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INTRODUCTION

I remember playing a game of Monopoly with a friend when I was maybe ten or eleven years old. I was doing well, but I was still losing—and that’s when I realized that my friend, who was acting as the bank, was cheating by secretly moving money from the bank over to his own pile. Once I figured this out, I quit the game: Why play when it’s impossible to win?

In a nutshell, that’s what’s happening to you in today’s America. Throughout your entire childhood, you were told about the American Dream, and how if you worked hard and did the right things, you could build a good life for yourself. If you’re reading this, then you’ve figured out that something went wrong: Either someone’s cheating, or they changed the rules without telling you.

I’m here to tell you that this is exactly what happened. The generations before you actually did have a real shot at achieving their dreams. However, over time, so many people cheated and used shortcuts to achieving their goals, that they ended up changing the nature and accessibility of American Dream. They rigged the game, and now that it’s your turn to play, they’ve made it almost impossible for you to win.

WHO IS THIS BOOK FOR?

Do any of the following criteria describe you?


• You’re carrying huge amounts of college debt.

• You’re an adult still living with your parents because you can’t afford to move out.

• You’re not able to find a job that pays a livable amount of money.

• You want to get married, but you can’t afford it.

• Prices keep going up, but your income doesn’t follow.

• You’ve got health insurance but can’t afford medical care due to the high deductibles.

• You joined some movement like Operation Wall Street or the Tea Party, or followed a revolutionary politician like Ron Paul or Bernie Sanders, and didn’t see anything change.

• You feel that something’s not right, even though the government and the media keep telling you otherwise.



Then this book is for you. I’ve intended it to serve as a starting point: A quick, easy-to-read overview of the forces that have an impact on your life in some way, showing how they work—by design—to rob you of your rights, your money, and your potential. Although not comprehensive in scope, it should introduce you to these topics so you can get a sense of what’s actually happening. You can—and should—broaden and deepen your understanding of these issues, especially the examples that pertain most to yourself. It concludes with some suggestions for what to do with this new information, but that’s a starting point as well: It’s up to you to decide what to do next.

WHO AM I?

Allen Marshall is an alias.

In reality, I’m a typical middle-aged guy. I’ve achieved my own American Dream, with a wife, two kids, two dogs, and a house with a white picket fence in the suburbs (seriously).

I’ve pretty much got it made—but over time, as I learned about how the game is rigged, how the odds are stacked against the next generation, I’ve come to realize that my kids are going to face huge hurdles in achieving their dreams—hurdles I didn’t have to face. And it’s not just my kids: I realized that a lot of people in my generation, and the majority of people younger than me, are in the same boat.

Not only are most of them destined for a life of frustration and unfulfilled dreams, but the system that’s holding them down is the same system that’s choking the life out of this country. And it’s all because some of the people who came before us decided to rewrite the rules of the game to benefit themselves and hurt the rest of us.

WHY WRITE THIS BOOK?

I struggle every day with what to do about the challenges that I see so many people facing. My kids are too young for me to share all this with them; they’re not ready. But there are lots of people who are, and just need a little assistance in seeing the big picture.

That’s why I wrote this book. If you read it and see things in a different way—if it helps you understand how the system is rigged against you—then you’ll have the chance to do something about it.

I can’t tell you what that “something” is. I don’t think these problems can be solved with marches and protests; I don’t even really think they can be solved through voting, unless we actually start voting for people who tell the truth and tell us up front about the hard choices we have to make. Perhaps we all just have to pull out of the system entirely. That’s for you and your peers to decide.

I’m just trying to do my part by sharing information, along with my wishes and prayers that others can pick up the torch and carry it forward.

A WORD ABOUT DATA

Throughout this book, you’ll notice that I raise concerns about some institution, and then later quote that same institution’s research or data. For example, I talk about the Federal Reserve working contrary to the interests of our country, yet continue to reference information from the Federal Reserve Economic Data (FRED) system from the Federal Reserve Bank of St. Louis. Or I’ll talk about the flaws in the way our government calculates GDP, and then use GDP numbers as a way to track economic growth.

