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GOLD Master Central Compilation Of Information
1 Intro

This document is about monetary metals, gold in particular, as an investment.  The master of this doc is on Fred Chase’s Wintel named i5_SFF.
1.1 Currency of this Document

As of 2014, unfortunately, many sections are in need of updating.

1.2 The Broader Picture

In 2005 David Jensen wrote In Denial of Crisis: An Economy Undermined by Failures of the Monetary System, the Concentrated Media, and Political Will.  It is almost a book, and is a context for the bulk of this document.
  To understand money better, and commodity money in particular, Murray Rothbard’s What Has Government Done to Our Money is unequaled.   Note that although gold is the premier monetary metal, the International Standards Organization’s list of currency names and code elements (ISO 4217) lists palladium (XPD), platinum (XPT), silver (XAG) as well as gold (XAU).  The platinum group elements (PGE), platinum, palladium, rhodium, ruthenium, iridium and osmium comprise the platinum group metals (PGM).
1.3 Gold over the Centuries -- Timeline

PRECIOUS METAL

Dec 23rd 1999

From The Economist print edition

The sterling price of gold fluctuated relatively little for nearly all of the past 650 years, gently trebling between 1344 and 1915. Prior to 1850 gold was a rare commodity; world gold production totalled only 1,200 tonnes during 1800-50. Gold rushes in America, Australia and South Africa saw total production reach 10,400 tonnes during the next 50 years. As gold coins became more common in most countries, the development of an international gold standard became possible. Prior to that, it had only been in Britain that the “true” gold standard ruled, keeping the price below £4 per troy ounce. The gold standard finally broke down in 1931, and the price of gold rocketed at once to over £6 an ounce. Since then the price of gold has risen about 30-fold, about two-thirds as fast as Britain’s retail price index.

	1694
	The Bank of England introduced paper promises to pay weights of precious metal - dubbed banknotes - which circulated as currency. This was a world first.  James Turk: "...currency was no longer a tangible asset; it had become a liability of a financial institution. This difference is as great as night and day, or more to the point, between assets and liabilities."

	1697
	There was a run on the Bank of England.

	1699
	Sir Isaac Newton was appointed as Master of the British Mint.  Turk: "Over the next several years, Newton returned order to where there had been Bank of England created chaos. He did this by inventing and putting into practice what we now call the classical gold standard." This standard lasted almost uninterrupted until 1914.  By 1971 the last vestiges were jettisoned.

	1344 - 1915
	During this 650 year period, the price of gold gently trebled.

	1792
	The US Coinage Act of 1792
 defined a dollar as a coin containing 371.25 grains of silver and 416 total grains of metal (silver and alloy). The purity ratio was 1445:1664. Thus, a dollar was not a unit of value, but a unit of weight based upon a precious metal commodity.  

An [American] Eagle was defined as a coin containing 247.5 grains of gold and 270 grains total metal. The purity ratio was 11:12. By statute the Eagle was established with a market exchange value of 10 dollars.

This set up a Gresham's Law situation:  
371.25 grains of silver = dollar = 1/10 Eagle = 24.75 grains of gold

	1834
	Eagle redefined:  

371.25 grains of silver = dollar = 1/10 Eagle = 23.2 grains of gold

	1837
	371.25 grains of silver = dollar = 1/10 Eagle = 23.22 grains of gold

	18730402
	Congress inadvertently suspended the unlimited coinage of the standard silver dollar, which it had no authority to do under the Constitution.   William Jennings Bryan called it "the crime of 1873".

	1914 outbreak of hostilities
	Most of Europe stopped redeemability of their paper currency into gold.

	1923
	Keynes wrote “...the gold standard is already a barbarous relic.” (He supported government management of the monetary system, but would not have dared to call gold itself a barbarous relic.)

	19310901
	Britain “went off gold”.  Fekete: “…sabotaging the gold standard by Britain …. heralded the onset of Great Depression I.”

	193302
	Gold was $20.67 in 1933, when gold was money and a $20 gold coin actually contained 0.9675 ounces of gold.

	1930-1934
	The “US Fed in the 1930-1934 period bought gold in the open market as tool of re-flation.” (Jim Sinclair)

	193303
	Roosevelt

	1934
	Roosevelt devalues the dollar from $20.67 to $35/ounce of gold.
[(35-20.67)/20.67 = 69.3%]

	1936-1971
	the Tripartite Monetary Agreement :  The dollar was anchored to gold. All the other countries in that system kept their respective currencies pegged to the dollar.

	1960/61-19680317
	[London] gold pool, founded by Robert Roosa, keeps gold near $35/ounce until Lyndon Johnson closed the pool.
 

	1968
	“…looters invaded the nerve-center of capitalism and abolished the gold-reserve requirement for the issuance of Federal Reserve notes…”  (Antal Fekete)

	197209
	World’s First Gold Futures Market

· “This week in Canada the 350 members of the Winnipeg Grain Exchange are expected to approve the opening of the world's first market in gold futures. (They also plan to rename their organization the Winnipeg Commodities Exchange.)”  (Time Magazine)

· “The world's first gold futures market opened in the Winnipeg Commodity Exchange in 1970 [1972]. The contract called for the delivery of the 400 oz. (12.5 kg) international 'good-delivery' gold bar, the one central banks of the world have been using …” (Antal Fekete)

· “When the first gold futures market opened in Winnipeg in the early 1970's, while it was still illegal for Americans to trade gold futures contracts, I purchased a seat on the Winnipeg Commodity Exchange in order to have first-hand access to information.”   (Antal Fekete)

· “… ever since gold futures trading started at the Winnipeg Commodity Exchange in 1972”  (Antal Fekete)

· “The gold basis…. has been positive
 ever since gold futures trading started at the Winnipeg Commodity Exchange in 1972 (except for …..” (Antal Fekete)

	19710811
	Britain requests US Treasury Department convert $3 billion USD into gold (at $35/oz) and to move it from the United States Bullion Depository (Fort Knox) to the underground vault of the New York Federal Reserve Bank, where foreign government gold was stored.

	19710815
	Nixon closed the ‘Gold Window’.

	197601
	Gold Futures trading began in the USA.


	1996(?)-2006 
	the Gold Cartel and PPT.  Larry Summers and Richard Rubin were architects.

	19990926-2004
	WAG
 limits central bank sales of gold to 400 metric tons per year.


	19930805
-2001circa
	Gold Leasing and the Gold Carry Trade


	2004-2009
	CBGA(2) (or WAG2) limits central bank sales of gold to 400 metric tons per year.
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2 Terminology

To verify, do google search such as “define: contango”.

See also THE CFTC GLOSSARY, "A GUIDE TO THE LANGUAGE OF THE FUTURES INDUSTRY" Antal E. Fekete says platinum and palladium, though precious, are not monetary metals.)

	Term 
	Meaning

	backwardation
	Backwardation is a commodities market condition in which futures prices are lower in the distant delivery months than in the nearest delivery month.  For monetary commodity backwardation specifically, see Antal Fekete articles  such as this. Or: “Backwardation is arbitrage not taken” (from Jeff S. December 12th, 2008 at 9:22 pm )

	barbarous relic
	The gold standard and/or central banking.   See The 'Barbarous Relic' - It's Not What You Think   by James Turk Sept 14, 2005 www.fgmr.com 

	basis 
	the spread between the nearby futures price and the spot price.  See Antal Fekete articles  but note.  Fekete: Its shrinking reveals that short selling is becoming counter-productive so that the shorts may be getting ready to cover. Conversely, the widening of the basis tells you that shortages may soon end the shorts are likely to start selling once more.

	basis-risk 
	is ...  It is limited on the upside: the basis is bounded above.  The basis can be negative (in case of backwardation), but it cannot exceed the upper limit set by the carrying charge (interest plus storage plus insurance costs). If it did, warehousemen could reap riskless profits. It would be cheaper for them to carry the commodity in their warehouses than in the form of futures and, accordingly, they would keep selling the futures while buying the physical until the contango dropped back to the level of the carrying charge.  The basis can also be positive and there is no limit.

	Bullion Bank
	A Bullion bank is one which takes gold from a central bank.  According to Frank Venoroso, in about 1995 there were 37 such banks.  Bullion banks, which have no direct use for gold, function as intermediaries, seeking to earn a small profit on the spread between the lease rates (with central banks) and higher returns available elsewhere while curtailing their own risk. Accordingly, they sell short the leased gold into the spot market and invest the proceeds from the sales at a higher rate -- say 5% to 7%.  To hedge this risk, the bullion banks will go long in the forward market, where they exchange part (usually most) of the higher returns on the proceeds from the sales of the leased gold for agreements to deliver physical gold to them in the future.



	Bullion
	The French word for soup is the same as the old French word for gold that hadn't been turned into coins: to boil.  When gold is melted prior to being restamped into new issues, it is melted and the previous imperfections that were insidiously added to stretch gold further are removed, one has 'bullion' which is purified gold, not gold coins.

	carrying charge
	interest plus storage plus insurance costs

	CBoT
	The Chicago Board of Trade 

	Central Bank
	A bank that can create fiat currency.  Generally one per country, with a special relation to the country’s treasury.  ECB is sort of an exception.  Central banks, or at least some of them, lend or lease gold from their vaults to bullion banks at relatively low interest rates -- say 1% to 2% -- known as lease rates, ostensibly to earn a small return on an otherwise "sterile" asset.

	CFTC
	Definition: Commodity Futures Trading Commission  CFTC web site.

	contango
	the market phenomenon whereby nearby futures are selling for less than the more distant.  Generally, the situation in which prices in succeeding delivery months are progressively higher than in the nearest delivery month.

The contango or percentage premium is made up of storage, insurance and financing costs, but will also reflect supply/demand for prompt delivery.  Although the contango fluctuates, it is usually close to prevailing interest rates in the currency concerned.  Contrast with backwardation.  Fekete:  This is the  “normal condition for monetary metals” ..., “indicating that supply is plentiful”.

	COTR
	Definition: Commitments of Traders Report --  a weekly report from the CFTC providing a breakdown of open interest for large US marketplaces.
Current Reports. There are reports on: 

· Chicago Board of Trade 


· Chicago Mercantile Exchange 


· Chicago Board Options Exchange 


· Kansas City Board of Trade 


· Minneapolis Grain Exchange 


· Commodity Exchange Incorporated 

· New York Board of Trade 


· New York Mercantile Exchange 

For Gold, only the Commodity Exchange Incorporated and Chicago Board of Trade are of interest.


 Official Tutorial   (CBoT  Tutorial )

	GOFO
	gold forward offered rate.  See section 9.1.1 The Lease Market. 

	Gold Producer
	

	Gold lease rate
	See section 9.1.1
The Government/Monetary Authority Market.

	price-risk 
	the inherent market bias favoring the longs/bulls. It is limited on the downside.

	Specie Backed Money
	Specie backed money is money distributed, normally as paper money, that is assigned value based on valuable minerals tied to the paper money. The idea is that with specie backed money, though the paper itself holds no true value, it represents whatever mineral is held in reserve, historically gold and silver. Holders of the paper money could theoretically exchange their bills for the gold or silver that it represented.

	Vault, Bullion
	A strongroom or compartment (often made of steel) owned by an entity and used primarily to store its own bullion.

	Depository, Bullion
	A business entity owning one or more vaults used primarily to store other’s bullion in allocated and possibly unallocated form.

	Repository, Bullion
	A facility with a bullion vault.


3 Spread Betting/Gambling

It was back in 1973 that the  first-ever spread was issued and quite ironically it was on the Gold Index. It's  ironic, because these spread instruments tend to be regarded as taboo by the mining community.

 How does spread betting work?

 All three of London's leading financial betting companies offer spreads on the  prices of gold, platinum, silver and the like. The spread is the range over which the company thinks the metal will close when the event expires. For instance,  IG Index's spread on the gold price expiring on 20 July is $265 to $267. If you  think gold will improve by that date, you would buy gold. Similarly, if you hold  a bearish view, you would sell the index at $265.

 Let's assume that you bet $100 a point and go long (buy gold). In this case a  point is the equivalent of a dollar which means that if gold hits $277 on 20 July  you would win $1000. Because the buy side of the spread was $267 and the  closing price was $10 higher, this means that your call was correct by 10  points. Multiply that by your wager of $100 per point and you arrive at $1000.  Be warned, though; if gold closed at $257/oz – you would lose $1000.

 Because you can buy or sell at any time, it is possible to close out a winning  or losing position before the actual expiry date. In order to do this, you would  simply bet in the opposite "direction" compared with your initial wager. In other  words if you bought gold at $100 per point, you would then sell it at $100 per  point to fully close out the trade. 

 Make no mistake, the risks are high and it's hardly surprising that  spread-betting sites are plastered with health warnings.  But how often have you failed to benefit from an opinion that has proved to be on the mark? It  happens to me all the time.

 Here's a table of some of the precious metal spreads that are available from the larger London-based bookies:

xxxxxxxxxxxxxxxxxxxxxxx TBS
4 Quantities

The World Gold Council offers this quick overview of gold stocks and flows:
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Note the extraordinarily large stocks-to-flows (stock-to-flow or stock to flow) ratio.

An alternate display of “All the World’s Gold” providing a very good introduction and visualization is, in Jan 2012, at number sleuth. 
4.1 Flows

Flows are generally in Tonnes (U.S metric ton) per year.

The World Gold Council compiles data on the supply and demand for gold. See this page: http://www.research.gold.org/supply_demand/ 

GFMS Limited, the Precious Metals part of GFMS Group, is a  “precious metals consultancy”.  They claim that their annual Gold Survey and World Silver Survey is “most authoritative”.

=============================================================

The following table was formed from the summary of the findings of GFMS’s Gold Survey 2003.  G-AM  is Gold-Authentic Money, who put the table together.
	
	2000
	2001
	2002
	2003 Jan-June  GFMS 
	GFMS 2003 est.
	G-AM 2003 est.

	Supply .
	
	
	
	
	
	

	Supply Type
	
	
	
	
	
	

	Mine Production
	2584
	2604
	2587
	
	2605
	2600

	Central Bank selling
	489
	504
	556
	
	547
	400 +[?]

	Old Gold Scrap
	607
	706
	835
	513
	? 
	1000

	Net Producer Hedging
	0
	0
	0
	
	? 
	0

	Dis-investment
	290
	53
	0
	
	?
	10

	Total Supply
	3970
	3868
	3978
	
	?
	4010

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Demand [in tonnes] 
	
	
	
	
	
	

	Demand type
	2000
	2001
	2002
	2003 Jan-June GFMS
	GFMS 2003 est.
	G-AM 2003 est.

	Jewellery
	3177
	3006
	2689
	-1.8%
	?
	2845

	Electronics
	280
	196
	177
	rising
	?
	177

	Official Coin
	35
	80
	72
	36
	?
	80

	Dentistry       
	70
	65
	59
	
	?
	60

	Other Industrial uses.
	127
	107
	96
	
	?
	90

	Medals Imi. Coins
	49
	35
	32
	
	?
	40

	Total Fabrication:
	3738
	3489
	3125
	
	
	3292

	Implied Net Investment
	
	
	
	140
	420
	

	Bar Hoarding    
	217
	232
	201
	-43%
	115
	100

	Central Bank Buying
	
	
	
	300
	
	[?] 28

	Net Producer De-Hedging
	15
	147
	308
	528
	
	590

	Total Demand    
	3888
	3869
	3978
	?
	
	4010

	
	
	
	
	
	
	

	Average Gold Price achieved
	$279
	$271
	$310
	368
	
	[$375]


Source GFMS Estimates G-AM

=============================================================

Caveats:   
Flow numbers are in 2009 somewhat dated.  

More importantly, these numbers are suspicionable. The following is from Rob Kirby Analytics via the Jim Willie Hat Trick Letter, 20 May 2009.

The World Gold Council (WGC) and Gold Fields Mineral Services (GFMS) are the two leading gold institutes that support the gold cartel in their criminal deeds. For years, GFMS refused to acknowledge the growing flow of borrowed gold, central bank hedging, commercial hedging, and producer forward sales. The result was gross underreporting of annual supplies hitting the market. WGC would show stronger global gold demand than GFMS, which preferred to estimate both demand and supply. GFMS has the limitation of having to show supply & demand in balance. After these two august shady groups joined forces into an alliance, demand was underreported to achieve balance. To date, the GFMS does not acknowledge central bank swap & lease programs, conveniently. 

==============================================

Uzbekistan, ex-Soviet Central Asian state, produces 81 tonnes per year.

Gold mines, most of which are in the United States, Canada and South Africa, produced about 2,500 tonnes circa 2001.  It was the same in 2005.
=============================================================

India normally consumes nearly 1/3 of world mining production or 1/4 of total worldwide supply. 

=============================================================

WRAPUP 1-Gold price seen falling this year

    4/19/    LONDON, April 19 (Reuters) …… Gold Fields Mineral Services (GFMS) ….

    GFMS estimated disinvestment of around 291 tonnes in 2000 -- the third highest level in the past 10 years …

    Total gold demand fell by just over 200 tonnes to 3,946 tonnes last year, largely due to the disappearance of net investment from the demand side, while  fabrication demand totaled 3,739 tonnes, just five tonnes down on its 1999 level.

    After three years of growth, fabrication in North America fell back sharply. That loss, however, was almost entirely made good by a strong recovery in the Middle East.

    The greatest overall demand change was in coin fabrication, which collapsed to 46 tonnes last year from 133 tonnes.

    By contrast, jewelry fabrication rose, though by less than one percent to 3,175 tonnes. Gains mainly from an export-led recovery in Turkey plus strong demand in South Korea and Thailand outweighed losses in other countries.

    Gold use in electronics was up 15 percent to 283 tonnes as most of the top 10 fabricators of electronic products recorded double-digit growth last year.

    Bar hoarding fell by over 40 tonnes to 198 tonnes last year. That was chiefly driven by the fall in Japanese interest as low and stable yen gold prices    meant investors looked to other markets, the report said.

    Gold use in dentistry was up five percent at 69 tonnes, while other industrial and decorative applications absorbed 105 tonnes, with strong demand in India contributing much of the four percent growth last year.

    The report said for this year an anticipated U.S. economic slowdown could represent a threat for gold -- the danger being sharply lower fabrication    demand, especially in jewelry.

    MINE SUPPLY FLAT, HEDGING GONE

    Global mine production in 2000 was essentially flat, rising by less than 0.5 percent to 2,573 tonnes -- setting a new record -- with production rates  forecast to level off as new mines continued to replace output lost at marginal operations.

    Supply figures were hit by a swing in producer hedging away from net supply of 506 tonnes in 1999 and towards accelerated demand of 10 tonnes. This   was balanced by an almost equally large swing from implied net investment of 170 tonnes in 1999 to net disinvestment of 291 tonnes last year.

Oct 24, 2002- Barrick Gold said it would reduce its gold forward sales to 12 million ounces (340.2 tonnes) by the end of 2003 from 16.9 million ounces (479.1 tonnes) at the end of September 2002.

    For 2001, GFMS forecast producer and investor behaviour to converge as gold mining companies were expected to increase moderately their hedge  books while the scale of private disinvestment should diminish.

    Official sector sales, a dominant feature behind gold's price moves, rose year-on-year to 471 tonnes versus 464 tonnes the previous year.

=============================================================

    Rtr 10:52 04-19-01 Copyright 2001, Reuters News Service 

	
	Tonnes in 2000
	1999

	Disinvestment est.
	-291
	

	Total Demand
	3,946
	200+3946

	  Fabrication Demand

	3,739

	3,744

	    Coin Fabrication
	46
	133

	    Jewelry Fabrication
	3,175
	100/101 of 3175

	    Electronics
	283
	100/115 of 283

	    Bar Hoarding
	198
	About 198 + 40

	    Dentistry
	69
	100/105 of 69

	    Other industrial and decorative
	105
	

	    C + J + E + H + D + O
	3876
	

	
	
	

	
	
	

	Mine production

	2,573
	1000/1005 of 2573

	Producer Hedging
	-10
	Net supply: +506

	Implied Net Investment
	291
	-170

	Official sector sales
	471
	464

	Barrick Gold forward sales as of September 2002
	479
	


4.1.1 Dollar Flows

The following table contains USD Values.

	Description
	Value (USD)
	Date
	Authority

	
	
	
	


4.1.2 Mass Flows
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	Value
	Unit
	Description
	Date
	Authority

	80 m
	ounces/year
	World Gold Mine Output
	200901
	IFSL RESEARCH BULLION MARKETS 2009  WWW.IFSL.ORG.UK

	670m
	ounces/year
	World Silver Mine Output
	200901
	IFSL RESEARCH BULLION MARKETS 2009  WWW.IFSL.ORG.UK


4.2 Quantities (Stocks)
4.2.1 Mass Conversion Table

The following table converts between various units of mass.
	 
	Grains
	Grams
	Penny-
weights
	Troy
Ounces
	Avoir-
dupois
Ounces
	Avoir-
dupois
Pounds
	Troy
Pounds
	Kilo-
grams
	Metric
Tons (Tonnes)

	1 Grain
	1
	0.06479891
	0.041667
	0.002083
	0.002286
	0.000143
	0.0001736
	6.480 x 10-5
	6.480 x 10-8

	1 Gram
	15.4324
	1
	0.643014
	0.032149
	0.035274
	0.002205
	0.0026791
	0.001
	10-6

	1 Penny-
weight
	24
	1.555174
	1
	0.05
	0.054857
	0.003429
	0.0041667
	0.001555
	1.555 x 10-6

	1 Troy
Ounce
	480
	31.10348
	20
	1
	1.097143
	0.068571
	0.0833333
	0.031103
	3.110 x 10-5

	1 Avoir-
dupois
Ounce
	437.5
	28.34952
	18.22917
	0.911458
	1
	0.06250
	0.0759549
	0.028350
	2.835 x 10-5

	1 Avoir-
dupois
Pound
	7000
	453.5924
	291.6667
	14.58333
	16
	1
	1.215278
	0.453592
	4.536 x 10-4

	1 Troy
Pound
	5760
	373.2417216
	240
	12
	13.16571
	0.822857
	1
	0.373242
	3.732 x 10-4

	1 Kilo-
gram
	15,432.4
	1000
	643.014
	32.1505
	35.27392
	2.20462
	2.679209
	1
	0.001

	1 Metric
Ton  (Tonne)
	15,432,360
	1,000,000
	643,014.9
	32,150.75
	35,273.96
	2,204.623
	2,679.229
	1,000
	1


4.2.2 Dollar Quantities

The following table contains USD Values.
	Description
	Value (USD)
	Date
	Authority

	world’s total market valuation of publicly traded gold equities 
	$150,000,000,000
	200611
	Doug Casey 

	US Money Supply
	$300,000,000,000
	1945
	James Turk

	Treasury Holdings 2004-2007 Japan, China, Great Britain, Oil Exporting Nations
	$1,200,000,000,000
	2007
	

	M3b
	$11,600,000,000,000
	200705
	‘bart’

	US Money Supply
	$30,000,000,000,000
	200303
	James Turk

	combined value of the world’s equities
	$45,000,000,000,000
	200611
	Doug Casey 


4.2.3 Mass Quantities and Rates
“More than half of all humanity’s gold has been extracted in the past 50 years.”

	Value
	Unit
	Description
	Date
	Authority

	1.51632
	tonnes/day
	India imports.

	20031119
	Reuters

	8, 10, or 11
	tonnes
	The Inca gold, equivalent in size to Atahualpa’s prison room, delivered as ransom to the Spanish.

	
	“nearly eight tonnes” according to the World Gold Council

	
	
	Montezuma’s Aztec gold
	
	

	200
	tonnes

per year
	India “imports nearly three quarters of the 700 to 800 tonnes of gold it consumes every year”
	20050719
	Reuters

	350.5
	tonnes/year
	The US mint turned out 11,390,972 double eagles, 270,988 eagles, and 489,136 half eagles for a one year mintage of 11,270,163 ounces of gold.

	1904
	

	358
	
	Gold in the Central Bank vaults of India
	
	

	365
	tonnes
	amount by which miners reduced their hedge positions
	2002, first six months
	a survey by J.P. Morgan

	388.7
	 tonnes
	Russian central bank gold
	200105
	

	400
	 tonnes

 per annum
	Limit set by the Washington accord for total of central bank sales. Expires in 2004, but expected to be renewed.
	
	

	3,800
	 tonnes
	gold reserves sold off by Central Banks between 1980 and 2002

	
	

	thousands
	tonnes
	See Central Bank Holdings, section 13.5, below.
	
	

	just over 6,630
	tons
	The New York Fed's gold vault is the largest concentration of monetary gold in the world, constituting one-quarter of the world's official gold supply.
	20081118
	http://www.ny.frb.org/publications/frame2.cfm?url=%2Faboutthefed%2Ffedpoint%2Ffed20.html 

	10,000
 to 15,000
	 tonnes
	Held by consumers in India


	2003
	

	17,291 

	tonnes
	Physical gold owned by central banks
	200303
	James Turk

	18,959
	 tonnes
	Gold in the Central Bank vaults of U.S.A., Germany, Switzerland, France and Italy
	200302
	

	20,000
	tonnes
	“Indian households and temples stock more than 20,000 tonnes of gold, accumulated over generations.”
	20050719
	Reuters

	28,877
	 tonnes
	Gold in the Central Bank vaults of all countries
	200302
	

	32,291
	tonnes
	gold AND “gold receivables” owned by central banks
	200303
	James Turk

	129,000

	tonnes
	Aboveground gold
	200611
	Adam Hamilton citing USGS

	145,000
	 tonnes
	The total amount of mined gold in history
	200302
	

	155,000
	tonnes
	The total amount of mined gold in history
	200910
	Jason Hommel

	Substantially greater than 155,000

	tonnes
	The total amount of mined gold in history
	20091015
	Paul Mylchreest

	165,000
	tonnes
	above-ground gold (gold that has been mined) all the world
	2011 “at the end of”
	Number Sleuth

	217,700
	tonnes
	Above ground stockpile of gold: “nearly 7 billion ounces” 7E9*3.110E-5
	20110123
	Ryan Jordan 


	730,850
	tonnes
	Above ground stockpile of silver: 22 to 25 billion ounces -mostly jewelry and silverware at this point- ...less than 1 billion are silver coins or bullion. 

23.5E9*3.110E-5 
	20110123
	Ryan Jordan


4.2.4 Interesting Derived Values

	Value
	Unit
	Description
	Date
	Authority

	23
	grams
	Amount of gold per person in the world

	20091108
	The News

	75
	%
	Held privately in the form jewellery, bullion and coin and thus not available to governments
	20091108
	The News

	
	
	
	
	


4.2.5 Gold Mass Quantities converted to USD Quantities and vice versa

Assuming Gold at $360/ounce, as it was in March 2003:

145,000 tonnes * 32,151 ounces/tonne * $360/ounce = $1.678 E12 

 so the total value of all gold mined in history was worth on the order of 1.7 trillion dollars.  
Assuming Gold at $1000/ounce, as it was in 2009:

155,000 tonnes * 32,151 ounces/tonne * $1000/ounce = $4.98 E12 

 so the total value of all gold mined in history is worth on the order of 5 trillion dollars.

28,877 tonnes * 32,151 ounces/tonne * $360/ounce = $3.34 E11 so the gold claimed to be in the central bank vaults of all countries  was about $334 billion.

On June 5, 2007 Jason Hommel loosely figured that M3 increased by $1300 billion per year while gold was increasing by  $54 billion dollars per year, at $675/oz.  So the US alone was creating new paper money 24 times as fast as gold was being mined.

4.3 Miscellaneous, and Integrated Reports Including Quantities

==============================================

==============================================

==============================================


"extremophiles" were found to be able to turn dissolved gold into solid gold,... gather traces of heavy metals in groundwater. 

University of Massachusetts professor Derek Lovley

Extremophiles, so named because they live in extreme conditions such as hot springs and volcanic vent in the ocean, inhale dissolved gold and convert it into solid deposits. 

The latest issue of Applied and Environmental Microbiology,  Lovley said the conversion which takes place in the extremophiles is a simple process: a dissolved metal is absorbed through an enzyme that coats the microbe, and then is excreted as a solid. The solid particles are tiny, but can be seen if many of them cluster together. 

It would take about one million microbes to generate a gram of solid gold dust, Lovley said. And gold mine owners may want to use the technology to gather traces of the metal that otherwise would be lost in groundwater, he added. 

==============================================



Friday August 24 2001, 7:43 am Eastern Time

Gold trading quietly, awaits key New York data

LONDON, Aug 24 (Reuters) - Gold continued to trade quietly in Europe in line with small moves on the
foreign exchange markets, traders said on Friday.

The market was also looking to the Commitments of Traders Report (COTR), released later on Friday, to
provide some short-term direction to the market.

Traders said the COMEX COTR, which indicates the long and short positions of speculators on the COMEX, would be critical for the short-term direction of the gold price.

``If, as we expect, the report shows the COMEX-trading speculators to be net-long 4.5 million ounces, then gold looks overbought,'' said UBS Warburg analyst John Reade in a daily report.  However, traders also said bullion had room to move higher if the net position was smaller than expected.

``The net longs of the speculators are not surprising, but what is surprising is the extent of them...by Tuesday there was already a large net long speculative position,'' an analyst at Barclays Capital said.

``And there is every chance the net longs will increase which is not very encouraging news, even though there are net long positions and fund interest and buying, prices haven't really shown any response, so there is an overhang of net long positions,'' he added.

Traders also said that gold prices could slip further still with the euro now looking capped against the dollar.

``We think that the euro is ready to fall against the dollar and this will trigger fund liquidation and we will see prices falling sooner rather than later,'' one trader said.

``Over the next two or three weeks, bullion could fall sharply, possibly taking gold below its previous 20-year low of $252 a troy ounce,'' the analyst at Barclays Capital said.




==============================================

Price of gold 

Publication date: 2002-05-12

Demand for gold, primarily for jewellery, electronics and as an investment, was about 4,000 tonnes a year, industry experts said. 

Gold mines, most of which are in the United States, Canada and South Africa, produce about 2,500 tonnes. 

That left a huge gap that had been filled by central banks selling gold and by the recycling of scrap metal, Mr. Orrell said. 

But in the past few months, most of the large central banks, such as the Central

Bank of Britain, have indicated that they are finished selling their gold reserves, at least for the time being. 

"I don't know of a single big bank that is selling," said Clay Hoes, senior equity analyst at American Express and an expert on the precious metals market. 

The reality is that it takes three to five years to bring a gold mine into production, according to Mr. Hoes. 

So the imbalance could persist for years. 

Not only that, current production levels of existing mines were declining, experts said.

The demand for gold, which had remained basically stable for several years, got an unexpected boost from an unlikely source - the Japanese Government. On April 1, the Government reduced its guarantee on time deposits in Japanese banks. This encouraged small investors to turn their cash into gold. Japan imported 20 tonnes of gold in February, or six times the amount from the same period last year, he said. 

Publication date: 2002-05-12

==============================

Gold imports to Japan show sharp increase 

By Adrienne Roberts

FT.com site; Aug 22, 2002

Japan's gold imports more than doubled to 7 tonnes in July compared with the year before, according to preliminary Ministry of Finance data. This was well above June's 4.6 tonnes but a far cry from the massive 20 tonnes imported in February 20002 as consumers fretted about the safety of their bank deposits.

==============================================

Miners reduced their hedge positions by 365 tonnes or 11.7 million ounces in the first six months of 2002, a survey by J.P. Morgan showed.

The figure represents almost one fifth of all the gold mined in the first half of 2002 and suggests more producers are willing to live or die by market-driven prices.

Hedging -- selling yet unmined gold forward at fixed prices -- is a tactic to lock in revenue and thwart  cyclical downturns in bullion prices. But in a rising market, miners risk being forced to sell their caches below current value.

4.4 COMEX Quantities (Discussion)
mpicache@marketwatch.com Myra P. Saefong, CBS.MarketWatch.com


Comex gold warehouse stocks were unchanged at 1,863,997 ounces as of late Monday (Nov 20, 2000).



Posted on the Internet February 22, 1997 by arden

Comex warehouse stocks are composed of two parts, eligible and registered. 
The numbers can be found on Steve Kaplan's excellent web site or delayed from Bart's prices page. Look under FWN (which is Futures World News). This info is delayed six hours...

As of 2008 August 11:

	Category
	Amount 
(Millions of oz.)
	FNC Comment

	registered (dealer-owned)
	43.3
	Apparently this is the silver which could be exhausted if unexpectedly-many contracts were not rolled over.

	eligible (client-owned)
	59.7
	Presumably this is "safe": it would be oughtright stealing for the COMEX not to deliver this when demanded.

	Total
	103.07
	When this goes below 100 people apparently worry.




.. there are two ways to create a contract. First is to deposit money into brokerage firm as margin, then write a contract (which is a short). There are two classes of these 'writers', hedgers and speculators. Bona fide hedgers have different margin requirements than the speculator because presumably the hedger has the gold around somewhere (inventory, reserves, etc.) while the speculator is only betting on a price decline in the commodity if he writes the contract. 

The other method of creating a contract is to physically deposit gold meeting the specifications of the Comex contracts with a certified Comex warehouse. Then you may write a contract against your deposit. These I believe are the 'eligible' gold deposits, that is eligible to be delivered against a contract. The other form of deposit is 'registered' which I believe is simply gold on deposit in a warehouse with no obligations against it. This may be done for the simple function of security and ease with which to collect 'interest' on the gold by selling a future contract in a flat market. The warehouse charges storage and security fees I believe so its not a free place to leave your gold.


==============================================

Reuters 20050916:

On the Comex exchange in New York, the open interest, which is the number of contracts bought by investors, is more than 320,000 contracts. This equates to about 32.5m ounces of gold or about four years of mine supply.

"We have never seen open interest numbers like this before," said Mr. Gornall. Many of these investors are betting on rising prices. Analysts estimate speculative investors are net long on gold by close to 20m ounces.

Investors have also been big buyers of gold financial products. Streettracks Gold, the gold price tracking fund, has more than 200 tonnes of gold held on deposit on behalf of investors after making its market debut last November. This investor buying is not insignificant as it amounts to about 5 per cent of global gold demand. 

5 Gold Cover for Currencies

Until 1945, the Fed was required to hold gold reserves (or gold certificates issued by the Treasury on its gold reserves) equal to 40% of its notes outstanding and 35% of its deposit liabilities. These requirements were lowered in 1945 to 25% for both notes and deposits. In 1965, the gold reserve requirement for deposits was repealed, leaving only the 25% requirement against currency in circulation, and this requirement was dropped in 1968. Thus, from World War II to shortly before the closing of the gold window in 1971, whenever the gold cover clause threatened to bite, it was progressively relaxed and finally eliminated altogether.

The IMF has a prohibition on member countries linking their currencies to gold.

6 Self-backed Commodity Money

This section will address the (re)introduction of self-backed money where fiat has been in use.  Self-backed money has these attributes:

· it is a physical entity
· its value does not involve counterparty risk
· most instances (e.g. gold coins) are based on a commodity with non-monetary as well as monetary uses
· ……….. 

Emphasis is on gold, but also silver, platinum, and any other monetary metals and PGMs.
Internet search terms are “digital gold” “digital commodity money” “gold money” “physical gold” bimetallism  and others.
6.1 Commodity Money

6.2 Digitized Commodity Money

Search for Digitised commodity money in http://www.ft.com/cms/s/518a0102-9c61-11db-9c9b-0000779e2340.html by Benn Steil (who is director of international economics at the Council on Foreign Relations).

“Digitised commodity money may then be in store for us. Gold banks already exist that allow clients to make and receive digital gold payments -- a form of electronic money, backed by gold in storage -- around the globe. The business has grown significantly in recent years, in tandem with the dollar's decline.

As radical and implausible as it may sound, digitising the earth's 2,500-year experiment with commodity money may ultimately prove far more sustainable than our recent 35-year experiment with monetary sovereignty.

”

See, for example, http://www.e-gold.com/ .
6.3 Mexico and Hugo Salinas Price
Hugo Salinas Price is making a creditable attempt to reintroduce silver coinage to Mexico.  http://www.plata.com.mx/plata/plata/english.htm 
7 Gold Price Participation
This section addresses the ways people participate very directly in the price of gold.    Less-than-pure-play or aggregative possibilities such as the following are not the focus of this section.

· shares of diversified companies.
 
· gold, gold/silver, and precious metals mining ETFs.
· gold, gold/silver, and precious metals mining mutual funds.
This Wikipedia page section, Gold as an investment - Investment Vehicles , covers somewhat the same material as this gold price participation section.

7.1 Gold Ownership

 This section tries to describe all the ways one can own gold as a money-like asset.   Silver and other monetary metals are also occasionally mentioned.

Other sources on the same subject are:

· A free report offered by galmarley.com that “covers futures, bars, coins, mining shares, gold backed securities, pool accounts etc.”.
· An appendix below contains Wexford Capital Management’s very nice comparison of BULLION Ownership Forms.  They rank PHYSICAL 118, Certificate from Depository 104, Mining Stocks 94, Bullion ETFs 87.
7.1.1 Possession /Custody (in Addition to Ownership)
To take delivery is to acquire legal ownership.  To take possession is to assume custody.  Paper ‘ownership’ vehicles involve the risk that the entity offering the ‘paper’ may in some way default on the agreement.  Having ‘the physical’ replaces this risk with the risk that you as custodian may default on you the owner. 

With a dealer, get your gold as quickly as possible. Checks need several days to clear, money orders need less time and bank wires are immediate; you can always insist on next-day shipment when you send a bank wire.
7.1.2 Storage

Storage can be at home, at an institution, or internationally.  London, Switzerland, Dubai, and the Philippines are recommended.
See also international gold laws.

Storing gold costs about 0.1 to 0.15 percentage point annually, while for aluminum the figure might be 10 percent.

The 2009 Casey Research report The Gold Storage Solution: SWITZERLAND provides trustworthy information on gold storage.  Also here.
The Solari Special Report on Options for storing Precious Metals is a valuable and very trustworthy source.  In particular, it discusses “some examples of precious metals storage facilities
”:

· GoldMoney

· VIA MAT International

· Bullion Management Group

· Perth Mint

· Delaware Depository Service Company

· GoldSilverVault.com

· Security Center
7.1.2.1 Safe Deposit Box

7.1.2.1.1 Footnote on Storing your Bullion in a US Safe Deposit Box

"All safe deposit boxes in banks or financial institutions have been sealed ..."  - from FDR's announcement of gold confiscation, March 9, 1933.
7.1.2.2 Depository

	Security Center, 147 Carondelet Street, New Orleans
	504-522-1254
	Blanchard & Co is “right down the street”

	Brinks
	
	

	HSBC
	
	“They are one of the very few that allocate your gold to you and provide serial numbers.”

	Delaware Depository
	http://www.delawaredepository.com/ 
	

	
	
	


7.1.2.2.1 Depositories

A Depository is business entity owning one or more vaults used primarily to store other’s bullion in allocated and possibly unallocated form. That is, it provides professional insured storage.  It may have arrangements to accept custody on purchase and to avoid re-assay upon sale.  For example, there are 4 authorized depositories for COMEX silver: the Delaware Depository, Brinks, Scotia Mocatta, and HSBC.
7.1.2.2.1.1 Delaware Depository

Bix Wier: Delaware Depository currently  [2008?] holds 9% of COMEX silver inventory and is owned by FideliTrade which from their website "comprises the former precious metals investor service operations of Wilmington Trust Company, Citibank, Bank of America, Bank of Delaware and Sunshine Mining Company". Although not a big holder of metal, the fact that the Delaware Depository is registered as a Delaware Corporation could give great tax shelters to corporations holding silver there. This is all well and good but the only time I see Bank of America’s name in the silver world is when they are delivering large chunks of physical silver on the COMEX  (for example on 11/28/08 they were called to deliver 2,000 contracts or 10,000,000 oz!) Is it a coincidence that 10M oz equates to almost all of the silver in "their" warehouse? Maybe, maybe not but clearly a large, physical silver, long position was called for delivery and Bank of America was named as the counter party (short) to deliver.

7.1.2.2.1.2 First State Depository Company, LLC 

First State Depository Company, LLC  http://www.firststatedepository.com/ is self-described as a professionally managed, private depository company offering a full range of specialized certified coin and precious metals custody, shipping and accounting services to both commercial and individual participants in the rare coin and precious metals markets.  See mention by ‘Dave in Denver’ below.  Telephone 302 765 2760.

7.1.2.2.1.3 HSBC

Bix Weir: HSBC currently  [2008?] claims to hold 78M oz or 61% of COMEX silver in inventory.  HSBC holds the mother load of physical silver at the COMEX approved warehouses. HSBC! Where do I start with these guys?! Just run a Google search on “HSBC Conspiracy” and you can start to connect the dots. Or you go to the best source IN THE WORLD for the history of gold/silver market manipulation .... LemetropoleCafe.com! I ran a search in the Cafe search function of "HSBC" and found HUNDREDS of entries where HSBC was either involved in blatant manipulation, suspected of manipulation and even had employees ADMITTING manipulation going all the way back to 10/10/2000. Are we supposed to believe that HSBC is not lying when they report silver inventories of 78M oz in THEIR warehouse? If you believe in silver market manipulation you need to understand that the operation is global in scope and includes EVERYONE in the silver metal complex that could influence the operation. If you believe that HSBC is in on the manipulation operation you must seriously question their honesty in silver warehouse reporting.

7.1.2.2.1.4 Scotia Mocatta

Bix Weir: Scotia Mocatta currently [2008?] claims to hold 29.6M oz or 23% of COMEX silver in inventory. Scotia Mocatta has long been suspected as a MAJOR manipulator by silver analyst Ted Butler (Fighting Back) and for me Ted Butler's work is proof enough that Scotia is one of the "bad guys" in silver....  So why should we believe them when they say they hold almost 30M oz of silver in a warehouse that nobody is allowed to audit except them? And while we’re on that issue, has anyone noticed that the Scotia Mocatta silver depository is located at the JFK Airport? How much of that silver is there or needs to be flown in/out to satisfy the global silver market manipulation machine? How much of that silver, so conveniently located next to the Virgin Airlines cargo loading, is pledged to the silver ETF that JP Morgan is the custodian for in the UK? Why should we believe Scotia Mocatta about anything?  I don't.
See the Jack Fortin comment under the Essays and Interviews section, below.
7.1.2.2.1.5 Brinks

Bix Weir: Brinks currently  [2008?] holds 7% of COMEX silver inventory. At quick glance, Brinks is a legitimate security company without much history of cabal banking ties. I have no reason to assume that Brinks would have any motivation to lie about the amount of physical silver they hold in their warehouse. If I had to hold my physical silver in a COMEX warehouse (which I don't) I would choose Brinks if only for their lack of banking ties.
7.1.2.2.1.6 Idaho Armored Vaults, LLC
See essay, below, by Bob Coleman on the costs of safeguarding precious metals. Idaho Armored asserts that they are unique in being able to diversify storage of your metal across various parts of the world. See  www.goldsilvervault.com .

7.1.2.2.1.7 Hong Kong

As of early 2010, Hong Kong has removed gold reserves from depositories in London where it has been held in custodial accounts. The new Hong Kong facility enables Asian nations to store gold bullion closer to home, making for a direct challenge to London. The new high security depository is built at their Chek Lap Kok Airport, a 3660-sqft depository.
7.1.2.3 Keeping your Bullion at a Depository

For a nice discussion of How to Buy (and Sell) Certified Exchange Bullion using Warehouse Depository Receipts see this.  See also the Mark O’Byrne Storing Your Bullion Appendix.
7.1.3 Shipment

Brinks Global Services is reportedly a special jewelry/valuables courier service that jewelers use (www.brinks.com ).

