few or many years hence, the public 
will have learned the obvious lessons and will 
insist that sound money be restored. Or perhaps, 
as has happened so many times before, inflating 
will destroy social order, and dictatorships of the 
right and left, depending on the country 
concerned, will replace existing governments, in 
practical effect if not in form. 

In any event, both individuals and businesses 
who would survive financially during the years 
ahead, need not depend on governments and 
central banks to save them. They can start to 
keep their accounts in MAU and thereby avoid 
diverging too far from reality. If enough choose 
this route to survival, they may w.ell create a de 



facto monetary system that will supersede 
the pathetic monstrosity known as the 
[ntcrnational Monetary Fund and the leading 
central banks. By repeating in a shorter 
period the evolutionary progression that led 
via the merchant goldsmiths to modern 
commercial banking, those who thus put 
their own accounting in order may survive 
and hasten the restoration of a oracticable 
system of exchanges appropriat~ to a 
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modern industrial civilization. 
Supplementary Note: If there arc flights 

from the currencies in major industrial 
nations, extremely great fluctuations in the 
"price" of gold in the various currencies 
probably will occur. These may complicate 
short-run accounting problems, but any such 
difficulties will be more than compensated 
for by long-run advantages of what may be 
called accounting realism. 



v. 

The Great Threat - Conspiracy or Bureaucracy? 

Groups of concerned citizens have contended 
for many years that conspiracies are functioning 
with a view to seizing power in the United States. 
Some assert that the communist conspiracy, 
revealed when a few Communist cells in Govern
ment were exposed after World War II, still 
continues to function within Government 
agencies. Others focus attention on the Federal 
Reserve System and the "Bilderbergers," alleging 
that the world's most influential money men long 
have been plotting to seize global power. Some 
assert that the Fabian Socialist undercover 
movement is the villain in a conspiracy 
threatening to seize power by gradual means. 
Other less plausible notions are held by some 
groups. 

I have had personal experience of the work of 
a member of the Communist conspiracy during 
World War II (see the Appendix to this chapter). 
For that and other reasons I have followed 
closely the numerous reports that have been 
published, including those of Congressional in
vestigations. 

I am not persuaded, as yet, that any one of 
the alleged principal conspiracies actually is 
functioning as effectively as many people seem to 
imagine. How then do so many events occur that 
seem to reflect the efforts of one or another 
great conspiracy? 

In attempting to answer this question, I am 
keenly aware of the fact that many persons, by 
their 75th year of life, have become somewhat 
paranoid. All of us who are advanced in age have 
experienced in greater or lesser degree at times 
the "slings and arrows" of misfortune. We may 
be all too prone to imagine that a deep and dark 
conspiracy is aiming its arrows at us or at 
institutions that we love. Nevertheless, I shall set 
forth my views with whatever perspective I have 
achieved from my many years of experience. 

The Communist Conspiracy 

I have no doubt that members of the 
Communist conspiracy still are active in U.S. 
Government agencies and bureaus. Knowing that 
the procedure followed by Communists who 
achieved the higher levels in government was to 
bring their followers into the lower echelons, one 
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could hardly doubt that many still remained after 
a few Communist cell members were rooted out. 
However, I doubt that those remaining constitute 
a well organized threat to our form of govern
ment. That they wish to grasp the reins of power 
seems probable, but that they can do so, unaided 
by others, seems to me doubtful. 

The prolonged inflating may well reflect in 
part, past efforts of the Communist conspiracy, 
Nearly everyone learned long ago about Harry 
Dexter White's insistence that the printing plates 
for wartime occupation currency be sent to 
Russia. The flood of occupation currency sub
sequently issued to the Russian soldiers in 
Europe, all of which had to be redeemed by the 
United States, was part of the g~eat inflating 
since 1940. The roles that White and Hiss played 
in the Bretton Woods confe'rence and creation of 
that great engine of inflation, the International 
Monetary Fund, is well known; but the secular 
economic revelations of Lord Keynes provided 
the appearance of theoretical respectability to 
what otherwise might have been seen to be a 
preposterous plan. 

The zeal with which Socialist or Communist 
ends have been pursued by various Government 
agencies in recent decades suggests, but by no 
means proves, that Communists have been 
influential. However, for a long time now, 
relatively little in the form of identifiable overt 
action has been traceable to members of the 
Communist Party. 

The Bilderbergers 

Many people believe that the Federal Reserve 
System was foisted on the United States by an 
international conspiracy and that such a con
spiracy lives today in the form of the so-called 
"Bilderberger" group and meetings. I am in no 
position to deny the possibility that such a 
conspiracy or conspiracies have existed; but· my 
impression, based on a long and continuing study 
of the matter, is that if any such conspiracies 
exist the conspirators have not been very bright. 
The way developments are proceeding in the 
world of money-credit matters, all men occupying 
the principal seats of power in the monetary 
affairs of Western civilization... seem to be 



qualifying themselves as first-class candidates for 
hanging from the lampposts when the revolution 
comes. If I were, for example, the chairman of 
Chase Manhattan, I would not deliberately 
conspire to achieve the developments we are 
beginning to witness, and I doubt that he has 
done so. 

These comments apply virtually without ex
ception to all the leadmg central and private 
bankers of the world. Most of them are 
indoctrinated with the Keynesian revelations; 
nearly all of thei~· economists and uther advisors 
were similarly miseducated, and, like the Arabs, 
they learn but slowly from experience. 

Just consider how long we succeeded in 
swindling the Arabs by giving them depreciating 
paper dollars for oil at a fixed price; it was like 
taking candy from a baby. Do you remember 
when a former head of our Federal Reserve 
System reassured the world that the dollar would 
be protected by redeeming it in gold down to the 
last gold bar in the Treasury? If you look back 
over the record of public lying by finance 
ministers in the form of repeated assurances that 
a devaluation positively would not occur, im
mediately prior to each such defrauding of a 
nation's creditors, you will marvel not so much at 
the perfidy of some men as at the sheer, 
unadulterated gullibility of others. Who could be 
a slower learner than the Arabs were? 

A parenthetical comment is in order. If you 
seriously wish to know who could learn more 
slowly than an Arab, and if you own bonds, or 
are a participant in a pension fund, don't look in 
the mirror unless you would like to see the 
answer to the question. And we should not forget 
that the foolish and lamblike acquiescence in 
being shorn by the inflating process, the slowness 
to see what so obviously is happening when you 
look at the facts, this widespread "dumbness" of 
all too many among mankind surely is one of the 
factors responsible for the current monetary 
muddle. You don't need evil conspirators to shear 
such sheep; they all but shear themselves. Lest this 
comment seem to reflect contempt for mankind 
generally, I hasten to make clear that in my 
opinion it is not the great majority of citizens who 
are contemptible but those in positions of power 
and profit who ruthlessly take advantage of less 
well-informed persons, advantages that any man of 
high personal integrity would scorn to seize. 

The Fabian Socialists 

Several decades ago a group of inadequately 
educated psuedo-intellectuals formed a society of 
Fabian Socialists. The avowed aim of that group 
and their successors has been to infiltrate 
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gradually so that their notions may guide their 
successors to the seats of power in the world. In 
spite of all the evidence to the contrary, they 
believe that socialism is a practicable alternative 
to the hamstrung capitalism on which most of 
the economic ills of mankind are blamed. 

I refer to capitalism as "hamstrung" because 
free enterprise or unadulterated capitalism has 
not as yet existed on a large scale anywhere. 
Probably the nearest approach to the ideal was 
the situation in the United States in the days 
when individual freedom guaranteed by the 
Constitution was not substantially diluted and 
when the circumstances of the times, especially 
the availability of free land in the west, provided 
an approach to the equality of opportunity and 
free competition that are vital aspects of 
unhampered capitalism. Nevertheless, as the 
record clearly shows, the approach to the basic 
freedom goals envisioned by the Founding 
Fathers was near enough during the past two 
centuries to foster the greatest material pro
gress in the history of mankind, accompanied 
by progress in the arts as well as in the 
sciences. 

Socialism basically is a counterrevolution, a 
turning back from the search for freedom and 
individual development to the arms and guidance 
of an all-powerful State. Socialists are inter
ventionists. Every Socialist is confident that he is 
better able than his neighbor to mind the 
neighbor's business. Few Socialists probably 
would endorse that statement, but if you look at 
what they do whenever power is in their hands 
and what they clamor for when it is not, the 
accuracy of the statement is obvious. 

Socialism, as advocated by many professors, is 
accepted by idealistic and inexperienced students. 
It is not their idealism that leads them astray, but 
their and their professors' insulation from the 
realities of life. I suppose that most immature 
minds have leaned toward Socialism if not 
embraced it at one time or another, but most 
outgrow that stage of gullibility. 

My present belief is that the Fabian conspiracy 
is not so powerful that it probably will control 
our Government and greatly modify our society 
in the foreseeable future. The dreamy imprac
ticality of many adherents almost guarantees 
against success for a long time to come. 

Danger Nevertheless? 

Although I do not lie awake at night fearing 
imminent ascent to power by any one of these 
three widely discussed conspiracies, I am greatly 
concerned about the future of the United States. 
More or less hidden in the woodwork of the vast 



bureaucracy are thousands who may yet turn the 
clock back. 

Government jobs always have had great 
attraction for the indolent (which is not to say 
only those) who wish to avoid the rigors of 
competition in the world outside. But it is not 
this undetermined percentage of those in Govern
ment that I fear. 

The ones to be feared are those who seek 
power over their fellow men and are themselves 
corrupted by the power that they get. Whenever 
Government agencies and bureaus are multiplied, 
power centers are multiplied accordingly. The 
more complex Government is made, the more 
opportunities are provided for the power hungry 
and corruptible among men. 

The historical record for thousands of years 
suggests that there will never be a shortage of 
power seekers who are themselves corruptible. 
How else can one account for the large numbers 
in Nazi Germany willing to persecute, even to the 
extent of slaughtering, their fellow men in 
wholesale lots; of the large segment of Russian 
c1t1zens who bolstered Stalin by sending 
thousands to labor canips where death would 
have been a merciful release; or the human-like 
creatures who more than a century ago found the 
fodder for the guillotines in France and exulted 
as heads rolled; or the witch and heretic hunters 
of early days in this country? 

As I endeavor to see as clearly as I can, I 
wonder: If there is a just God and a recording 
Angel, who will be assigned the greater blame? 
Will it fall on the men, simple human beings like 
us all, who are induced, perhaps seduced, to 
climb into the seats of power where power 
corrupted them; or will much of the blame fall 
on those who in their eager efforts to mind their 
neighbor's business created the Government 
agencies and bureaucracies where the corruptible 
power seekers flourish? In any event, were not 
our forefathers exceedingly wise when they 
sought to create and maintain Government at the 
highest level with strictly limited powers? 

On more than one occasion I have personally 
been harried by arrogant members of one or 
another Government agency. Recently, the S.E.C. 
(Securities and Exchange Commission) sent to the 
American Institute for Economic Research two 
agents, who perhaps considered themselves junior 
G-men, armed with subpoena powers. They 
subpoenaed about two tons of records, de
manding delivery of them to Washington, a 
process that would have stopped the usual work 
and surely would not have aided the agents. The 
attorney for the Institute offered them the 
freedom of the files with the right to copy 
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anything covered by their subpoenas. They came 
and arbitrarily went far beyond the authorized 
years, disregarding protests by Institute personnel. 
In addition, they examined a file of correspon
dence between the Institute and its attorney, 
which they well knew were privileged communica
tions. I mention this incident because it reveals the 
apparent lack of integrity and the arrogance that I 
attribute to the corruption of too much power. 

Subsequent developments in connection with 
the S.E.C.'s assault on the Institute and myself put 
into even sharper focus the real threat to Constitu
tional rights embodied in legislation that gives to 
regulatory bureaucrats the role of accuser, judge, 
and jury. The result is not rule by law but rule by 
men. Anyone who arouses the ire of those men in 
power cannot rely on the law for vindication or 
protection, for those men perceive themselves to 
be the law. The courts seldom get, and less often 
even use, the opportunity to limit the authority of 
the regulators. But this is a story in itself; a story 
that I hope to tell in full some day. 

