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“The Financial Apocalypse Ahead: 
$15,000 Gold and $500 Silver!”

“Washington is plunging us into a 
wrenching currency crisis. In my opinion, it’s 
inescapable—not a question of ‘if’, but ‘when’.

“The dollar is teetering on the brink of 
collapse. Worse, the government is LYING 
about it to the American people. 

“This will be a nightmare for most 
investors and business owners. It’s also 
the wealth building opportunity of a 
lifetime, if you know what to do. Here’s 
what’s coming!”

Question: Would you invest your life sav-
ings in this company?

Well, if you invest in dollar-based assets 
(cash accounts, government bonds, etc.), that’s 
exactly what you’re doing. The chart is the 
performance of the US dollar compared to gold. 

This chart shows an ‘asset’ that’s in deep 
trouble. And it’s about to get much worse.

Gloom and doom? Not at all. In every crisis, 
there is opportunity. And while a dollar implo-
sion will wipe out most investors, a few inves-
tors will use it to build a fabulous amount of 
wealth. I plan to be among the latter group—
and I hope you will be, too!

More on that later. First, let’s discuss…

Why the Dollar Will Collapse

It doesn’t take a Ph.D. in economics to 
understand that you can’t borrow your way to 
prosperity. 

Nevertheless, this basic truth is lost on 

James DiGeorgia, Editor
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our leaders in Washington. Federal debt has 
exploded to nightmare levels.

Many economists recognize that once a 
nation’s debt reaches 70 percent of Gross 
Domestic Product, debts start to spiral out of 
control. The nation has to borrow more money 
just to pay the interest on previous debt. 

It’s like a consumer who starts taking cash 
advances on one credit card to pay off another. 
The debt starts inflating exponentially until 
everything comes crashing down.

The US passed the 70 percent level in 2008.
Now we’re approaching a debt/GDP ratio of 

100 percent. At our current rate, we’ll reach it 
later this year.

At that point, our government will owe so 
much money that confiscating every dollar 
made by every American person and corpora-
tion for an entire year still couldn’t pay it off.

We literally owe…

A Mountain of Money

As I write this, our debt is $14.265 trillion 
dollars ($14,265,000,000,000). 

It’s a pile of $100 bills that’s 6.46 million 
cubic feet—a literal mountain of money.

Gathered together, the $100s would form 
a stack 10,991 miles high. (That’s not a typo.) 
Pole to pole, the Earth itself is only 7,898 miles 
tall. 

Let’s make it more personal. Since there 

are about 307 million people in the United 
States, your personal share of this monstrosity 
is $46,465. 

If you have a family of four, together you 
owe $185,863.

By this point, you might be shaking your 
head in disbelief. I understand—the horror is 
too much to accept.

But it’s true. The sooner we accept this, the 
better prepared we can be.

You might be wondering how such a thing 
is even possible. How could American voters 
allow Washington to plunge us into this catas-
trophe?

The short answer is that…

The Government  
is Lying to You

Who’s to blame for this disaster? 
Democrats blame Bush. Republicans blame 

Obama and Pelosi. 
But the truth is that both parties have been 

criminally guilty. Washington didn’t build 
such a monstrous debt overnight. Politicians 
have been working at it for years.

And both parties have lied about it. Each 
year, Washington reports deficits that are far 
below the actual numbers.

On the next page I’ve listed the previous 
decade’s deficits as reported by the Congres-
sional Budget Office—the amount by which 
our government’s spending exceeds its income 
each year. (All numbers are in billions of dollars.)

Next to them are the true amounts that 
our national debt has gone up each year, as 
reported by the Treasury Department. If the 
government were keeping honest books, the 
two sets of numbers would match. But they 
don’t. The true deficits are much worse than 
reported.

“Well, we are out of money 
now. We are operating in 

deep deficits…” 
President Obama on C-SPAN, May 2009
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Year
Reported 
deficits  
($ billions)

Actual increase in 
government debt  
($ billions)

2001 -$128 $132
2002 $158 $409
2003 $378 $589
2004 $413 $605
2005 $318 $523
2006 $248 $574
2007 $161 $555
2008 $459 $1,062
2009 $1,416 $1,796
2010 $1,294 $1,690

(Notice that in 2001, the government even 
claimed to have run a surplus, while plunging 
further into debt by $132 billion.) 

