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STOP THE LOOTING AND START PROSECUTING!

Presented by:

Stephanie Jasky
Founder - FedUpUSA



A broad view of our 

U.S. economic crisis today

This slideshow is available online at FedUpUSA.org

Filling in the Pieces
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"édeficits don't matter" ñDick Cheney

òIõve abandoned free-market principles to 

save the free-market system.ó

ñPresident Bush 11/16/2008

Government solution to our massive debt is to  

continue to borrow and spend even more

Has the world gone mad or are 

we missing pieces 

of the puzzle?
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nation must continue to "spend our way out of this 

recession" ñPresident Obama 12/08/2009
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Let's first look at the root of the issue

"He who controls the money 

controls the world"

ñHenry Kissinger

More specifically, it isnôt what backs the 

money, itôs who controls the quantity of 

money in the system and by what 

mechanism it is put into the system.

MONEY = DEBT
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Who Controls the Money?

Today, the Federal Reserve controls 

the supply of money ðthat is the quantity in the 

system.

But what does our U.S. Constitution say about 

who should control the money?



U.S. Constitution 

Article 1 Section 8

The Congress shall have Power é

To borrow money on the credit of the United States;

é

To coin Money, regulate the Value thereof, and of 

foreign Coin , and fix the Standard of Weights and 

Measures;

To provide for the Punishment of counterfeiting the 

Securities and current Coin of the United States;

é

http://www.usconstitution.net/xconst_A1Sec8.html
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http://www.usconstitution.net/xconst_A1Sec8.html
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And, U.S. Constitution 

Article 1 Section 10

No state shall enter into any treaty, alliance, or 

confederation; grant letters of marque and reprisal; coin 

money; emit bills of credit; make anything but gold and 

silver coin a tender in payment of debts; pass any bill of 

attainder, ex post facto law, or law impairing the 

obligation of contracts, or grant any title of nobility.

http://www.usconstitution.net/xconst_A1Sec10.html

http://www.usconstitution.net/xconst_A1Sec10.html
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So What Happened?
A group of the wealthiest bankers got together and wrote a bill 

giving them control over the United States money supply. This bill 

was signed into law On Dec. 23, 1913 by Woodrow Wilson.

Federal Reserve Act 1913

This Act handed over control of our UNITED STATES monetary 

system from our Treasury to a Private 'For -Profit' Corporation

ï They can not be audited per 'Title 31, U.S.C.1051 et. Seq.' 
http://www.uhuh.com/laws/31usc1051.htm

ï They are owned by its member banks: Goldman Sacs, JP 

Morgan, Bank of America, Citibank etc.

"The Federal Reserve is an independent agency, and that means, basically, 

that there is no other agency of government which can overrule actions 

that we take ." ðAlan Greenspan, former Federal Reserve Chairman

http://www.uhuh.com/laws/31usc1051.htm
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What is the Feds Mission Statement?

"...to provide the nation with a safer, more flexible, and more stable 

monetary and financial systemé. in pursuit of maximum 

employment, stable prices, and moderate long -term             

interest rates" 
http://www.federalreserve.gov/aboutthefed/mission.htm

A 1913   

dollar has 

been 

devalued    

by 92%    

Ą

http://dollardaze.org/blog/?post_id=00747

OOPS! What Happened?

Something that 

cost $1.00 in 1913 

now cost you 

$12.50!

http://www.federalreserve.gov/aboutthefed/mission.htm
http://dollardaze.org/blog/?post_id=00747
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For Starters
The US Dollar Bills created were redeemable with the US TREASURY 

for Silver or Gold

http://dollardaze.org/blog/?post_id=00748

THIS CERTIFIES THAT THERE IS ON Ą

DEPOSIT IN THE TREASURY OF THE 

UNITED STATES OF AMERICA ONE 

DOLLAR IN SILVER PAYABLE TO THE 

BEARER ON DEMAND 

But in 1971, the US went off 

the Gold standard allowing 

the creation of these 

Federal Reserve Notes

(fiat currency)

Because these Notes are not 

tied to anything finite, there 

is no limit to the amount 

that can be printed as 

long people have need and 

capacity to take on more 

debt and they are 

CONFIDENT that it will be 

accepted for goods or 

services.

http://dollardaze.org/blog/?post_id=00748
http://www.financialsense.com/fsu/editorials/schoon/2008/0623.html


The Federal Reserve keeps the American people in a 

PERPETUAL DEBT TRAP 

CONTINUALLY STEALING YOUR HARD-EARNED MONEY! 

How do they do this?

Well, I'm going to show you!

Å First we will look at this system                                               

and how it effects YOU.