At this time, I suspect that in the event of 
serious social disorders during a possible future 
depression the Gestapo or witch-hunter type will 
ride the range. Just as the earlier versions of such 
human vermin hunted the French aristocracy in 
order to bring them and their families to the 
guillotine, so I can imagine the leaders of mobs 
breaking into the Internal Revenue Bureau files 
of tax returns. The draft objectors only burned 
the draft card files they "liberated" from the 
offices of draft boards, but those who seize and 
scrutinize income-tax returns may embark on a 
kind of "witch hunt" for every individual who 
appears to them to have accumulated sufficient 
means to protect himself and his family against 
the privations the mob is experiencing. 

Perhaps I am overly apprehensive about 
possible efforts to seize income-tax records, but 
who could prevent such attempts by mobs in 
various cities? In Boston, for a few weeks, the 
police could not even get children to school 
safely. In several cities the police have not 
prevented widespread looting and burning. Few 
National Guard units are combat-ready or well 
trained for riot duty; and Regular Army units in 
this country are too few in number to protect 
even one major city. During the Vietnam War we 
trained much of the Nation's youth, except those 
able to attend colleges and graduate schools, to 
be jungle fighters in a war where human life was 
cheap. Rioting dissidents will not lack trained. 
fighters. Many people may assert, "Nonsense, 
such things cannot happen here." I wonder if the 
residents of Watts and Detroit, for example, are 
so confident? 



What can be done about the matter? Aye, 
there's the rub. How can one kill the 
proliferating cancerous growth of multitudinous 
bureaus and agencies that, like a great vacuum, 
draw into Government service the all too 
corruptible seekers of power over their fellow 
tnen? Now that we have virtually discarded 
provisions of the Constitution of the United 
States for strictly limited Government, is there 
any hope that a major operation can be 
performed that will not kill the patient? I 
confess that I do not know the answer. 

ADDENDUM 

Assaults on My Activities 

A few months before I first retired from the 
Regular Army in 1937, a visitor from the Army's 
Office of the Inspector General came to investi
gate my activities in connection with American 
Institute for Economic Research. The Institute 
had begun its operations in December 1933, 
while· I was still on active duty. 

Parenthetically, and as background informa
tion, I should add that in the preceding 
decade more than 100 articles of mine had 
been published in leading financial and eco
nomic journals over my signature. Of course, I 
had always avoided indicating that I was an 
officer of the Corps of Engineers because it 
would not have been appropriate, even if 
legally permissible, to use my Army rank in 
that connection. So completely was the separa
tion of identity maintained that I doubt if 
even one of the Nation's leading monetary 
economists knew that I was an Army officer 
when in 19 33 they asked me to join them in 
forming the Economists Committee on Mone
tary Policy. Apparently, they simply assumed I 
was an economist on the staff at M.I.T ., 
where I happened to be on duty. 

When the first visitation from the Inspector 
General's Office occurred in 1936, the Institute's 
weekly Research Reports were in the third year 
of publication. 

The investigator had an issue of Research 

Reports that had been underlined at various 
points with blue pencil. I was not permitted to 
see the exact words underlined. The investigator 
asked me whether or not I had written certain 
phrases. I told him that the work was done by 
the Editorial Board, of which I was a member, 
that it was a fair assumption I had approved or at 
least not strongly disapproved of any phrase, but 
that "pinning" any particular phrase on any one 
editor hardly would be practicable. 

As far as I knew, the matter was simply 
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dropped. I retired a few months later in 1937,4 
in order to devote all my energies to the 
development of American Institute for Economic 
Research. 

By the summer of 1940, I was convinced that 
the United States would become a combatant in 
World War II. At that time, a retired officer 
could not be called to active duty without his 
consent. Under the circumstances, I felt morally 
obligated to write to the Assistant Chief of 
Engineers offering to return to active duty. My 
offer was accepted; by an odd coincidence, a 
letter from the Chief's office asking if I would 
consent to return to active duty crossed mine in 
the mails. Consequently, I should soon have been 
under pressure to return in any event. 

Shortly thereafter, a recommendation for 
promotion from Captain to Major went to 
Washington. Almost immediately a visitor from 
the Inspector General's Office appeared. He had a 
recent issue of Research Reports. Questions 
similar to those asked earlier were answered by 
me in the same way. He returned to Washington, 
and soon thereafter my promotion came through. 

A few months later, a recommendation for 
promotion to the grade of Lieutenant Colonel 
went to Washington. Before it could be acted on, 
another visitor from the Inspector General's 
Office appeared. 

This investigator also had a copy of Research 

Reports. However, he may have believed that I 
should know what was going on. In any event, he 
chose to place the Research Reports on the table 
between us during this interrogation, upside down 
for him but right side up for me. I took what I 
assumed was a broad hint and I read in the upper 
margin the notation "Investigate and stop this," 
which was signed "Lauchlin Currie, The White 
House." 

At last I knew the source of the harassment, 
but I did not know then what I later learned 
about Lauchlin Currie. He was one of those later 
named as a member of one of the Communist 
cells in Washington. He did appear once before a 

4My retirement was based on a new law passed in 1935, 
which permitted officers to retire who had 15 years 
service or more. A World War I group of emergency 
officers had accepted Regular Army commissions and 
were on the single list ahead of my West Point class and 
others who had been at West Point during the War. In 
those days, promotion was not by selection but only as 
those higher on the single list died or retired. My 
classmates and others were lieutenants for 16 years. But 
instead of inducing the World War I ''hump" of officers 
to retire, the new retirement provisions were used 
primarily hy a few younger officers, including me. The 
War Department subsequently sought and obtained fro~ 
Congress repeal of the short-term retirement legislation. 



Congressional Committee, but when ordered to 
appear before a second committee hearing in 
1946 or 194 7, after further evidence damaging to 
him had been revealed, he chose to go to 
Columbia, where he remained for many years, 
until recently, in fact. 

When pressed by the investigator to "do 
something" about the Research Reports, in spite 
of the fact that another member of the staff had 
replaced me on the Editorial Board when I 
returned to active duty, I asked if the Army 
desired me to write a letter demanding that the 
Institute stop criticizing President Roosevelt's 
economic policies. I was ordered to write such a 
letter and, inasmuch as I had good reason to 
believe that it would be disregarded, I did so. The 
reply from the Institute was strongly worded, and 
it told the War Department, in effect, to mind its 
own business. 

Thus the third investigation ended, and my 
promotion came through shortly thereafter. I 
continued on active duty until after World War II 
with no further harassment even at the time of 
my next promotion, in England, to the grade of 
Colonel.5 

For a few years after World War II, I 
experienced no further harassment. However, 
about seven years after my second retirement 
from the Regular Army, correspondence from the 
Internal Revenue Service indicated that the 
Service proposed to cancel the Institute's tax 
exemption. Then for about eight years the 
Institute fought a running battle with that 
agency, a battle finally lost when the U.S. 
Supreme Court declined to take the case on a 
Writ of Certiorari. 

The grounds for terminating the tax exemption 
were alleged "business activities," primarily the 

5The rapid succession of promotions presumably reflected 
primarily the wartime expansion of the Army. Several 
years before my first retirement, I had an opportunity to 
undertake a lar~e task for which several senior officers 
were placed under my command. As a result of the work 
done the Commanding General had noted on my 
efficiency report that, in the event of war, I should 
immediately be promoted to Colonel or General and he 
given an appropriate command. Perhaps this record also 
was a factor in the successive promotions. However, I of 
course, knew that no officer with a record of three 
investigations in his personnel file, obviously flagged to be 
considered at every promotion, would have the chance of 
the proverbial "snowball in Hell" to become a General. 
Had I intended to continue my career in the Regular 
Army, this situation could have been seriously disturbing; 
hut it had little significance for me, because I had decided 
much earlier that my life would be devoted to different 
activities except for a wartime interruption such as World 
War II or, later, the Korean War, for which I again felt 
obligated to volunteer hut was rejected. 
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investment advisory work then offered by the 
Institute. After the battle was lost, the trustees 
reorganized the Institute and transferred to 
American Institute Counselors, Inc. (also a 
research and educational organization in Massa
chusetts), the so-called business aspects, including 
even secretarial and lettershop (mailings) 
activities. 

The reorganization, with separate independent 
Boards of Trustees for the two organizations, was 
completed on August 1, 1963. Restoration of tax 
exemption to the Institute was applied for 
immediately. Nearly two years elapsed before a 
decision could be obtained. Friends of the 
Institute persuaded a few Congressmen to 
question the IRS about the matter, and this 
finally may have "expedited" the ruling, which 
restored tax exemption retroactively to August 1, 
1963. 

Only a few months elapsed after the new 
ruling was issued before another agent of the IRS 
appeared to investigate again. After many months 
of time-consuming visits and some cor
respondence, this field agent submitted a report 
recommending that the Institute's tax exemption 
be terminated. He argued that he had read the 
court report and was convinced that the 
Washington office of the IRS had erred in 
restoring tax exemption. His recommendation was 
appealed to the District conference level, where it 
was rejected.6 

Again, within several months another agent of 
the IRS appeared. He also went through all of 
the motions of an audit with several visitations, 
subpoenaed personnel and records, and generally 
made an exasperating nuisance of himself. After 
about three years of this, he submitted his report 
recommending that the Institute's tax exemption 
be revoked retroactive to August 1, 1963, nearly 
10 years earlier. His principal argument was based 
on his disagreement with the economic findings 
of Institute research. He made clear that he 
considered it a duty to censor economic views 
not compatible with those of the Adminstration. 
Our attorney's protest pointed out that the 
Agent's action " ... is an unconstitutional effort 
to censor and control thought and freedom of 
speech through the taxing power .... '' 

This report appeared to be such a gross 

61 have spent a total of 28% years in the Government 
service. My experience suggests that subordinate field 
agents of a District Office do not challenge decisions 
made at the top in Washington unless they either are "off 
their rocker" or have special secret instructions. If the 
former, they could expect to he fired or demoted; if the 
latter, they could expect to be promoted. The agent in 
this instance subsequently was promoted:< 



violation of basic Constitutional rights that we 
expected to encounter no difficulty in having 
the recommendation rejected at the conference 
level. However, at the District level, the de
cision that should have been made was avoided 
(evaded may be the correct term, legally) by 
forwarding the report to Washington. After a 
further period of months, a decision was 
issued in strong language completely supporting 
the Institute's position. 

One might suppose that the Washington 
reversal of tha~ field agent's recommendation 
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about the Institute's tax exemption would have 
ended that particular investigation. However, on 
May 14, 1973, the same agent arrived for further 
studies. He claimed that he had not completed 
what he had dragged along over three years and 
that he needed to make further inquiries. Thus, 
the harassment continued. 

The story of the battle with the S.E.C. that 
began in 197 4 is too involved for inclusion here. 
Another book will be required adequately to 
report on that latest threat to the institutions to 
which I have devoted much of a lifetime. 



VI. 

The Role of Gold Coins 

During the many centuries for which records 
are available, gold and silver have been the most 
widely used and apparently the most practicable 
to use for the purpose of accumulating savings in 
the form of readily exchangeable stores of values. 

Every French peasant is reported to have some 
of his savings in gold and silver coins. Su.ch 
families have survived a succession of great 
disasters under various forms of government. In 
only the last two centuries they have in some 
degree coped with: a profligate king and John 
Law's Mississippi Bubble scheme that ended with 
worthless paper money; a few decades later, the 
overthrow of tyranny by means of violent 
revolution that ended by sending to the guillotine 
its own leaders and the burning of more 
worthless paper money; the wars and empire 
building of Napoleon; defeat in war twice during 
the 1800's; a succession of weak and vacillating 
governments including a monarchy and several 
republics; two destructive world wars, even the 
winning of which involved economic disaster as 
the buying power of the paper .currency de
creased to l/200th of its 1914 value in much less 
than a man's lifetime, and devaluations so 
numerous as to be commonplace. 

One need not glorify French peasants, and I 
suspect that the general level of their intelligence 
and ability is not perceptibly, if at all, greater 
than that of those who earn their livings by hard 
labor in other nations. But I must concede that 
French peasants have learned one lesson well: 
they have no faith in the promises of govern
ments on piec.es of paper. 