Use Emirates Transguard (http://www.dmcc.ae/about_Affiliates_transguard.htm) if your shipment is going to Dubai. - Jennifer Barry jennifer@discountsilverclub.com  www.discountsilverclub.com 

Dunbar in NY (1 305 436 7999 xt 240 and Brinks in NY (1 212 704 5265) have been mentioned as shippers.
7.1.4 Physical Gold

This section applies to precious metals in one’s possession. Topics are: Form, Purity, Assay, Hallmarks, Physical Shipment, …

7.1.4.1 Forms in Which Gold is Held / Exchanged
Gold (if it is not pooled) should have a provenance.  Coins typically have a year and mint identifier.  Gold bars should have a manufacturer
 and a serial number.  A bar should be
· stamped good for delivery LBME

· of a standard weight  (1/10, 1 100, 1000, etc) (COMEX bars are irregular – off by as much as 1 %.)
· 99.5% purity 

This vendor list gives an idea of the range of forms in which gold is held/exchanged:

From California Numismatic Investments on 2009 Nov 8

	THE MOST POPULAR GOLD BULLION
Gem Uncirculated-$2000 Order Free Shipping 
	Our Buy Price
	Our Sell Price

	Eagle US Gold Bullion (1 Oz)
	$1112.00
	$1142.00

	US Gold Buffalo (1 Oz)
	$1122.00
	$1152.00

	US Gold Bullion Eagle (1/2 Oz)
	$568.00
	Out of Stock

	US Gold Bullion Eagle (1/4 Oz)
	$289.00
	Out of Stock

	US Gold Bullion Eagle (1/10 Oz) 
	$126.00
	141.00

	 

	US Buffalo Proof 1 Oz Gold-Box & Certificate
	$1200.00
	$1400.00

	US Eagle Proof 1 Oz Gold-Box & Certificate
	$1625.00
	$1850.00

	 

	Special Presentation Austrian Philharmonic 20 Ounce Gold Bullion Coin With Box & Papers Limited
	$23500.00
	$24100.00

	Austrian Philharmonic Gold Bullion (1 Oz)
	$1112.00
	$1142.00

	Original Tubes (20 coins) of 1/10th oz Philharmonics (.9999) Limited Supply 
	2360.00
	$2540.00

	Australian Kangaroo Gold Bullion (1 Oz)
	$1112.00
	$1142.00

	South African Gold Bullion Krugerrand (1 Oz)
	$1107.00
	$1137.00

	 

	1 Oz Gold Bullion Bar - Pamp Suisse With Cert
	$1096.00
	$1126.00

	100 Gram Gold Bar-Pamp Suisse (3.21 Ozs)
	$3490.00
	$3590.00

	10 Oz Gold Bar - Pamp Suisse With Cert
	$10910.00
	$11210.00

	Kilo Gold Bullion Bar-Pamp Suisse/Cert 32.15 Oz
	$34800.00
	$35800.00

	 

	Austrian/Hungarian 100 Corona (0.98 Gold Oz)
	$1057.00
	$1087.00

	 

	Chinese Panda (1 Gold Oz)
	$1112.00
	$1152.00

	 

	Series 2: Australian Lunar Rat
	Spot + $20
	Spot + $55

	Series 2: Australian Lunar Ox, Mint is Sold Out
	Spot + $20
	Spot + $65

	 

	Series 2: Australian Lunar Tiger 2010
	Spot + $20
	Spot + $55

	 

	Australian Lunar Dragon
	$1450.00
	Out of Stock

	Australian Lunar Horse
	Spot + $50
	Spot + $140

	Australian Lunar Snake
	Spot + $40
	Spot + $110

	 

	Mexican Gold 50 Peso (1.2 Oz Gold)
	$1306.00
	$1346.00

	 

	US $20 Liberty Gold - XF to AU - Our Choice
	$1340.00
	$1420.00

	US $20 St. Gaudens Gold - XF to AU - Our Choice
	$1340.00
	Out of Stock

	 

	British Gold Sovereign Circulated Pre-1933 .235 Oz
	$267.00
	$287.00

	 

	Swiss 20 Franc Choice Brilliant Uncirculated/Hand Selected. Pre-1933 .186 Oz
	$218.00
	$238.00

	French 20 Franc Choice Brilliant Uncirculated/Hand Selected. Pre-1933 .186 Oz
	$218.00
	$238.00


7.1.4.1.1 Bullion Coins

Gold bullion coins usually come in 1 oz, 1/2 oz, 1/4 oz, 1/10 and 1/20 oz. sizes. Most countries have one design that remains constant each year; others have variations each year, and in most cases each coin is dated. A 1/10th oz bullion coin is about the same size as a U.S. dime. A 1 oz. gold bullion coin is about the size of a U.S. half dollar.
http://en.wikipedia.org/wiki/Gold_coins#Bullion_coins 

	Issuer
	Gold Content, troy
	Name
	Fineness
	Notes

	Austria
	1 oz
	Philharmonic
	999.9
	The Phils are a "busy" design, and don't show handling as easily as Maples.

	Mexico
	1 oz
	Onza
	
	

	South Africa
	1 oz
	Krugerrand
	22K
	

	US
	
	American Gold Eagle 
	22K
	American Gold Eagle  buy American Eagles

	Canada
	1 oz

	Maple Leaf
	9999
	

	US
	
	Buffalo
	
	

	Suisse
	10 oz

	PAMP bar
	
	

	Australia
	1 oz
	Kangaroo
	
	

	China
	
	Panda
	
	http://www.pandacollector.com/ 


Don't buy bullion coins that have any rim nicks, scratches, abrasions, chips, or dents or those that appear to be discolored in any way. NEVER! Any knowledgeable buyer will discount coins that have even the slightest damage. 

Steer clear of any coins that have carbon or copper spots. Some gold bullion coins, even those that are in 100% absolutely perfect condition, will have tiny spots visible to the naked eye without magnification. These are natural and are caused by the inclusion of copper into the gold to increase the durability of the planchets (the metal disks) on which the coins are struck. Despite the fact that these spots are natural to gold coins, they are undesirable, and dealers will buy and sell them at a slight discount. Make sure when buying gold bullion coins that you insist on "no spots." Keep in mind a spot is only a problem if you can see it with the naked eye.
7.1.4.1.1.1 Numismatic/Collector Coins

http://en.wikipedia.org/wiki/Gold_coins#Collector_coins . 

The US Double Eagle $20 gold piece, minted from 1849 to 1933 is an example.

The NGC (Numismatic Guaranty Corporation)  http://www.ngccoin.com/poplookup/index.asp  defines the grading standard and  grades these  individual collector coins.
7.1.4.1.1.2 Rounds

Silver rounds are coin-like but are not linked to any currency.  They are denominated only by weight and purity.  Rounds are .9999 silver, while the Eagle is .9993. Check out the program offered through the Northwest Territorial Mint. They offer silver minted directly from the mines of our (Casey Research’s) new company recommendation, Pan American Silver.  Prices start at just $1.50/ounce over spot (minimum order 50). That’s about a third of the current premium for Eagles and Maple Leafs. Shipping and insurance are free, and Northwest has a guaranteed buyback program for their products. You can check it out here.  ( per Casey Research, April 2011.)
7.1.4.1.1.3 Junk Silver

Junk silver refers to circulated, pre-1965 U.S. coins containing 90% silver, and bought in worn, nicked, and scratched condition. Junk silver usually comes in bags of $1,000 face value in any combination of dimes, quarters, and half-dollars. A $1,000 face value bag of junk silver weighs about 65 pounds, and at $35 silver would run $26,526.   Some dealers will sell a $100 face value bag.  Junk silver is a low-cost way to buy silver, with about the same premium as bars. It’s bulky to store and expensive to ship.  Junk silver is perhaps the best option to mitigate the risk that paper money fails to be available or have no purchasing power.
7.1.4.1.2 Bars and Ingots

See Bars and ingots.    
As of 2012, Gold Bars Worldwide has an excellent and massive collection of information about gold bars.  To protect against sudden unavailability, several of these documents are mirrored here.

See LME Good Delivery Bar.  The rules/specifications for these bars are quite detailed, and many old bars held by the USA and the UK apparently fail to meet these rules.  It appears that gold ingots are smaller and made when there’s not enough more to pour another full bar.

"coin expert" James DiGeorgia in 2004 said:
"Private investors buying less than 1,000 ounces of gold should steer clear of these 100-ounce gold bars. And I strongly recommend NEVER buying smaller gold bars, like 1 ounce or less weighted gold bars produced by private mints or refiners. 

Only exchanges regularly trade 100-ounce bars. Most gold dealers, coin dealers and gold brokers don't trade these bars and will discount a bar that large, by 5-7%. 

Second, my personal experience with smaller gold bars has been consistently bad. They sell for a 3%-10% premium over the spot price, which works out to a spread of as much as 20%, which is way too big. "
7.1.4.1.2.1 Swiss PAMP (Produits Artistiques Métaux Précieux ) bar

David Almond almonddavid@yahoo.com replied in 2004:

“a gold bar Mr. DiGeorgia [see coins, above] did not mention, the 1 ounce Swiss PAMP
 bar. He disuades us from "buying smaller gold bars, like 1 ounce or less weighted gold bars produced by private mints or refiners", but the PAMP bars do not fall into this catagory as they are much more recognized and widespread form of bullion piece. I favor them for the following reason: 

1. The premiums are identical to the bullion coins (at least they are at California Numasmatic Investments - www.golddealer.com ).
2. They are 24K gold and I think a reasonable argument can be advanced that PURE gold will be more desirable than impure 22K gold.
3. Each is encased in a sturdy, protective, credit-card size case that entirely protects it from even the slightest scratch. Unless you remove the bar from its case it is simply impossible to scratch even the tiniest bit. This is not the case with the 24K coins.
4. Each bar has a serial number, assay stamp, and a matching serial number on the plastic case. This decreases the odds of being suspected of being counterfeit -- and believe me, when gold gets going conterfeiting will be as popular as with FRN's.
5. The bars are sold as "Misc. bullion" and are therefore untraceable as any particular form of bullion.
6. They are strikingly beautiful and only the Philharmonic comes close in terms of beauty of design.”
In October 209 Harrod’s began selling PAMP gold bullion.
7.1.4.1.2.2 1000 OZ Silver Bars – Taking Delivery (Discussion)

Ted Butler Speaks Sept 23, 2008:

Last week, I made the analogy of buying gas before a hurricane to retail investors, unable to secure desired forms of silver due to unavailability, would increasingly turn to the wholesale industry standard of 1000 oz bars. There are clear signs that is occurring, and I would like to add a postscript and suggestion.

The ideal way to hold 1000 oz bars of silver is through professional storage. While I encourage all who can store silver in personal possession to do so, that doesn’t apply to 1000 oz bars. These bars weigh some 70 lbs., making them very difficult to even lift, to say nothing of shipping for the purpose of purchase or sale. Besides, if one actually takes personal delivery of these bars, please be aware that re-assay will be required at the time of sale, necessitating added expense and perhaps long delay in selling. Any new buyer of such a bar would rightly insist on testing (at the seller’s expense) to insure that the bar wasn’t tampered with. Be forewarned.

The best way to hold these bars is through professional and insured storage. All these bars have specific serial numbers and weights, making it easy to assure there is real silver being stored for you. Hold them in a recognized depository (HSBC, ScotiaMocatta, Brinks. Etc.). They can be sold without delay or re-assay, and you needn’t worry about safety, as silver stored for you is not part of the assets of the depository. Please refer to the many articles I have written on this topic. No need to lug around 70 lbs bars or pay re-assay fees.

Dave in Denver on Sept 24, 2008 notes:

I received several inquiries about how to take delivery of silver from futures brokers. I omitted a very important point ……… It is worth having your bars delivered to a professional storage depository………………..

We use First State Depository for safekeeping the bars we buy for our fund. They are very friendly and the least expensive we've found and they are a block away from one of the Comex depositories:

http://www.firststatedepository.com/ 

7.1.4.1.2.3 COMEX Bars (Discussion)

From: 
Jack Fortin jaxville@telusplanet.net

Date: 
Wednesday, September 06, 2006 11:59 AM

(Jack is a dealer in Calgary, Alberta)

As a bullion trader (gold and silver), I frequently purchase bars and bullion coins from the public. For all recognized silver bullion bars and coins, I pay 100% of the spot price except for 1,000 oz Comex bars. I discount those for two reasons.

The first reason is because they are irregular weights. Typically 1,000 oz bars range from 992 - 1025 troy oz. That is the variance I have seen thus far on the few bars I have handled.

The other reason is that they are a very low demand item because of their size and value. I generally have to sit on the darn things as I have never had a client request them. Folks, including larger silver buyers prefer 100 oz bars.

Typically I discount these items 10-15% from their spot value. Comex silver bars are the cheapest bullion product you can buy. Do not expect top prices when you sell them. You are far better off liquidating your contract and using the funds to buy more desirable products. 1,000 oz bars are only suitable for end users such as industrial consumers.

The most important tool you can have for testing silver is a quality scale. When in doubt about the composition of a bar you can do an acid test or a specific gravity test.

Silver bars which have been hollowed and filled with a base metal are an urban myth. They would be so easy to detect by even a novice. Stick with recognized bars, 100 troy ounces or less. Bars made from extruded silver should be examined (weighed) to ensure they haven't been shaved. This is unlikely at current prices but may be an issue in the future.

Hope this helps

From: 
Jack Fortin jaxville@telusplanet.net

Date: 
Wednesday, September 06, 2006 12:39 PM

Sorry I did not address the issue of gold Comex bars.

Comex gold is the least expensive gold you can buy. I have never handled a Comex gold bar but it is my understanding that they are typically only 99.5% pure and irregular weights. Such bars would be undesirable to most investors. Jewellers would likely turn them down as the ones I deal with prefer to use gold that is at least 99.9% pure or better.

The largest bar I have bought have been kilobars. I was once offered a substantial dory bar but I refused to buy it as the seller could not adequately explain it's source.  A stolen bar of that size would have put me out of business had I bought it.

You are far better off selling your contract and buying tradable bars (1 Kg or less) from recognized producers. Another advantage of doing so is that you can buy privately rather than have your purchase records in Comex dealer hands.

1 oz bullion coins and bars are the best way to hold gold. You should not buy any larger bar than a kilobar unless you have a very good rapport with a bullion dealer. It is likely that if you were to resubmit Comex bars to a different agent than the one you took delivery from, you would have to pay for an assay with an attendant delay in getting your funds.

From: 
Jack Fortin jaxville@telusplanet.net

Date: 
Wednesday, September 06, 2006 01:43 PM

Marj ....

Comex silver bars are typically ~ 1,000 oz as there are five to a contract (5,000 oz). They are about the size of a cinder block and weigh about seventy pounds. The weights vary so value is quoted as per ounce rather than per bar.

The only silver you will ever get for actual spot price is that from the Comex on a contract size lot (5,000 oz) in the form of 1,000 oz bars. The actual price you will pay for delivery will be based on how many oz's your five 1,000 bars add up to. They rarely total exactly 5,000 oz because the bars are not exactly 1,000 oz.

..........

From: 
Jason Michelsen nmrarecoins@yahoo.com

Date: 
Thursday, September 07, 2006 08:57 AM

Good answers, Jack. It's amazing how sloppy the whole COMEX deal is.
Here is the simple test for a hundred ounce bar of silver to detect tampering. Balance it on a couple fingers, and hit it with something hard. It should ring clearly with a tiiiinggggg. If it goes clunk, it has been hollowed and filled with lead. That is rare, because it is hard to get away with. In seven years, I've never had a fake come through the store.

Ten ounce silver bars are the most popular. And for gold, definitely stick with one ounce units, they come in tubes so you can order as many as you want, and are the most efficient for resale.

-J [Jason]
From: 
Jack Fortin jaxville@telusplanet.net

Date: 
Thursday, September 07, 2006 02:13 PM

Good point Jason ...

I had forgotten about the ring test. It's funny how you get a knack for things by handling them on an almost daily basis. I use the silver test acid so rarely that I don't even recall what kind of acid it is.

Although my shop is only a little over two years old, I have been dealing in precious metals for about fifteen years now and making savings in the same for nearly thirty. In that time I have only seen two counterfeit gold coins. One was a Lebanese made sovereign which was made for trade and contained the correct amount of gold. The other was a Kruggerrand which was made out of a base metal then plated.  It wasn't very well made and someone with a modest knowledge of numismatics would have been able to see that it was phoney. I have never seen a phoney silver bar or ever met a dealer/investor who had encountered one. In spite of that, I may have been a bit rash to dismiss the possibility.

I do see plenty of under karated jewellery as well as plated items that are karat marked. Most of the under karated jewellery originates in Europe and the fake stuff is usually brought back by tourists from Caribbean destinations.

As gold and silver prices rise and people begin to become aware of their value, I believe we will see all manner of scams as the weasels come out of the woodwork to take advantage of things. 

The Tulving Co.  http://www.tulving.com/ “advertise the best prices” and they are paying 75 cents over spot for SAE's and $6.00 over spot for 1 oz Gold coins.

7.1.4.1.3 Smaller Pieces of Known Weight

By 2011, wholesale bullion traders in Mumbai had come out with half-a-gram gold coins. Riddhisiddhi Bullion, one of the leading bullion traders and importers in India, launched pieces of gold leaf of 100 miligrams (1/10th of a gram) in February 2011 as a pilot initiative.  In addition, to give buyers the guarantee of genuineness of the yellow metal, traders are also selling these in tamper-proof packages.  Nakoda Bullion, one of the leading bullion traders in Mumbai, has started offering gold coins of half-a-gram.
Traders will buy packaged gold leaf back from holders at the prevailing market rate minus the packaging and labour charges, said a top trader in Mumbai's Zaveri Bazar.

7.1.4.1.4 Gold Dust

7.1.4.1.5 Dory Gold

Dory gold (or gold dore) is semi refined gold from ore or placer.

“Subject: taking a position -- taking posession of the physical

From: Roger
Date: Thursday, March 08, 2007 03:35 AM

A client has asked me where he can find a buyer for bars of bullion which he is receiving from Papua New Guinea.

The bars are around 90-95% pure gold (The gold is real alright, we had it assayed and it was just over 900/1000.).  The refineries I spoke with said they only refine for companies, no individuals, and then only if the holder of the bullion can produce proof of ownership and a certificate of country of origin - very odd.

I am personally not interested in anything not already refined and stamped good for delivery LBME”

“From: Jason Michelsen  nmrarecoins@yahoo.com

Try Dillon Gage in Texas.

Or there's another in Barstow, Cali. I forget the name.

A refinery would be the best bet, but there will be a time delay.”
“From:    
  Jack Fortin  jaxville@telusplanet.net

Date: 
Saturday, March 10, 2007 12:57 PM

The issue with larger amounts of dory gold ( semi refined gold from ore or placer ) is that some jurisdictions are aggressive in claiming royalties. 

Dory bars that are 90%+ suggests the source is very fine placer. 

The refiner you contacted may be responsible for documenting the source for the local tax and licensing authorities , hence the issues you mention .

If your assay came back at 0.916 (a proper fire assay should easily return this accuracy ), I would be very cautious about the source as it is likely either coin or jewellery stock.  22K jewellery is very popular in South East Asia.

If your friend has the means to ship or transport the gold to Canada I would recommend Technic.  They have offices in Vancouver and Toronto.  They are RCM agents and charge $150 Cdn plus 1% of the assay ( done by RCM ). 

You can elect to be paid in cash or recognized RCM bars for modest bar fees as well.  (604-270-8778 ).”
7.1.4.1.6 Buckshot

Jewelers and industrial consumers buy silver mostly in buck shot form.
7.1.4.1.7 Gold Jewelry

 March 05, 2004

The last time investment demand exceeded jewelry fabrication demand was in 1981. 

Over half of the gold ever mined currently resides in the form of jewelry.  As each year passes, this percentage increases.

We need to differentiate between the two basic forms of jewelry demand:

(1) Investment grade jewelry

(2) Fashion jewelry

In the Middle and Far East, where financial and banking are not fully developed or universally available, gold takes the form of high carat, heavy jewelry.  Sold at a low markup it can easily be turned into bullion.

In the more affluent Western countries, it is more often low carat, high design and high margin fashion jewelry.  Demand for this type of jewelry is more income related than it is price sensitive.  Demand for “fashion jewelry” is highly sensitive to the business economic cycle, increasing as the economy expands and decreasing as it declines.

Overall jewelry demand dwarfs retail investment by a factor of 8 to 1. 

The majority of scrap bullion sold comes from jewelry.  Scrap sales increase as the bullion price rises or when economic adversity sets in.  When the price of gold increases in local currency terms there tends to be an increase in the amount of old jewelry tendered for scrap.  The peak year for scrap sales occurred during the 1997 / 1998 Asian financial crisis, whereas the 2001 / 2002 increase was mostly due to profit taking as the gold price increased.  In 1979, more gold jewelry was sold for scrap than new gold jewelry was fabricated.

Even in India, the perennial gold importer, over 1,200 tons were exported in the 1930’s due to famine induced selling and to the official increase in the gold price from $20.67 to $35.00.

Most of the increase in demand for gold comes from extremely price sensitive markets, such as the Middle East and the Indian Sub Continent.  The typical investor there, unlike his counterpart in the West, is far more rational and invests for the long haul.  They tend to buy when prices are low and sell when prices are high, which is the reverse of many Western short-term momentum traders.

As developing countries prosper and urbanize, they tend to switch towards Western style fashion jewelry. 

In rural India, it is regarded as the property of women; a haven against divorce or widowhood. Two-thirds of Indian gold is held in rural India.

Eleven years ago, when India deregulated the gold trade, consumption began to climb from 200 tons per annum to 900 tons in 2003. 

Today, China consumes an average 0.02 grams per capita, the same as India before gold was deregulated. Over 90% of Chinese gold purchases go towards jewelry, for which demand is growing at over 15% per annum.

Goldfields Minerals Services estimates that private investors own 15% of the above-ground stock of gold (exclusive of jewelry), with the fastest growth occurring in the Eastern Asian developing countries. GMS also estimates that from 1993 to 2000 retail investment accounted for a mere 7% of total gold demand.

As developing countries grow and prosper, they increase the long-term demand for gold jewelry. Despite this reality, most gold writers discuss gold as an alternative currency or a hedge against adversity. In essence, the long-term growth in demand for gold is tied to increased prosperity and economic growth on a worldwide basis. Concentrating solely on the investment or currency aspects of gold is akin to analyzing the demand for diesel fuel by measuring bus consumption only and ignoring trucks.

The reality of these trends is that as investment demand for bullion increases, jewelry demand decreases and vice versa. 

Thus, we have a “pendulum demand / supply” behavior. 

When we adjust for currency changes, hedging and de-hedging, we end up with a stable, long-term “staircase style” upward secular trend projection for gold bullion over the next decade.

Reg Ogden

Canaccord Capital Corporation

7.1.4.1.8 Relative merits of various forms

Web posted at: 3/12/2006 1:40:6

Source ::: The Peninsula

[Doha, Quatar]

Doha: Demand for 10 and 20-gram pure gold bars remains high in Doha despite increasing prices.  Asian expatriates are large buyers of small bars while locals mostly prefer jewellery made from 18, 21 and 22-carat gold.  In the past four years the prices of the yellow metal have doubled from QR3,700-QR3,800 to QR7,600 per 10-tola bar (116.64 gms).  Increasing oil prices in the global markets and continuing uncertainties are mainly responsible for pushing gold prices up.  Gold coins from one gram to 41.7 grams are available but in Qatar more popular are coins of two, four and eight grams. There are coins of 18, 36 and 40 grams as well.  The difference between coins and bars is that while the former are made of 21 and 22-carat gold only, bars are of pure gold.  The smaller a coin or a bar is the costlier it is due to making charges, according to Muzammel Hanif, vice-president of Al Fardan Exchange, which also sells bullion.  For example, one kilogram of gold bar costs QR65,240 in the local market, but the price of a 10-gram bar is QR675.  A 20-gram bar costs QR1, 330, a little cheaper.  The biggest bar is of 400 ounces or 12.5 kilograms but this is used mainly in trading between banks.  Bars of 2.5, five, 50, an ounce (31.1035 grams), half ounce, and even 100 grams are available.  Swiss bars are more popular, while British coins, known as George Sovereign, are more in vogue.  Indians and Pakistanis buy small bars mostly for use in jewellery at home or to sell to make small profits due to the difference between the price here and at home, says Muzammel Hanif.  Police permission is a must if one wishes to sell gold in Qatar. The police normally give a written permission even if a buyer has lost invoice since they use the logic that thieves would not approach them for permission to sell stolen gold. 

Jason Hommel on 20070801 said: “For those with the means to buy a lot of silver, 1000-oz. bars are a good way to go.  They weigh about 70 pounds and with the best hallmarks are very liquid.  For less affluent buyers, 100-oz. sized bars of .999 fineness, also with quality hallmarks, are an excellent choice, as are the one-ounce rounds from various producers, and 90% pre 1965 dated U.S. dimes, quarters, and halves.  I'd avoid the 1-oz. American Eagles because of today's high premium required to buy them.”

200602 Someone's opinion:

"The best way to buy silver is to buy 90% silver coins: pre-1964. Take delivery. The sack of coins weighs over 56 pounds. Get them divided into two bags. I recommend dimes: more transactions per bag. But it doesn't matter that much unless there is a complete monetary breakdown.

Gold coins are far more versatile. That is because they are worth more per unit of weight and volume. They are easier to hide. They are easier to move across a border.

You can buy bullion and store it at GoldMoney (London) or (cheaper) at Kitco. Your bullion is pooled at Kitco. It is allocated in your name at GoldMoney. …”

200805 Someone's opinion:

Bill,

I'm a big proponent of junk silver, and I tell people if they own no other silver, the first and most important purchase is a big bag of dimes. Even though a lot of them will have FDR on the front, consider the irony that his face on a silver coin is at least as amusing as Andrew Jackson's mug on paper currency is infuriating. …
From the 1850's to 1964, dimes, quarters, and halves contained .72 ounces of silver per $1 of face value…

Actually, in trading them as bullion, the rule of thumb for circulated dimes, quarters, and halves is to treat them as .715 ounces per dollar of face value. ….

….perhaps "Coin(ed) Money" might take on as much as a 40% premium to spot because of its relative scarcity and utility as a means of exchange…..
…
Doug
2004 "coin expert" James DiGeorgia:

said:

Don't buy numismatic coins.  Don’t buy "rare date" bullion coins. 

You should stick with the five most commonly traded gold bullion coins in the world! 

1. Krugerrand (The South African government produces small-weighted coins in addition to the 1-ounce standard.)
2. Maple Leaf

3. Kangaroo

4. Panda

5. American Gold Eagle  buy American Eagles
Silver expert Jason Hommell on 20070801 said “As many of you know, I do NOT recommend buying any sort of numismatic coins for investment purposes.”.

7.1.4.1.8.1 Bullion versus Numismatic Coins

The bullion versus numismatic issue goes back to the Roosevelt confiscation.
  See, e.g., here ,  http://www.the-moneychanger.com/numismatic_files/coin_con.phtml ,

http://www.the-moneychanger.com/numismatic_files/numismatic.phtml   . 

7.1.4.2 Purity

See this table.

COMEX Comex 1000 ounces silver bars are .999 purity.

Silver bars made by Ohio Precious Metals, Jackson, Ohio, are .9995 purity.
Canadian Maple Leafs have been made in .999, .9995, and .9999  purity.

7.1.4.3 Assay

7.1.4.4 Hallmarks

7.1.4.4.1  Brands of Small Bars

As an indication of Preferred Refiners of Bars we can use this.  In a March 2014 Survey, GoldMoney asked:

What brand of small bars would you be most interested in? Please choose up to three.   

· Argor-Heraeus

· Englehard

· Johnson Matthey

· Metalor

· PAMP

· RCM

· Umicore

· Valcambi

· Unsure

· Other (please specify)
7.1.4.5 Delivery Process For Comex Gold
7.1.4.6 Taking Delivery of a Futures Contract (Discussion)

Actually taking delivery of futures contracts is not as difficult as it sounds. One does not have to literally prepare to receive 5,000 ounces of silver. When you take 'delivery' you will receive a warehouse contract from the warehouse in which your five 1000 ounce bars are stored. (The actual weight of each bar will likely be somewhat less or more than 1000 ounces. You will pay for the 'delivery' to you based on the actual weights of the five bars). The warehouse receipt will have spaces on the back showing the names of the party who owned it before you and the signatures for each prior sale. The receipt will also have a serial number identifying each bar which is held in your name.

Each month that you own the bars you will receive a storage bill from the entity who is storing your silver. The current insurance premium is approximately $30 per month for one contract (five bars). While $360 dollars a year for storage may seem a little pricey, you are in fact holding an investment currently worth $65,000 (and recently worth $105,000). The entity holding your silver will be someone like HSBC, Scotia Mocatta, Brinks or one of the other Comex certified warehouses

I realize most cafe members may not have $65,000 of currently liquid assets. However, I would point out the difference between taking delivery as opposed to current investments in either a silver or a gold ETF. When you take delivery the silver is YOURS. In an ETF you don't own silver and you won't have access to silver when the price goes parabolic. You are also exposed to the multitude of fine print associated with the ETFs. Lastly, if Ted Butler is correct, putting your money in an ETF may be assisting the Cartel to keep the pressure on paper prices. (He asserts that the ETFs are engaged in naked shorting of their own shares).

The timing is right if you are interested in taking delivery. The last trading day for September silver is one week from today, August 27th. Delivery notices will begin the end of next week.

I do not know whether all futures brokers will allow clients to take delivery as it involves considerably more effort on their part than simply closing out a contract with a key stroke or two. However, I do know that Cannon Trading, based in California, will arrange for you to take delivery. I have worked with John Thorpe there for approximately five years. Their number is 1-800-454-9572. John is there from approximately 8:30 to 3:00 eastern time.

Just be sure to make clear that you are buying a future contract with the probable intent of standing for delivery and John will explain any questions you may have.

Where else can you buy 5,000 ounces of silver today for $13 an ounce?

Kevin

======================

Greg Chase to me Aug 20, 2008 

It is the most efficient way to get a bunch of silver (or whatever commodity).  It is a learning process to take delivery, but in the end other than the simple mechanics the takeaway is fairly simple: You realize that yes, in fact futures contracts are convertible through inaction into the real thing.  You'll realize that some small group of people of [are] very proficient in this and actually handle or deed over etc. the actual silver and won't bend over backwards trying to get you not to as part of a silver cartel.  They'll just be slightly annoyed at the trivial size of the transaction.  A little bit like the demystification of the Wizard of Oz.  I think it's a good idea.  You'll end up with a few bars of silver and I would guess somewhat less in the way of conspiracy theories.  Or, possibly, no silver and facts to back these theories (I know they are not necessarily yours but you've taken such an interest in them that you can't disown it all).

Either way, it will be fun.  I'd give Interactive Brokers a call.  They won't advertise the ability to take delivery--it's an annoyance for all involved--but I'd be very surprised if they won't do it.  Possibly they restrict it to institutional rather than individual clients, though.

========================

From Dave in Denver…

Someone wrote in tonight that to take delivery of silver you need to buy the Comex 5000 oz. contract. In fact, the CBOT mini-silver contract is 1000 oz. contract with which you can take delivery. The key is finding a futures firm which will allow delivery and they usually require you to fund the delivery one day prior to first-notice day and then it takes up to a month after that to get your delivery. But it's a hell of a lot cheaper than buying 1000 oz Comex-deliverable bars from dealers, which charge a minimum of 59 cents/oz. over spot, or $590 per bar.

***

For assistance in taking delivery contact Dave at weimsrule@comcast.net.
7.1.5 Exchange-Traded Securities for Physical Gold Assets

There are an increasing number of Gold exchange-traded funds (or GETFs). This WikiPedia article defines and enumerates them.  CEF and GTU are the two favored by gold bugs like Bill Murphy.   PHAU is becoming attractive in 2011 for its more secure allocated-bar approach.
Several things are done by these funds to reassure holders that they have a share of the metal and not some derivative thereof.  Annual audits, bar lists, claims to eschew futures trading, descriptions of storage facilities and the like are mentioned below as appropriate.

There are also many precious-metals ETFs.  Those traded on various European exchanges are listed here. 

7.1.5.1 Sprott Physical Gold Trust

Jim Willie:

On February 26th 2010, Sprott Physical Gold Trust (symbol: PHYS) began trading on the New

York Stock Exchange. The fund also applied for listing on the Toronto Stock Exchange under the symbol PHY. The fund will be managed by Toronto-based Sprott Asset
Mgmt and will store its gold at the Royal Canadian Mint. Sprott has a high integrity business operation plan, fully disclosed, fully available. His competitors do not. Unit holders will have the ability on a monthly basis to redeem their units for physical gold bullion in a minimum of one bar of weight 350 to 430 troy ounces. PHYS expects to have expenses capped at 0.65%, making it more expensive than its major competitors.  The founder Eric Sprott, CEO of Sprott Asset Mgmt, purchased 8 million units of the new fund as part of the IPO. See the Invest With an Edge article (CLICK HERE).
The three principal competitors to PHYS are SPDR Gold Shares (GLD), iShares COMEX Gold Trust (IAU), and ETFS Physical Swiss Gold Shares (SGOL). 

“The Sprott competition from GLD is totally corrupt to the core, a phrase that is actually an under-statement. The SPDR Gold Shares hand over gold bullion to the London and COMEX exchanges to satisfy delivery. The GLD shares are used increasingly to offset and satisfy short gold futures contracts, to retire them. So GLD shares sit within the COMEX mountain, melted down in a manner of speaking. The IAU and SGOL routinely cooperate also with the Powerz, but to a lesser extent. Sprott bought a sizeable tonnage of gold while paying a 4.85% premium. Either he bought off market and was lucky to get his hands on such an amount of physical, or he procured the metal in the same manner at the Central Exchange
Fund (CEF) of Canada. They use a 'Price Lock' on the actual physical, subject to a possible wait of a few months for actual delivery.”

7.1.5.2 Central Fund of Canada (CEF) ++++

CEF is Gold/Silver is 1/50 by weight.   It is 1/1 by value. http://www.centralfund.com/ http://www.centralfund.com/links_and_related_sites.htm 

From Jack Fortin jaxville@telusplanet.net on 2007 April 28

I am not sure whether or not folks in America can buy Central Fund of Canada
 [Yes, they can.] but it is one of my largest retirement account holdings. Whenever I take profits from other shares in that account, I always put a portion of my funds into it. They hold silver and gold at about 50:1 and do not lend or encumber their metal. Nothing glamorous but a real proxy without the melodrama or shady issues. Your shares will be traded for fiat as they have no redemption in specie at this time.

Management is accessible and the metal is stored in Calgary Alberta. They typically trade at a modest premium over book value but if I recall correctly, they have traded at a discount in the past. 

It is probably one of the few shares you won't have to worry about naked shorting or other such intrigue. Check them out and do your own DD. 

And from Jack on 2008 Jan 4

I have held CEF with confidence for almost ten years now. Mr Spicer (CEO) is accessible and will answer queries. They do not lend any or their bullion nor is it encumbered in any way. ... They have been buying silver at a fifty to one ratio to gold and I like that exposure since I have enough gold but silver is a pain in the ass to store.  Whenever they dilute, the vast majority of funds go to the acquisition of more bullion. It's actually my only holding that makes me happy to hear they are diluting.  It means that gold or silver is really taken out of the market.  I suspect that the mainstream ETF's are little more than a scheme to sidetrack folks who would otherwise buy physical.

  Hope this helps  Jack Fortin
CEF is a closed-end fund and therefore may not trade at its net asset value.  The CEF Premium/Discount History can be found here. Chart Below.
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7.1.5.3 Central Gold-Trust (GTU) +++

CENTRAL GOLD-TRUST provides a convenient low-cost method for investing in pure, refined gold bullion in international banker bar form.  John Embry is Co-Chairman & Trustee.  
Trading Symbols:   AMEX: GTU TSX - Cdn.$: GTU.UN;     TSX - U.S.$: GTU.U
GTU is a closed-end fund and therefore may not trade at its net asset value.  The GTU Premium/Discount History can be found here.  Chart below.
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7.1.5.4 Zürcher Kantonalbank (ZKB) Gold ETF

The Zürcher Kantonalbank (Zurich Cantonal Bank, ZKB) is the third-largest bank in Switzerland and is allegedly state-owned.
http://www.zkb.ch/zkb/kontakt/div/index.html auf Deutsch

The ZKB Gold ETF was launched on 15 March 2006 and is listed in Switzerland (SWX). 

SHARES ARE SOLD IN 1 KG GOLD UNITS, WITH A MINIMUM PURCHASE OF ONE UNIT. 

As of January 2007, ZKB Gold ETF held 1.53 tonnes of gold in storage.

ZKB offers 3 other ETF's on the precious metals.  Those are the only ETF's which offer you to participate in these metals and at the same time are physically deliverable if wanted. That is a big difference to the existing ones that only track the metal prices but are not physically available to you. 

A contact is Mr. Holzer from ZKB in Zurich ++41 44 393 66 97.

Reportedly not available to US citizens.

20080128 MIDAS posting:

Anecdotal input on silver:

I have now a very big problem, and I think this what I will tell you now is really bad news:

I friend of mine wanted to buy 400 kg physical silver in ZKB (Zürcher Kantonalbank, http://www.zkb.ch/). We gave the buying order, and actually we thought we bought it, because we were told we can come and get it the next day. A few hours later, they called us, and the responsible banker told us, that the banks cancelled the order. I was shocked. As we asked what the reason was, he told us, that the bank refuses to sell to us physical silver. He told us we can buy an ETF or a PM-Account, but he does not want to sell to us physical, as that would be uninteresting for the bank. He told us that if the bank sold us physical, they would not earn enough, so they are not interested, and they refuse to sell. I was very angry and told him how can you refuse a service that the bank has, if it is not profitable for the bank, why the bank has then the service.

But no chance. I am still shocked, and we will try now today to find another bank willing to sell that amount physical, maybe UBS, although UBS is more expensive.

The question now is, why ZKB refuses to sell physical silver, is it because there is no physical silver anymore and they can not get that amount, or do their bankers have the order to refuse physical silver selling because of cartel-decision to do so, or is it only what the banker said to us, that they have no interest in this customer who wants just physical silver and nothing else.

Anyway, very strange, and I hope we can get it elsewhere. I have a friend who says the physical silver market will dry up in the very next weeks, and gold soon to. I really hope we can get our silver. That is really bad what happens now, it is really not fair from ZKB to refuse to selling physical silver to us. My friend has been a good customer of this bank many years.
Stamos

Hi Bill,

We managed now to buy silver from ZKB. I threatened the banker with calling my lawyer in. That was Friday, then on Monday as we met for a discussion of the case, he suddenly backed down… On the very next day, on Tuesday, they sold us our 408 kg physical silver.
I think now the tactics they use are clear: they first try to avoid any selling of physical silver under any circumstances. If somebody insists however, then they will sell to avoid getting into trouble. For those who do not know ZKB, it is important to know that this bank is not totally private. It is partly owned by the swiss canton Zürich and partly privately. Therefore the name Kantonal Bank. Each canton in Switzerland has a cantonal bank. These banks have a mandate by swiss law, to serve the nations people with bank services, and to serve also the low-income people. It has a mandate, that it should also offer services that are not very profitable for the bank, but are a necessity of the swiss folk. The mandate clearly states, that therefore, the cantonal banks have profitability not as the first and only ambition, but have to supply all of the swiss and especially the low-income swiss with the needed banking services.

Therefore, it is quite difficult for the ZKB to refuse selling silver. So for anybody with the same problems at ZKB, just INSIST, and then it works.

The sad thing is, that they know at ZKB that surely from 100 people only 1 will insist. So I’m sure that what they do works for them.

Stamos
7.1.5.5 iShares COMEX Gold Trust (IAU)

Like GLD, shares of IAU are backed by physical gold, with one share representing 1/10 th of a troy ounce of gold. As with GLD, that gold is stored in a vault, and will be sold off to pay the fund’s expenses. Both funds have an expense ratio of 40 basis points a year. 

The differences between the funds are small: 

· IAU creation baskets are 50,000 shares, as opposed to 100,000 shares for GLD; 

· IAU will accept delivery of gold bars that either meet the London Good Delivery Standard or satisfy the requirements to be delivered in settlement of a COMEX gold futures contract, whereas GLD only accepts London Good Delivery bars; and, 

· IAU calculates its daily NAV based on the announced COMEX settlement price for the spot month gold futures contract; GLD uses the London PM Fix price. 

There is a heated debate among insiders regarding the use of futures as a pricing standard and the acceptance of two different delivery standards. For most investors, however, those questions will not amount to much. What’s important is that both ETFs provide direct access to gold bullion with the same low 0.40 percent expense ratio.

7.1.5.6 streetTracks Gold Trust (GLD)

See discussion above for IAU.

Among other options, gold ownership can be via 

1. an entity offering user accounts which purports to represent ownership of gold ounces 

2. an entity issuing exchange traded shares whose price fluctuates like gold because the ownership or liquidation of these shares would result primarily in ownership or liquidation of physical gold
3. a stock whose net asset value per share is measured in ounces of gold

GLD falls in category 2.  

These ownership vehicles must allay suspicion that only a fraction of its gold ounce ‘deposits’ are in its possession unencumbered (in its ‘reserves’) while the remaining fraction can only achieve this status through unwinding of some number of counterparty obligations or through purchase of physical gold at a market price.

To allay suspicion (provide transparency), streetTracks Gold Trust maintains a web page with pictures of stacks of warehoused gold bars.  More importantly, the page gives access to their bar list, which is updated weekly. 

In May 2008 the brands in the streetTRACKS barlist were:

AGR MATTHEY

AGR-PERTH

ANGLOASH

BKNAT-ROM

BOLIDEN-SW

CCCP

HERAEUSG

HOBOKENB

JMBRAM 

JMC-UK

JMI-SLC

KRAS

METALOR HK

METPEN-M

MITSUB-J

MORRO-BR

NA-G

NOVOSIBIRSK

PRIOKSKY

RCM-C

RR-SA

VALCAMBI
See: http://www.streettracksgoldshares.com/sites/us/value/  .

In July 2009 suspicion continues that GLD holdings are not 100% unencumbered physical bullion in the same sense as your ‘gold’ at GoldMoney, BullionVault, or GTU.

See for example these notes to Bill Murphy of le Metropole café:

July 21, 2009

A fellow Café member:

Greenlight Capital

Well I tried, 

I emailed David Einhorn of Greenlight Capital to get some clarification on the switch from GLD to bullion 

(Did Greenlight simply redeem its GLD shares for bullion from GLD, or did Greenlight sell its GLD shares and procure the bullion from a source other than GLD?).

He's a gentleman and he did reply.

Alas, he said:

"We didn’t discuss the transaction at that level of detail (and don’t plan to)."

***

July 23 2009

Hi Bill

This is the first time I've seen the GLD holdings decline while the price of gold is rising.

Ever since the Greenlight Fund said they were swapping from paper gold to 'real' physical gold there's been a steady sell off in GLD holdings.

· According to TickerSpy, since Greenlight announced their change the following funds have sold out of GLD:

· Augustine Asset Management - 1.9m

· Churchill Management Group - 0.4m

· CI Investments - 424.7m

· Manley Asset Management - 1.1m

· Pate Capital Partners - 4.54m

· TD Securities - 2.0m

· United Financial - 7.1m

I can only presume that the investors in GLD are starting to wise up as to what they are holding.

Cheers Nick
See also this open directory 
with various available pdf files.

A January 2011 discussion, Who is Draining GLD, provides insight into GLD.
7.1.6 Brokers, Dealers, Gold Accounts

7.1.6.1 GoldMoney +++++

James Turk started GoldMoney, http://goldmoney.com/ , on the channel island of Jersey in 2001. 

You hold goldgrams and circulate them as warehouse receipts. GoldMoney is like online banking, but your account is denominated in goldgrams and mils, not dollars and cents. Each GoldMoney goldgram® or (silver) ounce you own is in allocated storage in a specialised bullion vault either near London or Zurich, and is insured through a policy underwritten at Lloyd's of London. Storage for up to 50,000 goldgrams is 0.18% per year.  It is about 5 times as much, for silver.  The charges for exchanges between two currencies and for currency to goldgrams discourage frequent trading.
  Once you have enough goldgrams in a vault, you will be able to select a gold bar from a list for registration. By registering a gold bar, you will be given direct ownership of that specific bar and may then arrange to take delivery of the bar or simply leave it in the vault knowing that it is being held on your behalf.
Audit: The specific LBMA bar IDs and weights of gold/silver at London/Zurich are tabulated quarterly with auditor’s statement here: http://goldmoney.com/en/bar-count.html .

