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Time is money, so what can we learn about money from a time machine?

For Americans who came of age in the 1980 s, the future arrives tomorrow: Oct

21st, 2015, the day Back to The Future s Marty McFly drops in from 198s.

The film s celebrated optimism and humor regarding the future has made a
lasting cultural impression, including hoverboards, futuristic consumer
electronics, and the (soon accurate?) predictions of a female U.S. President and

the Chicago Cubs winning baseball s World Series.

It s fun to forensically diagnose technological predictions of the past, so we
decided to tackle a form of technology also important to Marty and the film, the
technology of money. The film had many fun predictions, some of which landed
just a bit off the mark, such as $50.00 for a bottle of Pepsi. But how have prices

actually changed in since the mid-1980 s, and why?

With the benefit of hindsight, what might 1985 Marty have done to protect his
savings over the past 30 years (aside from knowing future sports scores, part of

the plotline of the movie, and the film s other prediction of inequality, moral

hazard and a general dystopia created from one-way bets)?
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Big Mac Indexed Through Time

We start with a simple question; would Marty have been better off landing in the
future with dollars, gold, or a savings account left to compound interest for 30

years (assuming of course his bank remained intact through the 1990 s and
2000 s crises)? The result proves an important point in our core thesis, that gold

is not an investment that grows over time, it is simply a store of value, something
to protect your wages without taking a risk that your currency, bank savings, or
investments are being managed poorly.

The Economist Magazine created a popular index of prices around the world by

referencing one simple metric, the cost of a McDonald s Big Mac. Applying the

same index across time; if 1985 Marty showed up at a McDonalds today (or,
tomorrow I guess!), how many Big Macs could his 1985 dollars, gold, or
compounding savings account buy now? The results are as expected (see figure 1),
the dollars are designed to lose value over time by the policy that guides them,
which they did, a bank savings account performed better while banks paid
interest, but with risk, and the price of a Big Mac in gold is basically unchanged
(even after three decades and a radically different world politically, economically,
and technologically). When it comes to savings, especially for tangible natural
goods such as food and energy, gold has always been money technology defined
by physics and geology, not creed or economic theory.

Figure 1: The price of a Big Mac in grams of gold is basically unchanged from 1985
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Source: Economist Big Mac Index, GoldMoney Research



Prices and the Technology of Money

We often forget that money and currencies are just another form of technology.
And like other forms of technology, currency undergoes changes every decade or
so. The dollars that Marty used in 1985, his standard measurement for value, are
quite different than the dollars we use today, but we might not think about it
because we use the same brand of currency and adapt along with it, while rarely
testing other models. We know that Marty can no longer buy a new black pickup
truck for less than 10,000 dollars, and he won t be buying a central California
home for less than 100,000 dollars like his parents did. Is it because these things
changed so significantly in quality or inputs, became scarce with more
population and competition for them, or did the biggest change come from the
money (technology) that measures them?

We learned from the Big Mac index that gold holds its value particularly well
against other commodities, especially over long periods of time. Or conversely,
food prices seem to only go up against currency, but are much more stable when
saving with gold. Does this hold for other prices, Marty s movie ticket for that
Jaws sequel 30 years later, the gasoline being pumped by robots at Texaco? What
about the big expenses; the suburban house, tuition for Marty Jr., or health care
for George McFly s back?

The prices that Marty would find outrageous, just as we do in our never ending
bewilderment over today s lack of affordability, movie tickets, gasoline, new
automobiles, even housing, all would have barely changed for Marty if measured
in gold (see figure 2). Unfortunately there remain costs such as education and
healthcare where simple gold savings just doesn t keep up, proving that even gold
cannot compete with the value of a good education or a healthy life (though
these sectors could use a bit better technology as well!).
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Figure 2: Marty can buy roughly the same things if he brought gold to the future

paid taxes?

Big Mac In$ 1.60 4.79 33% 89%
In grams of gold 0.15 0.13 120% K 128% K
Gasoline [In$ 1.16 2.51 46% 124% K
In grams of gold 0.11 0.07 167% K 177% K

Truck In$ 9,000, 27,825 32% 86%
In grams of gold 857 736 116% K 123% K

Movie ticket [In $ 2.75 8.22 33% 89%
In grams of gold 0.26 0.22 120% K 128% K

House In$ 89,330, 325,493 27% 73%
In grams of gold 8,502 8,608 99% K 105% K

Health Care |In $ 1,737 9,272 19% 50%

In grams of gold 165 245 67% 72%

*|f prices for the good /service is not more than 10% higher than in 1985

Source: FRED, Bloomberg, OECD, EIA, BLS, St. Louis FED, IES, Toyota, Economist Big Mac Index,
Thepeoplehistory.com, GoldMoney Research

Wages and the Technology of Savings

In 1985 it would have been hard to imagine the level of experimenting and
reconfiguration taking place today in the technology of the US Dollar and other
world currencies. If Marty walked into a 2015 bank to find .08% interest rates on
deposits he would likely conclude that bankers had been outlawed along with the
lawyers, as envisioned (yearned for?) in the movie. Savers in 1985 received 125
times more interest on their deposits when lending to their banks. Marty would
then be even more shocked to find that despite this absurdity, essentially paying
to lend out wages as deposits, we spend more money on banks and financial

services as a share of economy than ever before.

Today bank savings rates are all but non-existent as policy makers attempt to
stimulate growth by cutting interest rates under ever-increasing public and
private debt burdens. Inflation in real things has never gone away, especially the

things that last and matter most, but the one price that hasn t kept up is the price



of wages. Comparing prices another way, we try to project 1985 prices to 2015
levels using the consumer price index (CPI). We find that the CPI index is fairly
meaningless for linking things like housing, food, or tuition, significantly
undershooting them all, but does match the slow growth of wages (see figure 3
& 4). Which of course means that wages have not keep up with the price of
essential things in life, and therefore it is more important than ever to save wages
prudently, even when urged not to by negative real savings rates.

Figure 3 : Prices for essential goods have gone up Figure 4: The only thing that stayed in line
much more since 1985 than the respective CP1 with CP] were wages, meaning that somebody
measures suggest, in USD with a median income is falling behind the

cost of real things

Source: FRED, Bloomberg, OECD, EIA, BLS, St. Louis FED, Source: FRED, Bloomberg, BLS, GoldMoney Research
IES, Toyota, Economist Big Mac Index, Thepeoplehistory.com,
GoldMoney Research

Powering a Savings Time Machine!
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