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TRENDS & FORECASTING

Plug-and-Play Tyranny Is On The Rise Worldwide

By Nicholas West

Just about everyone has heard the term “plug and play.” It’s a
term used in computing for a series of differing components that
can utilize the same architecture in order to better automate and
stabilize processes, as well as create uniformity of performance.
The term is also useful to describe any system, technical or
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otherwise, where components (or people) can be removed and
replaced so that the greater purpose and design can continue
unimpeded. It occurred to me that plug and play is a particularly
apt term for the architecture of tyranny that we are seeing take
over the globe. I believe it also might be useful for quickly
identifying trends as they are developing in order to judge the
threat(s) they present to our personal freedom.

All of the components making up local governments and their
citizens are being reordered, and in many cases replaced, to
ensure that a centralized architecture can easily transform
yesterday’s (mostly pseudo) democracies into full-blown tyrannies
nearly overnight anywhere in the world.

The most glaring example of this was, of course, the Covid
hysteria that reduced constitutional rights and human rights in one
fell-swoop. However, this wouldn’t have been possible without a
previous framework to draw upon, namely the international health
organizations which had been given the ability to dictate policies
to sovereign territories, especially in the case of emergencies.
Although gaps have popped up where litigation has since
revealed these policies to be legal violations in many cases, the
damage already has been done, precedents set. Instead of
permanently walking back these gross violations, the psychopathy
which pervades government is always compelled to double-down,
so now we are staring at an even larger usurpation through
additional global treaties. It’s been a goal long-planned for: a full
architecture that can be called upon to plug and play any local
policy or territory into a grander global directive.
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This is the key reason why centralization is so dangerous and
why those of our ilk harp on it constantly – it’s not just a
philosophical difference; it is because it enables rapid alterations
of society at the flick of a switch, especially as digitization
accelerates. What would normally need to play out over years or
decades of debate and incremental policy adjustments can now
take place at the speed of thought. People in Africa, for example,
have awoken to a digital ID system capable of turning off their
phones for non-compliance. This began with the normal
well-meaning propaganda from global organizations to promote
greater inclusivity. Freedom Convoy participants and donors in
Canada woke up to find that all of their bank accounts had been
frozen simultaneously. Activists and independent media routinely
wake up to find bans and account shutdowns on multiple
platforms all on the same day. The list of the costs of such
“efficiency” are endless.

This is why I believe it is so important to focus on systems rather
than people – except as they themselves become plug-and-play
components. While the masses focus on “Biden’s failed policies”
or “Trump’s authoritarian Executive Orders,” we must instead look
at the greater architecture that gives rise to those possibilities.
Tyranny is built stronger on the back of each and every crisis, as I
highlighted last month, whereby fear can be generated and
solutions clamored for.

To focus on just one of the many crises, as Marie Hawthorne
recently highlighted for The Organic Prepper, the response to the
current baby formula shortage was crafted long ago and for
entirely different reasons. The Defense Production Act was
designed for something very specific – the Korean conflict – but
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the inevitable mission-creep has led to where we are today,
leaving it to be invoked for any range of supply chain issues.

It makes perfect sense that everything is trending toward a
technological overlay to make governance as efficient as possible
regionally and globally through this plug-and-play model, aka
Technocracy. One can go right down the line of current events
once this mechanism is identified.

There are probably many ways to categorize the various methods
being employed to ensure that tyranny coalesces from disparate
sources into the dominant model for the planet, but I’d like to offer
some of the recent developments over just the last month which
caught my attention. We are already beginning to see all of the
categories below addressed throughout the updated documents
surrounding the concept of Environmental, Social (Justice),
(Corporate) Governance, as noted in several of these stories. For
now, not much of this is sealed in stone, but they are certainly
showing their cards. It is further important to note how the general
globalist rhetoric of the past from organizations like the Club of
Rome, Trilateral Commission, Council on Foreign Relations, et al.
has greatly increased in specificity, which should demonstrate that
we are careening quickly toward the end game.

Digital – The rising focus on hate speech can be seen clearly in
the continuous stories that revolve around free thought and
speech being equal to a genuine physical threat. We also can see
how these categories interweave and build off one another as
those deemed to be potential terrorists based on their speech can
now quickly find all manner of banking and employment cut off.
This is the precursor to a full-blown social credit system.
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● The World Economic Forum and World Trade Organization
push “global digital identity of persons and objects”

● China Tightens Rules For Online Platforms, Requiring
Companies To Authenticate Users' Identities

● RCMP admits they hack Canadians’ devices to spy on them
● Google, Twitter, Meta, TikTok and more just signed the EU’s

“anti-disinformation” code
● New York to create social media task force to report ‘hateful

content’
● Japan to start jailing people for online insults
● YouTubers consider leaving Canada if new online content bill

passes
● NY Governor To Require 3 Years Of Social Media History To

Obtain Concealed Carry Permit

Health – This framework is already near completion, and might
comprise the most easy of the plug-and-play approaches, since
every new virus or malady can be added to the current global
architecture of health compliance. Outcasts will again find their
freedom to work and travel greatly reduced or eliminated
completely.

