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{:& After reaching a high of
$200 in December of 11974,
gold ‘crashed’ (o 3100 an
ounce in August of [976, or
nearly THREE TIMES it
price 6 years edrlier. o

Adter reaching a high of $875
i Jant bty of ”)30 gold
‘crashed” to $300 an ounce on
June 21, 1982, or THREE
TIMES its price € vears ago,
in 1976. -

How high will it go before
it crashes S )UU 3N QUnice,

6‘,fﬁe15fmm Now? L‘i?’}
: 6 ¢
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Hnard Lips

!F\ET RODUCTION: it is an honor anda p!casure to publlisty the following article
on gold by Ferdinand Lips, the Managing Director of Rmhs Hitd Bank, Zusich,

Switze

rlapd, Mr. Lips is one of Europe’s Jeamng hard moncy mern. itisrare to

find a banker who has a thorough understanding of free market economies
and, particularly, tiwe Austrian School ef Economidcs, mciud:nq ihe wmks of
F. AL Hayek and Ludvrig von Mises. This thorough knowiedge of free m«‘rtcm

ecenamics and tha
economy have helped hiim te becoma
tently yvears ahead of his time

tong-term implications of governnyent inge "\,o‘w‘rsnn ir i?m
one of the fev
in predicting fong-term investment "ﬂem”

'h'm.\tmwhu‘ cori is-

Lvery prudent investor shouid swmusiy consider the implications of this im-

portuwi arn"fe

As a frrmmglng director of Zurich's
Rothschild Bank, Ferdinand Lips handles
the portfolios of a large number of proin-
inent Iuropean families. He was co-

Jounder and first vice-president of the -

Swiss Society of Security Analysts and is
author of the German best seller “"The
Book of Investments’”. ‘
Lips has lectured widely and is quite
well known in Europe as an expert on
gold, the stock and bond niarkets. Lips has
been recommending the purchasc of gold
and gold mines since 1968. He hasieritten
numerous articles on financial and invest-
ment topics for feading ne avwspapers and
periodicals in Ssitzerland, Germairy and
other r_owzrnes He has afe owsranding
investient fecor([ ‘and Fas been a major
factor in the sitccess of the Rothschild Banlk
in Zurich, having been a co-foundér and
dzrec tor of the bank for the past 14 years.

would like to tell you how 1 sce the
Ewm_m. We human beings havé boen
driven out 'of paradise, not enly because
we have eaten that famous apple but be-
cause we have preferred to taste the o:!w
aupk, th 1ppic of inflation, And this re-
mains out position mety We have imv
been driven out of thc paradise o suble
cutiencies ,md pure (amt.wtm There is

Iittie chance ihat we n*wht relum lhm

scon, To the contrary, \(.u.’t,'nOvln‘.‘, qwrz =y
wom it cvery passing day. :

In order to uriderstand the role of gold
and its {utere we have (o distinguish’twio
important functions: First: Gold as *"hé
monetary metal that regulates th* mone ¥
supv!y automatically. Thig is a Fnsm 1
fact. Secondly: Throughout hisiory gn_ki
has been the pumber one stordof value!

3 The qok} standard

" The g_old st@nd.ud lias been the greatest
and: most beneficial of all histericdl
changes. The purchaww 'powcr of moticy
Louic. TH) Irm%r he influcnéed by the Ga-
prices of Il‘u“rV"I)tI{}m‘,[ vovcmmcnts I
stabilized Imm,y $ ‘fa[uu in m(.n a mmwm
for which OUl picc’*m du_/ mone mzy mcrt
iine men’ olit
found a :,ubh,mmb Ve lnch is i a]{ as sticéeds”
ful. The great ailvantage of the g goid’s f.".'l-
dard lics in the fact that it united ‘the ad-
vanced nanona of le world into'a svpn -
national ccononic and” moaewy com-
mtinity. I lllCleb" c:cau‘d in a;mmcbimi :
suc cussful wav some so;r of world monsy.
And all the ingchious theoricd atieul the
fOGm ness of m"* gol(i smnrhud: all the
satirss dimut m, ?svs} flwmzw out of the

"i!:mm! ('.«z page )
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parhorous relic and ali the puzzling pro-
jects of gold free currencies do not remove

ihe most important fact that human beings

don'tchange. . - .
Just think of the Special Drawing Rights

which the former French President Giscard
called monctary LSD. 1 also particularly
liked what a Swiss banker said about the
51 s, He said he would have more confi-
dence in them if his wife asked him for a
neckiace made out of them,

Dy, Junos Fekete, Chiclexecutive of the
Hungarian National Bank, once said:
“*About 300 high carat cconomists who
consider gold as a barbarous relic of the
dark ages, arc og)poscd to 3 billion peaple
who believe in gold. The problem is how
can these 300 peopie convince the other 3
billion™’

This is one of the main reasons why the
gold currency became a superior and most
practical currency order.

