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• Preparations for a mass 
greenback sell-off

• Federal Reserve reports 
US banking system is 
now insolvent 

• Big news in energy: 
Canadian oil sands “no 
longer viable” for many 
energy companies!

Most of our current financial problems can 
be traced to a plunge in the dollar’s value. 
If our government and Fed hadn’t been 

debauching our currency, oil’s price wouldn’t have 
breached $100… the housing bubble wouldn’t have 
happened… the prices of food and other raw mate-
rials wouldn’t be soaring as they are… and so on.

Now imagine what would happen if the dollar 
were to fall further, by the same amount it’s deval-
ued over the last three to four years… but that fall 
was compressed into just a few weeks. How ugly 
would things get?

This prospect is too horrible to consider. But 
that doesn’t mean it can’t happen. In fact, if cer-
tain geopolitical trends continue, we might see this 
scenario start to play itself out very soon.

The Financial Times is reporting that some of 
the world’s largest sovereign wealth funds have 
started to slash their dollar reserves. Their dollar-
denominated portfolios have taken a beating over 
the last few years, as the greenback as fallen. Plus, 
they see accelerating crises in US banking and real 
estate, and a new bear market in US stocks. So 
they want to get out of the dollar now before they 
lose even more.

As an example, the article mentioned a “big 
Gulf fund” which had over 80 percent of its wealth 
in dollar-denominated holdings just one year ago. 

“Sovereign Wealth Funds Begin 
to Dump Dollars… And China  
Prepares To Do It Too!”

“The worst possible thing that could 
happen to the dollar is a mass sell-off by 
foreign dollar owners. We could see our 
currency plunge by 20, 30, even 40 
percent in just a couple of weeks.

“This potential disaster is looking 
more and more likely. Sovereign wealth 
funds are now slashing their dollar 
reserves, and the biggest dollar owner 
of all—China—is preparing to do the 
same!”

James DiGeorgia, Editor
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Today, it’s under 60 percent. Other funds are 
dumping dollars as well.

As bad as that is, it’s not the scariest part of the 
news. The scary part is that foreign governments 
are starting to do the same. For example, Kuwait 
has severed its currency’s ties to the dollar.

Worst of all, the article also reported that China 

has been quietly talking to European private equity 
firms, in preparation to move out of the dollar and 
into euro-denominated assets instead.

Remember, China has about $1.6 trillion in US 
dollar instruments. Selling just ten percent of their 
reserves would result in $160 billion flooding into 
the forex markets. The dollar would crash instantly 
(and gold would explode upward).

Government officials and media analysts have 
ridiculed this scenario as being impossible. But is 
it really? As I’ve reported in past issues, China has 
been very open about its plans. Chinese officials 
have warned the US that if we didn’t change our 
fiscal policies, they wouldn’t want to own dollars 
any more. (And who can blame them? Who would 
want to own an ‘investment’ that’s depreciated by 
almost 50 percent in the last five years?)

China has said multiple times that if the US 
doesn’t turn the dollar around, they would dump 
their dollars in favor of other currencies and gold. 
Apparently, they’re now preparing to do just that. If 
they did, we could reach $2,500 gold very quickly.

In a way, I’m surprised the Chinese and other 
foreigners have waited this long. There’s been 
nothing but bad news lately about not only the dol-
lar, but the entire US financial system.

Here’s an example of what I mean…

Federal Reserve issues 
frightening report on 

the US banking system

In last month’s issue, I discussed the Federal 
Reserve’s breathtaking inflation of our money sup-
ply via its new Term Auction Facility (TAF).

Through the TAF, the Fed has auctioned off 
some $735 billion in low-interest loans in just 
seven months. Since banks can lend out up to 10 
times their reserves, the $735 billion they’ve got-
ten from the Fed could balloon up to $7.35 trillion 
in new money flooding into our economy.

However, some readers felt these loans aren’t 
as bad as I said. They pointed out that the banks 
haven’t been lending out as much as they are 
allowed under law. Instead, the banks have used 
the Fed’s loans to strengthen their balance sheets. 
Therefore, the Fed’s actions haven’t been inflating 
the money supply as much as I said.

Is this true? Partially, but this doesn’t help 
matters any. In fact, when you look at the full situ-
ation, it’s worse than what I said, not better.

