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DISCLAIMER 

The information contained in this report is NOT intended for speculation on any financial market referred to within this 

report. Armstrong Economics, Ltd. makes no such warrantee regarding its opinions or forecasts in reference to the 

markets or economies discussed in this report. Anyone seeking consultation on economic future trends in a personal 

nature must do so under written contract. 

This is neither a solicitation nor an offer to Buy or Sell any cash or derivative (such as futures, options, swaps, etc.) 

financial instrument on any of the described underlying markets. No representation is being made that any financial result 

will or is likely to achieve profits or losses similar to those discussed. The past performance of any trading system or 

methodology discussed here is not necessarily indicative of future results. 

Futures, Options, and Currencies trading all have large potential rewards, but also large potential risk. You must be aware 

of the risks and be willing to accept them in order to invest in these complex markets. Don’t trade with money you can’t 

afford to lose and NEVER trade anything blindly. You must strive to understand the markets and to act upon your 

conviction when well researched.  

Indeed, events can materialize rapidly and thus past performance of any trading system or methodology is not necessarily 

indicative of future results particularly when you understand we are going through an economic evolution process and 

that includes the rise and fall of various governments globally on an economic basis. 

CFTC Rule 4.41 – Any simulated or hypothetical performance results have certain inherent limitations. While prices may 

appear within a given trading range, there is no guarantee that there will be enough liquidity (volume) to ensure that such 

trades could be actually executed. Hypothetical results thus can differ greatly from actual performance records, and do 

not represent actual trading since such trades have not actually been executed, these results may have under- or over-

compensated for the impact, if any, of certain market factors, such as lack of liquidity. Simulated or hypothetical trading 

programs in general are also subject to the fact that they are designed with the benefit of hindsight and back testing. 

Such representations in theory could be altered by Acts of God or Sovereign Debt Defaults. 

 It should not be assumed that the methods, techniques, or indicators presented in this publication will be profitable or 

that they will not result in losses since this cannot be a full representation of all considerations and the evolution of 

economic and market development. Past results of any individual or trading strategy published are not indicative of future 

returns since all things cannot be considered for discussion purposes. In addition, the indicators, strategies, columns, 

articles and discussions (collectively, the “Information”) are provided for informational and educational purposes only and 

should not be construed as investment advice or a solicitation for money to manage since money management is not 

conducted. Therefore, by no means is this publication to be construed as a solicitation of any order to buy or sell. 

Accordingly, you should not rely solely on the Information in making any investment. Rather, you should use the 

Information only as a starting point for doing additional independent research in order to allow you to form your own 

opinion regarding investments. You should always check with your licensed financial advisor and tax advisor to determine 

the suitability of any such investment. 
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2018 Canadian Outlook 

 

By Martin Armstrong 

he Canadian economy managed to put in a reasonable 3.1% in economic 

growth during 2017. Of course, if we peel back the veneer and look 

deeper, this growth has been driven by capital inflows. Canada's current 

account deficit (on a seasonally adjusted basis) expanded during the third quarter 

to $19.3 billion, as the deficit on international trade in goods expanded for the 

third quarter in a row. Nevertheless, looking at the Capital Account (unadjusted 

for seasonal variation), we see a very strong and continued foreign investment in 

Canada. Much of this was poured into real estate and government bonds to meet 

criteria for immigration. Yet in 2017, there was more money flowing into private 

Canadian corporate bonds. An immigrant investor can obtain Canadian 

immigration (permanent resident) visas by investing CAD$800,000 for five years 

with the government of Canada. Applicants to this program must intend to reside 

in any Canadian province or territory except Quebec. It is only natural that the 

capital account will produce a new positive inflow into the bond market when it 

is a requirement to gain legal status. 

The decline in the export of goods reflects the true picture of Canada’s 

competitiveness within the global market place. We must respect that the capital 

inflows have been pointed toward North America. There is little opportunity in 

Europe looking forward, particularly with youth unemployment at near historic 

highs on a worldwide scale. 

T 
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What politicians fail to comprehend about real estate centers on its incredibly 

unique role among the asset investment class. Real estate cannot be exported 

except by derivative ownership. Yet the tangible aspect remains a fixed 

immovable asset class. This presents two critical roles within the economy. First, 

when a foreigner buys real estate from a domestic holder, it presents a net capital 

inflow that is typically misunderstood. If two Canadians conduct a transaction, 

selling and buying property, there is a net neutral impact on the capital account 

ledger. Now a foreigner purchasing the same property must import money to 

complete the transaction and that flows through the capital account. Therefore, 

the money supply increases when a 

transaction involves a foreign buyer. 

Likewise, if the foreign owner of 

domestic property sells to a domestic 

resident, this will reverse the 

transaction as that capital is then 

exported.  

Vancouver had a 13% foreign investor 

rate in 2016, with many apartments 

sitting vacant because overseas owners 

were not renting them out. So to 

promote a fairer local market, the 

government imposed a 15% tax on 

foreign investment in August 2016; a 

law that would add $300,000 to the 

price of a $2 million home. 
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In 2017, it appears that direct foreign investment in British Columbia by foreign 

investors fell to just under 5%. The average Vancouver home price began to 

decline in anticipation of the new foreign buyer's tax. There is little doubt that 

the tax contributed in curbing the excessive demand in the region’s residential 

real estate. What the government fails to comprehend is that by reducing foreign 

ownership of property, they are also impacting the demand for government 

bonds that foreigners have been forced to buy. As housing prices decline, 

homeowners feel less “rich” and curb their spending, which in turn feeds the 

economic decline. While economic growth for 2017 came in at 3.1%, this will 

decline to about 2-2.2% during 2018.  

Meanwhile, strict new government scrutiny by the Chinese government of its own 

people who want to convert their money into other currencies contributed to the 

slowdown of the rush to buy foreign property, particularly in Vancouver. For 

months, China sought to dam the flood of money pouring out of its borders, 

which was rapidly diminishing its stockpile of foreign reserves. Bitcoin was the 

leading means to get money out of China and that has also been brought under 

control.  

China was home to the largest mining groups behind Bitcoin including Bitmain’s 

Antpool, BTCC, BW mining, and BTC.com, which all operate large mining 

operations in the country. China has been the backbone of cryptocurrency using 

transactions stored on the blockchain by solving cryptographic algorithms. As 

cryptocurrencies continue to grow in popularity around the world, the demand 

on the network grew. China offered cheap energy which made it the perfect place 

to setup Bitcoin operations. 
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Meanwhile, China has cut back on its energy production in the last year due to a 

surplus in their energy grid. The peak came in during July 2017 and they have 

been reducing supply ever since, according to the National Bureau of Statistics of 

China.  

Moreover, the Chinese government has imposed new barriers to companies 

buying abroad and moving money out of the country. Now, authorities in China 

are taking steps intended to bar individuals from putting their cash into overseas 

markets to buy homes and other investments. The tremendous influx of Chinese 

capital into Canada greatly increased the capital account and increased home 

prices for would-be buyers. 

Chinese demand for Australian housing also dropped sharply, illustrating that 

this trend is not unique to Canada. Foreigners 

accounted for 18.1% of residential buyers in 

New South Wales, which was a 5.5% decline 

from the previous year. Sales collapsed hard as 

a result of stricter enforcement of Chinese 

capital controls and tighter access to Australian 

finance for foreign buyers. Then New South 

Wales doubled stamp duty levies for foreign 

investors, while Victoria imposed a vacancy tax 

on unoccupied properties.  

From a provincial perspective, Alberta, British 

Columbia, Saskatchewan, and Ontario will 
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perform the best in 2018 while provinces in Atlantic Canada will show slower 

rates where a 1% growth rate will be cause for celebration. 

