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A Socionomic View of Epidemic Disease
A LOOmInG SEASOn OF SUScEPTIBILITy

PArT I: EPIDEmIcS, mArkETS AnD A mODEL crISIS
by Alan Hall

It’s widely believed that epidemics make people fearful, but as you will see in this report, socionomic causality 
better explains the data, which show that fearful people are more susceptible to epidemics. 

Socionomics posits that the trends in social mood—widely-shared feelings including those of optimism and 
pessimism—unfold in a hierarchical pattern of similarly-shaped waves that are visible in charts of stock prices, our 
most sensitive meter of social mood. Major epidemics occur near lows in social mood—often near significant, fearful 
bottoms in stock prices—and can persist well into the subsequent uptrend.

Our socionomic and Elliott wave analysis suggest that social mood has completed an upward wave of monumental 
size and shifted to the negative at Grand Supercycle degree—which is one degree larger than the change in mood 
that created the Great Depression. This shift is driving rapid changes for the worse in financial markets, economies, 
personal fortunes and the quality of life. The scale of this mood shift means that the bulk of the largest bear market 
since 1720 still lies ahead, increasing our risk of an encounter with one of the grim reapers of major social mood 
decline, epidemic disease. 
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A monthly publication designed to help readers understand and prepare for major changes in social mood.
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The May 2003 Elliott Wave Theorist offered 
perspective on the potential degree of this downturn:

According to the World Health Organization, the 
‘Spanish flu’ pandemic of 1918 killed between 40 and 
50 million people worldwide ‘and caused the largest 
number of deaths in the 20-39 age group, devastating 
economies at the end of World War I.’ That was only 
a Cycle degree bear market. This one is two degrees 
larger. People should be preparing now for greater 
stresses to come.

Social mood and Epidemics
The first step toward preparing for the increased risk 

of disease is to understand the engine that drives it. We 
begin with an observation in the March 1994 EWT, which 
notes that epidemic disease correlates with large-degree 
episodes of negative social mood:

For whatever reason, disease sometimes plays a promi-
nent role in major corrective periods, with some Cycle 
and Supercycle degree corrections containing epidemics 
and larger ones pandemics. 

Figure 1 is a chart of inflation-adjusted U.S. stock 
prices dating from 1888, the year Louis Pasteur opened 
his laboratory and the approximate advent of germ 
theory, which radically improved medicine. Prior to this 
period, epidemic disease was far more prevalent across 
the timeline but still occurred a significant majority of the 
time during bear markets. In Figure 1, we have shaded the 
bear markets and marked with arrows the three periods 
of major U.S. epidemics, which in each case breached 
human defenses near the ends of social mood declines 
that lasted twenty years on average. We are about ten 
years into the current bear market. Social stress is rising 
as we approach another of these dangerous junctures, far 
bigger than the previous three. It should bring one or more 
epidemics and, could culminate in a pandemic.

The (Sentimental) Picture of Health
The May 2003 EWT described how historic optimism 

about health generated a social attitude of entitlement:
A multi-century social trend change will be related to 
human health. Personal health itself is now considered 
a natural condition that only incompetent doctors could 
disrupt, as reflected in the historically unprecedented 
number and size of malpractice awards bestowed upon 
customers of doctors by U.S. courts. Whether the 
causes of a long term change in attitude ultimately are 
political or microbial, the current attitude is not likely 
to be maintained indefinitely. The specters of AIDS and 
roving nuclear weapons are two concerns that might 
be taken as foreshadowing, along with evidence of an 
extreme in the worldwide financial mania of the past 

few years, a major change in today’s historically high 
level of human health and social stability.1

Our analysis suggests that human health and quality of 
life have passed a historic pinnacle, the point from which 
major declines begin. Confidence and complacency are 
hallmarks of extremes in positive social mood. Recall that 
in the late 1960s—near a major peak in inflation-adjusted 
stock prices that held for 27 years—Surgeon General 
William Stewart famously declared that it was time “to 
close the book” on infectious disease. Yet new outbreaks 
have come steadily, including: Legionnaire’s disease, 
hantavirus, West Nile virus, drug-resistant tuberculosis, 
AIDS, salmonella, bird flu and the threat of old diseases 
returning through drug-resistant bacteria and viruses. 

The breadth of the recent peak in social confidence is 
evident in decades of widespread complacent overuse of 
antibiotics and the consequent emergence of antimicrobial 
drug-resistant organisms. MRSA—methicillin-resistant 
Staphylococcus aureus—has spread beyond hospitals to 
inhabit ocean water and beach sand. It is now described 
as a major public health problem. 

On March 2, the CDC reported that “Tamiflu-resistant 
influenza A viruses are now spreading widely across the 
USA, imperiling a pillar of the global pandemic-response 
stockpile.” Humans work hard to develop drugs, but it 
seems that viruses can effortlessly become resistant. “The 
evidence also suggests that Tamiflu resistance resulted from 
a natural genetic mutation, not because the ever-changing 
virus adapted to survive treatment.” (USA Today)

As recently as 2000, public health officials said 
measles had been eradicated from the United States, 
but in 2008, cases resurged to their highest level since 
1996. The CDC’s most recent U.S. data (through July 31, 
2008) shows a 68% increase over the number of measles 
cases reported in all of 2007. The recent “unprecedented” 
measles outbreak in the U.S., along with similar outbreaks 
in Switzerland, U.K, Australia, and Vietnam, were fueled 
by complacency, reduced funding, and importation via 
travel and immigration—all symptoms of the peak in 
positive social mood that augured a major trend change. 

The popularity of the anti-vaccination movement in the 
U.S. and Europe is another indication of social confidence 
about the state of human health. Complacency about disease 
may be the ultimate expression of overconfidence. 

According to medical historian David Morens, “The 
three deadliest events in human history were all infectious 
diseases. The 1918-1919 flu killed 50 million to 100 
million people. The Black Death killed 25 million people, 
and AIDS has killed 25 million or more.” 

