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e all want predictions. We feel the
need to glimpse into the future or at
least some indication of it to better
prepare for it; to prepare our response
to it. Therefore, in predicting futures
we predict our own behaviour. Behaviour they say is also
based on expectations-- expectation of that potential future;
behaviour is thus pre-established. Hence we all want
predictions. We are back to square one, time zero. So is the
economy.
What now? I can write about how we got to this credit
crunch calamity complete with statistics that can make your
head spin. But the script is already laid out for any reader in
our article of last June regarding the 1980’s.
Several corporate leaders have recently told the media
that no one saw this tsunami coming; that it could not
have been predicted. When we look back on recent events
in our own lives we can easily see the choices we ought to
have made.
What then stopped us from making the right decisions
when they were right in front of us?
Are we not even given a tiny intuitive signal? Could
we not have tuned into an indicator from the past or an
expectation from the future?
Yes, we could have. The sad truth is that this current
‘future’ was predicted. Past behaviour is a good predictor
of future behaviour. The future is known and will remain
known as long as we continue to behave the way we do. It is
not rocket science.
For instance, let’s take a look at the latter part of 18th
century France. It will strike a familiar chord with the
financial crisis of today, for we are living in an example
of history repeating itself. The similarities are glaringly
obvious.
In his book « Fiat Money Inflation in France »2
Andrew Dickson White (1832-1918) wrote that in the late
1780’s France, the National Assembly established a program
to transfer government lands into the hands of the people
thus creating a new class of “landowners.” It thus introduced
paper currency in successive issues, with the promise of
stability and its security based on the pledge of public lands.
This French paper money represented as its asset base the
undeniable source of all production: land. It converted
land into paper. Why issue silver dollars that would entail
costs when they could issue unlimited paper dollars which
virtually “cost” nothing?3

48

Paper Money

In his speech to France’s National Assembly in 1789,
Honoré Gabriel Riqueti, Comte de Mirabeau (1749 –
1791) the French revolution statesman involved in the
Tennis Court Oath, compared the issue of that paper
money to "a loan to an armed robber." He further suggested
: "that infamous word, paper money, ought to be banished
from our language." 4
This is undoubtedly a sentiment most will attribute to
the current commercial paper. Any financial underwriter
today worth his or her salt is capable of foreseeing when a

real estate owne has cashed out. And although the typical
offering memorandum of a CMBS issue in a hot economy
stipulates a loan to value ratio of 75% there is no guarantee
of owner equity. The owners of the underlying real estate
asset will readily hand you their keys in the event of
default.
Inflation is not prosperity.

But let us return to our 210 year old example, during a
revolutionary period where the government changed their
calendar back to Time Zero.
With the issuances of the paper money came the
breakdown of the morals within the country at large.
Instead of satisfaction with legitimate profits, there had
come a passion for excessive gains. Andrew Dickson
White went on to say that, “Out of price inflation grew a
speculating class; all business became a game of chance, and
all business men, gamblers. There was a sudden build up of
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ostentatious wealth,
and this gambling,
speculative spirit
spread quickly.”5
White tells
us that in time
Mirabeau
and
others began to
favor the issue(s) and in time insisted that
French patriotism and “enlightened” selfinterest would cause the people to support the
value of the paper money. Instead the outcome
was the creation of a vast debtor class in the
nation extending through all ranks of society.
The merchant class and bourgeoisie at first
welcomed the apparent increase in the value of
their goods, only to realize the need to increase
prices to cover not only inflation but also
the risk from price fluctuations and economic
uncertainty.
A feeling of insecurity spread throughout
the country; it discouraged enterprise and
stagnation followed. This caused a collapse in
manufacturing and commerce just as it had
done so in other parts of Europe in earlier
periods, where men had tried to promote profit
out of irredeemable paper.
In order to stabilize their economy the
French government fixed the price of consumer
goods in 1790 at one and one-third its price
from two years before. To this they added the
cost of transportation costs (infrastructure) plus
a profit margin, creating a bureaucratic Gordian
Knot for evaluation and management.
The extent of recent ethically dubious
trading in commercial paper is not dissimilar to
the process and ultimate consequences of the
introduction of a new paper currency, without
regulators.
The financial crisis we face today was
predictable.

