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We are standing on the precipice of a new era in
global-sorial-economics. How we enter this new age 1s
of critical importance. Government is incapable to doing
anything for any reform of its own abuse of power iIs not
up for negotiation. We must weather the storm, and to do
so we need to understand its nature. Just as the 1230s
Great Depression set in moticn profound -changes that were
cven manifest in geopolitical confrontations, wa hava now
reached such & crossroads., A debt crisis has its tentacles
deeply enbedded into-every sector right into government.
This iz the distinction from a meie stock market crash that
never aliers the sconomy long-kerm. We are sericusly still
over-leveraged and seme banks are still trying to be hedge
funds and have to zpeculate to make a profit. That is a key
warning sian that the worse is yet to come.
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The DNA of the
Global Econcoay

By: Martin A. Armstrong

Former
Chaiman Princeton Economics International, Lid.
Foundation For The Study of Cycles

& Iot of pepple whe have known me for
decades have written to tell me that there has been
sort of a free-for-all on my work post-T198% with
some as bold to even plaglarize the Econamic Confi
dence Model changing the name and others elaimifog
to have discovared Pi. This scems to be a natural .
penalty insofar as those who the government throws
in prison. Anyone who owes money to a priscner seems
to think it is a license to escape the debt. T have
seen others who had partnerships and expected their
families to be taken care of, cut off. People just
at times will abandon all civility it appears during
two events (1) when states imprisen an individual, o
(2} when there is a natural dlsaster and even the
police can be seen looting.

I have no problem if pecple shars what T have
written and forward whatever yon 1like. We are facing
a very difficult pericd ahead and the more peopls
who understand the events in perspective, hopefully
the intensity can be reduced despite the corruption
of governments.,

: What T discovered was rot by some predetermined
theory. What I have discovered came by the joint and
truly astonishing gathering of people worldwids, The
1585 Economic Conference in Princeton was magiificent.
We had serious people for the first time ever in a
single place. Much of my thinklong waz forced upon me
by having such 2 global client base. Witheut that, I
doubt that I would have emerged with the understanding

~as they Jearned from we. I’ cahnot emphasize enough iy
gratitude to our clisntbase, for withouk them, T too
would have been only 2 domestic analyst with blinders
on who would have tried to reduce all events to a
single cause of action that is scmehow Just American
egocentric. Put it is the Schema Frequency that is
the eau-de-vie (water of life} that is a code like

1

that I have today. T learned from the clients as much

_DI#_that predicts. the-future. R



is not the actual source of eyclical activity. It is merely a proof

that TIME is subject to geometry. This is incredibly impertant as

a principle that established there is a fleld of science that must be
explored ard it exists in tanglble form, It is an 11lustration that we
as a people may lesrn from experience and modify our thinking and our
behavior in the future, but where we lack that ability to learn and

te progress, lies within our oollective behavicr, He who has the gold

Pl =2

cail just dictate to the markeks and

arrogance, yob listen to no one and certainiy
Thies i=s why we had the

And because he can make the rules, he also thinks he
the people to do hig will. When yvou have this sort of

not to the experience offered by hlstory,

collapse of Russian and the Long Term Capital Market bailout in

1338, It is why we have the current ecvomic crisis that is far worse because it invelved

the entire debt market that has its tentacles into evary
is the debt market, not the stock market, that forms the

aspect of sconomye activity., It
true

Telamon that supports the entire economy. The Investment Banks

usedthissammdelofHemnhasmegﬂd,mkestherqul

They assumed that by controlling the rules through poldtical
means, they can dictate to the markets what theyshall do. We
will rever ses any American Investment Banks crimlnally or
for they play the same game as the state
ardd thus they are exempt from accountability, They did ot
trade markets and always win because they are brighter than
everyone else. They won, because they control the rules just
like the politicians, If you think yvou have such power, yom
do not bother with even contemplating whether or not your
power is subject to the forces beyond your oonkrol,

civilly charged,

Tt was this dictatorial power that was
behiind Russia and China on the back of Marx
that misiead those states into thinking they
can dictate how the economy will run. The:
state collapsed because there could be
o response and progress since they could not
even see the ewvolution of the econcmy from
a2 ivory tower.

