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he architects who built the great

cathedrals of Europe understood

that if you built a great cathedral, it
would inspire. These architectural feats lifted
the minds of men out of the mud. Over the
centuries, this inspiration would also lift real
estate values and tax yields as it attracted
talent, tradesmen, new construction and
open markets.

A society’s physical infrastructure is of utmost
importance. Through the ages, it has been
one of the critical determinants of who lived
or died, of which nations flourished or failed.
While a nation’s geography is critical, lever-
aging geography and natural resources with
infrastructure makes an enormous difference.

To better understand the role of infrastruc-
ture in people’s lives, I highly recommend the
following documentaries:

* Engineering an Empire describes the
efforts of fourteen civilizations (from Rome
to Persia) to build infrastructures designed for
war — either winning at warfare or defending
against it. The series also looks at the most
effective management of nature, such as
channeling rivers and diverting flooding,.

* The Seven Wonders of the Industrial
World, a BBC documentary, tells the stories
of six great industrial infrastructure projects
along with one tragic failure:

* Scotland’s Bell Rock Lighthouse
* London’s Sewer System

® The Transcontinental Railroad
* The Brooklyn Bridge

® The Panama Canal

* The Hoover Dam

The tragic failure is the ship, the Great East-
ern. These seven case histories explain the ex-
traordinary impact that infrastructure projects

have on a society. Such projects save lives,

ENGINEERING
 ANEMPIRE.

LETan

lower transportation-time and costs and facil-
itate communication and trade. However,
designing these projects, building the finan-
cial and political constituencies to support
them, and finally bringing them into being is
rarely easy. The challenges involved are many.

Getting Your Mind Around
Infrastructure

I grew up and worked in a world where
people saw the creation and building of great
infrastructure as a source of power. It was an
ever-present focus — an important topic
considered full of electricity.

I was shocked when, many years later,

I discovered that a celebrity-soaked media
had managed to convert infrastructure into
a topic that put many people to sleep. Since
that time, I have been on the lookout for
anything inspiring a fresh perspective on
infrastructure.

One of my favorites is the “bridge scene” in

the film Mﬂrgz’n Callr oo

Other inspirations are video games which
help players simulate building a city or open
up a region via railroads:

It is much easier to grasp the economic power
of successful infrastructure investment when
you analyze economies on a place-based basis.
For control purposes, place-based investment
and economic disclosure have traditionally
been challenging...or even absent. Hence,
the contribution of infrastructure on financial
returns is not obvious for many observers and
retail investors.

Because physical infrastructure represents a
great deal of “stuff,” I have found it helpful
to troll through the Wikipedia entries on
infrastructure and follow the links into areas
I find interesting:

* Wikipedia: Infrastructure



II. Infrastructure In the News &

he topic of infrastructure is coming 1. The re-balancing of the global economy
up in the news a great deal lately. 2. Growth in the emerging markets
Why? There are many reasons. They 3. Significant environmental stress
all converge, however, into one fundamental 4. A push towards outer space
reality which is advancing upon us like a pig 5. Significant opportunities from new
being squeezed through a snake. technology
The thirty-year bull market in government Each of these developments calls for big
and municipal bonds which has funded a increases in infrastructure investment. Recent
great deal of infrastructure is drawing to a estimates put global demands at $50 trillion
close. Remarkably, this is happening just as or more between now and 2030.

Wwe encounter:

Projected Global Infrastructure

Spending (2010-2030)
et Europe
!!mu_ $8-$10 trillion
Americas Asia/Oceana
$16-$17 trillion world Total $15-$20 trillion

$40—%50 trillion

It’s time to shift trillions

piled high in cash and
Africa/Mideast funny paper into the real
$£2-%3 trillion economy in a manner that
produces returns, starting
with investment in infra-
structure and the people
with the vision to build it.

More Than $50 Trillion Needed For Infrastructure Through 2030

Global investment, 2013-30 57.3
$ trillion, constant 2010 dollars
12.2 [
4.5 L_&—
16.6
Roads Rail Ports Airports Power Water Telecom Total
@ Standard & Poor's 2014, Source: McKinsey & Co. (Source: forwardinvesting.com)




Let’s look at the variables underscoring the
importance of societal infrastructure:

The US has Fallen Behind

While the US has made a significant invest-
ment in its control infrastructure over the last
fifty years (surveillance, underground bases,
space), it has fallen behind in the traditional
economy. Traveling in Asia and Europe is
often embarrassing — a reminder that I come
from a country which, in many areas, is no
longer considered “first world.”

* Infrastructure Report Card

Emerging Markets:
Maintaining Growth

Economic growth in the emerging markets
has been stronger than in the developed
world, even following the 2008-9 financial
crisis. However, growth puts demands on
infrastructure. If this growth is to continue,
increased investment in infrastructure will be
necessary.

* Emerging Markets

The greatest needs are in the BRICS nations
which, as a group, constitute a significant
driver for growth within the G-20.

¢ See: BRICS
Megacities
The global population is urbanizing.
Worldwide, there are now (27) cities with
populations numbering greater than 10
million people. This calls for new ways of

organizing transportation, housing and many
other systems.

* See Megacities

The Silk Road
As Asia grows, the opportunity to build

out the infrastructure connecting it with a
wealthy Europe becomes more attractive.
This is a driving force behind numerous re-
gional planning and collaboration initiatives
emerging in Eurasia.