● WHO to determine if Monkeypox should be declared
‘Emergency of International Concern’; rights expert warns of
COVID ‘vaccine apartheid’

● From monkeypox to polio, here’s why so many viruses are

attacking the UK (era of viruses)
● Scottish Government handed emergency Covid powers

permanently
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Food – If the food supply is under direct threat from “Putin’s price
hikes” and his restrictions on the supply chain, why does the war
on the small farmer continue to accelerate locally? The answer
should be obvious when the totality of the situation is examined.
Centralized and collectivized food systems have been employed
to horrific effect throughout history, but they are still being sought
for today. The Defense Production Act, cited earlier as well as
below, bears watching as it allows for an outright government
takeover, Venezuela-style. We also can see how this
interoperates with other categories (particularly energy),
strengthening a more centralized overall system. The groundwork
was laid decades ago throughout the various global and larger
regional standards such as Codex Alimentarius and the Food
Safety Modernization Act.

● If Food Rationing Can Happen in Germany, It Can Happen
HERE

● SEC Uses ESG Requirements To Target Small Farms
● How Farm Subsidies in Wealthy Countries Harm African

Producers

Environmental (Climate/Energy) – As you’ll see below, the
climate lockdowns have begun. This is something that I and
others warned was coming, especially as I noted in Issue 38 that
the narrative right out of the gate with the Covid lockdowns was
that “nature certainly has benefitted.” Now, as Jon Rappoport
perfectly encapsulated, “The people are starving but the skies are
clear.” We also see farming (on land and in the sea) as a
component, bringing food closer to being part of the impact and,
thus, the tyrannical solutions which I’ll be discussing next month.
Europe is already beginning to seriously erupt as the impact of
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nitrogen cap policies become evident. In fact, as Kit Knightly just
reported for Off-Guardian, climate change policies and the war on
food are not often connected in the establishment media, but the
farmers themselves clearly understand what is at stake. As
Knightly highlights, a “pay farmers not to farm” scheme in order to
protect the environment does not include people as part of the
environment, apparently. “We’re well past the point where any of
this could be considered accidental, aren’t we?”

● Heatwave lockdowns: Region in France bans outdoor
gatherings

● One Health: Trojan Horse to Make Climate Change a ‘Global
Health Emergency’

● Energy Crisis: EU Headed For Dark Ages, ‘Poverty For
Generations’

● Dutch Uprising: fishermen block ports across the
Netherlands

● European farmers rise up
● Biden Invokes Defense Production Act to Boost Clean

Energy Manufacturing
● Biden Admin’s Federal-State Offshore Wind Partnership Will

Require “some $12 billion in annual investment”
● Farmer sues Tama County (Iowa) supervisors over wind

ordinance reaffirmation
● San Francisco Couple Gets $1,500 Fine For Parking In Their

Own Driveway (Make no mistake this comes directly from
Agenda 21 and 2030 Agenda climate initiatives. It has
trickled down to all manner of city-planning and zoning
policies that now supersede private property rights.)
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Financial – This takes place on many fronts based primarily
around regulation and taxation, but a glance at these recent
stories show how economies can rapidly contract based on even
minor adjustments, as well as the construction of global
“initiatives” that always trickle down into local communities if they
are not ultra vigilant. At every turn, the overall mission is to
eradicate entrepreneurship, also glaringly evident with the Covid
lockdown strategy. As Vin will discuss this month, cryptocurrency
regulations amid the backdrop of Central Bank Digital Currencies,
regional and perhaps global, factor in greatly as well.

● G7 Unveils $600 Billion Global Infrastructure Plan To
Counter China's 'Belt And Road'

● It Costs $22,648 And Requires 11 Agencies To Start A
Restaurant In San Francisco

● Justice Minister says you don’t have absolute right to private
property in Canada

● Government Intentionally Causing The Public To Suffer: New
Law Take 70K Truckers Off The Road

● The following is an odd one as it appears to be one of those
innocuous stories easily missed regarding transportation.
But a global road safety treaty has been proposed. This
indicates further taxation, potentially limiting movement and
greatly impacting the cost of doing business at multiple
levels. The accompanying surveillance apparatus might
eventually factor into climate lockdowns as well. Here is the
general framework that is spearheaded by the United
Nations.

Military – The number of articles surrounding the new global
threat that has emerged with the arrival of Hitler 2.0, Vladimir
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Putin, is too voluminous to list. But each of them makes clear that
all nations must make the necessary sacrifices of their local
economies to build the proper global counter threat that will limit
the scope of Putin’s influence. Here again, we see how sanctions
are established throughout the global banking system and
centralized supply chains, backed by the additional threat of
military force. While there are still limited options for these “rogue
nations,” the ability to exist outside the proscribed global order is
becoming increasingly difficult for these leaders, not to mention
the unfortunate citizens of these countries made also to feel the
wrath of more “civilized” nations. Enhanced – and centralized –
militarization, through NATO particularly, can offer proper
enforcement for any tyrannical global dictates.

Concluding Thoughts

How can it be that we are seeing similar results across the globe
regardless of supposed sovereign political structure or the various
founding documents that ostensibly assign people their rights? It
is because those documents are not a magical protection against
the tyranny constructed by those who have none of the same
patriotic allegiances. Founding documents are at best a helpful
guide for prevention, and a reminder for how to address tyranny
when it arises. However, without the human will to act in
accordance with the same will that led to the creation of these
documents in the first place, they’re destined to remain mementos
of a bygone “quaint” era.

