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� Boomer Generation’s Retirement Dilemma

� Implications for the capital gains Ponzi Scheme

� Era of Debt Fueled Conception is over

� Rise of Footprint Conciousness

� BRIC Infrastructure Expansion

� OECD Transformative Infrastructure Renewal

� End of American Hegemony

� Security & Redundancy of Supply

� Diminishing role of the US dollar as global reserve  currency

� Restoration of traditional risk-reward based invest ing

� A sweet spot for the junior resource sector

Key Themes of this PresentationKey Themes of this Presentation



Perfect Storm of Cyclical Perfect Storm of Cyclical DownturnsDownturns

� Hegemonic Cycle

� Economic Cycle

� Commodity Cycle

� Market Cycle

� Sectoral Cycle

� Story Speculation
Cycle

� Life Cycle

� Seasonal Cycle



Catastrophic Collapse has created a once in a life Catastrophic Collapse has created a once in a life 
time bottomtime bottom --fishing window for the resource sectorfishing window for the resource sector



? Krugman’s Hockey Stick?

Great Depression Two?

Happy Days are here again?



Wealth & Power in the US Demographic FutureWealth & Power in the US Demographic Future

� Boomers born 1946-1964

� Will all be 65 & over by 2030

� Will be 20% of US population

� Minorities 18-64 will be 46% of 
population by 2030

� Retired boomers will control the 
majority of real estate & equity 
wealth

� Hispanics projected 1 in 3 by 2050

Beast of 
Burden 

Voting Bloc



Retiring Boomer Generation Needs Cash FlowRetiring Boomer Generation Needs Cash Flow

Capital Gains Ponzi Era
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The 80The 80’’s & Wall Streets & Wall Street ’’s Junk Bond Manias Junk Bond Mania
((GoodGood --Bye Dividend Income)Bye Dividend Income)

Reagan-Thatcher

Breaking the Unions

Neoliberalism – Washington Consensus

Strategic Defense Initiative

Savings & Loans

Michael Milken

Berlin Wall – Soviet Union Collapse

1987 “crash”

Deng Xiaoping’s Black 
& White Cat Speech



NASDAQ & the DotNASDAQ & the Dot --Com BubbleCom Bubble

Capital Gains, Options & the rise of accounting fra udCapital Gains, Options & the rise of accounting fra ud

Netscape

Amazon

EBAY

Nortel-Cisco

World-Com

Enron

Clinton

Microsoft & PC 
Revolution

Netscape & Internet 
Revolution



Post 911 Financial Sector BubblePost 911 Financial Sector Bubble
((Hello High RiskHello High Risk --Low Reward Portfolio Management Theory)Low Reward Portfolio Management Theory)

Global Real 
Estate Boom



GreenspanGreenspan ’’s American Innovation Windfallss American Innovation Windfalls

� Productivity Boost created by the Internet Revoluti on

� Financial Stability boost created by Quantitative F inance



Mortgage Securitization:
Creating a Global Real Estate 
Bubble and a Consumption 
Boom by dissolving the 
traditional self-regulating 
relationship between lender and 
borrower

� The American Dream

� Home construction boom

� Refinancing boom

� Turning the home into an 
ATM Machine

� Home equity as 
retirement savings plan

� Made possible through 
Mortgage Securitization



The China PriceThe China Price
� Cheap Labor – urbanization of 

rural China and the dismantlement 
of state run enterprises

� No Health & Safety for Workers

� No environmental emission 
controls

� No Unions to secure medical or 
pension benefits

� US Dollar Peg: the devil’s bargain 
of maintaining an undervalued 
yuan by bankrolling the US trade 
deficit through the accumulation of 
US treasury debt

� Piracy and Counterfeiting

� FDI: foreign direct investment and 
technology transfer

Made in China and Packed with 
Pride in America





30 Year Base Metal Bear Market 
catches mining industry off guard





Super Cycle or Business Cycle?Super Cycle or Business Cycle?