And I haven’t even included the disas-
ter that no one in Washington wants to talk 
about—the long-term unfunded obligations of 
social insurance programs (primarily Social 
Security and Medicare). These obligations 
have now hit $43 trillion—a pile of $100 bills 
that’s over 30,000 miles high. 

This is such a catastrophe that it’s a toxic 
issue, politically. Government officials refuse 
to include it in the official debt numbers, and 
nobody in Washington will discuss it openly. 
But the American social insurance programs 

are beyond bankrupt. Washington has made 
43 trillion promises that it can’t keep.

Fiscal Insanity

Just since Barack Obama was sworn in as 
President, Washington has added $3.64 tril-
lion to the national debt.

For perspective, that’s more than the infla-
tion-adjusted amount the United States spent 
on:

• The Marshall Plan to rebuild Europe 
after World War II

• The New Deal
• The Louisiana Purchase
• The Apollo Program to land a man on 

the Moon
• The Savings & Loan crisis and bailouts
• The First World War 
• The Korean War
• And the Vietnam War
…All combined!
In fact, everything on that list cost ‘only’ 

$2.577 trillion in 2010 dollars. Just since our 
current President came into office, Washing-
ton has spent more than $1 trillion above the 
cost of that entire list. Most of it was spent on 
ill-fated ‘stimulus’ efforts, bailout packages for 
fat-cat bankers, and so on.

What have we received for our $3.64 tril-
lion? Nothing. The US military is still bogged 
down in two no-win wars in Asia. The unem-
ployment rate is still at painful levels. And the 
economy still struggles to gain any traction. 

As Rick Santelli of CNBC recently pointed 
out, government ‘stimulus’ efforts have been 
a disaster. Just since the most recent round 
of Quantitative Easing, rates of 10-Year Trea-

Fed Bank President Warns:
“We will become insolvent..”

Richard Fisher, the President of the Dal-
las Federal Reserve Bank, recently said 

that the US debt situation was at a “tipping 
point... If we continue down on the path on 
which the fiscal authorities put us, we will 
become insolvent. The question is when.” 

More Lies: “Obama to Cut  
$4 Trillion From Debt…”

President Obama recently announced his 
new plan to trim the debt by $4 trillion. 

This was to counter a Republican plan to 
cut debt by a similar amount.

Don’t be deceived by this. Both plans 
are frauds. Neither plan will reduce the 
gargantuan federal debt.

Instead, the plans are only proposing to 
reduce the amount of future spending. In 
other words, our leaders only want to limit 
the additional debt that they heap on the 
backs of American taxpayers.

As we go into an election cycle, both par-
ties will claim to be working hard to reduce 
the debt. But all they’re doing is slowing 
down the speed at which they drive our 
economy over a cliff.
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suries are up almost a full percentage point, 
gasoline has gone from $2.64 to $3.50, and 
commodities have skyrocketed (cotton is up 
268 percent, copper is up 138 percent, sugar 
has almost doubled, and the list goes on).

Did American politicians really learn noth-
ing from Japan’s ‘lost decade’, where the gov-

ernment accumulated crushing levels of debt 
to “stimulate” the economy, with little result?

Or are they fully aware of what they’re 
doing to us? The latter might be true, espe-
cially when you consider…

The Showdown  
Over the Shutdown

No doubt you heard about the recent battle 
between President Obama and Congression-
al Republicans. The Republicans vowed that 
unless spending were reined in, they would 
shut down the government.

At the last minute, a compromise was 
finally reached. Obama and Congress agreed 
to cut $38.5 billion from the budget. Everybody 
breathed a sigh of relief.

But this ‘epic’ battle was a complete sham. 
$38.5 billion is little more than a rounding 
error in Washington’s math nowadays.

In fact, in just the previous eight days 
before the ‘battle’, the federal debt rose by 
$54.1 billion.

Yet both sides made a big deal about how 
hard they fought, and the “tough choices” they 
had to make. This is a complete mockery of the 
American public.

