
 

 

 

 

 

 

The Great Destroyer of Civilization, Empires, 
Nations & City States 

 

 

What Lies Ahead 

By Martin Armstrong 



 

 

 

 
Copyright – ALL RIGHTS STRICTLY RESERVED GLOBALLY   

All publications of the publisher are COPYRIGHTED and REGISTERED by the license of Martin Armstrong 

 
 

 

The material, concepts, research and graphic illustrations appearing within this publication are the 
EXCLUSIVE PROPERTY of Martin Armstrong and AE Global Solutions, Inc.  

NO REPRODUCTION is permitted without the express WRITTEN consent of the publisher. AE Global 
Solutions, Inc. might grant permission to utilize in part the research published in its reports for 
recognized educational purposes of qualified universities or similar institutions when requests are 
made prior to utilization. Materials can be supplied to universities and similar institutions in most 
cases without charge. Other individuals, corporations, institutional or brokers within the financial 
community are strictly prohibited from reproducing in part or in whole any published materials of 
AE Global Solutions, Inc., its affiliates, associates or joint venture partners. Anyone wishing to apply 
for such permission must do so in writing for each and every such use.  

AE Global Solutions, Inc and Martin Armstrong do not waive any of its rights under international 
copyright law in regard to its research, analysis or opinions. Anyone who violates the copyright of 
AE Global Solutions, Inc and Martin Armstrong shall be prosecuted to the full extent of the law.  



 

 

DISCLAIMER 
The information contained in this report is NOT intended for speculation on any financial market referred to within this report. 
AE Global Solutions, Inc. 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. 

Copyright 2017 AE Global Solutions, Inc. and Martin A. Armstrong All Rights Reserved. Protected by copyright laws of the 
United States and international treaties. 

This report may NOT be forwarded to any other party and remains the exclusive property of AE Global Solutions, Inc. And 
Martin Armstrong is merely leased to the recipient for educational purposes. 

  



 

 

 

Contents 
Preface ........................................................................................................................................................................ 1 

Serial Defaults ..................................................................................................................................................... 3 

Sovereign Defaults of the 1840s ............................................................................................................ 6 

Greek Defaults .................................................................................................................................................10 

Napoleonic War Defaults .........................................................................................................................11 

Peripheral Country Defaults ....................................................................................................................11 

You will Own Nothing & You’ll Be Happy.......................................................................................14 

Conversione Forzosa....................................................................................................................................15 

Rare Exception of Repaying National Debt ................................................................................17 

The Birth of Government Debt ..................................................................................................................19 

Why Do Governments Ever Repay? .......................................................................................................29 

Gunboat Diplomacy to Enforce Debt Repayments ...................................................................34 

The Sovereign Debt Crisis ..............................................................................................................................38 



Preface 

 

Student Debt Crisis ........................................................................................................................................39 

US Debt v the World ....................................................................................................................................44 

Core Economy ................................................................................................................................................45 

Conclusion ..............................................................................................................................................................58 

TIMING – WHEN? ..............................................................................................................................................66 

 



Preface 

1 
 

Preface 
 

 

raditionally, countries have simply defaulted on their debts and amazingly 
people rush in to buy the new debt just after a default. Indeed, throughout 
history, rich and poor countries alike have been lending, borrowing, 

crashing―and recovering―their way through an extraordinary range of financial 
crises. 

The first such default that is definitively recorded took place at least in the 4th 
century BC when ten out of thirteen 
Greek municipalities in the Attic 
Maritime Association defaulted on 
loans from the Delos Temple of Apollo.  

You must understand that historically, 
most fiscal crises were resolved through 
either war where the loser’s debt 
evaporates, such as Germany after 
WWI or the confederate states in the 
USA, or by currency debasement by 
inflation or devaluation.  

 

T 
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Fiscal mismanagement is also demonstrated by numerous debasements by either 
a reduction in weight of gold or silver coinage, or a reduction in the metal content. 
One of the earliest debasements was Lydia, located in modern Turkey, which is 
where coins were invented. They reduced the weight of their gold stater by about 
25% due to war with the Persians led by Cyrus the Great. 

 

During the Peloponnesian war between Sparta and Athens, we can see the 
economic stress reflected in their coinage as well. When Lydia reduced the weight 
of their gold coinage, Athens reduced the fineness of the metal content. During 
404BC in Athens, the silver coinage was reduced to bronze and silver-plated. 

This is how the money supply increased even if it was based upon gold or silver. 
The goldbugs fail to understand that simply making the currency a precious metal 
has never been the solution. The economic pressure remains always the same to 
print more paper money or debased the precious metal content. When people 

http://armstrongeconomics-wp.s3.amazonaws.com/2015/11/Lydia-Debasement.jpg
http://armstrongeconomics-wp.s3.amazonaws.com/2015/10/Athens-Emergency.jpg
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fear the future, they hoard their money. This results in the shrinking 
of the money supply and forces the state to increase it by 
debasement/printing to pay for their expenses. 

It never matters what is money; economic forces always conspire 
to create the natural course of inflation (assets rise and money 
declines). We are going through a cycle right now on the opposite 
trend of deflation where people hoard their money fearing the 
future. There is no single trend that prevails unchanged.  

Hold your arm straight up above your head. Now keep it there. You will run out of 
energy and your arm will feel tremendously heavy, causing you to put it back 
down. Everything works that way, yet people try to deny cycles. Nothing but 
nothing can be sustained without change – N O T H I N G! 

Serial Defaults 

There are two European countries that have been historically serial defaulters - 
France and Spain. The Spanish sovereign defaults took place turning the country 
into a serial defaulter beginning in 1557 followed by 1570, 1575, 1596, 1607, and 

1647 ending in a 3rd world 
status.  

In 1868, the Spanish Passive 
bondholders had a meeting 
where they decided to 
refuse the terms proposed 
by the Spanish Government 
for the conversion of the 
bonds during yet another 
default. This Conversion of 
Spanish Debt certificate is a 
historic document with 
respect to the fact of that 
Conversion of Spanish Debt 
default.  
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Greece holds the record for the greatest duration of default by its government: it 
has been in default for about 50% of its modern history. Portugal also defaulted 
during the mid-sixteenth century. Other European states followed in the 
seventeenth century, including Prussia in 1683, though France and Spain remained 
the leading defaulters with a total of eight defaults and six defaults, respectively. 
Following Greek independence in 1829, Greece spent around half its time in 
default on its sovereign debt. 

Why people even buy government debt is unexplained, for lawyers take control 
of government and pass laws that elevate government to “quality status” when 
in fact it is unsecured and has typically resulted in the total destruction of capital 
formation. When the core economy is involved, such as the Roman Empire, the 
resulting episode is typically a Dark Age upon collapse but that was private debt 
collapsed due to government corruption and the lack of a rule of law. Rome could 
not meet its expenditure yet had no national debt. 

Greece defaulted on its external sovereign debt obligations at least five previous 
times in the modern era (1826, 1843, 1860, 1894 and 1932) prior to Bretton Woods. 
The first episode occurred in the early days of that country’s war of independence, 
and the last default was during the Great Depression in the early 1930s. It needed 
a bailout in 2010 because of joining the euro which overvalued it debts. The 
combined length under which Greece was in default pre-Bretton Woods totaled 
90 years, or approximately 50% of the total period that the country has been 
independent. This is why the Greeks tend not to pay taxes as a national sport for 
they also know they cannot trust government by experience. 
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Although many might consider this level of default to be excessive, Greece is 
nowhere close to the top of the list globally. Venezuela and Ecuador, with 10 
defaults each in modern time, share the honor of being the greatest serial 
defaulters of the modern era. Yet stupidity is a virtue among bondholders for they 
always go back for more. 

The Greek War of Independence began in 1821 with the collapse of the Ottoman 
Empire. The underlying dislike between Greeks and Turks extends back in time 
because of this occupation. There was no “Greece” per se for the Turks ruled it for 
centuries from the fall of Byzantium in 1453. In 1824, a loan of £472,000 British 
pounds was secured on the London Stock Exchange to continue this fight for 
independence. This offering was oversubscribed and buyers were required to put 
down only 10% of the purchase price with a promise to pay the balance over 
time. An additional loan of £1.1 million pounds was floated in 1825. 

Unfortunately, the London brokers kept much of the proceeds before Greece 
received any funds. So, to a large extent, there was a real scam involved that 
deprived Greece of the total proceeds. Another issue was that the Greek War of 
Independence soon descended into civil war between rival factions, making it 
difficult to even determine who should receive these funds. So, the brokers tended 
to pocket the money. Consequently, Greece technically defaulted since there 
was no real unified government to even make interest payments, so there never 
were interest payments on these two loans. The bonds crashed in value and the 
brokers profited handsomely at the expense of the reputation of Greece. It wasn’t 
until 1878 that the Greek government settled on the loans, which by then with 
accrued interest had increased to over £10 million pounds. 
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In 1832, another loan totaling 60 million drachmas was given to Greece, which 
was officially an independent sovereign nation by that time under King Otto (1832-
1862). The loan was arranged by the French, Russian, and British governments, and 
was ostensibly given to help Greece build its economy and manage the initial 
stages of governance. However, as with most governments, corruption enters 
stealthily and the funds were mostly squandered on the maintenance of a military 
and the upkeep of King Otto, a Bavarian prince who was made King of Greece 
by the British. Greece managed to stay current on this loan until 1843, at which 
time the government stopped payments.  

Sovereign Defaults of the 1840s 

The default of 1843 was a major Sovereign Debt Crisis that was not just in Greece, 
but devastated the United States as well. It was the same cycle when the USA 
went into sovereign default on the state level of government rather than federal 
following Andrew Jackson (1829-1837) 
destroyed the central bank – the Bank 
of the United States.  