Å Finally, we will look at the impact     this 

has had on our economic system as a 

whole and what may be ahead.
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Ok, so what do 

the Feds really do then?

http://school.discoveryeducation.com/clipart

/clip/mousewheel4c.html

http://school.discoveryeducation.com/clipart/clip/mousewheel4c.html
http://school.discoveryeducation.com/clipart/clip/mousewheel4c.html
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Debt Trap #1 

Inflation

A loaf of bread for Thomas Jefferson cost the same as a loaf 

of bread for Lincoln 50 years later and again the same for 

J.P. Morgan 50 years after that.
http://www.lewrockwell.com/orig10/voorhees1.1.1.html

http://www.lewrockwell.com/orig10/voorhees1.1.1.html
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The Fed creates inflation by: 

Å PRINTING more currency and putting it into the system

FEDERAL RESEVE NOTES are purchased from the Bureau of 

Engraving and Printing for about 4¢ each! There is only about 

$933 billion dollars of U.S. currency in circulation; the 

majority is held outside the United States.

http://www.newyorkfed.org/aboutthefed/fedpoint/fed01.html

Å Allowing banks to extend CREDIT and LOANS

The Federal Reserve raises and lowers interest rates and sets 

reserve requirements for the banks thereby making credit and 

loans either profitable for the banks, or unprofitable. This is how 

most of the "money" is put put into the system
http://www.federalreserve.gov/monetarypolicy/fomc.htm

When the Federal Reserve prints more currency and puts it into 

circulation or allows more credit/loans to be extended, this is monetary 

inflation . The one spending the money first always benefits, but as this 

currency makes its way through the economy, it eventually shows up in 

price inflation and is a THEFT OF YOUR WEALTH!

Inflation = Counterfeiting

http://www.newyorkfed.org/aboutthefed/fedpoint/fed01.html
http://www.federalreserve.gov/monetarypolicy/fomc.htm
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Example #1:

You go to work (human production) and EARN $100 a week

You use this money to buy things you need to live.

At the same time Federal Reserve goes to the Bureau of Engraving and Printing 

and pays 8¢ for two $100 bills ($200) and gives it to the banks for a 'bailout'.

Result: 2/3rds of your wealth is stolen as you will only be able to purchase 1/3 

of what you could have purchased prior to the monetary inflation. 

Example #2:

You go to work (human production) and EARN $100 a week to save for a car that 

cost $500.

Before you're done saving, the banks create credit by punching in a bunch of 

ones and zeros on their computer, and they make a bunch car loans to other 

people. This drives the price of the car to rise, as these loans create the demand 

for cars to rise.

Result: Your wealth is stolen as you will have to either save MORE or get a loan 

yourself to buy the car.

Inflation Example
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When the money supply grows too fast wages can't keep up. The 

system of inflation keeps the gap between real wages and 

inflation widening.

Wages and Inflation

Chart of average hourly incomes deflated by both the average annual official 

consumer price index (CPI -U) and the alternate consumer price index      

(CPI-Alt), showing the purchasing power of the average wage after adjusting 

for inflation. 
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why -are-americans -earning -

less-than-they-did -in-1982.aspx

Prior to 1970 most 

families could live 

on one income. 

Then we had two 

income families. 

Soon, we we'll have 

to have our children 

working just to keep 

food on the table!

http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
http://www.investorsinsight.com/blogs/profitscore_iq/archive/2009/09/22/why-are-americans-earning-less-than-they-did-in-1982.aspx
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Simply Explained

The Federal Reserve/Banks are allowed to counterfeit money 

by printing or extending credit/loans

STEALING YOUR WEALTH BY DEVALUING THE CURRENCY

causing prices to rise 

requiring you to work harder/longer to maintain 

standard of living 

Or 

requiring you to get a loan (from a bank) or use credit 

(from a bank) to purchase something that was unnecessary before

And

keeps the gap between real wages and inflation widening
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Debt Trap #2

Loans/Credit

Henry Ford once said, òIt is well that the people 

of the nation do not understand our banking and 

monetary system, for if they did, I believe there 

would be a revolution before tomorrow 

morning.ó
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You Must Understand: 

All money is DEBT

Å Now that the Fed has pumped currency into the economy

and caused prices to inflate, you need a loan to buy a car.

Å That loan "money" the bank created is backed by the car ñ

it is debt money . It has to be paid back by money you EARN

through human production .

Å You give that "money" to the car dealer and he puts it into

his bank, whereby, his bank can then make loans against

this debt money .

Å Repeat over and over and over and over

Å Hence, virtually all money is debt money and all money

is backed by debt .
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But Wait ñThat is Not All!
Å The money created by the banks for loans only covers the 

value of the item being purchased ñ in this case the car. 

Which means there is only enough money in the system to 

cover the car.

Å Where does the money to cover the interest come from?

To cover the interest more debt must be issued.