The May 2003 EWT observed:
The fact is that epidemics and pandemics seem to hit 

1 For the ease of the reader, ellipses and one-letter brackets have been 
omitted from quotations in this report.
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populations during major negative social mood trends. 
Perhaps it happens that way because people’s psycho-
logical constitutions are weaker during bear markets. 
Perhaps it is because people’s personal behavior, 
whether involving hygiene (as in the time of the plague 
or in recent years with respect to hypodermic needles 
used to inject drugs) or sexual promiscuity, is more 
conducive to spreading disease during social mood 
retrenchments. Perhaps it is because social mood re-
trenchment brings economic contraction, which makes 
people less able to afford the creature comforts that 
ward off disease and more apt to crowd into smaller, 
more affordable spaces. 

In other words, the mechanisms may be complex, 
but the ultimate driver is social-mood change, which in 
turn leads to changes in social behavior and perhaps in 
individuals’ constitution. 

A Brief History of Hard Times
Let’s review a few of history’s most prominent 

epidemics and several instructive ones, beginning with the 
Bubonic Plague. This bacterial illness originated in China 
and in 1348 reached Europe, where it found a vulnerable 
social milieu, a bear market. Philip Ziegler, in his book 
The Black Death, describes the scene (italics added):

Before the Black Death, most of Europe was in reces-
sion or, at the very least, had ceased to advance. The 
cloth trade of Flanders and Brabant stagnated. Colo-
nisation stopped. The great fairs of the Champagne, 
indices of the economic health of a large and flourishing 
region, significantly declined. The prices of agricultural 
produce were falling: agriculture was no longer the 
easy road to prosperity which it had been for the past 
two hundred years. Put in the simplest terms, Europe 
had outgrown its strength and was now suffering the 
physical and mental malaise which inevitably follows 
so intemperate a progress. 

Does this sound familiar? These are precisely the 
conditions that socionomists recognize as being causal.

Ziegler writes of how the European plague was 
preceded by rumors of environmental calamity in Asia:

Drought, famine, floods, earthquakes, locusts, rains of 
frogs, serpents, lizards, scorpions and many venomous 
beasts of that sort, lightning, sheets of fire, huge hail-
stones, fire from heaven and stinking smoke. The foul 
blast of wind. This concept of a corrupted atmosphere, 
visible in the form of mist or smoke, drifting across 
the world and overwhelming all whom it encountered, 
was one of the main assumptions on which the physi-
cians of the Middle Ages based their efforts to check 
the plague. 

This notion of noxious air, called “miasma,” 
developed into a crude disease theory that persisted 

into the mid-nineteenth century. Miasma echoes today 
in a controversial United Nations report claiming that 
“atmospheric brown clouds” generated by Asia are 
harming the world’s climate, agriculture and health. 
In another parallel, Ziegler notes that during the Black 
Death, “Europeans were possessed by a conviction of 
their guilt,” sure that they had brought the plague upon 
themselves. These observations echo today in rumors of 
environmental collapse and the broad social fear and guilt 
about atmospheric carbon and global warming. 

The plague itself was evidence of the weakened 
condition of society. It was followed by social hysterias 
such as the “dancing manias,” described as frenzied 
deliriums in which many people reportedly laughed, 
wept and danced furiously to the point of exhaustion 
or death. Justus Hecker’s Epidemics of the Middle Ages 
(1844) ascribed these “epidemics” to “morbid sympathy” 
during the widespread pessimism and despair that 
followed the Black Death. Hans Zinsser’s Rats, Lice and 
History (1934) observed the possibility that these strange 
behaviors amid rampant disease could have been partly 
due to infectious agents:

In great part, no doubt, the outbreaks were hysterical 
reactions of a terror-stricken and wretched population, 
which had broken down under the stress of almost 
incredible hardship and danger. But is seems likely 
that associated with these were nervous diseases of 
infectious origin which followed the great epidemics 
of plague, small pox, and so forth, in the same manner 
in which neurotropic virus diseases have followed the 
widespread and severe epidemics which accompanied 
[World War I].

cholera in London
Cholera epidemics are case studies in social collapse. 

An easily preventable and treatable disease, cholera 
becomes epidemic when health and sanitation systems 
fail. Most recently, Zimbabwe suffered an epidemic that 
began in August 2008 and has killed about 3,200 and 
infected more than 69,000. Following the bear-market 
Panic of 1825, London experienced cholera epidemics in 
1832 and 1848. Figure 2 plots the U.K. FTSE All-Shares 
Index and locates the epidemics. The quotes are from R.J. 
Morris’ 1976 book, Cholera 1832—The Social Response 
to an Epidemic. Morris observed that in 1848 people felt 
less helpless because they could see the obvious lessons 
from the 1832 epidemic:

Cholera had demonstrated the relationship between 
disease and the dirty, ill-drained parts of towns and 
had shown the need for drainage, sewerage and filtered 
water supplies. It ought to have been a spur to sanitary 
reform. Yet little action of this sort followed the [1832] 
epidemic. In the winter of 1832-3, both government 
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and people seemed to want to forget cholera as quickly 
as they could.

In 1849, after the second epidemic, this mindset 
changed as social mood reached its nadir, and interest in 
cholera sustained until well into 1850 with publications in 
the Surgical Journal, Medical Times and the Lancet. As 
Supercycle wave (c) bottomed in a low that has not been 
broken since, the religious association between sin and 
cholera gave way to a more rational mindset. Parliament 
passed public health acts that led to sanitary reform. 

The 1918 Flu
Figure 3 shows the inflation-adjusted Dow, with 

boxes that display the time spans of World War I, the 
1918 Spanish Flu pandemic and encephalitis lethargica, 
a deadly neurological disease. Although World War I 
introduced machine guns and poison gas and caused 
about 16 million total deaths, those casualties were 
dwarfed by the influenza/pneumonia outbreak that 
followed, right at the bottom of a collapse in stock prices 
that signaled a swift change in social mood toward the 
negative. The 1918 Flu was 25 times more deadly than 
ordinary influenza, killed as many as a hundred million 
people worldwide, and reduced by twelve years the 
average American’s lifespan in 1918. Historian Alfred 
Crosby said the virus “killed more humans than any other 
disease in a period of similar duration in the history of 

the world.” It came without warning, killed quickly, and 
even after excavation of frozen flu victims and decades 
of research, it is still not completely understood.

