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Gold has played a central and
positive role in human history
since the dawn of civilization.

Without a gold-backed currency we are
destined to face crises and military
conflicts throughout the world. If
proof of this is needed, the events of
the 20th century and the dawning 21st
century provide the best examples. The
current financial system—or non-
system as I call it—is based on
deception and a mammoth debt
burden that can barely be serviced
anymore. A lot of the negative factors
in the world can be traced back to the
end of the gold standard.

Unfortunately, it is not widely
known that the 19th century was a
period of prosperity and economic
growth without inflation. In those
days the world’s major currencies
remained stable over a long period. It
was the age of the gold standard.

Bring back 
the gold standard

A call for a return to stability

by Ferdinand Lips*
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Gold-backed currencies are today a thing of the past.

But the time has come for much-needed stability, which can only be provided 

by reintroducing the gold standard in monetary affairs.

How the gold standard
worked

The basic rule of
the gold standard was
a fixed price for gold,
ie each currency was
convertible into gold
at a specified rate. The
currencies were bac-
ked by gold and redee-
mable in gold on
demand. A country’s
monetary reserves
consisted of only gold.
On an international
level, importing and
exporting gold was
unrestricted. All balan-
ce of payments deficits
were settled in gold.

Gold thus had a disciplining
influence on a national economy. It
limited public spending. It provided
citizens with a currency that maintai-
ned its value and was internationally
recognized. The system maintained its
stability automatically. This is one rea-
son why politicians do not like gold.
Gold forces them to balance their bud-
get. The gold standard was the result of
centuries of experience.
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I assert that if the gold standard
had been maintained, World War One
would not have lasted very long at all.
Without deficit financing, the war
would have lasted for six months at the
most. The return to the gold standard
after World War One was a fait accom-
pli. But it lacked wisdom and convic-
tion on the part of those in charge.

At the Conference of Genoa in
1922, the gold exchange standard was
introduced. This meant that, apart

from gold, the central banks could also
hold dollars and pounds as reserves.
Suddenly, dollars and pounds were
equivalent to gold. That was inflatio-
nary because dollars and pounds were
now accounted for twice: first in the
country where they were issued and
second in the country that held them
in reserve.

In order to lower the interest rate
level, the Federal Reserve thus pumped
even further liquidity into the system.

The lifespan of currencies
French franc 1814 – 1914 100 years

Dutch guilder 1816 – 1914 98 years

Pound sterling 1821 – 1914 93 years

Swiss franc 1850 – 1936 86 years

Belgian franc 1832 – 1914 82 years

Swedish krona 1873 – 1931 58 years

German mark 1875 – 1914 39 years

Italian lira 1883 – 1914 31 years

(Source: Pick’s Currency Yearbook 1977 – 1979)
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This money eventually made its way to
the equity markets, and the situation
got out of hand in 1929. When the
authorities decided it was time to stop
the boom, it was already too late. The
USA’s economy collapsed and dragged
the world into the Great Depression of
the 1930s.

The world had not learned any-
thing at all. At the end of World War
Two, it was decided to introduce the
gold-dollar standard. The USA was thus
granted the appalling monopoly to
settle its debts with paper money it
printed itself. A direct result of this
was the inflation of the 1970s. As a
sign of the USA’s growing economic
power, the dollar remained the world’s
only valid reserve currency, apart from
gold.

Opening the floodgates to turmoil
When President Nixon unilaterally

abandoned this arrangement on 15
August 1971 it was tantamount to the
bankruptcy of the USA. The era of floa-
ting exchange rates began in 1973.
That fully opened the floodgates for
money creation, credit expansion, defi-
cit spending and speculation.

In a speech on 7 August 2002,
President George W Bush said the fol-
lowing: “There is no telling how many
wars it will take to secure freedom in
the homeland.” With this comment,
Mr Bush announced that there might
not only be a war against Iraq, but
many wars around the globe. Once
again, they will be financed by deficit

spending and through the banking sys-
tem. This would not be possible under
a gold standard.

Who then actually pays for these
wars? In principle, the USA is ban-
krupt. The trade balance deficit
exceeds 600 billion dollars; the budget
deficit is more than 500 billion dollars;
and its foreign debt is enormous.

Normally, the price of gold rises in Europe, but as soon as the COMEX opens
in New York it is driven downward—more on some days, less on others. And
this takes place without regard to the harm—and by that I mean the economic
damage—it causes throughout the world. Even Switzerland—the so-called “safe
haven”—supports the manipulation with its gold selling.

A return to stability is needed
Gold is very cheap today because the governments of the world tamper with
its price on a daily basis. But the day is near where governments and central
banks cannot keep the gold price low. Gold is necessary for individual freedom
and is an important factor for our money system. We definitively have to go
back to the gold standard!

*Ferdinand Lips is Chairman of Vaduz-based TOP-GOLD AG, an investment fund focusing on gold shares,

and is a founding member of Lion Capital Group AG in Zurich, which serves as the fund’s investment

manager. He is the author of the best-selling book “Gold Wars”, published in 2002 (an expanded German-

version, “Die Gold-Verschwörung”, is now in its 4th edition).

Why is gold being manipulated? 
In each and every discussion about

the future of gold and its price, one
thing needs to be clearly understood:
Gold is a political metal. A clique of
financial wrongdoers is indeed mani-
pulating gold each day. The accompa-
nying chart shows the gold price
movements and manipulation over a
one-day period.
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