t peak oil prices in a petroleum based society,:
energy crisis
t human capital and mobility, lack of ‘sense
of place’
t baby boomer and aging population, labor
market, Medical and social benefits
t manufacturing crisis, consumption,
demand, outmoded methods/products,
innovation
t aging infrastructure, transit oriented
development, economic effects on the
nation
t financial market collapse, interest rates,

inflation, legislation, wealth
t environmental/sustainable development,
t global warming,
t agriculture, global food shortages
t natural disasters
t wars
If we likened these ripple effects to a
heartbeat, imagine the human body attacked by
a barrage of viruses each requiring immediate
attention with limited resources.
The recent ‘reign of error” in the financial
markets has left citizens and corporations
depleted and billions lost and unaccounted for.

Converging Crises

In the current economic climate, the
convergence of multiple crises and their related
ripple effects have presented corporations and
governments around the globe with layer upon
layer of financial and social dominos:
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Strife and unrest are no longer isolated to the traditional
third world countries. Canada’s trading partners are experiencing
the same set of crises: Europe and the USA are affected, Mexico
(a member of NAFTA) is now considered to be a failed state
with internal narco-trafficking, China grapples with social and
economic priorities, India struggles with insurgence.
New institutions and new processes will emerge. With so many
systems simultaneously in crisis, public and private leadership will
undergo a substantial makeover in approach.
It is said that real estate portfolios will not suffer unduly. Let’s
take each sector at a time.
In the hotel industry, we see reduced room sales;
t the retail industry is affected by consumer spending;
t the manufacturing industry has already been hit; and
t the residential market is a by-product of consumer confidence
and jobs.
Real estate is a good barometer of the economy. When
businesses and households prosper more space is built, more
users seek that space, and the public sector reaps its benefits
(infrastructures, sales tax, property tax, permits etc). Remove the
benefits of a strong real estate sector and the ripple effects are
profound.
It is also said that a common North American currency may
have finally seen its day.

frequent.
We must create role models that have the vision and emotional
courage to turn that access to excess paradigm around. Integrity
comes at high price, both actual and spiritual. Some people have
preferred that ‘currency’ in their bank account.
As an independent consultant this writer remains objective,
unbiased despite outside pressures, or what the client would like
to hear.
The Phoenix Cycle

We see the financial meltdown as refinement process, and a
phoenix eventually rising from the ashes of outmoded concepts to
new business and new government models. We are calling it the
Phoenix Cycle.
Crisis as Catalyst

The collective process of society’s evolution is being severely
challenged. When a collective process loses synchronicity, a break
will inevitably occur from the status quo for evolution to occur; we
are currently in this “Crisis as Catalyst” cycle.
Leaders must not only focus on market ‘intelligence’ but
also on the ability to know one self. Being the captain of a ship
needs minute by minute intuition. You cannot navigate on today’s
forecast alone. The more experienced the captain the more agility
and ability s/he brings to the navigation process.

CRISIS as CATALYST
Collective – synchronicity = separation +

evolution

When a collective process begins to lose synchronicity,
separation may be inevitable for evolution to occur.
Evolution equals "next step" along our collective path.