This is, unfortunately, unavoidable. In many cases these institutions are the only sources of information available on certain issues, or at least the only commonly-acknowledged sources. And to understand the issues covered in this book, we have got to be able to incorporate data into the discussion. However, to limit the potential for biased analysis, I follow three rules when using data:


• Cui bono? I try to ask myself who benefits from the data being reported and look for conflicts of interest. If the government wants to look good by reducing unemployment rates, then they have a vested interest in making those numbers look better than they actually are. I would much rather look for an independent organization or watchdog group to provide data.

• Look for “minimally processed” data. I tend to rely on data from FRED because it is not filtered or massaged: They report on national debt levels, for example, without trying to tell me whether they’re good or bad. In contrast, numbers like the unemployment rate or GDP are heavily doctored in the ways in which they are defined, collected, and reported, so I don’t consider those reliable at all.

• Compare similar numbers. In cases where the risk of corrupted data is high (such as unemployment rates or GDP), I try to use them more for comparisons rather than for an objective picture. For example, if every country has similarly flawed ways of measuring GDP, we can use those numbers to gauge the relative sizes of those countries’ economies regardless of the accuracy of the information. If we look at unemployment rates over time, we can get a sense of trends, even if the specific values are wrong.



You’ll see the Latin words “caveat emptor” a lot in this book; they mean “buyer beware,” which is a mindset too many people have lost. When it comes to data, it means you shouldn’t automatically accept what you’re being told, whether it comes from a watchdog group or the Federal Reserve. I keep a skeptical eye and look for multiple sources to come together in a complete picture, and I would encourage you to be similarly skeptical. Collect information to prove to yourself that something is true, and don’t rely wholly on anyone—including me—to tell you.

CONTACTING THE AUTHOR

Poet Don Marquis reportedly said, “Publishing a volume of verse is like dropping a rose petal down the Grand Canyon and waiting for the echo.” Writing a book like this one results in a similar lack of feedback, and I’d be very interested in hearing your thoughts. If you’d like to share your reactions to what’s written here, tell me what you think I got wrong, share related information with me, or ask questions, you can email me directly at Allen@DefiantLiving.com. I promise to respond to you as quickly as I’m able.


PART I

THE MONEY MASTERS
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How you’re getting screwed by . . .

THE MONEY SYSTEM

The few who understand the system, will either be so interested from its profits or so dependent on its favors, that there will be no opposition from that class . . . Let me issue and control a nation’s money and I care not who writes the laws.

—Mayer Amschel Rothschild (1744–1812), founder of the House of Rothschild.


THE POINT:

Our entire money system is based on debt, which requires constant expansion (in other words, inflation and even more debt). This means that your money keeps losing value, and they’re going to keep pushing you—and everyone else—to take on as much debt as you can. It’s theft, and it’s debt slavery.



There’s an old saying that “a fish doesn’t know it’s in water.” Meaning that when something surrounds us so completely, is such an elemental part of our lives, it’s easy for that thing to be invisible. Our money system is like that.

We take money for granted—it just “is.” Nobody thinks about it, or questions it. We know what dollars and cents are, and we know that we can trade them for things we want, and we know that they’re a store of value. Right?

The truth is, our money system has not been around forever—it’s a fairly recent invention—and it was designed to steal value from you.

1913: THE FED COMES ON THE SCENE

The U.S. Constitution says that Congress is supposed to manage our money system—specifically, “To coin Money, regulate the Value thereof . . . ”.1 But in 1913, Congress punted, and gave up that authority by privatizing the endeavor to an entity called the Federal Reserve. The government does have some input into this central bank, since it appoints the bank’s governors. However, the twelve regional banks that make up the Federal Reserve are all privately owned, with banks being the only stockholders!2

Why is this a big deal? Because a private organization owned by banks—not a public institution—now runs our money supply. And because they’re banks, and banks make their money by lending money, they naturally designed a debt-based system. That means the money system has to grow constantly, which means your dollars are worth less every year. It’s a system that works for them, not for you.

FROM A GOLD STANDARD TO NO STANDARD

Originally, the Fed was held somewhat in check by the nation’s gold standard, which means that money can be exchanged for physical gold at any time at a set price. This prevents a country from printing money or otherwise devaluing the currency: If people sense that the currency has less value, they’ll exchange it for the physical gold, and eventually the Federal Reserve would run out. This system worked for quite a while, with an ounce of gold equal to $20.67 for nearly a century until 1933, when President Franklin Roosevelt attempted to confiscate peoples’ physical gold while raising the exchange rate to $35 per ounce.3 This allowed him to introduce a one-time devaluation of the currency, part of his strategy to counter the deflation during the Great Depression.