* Silk Road Economic Belt

* One Belt, One Road (Sept —Oct 2013)
* The Asian Highway

* World Landbridge Map

BRICS: Leaving the G-7 Nest

Frustrated by the inability of the IMF to
restructure, the BRICS nations
are building cooperative financ-
ing mechanisms. In launching
the Asian Infrastructure Invest-
ment Bank, China’s leadership
has underscored the extent to
which the US and G-7 have
fallen behind where they have
traditionally provided global
leadership.

* New Development Bank
(BRICS) (July 2014)

e Asian Bond Fund

¢ Silk Road Fund Company

* Asian Infrastructure
Investment Bank

China is inspiring new compe-
tition on who can lead in the
game of “engineering empire.”
This has pushed the US to pass
fast track authority for a series of
trade agreements in both the
Pacific and Atlantic regions which
will unleash greater demands for
infrastructure.

Sovereign Wealth Funds

The growth of sovereign wealth funds —
primarily in countries highly dependent on

commodities and natural resources — has

WEALTH FUNDS

Tiee Hew Isseracton ol Moary & Politics

are coalescing into significant, long-term in- CHRISTOPHER BALDING

created large pools of capital. These pools

vestment. Given their size and strategic role,
sovereign wealth funds are in a position to
encourage excellence in infrastructure invest-

ment as it contributes to national, regional
and global long-term investment returns.

* Sovereign Wealth Fund
* Book Review: Sovereign Wealth Funds




’ sy New Technology
" New technology (among many examples:
stronger but lighter new materials, new
fabrication technology, breakthrough energy
technology, digital systems, robotics, drones)
is having a dramatic impact on opportunities
to upgrade our existing infrastructure and to
| build anew. Communications technology is
re-optimizing how we use existing systems to
a% reduce the need for physical infrastructure.
As new technologies come online in all areas

E
of the economy, additional capacity should
. become available to focus on infrastructure.

Space: Becoming a
Multi-planetary Civilization

It is clear that Mr. Global and the US have
made a commitment to making the earth part
of a multi-planet society. Numerous other
nations are increasing their commitment to
space, including the BRICS. Whatever we
commit to space, it will require a massive
investment in suborbital and space infra-
structure. This will require increases in pro-
ductivity and upgrades in our manufacturing
base which can only happen with significant
investment in infrastructure.

Main rail lines

— Existing
— Planned and proposed
Silk Road Economic Belt

(Source, “New Silk Road,” Executive Intelligence Review)

Material on Shift from
Global 2.0 to Global 3.0

The shift of significant capital out of the
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There are several important issues to consider regarding a
Sump the curve” plan for global infrastructure investment.

Covert Goals vs. Productivity & Risk Management

There are numerous reasons to keep infrastructure goals secret, such as national
security and business competition. Secrecy, however, often comes at a high cost. It
makes collaboration difficult and it can lead to Orwellian “explanations,” which often
result in wider misunderstandings. Managing infrastructure’s growing needs while
maintaining secrecy may also be a factor in the push for central control and reducing

the awareness of the population.

The benefits of group intelligence which come with open source design and analysis
(and the competition associated with disclosure) are invaluable. Secrecy, on the other
hand, protects incompetence. It allows mediocre talent which excels at lying, stealing

or the use of force to assert itself.

An additional concern with confidentiality in infrastructure investment is the possi-
bility of slave labor — whether that labor is physically controlled or mind-controlled.
Tragically, there is a historical relationship between significant resources for infrastruc-
ture, totalitarian systems and slave labor.

Power & Currency Wars

Invariably, a review of historical infrastructure spending
reveals energy as a significant category of investment —

and a key cost component of all categories. Investment in
energy systems (and redundant sources of power) is critical.
The ability to provide inexpensive energy is an essential
variable of a society’s economic power and success. However, |
the costs must be balanced with issues of political power.

The US dollar is based on a fossil fuel standard. The US
currently manages the global trade system through its
control (with its allies) of global trade in fossil fuels.

To change the source of energy — for example, to introduce a breakthrough energy
technology — would result in changes in the currency system. This, in turn, would
impact political power. A change in energy systems would also mean the creative
destruction of pension fund assets and sovereign wealth fund assets; unless those assets

were repositioned in anticipation of such change.

“There is nothing new in
the world, except the
history you do not know.”
—President
Harry Truman

13
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Assuming that we continue to use our current energy model, we still face significant

risks. China is building a large number of new nuclear plants. What are the risks? No
matter how cost-effective nuclear technology, will we be able to use it safely in a world
as violent as ours? What are the risks of Fukushima fallout? How is fracking technology
affecting the water supply? Does offshore drilling threaten the oceans?

- In essence, a global infrastructure and technology strategy is intimately tied to a power
and energy strategy — which is intimately tied to governance and investment models.

In short, a “jump the curve” infrastructure plan may require that we shift out of the
500-year-old “central banking-warfare model.” This would be a big change. It might

explain why China’s Asian Infrastructure Investment Bank is causing panic amidst the

+ US leadership.

14

Planet Debt
The Solari Report 2015 Q1 Wrap Up focused on “Planet Debt.”

Many sovereign governments are running short of debt ca-
pacity as the long-term bull market in bonds comes to a close.
Quantitative easing has stockpiled trillions in the bond and de-
rivatives markets. The ability to do so has prevented hyperinfla-
tion in many parts of the real economy. But now the question
is: where will all this money go?

Some of it is bound to move into the real economy. Indeed,
these funds may be the source of financing for new infra-
structure projects. However, unless we invest efficiently in
infrastructure, it will be difficult for this money to achieve rea-
sonable long-term returns in the real economy. Consequently,
the future of the central banking-warfare model and that of
global infrastructure investment are inextricably linked.