Å There is never enough money in the system to cover all the 

interest due for all the loans that were made.

Å Therefore, someone will always default or go into bankruptcy 

and the BANK will take the asset.

Å Nice to know your failure is built into the system!

47 min video Money as Debt

http://video.google.com/videoplay?docid= -2550156453790090544#

More info here

http://economicedge.blogspot.com/2008/12/huh -interest -bearing -fractional -reserve.html

http://video.google.com/videoplay?docid=-2550156453790090544
http://video.google.com/videoplay?docid=-2550156453790090544
http://video.google.com/videoplay?docid=-2550156453790090544
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
http://economicedge.blogspot.com/2008/12/huh-interest-bearing-fractional-reserve.html
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Simply Explained
All money is backed by debt

RETIRE ALL DEBT AND THERE IS NO MONEY

Banks create òmoneyó in the form of credit/loans ð

then, they charge you fees and interest for doing 

this

and either: 

receive back the principal AND interest 

on this loan 

or 

receive the asset (car) in the case of default

WOW ITS GREAT TO BE A BANKER!
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Debt Trap #3

Taxes/Government Debt

"We must not let our rulers load us with 

perpetual debt. We must make our election 

between economy and liberty or profusion 

and servitude." ñThomas Jefferson 
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Now, Let's Look at the 

Government
Å Congress passed the 16 th

Amendment on February 

3, 1913 establishing 

Congress's right to impose 

a Federal income tax ñthey 

now have a steady stream 

of revenue. 

Å But when the Government 

spends more than it brings 

in (deficit) ðit too must 

borrow money from 

investors or other banks 

and this money must be 

paid back ñBY YOU! http://static.seekingalpha.com/uploads/2009/2/17/saupload_09_02_

16b_budget_deficit.png

http://static.seekingalpha.com/uploads/2009/2/17/saupload_09_02_16b_budget_deficit.png
http://static.seekingalpha.com/uploads/2009/2/17/saupload_09_02_16b_budget_deficit.png
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But Wait - the Government Has to 

Pay Interest to the Banks Too!
Å Where does the money to cover the interest come from?

Å To cover the interest, again more debt must be issued, and 
because debt backs money the interest erodes over time    
through inflation.

Å This monetary system is set up as a never ending perpetual debt 
machine!

WITHOUT DEBT THE SYSTEM DEFLATES

That also explains why the Government continues to borrow and spend 
despite ever increasing deficits.

Learn more

http://economicedge.blogspot.com/2009/11/dispelling -myths-how-real -world -of.html

http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
http://economicedge.blogspot.com/2009/11/dispelling-myths-how-real-world-of.html
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Simply Explained

"A dollar lent at 5 percent interest becomes 2 dollars in 14 years. 

That means the money supply has to double every 14 years just to 

cover the interest owed on the money existing at the beginning of 

this 14 year cycle.  

That means that every 14 years, banks siphon off as much money in 

interest as there was in the entire economy 14 years earlier . This 

tribute is paid for lending something the banks never actually had to 

lend, making it perhaps the greatest scam ever perpetrated, since it 

now affects the entire global economy. "

ñWeb of Debt http://www.webofdebt.com/articles/dollar -deception.php

http://www.webofdebt.com/articles/dollar-deception.php
http://www.webofdebt.com/articles/dollar-deception.php
http://www.webofdebt.com/articles/dollar-deception.php
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REVIEW
What does the Fed Really do?

They spend 4¢ on a piece of paper with ink or type in ones and zeros on 

a computer and

STEAL YOUR SAVINGS 

DEVALUE YOUR EARNINGS

SYPHON INTEREST AND FEES

SYPHON YOUR TAX DOLLARS THAT COULD 

BE GOING BACK INTO OUR COUNTRY!
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This Should also Answer   

the Question of Why the 

Banks Got Bailed Out

ïBecause the banks own shares 

in the private company (Federal 

Reserve) that is  printing the 

money to do the bailouts.

ïAlso, without the banks creating 

more debt, the system falls like 

a house of cards.
http://digitalchemy.wordpress.com/2

009/08/23/forget -about -your -house-

of-cards/

http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
http://digitalchemy.wordpress.com/2009/08/23/forget-about-your-house-of-cards/
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Congress Enables Banksõ 

Reckless Behavior

Å The Glass -Steagall Act of 1933 was enacted during the Great 

Depression. It protected bank depositors (You) from the 

additional risks associated with investment banks, and essentially 

kept them separate from traditional commercial banks.
http://www.investopedia.com/terms/g/glass_steagall_act.asp

Å Gramm ðLeach ðBliley Act of 1999 Repealed part of the Glass -

Steagall Act of 1933, allowing investment banks to again co -

mingle with commercial (regular) banks.
http://en.wikipedia.org/wiki/Gramm ðLeachðBliley_Act