The gold standard did provide a much
more stable money unil than any paper
money standard, or any standard based on
a commaodity other than gold.

The gold standard, in essence,
based on nothing else but a readiness and
determination of each individual govern-
meiat o stick to the rules. And this readi-
ness was based on deep econemic, politi-
cal and moral convictions. Each country
had to conduct its affairs as if there existed
in fact a world currency,

The gold standard broke down because
this readiness disappeared. Instead of
moengtary internatioanalism which was a
forcgone conclusion we are now con-
fronted with a very conscious, reckless
monetary nationalism,

The gold currency broke down because
one country after another began to disre-
pard the rules. At the same time, the inter-
national order crumbled because the pre-
vailing hiberal economic order of the last
century and the beginning of the 20th cen-
tury began to give way lo 2 more and more
socialist, interventionist or even collectivist
erder. The new politics kifled a currency
order which was based on free markets and
personal freedom.

The strongest obstacle for the reestab-
lishment of the gold standard is the rela-
tively recent but completely dogmatic faith
that this standard is absolotely a thing of
the past, in which we could not belicve
withous blushing.

fowas therefore highly admirable that
your President Reagan had the courage to
found his gold commission, Who clse

wWas

.

would bave had the courage to do it?

We all know the stupid argumenis
against the gold standard. They are all
invalid. No other currency sysiem has ol-
fered the world the three important assets
of a truly internationat standard, namely
unity, stability and freedom — only the
gold standard. No other system came even
close to it, not to speak of the present
MONSLary Mess.

We now know that the 191h century was
a period of prosperity and growth without

nflation. Ludwig von Mises wrote in his
famous book “‘Human Action’: *"The

gold standard was the world standard of
the age of capitalism, increasing welfare,

liberty, and democracy, both political and
economic. [t was the medium of exchange
by mcans of which Western industrialism
and Western capital brought Western civ-
ilization inte the remotest parts of the
carth’s surface.”

My grandfather, your grandfathers were
able to travel without any passports to far
away places in the world and pay their
hotel bills with just a few gold coins.

# £ Today's monetary
chaos Keeps increasing

the prestiaes of goid and

maikesitiothe lastanchor
of safery F F

]
fan
[

Today, some of you may by coatrast
remember very well what happened to
American tourists abroad only a few years
ago when they wanted 1o pay with green-
backs which were repudiated.

In short: The gold standard of the 19th
century was the highest mooetary achieve-
ment of the civilized world.

3y 1914 it was all over. Because of war
financing, the tried and tested gold standard
was thrown gverboard in onc night, And it
came to the great monetary fall of inan
insofar as zll nations hencelorth preferred
to eat from the forbidden fruits of inflation
and experienced an expulsion out of para-
dise which was unigue in the history of
mankind.

Can we reintroduce the international
gold standard? [ do not believe so at this
time and not under the present politicat and
social climate, as the modem mass society
with its welfare state is not ready for such
discipline. Furthermore, a generation of
ceconomists and politicians have become
victims of alf kKinds of dogmas. Both Key-
resians and monetarists are vociferous

critics, not only of the gold standard, but

also of the use of gold as a monctary base
inany form. As aresult, there 4 no chance
of a return or monctary renascence, And
this is excatly the reason what makes me so
positive for the future of gold i its other
important {unction — gold as a store of
value,

2. Gold as astore of value

In its {irst function — as a base of the
worldwide monctary standard -— it served
just during a relatively showt pariod in
history. MNs precondition was the liberal
world order during the 19th century and
the beginning of the 20th century. But in
its second and more general function — as
a store of value — it served for as long as
there is human memory. Throughout his-
tory, hobody has loved gold more than the
primitive peasants of Euwrope and Asia.
Their philosophy clearty had nothing to do
with liberalism. And in the decade of the
seventies, history repeated itself and 1t will
repeat itsell in the eightics. All official
attempts to keep the price of gold down
failed miscrably. To the contrary, in the
last 10 years goid has reached levels that
even the keenest optimist did not expect
The rcason: More and move individuals
have concluded that they can protect their
savings only by investing at least a part of
itin gold.

