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The American Dream is Over: So What?  
 
Brief Synopsis: Prudence and its manifestation in the world of investments is about to change 
dramatically.  Wealth is already shifting rapidly and inevitably away from the West and into the 
East.  After all, the US has by now irreparably abused its ‘exorbitant privilege’ (as it was called by 
France President De Gaulle) of US dollar hegemony (which was the result of Bretton Woods in 
1944).  The US defaulted on its debt in 1971 and Bretton Woods collapsed soon after.  Despite this, 
we have continued to be under the spell of central bankers for 36 years.  The current illiquidity crisis 
now hangs like the sword of Damocles over the head of the entire global inter-bank payment system. 
 Throwing more money at the problem will not work for ever.  There is no way to perpetuate a debt 
based financial system in perpetuity.  It’s wake-up time.  As Anaxagoras, the pre-Socratic Greek 
philosopher once said, long ago, and was repeated by the French nobleman Antoine Laurent de 
Lavoisier around the time of the French Revolution: ‘Rien ne se perd, rien ne se crée; tout se 
transforme’.  The inevitable transformation will yet again take its natural course.  Will central banks 
survive?  What will come of the growing Sovereign Wealth Funds?      
------------------------------------------------------------------------------------------------------------ 
 
Good afternoon ladies and gentlemen, 
 
I have to say that, I was filled with a mixture of pride and apprehension when I accepted 
Giri’s kind invitation to speak to you today, for which I am very grateful.  Indeed, Giri 
boldly asked me not to speak to you about GIPS, which is what I had expected, as it is 
more or less the common ground of where our mutual interest lies (IMAS being the local 
sponsor of the GIPS standards and I being the Chair of the Regional committee of GIPS) 
and GIPS has now been my usual topic over the past few years when asked to speak 
publicly in Asia.   
 
But no, today Giri wanted me to talk to you about how I now see the financial world and 
to share with you some of my beliefs and insights that I have now been sharing with 
readers of my newsletter ‘Prosper!’ for the past twelve months (incidentally, I brought 
with me 10 copies or so of the latest issue of ‘Prosper!’ so please feel free to take one 
away with you if you wish to read it and, also, please leave your business card or send 
me an email if you wish to be added to the distribution list – it is FREE).   
 
I have, I believe, been blessed with the opportunity to take a fresh look at the financial 
world, when I decided to leave Mercer after spending 18 great years with that firm.   
 
I say blessed, because most people do not have the time or the ability to stop working for 
a few years by choice.  And I say opportunity, because it allowed me to be free from what 
I now consider to be deceptively attractive, captive institutional thinking and so be able to 
see more clearly the evolving crisis for what it has been, is and must now become before 
the inevitable transformation process completes itself.  Evolution is a slow process.   
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Isn’t it strange, I thought, that it’s only recently, after years of formal academic and 
professional training and experience, first as an actuary and then as a financial analyst, 
that I stumbled across some knowledge so fundamental that it changed my outlook 
completely.  I say stumbled across, because it seems like that’s what happened.  I didn’t 
plan it; I wasn’t looking for any buried treasure or secret recipe.  But I did have an open 
mind and time on my side.  So I guess it just came looking for me or I just connected 
with it. 
 
After leaving Mercer in 2004, after 27 years of doing ‘chargeable work’ giving advice 
that I could never have afforded to pay for myself, all I wanted to do was, well, nothing!  
My wife was a little worried at first, of course.  She asked: “how long do you need”?  
“Oh, I don’t know”, I said; maybe a year?  Very soon, that year had already gone by and 
still I needed more time; I was enjoying myself so much!  I was reading a Iot; travelling a 
lot (I took my family around the world… a dream I had, which I am so glad to have been 
able to realise).  So, there was, there had to be a second year of indulgence…  
 
During that pivotal or transformational time for me, and still to this day, I consciously 
made the simple, but not easy, choice of making a deliberate effort of being in the present 
moment as much and as often as possible, rather than spending all my time in the past or 
in the future (as we actuaries are so well trained at doing, that we virtually forget about 
the present… or at least I did).  So, I made it my discipline to be vigilant about being in 
the present moment and giving my full attention to the need that arises.  And that’s how I 
had what I consider to be a personal epiphany: I came to realise that what was once real 
money had subtly been replaced by an illusion; a highly deceptive and persistent illusion. 
 
