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     FROM THE BLOG THE ECONOMIC COLLAPSE 

 19 Statistics about the Poor that Will 

Absolutely Astound You  

      1.  According to the U.S. Census Bureau, the percentage of “very poor” 

rose in 300 out of the 360 largest metropolitan areas during 2010. 

   2.  [In 2010], 2.6 million more Americans descended into poverty. 

That was the largest increase that we have seen since the U.S. 

government began keeping statistics on this back in 1959. 

   3.  It isn't just the ranks of the “very poor” that are rising. The number 

of those just considered to be “poor” is rapidly increasing, as well. 

Back in the year 2000, 11.3 percent of all Americans were living in 

poverty. Today, 15.1 percent of all Americans are living in poverty. 

   4.  The poverty rate for children living in the United States increased to 

22 percent in 2010. 

   5.  There are 314 counties in the United States where at least 30 

percent of the children are facing food insecurity. 

   6.  In Washington, D.C., the “child food insecurity rate” is 32.3 percent. 

   7.  More than 20 million U.S. children rely on school meal programs to 

keep from going hungry. 

   8.  One of every six elderly Americans now lives below the federal 

poverty line. 

   9.  Today, there are over 45 million Americans on food stamps. 

   10.  According to the  Wall Street Journal , nearly 15 percent of all 

Americans are now on food stamps. 

   11.  In 2010, 42 percent of all single mothers in the United States were 

on food stamps. 

   12.  The number of Americans on food stamps has increased 74 percent 

since 2007. 

   13.  We are told that the economy is recovering, but the number of 

Americans on food stamps has grown by another 8 percent over 

the past year. 

   14.  Right now, one of every four American children is on food stamps. 

   15.  It is being projected that approximately 50 percent of all U.S. 

children will be on food stamps at some point in their lives before 

they reach the age of 18. 
(Continued )
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14  FAMILY FORTUNES

 The Occupy Wall Streeters attack the government from the left. The 
Tea Partiers launch their assault from the right. The central authority 
may not hold. 

 But things are coming apart for a reason. Centralized control no 
longer works. Expanding credit no longer produces expanding output. 
Further government “investment” no longer produces decent returns. 
The whole edifice wobbles—and then collapses. 

 And people are better off. Belgium, which has been coming apart 
for years, still has one of the highest growth rates in Europe. 

 Since modern nations can’t really afford the lifestyle goals they 
have set for themselves, they must cut back. That will mean that the 
people who counted on national health programs, free education, 
unemployment, welfare, pensions, and the other services provided by 
the government will be disappointed. They will look for alternatives. 

 And the alternative they will find is the one that was there all 
along—the one that has been the most reliable, from long before any 
histories were ever written up to the present: the family. 

 Unable to depend on the government when times are tough? Who 
ya gonna call? A federal bureaucrat? Or a friendly uncle? 

 To whom will you pledge allegiance? To the nation-state that let 
you down? Or the family that holds you up?  

  “NOBODY REALLY STARTS WITH NOTHING” 

 A study conducted in the early 1990s found that of those who 
inherited around $150,000, 20 percent left the labor force within 

   16.  More than 50 million Americans are now on Medicaid. Back in 

1965, only 1 of every 50 Americans was on Medicaid. Today, 

approximately one out of every six Americans is on Medicaid. 

   17.  One out of every six Americans is now enrolled in at least one 

government antipoverty program. 

   18.  The number of Americans that are going to food pantries and soup 

kitchens has increased by 46 percent since 2006. 

   19.  It is estimated that up to half a million children may currently be 

homeless in the United States.   2      
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84  FAMILY FORTUNES

 It may surprise you to know that the stock market in the United 
States over the past century was not as rewarding as most people think 
it was. In 1900, the Dow index was at 51.60. In 2011, it ended the year 
at 12,100. That may seem like an incredible return. And it is. But it is 
not as incredible as it appears. 

 First, let’s look at the Dow in Figure 3.1. 
  But now let’s remember that a dollar in 1900 was worth a lot more 

than a dollar in 2011. In 1900, for example, you could buy a typical 
house for about $5,000. Today, the price is about $160,000. 

 We can also adjust the prices of Dow stocks by looking at gold. In 
1900, gold sold for $18.96 per ounce. At the end of 2011, it sold for 
$1,710. 

 You can see for yourself that the Dow’s ascent is not as impressive 
when adjusted for price increases. Still, had an investor put his money 
in the Dow and left it there for all those years, he would have done 
well, right? 

 Well, on one hand, he would have done better than this chart sug-
gests because he would have also collected dividends. Include those 

14500
11500
8500
6500
4500
3500

2500

1500

1000

500

250

125

62.50

31.25

1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010

    Figure 3.1  The Dow, 1900–2011 

c03.indd   84c03.indd   84 13/06/12   2:00 PM13/06/12   2:00 PM



What About the Money?   89

5,500
5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500
0
1990 1992 1995 1998 2001 2004 2007 2010 2011

    Figure 3.2  The Nasdaq, 1990–2011 

     THE SIMPLE WAY TO DOUBLE YOUR MONEY  

  Exponential growth is a key concept to understand. Exponential growth is 

also exactly what we want with our investment portfolios. It is just another 

way of talking about the power of compounding. 