It’s worth remembering that the solutions to tyrannical systems
become exponentially more difficult as each new component
strengthens the wider architecture. First and foremost, it is on
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each of us to evaluate our actions, economic support and
philosophical consistency to understand if we are in any way
contributing to a society that we do not want. What we are seeing
today is, in fact, the result of lines that we permitted to be crossed
long ago. It is for this reason that I believe the most profound
solution will always be non-compliance since it very often carries
the heaviest risk, showing that it is a paramount threat to any
control system. Non-compliance stands as the most immediate
way that we can reinforce our own armor, as well as directly
contribute to the dismantling of unjust systems.

Once we have drawn our own lines in the sand, we can more
easily identify others willing to stand with us and begin building
solutions that don’t require increasingly onerous permissions. The
great news is that the tools and their respective communities
continue to expand as the threats outlined above become more
obvious. The bad news is that there might be a tipping point
where technological tyranny and its general acceptance becomes
so pervasive and powerful that it is nearly inescapable without
extreme danger and destitution. I don’t believe we have reached
that point yet, but we certainly have seen a strong trial run with
Covid. We would be wise to treat each of the signposts as now
having equally swift ramifications and assume that we don’t have
a second to waste in our pursuit of personal liberty.
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ENTREPRENEURSHIP
New Legislation: Crypto Are Commodities

By Vin Armani

Legislation and regulation are major issues for Bitcoin and
cryptocurrency. Most people in the cryptocurrency space, even
those who would call themselves “veterans,” are not fully
conscious of the impact that the lack of clarity and uniformity of
regulation has (and continues to have) on the economic viability
of Bitcoin and other cryptocurrency networks. It could, in fact, be
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argued, it is regulatory frameworks, more than any other factor,
that have shaped the evolution of the crypto industry.

For the most part, important law-making bodies, such as the
legislatures of the United States and European Union, have
remained mostly inactive in terms of updating laws to specifically
address cryptocurrency. On its face, to a free marketeer, this lack
of legislative activity might seem to be a positive development.
However, while legislatures have taken little to no action in
crafting new laws, regulatory (law enforcement) bodies have been
incredibly active in policing the cryptocurrency space. This
policing, necessarily, has been done by attempting to fit
(sometimes centuries-old) existing law around the realities of
cryptocurrency. From the Securities and Exchange Commission
(SEC) to the US Treasury Department’s Financial Crimes
Enforcement Network (FinCEN), law enforcement agencies have
claimed broad powers based on loose definitions, and have
pursued their quarry all across the globe.

Last month (June 2022), two US Senators, Cythia Lummis
(R-WY) and Kirsten Gillibrand (D-NY), introduced a bill in
Congress that seems to have a good chance of eventually
becoming law. In my opinion, the most important aspect of this
bill, the Responsible Financial Innovation Act, is that it finally
defines some key terms, narrowing the scope possible for
regulators. In this article, I want to give a broad overview of the
contents of the Lummis/Gillibrand bill as it relates to the
cryptocurrency activities we regularly discuss in Counter Markets.
Importantly, I want to give some thoughts on the area that
remains open/uncovered/exempt under the bill and what
opportunities that open area presents.
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In any legislation, the most important part for agorists and free
marketeers is the definition section. It is in an understanding of
definitions where we can get a clear view of the scope of the law.
Often, without looking at any other parts of the law, we can
ascertain what activities are exempt within the first few sentences
in the definition section. In the context of cryptocurrency, there
have been a series of outstanding questions that regulators have
taken great liberties with answering for themselves. The
Lummis/Gillibrand bill clarifies and answers these questions
through a definition of key terms. The outstanding questions have
been:

● What qualifies a system as a “cryptocurrency”?
● Are cryptocurrencies the same as other “digital assets” that

move on blockchains?
● How do we define “stablecoin” and are there regulatory

differences between a stablecoin and a native token like
Bitcoin?

● Are private and public blockchains/ledgers different legal
categories?

● How are smart contracts and Decentralized Autonomous
Organizations defined legally?

● Are all cryptocurrency transactions taxable (capital gain)
events?

The highest category of value in the realm of cryptocurrencies, as
defined in the bill, is “digital asset.” I personally think that the
definition given is a huge failure, as it imparts the notion of
ownership. I have been quite clear over the years of why applying
concepts of ownership to Bitcoin and other cryptocurrencies is
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missing the mark. Nevertheless, this meme is being introduced so
we need to recognize the significance and plan for the likely
outcomes. Lummis/Gillibrand defines “digital asset” thus (please
note that I have left out certain clauses that have little application
to the purpose of this article):

(2) DIGITAL ASSET.—The term ‘digital asset’—

(A) means a natively electronic asset that—

(i) confers economic, proprietary, or access rights or
powers; and

(ii) is recorded using cryptographically secured
distributed ledger technology, or any similar analogue;
and

(B) includes:

(i) virtual currency and ancillary assets, consistent with
section 2(c)(2)(F) of the Commodity Exchange Act;

(ii) payment stablecoins, consistent with section 403 of
the Legal Certainty for Bank Products Act of 2000 (7
U.S.C. 27a); and

(iii) other securities and commodities, subject to
subparagraph (A).

