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Turning and turning in the widening gyre
The falcon cannot hear the falconer
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My God, I’ve never seen a country more in need of a hero – Peggy Noonan
There is no constituency for fiscal sanity in the US. The parties are simply
irresponsible in different ways. – John Mauldin

Recent thoughts – a reminder
 The Fed will likely keep going until something breaks
 Inflation is peaking – for now, and it will remain at a high level. In the long
run, because of debt levels, there is no alternative to continued, elevated
inflation
 The economy is weakening – recession not yet clear, but a definite slowing
down at a fairly rapid pace
 Housing is weakening

This was one of the principal factors that led to my conclusions on the end game
in the early 90 – it has only gotten worse since then

And Medicare’s deficit is even bigger.
Interesting twist from fertility rates.
Social Security’s payouts have exceeded revenue since 2010, but the recent past
is nowhere near as grim as the future. According to the latest annual report by
Social Security’s trustees, the gap between promised benefits and future payroll
tax revenue has reached a staggering $59.8 trillion. That gap is $6.8 trillion larger
than it was just one year earlier. The biggest driver of that move wasn’t Covid19, but rather a lowering of expected fertility over the coming decades.

Always worth a listen

Luke Gromen on www.macrovoices.com

Markets

Just thinking …

Ok, things are bad, and they are likely to get worse.
But, what happens when the Russia / Ukraine thing is over?
And China opens back up?
There will finally be some good news to offset the bad news.

Don’t know what that means, but a short term, impressive rally in the stock
markets would not be out of the question.

Gold

In last week’s market summary, I left out gold.
In general, I still think gold has bottomed and is heading toward new highs. Since I
think the dollar has one more high left in it, it is likely that gold will remain weak
in the short term.
However, both gold and the dollar are up sharply on Friday, so something
interesting is going on.

Well, I guess this means, not any time soon

Then, again …

Can you say, stagflation?

You may have forgotten that one Fed mandate is stable prices – they have

The mandate, by law is, "maximum employment, stable prices, and moderate
long-term interest rates."
The Chicago Fed, on its website, says the following:
The Committee judges that inflation at the rate of 2 percent, as measured
by the annual change in the Price Index for Personal Consumption
Expenditures (PCE), is most consistent over the longer run with the Federal
Reserve's statutory mandate. The Committee has also explicitly noted that
the inflation target is symmetric and stated that it "would be concerned if
inflation were running persistently above or below this objective."
What they are stabilizing is not prices but the rate of change of prices.
At a 2% rate of inflation, prices will quadruple during a human lifetime.
Extremely irresponsible.
But on the other hand, much higher inflation is required to bring down the debt.

Babylon Bee gets to some of the rot at the heart of our performative politics

Not dissing the January 6 Committee’s purpose – the process, itself, is important;
we have just taken performative politics, already absurd, to a new level

It was always inevitable; now it is accelerating

Big immigration caravan marching up through Mexico – potentially the biggest
ever

Boom!

The US Civil War and the war in Ukraine

When the US Civil War began, it was unanimously, and not unreasonably,
thought, at least in the North, that it would be over quickly. The North was more
populous (more than 3:1, not counting slaves) and had almost all (90%) of the
nation’s manufacturing capabililty. The Crackers did not stand a chance.
Therefore …

Therefore, the war actually lasted some four years. The South arguably came
within one cavalry charge of winning the war, or at least ending the war in a
truce.
We can analyze why that was for a long time. The answer is complicated and
multi-dimensional.
But, I will climb up to 30,000 feet and simplify:
 The war was fought primarily in the South – they were defending their
homes, and were therefore more highly motivated.
 The South had better leadership, and Lincoln did a particularly bad job of
choosing generals until he finally chose Grant. Lee was world-historical
good, and generals such as Jackson, Stuart and Longstreet were best-inclass good.
“The race is not always to the swift, nor the battle to the strong; but that is the
way to bet.” (Hugh Keough)
Ukraine should not, in any reasonable universe, win this war. Even with the US
providing weapons, it is still David vs. Golliath, and Golliath will win, 99 times out
of 100. So long as Russia is willing to sustain significant losses, both on the
battlefield and through sanctions, they can simply grind Ukraine down with more
soldiers and more bullets.
But, the US Olympic hockey team did beat the USSR hockey team in 1980.
Sometimes David wins.
Ukraine is defending its home, and its leaders, so far, have been better.
The question of the moment is, how much will Ukraine have to give up to make
this go away?
The keys to the answer to that question are political backlash in Russia; there has
been very little political backlash so far, or a degradation in energy sales through
sanctions and technical issues with the fields, of which there have been very few
up until now.
The dynamics change drastically if the West decides it is now time to break Putin.