History shows that whenever confidence in fiat 
paper currency wanes, the hoarding of gold 
becomes a national pastime, and the record 
proves that gold coins have been among the best 
investments. In nearly every century at least one 
major nation has destroyed the purchasing power 
of its currency through the creation of excess 
purchasing media. In each instance gold has 
proven that it has no rival as a monetary metal 
and that it is the best defense against the 
constant overspending and money manipulation 
of politicians, rulers, governments, treasurers, and 
central bankers. During the last decade it has 
become apparent that investments in domestic 
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common stocks and bonds have not provided 
investors with the desired results. 

Somehow, persons operating within the Gov
ernment of the United States, primarily in the 
Treasury Department, in only three decades have: 

1. Given to Russia the plates for printing U.S. 
occupation currency in Germany and contrived 
that the United States shouldered the burden of 
redeeming the flood of paper currency that 
Russia printed from these plates and passed out 
freely to its troops in Germany; 

2. Designed the International Monetary Fund 
as an "engine of inflation" and "sold" it to a 
gullible world; 

3. "Polluted" the U.S. purchasing media by 
encouraging further monetizing of U.S. debt; 

4. First reduced the gold reserve required for 
the Nation's purchasing media by persuading 
Congress to change the law; 

5. Then a few years later per:suaded Congress 
to eliminate the requirement of a gold reserve 
altogether; 

6. Then, without authorization of Congress, 
removed from U.S. paper currency (Federal 
Reserve Notes) the promise to pay to the bearer 
on demand statutory dollars; 

7. Added to the U.S. Income-tax forrn 1040 a 
question about foreign bank accounts that I 
consider an obviously unconstitutional invasion of 
a citizen's privacy; 

8. In October 1970 persuaded Congress to pass 
a law requiring citizens to report the amount of 
cash taken abroad in excess of $5,000 at one 
time and authorizing the Secretary of the 
Treasury to issue regulations requiring reports 
considered useful for, among other things, 
"regulatory investigations of proceedings." "Regu
latory proceedings" could include foreign ex
change controls; 

9. Suspended convertibility of foreign-held 
dollar claims into gold in August 1971; and, 

10. Initiated a program of systematically selling 
gold, the Nation's only monetary reserve asset 
that would be assured of having universal 
acceptability in time of war. 

The pattern of developments summarized 
above marks a path toward an obvious end: 
control of the wealth of all citizeIJ. .. :> so that they 



will stand helplessly in the economic power of 
the Government. Whether or not the pattern of 
actions reflects tl1e conscious planning of ded
icated interventionists, even Communists, in the 
Government, I do not pretend to know; but as to 
the end result to be expected I see little reason 
to doubt. Already, mor-; than two-thirds of the 
buying power of the dollar, and therefore of 
pensions, savings, and life insurance, has been 
lost. From current incomes paid in rapidly 
depreciating dollars, taxes take an increasing 
proportion as more and more incomes reach the 
higher tax brackets. From estates even the 
present estate taxes will take an increasing 
proportion of real wealth as paper values of their 
assets increase reflecting depreciation of the 
dollar. In a few more decades every citizen may 
be a millionaire, but he will be a poverty stricken 
slave working one-third or more of his time for 
omnipresent Government, and most of the real 
wealth he can accumulate will become the 
property of the Government as an estate tax 
when he dies. 

Regulation 

President Roosevelt's Executive Order of 1933 
and the Gold Reserve Act of 1934 declared the 
ownership of gold bullion to be illegal for U.S. 
citizens. Only gold coins minted before 1934 
could be held by American citizens and residents. 
Such gold coins were defined as being "rare and 
unusual" and having special value to collectors. 

In December 197 3 the United States Treasury 
through its Office of Domestic Gold and Silver 
Operations stated that genuine and legal gold 
coins minted from 1934 through 19 59 thereafter 
also were considered to be of recognized special 
value to collectors of "rare and unusual" coins 
and authorized the collection of such coins by 
U.S. citizens. 

The prohibition against the ownership of gold 
bullion and its restrictions on the ownership of 
gold coins by U.S. citizens were removed when 
Public Law 93-373 became effective on December 
31, 1974. At the same time President Ford's 
Executive Order 11825 revoked all previous 
Executive Orders pertaining to the regulation of 
gold ownership. 

Other Recent Developments 

Among the several actions taken by President 
Nixon in an attempt to cope with the crisis of 
confidence in August 1971, the greatest harm 
probably is associated with his decision tempo
rarily to suspend the convertibility of foreign-held 
dollar claims into gold. That action effectively 
destroyed the international monetary system that 
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had been in operation since the Bretton Woods 
conference a quarter-century earlier, and it left 
the free world without a pre-arranged, acceptable 
substitute. Universal acceptance of some standard 
of value is essential to the efficient functioning of 
any monetary system. For the preceding 25 years 
the dollar had been the accepted standard of 
value because of the promised convertibility of 
U.S. currency into a specified amount of gold. 
Severing this link to gold has left the inter
national monetary system with no standard 
measure of value. 

Two small devaluations of the dollar (the first 
announced in December 1971 and the second in 
February 197 3), which increased the official 
"price" of gold from $35 per ounce to $42.22 
per ounce, were far too small to permit 
restoration of the promise to redeem foreign-held 
dollar claims in gold. These small devaluations 
also were much less than would be needed to 
restore the long-run relationship between the 
official "price" of gold and the prices of other 
things. Therefore, the marked rise in the free 
market price of gold that occurred after the 
devaluation of the dollar in February 1973 was 
not surprising. 

Other recent developments included the aban
donment in March 197 3 of efforts by central 
bankers to maintain fixed exchange rates among 
currencies. Since then all currencies have been 
"floating." Later, in November 1973, the central 
bankers discarded the so-called two-tier market 
for gold that they had established in March 1968. 
A few weeks later, South Africa informed the 
IMF that the agreement of December 30, 1969 
concerning the marketing of new gold produced 
in South Africa was no longer operable. Thus, 
South. African officials now are in a position to 
determine, without restriction, how, when, and 
where to sell the new gold produced in that 
country, which, represents more than three
quarters of all new gold produced in the free 
world. 

Developments during recent years have made 
clear that no government and no central bank in 
Western civilization, none of the money managers 
in other words, will take effective action to halt 
inflating and the resulting depreciation of cur
rencies for some time to come. That at some 
future time the principal industrial nations will 
abandon the Keynesian notions and restore sound 
money seems probable, or at least possible. 

In the meantime, however, the distorting and 
disruptive effects of continued inflating are to .be 
expected. Long apparent have been the social dis
orders that always have accompanied periods .of 
prolonged inflating. As comparative values are 



distorted, internecine strife becomes the rule rather 
than the exception. A subtle shift occurs from 
emphasis on producing more or better goods and 
services for the purpose of exchanging them for 
increasing economic rewards to emphasis on ob
taining more by coercion through the medium of 
strikes, monopoly, and political "clout." 

Under such circumstances the social order that 
was experienced in the past when more nearly 
free competition fostered voluntary cooperation 
gradually changes. Cooperation forced by Govern
ment imposition of price, wage, and other 
controls is attempted. Although such forced 
cooperation may appear for a time to be 
successful, the long history of such attempts 
demonstrates that the end result will be con
ditions far worse than those that were to be 
remedied. Forced cooperation is a one-way street 
to social and economic destruction, especially for 
a modern industrial society. 

One Simple Warning 

The sickness of a "spy versus spy" attitude 
that apparently impregnated a number of 
branches of Government has now been exposed. 
However, the expose may not end the problem. 
In my wildest dream I could not imagine that the 
people of the United States would condone ~he 
abusive wielding of power combined with 
thoughtless intrusions on rights that have been 
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exhibited recently by the Securities and Ex:change 
Commission. This point may not be emphasized 
enough for the serious man who has the desire to 
keep his private life private and protect his 
acquired belongings. 

What Approach? 

No one should undertake investment in gold 
coins until he has investigated carefully various 
aspects of such investments. Fortunately, one 
need not be a skilled security analyst or 
accountant in order to learn about collecting gold 
coins. Combining a collector's interest with sound 
investing can be a most satisfying avocation, not 
least because one thereby can have the satis
faction of besting the "embezzlers" in Govern
ment and providing some security for himself, his 
children, and his grandchildren. 

I unreservedly recommend Mr. Donald J, 
Hoppe's How to Invest in Gold Coins7 as by far 
the best book on the subject for Americans that 
has come to my attention. Careful reading of this 
volume and further study of the principal 
periodicals recommended therein should soon 
qualify anyone to initiate his own coin collection. 

7Donald J. Hoppe, How to Invest in Gold Coins, 
Arlington House, New Rochelle, N.Y. ($8.98). Paperback 
edition, Arco Publishing, 219 Park Avenue South, New 
York, N.Y. ($2.95). 
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VII. 

Your Personal Investment Policy 

In earlier chapters I have discussed the 
developments external to your personal situation 
that must be considered if one is to invest 
successfully. Although frequently overlooked by 
many investors, an individual's personal situation 
has a decisive influence on the investment policies 
appropriate at any particular time during his life. 

The first aspect of anyone's personal situation 
that deserves thoughtful consideration is his or 
her age. Some investors forget that they are 
human and that objectives as well as the degree 
of risk one should assume vary to a marked 
extent with age. Moreover, after retirement, and 
especially during what inevitably must be the 
final years of one's lifetime, an investor's primary 
consideration should be distribution of his own 
estate in order first to assure the spendable 
income he may need and second to fulfill 
whatever obligations he may have to others. He 
should seek therefore to minimize the portion of 
his accumulations that otherwise would con
tribute, in the form of estate taxes, to the 
delinquency of the spendthrifts in Government 
bureaucracy. 

Table V 

AVERAGE FUTURE LIFETIME IN UNITED STATES 

Average Remaining Lifetime* 
Age All White All Others 

Interval Persons Male Female Male Female 

0-1 72.0 68.9 76.7 62.9 71.3 
1-5 72.2 69.1 76.6 63.7 71.9 
5-10 68.4 65.3 72.8 60.0 68.2 
10-15 63.5 60,4 67.9 55.1 63.3 
15-20 58.6 55.6 63.0 50.3 58.4 
20-25 53.9 51.0 58.1 45.6 53.6 
25-30 49.3 46.4 53.3 41.5 48.9 
30-35 44.6 41.8 48.5 37.4 44.3 
35-40 39.9 37.1 43.7 33.3 39.7 
40-45 35.4 32.6 39.0 29.4 35.3 
45-50 30.9 28.1 34.3 25.6 31.2 
50-55 26.7 23.9 29.9 22.0 27.2 
55-60 22.7 20.0 25.6 18.8 23.4 
60-65 19.0 16.5 21.5 16.1 19.9 
65-70 15.6 13.4 17.6 13.5 16.7 
70-75 12.4 10.6 14.0 11.2 13.6 
75-80 9.8 
80-85 7.6 

8.3 10.8 9.8 11.8 
6.4 8.1 8.6 9 .8 

85 and up 5.7 4.9 6.1 6.9 7.7 

* Average number of years of life remaining at beginning of age 
interval. 
Source: Division of Vital Statistics, National Center for Health 
Statistics, 1974 Data. 
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At this point we summarize the basic facts of 
everyone's humanity in relation to age. 

When born, each person has a life expectancy 
of 70 to 75 years. For the entire population of 
the United States in 1959-1961 the lower figure 
applied, and for male recipients of annuities from 
leading American life insurance companies in the 
decade 1939-1949, the figure was 73.18 years. 
The table reproduced below provides information 
based on 197 4 data. 

At the ages of 15 to 25, a man's life 
expectancy is about a half century. During those 
early years one can assume great risks of losing 
whatever he has but still expect to have plenty of 
time to recover and properly care for his later 
responsibilities, including that inevitable de
pendent, his elderly self. Those years from 15 to 
25 or thereabouts, are the period during which, if 
you choose to ignore good advice and learn only 
from your own experience as most do, to feed 
the slot machines at Las Vegas, or buy unknown 
oil wells from . itinerant salesmen, or gamble in 
the stock market on margin. If you have enough 
mathematical ability to be intrigued by the charts 
of stock or commodity prices and are foolish 
enough to believe that someone who obviously 
cannot make his own fortune can somehow show 
you how to make yours by short-term trading in 
some market, by all means test your ability when 
you can best afford to lose and begin again. 

