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Nasty Financial Events, Worsened by Nasty Politics 
 

Sudden reversals in the financial markets can lead to a serious decline, which seems to be happening. 

This has been a natural turn consequent to measurably excessive speculation. Our “Special” of October 

8th, “Seasonal Moves Become Tipping Points” reviewed that credit markets were deteriorating quickly, 

perhaps “on the path towards serious liquidity concerns”. 
  
As serious as it is, deterioration so far has been due to natural market forces. Otherwise it would not 

have been analyzable. 
  
This week introduced the “unnatural” force of politics as an increasingly radical Democratic Party gained 

control of the House. This will not materially change the global political reform re-introducing the 

concept of limited government, but it will disrupt America’s advance. Beyond that it could exacerbate 

liquidity problems that usually follow financial speculation. 
  
It was on October 4th, a year ago, that we presented the probability of a December-January Peak to the 

stock market. One example was the peak on January 11, 1973 and we noted that that the political crisis 

really advanced on the Watergate issue with convictions obtained a few weeks later on January 30. It 

was the nastiest bear market since the 1930s, made worse by a political storm. In retrospect it was the 

Deep State deposing a president that it did not like. 
  
A political hit was suffered by the bond market in 1992 when Bill Clinton won the election. He ran as a 

“New” Democrat, “New” meaning middle of the road. At the time, in having seen the game played in 

Canada, we noted that Clinton was “Campaigning middle, in order to govern left”. Bond trading desks 

were early on to the scam and marked the long bond down in price. Revelations passed on by trading 

desks were the scandals that the Clintons were bringing to the White House. Of course, scandals had 

been suppressed into the election, but the bond market was impressive in getting the real story out. 
  
In 2008 – 2009, there was another example of political discovery hitting the markets. Forced selling 

drove the action down to technical excesses in October – November when the S&P found the bottom at 

741. The natural rebound made it to 943 at the first of the year. The test of the lows drove the market to 

a severe panic in March as the Street discovered that Obama was really determined to turn America into 

a socialist disaster. In so many words, a natural sell-off was made worse. Indeed, it exhausted the cyclical 

bear and launched a cyclical bull market. 
  
The remarkable change in 2016 from a dedicated anti-business administration to a pro-business 

administration, enhanced the culmination of a great financial bubble.  
  
The natural post-bubble contraction will be made worse by Democrats being the most outraged since 

Republicans emancipated their slaves. 
 

  