Jackson shifted the federal deposits to 
the state banks giving them the undue 
attention and trust they did not 
deserve. This ushered in the Broken 
Bank Note Crisis. Instead of one bank 
issuing money, now countless banks 
did so. 

http://s3.amazonaws.com/armstrongeconomics-wp/2013/03/jacksonbankwar.jpg
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Jackson’s forced closure of 
the Bank of the United States 
which acted as a semi-central 
bank headquartered in 
Philadelphia, ushered in 
the Broken Bank Note Era with 
massive bank defaults 
nationwide following their 
extensive issue of unbacked 
paper money. Every bank 

issued its own money. There were brokers in New York which would by the paper 
at a discount from out-of-state banks and put it into circulation with vast profits. 

 

The lack of a central bank proved disastrous. So many banks issued paper money 
and many were scams set up in places never heard of, so nobody would ever be 
able to present a note for redemption. The consumer was clueless as to which 
banks were real and others outright 
frauds. Those that just looked at Jackson 
taking down a central bank and 
cheering, had no idea what would take 
place without a central bank. The 
worthless paper became known as 
shinplasters and the brokers deliberately 
would not reveal their addresses. There 
was no real way for people to redeem 
the notes.  

http://s3.amazonaws.com/armstrongeconomics-wp/2013/01/brokenbanknote-1.jpg
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In 1841 and 1842, eight states and the 
Territory of Florida all defaulted on their 
sovereign debts. Traditional histories of 
the default crisis have stressed the 
causal role of the depression that 
began with the Panic of 1837, 
unexpected revenue shortfalls from 
canal and bank investments as a result 
of the depression, and an unwillingness 
of states to raise tax rates.  

However, these stylized facts do not fit 
the experience of states at all very 
well. The majority of state debts in 
default in 1842 were contracted after 
the Panic of 1837; and most states did 
not expect canal investments to return 
substantial revenues by 1841 and did 
not experience unexpected shortfalls 
in those revenues.  

Finally, most states were willing to raise 
tax rates substantially and did. The 

relationship between land sales and land values explains much of the timing of 
state borrowing and the default experience of western and southern states. 
Pennsylvania and Maryland defaulted because they postponed the imposition of 
a state property tax until it was too late.  

The United States was the emerging market for Europe and these defaults ruined 
its credit for decades to come. The Bank of England still has some State debts that 
were never made good. The Panic of 1837, which had been caused by an 
overexpansion of banks, caused farmers, planters and merchants to lose their 
enterprises. This led to an economic contraction that further reduced bank 
deposits causing bank failures as the depression then settled into the states from 
which it sprang. States issued bonds to try to bail out the banks and many states 
ended in default. 

http://s3.amazonaws.com/armstrongeconomics-wp/2013/03/1833missbond.jpg
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During this period, the local states in the USA borrowed more than $200 million by 
selling long-term bonds in domestic and international financial markets to finance 
transportation and banking projects. They went nuts borrowing and spending 
money and Andrew Jackson’s bank war merely gave them credibility they did not 
deserve as people trusted state banks rather than the Bank of the United States. 
The total borrowing by the states approached a level nearly twice as high as the 
debt of the federal government at its peak during the period 1790-1840. The 
federal debt was largely the costs for the American Revolution and the War of 
1812. These two wars were less than half what the states had borrowed during 
their spending binge and fiscal mismanagement. 

In 1841, state debts outstanding totaled $198 million. Then the improvement era 
came to a screeching halt. In 1841 and 1842, eight states and the territory of 
Florida defaulted on their debts. Three other states narrowly avoided default. Five 
of the nine defaulting states repudiated all or part of their debts entirely – Arkansas, 
Florida, Louisiana, Michigan, and 
Mississippi. The credit of the U.S. federal 
government, which never defaulted after 
the debt restructuring of 1790, was 
tarnished for decades along with the 
states that did not default.  

Pictured here is a State of Louisiana bond 
issued in 1842 and is hand signed by the 
State’s Governor, Andre Bienvenu Roman 
and its Treasurer, F. Gardner. This historical 
document states it was issued to “…revive 
the Charters of the several banks located 
in the City of New Orleans…” Louisiana 
experienced years of economic growth 
as the number of banks doubled and capital increased thanks to Jackson’s bank 
war. The state banking crisis that was instigated by the Panic of 1837 was relieved 
only by new banking laws. In the aftermath, instead of asking why some states 
borrowed so much, politicians at the time focused on the debt crisis itself and 
asked how states could have gotten into such an embarrassing mess. 

 

http://s3.amazonaws.com/armstrongeconomics-wp/2013/03/louisiana-1842.jpg
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The 1843–1844 sovereign default era left a bad taste in the mouths of bondholders 
for once. Even the Bank of England lost money on U.S. state government debt 
which permanently defaulted. 

Greek Defaults 

In the case of the 1843 Greek default, they 
were denied access to international credit 
markets for decades. During this interregnum, 
the government became dependent on the 
National Bank of Greece for borrowing. The 
government’s needs were modest at first, but 
soon escalated and the National Bank of 
Greece provided funds at interest rates that 
were twice the international lending rate. 

After the Greek government was forced to 
settle its outstanding defaults from 1824–1825 
during 1878, the global credit markets 
reopened once again to Greece. Greece 
was forced to pay off those loans that it 
never really received and it was a 
revolutionary period, not the currently established government.  

As always, the lenders were only too happy to provide funds once again, for they 
never seem to learn. This time, the new borrowing increased once again to an 
unsustainable level economically and the government suspended payments on 
external debt with the Panic of 1893. The unsound finance in the United States of 
the Silver Democrats led the USA into near bankruptcy in 1896 when J.P. Morgan 
had to lend the U.S. Treasury gold to prevent it from going bankrupt. 

In 1898, foreign pressure led Greece to accept the creation of the International 
Committee for Greek Debt Management. This was something akin to the modern 
version of the IMF. This committee monitored the economic policy, tax collections, 
and management systems of Greece. As always, the corruption in government 
always results in their turning against the people to raise and enforce taxes to pay 
for whatever the politicians have stolen. We are approaching that same point 
once again in global history, not limited to Greece. 
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The bailout of Greece in 2010 was 
perhaps the worst the nation could ever 
accept. The government agreed to the 
bailout to pay off private creditors. They 
converted debt that they could have 
defaulted on for Euro debt that Brussels 
and Germany said there would be no 
default permitted. 

Napoleonic War Defaults 

There was another debt crisis perhaps 
exacerbated by the climate and the 
Napoleonic Wars (1803–1815). German Prussia 
defaulted in 1807. Spain defaulted in 1809. 
Austria had defaulted in 1811, 1816, 1868, 1938, 
1940, and 1945. France had also defaulted in 
1812 along with Sweden. Denmark defaulted in 
1813, German Hesse defaulted in 1814. The 
Netherlands defaulted in 1814.  

There was a debt default contagion in South America between 1826 and 1828. 
This saw Argentina, Chile, Columbia, Ecuador, El Salvador, Honduras, Mexico, 
Nicaragua, Peru, and Venezuela all default. Guatemala did not default until 1933.  

Peripheral Country Defaults 

Often these major financial panics are 
littered with debt defaults of peripheral 
countries. The Venezuelan crisis of 1902–1903 
was a naval blockade imposed against 
Venezuela by Great Britain, Germany and 
Italy from December 1902 to February 1903. 
This was imposed when President Cipriano 
Castro refused to pay foreign debts and 
damages suffered by European citizens in 
recent Venezuelan civil wars. 
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The U.S. experience during the State Sovereign Debt Crisis of the 1840s offers a 
unique opportunity to understand sovereign defaults. Between 1841 and 1843, 
eight out of the twenty-six states at the time, as well as one territory, defaulted, 
while several other states appeared on the brink of default. This has been a 90-
year cycle and it appears to be right on target for 2021. 

Numerous countries defaulted on sovereign debt obligations in 1931 from Europe, 
Asia, and South America, as the world economy contracted and entered what 
became known as the Great Depression. Even Britain suspended payments on its 
debt.  

The sovereign defaults that began in 1931 in Austria set off the Great Depression 
that became a contagion, taking Greece down once more. What is interesting is 
that Greece imposed a moratorium on paying on its outstanding foreign debt in 
1932. This default lasted until 1964, the longest of any of the country’s five defaults. 
However, in the USA, the city of Detroit also suspended its debt payments in 1937 
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and finally resumed in 1963. In both cases, they relied upon inflation to default the 
outstanding debt so they could repay with. 

Turkey defaulted in 1931, 1940, 1978, and 1982. Many of the countries which 
defaulted in 1931 were reduced to third world status. The global financial system 
did suffer serious damage because of these events that took place during the 
1840s and 1931. These two major global defaults were interestingly 90 years apart. 
Adding 90 years again, curiously brings us to 2021.  

 

The immediate sovereign debt crisis picked up speed with the 2007-2009 Financial 
Crisis. The first state default came in 1841, but the crisis was set in motion by 
President Andrew Jackson’s announcement that the government would no longer 
use the Second Bank of the United States, the effective central bank, on 
September 10th, 1833. It took about 8.6 years to result in the start of the State 
defaults. This coincided with the peak on the Economic Confidence Model wave 
2015.75 which was the beginning on the government debt crisis currently. The 
European Central Bank moved to NEGATIVE interest rates in 2014. That set-in 
motion the sovereign debt crisis which has been masked only by the fact that the 
central banks have been buying the government. This is what I warned was the 
start of “Big Bang” – 2015.75. The Central Bank of Japan proudly announced that 
they had bought 97% of their government bond auction as is this was an 
accomplishment. 
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When we talk about a “Sovereign Debt Crisis”, people automatically assume that 
debt will just default. Governments NEVER like to admit a mistake, so an outright 
default may be limited to the emerging markets the further you move away from 
the core economies.  