Planet Equity

The Solari Report 2014 Annual Wrap Up focused on “Planet
Equity.” Global equity markets have grown from $11 trillion in
1990 to $70 trillion in 2015. They will continue to grow as the
global economy re-balances and a higher percentage of economic
activity is reflected in publicly traded shares.

Several key variables will drive the growth of global equity
markets:

* Americans have traditionally been buyers of stocks. Outside
the US, stock ownership is primarily an institutional affair.
As the emerging markets develop, will a rising global middle
class invest in equities? Will they create retirement systems
(pension funds) which invest in equities? Five of the ten
largest centrally managed pension funds are now in Asia.

* For equity markets to prosper, the global economy, includ-

ing the emerging markets, must continue to grow. This will
require significant and successful infrastructure investment.
If infrastructure investment is insufficient or poorly executed,
equity returns will be harmed.

15



10 Largest Institutional Investors Investing In Infrastructure By Current Allocation
Current allocation to Current allocation

Rank Investor Type Location infrastructure (bil. 3) (% of AUM])
1 OMERS Public pension fund ~ Canada 138 4.0
2 CPF Investment Board Public pension fund ~ Canada 10.4 5.8
3 National Pension Service Public pension fund  South Korea 10.0 L6
4 APG - All Fensions Group Assel MANAger Netherlands 9.5 0
] Omtario Teachers' Pension Public pension fund  Canada 9.1 &0

Flan
6 Corporacidn Andina de Government agency  Vencouela 9.0 420

Fomento (CAF)
7 AustralianSuper Superannuation Australia 83 14.0

scheme
B Future Fund Sovereign wealth Mustralia 6.7 B0
fund

] Government Savings Bank of Bank ‘Thailand 6.1 10.0

Thailand
10 CDP Capital - Private Equity  Asset manager Canada 59 34

Group
AUM--Aszsets under management. Source: Pregin Infrastrectune Ondine.

Globally, we spend $1.7 trillion on military budgets on the record and even more off
the record. A global space race is heating up. Nuclear weapons are spreading. Whether
or not we can afford this level of military spending along with investment in space and
excellence in infrastructure is questionable.

Prioritization of global equity investment — both in infrastructure and overall — reminds
us that global investment models and infrastructure investment are also linked.

Breakdown Of Institutional Investors Active In Infrastructure By Type And
Aggregate AUM

Superannuation
schemes
(1%}

Sovereign wealth .
funds Insurance companias
(11%) 42%)

Fublic pension funds
(16%)

Private sector
pension funds

(8%)
Endowment plans
%) Foundations
(1%}
ss2t managers
Family offices (19%)

(0.5%)

Whoever the breakaway civilization is, they anticipated this. It was a driving force in
re-engineering the financial coup d'etat. the shifting of funds out of government entities
leveraged with debt (Global 2.0) and into private hands for investment in Global 3.0.

Re-balancing the Global Economy / Enhancing Productivity

for Space Exploration

If we are to become a multi-planet civilization, it will be necessary to re-balance the
global economy and to create significant manufacturing capacity. Only then will it be
possible to build-out the suborbital platform and the space infrastructure required to
explore our galaxy and to colonize planets. This will require a radical re-engineering of
global infrastructure to support extraordinary increases in capacity, productivity and

output.

Environmental Alignment

The human race is placing a great deal of stress on planet earth, beginning with geo-
engineering and the manipulation of the planet’s electromagnetic field. Whatever is
going on, there is much we could do with infrastructure design to realign our relation-
ship with natural ecosystems and to improve global environmental health.

Municipal Investment

Municipalities have traditionally been an important source of financing for infrastruc-
ture projects. To continue to do so, they must integrate new technology (other than
control technology) and collaborate broadly with other municipalities, governments and
regional associations — as well as with local businesses and citizens.

Insurance & Risk

Typically, construction projects can only happen if construction companies are able to
secure insurance. Future infrastructure investment will be influenced by the capacity of
insurance companies to underwrite construction projects and to estimate risk. This is
one of the reasons why (privatization or not) infrastructure investment will very much
remain in the domain of government.

That said, our traditional dependency on insurance companies gives insurers a great
deal of influence behind the scenes.

Employment

Robotics, artificial intelligence and other forms of automation are about to radically
re-engineer productivity. In addition, globalization will continue to inspire white-collar
outsourcing in the G-7. A question for politicians will be: how will we ensure incomes
for people who are no longer needed to do the work they are performing? Hence, we
will hear cries for infrastructure investment from politicians attempting to create jobs.

In my experience, it is a very bad idea to organize infrastructure projects around job
creation. It is far better to organize infrastructure around that which produces the best,
risk-adjusted total economic return to society as a whole. Then, workforces may be
provided pathways to learn skills or to retool in order to contribute accordingly.




IV. Governance: The Make or Break Question Ler's grossly oversimplify things from the point

of view of Mr. Global:

i JUST COMPLETED THE TRANSFER OF $40 TRILLION TO YOUR TEAM
) (SOME SAY STOLE) THROUGH A GLOBAL FINANCIAL COUP D' ETAT...

THEY PULLED IT OFF DUE TO: v_ FINANCIAL ENGINEERING v_ SPECULATION v FRAUD
They engaged in Racke‘reermg

They covered

they went.

THEY RASE-D HUNDREDS OF BILLIONS OF DOLLARS IN NOT-FOR-PROFITS AND
FOUNDATIONS IN ORDER TO ENGINEER A "SOFT REVOLUTION" FOR GLOBAL CONTROL.

