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MAKE THE CORRECTION YOUR FRIEND  
Dear Readers,  
 
So I guess Obamanomics is going to work.  
 
After all, I read the latest survey saying 
consumer sentiment has surged... I see stocks 
here and abroad continuing their rise... and I 
hear mainstream news and TV commentators 
declaring the worst is behind us. 
 
Yet to believe that Obama (or most any 
government leader) has saved the day, you also 
must believe that... 

Stimulating the economy by printing •	
record amounts of money will not cause 
inflation
Astoundingly high levels of government, •	
corporate, and private debt will have no 
consequences
Deficit spending will heal the economy •	
and not lead to rising taxes or higher 
inflation
We will not be forced to inflate away our •	
public debt
China (and others) will buy our debt as •	
long as we need them to
The U.S. dollar is not at risk•	
Unemployment has peaked and is set to •	
fall
Banks are healed•	
The second wave of foreclosures couldn’t •	
possibly be as bad as the first
The mainstream press is correctly •	
assessing the economy and markets 

No, I don’t believe those things either.  

In This Month’s Issue… 
Click on the link to jump directly to an article. 
 

Make the Correction Your Friend  
I guess Obamanomics are working. The S&P has recovered! 
Prepare for the inflation invasion.   
 

Supply Side Economics  
How steep is the decline in gold production? 
 

Summer Buying Guide 
We identify “buy zones” for gold, silver, and all our stock picks. 
 

BIG GOLD Responds 
Will the government confiscate gold again? 
 

Will the Real Price of Gold Please Stand Up? 
Ever see different quotes for the price of gold on the same day? 
Terry Coxon clears it up for us.  
 

Bullion Watch
Worldwide demand continues unabated •	
We’ll match our recommended dealers against any •	
competition for price and service 
Check out this commemorative gold coin selling •	
cheaper than most bullion coins

 

1001 Reasons to Own Gold  
Gold on the march. Banks: Come on in, the water’s fine! Not 
so fast. Juveniles with guns. Slouching dollar, angry dragon. 
Has the dollar begun its long-term decline? The grass isn’t any 
greener. Inflation ahead? Nah... 
  

BIG GOLD Valuation Models and Portfolio
Updated financial charts for our portfolio and all the largest 
gold miners. 
 

Your BIG GOLD Stocks 
A summary of price movements for gold and gold stocks. Also, a 
change in recommendation to Randgold.  
 

News Hawk 
Nevada anti-mining forces take aim 

Quote of the Month 
We’ve featured him before, but we just can’t pass up this quote... 
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The S&P Has Recovered!  
 
But what really made me smirk last month was hearing my local radio station announce that the S&P 
had broken into positive territory. “You’re now up on the year!” was the breathy news.  
 
While the mainstream media celebrate a victory we expect to be fleeting, let’s have a look at our sector, 
shall we?  

Security 12-31-08 Price 5-29-09 Price Year-to-date 
change

S&P $903.25 $919.14 +1.7%
DOW $8776.38 $8500.33 -3.1%
DOW Composite $3086.07 $2898.62 -6.1%
Gold $869.75 $979.60 +12.6%
Silver $10.79 $15.79 +46.3%
GDX (Market Vectors Gold Miners ETF) $33.88 $44.16 +30.3%
HUI (Amex Gold Bugs Index) $302.41 $398.06 +31.6%
UNWPX (US Global World Precious Minerals) $9.56 $14.45 +51.1%
USERX (US Global Gold and Precious Metals) $10.83 $14.07 +30%
Best Buy Yamana $7.72 $11.77 +52.4%
Best Buy Silver Wheaton $6.49 $10.52 +62.1%
Best Buy Royal Gold $49.21 $46.57 -5.3%

 
 
It’s clear that through the first five months of the year, our favorite industry is beating the pants off the 
major indices. So if the mainstream media want to find 2009’s best returns, why don’t they look at our 
sector?  
 
Perhaps most exciting, though, is the leverage that gold stocks have provided to the gold price this year 
(as of May 29).... 