Governments have several options. They have in the past just declared a 
moratorium and suspended both redemptions and interest expenditures. They may 
also take place mandating conversion of debt extending the maturity so 30-day 
paper become 10-year. When government have been dead broke they have 
also engaged in forced loans as Germany did which accelerated the 
hyperinflation. They can also convert all debt to perpetual bonds like the old British 
Consols. You have no right to redeem those but they become more like an annuity 
whereby you receive a nominal interest rate annually.  

You will Own Nothing & You’ll Be Happy 

 

Then we have the World Economic Forum solution, seize all private property, 
eliminate all debts public and private, and then there is no longer a national debt 
at all. This is Communism 3.0. Socialism you are regulated, but you still own your 
property. Under Communism, the state owns everything. Here we have Klaus 
Schwab advocating outright communism. 

Always remember, those in power have the tanks and guns — never forget whom 
you are dealing with. Why anyone would buy government debt which has 
historically always been the greatest risk of all is like a man who gets married for 
the 5th time after five divorces – the triumph of hope over experience. 
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Class warfare has always been the agenda post-1890 thanks to Marx. In Italy, the 
period 1919–1922 was one of very little progress on debt and deficit reduction. 
Despite a levy on wealth that was introduced to tax the rich, as always, the tax 
faced tremendous opposition as well as implementation difficulties. Consequently, 
Italian fiscal deficits remained high, and inflation increased along with the money 
supply rather significantly.  

Conversione Forzosa 

The Italian government engaged in a mandatory debt conversion, known as 
“conversione forzosa” during 1926, which they would again impose during 1934. 

They forced debt 
holders to extend their 
debt by lengthening the 
maturity. This seriously 
impacted the full faith 
and trust in the Italian 
government. The 
Germany government 
also engaged in forced 
loans in December 1922 
confiscating 10% of 
everyone’s property 
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and handed them bonds. Confidence completely 
collapsed at that moment. 

During the post-1926 years and then again after 1934, 
the Italian government engaged in forced loans with 
mandatory conversione forzosa which was effectively 
seen as a partial default by the government. This made 
it extremely difficult and costly to borrow on a short-
term basis thereafter. 

You must be careful in the post-2020 era. Owning even 
short-term government paper can result in a 
conversione forzosa, which is the usurpation of capital 
by sheer force assuming they attempt that first rather 
than take Schwab’s Communism 3.0. This is one form of default that people need 
to realize has also been a means of governments surviving. The City of Detroit 
suspended all debt payments between 1937 and 1963. Britain entered a 
moratorium in 1931 on its debt, resuming years later. 

 

Consequently, defaults, suspensions, moratorium, and conversione forzosa are 
different types of defaults whereby you lose access to your capital. There are many 
different flavors of a Sovereign Debt Crisis. However, what often precedes these 
defaults is capital controls. 

Every time governments have issued debt; they claim themselves to be AAA and 
that this time is always somehow different. Historically, only the USA under Andrew 
Jackson on January 8th, 1835, did the United States entirely pay off its national 
debt and Romania. Looking at some sixty-six countries across five continents, a 
comprehensive look at all of the various varieties of financial crises, we can see 
that in the past 800 years governments always default.  
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Rare Exception of Repaying National Debt 

As I have mentioned, the ONLY exception where a government paid its debt in 
modern times was Romania. Nicolae Ceaușescu (1918-1989) was the Head of 
State in Romania between 1967 and 1989. His political independence from the 

Soviet Union was demonstrated by his protest 
against the invasion of Czechoslovakia in 1968. 
This protest attracted the support of Western 
powers for his anti-Soviet position. 
Consequently, the Western powers began 
funding Romania in hopes of driving a wedge 
into the Warsaw Pact. Ceaușescu did not 
realise that the funding was often at very 
excessive rates of interest, which escalated the 
debt. Ceaușescu was able to borrow more than 
$13 billion at the time for economic 
development programs in Romania. The 
bankers bled Romania with interest 
requirements and the debt became very 
oppressive imploding the country's finances.  

In an attempt to extricate Romania from the 
bankers, Ceaușescu decided to repay the nation’s foreign debts entirely. He 
organised a referendum and managed to change the constitution of Romania. 
He added a clause that barred Romania from taking foreign loans ever again in 
the future. Ceaușescu received nearly unanimous support. 

Then during the 1980s, Ceaușescu ordered the export of much of the country's 
agricultural and industrial production in order to repay its debts, which devastated 
the economy creating massive recession and food rationing. Shortages of food 
emerged causing the average Romanian’s everyday life a true fight for survival. 
Rationing also applied to heating, gas and electricity blackouts became normal 
policy. These measures led to the decline in population and the collapse in the 
standard of living. During this terrible contraction to pay the foreign bankers, all 
regional radio stations were shut down, and television was limited to a single 
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channel broadcasting for only two hours a day. Ceaușescu succeeded and the 
debt was fully paid by the summer of 1989, shortly before Ceaușescu was 
overthrown. However, heavy exports continued until the revolution in December 
1989 right in line with the Economic Confidence Model – 1989.95. Ceaușescu and 
his wife were then shot by a firing squad during the revolution for the hardships he 
imposed to repay the foreign bankers. That same turning point marked the fall of 
Communism, the Berlin Wall, and the peak in Japan.  
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The Birth of Government 

Debt 

 

anking began with merchants which is why we have the term merchant-
banking to this day. At first, kings would send agents and seek to borrow 
money from these merchants. It was Champagne in France which 

emerged as the central meeting place between north and south. The Italians 
would bring fine silks and spices trading for cloth and wool. To carry out such 
trading, the Italians began to develop credit and introduced a form of partnership 
as well as agency agreements. There is evidence of contracts being written using 
Roman law in Italy during the 11th century.  

The oldest such document showing a mortgage was to the Catholic Church of 
Saint Peter in Rome dated 1083. In 1096, there was a debt crisis where many 
properties were bought from mortgage-holders who foreclosed as a result of a 
significant famine and crop failure, much as the Dust Bowl of the 1930s in the 
United States which led to massive foreclosures of farm land.  

B 
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By the early 13th century, the "caravan merchants" gave way to what was the 
"sedentary merchant" who was developing a fixed hub of operations relying on 
agents and partnerships eliminating the need for traveling caravans. This change 
in operations has been referred to as the "commercial revolution" of the 13th 
century. By 1253, the Genoese had become the most dominant of this new 
merchant class in Champagne. 

Raymond de Roover who became a Professor of History at Brooklyn College. His 
work The Rise and Decline of the Medici Bank was first published in 1966. He noted 
that a special clause was entered into the Medici contract stating "to deal as little 
as possible with the court of the Duke of Burgundy and of other princes and lords, 
especially in granting credit and accommodating them with money, because it 
involves more risk than profit" (id/ p 343). Sovereign debt defaults were common 
from when kings and princes first began borrowing during the Middle Ages. 

 

It was Sir Thomas Gresham (1518-1579) who was the agent for England in the 
Netherlands where he borrowed money for the crown and dealt in the wool trade. 
Therefore, Amsterdam was the real financial capital of Europe. That is where kings 
borrowed money. 
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It was Gresham who not merely observed the foreign exchange market and its 
wild gyrations at the time, but it was the debasement of the coinage that led him 
to establish his famous Gresham's Law that bad money (debased) drives out good 
(fine content) from circulation. Henry VIII debased the silver coinage from 92.5% 
pure to 33% pure. When he tried to repay his debts with the debased coinage, it 
was devalued. The foreign exchange rate at that time was purely based upon the 
metal content. Debasing the coinage led people to hoard the old money. Thus, 
Gresham became the financial adviser to Henry VIII’s heir - Queen Elizabeth I 
(1533-1603). It was Gresham who also was the founder of the Royal Exchange in 
London. 

The Roman Empire never developed a national debt. Greek city states borrowed 
money from temple which would become early moneylenders because people 
would donate money to the gods who obviously had no use for it so the priests 
became bankers. There were defaults recorded during the 4th century BC when 
ten out of thirteen Greek municipalities in the Attic Maritime Association defaulted 
on loans from the Delos Temple of Apollo.  
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The Dutch Republic became the first state to finance its debt through bonds when 
it assumed bonds issued by the city of Amsterdam in 1517 when the city went into 
default. The average interest rate at that time fluctuated around 20%.  

The first official government bond issued by a national government was issued by 
the Bank of England in 1694 to raise money to fund a war against France. The form 
of these bonds was both lottery and annuity. The Bank of England and government 
bonds were introduced in England by William III (1650–1702) of England (also called 
William of Orange), who financed England's war efforts by adopting the same 
method of issuing bonds creating government debt which was taking place 
among the Seven Dutch Provinces, where he ruled as a Stadtholder. This was the 
first general bond issue rather than borrowing from a specific moneylender. Hence, 
many different people could buy these bonds changing the face of the debt 
market. 

Other governments in Europe quickly adopted this new method of borrowing 
money issuing perpetual bonds (bonds with no maturity date) to fund wars and 
other government spending. The use of perpetual bonds ceased in the 20th 
century, and currently governments issue bonds of limited term to maturity. 
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During the American Revolution, the U.S. government began to issue currency that 
paid interest. To raise even more as 
the war dragged on, they issued 
compound interest notes. The 
government also issued bonds in 
order to raise money, which were 
sold by J. Cooke & Company. They 
made a market in government 
“securities” buying and selling. The 
total amount generated by bonds 
was $27 million and helped finance 
the Civil War. Jay Cooke became 
the first primary dealer. Jay Cooke 
became overextended in the 
building of the Northern Pacific 
Railway and failed, contributing to 
the Panic of 1873. 
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The Panic of 1907 revealed the weak underbelly to the American financial system 
lacking a central bank. It was J.P. Morgan who organized the New York Bankers to 
come to the rescue of other banks to prevent a total collapse in confidence. After 
the scare that the Panic of 1907 created among the bankers, they demanded 
reform. The following year, Congress enacted the Aldrich-Vreeland Act of 1908 
establishing the National Monetary Commission forming a study group of experts 
to come up with a nonpartisan solution. They viewed the lack of a central bank in 
America, in contrast to Europe, as the threat to economic stability among the 
bankers as filled by J.P. Morgan during that crisis. 