Unfortunately, the desire to print money—to increase what the government could spend—was too great, and in 1971 Richard Nixon took the country off the gold standard, to a pure fiat system. By cutting the constraints on government spending that a gold standard imposed, he was able to “have his cake and eat it too,” continuing to spend heavily on the Vietnam War without having to rein in the expanding welfare state at home.

What’s a fiat system? The word “Fiat” is Latin, and translates as “let it be done.” It’s a government dictate saying that this is money because we say it is, even though it’s not backed by anything real. Which is a stunning thought: The only reason the money in your pocket has any value is because we all believe that it does, nothing more. And that collective faith—that this piece of paper has some kind of inherent value—allows them to play all kinds of games behind the scenes.

THE 2 PERCENT TARGET

By deciding that money isn’t backed by anything but faith, the government and the Fed were able to dramatically increase the amount of money in circulation. Since it wasn’t backed by anything, there was nothing to stop them from expanding the money supply as they saw fit.

What happens when you have roughly the same number of products and services, but drop more and more money into the system? At first, it works great: You’re able to buy more things before people catch on. But eventually the system adjusts, and prices go up to balance the system. You can see what happened to prices since the Fed was founded in the following chart:4
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Believe it or not, this price inflation is official Fed policy: Even though they have a clear mandate to make sure prices remain stable (written into law in 1977), they interpret this as making sure prices increase at a stable rate, a target of 2 percent per year, which is an awfully deceptive interpretation of their mandate.

Do you know what 2 percent inflation does to you?


• In 1 year, something that cost you $1.00 today will cost you $1.02. Your dollar will lose 2 percent of its value.

• In 10 years, something that cost you $1.00 today will cost you $1.22. Your dollar will lose 18 percent of its value.

• In 20 years, something that cost you $1.00 today will cost you $1.49. Your dollar will lose 33 percent of its value.

• In 50 years, something that cost you $1.00 today will cost you $2.69. Your dollar will lose 63 percent of its value.



They’re stealing value from you on purpose. Because they know most people don’t know or understand what they’re doing, and because it’s a very gradual process.

Of course, they have a good cover story as to why they push for inflation: They say that since growing economies produce inflation, then logically, producing inflation will result in growing economies. As David Collum sarcastically notes in his 2016 year-end review, “That’s like warming a corpse to 98.6 degrees (maybe even a few tenths warmer) to bring it to life. Hey guys: try jolting it with electricity while rubbing your palms together and cackling. I’m sure it will work.”5

DEBT . . . LOTS AND LOTS OF DEBT

There’s an important piece missing here: How does all of this money get added to the economy without people realizing what’s happening? It happens through the creation of debt—people, companies, and governments borrowing money.

And we have been borrowing money at an amazing rate. In fact, as you can see in the chart on the next page,6 we’ve grown our total public debt (personal, business, and government combined) from $436 billion in 1950 to $63.5 trillion in 2015! We’ve doubled the amount of debt we collectively hold seven times since 1950; to double it again we’ll have to reach $115 trillion, and that just doesn’t seem possible.
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This brings up an interesting point: That debt can’t grow forever. Just as trees can’t grow to the sky, there’s a limit on how big our debt level can get. People, businesses, and governments can only borrow as much as they can service (in other words, their ability to make the payments).

So if borrowing capacity is limited, how can the Fed—which requires ever-growing debt—keep the game going?

CENTRAL BANKERS GONE WILD

If you look at the chart above, you’ll notice a slight bump in the line, when the total volume of debt dropped slightly. That minor bump was felt in a major way: It was the 2008 financial crisis, showing what happens to the economy when we can’t continue to increase debt at the needed speed.

That crisis threw central bankers into a panic, and they began basically making up policies as they went along. And if that scares the hell out of you, it should: The thought of a bunch of academics with no real-world experience trying things that had never been done before, with their hands on the levers of economies around the world, is a truly terrifying thought. So what exactly have they done since 2009 to get debt growing again?

Creating an Illusion of Health

The Fed is under the impression that if they make the financial markets look better than they are, people will feel more confident and start to spend, thereby actually bringing the economy back to life. They’ve therefore made a real effort to fool us into believing that everything is back on track, regardless of our real-world experiences.