WAS THEN |-
INVESTED

2 YOU 'NEED TO REINVEST THE $40 TRILLION TO GENERATE
$2 TRILLION MORE EACH YEAR TO RUN GLOBAL OPERATIONS

YOUR STOCKS WILL HAVE
TO PRODUCE...

- China’s leadership has been trained
X i as engineers who build bridges,
Youll need anew ) high- speed trains, power‘ and

new phase... r The U.S. Leader'shlp
Unless \"Lﬂ“ﬁx‘f-‘_.«{éy—nj) f:onSlS'I’S o}]‘I weaI':rhy
W ana awyers who make
BRIDGES THAT FALL DOWN | you intend QOFQGHIR g lawyers wha makee

;sonm:;( with H CRIME! pass laws & litigate.
WAR! 3 e WHICH DO YOU
oo N ) THINK WE NEED?

The last thing you'll want
IS PADDED

POLITICAL
CONTRACTS... KICK ._

ou just completed the transfer of $40 trillion to your team (some would say
-Y stole) through a global financial coup d’etat. Your leadership pulled this off due
to financial engineering, speculation and fraud. They lied, they killed, they
covered up, they lobbied to get some laws passed and others canceled. They engaged
in racketeering in the emerging markets to lock up natural resources and they privat-
ized companies and assets on-the-cheap. They raised hundreds of billions of dollars

in not-for-profits and foundations in order to engineer a “soft revolution” for global

up to ge'l' In *he R NATURAL
laws emerging RESOURCES control. This money was then invested (via their endowments) in large corporations
Markets PRIVATIZED _ | while grants were spreading vaccines, GMO seeds and photo opportunities wherever
--| COMPANIES & ASSETS |- § g p & ) p pp

Now you need to reinvest the $40 trillion in order to generate $2 trillion more each
year. That’s the kind of money you’ll need to run global operations.

To make this money, your stocks will have to
produce dividends and capital gains. That
means, things will have to work. You'll need
trains, planes and spaceships. The last thing
you’'ll want will be padded contracts, political
kickbacks and bridges that fall down. You’ll
need a different set of skills for this new phase...
unless you intend to make all your money with
war and organized crime.

China’s leadership has been
trained primarily as engineers.
Engineers build bridges, high-
speed trains, power and desalina-
tion plants and spaceships.

The US leadership largely con-
sists of wealthy lawyers. Lawyers
make rules, pass laws and liti-
gate. Some of their laws create
tax loopholes to fund global

foundations and endowments.

Which do you think we need?
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This brings me to a 2015 study on productivity and a 2013 study on infrastructure
from the McKinsey Global Institute:

* Can Global Growth Be Saved?

* Infrastructure: How to save $1 trillion a year

* The Infrastructure Conundrum: Improving Productivity

The long and the short of it is that there is a great deal we can do to increase investment
in infrastructure over the next two decades. But this will require a dedication to excel-
lence in rethinking, reinventing, planning, designing and constructing both infrastruc-

ture and our wider systems.

The possibilities are inspiring when you visit countries with first rate infrastructure
(Sweden, Switzerland, Singapore) or review successful projects, as well as many of the
projects being proposed today:

* High Speed Rail

* 2015 — Top 100 Projects

* Singapore Airport

* Eight of the biggest infrastructure projects

* Proposed infrastructure by Country

So what does this mean? Excellence in leadership which excels at collaboration and
creation is necessary. That is step one for a new vision of our physical infrastructure.

One of the most delicious pieces of theatre to bring insight to these issues is 75e

Worricker Trilogy — this week’s choice for Let’s Go to the Movies — a three-movie series
written and directed for the BBC by David Hare.

In the series, the Gladstone Group — a syndicate of New Jersey businessmen and inves-

tors — is grossly over-billing the CIA for the construction of secret torture and rendition

sites. A portion of their “padding” provides kickbacks to a global foundation soon to be

launched by the British prime minister (shades of Tony Blair?). This foundation’s stated
<« . . »

goals are “humanitarian works.

The movie pits businessmen, private investors and politicians who are lining their pock-
ets against the hero — Johnny Worriker — a highly competent member of the MI5 civil
service committed to watching the cookie jar. The story is a reminder of how expensive
our current leadership has become as they skim billions using claims of national security
and humanitarian good works. Indeed, America has been pouring money into prisons
and control systems while trillions of dollars were disappearing from federal budgets and

payment systems run by defense contractors:

* Liberty’s Lost Decade :

* Dillon, Read & the Aristocracy of Stock Profits e ey wonnceen izt part
(T . SALTING e

* Did Dick Cheney Double Dip BATTLEFIELD

* Pentagon Waste ($8.5 trillion is missing) R

* The Missing Money

Cyber-security is raising the question of leadership yet again as our infrastructure is

being made increasingly dependent on digital systems which lack integrity.

On one hand, we hear almost daily how online systems have been compromised. But,  The Worricker Trilogy is a
at the same time, media accounts of technology regale us with the “internet of things> ~ firee-movie series written

. . . and directed for the BBC
and promote everything from smart meters to home appliances to driver-less cars and by pavid Hare.

robots.

If digital systems have little integrity and can so easily be hacked, why would anyone
want them? If digital washing machines are so complex that we can’t fix them ourselves,
why own them? If passenger planes can be hijacked via hacked remote-control piloting
systems or if driver-less cars can kill investigative journalists...what then?

Like so many parts of our infrastructure, it seems that digital information systems are
driving at high speed into a wall of security and integrity issues. Many of us are experi-
encing these issues first-hand. Are our communication systems for communication or
are they for surveillance, theft and warfare? The jury is out.