 

The National Monetary Commission was formed in 1908 and the Republican 
leader in the Senate, Senator Nelson Aldrich (1841-1915) took charge. Aldrich was 
a brilliant man who was passionate about revising the American financial system. 
The Commission went to Europe and was duly impressed at how well they believed 
the central banks in Britain and Germany handled the stabilization of the overall 
economy and the promotion of international trade.  
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The Commission issued some 30 reports between 1909 and 1912, which preserved 
a wonderfully detailed resource surveying of banking systems of the late 19th and 
early 20th centuries at that time. These reports examined also the Canadian 
banking history in addition to the banking and currency systems of Belgium, 
England, France, Germany, Italy, Mexico, Russia, Switzerland, and other nations. 

They also provided an excellent review of domestic U.S. financial laws federally as 
well as state banking statutes. These reports contain essays of contemporary 
specialists as well as a host of data in tables, charts, graphs, and facsimiles of 
banking forms and documents. There are also transcripts of relevant political 

speeches, interviews, and various 
hearings. 

In 1910, Aldrich met with Frank Vanderlip 
of National City Bank (Citibank), Henry 
Davison of Morgan Bank, and Paul 
Warburg of the Kuhn, Loeb Investment 
House secretly. They met at Jekyll Island, a 
resort island off the coast of Georgia, to 
discuss and formulate banking reform, 
including plans for a form of central 
banking that would accomplish the role 

of J.P. Morgan played during the Panic of 1907. They held the meeting 
in secret because the participants knew that the House of Representatives would 
reject any plan, they generated given the intense hatred of the bankers and Wall 
Street in the festering Marxist/Progressive atmosphere. 

Unfortunately, because this meeting was in secret involving Wall Street, the 
whole Jekyll Island affair remains cloaked in conspiracy theories. Nevertheless, this 
intense bias and conspiracy theory has always overestimated both the purpose 
and significance of the meeting in light of the extensive work of the National 
Monetary Commission. Reform was essential. However, those two words – political 
economy – could not be divorced. 

Aldrich concluded that Europe had many countries with diverse economic 
models. He realized that while the United States needed a central bank, 
paradoxically it also required simultaneous decentralization to cope with both the 
economy and the self-defeating American political system. Aldrich appreciated 

http://s3.amazonaws.com/armstrongeconomics-wp/2013/11/Jekyll-Island-Club.jpg
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the fact that local politicians and bankers 
would attack the central banks, as they had 
the First and Second Bank of the United States. 
Aldrich introduced his brilliant plan in 62nd 
and 63rd Congresses (1912 and 1913). As 
always, the political winds changed and the 
Democrats in 1912 won control of both of the 
House and the Senate as well as the White 
House. 

The Aldrich Plan proposed a system of fifteen 
regional central banks, called National 
Reserve Associations, whose actions were to 
be coordinated by a national board of 
commercial bankers to do no more than be a 
lender of last resort as J.P. Morgan had acted 
during the Panic of 1907.  

The National Reserve Association would make emergency loans to member banks, 
they would create money to provide an elastic currency that enabled equal 
exchanges for demand deposits, and would act as a fiscal agent for the federal 
government. Congress ended up rejecting Aldrich’s idea, which was defeated in 

the House as politics superseded the national 
good. However, his outline did become a model 
for a future implemented bill. The problem with 
the Aldrich Plan was that it gave bankers control 
over the regional banks, a prospect that did not 
sit well with the populist Democratic Party or with 
President Wilson. The Democrats and Wilson were 
fearful that the reforms would grant more control 
of the financial system to bankers and the 
politicians could not meddle as they saw fit. The 
history of the First and Second Bank of the United 
States was repeating. The political economy 
cannot be divorced. 
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The need for a central bank was really far too great and even the Democrats 
recognized it behind closed doors. Eventually, the Federal Reserve Act passed 43-
25 and this altered the actual role of currency. MONEY was now becoming 
“elastic” for the Federal Reserve would issue currency notes thereby creating a 
money supply that increases and decreases as the economy expands and shrinks. 

This new “Elastic Money” would become an essential function of the Federal 
Reserve System in its early days, where it would regulate the amount of money 
supply permitted to be in circulation. This was essential due to the wild swings 
during the 19th century in the economy caused by the chance discoveries of gold 
in California, Alaska, and silver that disrupted the economy and arbitrarily 
increased the money supply with nobody in charge. 

 

The design of the Federal Reserve was actually perfect. Yes, the banks owned the 
Fed for it was to play the role of JP Morgan during the Panic of 1907. The Fed was 
authorized to buy only private paper to “stimulate” the economy lending to 
companies when individual banks would not. But with the advent of World War I, 
the government order the Fed to buy only government debt. Then under Franklin 
D. Roosevelt and his socialistic policies, he usurped the power of all the branches 
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into Washington making interest rates one policy for all dismantling the very 
purpose of having 12 branches to balance the capital flows regionally. 

Today, the government has issued debt with no intention of ever paying off 
anything. The Social Security system is restricted to only buy government debt. The 
central bank is restricted to buy only government debt. The entire financial 
structure of western society has been constructed only to support government 
debt. 
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Why Do Governments Ever 

Repay? 
 

 

hy do government sovereign debt defaulters ever repay? Unlike debt 
issued to public corporations, sovereign debt offers no legal recourse 
for creditors when a nation defaults which has at times resulted in war 

or military action. And yet, despite numerous and repeated instances of default, 
foreign creditors regularly negotiate debt settlements after sovereigns’ default on 
their financial obligations and rush right back in where only fools dare to play. 

Argentina’s 2001-2002 default on $88 billion of privately held debt by foreign 
investors is only the most recent instance of sovereign debt default and 
subsequent renegotiation that has taken place regularly over the past two 
centuries. It’s not like this was even the first time that Argentina defaulted. They 
were a very prominent defaulter in the 1890s as well as during the 1820s. Despite 
legal uncertainties and this long history of default, borrowers seem quite willing to 
continue lending anew to even the very same sovereigns that defaulted. Given 
the widespread incidence of default, what is less obvious is why sovereign debtors 
pay at all. History stands as witness; they default and still can issue debt all over 
again.  

Although it is not unheard of, outright repudiation or complete default of sovereign 
debt is rare. There have even been reparation payments imposed by the victor 

W 
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on an opponent in war, i.e. French reparations to Germany 19th century and 
German reparations post-World War I. Consequently, some economists have 
argued two broad explanations as to why borrowers repay: reputation and 
sanctions. In a widely cited paper, Eaton and Gersowitz (1981) model sovereign 
debt default and show that sovereign debtors repay because there are 
reputational costs if they renege. A country with a poor reputation might, as a 
result of default, be frozen out of international capital markets.  

On the other hand, Bulow and Rogoff (1989) argued that reputation alone is 
insufficient for explaining debt repayment; they instead model repayment by 
defaulters as driven by sanctions or the threat of them. The precise nature of 
sanctions was not specified in their model, although they suggest that an obvious 
way to punish borrowers would be through restrictions on trade credit or an 
embargo. 

 

In the United States, foreign coins were actually legal tender until 1857. You could 
pay taxes with Spanish or English coins. Everything was legal tender under the 
Coinage Act of 1857. All coinage traded really based upon metal content rather 
than premiums because of one nation being the financial capital of the world. 



Why Do Governments Ever Repay? 

31 
 

 

Napoleon had actually summoned the best minds and talents from all over Europe 
into his service. His court was deliberately filled with able men from all over Europe: 
Dutch, German, Italian, and even Polish. These foreigners worked in the highest 
offices of his imperial civil service. 

It was actually Napoleon 
who created the first 
single currency in Europe. 
He standardized the 
weight of the coins so 
that 40 francs equaled 40 
Lire in Italy and 320 Reales 
in Spain. Napoleon was 
imitating the Roman 
empire. 

In reality, Napoleon even 
crowned himself not as a 
king but as an Emperor 
who led the armies followed the Roman model. This was a reflection of 
how Napoleon rose to power, having been inspired by the Roman greats since his 
youth. Look at this painting. Napoleon had his armies of France marching beneath 
eagle standards the same as Rome. 
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Napoleon even said: 

“I am a true Roman Emperor; I am of the best race of the Caesars – those who 
are founders.” 

– Napoleon Bonaparte, 1812 

 

The real first attempt to create a fixed exchange rate was clearly Napoleon which 
inspired the Latin Monetary Union (LMU). The LMU was an attempt to create not 
truly a gold standard, but a stabilization of exchange rates. Member nations issued 
a standard coin of equal weight and metal content as to allow them to be 
interchangeable. Therefore, 20 French francs was equal to 20 Italian lire, 20 
Belgian francs or 20 Swiss francs.  

The historical experience of sovereign defaulters during the classical gold standard 
era post-Napoleonic Wars was clearly much more motivated perhaps by the 
importance of reputation in debt repayment. Under the LMU, international trade 
began to expand.  

https://www.armstrongeconomics.com/wp-content/uploads/2016/07/Latin-Monetary-Union.jpg
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Because of the LMU and the standardization of currencies, the introduction of 
bonds allowed for international investors to cross borders. When states defaults 
during the 1840s, the Bank of England held some of that debt with was an outright 
default. This impacted the debt creditworthiness of all states and the Federal 
Government of the United States especially going into the American Civil War. 

 

Obviously, there was some reputational effect, but this could also take the form as 
a contagion demanding higher interest rates from everyone connected with that 
country. The outcome of losing access to foreign capital could also be viewed as 
a “reputational sanction,” but as evidence in the United States during the 1840s, 
the creditworthiness of even the federal government was impacted by the default 
of the states. Federal bonds collapsed by 25% as part of a contagion. 