There are several important takeaways from this article. First,
there is a notion of the conference of economic, proprietary, or
access rights or powers. This is an incredibly broad scope that
covers not just money-like use cases, but also use cases such as
“access.” It seems that every use case of a crypto token falls
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under this scope. The scope is narrowed by stating that such a
token must be within a “distributed ledger technology” system.
“Distributed ledger technology” is defined as:

(4) DISTRIBUTED LEDGER TECHNOLOGY.—The term
‘distributed ledger technology’ means technology that enables the
operation and use of a ledger that—

(A) is shared across a set of distributed nodes that
participate in a network and store a complete or partial
replica of the ledger;

(B) is synchronized between the nodes;

(C) has data appended to the ledger by following the
specified consensus mechanism of the ledger;

(D) may be accessible to anyone or restricted to a subset of
participants

So we see that “distributed ledger technology,” what would
colloquially be called a “blockchain network,” is also quite broad in
scope. So long as there are multiple (more than one) nodes in a
network that uses a consensus mechanism (any mechanism) to
synchronize data between one another, a token on that network is
a digital asset. Such a network could be public or private.

Returning to our digital asset definition, we see three subclasses
defined. The first is “virtual currency”:

(10) VIRTUAL CURRENCY.—The term ‘virtual currency’—

(A) means a digital asset that—
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(i) is used primarily as a medium of exchange, unit of
account, store of value, or any combination of such
functions;

(ii) is not legal tender, as described in section 5103; and

(iii) does not derive value from or is backed by an
underlying financial asset (except other digital assets);
and

(B) includes a digital asset, consistent with subparagraph (A)
that is accompanied by a statement from the issuer that a
denominated or pegged value will be maintained and be
available upon redemption from the issuer or other identified
person, based solely on a smart contract.”

Virtual currencies, then, are tokens that are used primarily in the
same way that money is used. Using a token in any of the ways
that money is used – medium of exchange, store of value, unit of
account – qualifies a token as virtual currency. Virtual currency is
not legal tender, and therefore Central Bank Digital Currencies do
not fall under this definition. Importantly, if a token is backed by
another asset, except a digital asset, it is not a virtual currency.
This is actually quite an important clause because it serves to
delineate virtual currencies from the second class enumerated of
digital assets, “payment stablecoins,” which are defined as:

(5) PAYMENT STABLECOIN.—The term ‘payment stablecoin’
means a digital asset that is—

(A) redeemable, on demand, on a one-to-one basis for
instruments denominated in United States dollars and
defined as legal tender under section 5103 or for instruments
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defined as legal tender under the laws of a foreign country
(excluding digital assets defined as legal tender under the
laws of a foreign country);

(B) issued by a business entity;

(C) accompanied by a statement from the issuer that the
asset is redeemable as specified in subparagraph (A) from
the issuer or another identified person;

(D) backed by 1 or more financial assets (excluding other
digital assets), consistent with subparagraph (A); and

(E) intended to be used as a medium of exchange.

Payment stablecoins are digital assets that can be redeemed for
some other financial asset, excluding digital assets. This sets up
an interesting scenario where a so-called “algorithmic stablecoin,”
redeemable for a payment stablecoin, wouldn’t, itself, be
considered a payment stablecoin. Instead it would be considered
a virtual currency.

Closing out the definition of digital asset, the scope is extended to
include various securities and commodities that are manifested in
a digital form and transmitted on a virtual ledger. It is interesting
that, given the definitions in this bill, Gary Gensler, head of the
Securities and Exchange Commission (SEC), has been making
the rounds the last few weeks explicitly declaring that Bitcoin is a
commodity. The SEC and the Commodity Futures Trading
Commission (CFTC) will surely be dividing up the regulatory
jurisdiction as this bill slowly winds its way to the desk in the Oval
Office.
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The final important definition – referenced in the definition of
digital asset – is that of “smart contract”:

(8) SMART CONTRACT.—The term ‘smart contract’—

(A) means—

(i) computer code deployed to a distributed ledger
technology network that executes an instruction based
on the occurrence or nonoccurrence of specified
conditions; or

(ii) any similar analogue; and

(B) may include taking possession or control of a digital
asset and transferring the asset or issuing executable
instructions for these actions.

Crucial to this definition is the explicit use of the term “possession
or control,” as FinCEN has been taking the position that smart
contracts are, legally, custodians of funds and therefore subject to
the entire regime governing Money Service Businesses. This
definition effectively destroys the “Decentralized Finance” (DeFi)
fig leaf that has allowed that portion of the space to boom (and
now bust). Executing your otherwise custodial exchange via a
smart contract will not offer legal protection or exemption from the
laws that would govern you should you have simply taken custody
of funds. The act also defines another application of smart
contracts, the Decentralized Autonomous Organization (DAO):

(51) DECENTRALIZED AUTONOMOUS ORGANIZATIONS.—
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(A) IN GENERAL.—For purposes of this title, the default
classification of a decentralized autonomous organization
shall be as a business entity which is not a disregarded
entity.

(B) CLASSIFICATION OF OTHER ACTIVITIES.—The
following shall not be considered a business activity of such
organization for purposes of determining whether such
organization is described in section 501(c)(7):

(i) Treasury management, including mining and staking
of digital assets (as defined in section 9801 of title 31,
United States Code).

