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C. AUSTIN FITTS: As always, it's my pleasure to welcome back to 7he Solari
Report Franklin Sanders, who is over in South Carolina trying to have a
vacation, but of course we won’t let him. And anyway, so unusually, ’'m
in Tennessee and Franklin’s out and about. So, Franklin, welcome back
to The Solari Report. We have, of course, the Precious Metals Report
and we have a lot to talk about.

FRANKLIN SANDERS: Oh, yes. Well, thanks for inviting me. Diving right off
the board into the ocean, I don’t think, you know, there are a lot of
times when you look at charts and look at markets that you’re just really
confused and you think, ah, I don’t know “sick-em” from “come here”
about what’s going on. This is not one of those times. It’s not one of
those times in gold and silver. It’s not one of those times in stocks.
Currencies are confused but they always are confused because you don’t
know how the manipulators are going to manipulate them.

But silver and gold have had a huge run since June, and right now I have
to work on the assumption that the 27t of June, the lows on the 27% of
June which was about $11.80 for gold and about $18.00 to $20.00 for
silver, that those are the lows for the big, long correction that lasted from
April and August of 2011 until this year, and the best comparison to
understand that correction is to look back at 1974 or 75 and ’76 in the
gold market and the silver market, and if you remember at the last of
1974 and the first day of 1975, gold ownership was to be legalized in the
United States. Now, I won’t take a detour to say how stupid it is to treat
gold and silver like heroin but in any event they did, and in the
anticipation of that, gold reached $195.50 right at the end of December
and then, oh my goodness, the government whacked gold.

The treasury had these gold auctions. The IMF had gold auctions.
Everybody they could pull in had gold auctions to try and drive the price
down, and of course the oil sheiks who were having to take dollars and
didn’t want them were just as happy as they could be to buy up the U.S.
gold that way on the cheap, and this kept up until, well they kept on
doing the auctions through ’79, I think, but this kept up until August of
’76, driving down the price, and they drove down the gold price about
nearly 50% to $102.50. That was the low late in August of 76, and
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then it rose from there about 8.5 times, and silver rose about 12.5 times.
So if you look at the sweep of the whole gold market from 1960 to
1980, gold's performance from that low in '76 and silver's performance
from that low in "76 were better than anything they had turned in
before, better than any period before.

So I think that’s what we’ve come through. 1 “I think this has been
think this has been the big correction, sort of in  ¢he bi correction, sort
the middle, not exactly in the time middle but of in the middle, not

in the middle of the progress of the bull Iv in the ti
market, and there’s several things that make me exactly in the time

think that if you look at a longer-term gold middle but in the
chart, what you see is that we’re right about the middle of the progress
place, ah, we're at the meeting of the of the bull market...”

downtrend line from those highs in 2011, and

the same is true in silver. Actually, silver has crossed that downtrend line
from the April 2011 high, and all those things just give the appearance
of a long-term bottom.

Gold has not quite gotten through that long-term downtrend line but
it’s not unusual when you get, you know, when you’ve had that long of a
correction for it to take more than one try to breach an important
resistance line like that; but the more important resistance in gold is
$15.50 where it broke off back in April, and for silver that’s about $27,
so they need to get through there. The gains this summer have been
wonderful from $11.80 to $14.34 for gold; and for silver, from $18.20
to $25.12. I mean, those are huge gains. And they’ve digested them
well, and right now they’re in the middle of sort of short-term
corrections that will take silver probably down to $22.50 or $22.00 and
gold down to $13.50, and those are really going to be historic places to
buy.

In other words right now, in the next couple of days, will be one of those
historic opportunities where you can point back at the chart and say,
"That’s the place we ought to have bought," unless they break those
levels, and of course you never have any guarantee beforechand. There’s
more than that. Now I'm just talking. If you want to interrupt me,

please do.
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C. AUSTIN FITTS: Well, you know, one of the things I was going to say, |
don’t remember a time when, among the large financial institutions,
there was such divergence of opinion being publicly stated about what
they anticipate. I was just looking at Stewart Thompson’s newsletter this
morning, and he’s affirming what’s come to me from other people in the
market. SocGen, UBS, and Goldman are talking about tanking to
$1,250. Actually, one of them was $1200. Commerce Bank is calling
for a low of $1,180. Bank of America, who was critical in driving the
drop in April, is a bull, saying it’s up. Barclays is saying it’s down.
You've got a couple of other saying it’s up, and of you look at the
divergence of what they’re expecting by the end of the year, it’s a massive

spread.