Sovereign defaulters have also run the risk of gunboats blockading their ports or 
creditor nations seizing fiscal control of their country if they defaulted. There has 
also been seizure of their assets in foreign lands.  
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Gunboat Diplomacy to 

Enforce Debt Repayments 

 

ooperation between debtors and creditors could emerge not only through 
concerns about reputation, but also through the fear of military threat. 
Either independently or in collaboration with their home governments, 

creditors could link default to non-financial penalties, such as military reprisals or 
trade embargoes. If the non-financial consequences of default are sufficiently 
severe, they might deter governments from cheating on debt contracts and 
reassure otherwise nervous investors that they could safely engage in foreign 
lending. To what extent have linkage strategies influenced international financial 
relations? This chapter moves us closer to an answer by exploring the possibility of 
linkages between sovereign debt and military power. 

The making of the international system from since the 16th century has reflected 
distinctively maritime use of power referred to as “gunboat diplomacy” strategy 
of using naval force for commercial gain. To a large extent, this has perhaps 
evolved into the threat of sanctions of blocking their access to international 
markets via the SWIFT system. 

C 
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Anyone who thinks government 
respects religion had better stop 
watching sports and drinking too 
much. There is a whole different 
reality waiting for you. Obama 
threatened to shut down the 
Catholic Church from receiving 
any money out of the USA, or 
sending any money to the USA 
unless it complied with FATCA. 
Obama, showing his true colors, 
has no respect for religion. The 
Vatican has been forced to 
comply with U.S. tax authorities, demonstrating that Obama is hunting every piece 
of loose change he can find1. This is the modern version of Gunboat Diplomacy. 

 

 
1  https://www.armstrongeconomics.com/wp-content/uploads/2015/06/FATCA-Agreement-Holy-
See-6-10-2015.pdf 

https://www.armstrongeconomics.com/wp-content/uploads/2013/03/obama-yelling.jpg
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Behind the Curtain the IMF has been running around threatening all the small 
countries that use to be tax havens to give up all the names of foreigners. Christine 
Lagarde has not skipped any even Panama. This is why she was installed as head 
of the IMF by Obama and Klaus Schwab of the World Economic Forum.  

Lagarde has abused the power of the IMF and used this institution to threaten 
nations to end tax havens. The real issue is when these people have collapsed the 
free markets globally and 
there is no more loose change 
to be found because people 
then hoard money, what will 
the IMF do then? It appears 
they simply then advocate the 
Great Reset and following the 
theories of Schwab running to 
Davos to kiss the ring of the 
leader of this new Great Reset. 
This is still gunboat diplomacy. 

 

http://s3.amazonaws.com/armstrongeconomics-wp/2014/09/Largarde.jpg
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Historically, warfare by sea has been much more than in land warfare for it used 
for commercial strategies of state, and as we have seen recently, to chase their 
own citizens seeking money offshore. 

Gunboat diplomacy has been characteristically part of the arsenal of modern 
governments since the 1890s. The only equivalent has been piracy where they 
directly sought top pillage an adversary. 

The modern day of sanctions against Russia and Iran for example and direct 
decedents from this Gunboat Diplomacy that began during the 19th century. 
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The Sovereign Debt Crisis 

 

 

here is an interesting aspect about politics. They have managed to always 
rewrite history to pretend that nothing ever happens which is caused by 
government. In high school I had to read the Great Crash in history class. It 

was all about evil corporations with no mention whatsoever of the 1931 Sovereign 
Debt defaults of governments around the world. It was clearly a Marxist 
propaganda piece which just omitted anything to do with government. 

In studying the rise and fall of civilizations, empires, nations, and city states, the one 
startling repeating factor to always emerge was the constant default upon 
sovereign debt since the beginning of recorded history. Governments have 
managed to convince people that they are just and trustworthy yet somehow, 
they will honour their debts and stocks or private debt are risky. They have rewritten 
history to omit anything about how every government has defaulted on their debt.  

There is a term that is being kicked around in secret simply called: Sovereign 
Immunity. The Constitution nowhere refers to sovereign immunity. Rather, it is a 
doctrine from English law that the Court has assumed was silently imported into 
American law since “the King can do no wrong.” This term is popping up again as  

T 
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it is being discussed with respect to state debts as we begin to see Illinois tottering 
on the edge of insolvency. Bankruptcy in the U.S. is governed by federal law and 
handled in federal courts. States are not allowed to declare it as per the U.S. 
Bankruptcy Code. With the COVID-19 crisis and the states that locked down their 
economies, are facing insolvency. Under a realistic approach, they should be 
allowed to declare bankruptcy as are cities. The alternative is to hand out trillions 
of dollars even more. The rumour was that Pelosi told the Democrats to crush their 
economies, and when Biden wins, he will bail them all out. 

Student Debt Crisis 

It was the Clinton Administration that aided the 
bankers for on October 7, 1998, when President 
Clinton signed the Higher Education Amendments of 
1998 (HEA), which provided federal funding for 
education loans at a reduced rate of interest. 
However, Clinton sneaked in the 1998 HEA two 
specific changes regarding the collection of student 
loans that is a brewing part of the Sovereign Debt 
Crisis today for students cannot discharge student 
loans in bankruptcy and 65% cannot find a job in 
what they paid for. This has funded WORTHLESS 
education at outrageous prices creating a welfare system for academics to 
propagate stuff like global warming to screw us with even more taxes, and then 
bankers can lend money to students and turn them into economic slaves for life. 

The student loan situation has gone from bad to worse. A new Jersey mother 
Marcia DeOliveira-Longinetti’s son was killed. Even after his death, the remaining 
balance of his federal student loans were written off, but not by the state of New 
Jersey. The state told her that even the death of her son was not grounds to forgive 
the loan. “Your request does not meet the threshold for loan forgiveness.” 

We are dangerously facing a Student Debt Crisis and COVID has pushed it over 
the edge. According to the Education Data organization, total Student Debt is 
now $1.68 trillion and rising as the economy turns down. As a percentage of GDP, 
this is off the charts. They will fund any degree and universities could care nothing 
about providing value for a degree.  

https://www.armstrongeconomics.com/wp-content/uploads/2016/02/Hillary-Students.jpg
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Back in 1997, like so many young lawyers and students today unable to get ahead 
because of student loans, Jennifer Rose had accumulated more than one 
hundred thousand dollars in student loans during her college and law school 
education. She was deeply in debt and unable to repay those loans on her salary 
as a law clerk and decided to file for bankruptcy. 

Rose petitioned the bankruptcy court asking it to declare her educational debts 
should be discharged. The University of Missouri, to which Rose owed a portion of 
her debts, objected, contending that because it was a state-run institution, the 
Eleventh Amendment to the Constitution barred her claim arguing that you 
cannot discharge debts owed to a state. The bankruptcy court, acknowledging 
that the state's Sovereign Immunity blocked federal jurisdiction, granted the 
university's motion to dismiss. Although Rose was entitled under federal law to a 
discharge of her debts and a "fresh start," the court declared that its decision was 
mandated by the Supreme Court's interpretation of the Eleventh Amendment in 
Seminole Tribe v. Florida, 517 U.S. 44 (1996). Seminole Tribe represents the high-
water mark of the Supreme Court's Sovereign Immunity jurisprudence. 

Prior to the Seminole Tribe decision, it was pretty much established law that states 
to whom debtors owed money would be treated like any other creditor in 
bankruptcy proceedings. After the Seminole Tribe decision, states have been 
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emboldened to object to the jurisdiction of federal bankruptcy courts on the 
ground that the Eleventh Amendment.  

It was the Clinton Administration that gave the bankers everything they asked for 
in return for also contributing to their campaigns. Even Goldman Sachs in 2016 
gave money to Hillary and prohibited its board members from donating anything 
to Trump. 

 

The Clintons snuck in the 1998 HEA two specific changes regarding the collection 
of student loans which is a brewing part of the Sovereign Debt Crisis today. The 
first relates to 11 U.S.C. §523(a)(8) and the dischargeability of student loans; and 
the second, to the enforcement of state court judgments by the federal 
government for unpaid student loans. Section 971 of the 1998 HEA eliminates the 
automatic seven-year discharge requirement of §523(a)(8). In addition, §484 of the 
1998 HEA provides that the United States may register a state court judgment for 
an unpaid student loan in federal district court by filing a certified copy of the 
judgment and a copy of the assignment or transfer.  

As such, the United States will no longer have to file a complaint to secure a 
separate judgment for an unpaid student loan that has been adjudicated by a 
state court. Of course, anyone who works for government is exempt to some extent 
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from the Draconian Clinton provisions on Student Loans. Federal employees are 
eligible to receive up to $60,000 in student loan repayments after several years by 
the government tax-free. However, this does not apply to members of Congress 
or their families. Staffers, yes. But not members of Congress.  

 

The 11th Amendment to the Constitution grants the states Sovereign Immunity and 
that means they cannot be sued which is constitutionally protected against suit 
by its citizens or citizens of another state, without its consent. This means that a 
State could default on its debt and you would have no recourse in a court of law 
or equity. As a result, there is a constitutional problem. On January 23, 2006, the 
U.S. Supreme Court handed down its decision in Central Virginia Community 
College v. Katz, 126 S. Ct. 990 (2006) holding that a state cannot assert its Sovereign 
Immunity as grounds to block the avoidance of a preferential transfer to a state 
agency under § 547(b) of the Bankruptcy Code.  