In the general range of ages 25 to 35, most 
individuals have acquired responsibilities for the 
support of others as well as themselves. Such 
responsibilities usually include a spouse, children, 
and in many instances aged parents. Anyone in 
this age group can expect about 45 more years. 
During 30 to 35 of those years, one's earnings 
probably will continue and may increase sub
stantially. Nevertheless, investment risks should 
be reduced to an extent related to the existing 
and foreseeable responsibilities. 

From ages 35 to 45 or perhaps 50, responsi
bilities for the support of others reaches a 
maximum for many investors. These are the years 
when children need assistance for higher 
education, and financial aid for aged relatives 
becomes a probable responsibility. One's life 
expectancy ranges from 39 years when age 35 



down to 26 years at age 50. Obviously, a further 
reduction in the risks assumed when investing is 
advisable during these years. 

After about age 50, most individuals can 
expect several years of relatively stable or even 
increasing earnings while responsibilities for the 
support of others decreases. During the ages 50 
to 65, most investors will be enjoying their last 
good opportunity to accumulate the resources 
that will provide for their own retirement and 
such responsibilities for others a~ they may have 
in their final years. No longer will there be ample 
time to recover from large financial losses. 
Therefore, investment risks should be reduced 
toward the minimum possible under the external 
conditions then existing. 

By the time one has retired and has reached 
age 70, for example, his expectation of life is less 
than 12 years. This is the time of life when plans 
should be completed for the disposal of one's 
estate during his remaining lifetime. Many people 
seem not to realize that this can be done while at 
the same time providing the maximum assured 
spendable income for oneself. How this can be 
done will be described in detail elsewhere. 

Other Factors To Be Considered 

Although an investor's age determines his 
theoretical life expectancy, two important points 
should be kept in mind. 

1. The actuarial life expectancy is the number 
of years that about half of those at any age 
indicated in the table probably will live. In other 
words about half will live longer and the others 
will die earlier. Consequently, one's health should 
be considered. Also longevity appears to be 
inheritable to a marked exterit; therefore, the 
ages attained by parents and grandparents at their 
deaths may frovide a clue as to whether one 
probably wil achieve or exceed the life ex
pectancy indicated in the tables. 

2. The other point to keep in mind is the 
possibility of accidental death, which could 
markedly alter the investment plan that would 
have been appropriate. Accidental death outside 
the more probable range of one's life expectancy 
(i.e. outside the few years clustering before and 
after one's life expectancy) can best be covered, 
insofar as one's responsibilities for the support 
for others is concerned, by term insurance. Of 
course, the amount of term insurance needed at 
any time is only that required in excess of other 
available resources to cover one's responsibilities 
to others. Under the external conditions that 
prevail today and seem almost certain to prevail 
for many future decades, only term rather than 
whole life or endowment insurance is advisable, 
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for obvious reasons. (See Chapter II about losses 
to savers and life insurance holders during 
continued inflating and depreciation of a cur
rency.) 

Not only is the uncertain duration of your 
future lifetime to be considered, as described 
above, but · also various other factors should 
influence your investment policies. 

Serious illness is one such possibility. For 
protection against this contingency until one has 
accumulated sufficient assets, accident and health 
insurance provides the only answer. However, 
such insurance is costly and should be used to 
cover only the more devastating possibilities. 
Where thus limited in scope of coverage, accident 
and health policies are reasonably priced simply 
because the risks of such severe and prolonged 
illnesses or accidental disability are small. Such 
insurance for members of one's family also may 
be desirable when other resources are inadequate. 

An individual's career possibilities also have a 
bearing on the investment policy appropriate to 
his circumstances. For example, an employee in 
one of the many trades or numerous other jobs 
can expect to achieve peak earnings (not in 
depreciating dollars, of course, but measured by 
what his income will buy) fairly early in life. 
After about age 50, his real earnings may 
decrease rather than remain the same or increase. 

On the other hand, most professional men may 
enjoy increasing real earnings until retirement. 
Some, such as physicians and surgeons, may not 
earn as much as plumbers, electricians, or 
carpenters until in their 30's, but usually will 
have increasing real earnings for their remaining 
full-time working lives. 

The foregoing comments imply that each 
individual's circumstances should be thoughtfully 
viewed in planning investment policy. Although 
external developments will be much the same for 
all investors, such factors alone do not determine 
the investment policy that is best for each 
individual. 

Illustrations of Appropriate Investments 

In this section, the investments suitable for 
individuals at various ages and in various 
circumstances are suggested in view of current 
and probable future external developments. 
Summary outlines rather than complete details 
are provided. 

For the youthful investor sowing his "wild 
oats" investments, Las Vegas, stocks bought from 
itinerant peddlers, and margin trading already 
have been mentioned. Also appropriate, in the 
sense of providing lessons in the hard school of 
adverse experience, would be trading in com-



modities futures, speculation in options on 
stocks, short selling, providing capital for the new 
ventures of friends, indorsing other people's 
promissory notes, and all the other time-honored 
ways virtually guaranteed to lose money. 

Having learned some lessons from adverse 
experience, or perhaps being one of those rare 
individuals who can learn from the experiences of 
others, an investor is prepared to begin his serious 
investment program. The first chapter on the 
money mirage explains why investments of the 
types popular for many years in the United 
States no longer are worth considering. Perhaps 
an exception will occur during some future great 
depression, but that is not a development to be 
counted on or to wait for. 

Gold and gold coins should be the primary 
investment medium. At some future time, seizure 
by the Government may again occur. Conse
quently, some geographical diversification of 
holdings is advisable. Details will be covered 
elsewhere. Under the external conditions now 
existing there is no other investment of com
para,ble merit for assuring safety and freedom. 

Many people seem to assume that if the 
Government again seized all gold such assets 
would be difficult to exchange for whatever one 
needed. However, all of recorded history tells us 
otherwise. Even when the penalty for dealing in 
gold has been death, there has been no shortage 
of black market or "bootleg" dealers. Even in 
Russia today, or in India, the man who has gold 
has a degree of security and potential freedom 
enjoyed by no others in such countries. 

The next most secure investments are the 
stocks of the better gold mining companies. Most 
of such companies are in South Africa, where 
larger corporations known as the finance houses 
have provided management expertise, engineering 
supervision, and exploration on a scale unequaled 
elsewhere. At this writing ( 197 6), fears that 
Russia may soon dominate South Africa or that 
internal racial problems will be insurmountable 
have resulted in bargain prices for most South 
African gold stocks. Whoever holds South Africa 
dominates the sea route for nearly 40 percent of 
the United States petroleum requirements. We 
asume that, if the United States permits Russia to 
take over in South Africa, either directly or by 
proxy, the end of the United States as a 
super-power would not be far distant. Assuredly, 
investments within the U.S. would not then 
become attractive. 

The mines in South Africa usually have a life 
of 30 to 50 years, although some are much older. 
In general, however, because neither depletion 
nor depreciation are reflected in the accounts, 
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each mine has a finite life, and its stock is in 
some respects more like an annuity than an 
ordinary common stock. On the other hand, the 
finance houses can be expected to continue 
indefinitely. Funds received from mines nearing 
the ends of their lives are reinvested by the 
finance houses. 

South African mines that have reached the 
peak of their earning potential and have only 
another 10 to 20 years of life are suitable for 
elderly persons whose own expectations of life 
are similarly limited and who need the maximum 
gold-related current income. New mines that have 
not even begun to pay dividends and that 
probably will not reach peak payment for many 
years may be suitable for younger investors. 
However, some of them may need added income 
for children's college expenses, etc., in which 
event some of the mines paying good dividends 
and whose lives are in the medium to long 
categories may be most suitable. 

The largest of the finance houses, Anglo 
American Corporation of South Africa, is one of 
the major corporations in the world. Its earnings 
including the appropriate portion of undistributed 
earnings for underlying companies approximate 
one-third the current market price. The dividends 
provide a roughly ten percent yield; yet twice the 
amount distributed is being reinvested, tax-free, 
for the investor's future benefit. (Of course, 
market prices change. No one should regard this 
as an investment recommendation applicable at 
all future times.) 

Even if an investor needs income, he can use 
the indicated finance house to advantage. The 
tax-free reinvested two-thirds of earnings, being 
equal to nearly one-quarter of the market price 
of the stock, can be expected to increase that 
price year after year. By selling a small portion of 
his holding when he needs more income in later 
years, he would have the needed funds taxable 
only in part and that part at the rate for capital 
gains. Thus, much more spendable income would 
be obtained. 

During a long inflationary period, which may 
continue for many decades, runs on gold and 
gold stocks will be probable from time to time. 
In recent years such excited demand for gold and 
for gold stocks have been experienced on more 
than one occasion. Obviously, an investor would 
be well advised not to buy at such times. On the 
other hand, whenever gold is depressed in price 
by auctions of gold or the threat of such 
auctions, or when and if such developments or 
others such as the Cuban adventure in Angola 
depress market prices of gold stocks, unusual 
buying opportunities exist. We do not believe 



that most investors can hope to benefit by 
trading in either gold or gold stocks, but 
judicious caution when others are eager to buy 
and the courage of one's convictions when others 
wish to sell should be rewarding. 

As an investor nears retirement, oonsideration 
should be given to annuities payable in Swiss 
francs. Ordinarily, even a modest accumulation of 
funds, if wisely used at retirement, will provide 
substantially more spendable income after taxes 
than one usually would spend for himself alone 
or for himself and spouse after. the children's 
educational ni:.eds have passed and no elderly 
relations remain who need financial assistance. 
Especially is this comfortable situation probable 
if a pension from former employment provides 
even one-third of earlier earned income. 

An annuity income payable in Swiss francs 
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almost surely will provide an increasing number 
of dollars as the years go by. Those investors who 
purchased such annuities only a few years ago 
find that their payments in Swiss francs provide 
60 to 70 percent more dollars income than they 
did when the annuities were first obtained. 
Probably the dollar will continue to depreciate, 
i.e. lose its exchange value in terms of the Swiss 
franc. Moreover, about two-thirds of such annuity 
income is nontaxable. 

The combination of incomes from a small 
pension, Social Security benefits adjusted for the 
loss in buying power of the dollar, Swiss 
annuities, gradual use of gold coins or gold 
bullion, and selected gold stocks can provide the 
final solution to one's investment problems. 
Details of the arrangements should be adjusted to 
individual circumstances. 



VIII. 

Conclusions 

In this chapter 
from the earlier 
summarized. 

the conclusions that follow 
sections of the report are 

The self-destruct mechanism obviously is func
tioning in the United States and in much of the 
rest of Western civilization as well. It is reflected 
most clearly during the years from 1960 to 1975 in 
a markedly decreasing number of births (nearly 
one-third) in spite of an increase of two-thirds in 
the number of women reaching child-bearing age. 
Within a few years the number reaching 20 will 

start decreasing markedly during the subsequent 15 
years at least. This is inevitable because births have 
decreased so greatly in the past 15 years. The 
decline in the birth rate may well be catastrophic 
in its effects on economic growth. 

To an indeterminate extent the economic 
pressure on a majority of families is a significant 
factor responsible for the decreasing birth rate. 
Such economic pressures will increase greatly, 
because costly pension plans have been es
tablished but not adequately funded. All in the 
working age group will have to provide the 
missing funds. These pension plans include: 

1. Social Security, which alone in three or four 
decades will require about half of all earned 
incomes as fewer workers are taxed to support 
larger numbers retired; and, 

2. State and municipal pensions, which will 
require still more; and, 

3. Corporation pensions, which in most 
instances are inadequately funded and will require 
increasing portions of corporate incomes. 

Under such circumstances both direct taxes 
and the indirect taxation attributable to more 
inflating almost certainly will increase greatly. 

