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Despite the madness of Trump, the continuing reality of tariffs and an unsurprising fall
in US GDP, stock markets have recovered their losses. This makes no sense at all. What
is happening?

https://www.youtube.com/watch?v=hIyQL98mvh0?si=Q1N6fAZNYEX4KINI

This is the audio version:

https://www.podbean.com/player-v2/?i=5xmd7-1897e62-pb&amp;from=pb6admin&am
p;share=1&amp;download=1&amp;rtl=0&amp;fonts=Arial&amp;skin=f6f6f6&amp;font
-color=&amp;logo_link=episode_page&amp;btn-skin=c73a3a

This is the transcript:

Stock markets are mad.

Let me be clear what I mean. There is at the moment a rally in stock markets around
the world as if the Trump slump that was created by his announcements of tariffs had
never happened and we are back to the glory days of thinking that Trump is going to be
the salvation for stock markets around the world, and wealth is going to accumulate to
those who've already got it in a way to which they have become accustomed.

Only, it isn't. There's no way that is going to happen. If you look at this chart of the
FTSE 100 in the UK for the last year, you will see something quite amazing.
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The first thing is that until Trump came along, the market was remarkably stable. It was
at around 8,200, and very little actually really changed very much in the market as a
whole in the nine months or so until Trump arrived in office, and then markets jumped.

They went up, and they went to over 8,500.

And then, when Trump announced Liberation Day, they crashed. They went down to
around 7,600 and they wobbled a little bit - there's a funny little W around at the
bottom of the marketplace.

And then, they've risen again, and now they're back at around nearly 8,500 as if
nothing had ever happened. And the world according to Trump is the place where you
want to be again.

But that makes no sense. We do actually now have the tariffs that Trump announced.
Not as high as he initially said, but nonetheless, tariffs of 10% on every country
exporting goods to the USA. Higher tariffs on steel, and cars, and other things, and of
course, China is all over the place.

The American economy is in deep trouble as a consequence. There are literally jobs
being slashed everywhere already because of the problem with imported goods.
Amazon has got rid of 20,000 staff via the UPS distribution network, and there are no
doubt others to go all over the place as a consequence of reduced imports from China,
which are going to hit American consumers very hard indeed.

Supply chains all over the world are being disrupted.

People don't know where they are, and there is a lack of consumer confidence, not just
in the USA, but in the UK and across Europe and elsewhere for countries which really
drive demand for goods and which fuel the demand for services. And let me be clear
about it: everywhere, the feeling is markets are going to become subdued, and I mean
real markets in this case, not stock markets, but the consequence of subdued real
markets is that companies don't invest.

Therefore, employment falls.

Therefore, stock prices fall.

Therefore, financial markets should be falling.

And yet that is not happening.

Why is there this massive disconnect between the reality of what Trump is doing and
the stock market reaction to it, which is now, well, it was just a blip, it's all been over
and done with, and let's get on with the world and pretend that nothing happened, and
the reality of the world where people are losing their jobs, consumer confidence has

Page 2/4



crashed, and all those other things I've just mentioned.

Why is there that disconnect? It's because stock markets and the real world are not
connected to each other. They never have been, and they probably never will be, at
least not until there is some fundamental change that requires that there be a
relationship between real economic value and share prices, and that connection has
been gone for decades.

Why has the connection gone? Very simply, very straightforwardly. We decided, in our
wisdom - there was no wisdom in it, by the way, but I will use the word ironically - that
the stock market was the place where savings for pensions should be stored.

This was a massive error of judgment.

It was promoted in particular by those who put forward the concept of the Big Bang in
the 1980s, which liberated, supposedly, financial markets so that they could compete
for savers' money in a way that had not happened before. And as a consequence,
money was poured into stock markets, aided and abetted by the fact that states,
including the UK - but many others as well - decided that they were going to begin to
abandon their commitment to providing decent old age pensions to the people in their
populations, which they had taken on after the Second World War, and instead, people
would have to save at their own peril, at their own risk, and with their own money, for
the future that they might want.

So, it was organised that money would move into stock markets, from company pension
schemes , from individual pension schemes , and then when enough money did not go
in from individuals, the government mandated in the UK, and in some other countries,
that people should be required to save for themselves via their employers in stock
market based investments, meaning that month in, month out there is a wall of money
that goes from the private sector - you, me, and everyone like us in the UK - into the
stock market, so that share prices will go up, because the stock market has guaranteed
this, and that is because they have actually reduced the number of shares on sale
progressively over time by, first of all, reducing the number of companies who are
quoted on the stock market, and secondly, by those companies actually buying back
their own shares so that there are fewer of them available, so that the price has to rise
and therefore it looks as though everything is getting better for everyone when that
may well not be the case.

We are living in a giant Ponzi scheme where more and more money is being paid into
pension and other financial arrangements organised in a structured way, as if this is
normal, when in practice it isn't, and it is a very recent and short-term phenomenon.

And the consequence of these increasing share prices, which suit the bosses of the
companies whose shares are bought enormously, because they are paid fantastic
bonuses running to millions and millions of pounds as a consequence of the increase in
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their value, is no real value is being created as a result. There is this disconnect.

And the reason why the market has recovered in the way that it has on the chart that I
put up and which we are now showing again, is because the wall of money's got to go
somewhere and that wall of money is going to arrive in the stock market, whether we
like it or not, because the flows coming in from pension funds are bigger, so far, than
the flows that are being paid out because there are more pensioners contributing right
now than there are withdrawing.

And when that balance changes - and it doesn't even have to become equal - there just
have to be enough people withdrawing - there will then be a crash because markets are
great at pushing values up, as you can see, and they're terrible when there is a demand
for net sales. Then they just don't know how to manage it, so you get the cliff edges
that we saw in April, when there was a panic, and there was a dramatic fall in price, and
then a steady return to normality as the stock market would see it.

All of this is a financial disaster in the making.

I'm not saying it's going to happen overnight. I don't pretend it is. It will take time. But
let's not pretend that there's anything here that is sustainable.

We have a stock market that is, as I have explained, utterly disconnected from reality.
They are simply dealing in money. They're not dealing in physical realities. They're not
dealing in what you and I are buying or selling, and what companies are investing in or
anything else.

They are just playing with money. And ultimately that game is unsustainable because
people will ask for their money back, and when they do, we will realise the emperor is
wearing no clothes, the stock market does not represent value, the world has been
pursuing a myth and the pension savings that have been based upon this whole
misconception of where value is created will collapse.

It's a foregone conclusion that it will happen, in my opinion. Do I think, therefore, you
should place all your pension savings in the stock market, despite everything that
everyone says? I think not. But that is an economic analysis. That is not investment
advice, and please don't take it as such. But on fundamentals, there is a problem here.

Stock markets are stupid. They're looking at what they can do with the money they're
being given, whether or not there is good reason for them to have it because the
structures that guarantee that it will arrive every month are being put in place by
compliant governments who are servicing the interest of the financial services industry
and not you. And as a consequence, they can play with the money and believe they're
doing well when in practice they're simply heading for a bust and a bust, we will get.
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