21



The seriousness of the conflict between our infrastructure needs and the skills of our Colonel Lawrence Wilkerson:
leadership were underscored in my recent dialogue with Colonel Lawrence Wilkerson

They’re more interested in power. Period. And they think that’s where the
on the Solari Report.

Catherine Austin Fitts:

e elections: do you thin ere are the national security issues that are
The 2016 elect do you think th the national that
going to emerge in these elections? Is there any hope that we’ll get an intelli-
gent discussion on a national level?

Colonel Lawrence Wilkerson:

I would hope so, but I don’t think so. And what would that consist of? In my
mind, first and foremost, it would consist of articulating some type of what
I'll call — because I’'m a military guy — a grand strategy to which the United
States is going to hook up its economic engine. That would also include,
necessarily, a revival of that engine.

What you’ve got to do is say, “What are we wanting to do in the world and
how are we going to refurbish our economy to do it?” You aren’t going to

do anything of note or of consequence until you have done just that — refur-
bished your economy. That means $2, $3, or $4 trillion worth of expenditure
on infrastructure. It means not building the old infrastructure but building

power is. I've got news for them: I just sat on the Climate Security Work-

ing Group now for a year. I switched over from a collaborative institute on
oceans and climate security at UMASS Boston and we’ve been working with
DOD. We just did some sea rise charts for coastal installations like Norfolk
and Mayport, San Francisco, San Diego, and so forth. Let me tell you, these
entities are either going to spend billions of dollars for Netherlands-like water
abatement apparatuses (walls and so forth) or they’re going to relocate. This is

billions and billions of dollars.
Catherine Austin Fitts:

Right.

Colonel Lawrence Wilkerson:

Miami is going to have to do this. We’ve already got a problem in Norfolk
and we’ve already got a problem with Langley Air Force Base, which you
wouldn’t think you would have (where TAC headquarters is) because the
runways are being flooded. This is serious. This is real and it’s not mid-
century. It’s just a few years away.

h infrastructur here’s wher r grand str. mes in. .
the zew infrastructure, and there’s where your grand strategy comes Given that the future of the US dollar as reserve currency depends on the success of

What is that new infrastructure? It’s got to be sustainable, it’s got to be resil- the US Navy, I think Colonel Wilkerson’s example nicely demonstrates the impor-
ient, and it’s probably got to be metro-plex oriented — that is urban-oriented tance of making a change.
and not vast sprawl across the country or in it. And it’s got to be light-rail
oriented, walkable, and bicycle-able community-oriented. It’s got to be
light-energy-footprint oriented. It’s got to do away with automobiles and
highways and so forth. And it’s got to tax waste instead of wealth — at least for
an interim period. It’s got to do all these things that are going to prepare the

US economy to be hooked up to this strategy and to make this strategy work.

I don’t see Marco Rubio, Jeb Bush, Hillary Clinton, or anybody who’s
capable of doing that — or, worse, wanting to do that.

Catherine Austin Fitts:

Right. From what I've seen — and I don’t really follow it — they’re much more
interested in the people who believe in monopoly,
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V. The Intimate Opportunity:

_tructur\e

Just Do It Infr:

“As we contenplate what is happening with infrastructure @?9

DPlanning and investment by national governments and their regional

consortinms, let’s ask, “What does this mean to me?”

There are four points I want to impress
upon you:

One: Take Action

If you live in an area where the infrastructure
is falling behind, you need to understand the
impact on your health, your effectiveness, your
finances and your competitive position. To
that end, you would be well advised to develop
strategies for outwitting the harm done as a
result of wider infrastructure failure. Or, you
can relocate to areas with superior infrastruc-
ture. Don’t let poor infrastructure steadily

eat away at your resources. Identify what is
happening and act.

Two: Identify Opportunities
Given the changes in communication, man-
ufacturing tools and other new technologies,
we each have the power to do much more

at the individual, “crowd,” neighborhood or
municipal level. As more of us do so, the more
momentum will build. We should not think
of infrastructure as only mega-engineering
projects but as a continuous re-engineering of
our physical environment which we have the
power to evolve.

In one sense, infrastructure is an art form
through which we create our environment
with each other and with nature. If life is
theatre, we help design and build the set.

Let’s look at several examples of the “just do it”

philosophy of attending to our infrastructure
needs.

We'll start with The Guernsey Experience by
Dr. Bob Blain, as published by Sam Smith in
the Progressive Review:

“Guernsey is an island state located among

the British Channel Islands about 75 miles
south of Great Britain. In 1816 its sea walls
were crumbling, its roads were muddy and
only 4'/2 feet wide. Guernsey s debt was

was 3 000 pounds of which 2,400 had to
be used to pay interest on its debt. Not
surprisingly, people were leaving Guernsey
and there was little employment.

Then the government created and loaned
new, interest-free state notes worth 6,000
pounds. Some 4,000 pounds were used to
start the repairs of the sea walls. In 1820,
another 4,500 pounds was issued, again
interest-free. In 1821, another 10,000; 1824,
5,000; 1826, 20,000. By 1837, 50,000
pounds had been issued interest free for the
primary use of projects like sea walls, roads,
the marketplace, churches, and colleges. This
sum more than doubled the island’s money

supply during this thirteen year period, but
there was no inflation. In the year 1914, as
the British restricted the expansion of their
money supply due to World War I, the
people of Guernsey commenced to issue
another 142,000 pounds over the next four
years and never looked back. By 1958, over
542,000 pounds had been issued, all without
inflation.”