No one now can foresee how long the 
developments described above can continue 
before runaway inflating occurs with resulting 
cancellations of all debt obligations and loss of all 
savings and life insurance during a drastic 
breakdown of social and economic order. Perhaps 
the process now clearly apparent can be con
tinued for three or four decades, hardly much 
longer, because in another few decades pension 
obligations already incurred would require 100 
percent of all earned incomes, an impossible 

situation. 
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For the first two decades after World War II, 
inflating was reflected in rapidly increasing profits 
for businesses and nearly continuous prosperity, 
but after 1965 the situation changed. The 
harmful effects of inflating have become evident, 
and those adverse influences will increase as more 
inflating is undertaken in a misguided effort to 
cope with the adverse developments already 
apparent and sure to increase. For the indefinite 
future all the usual investment activities will be 
no more rewarding than chasing a mirage in: the 
desert. 

No doubt the money mirage in the form of 
seemingly real income and profits will continue 
to attract most investors. But their hopes are 
doomed to disappointment, as the embezzlement 
of savings, life insurance, pensions, and invest
ments continues while increasing taxes also hasten 
the conversion of imagined monetary gains to 
losses in real buying power. 

Only astute speculators, skilled in short-term 
trading, can hope to benefit in the long run 
under the conditions now existing and probably 
to continue for many years. Nearly all savers and 
investors should realize that investing funds in the 
usual ways will result in no net incotne and in 
substantial loss of capital because of the 
depreciating monetary unit. Only gold and stocks 
of the best gold mining companies can be 
expected to serve as an adequate store of value 
for one's savings. 

Effects of the Self-Destruct Mechanism 
on American Investments 

One of the most significant developments in 
recent decades, for all who would safeguard their 
economic futures, is the transition from con
tinuing high profitability of owning American 
common stocks to a prolonged period of 
continuing real losses. The consequences of the 
self-destruct mechanism functioning in Western 
civilization already are apparent in the United 

States. 
A group of leading investment funds have 

followed the policy of seeking maximum growth 
with income a secondary consideration. During 
the 15 years that began in 1950, all were 
successful. Probably the best comparison of 



results achieved is computed by assuming all 
regular and capital-gains dividends reinvested in 
the stock of each fund when received. By making 
no allowance for income taxes, the best possible 
results are shown as might be the situation for a 
pension fund or other tax exempt entity. For an 
individual, the results ,:.rould be lessened by taxes 
that would have reduced the dividends to be 
reinvested. 

Expressed as the equivalent :ate of interest 
compounded each year, the results ranged from 6 
percent to nearly 14 percent, and the average 
slightly exceeded 10 percent. Many banks and 
other pension fund managers assumed that this 
rate of gain could be relied upon. Millions of 
individuals believed that those gains from 1950 to 
1965 proved that investment in common stocks 
was a broad safe highway leading to financial 
security in their retirement years. 

During the last ten years, however, the results 
for the same investment funds under the same 
presumably highly skilled management have been 
drastically different. Even if one disregards the 
depreciation of the dollar (loss in its buying 
powet), the average result was a net loss at the 
end of the 10 years. If one allows for the rise in 
the cost of living the result for the last 10 years 
was an annual loss compounded at the rate of 
nearly 6 percent a year. During the preceding 
15-year period, if one allows for its slower 
increase in the cost of living, the average gain was 
nearly 9 percent each year. 

If one had invested $100,000 divided among 
the leading investment funds in 1950, he would 
have had about $350,000 in 1965. However, if he 
had similarly invested $100,000 in 1966, he 
would have had only $55,000 of 1966 dollar 
buying power at the end of 197 5. 

Even the best managers among the investment 
funds concerned were able to counterbalance 
only about half the loss in the buying power of 
the dollar. An individual, who must pay taxes on 
dividends received, would have been even worse 
off. Some exceptionally able traders may be able 
to "beat the odds," just as some card players 
may "beat the odds" at Las Vegas, but even the 
"one-armed bandits" at Las Vegas apparently 
offer better hope of financial success than will by 
far the most of American common stocks for a 
long time to come. 

How To Acquire Gold 

The simplest and safest way for anyone to 
acquire gold is to purchase gold coins having little 
or no numismatic value. The following coins are 
most suitable for this purpose: 

(a) Austrian 100 Corona, .9802 ounce of pure 
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gold, recent premium about 2-3 percent. 
(b) South African Krugerrand, 1.000 ounce of 

pure gold, recent premium about 2-5 percent. 
(c) Mexican 50 Peso, 1.2056 ounce of pure 

gold, recent premium about 4-5 percent. 
In the United States there are several hundred 

established and reputable coin dealerships with 
offices located mostly in or around large cities. 
As the result of the legalization of gold, a 
number of commercial banks have begun dealing 
in gold and gold coins and can also be relied 
upon for domestic gold coin purchases. 

United States Double Eagles (originally a $20 
gold piece) and British Sovereigns have appre
ciated greatly in market price during the past 
several years and seem destined to appreciate 
even further during the decades ahead. The 
numismatic premium over the gold content of 
these coins, however, has increased significantly. 
For that reason and because other coins are 
available at lower premiums, new investments in 
Double Eagles and Sovereigns at this time are not 
particularly attractive. 

For complete safety from seizure by some 
future government burying the coins in a length 
of pipe in the back yard may be best. A safe 
deposit box in one's local bank may be used, but 
a ruthless dictatorship of the right or left might 
seize all gold in safe deposit boxes. In fact, the 
ascendency to power of a ruthless dictatorship is 
not required; there already is precedent for such 
seizure in our own country. Simply by ordering it 
so, President Roosevelt on April 5, 1933 required 
that all U.S. persons deliver all gold, gold bullion 
and gold certificates to U.S. authorities by April 
28, 1933. "Gold coins having a recognized special 
value to collectors of rare and unusual coins" 
were exempted from the order, but who is to 
know what, if any, exemption might be made if a 
similar order again were to be proclaimed. That 
the restriction against gold ownership was 
removed on December 30, 1974 does not provide 
any assurance against reversal of policy in the 
near future. Indeed as financial problems mount 
and owners of gold "profit" from their owner
ship, a demand that they turn in their gold might 
help politicians get votes as the politicians seemed 
to take from the "haves" for the benefit of the 
"have nots." 

Enough gold should be held in the U.S. to 
provide travel funds if conditions at home 
become intolerable. Additional gold in the form 
of coins or bars readily can be held in safe 
deposit boxes abroad. Some 'in Canada or Mexico, 
and much more in Switzerland are suggested. 

Because of the possibility of future exchange 
controls and/or confiscation of gold-related assets, 



everyone should have some gold assets held 
abroad. Gold coins are suitable for this purpose. 
For those who wish to acquire gold coins abroad 
at a low premium over the gold content, 
arrangements through Swiss banks may be 
advisable. The premium for Austrian 100 Coronas 
over the price of the gold content fluctuates with 
supply and demand but usually is the lowest 
available on any gold coins anywhere in the 
world. Recently the premium has been between 
2 and 3 percent. Contrary to what many persons 
believe, there are no limits on the amounts that 
can be sent abroad through regular banking 
channels, by cable or by check. (The $5,000 limit 
applies only to cash or negotiable instruments 
carried when going abroad.) 

A simpler and less costly means of holding 
gold abroad is provided by the Metric Accounting 
Unit Storage Agreement. At least two well-known 
institutions abroad may decide to offer such 
contracts. They provide the virtual equivalent of 
gold with the added feature that the assets may 
be converted to funds denominated in any 
currency of the world on demand and can be 
transferred by telex or cable to any city in the 
world. Several other financial institutions soon 
may be offering the MAUSA contracts. (A MAU 
is a metric accounting unit, which is one gram of 
gold.) Freedom from the risk of bank failure is 
provided by having the assets stored in a bank 
deposit not subject to the claims of depositors or 
other creditors in the event of failure. 

Personal holding of gold bullion is more costly. 
The gold price quotations reported in the 
newspapers are in the form of 400-ounce bars 
that are called "good delivery form" and are used 
in international transactions. At $100 per ounce 
these bars would cost about $40,000 each. 
Smaller bars are available, but they would be 
priced slightly higher than the quotation for 
those of "good delivery form." Moreover, if one 
holds it in his own safe deposit box instead of a 
gold claims account he may be forced to pay for 
assaying when the bullion is sold. Only those 
investors who are wealthy should consider this 
procedure. 

Gold Stocks 

For approximately two decades following 
World War II there was little or no reason for 
U.S. citizens to invest in the securities of foreign 
corporations. However, the situation has changed 
significantly during the past several years. 

More than 35 years of almost continuous 
inflating has seriously distorted the economy of 
the United States and has created a dangerous 
money-credit situation not only in this country 
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but also throughout the free-world nations. 
Removal of the gold reserve requirement for 

Federal Reserve notes (your paper money) in 
March 19 68 and closing of the so-called gold 
window in August 1971 eliminated the last 
barriers to inflating continually the Nation's 
purchasing media. As long as a substantial gold 
reserve was required by law, the money-credit 
managers were confronted with a restraining 
influence. Now, however, the dollar appears 
doomed to continue losing buying power. 

Meanwhile, unsettled monetary conditions ag
gravated by continued inflating have increased the 
risk of a general business depression. Under these 
conditions, investment of a portion of one's 
funds in selected foreign gold mining companies 
provides protection against future depreciation of 
the dollar and/or severe recession or depression. 
The gold mining companies of South Africa, in 
nearly all instances, have been initiated by major 
financial interests that have expeience, engi
neering talent, and adequate financial resources. 
Consequently, the risks incurred by investors are 
believed to be less than those involved for most 
gold mining investments elsewhere. 

However, before investing in this type of 
security each individual not only should under
stand the specific purpose to be served by such 
investments but also he should determine whether 
his particular financial circumstances warrant· the 
ownership of foreign securities. 

The Republic of South Africa is the world's 
foremost gold-producing nation, consistently pro
ducing more than 70 percent of the estimated 
free world production. 

The Government of South Africa, through 
agreements with the mining companies, has access 
to all of the gold produced in South Africa, 
making nationalization of the mines highly 
unlikely. 

South Africa's political and social problems 
represent an element of risk that should not be 
ignored by investors, but the uninterrupted 
operation of the gold mining industry is essential 
to that nation's economy. Moreover, South Africa 
has the largest known deposits of gold in the free 
world and currently provides a Jredominant 
portion of the annual supply of gal available to 
the free world. That a takeover of this essential 
source of supply by unfriendly interests would be 
permitted by the Western powers seems highly 
improbable. 

The Military Vulnerability of South Africa 

Frequently, I have been asked about the 
possibility that the military situation of South 
Africa is seriously vulnerable in view of the fact 



that it no longer has buffer states to the north 
and northeast controlled by Belgium and Portu
gal. Cuba and Russia recently gained influence in 
neighboring Angola. 

In the past few years I have visited South 
Africa three times, on each occasion for about 
two months. Each of the first two times I drove 
more than 5 ,000 mile:> in South Africa and 
Rhodesia. The distanc(!S are great, and much of 
the areas bordering on the north have. only tribal 
social organizations living under C):tremely prim
itive conditions. There are no militarily powerful 
governments within thousands of miles of South 
Africa. 

In view of the relations between China and 
Russia, I do not believe that either would dare 
embark on a great military campaign in South 
Africa thereby lessening military capacity to cope 
with the other along their common boundary in 
Asia. At most, some guerrilla adventures might be 
undertaken. 

South Africa has strong military forces, the 
only well-trained and well-equipped forces on the 
entire continent within 4,000 miles of its border 
in South Africa. Moreover, the increased income 
accruing to the government of South Africa as a 
direct result of the increase in the world price of 
gold is prodigious, probably enough to cover any 
increase in costs of military equipment and 
training that the unstable political conditions 
north and east of Rhodesia (itself as large as 
France) might make advisable. 

As one of the world's leading producers of 
uranium, South Africa has developed nuclear 
technology to an advanced level, possibly even 
ahead of the United States if recent reports are 
correct. Not only nuclear capability for defense 
but also virtually unlimited energy is available to 
South Africa, which is not dependent on 
Middle-east oil. 

Which Gold Stocks? 

As long as present money-credit trends in the 
leading industrial nations continue, investment of 
as much as one-third to one-half of one's capital 
in South African gold mines may be advisable, 
depending on an individual's personal circum
stances. 