7.1.6.2 BullionVault +++++

Bullion Vault http://www.bullionvault.com/ 

You can buy gold here today. You will own proven, pure gold grams of approved bullion market gold bars

Bullion Vault’s audit is described here: http://www.bullionvault.com/help/index.do?content=see_audit_q.html .  It appears to be even better than GoldMoney.  Bar list is published daily, with item number (e.g., G 262902) and weight is here: http://www.bullionvault.com/audit.do .  http://www.bullionvault.com/help/index.do?content=see_audit_q.html Every business day we publish this bar list on the BullionVault website, and we also publish our custody lists daily - but with alias names which users can recognise for themselves while they remain completely useless and meaningless to everyone else.
Bypass gold dealers – buying gold bullion directly on a gold exchange gets you a far better gold price
Store the gold you buy in the Brinks vault of your choice: in New York, London or Zurich
See also the section below “Paul Tustain of BullionVault on Taking Posession”.

From the web site: “All BullionVault gold has been allocated, and your BullionVault gold is allocated whether or not you have a reserved bar. Reserved bars offer the additional protection of a public declaration that a specific bar belongs to a specific person.”
7.1.6.3 Blanchard ++++

http://www.blanchardonline.com/blanchard_products/bullion.php 

7.1.6.4 Gold Antitrust Action Committee List

See GATA’s Coin And Precious Metals Dealers list. – “Coin and precious metals dealers who have supported GATA and been recommended by our members”
7.1.6.5 Bullion Direct

Reportedly, Bullion Direct is becoming one of the leaders in precious metals.  https://www.bulliondirect.com/nucleo/showProducts.do?cat=Silver_Bullion&category=1 
7.1.6.6 Missouri Coin Company Inc. ++

2007/12/19 Wistar Holt - Online interview with St. Louis Post Dispatch Wistar Holt: “Although we don't invest in these other areas, we do recommend to clients that they purchase gold and silver bullion. Coin dealers like Missouri Coin Company can provide various coins like Kruggerands, Canadian Maple Leafs, U.S. Eagles, China Pandas, etc.”
7.1.6.7 GoldDrivers Bullion Store ++

From veteran GATA supporter, Eric Hommelberg…

Hi there Bill and Chris,

Unfortunately I couldn’t make it to the GATA fund raising trip in London due to the workload involved launching our new on-line bullion store which sells Valcambi Suisse Minted Gold Ingots in the 1g – 100g range. The good news however is that our store is on-line now and therefore I would like to take this opportunity to pledge GATA a 100g Valcambi Suisse Minted Ingot (worth about $3000+ dollars). The Valcambi bars are one of world’s most accepted bars and people might know Valcambi as being world’s sole manufacturer of the well known Credit Suisse gold bars. …..

I certainly hope you’ll appreciate this gift and for people interested they can order Valcambi Ingots here at https://www.golddrivers.com/store  . We are certainly one of the cheapest suppliers on the web and all that we sell comes with assay certificate.

All the best,

Eric

ehommelberg@golddrivers.com

http://www.golddrivers.com/ 

Valcambi Suisse is among the most reputable gold refineries in the world and for more than 40 years has been the sole manufacturer of the famous Credit Suisse gold bars. As a result Valcambi bars are accepted throughout the world.  The GoldDrivers Bullion Store is the first Internet retail seller for Valcambi Suisse gold that deals with Valcambi Suisse directly. GoldDrivers offers 999.9-fine gold Valcambi bars from 1 to 1,000 grams, and all come with assay certificates.
7.1.6.8 Jack Fortin ++

Jack Fortin jaxville@telusplanet.net Jack is both a long term member of the Cafe as well as a GATA supporter. His hobby is motorcycling as well as safety training for new riders.  He currently operates a gold and silver exchange in Red Deer, Alberta, Canada. http://www.jaxville.com  4901 48 St
Red Deer, AB, Canada
7.1.6.9 CMI Gold & Silver +

“Headquartered in Phoenix, Arizona, CMI Gold & Silver Inc. is one of the oldest gold and silver dealers in the United States and has played a major role in introducing investors to the gold and silver markets.”  Gene Arensberg’s Got Gold Report says “If one needs to liquidate metal or acquire metal they are our preferred and trusted source.”   http://www.cmi-gold-silver.com/buy-sell-gold-silver.html 
7.1.6.10 A-Mark Precious Metals

A-Mark is the North American distributor of the the Gold Kinebar™,incorporating the unique patented Kinegram (similar to a hologram) process ensuring security and authenticity.

http://www.amark.com/about/ 

7.1.6.11 EverBank

EverBank's recently launched Metals Select account lets customers buy gold or silver with a minimum deposit of $5,000. The company plans to offer platinum and palladium products this summer.

In September (2005), EverBank also started selling a five-year MarketSafe Gold Bullion Certificate of Deposit.  It was to have an FDIC-insured guarantee for return-of-capital and investors “may receive a supplemental return in the upward movement of the average price of gold as measured on ten semiannual pricing dates”. In 2008, a search only shows the 2005 press releases.

At http://www.everbank.com/001Metals.aspx  the features of POOLED ACCOUNTS (Unallocated) HOLDING ACCOUNTS (Allocated) are described.

By Gordon Gekko on March 11, 2010:

Jacksonville, FL based EverBank – a bank with approximately $8 billion in assets and 1800 employees according to the company website – recently sent this notice to customers (courtesy of Warren Bevan):

    "Non-FDIC Insured Metals Select Changes" -

    Section 6.3.7. General Terms: We have added language clarifying our right to close your account. We may close your Metals Select Account at anytime upon reasonable notice to you. If we believe that it is necessary to close your account immediately in order to limit losses by you or us [GG: We really don’t give a s**t about you; it’s us that we care about], we may close your account prior to providing notice to you. Notice from us to one of you is notice to all of you [GG: the nerve of these people!]. If we close your account, we reserve the right to convert your Precious Metals to U.S. dollars and tender the balance to you by mail [GG: I am willing to bet my entire Gold stash that when you receive these "converted" dollars, they will be nowhere near the market price of physical. What did you think that whole "limit losses" thing meant?] .

If you have a "Non FDIC Insured Metals Select" account with these people, you can pretty much say goodbye to any chances of ever seeing your metal. This is a clear sign that the (already tight) availability of physical metal at the manipulated Comex futures paper price is in danger of vanishing altogether. Think about it. What is the scenario in which they avoid catastrophic losses while at the same time sending you the US dollar value of the metal? When the official or Comex price has fully decoupled from the physical price. Expect to see more such notices from banks offering Metals "Investments".

7.1.6.12 Ainslie +

Topic:    
  Risk of concerted confiscation? (2 of 5), Read 177 times

Conf: 
Gold & Silver

From: 
Keith Jenkins keith@lowdocloans.com.au

Date: 
Thursday, November 02, 2006 12:50 AM

Try these guys ... have found them 100% reliable ...

http://www.ainsliebullion.com.au/  

7.1.6.13 Tulving

In a Bill Murphy “MIDAS” a contributor said “one of the nations largest and lowest cost retailers”. http://www.tulving.com/ 
7.1.6.14 Monex

Self-described as “America's Billion-Dollar Two-Way, Buy & Sell Market for GOLD · SILVER · PLATINUM · PALLADIUM”.
7.1.6.15 Modern Coin Mart

Modern Coin Mart looks good.   http://www.moderncoinmart.com/cart1/home.php “At Modern Coin Mart, we specialize in high grade Modern Coins of all types, including mint state and proof American Gold Eagles, American Silver Eagles, and American Platinum Eagles, U.S. Mint Commemoratives, and Circulation Pieces certified by NGC and PCGS.”
7.1.6.16 Crown Gold

http://www.crowne-gold.com/ 

7.1.6.17 NZ Mint

NZ Mint is privately owned by a family trust.  Its general manager is Mark Sutton.

7.1.6.18 New Zealand Mint

Makers of the gold Kiwi. The website at  http://www.newzealandmint.com/nzmint.mv?page=bullion was “under development” Nov 2007 and seems much improved/complete as of Sept 2008.  
7.1.6.19 Johnson Matthey

Jason Hommell refers to “the largest and most trusted refiner in the U.S. which is Johnson Matthey”.  JM: “We are also a leading manufacturer of high purity small gold bars for investment and jewellery manufacture.”

7.1.6.20 Gold Silver Vault

Gold Silver Vault LLC is self-described here.  See also Repository Costs by Bob Coleman of Gold Silver Vault, below.
7.1.6.21 E-Gold

E-Gold, http://www.e-gold.com/ , is a payment system registered on the island tax haven of Nevis.  Douglas Jackson, a former army doctor, founded the company in 1996.  E-Gold can be bought at dozens of websites that sell “digital gold”.  It is paid for using a credit card, bank account or wire transfer. Digital gold can then be stored in an E-Gold account and be exchanged for goods or services with someone who accepts it as a form of payment.  E-Gold now (March 11, 2006) has 3.46 tonnes of gold in circulation worth $65 million (£37 million). The company settles 60,000 transactions a day, worth about $10 million.  
Gold Seeks Role As Currency of E-Commerce

    7/10/2001 12:39:00 PM 

    By Steve Hays

    LONDON (Reuters) - World markets need a digital currency that is independent of national economies, and gold is already showing it fits that bill, a dot.com firm based on the Caribbean island of Nevis says.

    ``In the past there wasn't enough gold to finance wars, but there's more than enough around now to finance commercial transactions,'' Douglas Jackson, president and chief executive of e-gold Ltd, told Reuters on Tuesday.

    Jackson said the firm turned gold into an online currency and started up its e-gold system (www.e-gold.com ) in November, 1996, since when 3.2 million transactions     had been conducted via the network.

    Jackson said each unit of e-gold as a digital currency was backed by an equivalent weight in gold metal held in secure third-party vaults. That meant there was no credit risk or contingent liability in using e-gold for any transactions.

    A Canadian, for example, can pay a German the correct weight of gold for goods or services as easily as if the price had been quoted in a national currency.

7.1.6.22 California Numismatic Investments

Their table of physical types, is above. It is also a nice price chart: http://www.golddealer.com/bullionpage.html .

 http://www.golddealer.com/ 

7.1.6.23 American Precious Metal Exchange -APMEX
www.apmex.com 
7.1.6.24 The Silver Exchange

More than silver.  View, e.g. Pamp Suisse 10g and Credit Suisse 1oz protected bars and other coins, both sides.  http://www.thesilverxchange.com/
7.1.6.25 Broker / Dealer Account or Program for Unallocated PMs

At http://www.butlerresearch.com/buyerbeware.html Ted Butler warns against investment pool accounts and certificate programs for unallocated silver (and other precious metals).  These are purely paper promises or bookkeeping-only entries that are sold as an alternative for owning the specifically earmarked real silver of segregated or unallocated type accounts.  For illustrative purposes, an example of a pool type account would be kitco.com www.kitco.com  and for unallocated certificates the Perth Mint of Australia www.perthmint.com.au   There is no specific bullion backing up these accounts, only a promise of some type by the issuer. 

The real thing is actual metal segregated and held in your name by a large and reputable third party. That’s generally not the dealer you bought the metal from. In the case of 1000-ounce bars, professional storage identifies them by serial numbers.) 

In the typical pool account or certificate program, the buyer incurs a very small sales charge and zero storage charges. Your common sense should tell you that this is only possible if there is no real silver being purchased.  Zero storage charges equals zero real silver.  How do they make money or even cover costs, if they don’t charge storage fees? They make it on the float.......... That’s the only way they can make money. The financial strength of the issuer becomes a factor. In other words, it is not real metal that backs up these accounts, but the financial security of the issuers themselves. Pool and unallocated certificate accounts are unsecured obligations of the issuing entity. 

A pool account or an unallocated certificate account, by definition, turns an asset that is no one’s liability into an asset that is decidedly someone’s liability. That’s perverse. 

Compounding the problem is the lack of public information. I’ve read the annual reports of the Perth Mint, and I am concerned with the lack of financial detail and their reliance on leased metal. Pool operators like kitco.com are private companies and financial data is not available. Worse still is the lack of regulatory oversight. If you think there’s a problem with the silver ETF, you can at least petition the SEC, or Barclays, a public company. The CFTC may sidestep complaints about the COMEX, but at least they have to go on record. Who oversees the pool accounts and certificate issuers? 

Investors should rid themselves of these pool and unallocated accounts while they can. There are too many good alternatives for holding real silver. Also, a deployment out of non-existent silver to real silver will help the price.

7.1.6.25.1 Royal Canadian Mint Prestige Account
The Royal Canadian Mint Prestige Account (RCMPA) can be presumed to be among the best of the unallocated accounts.  See Canadian Mint appendix.
7.1.6.25.2 KITCO

Here is the KITCO web presence.

As this June 9, 2007 quote illustrates, some people have been uneasy about this very prominent firm: “There is no doubt in my mind now that Kitco is in desperate trouble with their "Pooled Bullion Accounts", and I am truly amazed by ANYONE who hasn't taken delivery of their Kitco pooled-gold by now. 
Bix”

7.1.6.25.3 Perth Mint

Another unallocated situation. http://www.perthmint.com.au/  http://www.goldseek.com/Perth/buygold.php 
7.1.6.26 GoldInvestments

http://www.goldinvestments.org  

7.1.6.27 The Free Lakota Bank

http://www.freelakotabank.com/ 
7.1.6.28 Northwest Territorial Mint

http://bullion.nwtmint.com/   http://bullion.nwtmint.com/silver_panam.php There are complaints out against this company.

7.1.6.29 GoldCore

Correspondence to Bill Murphy  from Mark O’Byrne was posted by Mr. Murphy on his LeMetropole Café.

“………….

If you could let your readers know that GoldCore ( www.goldcore.com  )can now offer allocated accounts (in bailment) in Via Mat in Zurich at very competitive storage rates which we have negotiated with Via Mat. Traditionally Via Mat has only been cost effective for storage of bullion in large amounts but was prohibitive for smaller investors (< $500,000). Is attractive for those wanting actual physical bullion in the divisible form of Eagles, Krugerrands etc stored in the safest offshore location but can take delivery of their coins/ bars with a phone call and soon to have online real time trading and delivery ability. Silver bullion has Swiss VAT at 7.5% (some doubt re VAT on Silver Eagles as may be considered legal tender or currency and therefore not have VAT) but most would accept that that is a price worth paying when you consider the price that silver will trade at when the silver market is cornered and silver trades at $130/oz plus and silver eagles premium soar to whereby the coins may rise to levels few of us can imagine.
…………….

Mark O'Byrne,    Director[image: image7.png]GoLpCore




7.1.6.30 Gold Bullion International

Gold Bullion International, a relatively recent entry into the retail bullion ownership space, has been given a favorable introduction by FOFOA, here.

7.1.7 Gold Ownership Laws

7.1.7.1 India

The Government introduced Gold Deposit Scheme in 1999 pursuant to which one is allowed to deposit his/her gold with designated banks which would send them for melting and give certificate based on purity of the metal.

This would earn a small interest of 3-4 per cent to the depositor, thus morphing an inherently non-income-producing asset into an income-producing one.

Apart from the Tirumala Tirupathi Devasthanamand Mata Vaishnodevi Trust no one else seems to have shown any serious interest in the scheme, perhaps for the fear of coming under the taxman's lens and for sentimental reasons. The scheme promises either return of gold or its equivalent in monetary terms based on the prevailing prices at the time of maturity.

In India, most women are forbidden by law to hold property. Although gold is held by them in the form of jewellery, it is done so for its monetary value. This allows women to hold wealth and transfer it usually in the form of dowries. This is the reason that schemes to introduce paper gold in India have failed.
7.1.7.2 Canada

7.1.7.3 USA

You keep seeing this kind of thing: The Internal Revenue Service defines gold as a collectible, so the maximum long-term capital gains tax rate on these two funds is 28%, instead of the usual 15%.
How does this
 apply in 2008?

Precious Metals Bullion Securities Are Taxed as Collectibles at a 28% Rate 
Bill, I'm passing along a tidbit of information which I recently discovered concerning how the IRS taxes gains made from both gold and silver bullion, as well as the assorted securities which hold them. The impetus for this analysis was some comments made by Ron Paul in a video in which he pointed out the outrageousness of taxing owners of precious metals at an inordinately higher tax rate. Accordingly, I researched this matter and found that precious metal bullion is considered a "Collectible" and is taxed at a 28% rate if it is held for more than one year. However, if it is sold in less than a year, it is taxed as a regular short term gain at the starting income tax rate of 15%. It never qualifies for the long term gain rate of 5%, which incidentally is being abated in 2008 for the 10% and 15% tax brackets. 
Moreover, while the exchange traded funds for bullion (GLD & SLV) may be anathema for gold bugs, because they are derivatives that track the price, the IRS considers them the same as physical bullion and the aforementioned tax rules apply. I checked the prospectuses of both those ETFs and they do specify that they are considered collectibles and a 28% tax rate applies. Owners of actual physical have yet another advantage over securities in so far as cashing in, because sales under $10,000 do not have to be reported to the IRS by bullion dealers since the honor system is relied upon for the sellers. 
The fact that gold and silver are categorized as "Collectibles" along with art, wine, coins, stamps, etc is strange, but having a time component which determines their status as either a collectible or a security is particularly suspicious. It is as if the government has given a tax incentive for short term trading of precious metals which is eliminated after it is held more than one year. 
As one who is a precious metals perma-bull and maintains a core position of bullion, I also trade and have heretofore not realized that assorted tickers are not considered securities by IRS standards. Moreover, I have held off taking profits in a security such as CEF in order to take advantage of the lower initial 5% rate for a long term gain, as opposed to the usually higher short term rate. Little did I know that by doing that I was actually subjecting myself to a much higher 28% tax rate, as opposed to either the short term initial income tax rate starting at 15%, or the initial long term capital gain rate of 5%. 
In closing, whether you own CEF, GTU, GLD, SLV, DBS, or DGL the regular capital gain tax laws normally associated with equity investments do not apply as they are all considered "Collectibles" by the IRS. This makes me wonder if the IRS screens for those tickers, or if they get lost in the muddle of millions of others securities that are listed in the normal course of capital gains filings. I don't believe this "Collectible" status is well known, so I would guess that the majority of tax filings are done as regular securities. However, the propensity for an IRS audit has to be considered. Accordingly, if anyone has better insight of the audit potential for filing these as a security, as opposed to the "Collectible" category, it would be beneficial to pass that information along to us Cafe members who are wondering about their tax liabilities on their lucrative gains. Rich C.
Bill,

to reply to the post on taxation of ETF's:

On DBS [PowerShares Silver] qualifying for futures contracts taxation see this exerpt from:

http://hardassetsinvestor.com/index.php?option=com_content&task=view&id=84&year=2007&month=02&Itemid=3

"Since the new ETFs rely on futures, however, any gains are taxed 60 percent as long-term gains and 40 percent as short-term gains, creating a maximum blended tax rate of 23 percent."

On CEF qualifying for capital gain rates see this CEF prospectus, page 14:

A CEF owner should file the election annually for a PFIC (Passive Foreign Invesmtent Company) - Form 8621.

Dan O'Shea 
7.1.7.4 Ireland

Silver is VAT-taxed in Ireland (but gold isn't).

7.1.7.5 UK

In the UK, since gold is  legal tender, you don’t pay VAT or capital gains tax on any transactions.
7.1.8 Discussion/Wisdom from Various Individual Dealers

7.1.8.1 Coins, not ETFs

From:    
  Josh Fielden  jos88@qldnet.com.au

Date: 
Thursday, May 24, 2007 08:00 PM

Two days ago I bought a bunch of Maples, Austrian Ducats, Sovs, Pandas and Krugers because they are small, don't need weighing etc, and could be used as cash anywhere when things go really bad, and also right now their premiums over physical averaged under 6%. If your government demands you hand in your gold then things will be so bad that THAT will probably be the time NOT to hand them in. Everyone on this site should try to dissuade their friends etc, from investing in ETFs [‘one type of paper gold’] and buy coins now while they are changing hands at very low premiums !

7.1.8.2 Aden Sisters

From the Oct 2006 Aden report:

"Always keep a good position in the market in case the bull market takes off. Overall, we think it’s best to keep more in physical gold and silver bars or coins, or GLD, IAU and CEF."

From the Oct 2006 Aden report:

To buy physical metals, contact Dana Samuelson, dana@amergold.com
From the Oct 2003 Aden report:

"For gold and silver coins call Jefferson Coin 1-800-593-2585 or American Gold 1-800-613-9323."

From the March 2003 Aden report:

"HOW TO BUY GOLD

: 

As for gold, we recommend buying and keeping gold coins and buy from a reputable dealer such as Jefferson Coin & Bullion, phone 1-800-593-2585 or Dana Samuelson at American Gold Exchange, phone 1-800-613- 9323. Gold futures contracts using little margin are also a good way to invest.  If you need a commodity broker, we recommend our good friend Susan Rutsen at Fox Investments, phone 1-800-621-0265. Just for the record, we do not receive anything for our recommendations."

7.1.8.3 SmartMoneySelect – Jonathan Hoenig

By Jonathan Hoenig  Published: October 11, 2004:  Despite the fact there's still no U.S.-listed gold ETF, there are still any number of ways in which to play the [gold] sector. You could buy gold-mining companies such as Glamis Gold (GLG: 27.57, +0.44, +1.6%) or Crystallex International (KRY: 2.99, +0.01, +0.3%). You could buy open-ended mutual funds like Tocqueville Gold (TGLDX: 45.48, +0.41, +0.9%) or the closed-end types like ASA (ASA: 57.66, +0.48, +0.8%) or Central Fund of Canada (CEF: 7.64, +0.02, +0.3%). You could buy gold futures, such as the mini-sized contracts I wrote about a few weeks back. You could even buy physical gold bars from reputable dealers such as CNI or Richard Smith's OnlyGold. The point is to match your market expectations with the most appropriate product, given the size of your account. Even if you're dying to trade futures, doing so with an $800 portfolio is simply a disaster waiting to happen.
7.1.8.4 Money ‘Outside the System’

Some gold bugs are suspicious that what Roosevelt did in 1933 could happen again.  For this reason, the Sovereign Society recommends bank accounts in places such as Liechtenstein, Austria, Panama or Switzerland.

7.1.9 Counterfeiting

As people come to realize that physical possession of gold eliminates risks of physical ownership, they are focusing more on being sure they know how much physical is in a coin or bar, and how that can be made clear when their gold money is finally spent.

7.1.9.1 Encasement

[image: image8.jpg]



7.1.9.2 Tungsten within Gold Bars

This section, like so many, is under construction!
Here is one discussion of the topic:  Tungsten Filled Gold Bars In Asia .  It excerpts and speaks to the Nov 12, 2009 Market Oracle story by Rob Kirby.  It excerpts and speaks to the 13 November 2009 commodityonline article by Mike Hewitt on gilded steel bars at the National Bank of Ethiopia.  It excerpts and speaks to the ChinaTungsten website (still present 2010 Mar 3) offering gold paperweights with tungsten inside.
March 2010: German TV station ProSieben finds what appears to be some evocative proof of gold counterfeiting, in the form of tungsten gold substitutes coming to the W.C.Heraeus foundry, which is the world's largest privately-owned precious metals refiner and fabricator, located in Hanau, Germany. The foundry has isolated at least one 500-gram tungsten bar due for melting, originating from a (so far) unnamed bank, which as the head of the foundry stated made the unpleasant discovery that "not all the glitters is gold."   

Wilfried Hörner of Heraeus on fake gold:  http://www.youtube.com/watch?v=ZKczs-7BFRI 

7.1.9.3 Zero Hedge Articles on Tungsten within Gold Bar
On march 24, 2012, the article Tungsten-Filled 1 Kilo Gold Bar Found In The UK  appeared.  By reading all of the comments (many of which are worthless) you get a fairly good overview of the situation as of that date.
The Sept 23, 2012, update Gold Counterfeiting Goes Viral: 10 Tungsten-Filled Gold Bars Are Discovered In Manhattan    is a must – read.  

7.1.9.4 Miscellaneous Items
This web site notes the common methods of evaluating gold for authenticity and offers
 non-destructive gold and silver assay verification analysis. http://bullionanalysis.com/ 

Writing in 1Q 2010 about increasing counterfeiting of gold, Jack Fortin writes:
> I have to admit that I was, and still am, skeptical of the US gold being tungsten bars. 
> Why bother when no one can check them anyhow?
>
> The risk of smaller bars being forged has always been something I am aware of and 
> strongly recommend gold maple leafs 
> since they would be virtually impossible to counterfeit. I have bought kilobars over the counter in the past 
> but now I am strongly considering passing on any gold bar over 5 oz. Quality machined bars are probably still safe 
> as the counterfeiters would go after cast or poured style to improve their odds of preventing detection. 
> Cutting the bar reduces the gold to scrap value and few goldsmiths are buying these days. 
> There is a sonic test to ensure the bar is homogeneous but the cost of the equipment is not something I can justify.
>
> Probably will reduce my buy price on larger bars and cut well into them. 
> They would have to go to the refinery after that since sales to end users are significantly lower with the economic situation here.
>
>   In spite of this story, the odds are next to impossible of getting a bogus smaller bar. That will change with higher prices.
>
> Always more work !!!...Bummer
> ..Jack
The below is based on a real (email group) conversation in spring 2014 but edited to respect the privacy of some of the contributors. Read from bottom to top. -FNC

From: Jack Fortin
The link below shows the most recent replica maple leaf coin. If you look at similar products on that page you will also see high quality RCM wafers. They are fabricated with a tungsten core then clad in a substantial layer of gold, hence the higher price. We have seen examples of the adultered 10oz and kilobars made as such. The coins using that process are brand new. A magnetic slide will catch these coins or close scrutiny of the outer edge will show differences from real coins.

You cannot strike a coin from tungsten. It is far too brittle for that. The latest counterfeit 22K coins are made of an alloy that is very close in density to 22K gold then electroplated. The alloy has been around for a few years as it showed up in Hong Kong back in 2005. They will pass a Fisch test and their surface detail is almost indistiguishable from authentic coins. They are also making silver maple leafs (and all other silver bullion coins) in a similar manner. They even advertise that the coins will past an acid or minor scratch test.

http://www.alibaba.com/product-gs/1502302279/1_oz_31_11g_2013_canadian/showimage.html 
From: Jack Fortin
The latest counterfeit maple leaf coins from Red China are incredible and have been a huge source of angst for me for the last couple of months. There are surefire ways to detect them but it is only a matter of time before those detectable flaws are corrected. We buy a great deal of bullion over the counter and we must ensure all of it is bonafide for our sake and our customers sake. No one will ever buy a fake product in my shop. Anyone presenting a counterfeit bullion item will have to explain to the RCMP where they got it as we have a zero tolerance policy on fakes. So far we haven't had anyone try to sell such things to us but they will get caught if they try.

Having said that, it is amazing how many of our competitors have no clue about the quality of the most recent gold maples. They sell for about $200 each and have enough gold on them to fool an XRF or even a small scratch test. The surface and detail (including the new security device) is incredible and the only visual flaw is the outer rim when examined closely. These coins are made to cheat dealers or investors because the price is too high as curiosity items. If you are buying from a small dealer who buys from the public I strongly suggest you have a conversation with them about counterfeit detection. If they are clueless about magnetic slides or ultrasonic thickness testing maybe you should "beat the feet".
I firmly believe that the future of my business will be inspecting and assaying gold for individuals making private trades. I don't believe there will be much of a bullion trade once the price accurately reflects our economic reality. I also think that the gov't will act to curb the trade or suspend public sales of mint bullion items.
For now I strongly recommend buying only 24K bullion coins (gold maple leafs, philharmonics, buffalos, nuggets/kangaroos, pandas etc). Avoid US eagles, Krugerrands, Britanias, sovereigns etc. The 22K fakes coins are much harder to detect though not impossible. The quality of fakes will only improve over time.
I sure like the idea of buying some to keep handy for the gov't or other thieves.
7.1.9.5 Coin Weight

The following table has been offered as the actual weight of common coins, presumably in new condition.

	Gross weight
	1 in grams
	Two
	Three
	Four
	Five
	Ten
	Twenty

	Any 24 K coin/Maple Leaf/Philharmonic/Nugget
	
	
	
	

	  one oz.
	31.103
	62.207
	93.310
	124.414
	155.517
	311.034
	622.068

	  half oz.
	15.552
	31.103
	46.655
	62.207
	77.759
	155.517
	311.034

	  fourth oz.
	7.776
	15.552
	23.328
	31.103
	38.879
	77.759
	155.517

	  tenth oz.
	3.110
	6.221
	9.331
	12.441
	15.552
	31.103
	62.207

	Austria/Hungary
	
	
	
	
	
	

	  100 corona
	33.875
	67.750
	101.625
	135.500
	169.375
	338.750
	677.500

	  20 corona
	6.767
	13.534
	20.301
	27.068
	33.835
	67.670
	135.340

	  10 corona
	3.383
	6.766
	10.149
	13.532
	16.915
	33.830
	67.660

	  4 ducats
	13.965
	27.930
	41.895
	55.860
	69.825
	139.650
	279.300

	  1 ducat
	3.491
	6.982
	10.473
	13.964
	17.455
	34.910
	69.820

	FRANCE/Belgium/Greece/Italy/Switzerland
	
	
	
	

	  20 francs
	6.452
	12.904
	19.356
	25.808
	32.260
	64.520
	129.040

	  10 francs
	3.225
	6.450
	9.675
	12.900
	16.125
	32.250
	64.500

	Germany
	
	
	
	
	
	
	

	  20 marks
	7.962
	15.924
	23.886
	31.848
	39.810
	79.620
	159.240

	  10 marks
	3.981
	7.962
	11.943
	15.924
	19.905
	39.810
	79.620

	Great Britain/Colombia 5 pesos/SA 2 Rand
	
	
	
	

	  Sovereign
	7.987
	15.974
	23.961
	31.948
	39.935
	79.870
	159.740

	  1/2 sovereign
	3.993
	7.986
	11.979
	15.972
	19.965
	39.930
	79.860

	MEXICO
	
	
	
	
	
	
	

	  50 pesos
	41.668
	83.336
	125.004
	166.672
	208.340
	416.680
	833.360

	  20 pesos
	16.668
	33.336
	50.004
	66.672
	83.340
	166.680
	333.360

	  10 pesos
	8.332
	16.664
	24.996
	33.328
	41.660
	83.320
	166.640

	   5 pesos
	4.168
	8.336
	12.504
	16.672
	20.840
	41.680
	83.360

	   2.5 pesos
	2.084
	4.168
	6.252
	8.336
	10.420
	20.840
	41.680

	   2 pesos
	1.666
	3.332
	4.998
	6.664
	8.330
	16.660
	33.320

	NETHERLANDS
	
	
	
	
	
	

	  10 guilders
	6.728
	13.456
	20.184
	26.912
	33.640
	67.280
	134.560

	    5 guilders
	3.366
	6.732
	10.098
	13.464
	16.830
	33.660
	67.320

	    1 ducat
	3.500
	7.000
	10.500
	14.000
	17.500
	35.000
	70.000

	South Africa Krugerrand/USA American Eagle
	
	
	
	

	  One oz.
	33.931
	67.862
	101.793
	135.724
	169.655
	339.310
	678.620

	  1/2 oz
	16.966
	33.931
	50.897
	67.862
	84.828
	169.655
	339.310

	  1/4 oz
	8.482
	16.964
	25.446
	33.928
	42.410
	84.820
	169.640

	1/10 oz
	3.393
	6.786
	10.179
	13.572
	16.965
	33.930
	67.860

	USA pre-1934
	
	
	
	
	
	
	

	  $20 - pre-1934
	33.436
	66.872
	100.308
	133.745
	167.181
	334.362
	668.723

	  $10 pre-1934
	16.718
	33.436
	50.154
	66.872
	83.590
	167.181
	334.362

	  $5 pre-1934
	8.359
	16.718
	25.077
	33.436
	41.795
	83.590
	167.181

	  $2.50 pre-1934
	4.180
	8.359
	12.539
	16.718
	20.898
	41.795
	83.590

	  $1.00 pre-1934
	1.672
	3.344
	5.015
	6.687
	8.359
	16.718
	33.436


7.2 Shares 
Gold price participation using shares is possible via either miners or royalty companies.
The gold-in-the-ground shares are roughly:

1. Major Producers such as GoldCorp.  Some, such as Freeport-McMoRan Copper & Gold (NYSE:FCX) are not a ‘pure play’.
2. Junior Producers

3. Exploration & Development

The percent-of-gold-production-stream (royalty companies) such as Royal Gold (NASDAQ:RGLD) and Franco-Nevada (TSE:FNV) shares.
The following material was written by Jim Sinclair on Oct 19, 2009.  It has many insights and is used as a placeholder until I can write a better section (which will be a long time from now!).
There are various categories of gold shares.
 
1. The most popular are the majors.
 
The least understood part about them is their serious short of gold derivative problem, and the balance sheet and price of cover implications thereof. No one will deny that they get the most attention because they have the capitalization required and the brand name that invites institutional buying.
 
Not much attention is being paid to the fact that they have sold their gold years into the future at prices well under $400. Their calculations on their sales price of the short of gold adds in the interest paid to short of physical bullion over the period of the short position into present time calculations as per their risk disclosure filings. Yes, if you sell physical you get paid interest, and if you buy physical on the cuff you pay interest in all the major cash markets. OTC derivative short of gold factors interest, yet to be earned, into the reported sales price going out in time. When they close the transaction before maturity, as is happening now, the debit does not include unearned interest and therefore charges at the real lower sales price. That is why the majors are borrowing their billions. This will limit their gain versus the gold price as it rises.
 
2. Junior producers are entities that have opened production facilities which are modest or not yet at full capacity. In the main they have the same problem but it is less visible. Recently the trend has been to bury the OTC short of gold derivatives in the loan documentation, but it is still there with somewhat the same effect. What matters is when the loan was made. The more recent it is the higher the short strike price in the OTC derivative and therefore the less the loss the company faces.
 
3. Exploration and development issues have been the favorite of the mix of all gold share categories for short operations. The gold explorer business is capital intensive, so if the price can be depressed, the short starves the company of its ability to finance. Before you can have production you must pay all the costs of exploration which usually comes from seed capital. In the last five years there has been practically NO seed capital anywhere for gold.
 
There are other categories
 and as a company transmutes between categories. In this unprecedented gold bull market price adjustments should occur with category transmutation of gold entities as they climb the ladder of success. 
 
There is a separate group known as Senior and Junior Gold Royalty companies that will generally outperform as hyperinflation that impacts mining costs occurs. This outperformance should be a product of the cost of production falling upon the royalty partner, not the royalty holder whose participation is an amount of the gross production.
 
There is the exploration company that begins production and therefore moves up the scale toward the category of junior producer. Usually this is accompanied by improvement in price as many investment entities will not buy non-producing exploration companies.
 
There is the exploration company that has success and will be evaluated by the quality of its success and deal making. Historically success and deal making for such a company increases interest in the company.
 
It has been almost 30 years since any meaningful segment of the general marketplace has taken an interest in gold shares. Most mineral underwriters have moved away from all but the Major Producer category. When was the last time you saw any known, respected mineral underwriter working for companies in the bottom half of the Junior Producer or any Gold Exploration entities?
 
The only money available to the exploration Gold Exploration entities has been PIPEs which when participated in were the start of the company's death spiral.
 
At the beginning of a gold bull market it is gold itself, then Major Producers that perform.
 
As gold makes its way past $1000 to $1650 and beyond, the order up to now has been Major Producers and the top half of Junior Producers benefitting with while the short attacked the bottom half of Junior Producers and all of Gold Exploration entities. Watch closely now as a shift takes place.
 
No short of any viable gold share can be happy this evening even though across the board they are still short and in some cases still sitting on the price.
 
You might have noticed recently in the heavily shorted gold situations in the bottom half of the Junior Producers and many of the viable Gold Exploration entities that there was an at the close and after close attempt to destroy prices when in some instances million of shares were sold and bought. This occurred in some cases on volumes 18 times larger (volume on the day) than the previous norm. Exchange short figures indicate that these were long buys and only minimal short covering.
 
The leverage is always on the bottom side of the category scale, so I anticipate that the bottom half of Junior Producers and the viable companies in Gold Exploration entities to outperform the top half of Junior Producers and Major Producers as the price of gold continues higher in late 2009 and 2010.
 
History tells us this is how it has always happened, and I believe it will again.
 
That is called leverage coming out higher gold prices, high in ground values, higher profits in the start up mining and in many cases much less shares outstanding than in the Major Producers and the top half of Junior Producers.
 
Gold shares presently in the more leveraged categories have practically no participation compared to other hard asset equities such as energy thanks to the action of the shorts.
 
In general it is more than likely the wrong time for a long suffering long to throw in the towel, but many are and will.
 
That is also the way it happens and explains the deluge of questions coming in today about the more leveraged gold shares. 
 
Respectfully,
Jim

 
7.2.1 Other Gold Share Comments

Mr. Knoll says he never has worked with a junior that did not eventually become a producer. “The odds of finding them are 1 in 10,000,” he says. Ref .  
7.2.2 Gold Reserves of Various Mining Companies

Reported gold reserves must be offset by any fraudulent forward hedging sales which, for a company such as Barrick Gold, have been very large.

A note From Eric LeMaire in France to Bill Murphy on Adam Fleming and Wits Gold said, in part:
Wits Gold was founded by a small team led by Adam Fleming, former Chairman of Harmony, and has been able to make a deal with AngloGold, Gold Fields and Harmony in order to grasp a large mineral land package, representing a combined resource of 142 million Oz of Gold in the Wits Basin. To put this into perspective, it makes Wits Gold the 6th largest gold company classified by reserves, after Harmony (500 Mo Oz), Barrick (325 M Oz), Anglogold (225 MOz), Gold Fields ( 180 M Oz) and Newmont (175 Moz).

	Company
	Millions of Ounces in reserves

	Harmony
	500

	Barrick
	325

	Anglogold
	225

	Gold Fields
	180

	Newmont
	175

	Wits Gold
	142



7.2.3 Cost per Ounce of Various Mining Companies

	Barrick Gold
	FY2011
	$460/ounce
	http://www.barrick.com/company/profile/default.aspx 

	Barrick Gold
	FY2012
	$520-560/ounce
	http://www.barrick.com/company/profile/default.aspx 

	
	
	
	

	
	
	
	

	
	
	
	


7.3 Gold Derivatives

Price determination for Gold is discussed in section 9 Gold Valuation.  This section discusses other securities whose value derives from this price and one or more other factors.
7.3.1 Gold Futures
7.3.1.1 Basic Industry Structure

This section needs work more than most!!

If you look at "Channel Definitions" you quickly find the basic structure of the platforms for commodity exchanges.

http://www.cme.com/trading/files/MDPFFNRChannelDefs.pdf  http://www.cmegroup.com/globex/files/MDPProdChannelDefs.pdf 

7.3.1.1.1 Chicago Mercantile Exchange Inc. (CME)

The Globe logo, CME, Chicago Mercantile Exchange, CME Group, Globex and E-mini, are trademarks of Chicago Mercantile Exchange Inc.
7.3.1.1.1.1 CME Group

CME Group was created July 12, 2007 from the merger between the Chicago Mercantile Exchange (CME) and the Chicago Board of Trade (CBOT). CME Group completed acquisition of NYMEX Holdings, Inc., parent company of the New York Mercantile Exchange, on August 22, 2008.

So: “The CME Group is a CME/Chicago Board of Trade/NYMEX Company.”

From  http://www.cmegroup.com/ on Nov 1, 2008:
[image: image9.png]All CME Group Exchange Web sites continue to be available:
cmegroup.com, cme.com, cbot.com, and nymex.com




CME Globex® is an electronic clearing/trading platform. http://www.nymexoncmeglobex.com/  

7.3.1.1.1.1.1 Board of Trade of the City of Chicago (CBOT)
CBOT and Chicago Board of Trade are trademarks of the Board of Trade of the City of Chicago.

http://en.wikipedia.org/wiki/Chicago_Board_of_Trade 

On 12 July 2007, the CBOT merged with the CME under the CME Group holding company and ceased to exist as an independent entity.

7.3.1.1.1.1.2 NYMEX

Acquired by CME Group in 2008.

7.3.1.1.1.1.2.1 Commodity Exchange, Inc.  (COMEX)

COMEX is a trademark of Commodity Exchange, Inc. 

COMEX is now a division of NYMEX  which is now part of CME Group which is part of CME.

NYMEX ClearPort®  is an electronic clearing/trading platform. 

From the NYMEX rulebook we have these very detailed rules:

COMEX Division - Silver Rules: http://www.nymex.com/rule_main.aspx?pg=20 

COMEX Division - Gold Rules : http://www.nymex.com/rule_main.aspx?pg=21 

The entire NYMEX rulebook is here.
7.3.1.1.1.1.3 Press Release Oct 20, 2008

CME Group today announced it has completed the staffing process related to its August 2008 acquisition of NYMEX Holdings, Inc. (NYMEX).

NYMEX will continue to maintain its world and national headquarters at One North End Avenue in New York City, with the senior leadership team for NYMEX operations housed in the headquarters facility. The company will continue all NYMEX floor trading operations from its One North End Avenue headquarters.

In addition, NYMEX will implement a workforce reduction of 150 positions over the next 18 to 24 months, reflecting the company's efforts to leverage synergies resulting from the acquisition by CME Group. All individuals whose positions are being eliminated will be informed this week and will be eligible for an enhanced severance package, including outplacement services designed to help employees through their transition. Outplacement services are being offered through Mullin & Associates/BPI.

CME Group (http://www.cmegroup.com ) is the world's largest and most diverse derivatives exchange. Building on the heritage of CME, CBOT and NYMEX, CME Group serves the risk management needs of customers around the globe. As an international marketplace, CME Group brings buyers and sellers together on the CME Globex electronic trading platform and on trading floors in Chicago and New York. By acting as the buyer to every seller and the seller to every buyer, CME Clearing virtually eliminates counterparty credit risk CME Clearing also offers $7 billion in financial safeguards to help mitigate systemic risk, providing the security and confidence market participants need to operate, invest and grow. CME Group offers the widest range of benchmark products available across all major asset classes, including futures and options based on interest rates, equity indexes, foreign exchange, energy, agricultural commodities, metals, and alternative investment products such as weather and real estate. CME Group is listed on NASDAQ under the symbol "CME."

· The Globe logo, CME, Chicago Mercantile Exchange, CME Group, Globex and E-mini, are trademarks of Chicago Mercantile Exchange Inc. 
· CBOT and Chicago Board of Trade are trademarks of the Board of Trade of the City of Chicago.

·  NYMEX, New York Mercantile Exchange, and ClearPort are trademarks of New York Mercantile Exchange Inc. 

· COMEX is a trademark of Commodity Exchange, Inc. 

· All other trademarks are the property of their respective owners. 

Further information about CME Group and its products can be found at http://www.cmegroup.com . Further information about NYMEX can be found at http://www.nymex.com .

CME-G
7.3.1.2 Cash-Settled Futures Contracts (Discussion)

September 25, 2008 Dan Norcini says:

The NYMEX, through the CME, offers TWO CASH SETTLED GOLD CONTRACTS,

   1. one is ASIAN GOLD which is a 1,000 gram sized contract with a minimum tick size of $0.005 per gram.

   2. The second gold contract is the mini gold contract, which is 50.0 ounces in size and has a minimum tick fluctuation of $0.25. These and only these contracts are cash settled, not the full sized Comex gold contract.
7.3.2 Over-the-Counter Gold Derivatives

over-the-counter derivatives are generally grouped into two categories: 

· forwards and swaps on the one hand and 

· options on the other

Forwards imply a sale of borrowed gold by a bullion bank in order to raise funds that can be invested to earn a spread. Similarly, swaps are spot sales of gold combined with simultaneous forward purchases of equal weight. The proceeds from sale of the leased or swapped gold are essential to earning a return on the transaction. 