Therefore, the greatest concern is the deliberate attack upon real estate. Once 

foreigners were attacked, housing prices began to fall as would-be home buyers 

would not buy in a falling market. Meanwhile, lower housing prices means the 

savings viewed by homeowners declines, and thus they spend less when the feel 

less rich. 

 

Furthermore, government officials completely fail to comprehend their own 

numbers. They routinely fail to understand the simple fact that the accounting 

system established postwar only measures currency flows rather than actual 

goods and services. Consequently, wild swings in the currency have a direct 

impact upon trade figures, and will, as always, lead to trade disputes and 

government interventions. If the currency declines by say 40% and imports of 

goods remain constant, then this alone will show a 40% increase in a trade deficit 

based entirely upon currency fluctuations. Governments only monitor the value 

of trade rather than actual goods. 
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NAFTA – No Big Deal? 
 

he election of Trump has not placed any major pressure on Canada under 

NAFTA (North American Free Trade Agreement). Trump’s view of trade is 

out of date and fails to comprehend the difference in asset classes. 

Investment in real estate from outside sources increases the domestic money 

supply and creates more economic growth than selling more widgets overseas. 

While NAFTA played a front row seat during the 2016 election in the States, the 

truth is that Trump was focusing more on Mexico than Canada. The reason was 

taxes. Manufacturing plants set up in Mexico, not Canada, were the concern for 

exporting jobs.  

Trump is mulling over whether to impose broad restrictions on steel and 

aluminum imports and punitive actions against China arising from an 

investigation into Beijing’s alleged theft of intellectual property. 

The next round of NAFTA talks will be in Montreal. Washington has taken a hard 

line in the negotiations, which appear stalled with just two rounds left. The 

general belief is that concessions are the only way for Canada and Mexico to keep 

the deal in place. 

T 
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Trump suggested that NAFTA talks could be extended beyond March when 

Mexico’s presidential election campaign kicks into high gear. Nevertheless, the 

opportunity to impose new tariffs or trade quotas follows a U.S. Commerce 

Department Section 232 investigation that looked into whether foreign steel 

imports are a threat to U.S. national security. The department submitted the long-

awaited report to the White House which supports Trump’s views during the 2016 

election campaign. There is also a separate investigation of rising aluminum 

imports creating similar concern. 

China’s excess production capacity for both steel and aluminum has emerged as 

a major trade issue for the United States as well as Europe. Both are now 

considering new steps to protect domestic industries and jobs from a flood of 

Chinese imports. However, as we move into this economic recession in growth, 

China has already reported a decline in exports. The Chinese government has 

been cracking down on financial risks and factory pollution, which is having an 

impact. Nevertheless, there was a slight bounce in Chinese exports during 2017 

overall. 

As China’s economy slows down, concerns are rising as the world’s second-

biggest economy faces domestic-demand pressure as authorities turn off cheap 

credit and restrict speculative financing. 
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In school they teach that the Great Depression 

was caused by protectionism, which is completely 

false. The Tariff Act of 1930 (codified at 19 

U.S.C. ch. 4), otherwise known as the Smoot–

Hawley Tariff was an act implementing 

protectionist trade policies sponsored by Senator 

Reed Smoot and Representative Willis C. Hawley. 

It was signed into law on June 17, 1930 by 

President Herbert Hoover. The act raised U.S. 

tariffs on over 20,000 imported goods. 

Take note of the date — June 17, 1930. The 

economy peaked with the stock market on 

September 3, 1929. Therefore, this protectionism 

act did NOT precede the market peak, rather it was a response to the economic 

decline.  
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The Federal Reserve responded quickly to the stock market crash from the 

September 1929 high. The discount rate was 6% at the high, and by March 1930, 

the Fed had cut the rate to 3.5% in just 6 months. This reflected the atmosphere 

as the crash was caused by a contraction in capital leaving the U.S., which was 

then reversed as capital poured into the U.S. as Europe went into the Sovereign 

Debt Crisis beginning in 1931. We can see that commodities were collapsing as 

well, but they had peaked on the previous cycle in 1919.  

Whatever could go wrong, did go wrong. We had the financial and commodity 

sectors collapsing simultaneously, resulting in outcries from farmers and 

producers. Senator Smoot was from Utah and Hawley was from Oregon — both 

states dependent upon commodity production. That interest took precedent over 

objections from the financial states in the East. The Smoot-Hawley Tariff Act 

created 900 American import duties. It was part of a movement that was 

intensifying a nationalistic position that was joined by a global trend of rising 

nationalism all over the world. 
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Nevertheless, when we look at the entire landscape economically around the 

globe, there were distinct warning signs that things were beginning to turn. For 

example, the British stock market peaked in 1928 and retested that high in 1929. 

That is noteworthy because of 

the collapse in the pound 

sterling. The British stock 

market made new highs in 

1936 and again in 1948, 

whereas the United States Dow 

Jones Industrials did not 

exceed the 1929 highs until 

finally accomplishing that feat 

in 1954, 25 years later. 

It is abundantly clear that 

protectionism did not create 

the Great Depression. It was a 

response to the collapse. 
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When we look at the Canadian market, here too we see that it peaked prior to the 

U.S. share market. The economic downturn in 1930 seemed to be nothing drastic 

at first. Nevertheless, the old adage, “Whoever is in power should be thrown out,” 

came into play. In Canada, it was the flip from 

Liberal to Conservative led by Richard B. Bennett 

(1870-1947) who became the 11
th

 Prime Minister 

of Canada. In contrast, the flip in the U.S. moved 

from Republican to Democrat. Bennett was able to 

use the crash to his benefit defeating William Lyon 

Mackenzie King’s Liberals, who’d been in power 

for nearly a decade and were reluctant to 

acknowledge the crisis brewing in Canada. The 

Liberals refused to admit there was an economic 

recession for they would be seen as responsible. 

Thus, they adopted the denial approach. 

Six months after the election, Prime Minister 

Bennett realized that the country was indeed in a 

very severe economic depression. The contrast 
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between the East v West was prevalent. The commodity-dependent West saw 

nearly a 33% unemployment rate, and thus Alberta, which had only joined the 

union in 1905, was already beginning to curse that decision. 

Bennett was then seen as a rich Easterner and became the butt of cruel jokes. 

Bennett tried to reverse direction, but the jokes against him really did him serious 

political damage. His reforms were not really given credence, although he created 

the central bank, Bank of Canada, in the Act of 1935. This was too little, too late 

and Bennett lost the election. 

By 1939, there were still hundreds of thousands of Canadians on financial relief, 

with monthly rates for a family of five varying from $60 in Calgary to $19 in 

Halifax. This was before the rise of the welfare state in the decades that followed. 

 

The commodity sector was hit hard with the Dust Bowl. This ensured that 

resentment would build between East and West based upon different economies. 

The rise in nationalism appeared on a global scale. However, it became the 

Sovereign Debt Crisis of 1931 that would complete the Great Depression. It would 

be President Herbert Hoover who at least explained the crisis best in his memoirs. 

“During this new stage of the depression, the refugee gold and the foreign 

government reserve deposits were constantly driven by fear hither and yon 

over the world. We were to see currencies demoralized and governments 

embarrassed as fear drove the gold from one country to another. In fact, 

there was a mass of gold and short-term credit which behaved like a loose 

cannon on the deck of the world in a tempest-tossed era.” 

Id/p67 
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What Herbert Hoover was writing about began in Austria. The economic decline 

emerged in Europe first and spead to North America as a contagion. In 1931, the 

Sovereign Debt Crisis and banking system collapse began in Austria with the 

failure of Credit Anstalt, which was partly owned by the Rothschilds. The bank 

was forced to absorb another bank and a secret loan was created in London off 

the books to hide the insolvency to do the merger for political purposes. When 

that failed to be enough, the whole scam was exposed and a contagion spread 

as people wondered what government had manipulated behind the curtain. Since 

one of the owners was the Rothschilds, when people heard they went bust, 

investors began selling all their bank shares. They were the Goldman Sachs of 

the day, which is privately 

called “Government 

Sachs,” and one could 

imagine the blow to 

confidence today if 

Goldman Sachs failed. This 

was the status of the 

Rothschilds back in 1929. 