Despite the devastating blow to the population, 
Gina Kolata, author of Flu, The Story of the Great 
Influenza Pandemic of 1918, wrote that she took college 
microbiology, virology and history courses in the 1970s 
that never mentioned the pandemic. Much like the 
aftermath of London’s 1832 cholera outbreak, survivors 
were in denial and sought to forget the horrific disease. 
Kolata wrote that the 1918 Flu was largely “obliterated 
from the consciousness of historians.” 

Other health threats incubated while society 
endured the bear-market stress that preceded World 
War I. Encephalitis lethargica—a sleeping sickness that 
attacks the brain and leaves some victims speechless 
and motionless—emerged in 1916, during the war. The 
disease killed about five million people in Europe and 
North America (which may look small on the chart, but is 
roughly the combined population of Chicago and Houston 
today), then abruptly vanished in 1926, five years into a 
bull market. Also in 1916, the U.S. suffered its first large 
outbreak of polio, (another neurological disease) with 
over 9,000 cases reported in New York City alone. Future 
President Franklin D. Roosevelt fell victim to polio in 
1921; a significant outbreak occurred in Los Angeles in 
1934 and large polio epidemics closely followed World 
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War II, averaging more 
than 20,000 cases per 
year from 1945 to 1949. 
The epidemic peaked 
at 58,000 U.S. cases in 
1952, just three years 
after the 20-year bear 
market ended (see the 
second shaded box in 
Figure 1). The rate fell 
to 5,600 in 1957 and 121 
in 1964. 

The AIDS Epidemic
Figure 4 shows the 

U.S. AIDS epidemic 
beginning right at the 
extreme of a period of 
increasingly negative 
s o c i a l  m o o d  a n d 
therefore social stress, 
i.e., at the end of a bear 
market in stocks. In 1999, Chapter 18 of The Wave 
Principle of Human Social Behavior (HSB) commented 
on the AIDS epidemic, which, like polio, reached a peak 
during a rise in stock prices:

AIDS might appear to be an exception [to the obser-
vation that epidemics occur near lows], as this slow-
moving epidemic has remained in force during the bull 
market years of the 1980s and 1990s. However, during 
this advance, the epidemic has waned significantly, as 
AIDS today is no longer in the top ten causes of death 
in the United States, the rate halving in 1997 alone. 

We might also note that the epidemic peaked near the 
end of Primary wave 4, which lasted from 1987 to 1991 
and whose recessionary effects lasted through 1993, as 
noted in Chapter 1 of Beautiful Pictures:

In the early 1990s, extensive layoffs and the biggest 
collapse in S&P earnings since the early 1940s dogged 
the economy right through 1993, even though the 
Bureau of Economic Research declared the recession 
‘officially’ over in 1991.

A Socionomic View of Disease in Asia 
Figure 5 is a chart from the April 2008 Global 

Market Perspective, showing outbreaks of influenza and 
SARS in relation to the Hang Seng Index. Editor Mark 
Galasiewski wrote:

The earliest available Hong Kong stock market data 
begin in 1964, when the Hang Seng Index started at 
100. Soon thereafter the index dropped by 50%, finally 
bottoming in 1967. By the next summer, the Kong Flu’ 

broke out and infected nearly 15% of the population, a 
good example of how negative social mood manifesta-
tions sometimes lag the absolute lows of corrections. 
The  disease had a low death rate but ultimately killed a 
million people worldwide. Throughout the ordeal and 
despite the fear, prices rose. In November 1997, during 
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the initial decline in Primary wave 4, the nation was 
shocked by an outbreak of avian influenza that would 
claim the lives of six people. In November 2002, just 
months from the end of the 2000-2003 correction, 
another avian viral mutation, Severe Acute Respira-
tory Syndrome (SARS), broke out, and Hong Kong 
suffered 299 of the almost 800 deaths that ultimately 
resulted from it.

A Government managed Epidemic?  
I’m Already Feeling Ill!

Saddled today with a global economic collapse, 
empire-building and war operations, historic debt levels 
and history’s largest financial bailout, how effectively do 
you think the United States and its government would 
respond to a fast-breaking epidemic? 

In light of how FEMA handled the Katrina disaster, 
one would be hard pressed to be optimistic. Kolata—the 
author of Flu cited previously—provides an instructive 
account of society’s response to the threat of a flu 
epidemic in 1976. In February of that year, a young, 
healthy soldier at Fort Dix in New Jersey fell ill with flu 
symptoms and died within two days. Symptoms began 
spreading rapidly among the troops, much as happened 
in the 1918 flu. It took the CDC a week to determine 
that it was a swine-flu virus closely related to the one 
that caused the 1918 influenza pandemic. Officials 
faced the logistical nightmares of deciding whether to 
vaccinate the entire population. The data were too sparse 
to tell whether the months of effort required to develop, 
produce and distribute the vaccine was warranted. 

Faced with two unsavory potentials—accusations of 
wasting money on an unnecessary vaccine or a deadly 
pandemic—the CDC sent a memo to President Gerald 
Ford. Kolata observes that, in turn, Ford asked Congress 
to appropriate $135 million to “‘produce sufficient 
vaccine to inoculate every man, woman and child in 
the United States,’ for a disease that no one could even 
prove to exist.” 

