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November 23, 2011
BIG TROUBLE AHEAD

The massive debt accumulation worldwide is finally coming to a head. Europe appears to be the
first flash point to be followed by China, Japan, and the U.S. — maybe in that order. As we have
said so many times, there is a tipping point out there where piling on more debt no longer works.

That’s where we are now. We are entering the downside of the tipping point.

The only thing that makes any sense is to head for the hills. Be very careful where you have your
money be it cash, securities, or anything else of value. As this is being written, much is being made
of the recent German 10-year bond auction that received very tepid demand. The central bank
had to buy approximately 30% of the issue. Germany, of course, is the most solid of all the Euro
countries. What happens if they go down? Please note the following chart which depicts the total
debt of most of the leading countries except China. Many believe that China is in the worst shape
of all the countries. They do not publish their numbers therefore it is difficult to ascertain. You

have probably seen this chart before, but it bears repeating.

Combining government, business,
bank, and household debt reveals the
true scope of a country’s obligations
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The following two charts measure the amount of excess debt accumulation in the U.S. and the
declining bang for the buck our economy has gotten from the use of this debt bubble. Someone
somewhere has to absorb the excess debt that is not repayable. Who will it be? Wall Street has
been bailed out once; will they have to be bailed out again? Of course we know who it is that will

pay in the final analysis — we will.

Total Credit Market Debt Owed (TCMDO)
Source: Board of Governors of the Federal Reserve System
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Diminishing Marginal Productivity of Debt in the US Economy (in Dollars)
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Again, we cannot say this enough — be sure your assets are protected as best you can. Question the
custodian of your assets. It just might be that big rather than small is not as safe as one thinks.

Your due diligence is required.
Final Note

As things are becoming quite dicey, we plan to communicate more often through interims as

opposed to large quarterly pieces we have used in the past. More often, less verbiage.

@ Central Plains Advisors — A division of Freestate Advisors LLC

Information contained in this commentary is based upon information obtained from sources both external and internal which we consider to be reliable, but
the accuracy of the information and the recommendations contained herein cannot be guaranteed, nor do they constitute a solicitation for the purchase or sale
of any securities mentioned herein. Information contained in this commentary may not be reproduced in any form without written permission from Central
Plains Advisors.