Prices of shares of most gold mining companies 
have fluctuated widely during recent years in 
response to periodic monetary crises and changes 
in the free-market price of gold. Improvement or 
deterioration in the internal operating aspects of 
individual mines also is a factor affecting the 
share price. 

Whether or not a substantial further increase in 
the gold price soon occurs, increasing industrial 

40 

demand for gold augmented by that of investors 
can be expected to sustain a gradual upward 
trend of the free-market price. This should alter 
somewhat the yield basis of valuation, which 
until recently, tended to resemble a straight 
annuity, to one having qualities of a variable 
annuity. This is because, heretofore, improved 
yield expectations reflected profit growth from 
increasing production only, whereas now and in 
the foreseeable future it should also reflect profit 
growth attributable to an increasing price. The 
influence of this "growth aspect" tends to be 
accentuated the longer the life of the mine. Also 
it should lengthen the life of most mines by 
extending their span of profitability. 

Of the more than 40 producing gold mines in 
South Africa about 20 mines represent proper 
selections for almost any investment portfolio. 

Swiss Annuities 

In view of what has been said thus far about 
the destructive effect of the money mirage, that 
annuities (a contract to receive periodic fixed 

money payments from an insurance company in 
consideration of a certain payment) would be 
considered a desirable investment might seem 
inconsistent. Such would be the case for dollar 
annuities, whether of the fixed or variable 
payment type. However, annuities payable in 
Swiss francs are available from the leading Swiss 
insurance company, and for investors who have 
reached the sunset years, they are highly 
desirable. 

Leaving aside for the moment the fact that 
currencies are rapidly depreciating, there are some 
clear advantages to annuities. One who purchases 
an annuity from a reputable company is able to 
obtain the largest possible assured income for a 
portion of his capital, because he can spend both 
his principal and income without the worry that 
principal might be exhausted. 

Tax considerations offer another advantage to 
annuitants. Because annuity income is largely tax 
free (about 70 percent for men age 70), the 
purchaser not only assures himself of a larger 
annual gross return but also much more spend
able, after-tax, income. To illustrate, a 70 year old 
male investor who withdrew $100,000 from a 
savings bank paying 51/z percent could buy a Swiss 
annuity that paid 10 percent. If he were in the 
38-percent tax bracket, his $5,500 interest income 
from the savings deposit would provide only 
$3,410 of spendable income. The tax on his 
$10,000 annuity income would total $1,150, 
leaving him $8,850 of spendable income. Thus, his 
spendable income from an annuity would be about 
2.5 times that which he otherwise would have had. 



Inasmuch as the purchase of an annuity would 
reduce one's estate, some might wonder about 
the resulting diminished protection for depen
dents. The following aspects of the situation are 
pertinent: 

1. Concern about a spouse would be 
eliminated by the purchase of annuities for both 
husband and wife, provided that both are in 
reasonably good health. 

2. With reference to estate taxes, the funds 
used to purchase annuities are taken from the 
upper portion of one's estate; therefore, funds 
available for dependents would not be reduced by 
the full cost of the annuity. The difference arises 
from the reduced estate tax liability. The tax rate 
on the upper bracket of a $250,000 estate is 27 
percent; of a $1,000,000 estate, nearly one-third; 
and of a $5,000,000 estate, about 70 percent. 

3. By obtaining a larger assured spendable 
income from an annuity, one is able to make 
larger gifts during his lifetime than otherwise 
might be prudent .. Gifts offer the giver the 
pleasure of seeing the results of his gifts and the 
opportunity to alter his pattern of giving if he so 
chooses. Gifts provide the recipient more spend
able funds, because of lower tax rates on gifts, 
and earlier use of the funds, which may be highly 
important. 

All of these advantages would be outweighed 
by the losses and risks associated with currency 
depreciation were Swiss annuities not available. 
Although the Swiss franc has depreciated during 
recent years, because it has depreciated much less 
than the dollar, the value of the Swiss franc has 
increased substantially in dollar terms. 

When in 1971 governments ended the practice 
of fixing exchange rates between currencies, a 
Swiss franc exchanged for about .23 dollars. At 
the end of each subsequent year through 197 4, 
the exchange rate of the Swiss franc has increased 
in relation to the dollar. The Swiss franc was 
worth nearly .40 dollars at the end of 1974, an 
increase of nearly 80 percent in just 4 years. 
Thus, those who purchased Swiss annuities before 
1971, at the end of 197 4 received an increase in 
their annuity income when exchanged for dollars 
of nearly 80 percent. 

Although the dollar exchange rate of the Swiss 
franc can be expected to decrease from time to 
time, as it did during some months in 1975, the 
Swiss franc clearly remains the soundest currency 
in the world. In the long run, the upward trend 
of the Swiss franc in relation to the dollar seems 
assured. Therefore, those who decide to purchase 
Swiss annuities may use to their advantage 
occasional decreases in the Swiss franc in terms 
of the dollar. However, inasmuch as there is no 
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way of accurately predicting short-term exchange 
rate fluctuations, one would be unwise to 
postpone his purchase of a Swiss annuity for the 
sole purpose of gaining a more favorable Swiss 
franc-dollar exchange rate. 

Swiss Franc vs. Other Currencies 

Fortunate indeed are these retired persons who 
already have Swiss-franc annuities from a leading 
Swiss insurance company. Chart I on page 42 
shows that, since 1971, a fixed amount of Swiss 
francs has converted to an increasing number of 
dollars at such a rapid rate that the recipient of a 
Swiss-franc annuity has enjoyed increased income 
when francs were converted to dollars, increases 
that substantially exceeded the rise in the cost of 
living. 

A foreigner who has a Swiss bank account 
denominated in Swiss francs now is subject to a 
negative interest rate on more than a small 
amount (at present 20,000 Swiss francs). How
ever, one can obtain a safe deposit box in 
Switzerland and place in it Swiss franc currency 
in any amount the box will hold, several hundred 
thousand even in a small box. Chart II shows that 
this would have been a highly profitable use of 
funds in recent years. The diverging trend 
between the dollar and the Swiss franc almost 
surely will continue for the indefinite future, 
perhaps several decades. The Swiss people have 
the rights of referendum and recall. Recently, 
when the leaders of all political parties there 
urged approval of a foreign give-away program, 
the Swiss people, by a 2 to 1 vote, rejected that 
foreign aid scheme. Their currency almost surely 
will continue to be the strongest currency in the 
world and may well be the only one to avoid 
becoming worthless after runaway inflating has 
destroyed the others. 

Can You Rely On Foreign Banks? 

Several investment services have advised sub
scribers to open accounts in foreign banks. 
Because of the bank secrecy laws in Switzerland, 
banks there often are recommended. 

A few years ago, American citizens were 
required to answer questions on their forms 1040 
(income-tax returns) about such foreign accounts. 
Although those questions have been removed 
from the present forms 1040, they can be 
reinstated at any time. 

Readers should remember that all levels of 
government will become increasingly desperate 
for funds with which to pay unfunded pension 
and other welfare obligations. Unless a severe 
deflationary depression occurs in the immediate 
future, the danger that foreign .... ~ecurities and 
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bank accounts will be confiscated probably is 
remote, but why place oneself in a potentially 
vulnerable position? (Neither the claims to coins 
in bulk storage abroad nor the Metric Accounting 
Unit Storage Agreement are "foreign accounts" 
within the meaning of the recent legislation.) 

If any readers do choose to have accounts 
abroad, preferably in Swiss banks, those having 
branches in the U.S. should be avoided. Recently 
I have seen an instance where one of the "big 
three" in Switzerland bowed to an implied threat 
by a U.S. Government agency by discontinuing 
an American entities' deposit. Do not assume that 
Swiss bank laws will protect you in relations with 
any bank having a branch or subsidiary in the 
United States. 

In Whom Can You Trust? 

You may ask: Is there no institution, no group 
of trustees or others within the United States on 
whom I can rely? Aren't there some banks or 
trust companies, some insurance companies, or 
some other organizations that will safeguard my 
savings not only in the usual sense against theft 
or embezzlement but also in order to protect me 
against depreciation (loss of buying power) of the 
dollar? 

The answer clearly is no. Efforts have been 
made to create such· organizations. I know of one 
in particular where the governing board of 
trustees are of the highest calibre. I do not know 
where you could find a stronger group in the 
United States as far as qualities of wisdom and 
integrity are concerned. But the question is: Will 
they safeguard your interests in spite of the 
blackmail pressures of seemingly omnipotent 
Government threatening their modest fortunes, 
their careers, and their reputations? 

You may wonder how wise and honorable men 
could be in a position where such threats could 
have any significance. This can happen, and I 
have seen it happen when a Federal agency, 
instead of proceding quietly to the courts in 
order to resolve disputed aspects of complicated 
laws, attempted to force its interpretation of the 
law by what I regard as blackmail threats that 
charges of conspiracy etc. would be made. 

There were absolutely no bases for any such 
charges; and all concerned, including I am sure 
the Federal agency involved, knew that such 
charges never would stand up in court. Never
theless, the prospect of having such. charges 
published and of having to pay for legal defense 
against them is indeed frightening. . 

Try to imagine what it would mean to you 1f 
you were in that position. You have lead an 
honorable life, your reputation is unsullied, your 

future earnings depend on that reputation. You 
perhaps have accumulated a modest competence 
that will supplement your retirement pension and 
Social Security as well as provide some protection 
for those whom you love. 

The threatened newspaper headlines would 
blacken your reputation even if in a few years a 
court decision completely exonerated you. Legal 
fees over the years probably would exhaust your 
modest competence. At least $250,000 probably 
would be required, and appeals might increase the 
amount. 

What would you do? In order to avoid the dire 
consequences you need only yield on the issue of 
protecting the interests of people who have relied 
on you. Specifically, the Government agency will 
not carry out its threats if you agree to bring the 
assets of these individuals back to the United 
States where a Government agency can do with 
them as it wills. 

I realize that the first instinctive reaction of 
many readers will be that they personally would 
never yield to such threats. But are you so sure? 
Can you and your family spare the funds, even if 
you have them, for legal defense? Can you afford 
the destruction of your reputation for a few 
years at least if your income depends on that 
reputation? 

I have seen the effects of such threats. After 
months of reiteration of the threats, I have seen 
some men give way to tears. Until you have gone 
through torture of this nature it is difficult to 
imagine how it can break down human resistance. 
Nazi Germany and Soviet Russia have known and 
applied psychological torture and found it far 
more effective than physical torture in many 
instances. Therefore, I urge that you, no more 
than I, not condemn those who break under such 
pressure. Simply learn one obvious lesson: there 
is no institution, no bank, no trust company, no 
insurance company, no agency within the United 
States on which you can rely to safeguard your 
funds against the subtle embezzlement via 
inflating long under way and almost sure to 
continue on an increasing scale. 

I can remember four decades ago when U.S. 
Senators denounced the devaluation that initiated 
the era of prolonged inflating as national 
"dishonor." Then also a few presidents of life 
insurance companies vociferously protested the 
inevitable great losses they foresaw for holders of 
insurance policies as the dollar would lose its 
buying power. Even some bankers objected in 
those days. But that time is long past. Tbday 
apparently few understand and none protest. 

Have you read the Declaration of Indepen
dence recently? The 56 signers ~~edged " ... our 
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lives, our fortunes, and our sacred honor" to the 
cause. Now the population has multiplied about 
70 times. Do you think it would be easy to find 
3,920 citizens who would sign such a declaration 
today? Where are those who would prove by 
their actions that their "sacred honor" is not 
negotiable? Perpetual inflating of a currency 
depreciates not only its buying power but also 
the standards of integrity and honor that an 
advancing civilization requires. 

Lest readers are left with a mistaken impres
sion of my views, I should emphasize that I am 
an optimist in that I hope the essential virtues 
will be restored. But that will come after a long 
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period of adversity when the needed lessons 
may be learned again. In the meantime, if you 
and your family are to survive financially you 
should understand what is offered here. One 
thing is sure, if the United States and much of 
the rest of the Western world is to reverse 
present trends and once again be an advancing 
rather than a declining civilization, that will not 
be accomplished by the impoverished slaves of 
future big-brother governments. Only those who 
can survive on a higher economic level will be 
able to contribute to the renaissance of the 
social order that has flourished in the United 
States since 177 6. 