The GOLD AND ENERGY ADVISOR is a 
newsletter dedicated to educating investors about the 
investment opportunities in precious metals and energy. 
Unless otherwise stated, all charts, graphs, forecasts 
and indices published in the GOLD AND ENERGY 
ADVISOR are developed by the employees and 
independent consultants employed by The Silver & Gold 
Report, LLC. The accuracy of the data used is deemed 
reliable but is not guaranteed. There’s no assurance that 
the past performance of these, or any other forecasts 
or recommendations in the newsletter, will be repeated 
in the future. The publisher, editor, and staff of this 
publication may hold positions in the securities, bullion, 
and rare coins discussed or recommended in this 
issue. The publisher, editor and staff are not registered 
investment advisors and do not purport to offer 
personalized investment related advice; the publisher, 
editor and staff do not determine the suitability of the 
advice and recommendations contained herein for any 
subscriber. Each person must separately determine 
whether such advice and recommendations are suitable 
and whether they fit within such person’s goals and 
portfolio. GOLD AND ENERGY ADVISOR is affiliated 
with Finest Known, a dealer in rare coins and bullion. 
Mining companies, oil & energy exploration and/or oil & 
energy service companies mentioned or recommended 
in GOLD AND ENERGY ADVISOR may have paid or 
may in the future pay the publisher a promotional fee. 

The GOLD & ENERGY ADVISOR is published 12 
times a year by The Silver & Gold Report, LLC, 925 
South Federal Highway, Suite 500, Boca Raton, Florida 
33432 (800-819-8693 or 561-750-2030). Subscription 
rates: Single issue, $19. One year (12 issues), $189. 
Two years (24 issues), $279. 

© 2008 The Silver & Gold Report, LLC. All rights 
are reserved. Permission to reprint materials from the 
GOLD & ENERGY ADVISOR is expressly prohibited 
without the prior written consent of the publisher.

THE GOLD AND ENERGY ADVISOR

EDITORIAL STAFF
James DiGeorgia

Spiros Psarris
Editor
Associate Editor

PUBLISHING STAFF
Chuck Aultman

Sharol Dell’Amico
Subscriber Services
Marketing Manager



Gold and Energy Advisor    3 

Offi cially, US banks are fi ne—they have the 
required level of reserves. But unoffi cially, the 
banks have been wiped out. Their so-called reserves 
are all borrowed money.

This can be illustrated with a real estate anal-
ogy. Let’s say I own a house worth $400,000, and 
I borrow $300,000 against it. This means I have 
$300,000 in cash, and I’m feeling pretty good. How-
ever, none of the cash is really mine—it’s all owed 
to somebody else.

Suddenly, the local housing market goes belly-
up. My house’s value plunges to $200,000, and 

Here’s why. Every week, the Federal Reserve 
issues its “Aggregate Reserves” report on the US 
banking system. 

To stay healthy, American banks must main-
tain a minimum level of fi nancial reserves. This 
report shows how well banks are doing this.

For decades, this was mostly a formality—just 
another dry, boring report for economists to amuse 
themselves with. 

But last year, the credit collapse rocked the 
markets. Now our banking system is on the verge 
of collapse. Take a look at the data contained in the 
Fed’s report.

The Fed defi nes non-borrowed reserves as “total 
reserves minus borrowed reserves.” In effect, this 
is the net ‘equity’ the banking system has.

As you can see, the Fed maintains historical 
data going back over 30 years. In all that time, the 
US banking system has always had a healthy, pos-
itive level of reserves.

But not any more. For the fi rst time in living 
memory, the US banking system is now effectively 
insolvent. Overall, US banks owe almost $125 bil-
lion more than they have in funds. 

In other words…

The Banks are Bankrupt!

That’s why the banks have vacuumed $735 bil-
lion (so far) from the Fed’s TAF program. The law 
says they need a certain level of reserves to stay 
afl oat. But the banks have been devastated by the 
ongoing credit crisis and real estate crash. 

The entire US banking system was facing col-
lapse. That’s why the Fed has been printing a bliz-
zard of new dollars, and shoveling them out the 
discount window as fast as it can. 