One example is their suspension of the “mark to market” rule. The Financial Accounting Standards Board (FASB) sets the rules for acceptable accounting practices among financial institutions, and one of their bedrock rules was that assets had to be valued at whatever the market would actually pay for them. On March 16, 2009, as the effects of the 2008 financial crisis were increasing, FASB abandoned that rule (FAS 157) in favor of a “mark to model” standard, in which banks could value assets at whatever their models—not that day’s market prices—told them they were worth. This approach, often called “mark to fantasy,” saved them from displaying a huge hole on their balance sheets.7

Another driver is the fact that the Federal Reserve was making a blatant attempt to juice the stock market, doing whatever they could to push it higher so we all felt that the economy was strong. As Richard Fisher, former president of the Dallas Federal Reserve, said on CNBC, “What the Fed did, and I was part of that group, is we front-loaded a tremendous market rally starting in 2009, March of 2009 . . . We front-loaded, at the Federal Reserve, an enormous rally in order to accomplish a wealth effect.”8 And they may still be at it: There is a widespread suspicion of a “Plunge Protection Team,” possibly at the Fed or driven by the President’s Working Group on Financial Markets, that actively works in the markets to prevent large drops and move the indices higher.9

Bad Debt: Buying It and Hiding It

And what to do about the bad debt out there—the loans that the banks made that people can’t service on a regular basis? The Fed helped quite a bit with that, buying many of those nonperforming loans (especially mortgage debt after the housing crisis); it now has just under $4.5 trillion dollars on its balance sheet including just over $1.7 trillion in those mortgage-backed securities.10

Beyond that, banks have adopted a policy commonly known as “extend and pretend,” which means that if someone can’t pay their loan back, you give them an extension and pretend that the loan hasn’t gone bad. This was common practice right after the 2008 crisis to handle residential and commercial real estate loans, and even as of 2013, four of the biggest banks still held $57 billion in such loans on their books.11 More recently, when bad debts started to show up from energy companies (the fracking industry was heavily debt-financed, and dependent on much higher oil prices), analysts fully expect to see banks relying on the same strategy to hide those bad loans as well.12

Lowering Interest Rates

One way they can keep things going is to lower interest rates. Remember that you can only borrow to the level at which you can manage to make payments; therefore, if they lower the interest rate, you can borrow more than you could before. If you have a $1 million loan and it costs you $50,000 in payments at 5 percent interest, lowering the interest rate means your payments are lower—and you can borrow more. If they lower rates to 2.5 percent, for example, you could then borrow $2 million with that same $50,000 per year payment.

That’s why interest rates keep going lower. The Fed has been holding its official rate near zero for years, and many countries, such as Japan, are actually issuing bonds at negative interest rates! While the U.S. hasn’t moved into negative interest rates yet, and is currently raising rates at the time of this writing, the Fed has appeared open to the idea, and it wouldn’t surprise anyone to see it happen the next time the economy stumbles.

When you hear that negative interest rates are unprecedented, understand that this absolutely true. As Matthew Borin notes:


Central banks are treading in uncharted waters. Sidney Homer and Richard Sylla, the authors of A History of Interest Rates, found no instance of negative rates in 5,000 years. Now there are $11.7 trillion invested in negative-yield sovereign debt, including $7.9 trillion in Japanese government bonds and over $1 trillion in both French and German sovereign debt.

[The publisher of Grant’s Interest Rate Observer Jim] Grant posed a tongue-in-cheek question: “If these are the first sub-zero interest rates in 5,000 years, is this not the worst economy since 3,000 BC?”13



Of course, pushing interest rates down makes borrowing more attractive. But there remains the question as to whether that borrowing was used for productive purposes. Nonfinancial corporations, for example, saw their debt levels collectively increase from $6.4 trillion to $8 trillion between 2013 and 2015; during that same time, they used $1.3 trillion to buy back shares of their companies,14 which boosted their share prices and did little else except produce big bonuses for executives through corporate stock options mechanisms.

And on the flip side, those low interest rates have been causing untold damage to retirees trying to live off their savings, and to businesses like insurance companies and pension funds that rely on the interest payments from the safest investments like bonds.