SUPPLEMENT 

Time to Face the Facts 

Retirement and Estate Plannin~ 

During an Age of Inflating 

If you are nearing your retirement years or 
already have retired, you have little more time 
for action in order to make your retirement years 
as you have planned. No longer can you rely on 
time to remedy the consequences of financial 
blunders. Therefore, the first essential is that you 
face the economic facts of life as they now are 
and probably will be. 

No longer do the conditions prevail that your 
grandfather or even your father may have used to 
the advantage of your family. Family trusts, 
whether established by will (testamentary trusts) 
or otherwise (inter-vivas trusts) can be forgotten 
as aids in estate planning. The reasons are: 

a. The leading money managers in the 
United States have been unable to invest 
successfully for more than a decade. 

(1) From 1950 to 1965, a group of 
leading investment funds were able to achieve the 
equivalent of 9 percent gain compounded an
nually (assuming dividends reinvested and allow
ing for the rise in the cost of living, but not 
allowing for income or capital gains taxes, 
because these would vary with each person). 

(2) From 1965 to 1975, the same group 
experienced losses nearly equal to minus 6 
percent compounded annually. For individuals, 
instead of nontaxable entities, the losses were 
substantially greater. 

(3) Major bank and other custodians of 
large pension funds have experienced similar 
losses in the past decade. 

( 4) Trust departments do not usually 
publish the results of their investment efforts, but 
the common trust funds in which smaller trusts 
may be invested have experienced similarly 
unsatisfactory results. 

b. Even if the rise in the cost of living can 
be held as low as 10 percent annually during the 
next 50 years (in England the rate recently 
exceeded 25 percent), trust funds left for your 
grandchildren would lose 90 percent of their 
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buying power in only 25 years, and in 50 years 
less than one percent would remain available to 
them. 

The Self-Destruct Mechanism 

c. In addition, a slowly but inexorably 
operating self-destruct mechanism is choking off 
business opportunities, causing the dissipation of 
capital, and even probably has played an 
important part in the decrease of one-third in the 
number of births during the past 16 years 
although the number of women reaching child
bearing age (20) was increasing nearly two-thirds. 
This is happening generally in Western civiliza
tion. Such a development has not been exper
ienced since the plagues of the "black death" in 
the twelve and thirteen hundreds. The signs of a 
retrogressing civilization have become unmis
takable. 

You may not live long enough to experience 
the more extensive consequences of the develop
ments now apparent; but your children and their 
children will. If you attempt to aid them in the 
ways traditional with attorneys, trust officers, 
and most other estate planners, you not only will 
fail in lour attempt; you will do far worse: you 
will ai and abet the delinquent politicians and 
money managers who guide the processes of 
destruction when you provide them more in the 
form of estate and income taxes. You will have 
chased the money mirage across the desert where 
your financial plans cannot survive. 

THE HARVEST YEARS FINANCIAL PLAN 

During an active lifetime, business success and 
the accumulation of funds for later years and for 
one's descendants can be an interesting "game." 
A time comes, however, when one's point of view 
should be altered if the desired results are to be 
obtained. Attention should be focussed and 
emphasis in planning should be placed on wise 
distribution to be effected prior to and at the 



time of death. There is much enjoyment to be 
found in seeing that distribution of assets is 
wisely planned and largely accomplished while 
living. 

Every couple and every individual when 
nearing retirement years should face the fact that 
in a large proportion of instances elderly people 
gradually lose their ability to handle business 
affairs and sometimes may be quite incapacitated 
for several or even many months before death. 
Not only should provision be made for this 
possibility, but also such provision is less apt to 
be needed or probably will be needed later rather 
than earlier if proper arrangements are made to 
avoid undue burdens of management. 

Most important is the adoption of appropriate 
plans for the entire problem while one is in good 
health and no need of such precautions is 
apparent. Those who wait to complete arrange
ments until they have reached the stage when 
decisions are difficult may unnecessarily shorten 
their lives and may not decide as wisely as they 
would have earlier. 

The Harvest Years Financial Plan can be 
flexibly adjusted to each family's circumstances 
in order to achieve these primary objectives: 

a. Maximum spendable income after taxes 
for the present participants, who usually are one 
or more individuals past middle age. 

b. Minimizing taxes currently by obtaining 
largely tax-free income and maximum deductions 
from taxable income. 

c. Maximizing the overall benefit to the 
family in addition to providing some support for 
organizations that the family believes will con
tribute to better future social and economic 
conditions. These last objectives can be accom
plished while reducing or even eliminating estate 
and inheritance taxes. 

The other objectives sought are: 
a. To minimize concern with the details of 

and decisions on security transactions, collection 
of dividends, interest, action on rights, etc.; 

b. To facilitate making effective any final 
decisions regarding the disposition of one's estate; 

c. To provide continuity of care and 
disposition of assets in the event of disability or 
death; 

d. To provide against the possibility of 
becoming wholly dependent on the proper 
functioning of any one agency such as a bank or 
trust company, regardless of how reliable it may 
seem to be; 

e. To minimize fees for administration of 
the estate; 

f. To minimize and possibly eliminate 
probate costs; 
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g. To test the competence and helpfulness of 
the agencies to be concerned. 

For a single person having no dependents or 
descendants, the Plan might include about 
one-third of income from annuities payable in the 
soundest currency in the world, about one-third 
from a gold annuity or the equivalent and about 
one-third of income from a reserved-life-income 
contribution to a tax-exempt institution. 

Annuities 

Annuities are an important part of most 
Harvest Years Financial Plans, because they 
provide the maximum assured income for life 
from a portion of the total capital. Moreover, 
annuity income is largely exempt from income 
taxes. Other advantages are: 

a. The spendable income available usually 
would be in excess of normal expenditures, so 
much so that: 

( 1) Protection would be provided against 
a much further rise in the cost of living 
(depreciation of the dollar); and, 

( 2) Each year substantial sums could be 
given away without any fear that gifts of capital 
might too greatly reduce one's own income. Such 
gifts could be made to children, grandchildren, 
spouses, and great grandchildren tax free (up to 
$3,000 for an individual or $6,000 by couples) to 
each of any number of persons. 

b. Having a substantial income in Swiss 
francs, one would have funds abroad in ample 
amount for living or travel abroad as might be 
wished, or as might become desirable if social 
conditions· within the United States continue to 
worsen. The possibility of serious social disorders 
here may be remote, but it surely does not seem 
so remote as it did several years ago. When family 
funds are ample, we recommend providing against 
even seemingly remote possibilities. 

Let us try to clarify the matter of annuities for 
most elderly persons: 

a. First, what is important and what is not· 
important? 

(1) Important is the largest possible spend
able (tax free or largely tax free) a.ssured income 
during the rest of one's life, as large as possible in 
order to provide more than enough even in the 
event of further substantial increases in the cost of 
living and to cover the cost of prolonged 3-shift 
nursing care if that should unfortunately become 
necessary. If income greatly exceeds needs one 
can always give each year to anyone or to any 
charitable organization one chooses. 

(2) Completely unimportant for any 
individual who has no dependents is any capital 
fund after his death. 



b. In view of (1) above, when anyone buys 
an annuity he obtains something of great 
importance for him (assured large spendable 
income for the rest of his life) at the possible 
cost of something of almost no importance to 
him (the cost of an annuity lost to an insurance 
company in the event of his premature death). 

Although some readers may at first believe that 
purchase of annuities would too greatly lessen the 
estate to be passed to one's heirs, this is not 
necessarily true. Funds for the purchase of an 
annuity come from the top tax brackets for an 
estate. Even for estates as small as $150,000, the 
highest tax bracket is 30 percent; 34 percent on 
taxable estates in excess of $250 ,000; 43 percent 
on taxable estates in excess of $1,500,000, and 
70 percent on estates in excess of $5,000,000. 
(Approximate figures based on Tax Reform Bill 
of 1976.) Moreover, administration and probate 
costs may be from 5 to 10 percent of an estate. 
Consequently, not the heirs but to a great extent 
the profligate politicians might otherwise get a 
large portion of what could better be used for 
annuities. 

Swiss annuities have a decided advantage for 
anyone regardless of residence. The Swiss franc is 
the soundest currency in the world, we believe, 
and almost certainly will be readily convertible 
into dollars at all times. In fact, if there is a 
general realignment of currencies, the Swiss franc 
probably will be worth more dollars than it is 
today. 

The Rewards of a Harvest Years Financial Plan 

Those who adopt a Harvest Years Financial 
Plan can expect to reap highly satisfying rewards. 
First a reorientation of viewpoint is necessary, 
however. 

Most people who have devoted a successful 
lifetime to business and to managing their 
investments have formed the habits concerned 
with earning, prudent management, and careful 
accumulation. Even those who may have in
herited much of their wealth have handled it 
wisely if they now have more than was given 
them. Spendthrifts neither succeed long in 
business nor retain inherited funds. In the harvest 
years the time has come to question, What was 
the purpose of my prudence over the years? 

Many people have had many different purposes, 
but surely few have intended to encourage even 
greater profligacy on the part of the politicians in 
power. Most people who will read this can be 
expected to find a better use for hard-earned or 
prudently managed funds than will the profligate 
politicians. In fact the tax laws tacitly admit that 
intelligent disposition of funds by citizens who 
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apply their own initiative probably will be better 
for the country in the long run. Therefore, 
Congress has provided legal and proper means for 
the more able and thoughtful citizens to avoid 
the taxes that their less able and indifferent 
fellow citizens will pay as a result of sheer 
neglect of the opportunities provided. 

Assuming, then, that a Harvest Years Financial 
Plan has tripled or quadrupled spendable income 
after taxes, a result by no means uncommon, 
what can one do with that financial power and a 
reoriented outlook on life? 

Naturally, some surplus funds will be used for 
descendants and others to whom the gifts may be 
much more valuable because they are available 
for present and near future needs instead of being 
delayed until after the donor's death and then 
possibly reduced by unnecessary taxes. 

Other surplus spendable income can be used 
for the objectives that one has long considered 
deserving of support but for which adequate 
funds seemed never to be available. 

The person who has acquired more than 
enough for his own needs has succeeded in only 
half the game of life. The rest of the game can be 
the most enjoyable, the most rewarding part. The 
reward can be justified satisfaction that the game 
of life has been well played to the end, that the 
power of acquired money has been used with the 
same wisdom that made possible its acquisition in 
the first place. Why leave to others, especially to 
profljgate politicians peddling their pernicious 
political panaceas, the right to squander harm
fully the fruits of a lifetime of prudent 
accumulation? 

Anyone who has accumulated substantial funds 
should realize: 

a. One should not expect a corporate trustee 
or an attorney after one's death to make the 
same decisions about investments or about the 
needs of potential beneficiaries that one would 
make himself. 

b. If you are not the best one to judge how 
and when your property should be distributed, 
who else can be expected to do so? And how can 
even you know what is best unless you make 
some distributions yourself and observe the 
consequences? . 

c. By using a Harvest Years Financial Plan 
one can dispose of all his assets while, in most 
instances, still retaining for his lifetime several 
times the spendable income after taxes that he 
would otherwise enjoy. Money is power; the 
power to do what you believe to be wise, just, 
and in the best long-run interests of your family 
and your Country. Why delegate much of that 
power in the form of estate and inheritance taxes 



to the profligate politicians at your death, when 
the laws enacted by those same politicians 
(perhaps modestly in doubt of their own 
omniscience) encourage you to distribute your 
own estate while retaining all the protection and 
comfort that you can use, in illness and health, 
to the time of your death? 

What Can You Do? 

Almost certainly, the trends now apparent 
cannot be reversed in your lifetime. Try as you 
might, remedying the situation within a few or 
even several years probably is beyond the power 
of all in your age group, even if they could be 
united in understanding and purpose. What can 

you do? Two courses of action are open to you. 
The first, of basic importance, is to provide 

adequately for your own future by arranging for 
the maximum income after taxes during the 
remaining years of your life. Then you will have 
excess income part of which you can apply where 
you believe it will be best used to fulfill 
obligations to others, including your children and 
grandchildren. 