Options, at least from the perspective of a sophisticated writer like a bullion bank, are normally an attempt to capture the premium paid by the buyer while eliminating adverse price risk through delta hedging.


8 Indices

XAU  is the Philadelphia Gold and Silver Index.  It consists of 11 precious metal mining companies  . As of Sept 30, 2002 this was:
	
	

	Angico-Eagle Mines
	2.44%

	Anglogold Ltd.
	12.99%

	Apex Silver Mines Ltd.
	1.09%

	Barrick Gold
	19.65%

	Freeport McMoran
	4.28%

	Gold Fields Ltd.
	13.18%

	Goldcorp Inc.
	4.41%

	Harmony Gold
	5.77%

	Meridian Gold
	3.89%

	Newmont Mining
	25.12%

	Placer Dome
	7.19%


TGSI is the TSI Gold Stock Index.  It is (was?) an index made up of Newcrest Mining, Lihir Gold, Anglogold, Gold Fields, Harmony Gold, Barrick Gold, Goldcorp, Newmont Mining and Placer Dome, with each stock given equal weight.

Gold-Eagle Gold Fund Index  is intended to improve upon the XAU.  It consists of these stocks.

 FSAGX - Fidelity Select American Gold (A)
FGLDX - Invesco Strategic Gold (A)
SCGDX - Scudder Gold (A)
UNWPX - U.S. World Gold (A)
VGPMX - Vanguard Specialized Gold (A/SA)
FKRCX - Franklin Gold (A/SA)
ASA - American South African Investments (SA)
USERX - US Gold Shares (SA)
FSAGX is a Fidelity Select fund.  It pretty closely tracks XAU, which is available intraday.

WFIVX or 97199001 is the Wilshire 5000 Index

$GOX is CBOE Gold Index

HUI is "the REAL gold stock index".  Its components are unhedged
 and therefore track the spot price of gold more closely.
FT Gold Mines Index -- a global gold index as it is composed of South African, North American and Australian stocks. Within a Financial Times Commodities and Agriculture report, there are 6 gold items
.  The “Gold Mines Index” has 17 stocks:

· Asia Pacific (4)

· EMEA (Europe, Middle East and Africa) (4)

· Americas (8)

JSE Gold index -- consists of 6 precious metal mining companies  (Can’t find it on the JSE!)
ASA Limited   ASA Limited [formerly ASA (Bermuda) Limited] was organized in Bermuda and is the successor to ASA Limited, a closed-end investment company organized in the Republic of South Africa in 1958.
SPTGD – The S&P TSX Gold Index 

SGI is the “Schultz Gold Index”.  It is produced and sold by Harry Schultz.  Jim Sinclair likes it.  (Only one index is credible as a constituent for decision as to what the gold shares are doing in reference to gold and that is the Schultz Gold Index: An Index of Pure Gold Shares Devoid of Corporate Noise.) It probably is not based on the MACD Jim sometimes shows.  Here is an example:
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Finally, here is a list of 42 precious metals mining indices!  It was prepared by Dudley Baker.  He says that XAU, HUI, and SPTGD are the 3 most popular PM mining indices.  “Only 3 companies; Goldcorp, Kinross Gold and Meridian Gold are included in all 3 indices. Anglogold, Agnico Eagle Mines and Pan American Silver Corp. are unique to the XAU; Helca [Hecla] Mining and Golden Star Resources are unique to the HUI.”
9 Gold Valuation

The folks at the Measuring Worth website have put substantial thought into the subject and we could simply refer you to their work on gold, and be done!

Some other  references & charts for the following valuation ratios are:
· Eric Hommelberg January 07, 2008
· Bullion Vault goldnews June 2008
· ff 
· gg 
· ss 
9.1 Gold vs. the Dollar

This section is being revised.  It may contain errors of fact.

There are several somewhat-separate markets, each yielding its own gold vs. dollar ratio.  This recent statement by James Turk speaks to that fact.

“Central banks do not transact in small bars and their coin transactions are inconsequential compared to the size of the market. So the market for fabricated product [(small bars and coins)] is relatively free from government influence. But central banks of course exert a dominant influence on the market for LBMA-sized bars by using their existing gold stocks, and they can keep the spot price for gold (which is determined by the buying/selling of LBMA-sized bars) artificially low by dishoarding gold from their vaults.”
9.1.1 The Government/Monetary Authority Market

Keywords: LBMA, Bullion Bank, Central Bank, gold lease rate, GOFO, LIBOR, National_Treasury Vaults, gold carry trade, Monetary_Authority, ….

The Government Market for gold exists between 
1. central banks, national treasuries and a few other monetary authorities and 
2. another monetary authority or a bullion bank.  

This market is to some extent centralized in London and involves LBMA-sized good delivery bars.  Precious metals are not traded on the London Metal Exchange, but rather on the over-the-counter market usually referred to as the London bullion market, by the members of the London Bullion Market Association.  Also, platinum and palladium are traded on the London Platinum and Palladium Market.
An excellent reference on this obscure subject is The Nature of Lease Payments on Gold Loans, BOPTEG ISSUES PAPER # 21A.  It can also be found on Jesse's Café Américain.  Blanchard’s Gold Market Lending was termed “another of the rare correct explanations on this topic”. 
The monetary authority still reports leased gold as owned.  The leaser may on-lend it but may sell it.  The lease may be rolled over.  Thus the gold may end up around the neck of Indian brides.
9.1.1.1 The Price of Gold in the Government Market

9.1.1.1.1 Government Gold Sales

The metal prices fixed twice a day in London, known as London Fixes, are “the guidepost for the official gold trading around the world”.  This price is apparently used for sales of Government gold.
9.1.1.1.2 Government Gold Leases

9.1.1.1.2.1 GOFOR, LIBOR, and gold lease rates 

A (dollar) gold lease rate
 is defined such that Dollar LIBOR equals GOFOR plus the derived gold lease Rate.  These rates are annualized.  By inference, the interest is payable in dollars also.  A similar definition exists for other currencies, such as pounds. 
“LIBOR is the London Inter-Bank Offered Rate, a widely used international risk-free interest rate.

The GOFO rate is the Gold Forward Offered rate, which is the rate at which contributors (the

market making members of the London Bullion Market Association) are prepared to swap gold

against US dollars.”( BOPTEG ISSUES PAPER # 21A)
9.1.1.1.2.1.1 Dollar LIBOR

My most thorough explanation and discussion of LIBORs is in Spreads and Perceived Risks.doc .
9.1.1.1.2.1.2 GOFO or GOFOR
GOFO stands for Gold Forward Offered Rate(s). These are rates at which contributors
 are prepared to lease gold on a swap against US dollars. Quotes are made for 1-, 2-, 3-, 6- and 12-month periods.    It is understood that the interest accruing at the GOFO rate is in gold, not in a currency.  [MORE to verify, here.]
The central banks use bullion banks to lease their gold bullion.  Bullion banks include the contributors to the GOFO rate and others such as Bank of America and Citigroup.  The GOFO rate between central bank and bullion bank is also in theory visible downstream between bullion bank and another trustworthy counterparty institution.  But in fact it appears that a bullion bank typically sells its leased gold onto the cash market.

The contributors are the Market Making Members of the LBMA. Also here.
The clearers are fewer.  See here. The 6 clearers form a company called London Precious Metals Clearing Limited (LPMCL).  

The custodians are named here.

The means (averages), set
 at 11 am London time, are shown on the LBMA website, along with the means for LIBOR (London Interbank Offered Rates) for US dollars for the same time periods as GOFO. We subtract GOFO from the corresponding values of LIBOR to show derived gold lease rates. The gold lease rate is the gold interest rate paid on gold deposits.  Just as with other money, it is annualized unless stated otherwise.

GOFO provides a basis for settlement of gold Interest Rate Swaps.

This google search site:www.lbma.org.uk gofo libor will locate LBMA information on GOFOR, LIBOR, and gold lease rates.  The LBMA keeps this year’s  GOFO | LIBOR | LIBOR minus GOFO tables here (go to lower right).

	Gold forward Lease Rates  (computed as LIBOR minus GOFO)
	Gold forward Offer Rates (GOFO)
	LIBORs

	Forward Reference Time Interval

	GDLRR1M
	GDLRG1M
	“BBA LIBOR USD 1 Month ” (US0001M:IND )
	1 month

	GDLRR2M
	GDLRG2M
	
	2 months

	GDLRR3M
	GDLRG3M
	“BBA LIBOR USD 3 Month “ (US0003M:IND) 
	3 months

	GDLRR6M
	GDLRG6M
	
	6 months

	GDLRR12M
	GDLRG12M
	
	12 months


9.1.1.1.2.1.3 Gold Lease Rates

9.1.1.1.2.1.3.1 Derived Gold Lease Rates as of Nov 27, 2008

Kitco reports gold lease rates in chart form.  We compare Kitco’s gold lease rate charts with the official definition, LIBOR-GOFO.

The first chart shows, for the last 30 days, a detailed view of the 5 lease rates.  From the LBMA we see that the right side of Kitco’s chart is, more precisely, what is in the LBMA table:

	LIBOR-GOFO

	1 Month
	2 Months
	3 Months
	6 Months
	12 Months
	

	1.66167 
	1.80518
	1.92821
	2.06321
	1.79036
	


We see that these numbers, given with surreal precision (to 6 significant digits) are what Kitco is charting:
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9.1.1.1.2.1.4 The Gold Carry Trade; Gold Leasing
See section 13.2 The Gold Carry Trade; Gold Leasing.
9.1.1.1.2.2 Validity of Lease Market Data

From a footnote in the detailed discussion of LIBOR in  Spreads and Perceived Risks.doc :

LIBOR values have been a little too low since late summer 2007 because the 16 'contributor banks' have been lying to avoid the possibility of a run on their assets. (For more, see, for example, Libor Poised for Shake-Up as Credibility Is Doubted.) Thus the emergence of the term LIEBOR.  Furthermore, in October 2008, G7 central banks infused their financial system with massive amounts of electronic ‘bailout’ money with the specific intent of forcing interbank offering rates downward and reducing liquidity preference.
And James Conrad, in late 2008 wrote: “In spite of the ostensible existence of a so-called “London fix”, 96% of all OTC transactions are secret and unreported. …… The current London fix may well be just as fake as the bank interest rate reports that comprised LIBOR proved to be, just a few months ago.”

9.1.1.1.3 Gold Swaps

These are not to be confused with the notion of a swap involving a gold lease!

Rob Kirby:

Doing a bit of research about the make up of Great Britain’s sovereign gold reserves and I ran across this tidbit [footnote on the bottom of page 5 of 8 of the pdf file] regarding different types of gold swaps that the Bank of England presumably utilizes,
"Under a gold location swap, gold stored in a particular physical location is swapped with a market counterparty for specified period with gold stored in another physical location. Under a gold quality swap, gold of a particular quality [fineness] is swapped with a market counterparty for a specified period with gold of different fineness. In each case a fee is built into the transaction."
9.1.2 The Secondary Market

Keywords: COMEX, India, .

The Secondary Market for gold exists between 

1. the bullion banks and 

2. commercial banks.  

9.1.2.1 The Price of Gold in the Secondary Market

The “spot” price of gold at any instant throughout the trading week can be viewed through a variety of sources such as  1, 2, 3, 4
, 5, 6.   These sources show a near-realtime (from 1-5 minutes delayed) price updated as often as every 10 seconds during business hours and a constant price for limited periods and for the weekend when, evidently, the spot price is undefined.  There are discrepancies, which may simply be attributable to what is charted (bid/ask/last).  For example on Sunday, Jan 25 for 22:41:10 GMT, Dukascopy showed $898.11 while BullionVault showed 899.22.
The following is a condensation and paraphrasing of material offered here.
First, you can get “gold spot prices” via Bloomberg or Reuters trading and information services. 
Secondly, if you have access to a foreign currency trading platform or FX price subscription (for example through eSignal, TradeStation, etc.), you can generally obtain gold spot prices based on trading that takes place on the EBS FX platform. Unlike Bloomberg or Reuters quote feeds, the EBS data is based on actual trades, but unfortunately the trading volume is a fraction of the total global spot gold and silver market.
 EBS includes at best 10% of total spot gold (and silver) traded in U.S. dollars. The EBS platform does suffer from some periodic price discrepancies and liquidity issues because of the somewhat limited amount of spot trading that it encompasses. Moreover, gold and silver trading on the EBS is typically speculative only with no long-term commitment to positions or the taking of physical delivery.
Thirdly, Kitco and The Bullion Desk, among others, provide a spot price based on “composite feeds”. The Bullion Desk publishes bid and ask data in “almost real time” and is “official enough” that the World Gold Council, the SPDR Gold ETF (GLD), the Barclays silver iShares ETF (SLV) and many others have selected it as their reference spot price. But these feeds do not represent actual trades in the market (trade data associated with the composite feeds is proprietary and according to Mr. Szabo is not available at any price). Composite feeds are not actionable. The disclaimer from the World Gold Council says “The composite feed is formed by pooling prices from a collection of price contributors and therefore should not be construed as a tradable price.”
 
Composite feed spot quotes are not time-stamped (they are periodically updated via the composite feed) and therefore it is not possible to precisely compare them to, say, COMEX trading data. They do not include market depth (e.g., the second and third best bids and offers). Composite feed spot quotes do not include a bid or offer size (the number of ounces of gold or silver bid or offered).
The "spot" price of gold is of great interest.  For example, coin dealers may describe their “ask” price for a retail buyer as spot + 5.5%. 
9.1.2.1.1.1 Futures Price

There was no futures market for gold before September 18, 1972.

A futures contract for gold involves 

1. an exchange, 

2. the exchange’s current bid, asked and last price, 

3. a delivery date/time, 

4. a definition of acceptable payment,

5. a place which will be the door of an accredited bullion vault, and 

6. a definition of what form of gold is passing from seller to buyer.  

An example of a futures price of gold is: 

1. the CME,

2. the CME bid or asked or last price, 

3. two days from now,

4. wire transfer,

5. the door at xxxxxxxxxxxxx  http://www.cmegroup.com/clearing/deliveries/index.html ?? (I want a street address here.),

6. an LBMA Good Delivery Bar which has been continually stored in an  accredited vault since it was manufactured by an accredited refiner.

 ICAP EBSFX Greg ?  
9.1.2.2 Roll Yield

Roll yield: The return (or loss) gained from "rolling over" a futures portfolio, that is, selling those contracts that expire this month and replacing them with contracts that expire next month (or the next quarter, depending on the commodity). Contracts may be either more or less expensive than current spot prices, creating either a positive roll yield (a situation called "backwardation") or a negative roll yield (a situation called "contango").

9.1.3 The OTC Gold Market
This market is characterized by the fact there is no central exchange.  Reputation of buyer and seller loom largest in this market.  EBay facilitates bringing buyer and seller together, but provides relative little help for trust between buyer and seller.  We group the intermediate case, where one of the 2 participants in a transaction is a recognized entity such as BullionVault or Blanchard as part of the OTC Gold Market. 

In late 2008 the EBay Market is showing prices for gold and silver ~20% higher than the cash market or the lease market.
9.2 Gold versus Gold Miners

This ratio actually compares two forms of gold: above-ground with in-ground gold.  Of the several indices for gold stocks, the XAU has often been favored.  A gold/XAU ratio above 4.0 is good for the XAU, below 4.0 is bad.

	Time
	XAU
	$Gold
	XAU/Gold

	2004/01/29 12:26 NY Time
	93.69
	
	4.25

	2005/08/30
	93
	430
	4.6


9.3 Gold Versus other Commodities

9.3.1 Gold vs. Oil
	Date
	Oil/Gold Ratio $/oz/$/bbl  
	Gold/Oil Ratio $/bbl/$/oz
	Oil $/bbl
	Gold $/oz

	2005/08/25
	6.5
	
	
	444

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Wanniski in August 2005:  “Greenspan himself understands the traditional relationship of oil to gold has been 14 barrel to one ounce, but he does not understand that only under a fixed gold price -- a gold standard -- will that relationship hold.  Today, with gold at $444, one ounce only exchanges for 7 bbl. This has happened because since 1971, the entire world has been without a fixed unit of account. ”

Here it is as a price ratio (price of a barrel / price of an ounce).
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9.3.2 Gold vs. Silver

The historical ratio of the price of a unit mass of gold to the same mass of silver is usually cited as 15:1.

Venoroso:

When Isaac Newton (1643 – 1727) was the Master of the Mint in England, the ratio of the price of gold to the price of silver was five or six to one, if my memory is correct.
 By the 19th century the ratio of the price of gold to the price of silver in monetary coinage was 16 to one. In the late 1960s in the US, the price of gold was fixed at $35 an ounce and the price of silver at $1.29 an ounce, for a ratio of 27 to one. Three decades later in the 1990s, the price ratio between these two metals was closer to 70 to one.

	Time
	Gold/Silver ratio

	12th century to roughly the 17th century
	12

	1675 newton
	15.5

	1850 say
	16

	1968 say
	27

	1980 Jan
	15.5

	1995 say
	70

	2008 credit crisis
	90

	2009
	65-70

	Maximum
	~100


See also the appendix with David Morgan interview at about section 15.13.

9.3.3 Gold vs. the Dow

The following suggests that the Dow really peaked in March, 2000!
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Also, see Dan Norcini’s 1979 to Oct 2009 chart:[image: image18.jpg]s7s
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9.3.4 Gold vs. S&P 500
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9.4 Gold vs. Time of Year
Seasonal variation.
9.4.1 Using CME near Gold Futures Contract
Gold (CMX): (High: Jan//Low: Jul or Sep) Demand is usually weakest in Northern Hemisphere summer, especially August when European jewelry manufacturers are essentially shut down. Demand is greatest going into fourth quarter, during which consumption is highest as gift-giving peaks beginning with Indian harvest and wedding festivals in autumn and carrying through US religious holidays and Chinese new year. [image: image20.png]Gold(CMX) 26 Year Seasonal(1974-1999)
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9.4.2 Using Spot Price 

At  http://www.seasonalcharts.com/classics_gold.html was the seasonal chart for the spot price of gold
 over the period 19710104 – 20100409.  The method is growth.
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At  http://www.seasonalcharts.com/classics_gold.html in late October 2012 was the seasonal chart for the spot price of gold over the 30 year period 19820310 – 20120314.  The method is growth.

[image: image22.png]Gold Seasonal 30 Years

106

105

104

103

102

101

100

2012 Dirmitri Speck
wiw.seasonalcharts.com

Jan |[Feb|Mar [Aer | Mas | 7un [ 7u1 [ Aus | ser | 0ct [Nov | Dec





Similar information can be displayed as a series of month-compared-to-previous-month values.  In the following, each bar apparently represents the named month’s average price as a percent increase over the previous month’s average.
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9.4.3 India

From an Erste Bank CEE Equity Research  report dated June 2008 we have “…. seasonality is not the least due to the so-called wedding season as well as the Diwali Festival in India. Since people in India get married mainly in spring and autumn, the jewellery industry stocks up on material in the third and fourth quarter. The climax and end of the wedding season is May 7th, the day of the Akshaya Tritiya Festival. In addition, jewellers tend to stock up on gold for Christmas in the third and fourth quarter. This is why the fourth and the first quarter show the best performance of the year.  In the second quarter the price tends to correct significantly, and in the third quarter it would usually move sideways. This seasonality has been true for 75 to 80% of the cases.”
9.5 Gold versus Various, 2007 to 2011
The following image show the ratio of gold shares (GDX) to gold ($GOLD).
 For almost a year, this ratio has been range-bound.
Then it shows gold ($GOLD) valued against Oil, Industrial Metals, and the S&P500.  
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Finally, we have a similar chart for Gold against a proxy for a strong paper currency and the identical comparison
 with a more complete date range.
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Focusing on August 2010 to present, it seems clear that the valuation of gold has been relatively constant with respect to stocks of all sorts and to commodities.  But its valuation in the premier paper currency, the USD, has increased by 75%
.  Perhaps more fundamentally, the USD has depreciated by 40%
.
The dollar appears to be the weakest valuator.
10 Gold Price Suppression

Governments with a largely or wholly fiat currency have an overwhelmingly strong motivation to remove all reasonable ways to measure inflation by comparison to a ‘constant’ such as the price of oil or, particularly, gold.  The known (to me, FNC) ways to suppress the price of gold are:

· Direct sale of reserve gold from a central bank

· Leasing of reserve gold by a central bank
 

· Sale of Gold Futures

· Tape painting at important moments such as the London gold fixings, and close of trading in the gold markets (see enumeration and hours in section 13.6).

· Media “Planet Wall Street” bias

While central bank  reserves are held precisely because they may need to be sold, the suppression is clear when the sale is made with little or no regard for getting the best price.

The gold price suppression scheme was a matter of public record in July 1998 when Federal Reserve Chairman Alan Greenspan told Congress: "Central banks stand ready to lease gold in increasing quantities should the price rise". That is, Greenspan contradicted the usual central bank explanation for leasing gold -- to earn a little interest on a dead asset.  Greenspan's admission
 is still posted at the Fed's Internet site.  http://www.federalreserve.gov/boarddocs/testimony/1998/19980724.htm 

10.1 London Gold Pool (1961-1968)

In 1961, the Bank of England and the central banks of the West Germany, France, Switzerland, Italy, Belgium, the Netherlands, and Luxembourg set up a sales consortium to prevent the market price of Gold from exceeding $US 35.20 per oz.

Under the "London Gold Pool" arrangement, member banks provided a quota of gold into a central pool, with the Federal Reserve matching the combined contributions on a one to one basis. During a time of rising prices, the Bank of England, the agent, could draw on the gold from the pool and sell into the market to cap or lower prices.
On Friday March 8th, London sold 100 ton of gold at market, up from around 5 ton on a normal day. The following Sunday evening, the pool released the statement "the London Gold Pool re-affirm their determination to support the pool at a fixed price of $35 per oz". Fed chairman William McChesney-Martin announced the US would defend the $35 per oz gold price "down to the last ingot". That week the London Gold Pool continued to fight the free market process and defend $35.20 gold. By midweek it had emergency airlifted several planeloads of gold from the US to London to meet demand. On Wednesday the London market sold 175 ton, 30 times its normal daily turnover, and by Thursday demand exceeded 225 tons.  http://www.gold-eagle.com/editorials_01/judge052101.html 

That evening emergency meetings were held in Buckingham Palace, with the Queen subsequently declaring Friday 15th March a "bank holiday". Roy Jenkins, Chancellor of the Exchequer, announced that the decision to close the gold market had been taken "upon the request of the United States".

Recommended: R.I.P. - The London Gold Pool, 1961-1968 by Jake Towne, “the Champion of the Constitution”   http://www.nolanchart.com/article6535.html 

10.2 The Gold Carry Trade; Gold Leasing

In a gold lease transaction, a central bank loans gold out to a high-quality borrower, usually called a "bullion bank".  The central bank physically delivers real physical gold from its vaults to the bullion bank, creating a gold loan.  The central bank keeps the gold on its books as an asset: fee simple title never technically changes on the fungible gold. Since the interest on the gold loan was very low, around 1%, a bullion bank will lease/borrow physical gold, sell it in the physical gold market, and invest the cash in high yielding high quality US Treasury debt.  This is the gold carry trade: it lasted from perhaps 1994 until about 2001.

As one source puts it, the commission or “vig” earned by a bullion bank  is the spread between what it pays, GOFO and what it gets, LIBOR.
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Three excellent resources:

· All That Glitters Is Gold, Oil And Food Futures by Elaine Meinel Supkis 3/3/2008+++

· R.I.P. Gold Carry Trade by Adam Hamilton June 15, 2001 +++

· Forensic Examination of the Gold Carry Trade by Rob Kirby 2009 May 13 ++++

10.3 The Washington Agreements starting in 1999 

In the Washington Agreement on Gold (WAG1), fifteen signatories on September the 26th 1999 in a surprise move agreed to limit their sales of gold.  The Second Central Bank Gold Agreement (CBGA(2) or WAG2) was announced in March 2004 and covers the 5-year period from September 27th 2004. It provides for a maximum of 500 tonnes a year to be sold jointly by the signatory countries.

Circa 2006/07/29 

DJ FOCUS: Central Banks' Gold Sales Far Below Quota So Far

LONDON (Dow Jones)--Gold sales by European central banks, which are far below their annual quota, could be a positive sign for the gold market, analysts said Friday.

Under the second European Central Banks Gold Sales Agreement, or CBGA, banks limit gold sales to a maximum of 500 metric tons per year between 2004-09.
 So far this year, central banks have sold only an estimated 343 metric tons.

The quota year runs until Sept. 26.

"If the full quota of CBGA sales does not take place this year, this will be one of the most bullish, concrete developments in the gold market from the central bank community for many years," UBS precious metals analyst John Reade said.

The first CBGA covered the sale of 2,000 tons of gold (400 metric tons per year ) between 1999-2004. It sought to provide better transparency and a framework for large-scale U.K. and Swiss sales after concern that an uncontrolled drop in the gold price could reducing the value of central banks' holdings.

Current lower bank sales could either mean a policy change among CBGA signatories, intensified gold sales in the next two months or forward selling with announcements from banks only when deliveries are made, said Nikos Kavalis at London-based metals consultancy GFMS.

Central banks don't comment on intended future sales.

During the seven previous years, CBGA signatories have always filled the yearly quota. By this time last year, European central banks had already sold most of their quota...

".. the possibility is they will sell a lot of gold in August, possibly 100 tons, which would see prices fall in August"..

However, with the absence of already announced large-scale sellers such as the U.K. and Switzerland, which sold 345 tons and 1,170 tons respectively during the first CBGA, whether banks would use up the whole quota of 2,500 tons had been a point of debate from the start, Kavalis said.

Germany and Italy were touted as new large contributors to fill the quota, but so far only France has come forward to commit sales of 500 to 600 tons over the course of the agreement.

Germany's Bundesbank has passed its annual sale option of 120 tons on to other Eurosystem central banks. Italy has made no commitment so far.

"Central banks staying below their quota is moderately bullish for the market.

Under the first CBGA, banks were allowed to carry forward unsold tonnages. That's no longer an option under the current agreement.

"... it is quite possible that banks sold forward and won't make an announcement until the sale is executed or even only when a delivery occurs" 

The CBGA signatories are Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, Sweden, Switzerland and the European Central Bank.

Greece replaced the U.K. in the new CBGA.  

The world's largest holder of gold as of June 2006 is the U.S. with 8,135 tons.

Other major holders include Germany at 3,427.8 tons, the International Monetary Fund at 3,217.3 tons, France at 2,790.9 tons, Italy at 2,451.8 tons and Switzerland at 1,275.1 tons, according to figures from the World Gold Council.

elisabeth.behrmann@dowjones.com 

=========================================

Central banks set to renew gold pact

By Tony Major and Andreas Krosta in Frankfurt

Published: January 18 2004 

.... in the 1990s a selling binge by central banks drove the price sharply lower.

The gold pact, signed by the ECB, and central banks of the euro-zone, Sweden, Switzerland and the UK in 1999, helped to rebuild confidence by preventing undisciplined selling.

Under the first agreement, the biggest sellers were Switzerland, the Netherlands and the UK. But the German Bundesbank, which has some 3,400 tonnes of gold in its reserves, has recently indicated it now wants to sell about 400 tonnes. The Bank of Italy is also thought to be keen to sell some gold.

=========================================

Several important questions about the Washington Agreement and its anticipated renewal are presented. 

· Why are total gold derivatives rising if the central banks are observing their undertaking not to increase gold lending? 

· How are forward sales handled? 

· Are they counted as sales on the date of the contract, the date of delivery, or not at all if the contract is unwound before delivery? 

· What happens if a lease is converted to a sale, as for example because the lessor cannot obtain gold for repayment, or cannot do so without driving up prices? 

· Do written calls only become sales when delivery is demanded, or should they be treated as sales if and when they go in the money? 

As it is, compliance with the Washington Agreement is impossible to verify, and its renewal is unlikely to benefit anyone except the central banks.

Posted On: Thursday, October 05, 2006, 11:19:00 AM EST

Author: Jim Sinclair

Dear CIGAs,

In the 70s the Central Banks started individually as sellers via the IMF and individually then they slowed down to only the IMF. After that the IMF stopped, followed by Central Bank buying. That trend will repeat itself as incredible as it may appear right now.

Europe's central banks sell less gold than target

Wed Oct 4, 2006 1:51pm ET

LONDON, Oct 4 (Reuters) - Europe's central banks sold just 393 tonnes of gold against the full quota of 500 tonnes in the second year of an agreement that regulates bullion sales, precious metals consultancy GFMS Ltd said on Wednesday.

10.4 Central Bank Holdings in 2005

Each nation has a Central Bank.  In addition, Europe has the European Central Bank, and the IMF has gold or SDRs, at least.  The “largest” are below.  Note that GATA claims that most of these banks have about 50% of these numbers as real physical in-vault gold (bullion or coins).


Central banks: officially reported gold holdings

	Rank
	Country/entity
	tonnes at Sep-05
	Gold as % of reserves

	1
	US
	8, 134
	68%

	2
	Germany
	3, 428
	52%

	3
	IMF
	3, 217
	n/a

	4
	France
	2, 857
	59%

	5
	Italy
	2, 452
	59%

	6
	Switzerland
	1, 290
	35%

	7
	Japan
	765
	1%

	8
	ECB
	720
	n/a

	9
	Netherlands
	717
	52%

	10
	China
	600
	1%

	11
	Spain
	473
	43%

	12
	Taiwan
	423
	3%

	13
	Portugal
	408
	58%

	14
	Russia
	387
	4%

	15
	India
	358
	4%

	16
	Venezuela
	357
	18%

	17
	UK
	311
	10%

	18
	Austria
	308
	37%

	19
	Lebanon
	287
	29%

	20
	Belgium
	228
	27%

	35
	Australia
	80
	3%

	79
	Canada
	3
	0%


Source: World Gold Council



10.5 Entities Performing the Gold Price Suppression

A  Feb. 23, 1997 Washington Post article titled "Plunge Protection Team" 

by Brett Fromson identified a team who could and would intervene in markets 

to prevent massive capital flight and a run on shares 

if a massive selloff were in progress. 

the article identified

· the Federal Reserve chairman,

· the Securities and Exchange Commission chairman,

· the chairman of the Commodities Futures Trading Commission, and

· the secretary of the Treasury

as the team's key players. 

The Central Banks of several countries have colluded to sustain their fiat currencies by sales of Gold.  For the dollar, it's the Federal Reserve acting through the Gold Cartel and associated stock/bond stabilization Plunge Protection Team (PPT).  Other names for the Gold Cartel are COT
, Planet Wall Street
, The Cabal, The Gold Cartel of Common Interest
 , and others.

According to GATA, the Gold Cartel includes J.P. Morgan Chase, Deutsche Bank, Citigroup, Goldman Sachs ("Hannibal Lecter" 
), Bank for International Settlements (BIS), the U.S. Treasury, and the Federal Reserve.

References:

· Gold Anti-Trust Action Committee (GATA) 

· leMetropoleCafe e.g. Bill Murphy Report Jan 30, 2006

· Cheuvreux report January 2006 © Crédit Agricole Cheuvreux, 2006.

10.6 General Description of the Gold Market and its Manipulation

See this summer 2009 discussion by Eric deCarbonnel of the major markets and evidence of manipulation.

From the reference:

To help make the manipulation of gold even more crystal clear, I have added a time zone color code.





Green: Period when the Hong Kong gold market is open, but before the open of the London gold market. This is the only time of the day where gold prices are NEVER attacked (ie: no sharp selloffs).

First Blue: Period after the London gold market opens, but before the Hong Kong market closes. Generally, nothing to dramatic happens here, however there are occasional sharp selloffs.

Yellow: Period when only London physical gold market and NY GLOBEX are open. While the London is a physical market (which makes more difficult to manipulate), London is deeply involved in the suppression of gold. It is central banks dump their gold onto the market (via leasing or direct sales).

First Orange: Period after COMEX gold trading begins, but before the London market closes. The orange and red is where gold rallies are killed and brutal selloffs occur. Consistently, gold will go into the orange/red in rally mode and come out the other side in a selloff. It is also where gold prices go off a cliff as a result of relentless selling in the NY paper gold markets. (Any rallies in this first orange time zone are due to the London physical gold market being open)

Red: Period when only the COMEX gold market (NYMEX) is open. There is one day (May 21) that gold actually managed to rally in the in the red. That day also saw an abnormal surge in open interest on the COMEX, whish means someone was shorting the hell out of gold at the same time as the price was rising. (See *****Who sold 65 tons of COMEX gold in the last two days?*****)

Second Orange: Period after the COMEX closes until the Sydney gold market opens.

Second Blue: Period after Sydney gold market opens but before Hong Kong market opens. Again, most of the time nothing drastic happens here, except for the occasional sharp selloffs.
10.7 The 1993 Beginnings of US Gold Price Suppression

Bill Murphy, at LeMetropole Café on January 4, 2010, writes:  The GATA camp recently uncovered some comments made by former Fed Chairman Alan Greenspan which he made in 1993 during a Federal Open Market Committee meeting:
Page 40 of the transcript here (Page 42 of the PDF version:
http://www.federalreserve.gov/monetarypolicy/files/FOMC19930518meeting.p...)
"I have one other issue I'd like to throw on the table. I hesitate to do it, but let me tell you some of the issues that are involved here. If we are dealing with psychology, then the thermometers one uses to measure it have an effect. I was raising the question on the side with Governor Mullins of what would happen if the Treasury sold a little gold in this market. There's an interesting question here because if the gold price broke in that context, the thermometer would not be just a measuring tool. It would basically affect the underlying psychology."
What Greenspan was saying way back when was that by secretly putting gold into the market, it would affect the psychology of the markets, investors and the public. This was the beginning of the gold price suppression scheme. Greenspan used the word thermometer. For a decade GATA has used the word barometer to explain why The Gold Cartel was surreptitiously suppressing the price … they SHOT THE MESSENGER!
10.8 Market Manipulation Recurring Takedowns

xxxxxxxxxx
10.8.1 Tape Painting

There are certain moments where the spot or futures price of gold will be noted, recorded, and later referenced.  ‘Tape painting’ manipulates these prices lower illegally or without a profit motive.

See section 12 for the markets and their hours.  The times of significance for intervention are suspected to be:

	EST
	London / GMT / WET  time (It’ Later in London!)
	Event

	
	00:30
	Hong Kong: just prior to 8:30 AM opening

	5:30 AM
	10:30
	AM London Gold Fixing

	8:30 AM to 1:30PM
	13:30 to 18:30
	New York futures market open

	10 AM
	15:00
	PM London Gold Fixing (on which almost all gold deals for the day are based)

	2 PM [??3:15PM??] to 4 or 5PM 
	19:00 to 22:00
	New York ACCESS MARKET®’s early hours, immediately following the floor close. With Asia still closed, the tape can be painted.

	5PM
	22:00
	8AM Sydney futures market opening

	when there is a religious holiday in India or Arabia or Russia etc
	
	


10.8.2 Manipulation Patterns

These patterns are difficult to identify and document and change over the years.

10.8.2.1  Comment 1  
When they are having trouble with a surging gold price, silver is held to a loss. For example, when gold was trading a couple of bucks higher than the closing price of the Access market late the previous day, silver was offered 8 cents lower.

10.8.2.2  Comment 2 

The senior gold shares (visible as HUI) are attacked prior to an attack on the gold price the next day.

10.8.2.3  Roberts & Kranzler

Paul Craig Roberts’ credentials make him a very credible source.  Here is one of several articles from the 2013-2014 timeframe he wrote or co-authored on gold price manipulation.  Several of them include highly specific market manipulation examples.
"The Hows and Whys of Gold Price Manipulation"  January 17, 2014 by Paul Craig Roberts and Dave Kranzler.

"To set the tone of trading, the price of gold is usually knocked down when the Comex opens.…"

“Here are the other most common times when gold futures are sold during illiquid Globex system time periods:

	6:00 p.m NY time weekdays
	when the Globex system re-opens after closing for an hour

	6:00 p.m. Sunday evening NY time
	when Globex opens for the week

	2:30 a.m. NY time
	when Shanghai Gold Exchange closes

	4:00 a.m. NY time
	just after the morning gold “fix” on the London gold market (LBMA)

	2:00 p.m. NY time any day but especially on Friday
	after the Comex floor trading has closed – it’s an illiquid Globex-only session and the rest of the world is still closed.


10.8.3 The 10AM New York Intervention

GOLD MARKET INTERVENTIONS

by Dimitri Speck

SeasonalCharts.com

October 27, 2006

Translation of the article for the International Precious Metals and Commodities Convention

in Munich, October 13 through 15, 2006

At a Munich conference Oct 13-15 2006 Dimitri Speck of seasonalcharts.com asserted the following. 

Since August 5, 1993, there has been a systematic attempt to administer downward impulse to the gold price through loans and sales of the metal. The intention of the involved central banks is to maintain low inflation rate expectations. An additional goal is to strengthen trust in the dollar, the bond market and the financial system in general............

.........interventions .......... their execution times ......... are not divided evenly throughout the day, but instead tend to focus on important time points such as the PM-Fixing and the New York closing price. Additionally, Comex trading hours are preferred. This creates an intra-day pattern that can be statistically identified and allows us to pinpoint the starting date of the interventions on August 5, 1993 (*).

This intra-day anomaly existed for a very long time, but has weakened the last few years in the course of the continued upward trend in prices. The attached chart shows the average intra-day trend of all days for which there are high numbers of price fixings. The right axis shows the price, the bottom scale the time of day. The average is calculated by taking the minute by minute prices throughout the day from about 2000 days and consolidating them as a single day. Thus this so-called intra-day chart shows at a glance how intra-day prices behaved over the last eight years.
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Clearly visible is the price decrease at the time of the London afternoon fixing. The minor lows near the morning fixing as well as the open and close in New York are all worth noting. Also conspicuous is that during American market hours the price generally trends sideways, in contrast to the rest of the time when it is moving upwards.
The upwards trend that Gold has been in for the last several years, does not mean that interventions no longer take place. They are however not as frequent (and are thus more difficult to prove statistically). Moreover they retard the rising trend or lead to temporary pullbacks, but in all they no longer prevent the price from increasing. However they remain one of the most important influential factors in the Gold market. .............

© 2006 Dimitri Speck

11 Roosevelt Confiscation of Gold

This Gold as a Monetary Asset  can be used to establish the international context.  Here are the US/Roosevelt high points.
  Several laws, such as the Holiday (March 6-9 inclusive), went into effect before Congress ratified them!
1. On March 5, 10933, FDR issued Proclamation 2038, requiring that Congress convene on March 9.

2. On March 6, FDR issued Presidential Proclamation 2039 – “Declaring Bank Holiday”.   He cited six facts (whereases):  i)  “heavy and unwarranted withdrawals of gold and currency from our banking institutions for the purpose of hoarding” ii) “severe drains on the nations stocks of gold”, iii) a “national emergency”, iv) need for a “period of respite” v)  the Trading with the Enemy Act of 1917, a wartime statute that had not been repealed, giving a president virtually full control over “ the export, hoarding, melting, or earmarkings of gold or silver coin or bullion or currency”, and vi) the act’s  penalty of $10,000 and/or up to five to ten years imprisonment."
3. On March 9, 1933, 5 days after FDR was inaugurated, Congress approved the Act of March 9, 1933 (Emergency Banking Relief Act), Public Law 73-1, 48 STAT 1., 03/09/1933 .  See Wikipedia article.  Title I Section 1 was: “To affirm any orders or regulations the President or Secretary of the Treasury had given since March 4, 1933.”
4. On April 5, 1933 FDR signed Executive Order 6102 "forbidding the Hoarding of Gold Coin, Gold Bullion, and Gold Certificates within the continental United States". The order criminalized the possession of monetary gold by any individual, partnership, association or corporation.  The full text is here (UCSB.EDU) and here (The Privateer).
5. On April 6, 1933 the New York Times wrote: under the headline "Hoarding of Gold", "The Executive Order issued by the President yesterday amplifies and particularizes his earlier warnings against hoarding. …”
6. August 28th, 1933  Executive Order 6260 on Hoarding and Exporting Gold.  … Section 5 ( Holding of gold coin, gold bullion, and gold certificates) said:  “After thirty days from the date of this Order no person shall hold in his possession or retain any interest… in any gold coin, gold bullion, or gold certificates …..”
7. On January 31, 1934  Proclamation 2072 - Fixing the Weight of the Gold Dollar  determined that “the present weight of the gold dollar is fixed at 25.8 grains of gold nine-tenths fine”
.   “I, Franklin D. Roosevelt, ….. do hereby proclaim, order, direct, declare, and fix the weight of the gold dollar to be 15 5/21 grains nine-tenths fine
, from and after the date and hour of this Proclamation.”  Before Proclamation 2072 someone wanting gold could buy it for $20.67 per troy ounce.
    After Jan 31, 1934 a legitimate purchaser paid $35 per troy ounce because of this devaluation.  Henry C.K. Liu describes this as follows.  “On January 31, 1934, Roosevelt issued another Executive Order to devalue the dollar by
 59.06% of its former gold quantum of 23.22 grains, pushing the dollar down to be worth only 13.71 grains of gold, at $35 per ounce, which lasted until 1971.”  Jude Wanniski in 1995 said “ … the dollar was devalued 70%
 against gold in 1934 in a failed attempt to spur the economy.”
According to "Charles D.", President Roosevelt’s exemption for coin collectors seems not to have been included in the original confiscation order. “A collector friend of my father’s told me how, as a law abiding attorney, he turned in his substantial collection of American gold coins for $20 dollars an ounce. He told me when the collector's exemption was announced several months later, he tried to retrieve his collection but was told that the rule applied only to coins not yet turned in. Once again, the law-abiding citizen got the short end of the stick. ..” 
The Bill of Rights speaks to the issue of private property within the fifth amendment, which in part says, “nor be deprived of life, liberty, or property, without due process of law; nor shall private property be taken for public use, without just compensation”. See: Amendment V: Individual debt and double jeopardy.
For an interesting thesis that such a confiscation is unlikely early in the 21st century, see Jim Sinclair on the Federal Reserve Gold Certificate Ratio, modernized and revitalized, below.
Also, it is argued that percent of individuals holding gold in 2011 is far lower than the percent in 1933 -- to the point that it is not worth the government’s trouble to confiscate it.

A recent, excellent, and very comprehensive/critical look at what actually happened is on Culture of Life News: 1933: TERRORIZING PEOPLE INTO HANDING OVER GOLD .

12 In-Ground Gold Deposits; Mining

A brief overview of the geological processes that create gold deposits.

People without a geological background are often surprised to learn that most gold deposits are created by gold that is carried in solutions. Most people think of gold as being nearly impermeable to even the strongest acids. However, water will dissolve gold quite readily when it is heated to about 250 degrees centigrade and kept in a liquid state by subjecting it to immense pressure deep in the crust, with a little sulfur, chlorine and the like added to the mix.

Gold is actually found in many locations throughout the earth's crust, but in minute quantities, measured in parts per billion. Gold deposits form when the concentration is increased to parts per million (which is the same as grams per tonne). Hot water solutions are the concentrating force that creates most economic gold deposits.

A notable exception to this general principal is the massive Witwatersrand gold deposits of South Africa, which are two billion year old alluvial deposits. That is, they formed as particles of gold were deposited by ancient rivers. A portion of gold production in other areas is derived from more recent alluvial deposits, but most gold mining outside of South Africa is on lode deposits,  that is deposits that for the most part derive from hot water solutions.

The most simplistic model of a hydro-thermal gold deposit involves a heat source, such as a body of molten rock that comes to, say, one or two kilometers below the surface. That heat source sets off a large convection cell, in which super-heated water percolates through the rocks, rising above the heat source. These systems circulate super-heated water over areas often measured in many square kilometers. Where such a system involves relatively low temperature water, only about 200 degrees centigrade, the system is referred to as "epi-thermal".

The circulating super-heated water dissolves gold and other metallic elements out of large volumes of rock. When the gold-bearing fluids become channeled through a restricted area, and when something occurs to draw the gold out of the solution, the gold can become concentrated to form an economic deposit.

