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Hello New World, Update # 4 

Good Friday 4/10/2020 
 

Are we about to witness the biggest financial tug-of-war in the history of mankind? I 

think so. In one corner you have the free market, and capitalism, along with history and common 

sense. This corner is being represented by fundamentals. Things like corporate earnings, 

employment/unemployment, and virtually every other economic statistic to come forth over at 

least the next few months. All of these are heading south, many at a downward pace never before 

experienced. In the other corner you have the power brokers, socialism and central control. They 

are being represented by the World’s Central Banks, led by the U.S. Federal Reserve, who have 

just in the past few weeks, committed to print over $6 trillion to try to forestall economic 

collapse and reflate Mr. Market’s bubble. So, by all logic and historical context, stocks should 

now be entering the second phase of the Bear market. On Thursday April 9th, the S&P 500 

completed its “perfect” 50% retracement. (Please see update letter #2 dated 3/27/20). On the 

other hand $6 trillion is an unfathomable amount of money. For example, it is 3 ½ times the 

amount of money the U.S. Government received in total Income Tax collections in 2019. If you 

spent 8 million dollars every day since Jesus was born to today, you would still have money left 

over. So, who do you think will win? History and common sense or the money? For now, I’m 

sticking with history, but who knows? 
 

Last week was the best week for stocks since 1974, with major indexes up 11-13% for 

the week, but the S/P 500 is still 3% lower than it was one year ago. Smaller stocks, as 

represented by the Russell 2000 Index are 21% lower than one year ago. In contrast, the 

gold/silver mining index (XAU) was up 16% for the week and up 29% from one year ago. Gold 

itself is in the mid $1,700 per ounce range, not too far from an all-time high. If gold stays at this 

price or goes higher, the mining shares may still have some “room to run” to catch up. With the 

Fed taking interest rates to zero, and with an unholy amount of new money being manufactured 

out of thin air, the future for the precious metals might just be quite bright. (BlackRock and 

Goldman Sachs last week projected that the Fed balance sheet could exceed $10 trillion by the 

year end. It already exceeds $6 trillion.)  
 

The total debt of ALL U.S. households (mortgage + car + college + credit card + all 

other) is only $14.5 trillion. At this pace, within one year or so, the Fed may print enough new 

money to have paid off all of our debts. All of them! Amazing! With some of their new money, 

the Fed announced they will even be buying “a small amount” of junk bonds. When they said a 



 

 

couple months ago that there is no limit, I guess they meant it. It seems to me that “The camel’s 

nose is under the tent.” These likely illegal, newly found powers, greatly concern me. Meanwhile 

on Tuesday, Uncle Sam crossed $24 trillion in debt, and added another $100 billion just the next 

day. We were at $12 trillion of debt 10 years ago, and $22 trillion one year ago. $30 trillion just 

around the corner? 
 

V.A.T., Value Added Tax. (Essentially a hidden National sales tax.) The three dirty 

words no politician wants to be the first to utter. Once this crisis is over, then there will be a 

debate on how to pay for it all. Now in reality, it will never be honestly paid for. It can’t be. It is 

basically mathematically impossible! The only realistic way out of all this debt will be to inflate 

our way out of it. But what a great excuse to bring even more power (and revenue) to the Federal 

Government and all of its swamp creatures, bureaucrats and power brokers. I predict that within 

a couple of years, the push for a V.A.T. will be in full swing. 
 

As for the virus, it is proceeding along somewhat better than many initial projections. 

Very slow progress seems to be being made. In the greater Houston area, as of today there were 

4,892 total confirmed cases (almost 2.5 times last week’s number), with 813 recoveries (3 times 

last week’s number), 77 deaths (up from 26 last week) for a net of 4,002 active cases. Many 

medicines are being tested and show progress, but we are still likely months away from turning 

the tide and yet a long way away from ultimate victory…a vaccine. We will get there, but the 

simple reality is that we are still in the early innings of this game. 
 

Meanwhile, the President is talking about geographically, over time, reopening the 

economy. I guess it makes sense. Less populated areas open first. The reality is that this is mostly 

symbolism. After all, how much of the nation’s Gross Domestic Product (GDP) comes out of 

North Dakota and Montana? I’m reminded of the words from an old Frank Zappa song, “Movin 

to Montana soon, gonna be a dental floss tycoon.” If Frank Zappa’s kids, Moon Unit and 

Dweezil followed Dad’s dream to Montana, then I guess they will be free again before the rest of 

us are. God Bless ‘em. 

Stay boring to stay safe. 
 

Sincerely, 
 

Michael W. Hesse, CFP, CLU, ChFC, CPFA 

Texas Wealth Management LLC, Managing Member 

 

Disclosure: The views expressed herein are not necessarily the opinion of FSC Securities Corporation.  