The history 1s full of examples where
humans reserted to gold. Every Freach
peasant s reported to have some of his
savings in Napoleon gold coins. Their
fanitics could thus survive a whole suc-
cession of disasters under various forms of
governments, Every peasant in the Swiss
Engadine mountains has hidden gold
Vrenelis under his mattress. Germany is
no different. Anoid friend of mine told me
of his experiences: *During World War |
Westphalian peasants visited the steel
works of my friend’s father, the famous
Hugo Stinnes, in Dortmund. They wanted
to buy horse-shoes for their horses. Yet,
their request was tumed down because
iron was rationzd. Not even the offer of the
famous Westphalian ham did help. Finally,
they offered payment in gold. When they
were asked from where they had their gold,
they answered that they knew from their
ancestors in the Thuty Years” War —some
300 years ago -— that: ““When nothing
bought, gold always bougnt.”

The present situation is not much dif-
ferent. Today’s monetary ¢haos keeps in-
creasing the prestige of gold and makes it
the fast anchor of safcty. _

And now, let me give you my ten most
tmporlant veasons why L so positive for
the outlook of the yellow metal, T believe



- that this buil market for gold can continuc
for & fong time, even il it is interrupted
from thime to time by more or less painful
correctians.
tstreasoin: Fear

Recently gold has boomed because of
fecar. It has got a “Triplc A myth. The
emerging gold bull markel in its first stage
could therefore be motivated primarily by
fear rather than inflation: fear about the
debt situation in Poland, Argenting, Mex-
ico, etc., fear about the banking system
because the banks have for many years
loaned imprudeatly and are now exposed
to all those itliquid debtors, fear about
bankruptcies, such as Penn Square, Banco
Ambrosiano, and AEG, fear about wars.
Since gold cannot default, people are buy-
ing it when they are afraid. And reasons for
being afraid are muitiplying.
2nd resson: Bisguidad econonimic,
financal and monetary policies

We know that the presest situation rep-
resents the outgrowth of the abandonment
of the gold standard of the 19th century.
Today we are living in an era of inflation
and inordinacy . John Exter calls it 2 **non-
system’’, and [ agree. The word discipline
is a forgotten word. The result of ali the
misguided policies of the past is a growing
monetary pellution, called inflation, or de-
basoment of the currenciss, Of course, we
have recently seen well-intended, and 1
many cases honest attempts to fight the
cancer of inflation. But the situation has
now its own dynasmnics, and nobody is able
to stop it. The road to stability would un-
doubtedly iead to a severe depression, an
economic catastrophe of unhelievable di-
mensions. And nobody wants to un this
risk for one simple reason: 1n our present
day welfare state society everybody is in-
volved. Todzy, everybody is a creditor
and therefore owns some bad debt. In the
state bapkrupteies and monctary debacles
in history, usually only a limited class of
peeple got hurt. For those who lived from
hand to mouth (always the majority), these
corrections even breught improvements,
particuiarty at the beginning. This time
around, everyonc is involved because lo-
day everybody has savings in some form
or another, even if it is just a claim on a
pension fund. Thus, the great success of
aur system might become its curse. For
“political reasons™ the fronts of our taflla-
tion fighters have more than softened.

Furthermore, history hag DIOVED OVerF
and over again that the awthoritics in the
end ahways chose Lo resort to inflating. The
formes German chancelfor Schmidl once
said that 5% inflation s preferable 10 5%

unemployment. So there exists no funda-

memtal change. All I foresee are higher

deficits and expansive monetary policics
by central banks.
3rd reason: The world debt situation
The great world inflation has favoured
the rise of indebtedness of stales, corpora-
tions and private individuals. The welfarc
state and the free funch system could not
be financed otherwise. This is the great
tragedy. But it will go on and eventually
lead to a catastrophe whose dimensions are
unknown to us. Why? Because no private
individual or government can extend its
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1) Fear about the debt sttuation, the
banking system and bankrupt-
cies. Since gold cannot default,
people are buying it when they
are afraid.

Misguided policies of govern-

ments and central banks, growing

budget deficits and a chronically
expansive monetary policy are
inflationpary.

Eflation favours the deleriora-

tion of the world debt situation up

to the point of no return, therefore
gold is attractive because it can-
not default. Gold is “*AAA".