It was during this period 

that the dollar was driven 

to record highs and 

country after country 

defaulted or suspended 

payments. Politicians saw 

nothing but deflation the 

higher the dollar moved. 

This finally led Roosevelt to 

devalue the dollar by confiscating gold. 

Clearly, protectionism did NOT create the Great Depression. Protectionism was a 

response to the events, but not the cause. 
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Trump’s Tax Reform 
 

he much greater risk to Canada will be Trump’s Tax Reform. Prime 

Minister Justin Trudeau’s plan to hike taxes on Canadian business quickly 

appeared to be political suicide. He was clearly taking Canada in the 

opposite direction of the United States. Trudeau was forced to come out in mid-

October to promise that his government would reduce Canada’s small business 

tax rate. There was a major uprising that was an angry reaction to an earlier plan 

focused on curbing tax breaks for most small private companies. 

Trump’s Tax Reform in the USA forced Trudeau to reverse direction. The tax 

rate on small busiesses was lowered to 10% by January 1, 2018, and again to 9% 

by the start of 2019, which posts a modest reduction from the current 10.5% 

rate. 

The Trudeau administration caused an outcry in July when he proposed tax 

changes that targeted high-earners for incorporating and using that rate to lower 

tax obligations. He said the government remains committed to making sure 

everyone pays their fair share. Trudeau campaigned on reducing the rate to 9% 

from 11% in the 2015 election, but “deferred” the cut in his 2016 budget and 

froze it at 10.5%. As all career politicians, they never do what is promised. 

T 
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Trudeau met with Liberal Party lawmakers. The 

Liberal’s own chair of the House of Commons Finance 

Committee, Wayne Easter, said that Trudeau and 

Morneau needed to slow down and rethink their tax-

hike plan. The polls began to change and suddenly 

Liberals and opposition Conservatives were in a 

statistical tie for popular support. Trudeau backed off 

and then attempted to manage the anger and outrage 

as a result of these tax changes. The polls showed that 

the Liberal support dropped 5 percentage points to 

37% with the Conservatives up 2 points to 32%. 

Nevertheless, Trudeau’s pressing ahead to raise taxes 

created a firestorm when it came to taxing certain 

employee benefits. Any benefit an employee received 

from their employer was to be considered “soft-income” and taxed. Trudeau’s 

hunt for taxes went all the way down to target minimum wage earners. Employee 

discounts were also considered an employee benefit and a tax-avoidance 

scheme. Under this law, a minimum wage store employee who received a 

20% discount on anything the store sold or a waitress who received a free meal 

while working was to be taxed. These concerns were running high.  

The Canada Revenue Agency (CRA) had to address its gift tax rules that were 

suddenly changing the game. Employers were giving employees gifts instead of 

cash bonuses. Employers can use the total cost of the gift as a tax deduction, 

and employees don't have to declare the cost of the gift as part of their taxable 

income up to $500. 

The general CRA rule is that all gifts given to employees are considered taxable 

benefits by the Canada Revenue Agency except for the following exemptions: 

1. Employees may receive up to $500 (in fair market value) of non-cash gifts 

in a year. 

2. Employees may receive a non-cash gift in recognition of long service valued 

at less than $500 once every five years. 

3. Employer-provided parties or social events where the cost is $100 per 

person or less. 

4. Meals or other hospitality services at work-related functions, such as 

meetings, training sessions, etc. 

5. Valueless items such as coffee/tea, snacks, mugs, t-shirts, hats, etc. 

6. The annual and long-service awards are considered to be separate, that is 

both may be received in the same year.  
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Anything above the $500 amount in either case is considered to be a taxable 

benefit, for which the employer may have to make source.  

Trudeau’s hunt for taxes is going to get worse until the people rise up, as they 

have always done, and start yelling those famous words, “No Taxation Without 

Representation!” Politicians are doing the same thing that sparked the French 

Revolution with their arrogance. Taxes reduced the standard of living and people 

could no longer survive. “Let them eat cake,” was the government’s response 

(figuratively, as the quote was only 

rumored to be attributed to Marie 

Antoinette) and that did not sit 

well with the people. 

Nevertheless, what is self-evident 

about Trudeau’s hunt for taxes is 

that his solution is always to raise 

taxes. If someone was taxed at 

50%, and the government 

functions at that level, then why 

must tax rates ever rise? The  plain 

and simple explanation remains 

clear – government never respects 

the people and see then as an endless spicket of cash flow. Why practice fiscal 

responsibility or management when there is an endless supply of tax revenues?  

Canadians will also shift business to the States 

if Trudeau‘s tax policies keep moving in the 

Marxist direction of exploiting the rich. That 

method never manages to help the lower 

classes, it simply fills the pockets of 

politicians. This will also be influenced by 

NAFTA.  
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The Trump Tax Reform, although domestic 

oriented, has for the first time begun to 

show that this is a serious international 

issue. Others are pressuring their 

governments to follow suit because they will 

lose their competitive advantage against 

America. Domestically, some CEOs are 

complaining that their taxes will rise 

because they will lose the deduction for state income taxes. Yet, this one change 

will compel people for the first time to act against local corruption in their own 

states.  

Competition will unfold domestically among the states as we have witnessed 

internationally. Corporations will shift their headquarters to states that do not 

have income taxes or where income taxes are more reasonable. States such as 

Connecticut, New York, New Jersey, and California (just to mention a few) will be 

faced with a massive exodus. Under the Trump Tax Reform, states will have to 

be competitive or risk losing jobs and revenue. 

The limitation of a $10,000 deduction for property taxes will also put pressure 

on states for the very first time. If all the taxed states collect is a deductible from 

the Feds, then it is akin to a state welfare system as those with the highest taxes 

are subsidized by the lowered taxed states.  

Normally, in the real world, the more people use a product, the cheaper it 

becomes. Governments defy normal economics and the highest taxed areas are 

always the most densely populated states like New York, New Jersey, and 

California. As the chart above reflects, everything is by no means fair and equal. 

Many states have just taken advantage of the deductions. The poorer states have 

been subsidizing the wealthier states like New York and California. This has been 

a very strange arrangement to say the least. 

While the American press keeps pushing the class warfare along with the 

Democrats, outside the USA there is a major panic taking place on a grand scale. 

I have been called into meetings in Europe and even in Asia where they were 

deeply concerned about the loss of competition with the United States due to the 

Trump Tax Reform. Naturally, the American press would NEVER tell the truth. 

Cutting the corporate tax rate will upset the powers that be around the globe. 

A German study warns that its economy will be among the losers in the face of 

the Trump Tax Reform, which they warn will fuel the tax competition between 

America and Europe. Study leader, Christoph Spengel from the Economic 

Research Institute ZEW, came out and told Reuters, “In addition, competition 

between EU members for US investment will increase; Germany is the loser.” 
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German Industry is already screaming. They want the Solidarity Surcharge 

terminated. That was put on for the unification and was never lifted, as is always 

the case. Without the surcharge, the German corporate rate would be 28.2%, still 

well above the EU average tax rate of 20.9%. 

To finance the reunification of Germany’s surcharge, the government taxed all 

taxpayers on their income tax withholding and corporation tax. The assessment 

basis was the income tax or corporation tax. This became known as the Solidarity 

Surcharge and is currently 5.5 % of the relevant assessment basis. Therefore, the 

effective corporate tax rate in Germany has been 33.7%. Of course, the Solidarity 

Surcharge is no longer is really needed to pay for the unification. But as always, 

once a tax is imposed, the government just can’t let it go. 