Japan suffered the "lost dacade" for
the very same reason. The IDP believed it
could contrel the economy by dletating what
trends it wanted. while allowing the ™ M
ownership of property, T was shocked to ses
that major companies could not act oa their

own and the LDP_prohibited hedging at the

top because they through if they could just
outlaw selling, the Nikkei would never drop.
That absurd belief destroyed Japan, and now
while hopes are high, they are the zame we
saw in East Germany. There has to be a full
retraining of how to be a real ECnNomyY .

LA

Fresident Obema has surrounded himself
with former buresucrats who have no practical
experience. He 13 trying the same docmed idea
that he wants to force innovation in making
the country “grean" and you find pecple in
the healthcare field gearing up. This is no
different than what Japan and the former USSR
and China did. They tried to dictate to the
economy. So we have the very same prohlem as
glways. We learn from experience only as an
imdividuwal, bt socielty is incapabie of ever

truly learning ard progressing becanse of the

false belief that be who has the gold, can

make the ries, This iz why socisty cannot
evolve without force (revolution), amd it is

Jwhy revolution always. revarts back to the

same system - ie Napoleon crowning himself;
Cliver Cromwell pobting his picture on the
colns just like the king; america assuming
absolute immnity for all goverrment Jjudges
and prosecutors, the same precise iojury in
the Declaration of Independence {mock trials).




, The Power Play qoing on in wWashington is all
about control. What the Obama Administration fails
o understand, it is embarking down that Very Same
road as the IDP followed in Japan, and what they
present to the pecple, is that the fault was with
the reduction in regulations carried eut by tha
Republicans.,

This bullshit story satisfies the prass and
those who just hate the idea of the "rich" as well
25 evely corporate conspiracy that has ever been
dreamed up. The real cause is that there has bean
far too much regqulation that drove capital and
jobs away from the United Btates, yet there was
N0 regulation of those who made an effort to in fact
play the same game with the politicians ia creating
the rules.

The assault on the offshore tax shelters is
going to come back and wipe out the bhest plans of
merl and tyranis, The funds offshore are the main
and often the exclusive source of capital for the
hedge funds. The hedge funds are the biyers of the
US government paper, hecause cash camnot be insured
being just left in bank accounts bevond $100,000,
Thug, hedge funds buy government papér and by now
searching for who has accounts offshore, that will

- mlgrate €0 hédge funds Ly (1) Boreidy withidrawals
and {2) the hedge furmds will ke targeted next to
compel them to produce lists of investors. No hedge
fund operated by an American onshore will be safe
and the prospects of a solid rapovery are being in

fact souffed out by the Power Play in motion now.,
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Running arvound the world exposed me to
hew investment decisions were reached i all
mations, T worksd with the Arabs during the
1970/80s, the Europeans, Australians, Asians
from Japan dewn to Singapore and sven was
invited by the Central Bank of china to fly
to Beijing. Having clients around the world
and having to solve problems, opered My eyes
to comprehend that the Global Strocture of
the world economy was vastly complex, vet at
the same time, parfectly simple.

Currency had become a language of our
global economy. Every person translated any
foreign involvement into their home currency
and that determined whether ornot to even
act be it by trade or investment. Capital Flow
among nations was subject to the changes in
currency. This was starkly different from a
gold standard, and negated everything taught
in an economics class making most theories
Just irrelevaot. Yes Adam Smith's insight
ks as the Tnwisible Hand was still alive,
albeit slightly modifiled in that the self-
interest would now be filtered through the
currency fluctuations at the end of the day.

T Gther” theory €5 SEETlve wEs- thatar [

David Ricardo and his Comparative Advartare,
This too would be slightly modified by the
aoveriay of a fleating currency that would
now effect the inteynatiomal value of what

was at issve in the Comparative Advantage.

The Global Structure is rich.and very
dvnamic rendering most economic theories
just gibberish. The notion of Efficient
Market Theary has been a byproduct of the
American egocentric view of the weorld, It
may have its roots in a "just pries® going
back to Saint Thomas MAuinas, but it has
no place in our modern economy, Notions of
locking at book value and earnings related
to price, are all subrject to the changing
winds of chance, because we are really living
in a complex internaticnal world.

