
A couple of months ago, President Obama made a comment about social media at a fundraiser. He 
maintained the world has always been a ‘messy’ place, and suggested US citizens have only just 
recently been able see just how messy it truly is, thanks largely to social media. You know, I don’t 
always agree with the guy, but he is right on this. However, I would take it one step further, and pur-
port it is our instantaneous access to global information which has opened eyes, and social media is 
just part of it. 

Our way of life in the United States, and the laws which we have heretofore had, have spoiled us. 
The vast majority of us simply can’t fathom the brutality which is a normal life in much of the rest 
of the world. Certainly, we have many social ills here in our country, and the playing field isn’t al-
ways even. Yes, we suffer from the lack of effective leadership from time to time, and the long-term 
fiscal health of our society is indeed worrisome.  

However, the Oxford Online Dictionary actually has a definition for much of what ails us: ‘first 
world problem.’ This is: “A relatively trivial or minor problem or frustration (implying a contrast 
with serious problems such as those that may be experienced in the developing world).” 

Now, I am not trying to be cavalier about children going to bed hungry, inner city decay and vio-
lence, and what seems to be the almost permanent economic disenfranchisement of a sizable seg-
ment of our population, et al. In a country of our great potential and wealth, these things shouldn’t 
happen, but they do, and we should certainly do more to combat them.   

However, strangely enough, a recent event in Detroit has shown to me just how good we have it, 
even if at first blush it wouldn’t seem that.  

Unless you live in a cave or have been trekking the Himalayas for the last two decades, you know 
Detroit has a whole litany of problems. I mean the place is a mess, in aggregate. As part of its bank-
ruptcy and reorganization process, the city controlled water utility is finally getting around to col-
lecting its accounts in arrears, or turning off the water to those who can’t or won’t pay. As you can 
imagine, a lot of folks ponied up the cash when faced with the ultimatum, but plenty still have seen 
their spigots go dry.  

Not surprisingly, the wringing of hands and gnashing of teeth over the discontinued water utility for 
some of the poorest of the poor has been significant. In truth, it does tug on the old heartstrings. 
Still, consider this: from what I can gather on the Internet, some 40% of the world’s population 
doesn’t have ACCESS to improved sanitation, which is a polite way of saying some form of indoor 
plumbing.  

For instance, 20 migrant workers sharing one commode and a sink in Dubai would classify as hav-
ing access to improved sanitation, regardless of whether the living conditions are actually sanitary, 
at least by our standards. So, no access to improved sanitation is just as the name implies, which to 
American ears doesn’t compute, even though the rural South didn’t have much access to such things 
until the 1930s and later. In fact, there are probably a number of people reading Common Cents who 
remember this all too vividly.  

Now, given all the various news outlets and services in existence today, there is no shortage of re-
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porters who have interviewed an unfortunate in Detroit whose water has been cut off. As you can imagine, from what I 
can tell, no one has interviewed someone who said: “well, I  forgot to pay my bill one month, and they didn’t do any-
thing, so I just quit paying it...haven’t been paying it for years. I figured I would cut them a check when they finally got 
around to me, and that was that. Then, they sent me a letter saying I owe them $4,000 in back fees, and I don’t have 
that kind of crazy money. Why are they picking on me?”  

There are tales of woe, to be sure, and I am even more sure some of them are legitimate. However, there is one basic 
truth: everyone who has their water turned off in Detroit hasn’t paid their water bill for an extended period of 
time...months and even years. They have been getting it for free. This means the people who have been diligent about 
paying their water bill have been essentially subsidizing those who have not.  

So, Detroit is currently facing a dilemma: it is fair or unethical to turn off a basic service when the user hasn’t been 
paying for it? What if the service is one which much of the remainder of the world would consider, really, a luxury: 
potable water delivered to your house. That is what we are discussing here, because Detroit isn’t turning off water 
(sewage) coming OUT of the house, just that which it is delivering. So, the city is willing to accept your, um, effluent, 
but not give you water?  