US Banks Non-Borrowed Reserves
(in billions of dollars)

Portfolio Update
In Update #526, we rolled up our calls on 

Devon Energy (symbol DVN). We bought to close 
the DVN June $95 calls (DVNFS) and sold to 
open the July $95 calls. We also rolled up our 
calls on Encore Acquisition (EAC). We bought 
to close the June $25 calls (EACFE) and sold to 
open the Sept. $40 calls (EACIH).

In Update #527, we issued instructions for 
subscribers who wrote options against their Gulf 
Island Fabrication (GIFI), Cimarex Energy Co. 
(XEC), and Noble Corp. (NE) positions. On GIFI, 
we closed the June $40 call leg (GQIFH), and 
exercised our July $25 call. On XEC, we allowed 
the June $35 calls (XECFG) to be exercised, 
which gave us about a 100% return since our orig-
inal purchase of the stock. On NE, we rolled up our 
June $50 calls (NEFJ) to the Sept. $50 calls (NEIJ).

In Update #528, we wrote a hedge on Gulf 
Island Fabrication (GIFI). We sold to open the 
Oct. $45 call (GQIJI).

In Update #530, we issued instructions for 
subscribers who sold the Devon Energy July 
$95 call (DVNGS) and the Occidental Petroleum 
July $100 call (OXYGT). We bought back both 
hedges.

In Update #533, we bought back our Noble 
Energy September $50 calls (NEIJ) and Cono-
coPhillips July $80 calls (COPGP).

In Update #534, we issued instructions on 
Bill Barret Corp. (BBG). We sold the August $50 
puts (BBGTJ).

In Update #535, we issued instructions about 
XTO Energy (XTO). We sold short the $55 August 
puts (XTOTK).

In Update #538, we issued instructions for 
subscribers who legged into a spread on Pioneer 
Natural Resources. We allowed our July $85 calls 
(PXDGQ) to expire, and kept the premium.
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body figures out that I’m a bankruptcy case wait-
ing to happen, the sheriff is going to be nailing a 
foreclosure notice on my door.

That’s what’s going on in our banking system 
today. Yes, banks still have some cash reserves at 
the moment, but none of it is theirs. It’s all borrowed 
money. On a net basis, they’re now insolvent. 

This brings us back to the original point. Last 
month I wrote that the Fed was enabling a dollar-
tsunami to hit our economy—up to $7.35 trillion in 
new money. This month we see that banks aren’t 
actually creating this much money, because they’re 
not using all the money to make loans. Instead, 
they’re desperately sucking in every dollar they 
can find just to stay (technically) solvent.

It would be far better if last month’s scenario 
took place. We’d ‘only’ experience huge waves of 
inflation throughout the economy. Instead, we’re 
looking at something far worse—an entire bank-
ing system being held together by baling wire and 
band-aids. 

How long will the band-aids hold? Nobody 
knows. We’ve never seen our entire banking sys-
tem insolvent on this scale before. Nor do we know 
what it will look like when the baling wire finally 
bursts.

But IndyMac gives us a pretty good idea what 
to expect.

An Important Lesson  
from IndyMac

You’ve probably seen the grim photos from the 
IndyMac collapse (the third largest bank failure in 
US history), with long lines of despondent people 
queued up in front of the bank. If the banking sys-
tem’s problems get worse, we might see this scene 
repeated over and over again.

But who do you suppose won’t be queued up 
with despairing looks on their faces? Gold owners!

I’ve said it before, but it’s more relevant now 
than ever. When you own physical gold, it’s yours. 
Nobody can default on it. Nobody can destroy your 
investment by announcing “accounting irregulari-
ties.” Nobody can print endless amounts of new 
gold and inflate away the value of your assets.

Gold is safe, secure, private, and inherently 
valuable. It’s solid… even while every other asset 
is collapsing. (Especially while other assets are col-
lapsing.) 

If you don’t have a solid golden foundation for 
your portfolio, the writing is on the wall. Remem-

falls further every month (representing the heavy, 
ongoing losses banks are taking during this crisis).

Now my collateral is only worth $200,000, but I 
still owe somebody $300,000. And once that some-

Latest prices as GEA goes to press—
July 18, 2008
Comex spot silver contract:   $ 18.68
Comex spot gold contract:     $ 958.00
Nymex spot platinum:    $ 1,850.00
Nymex spot palladium:   $ 420.00
Nymex Light Sweet Crude Oil:  $ 136.00

Special Offer: 

Buy Silver at 

Wholesale
Only $2 Over Spot!