Trving Fisher
(1867-1947)

Scme have caught a flicker of what I
speak such as Trving Fisher, but they stopped
shy of this trait., Fisher of course was a
Farous econonist during the gieat depressic,
What made him diffevent, he was also a trader
and amassed a fortune fram 1910 onward. He
helped to pioneer the fields of capital theory
and contributed greatly toward the modern
theory of moretarism,




Iamsueﬂlatwhenlamgonetheywill
no doubt compare me to Irving Fisher for we
both have had a "erusading spirit" that led
us into multiple fields of study. Trving
at least caught a glimpse of suspansion in
the gold standard insofar as war was concern-
- ed, He watched both World War I and World War
IT, and between 1912 and 1935, he produced
331 documents expouding his wision for the
"oompensated dollar™ that he saw as a new
currency of constant purchasing power. Scme
viewed his ideas as a "commodity doliar"
rather than limiting the backing so-to-speak
as exclusively gold. Irving proposed to the.
define the dolliar in terms of a given value
of gold that fleated according to an index
of commodity prices of a specified set of
gocds,

John Maynard Keynes {right) with

Serretary Henry Morgenthagw, Jr
1244 (Bretton Woods)

Irving is also famous for his statement
that the US stock market nearing its peak had
made the comment that we reached a permanert
plateau. This illustrated the problem with
the concept of "value" and a "just price"
and that market behavior was scmehew rational.

John Maynard Feynes rose to the top not
because he did anything to forecast the high
or even the low. What he did was generate a
theory that goverrment had the power to then
manage the economy and that led to the factk
that government heard what it wanted to hear
insofar as they were the salvation for all of
mankind. Keynes in many ways, justified the
root premise of Karl Marx that the state should
be in control.

‘buring ny 208, I saw the world through
different colored glasses. By my 308,:1 was
fixmly entrenched in wnderstanding the trpe
Global Struchme. When I was 36, years of
work was put together in the Greatest Bull
Market Tn HIstoru and that I wrote from my
nerw global perspective thanks to clients T
had arcurd the world who helped me ses what
I would have missed. 8o that book I wrote
showing the same market often charted in a
host of different currencies. What I had
come to realize, was that a hubble top like
in NASPAQ in 2000 or the Nikkei in Japan
back in 1989 or even 1829, could oaly be
understood from a milti-ctrrency view, Real
bull markets of significance, only happen
when the gains are reflected in all ctrrency
values from Burope to Asia,
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~—--- The vast majority of fundamental acgl-
vais based upon the idea of efficient markets
and just value, are all pretty much worthless
for they will never explain an event in any
time in advance, and even with hindsight, we
are less than satisfied with the explanations
the emerge. There is no such thing as a "just
price” in market theory. Markets are very
afficient, buft aitly from an international
perspective,

When the 1987 Crash hit, pecple called
their broker and asked what the hell happened
and why did the Dow Jores fall 500 points?
The response was scary. "I have ro ideal”
The truth of the matter was that all of the
furdamentals ware the same. Nothing teck
place domestically other than the stupid idea
ef creating the G-5 to manipulate the dollar
down to create a more compstitive work foroe
and that would result in more jobs and the
lowering of the trade deficit. This was the
brain-child of James Baker,

This illustrates our problem. (1) There
can be no efficient market thecry as related
and preached by many analysts. That assumes
a closed economy and currency has no impact.
That is just insane. Foreign buying ig the
concentration of capital. It was the forelian
tuyers that drom the MASDAQ up in 2000 as was
the case for the Nikkei 225 in 1989. It is
that external capital that comes in and then
makes all the difference. That is the global
capital concentration.

{2) The efficient market theory also
presumes no change in confidence betwaen the
private and the public sectors. There is a
flight to qualifty that has nothing to do
with a "just price” for when confidence in
govermmertt is high, stocks have traded well
below their liquidation valuss, and then at
times when confidence in government falls,
stocks rise as a hedge against government as
they did coming cut of the 1932 low.

The theoriss that pretend to be able to
rredict whether the stocks will rise based
upon garnings, are flawed from the view that
- markats. always overshoot & wndershoot - so

trying to predict what "should be™ 1o a nice

and perfect world, is just a little utcpian
for real value. We have to be realistic and
avold the pie-in-the-sky theories.

What should happen, usually does not.
Markets are very efficisnt. However, to even
understand that, we must grasp the idea that
only the rise in prices and OPEC during the
1270z, forced a response of cresting solar
energy, wind energy, and alternative fuels.
As long as something like oil is cheap, there
can be no such thing as even bothering to
create a new solution that will be moxe

expensive anyway.