Remember, Detroit isn’t preventing people from collecting rainwater, showering at the YMCA, or even siphoning the 
stuff out of the Detroit River or Lake St. Clair. Shoot, you can take gallon jugs to public water fountains, and fill those 
bad boys up all you want. It is simply telling folks it isn’t going to deliver potable water for free, as there are signifi-
cant costs associated with doing so.  

Heck, in such a rundown city, I wouldn’t even know how the authorities could track those who simply obtained the 
necessary hardware to turn the valves back on at the street level. After all, if they thought they had shut off the water 
flow, why would they be diligent in tracking the meter at that particular residence? What would they do then? Shut it 
off again? Okay, and the carousel begins. Or they could prosecute those that turned their water back on, which would 
cost the city even more money than they lost in unpaid water bills. Besides, throwing people who don’t pay their water 
bill into the clink gives them, almost ironically, access to free water at the taxpayers expense. Basically, Detroit would 
be giving them water AND food, which would, obviously, be more expensive than just water alone. 

As an aside, I think I might have just come up with a good business idea for some enterprising young person in Michi-
gan. For $5-10 a pop, go around and turn people’s water back on...and bust the meter for good measure. Let’s see: bolt 
cutters and a heavy duty wrench or two...maybe $80 worth of stuff. That’ll show ’em!   

First world problems = getting people to pay for what they consume without having people complain about it, or, heck, 
even suing you over it. Whew….this a mess, and the best part is I first found out about on social media.  

Another thing I found out about on social media is something called the Swiss Gold Initiative (SGI). Not familiar with 
it? Well, I am not surprised, as it isn’t making a lot of headlines over here, unless you are in the habit of reading the 
‘back pages’ of business sections and ‘gold bug’ publications.  

I will spare you my description of what the SGI is, and simply cut & paste some of the pertinent bits from the Wall 
Street Journal’s blog from yesterday:  

 

On November 30, the Swiss population will be called to the polls to vote on the “Save our Swiss Gold 
initiative,” a proposal which, if passed, would require the Swiss National Bank to hold a fifth of its nearly 
$550 billion assets in the shiny metal. 

Q: Why is this happening? 

A: The idea stems from a proposal of certain members of the Swiss People’s Party, also known as the 
SVP, which collected 100,000 signatures needed to hold a referendum after the Parliament voted against 
it. The initiative, they said, would give more credibility to the Swiss franc and to the central bank’s mone-
tary policy. The SNB held around 30% of its reserves in gold in the past, but has disposed or leased most 
of its gold since. 
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Q: If the vote is ‘yes’, what happens next? 

A: A yes vote would require the central bank to increase its gold holdings to 20% by buying 1500 tons of 
gold over a period of five years, the timeframe give to comply with the new rule. What’s more, the bank 
would be banned from selling any gold in the future, making the purchases permanent. The central bank 
currently has about $547 billion assets, of which 7.7% is held in gold. Still, even in case of a yes vote, the 
proposal would have to go back to parliament for ratification. 

Q: What is the SNB saying about it? 

A: Not surprisingly the central bank has been vocal in rejecting the proposal. A SNB official reiterated on 
Oct. 29  in an interview with a regional paper that the proposal would restrict the central banks’ ability to 
run its monetary policy and would have effects on the cantons’ budget. 

Q: What are the implications for gold prices and the Swiss franc? 

A: To comply with the requirement the SNB would have to buy around 10% of global annual production of 
gold until 2019. This would have a direct impact on the price of the commodity but also on the euro floor 
the central bank set at CHF1.20 in 2011. 

The SNB would not be prohibited from defending the level, but it would need to keep its gold ratio  at 20% 
of holdings, so for every euro it will buy in the market to defend the floor, it would need to add more gold 
to its reserves – permanently. The SNB’ ability to defend its floor would be seriously hampered said Jan 
Egbert-Sturm, head of the KOF Swiss Economic Institute. “The accumulation of unsellable gold would im-
pose an enormous restriction on the conduct of the SNB’s monetary policy.” 