1990 Eisenhower Centennial Silver Dollar
Brilliant Uncirculated, One Ounce

This Coin is Legal Tender of the United States
This coin was issued by the United States Mint to 
celebrate the 100th anniversary of the birth of our 

34th President. 

Its unusual design features the profile of President 
Eisenhower facing right, superimposed over his own 

left-facing profile as a five-star general.
These coins were minted in West Point (with a  

“W” mint mark) and Philadelphia (with no mint mark).
Both Mint State and Proof coins are available.

These coins are really beautiful and should easily 
grade between MS/PRF 68 and 70. James DiGeorgia  

sent in a handful for grading and most came back 
either 69 or 70. This is a great buy!

Prices provided by Finest Known, and are subject 
to change and/or availability.

Call (866) 697-GOLD (4653)
Put GOLD in your IRA

If You’re a Gold & Energy Advisor Subscriber
We Pay Your First Year’s Fees!

Call Now
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ber how the credit crisis was supposed to be “fixed” 
in just a few months? Well, here we are almost a 
full year later—and it’s getting worse instead of 
better. 

And while we’re talking about gold, there’s 
something else you must know. I often get asked…

Why Not Mining Stocks?

Some readers have wondered why, despite my 
bullishness on precious metals, I rarely recom-
mend any mining stocks here in GEA.

The answer is simple. It’s because I don’t like 
any!

Most mainstream financial analysts have ridi-
culed gold even as its price has almost quadrupled 
over the last few years. Their incompetence is too 
obvious to point out. However, there are a few who 
have recognized gold’s massive ongoing bull… but 
who recommend mining stocks or gold funds as the 
best way to profit from the trend.

I tear my hair out over people like this. How 
can they see the bull so clearly, but be so blind to 
its implications?

Let’s discuss mining stocks for a moment. Many 
analysts recommend them because of the leverage. 

Supposedly, when you buy a mining stock, you 
get leverage to the price of the metal itself. If gold 
goes up by 100 percent, the stock might go up by 
multiples of that. 

The logic seems inescapable. As the mine’s 
product rises in price, its profits rise as well. But 
the profits rise by much more than the product did, 
resulting in huge leaps upward for the stock.

As an illustration, let’s say gold is at $1,000, 
and a gold mine has production costs of $500 per 
ounce. Therefore, the mine makes $500 per ounce 
as its profit. 

One year later, gold has doubled to $2,000 per 
ounce. Now the mine makes $1,500 per ounce as 
its profit.

So in this example, gold’ price doubled, but min-
ing profits tripled. Since we can expect the stock’s 

Platinum’s Bull Market Rages On!

As you know, platinum has set a series of new 
price records this year. Its average price in 

2008 has been a little below $2,000.
Last month’s GEA issue contained a special 

offer for a $10 Platinum American Eagle coin. The 
coin’s description mentioned that platinum should 
continue its raging bull trend because South Africa 
is suffering power outages. 

Here’s why this is important. South Africa pro-
duces over 75 percent of the world’s platinum, and 
much of its gold as well. However, this nation is in 
the midst of a serious long-term power crisis.

Since late 2007, frequent blackouts have 
plunged entire sections of the country into darkness. 
Many businesses have gone bankrupt, because they 
cannot open their registers or process credit cards. 
Others have been forced to buy generators.

Individual citizens are faring no better. Sud-
den blackouts cause traffic snarls in Johannesburg 
when traffic lights shut down. In Cape Town, tour-
ists have been trapped in cable cars halfway up 
Table Mountain. In Pretoria, immobile trains have 
been set on fire by angry commuters.

For a variety of reasons, the situation is continu-
ing to deteriorate. President Thabo Mbeki recently 
declared a national emergency over the power cri-
sis. And the Wall Street Journal recently reported 
that South Africa’s government-owned power util-

ity is now desperately trying to avoid a “collapse” of 
the national grid. 

This is vitally important to us as investors. 
South Africa’s mining companies are voracious con-
sumers of energy. The mining industry produces 
about seven percent of the nation’s GDP, but con-
sumes 17 percent of its electricity. More and more, 
people are calling for the mining companies to get 
less electricity (even though they already suffer 
periodic shutdowns from inadequate power). 