However fair the outcome may be, the rationale of the Court cannot be 
reconciled with its prior decisions addressing Congress's ability to waive state 
Sovereign Immunity under its Article I powers. Indeed, the Court's theory of implied 
waiver does little to justify why there should be a "bankruptcy exception" at all. 
Nevertheless, Sovereign Immunity in its purist form could shield a governmental 
entity from all and any liability with a default on its debt. Indeed, a Lender seeking 
to collect uncalled capital commitments contractually owed by the Investor to 
the Fund as a state will raise serious creditworthiness review of governmental 
Investors only when the crisis hits. We can expect Sovereign Immunity will impact 
the enforceability against states in a debt crisis. 
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US Debt v the World 

So many people just focus of the U.S. debt saying $27 trillion means it must go bust. 
What they fail to look at is that world debt is now approaching $300 trillion. The 
United States National Debt is less than 10% of world debt when the United States 
also has the largest individual economy.  

 

Under the Trump Administration, the US economy as a percent of global GDP has 
bounce back up to about 17% after dropping to its lowest point following the 
2007-2009 Financial Crisis and the Obama Administration. 
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If we look at just public sector debt which is typically unsecured, that exceeds $80 
trillion, the US public debt amounts to less than 33% or world public debt. This 
actually illustrates the problem behind the dollar. As Europe failed with the Euro, 
Japan is the worst indebted on a GDP level of about 242%, China and Russia are 
not ready for prime time, the U.S. debt market is the only viable place to park big 
money. The negative interest rates adopted in Europe which began in 2014, failed 
to stimulate the economy while just adding to the pile of debt. 

Core Economy 

 

Moreover, the dollar is the reserve currency and that remains a critical issue for the 
core economy is never the one to meltdown first. All major debt crises have begun 
in the peripheral economies and moves inward. Interest rates rise the further you 
move away from the core economy or in other words the Financial Capitol of the 
World. Hence, as the sovereign debt crisis unfolds, it will be the dollar which will be 
the last to collapse, not the first. The dollar-haters are just so biased and prejudiced 
they fail to understand history. Illustrated here is the progression of interest rates as 
the core economy shifted from Egypt to Greece and then Rome between 200BC 
and 100AD. 
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 have been warning that we face an unprecedented collapse in world social 
structure. This is really the collapse of Marxism and because it is collapsing, 
these people are making a major fight to take over the world. Government 

have funded these social programs with endless borrowing with no intention of 
ever paying anything off. It is like a 
game of musical chairs and when the 
music stops, those holding debt will 
suddenly lose everything. 

When 1931 came, sovereign debt of 
many nations was listed on the New 
York Stock Exchange. What made the 
Great Depression really so serious was 
not the stock market crash, but the 
collapse of the bond markets. 

I 
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I have warned that it is socialism that is collapsing and some people say I am 
wrong it is capitalism. In fact, governments have run out of options. They have 
artificially reduced interest rates to negative in a desperate try to stimulate the 
economy using Keynesian Economics which has utterly failed. However, in the 
process, they have destroyed the bond markets in Japan and Europe. At this point, 
they have conspired to create this pandemic from a virus which they may have 
even created in a lab. Nevertheless, this virus is not that lethal to warrant shutting 
down the world economy. It has provided the cover to just create money like it is 
going out of style. 

The left is always becoming aggressive for their very philosophy is one of 
intolerance. They cannot live in a world of freedom of the individual. The needs of 
the whole outweigh those of the individual. Therefore, the left will always create 

revolution because they cannot live in a 
world of diversity and freedom of the 
individual. They plainly cannot tolerate 
different views. 

The middle of the road is based on a 
philosophy of you leave me alone and I 
will leave you alone. But the left sees 
everything as unfair. They take no 
responsibility for themselves and always 

blame others. Even if you look at education, they teach minorities that they are 
inferior telling them that they are suppressed rather than teaching them they can 
be whatever the desire. 

With socialism dying, the left has made a major effort to seize control of everything 
as they always do. The promises they use to 
enlist the people are only fantasies. They are 
impossible to become reality. Still, they have 
always managed to enlist believers who then 
fight against their own self-interest with 
promises of equality. As in Russia, when they 
seized all private property, food production 
collapsed. It was the farmer who knew when 
to plant and when to rotate crops. 
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Bureaucrats had no such knowledge and that 
mistake alone resulted in over 7 million deaths. 

They are being championed by Thomas Piketty 
the French Communist economist and the World 
Economic Forum of Klaus Schwab claiming that 
the problem with everything is the disparity in 
income. They fail to be objective and look at 
both taxation and schemes of forced savings. It 
was the French who invented communism and 
convinced Marx that socialism was not good 
enough.  

Communism emerged during the French 
Revolution. It was an experiment known as the 
Parisian Commune of 1793. Marx was introduced 
to the idea whereas he had been at first just a 

socialist. He was converted to communism whereby the government owned all 
property compared to socialism where you own, are taxed and regulated to 
prevent you from doing what you would like to do without government permission. 

 

On June 24, 1997, I debated Steve Forbes and Governor James Florio over taxes. 
Steve was championing the Flat Tax, Governor Florio tax the rich, I advocated 
abolishing the income tax and adopting the indirect retail sales tax in line with the 
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Founding Fathers rather than Karl Marx. I stunned Governor Florio when I pointed 
out that the payroll tax was borrowing from the poor any robbing them of even 
interest on the excess money. He had no come-back. Governments then seize the 
money of the poor and middle-class forcing payment into Social Security and 
then they invest only in government bonds where they lower interest rates to 
stimulate the economy. Most people today pay more in Social Security than they 
do in income tax. 

  

What we must understand is Klaus Schwab’s World Economic Forum is pushing his 
Great Reset – “You will own nothing, and be happy” but also for the overthrow of 
the United States passing all power to the 
United Nations. He is preaching outright 
communism. Socialism allows you to still own 
property and tries to redistribute your income 
to others. Communism reduces you to an 
economic slave and the state owns everything 
like Russian serfdom. Schwab and Piketty are 
behind this part of the Great Reset. Bill Gates 
wants to reduce the population, and George 
Soros wants a one-world government headed 
by the United Nations. 



The Sovereign Debt Crisis 

50 
 

 

The sovereign debt crisis has reached a global scale which is unprecedented in 
recorded history. This COVID-19 shutdown has pushed the debt system over the 
edge. Even British Gilts turned negative for the first time in history at the hand of 
the market.  

The Federal Reserve has been trying to save the day supporting the REPO market 
and providing lines of credit to other central banks. Yet this has proven to be even 
beyond control for the Fed. We are looking at a massive crisis in debt and it does 
not appear that debt will be able to survive. Over 100 countries have asked the 
IMF for help already thanks to this COVID manufactured pandemic. It appears 
that this COVID Crisis has been created as cover for the collapse of the Sovereign 
Debt. Government cannot repay the date nor are they able to sell debt at such 
low interest rates beyond short-term. 

The only way out is to default. In that respect, they risk governments collapsing as 
people would riot losing pensions and savings. The only way to pull this off is to 
replace everything with Guaranteed Basic Income and they have bee listening to 
Piketty and Schwab seriously and to contrive Communism 3.0. 

In the early stages, they will try to accommodate the Bill Gates and George Soros 
who think that they can achieve their goals and retain their wealth. But this system 
cannot survive being just a little-bit pregnant. To end government borrowing then 
need more than just Modern Monetary Theory. They need indeed a complete 
reset. 

https://d33wjekvz3zs1a.cloudfront.net/wp-content/uploads/2018/02/Sovereign-Debt-Crisis-Begins.gif
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I am deeply concerned that too many people are totally blind to the truth. They 
think in the United States that this election is just about Biden v Trump. These are 
the World Economic Forum’s 8 predictions for 2030 which includes the surrender 
of the United States to the United Nations – they just say the US will no longer be 
the world Superpower. They will end eating meat, hence Gates’ investment in 
meat alternatives, will make fossil fuels history which is why Biden said in the last 
debate he will end the fossil fuel industry and he will rejoin the United Nations. 

 

 

1. “You’ll own nothing” — And “you’ll be happy about it.” 
2. “The U.S. won’t be the world’s leading superpower” 
3. “You won’t die waiting for an organ donor” — They will be made by 3D printers 
4. “You’ll eat much less meat” — Meat will be “an occasional treat, not a staple, for 

the good of the environment and our health.” 
5. “A billion people will be displaced by climate change” – Soros’ Open Borders 
6. “Polluters will have to pay to emit carbon dioxide” – “There will be a global price 

on carbon. This will help make fossil fuels history” 
7. “You could be preparing to go to Mars” — Scientists “will have worked out how to 

keep you healthy in space.” 
8. “Western values will have been tested to the breaking point.” – “Checks and 

balances that underpin our democracies must not be forgotten” 

https://www.armstrongeconomics.com/wp-content/uploads/2020/10/Schwab-you-own-nothing.jpg
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 This is the agenda that has been set in motion by this fake COVID-19 Pandemic 
which was instigated by these people and the lockdowns were intended to crush 
the economy, set it in the direction of nationalizing all industry, and wipe out small 
business. In Marxist philosophy, the bourgeoisie is the small business or social class 
that came to own the means of production during modern industrialization. Marx 
argued that the bourgeoisie were concerned only with the value of property and 
the preservation of capital to ensure the perpetuation of their economic 
supremacy in society. This is precisely why they are pushing extended lockdowns 
that by September 2020, had already destroy between 10% and 33% of small 
businesses depending where you are. The big cities like London and New York 
have lost 33% of their small businesses and a second wave of lockdowns to wipe 
out Christmas where many small 
businesses did up to 40% of the 
annual profits. 

The lockdowns are altering the 
economy drastically reshaping it 
into the former East Germany. In 
addition, travel will be restricted 
without passports that will require 
vaccines. Again, vaccines are not 
the real objective, it is to end the 
freedom of movement. In East 
Germany when I went behind the Berlin Wall to observe first hand, people were 
assigned living quarters. They were not permitted to move without applying for 
permission from government. 