So some are really saying, "Okay, we're going to test the low again"; and
others are saying, "No, the lows are over, here we go." But if you look at
sort of the large financial institutions, there’s incredible divergence in
terms of what they’re saying publicly, and I don’t remember it being that
sort of publicly — I don’t remember the large financial institutions being
that incoherent publicly. Do you know what I mean? It’s almost as
though the Midianites are warring again and everybody’s trying to figure
out who can rig it what way.

FRANKLIN SANDERS: Well, I was talking to a customer of mine who manages
a small hedge fund, like 500 million dollars, 200 million, something like
that, and he said that everybody he talks to about stocks believes it’s a
casino. They have to play but they all think it’s a casino. They can’t
find, you know, any rational footing for it. And I think that’s reflected —
what you see happening in silver and gold is reflecting that because if
you look at the industrials, the Dow in gold or the Dow in silver, what
you see is that we've had a bear market rally up through the downtrend
line and slightly past it and then, boy, in July and August they came
crashing down, both of those, both the Dow in silver and the Dow in
gold, and silver actually moving faster than gold back to that downtrend
line, and they bounced off of that downtrend line but it looks like they’ll
go back through.

This is one of those places where interpretation is everything because
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they might have broken out of the downtrend line and returned for a
final kiss goodbye or they might pierce it again and continue to fall. The
best reason I can give you for saying they ought to to continue to fall is
the target, the long term target. Once the primary trend starts in silver
and gold and stocks versus silver and gold, it tends to go all the way in
gold to 1 to 2 ounces to buy the entire Dow in silver to say 16 to 32
ounces to buy the entire Dow.

And when I say it tends to go to that, if you look at the history of bull
markets in silver and gold for the last hundred years versus stocks, then
you see that they keep returning to that price. So if something there in
the market, I don’t know what it is, I don’t have to know what causes it,
I only have to observe that it exists like gravity of some kind, and that
implies that we have a long way to go in the Dow in silver and the Dow
in gold, a long way to go down, that is silver and gold gained a whole lot
against stocks.

If you look at stocks by themselves, the S&P 500 has been
outperforming the Dow. The Dow has been strangely sluggish
compared to the S&P 500, and it’s obvious, I think, from the chart that
they have completed the correction that began at the first of August and
now turned back up because they, just in the last two days, pierced the
downtrend line. The S&P is above its 50-day moving average, the Dow
is not, and the moving average is to show you which way the
momentum is. When they’re above the moving averages, it means the
momentum is up. I think what you’re going to see is another high in
stocks, maybe a new nominal high, and everybody will think that’s just
great before they fall of the cliff because we’re approaching the top of a
300-year cycle and so that’s what we’re going to see sometime between
now and, say, the first quarter of next year, and that’ll be a startling
correction.

If you look at what’s, you know, one of the things driving the stock
market, it’s not just the new money that Bernanke has printed, it’s also
his zero interest rate policy. The zero interest rate policy drove people
into bonds, into U.S. government bonds specifically, because why
should they take the risk of investing in stocks when returns are so low,
so the zero interest rate policy drove people into bonds.
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The interest rate broke out earlier this year, well really it started in
December of last year, and it’s proven that breakout, and now both
whether you look at the 30-year bond deals or the 10-year bond deals,
you can see that Bernanke and his zero interest rate policy are in trouble;
I mean they’re gone. Rates are going up, interest rates are going up.
They have not yet broken out of the 30-year downtrend but they’re
certainly moving in that direction.

So those rates rising don’t necessarily throw the brakes on the stock
market because rates can rise when the stock market is rising but they do
make me wonder whether there will be some kind of debacle in the bond
market because Bernanke created a bubble in the bond market just the
way his predecessor created a bubble in real estate, and before that it a
bubble in the stocks, and just bubble in that bubble. That’s the way
they do, they flounder from one kind of bubble, and they flop from one
kind of bubble to the other.

C. AUSTIN FITTS: Well, let me just point out, because I kind of look at this
much more politically. You know, I tend to come at this thing from a
political standpoint, and what I see is we’ve had the Fed, I believe,
successfully pull in the remainder of the fraudulent paper that they
didn’t pull in during the bailouts, and basically, the fraud from the
financial coup d’état is shredded, and that means we now have two
economies. We have an old economy that has the legacy liability, so it's
got, you know — so I'm just grossly oversimplifying.