Either Washington’s political leaders are 
complete fools, or else they think that we are. 

Nevertheless, they can’t fool the markets. 
But this raises the question…

Why Hasn’t the Dollar 
Collapsed Already?

An objective observer might say that Wash-
ington has been trying to destroy the greenback 
for years. Whether or not it’s a deliberate effort, 
we can ask: why haven’t they succeeded yet?

Even though the dollar has plummeted, it’s 
still far above where it should be.

The currency of any nation that’s plunged 
itself into debt by more than 22 percent of GDP 
in just two years is doomed. At least it would 
be, under normal circumstances.

 However, the US has been in a unique posi-
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tion. The dollar is the international reserve 
currency, and the international currency for 
trade. This has allowed Washington to get 
away with breathtaking financial reckless-
ness—so far. 

The Wall Street Journal, in a recent article 
titled “Why the Dollar’s Reign Is Near an End,” 
explained:

“When a South Korean wine whole-
saler wants to import Chilean cabernet, 
the Korean importer buys U.S. dollars, 
not pesos, with which to pay the Chil-
ean exporter. Indeed, the dollar is vir-
tually the exclusive vehicle for foreign-
exchange transactions between Chile 
and Korea, despite the fact that less 
than 20% of the merchandise trade of 
both countries is with the U.S.

“Chile and Korea are hardly an 
anomaly: Fully 85% of foreign-exchange 
transactions world-wide are trades of 
other currencies for dollars. What’s 
more, what is true of foreign-exchange 
transactions is true of other interna-
tional business. The Organization of 
Petroleum Exporting Countries sets the 
price of oil in dollars. The dollar is the 
currency of denomination of half of all 
international debt securities. More than 
60% of the foreign reserves of central 
banks and governments are in dollars.

“The greenback, in other words, is 
not just America’s currency. It’s the 
world’s.”

The article explained that the dollar’s 
roles as the international trade currency and 
the international reserve currency have cre-
ated an enormous source of artificial demand 
for the greenback. Obviously, the US has ben-
efited from this. Then it continued:

“But as astonishing as that is, what 
may be even more astonishing is this: 
The dollar’s reign is coming to an end.” 

The Bretton Woods agreement, which 
elevated the dollar to become the world’s 
reserve currency back in 1944, assumed that 
Washington would be a responsible steward of 
the greenback. The signatories assumed that 
the US would keep the dollar fully gold-backed.

That was a foolish assumption. 
Over the following decades, Washington 

eroded and then destroyed the dollar’s con-
nection with gold. Once the gold backing was 
gone, Washington was free to print as many 
dollars as it wanted. Politicians of both par-
ties were convinced that they could do so with 
few repercussions. After all, when the whole 
world eagerly gives you real physical goods in 
exchange for little slips of paper—when every-
body believes your currency is “hard,” and 
eagerly accumulates all the paper that you’re 
willing to print—why not print up a confetti-
storm?

For US politicians, controlling the world’s 
reserve currency was like having a credit card 
with no limit.

But we’ve finally reached the tipping point. 
Global governments and markets are about to 
revoke Washington’s credit card. And then all 
those unpaid bills will come due, bringing an 
end to... 

Washington’s  
Blackmail Scheme

How could Washington politicians dare to 
blow out our budget so badly? Why did they 
assume (correctly, as it turned out) that the 
world would lend us a literal mountain of 
money?

The answer lies in something John May-
nard Keynes said long ago. Here’s a para-
phrase: If you owe the bank manager a thou-
sand dollars, you are at his mercy. But if you 
owe him a billion dollars, he is at your mercy. 

For years, Washington has run its finances 
based on this principle. Larry Summers (the 
head of President Obama’s National Economic 
Council) admitted this. A few years ago, he 
described our relationship with China, Japan, 
and other countries as a “financial balance of 
terror.”

What did he mean by this? He was refer-
ring to the fact that the US government has 
been effectively bankrupt for years—unable 
to pay our existing debts. And any good loan 
officer knows you shouldn’t throw good money 
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after bad. So why did China, Japan, and other 
countries kept lending to us all this time?