The important thing for the West is not necessarily that Ukraine win, but that
Putin be stopped from taking things farther. This is a snowball that has started
down the hill and can have ramifications in multiple dimensions for a long time.
As bonus points, Germany has gotten (mostly) off the fence, Switzerland and
Finland have gotten off the fence and NATO is now stronger and more unified.
The West is winning; Ukraine is not. Whether the West can win the financial /
energy war is not clear – I think the odds favor Russia. This fall will tell the tale
when Europe has to choose between solidarity and freezing.

The downside of diversity

Jon Haidt’s view is that there is no longer a possibility of sharing an
overarching narrative or an overarching set of norms across American
society.

War, food and energy

“Those are my principles. If you don’t like them, I have others.” Groucho Marx
US May Allow More Iran Oil to Flow Even Without Deal, Says Vitol
 Washington might turn ‘blind eye’ to help lower prices: Vitol
 Market opinions on direction of oil have ‘never been wider’

“Those are my principles. If you don’t like them, I have others.” Groucho Marx
US to Let Eni, Repsol Ship Venezuela Oil to Europe, Reuters Says

I’m shocked, shocked.
Russia has destroyed a major Ukrainian grain export terminal in Mykolaiv that
plays a crucial role in international food security. This targeted attack is further
evidence that Putin is weaponising global famine in a bid to blackmail the
international community

What to do with all the gas pumps in the country when the price of gas per
gallon goes above $9.999? When we have another Year 2K challenge?
US may finally switch to Metric system to delay the pumps replacement :)

The UK could yield up to 60% less than usual in cucumber and sweet pepper
crops this year because many glass houses have opted to plant less due to
surging energy costs and labor shortages.

Russia wants to sell stolen Ukrainian grain, posing a dilemma to countries
facing food shortages.

Due To Shortages, German Supermarket Rewe Are Now Limiting Customers To
Only One Packet Of Pasta And Flour Per Person

We are seeing cracks in the Western alliance against Russia, with French
President Emmanuel Macron asking NATO not to humiliate Vladimir Putin. For
Ian Bremmer, this is a signal for Russia to hang on and take advantage of the
divide to secure the Donbas.

Just two weeks ago, Target dropped the most since 1987's Black Monday after
the retailer warned profits would come in well below expectation due to

soaring inflation eating into profit margins and would also impact revenue
growth. Fast forward to today when Target issued another profit warning, just
as we expected now that we have entered the prime of guidance cut season ...
... because the retailer will need to cancel orders or offer discounts to clear out
unwanted goods, the latest sign of the sudden mismatch between supply and
demand inside America’s stores.

Ukraine exported more than 1.7 million tons of grain, oilseeds and processed
products in May, according to Ukrainian authorities. Though this number is
higher than the April volume, it’s lower than figures from a year earlier. River
ports were the main route for export, accounting for 75 percent of wheat
shipments, 50 percent of soybean, 59 percent of sunflower and 57 percent of
barley. Russia, meanwhile, exported 1.26 million tons of wheat in May, nearly
twice as much as the same period a year prior, according to the Russian Grain
Union.

Secretary General (of OPEC) Barkindo: “OPEC is running out of capacity. … With
the exception of 2-3 members all are maxed out. …The world needs to come to
terms with this brutal fact. …It is a global challenge.”