Security Leverage to Gold 
GDX 2.4 to 1
HUI 2.5 to 1
UNWPX 4.0 to 1
USERX 2.4 to 1
Yamana 4.1 to 1
Silver Wheaton 1.3 to 1 (silver)

 
 
For every 1% rise in gold, for example, Yamana rose 4.1%. And while I think a correction is due, it’s 
this kind of leverage that’ll juice our profits as the gold bull market progresses.  
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Preparing for the Inflation Invasion 
 
Remember how suddenly last fall’s meltdown happened? And how big the daily price moves were? 
While gold’s progress will likely continue to be choppy, we think that at some point there will be a 
sudden upward jump.  
 
I’m not promising a move of Richter-scale magnitude for next week, but I will make one guarantee: if 
you’re not positioned before it occurs, you’ll regret it.   
 
Our advice, considering the economic and monetary hand we’ve been dealt, is clear: if you don’t own 
any gold, buy some. Now. If you already own gold, look for price pullbacks this summer to add to 
your holdings. We recommend keeping one-third of your investable assets in gold, with a bias toward 
physical ownership. You’ll find the best deals on physical gold in this month’s Bullion Watch, including 
a commemorative coin that’s selling for less than most bullion coins.   
 
We also look at dwindling gold production, a bullish sign if there ever was one. And our actionable 
feature this month is our Summer Buying Guide. We’ve calculated price points for all our picks, based 
on how each has performed since the bull market began in 2001. If you’re looking to buy gold or gold 
stocks anytime this summer, we think you’ll find our charts very useful.  
 
Who has a better track record of protecting the value of your money – government or gold? We think 
your answer tells you where to focus your investment dollars.  
 
Your BIG GOLD Editor,

 
 
 
 
 
 
 
Jeff Clark  
 
P.S. Doug Hornig agrees it isn’t all roses and rainbows yet and shares why he thinks so in his article 
“The Second Crash – On the Way and Unstoppable.” Check out the scariest graph of the year in his 
report here.  
 
Back To Table Of Contents

 
 
 

http://www.caseyresearch.com/displayBgd.php?id=42#aJuneCht
http://www.caseyresearch.com/research-and-tools/articles/2761/the-second-crash-%25E2%2580%2593-on-the-way-and-unstoppable/
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SUPPLY SIDE ECONOMICS 
 
The Gold Story – 2009  
 
Gold is entering the summer doldrums looking strong, but what are its prospects for the rest of the 
year and beyond? That will largely be determined by the interplay between supply and demand, so this 
month we check out the supply side. 
 
Reports of dwindling supply are accurate in some areas; however, the story is not that simple. Unlike 
most metals that are consumed in industrial use, most of the gold ever mined is still around. Gold is 
forever. Thus newly mined, refined, and fabricated gold is not all that’s entering the marketplace; there 
are multiple ways of meeting demand. Let’s look at each. 
 
 
Breaking Rocks 
 
Imagine that you could turn back the calendar to late 1848, as word was beginning to spread about 
the gold discovery at John Sutter’s sawmill on the South Fork of the American River in Coloma, 
California. Would you have loved gold enough to be one of the 49ers who responded to its siren song? 
 
Those were heady times. The Golden State – though it wouldn’t officially receive its apt nickname 
until 1968 – had a seemingly endless supply of yellow metal, much of it just lying in remote creek 
beds, waiting to be scooped up. The French Ravine in Sierra County yielded single nuggets of 426 oz. 
in 1851 and 532 oz. in 1855. By 1869, the record was a monstrous 1,893-ounce specimen from the 
Monumental Mine in the Sierra City district. 
 
The days of fabulous discoveries are not entirely gone. As recently as 1980, Kevin Hillier, a lucky Aussie 
following beeps from a metal detector, dug up a nugget that tipped the scales at 876 troy ounces. And 
in Ruby, Alaska, in 1998, bulldozer operator Barry Clay was stunned to see a 294-ounce nugget roll off 
the dirt pile ahead of his blade. 
 
Modern commercial producers, though, aren’t looking for fist-sized nuggets, or even the fingernail-
sized flakes that many 49ers hoped to find at the bottoms of their pans. Today, a major gold strike 
might grade out at 5 grams per ton of rock, and economical recovery is routinely done at significantly 
lower levels. 
 
The easy-to-get stuff is largely gone. With demand rising, miners are struggling to produce ever more 
gold from ever-lower grades of ore. And they’re falling behind. 
 