So we have 100 trillion dollars of liabilities in the old economy and 50
trillion of assets, okay, so we don’t have the assets we need to carry all
the liabilities, and that’s, you know, retirements, healthcare, etc. And
then in the new economy, we’ve pulled over 50 trillion, and they’re
doing quite fine, okay? So now that you've got the fraudulent paper,
now that you've got the money across and you’ve got the fraudulent
paper shredded and you’re past the statute of limitations on a lot of
things, so that 50 trillion dollars is safe, now I think the decision has
been made to lower the boom.

Now, the legacy economy was financed with bonds so the question in
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the legacy economy — whether it’s bond holders or retirees or pension
fund beneficiaries or municipal unions — of the 100 trillion liabilities
who’s going to get a dollar, who’s going to get fifty cents, and who'’s
going to get zero? — And so part of that is the turn in the bond market
because, you know, the creditors are part of that 100 trillion fighting for
the 50. So between retirees, union officials, and labor, and creditors,
you’re now going to have a war for the 50 cents on the dollar; and you're
right, I think interest rates, certainly on the long end, are going to come
up as part of that.

And then over in this new system, the stock market, I think one of the
things we’re looking at as one of the scenarios is we’re going to get a
crash-up which is basically the money that’s been printed is going to be
funneled into a rising stock market — and there’s some other things I
want to talk about there — but, you know, I'm with you, Franklin. I
think the thing to watch here, to me, the number one variable to watch
right now in the market is interest rates, and I think the lowering the
boom on that old economy and what’s going to go on in the bond
market is going to be one of the most
unprecedented financial experiences of life on
planet earth for the last 5,000 years, so I think

this is going to be quite a scene. So to me, .
interest rates are absolutely the thing to watch, abS()lutely the thmg to

and one of my questions is what does rising watch, and one of my
interest mean? What does that mean for the questions 1s what does

gold price? rising interest mean?”

“Interest rates are

FRANKLIN SANDERS: Well, let me add here one little confusing thing that
may bother some of your listeners. Interest rates and bond prices move
opposite to each other so what we’re saying, what we’re presupposing is
that everyone who’s listening understands that when we say interest rates
are going up that means bonds are going to tank. Binds go down exactly
in proportion as interest rates rise.

C. AUSTIN FITTS: Okay, so just because they’re not going to, set me just say
one thing: the impact on bond prices depends on maturity, and I think
one of the things you and I probably both think is the long — you know,
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the 30-year treasury and 30-year corporates, 30-year bonds are headed up
because one of the questions here is, you know, I think certainly this year
we could get a situation where rates rise but they rise a lot more in the
long end than they do in the short and intermediate so —

FRANKLIN SANDERS: Well, and the reason for that is, if you’ve ever had one

of those old-time, you know, a bike inner tube and you stretched it out,
you know that the farther you stretch it, the more it hurts you when it
snaps back. — And Bernanke has done the most manipulation in the
long-end interest rates, and so they’ve got the farthest to snap back. In
other words, he has skewed the market and manipulated the market the
most away from where it would naturally go in the long end of the
market, and that’s what operation twist is all about, and that means that
the long end of the bond market will be the one that suffers the greatest
blow from the rising interest rates.

Thinking about interest rates, you made me think about the dollar too
because one of the things that the whole system depends on is that
foreigners but lots and lots of those bonds to recycle the dollars that they
get in trade and to recycle the trade deficit, and one of those markets
that’s confused right now is the currency market. Now, that’s kind of
always the case, and if you look at charts you can see that that’s the case
because you can see where a market apparently ought to go up but it goes
down, and then it ought to keep going down but it goes back up — those
are the currency charts — and right now, the dollar just can’t seem to get
up off the ground. It had a long drop in July that saw a bottom in
August, and it’s gone up since then but there’s not been much strength
to It.

On the other hand, the euro and the yen have just tanked since mid-
August. The yen especially has broken out of an upward channel and it
appears that the Japanese are targeting 125 yen to the dollar. Now it’s
not there yet. It’s about 100 cents to 100 yen right now but it certainly,
you know, when you break out of a long-standing channel like that, then
you've got at least a target of the last low, which was like 96.5, so I can’t
exactly figure out what they’re doing because the yen has broken, the
euro has broken, but the dollar is not taking off.
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C. AUSTIN FITTS: Well, one of the questions I have watching everything is,
you know, to what extent are we watching a situation where you’re just
seeing such a widespread fundamental distrust that it’s very deflationary
for almost everything.

FRANKLIN SANDERS: Because it just makes everybody pull in its horns.