Atlanta Fed's estimate for real GDP growth in Q2 is now just 0.9%… 4 weeks
ago it was 2.5% 2 weeks ago it was 1.9% Last week it was 1.3%

Russia is pumping more oil to Europe than it was before the war

Stupid, stupid, stupid – at 35+ year low

Ukraine is being forced to find storage capacity for a whopping 23.5 million
tons of grain thanks to Russia’s blockade of Black Sea ports usually used to
transport Ukrainian exports like corn and wheat. Kyiv is trying to up its storage
capacity ahead of a summer harvest, wary that improperly stored grains can
easily spoil.

The gods are just screwing with us, now
Freeport LNG will be offline for at least three weeks, the company said
Thursday, following a fire in its export facility

Be careful what you ask for

Biden on the road to Damascus

Then again

Nuclear power

China is simultaneously increasing its coal consumption and looking toward
nuclear for “green” energy.

I remember

A far-off land, long ago. Before Lyndon Johnson and before Vietnam.
What I consider the US’ golden era – from about 1950 to 1963 - was characterized
by irony and paradox.
Politicians were crooked then, too - JFK was elected President through fraud,
after all. And power hungry. But, at the same time, they actually constructively
negotiated. And at times looked after the good of the country.
In my book I identified the beginning of the end of capitalism in America as
Johnson’s guns and butter policies. I also discuss indexes that indicate that quality
of life in the US peaked in the early 70s and happiness peaked in the 50s.
Today, there are more of us, we are vastly more wealthy, we are vastly more
egalitarian, we live longer, are healthier, have much better toys and we are much
more miserable and much lonelier.

Further to my thoughts on the end game

John Mauldin’s recent email covered some of the same ground my thoughts on
the end game from last week did.
Mauldin is more optimistic than I, but he also sees a tough decade ahead.
He included the following comments, with which I agree, except I am less
optimistic about the last sentences:
We are going to rationalize all this: the debt, the entitlements, the other
government spending, the overvalued assets, all of it. I believe part of the
answer will involve rationalizing our tax system. I think we’ll have to
supplement the income tax with a value-added tax. It will hurt, yes. But we
as a country need to learn that government and its benefits aren’t free. If
we want those services, we have to pay for them fairly and quickly, and
stop passing the buck to future generations.
We’re going to learn a very hard lesson about balancing budgets. We either
have to deeply cut entitlements, to which I assign 0% probability (except for
tinkering around the margins), or we have to raise taxes to a point that
balances the budget. That can’t be done with income and corporate taxes,
though they will certainly rise. It can only be accomplished with a VAT,
which will somehow have to be designed to not inflict too much pain on the
bottom portion of the economy. I think this is possible, but it will only
happen in the middle of a crisis of severe proportions. …
We're going to come to the edge of the abyss and we're going to look over
it and go, ‘Oh my God, we're all going to die. What are we going to do?’
And then like Winston Churchill said, after we've tried everything else,
Americans will finally do the right thing.
It will be uncomfortable. We're going to hate it. It's going to be worse than
castor oil, but we'll get through it. Our lives will go on. We'll still have
family. We're going to live longer. We're going to be healthier. We're going
to have more cool toys. So, I don't feel too sorry for us in the future.

Too early to tell – this might be another one of those blips … then again …

Two new clinical studies – one peer-reviewed by researchers in Turkey,
and one pre-print by researchers in France – have begun to establish
an alarming link between an incurable, degenerative brain disease called
Creutzfeldt-Jakob disease (CJD) and the experimental Covid-19 vaccine.
https://www.thegatewaypundit.com/2022/06/two-new-studies-show-linkincurable-degenerative-brain-disease-experimental-covid-19-vaccine/

Gail Tverberg is analytical, data-driven and thoughtful – here are her thoughts
on Covid
https://ourfiniteworld.com/2022/06/09/a-few-insights-based-on-cdc-dataregarding-covid-and-its-vaccines/
Some of her conclusions:
The significant increases in mortality for the many age groups between 15
and 64 would seem to suggest that something is going badly wrong.
Someone should be examining these changes. If part of the problem is that
vaccines are having serious side effects, this can perhaps be seen by
analyzing deaths by cause for these age groups.
The lack of COVID cases in the youngest age groupings (babies and Ages 14) would suggest that vaccines are not really needed for these age
groupings. Babies don’t excessively fill hospitals with COVID cases. Training
their immune systems to look for a long-extinct version of the virus cannot
be very helpful in the long run.
If the underlying purpose of vaccines is to help the profitability of big
companies, hospitals, doctors and vaccine-makers, this makes a big
difference in our understanding of what we are being told. Clearly, the