There are several processes that can result in the precipitation of gold from solution, including:

-          Boiling, which can occur when the fluid approaches the surface and the pressure is reduced, will drop the gold from solution.

-          A decrease in temperature, for example as the super-heated water nears the surface and mixes with cooler surface water, will also precipitate gold.

-          A reduction in the acidity of the super-heated fluid, such as happens when the fluid enters a limestone unit, will also result in precipitation.

-          Carbon draws gold out of solutions, and is the most common method of precipitating gold from commercial gold recovery circuits. Some sedimentary rock units, in particular shale units, frequently contain carbon and can therefore serve as trapping units for gold.

The size and grade of gold deposits is related to the size, strength and the length of duration of the concentrating process, as well as the amount of gold present in the original host rock.

The largest deposits are created by large-scale features that are active over very long periods of time. The intensity of the gold mineralization is often enhanced where the system is subjected to multiple phases of mineralization.

For example, a large-scale fault may be reactivated several times, with each subsequent movement on the fault re-opening the fault to allow a fresh phase of mineralizing fluids to move through the system.

Many large gold-bearing systems occur in distinctive belts, where a concentrating process was active across an extended zone of similar geology. For example, the Carlin Trend of Nevada hosts several large gold deposits which contain more than a hundred million ounces. Several different deposit types are present, all related to the same continental-scale tectonics features that created the mountains of the western United States.

The one hundred-mile-long Carlin Trend, which is one of the largest accumulations of gold in the world, was only discovered in the 1960's, after gold seekers had wandered back and forth across it for more than 100 years.

Gold seekers are being lured to many regions that are more remote than Nevada with the certainty that there are other large gold districts waiting to be found.

12.1 BIOX

The BIOX® process was developed for the pre-treatment of refractory gold ores and concentrates ahead of conventional cyanide leach for gold recovery (extraction). The gold in these ores is encapsulated in sulphide minerals such as pyrite, arsenopyrite and pyrrhotite, thus preventing the gold from being leached by cyanide. The BIOX® process destroys the sulphide minerals and exposes the gold for subsequent cyanidation, thereby increasing the overall gold recovery that can be achieved. 

The BIOX® process has many real advantages over conventional refractory processes such as roasting, pressure oxidation and nitric acid leaching. 
http://www.bioxgf.co.za/content/technology/overview.asp 
13 Investor Sentiment

The key to successful investing is "buy at the time of maximum pessimism and sell at the time of maximum optimism".  This seems fairly straight-forward except that in practice it is difficult to gauge exactly what the "maximum" point is.

13.1 Measures of Investor Sentiment in Monetary Metals

There are several measures of investor sentiment with respect to monetary metals, including:

· The COT Report

· The CEF Premium or Discount
· Traffic at the Kitco Web Site (gold)
· ‘Café Sentiment’ reported by Bill Murphy of  LeMetropole Café – reportedly based on number of trial subscriptions per week
13.1.1 CEF Premium or Discount 

On 10/7/2005 Adrian Douglas wrote the following.

In the precious metals markets it has become in vogue to look at the famous Commitment of Traders report (COT) to see what the net positions of each category of trader are to decide if sentiment has reached an extreme or not.  The futures market is a zero-sum market.  For every buyer there is a seller.  An analogy can be made with the housing market.  You can not have a contract to buy a house unless you find someone to take the other side of the contract and sell you a house.  The COT report states which major trading group holds which side of the contracts.  There are three groups: 
· The Commercials (Bullion banks), 
· Non-Commercials (large investors such as trading funds) and 
· small speculators.  
In general, the Non-Commercials and the small specs buy long gold contracts and the Commercials take the other side buy selling the contract to them (they commit to delivering the gold should the buyers hold the contract to maturity and "stand for delivery").  Most of these contracts are not held to maturity and are settled for cash when either the longs take profits on their gains on a price rise or they dump their contracts at a loss when they panic on price falls.  There has been a myth that has developed in market lore that says that one can use the total number of contracts held by the Non-commercials and specs (usually net long) as a measure of when optimism has reached an extreme.  This is considered to be around 200,000 contracts.  When the COT gets close to this level it is considered "overbought" and it is time to sell.  This has absolutely no foundation in logic, and is clearly a convenient myth propagated by the Commercials.  There are only 6 million ounces of gold in the Comex warehouse.  This equates to 60,000 contracts.  So if the Commercials have reached the point where they have promised to sell 20 million ozs of gold, a mere 14 million more than they have available, why on earth would this be an indication that it is time to sell and let the short sellers off the hook? What is magical about 200,000 contracts or thereabouts?  (I can see why 60,000 contracts might hold some key significance.  Once sellers are prepared to sell more ozs of gold than they have available then it seems to me the upper limit to their folly has no rational boundaries.  This is what one day soon will be discovered by the ever more daring bulls, in particular those bulls who want to take delivery of gold.)

In looking for a measure of sentiment of precious-metal investors one really needs an indicator of sentiment that truly has bounded extremes that are logical and not arbitrary.

In researching this topic I believe I have found just such an indicator. The Central Fund of Canada is a closed end fund that holds a certain amount of gold and silver.  As of today the holdings are 619,591 ozs of gold and 30,973,714 ozs of silver.  They sell shares on the TSX and the AMEX in this fund under the ticker symbol CEF.  Buying shares gives an investor a partial ownership of this hoard of precious metals.  The value of the holding can be calculated by multiplying the ozs of silver and gold held by the respective spot prices (the net asset value NAV).  The value that investors place on the holding, however, is given by the share price multiplied by the total shares issued (Market Capitalization).  If the market cap is higher than the NAV then investors are prepared to pay a premium over the spot price to own their share of the holding; if market cap is less than the NAV then investors demand a discount to the spot price.  As the fund is closed end, the only way a new investor can obtain shares is to buy them from a current owner.  If investors are pessimistic about the future spot price of bullion the shares will be sold at a very low premium or even a discount to spot to offload them.  If investors are very optimistic about the future spot price of bullion then they will be prepared to pay a premium over the spot price to obtain a partial ownership of the CEF bullion holding.  There are logical limits for the extremes of the premium and the discounts.  If an investor is very bullish on bullion but doesn't want the inconvenience of buying and storing, and insuring the metal himself then he might, in an extreme case, be prepared to pay up to 25% more than the current spot price for this convenience.  If he had to pay much more than this he would probably decide to buy bullion from a broker.  If an investor feels pessimistic about bullion it would seem likely that he would not have to discount his holding in CEF by more than, say, 15% below spot to encourage another investor to buy his shares from him.  While these are not absolute limits it is highly unlikely that premiums or discounts would go far outside this range.  Imagine if you were selling your house, would you sell it to someone who offered a price that was 15% below valuation even if you were really in a hurry to sell? Or if you were buying a house that you had really fallen in love with, would you pay more than 25% above valuation? So it would appear that the premium of [or] discount of the CEF fund to its NAV (see the CEF Premium or CEF premium calculator) would be a good sentiment indicator which has some realistic and logical bounds on its possible extremes of optimism and pessimism. So let's take a look at the following graph.[image: image30.png]3000
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 The graph shows the gold price in yellow, the HUI index in red and the CEF premium/discount to NAV in green from Jan 1999 to Oct 2005.  (I am extremely grateful to the CEF investor relations department for providing me with this data.)  

Gold made a 20 year bear market bottom of $255/oz in April of 2001.  At that time market analysts were predicting gold would drop to $100/oz! Just before that bottom was reached the CEF premium dropped to a low of -16%.  CEF investors were prepared to sell their share of the CEF holding with a discount of 16% to the spot price! This was an extreme of pessimism and turned out to be the perfect time to buy just as the current gold bull market was launched.  As the bull market got under way optimism grew and investors were prepared to pay ever increasing premiums over the spot value of the CEF holding to get in on the action.  The first extreme level of optimism was seen as spot gold passed the psychological resistance of $300/oz in March of 2002 when the premium shot up to 26.5%.  The premium fell back but continued to trend upwards.  The premium spiked again as the key psychological price of $350/oz was surpassed in January of 2003 reaching 27.5%.  This was the highest that the premium reached.  It has gradually declined and showed no great excitement as gold has broken through $400 and $450 per oz! Today as gold stands at an 18 year high new investors in CEF are prepared to pay no premium whatsoever over spot bullion prices for a share of the CEF holding.  It can be seen that since reaching gold $350/oz the HUI and the premium on the NAV of the CEF have displayed apathy toward the gold price.  It seems that investors in the CEF and the HUI are in disbelief that gold can go higher.  The CEF premium indicates that investors have been more and more expectant of a major correction the higher gold has risen above $350/oz! In the last few months, however, the premium on the CEF is displaying a bottoming formation around zero percent premium to NAV and is starting to tick upwards.  This looks to be that an extreme of pessimism has been carved out.  Despite the remarkable performance of gold and silver bullion prices there is no excitement amongst investors, no irrational exuberance in bidding up the premiums on the CEF NAV.  It is possible that the CEF premiums could go lower into discounts but it would seem unlikely that sentiment could return to the same levels as it was at the end of a grinding 20 year bear market when prices are currently at an 18 year high! From these indications, I firmly believe we are on the launch pad for phase 2 of this gold bull market when extraordinary gains will be made by investors who are well positioned.  This is the FINAL COUNTDOWN!  In the coming weeks and months you will understand what I mean when I say:"You haven't had a rush until you have had a gold rush!"Adrian Douglas

Bill,

 BTW, the premium on CEF, which had fallen from about 10% to 2% upon the announced approval of SLV, has now jumped back up to 6.5% as of the close today. [SLV started trading end of April 2006.]
  Very, very interesting. Do people sense a physical squeeze on silver, or do they fear that SLV will not do what it is supposed to do (i.e. own physical silver), some combination of both, or something else we don't know yet?

 We'll see.

Andy

14 Advisors, Consultants, Organizations: Whom you can Trust

Jay  Taylor Aug 11 2003

"...believe GATA, not Goldfields Minerals Services, which is the establishment's disinformation mouthpiece. GATA started out on the intellectual capital provided by the brilliant gold market analytical work of Frank Veneroso. Frank concluded the Goldfields Mineral Services gold short numbers were way too low and that the central banks were dishording enormous amounts of gold either by outright sales, leases or swaps."

14.1 Top Analysts

This list is badly in need of update.
	Name
	Affiliation
	My Rating
	Said
	On

	
	
	
	
	

	Adam Hamilton
	Zeal Research (www.ZealLLC.com )
	
	"In leverage terms the current HUI upleg looks modest so far, but this is par for the course. The HUI leverage to gold always looks anemic until the final euphoric surge ..."
	20051209

	Adrian Douglas
	
	+?
	“The bottom is in.” (re gold)
	20060602

	Bill Murphy
	Chairman, GATA
	++++
	"I cannot stress how bullish this central bank gold story is:"  "European central banks are highly unlikely to sell the total 2,500 metric tons of gold permitted under the five-year Central Bank Gold Agreement, HSBC analyst Alan Williamson said Friday." ..........."Gold, silver and the shares remain THE historic investment opportunity of a lifetime!"
	20060130

	Elaine Meinel Supkis
	Culture of Life News
http://emsnews.wordpress.com/ 


	++++
	
	2014

	Frank Holmes
	manages $150 million in gold-related funds at U.S. Global Investors Inc.
	
	``An ounce of gold should always be the price of a good suit and that's around $599.” 
	20031200

	Frank Venoroso
	
	++++
	
	

	Frederic Panizzutti
	Swiss-based MKS Finance analyst
	
	
	

	Ian McAvity
	longtime gold analyst and editor of Deliberations on World Markets in Toronto
	
	"It is unlikely but not unprecedented that governments would make a move against gold holders. ... Silver ..... the governments have little history with it. While I don't think it is likely that governments will ban the ownership of gold, ..  we have a .. responsibility to represent silver, as well."
	200205

	J. Orlin Grabbe
	wildman (so smart he’s crazy) and encyclopedic author http://www.orlingrabbe.com/gold_index.htm
http://www.ingoldwetrust.ch/guest-post-the-gold-market-part-1 (2,3,4,5)

http://chasegalleryconnect.org/FNC_C/Data/Personal%20Finance,%20Investing,%20Estates,%20Retirement/Market%20Sectors/Commodities/Precious%20Metals%20Group/Monetary%20Metals/Gold/The%20Gold%20Market/20111213%20The%20Gold%20Market%20in%202011.html  (2,3,4,5)
  
	
	Now deceased.
	

	James J. Puplava  
	http://www.financialsense.com/  prolific writer talk show host and gold futurist
	+++
	http://www.financialsense.com/stormwatch/2005/1028.html 
	

	James Turk
	Gold Money founder http://goldmoney.com/ 
	++++
	``Not reporting M3 is the equivalent of General Motors not reporting how many cars it produces. ... The misstep will only hasten the rush out of dollars into the safety and security of gold.''
	20051117

	Jim Sinclair
	http://www.jsmineset.com/ARhome.asp 
	++++++
	
	

	John Embry
	Eric Sprott, Sprott Asset Management
	+++++
	
	

	John Hill
	Citigroup
	+++++
	"We continue to be positive on gold, believing that healthy underlying supply/demand fundamentals in the form of Indian fabrication, Chinese retail investment, and recycled Middle Eastern petrodollar flows, set the stage for the next round of macro/monetary catalysts to enter the market."   "Gold should be well-positioned if the US economy slows sharply, given debt and dual-deficit strains that would likely emerge, or if the Fed attempts to reflate its way past near-term growth impediments for the metal."
	20051207

	Kenny Adams
	Jim Sinclair: “the world's best technician, in my opinion”
	
	
	

	Louis Paquette
	balanced http://www.emerginggrowthstocks.ca/ 
	++++
	"The difference between what we are now hearing from these people today and past gloom and dommers isn’t the message, just the messengers.  Previous gloom and doomers were selling products; their books, newsletters or gold coins. They were seen as possibly biased ... The new messengers do not have apparent reasons to benefit.... they are from the "inside" ...  carry more weight, .."
	20051207

	Marc Farber
	http://www.gloomboomdoom.com 
	
	
	

	Nelson Hultberg
	Americans for a Free Republic www.afr.org hultberg@afr.org 
	++
	“.... that 50 week MA. Could this be the guideline that the Cartel follows in its dumping schemes, trying always to bring gold back to its 50 week MA?”
	

	Pamela & Mary Ann Aden
	
	++
	
	

	Paul Merrick
	vice-president of commodities at RBC Capital Markets
	
	
	

	Paul van Eeden
	www.paulvaneeden.com 
	
	
	

	Peter Schiff
	president of Euro Pacific Capital in Darien, Connecticut
	
	"What's helping gold is that rates are so low in the first place," he said. "And that with respect to raising rates, the Fed can't raise rates high enough to hurt gold without hurting the economy -- which also would be good for gold."
	20051227

	Robert Bishop
	The Gold Mining Stock Report
	
	
	

	Steve Roach
	Morgan Stanley
	++++
	
	


14.2 Notable Organizations

GFMS (Gold Fields Mineral Services) has been termed ‘the Gold Cartel apologists’ by Bill Murphy.   Underscoring that:  Sprott Asset Management's John Embry on August 20, 2012 tells King World News that the GFMS metals consultancy is a long-time purveyor of misinformation about gold and should be ignored. Western central banks, Embry adds, are operating another version of the London Gold Pool of the 1960s and it will work until it doesn't and in the meantime they are setting gold up for a "massive move."  Embry's interview is posted at the King World News blog here.

15 Essays & Interviews
15.1 Ferdinand Lips

Lips Institute:  Gold Wars 

Jim Puplava interview:  Gold Wars: The Battle Against Sound Money As Seen From A Swiss Perspective
15.2 Vaults Empty?

Topics: Gold Assay, Multiple Ownership, Bullion Vaults, Silver, ...

from
Jack Fortin 

date
Thu, Apr 8, 2010 

subject:
Scotia Mocatta

 Scotia Mocatta is the largest bullion trading firm in the world. They are owned by the Bank of Nova Scotia. I really don't know who the other shareholders are or their positions.

 The Toronto vault 
 is their main one. I know for a fact they have precious metals available for over the counter purchases in Calgary. CIBC, RBC and possibly Toronto Dominion (not certain) have their own bullion vaults as well in which they hold allocated (Central Fund of Canada [CIBC]) and their own proprietary gold and silver. They also do limited assaying which mainly consists of verifying authenticity of bars and coins submitted from various branches. Johnson and Matthey do all the assays for the banks in which unrecognized bullion is tested then converted to recognized form. In Canada a bar must be Royal Canadian Mint, Canadian Copper Refinery, J&M or Englehard to be recognized. All others are supposed to be melted down should they come into the possession of the banks.

 My brother, Tom and I have understood since about 2005 that Scotia Mocatta does not have the silver to cover it's paper. We cleaned out their 10 oz dealer bars and many were subsequently sold through my shop. Tom was registered as a hedger so he could buy bullion on very favourable terms. There is a lot more to this but it is up to Tom to decide if he chooses to share it.

 With the recent news about Scotia Mocatta (remember that the events recounted occurred in 2008), I have to change my outlook on bank issued gold/silver certificates. I used to hold that they were suitable for short term speculation only but generally safe for that purpose. I no longer view them as safe under any circumstances. We buy precious metals to protect ourselves from the excesses of the financial system. They are the same types who are selling the paper. Public perception of a gold shortage could lead to a run on physical with strictly cash settlements on certificates. Most folks don't realize how little it would take to have every ounce of gold and silver disappear from retailers.

The ‘recent news’ Jack mentions is a credible eyewitness account of an almost-empty Scotia Mocatta main gold vault:  ref0, ref1, ref2.

15.3 Tax gold forward sales while you can

    By: Doug Pollitt, Pollitt & Co., Toronto

 Posted: 04/17/2001 05:00:00 PM  | © Miningweb 1997-2001

It is the gold mining companies, by means of hedging, that have been doing much of the borrowing. 3000 tonnes of borrowing to put a finer  point on it. Placing this in perspective, 3000 tonnes in the form of accelerated  sales is more than eight times the amount of gold hitting the market via the  much-heralded U.K. gold sales. 

Demand is at or near record levels  and growing. Demand outstrips mine supply by some 40%. A large hedge book might amount to 500  tonnes, equivalent to perhaps 300 million wedding bands. That 's a lot of  demand, that's a lot of ad copy. Wouldn't it just be easier to buy the 500 tonne hedge book back? Just as accelerated gold sales have depressed the price  and all with an interest in it, the same phenomenon now provides a cheap,  simple way to help get the market out of its dreadful rut. Half a dozen phone  calls could see gold at $400.

 That hedging hurts the gold market is academic; that hedging hurts  gold-producing countries is a simple corollary.  An ounce sold forward  today is an ounce of gold that cannot be sold spot tomorrow. 

… a tax stream premised upon a long-term  equilibrium price. What number is this? Everybody has their own ideas but  $400 might not be too far off a consensus mark; accelerated sales at prices  well beneath this level thus not only cheat the shareholder but also cheat the  government as well. One compensatory step would be to simply tax the  difference. In other words, from the point of view of Mr. Tax Collector, an ounce  hedged at $290 will be deemed to be sold at (say) $400. The logic of this  scheme is clear: an ounce taxed today at $260 – thin gruel at best – is an  ounce that can't be taxed when prices inevitably correct. Catch while catch  can.

 When the oil industry first opened up over 100 years ago, producers would  tend pump their fields as fast as they could. Why? Because if they pumped  fast enough, they would capture a portion of their neighbors reserves; of  course, all the producers' neighbors were trying to do precisely the same  thing. This mad-dash to get what you could resulted in poor recoveries,  impaired fields, dirt cheap oil prices and an industry in disarray. Kind of like  the gold industry today. Governments finally stepped in and removed the  incentive to bring accelerated sales of crude to market and the nascent oil  industry recovered. Indeed, this legislation provided for the sound exploitation  arrangements we see in practice today. It's high time governments of gold  producing countries did likewise. A mining permit should allow a company  extract gold in a responsible fashion; it should not serve as a license to  arbitrage reserves and squander the national patrimony. This basic tenet  should be reflected in legislation clearly and it should be reflected in legislation  quickly.

15.4 The bull in gold bull-ion

Extreme rally seen; 

Central Fund as proxy for metal

By Thom Calandra, CBS.MarketWatch.com

Last Update: 1:09 PM ET May 3, 2002

SAN FRANCISCO (CBS.MW) -- With gold equities selling for extreme multiples of operating cash flow, veteran bullion analysts say the metal, not the companies, will draw the next round of hot money.

On Friday, as the dollar lost ground to the euro and other major currencies, talk surfaced of a massive move of money into bullion futures and the spot gold market. 

"While gold has actually risen in price, in 2000 and again in 2001, gold stocks have been the chief beneficiary," says Robert Bishop at The Gold Mining Stock Report. Gold since Jan. 2 has risen about 16 percent in the spot market, to $312 an ounce Friday afternoon. Gold-mining shares, and the mutual funds attached to them, have gained 60 percent and, in some cases, much more in the same span.

"The gold stocks are pricing in a $350 an ounce price right now, so gold better get there," says Ian McAvity, a longtime gold analyst and editor of Deliberations on World Markets in Toronto. On Friday, spot gold prices had risen as high as $313.30 an ounce by 1 p.m. ET, their highest point since Feb. 10, 2000. Small-lot gold futures traders on Comex in New York, meanwhile, were net long more than 100 tonnes of the metal for only the fifth time ever. See story.) 

California-based Bishop, who has been following gold mining companies for more than 20 years, says gold shares are leading the way in the bullion bull market. Gold Fields (GOLD: news, chart, profile), for example, the world's second largest unhedged producer of gold, has seen its shares in South Africa and in the United States rise more than 160 percent since Jan. 2.

"Shares are both discounting higher gold prices and way ahead of where they should be at this point in a new gold cycle," Bishop says. "One outcome is that we may enter a period where gold outperforms the shares, or, more likely, where continued advances by gold result in less robust performance on the part of gold stocks."

If the actual metal is setting up for a 20 percent or greater gain in coming months, and some observers say $1,000 an ounce is possible in coming years as the dollar collapses under the weight of a swollen current account deficit, how do you buy gold -- and not gold miners -- these days? (The dollar Friday was sinking 1.4 percent against the euro to 91.14 cents - its lowest point since Oct. 16 of last year.)

Gold futures contracts, wielding enormous leverage, are for daredevils. Four-hundred-ounce bullion bars at present prices would cost $124,000 apiece, plus storage and insurance fees. Gold coins are terrific -- the Eagle from the U.S. Mint, the Maple Leaf in Canada, Krugerrand in South Africa and so on. They're pretty. You can carry them in your pocket. But buying them often triggers sales tax. Plus, they carry premiums to the market and are bulky to store.

In Toronto, McAvity points to Central Fund of Canada (CEF: news, chart, profile), a $96 million closed-end fund that stores gold and silver in bulk. McAvity is a co-founder and a director of the 19-year-old fund, which just sold $2.5 million worth of shares to a private investor, then sunk the proceeds into 4,000 ounces of gold and 200,000 ounces of silver. The Central Fund of Canada now holds 163,000 ounces of gold and 8.1 million ounces of silver.

McAvity, a grizzled gold investor, has been publishing his analyses of bullion, the dollar and gold miners since 1974. A study he completed in November 1980 showed bullion outpacing the gains made by gold mining equities in the great gold market from 1976 through mid-1980. The price of an ounce of gold reached $850 an ounce in January 1980.

"The mining shares had already made their statement," McAvity wrote at the time. Indeed, gold shares as measured by the Toronto Gold Mining Index and the Financial Times Gold Mines Index had gained thousands of percent in the gold rally that began soon after President Richard Nixon abolished the dollar's gold-link in 1971.

Yet in the final years of that inflation-fed rally, it was gold that harbored the greatest gains. In the final year of the rally, 1979 to 1980, gold's spot price about doubled. The gold mining indexes, in contrast, were either flat and in some cases falling.

McAvity believes that cycle will occur again. "The big key is the dollar. It started a breakdown this past week but has to fall further. The euro must rise above 93 cents," he said from Toronto. The euro Friday reached almost seven-month high against the dollar.

To be sure, investors looking for dollar-inspired fireworks are almost sure to get a bang out of the gold mining equities. Bishop in California points out very few companies are building their gold reserves. That bodes well for small exploration companies that could get scooped up by major producers in the event of a massive bullion rally. Canada's crop of small explorers, $50 million market-capitalizations and less, have tripled and quadrupled in price in less than a year.

Yet more investors, large and small, are said to be looking for a way to participate in a gold rally without paying 30 and 40 times profits for a gold mining company. Some investors are also nervous as gold miners take advantage of the bullion rally to raise money by selling new shares in their respective stock markets.

Douglas Pollitt, an independent analyst and president of small investment bank Pollitt & Co. in Toronto, put it like this Friday. "Owning Central Fund is like having the bars under your mattress and a guard posted outside your bedroom door. From its lows a couple years back, oil tripled. How many oil stocks tripled? In the '70s, the metal outperformed most shares."

Pollitt said some gold mining companies, those with problematic hedge books such as Barrick Gold (ABX: news, chart, profile), will turn off investors with their complex accounting for forward sales. Hedged miners use derivatives and other forms and options and futures to enhance their profits when gold is flat or declining in price. 

Central Fund's private placements this year have gone largely to Canadian money managers who specialize in gold mining shares but want exposure to the actual metal. 

McAvity, the director, said Central Fund also buys silver in bulk -- about 50 ounces for each ounce of gold -- in the unlikely event governments take measures to contain the metal's rally. For many governments, gold is seen as a harbinger of commodity inflation and an indicator of fiscal distress. Central banks around the world, thinning their reserves of gold in favor of paper debt, are the metal's largest seller.

"It is unlikely but not unprecedented that governments would make a move against gold holders," McAvity said. "Silver still has a long monetary history and the governments have little history with it. While I don't think it is likely that governments will ban the ownership of gold, as they once did, we feel we have a fiduciary responsibility to represent silver, as well."

Like all closed-end funds, the Central Fund trades at discounts and premiums to its net asset value. As of Friday morning, the fund traded on the American Stock Exchange at a price that was 6 percent greater than its vaulted holdings of gold, silver and, representing 2 percent of the fund, cash. (That premium rose sharply Friday afternoon.)

At times, the premium to the company's gold and silver bars has approached 20 percent. That hasn't happened in more than 10 years. McAvity says a return to a 10 percent or greater premium for Central Fund's shares would mean only one thing: "People would want to own gold, quickly, in its purest form."

Central Fund shares, which also trade in Toronto, rose 23 cents to $4.16 early Friday afternoon on the AMEX, with more than 400,000 shares changing hands, or about 10 times the fund's daily average.

       In pursuit of the golden grail        Some see exchange-traded bullion in our future    By Thom Calandra, CBS.MarketWatch.com  Last Update: 11:46 AM ET May 7, 2002

     SAN FRANCISCO (CBS.MW) -- Where is the QQQ for  gold?

 Mining executives  are probing demand  for an electronic  proxy for gold, in  theory similar to the  so-called Nasdaq  100 cubes (QQQ:  news, chart, profile).  With gold-mining  shares at three-year  highs in North  America and other  markets around the  world, individual  interest in the metal  is rising.

 Small-lot traders on  New York's Comex,  the futures  exchange, are net  long more than 100  tonnes of gold for  just the fifth time  ever, says  precious-metals  analyst Andy Smith  at Mitsui and Co. in  London. Demand for  gold in Japan,  where bank  depositors are  losing some of their  government  insurance on cash holdings, is soaring. The deflated nation's  gold imports have risen more than 600 percent from a year  ago. 

 Another dramatic sign of gold's lure for ordinary investors  comes in the form of a $110 million closed-end fund that holds  gold and silver bars in Canadian vaults. Traded in Toronto and  on New York's Amex, the security, Central Fund of Canada  Ltd. (CEF), has, in two days, risen to a 23  percent premium to the net asset value of its holdings. The  average premium for the fund, until gold prices surpassed  $312 an ounce last week, was more like 6 percent.   "This is the only way to achieve a cash equivalent for gold in  clients' accounts, quickly," says Eric S. Sprott of Sprott Asset  Management in Toronto. Sprott, one of Canada's most active  gold-fund managers, owns about $20 million worth of Central  Fund shares on behalf of clients and participated in a private  placement of the fund's shares in early April.

 Trading in Central Fund had averaged about 20,000 shares a  day before 1.4 million shares exchanged hands Monday. The  closed-end fund's 23 percent premium is near or at an all-time  high. See the report.

 Chief Executive Stefan Spicer said he was taken by surprise  by the ferocity of the move into the 19-year-old Central Fund,  which he says is the only investment vehicle backed by  physical gold and silver in the world. The fund holds 163,000  ounces of gold, 8.1 million ounces of silver and about $2 million  of cash.

 Rush to own gold

 "Right now, there is a lack of a way to buy gold bullion," Spicer  says, speaking from his office in Ontario. "Investors seem to  want fast access to the metal in their accounts." Spicer says  that in an extended gold rally, or a panicked rush to gold, he  could envision the premium to own the metal rising sharply.  

 More on $1,000-an-ounce gold.

 To be sure, there are other ways to  own gold without schlepping off to  buy gold bars or coins, then carting,  insuring and storing the bullion. One  or two countries have gold-backed  bank deposits, says Mitsui's Smith.

 Plus, there are so-called gold  tracers in Germany and other markets, such as Luxembourg.  These derivative devices are similar to warrants that track a  commodity but settle in cash on certain, usually quarterly,  dates. Mostly, they are for large investors who use the tracers  to represent gold in institutional portfolios, without trading  desks having to locate and store the metal.

 In Germany, so-called Zertifikate are derivative products of the  large banks -- Deutsche Banc, UBS, Commerzbank. The  certificates trade much like securities. Still, they are not  backed by a physical asset -- in this case, gold. "Most people  buy the tracers directly over the quote systems of Deutsche,  UBS, etc., with their German discount brokers, who are often  connected to the quote systems of the major banks," says  Josef Reinthaler, a money manager in Germany.

 Via the Internet, www.goldmoney.com gives  depositors electronic accounts and a secure  payment system based on physical grams of  gold deposited in an actual vault. The  attraction, says Gold Money founder James Turk, is the avoidance of the baggage that  comes with owning bulky gold bars and  coins. 

 "It is easy for individuals to buy and store coins, but efficiently  is another matter," says Turk, who's based in New Hampshire.  "Though they worked well in the 19th century, coins are not  efficient by modern-day standards. Fabrication and shipping  costs can be expensive. Secure storage can be expensive,  too. Safe-deposit boxes are not cheap."

 Buyers of gold coins such as the U.S. Mint's American Eagle  or Canada's Maple Leaf also pay sales tax in some states,  and they face wide bid-and-ask spreads plus sales  commissions. 

 The World Gold Council, a trade  group for the metal, is fashioning a  $200 million advertising campaign  that will try to add to gold's lure as  an investment. Gold jewelry, design  and fabrication accounts for about  80 percent to 85 percent of the  metal's demand, with the rest  coming from investment.

 The Gold Council this year is led by Gold Fields Ltd.'s (GOLD:  news, chart, profile) chairman, Chris Thompson, who has  pushed for easier ways to buy actual gold. The Sunday Times  in Johannesburg just reported the Gold Council hopes to unveil  a "securitised bullion instrument, tradeable through the regular  channels, which will make it possible for investors to buy and  hold physical gold." 

 Gold Fields, South Africa's second-largest producer, will list on  the New York Stock Exchange later this week, joining neighbor  Anglogold Ltd. (AU: news, chart, profile). South Africa, one of  the world's five largest gold-producing nations, prohibits the  ownership of gold as an investment.

 All of the U.S. stock market's  current exchange-traded funds are  based on underlying indexes, such  as the QQQ's Nasdaq 100 Index.  Asset managers, if they can gain  approvals from the U.S. Securities  and Exchange Commission, would  like to offer actively managed  exchange-traded funds that trade as a real-time security and  are subject to a money manager's many daily decisions.

 Smith, the Mitsui analyst in London, says it might not be long  before the world's big banks jump on the gold-instrument  bandwagon. "Any bank worth its salt will design any investor  who asks -- and often those who don't ask -- any gold-like  instrument they wish," Smith said Tuesday. "If the gold is  allocated, this involves dollar-for-dollar accumulation of  physical gold."

 Such a vehicle could boost physical  demand for gold, unlike the  speculative trading of gold for future  delivery in futures-trading pits. In  this country, mutual funds must  obtain approvals to own actual gold  in their portfolios. The process is a  lengthy one, and few mutual funds  own bullion.

 Thompson, the Gold Fields executive who is headed to New  York for his company's NYSE listing, is quoted on news  service The Mining Web with some of the potential specifics of  a possible exchange-traded fund for gold. "Most portfolios,  equity managers' portfolios, are, by mandate, not allowed to  own gold," Thompson said in the interview. "Most of the  mandates around the world dictate you can own equities,  bonds, tradeable instruments, but physical bullion you can't  own -- so that a huge part of the investment universe is  actually denied the opportunity to do so. We need to make it  possible for them to own gold."

 John C. Doody, editor of Gold Stock Analyst newsletter, says  time will tell whether individuals are interested in an  asset-backed gold security. Doody, whose top 10  gold-company stocks are up a combined 80 percent since Jan.  2, says there probably is a lack of interest in such a security,  even with a gold rally that has lifted mining equities an average  of 55 percent this year.

 "The market capitalization of the 45 stocks we cover is $57  billion. Where's the industry's rank among the S&P 500  stocks?" Doody asks. "Way down the list."

 Gold mining shares, as measured by the HUI (the AMEX ‘Gold Bugs’), were up 1.7 percent at  midday Tuesday. Spot gold's price was up 80 cents to $312  an ounce.

15.5 Gold Mining Stocks - The Next Big Thing

 By Doug Casey          Nov 15 2002    www.dougcasey.com 

Gold mining stocks are an extremely leveraged way to play the gold price. But it's not, unfortunately, quite that simple.

As a business, mining is about the worst enterprise in the world. Economic deposits are very hard to find and very expensive to prove up. Then it costs up to a billion dollars to actually build the mine -- a huge up-front investment. Even then, you can’t be completely sure the thing will perform as hoped; maybe the metallurgy will turn out to be troublesome, maybe metal prices will collapse, maybe the political system will act up, maybe any of a hundred equally serious things will go wrong. The more I’ve learned about the mining business, the less I want to be in it. It’s a lousy business. Among other things, a good business is one that isn’t overly capital intensive, isn’t fixed to one locale, is not overly subject to commodity price swings, is not regulation intensive, doesn’t have to rely on hourly labor, doesn’t have potential environmental problems and, most importantly, can be grown consistently. The mining business violates all of these things. It’s a 19th century business, intended for a choo-choo train economy, and that kind of economy is on its way to the scrap heap. Entirely apart from that, the long term history of commodity prices has been to fall, and that trend is going to accelerate radically with the development of nanotechnology over the next decade or so.

The way to make money investing, as Warren Buffett has demonstrated, is to put your money into great businesses for the long term, not lousy businesses in hope of getting lucky. You cannot, therefore, "invest" in mining stocks; it is only possible to speculate in them. I know this sounds like bottom of the market talk, but it’s just reality; I was saying this at the top of the market as well. Hopefully, when we dump the mining shares again in a few years, we’ll be able to buy into high tech for the kind of value now available in resource issues.

Very, very few of even the best mining companies should even be considered as long-term holdings. True, the majors sometimes show earnings—but most sell at absurd P/E ratios, making them chronically overpriced even if they were good businesses. But they’re terrible businesses, deserving low P/Es regardless of whether times are fat or lean. 

Frankly, I have a lot of misgivings about recommending people own mining stocks because I’m afraid that, for whatever reason, many view gold stocks as heirlooms. They emphatically are not. These things are burning matches or, at best, trading sardines. But the prospect of seeing them run 1,000% every cycle (even within the context of a 22-year bear market) makes them worth following at all times and sometimes owning in size if you’re a speculator. 

The recently ended bull market in New York is actually an excellent underpinning for the building run in gold stocks. That's because there are now scores of millions of people out there who've had their appetites whetted for "hot," volatile sectors of the market. They’ve lost a lot of money in the last couple of years, but they're still players. Most tend to be trend followers, who are anxious to jump on board any sector that's moving, especially if it's got a credible story to go with it. Gold stocks are made to order for these folks. You saw what they did to the Internet stocks, and they'll do it here. Better yet, as hard as promoters will try to meet the demand by forming new companies and printing up new share certificates, I don't think they'll be able to meet the demand. People in the gold stock finance business just aren't used to thinking that big. I think the group will have a wilder ride than the Internets did. I know that sounds outrageous, but there's good reason to believe it. And, at the present moment, the downside has been washed out by a brutal six-year bear market. 

Clive Maund

The total value of all gold stocks in the world does not exceed the capitalisation of Microsoft, so there will be an extreme supply/demand imbalance.

15.6 Greenspan & Bernanke: The Printing Press

By Dr. Richard S. Appel        

Dec 23 2002

THE FATE FOR GOLD AND THE U.S. DOLLAR IS SEALED  [Excerpts]

Shortly after Alan Greenspan’s momentous statement regarding the methods that he would employ to overcome deflation in our country, Federal Reserve Governor Ben Benanke elaborated on a number of other possible means to achieve that end. I believe that the statements of both Greenspan and Bernanke have announced to the world the direction that the U.S. will follow should our economic decline worsen. If as I believe, a further deterioration of the U.S. economy is inevitable, the Federal Reserve’s future plans have sealed the fate for gold, silver and the dollar. 

In mid-November, Greenspan stated that, "there’s virtually no meaningful limit to what we could inject into the system were that necessary". He commented that he would release unlimited dollars into our banking system by acquiring among other things, long term Treasuries if he deemed it advisable. About a week later, Governor Bernanke confirmed and reinforced Greenspan’s testimony. He stated that, "the U.S. government has a technology, called a printing press (or, today, its electronic equivalent), that allows it to produce as many U.S. dollars as it wishes at essentially no cost. By increasing the number of U.S. dollars in circulation, or even by credibly threatening to do so, the U.S. government can also reduce the value of a dollar in terms of goods and services, which is equivalent to raising the prices in dollars of those goods and services." He went on to say that, "If we do fall into deflation, however, we can take comfort that the logic of the printing press example must assert itself, and sufficient injections of money will ultimately always reverse a deflation". 

Governor Bernanke continued and described the various methods that the Fed could utilize in order to inject liquidity in the banking system. Among these, in addition to acquiring Federal backed debt such as Ginnie Mae securities, they could purchase "foreign government debt, as well as domestic government debt". He continued with; "the Fed does have broad powers to lend to the private sector indirectly via the banks, through the discount window. Therefore a second policy option, complementary to operating in the markets for Treasury and agency debt, would be for the Fed to offer fixed-term loans to banks at low or zero interest, with a wide range of private assets (including, among others, corporate bonds, commercial paper, bank loans, and mortgages) deemed eligible for collateral". 

Bernanke then turned to the government’s fiscal policy options that could complement those of the Federal Reserve. "Of course, in lieu of tax cuts or increases in transfers the government could increase spending on current goods and services or even acquire existing real or financial assets. If the Treasury issued debt to purchase private assets and the Fed then purchased an equal amount of Treasury debt with newly created money, the whole operation would be the economic equivalent of direct open-market operations in private assets."

These statements were meant to quell the mounting concern that had been seriously undermining both our economy and the stock market. I believe that they were intended to convince our citizens that the government was in control and would prevent a damaging economic downturn. And, for the average American, I believe their efforts were at least temporarily successful.

Had these statements not traveled beyond the boundaries of the United States, Greenspan and Bernanke would have achieved their end. However, given the existence of instantaneous, global communications, the eyes and ears of the world community immediately focused upon the U.S., and the threat to the value of their mountain of dollar and U.S.Treasury holdings.

Picture yourself as a foreign banker, fund manager, central banker, or any of a number of individuals controlling substantial wealth. Remember, the U.S. dollar is the reserve currency of all of the major nations, and our Treasury Paper is held as their major asset, representing upwards of 75% of their reserves. Further, an enormous amount of foreign wealth, the Arabs included, is invested in these U.S. Treasuries and dollar accounts. How would you react if you learned that the most powerful person in the U.S. was prepared to issue an unlimited amount of additional dollars? …

…………………. Within a few short weeks, the meaning of their announcements were quickly understood and acted upon! Foreign governments and individuals have begun the long process of reducing or eliminating their dollar or Treasury holdings. Despite statements of "our strong dollar policy" from our politicians, foreigners now recognize that the dollar is destined to decline in value. They have been irrefutably told by our central bankers that further declines in our economy or a derivative melt-down will be met with the wholesale creation of dollars. After all, our nation is poised to create new dollars at "virtually no cost" to us! 

…………. those who are the most astute will move into action before it is too late for them. They have already read the writing on the wall. They realize that they are at great risk and will sell their dollars and acquire gold, silver, various commodities, and other items of tangible worth. They will jettison their U.S. dollar holdings as if they were the plague! Later, an increasing number of people will follow in their footsteps. This will increase the magnitude of gold’s rise and the dollar’s decline as these events unfold. Greenspan and Bernanke have finally awakened the world to the fact that they are about to sustain serious dollar losses. ………..

I believe that the die has been cast for a substantial rise in the price of gold, silver and virtually all tangibles! Further, we are witnessing the early days of what will likely become the most severe dollar decline in the history of the United States. It is potentially destined to pale that which occurred during the decade of the 1970's. 

Further, it is likely that the Fed is already intervening in the bond market. This is the reason that despite predictions to the contrary from the various bond experts, the bond market refuses to decline. If this is the case we will likely experience surprising, continuing bond strength. This will result despite a falling dollar, the further burgeoning of balance of payments deficits, a weakening stock market, and the unprecedented low interest rates which would normally precipitate a sell-off in bonds.

INSIGHTS

A few days ago, on December 19, Alan Greenspan mentioned gold in a speech before the Economic Club of New York. His comments portrayed gold in a light from which our nation’s politicians have shied for over a generation. He began his speech by stating that, "Although the gold standard could hardly be portrayed as having produced a period of price tranquility, it was the case that the price level in 1929 was not much different, on net, from that of 1800. But in the two decades following the abandonment of the gold standard in 1933, the Consumer Price Index in the United States was doubled. And, in the four decades after that, prices quadrupled. Monetary policy, unleashed from the constraint of domestic gold convertibility, had allowed a persistent over-issuance of money".

Greenspan continued by stating that, "But the adverse consequences of excessive money growth for financial stability and economic performance provoked a backlash. Central banks were finally pressed to rein in over-issuance of money even at the cost of considerable economic disruption. By 1979, the need for drastic measures had become painfully evident in the United States. The Federal Reserve under the leadership of Paul Volcker with the support of both the Carter and Reagan Administrations, dramatically slowed the growth of money. Initially, the economy fell into recession and inflation receded. However, most important, when activity staged a vigorous recovery, the progress made in reducing inflation was largely preserved. By the end of the 1980's, the inflation climate was being altered dramatically". 

This was the first public statement form a high U.S. political official in decades, that recognizes the importance of gold as a stabilizing force for a monetary system. The fact that Greenspan opened his speech with these words indicates the magnitude of importance that he placed upon the world hearing these words. He chose to begin his comments with this topic. He could have buried it within the text knowing that most people would have been confused, glazed over, and dazzled by his rhetoric by the time that he uttered the statement. He wanted people to hear him! 

This is a watershed event! Is Greenspan preparing us for an eventual reentry of gold into our monetary system? He is un-hedged in his comparison between 1800 and 1929 and the 60 years that followed. Under the gold standard prices were stable for 129 years, but rose eight-fold in the 6 decades after the discipline of gold was removed and the gold standard was abandoned. His later statement regarding the effects of the institution of monetary restraint after 1979 is also telling. His comments pertaining to the result that occurred, after the money growth slowed and the initial recession ended and the economy staged a vigorous recovery lead me to believe that he is tacitly recommending this action!

FNC:  So first you use the printing press to avoid deflation, then you go to the gold standard to control inflation?