That realisation continues to be at the core of my new approach to investing and, I 
suspect, will remain so for quite some time to come or at least until the monetary system 
as we now know it has been reformed and reformed well.  
 
So, as a result of this ‘blessing’, as it were, I now truly feel liberated from the shackles of 
institutional thinking and enjoy my newfound liberty and, consequently, my ability to 
look at things more objectively and to discriminate more effectively between two 
fundamentally different human manifestations: deceit and authenticity.   
 
The world we now live in and, I would argue, the financial world in particular, has an 
abundance of the first type of manifestation, but a dearth of the second.  How we got to 
this point, I’m not too sure.  But, in so far as the financial world is concerned, I do 
believe that much of the blame for our current state of collective consciousness lies 
squarely at the feet of those who have the power to create money out of thin air.  We have 
been deluded by the master illusionists (that is, the central bankers) for a very long 
time… and, sadly, still are.  
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Indeed, just as deceit is abundant and authenticity is rare; the world is now swimming in 
debt, since our monetary system needs it to survive, whilst gold remains as rare and as 
relevant as it’s ever been.   
 
So it is with some trepidation that I take Giri’s challenge today and dare to speak out here 
in Singapore to such an intimidating audience about what I consider to be the monetary 
tragedy of the 20th century and its inevitable consequences that we are now all facing.  
 
The US has by now, in my view, irreparably abused its ‘exorbitant privilege’ (as it was 
once famously called by then France President Charles De Gaulle).  I am referring to the 
US dollar hegemony in the world since the ground breaking Bretton Woods meeting that 
took place in 1944 where, as the meeting convened, the relative dominance of the US 
economy was undeniable.  As a result, what emerged from the meeting largely reflected 
US preferences and their geostrategic priorities and ambitions.   
 
It was therefore agreed by all 730 delegates from the 44 nations attending to adopt a 
system of fixed exchange rates managed by a series of newly created international 
institutions (including the International Monetary Fund (IMF) and what is now the World 
Bank) using the US dollar as the principal ‘reserve currency’.  In effect, the US dollar 
took over the role that gold had previously played under the gold standard.  Effectively, 
the US dollar, which was the only currency that remained directly gold convertible for 
central banks, became ‘as good as gold’.   
 
Tragically, the US defaulted on its debt obligation in 1971 (on the 15th of August, to be 
exact, when President Nixon unilaterally cancelled the Bretton Woods system and 
stopped the direct convertibility of the US dollar to gold.  That’s right.  You heard me 
correctly.  Let me repeat: Nixon severed the global monetary system’s link to gold.  He 
did so, amazingly, without consulting members of the international monetary system and 
Bretton Woods collapsed soon after – in 1973.   
 
Despite this, we have continued to be under the spell of central bankers for 34 years.  The 
current crisis now hangs like the sword of Damocles over the head of the entire global 
inter-bank payment system.   Throwing more money at the problem will not work for 
ever.  There is no way to perpetuate a debt based financial system in perpetuity.   
 
It’s wake-up time.  It’s the end of the world as we know it… and I feel fine.  True, all is 
not well in the high priests’ world of debt monetization.  There is a time bomb ticking 
and it isn’t going to be pretty when it blows up.  But I feel fine…  Why?  Because there is 
gold and so, there is hope.  Better still, if you own gold; you can not only have peace of 
mind, but you can also profit in these troubled times.    
 
Let me now quote someone and let’s see if you can identify the person who said this: 
"The U.S. government has a technology, called a printing press (or, today, its electronic 
equivalent) that allows it to produce as many U.S. dollars as it wishes at essentially no 
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cost. By increasing the number of U.S. dollars in circulation, or even by credibly 
threatening to do so, the U.S. government can also reduce the value of a dollar in terms 
of goods and services, which is equivalent to raising the prices in dollars of those goods 
and services. We conclude that, under a paper-money system, a determined government 
can always generate higher spending and hence positive inflation." 
 
Who said this? It was none other than Ben Bernanke himself, the current Fed chairman, 
also known as Helicopter Ben since he gave that speech before the National Economists 
Club in Washington, D.C. on 21 November 2002.   Not exactly inspiring, is it?  The US 
dollar has become a ‘floating abstraction’, to use an expression that I like that Doug 
Casey uses when referring to the US dollar.  Now that’s just funny; the irony however is 
that our continued indulgence in this fantasy, consciously or not, has made us all victims 
of our own beliefs.  
 