In 1990 there was $13 million in interest-free,
state-issued notes. A visitor to the island that year
later wrote:

“I returned from Guernsey last weekend.
It is a fascinating little island. There are
about 60,000 permanent residents on the
island. The average family owns 3.3 cars,
their unemployment rate is zero and their
standard of living is very high. There is no
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The Downtown Denver
Partnership has started the
organization’s first-ever
crowdfunding campaign
for civic infrastructure,
with a $35,000 target for

a protected bike lane.

become the latest city to
harness its water pipeline
flow to produce hydroelec-
tric power.
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public debt. There is a surplus of public
funds which earn interest. The Guernsey
Treasury increased the Ml of the island by
40 percent in the last three-year period,
and this increase did not do anything to in-
flation. The price for a gallon of gasoline in
England translates to about $5US whereas,
the price in Guernsey is about $2US. Con-
trary to the teachings of current economics
in all higher institutions, inflation is not
related to the volume of money but rather
to the size of the commercial debt.”

The Guernsey Story is one of the reasons I am
so keen on local currencies, on gifting and on
equity crowdfunding. The federal effort to
prevent local currencies, equity crowdfunding
and place-based databanks and financial dis-
closure has had a devastating impact on local
economies in the US. You must understand
what is possible to appreciate the true cost.

Crowdfunding is now being used to finance
infrastructure on a local scale — everything
from bike lanes to civic centers to bechives
which can help repopulate bee populations:
* Denver Bike Lane and Civic Center
in Wales
* Glyncoch Wales Community Center
* Beekeeper sets Record for most Money
Raised
An area where local efforts can make a big

difference is energy. Here is a German project
to create local energy self-sufficiency.

* A Power Grid of Their Own

Here is an example of “stacking functions”
where Portland’s water system contributes to
generating energy:
* Portland to Generate Electricity
Within Its Own Pipes

Here is another example of “stacking func-
tions” which explores building roads with solar
panels:

* Solar Roadways

Entrepreneurs in Holland are now using tools
such as 3D printing and robotics to make in-
frastructure easier and less expensive to build:

¢ Amsterdam Canal

Entrepreneurs are also using collaboration
practices and tools developed with open source
software to create a vision of “open source
hardware” and open collaboration on design,
financing and building arrangements:

* Open Source Ecology: The Global

Village Construction Set
* Dale Dougherty on the Maker

Movement

Improved communication technology is cre-
ating opportunities to re-optimize our group
intelligence in ways which reduce stress on
existing infrastructure. This includes new ways
of organizing transportation and an endless se-
ries of applications in the “sharing economy.”

* Bridj

* Zipcar

More intelligent use of our resources does not
require high-tech solutions — just ingenuity,
innovation and collaboration. For example,
Alfred Moser invented a home lighting system
by recycling soda bottles (with no utilities or
power plants involved):

o Alfred Moser

Pam Warhurst organized neighbors in the
U.K. to convert local landscapes into gardens
which dramatically improved the quality and
cost of her village food supply:
* Pam Warhurst: How we can eat our
landscapes

Three: Engage With Our
Children 848

Our children are an enormous, untapped

resource which can help us “jump the curve”
on infrastructure challenges. Digital technol-
ogy and Internet access create a much higher

learning metabolism in young people — and
they are making amazing contributions:

* 16 Year-Old Irish Girls win Science
Fair 2014 with World Changing Crop
Yield Breakthrough

* Vancouver High School Student
Raymond Wang develops air circulation
system for aircraft cabins; wins $75,000
prize

Instead of boring our kids into a state of
apathy with common core curriculum and
standardized testing, we should integrate
their education with open source analysis and
design of infrastructure and its relationship to
environmental and economic ecosystems.

My advice is: don’t wait for the schools to

do this. Get your kids, grandkids, nieces and
nephews (and other kids you love) involved
now. Involve them with the books, DVDs and
games you give them, with the trips you take
them on and with the stories you tell them.
Don’t wait for their teachers to teach them
how empires are engineered or how sewer
systems have been essential to the growth of
cities. Just do it!

If you look at where the future opportunities
lie, many will be in the following areas:
* Engineers who build mag-lev trains
* Municipal leadership who organize new
water and energy sources and systems
* Entrepreneurs who create 3D robots that
build bridges
* Founders of start-up companies that create
new applications for water recycling and
desalination
* Teenagers who know how to build their
own homes

The opportunities are endless.

I can hear someone out there saying that the
money is not there for this kind of participa-
tion. Part of looking into infrastructure means

digging into the economics of infrastructure

— whether it is the cost of building and main-
taining or the value-creation for living and
financial systems it impacts. You will find that
most people are willing to invest in improving
things. They just don’t trust their governments
with the money to do this. So, we should invite
everyone — kids, as well — to look into the
money.

* Participatory Budgeting

Four: Consider the Impact on
Your Investments

Infrastructure will continue to emerge as an
important topic for investors. Increasingly,
there are funds and ETFs that focus on infra-
structure, although they have generally under-
performed the broader market to date. We are
also seeing a rising number of start-up compa-
nies serving niches in the infrastructure market.
And, there continue to be large, publicly traded
US and European engineering companies
which serve growing infrastructure demands.

The pressure for governments to privatize oper-
ations for ownership by companies and private
investors continues — even though many of
these have not worked out very well. However,
big infrastructure investment is going to con-
tinue to be led and organized by national gov-
ernments and their consortiums. This means
infrastructure will be an important ingredient
in regional economic performance and, over
time, will impact the trading of place-based
ETFs. With economic warfare raging globally,
it is likely that infrastructure will be at the heart
of geopolitics for the foreseeable future.