The taxation levels in Germany were always much higher. When I was working on 

corporate restructuring and helping companies select where to set up inside 

Europe for the birth of the euro, I never placed any manufacturing in Germany. I 

sent them to Britain where the net tax was 40% less. If they simply wanted the 

best tax rate and did not need skilled manufacturing labor, I put those companies 

in Ireland. Never did I recommend anyone to move to Germany or France. 

The advice I gave to those in a position to put the counter-reform in motion was 

straightforward. I advised them to ELIMINATE income tax completely. The 

political cover should be that they are adopting the original structure of the 

United States whereas only indirect taxation was permitted prior to 1913. A few 

mouths dropped, but they understood the advice I was giving was necessary if 

they really wanted to compete. 
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Consequences of Canada’s Fiscal 

Mismanagement 
 

 shocking report was released by the Canadian federal government that 

admitted that the finances might just collapse completely in the coming 

decades if politicians fail to make responsible choices. In truth, the current 

system of government on a global scale is just insane. Taxes keep rising because 

there is no realization of what is actually taking place. Governments continue to 

spend and borrow under the stupid belief that it is somehow less inflationary to 

borrow than to print. Yet, no government intends to pay off their accumulated 

national debts. Right now, the annual interest rate expenditures for Canada come 

out to $7,000 each year per family of four. That is just in interest payments, 

which do not go to the poor or needy as the government likes to pretend. This is 

why Trudeau has been desperate to raises taxes. The game will come to a head 

by 2020/2021. 

The insane system of management whereby the government competes against 

the private sector is contributing to the stagnation in economic growth and warns 

of a continued decline as the government consumes ever larger proportions of 

the economic output. 

The government’s own 2016 assessment stated that government expenditures 

to fund all the social promises “would be sufficient to put at risk the fiscal 

sustainability of the federal government.” 

A 
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The higher the government raises taxes to reduce the 

deficits driven by spending to fund these promises, 

the lower the economic growth. The more you reduce 

disposable income, the less people have to spend to 

fuel the economy.  

Canadians should certainly be deeply concerned 

about the future. It was Pierre Elliott Trudeau (1968-

1979) who first took Canada into deficits, albeit they 

were tiny compared to today. This move was strategic 

for it opened the door to deficits which enabled 

politicians to avoid responsibility and begin to 

promise everything and anything to get elected. 

During the 2015 election, Justin Trudeau, who is the eldest son of former Prime 

Minister and the 23
rd

 Prime Minister of Canada, pledged to balance the budget 

before the next election in 2019. Then Trudeau pushed that target back after 

projecting deficits until 2021 and beyond. There is no way this will end nicely. 

Any hope of actually balancing the budget is out the door. 

This finance department report essentially calls all of the Liberal government’s 

numbers into question. Justin 

Trudeau also promised to reduce 

the debt-to-GDP ratio to 27% by 

2019. There is no possible way 

for that to unfold for it is around 

31% currently and will climb with 

rising interest expenditures. 

Raising taxes only lowers 

economic growth so his whole tax 

proposal never made any sense 

whatsoever.  

Furthermore, Canada will exceed 

the $1 trillion mark in debt faster 

than this report projects in 2031. While the immediate debt is currently $635 

billion, the projection fails to take into account the rise in interest rates. When 

governments are more likely to get in trouble because they lowered interest rates, 

they will find buyers of their debt begin to run for the hills. Trudeau’s policy is 

just to spend and tax, which is the typical Marxist view of the world. Full-time 

employment continues to decline to avoid pension costs and higher taxes. 

Trudeau has brought nothing new to Canada. This formula has always failed 

throughout history in all governments. 
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Canada also faces the crisis of an aging population looking to retire. In a few 

years, Canada will undergo a demographic revolution that is being called the 

“crossover.” This is defined as the day when there are more seniors than children 

within the economy. This will 

have a tremendous impact upon 

the country’s economic growth, 

productivity, innovation, 

pensions, and of course health 

care costs.  

This demographic transformation 

has been under way for several 

decades. Historically, as societies 

become more affluent, birthrates 

decline as large families are no 

longer required for support in old 

age. When societies become more 

affluent, women typically become more educated and then choose to delay or 

avoid child-bearing altogether.  

The trend of declining birthrates is by no means restricted to North America. We 

are seeing the worst of it hit in Japan. Even Russia has offered to pay women to 

have children. This decline in the birthrate then replicates itself and becomes 

impossible to reverse once it is set in motion. Fewer children today means there 

will be fewer women of childbearing age in 20 years from now. This becomes a 

cycle that historically is unstoppable. The entire fiscal socialist scheme has been 

based upon the false assumption that the population always grows. 

Canada's fertility rate
1

 fell to a record low in 2000, following ten straight years of 

decline. The fertility rate is currently 1.5 children per woman aged 15 to 49, which 

is well below the replacement rate of 2.1. The social system structures are 

doomed to collapse. The younger generation will not be able to support the older 

generation at the current tax rates. This implies that government will continue to 

reduce benefits as well. 

Looking at history as our guide, effective policies can counter falling birth rates, 

but they involve allowing in immigrants, changing the culture, and even the 

language of a country. This has been the policy behind closed doors in the 

European Union. The huge influx of Muslims in Europe warns that Christianity 

will become the minority religion 20 years from now as the birthrate declines 

among natives and increases among immigrants. An official list of the most 

popular baby names in England and Wales has sparked fresh debate over whether 

                                       
1

 The fertility rate is the average number of children a woman will have in her lifetime 
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Mohamed (with all its spelling variations) is 

the most common boy’s name from 2015 

onward. This is changing the culture and 

future of Britain and it is far worse in 

continental Europe. 

Canada’s birth rate slightly grew in the past 

decade from 1.6 to 1.7, as the children of the 

oldest boomers began having families. 

However, the birthrate is still well below the 

replacement level which would need to rise to 

2.1. The birthrate has increased primarily due to immigration from Asia. The 

birthrate in Germany rose recently due to the immigration of Muslim refugees. 

Canada’s changing population is changing their financial outlook. Over the 

coming decades, an increasing number of baby boomers will move into 

retirement while relying on fewer workers in younger cohorts to bankroll 

government services. This presents the crisis that will lead to the collapse of 

socialism. 

While the Roman Emperor Claudius (41-54 AD) was the first emperor to be born 

outside of Italy, his parents were of the Julio-Claudian family born in Italy. Trajan 

(98-117 AD) was the first to be born outside of Italy from a non-patrician family 

of Italian and Spanish origin. 

The Roman Emperor Philip I 

(244-249 AD) was born in Syria 

and was known as Philip the 

Arab. The idea that an Emperor 

of Rome was actually of Latin 

heritage faded over time with 

the expansion of the empire. 

We have seen this effect 

among United States 

politicians. John McCain was 

born in Panama and there was 

always a debate over Obama 

having a foreign father and whether he was even born in the USA. 
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The Rising Trend of 

Separatism  

 

any people are unaware that the rising trend toward separatism is part 

of a cycle that has run its course throughout recorded history. The trend 

is appearing around the globe from BREXIT, Catalonia, California, Italy, 

Germany, and even in Canada The Canadian Confederation marks the birth of 

Canada as a nation, which took place on July 1, 1867. However, that is merely 

the date when the British colonies of Canada, Nova Scotia, and New Brunswick 

were united in one dominion. Alberta did not join Canada until 1905. British 

Columbia joined in 1871, while Manitoba joined the previous year in 1870. 

Today, Canada is composed of 10 provinces and three territories that compose 

the world's second largest country in area after Russia. 