(ii) Raising funds for a charitable purpose.

(C) DECENTRALIZED AUTONOMOUS ORGANIZATION.
—The term ‘decentralized autonomous organization’ means
an organization—

(i) which utilizes smart contracts (as defined in section
9801 of title 31, United States Code) to effectuate
collective action for a business, commercial, charitable,
or similar entity,

(ii) governance of which is achieved primarily on a
distributed basis, and

(iii) which is properly incorporated or organized under
the laws of a State or foreign jurisdiction as a
decentralized autonomous organization, cooperative,
foundation or any similar entity.
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The last clause of the definition is noteworthy. It would appear
that, should this law pass, there will be no such thing as a de
facto DAO (as is currently the case). In order to call your smart
contract a DAO, you will need to register it as such with some
state or foreign jurisdiction. What will this mean? The
ramifications of this are not detailed in the act, but a logical
progression of such a statute leads me to a scenario where DAOs
are legally and financially just as liable as other formally
registered organizations. Furthemore, the developers of an
unregistered smart contract advertising itself or operating as a
DAO might face criminal or civil penalties. Many existing DAOs –
smart contracts restricted to mining, staking, and treasury
management – are exempted from liability under the proposed
law, but this set of clauses certainly raise my eyebrows.

The issue of cryptocurrency taxation is one that faces every
person in the space. Until now, the general mantra from the tax
authorities has been that every cryptocurrency transaction is,
potentially, a taxable event in terms of capital gains (or losses).
Crypto advocacy groups have been pushing for a de minimis
exemption for transactions of under $600 in value. There is such
a provision in the act but it falls far short of what most users would
want.

SEC. 139J. GAIN OR LOSS FROM DISPOSITION OF VIRTUAL
CURRENCY.

(a) In General.—Gross income shall not include gain or loss
from the disposition of virtual currency in a personal
transaction (as such term is defined in section 988(e)) for the
purchase of goods or services.
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(b) Limitation.—

(1) IN GENERAL.—The amount of gain or loss
excluded from gross income under subsection (a) with
respect to a disposition shall not exceed $200.

(2) AGGREGATION RULE.—For purposes of this
subsection, all dispositions which are part of the same
transaction (or a series of related transactions) shall be
treated as one disposition.

(3) OTHER DISPOSITIONS.—For purposes of this
subsection, subsection (a) shall not include dispositions
in which virtual currency is sold or exchanged for cash,
cash equivalents, digital assets (as defined in section
9801, title 31, United States Code), or other securities
or commodities.

In short, the only transactions that are exempt from the current tax
regime are those in which virtual currency is exchanged for goods
or services and the value of the exchange is under $200 USD.
There is a specific provision against “smurfing,” or splitting a
single economic exchange into multiple, small transactions. Any
exchange of virtual currency for any financial instrument or asset
whatsoever is not covered under the de minimis exemption. I see
this as an incentive to earn crypto through economic activity and
to spend it in the open marketplace on the necessities of life.
There is a carve-out for real economic activity. We should take it.

The remainder of the bill is primarily concerned with some new
rules for custodians of digital assets. The bill also spends
significant time outlining the procedure for the issuing and
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redemption of payment stablecoins, a privilege it extends only to
banks and other specially registered financial institutions.
Additionally, CFTC is given jurisdiction over “commodity digital
assets”; this may mean that Bitcoin, Ethereum, and the other
networks will be regulated by the CFTC. Allowing Bitcoin to be
called a “commodity” (as a trade-off for not being labeled a
security) has been a great “missing of the mark'' and the chickens
appear to be coming home to roost.

For me, the most important section was buried in the bill and
requires that within 2 years of the enactment of the act, there will
be uniform treatment, nationwide, under all state laws, of the
following issues:

(1) Whether digital assets are subject to money transmission
licensing requirements, as appropriate, which shall include the
exchange of digital assets for legal tender.

(2) Treatment of payment stablecoins under money transmission
laws.

(3) Non-applicability to persons or software that engage in
validation of transactions, non-custodial wallet providers, or
software or hardware development.

(4) Tangible net worth and permissible investment requirements.

(5) Disclosures, reporting, and recordkeeping.

(6) Common examination and examiner training standards,
including common customer identification, anti-money laundering,
and sanctions best practices developed in consultation with the
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Financial Crimes Enforcement Network and the Office of Foreign
Assets Control.

As it stands, if this bill becomes law, it will codify node operators,
non-custodial wallet providers, and other crypto devs as not
beholden to money transmission laws. This has been the overall
stance of the regulatory agencies, but this would give clear
statutes. Non-custodial financial services has been a direction (as
a reader you are well aware) that I have been heading for years
and this confirms the wisdom of that orientation.

Most of the other pieces of the bill set up committees to study
topics like DeFi and mining energy use. The bill has been
criticized for “not adding anything new,” but I would beg to differ.
Although regulators have held certain positions in their guidance,
there has not been firm enforcement of many positions (such as
smart contracts as custodians), in part, I believe, because there
have not been laws to bolster a prosecution against a vigorous
criminal or civil defense team. This bill is a glimpse of what is to
come and is worth watching.