Because of the balance of terror Summers 
was talking about. China owns over $1 trillion 
in Treasuries. Japan has $886 billion. The UK 
has $278 billion. Other countries have another 
$2.1 trillion.

Meanwhile, our annual deficit has skyrock-
eted to $1.69 trillion. On average, the US is 
borrowing about $4.63 billion every day. If 
any major Treasury holder stopped lending us 
money, the US would be ‘forced’ to print the 
money instead. 

That would start an ugly domino-chain of 
events. The dollar would tank. The market for 
US debt securities would crash. Interest rates 
would shoot up. And the value of all exist-
ing Treasuries—like the ones owned by other 
nations—would plunge.

So the big Treasury owners were stuck. 
They had to keep financing Washington’s bor-

row-and-spend binge, or else the value of their 
own holdings would collapse. Not only that, 
they wanted to keep exporting to the world’s 
biggest import market (America).

Thus, US politicians were content to keep 
running up huge deficits, figuring that foreign-
ers would be forced to keep funding them. And 
until now, the politicians were right. So far, 
we’ve dumped $4.4 trillion of Treasury debt 
into overseas vaults.

But the game is coming to an abrupt close. 
Even if foreign nations were willing to lend to 
us, they cannot do so at the levels Washington 
now needs. As Zhu Min, deputy governor of 
the People’s Bank of China said, “The United 
States cannot force foreign governments to 
increase their holdings of Treasuries… The 
world does not have so much money to buy 
more US Treasuries.”

Not only that, foreign willingness to lend 
to us is drying up rapidly. The US is obvi-

In Update #1076, we noted that two of 
our hedged positions would be called away. 
The calls we sold on Sandridge Energy (sym-
bol SD) were assigned, calling away 200 of 
our 400 shares. Our return was 14.21%. Our 
calls on Denbury Resources (DNR) were also 
assigned, producing a return of 87.23%.

In Update #1077, we listed all of our 
March options which were expiring or being 
assigned. Our net profits were $2,480 for the 
month.

In Update #1078, we issued hedge instruc-
tions for subscribers who own Apache Corp. 
(APA). We sold the April $130 calls (symbol 
APA110416C130).

In Update #1079, we issued a new 
recommendation for Canadian Natural 
Resources (CNQ), We sold the April $45 puts 
(CNQ110416P45).

In Update #1083, we issued two new rec-
ommendations: Marathon Oil (MRO) and 
Suncor Energy (SU). On MRO, we sold the 
May $47 puts (MRO110521P47). On SU, we 
sold the April $42 puts (SU110416C42).

In Update #1085, we issued a new recom-
mendation for Noble Energy (NBL). We sold 
the April $90 puts (NBL110416P90).

In Update #1087, we issued instructions 
for subscribers who hedged Devon Energy 
(DVN). We rolled up our April $80 calls 
(DVN110416C80) to the May $82.50 calls 
(DVN110521C82.5).

In Update #1088, we issued instructions 
for subscribers who hedged EOG Resources 
(EOG) and Energy Exploration and Produc-
tion ETF (XOP). On EOG, we rolled up the 
April $100 calls (EOG110416C100) to the May 
$100 calls (EOG110521C100). On XOP, we 
rolled up our April $51 calls (XOP110416C51) 
to the June $55 calls (XOP110618C55).

In Update #1090, we took profits on For-
est Oil (FST). We closed our short May $31 
puts (FST110521P31). We sold the option for 
$1.40 and we bought it back for $.30, making 
a profit of $110.

In Update #1092, we issued a new recom-
mendation on Whiting Petroleum (WLL). We 
sold the May $60 puts (WLL110521P60).

Portfolio Update
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ously bankrupt—our government is borrowing 
$5,504 per citizen each year.

The “financial balance of terror” is over. 
Even the most optimistic foreign lenders real-
ize that the sooner they stop lending money to 
a bankrupt nation, the less money they will 
lose long-term. 

Now foreign nations are openly preparing 
to jump ship. The governor of China’s cen-
tral bank has called for the IMF to create a 
new global currency to replace the dollar. The 
United Nations has done the same, along with 
other individual nations. 

This is more than empty talk. China, Rus-
sia, and others are also openly buying gold to 
replace the dollars in their reserves. China in 
particular has almost doubled its gold reserves 
in just three years.