Quebec has made various attempts to separate from Canada. The Quebec 

sovereignty movement has always been a political movement as well as an 

ideology of values that are driven to a large extent by language. Europe has failed 

to understand that what made the United States work was a single language. 

Once that took place, then there was intermarriage. If you ask an American today 

what they are, they will respond half German, half Irish or whatever. That does 

not take place on a common level in Europe for the barrier is always language. 

M 
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The Canadian province of Quebec has long harbored separatist desires among a 

significant proportion of their French speaking population. Parti Québécois is a 

separatist movement that has long spearheaded the dream of independent 

sovereignty. In June 1967, the French president Charles de Gaulle shouted "Vive 

le Québec libre!" during a speech from the balcony of Montreal's city hall when 

visiting Canada. In doing so, he naturally deeply offended the Canadian federal 

government, and English Canadians were deeply offended after English-speaking 

Canadian soldiers died on the battlefields of France in two world wars. Yet, today, 

they are not alone. 

Many people fail to comprehend what causes separatist movements. Indeed, the 

American Revolution was a separatist movement as well. Look deeper and you 

will always find economics at play. This is the driving force behind everything, 

which on the surface will often appear to be ethnic or language based. 

Separatist movements are closely associated with ethic uprisings during hard 

economic times. You will typically witness groups pace off against other groups. 

One of the things that made American work was discrimination. The last one off 

the boat was always discriminated against. Overcoming that discrimination 

compelled people from all different lands to speak a common language -– 

ENGLISH. Once that took place, they assimilated and the next group off the boat 

became the target. In that respect, the discrimination was at least fair. 
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During the economic crisis following the Panic of 1837, the Sovereign Debt Crisis 

struck the states, not the federal government. An economic depression unfolded 

and as unemployment rose, gun battles erupted on the streets of Philadelphia. It 

was called the Nativism Riots. The Irish Catholics were the last off the boat at that 

time and were accused of taking jobs away from the “native” Americans (not 

American Indians). It is always economics that brings out this pitting of one group 

against another. When it rises to regions, we then see separatist movements 

emerge. 

There have been separatist movements throughout history that have engulfed 

almost every nation from Algeria to Yemen, which is still going on today. There 

have been some very famous ones such as British India, and then India splitting 

into India and Pakistan. The activist movement of Mahatma Gandhi (1869–1948) 

for Indian independence against British rule will always be remembered. The 

successful leaders go down in history, while the unsuccessful are called traitors 

and executed. 
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As the economic collapse of the 3
rd

 century hit, it tore the Roman Empire into 

three separate empires. Here is a coin issued by the Gallic Emperor, Postumus 

(259-268 AD). Note the reverse of the coin which was used in Roman times like 

newspapers. Here Postumus is portraying himself as the restorer of economic 

normality in Gall, which was then Germany, Netherlands, France, and Britain. 

What he is portraying is economics. 

In the East, we have the Queen Zonobia (267-274 AD) who effectively took control 

of much of the old Persian 

empire. She too asserted power 

when Rome was economically 

weak. 

Separatist movements run their 

course throughout history. They 

are driven by economics, but are 

then magnified by ethnic and 

cultural differences. There is no 

century throughout history that 

does not illustrate this separatist 

movement phenomenon. 
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Throughout the Roman occupation of Judea, there was a quest for separatism. 

There is even the story of Jesus Christ being confronted by spies who tried to 

trap him into treason by asking him to say they should not pay taxes to the 

Roman authorities. The accounts in Matthew 22:15–22 and Mark 12:13–17 tell 

us that the questioners were Pharisees, and Luke 20:20–26 calls them "spies" 

sent by authorities. They asked Jesus whether it is right for Jews to pay the taxes 

demanded by Caesar. In the Gospel of Mark 12:15 the additional, provocative 

question is asked, "Should we pay or shouldn't we?" 

Jesus asked one of them to produce a coin. One of them showed him a Roman 

coin, and he asked them whose head 

and inscription were on it. They 

answered, "Caesar's," and he 

responded: "Render therefore unto 

Caesar the things which are Caesar's; 

and unto God the things that are 

God's.” That coin in circulation was 

probably that of August or Tiberius. 

Consequently, the denarius of Tiberius 

is known today as the Tribute Penny. 
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The First Revolt of Judea was marked by the Jews issuing their own coins. Once 

again, we see that separatist movements center around economics. This will 

normally involve rising taxation. Of course, when the Jews did revolt, they chose 

the moment when Nero, the last of the Julian-Claudian emperors, committed 

suicide. Rome went into turmoil with several generals marching to take the 

throne. The victor was Vespasian (69-

79 AD). 

Vespasian had no choice but to crush 

the Jews. If he allowed them to 

separate, then other provinces would 

have followed. We see the very same 

political motivations going on in 

Europe. They seek to punish Britain 

as hard as possible for leaving the 

European Union. The EU is also now 

seeking to create a central army for itself separate and distinct from individual 

member states. Retaining the central power of the EU in Brussels is now all about 

keeping their jobs; no euro means no jobs in Brussels.  
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Britain needed money for its wars in Europe. They enacted policies that payments 

to America would be limited to copper coinage while payments to Britain must 

be in silver and gold. This policy had the tendency to strip-mine America of their 

money supply and began the need to create paper money.  

Even back on July 12, 1722, William Wood (1671–1730), who was a hardware 

manufacturer, ironmaster, and mintmaster, received a contract from the British 

Crown to strike an issue of Irish coinage from 1722 to 1724. He also struck the 

‘Rosa Americana’ coins of British America during the same period. Wood’s 

coinage was extremely unpopular in Ireland for being overvalued in monetary 

value compared to the intrinsic metal value. It was seen as the king attempting 

to create money from nothing or fiat despite the fact they were coins. 

The British coins minted for Ireland were recalled and exported to the American 

colonies. Wood was also granted a patent to mint 300 tons of coppers for the 

North American Colonies over a 14-year period for an annual fee to the Crown of 

£300.149. He produced the “Rosa Americana” coinage which was very attractive, 

but they were an alloy of 75% brass, 20% tutenague, and 5% silver. One pound of 

the alloy was to produce 120 halfpence, which was a substantial profit of about 

doubling his money. The obverse depicted the laureated head of George I, while 

a Tudor rose with the inscription “ROSA 

AMERICANA, UTILE DULCI” on the reverse. 

In response to the Wood contract by the British 

Crown, Massachusetts issued small change bills to 

compete with Wood’s Rosa Americana coinages 

being introduced in New England. In 1722, they 

issued this Hexagonal Three Pence, as well as a 

two and one pence paper note. This issue of small 

change paper notes was authorized in June 1722. 

These geometrically shaped parchment notes were 
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clearly authorized in Massachusetts in 

response to the Rosa Americana flood 

of coins from Britain. 

Wood’s effort was a failure as was his 

Hibernia series in Ireland. Their 

lightweight and overvaluation rendered 

them unacceptable as money by the 

American colonists as well as the Irish. 

Therefore, the rejection of Wood’s 

underweight coinage even took place 

during the extreme shortage of small 

change shortage that created a real 

crisis economically. The failure of the 

Rosa Americana series to be accepted 

by the colonists is why so many of 

these coins remain uncirculated condition today. 

Shortly before his death in 1730, Wood proposed to the Board of Trade that he 

mint coins in gold and silver for the colonies at 75% of the sterling rate. Once 

again, this was a scheme to overvalue the coinage. This scheme was rejected by 

the Crown based upon his previous failures. 