Consumption and Coordinates
Access to Excess

At some point in this credit crunch calamity people were
shown a way to have access to more money than they ever thought
possible, and they responded to it. This applies to Wall Street
as well as to Main Street. It is an indication of our fundamental
personal values. This environment created an access to excess that
has already been seen in financial history.
The crisis has also demystified Wall Street. The prediction to
retain is that we are quite predictable. The ego glorification in our
society of the early 1980’s stylized the leaders of the day as seen in
such movies as “Wall Street” where greed was considered good. We
continue to feel the effects of that mind-set. We continue to live in
a culture/society where we are judged by our coordinates
Coordinates such as our address, where we live implies how
we live.
Coordinates such as position, title; which implies ‘who’ we
are, what powers we have.
Coordinates of trappings such as the brands we wear, the
car we drive, the restaurants our expense account allows us to
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The notions of cooperation and coordinated effort will shape
the way people see themselves and the rest of the world, for we are
all faced with the same global issues. Leaders need to incorporate
a transition to a holistic approach to finding sustainable solutions
to investment and wealth creation.
The answers have been in front of us, they were simply
drowned out by the dissonance and exuberance of potential
profits.
It is said that necessity is the mother of invention and that
inspiration is its father. Things do not just happen, they happen
because someone has permitted them to. Ingrained habits are
difficult to acknowledge. One simply has to stop complaining and
start actually doing something; it involves refusing to play by the
same old set of rules.
We recently wrote about the autotelic person. The definition
on Wikipedia says:
“Autotelic is used to describe people who are internally driven,
and as such may exhibit a sense of purpose and curiosity. This
determination is an exclusive difference from being externally
driven, where things such as comfort, money, power or fame
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are the motivating force. Their motivation is
cooperative not competitive and aggressive.
Their sense of logic is not linear and eitheror, it is sequential, multilevel, integrated and
simultaneous….” 9
The autotelic person learns early in life
that we do not know, and is internally driven
by the quest to know. This can be likened to the
blank page as a motivating force.
The notions of the outlier and the
autotelic are based on the principle that in
every ecosystem (corporation, city, society,
educational system, sports organization, etc)
there are certain individuals whose uncommon,
but demonstrably successful behaviors enable
them to deliver better solutions to problems
than their peers while having access to exactly
the same resources.10
Everyone has markers in their lives that
make them the person (or the society) they are.
The paradox here is that when our defensive
routines succeed in preventing immediate pain,
they also prevent us from learning how to
reduce what caused the pain in the first place.
The eye, in the act of seeing, sees

resilience and innovation. We spoke of
cautious optimism. We outlined our innovative
approaches to sustainable underwriting that
stands the test of time, portfolio restructuring,
performing and non-performing assets,
consumption, sustainable public and private
processes. We arrived at the conclusion that
things must change long ago.
In this complex, competitive world our
advice, our vision, our experience, and
our integrity has stood the test of time

Conclusion

Our world is becoming smaller but not less
complicated. It is a complicated tapestry and
each one of us exists within that tapestry. We
are all connected. Individuals, corporations
and governments have always had an influential
(both good and bad) role in the development
of society, especially over the last two hundred
years.
With all our sophistication and science, we
like to think that we have changed as a society
over the centuries.
Processes, decisions and actions are like

stones dropped in a pond creating ripples
that travel outward, beyond our sphere of
knowledge and contacts. What must change is
our effort to better understand and increasingly
function within the extent of this ripple effect
on our collective responsibility to our world.
It is not easy to become unmasked. It
requires new ways, new orientations in our
thinking, and the death of old concepts.
Alexander the Great learned to run an
empire from the teachings of his mentor
Aristotle. So too can the financial experts of
tomorrow learn to run a corporation with the
inclusion of the study of self, of humans and
human behavior; through the study of not
only the business model, but also the natural
sciences (anthropology), the humanities, as
well as financial history. And thus they will
better understand not only the relationship
between economies and society, but also their
roles in the ever expanding ecosystem we call
QSPTQFSJUZr

everything but itself.
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Our defenses reflect our wounds.
This is it the task of the leader to be
aware of the larger ecosystem within which
s/he is operating. The leader must go
beyond the reactive mindset that often
defines behaviour. The leader must see the
situation as patterns or cycles of behaviour.
If we think about cycles rather than events
we have a better chance to anticipate what
is coming rather than just reacting to it.
If we look at the structure of the pattern
of our behaviour then we begin to see the
effects of our individual and collective
markers of situations that we ourselves
create.
We predicted this. We warned our
clients in our 2006-2007 newsletters.
After 30 years in this business and several
cycles (and having written about them) we
showed where things were going horribly
wrong. We showed that investment is not
always a rational decision but often an
emotional involvement.
We outlined in our previous three
articles how governments have limited
power and how humans make mistakes
because they are human. We advocated
sustainable development, economic
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