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HAITI, CATASTROPHE IN THE CARIBBEAN

ONE OF THE WORLD’S MOST VULNERABLE COUNTRIES IS DEVASTATED BY A
MURDEROUS EARTHQUAKE

Jan 14th 2010. From The Economist

IF THERE is one country in the Americas that cannot afford to suffer a natural disaster, it is dirt-poor
and politically fragile Haiti. In 2008 four tropical storms killed 800 people, left Im of the 9m
population homeless and wiped out 15% of the economy. But the earthquake that devastated the
country, including Haiti’s capital, Port-au-Prince, just before 5.00pm on January 12th was a yet
crueller blow.

Many died — how many nobody will know until Haiti’s people and the rescue workers who began
arriving the next day have completed the grim task of picking through the choking mounds of rubble
and concrete. But by the morning of January 14th they were talking of tens, if not hundreds, of
thousands of lives lost as schools, hospitals, houses, offices, shops and the cathedral and the
headquarters of the United Nations mission collapsed in those 45 murderous seconds. The president,
René Préval, as stunned and dazed as the people seeking refuge in the streets, said simply, “It is a
catastrophe.”

No one yet knows how widely the earthquake’s devastation has spread. There has been almost no
news from the towns outside the capital, nor from the remoter areas that may have suffered
landslides. But if the terrible scenes in Port-au-Prince are any guide, the suffering has been on a
sickening scale.

Human limbs protruded from destroyed buildings, while muffled cries from victims trapped within

filled the thick air. The screams and wails of the injured and mourning mixed with prayers and
hymns from dazed, disbelieving survivors caked in dust and blood.
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The physical destruction was almost as shocking. Entire hillsides that had been packed with slums
had been swept bare. No landmarks were spared. The magnificent white rotunda of the presidential
palace caved in, as did part of the parliament building, the roof and sides of the national cathedral,
the offices of several international aid agencies and the Hotel Montana.

The quake has degraded an already feeble health service by destroying many hospitals and clinics,
including all three aid centres run by Médecins Sans Frontieres, an NGO. The lack of medicine and
facilities and the scale of the injuries mean that many people will perish from a lack of timely
medical care.

Haiti will have to start all over again, from even weaker beginnings. Over the coming years it will
need a lot of help.

FULL ARTICLE>

http://www.economist.com/world/americas/displaystory.cfm?story id=15287363

BANKRUPTCY OF U.S. NOW CERTAIN - Porter Stansberry — www.wnd.com

It's one of those numbers that's so unbelievable you have to actually think about it for a while ...

Within the next 12 months, the U.S. Treasury will have to refinance $2 trillion in short-term debt.
And that's not counting any additional deficit spending, which is estimated to be around $1.5 trillion.

Put the two numbers together. Then ask yourself, how in the world can the Treasury borrow $3.5
trillion in only one year? That's an amount equal to nearly 30 percent of our entire GDP. And we're
the world's biggest economy. Where will the money come from?

How did we end up with so much short-term debt? Like most entities that have far too much debt —
whether subprime borrowers, GM, Fannie, or GE — the U.S. Treasury has tried to minimize its
interest burden by borrowing for short durations and then "rolling over" the loans when they come
due. As they say on Wall Street, "a rolling debt collects no moss."

What they mean is, as long as you can extend the debt, you have no problem. Unfortunately, that
leads folks to take on ever greater amounts of debt, at ever shorter durations, at ever lower interest
rates. Sooner or later, the creditors wake up and ask themselves: What are the chances I will ever
actually be repaid? And that's when the trouble starts. Interest rates go up dramatically. Funding costs
soar. The party is over. Bankruptcy is next.

When governments go bankrupt, it's called a "default." Currency speculators figured out how to
accurately predict when a country would default. Two well-known economists — Alan Greenspan and
Pablo Guidotti — published the secret formula in a 1999 academic paper. The formula is called the
Greenspan-Guidotti rule.

The rule states: To avoid a default, countries should maintain hard-currency reserves equal to at least
100 percent of their short-term foreign debt maturities. The world's largest money-management firm,
PIMCO, explains the rule this way: "The minimum benchmark of reserves equal to at least 100
percent of short-term external debt is known as the Greenspan-Guidotti rule. Greenspan-Guidotti is
perhaps the single concept of reserve adequacy that has the most adherents and empirical support."
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The principle behind the rule is simple: If you can't pay off all of your foreign debts in the next 12
months, you're a terrible credit risk. Speculators are going to target your bonds and your currency,
making it impossible to refinance your debts. A default is assured.

So how does America rank on the Greenspan-Guidotti scale? It's a guaranteed default.

The U.S. holds gold, oil, and foreign currency in reserve. It has 8,133.5 metric tons of gold (it is the
world's largest holder). At current dollar values, it's worth around $300 billion. The U.S. strategic
petroleum reserve shows a current total position of 725 million barrels. At current dollar prices, that's
roughly $58 billion worth of oil. And according to the IMF, the U.S. has $136 billion in foreign-
currency reserves. So altogether, that's around $500 billion of reserves. Our short-term foreign debts
are far bigger.

According to the U.S. Treasury, $2 trillion worth of debt will mature in the next 12 months. So
looking only at short-term debt, we know the Treasury will have to finance at least $2 trillion worth
of maturing debt in the next 12 months.

That might not cause a crisis if we were still funding our national debt internally. But since 1985,
we've been a net debtor to the world. Today, foreigners own 44 percent of all our debts, which means
we owe foreign creditors at least $880 billion in the next 12 months — an amount far larger than our
reserves.

Keep in mind, this only covers our existing debts. The Office of Management and Budget is
predicting a $1.5 trillion budget deficit over the next year. That puts our total funding requirements
on the order of $3.5 trillion over the next 12 months.

So, where will the money come from? Total domestic savings in the U.S. are only around $600
billion annually. Even if we all put every penny of our savings into U.S. Treasury debt, we're still
going to come up nearly $3 trillion short. That's an annual funding requirement equal to roughly 40
percent of GDP.

Where is the money going to come from? From our foreign creditors? Not according to Greenspan-
Guidotti. And not according to the Indian or Russian central banks, which have stopped buying
Treasury bills and begun to buy enormous amounts of gold. The Indians recently bought 200 metric
tons. Sources in Russia say the central bank there will double its gold reserves.

So where will the money come from? The printing press. The Federal Reserve has already monetized
nearly $2 trillion worth of Treasury debt and mortgage debt. This weakens the value of the dollar and
devalues our existing Treasury bonds. Sooner or later, our creditors will face a stark choice: Hold our
bonds and continue to see the value diminish slowly, or try to escape to gold and see the value of
their U.S. bonds plummet.

One thing they're not going to do is buy more of our debt. Which central banks will abandon the
dollar next? Brazil, Korea and Chile. These are the three largest central banks that own the least
amount of gold. None owns even 1 percent of its total reserves in gold.

All of this is going to lead to a severe devaluation of the U.S. dollar, which I expect to happen within
18 months. If you haven't taken steps to protect yourself from the coming devaluation — like owning
gold and silver bullion, foreign real estate, and farmland — make sure you do it soon. The dollar rout
is coming.
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