The crisis in British finances continued even after the American Revolution. Here 

is a Spanish 8 Reales of 1797 counter stamped with an image of George III of 

England. This illustrates the problem Britain was experiencing with finances. This 

emergency issue of 1797 became necessary after a failed French invasion in 

Wales had caused a financial panic. The British government suspended the 

metallic convertibility of the banknotes of the Bank of England. The decision 

taken by the Prime Minister, William Pitt the younger, caused the longest 

suspension of the gold standard in the UK until its demise in the twentieth 

century. The resumption of official convertibility took place only in 1821, six 

years after the end of the Napoleonic wars. 

In 1797, British gold and silver coins disappeared from circulation, as they were 

hoarded out of fear. They were rapidly replaced by new 1 and 2 pound notes 

issued by the Bank of England. Under the principle of free banking, other private 

banks had the right to issue notes as well, provided they were backed by 

adequate reserves of gold. 

The Royal Mint was formally in charge of the gold, silver, and bronze coinage, 

but it was not able to provide sufficient means of payments in such extraordinary 

circumstances. It had already proved inadequate in ordinary times since 1787 

when private entrepreneurs started to issue their own bronze coinage in the UK 
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without regal symbols. Private monetary issue responded to the growing demand 

for cash to pay wages in the new circumstances of rapid industrial expansion. 

Ironically, the very first paper money 

in America was issued in Canada. In 

1685, the colonial authorities in New 

France (Quebec) had no coin. A 

military expedition against the 

Iroquois, allies of the English, had 

failed and tax revenues were down as 

traders circumvented the taxes by 

dealing with the English. This predates 

the official first paper money issue of 

February 3rd, 1690, by the 

Massachusetts Bay Colony. This paper 

money issue was used to pay for its 

war when in 1689 the British 

demanded that Americans fight the 

French in Canada. Lacking coinage to pay the troops, the government issued 

certificates to the troops in lieu of paying them with coins. 

Massachusetts was the first to issue their own silver coins despite a British law 

against it. In 1652, the Massachusetts colony authorized John Hull and Robert 

Sanderson to strike coins from Spanish silver coins melted down. They struck 

three pence and six pence at first with just “NE” on one side and the denomination 

on the reverse. They later used a willow tree and then a pine tree for designs. 

Minting coins was a profit to the royal crown. However, because of the English 

Civil War, there was no king between 1642 and 1660. This was when Oliver 

Cromwell led the Puritans to 

take the government. When 

the monarchy returned, by 

1682, they ordered the 

Massachusetts mint to shut 

down. 

Over three centuries ago, 

Massachusetts printed 

America's first paper money. 

Before creating bills, 

Americans used pine tree 

shillings and other coins as 

their currency. After the 
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British shutdown the Massachusetts mint, these coins were in short supply. 

 

The English Civil War by no means began as a revolution. There were conflicts 

over taxation and power, but it did not begin as a quest to overthrow the 

monarchy nor was it about religion at the outset. Conflicting beliefs concerning 

royal authority was the core issue and religion became more of an opportunity to 

seize control and create a religious state, not unlike that of the Islamic Revolution 

of 1979 in Iran. 

King Charles I believed he ruled with the Divine Right of Kings, meaning his 

decisions should not be challenged or questioned. This royal position was 

opposed by those who believed there should be a limit to royal authority. There 

was a growing demand for the people to have a voice by means of representation 

through a permanent Parliament. Historically, the king had no power to tax the 

people except in time of war. He would have to summon Parliament to seek the 

consent of the people to be taxed.  

Oliver Cromwell occupies a unique place in English history. In the beginning he 

was just a Member of Parliament for Cambridge from a fairly humble background, 

although he possessed a strict Puritan faith and a desire to ensure the country 

was ruled according to religion. 
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Cromwell was able to rise to power 

because he was a man of many 

talents. He was certainly a very 

skilled politician. Yet, he was also a 

skilled military leader. As always, 

those with strict religious beliefs 

are usually very judgmental and 

seek to impose their religious 

beliefs upon others. 

Failure to resolve the issues over 

royal authority led to armed conflict between Parliament and Charles I during late 

1642, which marked the beginning of the English Civil War.  

The Parliamentarians were split over the issue of the king. The majority were in 

favor of a settlement that would restore Charles I in return for a Presbyterian 

settlement of the church. Cromwell rejected this idea for he saw the Scottish 

model of Presbyterianism with little difference from Catholicism. When the king 

was defeated in 1645, he surrendered to a Scottish force that handed him over 

to the English Parliament. Charles refused the demands for a constitutional 

monarchy, but later appeared willing to compromise. 

Then in May 1647, Cromwell’s negotiations failed to reach an agreement. The 

following month, troops loyal to the king freed him from Parliament's 

imprisonment. The failure to conclude a political agreement with the king 

eventually led to the outbreak of the Second English Civil War in 1648, when the 

king tried to regain power by 

force of arms. 

By the end of 1648, Oliver 

Cromwell simply sought to seize 

power. What emerged is known 

as Pride's Purge, where troops 

forcibly removed from the Long 

Parliament all those who 

supported the king. He then put 

King Charles on trial, convicted 

him, and had him executed for 

high treason in January 1649. 

The monarchy then was abolished and a republic called the Commonwealth of 

England was declared.  
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John Lilburne led what the Puritans called “Levellers” who demanded full political 

equality for all men. He was imprisoned by Cromwell when he stood neither with 

the Puritans nor the King. Lilburne began his campaign, articulating that there 

were human rights he termed as "freeborn rights." These were the rights that all 

Englishmen were born with, which were not subject to privileges bestowed by a 

monarch or any government. He demanded equality before the law, and religious 

tolerance or what we call today freedom of religion. His enemies branded him as 

a Leveller, meaning level the playing field of rights. Lilburne saw this as a 

derogatory label which he opposed. His opponents misrepresented his demands 

portraying them as virtually communist with level property rights. Lilburne, 

however, was demanding level human rights which he called "freeborn rights." 

Lilburne was first hauled before the infamous English court of the Star Chamber 

(Court of Chancery) with its 96% criminal conviction rate in 1637. John stood tall 

where he objected to the king's torture. Lilburn's crime was handing out 

pamphlets against the king. He was a prolific pamphleteer who defended 

religious freedom and individual liberty. Lilburn defended himself vigorously in 

court, quoting from the great jurist Sir Edward Coke (1552-1634) whose work 

was the seminal statement of English law. It was Lilburne who established the 

right to remain silent enshrined in the Constitution of the United States known 

as the Fifth Amendment prohibition against compelled self-incrimination. Lilburn 

proudly declared:  

"Another fundamental right I then contended for, was, that no man's 

conscience ought to be racked by oaths imposed, to answer to questions 

concerning himself in matters criminal or pretended to be so."   
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Lilburne was thrown in prison by both sides. He wrote some of his most important 

works from prison. He was thrown in prison again from July to October 1645 for 

denouncing Members of Parliament who lived in comfort while sending common 

soldiers to die for their cause against the king. Then in July 1646, he was 

imprisoned in the Tower of London under very harsh conditions. The campaign 

to free him from prison spawned the political party called the Levellers. John was 

sentenced to be banished for life, and an Act of Parliament for that purpose was 

passed on January 30, 1652. 

Between 1653 and 1658, Cromwell ruled the Britain with more or less the same 

powers as a monarch and the title of Lord Protector of the Commonwealth. He 

pictured himself on the coinage as any monarch, but wearing an olive wreath as 

was traditional among Roman emperors who also pretended to be elected. In 

April 1653, Lilburne hoped he could return home. Cromwell refused to grant him 

leave, but John returned without one on June 14, 1653. Cromwell’s government 

immediately arrested him. He was again placed on trial at the Old Bailey on July 

13, but the people acquitted him on August 20.  
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It was at this trial that Lilburne made a major victory in law when he demanded a 

copy of his indictment, which had always been held in secret. Throughout the 

trial the people supported John. Petitions on his behalf were presented to 

parliament and Cromwell had any supporters thrown in prison. Crowds poured 

into the city to witness the trial. They printed mock tickets that read:  

“And what, shall then honest John Lilburne die? 