Commodity SpeculationCommodity Speculation

2 Types of Resource2 Types of Resource Sector Story Speculation CyclesSector Story Speculation Cycles

Discovery SpeculationDiscovery Speculation

� Resource Estimates - Ounces & Pounds in the Ground

� Focused on development portion of exploration cycle : infill drilling, metallurgy, 
prefeasibility, feasibility/permitting, constructio n

� Vulnerable to geopolitical risk and  commodity pric e voltaility

� Valuation based on DCF Method & Peer Group Comparis on

� Financing Intensive – a more institutional and less retail audience

� 1976-1981 (oil, gold, copper), 2003-2008 (base meta ls), 2009+ (gold?)

� No Resource Estimates – just geology & location

� Focused on early discovery part of exploration cycl e: grassroots, target 
generation & drilling, discovery delineation

� Speculation focused on grade and tonnage, repeatabi lity by area player or 
conceptually similar plays, commodity price irrelev ant

� Valuation based on Rational Speculation Model

� Financing comes from sophisticated investor & retai l audiences 

� 1982-2002 (Hemlo, Eskay Creek, Ekati, Voisey’s Bay, B usang, Veladero), 
2003-2008 (Fruta del Norte), 2009+ (a comeback?)



Retail Investor













The rise of the FinancialThe rise of the Financial Quants as the new Quants as the new 
Geniuses of Wall StreetGeniuses of Wall Street

� Derivative Explosion

� Slicing & Dicing Debt

� Re-assembling into structured products

� Unique creations marked to model

� Sold to managers of OPM

� Reliance on Bell Curve distributions

� Reliance on historical data sets

� “Ignorance” of circular feedback loops

Structured 
Product
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Real Estate Bubble CollapseReal Estate Bubble Collapse

Oh 
Crap

Fannie Mae

Cool!



Commodity Price Inflation Public Enemy No 1Commodity Price Inflation Public Enemy No 1

Paulson imposes 
ban on shorting 
financial sector 
stocks, shifts attack 
on raw material 
sector.



Consumption & Global Trade hit the WallConsumption & Global Trade hit the Wall



Financial Service Sector ImplodesFinancial Service Sector Implodes

AIG
Citicorp

Bank of 
America

Goldman Sachs
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Bear Stearns

Countrywide



BoomerBoomer Retirement Plans AnnihilatedRetirement Plans Annihilated

Republicans orchestrate 
Obama election victory



� Rising Unemployment

� Sinking rent rates

� Overhang of 
foreclosed properties

� New found savings 
mentality

� Surplus of empty 
homes

� China still makes stuff 
cheaper than anybody 
else

� Reverse wealth effect

� Rising health care 
costs



Has real estate bottomed?Has real estate bottomed?

3 Key Questions3 Key Questions



What will Americans do that is of What will Americans do that is of 
value to the rest of the world?value to the rest of the world?



� Own short term and you earn nothing

� Own long term & you risk loss through higher intere st rates

� Own equities & you are at risk of GM style bankrupt cies worsening the 
longer & deeper this recession becomes

� How long can US dollar remain strong?

How do the boomers fund their retirement?How do the boomers fund their retirement?



If debt fueled If debt fueled 
consumption is dead, consumption is dead, 

what will drive raw what will drive raw 
material demand?material demand?

And for us resource And for us resource 
sector speculators:sector speculators:



A Matter of PerspectiveA Matter of Perspective

1 Billion OECD1 Billion OECD 3 Billion BRIC3 Billion BRIC

Is your standard of living shrinking or growing?Is your standard of living shrinking or growing?

Is your footprint growing or shrinking?Is your footprint growing or shrinking?





ChinaChina ’’s Solution: extending s Solution: extending 

infrastructure into the hinterland infrastructure into the hinterland 

to boost its domestic economy to boost its domestic economy 

and reduce dependency on and reduce dependency on 

exportsexports



Globalization & the Neoliberal Agenda

Chinese-American Devil’s Bargain

Deindustrialization of America

Financial paper export economy



AmericaAmerica ’’s Solution: Transformatives Solution: Transformative Infrastructure RenewalInfrastructure Renewal

American Socierty of Civil 
Engineers estimates $1.6 
trillion needed over next 5 
years just for infrastructure 
maintenance!