With social mood still sinking in the bear market, 
critics erupted immediately, and the press thrived in the 
social petri dish of viral controversy. Experts argued that 
the immunization program was scientific idiocy. Critics 
multiplied. Pig farmers objected to the name “swine flu” 
and wanted to rename it “New Jersey flu.” Secretary of 
Agriculture Earl Butz reassured Americans that there 
would be plenty of fertile hen eggs to grow the vaccine 
because “the roosters of America are ready to do their 
duty.” New Jersey’s chief epidemiologist voiced his 
fears of potential side effects, saying: “We can soberly 
estimate that approximately fifteen percent of the entire 
population will suffer disability reaction.” The Parke-

Davis drug company made millions of doses of the wrong 
vaccine. Other countries mostly watched the show; only 
a few made vaccines for their own citizens. Field tests 
of the completed vaccine showed that it failed to protect 
children, a segment of the population critical to stopping 
an epidemic. And then, a huge, unanticipated problem 
erupted: producers could not get liability insurance 
for the vaccine and would not bottle it until they were 
absolved of responsibility. Insurance companies said the 
government should bear the legal risk.

The government came to the rescue and insured 
the vaccine; inoculations began, and the press started a 
“body count” that made martyrs of elderly people who 
died after being inoculated, even though they died at their 
normal mortality rate. Among many such stories, the New 
York Post described the scene at a “Pennsylvania Death 
Clinic” where an elderly woman “winced at the sting of 
the hypodermic [took] a few feeble steps and dropped 
dead.” The result: almost a year after the soldier died at 
Fort Dix, only about one-third of American adults had 
been vaccinated. Then a new problem appeared: a doctor 
blamed the vaccine for a neurological disease called 
Guillain-Barré syndrome. The lure of compensation 
brought numerous diagnoses of Guillain-Barré and a 
wave of litigation that lasted for years. Luckily, there 
was no influenza epidemic.

Bear in mind that this chaotic drama unfolded 
within a long, sideways bear market of only Cycle 
degree and just after the Dow rose 75% in two years. 
Today—more than eight years into a Grand Supercycle 
bear market—social mood is growing more negative 
and undermining confidence in government. Should 
a major epidemic break out now, people will be even 
more contentious and skeptical of government-run 
immunization. Lawyers will be all the more ready to 
sue for any perceived misstep. Government, the experts, 
the media, pharmaceutical manufacturers and insurance 
companies will all be mired in the fuzzy thinking that 
is typical of a bear market. They will likewise dance 
the discordant waltz that played out in 1976—but on a 
larger scale and with greater stakes. Government efforts 
to stop an epidemic will probably resemble the financial 
bailout: a reactionary, design-as-you-go tragedy of 
errors. Unfortunately, medicine is so hamstrung by 
laws and regulations that manufacturers, doctors and 
patients are essentially barred from coming to their own 
conclusions about the proper course to take.

Part II will appear in the next issue. It will include 
a list of recommendations for protecting yourself 
against epidemics.
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A Socionomic View of Epidemic Disease

PArT II: STrESS, PHySIOLOGy, THrEATS AnD STrATEGIES
by Alan Hall

Recall that Part I of this study showed that major epidemics tend to erupt near significant lows within major bear 
markets, especially near or just after the ultimate bottoms. Figure 1 shows a 1000-year price index based on a simple 
market basket of human needs that, while only a very rough indication of price trends, suggests a five-wave Elliott 
pattern in the making. 

The socionomic hypothesis suggests that epidemics and pandemics should occur near the ends of bear markets, 
in this case the three sideways price moves marked by the horizontal lines. Indeed, the Crusades began in 1095 and 
were “turned back by epidemics much more effectively than they were by the armed power of the Saracens,” writes 
Hans Zinsser in Rats, Lice and History. The late 1700s brought the American Revolution and a cluster of contagions: 
one of the worst worldwide influenza epidemics in 1775-1776; measles in 1788; more influenza in 1793; and yellow 
fever from 1793-1803. 

That leaves the late 1400s, where there is mounting evidence that a massive, history-altering pandemic erupted at 
the end of nearly three centuries of price stagnation and the demographic, political and religious turmoil attending the 
Crisis of the Late Middle Ages in Europe. 

Charles C. Mann’s recently published book, 1491: New Revelations of the Americas Before Columbus, documents 
this outbreak via both written accounts of early American-European contact and every turn of the archaeologist’s spade 
since. Beginning in the late 1400s, disease emptied the Americas of perhaps 95 percent of an estimated 100 million 
native people. After recounting the accomplishments of advanced South American civilizations, Mann suggests that 
this decimation deprived Europe of a major cultural influence. 

Social mood is never the only factor in a pandemic; it is a likely one. As Jared Diamond theorizes in his book Guns, 
Germs and Steel, the genetic setup for the Americas’ mid-millenial wipeout may have been millennia in the making. 
But as socionomists, we observe that it happened when it should have.

 1Figure 

Estimate

&

50

200

1000

1000 1100 1200 1300 1400 1500 1600 1700 1800 1900

4000

A Thousand Years of the “Price Level”

One

MW low

^

Two

American pandemic
begins

Index compiled by E.H. Phelps Brown, Sheila V. Hopkins and David Warsh, Wave labels Frost and Prechter  
(As shown in Chapter 5 of Elliott Wave Principle)



8

The Socionomist — June 2009

The rising Baseline of Aggregate Stress, 
an Epidemic’s Ally

 We are currently approaching another dangerous 
juncture in humanity’s fractal growth pattern. The roots 
run back to the year 2000, when the world’s stock markets 
peaked, marking the beginning of a large-degree negative 
trend in social mood and a substantial upturn in highly 
stressful events. The mood shift ushered in the 9/11 
attacks, the War on Terror and a new U.S. military doctrine, 
the pre-emptive strike. Darker ideas have come to the fore: 
Torture has re-emerged as a theme in both military tactics 
and in entertainment.

Financial and social stress is reaching levels that most 
people alive today have never experienced. In February, 
the annual total return of the infl ation-adjusted S&P 500 
fi nished its worst ten-year stretch in history. Mortgage 
delinquencies were up 50 percent from a year 
earlier; bank card delinquency reached a fi ve-
year high; and banks closed over 8 million 
credit card accounts, the lender of last resort 
for many debtors. U.S. unemployment is at 
a 26-year high. 