As the spigot of foreign money dries up, 
where will Washington get its $1.69 trillion 
to fund its deficits each year? Since federal 
spending will never shrink in real terms (let’s 
be honest with ourselves here), there will be 
only two choices…

Either Default  
or Run the Presses

With debt levels above $185,000 per house-
hold and soaring ever higher, it’s clear that the 
US cannot and will not repay its debt.

But as foreign lending disappears, Wash-
ington needs $1.69 trillion each year—$4.63 
billion each day—to keep the hamster wheel 
spinning. 

Worse, once foreign lenders start dump-
ing their Treasuries, the market for US debt 
will crash. Interest rates will soar, as will pay-
ments on the national debt—plunging the gov-
ernment even farther into the abyss.

At that point, there will be two choices. The 
government can default on its debt. Or it can 
just print the money it needs.

A straight-out default will never happen. 
Not only is it unthinkable from a national-
pride perspective, it would collapse the entire 
global financial structure overnight.

That leaves the printing press. And with 
Helicopter Ben running the Fed, it will create 
as much money as needed for the government 
to pay its bills. 

Of course, that has near-disastrous conse-
quences of its own. Few Americans realize how 
bad it could get. 

Money Printing Clarified

Technically, the government doesn’t just 
print money and spend it. The money 

is actually created by the Fed, which does 
so in order to buy a Treasury note or bond 
from the government (usually via a middle-
man entity like a bank).

Also, most of the money isn’t printed. It’s 
credited electronically to bank accounts.

Whatever you call it, the end result is 
the same. Money gets created from thin air. 
It then enters the economy via the middle 
man or directly via government spending.

Manager of  
world’s largest bond fund:  

“I am confident this country 
will default on its debt…”

Bill Gross manages the world’s largest 
bond fund. He’s a legend in the finan-

cial community, having built his company 
from $12 million in seed capital to over $1 
trillion in managed investments.

He recently wrote:
“I am confident that this country 

will default on its debt; not in conven-
tional ways, but by picking the pocket of 
savers via a combination of less observable, 
yet historically verifiable policies: inflation, 
currency devaluation and low to negative 
real interest rates.”

His fund used to own a substantial 
amount of US government debt. Not only 
has he sold it all, he’s now actively short-
ing it. That’s one more sign that Treasury 
debt—and by extension, the US dollar—are 
in deep trouble.
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That’s because few Americans have any 
experience with...

Living in an Inflation

Here’s a question: Is this man rich?

Answer: No. Although he’s carrying a huge 
amount of cash, at the time this photo was 
taken in Zimbabwe, that amount would only 
buy one or two loaves of bread. (Later on, it 
wouldn’t even do that.)

Governments who print too much money 
always ignite inflationary fires in their econo-
mies. Zimbabwe is only one sobering example 
of this law of economics.

 The worst hyperinflation on record so 
far is the infamous Hungarian hyperinfla-
tion after World War II. The Hungarian cur-
rency went from 5 per dollar in March 1941 to  
460,000,000,000,000,000,000,000,000,000 per 
dollar in July 1946. This included a breathtak-
ing 19,000 percent inflation in just one month. 
For a while, prices were tripling each day. 

Another memorable example was Weimar 
Germany. The Weimar hyperinflation wrecked 
the economy so thoroughly that it paved the 
way for Adolf Hitler’s rise to power a few years 
later. The German people were so desperate 
for someone to save them that they accepted 
Hitler’s promise to restore prosperity, if only 

he were given absolute power.
Of course, Polyannas and skeptics scoff at 

these examples. ‘Surely the US is far better off 
than Zimbabwe or Hungary or Weimar Ger-
many’, they say. ‘Such things could never hap-
pen here.’

They’re wrong. The US government has 
racked up a debt of almost 100 percent of GDP—
more than enough to qualify as a banana-
republic disaster. And you’ll be shocked at the 
rate which our government is already printing 
money—more on this in a moment. 

The only difference is that Zimbabwe or 
Hungary or Germany weren’t printing a global 
reserve currency. They didn’t have other 
nations accepting new paper and pretending it 
was worth something. They didn’t have other 
nations allowing them to export their inflation.