 If something grows at a fixed percentage each year, the  amount  it 

grows in each successive year will get bigger over time (even though the 

 rate  of growth remains the same). And small differences in the yearly 

growth rate result in big differences in long-term results. 

 Let’s say an investment grows at 10% per year. Invest $100, and after 

one year you have $110. The investment has gone up $10. In Year Two, it 

goes up another 10%, which is now $11. So the profit has increased from 

$10 to $11.  This is because there are profits on the earlier profits . 

 This is what we call the power of compounding. Which, as you should 

know by now, is the most effective way to grow your wealth over time or, as 

market guru Richard Russell famously put it, is the “royal road to riches.”   4    

(Continued )

  Before we go any further, this is probably a good place to show how 
money grows. Everyone has heard of “compound growth” rates. How 
do they actually work? Here, we are greatly assisted by our chief finan-
cial whiz and the chief economist of our own family office, Robert 
Marstrand, who prepared the following explanation: 
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90  FAMILY FORTUNES

  The Picture of Compounding 

 Figure 3.3 shows how exponential growth looks over 30 years (roughly 

a generation) using various growth rates from 1 percent per year (the 

lowest line) up to 10 percent per year (the highest line). Values are shown 

on the vertical axis and all start at 1. The years are shown along the 

horizontal axis. 

  The really important thing to grasp here is that the lines are curved and 

not straight. This is how the power of compounding looks over the long 

haul. You could call it the “picture of compounding.” 

 A steady gain of 5% per year means the initial value of 1 goes up to 4.33 

after 30 years. A steady gain of 10 percent per year means that initial value 

rises to 17.45 over the same time. The yearly rate has doubled.  But the end 

result after 30 years is over four times as much . The longer the time period, 

the bigger the effect. 

 Of course, there is price volatility along the way with any investment 

portfolio. You won’t get a perfectly smooth curve. But what matters for 

long-term investors is the end result. And the power of compounding still 

works its magic, even when there is price volatility along the way. 

 Most people don’t understand compounding and exponential growth. 

This isn’t because they are stupid or uneducated. It’s just that it’s not 

intuitive to most people. We’re not wired to think in a nonlinear way. 

But it’s increasingly essential to start to think this way if we are to truly 

understand the world we live in.  

    Figure 3.3  Exponential Growth 
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  Mine’s a Double! 

 If you know the rate at which something is growing, you can work out 

how long it will take to double in size (assuming the growth rate stays the 

same). The rate of growth is the percentage that it goes up each year. The 

number of years taken to double in size is called the “doubling time.” 

 Figure 3.4 summarizes the doubling times using a range of different 

annual growth rates. 

  At lower rates of growth, small differences in the rate make a big 

difference to the doubling times. If your investments beat price inflation 

and taxes by 1%, they will double in 70 years, measured in today’s money. 

If the outperformance is just two percentage points higher—at 3 percent—

they will double in just over 23 years (again in today’s money).  

  Doubling Time � 70/Yearly Growth Rate 

 There is an excellent rule of thumb for calculating the doubling time of 

anything. You take the number 70 and divide it by the yearly growth rate to 

give the number of years for something to double. 

 If you aren’t good with numbers, you can use a memory trick to help you. 

By creating mental images, we help your brain retrieve information more 

    Figure 3.4  Annual Growth Rates and Their Doubling Times 
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easily. So you could imagine seven clocks all at 10 o’clock—combining the 

number 70 with the idea of time. Or you could think of your 10 fingers and the 

seven days of the week. Just try to think of something that works for you. 

   Conclusion:  To maximize long-term investment performance, you need 

to keep investment profits up and costs and taxes down. This allows the 

power of compounding to work in your favor .  

  Reach for the Low-Hanging Fruit 

 Figure 3.5 shows the same data for the first 10 yearly growth rates in the 

above table—from 1 percent to 10 percent per year. The horizontal axis 

shows the yearly percentage rates of growth, and the vertical axis shows 

the doubling times in years. 

 Looking at it this way, something jumps right out. The relationship between 

growth rates and doubling times is not a straight line, but a curve. More 

growth always leads to a shorter doubling time. But there are bigger absolute 

differences between lower rates of growth than between higher ones. 

 (You can also see this relationship in Figure 3.3. Not every line gets 

up to a value of 8. But look at those that do. And compare the year at 

that point with the year when they crossed through the value of 4. The 

    Figure 3.5  Doubling Time (Years) 
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182  FAMILY FORTUNES

there are 20 super giant fields that account for roughly 25% of global 
production. All of these super giant fields were discovered decades ago. 