15.7  Krugman on Bernanke

Dec 31, 2002 NYT: …………………..O.K., let's take a deep breath. Nothing I've said is news to Fed officials — a group that now includes my Princeton colleague Ben Bernanke. Also, the black hole metaphor can be pushed too far; as Mr. Bernanke points out, the Fed has other weapons in its arsenal besides low interest rates. The policies he describes haven't been tested, but in theory they should work. ……  [Krugman doesn’t [dare] mention gold.]

15.8 Price Movement Indicators

Going for the Gold 

Four simple indicators for monitoring the condition of the precious metals markets 

By John P. Hussman, Ph.D. 
Excerpted from the October 1999 issue of Hussman Econometrics 
All rights reserved and actively enforced.

The dollar does best when real interest rates are on the rise. The longer the term over which these trends are expected to persist, the stronger the action of the dollar. The dollar does worst when real interest rates are trending lower. 

So if we're looking for a rally in gold, we're really looking for 1) World inflation, particularly in the U.S., and 2) falling long term Treasury bond yields. This combination is most frequently seen early in a recession. Remember, unless demand is actually falling, slower economic growth is correlated with faster inflation. That means that inflation is generally rising at the time the economy enters a recession. At the same time, it turns out that long term interest rates stagnate or fall as the economy enters a recession. The net result is that as the economy softens, long-term real interest rates tend to decline, and the value of the dollar typically plunges. That's the time you want to own gold.

That's the trend part. Now the valuation part. Gold stocks tend to be more volatile than the bullion. One simple measure of valuation is the ratio of gold prices divided by the Philadelphia Gold and Silver Index (the XAU). If you think of gold prices as influencing the earnings of these companies, the Gold/XAU ratio is a very crude "earnings yield". In practice, we use more sophisticated measures, but for expositional purposes, the Gold/XAU ratio is sufficient. The higher the ratio of Gold/XAU, the more attractive the gold stocks are relative to the metal itself.
Let's get some numbers. Over the past 25 years, gold stock prices have gone nowhere overall, rising at less than 1% annually. From an efficient markets standpoint, this actually makes sense. Since gold typically does well in recessions, when other stocks are doing badly, it turns out that gold stocks have what's called a "negative beta". Over the long term, finance theory says that such stocks should theoretically earn less than the risk-free interest rate, and sell at above-average price/earnings multiples because they provide "insurance benefits" for a portfolio. And in the long-term data, this theory turns out to be true.

If you want to define a useful "trend" in gold stocks, you just don't get much useful information by looking at gold stock prices themselves. Since 1975, when the XAU has been above its level of 6 months earlier, it has continued to advance at an annual rate of 0.65%. When the XAU has been below its level of 6 months earlier, it has advanced at an annual rate of 0.73%. That's as close as you can get to an indicator being perfectly uninformative.

Gold bullion prices have somewhat better information. When the price of gold is higher than 6 months earlier, the XAU has followed by advancing at a 6.87% annual rate, on average. When the price of gold is lower than 6 months earlier, the XAU has declined at a -4.31% annual rate. While that seems like a big performance difference, it is statistically insignificant because gold stock prices are wildly volatile. These average performances are just overwhelmed by that volatility to be of any practical use.

Ditto for inflation trends. When the rate of inflation has been higher than 6 months earlier, the XAU has advanced at an 8.18% annualized rate, compared to a -5.02% annualized loss when the rate of inflation has been lower than 6 months earlier. As a "tendency" this information is useful, but as a guide to investing, the volatility still overwhelms this predictable component of price movements.

The trend of long term interest rates is actually more important than the trend of inflation. When the 30 year Treasury yield has been below its level of 6 months earlier, the XAU has advanced at an annualized rate of 19.17%, compared to an annualized loss of -17.51% when Treasury yields have been rising. Since economic weakness tends to produce falling real interest rates, we also get a strong difference in performance based on whether the economy is expanding or contracting. When the NAPM Purchasing Managers Index has been below 50, indicating a contracting economy, the XAU has surged at an annualized rate of 23.48%, compared to an annualized loss of -9.66% when the PMI has been above 50. On the valuation front, when the ratio of gold prices ($/ounce) to the XAU has been above 4.0, the XAU has advanced at an average annualized rate of 24.82%, compared to a -13.34% annualized loss when the Gold/XAU ratio has been below 4.0. That means that you generally want to buy gold stocks when they are lagging the price of the metal. And given the fact that trends in the XAU itself are uninformative about future returns, it also means that you are better off buying gold stocks on dips than to buy upside "breakouts".
Not surprisingly, the combination of all of these is rare but extremely powerful. In the rare instances when 1) The rate of inflation has been higher than 6 months earlier, 2) Treasury bond yields have been lower than 6 months earlier, 3) the NAPM Purchasing Managers Index has been below 50, and 4) the Gold/XAU ratio has been above 4.0, the XAU has soared at an astounding rate of 123.63% annualized. In contrast, when none of these have been true, the XAU has plunged at -53.21% annualized. That's a gaping difference.
In short, gold prices have surged in recent [Oct 1999] weeks, based on an announced slowdown in gold sales by central banks. While it is tempting to chase prices higher, particularly since gold has been in the doldrums for so long, it is important to impose discipline on that impulse at this point, because not enough factors are in place to expect a strong and predictable continuation. That's not to say prices can't go higher, particularly since gold stocks are so volatile, and the sheer random error can be very wide. But when you have a lot of volatility, it's even more important from a return/risk standpoint to have very high forecasts, and those are still missing at the present.

We expect to have a strong buy signal on gold stocks in the months ahead, but that signal will almost certainly require a softening of economic growth. It may be close, but we don't have that signal yet. Most probably, the buy signal on gold will follow a strong stock market decline, even if the decline in the overall stock market has further to go. For now, we're watching, but are not inclined to chase gold stocks here.

Editors note: By September 2000, all four of the market factors noted in this report had become favorable. The price of gold at this point was $275 per ounce, and the Philadelphia XAU Index stood below 50. As the market conditions for precious metals shares change over time, investors are encouraged to review our weekly market commentary on a regular basis.

The Hussman Strategic Total Return Fund has the flexibility to invest up to 30% of assets in securities outside of the U.S. fixed income market, including foreign government bonds rated A or higher, utility stocks, and precious metals shares, when market conditions suggest that such diversification is appropriate. 
15.9 Against Gold

Motley Fool:
Gold, or Fool's Gold? 

By Selena Maranjian (TMF Selena)
February 26, 2003 

With the world mired in geopolitical and economic uncertainty, investors' thoughts turn to gold, which may seem like a smarter investment than stocks. 

And recent corporate scandals make gold that much more appealing. (After all, gold's CEO won't treat himself to lavish compensation while destroying gold's value.) 

But inform yourself before you sell everything you own to buy a chunk of Fort Knox. All does not glitter in the world of gold. 

Gold used to be the backbone of many national currencies, but for several decades now, that connection has been severed. The price of gold now reflects just supply and demand.

Gold doesn't have an impressive history as a great investment, either. From Jeremy Siegel's seminal book, Stocks For the Long Run, here's what a dollar invested in various things would have grown to, from 1802 to 2001 (Yes, just about 200 years!):

               not adj.          adj. 
          for inflation     for infl.
Stocks     $8.8 million   $599,605.00
Bonds         13,975.00        952.00
Bills          4,455.00        304.00
Gold              14.38          0.98

Over 200 years, through many wars and economic times even more troubling than those we face today, gold didn't prove to be a great long-term investment. In Fortune magazine, David Rynecki writes, "Gold investors are notoriously bad forecasters. From 1985 to 1987, for example, a collapse in the dollar boosted gold 76% and had many metalheads predicting an extended rally. Instead the price fell 15% the very next year." He adds: "Even bullish gold pros caution the average investor to put no more than 5% of a total portfolio into gold-related holdings and say it's safest to invest through funds."

So, how do you invest in gold in the first place? Well, here are several options, as described by David Kathman of Morningstar:

· Gold stocks (often very volatile, combining the volatility of gold with the riskiness of a business) 

· Gold mutual funds (generally less volatile than stocks, but still rather volatile) 

· Gold accounts (purchased through bullion banks, usually with large minimum investments) 

· Chunks of gold (in coin or bar form, which have to be stored somewhere safe) 

· Gold certificates and pool accounts (available for those who wish to buy small amounts)

Kathman notes, "Returns aren't the point when you're investing in gold; diversification is... A small amount of gold alongside your stocks can be a stabilizer." He suggests considering these funds: American Century Global Gold (Nasdaq: BGEIX), Vanguard Precious Metals (Nasdaq: VGPMX) and Fidelity Select Gold (Nasdaq: FSAGX).

Learn more about investing in gold from the (somewhat biased) World Gold Council and from this vintage Fool article. Or drop by our Mining and Metals discussion board.

15.10 Wanniski on the Gold Dinar

Where is that gold dinar? 
by Jude Wanniski 
Wednesday 24 November 2004 11:01 AM GMT 

When Malaysian prime minister Mahathir Muhamad last November retired from his 22 years in power at age 77, I had hoped he would devote his energies to a monetary reform of the Islamic world built around a gold dinar. 

But after a few speeches and press releases on this subject, he has disappeared, practically dropping out of sight.

With the dollar price of gold now soaring and the US dollar sinking against the euro, the whole world could now make good use of Mahathir's idea, but what happened to it?

US Federal Reserve Chairman Alan Greenspan last week shook the financial and commodity markets with his comments at a banking conference in Frankfurt, saying the dollar would continue to fall against other currencies because of US trade deficits.

But if the United States had a gold dollar, this could not happen, and Greenspan, who I have known personally for 32 years, knows this.

Because the dollar "floats", with no gold anchor, it has been launched into a new inflationary cycle, one that threatens to drag all of Asia into another inflation through the dollar's links to the Chinese and Hong Kong currencies.

It is worthwhile thinking about Mahathir's inspiration as well as his failure, and how another run at a gold dinar might work with a different design.

Why am I interested? I've been trying for the last quarter century to persuade my country to restore the gold dollar as the core of a new international monetary system. But as turbulent as the world of commerce has been with the floating US dollar, inflating and deflating in random cycles, I've had no luck.

The power elite that dominates money and banking in the US seems persuaded that a floating paper dollar is good for America even if it causes difficulties for global commerce and the rest of the world. 

With an Islamic gold dinar, I reasoned, the Islamic world would have the best money in the world. The US would be forced to again fix the dollar to gold and the euro and the yuan/yen bloc would join as well.

The reason is that the best money becomes a magnet for international finance, because exporters and importers of every country in the world can save the many hundreds of billions of dollar a year now spent hedging against currency losses in the global trade.

When president Richard Nixon abandoned the Bretton Woods gold-exchange standard on 15 August 1971, believing it would help the US at the expense of the rest of the world, American banks were the biggest and most profitable in the world.

That soon ended when the Japanese government kept the yen from depreciating against gold as fast as the dollar was, which meant it suddenly had "the better money". In 15 years, seven of the biggest banks in the world were in Japan.

That heady experience for Japan ended when the US Treasury in 1989 threatened Tokyo with trade penalties unless it changed policies to suit US interests.

Tokyo slowed the rise in the values of real property with a higher effective capital gains tax that sent the Nikkei skidding from its peak in 1990.

The Bank of Japan was forced to manage its currency to keep it close to the dollar. This crippled the banks in the monetary deflation that began in 1997, with gold falling from $385 an ounce to as low as $255 in 2001.

In the process, the dollar deflation also crushed the commodity-producing countries of Asia.

It was against this background that Mahathir began thinking of insulating the Islamic world from the predations of Wall Street bankers.

He got the world's attention by blaming the Asian currency crisis on American Jews, but in an open letter to the prime minister that I posted on my website at the time, I noted that far more of my Jewish clients on Wall Street lost money in the crisis than gained from it.

The problem all along has been a breakdown in economic theory in the US, which led to Nixon's decision to break the dollar-gold link in 1971.

Mahathir was still in power in 2001 when he first announced the idea of a gold dinar and said he hoped that by 2003 there would be at least a dozen of the 57 countries in the Organisation of Islamic Conference joining the system of his design.

The world press was led to believe Iran would join Malaysia in the following year. None of this happened and the gold dinar has now become something of a joke in financial circles. Why has the idea faded from sight?

One of the problems Mahathir faced is that Washington had earlier used its influence to get the International Monetary Fund to prohibit any member state from re-instituting a gold-backed currency.

If all other currencies are forced to float freely from a gold anchor, the US dollar will preserve its status as the world's primary reserve currency. 

Several Arab countries led by Saudi Arabia have instead been discussing the idea of an Arab common market linked to the euro.

The euro at least has been more stable relative to gold than the dollar, but it still fluctuates in ways that make commercial life difficult for the less-developed countries that are in its trading zone.

The mistake Mahathir made was in proposing a gold dinar that would only be used to settle trade accounts by the participating nations. It would not be available to ordinary people. There was to be no paper dinar kept as "good as gold" by individual Islamic central banks, by adding or subtracting liquidity to keep the dinar/gold exchange rate constant.

The mistake may have been in his belief that a nation-state actually needs gold bullion in order to manage an Islamic gold standard. It does not.

In fact, government banks would only need a nominal quantity of gold, with trade imbalances resolved through the exchange of financial assets - debt or equity, bonds or stock.

The idea of settling trade accounts with shipments of bullion is an obsolete 19th-century idea and should be discarded from any plan.

The main reason gold is such a stabilising force is that there is so little of it in the world, not more than 135,000 metric tonnes in all.

This is not even enough to build half the Washington Monument out of pure gold. This is not only my idea.

Mr Greenspan said as much to the US Congress.

A modern gold standard would simply use the market price of gold as a signal, adding to the dinar money supply when the dinar/gold price showed the slightest drop and withdrawing from the dinar supply when the market price showed the slightest increase. 

This simple concept was the one used by Alexander Hamilton, America's first treasury secretary, in persuading the US Congress to adopt a gold standard. This was at a time when the new republic had no gold at all.

Mahathir's second mistake was in thinking a gold dinar could be tried gradually, with two or three countries trying it out and others joining in as it proved itself.

It would be much easier to arrange an Islamic Bretton Woods conference of all 57 nations and arrange to have all, or almost all of them, agree to fix their domestic currencies to each other. They would use the market gold price as a signal to each on whether their central banks should be adding or subtracting from dinar liquidity that business day.

One small economy or even several smaller economies cannot arrange a gold standard by themselves because the US marketplace still dominates international trade by the sheer volume of its exports and imports.

Individual Islamic nations are now forced to take the dollar's value into account in managing their domestic currencies or their domestic enterprises that rely upon trade could be whipsawed into distress and bankruptcy.

In union there is strength, though, with the Islamic world now having enough total weight in combination to be able to stand up to the fluctuating dollar. And of course, the dollar would not fluctuate for long before Washington decided to give up on its ability to manipulate the dollar and join in its own stabilisation against gold.

It may be the time has passed for the Islamic world to take a lead in such an initiative, however.

With Greenspan now signalling no responsibility for the falling dollar, China may soon be forced to take the lead in breaking away from the inflating dollar and all the headaches it brings.

If Beijing were to take the lead in fixing its currency to gold at an appropriate, neutral level, Japan would soon cut loose from the weak dollar and use the Chinese yuan as its guide. So too would all of Asia, of course including Mahathir's Malaysia.

Aljazeera
By Jude Wanniski 
You can find this article at:
http://english.aljazeera.net/NR/exeres/E7515CEE-880E-492F-B225-A94E21D90D2B.htm  

Jim Sinclair Pearls of Wisdom

I’ve been gathering them here: ..\..\..\..\Investment Schemes, Strategies, Tools, Techniques\Investment Personae\Jim Sinclair\Jim Sinclair pearls of wisdom.doc
15.11 Nixon Devalues Dollar, Repudiates Last Vestige of Gold Standard 

Was warning given, or was it just a rude surprise? asks ‘gnossie-ga’.

The answer:
Subject: Re: sneaky Nixon?

Answered By: answerfinder-ga on 24 Mar 2005 07:27 PST

Rated:5 out of 5 stars 
 

Dear gnossie-ga,

There was some speculation and some advance warning in a Congressional Report, but it still came as a surprise.

By August 1971, confidence in the stability of the dollar had been badly knocked by the high level of  U.S. inflation, high wage settlements, and balance of payments deficit. There was a major run on the dollar and dollars were sold for European currencies. According to a memorandum from the Acting Assistant Secretary of State for Economic Affairs (Katz) to Secretary of State Rogers  "impressive sums are moving speculatively, betting that the dollar will be devalued."

In the second week of August, the Chairman of the Joint Economic Committee on Exchange and Payments, "released a report which: --suggested that the dollar was overvalued and should be allowed to "float" downward in value.".

It is behind this background that President Nixon met with a number of his economic advisers and three members of his White House staff at Camp David to discuss the options. Nixon decided to take drastic

measures and go the whole way instead of piecemeal by announcing on 15 August suspension of the gold convertability and other economic measures.

As Nixon acknowledged in his speech to the Nation, speculation and speculators had been busy.

"In recent weeks, the speculators have been waging an all-out war on the American dollar. The strength of a nation's currency is based on the strength of that nation's economy--and the American economy is by

far the strongest in the world. Accordingly, I have directed the Secretary of the Treasury to take the action necessary to defend the dollar against the speculators.

I have directed Secretary Connally to suspend temporarily the convertibility of the dollar into gold or other reserve assets, except in amounts and conditions determined to be in the interest of monetary
stability and in the best interests of the United States."

Only available through Google cache

http://66.102.9.104/search?q=cache:F0aTcVnkMOsJ:www.presidency.ucsb.edu/site/docs/pppus.php%3Fadmin%3D037%26year%3D1971%26id%3D264+%22+i+am+taking+one+further+step+to+protect+the%22&hl=en 
The other quotes above can be found in the orginal documents from that period and the editorial remarks for the Department of State records: Foreign Relations, 1969-1976, Volume III, Foreign Economic Policy,

1969-1972; International Monetary Policy, 1969-1972

http://www.state.gov/r/pa/ho/frus/nixon/iii/5348.htm 
http://www.state.gov/r/pa/ho/frus/nixon/iii/5342.htm 
As for the World’s reaction, I have found these comments:

U.S. Foreign Economic Policy and Relations with Japan, 1969-1976

Thomas W. Zeiler  "Protectionism and shutting of the gold window stunned United States

allies, particularly Japan."  http://www.gwu.edu/~nsarchiv/japan/zeiler.htm 
The Times Newspaper (UK) 16 August.

"Rather than introduce corrective measures in piecemeal fashion they have taken the nation’s, and indeed the world’s financial markets’ breath away with the drastic measures which have exceeded the most adventurous forecasts. Indeed for the amount of surprise it has caused in the conomic world, President Nixon’s  speech tonight is even more of a surprise than his announcement of a vist to communist China was to the diplomatic wolrd. The suspension of gold convertability is perhaps the most drastic step of all"

Toyko Monday “Japanese officials and financiers were shocked by the suspension of the American pledge to convert dollars into gold. “We are in a state of turmoil” one official said."

Source Through my library.

A search of the NY Times archive produces the following headlines (you have to pay to view the articles)

"Gold Troubles; Troubles Over Gold

Aug 1, 1971.

PARIS -- It's not whether it would happen, but when. This was the way many European authorities were talking about devaluation of the dollar."

"DEVALUED DOLLAR IS ASKED IN STUDY; Congress Unit Sees Benefits in Jobs and Trading, but Treasury Assails Data DEVALUED DOLLAR IS ASKED IN STUDY Aug 8, 1971.

WASHINGTON, Aug. 7 -- A Congressional subcommittee said today that the United States dollar is "overvalued" in relation to other currencies and urged that, one way or another, it be devalued."

"Speculative Attacks Grow On U.S. Currency Abroad; Nervous Foreign Dealers Sell Dollars as Federal Reserve Bolsters Monetary Defenses With a Swap Deal PRESSURE ABROAD ON DOLLAR GROWS

Aug 13, 1971.

The United States dollar was under speculative attack in world money markets yesterday. In Frankfurt, Milan, London, Zurich, Amsterdam and Tokyo, among other major financial centers, the pressure was heavy as nervous traders sold dollars and sought local currencies."

"EXCHANGES IN TOKYO UNLOADING DOLLARS Aug 16, 1971.

TOKYO, Monday, Aug. 16 (Reuters) -- The Tokyo exchange market was thrown into confusion today following reports that the United States had suspended its pledge to convert foreign-held dollars into gold."

"Pressure by Speculators Forced Action on Dollar

Aug 16, 1971

President Nixon's announcement last night that effective immediately the United States would suspend settlement of international transactions in gold came in the wake of a week of intensive speculative selling pressure against the dollar in the money-market centers of Europe."

"MOST WORLD CURRENCY DEALING IS HALTED; EUROPE IS JOLTED Stocks Abroad

Fall -- Tokyo Seeks to Hold Yen-Dollar Parity Official Currency

Trading Halted, Except in Tokyo

Aug 17, 1971.

PARIS, Tuesday, Aug. 17 -- Europe and Japan reacted with anxiety and confusion to President Nixon's radical economic measures, as officials were summoned back from August vacations for consultations on what to do."

This link should take you to other articles.

http://pqasb.pqarchiver.com/nytimes/results.html?st=advanced&QryTxt=dollar+gold+&x=34&y=10&By=&Title=&datetype=6&frommonth=08&fromday=01&fromyear=1971&tomonth=12&today=31&toyear=1971&restrict=articles&sortby=REVERSE_CHRON 
I hope this answers your question. If it does not, or the answer is unclear, then please ask for clarification of this research before rating the answer. I shall respond to the clarification request as soon as I receive it.

Thank you

answerfinder

Search strategy

News databases and various on Google of nixon august 16 1971 gold dollar speculation devaluation
15.12 Paul Tustain of BullionVault on Taking Posession

From: Paul Tustain
Date: May 14, 2007 4:01 AM
Subject: Re: BullionVault answer - buying gold and taking delivery
To: Greg Chase


Dear Mr Chase,

Below is a detailed answer to your question.

Paul Tustain
Director

*********************************************
* Email     : paul.tustain@BullionVault.com *
* Site      : http://www.BullionVault.com   *
* Tel UK    : 0208 600 0130                 *
* Tel Intl. : +44 208 600 0130              *
* Address   : BullionVault.com              *
*           : 2 King Street Cloisters       *
*           : London, W6 0GY, UK            *
*********************************************

Chat: http://messenger.providesupport.com/messenger/bullionvault.html
On BullionVault you have a right to take possession of your gold,
but there's more to it than you might at first realize.

With BullionVault you take delivery at the point of trade.  From that point the gold is yours outright, even though it continues to be looked after by your professional bullion custodian.  Having taken immediate delivery you are not exposed to the creditworthiness or failure of any supplier (for more about this see the legal note below).

But [if] you choose not to take immediate possession: you leave that decision pending some future crisis, because postponing possession will almost certainly save you a lot of money and inconvenience.

You will have noticed the professional markets trade bullion on very competitive prices not usually available to private individuals.  The settlement condition for a professional market bullion trade is that the seller makes available a Good Delivery Bar at the door of an accredited bullion vault.  The Good Delivery Bar weighs 400 oz (this varies across markets) and it has been continually stored in these accredited vaults since it was manufactured by an accredited refiner.  Unlisted manufacturers, under-sized bars, and also previous private possession of full size bars deny the gold 'good delivery' status.
This prevents professional buyers accepting them when you sell because of the integrity rules of the bullion market. The result is that you will have to accept a discounted price from [a] trader outside the main bullion market, so you will lose probably 4-6% of your gold's value the instant you take possession.

There is another problem with taking immediate possession.  In most instances where people think possession would be useful it turns out to be both expensive and inconvenient.  In a real crisis bullion gold in your hand is difficult to make use of.  Firstly, should you try to sell it people will doubt its integrity and you'll usually have to accept a poor price.  Secondly it's difficult to acquire things directly with fairly priced bullion because people are unfamiliar with it.  Thirdly it is likely to be very difficult to transport out of your country.  These problems are easily avoided if you store your gold in an offshore location where
· it continues to be legal, and 
· -still in its high integrity form - [is] easy to sell.
You also need to be aware that bars of gold may attract taxes which do not apply on gold which stays within formal bullion vaults.  Also there is no statutory reporting of your gold purchase on BullionVault unless you withdraw into your possession.  Then a report must be filed with HM Customs and Excise.  This is required by HMRC because gold in
private hands has previously been the source of numerous VAT frauds, as well as a start point for money laundering.

BullionVault is not particularly efficient for those, like jewellery manufacturers, who want to take possession of gold at the outset, but it's very efficient for those who want gold for financial and safety reasons, because they can take delivery into a vault but not
possession.  For immediate possession you would probably be better off going directly to a small bar / coin dealer.  On BullionVault you do have a right to take physical possession, but BullionVault charges 7.5% for withdrawn amounts below a good delivery bar, and 2.5% for whole good delivery bars.  So on BullionVault you should expect to exercise the right of possession only in extreme - for example as a result of domestic political/economic disaster.  And this may well mean that you would take possession outside your current country of residence - possibly in Switzerland if that is where your gold is stored.  Historically it has been far more profitable to take possession in a reliable foreign country than in your own country when it is facing the kind of crisis you may be buying gold to avoid.
If you have not checked out and understood the DAILY AUDIT we recommend you do.  It assures you that you have high integrity professional grade gold stored in a vault.  It is a public daily record of ownership which matches exactly to a formal bullion market
bar list and explicitly proves there is no double counting of your bullion at the vault.  Think of it as the register of ownership of BullionVault gold.  It is explained in detail here.

Finally I refer you to our Terms and Conditions to three important rights you have on BullionVault.

1. Right to trade on the local professional bullion market

2. Right to ship to a vault in another location
3. Right to withdraw

Kind regards

Paul Tustain
Director

Legal note : It is delivery which gives you the protection you want from gold ownership.  Delivery means you become the owner of gold. Thereafter you are not exposed to the bankruptcy of your supplier [BullionVault] or your custodian.  Were either to fail their liquidator could not touch your gold.  This is the legal essence of employing a custodian to look after your gold, and not depositing it in a bank.  For more on this subject read here. --


Greg Chase wrote:
I would like to personally purchase gold and take delivery in New York City.  $25 to $50K worth.  Do you have this facility?  Is this something you would like to transact or would you recommend I go elsewhere (if so, where)?  What price would I pay per ounce relative to a daily fixing?

Best regards,


--
Gregory Chase
Managing Partner
Chase Capital Management, LLC 
+1 617 877 6694

15.13 The Gold/Silver Ratio – David Morgan Interview

The Gold/Silver Ratio
August 14, 2009

[There’s more than one ratio involving gold and silver mentioned in Morgan’s essay:

1. the “natural ratio” – the mass of unmined silver divided by the mass of unmined gold at a certain mmoment and

2. the price of a mass of gold divided by the price of the same mass of silver at a certain moment and
3. the monetary ratio which exists under a gold-silver standard at a certain moment and
4. the “correct”  monetary ratio which should exist under a gold-silver standard
5. …………]

Tom Jeffries: David Morgan is one of the world’s foremost experts on silver…..

You talk many times in your lectures, and you’ve talked in The Morgan Report recently, about something called the gold/silver ratio and where it’s going. Can you talk a little bit about that?

David Morgan: It is a controversial subject. There are a lot of people who don’t put any credence into it at all, there are some people who put a whole lot of credence into it, and then there are people, like me, who absolutely put some credence into the ratio.

The basics of it are this—and I like to go for the long-term version, so—starting at the 12th century or so and going to present time, if you looked at every one foot in length being 100 years (or one century), you would see throughout the entire timeframe that you would have several feet in length and it would only be in the last 19 inches of that chart where the ratio [#2?] got above 16 to 1. (Note: a discussion of this is done by Franklin Sanders in his book Silver Bonanza.)
In fact, the ratio [#1] from the 12th century to roughly the 17th century was about 12 to 1, which is what I call the “natural ratio” at that time, and I define the natural ratio as the amount of silver to gold in the earth’s surface. Right now it’s less than 12 to 1, having dropped down to about 8 to 1
, which means that there’s about eight ounces of silver in the earth’s surface for every ounce of gold.

So that’s the natural ratio[#1], and that ratio [#2?] held for hundreds and hundreds of years with the free market making the determination—amazing! Then, Sir Isaac Newton monetized it at a ratio of 15.5 to 1 after England was having a terrible time with their fiat money system. Newton came in and put them on a gold standard and then, with his brilliance, he picked a number basically based on the marketplace (at that time), which determined that the correct [price] ratio[#3?]  of silver to gold was 15½ ounces of silver to 1 ounce of gold.

And that’s what we called the monetary of [or?] the classic ratio, and that held roughly from the 17th century for hundreds of years through about the 1873 timeframe. Then there was The Crime of 1873, which we don’t have time to go into, but that was roughly where silver was demonetized in the United States, and after that, you’ve seen the ratio[#2]  undergo some really wide swings.

It’s gone up as far as 100 to 1 a couple of times, and we’ve seen it just kiss the classic ratio of 16 to 1 for a day. In modern times, meaning during the last big run-up in January of 1980, it[#2] got back to classic ratio, but again, it was only for a day or two at the most. And then the ratio dropped off.

So having given you all that background, what does it mean? For some it means you can trade the ratio[#2], which is something that I do personally. Secondly it’s a good indicator for the overall direction of the market as far as I’m concerned. When silver’s leading gold, we’ve got more momentum in the metals than when it’s not, and silver has basically outperformed gold since 2003 until recently. In other words, in the ratio from 2003, the bottom of the silver market, and when gold was at $252 in 2000, silver went from the 80 to 1 ratio down to about 55. Currently it is around the 65 to 1 level.

And it was working its way even lower when we had this credit crisis surface [in summer, fall of 2008], which didn’t surprise me. We got a big spike on the ratio and actually it got to around 90 to 1—again, very temporarily, maybe for a day or two.

I think it shows that silver is still undervalued to gold, but I’m open-minded enough to think that maybe something else is going on. In an absolute all-out deflation, which would be the better—gold or silver? The preponderance of evidence is that gold does better. I wrote a paper on this; it was in The Morgan Report, and I also did a couple of speeches on this subject. The record is mixed as far as how silver does in a deflation.

Gold is pretty much known to do well in deflations, and this is all history. And because it is history, it doesn’t absolutely guarantee you that the next time around gold will do great in a deflation, but it certainly implies that it will.

As far as silver is concerned, there have been times that silver did better than gold in a deflation, and many times where it did not. But overall it’s done fairly well and it held its purchasing power, so even in a deflationary scenario I wouldn’t give up on silver. But as far as what will it do, if we look at it today we would say gold has actually done better than silver here in the last several months, because the ratio has gone from the 55 to 1 back to around the current 65 level.

Regardless, the overall perspective would be, how is silver doing against all other financial assets, including gold? And the answer to that is, essentially, gold has done best against all other financial assets, the general equities, the mining stocks, housing sector, bonds; and silver has done better than the base metals and most other sectors.

Silver is partly industrial and partly monetary and you can argue all day if it’s both or not. I’m absolutely convinced that it’s both. I’ve never argued that silver is just money. I have argued very strongly that silver is money but it’s not only money; it’s certainly an industrial metal as well.

In summary, if [our readers] think—as I do—that the main problem ahead is a currency crisis with the U.S. dollar, then I would urge you to study what silver did during the last period (most recent) during a prelude to a currency crisis. Basically, it outshone almost everything! The problem is people are too shortsighted and look out only so far, not realizing that once everyone understands that the death of the dollar is imminent, there will be a mad rush for the precious metals both gold and silver!

Mr. Jeffries: David, always a pleasure to have some time with you. We really get a kick out of talking with you, but also I also commend you, too, for the learning. We always have some great information.

David Morgan, publisher of The Morgan Report and founder of Silver-Investor.com, provides weekly commentary on HoweStreet.com.

Comments made on goldradio.fm are an expression of opinion only and should not be construed in any matter whatsoever as recommendations to buy or sell any financial instrument at any time. Available online at www.goldradio.fm, which is a production of Howe Street Media, Inc. You can send your questions to: info@Howestreet.com .

And that concludes this week’s missive.

It is an honor to be.

Sincerely,

David Morgan

Mr. Morgan has followed the silver market for more than 30 years. He wrote the book Get the Skinny on Silver Investing. Much of his Web site, Silver-Investor.com, is devoted to education about the precious metals; it is both a free site and does have a members-only section.
15.14 Indian Bullion: Ex-duty Premiums

November 30, 2004

Indian Bullion: A discussion of “ex-duty premiums”

By  John Brimelow

For centuries, India has been a massive importer of both gold and silver. For the Hindu majority in particular, gold jewelry and silver ornaments have deep appeal rooted in culture and tradition. Local mine supplies are limited.

India is by far the biggest importer in the world. One of the largest participants in the business has estimated the country might import 880 tonnes this year. This would be a third of global mine production.

A popular estimate is that some 15,000 tonnes of gold is in private hands in India. That is some 10% of the total world gold stock. By contrast, Central Banks claim to have a total of just over 31,000 tonnes, but an unknown quantity has been lent (“leased”) out. Actual gold holdings of the Central Banks and the Indian public may in fact be quite similar.

Indians are constantly buying and selling gold to one another. Prices for the various grades and sizes popularly traded are collected by merchant associations and reported for many cities by the Indian press, usually on a twice daily basis. These could be thought of as the “small wholesale” or “large retail” prices. It is reasonable to assume that the high public interest, and competitive pressure between the news vendors, keeps them realistic.

For over 30 years, the import of gold into India was illegal, which lead to heavy smuggling. Starting in the mid 1990s more enlightened policies were progressively adopted such that gold (and silver) can now be imported freely on payment of a moderate duty.

What is of interest to outsiders is, are prices in India high enough to pay the costs of importing? Essentially, this means buying the gold in the world market by converting rupees into dollars, shipping it, paying the import duty (currently10.2 Rupees per gram), the sales tax of the local state (supposed to be harmonized at 1%, but there are a few deviants) any other local taxes, and leaving a profit margin.

The two big items are the import duty and the sales tax. I focus on what I call the “ex-duty premium” because it is a clear starting point. So, for instance, in the afternoon of November 30, 2004, in the usually leading import city of Bombay,  0.999 gold was 670.5 rupees per gram. The exchange rate was $1 =R44.6375. This meant that Bombay gold was $467.21 per oz. World gold was $451.85. Import duty came to $7.11 per oz, leaving $8.25 as the “ex-duty” premium. Out of this sales tax would have to be paid, say $4.52, leaving $3.73 for other costs and profit. Gold will be transported immense distances around the world for profits of less than $1 per oz, so it is safe to say that Bombay was a buyer from the world that afternoon.

Modern communications have revolutionized the relationship between the Indian gold trade and the world. Using telephone and the internet, Indian arbitrage dealers/importers trade to the end of the NY day. There have been estimates that laying off their business sometimes accounts for as much as a fifth of Comex volume.

Secondly, and greatly to the irritation of these Indians, it is possible, with some effort, to identify quite precisely gold and exchange rates at the key times of the day and perform these calculations. This would have been impossible only a very few years ago. So it possible to settle quantitatively the question of whether India is or is not an importer at any point.

Indian demand is price sensitive (in rupees). High premiums have been a fairly good indicator of lows in the world gold price. Sometimes, world gold rises high enough that imports are not possible. Very rarely, world prices get so high that the gap between domestic Indian and world prices is not enough to cover the import duty, which creates a negative “ex duty premium”. I have never seen Indian prices anywhere near being actually below world prices. Exports sourced in India have therefore never been practical, although it is said these did occur in early 1981.

15.15 Federal Reserve Gold Certificate Ratio, Modernized
The basic concept here is that, to stop USD hyperinflation, the dollar will again be backed by gold, more or less undoing Nixon’s 1971 repudiation of gold backing but including a massive devaluation from the pre-1971 level.  Jim Sinclair has been reasonably specific on this subject and most of this section is material he’s offered.

October 26, 2007, 5:37:00 PM EST 
Keeping Gold At The Top - The Fulcrum Point At The Peak

Author: Jim Sinclair
Dear CIGAS (Comrades In Golden Arms),
In answer to many inquiries, this time after gold has maximized its potential on the upside, it will not fall as it did in 1980. Actually it will stay within a range at the high level as now a fulcrum point wherein gold rises slightly above and slightly below due to the increase and decrease of “International Liquidity.” This is the Federal Reserve Gold Certificate Ratio, modernized and revitalized. That will be the point of the low in the US dollar decline which I see at .5200

What you need to understand is the gold market is not the bastion of you and I, but of the establishment in the disguise of the buy side of the short of gold over the counter derivatives. This is what Chung Phat and Dr. No knew when I used to tell you about their activities in 2002 and beyond.

The buy side of the OTC short of gold derivative which becomes the lender to the producer at the end of the day takes stock in one manner or the other as the producer simply cannot pay the cash owed. Just have your accountants look at what I outlined to you yesterday. You will see I am absolutely CORRECT. Therefore, the OTC short of gold derivative grantor has always known that their play was not for the profit on the transaction, but to be the majority stockholders of the major gold producers. How can you really believe that they will wish the price of gold significantly lower when there is a tool out there to both hold gold up and stop a dollar debacle, all in one.

It will not cost the Fed or US Treasury anything at all because the market will trade gold as if there was to be a costly move, thereby removing the need to act. It is like the method the PPT uses to control the general equities via the equity indices.

Just review the case studies of any of the companies that have run into derivative problems and you will see exactly what I am telling you is already occurring where control of the producers by dilution as a result of losses on OTC short of gold derivatives are concerned. Simply look at the few reports on who was on the other side of the Ashanti situation, since as it was a clear giveaway. Now there is silence on who the creditors are as a product of the loss developed by the close of the OTC derivative short of gold.

As such you can forget the talk of any action that would, like in the 30s, make holding gold or gold profits illegal or taxed to death.

Let’s go back to late 2002 to review the Modernized and Revitalized Federal Reserve Gold Certificate Ratio and how it will hold gold at prices at and near $1650 while establishing the low in the US dollar, probably by late 2011.

Monday, December 23, 2002, 2:41:00 PM EST
The Gold Cover Clause/The Deflation Solution
The Gold Cover Clause Reserve Ratio

The Final Solution

First:
To understand the key ingredient in this presentation, the reinstatement of a modernized Gold Cover Clause, you must comprehend what in fact the dollar is. To understand this I suggest that you need to think of the dollar in its essential role as the common share of the United States of America. Just as common shares of corporations fluctuate in the market place, so do currencies, and the common shares of countries. Much like a quarterly or annual report, the reported Budget Deficit portrays the quality of economic management of this country. The Trade Surplus or Deficit is akin to the earnings report of the corporation, the USA. The level of the discount rate is the dividend rate of the common shares of the USA. Second: We can track the establishment of the Instant Gratification Economy in the late 60's to its birth in the Nixon Administration. That unfortunate birth took place with the reduction of the requirements of the Gold Cover Clause from 5% to 0% . The function of the Gold Cover is to assure that the size of the money supply does not exceed a given amount of gold cover. The sterilization of the Gold Cover Clause handed the control of the supply of money in the USA over to quasi-political special interest control. It was this act that gave birth to the paper economy of the USA, thereby founding the ensuing three generation Instant Gratification Economy funded by the over production of dollars, now, IMO, confirmed by Chairman Greenspan's own words. Why has the present Chairman of the Federal Reserve System made this distinction so positive to the function of gold in a monetary system?

How would the Gold Cover Clause Affect Gold?
Author: Jim Sinclair
A: Greenspan has noted that the best year for the equities markets in the 30's was the year after gold was revalued. 

There is a real potential of a modified, modernized Federal Reserve Gold Certificate Ratio for Monetary Aggregates (AKA the Gold Cover Clause) may well occur. If this approach was adopted, I believe it would be a powerful US dollar-positive act. It would affect gold in the following ways:

1. A depreciation of the gold price from that point forward would not be in the best interest of an expanding economy. It is reasonable to assume that the Central Bank interest in leasing gold and/or selling gold would logically be reduced if not eliminated. 

2. Gold would still be influenced by the 5 Elements (The Golden Keys), but would be apt to find a floor level in bear phases higher than before. 

3. Should the 5 Elements go positive for a bull phase in gold, then it is reasonable to assume the circumstances would not be too much different from the present.

However it is my opinion that the probabilities support gold in a range of $50 above and $50 below the point at which Gold Cover Clause occurred for most of the time. It is unlikely that the mechanism would occur before June of 2004 when it might be seen as a tool with which to influence the economy, assuming the tax cuts fail then to significantly influence investment decision by businesses.

How Gold Re-enters the US Dollar Equation.
*From “Gold and Dollar Market Summary, Thursday, June 9, 2005*
1. The dollar again enters a full blown bear market as a product of its deteriorating internal fundamentals. 

2. The march into the new system of Authoritarian Free Enterprise continues as a result of all the measures being adopted and reinforced to combat terrorism – perceived or otherwise. 

3. There comes a point in the dollar decline that the public will support draconian measures as they are reassured by eminent authority and political consensus that this is the correct system fix. 

4. At this point, major wealth reassumes a long dollar position. 

5. There are two key items in the draconian plans, the first of which is the significant reduction of Federal entitlement spending for the common benefit of all. This is intended to stabilize the US Federal Budget deficits and save the dollar, thereby creating jobs and improving the US and global economic system. That is the spin. Authoritarian Free Enterprise favors the authority of commerce and not the common good. This is when policy changes will occur, the deficits will come into balance and the US dollar will enter a bullish period. 

6. In the second move, gold enters the picture. Gold convertibility is not what will occur and the Gold Community will not be pleased by the role gold will play. Gold is coming back into the system not at the pleasure of present gold advocates but at the pleasure of the masters of the global economy.

 

Wednesday, May 28, 2003, 6:05:00 PM EST
More on the Federal Reserve Gold Certificate Total Value Ratio
Author: Jim Sinclair
Q: Regarding the "Federal Reserve Gold Certificate Total Value Ratio" discussed recently on your web site.

If I understand you right, the US government is to rescue the dollar by promising to limit their issuance of dollars based on the amount of Treasury gold.

This is supposed to be some form of limited, modified gold standard. They never allow an audit of the physical gold said to be on hand. Even if the number of bars were counted, how would we know who it really belonged to? Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: No it does not because there never will be an audit and 98% of the world will take whatever the Treasury says as gospel. Look at yesterday's rally in equities because each of those buyers believed what the government is saying.

Q: Whatever the ratio of dollars to gold which they promise to adhere to, what is to prevent them from later incrementally changing that ratio as has been done in the past? Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: Yes, that is possible. But a rescue for the dollar most likely in these terms will come if the two tax cuts, a war, the rebuilding of Iraq by US companies, and the spending of all allocated funds fails to deliver the economic conditions required for reelection of the present administration.

Q: If I understand you correctly, there would be no actual re-deemability of US dollars for gold. This is like a mortgage which cannot be foreclosed. Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: That is correct. It is a balance sheet fix for a balance sheet problem and will work for some time if adopted.

Q: In short, how is this smoke and mirrors gold standard going to add any credibility to the dollar since it will depend entirely on confidence in the US government which is exactly what has caused the problem?

A: Smoke and mirrors are what causes markets to occur. I comment on what I see coming. Nobody wants to hear me pontificate on what I think is correct. I am here to tell you what I see coming, not what I think should be coming.

 

Second:
Items that control, act as alarms. Gold was a control and an alarm that rang through its price. Currency parities were alarms in terms of market fluctuations to or away from parity rates. Nixon's sterilization of the Gold Cover Clause accelerated the world economy on a course to a condition devoid of an alarm system. Today's body economic is much like the human body with the disease whereby the body loses its ability to feel pain, thus inadvertently placing itself in harm's way. We now live in an "Alarm-less Casino Society" within the "Instant Gratification Economy", now in the throes of its own demise. That is why the markets have become pure casinos in which a daily crisis sounds no alarm. An interesting question one might ask oneself is: What post-Nixon Governor of the Federal Reserve has failed to prime the money pump in the USA during the last two years of an incumbent president's term in order to grease the wheels of the economy and equity markets, facilitating the incumbent's re-election?