What does all this mean? It means that our government passed an important responsibility on to private companies that don’t have our interests at heart, and those private companies are trying to saturate us with debt so they can steal value from our money and keep the game going as long as possible.
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WALL STREET

It is well enough that people of the nation do not understand our banking and money system, for if they did, I believe there would be a revolution before tomorrow morning.

—Henry Ford, founder of the Ford Motor Company.


THE POINT:

If you were looking for a single industry to represent the kind of unfair, unethical, and illegal behavior that’s hurting everyday Americans, you wouldn’t have to look any further than the financial industry. From extorting politicians to bail out their bad decisions to manipulating every market they can, they just pay a small percentage of their profits as a fine on those rare occasions when they get caught, and move on to the next hustle.



It’s very hard to write about the ways in which big banks, investment companies, and others are taking advantage of you. The reason: The financial industry makes everything as complicated and confusing as possible so they can get away with their scams. I will try to make everything as simple as possible so people can understand it.

I’ll admit it: My eyes glaze over when people start talking about my investing options. I would fall asleep if I tried to read all of the paperwork in my mortgage documents. And that’s what they count on: That the more complicated they make things, the fewer ordinary citizens will be able to understand them, and that’s where they have an opportunity to take advantage of us.

Let’s look at the big-picture evidence.

THE FINANCIAL CRISIS

Remember the big financial crisis in 2008 and 2009? That was caused by two things working together. The first was making crazy loans to people who had no chance of paying them back. The second was making insanely complicated financial products out of those loans, and then selling those to investors without being honest about what they really were.

But when it all blew up, and all that dishonest, unethical, and illegal behavior was exposed, what happened? Did anybody get fired? Did anybody get arrested or go to jail?

No, what happened was that Congress passed a $700 billion bailout package to save the industry, and the Federal Reserve did backflips to support them as well, lowering interest rates and buying a lot of their bad loans.

SINCE 2009

After that, they just kept doing what they were doing. They weren’t worried about going to jail: No one involved with all these shady deals was ever arrested, and in fact Eric Holder, Attorney General of the U.S. at the time, even came out on TV and said that the big banks were too big to prosecute.15

Since then, the big banks and investment firms have been on a tear, manipulating just about every financial market there is and making billions from all sorts of fraudulent activities. And if they get caught? They pay a fine—a small percentage of their profits from these activities—and go on to the next scam.

A nonprofit called Good Jobs First tracks these kinds of violations, and had this to say:16


Since the beginning of 2010 major U.S. and foreign-based banks have paid more than $160 billion in penalties (fines and settlements) to resolve cases brought against them by the Justice Department and federal regulatory agencies. Bank of America alone accounts for $56 billion of the total and JPMorgan Chase another $28 billion. Fourteen banks have each accumulated penalty amounts in excess of $1 billion, and five of those are in excess of $10 billion.



They list the following types of violations and fines since 2010 on the part of the banks:




	
Type of Case


	
Penalties





	
Toxic securities and mortgage abuses


	
$118,351,845,751





	
Violations of rules prohibiting business with enemy countries


	
$15,281,854,381





	
Manipulation of foreign exchange markets


	
$7,386,000,000





	
Manipulation of interest rate benchmarks


	
$5,473,000,000





	
Assisting tax evasion


	
$2,353,633,153





	
Credit card abuses


	
$2,168,800,000





	
Failing to report suspicious behavior by Bernard Madoff


	
$2,161,000,000





	
Inadequate money-laundering controls


	
$1,265,000,000





	
Discriminatory practices


	
$939,300,000





	
Manipulation of energy markets


	
$897,900,000





	
Other major cases


	
$3,771,900,000





	
TOTAL


	
$160,050,233,285







This list doesn’t do justice to how extreme some of these crimes are. Fines for “inadequate money-laundering controls,” for example, include cases such as HSBC laundering money for “Saudi Arabian terrorists, Mexican drug cartels and rogue regimes in North Korea and Cuba”17 and Wachovia laundering billions of dollars for Mexican cocaine smugglers.18

And again—no one goes to jail for any of this, they just pay back a small portion of the profits and move on to the next shady deal.

So why should you care? Well, aside from the obvious double standard of justice (I bet if you did any of these things you’d be prosecuted pretty quickly), you’re paying for all of this. That $700 billion bailout from Congress? That was tax money—your money. Those fines? That comes out of your pocket too, in the form of higher fees and lower returns on your savings and investments.
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