They’ll also have to pay more for whatever elec-
tricity they receive. The government is proposing 
rate hikes of more than 50 percent for the mining 
industry and other consumers.

Can any of the neighboring countries help? No. 
Most of the continent’s sub-Saharan power grid 
needs to be rebuilt and expanded. According to the 
World Bank, of the 53 countries below the Sahara, 
35 of them are plagued by frequent power outages.

South Africa’s national utility is building more 
power stations, but these won’t be completed for 
half a decade or more. Citizens have been warned to 
expect frequent “load shedding” (the government’s 
word for blackouts) for at least another five years.

South Africa’s power woes are fundamental, and 
will take the better part of a decade to straighten 
out. In the meanwhile, they will continue to drive 
gold and platinum prices up.
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price to track its profits, the typical analyst con-
cludes the stock is a much better investment than 
the metal itself.

But wait just a moment. The typical analyst 
fails to realize he’s making some key assumptions… 
that are usually invalid.

First of all, he assumes production costs remain 
constant. But any competent mining executive 
changes his operational strategy as the price of the 
mine’s products rise and fall. For example, when 
gold prices go up, he directs his managers to start 
working deposits that were previously too expen-
sive to be viable, but have now become profitable. 
This is smart management of his resources—it 
allows him to extract every ounce possible from the 
deposits under his control. 

This decision will increase his profits, but it 
also increases his average cost of production. This 
removes much of the leverage that analysts were 
anticipating. Yes, profits go up as gold prices go 
up—but not by as much as the analysts expect.

Plus, there are many other factors that influ-
ence a stock’s price. Many mines today are being 
slammed with spiraling energy costs—something 
that few analysts included in their calculations.

There are so many things that can go wrong 
with a mining stock, it’s hard to even list them all. 
Here are just a few.

• Political issues. There’s a rising backlash 
against mining operations in many countries. 
Unfortunately, some miners have taken a less-
than-perfect approach to their operations, espe-
cially in third-world countries. Environmental 
damage and labor exploitation by a few com-
panies have turned many activists against all 
mines—a problem made even worse by hatchet 
jobs in the American media. (The New York 
Times has been especially shrill about global 
mining operations.)

• Operational problems. Mining is hard, dan-
gerous work. Men wrestle with heavy equip-

Canadian Oil Sands Are 
“No Longer Viable”

Optimistic energy analysts have proclaimed 
their faith in the Canadian oil sands. Suppos-

edly, the tarry gunk up in Alberta would save us 
from the world’s oil shortage.

In my book Global War for Oil I went on record 
predicting this wouldn’t happen, and I’ve been 
proven right. According to a recent article in the 
Wall Street Journal, many oil companies are pre-
paring to abandon their Alberta operations because 
the “economic model is no longer viable.”

It wasn’t hard to see this coming. The oil sands 
have sky-high costs compared to other types of oil 
fields. First, you need enormous trucks and other 
equipment the size of houses, to dig the gunk out of 
the ground. Next, you need lots of natural gas and 
huge quantities of water, so you can make steam 
and separate the tarry bitumen from the sand. 
Afterwards you need to somehow dispose of lake-
sized amounts of poisonous waste water (which 
can’t be detoxified by any known process). Plus 
there are the normal problems you’d expect when 
doing heavy construction and mining work up by 
the Arctic Circle.

In addition to all that, other costs are soaring 
too. Taxes are being jacked up by the government, 
which wants to participate in this windfall. Alberta 
has also increased the royalties oil companies must 
pay for their production. 

Here are some other problems which are clob-

bering the oil companies:
• Fort McMurray’s population has almost doubled 

in just a handful of years, and social services 
are strained. Raw land prices have gone up by 
20 times in some places.

• Labor prices have shot up, thanks to an ongoing 
labor shortage.

• Local authorities have imposed restrictions on 
water use and another cap on emissions.

• The local population is growing hostile to the 
mining operations. For example, the Wood Buf-
falo municipality has lobbied (unsuccessfully) 
for a ban on new oil-sands projects.

• Regulatory approval now takes as long as a year 
for every new project application.

• Meanwhile, the commodity boom has sent costs 
skyrocketing for both raw materials and oil-
industry expertise.
In addition to all that, the central government 

is now clamping down on greenhouse gas emissions 
across the country. Prime Minister Stephen Harper 
has argued that all major countries should sign onto 
a new pact restricting emissions. Significantly, the 
oil-sands industry is Canada’s single largest source 
of greenhouse gases.