But soon, the US won’t have this luxury 
either. At that point, the laws of economics 
dictate what will happen. 

The American people will reap what Wash-
ington has sown.

This seems far-fetched to most of the Amer-

In 1945 and 1946, Hungary experienced the 
worst hyperinflation on record. Paper money 
was little more than trash to be swept out of 
the street. If the US resorts to the ‘printing 
press’ to pay off its debts, the dollar too will be 
destroyed.
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ican public. Surely our government would 
never do such a thing. 

But here’s a news flash…

The US is Already Running 
the Printing Presses!

It’s just covering it up by calling it some-
thing different: “quantitative easing” (QE). 
But don’t be deceived by the new name—it’s 
just old-fashioned money-printing.

And it’s happening on a staggering scale. 
The nightmare scenario has begun.

Under the current  
Quantitative Easing program,  
the Fed is buying 75 percent  

of all US Treasury bonds sold!

And creating money on this scale always 
results in the same things: plunging currency 

values, explosive gold prices, and soaring infla-
tion!

Some might object that the US isn’t actu-
ally “monetizing” its debt, because the Fed 
is buying Treasuries from banks rather than 
directly at government auctions. That’s true, 
but it’s hardly relevant. 

The Fed is still creating huge artificial 
‘demand’ for Treasuries, buying about three-
fourths of all debt the US issues, and creating 
money from thin air to do so. 

About the only bright side is that there’s 
usually a gap between the start of money-
printing and the time that inflationary effects 
impact the economy. That gives us a little 
breathing room right now—just enough time 
to prepare and to anticipate…

What Will Happen  
When Inflation Hits

Do you remember the last major inflation-
ary period in America—the mid-to-late 1970s? 

I remember gas lines around the block. 
Skyrocketing prices. Jimmy Carter’s “malaise” 
speech. Businesses failing left and right.

And finally, a devastating counter-inflation 
attack from the Fed—with interest rates at 20 
percent!—that pulled the economy back from 
the brink.

I think it will be worse this time.
Last time, we weren’t in such crushing lev-

els of debt at all levels (federal, state, and con-
sumer).

Last time, we didn’t have a national bank-
ing system that has avoided collapse only 
because of some accounting tricks.

Last time, we didn’t have foreign nations 
with the ability to crash our financial mar-
kets overnight, just by hinting they’ll sell their 
Treasuries.

Last time, we didn’t have an economy 
already teetering on the brink of depression, 
before the fireworks even begin.

This time around, we’ll see prices skyrocket 
more quickly than before. Almost certainly, 
there will be shortages of petroleum-based 
commodities (gasoline, heating oil, etc.) There 

In a hyperinflation, even a previously strong cur- 
rency can become worthless almost overnight. 
This photo from the 1923 German hyperinflation 
shows that money had devalued by so much, 
it was cheaper to burn than firewood or coal. 
[Credit: ©AdsD der Friedrich-Ebert-Stiftung]
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choices. You can be among the winners, or 
among the losers. The list of losers will be long, 
including anybody heavily invested in cash, 
cash-equivalent accounts, and bonds (espe-
cially Treasuries and municipal bonds).

The list of winners will be much shorter. 
And chief among them will be…

Gold Investors!

In every inflation, purchasing power drains 
out of currency/cash assets and government 
debt. It pours into hard assets representing 
real, physical wealth.

The coming inflation will be different in 
some ways than past inflations in America. In 
the late 1970s crisis, the best ways to profit 
were gold, oil, and real estate.

Real estate is a key difference between the 
1970s and today. The US market is still bleed-
ing heavily from the ongoing housing crash. 
Inflation might help somewhat (as it will 
reduce mortgage debt in real terms), but real 
estate will not be the best way to profit from 
the plunging dollar.

On the other hand, I expect oil to do splen-
didly again. That’s why I recommend you keep 
on track with our GEA investment portfolio. 
These stocks are outperforming now, before 
the inflation hits, and I believe they’ll do even 
better as the dollar falls.