C. AUSTIN FITTS: Right. I just think you're seeing, you know,
psychologically translating into financial, an entire planet sort of backing
off in fear. You know how animals will very slowly step away from the
one that they’re scared of while the predators come in to eat, and I think
everybody’s just saying, "Hmm, I don’t think this is under adult
supervision,” you know. So when I read these different banks with
wildly different projections, you know, at some point you kind of figure
well, the whole thing doesn’t make sense. So I think there’s a natural
deflationary force going on that’s part of what the system is grappling
with.

FRANKLIN SANDERS: Well, you know, that’s born out by happened to Draghi
last week, Mario Draghi, the head of the European Central Bank. There
were headlines within the last week, week-and-a-half, about his failure to
contain interest rates. Even the inter-bank lending rate in Europe is
rising. He had tried, and this has been one of the amazing things about
the course of this crisis since 2008 is the success of jawboning.

You know the Japanese, if you look at what they’ve done to their money
supply, it hasn’t really changed but they’ve brought the exchange rate
down from about 120 or so down to, well, excuse me, down from 106
down to 100. No, that’s not right. It's come down from about I think
120. Since they announced last year that they were going to gut their
currency, it's come down from about 125 to about 100, so a 20% drop
is pretty big without taking any actual action — without taking any
actual action. And Draghi had the same sort of success in Europe to
keep the lid on the crisis just by talking, and now that’s not working
anymore.

C. AUSTIN FITTS: Well, let’s just look into the little box of the legacy systems

10
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with 50 trillion in assets and 100 trillion in liabilities. Whether you're
dealing with the creditors, whether you’re dealing with labor, whether
you're dealing with people getting healthcare, whether you're dealing —
you know, if history has taught us anything, it’s that, whether you’re a
business leader, whether you’re a healthcare leader, whether you're a
government leader, turning around and coherently laying out the reality
and the options in a mature fashion and taking responsibility in that way
is a sure-fire recipe for getting slaughtered and getting nothing done.

FRANKLIN SANDERS: In other words, acting like an adult.

C. AUSTIN FITTS: Right. So providing adult leadership in that situation is a

zero success strategy with rare exceptions, you know, they're the
occasional miracles, but other than that — and so I think part of the
problem is you have all of the leadership acting bizarre and goofy, and
that’s part of what people are watching and saying it doesn’t make any
sense. Now, when I watch them it makes total sense to me because I
know it doesn’t make sense to, you know, it’s not a personally logical
strategy to act coherently and honorably in those situations.

You know, right now the message is crime pays and honesty and
leadership won’t within that territory. Now, if you go over to the
resource-rich, in the short run it’s a different story. So I think, to me,
that’s why it’s so important that everybody listening to the precious
metals market report, to The Solari Report, kind of have a picture of that
because otherwise it can be remarkably depressing to watch everybody
behave in really goofy ways.

FRANKLIN SANDERS: Well, what you’re saying is that they just are acting to

save their own hides. That’s the only thing going on is they’re acting to
save their own hides, to maintain their own position.

C. AUSTIN FITTS: Well, you know, I see a lot of good people in that system.

Now what happens is over the last 20 years, a lot of good people have
left, so a lot of good people say, "Look, I'm only going to be in this
position if I can act honorably, and apparently that’s gotten me killed so
I’'m going to leave." So they do, and so what you have — and it’s funny,

11
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Colonel Wilkerson was on The Solari Report about a month ago, a great
interview, and basically that’s what he was describing in the military.
What he’s saying that our problem is the leadership rising to the fore are
people who have risen over being obsequious and politics and slapping
out contracts to defense contractors, and the worse things get, the more
you have — you know, the cream is not rising to the top, the cream is
leaving, so how do we get reasonable leadership?

And I think that the thing you and I always come back to, and have
come back to for years, which is if the dollar depends on this machinery
being strong, and the machinery is constantly operating — you know,
taking advantage of the fact that it can borrow an infinite amount of
money and using that to become less and less productive, where do you
get the, you know, you have a non-virtuous circle between productivity
and money, and it’s getting worse, it’s not getting better, so I watch that.

FRANKLIN SANDERS: Did you say non-virtuous?
. “You have a non-
C. AUSTIN FITTS: Yes, you have a non-virtuous virtuous circle where,
circle where, you know, normally if ’'m allv if .
running a company and behaving in Looney normally it 1.m running
Toon ways, my money gets cut off, so the SEC & company and
won’t let my stocks stay publicly traded, the behavmg in Looney

exchanges won’t let me stay traded. You Toon ways, my money

knpw, if for 14 years I said, "Loc')k, I’'m not gets cut Off, so the SEC
going to produce audited financial statements )
won’t let my stocks stay

as required by law," that’s can’t go on for 14 .
years because the exchange and the SEC will p llbllCly traded, the

shut me down or my creditors will shut me CXChangCS won’t let me
down. Now we’re in a situation where I can stay traded.”

flagrantly, I'm the U.S. government, I can

break the law all day long and I can keep borrowing money and I can

keep paying for things with dollars because I have a military and a

position that will allow me to do that.