4) Budget deficits, an expansive
monctary policy and the world
debt situation finally are going 1o
destroy the [inancial markets, Al-
temative investment possibilities
are shrinking day by day. A big
transfer from former altcrnatives
into gold is taking place.

53 A collapsing debt structure could
lead to deflation. Gold and cash
would then represent the best pro-
tection,

6) In uncertain times, when the
econonty, financial muarkets and
the tax systems get out of control,
the political situation deteriorates
as well, Again gold will offer the
best protection,

Gold is getting scarcer and what

is becoming scarcer usually in

creases in price,

8) In the war against gold there can
only be ane winner, namely gold.

9y History teaches that gold means
freedom,

2
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debt unpunished. In the present stagflation
some will not even be able to pay their
interest costs. Maybe, the infiating pro-
cess can be drawn out much longer and the
debt might simply be repaid in an infla-
tionary way. The other possibility is the
deflationary way. Under both scenarios
gold will prove superior to most paper
assets as well as other {inancial assets.

4t reasciy: The crisis in finzncial
imarkets

Long periods of inflation create more
and more instability in financial markets
and make them unattractive. Alicrnative
investment possibilities arc decreasing.
Common stocks cannot represent sound
investments in an unfavourable maonetary”’
and cconomic climale — only speculations.

In addition, the political situation is
playing an important role. Germany, eco-
nomically the most powerful country of
Europe, can serve as an example. As long
as the Christian Democratic Party was in
power, finances were intact. The German
CPlincreased from 1948 to 1969 by a litle
over 40% and common stocks by over
500%. Since the coalition of socialists with
the FDP is in charge, debt, inflation and
usemployment have gone up repidly. In-
{lalion rose by about 90%, while the stock
market during the same period remained
flat. As far as bonds are concerned, we
know that Dr. Franz Pick calls them cer-
tificates of guaranteed confiscation. A
bond never had the same puchasing power
when it matured as when it was issued.

Because of a lack of alternatives more
and more investinent funds will be directed
into gold.

Sthreason: Protection against
aeflation

There is a scrious school that believes
that we arc heading for a deflation. When
states, corporations and banks financially
go under, gold becomes even more attrac-
tive in their view because (1) gold cannot
default and (2} in a deflation central banks
will do everything in their powerto reflate.
““Inflate or die"’, as Richard Russel] calls
it, will be the only solution. Remember
what President Roosevelt did in 1934, He
mcereased the official price of gold from
$20.67 an ounce to $35.00. Many gold
mining shares went up tenfold. Gold and
cash would be the best protection.

6th reason: Insurance Inthe case of
War
In politically uncertain times people tra-
ditionally rely on gold. As you know, i
recent history we have heard of Vietam
(continucd on page 4)
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refugees who could survive when they
owned gold. A good portion ol the gold
purchases in the Middle East can be as-
cribed to-political unrest in that region.
temember what happened 1o the price of
gold when the Mosque in Mecea was oc-
cupied a few years ago. The situation in
that area remains a tinderbox.

You might have followd the price of the
Argentine Peso before and afier the Falk-
lands war. It coincided with the end of the
1980-82 bear market in gold.

7eh reason: Gold becoimes scarcer

The value of gold is determined by its
scarcity. This is perbaps the principal rea-
son why gold became the world's premier
monetary commodity.

Largely all the gold that was produced
since the dawn of time Is still existing.
Accarding to Consolidated Gold Ficlds we
are speaking of about 2% billion ounces,
Physically, this would represent a cube of
no more than 53 cubic fect which is indeed
very little in relation to all the paper moncy
available and being printed every day. As
we know, additional gold being newly
produced every yecar amounis fo only
about 1000 tons. This hypothctical cube
thercfore is growing by only about 1%
p.a., or about four inches cach side.

The reason: Gold production is a very
expensive and difficult industrial process,
and in order to extract a few grams of the
yellow metal it often is necessary to get @
ton of rock from several miles below the
surface of the earth.

About 50% of these 2.5 billion ounces
ts in the hands of central banks and they
are not likely to part with it. The buik of
the other 50% is mostly in the form of
jewelry and works of art. The balance and
smallest part exists in the form of coins and
bullion for investment purposes. I we
consider that most of this again is in finm
hands, then there must be a very thin float,
A rapidly growing world population, dis-
posing of steadily growing amounts of
paper inoney will push the price of pokd to
higher and higher levels.