The “economic homeless” are “packing 
into motels, parking lots and tent cities, 
alternately distressed and hopeful,” according 
to USA Today on May 5. An AP story, also on 
May 5, offers a growing list of unlikely fi rst-
time bank-robbery suspects: debt-stressed 
ministers and family men and women. Eleven 
shooting sprees killed 64 people in the U.S. 
between March 10 and May 5, and of the 
fi ve incidents in which authorities postulate 
the shooter’s motivation, four are attributed 
to job losses. 

Today’s bear market is already damaging 
the youngest generation. The May 21 Miami 
Herald reports that the severity of child 
abuse, the number of child deaths and the 
number of cases of shaken baby syndrome 
have all increased while the markets have 
fallen. A May 20 CBS News story reports that 
children’s hospitals in Phoenix, Pittsburgh, 
Boston, and Seattle have seen 20 to 40 percent 
increases in child abuse cases in the past year, 
and that in Beaufort, South Carolina, where 
unemployment in a fi ve-county area is up 700 
percent, child abuse cases have increased 64 
percent over the past year. 

The correlation between stress and 
disease is evident graphically in Figures 2 
and 3. Figure 2 is a map of foreclosure rates 
by county as of March 2009. Figure 3 shows 

reported cases of H1N1 swine fl u by county as of May 20. 
We believe the extraordinary correlation is no accident.

Stress—born of the same fear that drives stock prices 
lower, tanks economies and escalates foreclosures—also 
increases the risk of disease. And foreclosure—being 
forced out of your home—is one of the most disruptive and 
stressful fi nancial calamities that a family can suffer.  

It is not surprising, therefore, that the list of epidemics 
in the news quietly continues to grow. Chronic kidney 
disease, Alzheimers, obesity, sexually-transmitted 
diseases, heart disease, meningitis, diabetes, cholera, Lyme 
disease and measles are all described by doctors as current 
epidemics, and whooping cough as a potential epidemic. 
AIDS continues to smolder, now extending its reach to 
older people. In 2008, dengue fever erupted into “one of 
the worst viral epidemics on record” in South America, 

2  (courtesy of Figure Associated Press)

3  Figure (courtesy of Rhizalabs)
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Latin America and the Caribbean (Miami Herald, 5/17). 
Chikungunya, a mosquito-borne virus endemic to tropical 
Africa and Asia, has arrived in Albania and Italy. Satellite 
data research indicates a “significant risk” that dengue 
fever, malaria and Rift Valley fever will also enter Europe 
(Economist, 5/21). According to a Reuters report on May 
19, U.S. scientists warn that a new, deadly pneumonia 
caused by drug-resistant “superbugs” is “spreading outside 
hospitals and represents a growing threat to the public.”

Like SARS in 2002, the 2009 swine flu erupted when 
the socionomic model said it would: after a strongly 
negative social-mood trend. Yet with social mood 
rebounding recently, the populace 
and media display complacency 
via swine-flu jokes, jewelry, 
t-shirts, songs and dances, and 
the widespread accusation that 
the World Health Organization 
overreacted to the outbreak. We 
have not seen the final bottom 
in social mood. More serious 
epidemics and more intense fear 
of disease will come later in the bear market, and jokes and 
t-shirt messages such as the one above won’t be considered 
funny or cute. 

causality: negative mood and Disease
We observe a growing understanding that mood 

affects disease and not the reverse. In her 1992 book, The 
Colonial Disease: A Social History of Sleeping Sickness 
in Northern Zaire, 1900-1940, Maryinez Lyons says 
epidemic disease may be a “mirror of history,” a means by 
which to “examine the essential strengths and weaknesses 
of social structures.” She writes:

At times of severe stress, as during disease epidemics, 
both the structures and relations of a society are sharply 
reflected in the varied responses of people to the crisis 
situation. It is clear that a study of disease patterns 
must take into account the cultural, social, political and 
economic context as well as the natural history of the 
organisms concerned.

During a negative trend in social mood, people have 
a less robust and generally more negative response to 
stressful events. For example, the September 2003 Elliott 
Wave Theorist examined the radically different social 
responses to the 1965, 1977 and 2003 electrical blackouts 
in New York City—riots in 1977 and amity in 1965 and 
2003. The Theorist (Read it here; free sign-up required) 
showed that the responses could be explained by the 
differing social mood in those years, as reflected in the 
inflation-adjusted Dow Jones Industrial Average:

The event was the same each time, so its nature is 
irrelevant to the behavior. Shared good feelings near 
the two tops manifested in good behavior, and shared 
bad feelings near the bottom manifested in destructive 
behavior. 

Stress Affects Psychology and Physiology 
A pathogen that attacks humanity at a social-mood low 

finds less-robust prey that is weaker both emotionally and 
physically. While we’ve not yet achieved the ultimate low 
in the current negative mood trend, AARP and American 
Psychological Association studies already report that:

One in five adults said they suffer from health problems 
because of financial worries, and 22 percent said they 
have delayed seeing a doctor because of cost concerns. 
More than half of Americans report irritability or anger, 
fatigue and sleeplessness.

An extended bear market causes neurological change 
across a broad spectrum of society. “Neuroplasticity” refers 
to changes that occur in the organization of the brain as a 
result of experience. This re-organization happens fastest 
in children, thus a child’s emotional state greatly impacts 
his or her neurological development. When exposed to 
physical or emotional abuse from a parent—two of the most 
destructive types of negative social interaction—a child’s 
brain develops neural pathways befitting an environment 
of emotional extremes. The tendency toward emotional 
extremes becomes hard-wired, and in adulthood can cause 
recurrent emotional crises. 

A recent study in the Journal of Cognitive Neuroscience 
finds that poverty dramatically affects children’s brains, 
and that “the difference is almost equivalent to the damage 
from a stroke.” A director of the Center for Cognitive 
Neuroscience says: 

It’s really important for neuroscientists to start to think 
about the effects of people’s experiences on their brain 
function, and specifically about the effect of people’s 
socioeconomic status.