government is also a big employer; its ability to stay within its budget is
enhanced by holding down the hospital and other medical costs of its
employees. For example, if the government wants the hospitalization costs
and work lost by those in the US Army and US Navy to be as low as
possible, it will mandate vaccines for these employees. The CDC, being a
government agency, cannot help but be at least somewhat influenced by
what government leaders are demanding when interpreting scientific
evidence.
The government cannot explain that the reason it wants everyone to be
vaccinated has essentially nothing to do with disease transmission, without
upsetting many people, so it publicizes its change in stance with respect to
vaccines as little as possible. Businesses do not want it known that their
reason for demanding vaccines is to hold down their own COVID healthcare
costs, so they are not anxious to publicize the underlying reason, either.
Thus, the vast majority of citizens are not aware of the fact that even with
boosters, their chance of catching COVID and passing it along to others is
still very high. Studies seem to indicate that boosters may provide an
individual person with a short window (6 weeks, or so) of lower likelihood
of catching COVID, but the overall effect is not enough to reduce the overall
pattern of disease transmission.
If a vaccine against Omicron is developed, we need to be aware that there
is a high probability that by the time the vaccine is widely distributed, the
virus will have mutated sufficiently that its only benefit will be to somewhat
reduce the severity of whatever version of COVID is prevalent at the time
the next wave of cases appears. Thus, we cannot hope that with a betterdirected vaccine, it will make any substantial difference in disease
transmission. Thus, we should expect that the major benefit will always be
“reduced healthcare costs with respect to COVID.”

Perspective

New York’s mayor brings back nostalgia for the 60s and 70s

Eric Adams, who also wears energy stone bracelets, believes the city’s
unique vibe comes from quartz and labradorite under Manhattan

I can relate

Jesus’ skin was likely olive brown, so there’s that. When you think about it,
Muhammed was probably olive brown; the Buddha was probably some shade of
dark skin; and Krishna is blue. All we white people have are Odin and Jupiter and
they didn’t make it.
Skin color during Roman times was not that big of a deal. Free or slave was big
(but not based on skin color), being a Roman citizen was big, what tribe / city you
came from was big, class was big, gender was big, but skin color, not so much.
Religion was not that big of a deal, either – most religions got along, except for
the Jews and the Christians. Jews were given special dispensations to basically do
their own thing until they kept rioting and finally were disbursed. Christians would
not recognize other gods, which was weird, not friendly and threatened the

blessings of those other gods. Therefore, they were persecuted from time to time,
until they won - for several reasons, including the conversions of Emperor
Constantine and his mother.

My first robot!

(Well, we have one of those floor-cleaning things, but this was the first to serve
me.)
Was in a local restaurant today (Waterloo, for those familiar with Austin) and was
served by my first robot. This is new, because I was there, robotless, about two
weeks ago.
A human took the order, but this robot brought it out to the table, which was its
only job.
Here it is serving the table next to us.

Following are three podcasts on which I discuss my book, capitalism and
sustainability

Triple Bottom Line
(audio only)

https://www.buzzsprout.com/1222778/10289
782-beyond-capitalism-what-comes-next

Lean to the Left
(audio only)

https://podcast.leantotheleft.net/episode/the
-earths-sustainability-were-in-bad-shape-917

Three Nobodys

https://youtu.be/7farLdttbgY

www.pastsellbydate.com

The fine print – a reminder

Full disclosure to eliminate conflicts of interest: I am actively trading markets.
Since my trades are short term, I can make trades on the long side and the short
side in rapid succession when my analyses change, irrespective of longer term
comments made in this newsletter. I am not providing trading advice, just an
expression of my current opinion and my thoughts about how Elliott waves and
cycles and other technical indicators describe the market – or not. Do your own
analysis and consult your financial advisor – do not take my word for it. Our
styles, objectives, risk tolerance and financial situations are too different for my
thoughts to be applied directly by you. Past performance may not be indicative of
future results.