In short, infrastructure is important. And it’s
changing. This will create opportunities for
you and those you love. Don’t wait for the pro-
centralization team: see what the opportunities
are for you to “just do it.”

16-Year-0ld Irish Girls
Win Google Science Fair
2014 With World-Changing
Crop Yield Breakthrough.
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VI. Standing at the Crossroads:
Conquest or Creation

One of the reasons why infrastructure is such a fascinating topic is that it sits at the heart
of the most challenging questions on Planet Earth:

* Who is really running things?

* Why are they acting as they are?

* Why so many secrets?

* Why so many lies?

In some respects, a multiple-personality disorder culture is giving us a multiple-
personality economy...which produces multiple personality infrastructure:
* Are we going to use the Internet for communicating or for cyber-warfare?
* Are are going to use drones for delivering packages or bombs?
* Was Obamacare designed to help reengineer health care into digital systems
which deliberately lack integrity while pumping the US stock market with i
subsidized profits? AT

* Are we going to build infrastructure or are we going to blow it up?

* Are we going to cooperate with our neighbors to build infrastructure or are we
going to attack those who do who are outside of our control?

Which will it be: conquest or creation?

I don’t know the answer to that question. What I do know is that the central banking —
warfare model is wearing thin. This means we have three options:

* Depopulation

* War

* Change

The third option, change, requires a significant investment in infrastructure. And the

more we design and create great infrastructure, the more we improve the odds for change.

If you want change, start building]
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As with our 15t Quarter 2015 Wrap-Up: Planet Debt,

N

the top stories in Q2 2015 follow the trends that drove events ’
dnring Q1 — and will be doing so for years to come:

Deflation Wars
* Greece and Puerto Rico Ring the Bell
* The Turn is Upon Us
¢ $ Robot
* Endgame in the Precious Metals Markets
* IMF Economists: Stop Obsessing Over Debt
 Tax-free Debt: The Great Distortion
* Ending the Debt Addiction: A Senseless Subsidy

Trans Pacific Partnership

* Kaptur Attacks Fast Track Trade Pact

e As Trans-Pacific Partnership Debate Rages,
Broadcast Evening News Stays Silent

* Julian Assange On TPP: Only 5 Of 29 Sections
Are About “Traditional Trade”

* Revealed: The Secret Immigration Chapter in
Obama’s Trade Agreement

* European Parliament TTIP Vote Cancelled
‘Because of Huge Public Pressure’

Baltimore
* 12 Unanswered Questions About The Baltimore
Riots That They Don’t Want Us To Ask
* Social Media Analysis Suggests Links Between
Baltimore and Ferguson Violence
* Powerful Video Interview Of Crips and Bloods
Disputing Claims Of The Baltimore Police
e Watch The Citizens Of Baltimore Stand Up
To The Mob
* Baltimore Mayor Key Player in Obama’s Federal
Takeover of Local Police
* Leaked List Shows Ferguson Protesters Paid by
Soros Front Group
* Ferguson Protesters Now Protesting Over Not
Getting Paid
* Some facts about Baltimore
Skimming
* Where in Afghanistan Did $35 Billion Go?
* Pentagon Loses Track of $500 Million in Weapons,

Equipment Given to Yemen
* Top Miscreants Among Federal Contractors
* The New Militarism: Who Profits?
* US Defense Industry Outperforms S&P by 100%
* 2,300 Humvees in Mosul Alone’: Iraq Reveals
Number of US Arms Falling into ISIS Hands
* Behind the Pentagon’s Doctored Ledgers,
a Running Tally of Epic Waste

Infrastructure Investment

* What Went Wrong With U.S. Strategy on China’s
New Bank and What Should Washington Do Now?

* Something’s Brewing In Central Asia And The
West ‘Needs To Take This Seriously’

¢ Silk Road Extends to Minsk as China and Russia
Agree EEU Cooperation

* The First European Country Just Signed Up for
China’s $2.3 Trillion Trade Project

* Hungary First European Country to Sign Up for
China Silk Road Plan

* That Chinese Development Bank Thing

The Education Tsunami
* Building The Machine — The Common Core
Documentary
¢ Uncommon Problem For Jeb: Common Core

Other Stories

* Pope Francis: Care for Our Common Home

* Mandatory Vaccination: California is Ordering
Genetic Alteration

* The “War On Terror” Turns Inward — DHS Report
Warns Of Right Wing Terror Threat

* The Red Cross Raised Half a Billion Dollars for
Haiti, but Built Just Six Homes

e CIA is a Secret Government, Involved in Domestic
Assassinations: Ron Paul

* John Kerry Cuts Short Europe Trip After Breaking
Leg in Bike Accident

* Obama Sidelines Kerry on Ukraine Policy
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“The junior high schools and high schools of America have forgotten to
teach one of the most tmportant courses of all. Investing.” —PETER LYNCH

he following charts are reviewed
in my audio comments for the
Financial Market Round Up.

Overview

Let’s start with an overview of performance
in the financial and commodities markets
year to date.