Oil companies are finding the oil-sands environ-
ment far less favorable than it was a few years ago. 
The executive vice president of Shell’s Athabasca 
project said, “Costs are rising as fast as oil prices… 
Our capital costs are now two-to-three times higher

(continued on next page)
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ment and set off explosives thousands of feet 
underground. Accidents can happen even when 
the miners are being careful—and one bad inci-
dent can drive the company out of business in 
a flurry of lawsuits. Investors can be wiped out 
practically overnight.

• Labor issues. What would you do if you bought 
a stock, only to see the company’s work force 
walk out on strike the next day? Labor prob-
lems can cripple a company for weeks, months, 
even years. Your investment can plummet even 
while precious metals themselves are going 
gangbusters.

• Incompetence. One of the most important 
factors in valuing a mining stock is the size of 
its reserves. Assessing an underground geo-
logic deposit is tricky work, requiring lots of 
skill, lots of experience, and even a little bit of 
luck to do it correctly. When you buy a min-
ing stock, you’re literally betting that the com-

pany’s management has accurately assessed 
those reserves. This isn’t investing: it’s rolling 
the dice. 

• Fraud. Buying a mining stock is really an act 
of faith. You have faith that the mining execu-
tives have the skill and competence to identify 
deposits accurately, and to extract them profit-
ably. Not only that, you must have faith that 
the executives aren’t swindling you. Frauds are 
rampant in the mining industry, and can be 
spectacularly ‘successful’—the Bre-X scam took 
an astonishing $4.4 billion from unlucky inves-
tors. As Mark Twain famously said, “A mine is 
a hole in the ground with a liar on top.” 

When you buy a mining stock, there are a 
lot of things that can go wrong—things over which 
you have absolutely no control.

Don’t kid yourself. When you buy a gold min-
ing stock, you aren’t buying gold. You’re buying a 
piece of paper representing ownership in a com-

(continued from previous page)
than they were when we started the base project in 
the late 1990s.”

As a result, the industrial casualties are mount-
ing. For example, Petro-Canada has decided to 
defer the development of its huge Fort McKay proj-
ect. And Synenco Energy announced it can no lon-
ger afford to build its $10.7 billion Northern Lights 
project.

In Global War for Oil, I predicted the oil sands 
would not be as significant as most analysts seemed 
to think. It would have been nice if I was wrong, but 
that’s not the case. We need to look for other solu-
tions to our energy woes. 

And while we’re talking about energy solutions, 
one that’s getting more interesting is…

Biofuels

These are fuels which come from biological 
sources. Corn or cane ethanol, diesel made from 
vegetable oil, even oil made from poultry offal—
there are lots of potential fuels in this category.

There is interesting news coming from the bio-
fuel industry. Up to now, the automotive industry 
has gotten most of the attention from biofuel advo-
cates. Obviously, if we could somehow replace gas 
and diesel in our cars and trucks, a huge part of our 
energy problem would go away.

Of course, finding that replacement is a tremen-

dous challenge. Not only that, many proposed alter-
natives (hydrogen, natural gas) would require large 
investments in infrastructure to make them viable. 

Plus, replacement fuels will be cost-prohibitive 
until they’re produced on a large scale. But they 
won’t be produced on a large scale until there are 
enough cars to consume them—and the cars won’t 
be built until the fuel is cheap. This is a classic 
Catch-22.

Because of all this, we’ve seen little significant 
progress in biofuels.

Suddenly, though, we’re seeing a push from a 
different direction. The aviation industry has taken 
an intense interest in the subject, and this might 
be enough to push biofuels over the edge into eco-
nomic viability.

The aviation industry produces only about one-
ninth as much carbon dioxide as motor vehicles do. 
However, environmentalists are vocal about pollu-
tion from aviation, because the emissions tend to 
go into the upper atmosphere. Plus, the industry is 
growing quite rapidly.

Unlike the automotive industry, the aviation 
companies have actively sought to reduce their 
emissions. Over the last 30 years, US car manu-
facturers haven’t cut motor vehicle emissions at 
all—while civil aviation has cut its environmental 
impact by 70 percent (as measured per passenger-
mile). 