WITHOUT THE REPEAL OF GLASS -STEAGALL WE MAY NOT BE 

IN THIS CURRENT CRISIS

Å Brooksley Born warned Greenspan, Summers and Congress 

during the Clinton Era about the dangers of Derivatives 
Watch the PBS special here:  http://www.pbs.org/wgbh/pages/frontline/warning/

http://www.investopedia.com/terms/g/glass_steagall_act.asp
http://en.wikipedia.org/wiki/Gramm%E2%80%93Leach%E2%80%93Bliley_Act
http://en.wikipedia.org/wiki/Gramm%E2%80%93Leach%E2%80%93Bliley_Act
http://en.wikipedia.org/wiki/Gramm%E2%80%93Leach%E2%80%93Bliley_Act
http://en.wikipedia.org/wiki/Gramm%E2%80%93Leach%E2%80%93Bliley_Act
http://en.wikipedia.org/wiki/Gramm%E2%80%93Leach%E2%80%93Bliley_Act
http://www.pbs.org/wgbh/pages/frontline/warning/
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Now you should see why no one 

has gone to jail

BECAUSE IT IS HOW THE SYSTEM IS SET UP!

Call it an Oligarchy, Plutocracy, Aristocracy whatever ð

You are not part of it! 

Å For the feds, some Wall Street firms are too big ñ to punish
http://www.mcclatchydc.com/227/v -print/story/80277.html

ÅWHERE ARE THE COPS?
http://market -ticker.denninger.net/archives/724 -WHERE-ARE-THE-COPS.html

ÅWHERE ARE THE DAMNED INDICTMENTS?
http://market -ticker.denninger.net/archives/1647 -WHERE-ARE-THE-DAMNED-INDICTMENTS.html

Å "Wall Street was just playing by the regulatory rules that it 

helped write." Will any Wall Streeters go to jail for this?
http://money.cnn.com/2009/09/08/news/economy/wall_street_criminal_probes.fortune/index.htm?postversion=20090
90909

http://www.mcclatchydc.com/227/v-print/story/80277.html
http://www.mcclatchydc.com/227/v-print/story/80277.html
http://www.mcclatchydc.com/227/v-print/story/80277.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/724-WHERE-ARE-THE-COPS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://market-ticker.denninger.net/archives/1647-WHERE-ARE-THE-DAMNED-INDICTMENTS.html
http://money.cnn.com/2009/09/08/news/economy/wall_street_criminal_probes.fortune/index.htm?postversion=2009090909
http://money.cnn.com/2009/09/08/news/economy/wall_street_criminal_probes.fortune/index.htm?postversion=2009090909
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Economic Impact

"If Congress has the right under the Constitution to 

issue paper money, it was given to be used by 

themselves, not to be delegated to individuals or 

corporations."ñ Andrew Jackson
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Expansion & Contraction
Å In the way this system is set up, you have periods of expansion and 

contraction rather than a constant growth based on production.

Å The contraction part is important as it clears out the bad 

investments and makes way for new investments. (Or you could say 

the contraction clears out the bad loans and once the banks 

repossess the assets, they can create new loans against them.)

But what happens when 

you never let the system 

clear and you just pump 

more "money" in the 

system to cover up the bad 

loans or investments?

http://tutor2u.net/economics/gcse/revision_notes/big_p

icture_business_cycle.htm

http://tutor2u.net/economics/gcse/revision_notes/big_picture_business_cycle.htm
http://tutor2u.net/economics/gcse/revision_notes/big_picture_business_cycle.htm
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Å All this 'papering over' pumps more money in the economy.

Bubbles are Blown

http://www.ritholtz.com/blog/2009/02/homes -still -too-pricey -to-stabilize/

Å While the Federal 

Reserve can control the 

amount going into the 

economy it can't control 

where the "money" goes.

Å After the Dot -Com 

bubble burst, the Fed 

flushed the market with 

cheap credit and an even 

bigger bubble was 

created in housing and 

consumer credit.
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Americans Turn to Credit Cards

Å Our economy is based on 70% consumption -shopping, eating etc.

Å With all the credit being pumped in the system, prices rise. Due

to the wages not keeping up, consumers turned to their credit

cards to uphold their standard of living .

Outstanding consumer credit

went from $128 billion [in

1970] to $2,525 billion [ 2.5

Trillion], or a 1,973% increase

- and this is only consumer

credit, ignoring mortgages,

financial firm credit, business

credit, commercial real estate

and of course government debt!

http://market -ticker.org/archives/1400 -The-Foolishness-

Of-CNBCs-Economic -Analysis.html
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Debt Saturation
But eventually, the debt burden becomes too much 

relative to income, and the consumer must cut back on 

spending to pay down debt or default.