Whether this particular bill is the one that is approved or whether
there is a later iteration, it seems clear that the state has figured
out their position. Our position, as advocates of freedom and a
peer-to-peer economy, is to use cryptocurrency as it was
designed to be used. We are being given the space to continue to
build our economy, so long as we build it in a righteous manner
with a proper orientation. Seize that opportunity.
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WEALTH

Real Estate Market Peak and Unraveling

By Jeff Paul

The US real estate market boom has peaked and is about to drop
off a cliff. The decline is inevitable due to higher interest rates,
spiking inventory levels, and weaker economic activity. This is
great news if you’re a potential buyer but not so great if you’re a
seller. Some areas will be more affected than others, but all are
going to experience a downturn. And if this real estate correction
mirrors the previous bear market after the 2007 financial collapse,
it could last 5 years.
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After spending the last 15+ years focused on the digital world
(websites and cryptocurrency), I’m itching to be more productive
in real life. In my opinion, real estate is the best investment in the
physical world, especially in a bear market.

Imagine buying real estate in Florida in 2012 when prices
collapsed and the market was flooded with foreclosures. You
would have more than doubled your money in the past decade.
That same opportunity, or bigger, is approaching. But, first, a deep
correction is coming. So it is wise to be patient and prepare

Source: St. Louis Fed

According to the Fed’s data in the chart above, the Florida real
estate market peaked in Q4 of 2006 with a median sale price of
$479K. Following the financial crisis, the Florida market didn’t hit
rock bottom until Q2 of 2012 when median home prices hit
$265K. Currently, home prices in Florida hit $676K in Q1 of 2022.

In summary, it took the Florida market about 5 ½ years to go from
peak to trough in the last market cycle. Prices dropped about 45%
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during that period. Prices then made a steady recovery before
going parabolic starting in 2021.

If the current cycle follows the same trajectory, we won’t see a
bottom out of prices until 2027. However, another factor to
consider when gauging the timing is interest rates. The Federal
Reserve LOWERED interest rates during the last downturn. That
likely prolonged the fall in prices. If the Fed continues to raise
rates going into this correction, real estate prices could fall much
more swiftly.

Higher Interest Rates

Mortgage interest rates play a significant role in the price of real
estate. Since 65% of US homebuyers require a mortgage, they’re
limited by the monthly payment they can afford. When interest
rates are raised, monthly payments cost more on the same
principal balance.

Today, mortgage interest rates are double what they were at the
beginning of 2022. This will have a major impact on home prices.

For example, the monthly payment for a $500K mortgage
(30-year) at 3.2% interest – the rate in January 2022 – was
$2126. The same mortgage at today’s rate of 6.15% is $3046 per
month. This means that someone who previously qualified for a
$500K mortgage in January, now only qualifies for a $350K
mortgage ($2132 at 6.15%).
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So it follows that homes in that range must reduce their price to
meet buyers where they are or they will sit on the market unsold.

As mentioned above, the previous cycle saw interest rates drop
dramatically in an attempt to prop up prices during the downturn
which likely delayed the bottom. In the shaded “recession” area
between 2008-2009 in the chart below, mortgage interest rates
dropped from over 6.5% to below 5%. Rates continued to decline
until a bottom in the market was eventually reached in 2012.

Source: St. Louis Fed

Last month the Fed raised its key rate by .75 percent, the biggest
single increase in three decades. And they recently signaled that
more aggressive rate hikes are coming this year. The Fed
released projections to raise the benchmark rate to 3.4% by the
end of the year. That means raising it another 1.75 percent,
doubling the current rate.

When the Fed raises its key rate for inter-bank lending, mortgage
rates rise proportionally. In other words, when the Fed rate
doubles, expect mortgage rates to double. If the Fed follows
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through with its plan to raise rates, we could be looking at
mortgage rates of 10%-12% by the end of this year. A $500K
mortgage at 12% will have a monthly payment of $5143! (a $1M
mortgage in January was only $4325/month)

Swelling Housing Inventory

The inventory of homes for sale in the United States hit record
lows just after the Covid plandemic started. That is now changing
rapidly. Today, there are nearly three times the amount of homes
for sale than in August 2020 – and heading much higher.

According to Realtor.com,

The inventory of homes actively for sale in the 50 largest
U.S. metros overall increased by 27.9% over last year in
June. Inventory increased in 40 out of 50 of the largest
metros compared to last year. Metros which saw the most
inventory growth include Austin (+144.5%), Phoenix
(+113.2%), and Raleigh (+111.7%), all of which experienced
booming demand during the pandemic.

Below is a chart of new homes for sale. Nearly 3 million homes
were sold immediately after the plandemic (see the drop during
2020). That combined with new record-low interest rates caused a
rapid spike in prices.
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Source: St Louis Fed

Now inventory is the highest it’s been in over a decade, and it is
expected to continue rising due to a glut of new constructions and
foreclosures about to hit the market.

New residential building permits grew to the highest level since
2007. See the chart below.

Source: St Louis Fed

This new inventory that was built with record-high materials’ cost
is about to hit a down market. Incidentally, many large home
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builders are about to lose a lot of money and some will go out of
business. Much of this inventory may end up in foreclosure.

Builders, seeing the writing on the wall, have already begun to
pull back. Building permits have already started to tumble in 2022.
In May, there were 14% fewer building permits than April. A steep
decline from one month to the next.