That leaves gold, not only bullion but also 
(and especially) rare coins. As spectacular 
as gold’s performance was during the 1970s 
(going up 750 percent in just 7 years!), I expect 
it to be even better over the next few years. Sil-
ver should extend its already-great run too.

Don’t be deceived by the media commenta-
tors who are telling you otherwise. In fact, let’s 
take a minute to discuss…

Why Everything  
You’ve Heard About Gold  

is Wrong

Many financial advisors will tell you to 
avoid gold. It’s obsolete as a financial asset, 

might also be shortages of food and other basic 
necessities. 

We’ll see waves of business failures. Waves 
of crime hitting the cities.

We’ll see more government programs to 
help the newly poor. But this will increase 
government spending, and make the inflation 
even worse.

Many investors and business owners will 
be wiped out. But at the same time…

Some Investors Will Get Rich

Here’s something that only a few investors 
understand. Just as printing money cannot cre-
ate more wealth, it also cannot destroy wealth. 

It only redistributes it.
When a currency is inflated, physical assets 

like land, factories, and inventory are not 
affected. Nor are intellectual assets such as 
patents, trade secrets, and the expertise of a 
company’s employees.

However, the ownership of wealth shifts 
around during a large-scale inflation.

Even the purchasing power of the currency 
isn’t destroyed. True, the currency loses it—
but other assets gain it.

When inflation is coming, you have two 

Gold Bull Keeps Surging

I wanted to cover gold’s fundamentals in 
this issue, but there’s no room. I’ll do it 

next month. For now, be aware that there 
have been some exciting developments 
in supply (which is falling) and demand 
(which is shooting up).

In fact, as I write this, gold has just hit 
all-time record highs. Not only that, its 
weekly close was a new record. This is a 
very significant indicator. The gold bull has 
a long way to run.

Also, even at its current record levels, 
gold is near a 2.5-year low relative to other 
commodities. We don’t need to worry that 
gold’s performance is a bubble—its rise is 
solidly backed up by the commodity sector 
overall. 
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they say. It doesn’t earn interest, so you’ll 
waste your money if you buy it.

This is 100 percent wrong. Here’s a short 
illustration, using fictitious names but real 
dates and numbers.

On January 1, 1970, three young men each 
had $10,000 to invest. They decided to have a 
friendly competition, to see who could get the 
best return.

Tom was conservative. He put his $10,000 
into an interest-bearing bank account.

Dick was a little more adventurous than 
Tom. He put his $10,000 into the Dow Jones 
Industrial index.

Harry had been learning about the nature 
of money, and believed that the US dollar was 
headed for trouble. So he put his $10,000 into 
gold, buying 285.7 ounces of gold at $35 per 
ounce.

The three friends agreed to leave their 
money untouched, adding nothing and with-
drawing nothing except for any taxes that 

came due. When it came time to start with-
drawing the money for retirement—40 years 
in the future—they would see who won.

On December 31, 2010, the three men met 
up again as agreed, to see who had won the 
contest.

Tom proudly told his friends that his 
$10,000 had grown into $80,636 (after 15 per-
cent annual income tax). And his money had 
grown steadily and predictably each year.

Dick patted Tom on the back and congratu-
lated him. Dick admitted that unlike Tom, his 
investment had not grown steadily, year after 
year. In fact, the Dow’s volatility had given 
him many sleepless nights. However, he had 
still beaten his friend by a large margin. His 
$10,000 had grown into $144,653—a perfor-
mance almost 80 percent better than Tom’s.

Tom and Dick then turned to Harry. How 
much money had Harry lost by putting all his 
money into the “barbarous relic” that paid no 
interest?

You might be shaking your head at the 
idea that inflation is a threat.

After all, our government says we’re at 
rock-bottom inflation rates today.

But does this match your daily experi-
ence? When you buy gas, or groceries, or pay 
bills, does it feel like inflation is low?

Or do you feel that you’re getting far less 
for your money than you did just a few years 
ago?

Economist John Williams tracks the true 
state of our economy at his Shadowstats 
website. He strips away all the manipula-
tion that the government uses to distort its 
economic measurements, reporting the data 
via the same techniques that were in place 
several Administrations ago, before the sys-
tematic manipulation began.