 

Let’s think about this. The Swiss are going to the polls to vote on an initiative which would hamper its de facto central 
bank from debasing the already intrinsically worthless ‘paper’ Franc. Also on the referendum is the condition all Swiss 
gold MUST be held in Switzerland, as opposed to the 20% currently held at the Bank of England and the other 10% 
stored at the Bank of Canada. However, the stickler, or stumbling block, in this is the SGI mandates, or would like, the 
SNB would be estopped from ever selling gold once it has it in reserve.  

There is much to like about this, or should be. First, why would a country want to store its wealth in inherently worthless 
paper currencies which foreign central banks habitually try to make even more worthless with domestic monetary poli-
cies? Second, why would the Swiss want to store, if it passes, $100+ billion of the nation’s wealth in the UK, and anoth-
er $50+ billion in Canada? In case something bad happens? Like what? Hey, if you hold it, you control it.  

Now, there are those who would argue gold is a lousy store of value, and I would counter with: name me a currency 
which is better. After all, in 1970, the price of a troy ounce of gold was around $37. This morning, it is close to $1,200. 
An ounce of gold IS what an ounce of gold is, but it now requires a lot more $1 bills to get one. So, how is it again gold 
isn’t a good store of value? Or at least better than the US dollar?  Even when gold is in the tank, the long-term track rec-
ord suggests it is a better bet than a script of paper.  
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In truth, though, the SGI will have a hard time getting passed for that one stumbling block: the SNB is restricted from 
EVER selling its gold. That really could hamper monetary policy at some point in the future, and I understand why the 
SNB would want to fight this tooth & nail.  

Had the drafters of the SGI been politically smart, they would have fashioned it as: “the SNB shall keep a minimum of 
20% of its reserve assets in gold or other precious metals for which there is a global, liquid secondary market. If chang-
es in monetary policy due to global economic conditions cause the level of precious metals held in reserve to fall below 
20% of the SNB’s total reserve assets, the SNB shall have (some reasonable period of time) from the initial ’violation’ 
to rectify.”  

Done, without any real, credible argument from the SNB. Why? Well, because there are any number of major central 
banks which keep a much higher percentage of their reserve assets in gold than 20%. For instance, the US, Germany, 
Italy, and France all keep around two-thirds of their reserves in it. So, having a 20% floor ain’t going to cripple the 
Swiss monetary authorities as much as they claim, but you have to get them walking first...if you catch my drift.  

Even so, this is an interesting situation, one that bears watching. Should the polls start to shift in favor of a YES vote, 
we might revisit out current 1% gold holding, which we had slashed last year from a higher level. Laughingly, if the 
Chinese or Japanese opt for a similar gold strategy as the SGI, we will move ALL of our clients’ assets to the GLD 
exchange traded fund, and organize field trips to coin shops around Alabama and beyond. I would then surreptitiously 
melt all of my wife’s jewelry, and move to Nevada with only a pick ax and a tin pan. Well, that and some water I get 
from a fountain in Detroit.   

Why? Well, because those two countries, with that type of parameter or mandate, would ultimately have an appetite for 
a huge chunk of all the gold ever mind….ever. How does about $1 trillion out of about $6.7 trillion sound to you? You 
don’t think that would do something to the price?  

 

In any event, these are just a couple of things I read, or found out about, on social media. So, I guess it does have some 
uses, and might even be able to help out our clients. Still, the President was right when he suggested social media was 
a huge reason why the American public now knows just how messy the rest of the world really is. In fact, in aggregate, 
the world is kind of a mess, making our problems in the US something along the lines of ‘first world problems’ in a lot 
of ways.  

That doesn’t mean we don’t address them; we do. However, it DOES mean we should take a deep breath whenever we 
start thinking things ‘couldn’t get much worse here.’ Oh yes they can, and, you know, I found this out on social media.  
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