Three-score thousand will know the reason why?” 

Cromwell order that the City of London be occupied with troops during Lilburne’s 

trial. Nevertheless, the soldiers shouted and sounded their trumpets when they 

heard that Lilburne was acquitted. Cromwell lost the moral ground. The people 

rejoiced and Cromwell was increasingly seen as a tyrant. Lilburn’s popularity was 

so great that two medals were struck in celebration of his acquittal (pictured 

above). Cromwell refused to honor the acquittal and kept Lilburne in prison. On 

August 28, John was transferred from Newgate Prison to the Tower of London 

once again. Cromwell ordered that the Lieutenant of the Tower of London refuse 

to obey any court order or writ of habeas corpus. On March 16, 1654, Cromwell 

ordered Lilburne to be removed and imprisoned on the Isle of Jersey.  

Cromwell offered Lilburne his liberty if he renounced all the human rights that 

he had claimed. John refused. He was then treated with the harshest conditions 

intended to impair his health. His wife and father petitioned for his release, and 

in October 1655, he was brought back to England and lodged in Dover Castle. 

He finally died on August 29, 1657, and immediately they published the life of 

Lilburne in 1657. This was a man who stood his ground and refused to yield to 

the tyranny of the king or the new pretend monarch, Oliver Cromwell. 
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Therefore, separatist movements may be the 

hallmark of civil unrest, but they can evolve 

into civil wars that we refer to as revolution. 

History is stained with the blood of many 

valiant people who have stood tall and 

demanded freedom. 

Consequently, we should not dismiss the rising 

movement in Alberta for independent freedom 

from a philosophy and economic 

mismanagement that they see as incompatible 

with their culture. 

The major cycle of political change is 224 

years. In the case of Alberta, they were the last 

to join and they reached their 112-year half 

cycle in 2017. Today, we have a very strong 

uprising with the supporters of the Western 

Independence Party of Alberta.  

While most have assumed that the danger of a 

Canadian breakup will emerge from Quebec, 

the province actually receives more money 

from the rest of the country. The other 

provinces paying the bills of Quebec are more likely to leave as economic 

resentment rises. Resentment is what is produced by giving billions of mostly 

western Canadian dollars to eastern Canada each year. Now, Trudeau is attacking 

the oil industry that pays the bills all based upon the idea of global warming. 

The rising separatist movement and West v. East sentiments are gaining strength 

very rapidly in Canada. Trudeau’s socialist agenda is imposing the philosophy of 

class warfare upon the whole of Canada. This only inspires uprisings and 

discontent as we are 

seeing in Europe. The 

very same issues were 

behind the Trump 

revolution. The media 

keeps desperately trying 

to overthrow Trump as 

president to save the 

socialist agenda in the 

USA. 
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Understand that this is the death of socialism. With the decline of socialism as 

an economic philosophy, those who are diehard leftists will do whatever they 

can to take power back. It will be more akin to the fight in ancient Athens 

between the forces of the oligarchy v democracy. 

 

There has been an undertone of a separatist movement in Alberta as well, which 

stems from the Great Depression usurpation of the Federal Reserve by Franklin 

D. Roosevelt. Roosevelt understood that there were regional differences in the 

economy. 

Why was the Western Canada separatist movement caused by Roosevelt’s 

usurpation of the Federal Reserve? Everyone looks to the United States and 

assumes whatever structure they adopt must be correct. The euro was crafted 

because the USA has a single currency. They did not consolidate all the debts and 

that has created a nightmare. Canada, likewise, assumed the one-size-fits-all 

policy of Roosevelt and has been paying the price regionally ever since. 

So, what is the link with the structural usurpation of the Federal Reserve? The Fed 

was created as the solution to the Panic of 1907, which was set in motion by the 

disruption of the internal domestic capital flows caused by the San Francisco 

earthquake of 1906. The insurance companies were in New York so the cash 

flowed to the West creating a shortage in the East. 
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The original structural design of the Fed was to establish 12 branches to manage 

domestic capital flows. Interest rates would decline where there was an excess of 

cash and rise where there was a shortage. This, they believed, would cause capital 

to move between the branches to balance the national capital flows and economy. 

Each branch acted independently to manage the capital flows. When crops would 

come to market, for example, Kansas would have an excess of cash and rates 

would decline as we can see from the table showing the rates set by each branch 

in August 1927. 

When Roosevelt comes to power in 1933, he wanted to control the economy for 

his socialist agenda. He usurped the power of interest rates from the various 

branches of the Fed and consolidated them into 

Washington DC to create a one-size-fits-all 

policy. He, therefore, abandoned the structural 

design of the Fed and ever since the capital flow 

focus has been international, not domestic. 

As a result, the regional problems have 

resurfaced. The central bank raises interest 

rates to stop real estate or stock market bubbles 

in New York and that harms the commodity 

regions in middle America. When commodities 

have boomed, the financial regions are normally 

suppressed. The Fed raises rates to stop stock 
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speculation in New York, which prevents farmers from running their operations 

when commodity prices are at their lows. Canada has done the same thing by 

raising interest rates to stop real estate booms in Toronto while the commodity-

based economy in Alberta is sent into bankruptcy. 

 

I have called this the Texas-New York Arbitrage. Here is a chart showing how 

when oil peaks in price, it is typically counter-trend to the financial markets. Oil 

peaked in 2008 when the stock market was crashing. Once again, oil prices are 

down and Alberta suffers while the financial markets are booming in Toronto. 

What has been resurfacing is the regional differences within Canada as well as 

the United States. The one-size-fits-all policy of central banks regarding interest 

rates pits East v West in both Canada and the United States. Farmers, oil 

producers, and miners are forced to pay higher interest rates when their 

economies are declining because of speculative booms in Toronto or New York. 

This is the root cause of the regional economically-driven separatist movements 

we are witnessing in Canada. The structure of the central banks was originally 

intended to manage the domestic capital flows. That has been part of the whole 

socialist agenda to abandon that policy and create the one-size-fits-all policy of 

Marxism. 
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Canadian Dollar 

 

 

he Canadian dollar elected a Minor Yearly Bullish Reversal with the 

closing of 2016 confirming that we had a temporary low in place. At this 

point, the next Yearly Bullish Reversal stands at 88380 and only an 

annual closing above that would imply a sustainable rally against the 

greenback. 

Resistance during 2018 will stand at the 8605 level followed by 8720, 8775 and 

93000. Support will lie at 78500 and 76850 and a closing for 2018 below even 

78500 will confirm that the monetary system is starting to crack and we should 

expect a strong US dollar rally. A closing for 2018 beneath 76850 will warn of a 

major panic. The insurance companies were in New York so the cash flowed to 

the West creating a shortage in the East. 

T 
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The top 2015 annual array in the C$ futures showed that 2016 should have been 

a Panic Cycle year after we elected one Yearly Bearish from the 2007 high on the 

close of 2015. This indicated that this was most likely a major long-term high 
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and new lows would unfold in 2016. Then 2017 was a target for a turning point 

and warned that the 2017 high could form a one-year wonder or what we call a 

Knee-Jerk High. The lower array is the current forecast showing 2019 and 2022 

as the next major targets for turning points. 

 

We have elected two Weekly Bearish Reversals from the 2017 high. A weekly 

closing below 73880 will warn that the C$ may drop again, however the C$ 

resistance stands at 8220 and a weekly closing above that will signal a possible 

a new high in 2018. That would open the door for a likely consolidation with a 

high in 2019 and then a collapse into 2022. Our What–if model last year reported 

that a 2017 closing below 8545 “suggested that 2017 was a reaction rally and 

2018 has a direction change.” Failure to make a new high in 2018 implies a 2019 

low and a rally with commodities into 2022. 
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Indeed, a monthly closing below 73055 will be a loud siren that the C$ is indeed 

declining sharply. Only a monthly closing above 88400 will signal that the C$ can 

still press higher. We see a number of Directional Changes appearing until July. 