More to the point, the industry is eager to con-
tinue its aggressive carbon-cutting. The Air Tran-

(continued on next page)
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pany that may (or may not) have rights to some 
gold deposits, which may (or may not) be as large 
as they’re claimed to be, and which may (or may 
not) be extracted in the near future, at a cost which 
may (or may not) allow the company to make a 
good profit.

And ETFs (exchange traded funds) are even 
worse. In past issues, I’ve documented an extensive 
list of reasons to be suspicious of the current gold 
and silver ETFs. I’m not a lawyer, but the legal doc-
uments underlying these funds seem clear enough. 

The ETFs are made up of trusts. These trusts 
aren’t obligated to store the gold and silver they 
supposedly own. And they aren’t obligated to keep 
track of whoever is supposed to be storing it. For 
that matter, they aren’t even obligated to confirm 
it exists at all. 

And later, if the gold vaults are revealed to be 
empty when they were supposed to be full, inves-

tors have zero legal recourse.
Plus, all “paper” gold investments don’t provide 

some of the most important benefits of gold. When 
chaos swirls through the markets… when war 
erupts in the Middle East or elsewhere… when 
banks suddenly collapse and leave countless bewil-
dered depositors stripped of their life savings… 
investors flee to gold’s safety, privacy, inherent 
value, and immunity to counter-party default.

You don’t get these benefits from “paper” gold 
investments like mining stocks or ETFs.

If you wanted to buy a car, would you buy stock 
in Ford or GM? No. If you wanted to buy an air-
plane, would you buy stock in Boeing or Cessna? 
Again, no.

So if you want gold’s benefits, buy gold, not 
paper. You’ll sleep better at night—and it’s the 
only way you can be 100 percent sure to profit as 
gold continues its historic bull run!

(continued from previous page)
sport Association wants to cut emissions by 30 per-
cent per passenger by 2025. Meanwhile, the Com-
mercial Aviation Fuels Initiative (an alliance of 
industrial companies, university researchers, and 
various government agencies), is working to estab-
lish a purely biological jet fuel by 2013.

So why should we care? Because this is a huge 
technical challenge. Jet fuel has to be very energy-
dense—a plane has limited volume and weight 
capacities in its tanks, and a fuel containing less 
energy will reduce the aircraft’s range. This means 
ethanol and other currently available biofuels won’t 
work as jet fuel. 

Plus, ethanol and other biofuel crops can’t be 
cultivated in large enough quantities for the vol-
ume of fuel required. According to some estimates, 
we would need to convert the entire continental 
United States over to corn production if we wanted 
to fly airplanes with corn ethanol.

Aviation companies know all this. That’s why 
they are intensely studying “second generation” 
biofuels, such as nut oils from Jatropha curcas 
(Barbados nut) and babassu. These oils are more 
energy-dense than ethanol. As a bonus, many of 
these oils cannot be consumed by humans, so we 
wouldn’t be making fuel from food. 

Even these oils can’t supply all of aviation’s 
needs, though. Most industry experts agree that 
the best long-term solution is likely to come from 
algae. Algae can produce an oil yield up to 15 times 
that of other biofuel plants. In theory, every air-
plane in the world could be supplied by a total cul-

tivated area the size of West Virginia. Plus, some 
algae actually consume greenhouse gases during 
their cultivation, rather than producing it (as corn 
ethanol production does).

Again, why am I telling you this? Because a huge 
amount of money is about to be spent on this prob-
lem. The solution that emerges will be deployed on 
a worldwide scale. The company that creates that 
solution will be the next Microsoft or Google. 

And investors who buy its 
stock early will retire  

as very wealthy people.

So which stock am I recommending? None yet—
it’s too early to discern the good candidates. For 
now, I’m just giving you a heads-up.

In our GEA portfolio (and in my other trading 
services, such as Gold & Energy Options Trader), 
we’ve made outstanding profits from oil and natu-
ral gas companies. And we’ll continue to do so.

But sometime soon, we’ll expand our focus to 
include promising alternative-energy companies. 
The industry is still in its infancy, so these will be 
more speculative trades. Many of them—possibly 
most of them—won’t pan out.

But those that do might be the equivalent of 
buying Wal-Mart when Sam Walton first took it 
public for a couple of bucks per share. We’re talking 
about once-in-a-lifetime opportunities here.

So stay tuned!