And so what happens is you go from a system that is dependent
ultimately on force, that is very overtly and out front dependent of force,

12



g\
N 7

& >

THE SOLARI REPORT PRECIOUS METALS MARKET REPORT SEPTEMBER 2013

and the problem with that is, of course, the military is exhausted from
war after war after war, you know. At what point can you keep that
going without some kind of, in other words, if you’re really going to
depend on the military, then you need the military to be organized for
productivity and efficiency as opposed to slapping out the right
contracts to defense contractors.

FRANKLIN SANDERS: Right.

C. AUSTIN FITTS: So what we’re saying is there’s a zero-one feedback loop.
You’re fine until you're not, and then it’s big bang.

FRANKLIN SANDERS: But the private sector economy works the same way as
the military economy, and that is that the more you steal, the easier it is
to get credit. In other words, the credit all is flowing to an elite that has
access to credit, and they use the credit not for productive ends but for
speculative ends.

C. AUSTIN FITTS: Well, I don’t think that’s true, Franklin, and let me just
say — because I want to just say what ’'m about to describe is not what I
think is right. I'm just talking about what I think is. IfT take the 40 or
50 trillion dollars and move it over into new legal entities where it’s not
encumbered by the 100 trillion dollars of liabilities, and I get an income
flow of 10% a year, but that’s too high. Let’s say I get and income flow
of 5% a year, I've now got 2.5 trillion a year in dividends and interest
which I can use to run essentially my private government.

So I've created an endowment that can then replace, you know, if you
think the defense contractors and the military need the federal budget,
we've now created an endowment that will give me the equivalent of the
same, if not more, tax flow I was having before, and 'm now
independent. I'm now free. I've just privatized government and a fee
flow. Now, that’s not to say 'm not going to try to grab as much of the
fee flow as I can from the ongoing U.S. income flow, U.S. taxes, but I'm
now sitting free and clear, and I've got the same cash flow to basically

build forward.

13
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So I think you’re literally looking at two parallel economies, and one is
sitting pretty and then one is in a slow grind to reconcile the 50 to 100
trillion; and that’s why, you know, I have all sorts of people saying, you
know, it’s going to collapse. No, I think the legacy systems are in a
slow-moving, slow-burn kind of collapse but you have this other
economy coming up, and if you look at what it’s coming up with in
terms of new technology, it’s amazing,.

And so the big question is, does that mean that the stock market
diverges into sort of two groups, one that’s dying and one that’s coming
up? — And we haven’t talked about crowd-funding, which I'd like to
touch base a little bit, but I think if you're looking at what the leadership
that’s engineered the financial coup d’état and is engineering this, sort
of, new economy, I think they’re doing a little bit like what they did in
’89 which is where you slam down credit on a whole sector of the
economy but then the stock market was strong, and it made those
players, you know, it made it much cheaper. Their P/Es were high.
They went in and bought up everything for cheap and took over market
share. So my question is, are they going to do the same thing but in a
much bigger way.

But to me, the critical issue in that new economy is the technology,
because I think the kind of technology they’re going to start rolling out
is very revolutionary to the economy, and if they try and engineer a
crash up in the equity markets, the fundamental economic productivity
is there to do it for business or certain kinds of businesses. Now, it’s
going to be devastating. The people who are going to get their liabilities
cut over in the legacy systems are also going to lose a lot of jobs because
it’s not going to create a lot of jobs for a lot of folks. This is very high-

tech work. So it’s a picture of hundreds of millions of people being left
behind.

FRANKLIN SANDERS: What are you going to do with them?

C. AUSTIN FITTS: Well, that’s the $64,000 question. Well, you know, I hate

to be gruesome because that’s not the way I like to look at things. In the
United States since 1990, the life expectancy of a woman my age
without a high school education has dropped five years.

14
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FRANKLIN SANDERS: Now you're getting into a subject so dark that I don’t
like to enter into it, and when I say that, ’'m not speaking superficially or
lightly. I'm speaking from depths of research, and anyone who does the
research into what I call the people haters, the population control
movement, sees that these are not idle goals that they set of reducing the
population of the earth by 90%, and they are motivated by hatred of
mankind so strong, so demonic, that when you read it, when you get
close to it, it slaps you in the face, and your mind and your heart recoils
and says it’s not possible. — This kind of hatred is not possible in a
human being but there it is nonetheless. And so, you know, to think of
killing off or engineering a system that would kill off billions of people is
not beyond their intentions because the intentions are there, and I say
that having studied it for way longer than I wanted to, a number of
years, and I think you’ve seen the same thing. I don’t know but I think
you have.