S&P 500

DA

Russell 2000 (IWM)

MSCI EAFE (EFA)

MSCI Emerg. Mkts (EEM)
Barclays Agg Bond [AGG)
DAX (MGDAXI)

iShares China Large-Cap (FXI)
PowerShares India ETF (PIN)
Gold (oz.)

iShares 204+ Year Treasury Bond (TLT)

US Dollar Index

Commodities-Reuters/leffries CRB Index (SCRE)
Baltic Dry Index

iShares 7-10 Year Treasury Bond (|EF)

12/31/14

2,058.90
17,823.07
119.26
59.83
39.00
109.15
9,805.55
41.41
2092
1,206.00
124.63
90.28
229.96
782.00
105.15
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03/31/15

2,067.89
17,776.12
124.37
63.10
39.83
110.80
11,966.17
44.17
22.50
1,187.00
129.587
98.38
211.86
602.00
107.88

06/30/15

2,063.11
17,619.51
124,84
63.49
39.62
108.78
10,944.97
46.10
21.63
1,171.00

800.00
105.01

% 02 Change

0.23%
-0.88%
0.38%
0.62%
-0.53%
1.82%
-8.53%
4.37%
-3.87%
-1.35%
9.50%
2.88%
1.43%

32.89%

-2.66%

% YTD Change

0.20%
-1.14%
4.68%
0.12%
1.5%%
0.34%
11.62%
11.33%
3.3%%
-2.90%
-5.70%
5.84%
-1.21%
2.30%
-0.13%




US Dollar Index

After rising 12% in 2014, the US Dollar Index continued to rise strongly in the
first quarter and then consolidated in the 2nd quarter, now up 5.8% for the year.

PerfChart: $USD

Equities @
While the S&P was essentially flat for the first half of the year, small-caps and mid-caps s
continued to perform.

® US Dofar (EOD)

31 December 2014 - 30 June 2015

Jan 15

Feb 15 Mar 15 Apr 15 May 15 Jun 15

34

L.;':lIlJ]:i-Eill] . F,JL_@M,_L_ﬁﬂ[%!“n]mnl“g]lgf'ﬂu;_._d,njlﬁhJﬂf

T Imsul l-mmn I ECHM 42.70 l SCHX 4531 | PO 4880 10.00%
=N
ow 5153

L.00%
Jan 216 Feb 2"6
Morningstar Sectors
Real estate was the strongest sector globally.
Basic Materials -0.42 10.69 4.97 5.63 1.90 7.75 6.65
Communication Services 0.19 9.87 1.10 2.41 12.40 16.85 15.28
Consumer Cyclical 1.89 11.52 2.91 4.72 16.27 24.05 20.54
Consumer Defensive 0.97 9.82 2.07 4.91 10.35 16.63 15.80
Energy -1.40 6.36 -0.83 3.77 -10.92 7.17 8.46
Einancial Services 1.12 10.83 3.30 8.83 20.78 2221 11.44
Healthcare 2.19 14.46 2.17 7.80 28.58 30.51 23.85
Industrials 0.74 10.83 1.47 6.03 16.13 20.79 15.33
Real Estate 1.45 21.10 2.01 3.46 17.72 15.07 14.09
Technology 1.43 12.57 2.80 6.34 26.92 24.20 18.05
Utilities 1.54 0.33 2.63 2.63 3.53 12.60 9.90




IBB - Biotech Motif Investing

Curing cancer and preventing hacking topped the 1 year returns at Motif Investing.
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ITB
US Home Construction outperformed the S&P for the first half...
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...while US Real Estate sunk, in part over concerns regarding rising interest rates.
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OIL

Oil was flat — no recovery in the oil patch yet. Solar was the energy group that did well in the first half. 3
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RSX (Russia), OIL

Despite the US continuing to play the “oil card,” the Russian markets recovered some of last years losses.
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DAX (Germany)
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FXI (China Large Caps)
Chinese equities have also enjoyed a very strong 2015. May and June gave up almost
half of the gains so far this year.
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PIN (India)
India also had a weak second quarter and ended up slightly for the year to date.
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EEM (Emerging Markets) WAFMX (Frontier Markets) @9

Internationally, the developed markets outperformed the emerging markets.. ®
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Commodities GLD (Gold), SLV (Silver)

Precious metals continue to underperform and the charts look weak despite
continuing efforts to lock up physical bullion inventory around the globe.
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Commodities = up and down, up and down, with no change for the year.
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A Look “Down Under” "j })

For many years, Australian equities enjoyed the demand for commodities created by growth s
in Asia, especially China.

EWA (Australia), ENZL (New Zealand) vs. EFA (Developed International)
& S&P - 10 Years
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EWA (Australia), ENZL(New Zealand) vs. EFA(Developed
International) & S&P — 5 Years

Coming out of the 2008-9 financial crisis both Australia and New Zealand were trading up
with other markets, with Australia out performing the S&P until the US market began to
rise ahead of global markets in 2013.
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EWA (Australia), ENZL (New Zealand) vs. EFA (Developed
International) & S&P - YID

As the markets have dropped in the second quarter, Australia and New Zealand have
dropped with them. New Zealand, in particular, is underperforming most markets.
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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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ummer is here and I am headed out on the long drive

through the Heartland to the West Coast. Research has

begun on our Third Quarter Wrap Up theme: the
Chinese stock market. The ramifications of China opening its
financial markets are going to be significant; the impact long
lasting to all of us. Coming this September — the IMF’s response

to China’s request to integrate the yuan into the Special Draw-
ing Rights (SDRs).

I keep being asked whether or not something big is going to
happen in the Fall. In fact, something big happened yesterday,
something big happened today and something big will happen
tomorrow. Change is not coming — it is upon us. We are headed

forward — there is no reverse gear available.

On behalf of the Solari Report team, we want to help you make
sure that change works for you and yours. Thank you for the

opportunity to serve you.

—Catherine Austin Fitts
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