Third:
Gold has one primary role in its relation to a currency. That role is not convertibility. Convertibility dealt with gold's role in controlling Trade Balances. The source of the problem is not trade balances; it is the freedom to create violent changes in the supply of money. Gold has only one monetary function; it acts as a control. Gold could control the very item that stands at the foundation of today's nemesis, the errors in human judgment resulting in mismanagement of the money supply. It is a glaring contradiction for an economic society, built on the ability of free markets to effect economic distribution, to trust a group of 'quasi-political special interest people with titles' with the management of our economy via the expansion or contraction of the money supply, primarily. Communism and socialism are supposedly dead; the USA is in the process of paying a high price for it is a socialist principle to allow the titled few to manage the economy as has been the case since the reduction of the Gold Cover Clause to Zero.

Fourth:
To determine how a group of people with the ability to act will perform in a market crisis, we need only examine their reasoning and action in a previous situation. The recent extreme decline in US equities has been blamed in part on the Imperialistic Attitude of CEOs acting in some cases above and beyond the law. In order to attempt to create a return of confidence in the paper assets, the common shares of US corporations, new laws have been passed for mandating corporate management's ethical behavior. This is what is called a Legislated Enforced Ethic. Therefore, one can conclude, that in an economic crisis the minds of those empowered to act will gravitate towards a solution that includes the utilization of legislated enforced ethics, especially if the means are already legislated and in the system.

Fifth:
Definition - A spiral is a grouping of cause and effect that work to accelerate each other towards an event which then empowers the spiral itself. There exists a clear downward spiral of events, each affecting the other with no evidence that this cycle will end. A downward spiral in markets is not much different from a downward spiral
in the human experience. In that sense, a downward spiral such as depression requires intervention in order to reverse it. Psychotropic drugs, as an intervention, are often prescribed in order to provide an intervening window that can prevent the depression down spiral from going to its predictable end. Should the patient grasp that opportunity provided by the intervention, taking a more positive look at their circumstances, real progress may occur in their lives. Similarly, to reverse a downward economic spiral of today's proportion, great intervention is necessary to affect a long-term recovery.

Sixth:
Who says that the US dollar, once it closes below 104 on the USDX index, cannot at some time in its 21-month future window of Bear possibilities put on a NASDAQ-type decline? We live in a Casino market world affecting all markets, played by tranches of money larger than that of the central bank individually or collectively. Nobody in the established investment community expected the NASDAQ to do what it did. Nobody in the established investment community expects the US dollar to do what it will do. The heart of the Down Spiral is the US dollar. To stop the Down Spiral, should it get totally out of hand, before a collapse of the $72 trillion dollar
mountain of sewage, unfunded, specific obligation paper, called derivatives, the dollar will have to be rescued long-term by some act to resuscitate faith in that paper asset, the US Dollar.

Seventh:
The Present Economic Spiral, which will cause a significant rise in the gold price and a significant further drop in the US dollar is: In the Environment of an expanding US Budget Deficit we are experiencing an expanding US Trade Deficit, which impacts an expanding US Current Account Deficit which now at 5% of US Gross Domestic Product produces significant currency adjustments in the US dollar.

As a result of a new decline in the dollar below the first low of 104 as measured by the USDX index, non-US holders of US Government Securities will begin to reduce their purchases. The shift in momentum of purchasing reverses the previous up trend in this market, which will result in a surprise increase in interest rates in the environment of weak business conditions internationally. This results in a further drop in general equities from any recovery level or from the present levels, as we have always seen that declining US equity prices are accompanied by further declines in the US Dollar. Therefore a further drop in the US Dollar occurs. And therefore the down spiral marches on and on. This economic spiral will continue to push gold higher and the dollar lower. Each time it impacts upon itself, the factors in the Down Economic Spiral further impact the holders of US Treasury instrument, producing the 5th Element of a Long Term

Bull Market in Gold by creating the most unexpected Long Term Bear market in US Treasury instruments due cyclically and fundamentally, as explained above, to occur. Historically US interest rates are not made by the Federal Reserve. Rather, US interest rates are a product of the market level of US Treasury instruments. That is a key concept to keep in mind.

Eighth:
As part of the conditioning that has taken place during the experience of the three-generation "Instant Gratification Economy", the majority of market participants, even those akin to gold, believe that governments are more powerful than markets. This is a fallacy about to be proven wrong. Markets are the most powerful economic forces in a world awash in paper money. Markets force monetary policy, not the other way around. The Tools to Prevent a Deflationary Melt-down

War is Now Declared on "Deflation" And the Fourth General in the CONFLICT
Is Chairman of the Federal Reserve, Economic General Alan Greenspan


The Tools Are:
1. A devaluation of the dollar in terms of gold by allowing an appreciation in gold's price without significant opposition by central banks. 

2. Reinstitution of a modernized Gold Cover Clause in which the gold holding of the USA will be rationalized to the then existing market price for gold. The holding of Gold for the purpose of this new Federal Reserve Ratio will be considered as the percentage required for the then outstanding liabilities. To expand monetary aggregates, the price of gold must rise or the US Federal Reserve, on behalf of the Treasury, would be required to buy gold. A firm gold market then becomes the friend of the Fed and not the enemy of the dollar. The necessary aura of gold acting as a control would bring greater confidence to the US dollar at the devalued price in terms of the gold price and work toward the appreciation of the dollar versus other currencies. 

3. Adjustment of the Tax Code with a focus on those areas that historically support investment in business activity, which is a most Republican approach to tax codes. Expansion of tax benefits for business investment. 

4. Expansion of monetary aggregates to any level required should inflation figures go to net negative basis with significant expansion ahead of that event in an attempt to prevent deflation. 

5. Fulfillment of all presently financed government projects. 

6. The potential of a War What all this means to the Gold Investorl 

 

· This bull market in gold is generational and not cyclical in nature. It will span a much longer time than any advisor so far has suggested. It may well exist for the next 30 years. 

· There is no need to be concerned that a missed sell point for a trader under $400 gold is a lost opportunity. In fact gold will continually make higher lows and higher highs into the predictable future. 

· Gold producer hedgers who refuse or cannot reverse their hedge positions are in serious trouble. 

· Gold shares have a bright long-term future. 

· The value of properties in promising gold fields will increase significantly. 

· Exploration for new gold properties will increase significantly.

 

**Note for Compendium owners: The above post uses excerpts from 88.pdf, 659.pdf, 2972.pdf and 141.pdf, all available in full on your Compendium CD**
15.16 Will COMEX Default on Gold and Silver?

by: Avery Goodman December 22, 2008

From: http://seekingalpha.com/article/111852-will-comex-default-on-gold-and-silver  

……..

The skeptics may be right about the failure to keep adequate supplies of vaulted metal, but it doesn’t really matter. If you buy gold and silver on the futures exchanges, you will get your metal, whether or not the short sellers are trying to defraud you, and I’ll now explain why.

The Commodities Futures Trading Commission is charged with the responsibility to monitor and regulate American futures markets. In spite of this, the futures markets have morphed from a legitimate place to hedge the risk of commodities, into a worldwide casino, which has a gaming commission that claims all of games of chance are really “investing”. This is nonsense. The exchanges are mostly used as gambling halls, with banks as casino operators, and speculators serving in the role of casino guests. All types of bets, from taking odds on interest rates to taking odds on the volatility of the stock markets (with no underlying security except the VIX!) are allowed, and are available to anyone who enjoys games of chance. If the CFTC ever bothered to enforce its own enabling act, and associated regulations, most of these games of chance would be quickly closed. For example, CFTC regulations require 90% of all deliverable commodity contracts (including gold and silver) to be covered by stockpiles of the real commodity, and/or real forward contracts from real producers (like miners). In practice, however, CFTC has never done a spot audit of even one vault. We really have no idea whether or not short sellers really have the gold or silver that they claim to have. We can assume that they probably don’t, given that the number of futures contracts issued has often exceeded the entire known supply of silver, for example, in the entire world.

Indeed, in spite of rampant speculation as to their identity, in truth, we don’t even know who the short sellers are. Other countries, like Japan, have full disclosure of identities and positioning, in open and transparent futures markets, but this is not true of the much larger futures markets based in America. American futures markets are mostly opaque, because the CFTC keeps the information secret. Lack of transparency always is a recipe for fraud and corruption. The likelihood of widespread violations, occurring at exchanges regulated by CFTC, is very high. Logical people, therefore, can make some reasonable assumptions. It is quite likely that the sellers on COMEX do not have 90% of their silver contracts, for example, backed by stockpiles of the metal.

Yet, adherence to Federal regulation is an implicit provision in the terms and conditions of every futures contract. If COMEX and/or NYSE-Liffe short sellers are entering into naked short contracts, they are violating market rules, falsely presenting their contracts to the public, and doing all this with a premeditated intent to defraud buyers. Knowingly making false assertions and promises is fraud in the inducement. Violation of the market rules is also “fraud upon the market”, and a federal and state felony level crime that can result in a long jail sentence. The vast majority of short positions in gold and silver appear to be held by only 2 – 3 American banks, so, it would be extraordinarily easy to pinpoint the perpetrators. Potentially, they could be prosecuted for market manipulation, common law fraud, state and federal RICO actions, as well as other counts.

In other words, a large scale default on COMEX or NYSE-Liffe would not only trigger the paying of money damages, but would also involve criminal liability. Even if a few individuals within the federal government are complicit, as has been alleged, and the U.S. Justice Department refused to prosecute, there are enough politically ambitious state prosecutors to take up the baton. Futures market short sellers would pay a heavy price if there were ever a big default. Because of this, they will spend whatever money is needed to make sure it never happens.

If a clearing member of an exchange fails to deliver, the futures exchanges are legally liable on the debt. If a clearing member goes bankrupt, performance becomes the obligation of the exchange. If a short position holder cannot or does not deliver, the exchange must either deliver, or pay in an amount equal to the difference between the contract price, and the amount of money needed to buy the physical commodity in the open market. Generally speaking, contract holders are allowed to purchase silver or gold on the spot market in a reasonably prompt manner, and all costs of doing so must be reimbursed.

Contrary to the claims of some sincere but misguided metal aficionados, while gold and silver may be occasionally in so called “backwardation”, both are readily available at the right price. That price, of course, may be considerably higher than the reported prices on futures markets. Precious metal will continue to be available so long as the price is “right”. If short sellers on COMEX are really as naked as some claim, the only result of technical “default” at the COMEX will be a huge “short squeeze”, sending precious metals prices to the roof. During this squeeze, movement of the U.S. dollar, up or down, will be irrelevant. If delivery demands exceed supplies in futures market warehouses, metal will be purchased on the spot market. Short sellers or the exchange will be forced to make good on whatever price is paid.

Here’s how it would work. Let’s say you buy a futures contract for February delivery of 100 ounces of gold at $800 per ounce in December. In February, spot gold is selling for $1,000 per ounce, and you deposit the full cash cost of your futures contract into your account, instructing your broker to issue a demand for delivery. The counterparty can’t deliver because the COMEX warehouse runs out of “registered” metal. There is a huge short squeeze as short sellers run around the world physical market, trying to buy gold. The short seller misses the last day to deliver. Because everyone starts hearing about the missed deliveries, by the next day after the last possible delivery date, spot gold in London starts selling for $1,359 per ounce. Your commodities broker must take the money you deposited [$80,000, more or less] and buy the commodity on the spot market for $1,359[/ ounce. Total cost is $135,900, more or less]. The broker will be reimbursed by the short seller and/or the exchange in the amount of $55,900 [$135,900- 80,000], plus any expenses you incurred in buying physical gold on the spot market. In the end, you get your gold or silver at the price you paid for the futures contract, regardless of the default.

A number of well intentioned, but misinformed, precious metal commentators have claimed that exchanges will escape from this obligation by a declaring a co-called “force majeure” event. Force majeure is a legal doctrine which says that compliance with a contract is excused if an “act of God” makes it impossible to comply. Formal force majeure provisions exist in many NYMEX contracts, including gas and oil contracts, for example. After recent hurricanes in Louisiana, a NYMEX committee declared force majeure, and an extension of time for delivery of natural gas pursuant to the contracts. Unlike gas, however, which is produced from the ground, or must be moved long distances under sometimes difficult conditions, gold and silver are commodities that normally reside in vaults, and are easily transported. It should be noted that, as of this date, no formal written force majeure provision exists in the specifications of COMEX gold and silver contracts. Admittedly, force majeure is a legal doctrine that is implied in every contract, and need not be written down. However, higher gold prices and/or failure to comply with the 90% cover rule are not acts of God and will not excuse contract performance.

Let’s say, as some claim, that short sellers have enmeshed themselves in a web of fake contracts, wherein third parties are contracted to deliver metal to them, even though both the short sellers and the third parties know that these contracts are fake, and there really is no metal to deliver. This web of lies assumedly is designed to protect against claims that they are selling “naked” shorts. The existence of such contracts doesn’t matter to the concept of force majeure. The obligation to deliver cannot be changed by a mere failure of “third” parties to deliver. Failure of contracts owed to short sellers are not acts of God. Failure of third parties to honor their contracts does not excuse performance of the short seller’s obligation to deliver to the final contract holder. It certainly does not alter the obligation of the exchange to guarantee delivery.

Some are still skeptical. What if the entire COMEX and NYSE-Liffe exchanges fail?..... I do not agree with bailouts…….. But, my views are not shared by the U.S. government or most other governments around the world. A large number of the clearing members of both COMEX and NYSE-Liffe have already been bailed out by their respective governments. Huge institutions like JP Morgan (JPM), Citigroup (C), Morgan Stanley (MS), Merrill Lynch (MER), Goldman Sachs (GS), Bank of America (BAC), UBS and Credit Suisse (CS) are considered “too big to fail.”

Can you imagine the exchanges not being too big to fail, when their individual members are? What chance do you think there is of the Federal Reserve allowing the entire COMEX or NYSE-Liffe exchange going bankrupt? In my opinion, the chance is close to zero. A massive failure to deliver is highly unlikely, but, if it did happen, and if the exchanges were unable to comply with their legally binding guarantee, the government will step in and provide gold from Fort Knox and enough money to buy silver in the open market, no matter what the price. The end result will merely be a huge price increase, and an end to the assumed legitimacy of futures market prices, not a default.
Summing things up, if you want to buy gold and silver, but don’t want to pay high premiums, buy them on futures exchanges. First, open a futures account with a commodities broker. Make sure it is a real commodities broker and not an imitation. Stock brokers, like Interactive Brokers, ThinkorSwim, MBTrading, and a number of others claim to be “futures brokers.” In truth, they are not. They can only offer you speculation, and not hedging services. They will not deliver, and will forcibly sell you out of your positions, even at great loss to you, if it comes too close to the delivery date. So, instead, make certain that you open your account with a real commodities broker, like RJOFutures.com, PFGBest, lind-waldock.com, MF Global, e-futures.com or any other broker willing to arrange deliveries. You can speculate just as easily, using a commodities broker, as you can using a stock broker that dabbles in futures. But, if you want delivery, you must have a real commodities broker. Steer clear of stock brokers unless you want to buy stocks.

Middle class families, looking for safety in precious metals, but who don’t have enough money to buy 100 ounce contracts, can buy deliverable mini-gold and mini-silver contracts on the NYSE-Liffe futures exchange. The mini-contracts require delivery of as little as 33.2 ounces of gold and 1,000 ounces of silver. If you want delivery, however, make sure you do not buy COMEX based miNY gold and/or miNY silver contracts. These COMEX mini-contracts are cash settled. The standard contracts, however, on both the COMEX and the NYSE-Liffe (consisting of 100 ounces of gold and 5,000 ounces of silver) are all deliverable.

The highly leveraged nature of gold and silver futures contracts create high levels of volatility. That should be kept in mind ……….
15.17 2006 August 18 LME Nickel Default

Original of the below is here.
16/08/2006
LME Imposes Backwardation Limit for Nickel 

At 1700 hours today, The London Metal Exchange (LME) announced that the Special Committee has imposed a backwardation limit of $300.00 per tonne per day in the nickel market and that there will be a suspension of the Lending Guidance in respect of those with nickel positions. 

After taking account of all the relevant factors, and following consultation with LCH.Clearnet, the Special Committee has resolved that:

1.       Backwardation limit
Those with short positions in nickel falling prompt on Friday 18 August 2006, and on subsequent prompt dates until further notice, who are unable to effect physical delivery and/or unable to borrow metal at a backwardation of no more than $300.00 per tonne per day, shall be able to defer delivery for a day at a penalty of $300.00 per tonne.  Those with long positions for prompt on those days who are subject to deferred delivery shall be entitled to compensation of $300.00 per tonne per day

2.       Lending Guidance
The Lending Guidance in respect of nickel shall be suspended with immediate effect such that those with dominant long positions in nickel shall not be obliged to lend in accordance with the Lending Guidance until further notice.

Commenting on the announcement, Simon Heale, LME Chief Executive said:

“Nickel stocks are at historically low levels and we now have a genuine material shortage. Our first priority is to ensure that trading remains orderly and to prevent the risk of settlement defaults.
“The Special Committee has been constantly monitoring nickel stocks, the effect of those trading for the nearby prompt dates and conditions in the nickel market.  The Committee will keep this under constant review and will remove the backwardation limit and reintroduce Lending Guidance as soon as it considers it prudent to do so.”

Notes to Editors:
1. The Special Committee is a sub-committee of the Board to which the Board has delegated emergency powers under Regulation 15 of Part 3 of the Exchange’s Rules and Regulations.

2. The LME is the world’s premier non-ferrous metals market.

3. The LME turned over 78 million lots in 2005, which equates to around $4,500 billion.

4. Trading at the LME takes place through open outcry in ‘the ring’, through an inter-office telephone market and through LME Select.

5. The LME commenced trading in polypropylene and linear low density polyethylene futures contracts on 27 May 2005.

6. The LME announced its intention to develop risk management tools for the steel industry in October 2005 and in May 2006 confirmed that it will work with Platts to publish references prices for steel. If the references prices gain acceptance with industry the LME will consider launching futures contracts, settled against the reference prices.

Press enquiries should be made to Adam Robinson on 020 7264 5532 
15.18 James Turk: A short history of the gold cartel  
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By James Turk, Editor
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This week Bill Murphy and Chris Powell, co-founders of the Gold Anti-Trust Action Committee Inc. (http://www.gata.org/), will be in London, England. Their trip is part of GATA's ongoing effort to raise awareness of the gold cartel and its surreptitious intervention in the gold market.

Bill and Chris will meet with the British news media to explain GATA's findings. They will also attend an important fund-raising event being held in support of GATA's work. Their trip is another important step by GATA aimed at creating a free market in gold, one which is unfettered by government intervention.

Governments want a low gold price to make national currencies look good. Gold is recognizable the world over as the "canary in the coal mine" when it comes to money. A rising gold price blurts the unpleasant truth that a national currency is being poorly managed and that its purchasing power is being inflated.

This reality is made clear by former Federal Reserve Chairman Paul Volcker. Commenting in his memoirs about the soaring gold price in the years immediately following the end of the gold standard in 1971, he notes: "Joint intervention in gold sales to prevent a steep rise in the price of gold, however, was not undertaken. That was a mistake." It was a "mistake" because a rising gold price undermines the thin reed upon which all fiat currency rests -- confidence. But it was a mistake only from the perspective of a central banker, which is of course at odds with anyone who believes in free markets.

The U.S. government has learned from experience and has taken Volcker's advice. Given the U.S. dollar's role as the world's reserve currency, the U.S. government has the most to lose if the market chooses gold over fiat currency and erodes the government's stranglehold on the monopolistic privilege it has awarded to itself of creating "money."

So the U.S. government intervenes in the gold market to make the dollar look worthy of being the world's reserve currency when of course it is not equal to the demands of that esteemed role. The U.S. government does this by trying to keep the gold price low, but this is an impossible task. In the end, gold always wins -- that is, its price inevitably climbs higher as fiat currency is debased, which is a reality understood and recognized by government policymakers. 

So recognizing the futility of capping the gold price, they instead compromise by letting the gold price rise somewhat, say, 15 percent per year. In fact, against the dollar, gold is actually up 16.3 percent per year on average for the last eight years. In battlefield terms, the U.S. government is conducting a managed retreat for fiat currency in an attempt to control gold's advance.

Though it has let the gold price rise, gold has risen by less than it would in a free market because the purchasing power of the dollar continues to be inflated and because gold remains so undervalued notwithstanding its annual appreciation this decade.

These gains started from gold's historic low valuation in 1999. Gold may not be as good a value as it was in 1999 but it nevertheless remains extremely undervalued.

For example, until the end of the 19th century, approximately 40 percent of the world's money supply consisted of gold, and the remaining 60 percent was national currency. As governments began to usurp the money-issuing privilege and intentionally diminish gold's role, fiat currency's role expanded by the mid-20th century to approximately 90 percent. The inflationary policies of the 1960s, particularly in the United States, further eroded gold's role to 2 percent by the time the last remnants of the gold standard were abandoned in 1971. 

Gold's importance rebounded in the 1970s, which caused Volcker to lament the so-called mistakes of policymakers. Its percentage rose to nearly 10 percent by 1980. But gold's share of the world money supply thereafter declined, reaching about 1 percent in 1999. Today it still remains below 2 percent.

From this analysis it is reasonable to conclude that gold should comprise at least 10 percent of the world's money supply. Because it is nowhere near that level, gold is undervalued.

So given the ongoing dollar debasement being pursued by U.S. policymakers, keeping gold from exploding upward to a true free-market price is the first thing they gain from their interventions in the gold market. The other thing they gain is time. The time they gain enables them to keep their fiat scheme afloat so they can benefit from it, delaying until some future administration the scheme's inevitable collapse.

So how does the U.S. government manage the gold price?

They recruit Goldman Sachs, JP Morgan Chase, and Deutsche Bank to do it, by executing trades to pursue the U.S. government's aims. These banks are the gold cartel. I don't believe that there are any other members of the cartel, with the possible exception of Citibank as a junior member. 

The cartel acts with the implicit backing of the U.S. government, which absorbs all losses that may be taken by the cartel members as they manage the gold price and which further provides whatever physical metal is required to execute the cartel's trading strategy.

How did the gold cartel come about?

There was an abrupt change in government policy around 1990. It was introduced by then-Federal Reserve Chairman Alan Greenspan to bail out the banks back then, which, as now, were insolvent. Taxpayers were already on the hook for hundreds of billions of dollars to bail out the collapsed "savings and loan" industry, so adding to this tax burden was untenable. Greenspan therefore came up with an alternative. 

Greenspan saw the free market as a golden goose with essentially unlimited deep pockets, and more to the point, saw that these pockets could be picked by the U.S. government using its tremendous weight, namely, its financial resources for timed interventions in the free market, combined with its propaganda power by using the news media. In short, it was easier to bail out the insolvent banks back then by gouging ill-gained profits from the free markets instead of raising taxes.

Banks generated these profits through the Federal Reserve's steepening of the yield curve, which kept long-term interest rates relatively high while lowering short-term rates. To earn this wide spread, banks leveraged themselves to borrow short-term and use the proceeds to buy long-term paper. This mismatch of assets and liabilities became known as the carry trade.

The Japanese yen was a particular favorite to borrow. The Japanese stock market had crashed in 1990 and the Bank of Japan was pursuing a zero-interest-rate policy to try reviving the Japanese economy. A U.S. bank could borrow Japanese yen for 0.2 percent and buy U.S. T-notes yielding more than 8 percent, pocketing the spread, which did wonders for bank profits and rebuilding the bank capital base.

Gold also became a favorite vehicle to borrow because of its low interest rate. This gold came from central bank coffers, but central banks refused to disclose how much gold they were lending, making the gold market opaque and ripe for intervention by central bankers making decisions behind closed doors. The amount lent by central banks has been reliably estimated in various analyses published by GATA as between 12,000 and 15,000 tonnes, nearly half of total central bank gold holdings and four to six times annual gold mine production of 2,500 tonnes. The banks clearly jumped feet first into the gold carry trade.
The carry trade was a gift to the banks from the Federal Reserve, and all was well provided that the yen and gold did not rise against the dollar, because this mismatch of dollar assets and yen or gold liabilities was not hedged. Alas, both gold and the yen began to strengthen, which, if allowed to rise high enough, would force marked-to-market losses on those carry-trade positions in the banks. It was a major problem because the losses of the banks could be considerable, given the magnitude of the carry trade.

So the gold cartel was created to manage the gold price, and all went well at first, given the help it received from the Bank of England in 1999 to sell half of its gold holdings. Gold was driven to historic lows, as noted above, but this low gold price created its own problem. Gold became so unbelievably cheap that value hunters around the world recognized the exceptional opportunity it offered and demand for physical gold began to climb. 

As demand rose, another more intractable and unforeseen problem arose for the gold cartel. 

The gold borrowed from the central banks had been melted down and turned into coins, small bars, and monetary jewelry that were acquired by countless individuals around the world. This gold was now in "strong hands," and these gold owners would part with it only at a much higher price. So where would the gold come from to repay the central banks?

While the yen is a fiat currency and can be created out of thin air by the Bank of Japan, gold is a tangible asset. How could the banks repay all the gold they borrowed without causing the gold price to soar, worsening the marked-to-market losses on their remaining positions? 

In short, the banks were in a predicament. The Federal Reserve's policies were debasing the dollar, and the "canary in the coal mine" was warning of the loss of purchasing power. So Greenspan's policy of using interventions in the market to bail out banks morphed yet again.

The gold borrowed from central banks would not be repaid after all, because obtaining the physical gold to repay the loans would cause the gold price to soar. So beginning this decade, the gold cartel would conduct the government's managed retreat, allowing the gold price to move generally higher in the hope that, basically, people wouldn't notice. Given gold's "canary in a coal mine" function, a rising gold price creates demand for gold, and a rapidly rising gold price would worsen the marked-to-market losses of the gold cartel.

So the objective is to allow the gold price to rise around 15 percent per year while enabling the gold cartel members to intervene in the gold market with implicit government backing in order to earn profits to offset the growing losses on their gold liabilities. The gold cartel's trading strategy to accomplish this task is clear. The gold cartel reverse-engineers the black-box trend-following trading models.

Just look at the losses taken by some of the major commodity trading managers on their gold trading over the last decade. It is hundreds of millions of dollars of client money lost, and the same amount gained for the gold cartel to help offset their losses from the gold carry trade -- all to make the dollar look good by keeping the gold price lower than it should be and would be if it were allowed to trade in a market unfettered by government intervention.

As I see it there are only two outcomes. Either the gold cartel will fail or the U.S. government will have destroyed what remains of the free market in America. I hope it is the former, but the flow of events from Washington and the actions of policymakers suggest it could be the latter.

------------

James Turk is founder and chairman of GoldMoney.com, editor of the Freemarket Gold & Money Report, co-author of "The Coming Collapse of the Dollar," which was recently updated in a new edition as "The Collapse of the Dollar" (http://www.dollarcollapse.com/), and a consultant to the Gold Anti-Trust Action Committee Inc.

* * *

15.19 Repository Costs by Bob Coleman of Gold Silver Vault LLC
Thinking of precious metal ETF's?

Then you better think again...

Can't you see the yellow caution light that is flashing...

I would like to explain the difference between investing in the actual metal versus precious metal ETFs. One should completely realize when buying a precious metal ETF, it is simply a representation of the price in gold or silver. Investing in precious metals entails buying the real metal directly or through a program that offers the right to receive physical metal in deliverable form upon liquidation with no conditions.

What is overlooked by most professionals?

One of the items that I read in the prospectus of the gold and silver ETFs that concerns me relates to the reported expenses of the fund. I am a professional expert in the storage and security of gold and silver. I run a fully segregated and insured storage program that is independent of the financial system. I also run a very unique physical gold and silver bullion fund that takes delivery of all physical metal, as well as, stores and insures the metal outside the financial system in fully segregated and armored vaults. I am very knowledgeable with the cost of insuring and securing physical metal.

The expense ratios for many of the ETFs and other funds are very telling. Many products want to have the lowest fee to attract today's cost conscious investor. However, there is an old saying, "You get what you pay for". I will take the SPDR Gold Shares "GLD" for example. They claim the custodian charges .10 % or 10 basis point to properly safeguard the gold. A qualified custodian must properly store the physical metal through the use of very specific security controls such as cameras, sensors, armed guards, etc. However just as important is the insurance which would protect the facility and owner of the metal in the event of a breakdown in the security controls of the vault.
What is fascinating is the unbelievably low cost the SPDR Gold Shares pays for this security and insurance. Lets forget about the cost of simply providing a secure facility to store the gold.

At these level of assets, there is only one company in the world that insures physical precious metals in armored vaults. I have been told there is no way this insurance company would charge a meager 10 basis points annually for an "all risk" policy. That is equivalent to insuring a car worth $10,000 and its driver for ten dollars a year. No insurance company could ever make enough money to cover the risk of loss on that policy except maybe AIG. Even some of the largest custodians for valuable assets pay a minimum of 15 to 25 basis points just for an "all risk" insurance policy.

Personally, I question any program that stores their metal at a financial institution. In many cases, the financial institution is internally insuring much of the gold it stores. The problem with that is, if the institution runs into financial trouble the owner of the metal has no protection against the loss or damage to the items being stored. And isn't the idea of owning gold and silver a hedge against a failure in the financial system?

That is why our programs store everything outside the financial system in independently insured vaults.

Bob Coleman

www.goldsilvervault.com

15.20 Wexford Capital Management Compares BULLION Ownership Forms
It is the age-old question posed by virtually every prospective precious metals buyer, "What form should my allocation to the precious metals asset class take?".  As a tangible asset broker who only deals in the physical metal for delivery to clients or their designated depositories, of course, I am prejudiced as to which form I prefer.  However, there are some very good reasons why the vast majority of your financial allocation to gold, silver, and possibly the platinum group including palladium should primarily be in the form of physically possessed bullion coins and bars.  It is all a matter of control and accessibility when an investor chooses to own precious metals as a hedge against a myriad of economic and financial disasters that are more than 50% probabilities in today's world.

I will attempt to construct a chart that grades the four major forms of precious metals ownership:  Physical Metal, Depository Certificates, Mining Stocks, and Exchange-Traded Funds (ETF).  I do not include commodity futures contracts in this comparison because this is such a risky way to take a position in Precious Metals due primarily to the extreme 10:1 leverage employed AND the inherent volatility in the underlying assets that only a handful of extremely skilled traders will ever consistently make money using this avenue.  I am also ruling out Open-End Mutual Funds, the garden variety that most investors are familiar with, due to the gross inefficiency of these vehicles for long-term holders; the constant payment of taxes on short-term and long-term capital gains due to the trading activities of the fund manager that significantly reduces the net after-tax return of mutual funds over 5-year and 10-year holding periods.  And monies to pay these taxes must come from outside of this precious metals holding vehicle because mining stock dividends contained within the portfolio are more than likely to be insufficient to cover annual taxes due.  Closed-end funds or the now emerging Exchange Traded Funds (ETF's), a hybrid Closed-end Fund, are not as offending in total distributions, especially bullion related ETF's; but they are not the model of tax efficiency either as shown below.

Feel free to comment on this comparison chart, but I think that I have been very fair in my ranking of each potential form of bullion ownership, and this comes from 32 years of hands-on investment experience, both personal and professional to include 20 years as a Registered Investment Advisor:

	
Comparison of BULLION Ownership Forms

 (Scored from 0 to 10 with 10 being the highest)

	Rank Criteria
	PHYSICAL
	Certificate from  Depository
	Mining Stocks
	Bullion ETF's

	 
	 
	(Segregated or Allocated Only!)
	 
	 

	1. Global Liquidity
	10
	3
	7
	7

	Meaning:  Can the asset be readily sold for a fair market price anywhere in the world on quick order.

	2.  Medium of Exchange
	10
	2
	0
	0

	Meaning:  Can the asset be used in lieu of paper currency in an emergency situation.

	3.  Risk of Embezzlement
	10
	8
	4
	5

	 
	Holder totally in control
	Insured, low historical event; location could be key in future
	Reserves often overstated; officers compensated w/ options; nationalization risk
	No real track record to say this is not a probability

	4.  Tax Efficiency at Long Term Sale
	7
	7
	9
	7

	 
	28% K-Gain Rate
	28% K-Gain Rate
	15% K-Gain
	28% K-Gain Rate

	Meaning:  Can the asset provide a high after-tax retention rate upon sale.

	5.  Tax Efficiency during Holding Period
	10
	10
	10
	7

	 
	 
	 
	 
	Short & Long Term K-Gain passed to holder due to internal trading activity

	Meaning:  Does the asset incur taxes without any action taken on the part of asset holder.

	6.  Ease of Valuation
	10
	10
	8
	7

	 
	23-hour per Day trading
	 
	Analysis of financial statements depends on accurate reporting
	Constant Premiums & Discounts to Net Asset Value

	Meaning:  How readily can holder determine intrinsic value of asset in addition to market value.

	7.  Portability
	5
	10
	10
	10

	 
	Metal can actually be sold in USA and repurchased in Switzerland in like-kind exchange
	 
	 
	 

	8.  Confiscation Potential
	9
	9
	7
	6

	 
	Congress members will own metals before Dollar collapse
	Congress members will own metals before Dollar collapse
	Nationalization of mines or halt in stock trading as real as 1933 repeat
	Easier target, in quantity, than going door to door in U.S.

	Meaning:  What is the probability that this asset could actually be confiscated or halted from trading by the U.S. Government.

	9.  Transactions Cost to Purchase or Sell
	8
	7
	10
	10

	Long-term holding assumed, not trading
	1.5% or less per transaction
	Determined by depository but less than 2%
	0.5% per transaction
	0.5% per transaction

	10.  Value Retention after Holding Period Costs
	10
	9
	10
	8

	 
	Safe deposit fees are nominal if utilized
	Annual storage fees of 1.5% may or may not be tax deductible
	Dividend income is minor for most mining stocks
	Operating costs of fund reduce actual bullion held per share

	Meaning:  What annual costs exist that could impinge upon the residual value of the asset.

	11.  Financial Reporting  Audit Trail
	9
	9
	7
	7

	 
	1099-B upon Sale Only, and not in all cases; no reporting on Purchase
	1099-B upon Sale Only, and not in all cases; no reporting on Purchase
	1099-B upon Sale in all cases; brokerage records available to S.E.C. & Treasury
	1099-B upon Sale in all cases; brokerage records available to S.E.C. & Treasury

	Meaning:  What avenues or reporting exist for governmental tracking & reporting of the asset holding.

	12.  Recordkeeping Simplicity
	10
	10
	8
	7

	 
	 
	 
	Stock Splits & Stock Dividends
	Reinvested distributions adjust basis

	Meaning:  To what extent do adjustments have to be made to the cost basis during the holding period.

	13.  Negative Correlation to Stock Market
	10
	10
	4
	6

	 
	 
	 
	See 1987 Crash response
	No bear market history, still an equity asset

	Meaning:  How correlated is the price activity of the asset to that of the overall stock market, especially if a loss of confidence develops in financial assets overall.

	 

	
TOTAL SCORE
	118
	104
	94
	87

	Form of Ownership
	PHYSICAL
	Certificate from  Depository
	Mining Stocks
	Bullion ETF's

	 
	 
	 
	 
	 




Draw your own conclusions from the table above, but there is no substitute, period, for the actual, physical ownership of Gold, Silver, Palladium, and Platinum.  No one ever got rich by buying the easiest asset to own.  Handling and storage of precious metals are minor inconveniences compared to the total security and control that your personal, first-hand ownership of these assets offer.  All other forms of ownership are merely differing forms of "Promises to Pay", based upon the "full faith and credit" of the issuer.  A bird in the hand is worth many in the bush.


Respectfully,
David W. Young, President
Wexford Capital Management 
15.21 On Pooled Accounts

Hi   - 
Not to beat a dead horse but all this talk about Jon Nadler is a waste of breath. As I discussed before, Nadler invented the gold derivative product called "Pooled Accounts" and is constantly talking down gold because the brilliant business idea he implemented at the Perth Mint, Kitco and the Royal Mint of Canada
 is blowing up! He has to talk down gold or his paper gold ponzi scheme will blow up. 

Have you ever noticed the gold pricing structure at Kitco Products? 

https://online.kitco.com/bullion/completelist.html 

Kitco charges one of the highest premiums in the gold business for bullion coins that they sell. About 10% above spot for gold eagles! 

Similar high mark ups are charged for all bullion products compared to operations like Tulving. It would be ridiculous to buy physical bullion from Kitco. 

BUT LOOK AT THE POOLED ACCOUNT PRICING! 

[image: image31.png]e muying e 5/

Gold Pool $1,087.40 $1,002.40
Silver Pool $17.28 $17.50
Platinum Pool $1,352.00 $1,367.00
Palladium Pool $326.50 $339.00
Rhodium Pool $1,800.00 $2,200.00





With gold at $1090 Kitco is offering "Pooled Account Gold" at $2.40 over spot or a premium of .0023%! 

How in the world can Kitco EVER make money on a "Pooled Account" program if they charge .0023% to store physical gold??!! 

Not to mention the cost to run the operation just the Insurance and storage alone would blow that charge out of the water! 

The TRUTH is that Kitco, the Perth Mint and Royal Bank are all running paper gold ponzi schemes that are blowing up with the rise in the price of gold. 

Jon Nadler is not stupid...he is trying to preserve the paper gold derivative product he invented. 

The Perth Mint and Royal Bank claim that the unallocated pooled accounts are "working inventory" but Kitco doesn't have a Mint as far as I know. Where is their "working inventory" backing up their pooled accounts"? 

Multiple claims to physical gold in a rapidly rising price environment spells trouble for Jon Nadler and the businesses he sold his "Pooled Account" concept to. 

He will continue to talk his book and slander gold until his scam is shut down. 
 -B 
16 Undigested

17 Appendixes

17.1 Jim Sinclair – His website and His Company

See Jim Sinclair’s best.
17.2  The London Gold Fix
The Gold Fixing is conducted twice a day by telephone, at 10:30 GMT and 15:00 GMT (or WET).  
Here is the WikiPedia reference.

Here is a posting by ‘Doug Saunders’.

Posted on 04/05/06

DOUG SAUNDERS 

· E-mail Doug Saunders
· | Read Bio
· | Latest Columns


LONDON -- If you walked through the London trading floor of Bank of Nova Scotia's ScotiaMocatta division yesterday at exactly 3:00 p.m. and walked into a small conference room at the side, you would have witnessed an ancient ritual that sounded more like some rite of Freemasonry than anything having to do with modern markets. 

Simon Weeks, the head of the Canadian-owned gold-trading operation, is the chairman of the mysterious cabal known as the Fixing, and he convenes the conference call every day for the Afternoon Fix. 

He opens a leather-bound blotter and starts scribbling. Over a speakerphone, in quiet, clear voices, five men start speaking in tongues: "Good afternoon, gentlemen, we'll start the Fix at 673 and a quarter.

"HSBC wants 135. HSBC 135. SocGen offering 30 . . . Scotia 20. " 

"We have an imbalance, so we will raise it to 673 and 60. . . . Flag on HSBC . . . Barclays raise . . . So we are in balance, 140 bars per side, there are no flags -- fixed."

In less than 10 minutes, these five men in the City of London have set the world's official gold price. 

This magical number -- $673.60 (U.S.), up $10 from the previous day's Fix -- would instantly be relayed around the world, flashed onto trading floors, relayed on wire services, printed on the front pages of business sections, and would become the basis of billions of dollars in transactions over the next 15 hours, as these men knew.

As members of the Fixing, they know their strange and little understood customs are at the centre of global markets these days. For almost a century, they have been performing this ritual, using signals, flags and soft-spoken exchanges of gold bars, at first in a wood-panelled room and then, starting two years ago, over a conference call.

And yesterday, they set a price that has not been seen for 25 years. As institutional investors shift their assets into the safe harbour of metals in fear of geopolitical crises that might put equities and other commodities at risk, gold is soaring -- and the archaic ritual known as the Fixing is more relevant than ever.

Since gold prices shift constantly as ingots and ounces are traded day and night over markets around the world, you might think that a twice-daily fixed price is unnecessary. In fact, the London Fix -- along with its less-frequently cited siblings in Paris, Zurich and New York -- is used more widely today than ever.

"A lot of business is based on the Fix now," says Mr. Weeks, an affable, motorcycle-riding Englishman who has been trading gold with Mocatta for over 20 years. The company has been trading gold since 1671, and was purchased by Scotia Capital in 1997.

When he began doing it, the Fix took place in a special wood-panelled room at N.M. Rothschild & Sons, then the leading gold trader, that had been used for that purpose since the Fix began in 1919.

"In the old days, it was done because communication was slow, and it was the published price that was there for all to see and reference. It's still used as a reference point today -- it's the only point during the day when you have a true market, because you're clearing between buyers and sellers -- everything else is open to people's interpretation," Mr. Weeks says.

Today, the Fix is conducted by the five major market-making gold traders in London – 

· ScotiaMocatta, 

· HSBC, 

· Barclays Capital, 

· Deutsche Bank and 

· Société Générale. 

The afternoon Fix is watched closely -- not so much for the value of gold, but as a benchmark used in a new world of contracts, such as derivatives, that are based on the future gold price and are widely used for hedging and as speculative investments.

"A lot of financial deals are settled through fixing," Mr. Weeks says. "Its role in life has become a benchmark to be used in all sorts of structured products and derivative products."

And the Fix is, at its heart, a model example of supply-and-demand economics -- even if the gold trading reflected in the London Fix over the decades has often been more a reflection of political events than of underlying economics.

In the old days, the five traders would sit around the woody room, each with a huge telephone handset at his ear (and, before that, a Telex machine beside him). Each would hold a small Union Jack.

The chairman would offer an initial price, based on the most recent market trades. The Fix members communicate with their trading floors, to see how much they will buy or sell at that price. While they are speaking, or trying to sort out their position, they hold up their flag -- or, today, simply say "flag."

A bank typically names how many 400-troy-ounce gold bars it is willing to buy ("wants") at that price. Other banks offer up bars in response. If the wants and offers aren't equal in number, there is an imbalance, and the chairman starts again with a higher or lower price. The Fix stops when an equal number of bars are offered and wanted at a given price -- in other words, when a true market is created.

"It seems strange and old-fashioned to outsiders, but it's a service that really works," says Jeremy Charles, who sits on the Fix for HSBC. 