The second is to aid the educational effort 
required if the basic principles embodied in the 
Constitution of the United States are to be 
restored to their earlier status. How can you do 
this? 

a. You can provide pertinent reading and 
discussion for friends, including your descendants. 
Perhaps you have tried this in the past and have 
been discouraged by the results. Do not forget, 
however, that the consequences of present trends 
are becoming increasingly evident. Adversity will 
incline more and more people to seek the 
information you can help to provide. Expect a 
long, uphill battle, but do not shrink from it. 

b. You can apply the extra income obtained 
by your Harvest Years Financial Plan to support 
organizations that are engaged in the educational 
effort. Included are a few independent colleges 
that have refused government funds as well as a 
number of other organizations such as American 
Institute for Economic Research. 

c. You can arrange reserved-life-income 
contributions to tax-exempt organizations as part 
of your own financial plan. Such contributions 
may be either to pooled-income funds or in the 
form of charitable gift annuity trusts with life 
incomes reserved to yourself and your depen
dents. This procedure can minimize estate taxes 
while providing income protection for yourself 
and dependents. Much that might otherwise go to 
profligate politicians can thus support activities 
you believe will help to restore sound constitu
tional government in the United States. 
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Are There Any Survival Havens? 

For more than a decade the writer has 
observed closely the efforts of many individuals 
to find, somewhere in the world, a safe haven, 
some country where one could go and establish 
for himself, perhaps also for his descendants, a 
new home. Nearly everyone has dreams of 
Shangri-La, some idyllic, utopian hideaway. Much 
time, effort, and money have been spent in this 
search, and in many instances the results are 
known to the writer. 

The findings may be summarized in a few 
words: there is no place to hide. Perhaps for 
elderly persons, reasonably satisfactory conditions 
can be found that may well continue during their 
lifetimes. But as for a place in the world where a 
family can look forward to conditions such as 
those that prevailed in the United States during 
much of the 1800's and the early decades of this 
century, don't waste your time looking. 

Of all the nations, Switzerland might have 
been the best possibility. Its Constitution of 
1848 is modeled on that of the United States, 
with two major improvements. First, the Execu
tive is not one man but a Federal Council of 
seven members, who serve in turn for one-year 
terms as President. The President of Switzerland 
requires no elaborate secret service protection, 
moves about like any other Swiss citizen, with 
no pomp or publicity, and engages in no costly 
campaign for election. Second, the people of 
Switzerland have the constitutional rights of the 
referendum and the Initiative. On at least four 
occasions since World War II, the Swiss people 
have asserted their right to nullify laws passed 
by their legislative branch, thereby demon
strating the:ir good sense. 

This is not to suggest that Swiss citizens 
generally have better judgment than do Ameri
can citizens. In the latest of the four instances 
mentioned, a Swiss referendum rejected the 
Government's attempt, supported by leaders of 
all political parties, to burden Switzerland with 
foreign aid in an amount roughly proportional 
to $2,500,000,000 for the United States. Al
though the proposal was defeated by a 3 to 2 
majority, whereas American public opinion polls 
show 3 to 1 majorities against such aid, the 
Swiss people had the Constitutional means to 
reject a proposal that the American people have 
no means of rejecting by an expression of the 
citizens' views. 

Because of these two significant differences 
between the Swiss Constitution and the Ameri
can Constitution from which it was adapted, we 
believe that Switzerland may be the only country 



in the world to avoid complete depreciation of its 
paper currency in the next several decades, Long 
before the paper becomes worthless, we confi
dently expect that the Swiss people will demand 
and obtain a return to the gold standard. 

Why Not Switzerland? 

Then why not Switzerland as a haven for one's 
family? Would it not be better to fight the 
retrogression of Western civilization in a small 
nation where the people have a long tradition of 
defying enemies, even a Hitler on their border, 
than to stay in a country, however large and 
seemingly powerful, that sends its sons to battle 
without the means to win, a country whose 
leaders seem to be more interested in appease
ment, in "detente," rather than in standing firm 
for the basic principles of social order embodied 
in the Constitution of the United States? Is it not 
better to be in Switzerland where Solzenitzyn 
was first granted asylum than in the United 
States where a President snubs him? 

Part of the answer is that the Swiss do not 
want you. They have been overwhelmed with 
foreigners who have chosen to buy homes in 
Switzerland. They can see the day fast approach
ing when there may not be enough living space 
for the Swiss. Consequently, foreigners no longer 
can buy land in most of Switzerland, nor can 
any lease to a foreigner be for longer than three 
years (although a lease can be renewed indefi
nitely). 

A second part of the answer is that the 
attitude of some officials and leading bankers is 
different from the views that prevailed when 
Hitler tried to obtain the wealth that German 
citizens had entrusted to Swiss banks. Then the 
attitude was unqualified defiance. Today, the 
sentiments of the Swiss people probably remain 
the same, but some of their top-echelon officials 
and bankers evidently feel differently. Read the 
earlier issues of Phoenix Economic Bulletin and 
learn for yourself what has happened in Switzer
land. The Swiss people tend to talk in military 
terms because all men are trained citizen soldiers. 
What a few think of the actions of some officials 
and bankers has been revealed in the comment, 
"I feel like turning in my rifle." That most Swiss 
people similarly would feel shame at the actioris 
referred to seems highly probable, but few know 
what has occurred. Readers of Phoenix know, 
and who among them will dare to entrust the 
future of his family to the upper levels of 
government and finance in Switzerland? The long 
arm of the United States Government apparently 
will have little trouble in seizing the wealth of 
any citizens who have accounts in Swiss banks. 
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As for any other nation of the world, such as 
Australia perhaps, or New Zealand, their consti
tutions are not even as sound as that of the 
United States still is, in spite of judicial 
"interpretation." They do have the Anglo-Saxon 
tradition of Common Law evolved via Magna 
Charta, termination of the Star Chamber, and 
constitutional government, but they are farther 
along the road of increasing government inter
vention than is the United States. As for the 
many small island states around the world, they 
exist only until some power chooses to seize 
them, and none have governments firmly based 
on the principles that once prevailed in the 
United States. 

Such are the facts we all should face. To those 
who want only comfort and peace in their 
declining years, we can only say that there is no 
peace. For you, individually, if you do not live 
too long, comfort and peace perhaps can be 
obtained, but would you really be satisfied with 
that? Are you so worn and weary that you would 
not find stimulation and pleasure in doing what 
you can to restore better conditions for yourself 
and others? After all, you are not a Solzenitzyn 
who spent much of his life in slave labor camps; 
and even he continues to fight against insuperable 
odds. 

This is not a plea that you "buckle on your 
armor" or pick up your rifle once again (if you 
are a veteran of our wars). This is an invitation to 
engage in the strife of education, of aiding and 
abetting the bringing of light where there is 
darkness. That is neither beyond your physical 
nor your mental ability, and your effort can be 
suited to your means. 

Somehow we must communicate to our 
neighbors, our children, and our grandchildren 
the fact that the United States Constitution is the 
high-water mark to date of man's farthest 
advance toward a social order where freedom and 
justice would prevail. As such, it must be built 
upon, not destroyed, or men assuredly will 
wander again in darkness for thousands of years, 
as they apparently did for some millions of years 
in the past. 

Please do not misunderstand this message. It 
does not urge you to reform the world, or even 
your next-door neighbor. It is not a plea for 
frantic, frenetic, and probably futile efforts to 
turn the clock back. This message does urge that 
you calmly appraise the situation, carefully plan 
for your own future and that of your immediate 
family, and then use the energy and resources 
released by such wise planning for what could 
well be the most interesting and rewarding 
activities of your entire life. 



ADDENDUM 

The Road to Wealth? 

During more than a half century, I have read 
hundreds of different investment advisory letters 
or bulletins. There must be few, if any, that 
achieved substantial circulation during those 
decades that I have not read over periods ranging 
from several weeks to a few years. 

By far the most of them attemptd .to forecast 
market trends. Only a few tried to outguess the 
short-term ( d:: ys to a few weeks) changes, and I 
do not recall one that was not soon discredited. 
The great majority strive to forecast the longer 
trends ranging from a few months to a few years, 
the latter being known as cyclical trends because 
of their relation to business-cycle changes. 

Some who make a fortunate forecast then 
capitalize on it by advertising extensively by mail 
or in the financial journals. They thus acquire a 
list of subscribers and inquirers who unwittingly 
help the service to survive when it happens to 
guess badly a few times. The "sucker list" then is 
rented or exchanged with other investment 
advisory services whose recent guesses have been 
more fortunate. Thus some investment advisory 
organizations of this type can continue for a long 
time. 

Others who try to outguess the cyclical trends 
may survive for a few years, but even some of 
the most respected, such as the Harvard Eco
nomic Service in the 1920's, have succumbed 
after a few bad guesses. At least one widely
known investment service found another way to 
"beat the game." It owns several advisory 
services, and their advice differs enough so that 
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each, in effect, is able to "hedge its bets." If one 
of the group has bad luck for a time, its list of 
subscribers can. be used as a mailing list by the 
others for a few years. By this means, one or 
another of the group almost always has a basis in 
recent lucky guesses for attracting new sub
scribers. 

The underlying reason for the continued 
existence of such investment services is the greed 
and gullibility of so many investors. The 
long-term (decade or two) charts of stock prices 
or of prices in almost any other market suggest 
that anyone who could foresee the trends of 
several months or of a few years soon could 
make a fortune. No doubt, many investment 
advisors sincerely believe that they have found 
the formula that will enable them to forecast 
such trends successfully. However, in more than 
50 years I have never known even one whose 
personal fortune reflected his supposed fore
casting ability. Especially under the circumstances 
that have existed since 1965 and apparently will 
continue for a few decades, the odds in favor of 
the "investor" at Las Vegas probably will be 
much better than the odds in favor of those who 
try to outguess the cyclical trends of securities 
prices for a long time to come. 

During the early decades of this century 
buying and holding the stocks of leading 
companies in the United States was the road to 
wealth for many. Those "too dumb to sell" thus 
acquired a fortune. Now that the self-destruct 
mechanism is operating so effectively, however, 
not even that procedure can be expected to 
succeed. There is a detour on the road to wealth; 
few will live long enough to reach its end. 



PRACTICAL FIRST STEPS 

For those nearing retirement or perhaps already retired, certain actions should be taken without 
delay. Younger readers may choose to act less promptly but we suggest that prolonged delay may be 
inadvisable. Already doors are being closed with a view to keeping your funds accessible to the hungry 
bureaucrats. As the inescapable burdens of unfunded pension obligations increase, government entities at 
all levels will become short of funds with which to placate dismayed voters. Then the politicians will 
become desperate, and exchange controls as well as other measures may prevent the protective actions 
that now are among your Constitutional rights. 

These early actions are suggested: 

1. Take a trip to Bermuda and, while there, v1s1t S.O.S. Secretarial Services, Room 401, 
International Center, Bermudiana Road, Hamilton. (Telephone 51495) There you can arrange to 
establish a personal correspondence and document file and can obtain information about international 
retirement and estate plans. We suggest that you maintain an independent and confidential personal 
correspondence and document file so that the material always will be available to you even if your files 
in the United States are seized or destroyed. 

2. We also suggest that you open and maintain an account outside of the United States 
denominated in U.S. dollars at a bank in Bermuda such as The Bank of Bermuda, Limited, so that funds 
will be available without restriction. There are no restrictions on the amounts you can send abroad 
through banking channels. The $5,000 limit you probably have heard about applies only to cash or the 
equivalent carried abroad. 

Notes: 

a. Keep in mind that, unless you have assets and some records beyond the reach of the I.R.S. 
or other agents of the Government, you may be deprived of assets and records, and thereby stripped of 
all means of defending yourself in court. Do not continue to labor under the delusion that you 4ave 
Constitutional rights that will be respected by any Government agency other than the Supreme Court; 
and don't overlook the fact that it takes money, much money, and time to establish your rights by 

carrying your case to the Supreme Court. 

b. International retirement and estate plans include only proper legal procedures for 
minimizing taxes, expenses, and other problems in connection with settlement of an estate. 
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