8th reasori: The defeat of the
Treasury Departrent against gold
and what othier central banks are
dolng

One of the strangest expericnces of my
caveer was the desperate fight of the Trea-
sury Dept. (with the help of the IMF) to
depress the price of gold by aictioning off
the national treasure, Canacda is still doing
a similar thing. 1 heard some tine ago that

even the Fed's vice chaisman, Henry Wal-
lich, called the 1.25 billion ounces 1a the
vaults of the world's central banks **a last
ditch reserve’'. Why then auction it off?
‘This does not make scnse to other central
baaks. To the contrary, they incrcasingly
believe that gold is an important asset. |
urge you all to invest your funds in a simi-
far way as the central banks of this world:
Hold enough liguidity but buy or increase
your *‘last ditch reserve’™”.

9th reason: Gald means freadom

Gold and {ree market economy are un-
separably related to each other. Gold is the
great protector of private properly. A high
gold reserve makes a country strong;: It is
more valuable than constantly depreci-
ating foreign exchange. Only weak coun-
tries lose gold. And whatever happens in
this world, gold will reroain the outstand-
ing store of value.

The Jate Milton Gilbert one day told the
following story: “‘Among my assislants
there was a young intelligent ltalian. } ob-
served that, each month when he got his
salary, he used to buy a gold coin, One day
[ asked him for his reason. The Ialian
answered promiptly: “You see, you Amerl-
cans come to Furope and want toexplain to
us how to live. | go home and tell my wife:
If anything should happen to e or to the
banks or the governments, you can tike
this coin, g0 to the farmers in the couniry
and you will get enough food for one
week”™",

In case my arguments could not con-
vince you so far, I would tike to tell you a
truc story:

At the beginning of the World Warlin
1914, a Frenchuman had 1,000,000 French
Francs with which he bought 50,000 Na-
poleon coins, He did not have to pay in-
come or property taxes. For his expenscs
for apartment, clothing, food, ele. he spent
one Napoleon coiu every day. Today, 68
years later he still owns 25,265 Napoleons.
Their value today: FF 15,301,000 or more
than 15 times the starting capital in 193443

I
Meowr Boolt On
Platinurm And Palfladium

Adam Smith Publishing has just published
the only book ever written specificatly on
investing in plaiinem and patiadium. The
book, entitled lavesiing in Plasintn Melals.
explaing the rationals for owning platioum
and patladiom as i investement. The ook
paints a powerfully bullish scenario for the
platingm metals over the next several yeans,
Qrder the book disect fromy Adam Smith Mar-
keting (516,93, postpaid,  hardback, 198
papes), 4425 West Napoleon Avenue,
Metairie, LA 70001,
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CONFERENCE BOX

REW ORLEANS CONFERENCE
CASSETTE TAPES

If you missed the New Orleans
Conference, you really shoukl con-
sider buying the cassetie tapes, The
New Orleans Conference was the
secondd largest ever, and the confer-
ence critiques indicate that attendees
thought this was the Liest conference
ever, The cassetie tapes of all gen-
eral sessions, including 63 speeches,
are $145 cach, and the entire cas-
sette tape collection, including 21
workshops and 8 special seminars Is
only $275.00. CASSETTE TAPES
ARE AVAILABLE TFOR IM-
MEDIATE SHIPPING., See the
enclosed brochure or send your
check to NCMR, 4425 West Na-
poleon Ave., Metairie, LA 70001,

BAHAMAS GOLD CONFERTENCE

NCMR's Ninth Annuval Summer
Ofishore Conference will be held in
Nassuu, Bahamas, at Loew’s Para-
dise Island Hotel, Jung 5 through 9,
1983, It will be the first NCMR Con-
ference ever held exclusively on the
precious metals. Featured speakers
will include Harry Schuliz, Mary
Anne Aden, Jerome Smith, Boino
Bandulet (the closest thing 10 a
goome  of Zunich), Gary North,
Thomas Main (Chief Economist at
the Chamber of hlines) and many
others, including wp enalysts from
around the world,

OfF special inierest will be Sehas-
tian Anthony, the Singaporc-bascd
commuxdity gold trader who has es-
tablished a remarkable track record
of over 50% annualized retumns in his
gold trading program.

For those investors interested in
gold and silver, this could be the best
and most impoertant NCMR conler-
enee ever. One warning: iU's impor-
tanl to register carly because of the
popularity of the resort and because
of sticly limited attendance. For
more inforination, call (504) 456-
0010,