� Footprint Consciousness as a response to the end of  debt fueled 
consumption

� De-Concentration of Manufacturing

� Geopolitical strategies geared toward long term bal ance of power shifts

� Indebting future generations by creating legacy rat her than looting for 
the benefit of boomers

� Bhutan and its Gross National Happiness Index



Is Footprint Consciousness really an Enemy Is Footprint Consciousness really an Enemy 
of GDP Growth?of GDP Growth?

� Reduce

� Re-Use

� Repair

� Renewables

� Recycle

� Rethink

� Relearn

� Quality over quantity

� Durability

� Efficiency

� Net Giver

� Zero Summer

� Net Taker

Footprint Reduction StrategiesFootprint Reduction Strategies

Footprint transformation StrategiesFootprint transformation Strategies

Changing Me into UsChanging Me into Us





CO2 Loading of the AtmosphereCO2 Loading of the Atmosphere

Uncharted Territory

� Global Warming

� Sunspot Cycle

� Climate Change

� Carbon Sequestration

� Ocean acidification

� Reforestation



The Chosen Species in the Garden of EdenThe Chosen Species in the Garden of Eden

� The biggest creature on the planet

� Has been around since shortly after 
the KT extinction

� Easily travels the reaches of the planet

� Is in perfect equilbirum with the planet

� Nourishes itself at the bottom of the 
food chain

� Does not need to cultivate its food

� Nutures its young until self-sufficiency

� Does not make war

� Communicates with songs that travel 
across oceans

� Threatened only by human predation

� Lives a life of spiritual meditation?

Which chosen species are we Which chosen species are we 
gassing into extinction?gassing into extinction?





Potential Nuclear Energy Growth Markets?Potential Nuclear Energy Growth Markets?







Bottom Bounce – No Big Deal But this is big!
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Project for a New American CenturyProject for a New American Century

� Bush “elected” in 2000

� September 11 terror attack

� Neo-Cons push PNAC

� Permanent War on Terror

� Homeland Security

� Weapons of Mass Destruction

� My Way or the Highway

� Shock & Awe

� Intelligent Design

� Taliban surges in Pakistan



“Eyes in the Sky”

“32 million surplus males”

Petro-Dollar Recycling?



AmericaAmerica ’’s Eyes in the Sky:s Eyes in the Sky:

Will a minefield of satellite Will a minefield of satellite 
debris eventually poke debris eventually poke 
them outthem out ??



EurAsia

NoSoMerica

AustralAsia

UpForGrabs





Security & Security & 
Redundancy of Redundancy of 

Supply Supply 
––

Infrastructure Infrastructure 
Support MetalsSupport Metals



















What is an What is an orebodyorebody worth?worth?
DDiscounted Cash Flow Modeliscounted Cash Flow Model

Annual Cash Flow
(1 + Discount Rate) n

Less Capital Cost 

n = year of cash
m = mine life (years of mining)

�
m

n=1

The Net Present Value of Future Cash Flow!The Net Present Value of Future Cash Flow!



A mining company is a A mining company is a 
creator of annuitiescreator of annuities



The 2003The 2003--2008 Market Cycle2008 Market Cycle
Racing Ounces & Pounds in the Ground toward Product ion Racing Ounces & Pounds in the Ground toward Product ion ––

closely linked to the Commodity Cycleclosely linked to the Commodity Cycle

$5,072,880,566,7283 Year Average GMV:

$3,411,047,451,402Spot GMV:

lb4,311,163,366Tungsten

lb575,578,759Vanadium

lb1,747,902,708Uranium

lb25,096,129,098Molybdenum

lb69,905,459,755Lead

lb218,743,411,976Zinc

lb63,897,427,564Nickel

lb583,169,169,622Copper

oz45,094,590Palladium

oz24,897,219Platinum

oz12,944,652,803Silver

oz1,301,656,659Gold



www.KaiserBottomfish.comwww.KaiserBottomfish.com