In November 2008, researchers at the University 
of California-Irvine reported that stress can physically 
reshape the brain. Lundbeck Institute studies have 
demonstrated organic changes in the brain as a result of 
trauma, saying: 

Magnetic resonance imaging studies show that both 
male combat veterans and women survivors of child-
hood sexual abuse with Post-Traumatic Stress Disorder 
(PTSD) have shrunken hippocampal volumes.

 PTSD is characterized by traumatic memories that 
continue for many decades.

http://www.socionomics.net/protected/archive/blackout.aspx
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Stress can effect similar changes in society. G.S. 
Bradshaw (Nature, 2005) writes: 

Psychobiological trauma in humans is increasingly 
encountered as a legacy of war and socio-ecological 
disruptions. Trauma affects society directly through an 
individual’s experience, and indirectly through social 
transmission and the collapse of traditional social struc-
tures. Trauma can define a culture. [Emphasis added]

Social amity can do likewise. A new study co-authored 
by Dr. Nicholas Christakis of Harvard Medical School 
found that happiness is more contagious than previously 
thought: “Emotions have a collective existence—they are 
not just an individual phenomenon,” Christakis explains.

The effects of social stress will increase with the bear 
market. Dr. George Chrousos, at the National Institute of 
Child Health and Human Development, says:

One of the major disorders characteristic of chronic stress 
is melancholic depression. The body turns on the ‘fight 
or flight’ response, but is prevented from turning it off 
again. This produces constant anxiety and overreaction to 
stimulation, followed by the paradoxical response called 
‘learned helplessness,’ in which victims apparently lose 
all motivation.

The American Psychological Association reported on 
a 2004 meta-analysis that reviewed 300 separate studies 
and found:

The most chronic stressors—which change people’s 
identities or social roles, are more beyond their control 
and seem endless—were associated with the most global 
suppression of immunity; almost all measures of immune 
function dropped across the board. The longer the stress, 
the more the immune system shifted from potentially 
adaptive changes (such as those in the acute ‘fight or 
flight’ response) to potentially detrimental changes, at 
first in cellular immunity and then in broader immune 
function. Thus, stressors that turn a person’s world 
upside down and appear to offer no ‘light at the end of 
the tunnel’ could have the greatest psychological and 
physiological impact.

Negative social mood increases stress and disrupts 
routines, sanitation, households, social relationships, and, 
ultimately, human immunity. A February USA Today 
cover story describes financially-stressed families moving 
in together to pool resources, elderly parents moving in 
with their adult children and middle-aged children moving 
back in with parents. The story indicates that stress is rising 
even as the divorce rate is falling. “Spouses in the throes 
of divorce are putting off separating, living in awkward 
cold wars because they can’t sell their houses.” 

A spiraling decline in social mood stacks minor 
stressors—such as subprime defaults and falling stock 

prices—atop bigger stressors, such as job losses and falling 
house prices. This enables future stressors—crowding, 
homelessness, family violence and depression—all of 
which increase the risk of epidemic disease. 

The mathematics of Epidemiology 
Figure 4 plots Japanese land prices from 1967 to 2005 

and includes an idealized diagram of epidemic infectivity 
(inset), the latter from a 1907 publication by Dr. John 
Brownlee. The similarity of shape in these two pictures is 
no accident. Chapter 9 of The Wave Principle of Human 
Social Behavior observed:

One theory… is that ideas are units of cultural trans-
mission having the property of self-replication, like a 
living thing that “propagates from brain to brain.” Says 
Oxford zoologist Richard Dawkins, “When a craze, say 
for pogo sticks, paper darts, Slinkies or jacks sweeps 
through a school, it follows a history just like a measles 
epidemic.” 

In 1907, Brownlee published six of the 12 charts 
in Figure 5 to explain his theory that changes in the 
infectiousness of pathogenic agents drive the rise and 
decline of epidemics. Brownlee’s paper contains more 
than 20 such graphs. Their shape is familiar to technical 

© June 2009 Socionomics Institute (www.socionomics.net)
Data courtesy Japan Real Estate Institute
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analysts as well: The Elliott Wave Theorist published the 
six financial charts in Figure 5 to explain how changes in 
social mood drive the rise and fall of manias. 

Bacteria exhibit social behavior. Tel Aviv University 
scientist Eshel Ben-Jacob has found that bacteria 
communicate, generate collective memory, distribute tasks 

and demonstrate social intelligence through continuously-
exchanged chemical messages. Other researchers have 
observed bacterial “quorum sensing”: Upon reaching a 
critical population density, previously harmless bacteria 
colonies initiate pathogenicity, release poisons and resist 
immune responses. Such pre-rational behavior resembles 

MICROBES UNDERGO MANIAS, TOO

© June 2009 Socionomics Institute www.socionomics.net
diagrams courtesy John Brownlee and the Measurement of Infectiousness: An Historical Study in Epidemic Theory; by Paul E.M. Fine
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herding; this very attribute may eventually provide 
humanity both the means to interrupt bacterial virulence 
and to encourage the growth of beneficial bacteria. 

Ben-Jacob says, “If we want to survive the challenges 
posed by bacteria, we must first recognize that bacteria 
are not the simple, solitary creatures of limited capabilities 
they were long believed to be.” After all, bacteria are 
“smart” enough to make us cough, sneeze, suffer from 
diarrhea and develop open sores so they can spread and 
survive. Viruses operate similarly and also possess some 
limited “intelligence.” 

Threats on the Horizon

Food Supply: Peppers, Peanuts and Poisoning
The food supply is fragile in at least two major ways: (1) 

The inventory-management model of just-in-time delivery 
has produced a food-supply pipeline that is only about 
two or three days long, which is systemically vulnerable 
to interruption. (2) The nation’s food safety net has big 
holes, as demonstrated by at least 26 reported outbreaks 
of E. coli infection traced to green leafy vegetables since 
1993, plus two separate food-borne salmonella outbreaks 
within 10 months in 2008 and 2009.