Foreclosures

There is a massive backlog of pending foreclosures from when
the government froze them during the plandemic. Foreclosure
filings were up over 185% in May from the previous year. Expect
this trend to continue with millions of loans in some period of
delinquency. When this pent-up foreclosed inventory finally hits
the market, home prices will likely decline even further.

The rate of delinquent mortgages peaked at 8.2% in 2020 during
the height of the plandemic fears. That is well above the average
delinquency rate of 5.3%. Many of those borrowers were
protected by forbearance programs that are now expiring.

While it’s true that delinquency rates have recently fallen to
pre-plandemic levels, the backlog of foreclosures is still looming.
When they hit the market, they’ll be hitting during a down cycle
with far fewer buyers and much more inventory as competition.

Weaker Economic Activity
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The United States economy is officially in recession. Strange how
the media hasn’t told us about it….

We have experienced two consecutive quarters of contracting
GDP. This is coming at a time with record gas and food prices. In
other words, the nominal GDP should be WAY higher if
Americans were spending like normal. They aren’t.

Americans and US-based companies are tightening their belts.
While there are many “We’re Hiring” signs at nearly all retail
centers, major companies like Coinbase and Tesla are cutting
staff despite being in strong growth sectors.

Furthermore, this recession is hitting during an already record-low
labor force participation rate.
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The civilian labor force participation rate remains well below
pre-plandemic levels. This number should increase as Covid
benefits expire and with so many local places hiring. However, if
the recession worsens, many already-understaffed businesses
may close their doors for good.

Outlook

The Fed, after stimulating false growth with artificially low rates
and excessive money printing, is hoping to manufacture a soft
landing. Since they failed miserably to contain inflation at their
goal of 2%, they’ll likely fail to reduce inflation without causing a
massive impact on the economy. Yet, they seem committed to
raising interest rates for at least the rest of 2022. If they follow this
path, expect home prices to fall faster than they did during the
previous real estate market correction when they were
aggressively lowering rates.

Expect inventory of homes for sale to continue to swell as new
construction and foreclosures hit the market. A real estate price
correction of 50% or more may happen in certain areas.

We are entering the beginning stage of a buyer’s market that
could last a few years. If you’re looking to buy your personal
home or investment property, the best approach may be to remain
patient and save as much money as you can while waiting for the
right deals.
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BITCOIN & SILVER REPORTS

Bitcoin prices fell again last month, even dipping below $18K
briefly. June started out with prices around the $30K level, but by
mid-month Bitcoin was trading at $17,750. Since then, prices
have been bouncing around the $19K-$21K range, seemingly
stuck and waiting to break out in some direction.

This tight range we’ve been in for the past couple of weeks is sure
to lead to a volatile move in the near future, we just can’t say for
sure which way that move will be. Sentiment in the crypto markets
is awful; and bankruptcies, liquidations, allegations of fraud and
freezing of customer funds at centralized exchanges have
unfortunately become commonplace these past few weeks. Giant
funds once regarded as untouchable have lost hundreds of
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millions of dollars in this pullback, and the contagion effect is
working its way throughout the ecosystem. Anyone who had
exposure to these bankruptcies is now also potentially insolvent.

These types of events happen cyclically in crypto. When prices
are on the rise, traders, firms, and institutions all raise their
leverage, and juice their returns to levels that traditional finance
couldn’t even imagine. And as long as prices increase, or at least
remain stable, the party continues. With Bitcoin’s recent decline,
we’ve seen Celsius, Luna/Terra, Three Arrows Capital, Voyager,
and countless others get wiped out completely. In some cases,
these firms even speculated with customer deposits, leaving their
depositors with near 100% losses. The depositors ranged from
individuals, to institutional investors, to other funds, meaning the
losses aren’t contained to a single entity; they’re spread across
dozens of entities that were all relying on the bankrupt one in the
first place.

It’s impossible to say if the carnage is done or not, but we can
guess that we’re getting close to the end here. Buying into the
markets with Bitcoin near $20K and Etherium around $1K, is likely
a move that will look very smart a few years down the road. No
large-scale institutions want to sell at these levels, they were
simply forced to. These forced liquidations have sent prices way
down, and it’s simply a matter of time before prices head back up.
Prices could drop more between now and then, though, so be
prepared for extreme volatility in the coming months. It’s likely the
bulk of the carnage is done, but it’s more or less guaranteed that
it’s not completely over.
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Pullbacks of this magnitude have happened many times in the
past with Bitcoin, and they’ll likely happen in the future as well.
They key is to not get shaken out by them, and to dollar cost
average in on these dips, if you're able to. The long-term picture
continues to point towards higher prices, despite the short-term
volatility.

Our advice remains the same: sit back and ride out the volatility
with Bitcoin, and focus on the long-term picture. For those of you
who don’t own any Bitcoin, or want to buy more, this pullback is
one of the best opportunities we’ve had in some time. In our view,
it’s simply a matter of time before prices head back up.

In the past we’ve suggested BlockFi for anyone looking to open
up an interest-bearing account for Bitcoin. While BlockFi has
performed flawlessly throughout this correction, we do have some
concerns about their ability to continue. They sustained heavy
losses with the bankruptcy of Three Arrows Capital. And while
they have met every single customer withdrawal request, doing
that has severely tanked the valuation of the company, and their
ability to raise future capital. Several firms have stepped up to
backstop BlockFi, and all does seem well for the time being.

