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Stocks edged lower last week despite a powerful end-of-
week rally.

The Standard & Poor’s 500 Index lost 0.48 percent, while the
Nasdaqg Composite Index slid 0.51 percent. The Dow Jones
Industrial Average fell 0.60 percent. The MSCI EAFE Index,
which tracks developed overseas stock markets, dropped
0.90 percent.’?

Selling Then Buying

Stocks were under pressure right out of the gate on Monday
for no apparent reason other than worries over the loss of
year-end momentum. By the end of trading on Monday,
markets recovered some losses, but the selling picked up
again on Tuesday.>*

After being closed for the New Year’s holiday, stocks opened

higher for the first trading day of 2025. But sellers gained the

upper hand by the end of trading. On Friday, Investors perked
up with tech stocks leading a recovery rally that erased most
of the week’s losses.>®
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Megacap’s Mega Influence

Megacap tech stocks have captured many headlines over
the last two years as the S&P 500 posted double-digit
returns (24 percent for 2023 and 23 percent for 2024).

And for a good reason—megacap tech stocks were doing
most of the work. For example, during the past 12 months of
trading, more than half (53 percent) of the S&P 500’s return
can be attributed to the Magnificent Seven-the seven
megacap tech companies that most investors would
consider household names.’

This Week: Key Economic Data

Monday: Fed Official Lisa Cook speaks. Factory Orders.
Tuesday: Fed Official Thomas Barkin speaks. International
Trade in Goods and Services.

Wednesday: FOMC Minutes released. ADP Employment
Report. Fed Official Christopher Waller speaks.

Thursday: Stock market closed for President Carter’s state
funeral.

Friday: Employment Situation. Consumer Sentiment.

“It is foolish to be convinced without evidence, butitis
equally foolish to refuse to be convinced by real evidence.”

— Upton Sinclair



Of Note &
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The rulers and the ruled in the Western world have long
succumbed to a particularly devilish temptation: replacing
commodity (or precious metal) money with state-issued,
unbacked money, known as fiat money. In a sense, they have
been seduced by the power to increase the quantity of
money arbitrarily and in unlimited amounts at any time. The
temptation to centrally control the economy was and
remains irresistible.

The transition from gold to fiat money happened quite some
time ago. Many people probably no longer remember August
15, 1971, when the end of the gold-backed monetary system
was announced. On that day, the US administration under
President Richard Nixon (1913-1994) declared that the US
dollar would no longer be redeemable in gold. And, with the
end of the dollar’s gold backing, a global fiat money system
was effectively created, a system in which all major
currencies are literally produced “out of thin air.” But why did
the shift away from commodities or gold-backed currencies
occur?

The US took this step to avoid impending insolvency. The
amount of US dollars it had issued over the years far
exceeded the amount of gold the US Treasury had in its
vaults, and which was redeemable at 35 US dollars per
ounce of physical gold. By the late 1960s, more and more



countries with US dollar reserves began converting their
greenbacks into physical gold at the Federal Reserve Bank in
New York. It became evident to the Nixon administration that
sooner or later the US would no longer be able to fully
redeem the dollar for gold. To avoid insolvency, the
Americans simply suspended the gold convertibility of the
US dollar “temporarily.”

In fact, the actual suspension of the US dollar’s gold
redeemability suited political rulers. Finally, the state had
achieved control over the money supply like never before.
On the one hand, there was the belief that politicians and
central bankers could better manage the economy and
navigate through crises—with the (flawed) economic theory
of John Maynard Keynes (1883-1946) providing the
theoretical framework and attracting many fervent followers.
But, even more importantly, the idea of a national control
over the quantity of money promised insulation from
(unwelcome) developments in the rest of the world—nations
could, from now on, pursue their own monetary and
economic destinies, set interest rates according to their
domestic needs, and all without fearing unwanted inflows or
outflows of physical gold money.

No matter what well-sounding promises the proponents of
fiat money made, the reality has been anything but
satisfactory. It is fair to say that fiat money has truly turned
into a curse. Fiat money is chronically inflationary, losing its
purchasing power over time. It benefits a few at the expense
of many; it is socially unjust. Fiat money causes crises,
boom-bust cycles, and it leads the economies into a



situation of over-indebtedness. Sooner or later, states,
banks, and private citizens will be crushed under the weight
of the debt accumulated in the fiat money system.
Eventually, there will be a day of reckoning: defaults, large-
scale recession and depression, or high price inflation—
destroying the purchasing power of money—or any
combination of these things.