Figure 6 shows the classic progression of both of 
those salmonella outbreaks—first in peppers (top), then 
in peanut butter (bottom)—as reported in the February 
2009 New England Journal of Medicine. The most recent 
salmonella saga exposed a remarkable devil-may-care 
complacency on the part of several peanut companies and 
a government asleep at the food-safety wheel. Large and 
small food companies, from Keebler cookies to Clif bars, 

suffered the financial consequences of product recalls. The 
ebbing tide of social mood will reveal even more laxity 
and cause even more hardship. 

Health Care
The bear market will bring some degree of breakdown 

in the health care system. 
Health insurance companies are facing losses and 

will raise premiums, and one of their first cuts will be 
in their coverage of debt-strapped people. Advocacy 
group Families USA says that 54 percent of the nation’s 
unemployed can’t afford private insurance and aren’t 
covered under Medicaid. People with acute health 
problems will end up in emergency rooms, causing longer 
ER waits and a financial drain on hospitals, many of 
which may have to close, increasing the burden on those 
still open. A May 26 AP article about the precarious state 
of local health departments says that “last year at least 
10,000 local and state health department jobs were lost 
to attrition and layoffs, including at laboratories that 
identify disease strains.” 

Emerging Pathogens
In the opinion of the U.S. Institute of Medicine, 

the next major infectious disease threat to the United 
States is likely to be a new variety of flu or a previously 
unrecognized pathogen like HIV was. Disease threats could 
compound: when human immunity reaches a nadir—such 
as in 1918—multiple pathogens find opportunity. Dr. Kate 
Jones of the Zoological Society thinks the next pandemic 
will come from wildlife via “human impact on areas of rich 
biodiversity that harbor pools of pathogens.” Ecotourism 
could be a risk, yet staying at home could be equally so. 
Jared Diamond and Nathan Wolfe write in Discover: 

It could be difficult to control emerging pathogens trans-
mitted by pets, which increasingly include exotic species 
along with traditional domestic animals like dogs and 
cats. Monitoring for the emergence of both new sexually 
transmitted diseases and pet-associated diseases would 
be good investments. 

Bioterror
Bioterror attacks are another potential threat, but 

perhaps more so is the fear of them. Since 9/11, the U.S. has 
shoveled at least $41 billion to private and university-based 
biodefense laboratories, driving a “20- to 30-fold increase 
in the number of institutions and individuals with access to 
live, virulent bioweapons agents,” according to Scientific 
American in November 2008. The labs have racked up an 
alarming list of accidents involving anthrax, tularemia and 
flu. A molecular biologist at Rutgers University told the 
New York Times, “The flood of biodefense financing has  6Figure 
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drawn hundreds of inexperienced researchers into work 
with hazardous organisms.” One of these labs may already 
have been the source of a home-grown terrorist act: the 
2001 anthrax attacks. 

Prison Populations
U.S. prisons could easily be the starting locus of a 

major epidemic. Crowded, stressful conditions are prime 
breeding grounds for disease. The bear market will drain 
federal and state budgets and ultimately degrade prison 
conditions. In July 2008, USA Today reported that a federal 
investigation of the nation’s largest county jail found serious 
sanitation and medical care problems: “Overcrowding has 
resulted in ‘hot bunking,’ in which prisoners use beds in 
eight-hour shifts.” An August 2008 article in Scientific 
American explains how theft, violent crime and the prison 
population soared following the collapse of the Soviet 
Union. While social services and the health care system 
collapsed, prisons turned into “epidemiological pumps” 
that spread tuberculosis through the population. The annual 
rate of new TB cases doubled among the general population 
in Russia, and Siberian provinces suffered some of the 
highest rates of multidrug-resistant TB in the world. To a 
lesser degree, drug-resistant TB spread similarly in U.S. 
prisons in the early 1990s.

The U.S. actually ranks ahead of Russia—as well as 
the rest of the world—both in the total number of prisoners 
and in prisoners per capita. During the Great Depression, 
the total U.S. prison population rose by about 15 percent, 
with 1.4 of every thousand Americans imprisoned. Today, 
however, one of every one hundred adult Americans is 
imprisoned, a 614 percent increase to a level that is six times 
the median incarceration rate for all other nations. When we 
also count those on probation or parole, then one of every 
31 adult Americans are in the penal system (Pew Center, 
March 2009). A 2000 study by the National Commission 
on Correctional Health Care concluded that “the prevalence 
of AIDS, HIV infection, HCV [hepatitis C], and TB disease 
are many times higher in correctional populations than 
in the total U.S. population.” Disease doesn’t just stay in 
prison; the study says that during 1996, about 3 percent of 
the U.S. population passed through a correctional facility. 
On February 9, federal judges tentatively ordered California 
to release up to a third of all prisoners in the next three 
years—as many as 57,000—to relieve overcrowding. And 
that only would take the packed prisons from 188 percent 
to 120 percent of capacity. The bear market may make 
prisoner release a familiar story across the U.S.

Homelessness
The rise in joblessness, tent cities and homelessness 

means a rise in susceptibility to disease. A July 2004 

American Journal of Public Health study of homeless adults 
in San Francisco found that HIV seroprevalence—the 
frequency of individuals with HIV antibodies in their blood 
serum—was “five times greater for indigent adults than 
in San Francisco generally.” The same journal reported in 
March 2006 that the New York City fiscal crisis that began 
in 1975—during a Cycle-degree decline in the inflation-
adjusted DJIA—pushed many people into homelessness, 
and that “budget and policy decisions designed to alleviate 
this fiscal crisis contributed to the subsequent epidemics 
of tuberculosis, human immunodeficiency virus (HIV) 
infection, and homicide....” The authors describe a 
“syndemic,” a combination of ills that “create an excess 
disease burden on the population.”