C. AUSTIN FITTS: [I've seen the same thing but what I've also seen is I've seen
many, many leaders in the legacy systems try and do the honorable
thing, and try and protect people, so 'm not saying that you shouldn’t
always do that but what 'm telling you is that the people will not
support — in other words, every leader who tried to inspire a financially
responsible solution was not supported by the people who are now
experiencing their average age diminish. In other words, there was never
— and thousands of people have lost their lives trying, if not hundreds of
thousands, trying to build a political constituency for financial
responsibility, and the reality is, ugly as it is, that the majority of the
people supported the people engineering the financial coup d’état. —
And, you know, it’s a much more complicated conversation and one
we've had in all sorts of different Solari Reporss as to about why the
crowd supported, you know, it’s the story of the crucifixion; the crowd
supported the criminal, not Jesus.

FRANKLIN SANDERS: Oh, but I think the reason the crowd supports the
criminal is because they expect to get part of the spoils.

C. AUSTIN FITTS: Right, yes.
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FRANKLIN SANDERS: A system has been built where
all of these people have these expectations that A system has been
never were reasonable it the first place and yet 41t where all of these
were held out to them, and now they’ve le h h
reached the point where it’s becoming obvious peopie have these
that they can’t be achieved, and they’ll go with ~ €Xpeéctations that never
any criminal who promises to share the spoils were reasonable it the

with them. first place and yet were

. held out to them...”
C. AUSTIN FITTS: Right, and so one of the

conundrums and one of the things you and I

come back to is because you and I were both, each in our own way,
honorable leaders who tried to do the right thing within that legacy
system, and one of the things that we have both experienced is, over a
very long period, why if you really hold to that line and say, "Well, if I
can’t do the honorable thing, 'm leaving," and why others don’t. — And
part of what I call coming clean is turning to everyone who’s not leading
the breakaway civilization or whatever we want to call it and say, "Look
we all" — you know, real solutions require we all act in ways which are
responsible.

How can we create arks because getting off the Titanic or getting thrown
off the Titanic, we all need to grab some deck chairs and build arks but
first and foremost there has to be a commitment to whatever we want to
call it — right thinking, love of the Lord, the Ten Commandments,
ethical behavior, on and on and on. You can’t build a culture; we can’t
stay in the culture of force. It’s not going to work because we’re going to
get thrown overboard.

So if we’re going to build a culture there has to be a culture that has
integrity towards our recognition and support of each other’s rights and
our recognition and support of whatever contracts we make, and that’s
been the conundrum that we’ve all dealt with. How do we create that
because we're looking at, you know, whether it’s the legacy systems or
the new economy coming up, and we’re saying, as a matter of law, both
of these things are certainly lawless with respect to us, so where are we
going to create and find law? — And I would say as a Christian, where I
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find law is, 'm under the governance of a God, and within that’s law,
but I need to find enough other people to begin to build something if
we're going to do something here on earth, and to me it’s still a
conundrum.

FRANKLIN SANDERS: Well, the conundrum is to get people, to convince

people to act, and the only place you can start is your own community.
I can’t rebuild the whole economy in the whole world. I have to start in
my own local community, and here’s the place that love of your
neighbor comes in is that you open yourself up to risk. You say, "Well
look, this person is starting a business. Am I willing to take the risk of
investing with him?" Or, "this person is starting a business, am I willing
to take the risk of buying from him? Am I willing to give just a little bit
more to him than I would give to Amazon, for instance?"

I mean listen, Amazon and Wal-Mart scare me to death. They scare me
to death because the tendency is for everything to be centralized in one
seller. Well when you’ve got that, you don’t have an economy anymore,
I don’t think, because diversity — what Charles Hugh Smith calls low-
level instability — competition, arguments, etc, etc, at a low level creates
systemic stability. But when you go to a monoculture, when you
centralize, you create systemic instability and the risk of gigantic systemic
collapse.

C. AUSTIN FITTS: Right. Well, I will say this: because I buy a lot, well, I buy

books from Amazon because all the bookstores are shut down so I can’t
get them anyplace else but I buy the used ones. Well, Amazon bought
up all the used store networks, the used book store networks, so I almost,
you know, if it’s available from the used guys, I buy it there, and
Amazon and eBay are both centralizers but they feed a lot of little guys.
So to me, it’s less scary than Wal-Mart although I agree with you, you
know, I’d rather have the bookstores back.