It was the Great Depression that forced
farmers to become skilled labor, In 1908, 40%
of americans were still fammers. By 1980, that
fell to 3%. So what we are dolng is respond-
ing to the markets, In this ssnge, they drive
all activity and from ancient times they were
the driving force bshind migrations. We may
not like the forced changes that are compelled
upon us by the "free markets™ but that is how
they are efficient. Mot in the sensze of how
the populatre analysis portrays the theory.

In this sense, Newton's laws of motion
enter., A4 force applied in one dirsction, will
compel and emmal and opposite reaction. This
principle is trus even within owr economy. We
mast respect that just as we can learn and
grown indivicually, socdety fails to generate
that ecollective sense of knowledge. Hence, as
imdividuals we retain free will to participate
in a boom and step cut of the way for a bust
based upon our individual knowledge. However,
the state cannot advance because it is in
a parpatusl phase of selfgrandicse visions
of suprems powar,

The value of anything is constantly
changing because its tiue international value
changes on a mimte by mimite basis for its
value is honestly reflected in a basket of
giobal currencies. SWhether it will truly
rise is determined by that international
value. To attract capltal glebally, it must
rise in temms of all owrrencies.

St you see, whatever the thecry that
once was, 1s no more. The floating exchangs
rate system has altered everything. Those
theories are long gone and were hased on g

- one. world currency such _as gold. Once that

vanished, we entered 3 completely new era
and few have uderstood it demesticallyin
the U5 for they never lock at the world
vearing different colored glasses for each
ration,




ThéDNAoftheGlohalEcmny

: The true hidden & vastly
impressive Global Structure to
our, social-politicial-economy,
iz marvelously dynamic and a
vibrant creation of incredible
crder masked by a veil of true
complexity., When T began my
schooling in computer engineer-
ing, a computer was still the
size of a room that had been
achileved with the invention of
transistors that ensbled it to
be shrunk down from a foothall
field using vacuum tubes. With
the invention of integrated
circults, we had visians of now
desktop computers. Nevertheless,
my professor showed us the RO
Spectra 70. He then made it very
clear that we had to know every
aspect both hardware and soft-
ware before you would pass, I
look at this machine that was
the size of a reom, and thought
he was nuts. There was no way
one person could uderstand all
this gear. For months I took my
notes with little clue as to
what the hell was going on., Then
he put up on the board a simple -
and-or-circuit that was basic
simple magnets. Putting 8 in a
row and charging them either
plus or mirms, allowed one to
store a letter or a qumber in
binary code. A1l of a sudden
the blood rushed in and at last
I got it. A computer was just a
ton of thege things, with the
various wiring to allow reading
and looping. It was a simple
core stroctire over and over
ag.-a.j_n_r._ i el feimigs R {

The Global Structure of
the economy is the same thing
suilt vpon self-interest, yat
we are staring at a machine Rhat

ts so vast, we are intimidated
oy size,

The core structura is not
unlike DNA. There is a code by
which tomorrow is determined,
or 1f yvou will die from 2 stroke
because that is the curss of
your faindly,

What exists is a dual key
structure of order, {1) is the
Sixth Dimention I have dafined
as the inter-relaticnship of
all markets tied togesther with
all ecotomias, This iz filtered
through currency, so to determirk
whether there will e a real
bull market, depends if that is
riging in all cworrencies, fhen
the upward advance 1z purely
the locate currency, then we are
dealing with a flight to quality
trying to seek value fram the
declining purchasing power of
the local ourrency. When it is
rising in terms of all currency,
then we have 3 glohal capital
concentration. That is the stuff
the real Inll markets are made
of.

{2} is the Schemm Freguency
whare the dynamic structure is
coded within sequences of vital”
pattarns that repeat in strings
like DA and thus wmap the very
future before wa can see ik, Tt
was the 1206 Zan Francisco earth
guake that set in moticn the
creation of the Federal Reserve,
It was the 1829 Crash that set
in motion the creation of the SE
ard marked the transition from
Farming to skilled labor, This

allowed America. to be what ft. .

became’ just az WWI & WWII made
the US rich as a arms dealer and
crvider of food.

Tha future is coded in a
sequence. Thalt code will have to

wait for my release,




