
At the end of January financial markets recorded a 

momentous event: the Dow Jones Industrial Average  

set a new record, hitting 20,000 points for the first  

time in history.  After that, it continued to 

climb, shattering record after record. 

At the beginning of March, it broke 

21,000 points.  Meanwhile, the NASDAQ 

and S&P 500 have been on the rise as well, 

setting and breaking their own records over the 

last few months.

What does this mean?  Well, some people are heralding  

this new surge in the markets as the official benchmark  

of full recovery from the 2008 crisis.  Donald Trump 

claims that his administration has inspired a new  

confidence in the markets, and that it’s a sign of financial 

prosperity ahead.

The Markets Reached an All-Time High 
– Why That Spells Disaster

In reality, though, it means you should be worried.  

These record highs aren’t a sign of economic strength, but 

rather the opposite.  They’re the result of a bubble, created 

by easy money and buoyed by a misplaced confidence in 

the strength of the economy.  When the bubble bursts, 

markets will come crashing down again, creating a 

crisis that may be even worse than the one in 2008.
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For the Dow, that translates to a more than 200-point 

drop, not exactly what anyone wants to see. 

     

     

The Writing on the Wall
The most important thing to remember in the face of  

declining stock markets is that this is just the beginning.  

A 1% plunge is significant, but it’s by no means the worst 

we’ll see.  The Dow is still well over 20,000, which until 

January, was higher than it had ever gotten.

This is part of a common pattern that often precedes a  

market collapse.  Once the stock market tops out at a 

certain number, it slumps down to what it was in previous 

weeks and months.  As the realization that the economy 

is in a bubble becomes more and more obvious, people  

scramble to get out of the market, which can trigger  

panics, mass selloffs, and huge stock market drops.  If  

recent events are any indication, we may be just around  

the corner from another major economic correction.

When the Bubble Bursts
When the markets start to break records, it tends 

to lull people into a false sense of security.  People 

jump on the good news bandwagon and proclaim how  

wonderfully the economy is doing.  But it’s important to 

note that nearly all the stock market crashes we’ve had 

over the last 100 years have been preceded by record  

highs.  It happened in 1929, in 1987, in 2001, and of course, 

in 2008.

The problem is that markets reaching those levels is 

unsustainable.  False confidence in the markets drives 

the numbers up further and further.  The bubble feeds 

on itself, creating a sense of euphoria.  The truth of the 

matter is, the higher the markets climb, the further 

they can plummet, and the worse things will be when 

they finally do.

We got to see just a taste of this just recently.  Both 

the Dow and the S&P 500 fell by more than 1% in mid-

March, breaking their winning streaks.  This might not 

seem like much, but in a single day, it can be devastating.  
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consumer demand, rather than through dictates of 12 

people in Washington. 

The Federal Reserve has taken upon itself the job of  

implementing financial stability, but in reality that 

is just another step towards its total control over our 

economy.  The Fed has caused this market bubble, it 

will likely cause it to burst, and then it will try to fix 

its mistakes by engaging in the same mistaken policies 

that got us into this mess in the first place.

       

The Fall and Rise of the 
Interest Rate
In December of 2008, not long after the crash, the  

Federal Reserve voted to lower its target interest rate to 

effectively 0%.  The hope was that, by making it free 

for the banks and credit unions to borrow money, it 

would stimulate bank lending and help the economy 

to recover.  They left the rate there for 7 years.

The Dow and the Fed
One of the reasons for this economic instability is the 

Federal Reserve System.  The Fed’s “experts” look at 

high stock market prices as a proxy for a strong economy.   

So the Fed decided to begin raising interest rates, 

which they did yet again in mid-March. 

The problem is, though, that, as we’ve seen, that 

strength is only an illusion.  The markets are actually in 

a very precarious situation, and further interest rate 

hikes may expose the underlying weaknesses that 

will bring the economy to its knees. 

I have said for decades that the Federal Reserve should 

not be in charge of interest rates.  It is nothing more than 

central planning, and just the Soviet Union’s central  

planning came crashing down, the Fed’s central planning 

will do so too.  Interest rates are prices, just like the price 

of bread or shoes, and those prices should be dictated 

by the market.  They should rise and fall naturally with  

“The bubble is going to burst.”
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Then in December of 2015, they raised the rate by a 

quarter of a percent.  In December of 2016, they raised  

it by another quarter percentage point, with a projection  

of three more rate hikes in 2017.  The first of those  

happened in March, bringing the rate up to a range of 

0.75-1%.

Twelve people have the power to vote on interest rates for 

the entire country.  Their decision is supposed to be based 

on data that indicates a strengthened economy, but in  

reality the Fed’s rate-setting is more art than science.  

Even when economic data seems to show growth and  

stability, the economy is often still on shaky ground, 

and the Fed fails to realize that.  Their decisions to raise 

or lower interest rates are arbitrary, and often just plain  

wrong.  Markets don’t like rate hikes either, and the  

sudden plunge in the stock market just after their latest 

rate hike is proof of that.

What Happens When Interest Rates 
Go Up?
When the interest rate goes up for banks, they necessarily 

raise the rates for the rest of us too.  This means higher 

mortgages, higher credit card interest, and higher student  

loan rates.  That in turn translates to less disposable  

income for the average American household.  For  

American households that are already suffering from 

high debt levels and that never really recovered from 

the last crisis, higher interest rates will lead to many 

more bankruptcies and foreclosures. 

This is what’s on the horizon for us right now.  We’ve 

seen the first taste of it as the markets have taken a 

dive, but the worst is yet to come.  As the Fed continues 

to meddle with an unstable economy, the markets will 

come crashing down, and recession will ensue.

What to Do
Unfortunately, the events that have been set in motion, 

causing these market highs and the subsequent decline, 

can’t really be undone.  The bubble is going to burst.  

The only thing you can do is protect yourself.

“As the Fed continues to meddle with an unstable 
economy, the markets will come crashing down, 

and recession will ensue.”
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The way to do that is with gold.  Gold is the ultimate 

safe haven.  It doesn’t have the volatility of the stock 

market, and though in the short term it can go up or 

down, in the long term, it trends upward.  In fact, it generally 

rises as the stock market falls.

What this means for you is that, when the bubble bursts 

and the market crashes, you have something to fall  

back on.  Your stock investments may be lost, but 

you won’t lose your nest egg.  Your gold investment 

will provide you with a cushion, to help you weather 

the storm and maintain your retirement savings.

“...when the markets go down,  
gold tends to go up, making it  
a great safe haven to protect  
your investments.”

To learn more about how to protect yourself and your 

investments, click here to receive your guide to gold 

and silver IRAs.  It will show you what you need to do to 

protect yourself against market volatility, recession, and 

other economic disasters.

You’ll also be signed up to receive my weekly reports 

on economic issues that affect retirees.  Plus, you’ll get 

instant access to the full archive of my existing reports.

Don’t be lulled into a false sense of security by these market 

highs, and don’t wait until they start plummeting to take steps 

to protect yourself.  Secure your portfolio with a safe 

haven now, and you’ll be ready once the bubble bursts.
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