So much is happening right now, on so many fronts, that I could not think of a better time 
to be giving this talk here in Singapore than right now.  My notes for today’s talk have 
had to change more than once, just to keep up with recent events.  I cannot remember 
another period of time such as the one we are currently living in, at least not in my 
lifetime.  We most certainly live in ‘defining times’ for not only financial markets, but 
perhaps even for humanity itself. 
 
As a result of this fast pace change and, not insignificant demand on my time in preparing 
for presentations in Manila last week and a workshop I’ll be giving in Sydney on 
Wednesday, I have allowed myself to borrow freely from the words of a few individuals 
who I consider to be quite remarkable and who continue to inspire me on this journey, to 
ensure that the rest of my talk is not already obsolete.  People such as Doug Casey, Bill 
Murphy, Marc Faber, Richard Maybury and, in particular, today William Buckler; these 
people I know to be authentic not only in their actions, but in what they actually say 
(which, sadly, cannot be said of most of our leaders today).   
 
There is a huge collision ahead.  Last August was the turn of the tide.  The latest US 
monthly net TIC (or Treasury International Capital) flows include all non-market flows, 
short-term securities and changes in banks' US Dollar holdings.  This measure of US net 
foreign capital outflow (!) was $US 163 Billion in August compared with an inflow of 
$US 94.3 Billion in July.  This is a net turnaround in the money flows across US borders 
of $US 257 Billion! It was to be expected this would happen one day if the US continued 
on its present course.   
 
The fact that this outflow is now happening is, of course, to be seen by the huge fall in 
the international value of the US Dollar as well as the global increases in US Dollar 
commodity prices.  The US Dollar is now falling against most currencies, against most 
global commodities and against Gold. 
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Japan remained the largest holder of US Treasury securities, though its holdings fell to 
$US 585.6 Billion in August from $US 610.4 Billion.  China was still the second largest 
world holder of US Treasuries.  Its holdings declined to $US 400.2 Billion from $US 
409.0 Billion.  Great Britain remained in third place, with holdings increasing to $US 
244.0 Billion from $US 210.6 Billion.  
 
The US has to borrow $US 2.1 Billion a day just to finance its huge trade gap.  But the 
money outflows from the US have begun.  The US cannot even gain the funds 
internationally to cover for its own monthly trade deficits.  Something has to give.  The 
main item which is “giving” and will “give” more is the international value of the US 
Dollar. 
 
The G-7 meeting of Finance Ministers and Central Bankers in Washington DC took place 
last Friday (ominously enough on October 19, exactly 20 years to the day after that 
fatidic Black Monday when the US share market fell by 23% in a single day).  At 6PM 
EST – an official communiqué was released by the G-7 group.  A statement was also 
issued by the US Treasury Secretary, Hank Paulson.  Well…  
 
The US Dollar was not mentioned once in either statement. Neither was the Euro, nor the 
Yen. The Chinese currency was mentioned, in passing, as China was praised for its 
"decision to increase the flexibility of its currency" but urged to "allow an accelerated 
appreciation of its effective exchange rate."   
 
In the lead up to this meeting, the financial press all over the world (even in the US itself) 
was full of articles talking about the determination of the European members of the G-7 
and the Japanese to make strenuous overtures to the US to "do something" about its "twin 
deficits" and its profligate credit creation practices.  No doubt such overtures were made, 
behind closed doors.  No hint of them made it into print in the communiqué. 
 
In fact, no hint of anything germane to the ACTUAL situation affecting the global 
financial system was made in the communiqué.  A lot of it was taken up with reports on 
progress towards IMF and World Bank "reform".  Both of these post war institutions are 
now irrelevant, and the G-7 knows this full well, but they had to all agree officially on 
something. 
 
Meanwhile, back in the markets which the G-7 countries are "monitoring closely" it was 
a very bad week indeed.  As you know, US stock markets suffered a mini-repeat of the 
chaos generated exactly 20 years previously.  Some reports had the temerity to call it a 
"crash" although the major US indices were only down about 2.6 percent on the day.   
 
On top of that, the $US oil price briefly traded above $US 90.00 on the day before falling 
back slightly at the close.  The price for an ounce of gold reached record highs last week 
and, this morning, when the world’s first market where gold is traded opened (Sydney) 
the spot price shot up from US$ 764 to over US$ 770 in minutes.  But, as is usually the 
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case with the gold price, this latest sharp rise was immediately capped by the gold cartel 
and subsequently suppressed down from US$ 772 to US$ 757 in just over one hour’s 
time.   
 