 What has been discovered and brought into production in the past 
few decades are smaller fields, which normally have higher decline 
rates. As these new smaller fields replace production from larger fields, 
and older larger fields age, we can expect the global observed decline 
rate to increase from the current estimated rate of 6.7% (or 4.7 million 
barrels per day annually).   6     

 See Figure 5.1. It shows that there is considerable oil available. But 
it comes with a higher price tag. And it demands many years of invest-
ment to bring it online. Obviously, no one will make the investment 
unless they are pretty sure the price will be high enough—when they 
are finally bringing their product to market—to justify the investment. 
Mr. Bambrough concludes that $75-per-barrel oil is needed simply to 
maintain current levels of production. 

  But current levels of production aren’t good enough. While the 
developed world’s use of energy is on the decline, the emerging world 
can’t get enough of it. The reason is self-evident. The emerging world has 
billions of people who don’t already own all of the energy-guzzling 
paraphernalia of modern life. And they are acquiring the means to 
afford it (see Figure 5.2). 

  Figure 5.2 tells the China story. There’s also Russia, Indonesia, 
Brazil, India, Turkey, and many other high-growth emerging nations. 
We don’t necessarily believe that any of them will become the America 
of the twenty-first century. But we take it for granted that they will be 
the big oil users of the future. At present, the per-capita use of oil in 
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    Figure 5.1  Available Oil in Billion Barrels 
  Source:  Sprott Asset Management  
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the United States is 10 times what it is in China. But the trend is clear: 
Oil use in the emerging world is rising rapidly, as you’d expect. 

 Of course, the other thing that is rising rapidly in the emerging 
world is personal income. This is a crucial point. In America, the typi-
cal working man reached his peak earnings per hour in 1974.  You can 
argue that he gets more in social services today, such as free cheese and 
free pills. But that seems like small comfort to him when he drives up 
to the gas pump. Looking at Figure 5.3, you’ll see the adjusted wage 
cost of gasoline over the past 10 years has gone up. The Chinese buyer 
finds gasoline—as a percentage of his wages—has gone down because 
his earnings have increased so substantially. Chinese wages are up 281 
percent over the last decade. 
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    Figure 5.2  China vs. USA 
  Source:  Sprott Asset Management  
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Our Beta Bets  209

hot trying to keep up with demand from America but exporters were 
forced to print money of their own to keep up with the flood of dol-
lars. They needed to redeem dollars from their own merchants and 
prevent their local currencies from rising too much. The higher the 
yuan or the yen rose, the less competitive were Chinese or Japanese 
products, respectively, to America’s rapacious consumers. 

 What a system! The U.S. consumer spent money he didn’t really 
have to buy goods (mostly from China and Japan) for which there 
was no genuine market. The local central bank took in the dollars—
in exchange for local currencies—and lent them back to the U.S. 
Treasury! It was as if the money had never left home. As you can see 
in Figure 6.1, since 1975, imports have exceeded exports every year. 

 But debt was building up. 
  A crude way of understanding this is to say that today there are 8 

trillion more dollars in the world than there should be. And far more 
debt. But the United States was hardly alone. All the Organisation 
for Economic Co-operation and Development (OECD) nations have 
debt in excess of 250 percent GDP. Several—Britain, Japan, and the 
Netherlands—are twice that high. 

 This is the sort of out-of-whack situation that calls out for correc-
tion. Debt levels desperately needed to come down. That is the nature 
of the crisis that began in 2007 and continues today. Consumers in 
the United States—and elsewhere—borrowed too much money. They 
now needed to deleverage. They needed to pay down their debts. 

U.S. Accumulated Trade Deficit, $ bin (rhs)
Annual Trade Deficit, $ bin (lhs)
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    Figure 6.1  U.S. Trade Deficit 

  Source:  Kevin Bambrough, “The Greatest Trade of All Time,”  Markets at a Glance , Sprott Asset Management, 
August 2011  
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236  FAMILY FORTUNES

 You never know. 
 You also never know what will happen to the currency in which 

your money is calibrated. The dollar, the pound, the euro, and other 
currencies are controlled by governments. And, occasionally, govern-
ments get themselves into a jam. When they do, they don’t hesitate to 
destroy their own currencies. 

 We have a reminder of one of these events—a $100 trillion bill 
issued by Zimbabwe in 2009 (Figure 7.1). 

  You can imagine what happened to people who kept all their wealth 
in Zim dollars! An overseas account gives you some  protection—
against predatory governments, against incompetent monetary  systems, 
against financial catastrophes, and against taxes. 

 There’s nothing underhanded, illegal, immoral, or even shady about 
using offshore, foreign currency accounts. No need to lie about it, 
either. You can use accounts in tax havens legitimately to hold and 
invest wealth. Wealthy families typically do. 

 Remember, your family’s wealth depends on two variables: its net 
(of costs/taxes) return per year and the number of years it continues. 
Taxes are the main cost. They need to be reduced so that your net rate 
of return will remain high. That is why one of your hard structures 
will ideally be located in a tax haven. Ideally, you will have a bank or 

    Figure 7.1  $100 Trillion Zimbabwe Bill 
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