Williams reports that the official inflation 
rate of about 2.1 percent is a sham. Using 
the same measurement criteria that the gov-

ernment used to use, he finds that inflation 
is actually 9.6 percent.

Now that matches our daily experience.

Not only that, once inflation reaches dou-
ble digits, it tends to feed on itself. Consum-
ers start to make economic decisions based 
on the expectation of rising prices. Money 
velocity increases, which forces prices to rise 
faster… etc.

The last time we were in this situation 
was the late 1970s. To stop inflation from 
running away, Paul Volcker jacked interest 
rates sky-high.

But today, with an economy that’s barely 
clawing its way out of a recession, that’s not 
an option.

Result #1: inflation will rage unchecked 
(whether the government reports it or not) 
until our economy is healthy enough for the 
Fed to jack rates up again.

Result #2: gold will continue to soar! 

Another Lie: That Inflation is Low
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But, no matter. Harry watched his friends’ 
jaws drop open as he revealed the massive 
margin by which he had won the competition.

Harry’s $10,000 investment in gold had 
now soared to $401,571—almost five times as 
much as Tom’s bank account, and almost three 
times as much as Harry’s investment in the 
Dow Jones.

And that ends our story. Again, the story is 
fictional, but those numbers are real. 

Not only that, they include a 20-year period 
where the stock market was booming and gold 
was in a savage bear market. How much bet-
ter will gold do in 2011-2015, when all the con-
ditions are lining up for a raging bull market 
in the yellow metal?

 Don’t be deceived by the financial misin-
formation peddled by so-called analysts nowa-
days. In today’s economic conditions, gold is 
far more than just ‘wealth insurance’—it’s a 
fabulous investment vehicle in its own 
right.

I expect to see gold reach $5,000 from the 
bull market alone. If the dollar falls, gold could 
soar further to $15,000 and silver to $500—
possibly within 3-5 years, if things get really 
ugly.

The government is cranking up the print-
ing presses as you’re reading this. I recom-
mend you keep 25 percent of your investment 
capital in gold and rare coins. On top of that, 
silver should be a great play too.

But what if I’m wrong? Well, if the govern-
ment actually balances the budget, pays off 
the debt, and figures out how to fill the yawn-
ing pit of social insurance (with $43 trillion in 
unfunded liabilities), you can always sell your 
gold and go back into conventional assets.

But if I’m right—if you think the chances 
of Washington becoming fiscally responsible 
are about the same as astronauts planting an 
American flag on the surface of Pluto—then 
prepare now. Currency inflations hit with 
frightening speed, and once gold prices are 
soaring by $50, $100, even $200 per day, it will 
be too late. Seize the day! Build a golden foun-
dation now, before it’s too late.

Harry smiled indulgently. Like Dick, he 
had also had some ups and downs. However, 
unlike Dick, he had owned a solid physical 
asset the whole time—one that never changed. 

In fact, he needled Dick by pointing out 
that many Dow companies had plunged and 
dropped out of the Dow since the wager began. 
If Dick had invested in individual Dow compa-
nies (as most investors did back then) instead 
of the index itself, his performance would have 
been much worse. (“How’s your Woolworth 
stock doing?”)

Quotable Quotes

“We’ve never been in this unstable 
position in the entire currency his-

tory of 3,000 years.” 

Robert Mundell, Ph.D.,  
Columbia University professor  
and winner of the Nobel Prize

“We’re in the terminal stages of the world’s 
most gigantic pyramid scheme.” 

George Whitehurst-Berry

“Social Security is just the beginning. Medi-
care, Medicaid, pensions, indeed, the full 
freight of the federal government consti-
tutes a Ponzi scheme in plain sight. Income 
is recycled to pay benefits; no new wealth is 
created.” 

Editorial in Barron’s 

“I am 100 percent sure that the U.S. will 
go into hyperinflation… The problem with 
government debt growing so much is that 
when the time will come and the Fed should 
increase interest rates, they will be very 
reluctant to do so and so inflation will start 
to accelerate.” 

Investment analyst Marc Faber

“The likelihood that the dollar eventually 
collapses as a global fiat currency is 100 
percent.” 

A hedge fund manager who wished to 
remain anonymous, quoted in Politico
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