So, anyway, let me — one of the things we need to build a local economy
is to be able to use gold and silver as currency. to this day, the only
community currency I can envision really working is you just start using
your coins, and one of the things I wanted to do today, Franklin, was ask
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you to just take a few minutes and describe some of the issues that you've
seen in Tennessee between adopting, you know, just turning to your
neighbors and saying, "Okay, let’s start to use gold and silver as coins."
What are some of the hurdles we’ve got to get over?

FRANKLIN SANDERS: Well, the law is just schizophrenic and so the ability to
use gold and silver is there in the law in that they’re legal tender but if
you try to go and buy them somewhere, then they want to impose a sales
tax on them, which is in effect putting a barrier to the use of gold and
silver because, you know, sales tax doesn’t make any sense at all. First of
all, they’re legal tender and there’s no sales tax on Federal Reserve notes
when they’re exchanged. If I go to the bank and say, "Give me two tens
for this twenty," they don’t hand you a ten and change less the sales tax,
so that’s the biggest barrier. — And I go back to the Federal Reserve. 1
think the Federal Reserve has promoted these barriers to the circulation
of those currencies that compete with their own currency.

C. AUSTIN FITTS: Really? Do you think?

FRANKLIN SANDERS: Well, if you look at the process of it, they got the silver
out first and they got the gold out, and then they got what remained of
the silver out of the system, so one of the problems that you have to deal
with is ignorance, and that ignorance begins with the fact that people
think in terms of paper dollars. So it’s always fun to into a restaurant
and pull out a silver dollar or an ounce of silver, and you owe maybe $18
and you look at the waitress and you say, "Look, here’s a 20 dollar bill
and here’s an ounce of silver. Which do you want?" And you’ll see her
hesitate and vacillate, and she wants the silver but finally she’ll say,
"Well, I just don’t know what it’s worth," and that ignorance is what we
have to overcome.

In an electronic world, it’s silly to let that be a barrier, and you and I
have done all we could in setting up the gold and silver calculator on the
Internet. Anybody who wants to do business in silver and gold, they can
go right there. Most of what I do is kind of exceptional. Most of what
even I do, doing business in gold and silver, is kind of exceptional. Like,
you know, this is a big place that we rent for vacation every year and we
pay for it in silver, and we’ve paid the same amount for four years.
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So anyway, you just have to fund people, you have to suggest to people,
"Let’s do business this way," and then just make the terms as you go
because in the end, even if they take a little less in terms of gold or silver,
they get more because the value of that currency is increasing whereas
the value of the dollar is decreasing.

C. AUSTIN FITTS: Right. Before we close, I wanted to say a couple of things

on the equity market because the equity market’s going to be, you know,
what’s happening in the bond market is going to make the equity
market interesting. The other thing that’s going to make the equity
market interesting is crowd-funding which I think has the potential to
be a far more dramatic financial wave than I think many people realize
right now. I'm going to do 7he Solari Report next week on
crowdfunding, and it’s just going to be me sort of giving an overview.

But to me, you know, just like first-time homebuyers sort of kick off a
housing bubble, I think crowd-funding could easily do the same for the
stock market just like the early tech venture led into the tech bubble. So
I think this could be a very big move.

But the one thing I will say is, because the last purchases I just made as
an investor, tiny thought they were, were equities, and I look at the
equity market and it’s, in the short and intermediate run, it’s quit
irrational. Just like I was talking about the big banks and the precious
metals, it’s the same, you know, it’s like a battle ground and you’ve got
all sorts of big players behaving in completely lawless ways in the short
and intermediate run; but at the same time, there are great companies
that are available and I want to invest in them.

In fact, one of the best investors I've ever known for years has almost
completely ignored the markets and just said, "I'm going to find and
invest in great companies." He does a lot that’s fairly illiquid but he’s
done some gangbusters and that’s because to a certain extent, he’s
ignored the short- and intermediate-term swings and just said, "I'm
going to find great companies,” and those great companies, that’s what I
don’t want to give up on because I don’t see how we get out of this mess
without liquid equity markets, and the reality is if you look at what’s

19



THE SOLARI REPORT PRECIOUS METALS MARKET REPORT SEPTEMBER 2013

7/

N\
()

n
<, /

coming with crowd-funding, if anything I think we’re in for a planetary
debt for equity swap, and the question is is it going to be nice or rough,
and my guess is it’s going to be both depending, you know, and it’s
going to be very quirky, what’s nice and what’s rough. So I feel
differently about the equity markets because not everybody can invest in
their own business. You and I have put all of our money in our own
businesses.

