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2001, gold bullion is trading
around 5270 an ounce;
which is close to or below the
cost of production for many
mines. Almost no one believes
the gold market will ever rally. As
legendary cycle analyst lan Naotley
puts it: "Gold stocks are maribund,
torlorn, forgotten and  dismassed
from portfolio management conside
ration.” Gold stock indices are over-
sold more than any time in their 60-year
history. The gold industry’s market cape
talization is a little over 520 billion, which
is just somewhat larger than Caterpillar’s
$15 billion—Caterpillar being the com-
pany providing the heavy wehicles for
most of the mining companies. By com-
parison, General Electric’s market value 1s
still around $434 billion, Microsoft’s $338
bilion and Cisco's 5141 allion. Mean-
while, a very strong accumulation condition
has developed in the precious metals mar
et. According to lan Notley all is not lost
once-in-a-lifetime

a5 4 opportumty 15

quietly and subtly unfolding.

Mines are still continuing to hedge. The
banks ask them to do it. Anglogold an-
nounced that it would continue to hedge

half of its production for the next hive

The comp:

133 :."L:.‘i.'\:‘- IO mine just

over seven million ounces of gold this

ar. The company takes a dim view on

the immediate outlook for gold.

The State of
Affairs in the
old Market

depressing

Despite all the

news, the situation may not be as negative
as it looks. Gold slumps seem to proceed
according to a master plan. Supporters are
lead to believe that gold will soon become
nearly worthless, This drama is only com
plete when the last believer in gold capitu-
lates by throwing his holdings mto the
market. Precursors of a recovery are the
gently climbing prices of gold mining shares.
A different type of buyer 15 at work here,
It's the one who knows very well that a
mine has precious assets in the ground, as-
sers thar are not going 1o lose value when
stock markes and currencies collapse.
This pattern is expected to take place in

the next gold bull market

What will be the basis for this coming bull
market? In the great gold bull market of
the 19705, it was investment demand that
soared. Because of the breakdown of the
fixed-cxchange rate system, ailing stock
markets, exploding inflation and loss
of purchasing power of currencies,
investors tumed to gold, When real
interest rates went below zero be-
cause of the Fed's attempts to sti-
mulate the economy, investors
began tw  have second
thoughts about their fixed in-
There-

fore, large amounts of capi-
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tal moved into gold.

A simular sitwation seems to be de-
veloping now. The money supply 1s explo-
ding due 1o an unparalleled effort to lower
interest rates to avord further weakness in
the stock market and to saye the heavily
indebted consumers. Consequently, real
Interest rates are l|".|"\-|'J||'I?L in r'IL'j.'.-”i\-k' ter-
ritory again. Negative real interest rates
{the U.S, dollar and most stocks sull
grossly overvalued) will create a situation
where an increasing amount of frightened
capital will be turmning to the metal of
kings, thus creating the basis for a new

bull marker in gold.

Years of study have convinced me that
there is a strong and cnminal agenda to il
legally suppress the pnce of gold. Unfor-

tunately, it looks as if this agenda 1s going



rthermore, gold 15 a ‘-'.I|"-."."

dge against constant lowss of Capatal in

mes of currency disorder. We are living
an environment of increasing currency
and trade wars — a race to the bottom

where every country, even Switzerland,
wants to lower the value of its curreney n

markets. During such times, the

best protection 15 gold. In
there have been many examples such as
the collapsing Asian markets or the econo
mies of Russia, Brazil, Zimbabwe and
many other countries where currencies
have come under severe pressure

Central bank and, in particular, Fed ac

tions to master the economy do not n-
spire a high degree of confidence. The re
cent, desperate moves to lower interest
rates and increase the money supply wi
probably have dire effects. The burst

the NASDAQ bubble and its consequen-

ces on both consumer spending and inves
tor confidence on a worldwide basis
should not be underestimared. As always,
the market has the last word, and those
who ignore this truth do it at their own

risk!

Something to keep an eve on in the future
is Eehtertextrmarkescht definier.'s law
suit filed in Boston aganst the Bank for
International Settlements in Basle, Swit-
zerland, Alan Greenspan, William |.
McDonough, |. P.

Chase Manhattan Corp., Citigroup, Inc.,

Morgan & Co., Inc,,

Goldman Sachs Group, Inc., Deutsche
Bank AG and Lawrence H. Summers, Se-
cretary of the Treasury, Howe's complaint
about manipulative activities in the gold

market since 1994 has the

tential of |!l.!
[ng some government officials .I!1|.| 'I._E'_II

ranking bankers on a very embarrassing, if

not criminal, spot. Already, alleged impro-

prieties by the Fed, the Treasury and its
Exchange Stabilization Fund are published
on the Internet or written about in invest-
ment newsletters. Who knows, maybe a

cleansing storm is building on the shores

Covwece

of Massachusetts? Perl

end to government meddling
ing in what 15 supposed to be a free gold
market and then return the countres to a

sohid gold standard, | certamnly hope so.

Meanwhile, the world economy continues
to sall along precariously with its highly

'.IIIN:.Il'lli. monetary non-system. There can

be as many G-7 or G-8 meetings as one

Can 1magine, DUL noDody |Z.I\ Lhe ‘-ll:_.LI':."-'

idea how the monetary system can be e

stored. Sadly, the knowledge of whar a

IPPropriate Currency syvstem «
145 MEary .."L'\."I |I:\'. .].I'\.!'L' are :||'.|-. 1 I

cious few who know that only an hon

est monetary system with people freely

what they prefer as the medium

e—tor which there are compel-

reasons pointing to gold—c

the present dhisastrous currency I!'lI..Z-.l

The knowledge of those few who |

en the time and effort to study the b

of money and man will be needed badly
one day. When the time has come, it will

serve to end the suffening of mankind and

to relaunch the world economy by putting

the world financial svstem back on a safe,

golden track.
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