War
There is a strong association between war and 

epidemics. History is littered with wars that saw far more 
troops perish from disease than die in battle. In Rats, Lice 
and History, Hans Zinsser described war as “75 percent 
an engineering and sanitary problem and a little less than 
25 percent a military one.” Returning troops often bring 
new diseases, social ills and mental health problems back 
to the homeland. The possible use of bio-weapons could 
dramatically raise the incidence of war-related disease.

Epidemics and Panic
Disease injures society in two key ways: (1) It depletes 

vital resources, overloading the health care system and 
sparking secondary health problems. (2) Panic often 
follows the outbreak of a pandemic, causing a wide range 
of associated problems. Crisis-level slowdowns already 
hamper the movement of goods, people and money; so 
a major pandemic—or even the threat of one—could 
seriously disrupt the global economy. 

The Yale Human Area Relations File provides 
ethnographic reports of social responses to epidemics. 
They fit well with the social character of a bear market. The 
most frequently reported responses are “flight or migration 
away from the locus of the epidemic, extraordinary 
preventive and/or therapeutic measures, rejection of 
authority systems and scapegoating.” Thus, conflict will 
surely arise when an attempted exodus from an epidemic 
is met with a quarantine and travel ban. Also, an epidemic 
will probably be labeled a bioterror attack and blamed on 
a foreign or domestic enemy even if terrorism has nothing 
to do with it. In such environments, there is great potential 
for social chaos.

In many ways, we still don’t know our enemy. For 
example, large gaps remain in our understanding of the 
1918 flu. We know that the virus was associated with 
encephalitis lethargica as well as a bacterial pneumonia 
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that helped kill the victims, and recent genetic studies show 
that a specific complex of three genes could have allowed 
the virus to thrive deep in the lungs. But the 1918 epidemic 
did not follow the usual progression of contagion. It 
seemed to spring up out of nowhere—simultaneously 
across the planet—as if the virus was already in place, 
waiting for human immunity to weaken. This spontaneity 
makes sense under the socionomic model. 

This mechanism may be setting up again with the 
relatively benign (so far) H1N1 swine flu and also with 
H5N1 bird flu. In Egypt, bird flu infections have recently 
changed their pattern: they have risen in number, dropped 
in virulence and shifted from adults to children. The World 
Health Organization fears that adults could be acting as 
symptomless disease carriers. Dr. Robert Webster, the 
world’s leading authority on the disease, said: “If this 
damn thing becomes less pathogenic, it will become more 
transmissible.” In other words, the more time that the virus 
spends in humans without killing them, the more likely it 
will mutate into a more contagious form, a pre-requisite 
for a deadly pandemic. 

Even a much less virulent strain of the virus could result 
in a devastating pandemic. Studies show that an outbreak 
that killed as few as 5 percent of those it infected could 
still cause hundreds of millions of deaths around the 
world. (Independent, April 12)

Staying Healthy
If you are an investor, you already have experience 

with one of the major challenges in the coming 
environment: managing your own psychology. The 
socionomic perspective can help; it provides a measure 
of immunization against negative social mood.

As the bear market wears on, you will need to be 
more careful with social interactions, which have powerful 
effects on psychology and the nervous, endocrine and 
immune systems. Social stress can elicit undesirable 
responses, both in you and others. As negative social mood 
becomes more pervasive and contagious, your individual 
mental state becomes more critical. Thinking about 
frightening events can activate the nervous and endocrine 
systems just as real events do. Constant anxiety prolongs 
high levels of stress hormones, which suppress the immune 
system and raise the risk of depression.

A negative trend in social mood governs the character 
of interaction across groups of all sizes, from nations to 
political parties, to communities, churches and one-on-one 
settings. We constantly respond to our social environment 
on multiple levels, and like the fractal patterns visible in 
Elliott waves and in much of nature, social interactions 
appear to affect physiology at all degrees of scale—from 
the caress of a lover to outright physical assault. 

The Grand Supercycle bear market is undermining 
social and physical health. Yet we can prepare for severe 
outbreaks of both social unrest and epidemic disease. 
A proper perspective will help you to gain situational 
awareness, optimize your attitude, and in turn your body 
and immune system.

“How to Handle the Coming Environment,” in 
Chapter 21 of At the Crest of the Tidal Wave, contains 
some specific guidance:

Since depression inevitably results in social upheaval, 
you may wish to “invest” in some areas that are normally 
outside the realm of investment discussion. Learn an 
additional skill in your spare time, one that will be of 
use if your current skills become worthless in a depres-
sionary or chaotic environment. Obtain a residence in an 
area that is unlikely to be the target of mob violence or 
looting. Move as much money out of the U.S. banking 
system as you comfortably can. Have some paper cur-
rency and a bag of silver coins on hand for emergency 
purchases if the banks close. Insure food supplies for 
what is likely to be a brief period of unavailability of 
basic necessities. 

Here is a list of the most important things you can do to 
limit the impact of negative social mood on your health:

Don’t be a victim of deflation. Keep your liquid  •
assets safe, as Prechter recommended in Conquer 
the Crash. Your asset-preservation posture is a key 
to staying confident and calm. 
Prevention is the best cure. Immunize your family.  •
Wash your hands frequently. Exercise. Maintain 
good sanitation around your home.
Be prepared for an extended stay at home should  •
quarantines go into effect. Buy storable food and 
other supplies in advance. 
Selectively build community. In bear markets,  •
people desire to belong to smaller groups, and you 
should not fight this trend. Ties with a close circle 
of friends create a safety net. 
Evaluate news of disease outbreaks. Google Flu  •
Trends shows promise but had mixed results in 
forecasting the spread of swine flu. 
Monitor the status of the healthcare system, and  •
for now:

Continue to seek out high quality health care.  •
Reserve cash to pay for it.
Have basic reference material on hand, such  •
as How to Be Your Own Doctor, by Carl E. 
Shrader, M.D.

And remember: When most people see no light at the 
end of the tunnel, that’s the socionomic signal that we are 
almost through it.  

http://www.elliottwave.com/more_info/tw.aspx?code=ANN
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