FRANKLIN SANDERS: Well, I don’t disagree with you about that, and I
certainly don’t disagree with you about finding great companies, but as
far as crowd-funding is concerned, how do you get the blasted U.S.
government out of the way? — Because they’ll come in and strangle it
with regulations. Let me give you an example, a contrary example. We
need to take Africa as our model, and when I
say that, that may be shocking because you

think, "Oh, Africa’s chaos and corruption and ~ « .
so forth." Well, Africa is on the cutting edge of In the United States,

b
economic development because it is very largely YO" V€ g(,)t th.ese peop le,
unregulated and because the corruption works and they re either too
to the favor of development and prosperity. expensive or too remote
That is in the United States, you’ve got these to buy off so they

people, and they’re either too expensive or too enforce these blasted
remote to buy off so they enforce these blasted

regulations that put everybody out of business. regulatlons that put

In Africa, you buy them off and they’re nota ~ €VEry body out of
problem, and so you can actually prosper. business.”

C. AUSTIN FITTS: You can deal with them at a reasonable cost.

FRANKLIN SANDERS: That’s exactly correct. Now, this is loony, I know, but
I've been talking to a friend in Kenya, and in Kenya they have these
cooperative societies called chamas which just means "group” in Swabhili,
and because the inflation rate runs from 10% to 25% a year, and they
can’t possibly get a positive return on their money anywhere else, people
come together and they form these chamas or groups — this is crowd
funding, okay, in its rawest form. They form these groups, they pool
their money, they buy a taxi, they buy a kiosk, they loan the money at
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usurious rates to their own members, and all of these things can be done
because they don’t have to worry about some blasted regulator trying to
put them out of business.

C. AUSTIN FITTS: Right, and because they’ve created a culture, this goes back
to the people, you know, rather than running around in the 26-step
process begging to get the 50 trillion in the legacy systems, they’ve said,
"Oh, we need to take responsibility and invent our own world," and
they’ve created a culture where the members, I mean, you know, I've
been promoting Solari circles for years. The key to a circle working is
the members can trust each other — they keep their covenants, they keep
their word — and they have the culture, in a funny kind of way; Africa
has a stronger culture than we do to do that.

FRANKLIN SANDERS: It’s got a stronger community, I think.

C. AUSTIN FITTS: Yes, so I have to make a pitch for the latest Moneychanger
because you’ve got a great spread on, you've got a great interview in the
Moneychanger on Africa, and I think it’s really very well done so get the
Moneychanger. And if you send it to me in — well, I'll just pick it up in
digital form, cut out that article, and put it up on the subscriber-only
section. Can I do that?

FRANKLIN SANDERS: Yes, that’s fine.

C. AUSTIN FITTS: Okay. I'll do that and that’ll save you getting 400 emails.
FRANKLIN SANDERS: Okay. Thank you.

C. AUSTIN FITTS: Okay. Well, we've gone way too long here but this has

been fascinating, Franklin. Any thoughts before we close on, you know,

the next 30 days? Should you be a buyer or should you be a watcher?
What should we do?

FRANKLIN SANDERS: [ think right here, in the next week or so, provided that

gold doesn’t go below $13.50 and silver doesn’t go below $22.00 is the
time to buy, and then you’ll get a rise into September or as September
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progresses and even into October, probably get a peak around there off
of those $15.50 and $27.00 areas, and then a correction into November,
and then if gold and silver follow the seasonal pattern, then higher prices
into December. But I think the worst is over, I have no doubt of it, and
if you want to average in, you know, lower your average, this is the time
to buy some.

C. AUSTIN FITTS: Okay. Okay, well thank you for interrupting your
vacation, and we hope you have a wonderful time and come back rested

and renewed, and we look forward to talking to you in November.

FRANKLIN SANDERS: Well, thanks so much. I appreciate the opportunity.
Thank you.

C. AUSTIN FITTS: Have a great day. Bye.

FRANKLIN SANDERS: You too. Bye-bye.
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DISCLAIMER
Nothing on The Solari Report should be taken as individual investment
advice. Anyone seeking investment advice for his or her personal financial
situation is advised to seek out a qualified advisor or advisors and provide as
much information as possible to the advisor in order that such advisor can
take into account all relevant circumstances, objectives, and risks before
rendering an opinion as to the appropriate investment strategy.
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