This warns that the first half of 2018 is likely to be choppy. Turning points are 

likely in February, April, and July followed by September and November.  
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Canadian Share Market  

 

oronto Composite Index (TSX) Cash closed 2017 at a new historic high 

after settling at 16209.1. In last year’s report we stated: “What has helped 

the TSX is the decline in the Canadian dollar since all things have an 

international value. The technical pattern that now exists on the yearly 

level remains bullish for the broader-term and that means we will see new highs 

in the future. Our primary target resistance stands in the 21000 level.” 

The market will become much more volatile as we head into 2019. We have two 

Directional Changes in 2018 and 2019, so we should expect some choppiness. 

The big turning points still appear to be 2020-2021. Looking forward in time, we 

expect a commodity boom again after 2020 and a peak in the TSE once again by 

2024. 

 

 

T 
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From a timing perspective, 2016 was a Panic Cycle. The TSX made a low in 2016 

and rallied back to score the highest annual closing in history until 2017 came 

along and the market broke out to new highs. It appears that we are looking at 

higher volatility moving into the years ahead. 

We may see a monetary Crisis Cycle hit 2020-2021. That is the earliest we see a 

major dollar high being possible that may begin to break the monetary system 

apart. 

We can see a Panic Cycle due in 2022, and the volatility will rise thereafter. 

Shorter-term, it certain appears that 2019 and 2020 are going to be very difficult 

periods to trade and/or invest in general. We will have to play this carefully and 

strictly by the numbers. Personal opinion will not suffice. 
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MONTHLY LEVEL 

Last year we provided the array for 2017 (see above), which worked rather well. 

March and July were the turning points. February produced the intraday high and 

March closed higher, but it was also a Panic Cycle so we made a low and then 

closed higher. The trend then shifted and we went into a July low for the year. 

Thereafter the market rallied into the next turning point in October. This is when 

we began to experience the Cycle Inversion. November exceeded the October 

high and closed higher. This was the signal that higher highs were on their way. 
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Here is the array for 2018. We see January as a target followed by March with 

volatility rising during February. Thereafter, the two strongest targets for turning 

points appear to be May and November. It appears that volatility will rise in May 

and expand into July with September being a Panic Cycle following a turning point 

in August. 

If February exceeds the January high, then we may see a temporary March high 

with a two-month correction and rally into the summer, amounting to an August 

high and a decline into October/November. However, if February cannot exceed 

the January high and we see a retest of support, that may follow through into a 

March low, May high, correction or consolidation during the summer, and a rally 

into November. 
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We can see that the TSE in terms of US dollars has broken out. Once again, this 

is really reflecting a shift from Public to Private assets as we head into a 

sovereign debt crisis that will be fully felt by 2020-2021.  
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Crude Oil 
 

 

 

estern Canada is the commodity economy of Canada, which is ignored 

by Toronto since it focuses on international financial markets and pays 

little attention to commodities.  

Crude oil has a spectacular turning point arriving in 2022. This certainly seems 

to be setting the stage for the Monetary Crisis Cycle. We did elect two long-term 

Yearly Bullish Reversals at the closing of 2016. That gave us the rally into 2017. 

Nonetheless, we did elect a long-term Yearly Bearish at 6715 on the closing of 

2017. That simply means that we are not yet ready to breakout to the upside on 

a sustainable level. Still, resistance really stands at the 8600 level during 2018 

so there is room for rally at this time. 

Resistance during 2018 will begin at 7090 and 8590. Support begins at 6260, 

4120, and 3450. This implies that a monthly closing above 6960 will suggest 

that crude should press higher to test overhead resistance. The major resistance 

will remain $101 on a monthly closing basis. 

W 
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Scrutinizing the longer term yearly level, we see turning points where highs or 

lows on an intraday or closing basis should form in 2020, 2022, 2027 and 2029. 

Considering all factors, there is a possibility of a decline into 2020 with the 

opposite trend thereafter into 2022. This could be an amazing trade. There is a 

Directional Change due in 2019 so we must see this as a warning that the 

immediate reaction rally into 2018 might turn south again. If 2018 closes BELOW 

6250, we should expect a decline into 2020. 
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When we look at 2018 and how it will shape up, we see January, March, June, 

August, and then October/November as turning points this year. It looks like 

higher volatility should show up in February and November.  
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Canadian Real Estate  

 

he Canadian housing slowdown was largely attributed to activity in 

Vancouver where sales peaked earlier in 2016 before seeing dramatic 

drops in subsequent months in anticipation of British Columbia slapping 

a 15% property transfer tax on foreign buyers. The attitude against 

foreign buyers is turning very nationalistic. The greatest problem with this trend 

is the simple fact that the people 

complaining are those who either do 

not own property or have property 

and are seeing their savings collapse. 

Politicians fail to understand that 

attacking property values and 

restricting foreign buyers will 

produce a profound impact. 

Homeowners feel less “rich,” and as a 

result they spend less within the 

economy. Turn down real estate and 

there goes the economy. 
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The story of Canadian real estate has typically been one of shifting economic 

fortunes and changing real estate trends intermixed with a decline in the currency 

value. Here we can see the Canadian property market expressed in US dollars 

rather than Canadian. This reflects the true value of property in Canada on an 

international basis. Our 

cyclical models do 

suggest that while real 

estate is in a declining 

mode into 2020, we may 

see a reversal of the 

trend into 2025. Keep in 

mind that such a rally will 

most likely be driven by 

the currency inflation 

rather than real tangible 

rise in value when 

measured in a basket of 

currencies. 
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Canadian Interest Rates  
 

he Canadian government bonds closed 2017 BELOW the 2016 low. All 

indications are lined up for a rise in interest rates. Governments fail to 

consider how fast rates can rise and how greatly this will impact their 

budgets. The downside is that the government will become continually 

aggressive in tax collections. They will look for clever ways to raise taxes and 

their interest expenditure will soar. We have major support now at the 12650 

level and an annual closing beneath this level will signal that rates are going to 

rise dramatically and fast. This is all part of the Sovereign Debt Crisis looming 

over all governments. This notion of constantly borrowing with no intention of 

repaying means that the interest expenditures will explode to keep this all 

revolving endlessly. 2017 was our Directional Change and the trend toward 

higher rates should now take us into 2020. 
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Our Monthly Bearish Reversal lies at 13050, and the rise in rates will be confirmed 

once that is elected. Here are the arrays showing key months for 2018. It appears 

a Directional Change comes in 2019 with higher volatility going into 2020. 
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Conclusion 

 

he Canadian economy, like almost every other economy, is in for a shock 

as government spending rises sharply and benefits decline. We are facing 

the collapse of socialism exactly as communism collapsed back in 1989. 

The time lag was simply on schedule for 25.8 years to be precise. This is 

merely part of the decline of Western society as the financial capital of the world 

shifts from the United States to China. Even the bank bail-in strategy that has 

formally taken over Western society is not subscribed to in Asia. 

With the real estate market under assault by governments, we are beginning to 

see the shift into equities, which are the last safe haven for big money. We are 

entering a phase when capital tries to get off the grid with respect to government 

taxation and fiscal mismanagement. Governments will fight back very hard. They 

will not surrender power easily. The greatest risk will remain a very strong US 

dollar rally, but that is more likely going into 2020-2021. Thereafter, our model 

shows a spike in crude oil for 2022 that strongly implies we are dealing with a 

major monetary crisis that will appear 2020-2021. 
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