Despite this, earning 4% on Bitcoin here simply isn’t worth the
risk. If you have deposits with BlockFi, we suggest you withdraw
them to your own wallet and self-custody your cryptocurrency.
Hardware wallets like Ledger Nano or Trezor are the most secure
way to hold your assets.

Silver Update
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Silver prices finally broke out of their two-year trading range last
month; unfortunately, it was to the downside. Prices started off
around the $22 level in early June, and moved steadily lower all
the way to the $19.25 level we’re at today.

This is a roughly 13% drop in the price of silver over the month,
which is quite the move for this asset. Typically after a move like
this, silver tends to consolidate for several weeks, even months,
as the market waits to see which direction the next move will be.
There appears to be some solid support around the $18 level, so
there’s pretty limited downside for anyone looking for short-term
trading opportunities here. Should prices break below $18, it
wouldn’t be surprising to see $15 come into play.

The US equities markets appear to be the main driver of lower
prices. Stocks have been on quite the roller coaster lately, with
the S&P dropping nearly 10% in June alone. Many traditional
finance firms are selling off any risk-on assets, and going to cash,
as the Federal Reserve has indicated many more rate hikes are
on the horizon.

Money managers are running scared, as former Wall Street
darlings are now cash-strapped companies that can’t afford to
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issue new rounds of debt financing at the current interest rate.
Typically, gold and silver are safe havens during financial turmoil,
but that doesn’t mean they’re completely immune here. Gold
dropped about 5% last month, so it held up far better than the
general equities market which dropped twice as much. Silver,
being the more volatile of the precious metals, dropped far more.

Given the fear of a worldwide economic slowdown, the perceived
demand for silver may be fueling the decline in prices. Silver is
used in a wide variety of industrial and consumer products, and if
demand is on the decline, that could play a major role in the price
drop we’re seeing here. Even if that’s the case, a typical
recession lasts anywhere from 12-18 months, and we’re already 6
months into this one.

A year is practically nothing in the precious metals markets, as
returns are measured in decades. Once the pain of these rate
hikes passes, we can expect to see industrial demand for silver
pick up and surpass the levels it was at in the past.

Long term, we still have a great opportunity to pick up some
cheap silver here. When buying silver, it should be looked at more
like a cheap insurance policy on your wealth rather than an
investment. The goal isn’t to make an outsized return, or even to
beat or match the equities markets. The goal is to preserve the
purchasing power of your dollars that would otherwise gradually
erode over the years.

Looking at silver from that perspective, allocating a small percent
of your wealth to this asset class is a wise move. In a perfect
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world stocks, bonds, and other securities will keep chugging along
and you’ll never need to worry about your silver again. But should
things collapse in spectacular fashion, and the integrity of the US
dollar comes into question, you’ll be glad you have some gold or
silver to fall back on.

While we can’t say the bottom is in for silver, we can say that
buying at these levels is the most attractive it’s been in about 3
years. We may see some more dips in the future, but long term
this looks like a great entry for anyone looking to accumulate
some silver.

For the past 2 years, the $21-$22 range has provided continued
support, and led to a bounce to the $24-$26 range each time.
That pattern appears to be broken now, as we’re trading well
below this range. As far as where we go next, we’ll have to give it
some time for prices to consolidate and form a new trading range
from which to break out of.

Longer term (meaning 10+ years), we’re still not concerned about
wars, sanctions, politics, or even economic recessions. Our view
on silver remains largely the same. Prices are the most attractive
we’ve seen in close to 3 years. Our advice is to continue to sit
tight and let time do the heavy lifting. Everything is still in place for
a great multi-year run for gold and silver, we just need to be
patient and accumulate more on the dips.

For those of you paying attention to the gold/silver ratio, we’re all
the way up to 90 now, which is considered extreme. In the past
we’ve seen this ratio peak at over 100 briefly, just before silver
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prices spiked about 50% over a few weeks. So, relative to gold,
silver is once again very cheap; and while it can still get cheaper,
it’s at an extreme level already.

The premium-to-spot price in the physical market is still very high.
Prices for American Eagle coins are going for about $14.79 over
spot, meaning you’ll pay about $34.25 for a coin with $19.50
worth of silver content. That’s a whopping 76% premium to spot,
and we really can’t suggest you buy at these levels. Historically,
it’s always better to be a seller of precious metals when premiums
are this high, as opposed to a buyer.

If you’re in the market for physical bullion and can’t wait, we
suggest looking at coins like maple leafs, kangaroos, krugerrands,
philharmonics, and other non-US coins. They contain just as
much silver, but sell for a fraction of the premium.

If you don’t have any physical bullion, but still want exposure to
any price moves higher, look at PHYS or PSLV – both trade just
as easily on any stock exchange.

For those of you who don't mind paying these high premiums,
we’d encourage you to shop from a trusted supplier at Money
Metals Exchange.
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DISCLAIMER

This newsletter is not investment, legal or tax advice. The
information contained here is for educational and entertainment
purposes only. If you are considering a significant investment into
any assets or strategies mentioned here, it is best to consult a
licensed professional. No links will contain affiliates that make
costs higher for subscribers.
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