One special reason for abandoning commodity (or gold-
backed) money has received relatively little attention to this
day, perhaps because it is particularly sinister: fiat money is
an elixir of growth for the state—making it larger and more
powerful—steadily eroding, undermining, and abolishing
civiland entrepreneurial freedoms. Here is the explanation:
With the seemingly limitless possibility of expanding the
quantity of fiat money, the state can literally buy anything,
penetrating every sector of the economy and society,
becoming the dominant player and eventually controlling
everyone and everything. This process typically unfolds
slowly at first but then accelerates.

What is more, fiat money allows the state to exploit crises for
its own ends. For instance, aggressive foreign policies and
wars can be financed relatively easily with inflated money.
States do not need to raise taxes to secure additional
funding (which is politically unpopular). They simply issue
new bonds, which are bought by central banks and
commercial banks in exchange for new fiat money. The
general population usually does not see through this
process, making it difficult for people to understand the true



causes of the ensuing price inflation—the inevitable
consequence of expanding the quantity of fiat money.

In times of wairr, it is also quite convenient for the states and
their representatives to blame the enemy for high domestic
price inflation. And, since the enemy is causing so much
harm, it is argued, it must be fought even more fiercely. This
is arecipe for prolonged, brutal wars, during which the rulers
can further control, monitor, and subjugate the broader
population.

These considerations should have made clear that fiat
money helps in gradually destroying and abolishing what
remains of the free economy and society. Fiat money is a
critical, highly-effective tool in the hands of those who seek
to establish a “system of unfreedom for the masses.” This is
an insight that Austrian economist Ludwig von Mises (1881-
1973) articulated as early as 1912, when he wrote:

It would be a mistake to assume that the modern
organization of exchange is bound to continue to exist. It
carries within itself the germ of its own destruction; the
development of the fiduciary medium [that is, artificial
credit] must necessarily lead to its breakdown.

It is against this backdrop that one can, and should, argue
that fiat money is indeed something truly diabolical. It does
not serve the common good, it causes developments in the
economies that are not acceptable by common standards.
In fact, fiat money must raise serious economic and ethical
concerns.



It is likely that Western economies are only at the beginning
of realizing the full extent of the problems created by using
fiat money. As noted earlier, one of the most dangerous
consequences of fiat money is the unchecked growth of the
state, which has now morphed everywhere into what can be
described as the “Deep State.” The deep state ensures that
ideologies hostile to freedom—such as the “Great Reset,”
the UN’s “Agenda 2030,” and the “New World Order”—have
gripped the thinking and actions of many people. The
problems created by fiat money, therefore, are not confined
to price inflation and the devaluation of money. No, they
extend much further. With it, economies and societies lose
their freedom, the foundation of prosperity and peace.
From a religious perspective, one could consider the
acceptance and spread of fiat money as a grave sin—a
reflection of the flawed state of humanity and leading a
misguided life. Fiat money stands for deceit, false testimony,
and the insidious plundering of some by others. The
economic and ethical defects of fiat money are undeniable.
In particular, the immense power and potential for abuse
that comes with centralized control over money
production—the lure of “all the kingdoms of the world and
their splendor”—are simply too much for humans to handle.
The consequences of hubris and self-righteousness, of
monopolizing money production in the hands of a few, are
beyond human control and are the root of many evils.
However, public awareness of the problems caused by fiat
money currently seems to be quite limited. As a result, the
global fiat money system is likely to continue for the time
being, with the well-known consequences: inflationary
surges, unjust distribution of income and wealth, financial



and economic crises, and ever-growing debt burdens—as
well as increasingly powerful and dangerous states. The
likelihood of fiat money ending on a positive note is highly
improbable—for it is, quite literally, “the devil’s money.”®
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The
return and principal value of investments will fluctuate as market conditions change. When sold, investments may be worth
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(MSCI) and serves as a benchmark of the performance of major international equity markets, as represented by 21 major MSCI
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