17.3 Historical USD Gold Prices

From  http://www.finfacts.ie/Private/curency/goldmarketprice.htm  

Historical Gold Prices 1800-2008 
 

	Date
	High
	 Low
	 Close

	12/31/1800
	19.3939
	19.3939
	19.3939

	12/31/1801
	19.3939
	19.3939
	19.3939

	12/31/1802
	19.3939
	19.3939
	19.3939

	12/31/1803
	19.3939
	19.3939
	19.3939

	12/31/1804
	19.3939
	19.3939
	19.3939

	12/31/1805
	19.3939
	19.3939
	19.3939

	12/31/1806
	19.3939
	19.3939
	19.3939

	12/31/1807
	19.3939
	19.3939
	19.3939

	12/31/1808
	19.3939
	19.3939
	19.3939

	12/31/1809
	19.3939
	19.3939
	19.3939

	12/31/1810
	19.3939
	19.3939
	19.3939

	12/31/1811
	19.3939
	19.3939
	19.3939

	12/31/1812
	19.3939
	19.3939
	19.3939

	12/31/1813
	19.3939
	19.3939
	19.3939

	12/31/1814
	21.79
	19.3939
	21.79

	12/31/1815
	23.07
	19.78
	22.16

	12/31/1816
	22.16
	19.74
	19.84

	12/31/1817
	19.89
	19.3939
	19.3939

	12/31/1818
	19.3939
	19.3939
	19.3939

	12/31/1819
	19.3939
	19.3939
	19.3939

	12/31/1820
	19.3939
	19.3939
	19.3939

	12/31/1821
	19.3939
	19.3939
	19.3939

	12/31/1822
	19.3939
	19.3939
	19.3939

	12/31/1823
	19.3939
	19.3939
	19.3939

	12/31/1824
	19.3939
	19.3939
	19.3939

	12/31/1825
	19.3939
	19.3939
	19.3939

	12/31/1826
	19.3939
	19.3939
	19.3939

	12/31/1827
	19.3939
	19.3939
	19.3939

	12/31/1828
	19.3939
	19.3939
	19.3939

	12/31/1829
	19.3939
	19.3939
	19.3939

	12/31/1830
	19.3939
	19.3939
	19.3939

	12/31/1831
	19.3939
	19.3939
	19.3939

	12/31/1832
	19.3939
	19.3939
	19.3939

	12/31/1833
	19.3939
	19.3939
	19.3939

	12/31/1834
	20.69
	19.3939
	20.69

	12/31/1835
	20.69
	20.69
	20.69

	12/31/1836
	20.69
	20.69
	20.69

	12/31/1837
	22.7
	20.67
	21.6

	12/31/1838
	21.52
	20.69
	20.73

	12/31/1839
	20.73
	20.73
	20.73

	12/31/1840
	20.73
	20.73
	20.73

	12/31/1841
	20.73
	20.6718
	20.6718

	12/31/1842
	20.73
	20.6718
	20.69

	12/31/1843
	20.71
	20.67
	20.6718

	12/31/1844
	20.6718
	20.6718
	20.6718

	12/31/1845
	20.6718
	20.6718
	20.6718

	12/31/1846
	20.6718
	20.6718
	20.6718

	12/31/1847
	20.6718
	20.6718
	20.6718

	12/31/1848
	20.6718
	20.6718
	20.6718

	12/31/1849
	20.6718
	20.6718
	20.6718

	12/31/1850
	20.6718
	20.6718
	20.6718

	12/31/1851
	20.6718
	20.6718
	20.6718

	12/31/1852
	20.6718
	20.6718
	20.6718

	12/31/1853
	20.6718
	20.6718
	20.6718

	12/31/1854
	20.6718
	20.6718
	20.6718

	12/31/1855
	20.6718
	20.6718
	20.6718

	12/31/1856
	20.6718
	20.6718
	20.6718

	12/31/1857
	20.81
	20.6718
	20.71

	12/31/1858
	20.6718
	20.6718
	20.6718

	12/31/1859
	20.6718
	20.6718
	20.6718

	12/31/1860
	20.6718
	20.6718
	20.6718

	12/31/1861
	20.6718
	20.6718
	20.6718

	12/31/1862
	27.542
	20.774
	27.542

	12/31/1863
	35.448
	25.244
	31.394

	12/31/1864
	57.052
	31.313
	46.356

	12/31/1865
	48.014
	26.585
	29.896

	12/31/1866
	32.191
	25.838
	27.49

	12/31/1867
	30.1
	27.284
	27.593

	12/31/1868
	30.695
	27.309
	27.827

	12/31/1869
	29.298
	24.701
	24.728

	12/31/1870
	25.217
	22.737
	22.893

	12/31/1871
	23.718
	22.402
	22.531

	12/31/1872
	23.849
	22.426
	23.149

	12/31/1873
	24.493
	21.936
	22.789

	12/31/1874
	23.537
	22.531
	23.123

	12/31/1875
	24.235
	23.098
	23.332

	12/31/1876
	23.693
	22.116
	22.116

	12/31/1877
	22.142
	21.187
	21.239

	12/31/1878
	21.239
	20.67
	20.67

	12/31/1879
	20.67
	20.67
	20.67

	12/31/1880
	20.67
	20.67
	20.67

	12/31/1881
	20.67
	20.67
	20.67

	12/31/1882
	20.67
	20.67
	20.67

	12/31/1883
	20.67
	20.67
	20.67

	12/31/1884
	20.67
	20.67
	20.67

	12/31/1885
	20.67
	20.67
	20.67

	12/31/1886
	20.67
	20.67
	20.67

	12/31/1887
	20.67
	20.67
	20.67

	12/31/1888
	20.67
	20.67
	20.67

	12/31/1889
	20.67
	20.67
	20.67

	12/31/1890
	20.67
	20.67
	20.67

	12/31/1891
	20.67
	20.67
	20.67

	12/31/1892
	20.67
	20.67
	20.67

	12/31/1893
	20.67
	20.67
	20.67

	12/31/1894
	20.67
	20.67
	20.67

	12/31/1895
	20.67
	20.67
	20.67

	12/31/1896
	20.67
	20.67
	20.67

	12/31/1897
	20.67
	20.67
	20.67

	12/31/1898
	20.67
	20.67
	20.67

	12/31/1899
	20.67
	20.67
	20.67

	12/31/1900
	20.67
	20.67
	20.67

	12/31/1901
	20.67
	20.67
	20.67

	12/31/1902
	20.67
	20.67
	20.67

	12/31/1903
	20.67
	20.67
	20.67

	12/31/1904
	20.67
	20.67
	20.67

	12/31/1905
	20.67
	20.67
	20.67

	12/31/1906
	20.67
	20.67
	20.67

	12/31/1907
	20.67
	20.67
	20.67

	12/31/1908
	20.67
	20.67
	20.67

	12/31/1909
	20.67
	20.67
	20.67

	12/31/1910
	20.67
	20.67
	20.67

	12/31/1911
	20.67
	20.67
	20.67

	12/31/1912
	20.67
	20.67
	20.67

	12/31/1913
	20.67
	20.67
	20.67

	12/31/1914
	20.67
	20.67
	20.67

	12/31/1915
	20.67
	20.67
	20.67

	12/31/1916
	20.67
	20.67
	20.67

	12/31/1917
	20.67
	20.67
	20.67

	12/31/1918
	20.67
	20.67
	20.67

	12/31/1919
	20.67
	20.67
	20.67

	12/31/1920
	20.67
	20.67
	20.67

	12/31/1921
	20.67
	20.67
	20.67

	12/31/1922
	20.67
	20.67
	20.67

	12/31/1923
	20.67
	20.67
	20.67

	12/31/1924
	20.67
	20.67
	20.67

	12/31/1925
	20.67
	20.67
	20.67

	12/31/1926
	20.67
	20.67
	20.67

	12/31/1927
	20.67
	20.67
	20.67

	12/31/1928
	20.67
	20.67
	20.67

	12/31/1929
	20.67
	20.67
	20.67

	12/31/1930
	20.67
	20.67
	20.67

	12/31/1931
	20.67
	20.67
	20.67

	12/31/1932
	20.67
	20.67
	20.67

	12/31/1933
	34.06
	20.67
	32.32

	12/31/1934
	35
	34.06
	35

	12/31/1935
	35
	35
	35

	12/31/1936
	35
	35
	35

	12/31/1937
	35
	35
	35

	12/31/1938
	35
	35
	35

	12/31/1939
	35
	35
	35

	12/31/1940
	34.75
	34.1
	34.5

	12/31/1941
	35.5
	34.25
	35.5

	12/31/1942
	36.25
	35
	35.5

	12/31/1943
	36.5
	35.5
	36.5

	12/31/1944
	36.75
	36
	36.25

	12/31/1945
	38.25
	36.25
	37.25

	12/31/1946
	39.5
	37.75
	38.25

	12/31/1947
	43.25
	37.5
	43

	12/31/1948
	43.25
	41.5
	42

	12/31/1949
	42.5
	40.5
	40.5

	12/31/1950
	41.5
	36.5
	40.25

	12/31/1951
	44
	40
	40

	12/31/1952
	40.75
	38.15
	38.7

	12/31/1953
	39.25
	35.25
	35.5

	12/31/1954
	35.5
	35.25
	35.25

	12/31/1955
	35.25
	35.15
	35.15

	12/31/1956
	35.2
	35.15
	35.2

	12/31/1957
	35.25
	35.15
	35.25

	12/31/1958
	35.25
	35.25
	35.25

	12/31/1959
	35.25
	35.25
	35.25

	12/31/1960
	36.5
	35.2
	36.5

	12/31/1961
	36.5
	35.15
	35.5

	12/31/1962
	35.5
	35.2
	35.35

	12/31/1963
	35.42
	35.25
	35.25

	12/31/1964
	35.35
	35.25
	35.35

	12/31/1965
	35.5
	35.25
	35.5

	12/31/1966
	35.5
	35.3
	35.4

	12/31/1967
	35.5
	35.27
	35.5

	12/31/1968
	43.5
	35.85
	43.5

	12/31/1969
	43.5
	35.2
	35.4

	12/31/1970
	39.9
	34.9
	37.6

	12/31/1971
	44.2
	37.7
	43.8

	12/31/1972
	70.3
	44.3
	65.2

	12/31/1973
	126.3
	64.2
	114.5

	12/31/1974
	195.5
	116.8
	195.2

	12/31/1975
	199.1
	138.5
	150.8

	12/31/1976
	151
	109.5
	145.1

	12/31/1977
	180.7
	136.5
	179.2

	12/31/1978
	264.2
	178.9
	244.9

	12/31/1979
	578.7
	233.8
	578.7

	12/31/1980
	850.0
	495.2
	641.2

	12/31/1981
	647.1
	415.5
	430.8

	12/31/1982
	522.8
	318.7
	484.5

	12/31/1983
	545.6
	398.5
	415

	12/31/1984
	435.7
	328.7
	331.3

	12/31/1985
	364.1
	301.6
	354.2

	12/31/1986
	471.8
	351.8
	435.2

	12/31/1987
	531.7
	419.4
	522.9

	12/31/1988
	522.2
	421.9
	441

	12/31/1989
	448.5
	383
	433.4

	12/31/1990
	451.8
	370.9
	423.8

	12/31/1991
	432.7
	369.1
	379.9

	12/31/1992
	384.6
	353.1
	356.3

	12/31/1993
	435.3
	349.7
	419.2

	12/31/1994
	425.8
	396.4
	409.8

	12/31/1995
	422.9
	385.2
	385.6

	12/31/1996
	401.3
	367.8
	367.8

	12/31/1997
	365.2
	282.5
	288.8

	12/31/1998
	313.8
	274.1
	288

	12/31/1999
	326
	252.3
	287.5

	12/31/2000
	316.45
	264
	272.15

	12/31/2001
	294.8
	255.3
	278.7

	12/31/2002
	349.25
	278.2
	346.7

	12/31/2003
	416.00
	322.75
	414.8

	12/31/2004
	455.75
	373.50
	438.10

	12/31/2005
	540.90
	410.40
	517.20

	12/29/2006
	730.00
	516.75
	636.30

	12/31/2007
	845.40
	601.70
	833.20

	01/14/2008
	914.00
	833.30
	904.80


Source: Global Financial Data
17.4 Veneroso on When Gold Price Suppression Must End

The following was posted by Bill Murphy on November 6, 2009.

More RETRO on one of the great calls of all-time. My friend Frank Veneroso was one of the presenters at our GATA African Gold Summit in Durban, South Africa on May 10, 2001. The gold price at the time was $256 per ounce. His topic and background…

Facts, Evidence and Logical Inference

A Presentation On Gold Supply/Demand, Gold Derivatives and Gold Loans

By

Frank A. J. Veneroso

INTRODUCTION Currently head of Veneroso Associates, formerly partner of the hedge fund Omega Advisors where he was responsible for global investment policy formulation. Through his own firm, Mr. Veneroso has been an investment and economic adviser in investment strategy to institutions and governments around the world in the areas of money and banking, financial instability and crisis, privatization, and development and globalization of securities markets. His clients have included the World Bank, the International Finance Corporation, The Organization of American States.

He has advised the Governments of Bahrain, Brazil, Chile, Ecuador, Korea, Mexico, Peru, Portugal, Thailand, Venezuela and the United Arab Emeritus.

Frank is a graduate from Harvard and has authored many articles on the subjects of international finance.

***

Frank sums up his findings way back when re the central banks this way…

"First, we take our conservative numbers--- our lower rather than our higher estimates of gold lending. Here we project how long this process can go on if we assume no growth in demand and no decline in supply and conclude it will take a decade to empty the vaults. In this alternative projection we have assumed some growth in demand and some decline in supply. It will take about 7 years to empty the vaults…

"So whatever is happening in the gold market--- whatever is keeping the gold price down---if our numbers are correct, it can't go on that much longer, because we know not every central bank will lend or sell all it's gold. In fact, if our analysis is correct, the official sector knows what is coming. If the official sector is rational, it knows what will happen to the gold price when this large flow that is depressing the price abates and ultimately ends---the price will go up by a lot. Therefore, some rational central banks will not sell and lend down to the last ounce. Instead they will start to buy. So regardless of what has been happening in the gold market, if our data is correct, then, within a couple of years, whatever the official sector is doing, it will terminate and the gold price will rise."

And Voila … we are smack dab in the middle of Frank’s 7 to 10 year time projection when The Gold Cartel would hit the wall AND THAT IS JUST WHAT IS HAPPENING!!!

I urge all Café members to review or read this presentation to really get a handle on the gold market of today … what you won’t get anywhere else. This piece of work, along with those of Reg Howe and James Turk, are the main reasons GATA has been right for so long, while the mainstream gold world has been flapping around in cluelessville. Frank’s brilliant effort can be found here:

http://www.lemetropolecafe.com/pfv.cfm?pfvID=1525 
Non-members can find the “brilliant effort” via an internet search using the title, or here.
17.5 Storing Your Bullion -  per Mark O'Byrne

To Store Bullion Internationally, safety deposit boxes in banks and specialist depositories can be used.  Allocated accounts in specialist depositories are optimal. 

A safe deposit box or safety deposit box is a type of safe usually located in groups inside a bank vault, in a secure room of a bank or post office or in a specialist depository. It usually holds important and valuable possessions such as important documents (wills or property deeds), currency and or precious metals that a person might be reluctant to leave at home due to fear of theft, fire, flood, tampering or other reasons. In the typical arrangement, a renter pays the bank a fee for the use of the box, which can be opened only with production of the assigned key, the bank's master key, the proper signature, or perhaps a code of some sort. Additionally, some banks are using biometric security to complement the already increased security procedures.

A depository is a place where valuable objects are kept or deposited for safekeeping or storage, e.g. a high security warehouse or vault for important documents, precious works of art, valuables, heirlooms, cash and bullion. Depositories also come in the form of the night depository of a bank or a bank chosen for the depositing of government funds but they more commonly refer to specialist facilities where very valuable items can be deposited for storage or safekeeping.

There are many specialist depositories in the US, EU and Switzerland which facilitate investors in this regard (many of which are listed below).

Where and in Which Country to Store Bullion Internationally?

Before looking at where to store bullion internationally there may be some who would rather have their bullion closer to home. This may suit those with smaller amounts of gold bullion or for those ‘who hope for the best but are prepared for the worst’ and want to be prepared for a meltdown scenario of a currency collapse and hyperinflation and want to own real money, gold and silver, that will retain or increase in value. It is important to have at least some bullion in one’s possession. They could consider a small local branch of a state, national or international bank providing the bank is highly solvent and or has a high credit rating from one of the international ratings agencies (which is not too many!). Knowing and trusting the local bank manager is also very advantageous. Some fear that in the event of a systemic crisis then deposit boxes in banks and financial institutions could be sealed and the bullion confiscated as was done under the Gold Confiscation Act of 1933 at the height of the Great Depression. It seems likely that in the event of such a crisis many bullion dealers pool accounts and depositories in the US might have their gold confiscated and might have their assets nationalized.

Safety Deposit Boxes in Banks

In the US, as of June 2006, Wells Fargo Bank, N.A. is the only bank in the United States to receive the highest possible credit rating, Aaa, from Moody’s Investors Service. Wells Fargo has 6,165 retail branches, over 23 million customers, and 167,000 employees.

In the UK, the ‘Big 4’ UK banks, Lloyds TSB, Barclays, HSBC and Nat West all offer safety deposit boxes to their clientele. As of September 2006 Lloyds TSB Bank plc was the only AAA rated bank. It is one of only two pure private sector banks in the world with the Moody’s Aaa rating.

In the EU, Rabobank is one of the few banks in Europe that the world's leading rating agencies have awarded the AAA rating - the highest possible rating available. Indeed, Rabobank Group is the only privately owned bank in the world with the highest possible credit rating from both Standard & Poor’s (AAA) and Moody’s Investors Service (Aaa); it is also ranked in the world’s top three safest bank by Global Finance magazine.

It has offices internationally but in the US it only has local offices in California where clients can “store important documents and valuables in the security of Rabobank's vault storage boxes.”   

In Switzerland, Rabobank took over Bank Sarasin, which was founded in 1841 and one of Switzerland’s leading private banking institutions and largest private banks. Sarasin’s clients can use their safety deposit boxes.

There are many other secure Swiss banks who as a matter of course provide safety deposit box facilities to their clientele.

Safety Deposit Boxes and Depositories

In the US, many of our clientele have used the Delaware Depository (http://www.delawaredepository.com/ ) and some are beginning to use First State Depository Company (http://www.firststatedepository.com/ ).

Some of the safety deposit boxes and specialist depositories used by our clientele in the EU include:

England

Metro Safe, London Branches, England

http://www.metrosafe.co.uk/index.php 

Bank House, Middlesex, England

http://www.bankhouse.com/ 

Austria

Das Safe, Vienna, Austria

http://www.dassafe.com/ 

France

Safety deposit boxes in Société Générale, one of which is Bvd Haussmann, Paris, France

Société Générale has credit ratings of AA (Standard & Poor's) and Aa2 (Moody's).

Switzerland

Zürcher Freilager, Zürich, Switzerland

http://www.zf-company.com 

Safes Fidelity, Geneva, Switzerland

Tel.: +(41) 22-731-7890

VIA MAT International

http://www.viamat.com 

Switzerland

Switzerland obviously remains the favourite for storing bullion internationally due to its tradition of non intrusive, non authoritarian, stable government, its combined benefits of privacy, strength and safety and its safe haven attributes. Say "Switzerland" and people throughout the world think “quality”, “security”, “safety” and "wealth." There are good reasons for this.

Robert E. Bauman wrote an excellent article for the Sovereign Society entitled ‘A Visit to Switzerland: The World's Most Trusted Asset Haven’, explaining why Switzerland remains the ultimate safe haven country. “For 300 years, as European empires rose and fell, Switzerland's mountainous topography, its official neutrality and its determination to defend its sovereignty have made it an island of stability. After 50 years of saying "no," the Swiss recently joined the United Nations, but they repeatedly have rejected European Union membership, rightly fearing EU interference with Swiss privacy and banking laws and even more importantly an end to their important military and political neutrality.

A few years ago, a national ballot soundly rejected a proposal to ease Swiss bank confidentiality laws. Current public opinion polls are much the same. A global survey of private banks found that the major attraction for a bank's potential customers is Switzerland’s reputation. Certainly, Switzerland's solid financial reputation explains why this nation serves as "banker to the world." In times of crisis, even greater flows of foreign cash enter Swiss banks, confirming the belief that Switzerland is one of the best places to safeguard cash and assets. Currently Swiss banks are estimated to manage at least one-third of the world's private offshore wealth.”

Of all the bullion storage options in Switzerland - and we have researched them all - we believe that the allocated accounts offered by VIA MAT International in the tax free zone of Zurich Airport are the most attractive in terms of cost and security.

VIA MAT INTERNATIONAL is part of Mat Securitas Express AG, of Switzerland, one of Europe's largest and oldest armoured transport and storage companies. VIA MAT INTERNATIONAL specialises in the international valuables logistics and storage business and offers a wide range of valuables services. For 60 years they have transported, stored, insured and processed valuables with great efficiency and diligence.

At their Zurich Airport facility which is in a tax free zone they offer the following services

   ·   Domicile-to-domicile solutions to all important financial centers

   ·   Storage for valuable goods in customs-free warehouse

   ·   Customs clearance of shippings including neutralising, dividing and repacking

   ·   Monitoring of transit mailings

 Advantages of VIA MAT Zurich

   ·   Excellent IT solutions with automatic data transfers to the airlines as well as to the customs authority

   ·   A large fleet of armoured vehicles in Switzerland, GPS-monitored for pick ups and deliveries

   ·   Flexibility - fast reaction times

   ·   International experience and expertise

   ·   Market leader in Switzerland and internationally

   ·   Storage in secure depository in tax free zone in the safe haven country which is Switzerland  

Don't delay in deciding the optimal offshore storage solution for your bullion and where to store it.

Decide on an offshore storage plan and location and order your gold and silver bullion as soon as you have done your due diligence.

Gold Investments will provide further information or contact details on any of the options listed above to interested parties. Questions and comments are welcome to mark.obyrne@gold.ie. Gold Investments do not endorse any of the offshore bullion storage options listed (except for the PMCP and VIA MAT) and investors should do their own due diligence on all providers. 

Mark O'Byrne is the Managing Director of Gold and Silver Investments Limited, Ireland's Asset Diversification and Wealth Preservation Specialist (www.gold.ie). He is regularly quoted and writes in the financial media and was awarded Ireland’s prestigious Money Mate and Investor Magazine Financial Analyst of 2006.

17.6 Royal Mint of Canada versus Royal Canadian Mint

 There are two similar names for apparently-one entity.  See Wikipedia article.

The Royal Mint of Canada was founded in Ottawa Jan 2, 1908.   A Manitoba law in effect since June 11, 2009 used this name in reference to legal tender.
The Royal Canadian Mint/Monnaie Royale Canadienne website is here. Wikipedia article here.  “The Mint is a for-profit Crown Corporation
 with a mandate to produce circulation and non-circulation coins (for Canada and other countries), manage the domestic coinage system, and provide advice to the Minister of Finance on all matters related to coinage. It also extends to the production and marketing of bullion and related refinery products and services for profit. Legislation which establishes the Mint is clear that the corporation is to conduct its businesses "in anticipation of profit". That fundamental object has shaped the history of the Mint.”  

From here we have: The Royal Canadian Mint Prestige Account (RCMPA) program is an easy, convenient and safe way to hold unallocated precious metals within the Royal Canadian Mint's high security facility in Ottawa, Canada. The RCMPA
 program allows customers to buy high purity precious metals from authorized RCMPA Dealers who have unallocated precious metal pool accounts at the Mint. “When a customer purchases precious metals through the authorized RCMPA dealer, the Mint will receive notification of the transaction, and will then transfer the unallocated credits from the dealer's account at the Mint to the customer's account at the Mint….”
17.7 Gata - Recommended Gold & Bullion Dealers

Coin and precious metals dealers who have supported GATA

and been recommended by our supporters:

Amsterdamgold.com

Herengracht 574

1017 CJ Amsterdam, The Netherlands

+31 (0) 20 521 9424

Fax: +31 (0) 20 521 9333

sales@amsterdamgold.com

http://www.amsterdamgold.eu/

Anglo Far-East Bullion Co.

Level 23, Monticello, Anastasio Ruiz N

Panama City, Panama

Contact: Alex Stanczyk

+1-206-905-9961

newclients@anglofareast.com

http://www.anglofareast.com

Blanchard & Co. Inc.

909 Poydras St., Suite 1900

New Orleans, Louisiana 70112

888-413-4653

http://www.blanchardonline.com

Bullion Custodial Services Inc.

280-60 Renfrew Drive

Markham, Ontario L3R 0E1, Canada

Rob Kirby, Sales Agent

rkirby@kirbyanalytics.com

416-233-5784

http://www.KirbyAnalytics.com

BullionWorks

5 Sager Drive

Rogers, Arkansas 72756

Contact: Ron Maines, Principal

479-790-1713

ron@bullionworks.com

http://www.bullionworks.com

Centennial Precious Metals

Box 460009

Denver, Colorado 80246-0009

1-800-869-5115

Michael Kosares, Proprietor

cpm@usagold.com

http://www.USAGOLD.com

Colorado Gold

222 South 5th St.

Montrose, Colorado 81401

Don Stott, Proprietor

1-888-786-8822

Gold@gwe.net

http://www.ColoradoGold.com

El Dorado Discount Gold

13014 N. Dale Mabry Highway

Suite 133

Tampa, Florida 33618

623-643-8785

Contact: Steve Forehand

steve@eldoradogold.net

http://www.eldoradogold.net

Gold & Silver Inc.

429 Santa Monica Blvd.

Santa Monica, California 90401

888-319-816-6

310-566-0730

info@goldsilver.com

http://GoldSilver.com

http://OroPlata.com

Goldcore

63 Fitzwilliam Square

Dublin 2, Ireland

+353 (0)1-632-5010

... and ...

No. 1 Cornhill

London EC3V 3ND, England

+44 (0)203-086-9200

Mark.OByrne@goldcore.com

http://www.goldcore.com

GoldDrivers.com Inc.

Emancipatie Boulevard 29

Willemstad, Curacao

Netherlands Antilles

Contact: Eric Hommelberg

+599-9-7341178

ehommelberg@golddrivers.com

http://www.golddrivers.com

GoldMoney

Net Transactions Ltd.

1st Floor

32 Commercial St.

St Helier, Jersey JE2 3RU

British Channel Islands (UK)

Tel: +44-1534-633-933

http://GoldMoney.com

Investment Rarities Inc.

7850 Metro Parkway

Minneapolis, Minnesota 55425

Greg Westgaard, Sales Manager

1-800-328-1860, Ext. 8889

gwestgaard@investmentrarities.com

http://www.gloomdoom.com

Jaxville Gold and Silver Trading Co.

4901-48 St.

Parkland Square, Lower Mall

Red Deer, Alberta, Canada

Jack Fortin, Owner and Operator

403-346-5266

auric@telus.net

http://www.jaxville.com

JH Mint

13241 Grass Valley Ave.

Grass Valley, California 95945

530-273-8175

silver_support@vzw.blackberry.net

http://www.jhmint.com

Kitco

178 West Service Road

Champlain, N.Y. 12919

Toll Free:1-877-775-4826

Fax: 518-298-3457

...and

620 Cathcart, Suite 900

Montreal, Quebec H3B 1M1

Canada

Toll-free:1-800-363-7053

Fax: 514-875-6484

http://www.kitco.com

Liberty Coin Service

Bank of America Building

Frandor Shopping Center

300 Frandor Ave.

Lansing, Michigan 48912

Patrick A. Heller, Owner

path@libertycoinservice.com

Contact: Allan Beegle or Tom Coulson

allanb@libertycoinservice.com

800-933-4720 or 517-351-4720

http://www.libertycoinservice.com

MRCS Canada

12303-118 Ave. NW

Edmonton, Alberta T5L 2K2

Canada

Michael Riedel, Proprietor

1-877-TRY-MRCS

1-877-879-6727

mrcscanada@shaw.ca

http://www.mrcscanada.com

Miles Franklin Ltd.

801 Twelve Oaks Center Drive

Suite 834

Wayzata, MN 55391

1-800-822-8080

Contacts: David Schectman,

Andy Schectman, and Bob Sichel

http://www.milesfranklin.com

Missouri Coin Co.

11742 Manchester Road

St. Louis, MO 63131-4614

info@mocoin.com

314-965-9797

1-800-280-9797

http://www.mocoin.com

Northwest Territorial Mint

2505 S. 320th St.

Federal Way, Washington 98003

1-800-344-6468

bullioninfo@NWTMint.com

http://bullion.NWTMint.com

Precious Metals International Ltd.

Anderson Square Building, 3rd Floor

George Town, Grand Cayman

P.O. Box 866

Cayman Islands, British West Indies

Proprietor: Richard S. Love

http://www.PMILimited.com

PMI@PMILimited.com

Toll-free: 866-764-2878

Local: 242-394-5527

Resource Consultants Inc.

6139 South Rural Road

Suite 103

Tempe, Arizona 85283-2929

Pat Gorman, Proprietor

1-800-494-4149, 480-820-5877

Metalguys@aol.com

http://www.buysilvernow.com

Royal Crown Precious Metals Ltd.

Suite 1500, HSBC Building

885 West Georgia St.

Vancouver, British Columbia V6C 3E8

Canada

Andreas Runge, President

Toll-free: 866-769-2521

604-639-2150

Info@royalcrownmetals.com

http://www.RoyalCrownMetals.com

Scottsdale Silver & Gold

20701 North Scottsdale Road

Suite 107-266

Scottsdale, Arizona 85255

1-888-SIL-BARZ or 1-888-745-2279

sales@scottsdalesilver.com

http://www.ScottsdaleSilver.com

Seekbullion Gold and Silver Auctions

8420 S. Continental Divide Road

Suite 221

Littleton, Colorado 80127

Peter Spina, Owner

PeterSpina@goldseek.com

http://www.seekbullion.com

Silver Gold Bull

4819 45 Street

P.O. Box 2621

Rocky Mountain House, Alberta T4T-1L6

Canada

Contact: Mihali Belandis

416-628-3544

Sales@SilverGoldBull.com

http://www.SilverGoldBull.com

Silver Trading Co.

445 Montgomery St.

PO Box 876

Shreveport, Louisiana 71107

Larry LaBorde, Proprietor

318-470-7291

LLaBord@silvertrading.net

http://www.silvertrading.net

SprottMoney Ltd.

Royal Bank South Tower

200 Bay St.

Suite 2750, P.O. Box 90

Toronto, Ontario M5J 2J2

Canada

416-861-0775

or toll-free 888-861-0775

sales@sprottmoney.com

http://www.sprottmoney.com

Swiss America Trading Corp.

15018 North Tatum Blvd.

Phoenix, Arizona 85032

Dr. Fred I. Goldstein, Senior Broker

1-800-BUY-COIN

FiGoldstein@swissamerica.com

http://www.swissamerica.com

The Moneychanger

Box 178

Westpoint, Tennessee 38486

Franklin Sanders

1-888-218-9226, 931-766-6066

http://www.the-moneychanger.com

Treasure Island Coins Inc.

1002 43rd St. SW

Fargo, North Dakota 58103

701-282-4747

http://www.treasureislandcoins.com

True Metals Group

728 West Ave., Suite 1100

Cocoa, Florida 32927

Daniel and Karina Ward, Owners

866-303-0781

Sales@silver50.com

http://www.silver50.com

Worldwide Precious Metals (Canada) Ltd.

Suite 1488, 777 Hornby St.

Vancouver, British Columbia V6Z 1S4

Canada

President: John P. Downes

Toll-free: 1-866-623-2002

Local 778-945-2002

info@wwpmc.com

http://www.wwpmc.com 

17.8 Gata - Recommended Sites

Internet sites for daily monitoring of gold and precious metals news and analysis recommended by GATA as of 2011 Sept. 1.

Contact GATA

info@gata.org

Gold Anti-Trust Action Committee

7 Villa Louisa Road

Manchester, Connecticut

06043-7541 USA

www.gata.org 

Free sites:

http://www.24hgold.com

http://www.jsmineset.com

http://www.marketwatch.com

http://www.mineweb.com/

http://www.gold-eagle.com/

http://www.kitco.com/

http://www.usagold.com/dailyquotes.html

http://www.GoldSeek.com/

http://www.GoldReview.com/

http://www.capitalupdates.com/

http://www.DailyReckoning.com

http://www.silver-investor.com

http://www.thebulliondesk.com/

http://www.sharelynx.com/

http://www.financialsense.com

http://www.fgmr.com

http://www.goldensextant.com

http://goldismoney2.com/forum.php/index.html

http://www.howestreet.com

http://www.minersmanual.com/minernews.html

http://www.miningstocks.com

http://www.mineralstox.com

http://www.321gold.com

http://www.SilverSeek.com

http://www.investmentrarities.com

http://www.kereport.com (Korelin Business Report -- audio)

http://www.plata.com.mx/Mplata/default.asp (in Spanish)

http://www.plata.com.mx/mplata/articulos/articles.asp (in English)

http://www.resourceinvestor.com

http://www.miningmx.com

http://www.prudentbear.com

http://www.dollarcollapse.com

http://000999.forumactif.com/

http://www.goldpennystocks.com/

http://www.oroyfinanzas.com/ (in Spanish)

http://www.goldcore.com/

http://coininfo.com/

http://www.goldmau.com/

http://www.milesfranklin.com

http://www.silverminers.com

http://www.gold-speculator.com

http://bullion.NWTMint.com

http://www.PreciousMetalsMonthly.com

http://www.SilverStockReport.com

http://www.longwavegroup.com/

http://theaureport.com/

http://www.thegoldeconomy.com/

http://www.goldprice.org/

http://traderdannorcini.blogspot.com/

http://www.thegoldstandardnow.org/

http://www.runtogold.com/

http://www.goldandsilverblog.com 

Subscription sites:

http://www.lemetropolecafe.com/

http://www.marketforceanalysis.com/

http://www.hsletter.com

http://www.investmentindicators.com/

http://www.caseyresearch.com/

http://www.deepcaster.com/

http://www.vrtrader.net/

Eagle Ranch discussion site:

http://os2eagle.net/SSL/phpentry.php

Ted Butler silver commentary archive:

http://www.investmentrarities.com/
17.9 The 5 'Correlation' Regimes of Gold and Treasury Yields
From zerohedge.

The 5 'Correlation' Regimes of Gold and Treasury Yields...



Regime 1 - 1971-to-1980 - highly correlated with rising Treasury yields and rising Gold prices




Regime 2 - 1980-to-1986 - completely anti-correlated: very dynamic, as rates rose so Gold fell and as rates fell so Gold rose




Regime 3 - 1986-to-2002 - highly correlated with falling Treasury yields and falling gold prices




Regime 4 - 2002-to-2006 - highly correlated with rising Treasury yields and rising Gold prices




Regime 5 - 2006-to-Present - completely anti-correlated with falling Treasury yields (to record lows) and rising Gold prices (to record highs)...




 

Charts: Bloomberg
� � HYPERLINK "http://www.safehaven.com/showarticle.cfm?id=3276" �http://www.safehaven.com/showarticle.cfm?id=3276�        � HYPERLINK "http://www.safehaven.com/showarticle.cfm?id=3282" �http://www.safehaven.com/showarticle.cfm?id=3282�     � HYPERLINK "http://www.safehaven.com/showarticle.cfm?id=3283" �http://www.safehaven.com/showarticle.cfm?id=3283�


� PDF by NESARA � HYPERLINK "http://nesara.org/files/coinage_act_1792.pdf" ��here�.  The 1792 Act � HYPERLINK "http://nesara.org/articles/coinage_act_of_1792.htm" \l "section19" �included a clause� addressing punishment for debasing the market exchange value of any coin. Death.


� See section 13.1, below.


� Everyone would agree that Fekete is saying “has been in contango”. Not everyone would agree that this means “has been positive”  � HYPERLINK "http://chasegalleryconnect.org/FNC_C/Data/Personal%20Finance,%20Investing,%20Estates,%20Retirement/MacroEconomics/Money/Antal%20Fekete%20-%20writings/BASIS_and_the_negative_thereof.html" ��More�.


� “The gold futures market in Winnipeg was a robust carrying-charge market. Its wide basis reflected the popularity of gold futures with gold investors. Buy orders came in a steady stream from all corners of the world. In the absence of gold futures this demand would have shown up as demand for cash gold [spot gold, i.e., bullion], the greatest threat to the value of the U.S. dollar. The U.S. Treasury was satisfied that paper gold would do nicely, thank you very much, and gold futures trading in the U.S. was duly allowed to commence  …..”


� See section, below.


� See section 13.2, below.


� According to Dmitri Speck.  See section on abcdefg.


� See section 13.3, below.


� See section 13.2, below.


� Fabrication demand tends to fade in volatile gold price markets and then returns when price levels stabilize at either lower or higher levels.


� Way down in North America, but up in Middle East.


� In 1980, gold mining supplies stood at 1,300 tonnes per annum. It now appears to have stabilized in the 2,300 to 2,600-tonne area.


� http://ngm.nationalgeographic.com/print/2009/01/gold/larmer-text.


� 13,000 gold bars weighing 116.64 grams each.


� As soon as the ransom demands were met, Atahualpa was strangled to death in public.


� 11270163*3.110*10^-5 = 350.5


� Over 30% of this occurred in the period between 1996 and 2000, with the proceeds being invested mainly in U.S. dollar denominated securities.


� “India is the world largest gold importer and consumer. India’s domestic output is less than 1mt/year.  Demand is met through imports of about 750mt/year, and the recycling of old gold. Gold has been losing its sheen over the years in India, which conservatively holds 12,000 mt of gold, most of it in the form of jewelry among 1-bil Indians (Platts).”

















The � HYPERLINK "http://en.wikipedia.org/wiki/Witwatersrand" ��Witwatersrand �is the source of 40% of al the gold ever mined.


� See pages 19-24 of the excellent � HYPERLINK "http://www.gata.org/files/ThunderRoadReport-10-15-2009.pdf" ��Thunder Road Report by Paul Mylchreest� for the entertaining story of the Yamashita gold.


� As a .. point of fact, the above ground stockpile of silver- around 22 to 25 billion ounces and mostly jewelry and silverware at this point- has not changed much over the last half century. (Mind you, at the moment less than 1 billion are silver coins or bullion.) However, the above ground stockpile of gold has grown substantially from under 1 billion to nearly 7 billion ounces over the same time frame.


� (130,000 metric tons * 1,000,000 grams/ton ) / (6,790,062,216 persons) = 19.1 grams/person


� E.g., Rio Tinto mines aluminum, copper, diamonds, coal, uranium, gold, borax, titanium dioxide, salt, talc, zircon, and iron ore.


� Investors are advised to conduct their own due diligence before entering into arrangements for the storage of their precious metals by third parties.


� E.g., Johnson-Matthey, Engelhard,…  For silver, here  is an example list of manufacturers.


� Revenue Canada applies a goods and services tax to any bullion item that has a purity of less 99.5%. That means that eagles, krugerrands, sovereigns, britanias....etc are all taxable. Maple leafs are 9999 purity. Here in Alberta that amounts to 6% premium and far more in other provinces that have a provincial sales tax as well.


� Also available in  1/2, 1/4, 1/10, and 1/20 troy ounce sizes.


� Also 100 gram =~ 3.21 oz.


� But refer to � HYPERLINK "http://www.goldbarsworldwide.com/PDF/" ��their website�, since versions there may have been updated.


� Produits Artistiques Métaux Précieux, a Swiss refiner


� See  "Roosevelt Confiscation of Gold" section in this document.


� It is Interactive Brokers CEF.A.  I hold about $20,000 in my IB IRA.


� One hopes their computer security is worse than their physical security!


� For less than 10,000 goldgrams, you pay 2.5% over spot to convert a USD bank wire into goldgrams, for example.  For a million or more goldgrams, this is reduced to 1%.  You pay 2% to convert your small London goldgram holding to Zurich goldgrams.  (While these charges are substantial, this is a case where "you get what you pay for”.)   You sell your gold and silver to GoldMoney at the market bid price, which is the best possible price anyone can receive. There is no fee to sell.


� IRS: “Collectibles include works of art, rugs, antiques, metals (such as gold, silver, and platinum bullion), gems, stamps, coins, alcoholic beverages, and certain other tangible property.”  See Form 4684 and "2005 Instructions for Schedule D" line 18 including the Worksheet for a "28% Rate Gain"


� As of March 2010, real soon now.  


� This must be where the “6 categories” talk originates.


� “To the extent hedges go out into the future more than one year, or they exceed the quantity of one year's production, they are naked forward sales ….” � HYPERLINK "http://chasegalleryconnect.org/FNC_C/Data/Personal%20Finance,%20Investing,%20Estates,%20Retirement/MacroEconomics/Money/Antal%20Fekete%20-%20writings/20070910%20A%20Primer%20on%20True%20Hedging,%20Part%20Two.html" ��Reference�.


� their resource is very deep, thus bringing concerns about the cost of extraction. Yet what is less known is that about 62 million Oz are under the 2500 meter level (within reach of one shaft) and the rest below, down to 5000 meters (multiple shafts) or more, where exploration stopped. .........


� It contains Barrick


� Gold Mines Index, Gold Mines Index futures, Gold, Gold Lending Rates, Gold Leasing Rates, Gold Fix, Gold COMEX.


� The label "lease rate" is  misleading. It might better be termed "carry rate" or simply "Libor - GOFO".


� According to Cliff Küle, these ‘contributors’ are the central banks!!!  “Bullion banks include Barclays, Goldman Sachs, JP Morgan, Bank of America, UBS, and Citibank.”  “The central banks loan gold bullion to the bullion banks typically at a rate called the GOFO (Gold Forward Offered) rate.”


� At 10.30 am London time, the Reuters page is cleared of all rates. Contributors then enter their rates for all time periods. A minimum of six contributors must enter rates in order for the means to be calculated. At 11.00 am, the mean is established for each maturity by discarding the highest and lowest quotations in each period and averaging the remaining rates.


� Probably USD LIBORs, but it shouldn’t make much difference.


� Note that this Kitco chart appends Futures Market hours across the bottom of spot market data.  Presumably this is done since futures price swings have a very large influence on spot prices.


� Elsewhere, it’s claimed that the bulk of trading in this market is via EBS.  It’s � HYPERLINK "http://en.wikipedia.org/wiki/Electronic_Broking_Services" ��asserted �that 700,000 oz in gold and 7 million oz in silver is traded every day over the EBS Spot Dealing System.





� See Gold Timeline section, above.


� David Morgan (see below) says Newton set it to 15.5 to 1.


� Seasonal prices for copper, silver, platinum, and palladium are at the same site.


� Too bad it wasn’t the reciprocal!


� Reciprocal, unfortunately.


� from 12 to 20 or by 8/12.


� from 1/12 to 1/20 or 0.083 to 0.05 or by 0.33/0.83.


� See Appendix 17.4: Veneroso on When Gold Price Suppression Must End


� Incidentally, that testimony was mainly about something else, for which it is far more important today. For with that testimony Greenspan persuaded Congress not to regulate the sort of financial derivatives that lately have devastated the world financial system. – C. Powell


� Great Britain did not sign the second Washington Agreement and is not bound by its disclosure rules. That means they can act as AGENT for another seller, as well as dispose of their own gold


� Jim Sinclair calls this the COT: I am trying to find a reference.  For example, on  March 23, 2007 he said “Gold is off today because COT’s clients, the Exchange Stabilization Fund, threw a block at $665 early this AM ….”


� This term refers to the majority financiers and media who deprecate gold bugs as simply conspiracy theorists seeing a Gold Cartel conspiracy when there’s little or no reason to do so.


� The Cartel of Common interest [The (Gold) Cartel of Common interest is apparently a term that Jim Sinclair used in the 200-2003 timeframe.] is comprised largely of Seligman firms. Yes, my ancestors founded them all except Merrill.


� an extremely brilliant (explicitly revealed to possess an I.Q. of 200+), cultured psychiatrist and serial killer, who practices cannibalism upon his victims.


� � HYPERLINK "http://www.archives.gov/federal-register/codification/executive-orders-01.html" ��Codification of Presidential Proclamations and Executive Orders� 


� That is, at 23.22 grains of gold, since 23.22  is 25.8 * 0.9.


� That is, at 13.71 grains of gold, since 13.71 is 15 5/21 * 0.9.


� 0.9 fine?


� “to” might be better than by, since you were left with only 59.06% of 23.22 grains  =  13.71 grains. 


� since (35-20.67)/20.67    = 69.3%


� 40 King Street West in Toronto.


� "Silver usually disperses itself nearer the surface and a lot of that easy-to-get-to silver has already been mined out of the earth's surface."


� This material overlaps with � HYPERLINK "http://chasegalleryconnect.org/FNC_C/Data/Personal%20Finance,%20Investing,%20Estates,%20Retirement/Tools&Techniques/Personae/Jim%20Sinclair/Jim_Sinclair%27s_Best.doc" ��Jim Sinclair’s Best�.  Unfortunately, you will have to read both to get everything he’s offered on the subject.


� See separate section mentioning the Royal Canadian Mint Prestige Account (RCMPA) program.


� Found on the internet: “Canada's crown corporations and/or heavily government subsidized corporations are a global laughing stock. The sooner they all go on the chopping block the better - we could sure use the billions we waste on these management-heavy under-performing obsolete companies back in our pockets where it belongs, …..  Kudos to the Conservatives if they have the balls to finally pull the heads of these A-hole companies out of their public feeding trough.”


� Not to be coufused with Royal Canadian Mint RCMP (� HYPERLINK "http://en.wikipedia.org/wiki/List_of_Royal_Canadian_Mint_RCMP_coins" ��Royal Canadian Mint Royal Canadian Mounted Police�) coins.





�PAGE \# "'Page: '#'�'"  ��“just 40% of the weight they held in 1945 and only 11.9% of today’s aboveground gold stock”


�129000*32150.75 = 4.14744675E9 Troy oz. – about 4 billion ounces.
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