It is important to realise that when it comes to gold and its price is that Gold is a 
POLITICAL metal.  In the true meaning of the word, its price is "governed", not to use a 
less kind word.  This is so, for the very simple reason that Gold in its historical role as a 
currency is fundamentally incompatible with the modern worldwide financial system as it 
currently stands.   
 
The present global paper currency system is very young (it’s only 36 years old).  It 
depends for its continued functioning on the BELIEF that the debt upon which it is based 
will, someday, be repaid.  The one thing, above all others, that could shake that faith, and 
therefore the foundations of the modern financial system itself, is a rise (especially a 
sharp rise) in the US Dollar price of Gold.  So every effort is made to ensure market 
participants remain calm and continue to dismiss gold as a ’barbarous relic’…   
 
US Treasury yields plummeted again last week.  As more than one bond trader put it - 
"FEAR IS BACK!”   In an accelerating rush, investors are once again abandoning almost 
all other US markets in favor of the presumed "safety" (for now, a least) of Treasury debt 
paper. 
 
The difference this time, at least so far, is that the rush into Treasuries has had no impact 
on the $US Gold price, which has continued to rise.  Gold rose markedly in $US terms 
last week.  It did not rise anywhere near as much in terms of most other major currencies. 
 
This, I believe, simply points out the increasing fatuousness (and the market knows it) of 
Mr. Paulson's and the US Treasury's so called "strong Dollar policy" - unless the meaning 
of "strong" is changed…  What if, instead of indicating a stable or rising exchange rate on 
the international financial markets, a "strong dollar" referred to the US Dollar's 
continuing role as a "reserve currency"?  It is an absolute certainty, after all, that the US 
Treasury - not to mention the Fed, the Bush Administration, the entire US Federal 
government and the US banking system - will fight to the last printing press to preserve 
the reserve currency status of the US Dollar.  Without that status, the US Dollar would 
have become extinct long ago. 
 
The Bush Administration has not intervened in the currency markets.  They have not had 
to.  The rest of the world has done it for them by recycling their ever growing trade and 
current account surpluses with the US back into Dollars, Treasury paper, and Dollar-
denominated "assets" of all descriptions.  This appetite for $US assets was abruptly 
terminated in August with a turnaround from investment to "disinvestment" of 
breathtaking proportions. 
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The G-7 communiqué doesn't talk about this either.  Instead, the G7 ganged up on 
China… when what should have happened is for Europe, Japan and Canada to gang up 
on the US!  They talked about the necessity of China letting its currency rise against its 
major trading partners.  Of course, the Chinese could do this anytime they chose, simply 
by ceasing their buying of US financial assets with the Dollars they earn by exporting to 
the US. The G-7 knows this too, and according to the official August figures, the 
Chinese, and most of the rest of Asia, has begun to do just that. 
 
The Bush Administration wants the US Dollar to retain its status as the world's major 
reserve currency, which it deserves only by the "grace" of the massive foreign buying of 
US Dollars.  At the same time, they want the Chinese to let their currency appreciate.  
The problem is that they can't have it both ways.  The days of US Treasurers stating to 
the world that "It's our currency, but it's your problem" are long gone.  And now, the US 
Dollar is going too - in its exchange value AND, ultimately, in its status as THE global 
reserve currency. 
 
The American Dream may well be over, but there will always be another day and another 
dream.  I believe in the American people.  I believe that Americans will sooner or later 
begin to understand how evil political power is.  Americans are re-learning right now – 
the hard way, unfortunately – that the federal government isn’t the country, and it isn’t 
their friend.  It’s the country’s worst enemy, and theirs.   
   
Those who trust their government will suffer a colossal beating, but political skeptics 
who take precautions still have a good chance to earn fortunes and Prosper!  Nothing 
new about that…  It’s a rather good summary of six thousand years of history.  Peace of 
mind comes from facing reality, taking the necessary precautions, and exploiting the 
opportunities.   
 
Let me finish with this priceless remark from Winston Churchill that can only give us 
hope.  Indeed, he once famously remarked that: “Americans always do the right thing… 
after they’ve tried everything else”.   
 
Thank you Giri and IMAS so much for giving me the opportunity to talk to you today. 
 
 

 
Louis Boulanger, CFA 