In Germany, you are not allowed to travel or stay in a hotel unless it is for business. 
Germany has already begun to adopt the old East German prohibition on travel 
within the state. Insofar as international travel, the EU will require visa even from 
Americans starting in 2021 and they will attach to that quarantine and vaccine 
requirements. They will deliberately kill the tourism industry in Europe all because 
they fear civil uprisings. In a video conference held October 28, 2020, Chancellor 

Merkel said that “Contact tracking 
can no longer be guaranteed” and 
this a total lockdown was required. 
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They are also using the Climate Change argument to justify ending fossil fuels. This 
reduces air travel and shrinks the world economy which is their objective to back 
to at least the early days of the Industrial Revolution. They will use the same sales-
pitch as Lenin that socialist allows for the superrich to remain in control. This is why 
Communism 3.0 will be the answer. 

Yes, they are moving from socialism where you still own something to communism 
where the government owns everything. It is no coincidence that Piketty is behind 
this in league with Klaus Schwab. Communism began in France. They sold the idea 
to Karl Marx which was first a socialist. This is why they needed to remove Trump 
at all costs. 

Governments have known that the 75-
year-old financial system of perpetual 
borrowing was coming to an end. 
Britain’s David Cameron publicly stated 
upon the conclusion to the 2014 G20 
meeting in Brisbane, Australia on 
November 17, 2014, that a second 
financial crash was imminent. He stated 
that the “red warning lights are flashing on the dashboard of the global economy” 
in the same way as when the financial crash brought the world to its knees 2007-
2009. Cameron was quite frank, and warned that there is now “a dangerous 
backdrop of instability and uncertainty.” He further commented that the Eurozone 
economy was slowing down, and this would impact trade and employment as 
exports and manufacturing declined. That prompted many emails since it 
suddenly mirrored our forecast. 

http://s3.amazonaws.com/armstrongeconomics-wp/2015/05/Cameron-G20-2014.jpg


The Sovereign Debt Crisis 

54 
 

 

Governments have known since the failed negative interest rate attempt in 2014 
that the global financial system was doomed under Keynesian Economics. They 
have refused to address any reform because that might reduce their power. 
Therefore, this Great Reset is a way to kill the economy and our freedom because 
it was about to collapse anyway.  

This is the real danger we face being promoted by the World Economic Forum 
and its vision for a New Communist Green World Order they call the Great Reset. 
It is an amalgamation of Gate’s population reduction, Soros’s one-world 
government, and Schwab/Piketty’s move to impost Communism 3.0. The press has 
joined this grand conspiracy against humanity listening to all the old promises of 
inclusion and equality. But should A students be reduced to a C student so the F 
student is raised to C and everyone is equal with inclusion? What if this involves 
medicine? Do you want a heart surgeon who really had the F but was passed with 
a fake C because it would be unfair if he got an F when others get an A? 

No matter how many have tried to recharacterized Marxism as Schwab and 
Piketty are doing once again, their goals have led to outright class warfare that 
has resulted in more deaths than religious wars. Just glance at the Communist 
Revolutions in Russia and China. The twentieth-century Socialist movement was 
the bloodiest of all wars. It is generally estimated to have resulted in the deaths of 
about 61 million in the Soviet Union, 78 million in China, and roughly 200 million 
worldwide. 



The Sovereign Debt Crisis 

55 
 

 

Klaus Schwab is the new Karl Marx. This is 
the greatest organized conspiracy in 
human history and the press is 
welcoming it with open arms as the New 
York Times did in 1933 with Joseph Stalin 
cheering Communism as equality. You 
will own nothing in 10 years, but you will 
also have no rights. – Papers Please! Do 
you have permission to travel? 

Never will government reform and that is 
what is necessary to survive the turmoil 
coming our way. They have chosen the 

Great Reset and are trying to implement it in phases knowing that the people will 
rebel. 

They have been planning this since 2015. Obama’s conspiracy against Trump 
during the 2016 election was a deliberate ploy to seize the White House at that 
time. Hillary will do anything if you pay her enough. 

They also moved to take over the IMF. Obama and Schwab handpicked Christine 
Lagarde to head the IMF and it is highly suspicious that IMF Managing Director 
Dominique Strauss-Kahn was forced to resign as a staged maid in NYC said he 
raped her only to find out it was all a hoax. Strauss-Kahn had to be removed. There 
is no such thing as coincidences in politics where money is at stake. 

The people have no right to vote on anything the IMF does. It is not beholding to 
anyone. The IMF began threatening tax havens to give up everyone or they would 
be blocked in the Swift System from dealing in the world financial system. That was 
accomplished, and then the IMF has supported Schwab’s Great Reset. Yet 
Lagarde was then moved to the head of the European Central Bank. At the same 
time, she has remains on the board of the World Economic Forum. 

They will end borrowing and government debt as we have known it. They system 
is dead and they are trying to hide the body in plain site like Weekend at Bernie’s. 

https://www.armstrongeconomics.com/wp-content/uploads/2020/10/Schwab-Klaus-World-Reset.jpg
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Conclusion 

 

he Sovereign Debt Crisis began with the turn in the Economic Confidence 
Model 2015.75. Interest rates had been lowered to negative by the 
European Central Bank (ECB) in 2014. The failure of that policy has brought 

down the entire theory behind Keynesian Economics. Governments and central 
banks have lost complete control and there is nothing they can do to regain that 
control over the economy absent authoritarianism. 

The Repo Crisis was not about showering money upon the economy in an effort 
to “stimulate” the demand. It is the beginning of what we warmed would be the 
Mother of All Financial Crises. The greatest risk has been the emergence of this 
Great Reset for central banks used to be in control of the economy with short-
term rates to impact demand. The US banks withdrew from the REPO market 
beginning in August 2019. They forced the Federal Reserve to step in primarily 

because Europe vowed not to 
bailout any banks and as such no 
American bank would deal with the 
Europeans fearing they would be 
stuck overnight in the same manner 
as the Lehman Brothers and Bear 
Sterns crisis of 2007-2009. The Fed had 
to become the market-maker. 

T 
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I have been warning that our greatest danger that we 
face is waking up to the realization that central banks 
can no longer control the economy. Once that is 
understood in the marketplace, the fun and games will 
begin. 

There are those who claim the Fed is engaging in 
Quantitative Easing because their balance sheet has 
increased. They point to the Fed buying $60 billion of 
Treasury bills per month, but completely fail to 
understand these are short-term T-Bills and not long-
term debt. The Fed has simply been trying to keep short-term rates from rising, 
which is an entirely different purpose as distinguished from Quantitative Easing to 
“stimulate” the economy.  

Clearly, the Fed is trying to prevent short-term rates from rising, demonstrating that 
they are also losing control of the short-term rates. The 2007-2009 QE was an 

attempt to "stimulate" the 
economy by purchasing long-term 
bonds in hopes of lowering long-
term rates. They assumed, wrongly, 
that by reducing the supply of 
long-term bonds, the banks would 
then be encouraged to lend into 
the mortgage market helping real 
estate. Their wishful thinking never 
materialized. 

This time the Fed is clearly trying to 
prevent repo rates from rising to 
10% or higher again because the 

banks do not trust banks. We are witnessing the Fed trying to maintain control over 
the benchmark short-term interest rate it uses to guide monetary policy. They are 
not "stimulating" the economy, bailing out banks, or buying US debt because 
others will not. Those are all nonsense excuses. 
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The Repo Crisis has nothing to do with the economy domestically in the United 
States nor is its Quantitative Easing to stimulate the economy by buying in debt. 
The Fed is desperately trying to prevent short-term rates from rising when we are 
at a 5,000-year low in interest rates. This is a battle for control they cannot win. 

We must be aware, as we head into year-end, our point of focus should once 
again be on the repo market. We must keep in mind that the effects of the 
overnight repo are not exclusively limited to the fixed-income market. The repo 
rate has the potential to escalate and influence all markets, which is why the Fed 
has stepped in. When institutions need money, they sell what they can and not 
what they should. The repo rate can impact equity derivatives, FX forwards, as well 
as fixed-income and commodities. This has the potential to lead to absolute 
confusion.  

During September 2019, we saw the overnight 
rate climb to 10%, but because of Fed 
intervention, rather than the subsequent rate 
cut, the crisis did not spread to the mainstream 
headlines since most never heard of repo until 
September 2019. By year-end, mainstream 
headlines were aware of Repo Crisis and the 
narrative had to be shifted quickly to the 
Corona Pandemic. 
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Just like a small business that keeps expanding, those in government do the same 
thing except it consumes money never creates anything. Socialism is not about 
helping the less-fortunate. It is about keeping government in power claiming they 
are looking after you because they care. Even Lenin recognized that Socialism 
was false promises that kept the rich and powerful in power.  

Government keeps expanding in size and then they promise themselves lavish 
pensions with healthcare that the average person could never afford. Those who 
worked directly and indirectly for government, 
federal state, and local, rose from 22% to 33% 
between 1900 and 1980.  

Under Socialism, there will never be enough 
money to go around because pensions will 
continue, workers will retire, they will hire 
replacements and the size of government will 
grow exponentially until this bubble bursts just 
as a speculative bubble in stocks – there is no 
difference! This is a bubble in government! 

http://s3.amazonaws.com/armstrongeconomics-wp/2013/11/capitalism-vs-socialism.jpg
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When we look at the state and local level, we can see that the percentage of 
the civil workforce employed by government varies greatly state by state. It will be 
about 10% to as high as 25%. Across the U.S., nearly 24 million people—a little over 
15% of the workforce—are involved in military, public, and national service at the 
local, state and federal levels. Of this number, approximately 16 million are 
employed in state and local governments.  

The federal government numbers include active duty military personnel and U.S. 
Postal Service workers. The U.S. military has about 1.4 million active duty service 
members and another 800,000 reserve forces. There are approximately 800,000 
postal workers. Beyond the military and the postal service, 2 million people—just 
over 1% of the U.S. workforce or 0.6% of the total population—are permanently 
employed by the federal government. More than 70% of the federal workforce 
serves in defense and security agencies like the Department of Defense, the 
intelligence community agencies, and NASA. 

This does not include indirect employment producing things such as military 
hardware in defense or the retired government workers. 
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The problem which is masked by the numbers is the fact that one-third of federal 
workers will retire by 2025. For every worker who retires, they must be replaced. The 
cost of funding their pensions add to the 
burden of fiscal management. Even take a 
city that has 50 police. At least 16 will retire 
in the next 4.3 years so the budge of towns 
will explode and they cannot print the 
money as what takes place federally. This 
means that taxation must rise sharply 
between now and 2024. 

These are the real decisions behind the 
curtain providing incentive to politicians to 
create this crisis to change the financial 
system with this Great Reset. It will allow 
them to claim viruses to climate change as the excuse why pensions have to be 
abolished. They are intending to replace these with Guaranteed Basic Income. 
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There is just never any end in sight to the bull market in taxation until the bubble 
bursts and the people rise up creating the next revolution. That is ALWAYS the 
historical outcome unless they can find an external enemy to create war to hide 
their defaults. 

Indeed, 2015.75 was the turning point 
to the start of BIG BANG. We 
reached the bottom of that wave on 
January 18, 2020 and like clockwork, 
they manufactured this pandemic 
which they will continue into 2022 in 
order to suspend elections in Europe 
to push forward this Great Reset.  

The extreme left has stolen the 
election from Trump because this 
was vital to this “new normal” which 
will be masks, social distancing, and 
the end of free movement. This is why 
our computer is showing a major 

political revolution in the United States by 2022. Welcome to BIG BANG. 

http://s3.amazonaws.com/armstrongeconomics-wp/2014/08/Mississippi-Bubble-Etching.jpg
https://d33wjekvz3zs1a.cloudfront.net/wp-content/uploads/2013/12/ECM2015-2020.jpg
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This is the screen of our forecasts from the 1998 World Economic Conference, 
which even appeared in the movie the Forecaster. This is the slide listing the 
sequence of events. People often wonder how we make accurate long-term 
forecasts. Such forecasts are only possible with a vast database. So, for all those 
who are trying to copy our forecasts the real question is how will you do this without 
data? 

We had put out that 2016 was the first opportunity for a 3rd Party president in the 
USA. That was right on target as well – 31.4 years from the start of this wave – 
1985.65. Consequently, 2015.75 was also correct and now we face indeed the 

Mother of All Financial Crisis because 
we are doing battle against the 
extreme left. Keep in mind that world 
leader goes to Davos to kiss the ring of 
Klaus Schwab as if he is the Financial 
Pope of the world. Just look at what 
world leaders attend even if he is still 
able to hold his conferences which 
seem to be impossible from 2021 
forward. 

https://d33wjekvz3zs1a.cloudfront.net/wp-content/uploads/2015/06/Tok98SlideForecast.jpg
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TIMING – WHEN? 

It is no longer a question of “IF” just simply “WHEN” will the Sovereign Debt Crisis 
explode. We can see it evolving slowly like watching grass grow. When we look at 
the matrix of debt arrays from around the world, we see two primary focal points 
emerging – 2022-2023 and 2025-2027 period. However, it appears that 2020 was 
a critical turning point and with the COVID manufactured crisis, government have 
been pouring money out in preparation for the idea of a Sovereign Default. 

The prospects of the first target of 2020 providing the crack in confidence is likely 
for these countries are moving rapidly to implement the Great Reset intentionally 
destroying the economy. The coup against Trump in the United States has 
overlooked a serious problem. The political class have attributed this new age of 
populism to Trump personally. What they totally fail to understand is that this has 
been going on for some time. 
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In 1992, Ross Perot (1930–2019) ran unsuccessfully as an independent candidate 
for President of the United States. He was tapping into what people now call 
“Trumpism” where it became fashionable to wear a Perot button walking around. 
I recall being surprised but when I would talk to people, they were clearly making 
a protest statement. Patrick Buchanan (born 1938) Buchanan was an assistant and 
special consultant to U.S. Presidents Richard 
Nixon, Gerald Ford, and Ronald Reagan, and 
was an original host on CNN's Crossfire before 
CNN went into the Disneyland of Marxism. 
Buchanan sought the Republican presidential 
nomination in 1992 and 1996 and then in 2000, 
he ran on the Reform Party ticket. 

Indeed, this populist anti-establishment current 
stretches back beyond Pat Buchanan and Ross 
Perot. It was there in the campaigns of Barry 
Goldwater, George Wallace, Huey Long, 
William Jennings Bryan, and even Andrew 
Jackson. This is by no means just “Trumpism” 
and it has existed in both parties. 
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 Then there was the Tea Party which demanded the 
Contract from America. It was a legislative agenda 
created by conservative activist Ryan Hecker with the 
assistance of Dick Armey of FreedomWorks. Armey 
had co-written with Newt Gingrich the previous 
Contract with America which had been released by 
the Republican Party during the 1994 midterm 
elections. The Contract from America was met with 
some support within the Republican Party, but it was 

not broadly embraced by GOP leadership. 

It was the 2010 midterm elections when the New York Times identified 138 
candidates for Congress with significant Tea Party support, and reported that all 
of them were running as Republicans. The Wall Street Journal – NBC News poll in 
mid-October showed 35% of likely voters were Tea-party supporters, and they 
favored the Republicans by 84% to 10%. The first Tea Party candidate to be elected 
into office is believed to be Dean Murray, a Long Island businessman, who won a 
special election for a New York State Assembly seat in February 2010. 

For the 2012 election, four of the 16 Tea Party candidates won a seat on the 
Senate, and Tea Party Caucus founder Michele Bachmann was re-elected to the 
House. John Boehner who was the 53rd speaker of the United States House of 
Representatives from 2011 to 2015 tried to dictate to the newly elected 
Republicans from the Tea Party. There was the introduction upon arrival like at 
college. The newly elected were told they will vote the party line. The Tea Party 
people said no. Therein began the 
crack that divided the Republic Party in 
two.  

Boehner left Congress because he 
could not control the Tea Party and 
joined the Lobby firm of in September 
2016, Squire Patton Boggs. It is what the 
Republicans still ignore and they dismiss 
it calling Trumpism. But this trend has 
been in motion a long time and it has 
even been bipartisan. 



Conclusion 

69 
 

 

The Sovereign Debt Crisis is being addressed by Klaus Schwab and his World 
Economic Forum video on 8 predictions for 2030 which includes the surrender of 
the United States to the United Nations in addition to Communism 3.0 – You will 
own nothing and you’ll be happy.  

What people do not understand is that this is not a proposal that is for your benefit. 
But they are counting on the majority of people to be sheep and just too stupid 
to figure out the truth behind the slogan and the motive. By proposing to wipe out 
all your debt on mortgages, student loans, and credit cards, the real reason is that 
this is the mask to hide the fact that government will default on its debt. Historically, 
debt is usually wiped out in war. The new government refuses to acknowledge the 
debt of the previous. Even the United States never paid off the debt owed by its 
predecessor – the Continental Congress. Therefore, claiming you will own nothing 
an be happy because they will relieve you of all debt and ownership is a smoke 
screen to hide the Sovereign Default of nations. 
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Klaus Schwab has been promoting his World Economic Forum at DAVOS since 
1987 using this as the means to sell his agenda of Communism 3.0 and claiming 
that companies should now take care of society he calls “stakeholders” and not 
its shareholders. This is an idea which emerged in 1932 before there were social 
programs. Once government stepped in, his stakeholder economics produced the 
worst people of performance in stock market history as well as economics. His 
Agenda 2030 has fooled many for he has kept the details vague. 

1. “You’ll own nothing” — And “you’ll be happy about it.” 
2. “The U.S. won’t be the world’s leading superpower” 
3. “You won’t die waiting for an organ donor” — They will be made by 3D printers 
4. “You’ll eat much less meat” — Meat will be “an occasional treat, not a staple, for 

the good of the environment and our health.” 
5. “A billion people will be displaced by climate change” – Soros’ Open Borders 
6. “Polluters will have to pay to emit carbon dioxide” – “There will be a global price 

on carbon. This will help make fossil fuels history” 
7. “You could be preparing to go to Mars” — Scientists “will have worked out how to 

keep you healthy in space.” 
8. “Western values will have been tested to the breaking point.” – “Checks and 

balances that underpin our democracies must not be forgotten” 

https://www.armstrongeconomics.com/wp-content/uploads/2020/10/Schwab-you-own-nothing.jpg
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Schwab has joined forced with Bill Gates and George Soros merging their agendas 
into his grand scheme to reduce the population and bring CO2 to zero, as well as 
Soros’s open society which is a one world government placed in the hands of the 
United Nations. With this tripartite, they have bribed their way to the top gathering 
all the support of heads of state who realize that the game of borrowing forever 
with no intention of paying back has brought their socialist policies to the brink of 
default. 

The have been using the lockdowns to reduce the CO2 and the vaccines to sort 
out the resistance from the sheep. This COVID-19 Pandemic with 1 million dead in 
the world and 20 million Americans infected, pales in comparison to even the flu 
of 2009 when 60 million 
were infected no less 1969 
when 4 million died around 
the world.  

This is the real danger we 
face – World Economic 
Forum and its vision for a 
new Communist Green 
World Order. Our computer 
model projects that their 
manipulation of society will peak out by 2022 but the real danger is they people 
have set in motion an economic contraction of the entire world economy. This is 
a global depression they have deliberately created and they claim they will 
destroy the economy, but Build-Back-Better with a new green environment. 
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This is most likely the target for the debt side of the crisis is as early as 2022 with the 
potential to extend into the post-2024 period. Government have run out of time. 
They have been borrowing year after year with no intention of paying anything 
back. 

Sorry – this monopoly game is over. 