The CPM Group’s 2009 Gold Yearbook, one of the bibles of the industry, notes that world gold 
production peaked in 2001, after increases in 14 of the 15 prior years (despite a vicious bear market). 
Production increased only fractionally in 2001, to 82.1 million ounces, and has declined in five of the 
seven years since. And substantially so, with 2008 production coming in at only 74.6 million ounces, a 
more than 9% drop. 
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There are a number of simple reasons for the production decline. The older, more productive mines 
are playing out; newer mines tend to be lower grade; fresh mega-discoveries have become rare; cost of 
extraction has soared; environmental regulations are more stringent; and greedy governments demand 
a growing slice of the revenue pie. 
 
South Africa has been particularly hard hit. After ruling the roost for nearly a century, it dropped to 
second place in production, behind China, in 2007; and into third, behind the U.S., last year. South 
African output topped out in 1970, at 32 million ounces, and has since fallen off more than 75%. 
Some miners now must burrow two miles underground to bring up something usable, and the country 
appears about played out. 
 
Though the U.S. does hold the #2 spot, at 7.6 million ounces in 2008, it too has experienced a long 
slide. From the 1998 peak of 11.9 million ounces, it’s fallen every year but one, for a 36% overall 
decline. 
 
There are some bright spots. Russia, still mostly unexploited, continues slowly but steadily ramping 
up production, delivering 5.9 million ounces to market in 2008. And China’s industry is growing by 
leaps and bounds. It captured world leadership in 2007 and cemented that position last year, with 
production of just over 9 million ounces.  
 
In addition, there are some very large, well-defined deposits waiting to come on line. Kinross/Barrick’s 
Cerro Casale project in Chile, with 23 million ounces of gold reserves, is scheduled for a 2012 
commencement; Barrick’s Pueblo Viejo in the Dominican Republic (20.4 million ounces) is slated for 
2011; Newmont’s Boddington Expansion (13 million ounces) is targeted for the third quarter of this 
year. 
 
But other elephant-sized discoveries are problem-laden. NovaGold/Barrick’s Donlin Creek project 
in Alaska (30 million ounces) is so remote it may never be economical; Barrick’s Pascua Lama on the 
Chile/Argentina border (18 million ounces) has been beset by anti-mining NGOs; and Las Cristinas 
in Venezuela (16.9 million ounces) probably will be developed only if Hugo Chavez is in the mood. 
 
Considering the present state of the industry and the limited opportunities for developing new mines, 
we think it likely that gold production will fail to meet consumption for years to come. Either the 
price must rise to mute demand, or the shortfall must be made up from elsewhere. 
 
 
The Gnomes of Zurich (and Beijing, and…) 
 
For the past two decades, central banks have been dishoarding their gold at a pretty decent clip and 
have been a major source of the metal hitting the market.  
 
Before 1999, each central bank was free to sell whatever amount it cared to. But in that year, the 15 
largest European central banks (excepting only Britain) adopted a Central Bank Gold Agreement 
(CBGA). Although not a signatory, the U.S. sponsored the CBGA – allegedly to promote stability in 
the gold market – and adheres to it on an informal basis. 
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Under the five-year terms of the agreement, participating central banks are limited to  selling an 
aggregate total of 500 metric tons (or 16.1 million ounces, if you think retail) of gold in any given 
year. The current CBGA period expires this September, but the agreement is widely expected to be 
renewed. 
 
The following chart shows the contributions of all (not just CBGA) central banks to the world gold 
pool. 

 
Since 2005, the trend has been notably down, with a particularly steep drop-off from 2007 to 2008. 
Among CBGA banks, 2007 sales were right at the limit, 15.9 million ounces, but that plunged nearly 
two-thirds, to 5.8 million ounces, in ’08. And the CPM Group estimates that 2009 will see another 
CBGA sales decline, to about 5 million ounces. 
 
As the graph’s bars inch toward a purchase/sales balance, it not only signals banks’ increasing 
reluctance to part with their gold, it also means that some central banks are now net buyers. Russia led 
the way in this department, adding nearly 2 million ounces to its holdings in 2008.  
 
Then there is China. That country has made a lot of noise lately about its waning confidence in the 
long-term value of its forex holdings, primarily U.S. dollars, and has been aggressively trading them 
for tangible assets. Many analysts believed that the buying spree would likely include gold, but no one 
could say for sure. China’s internal financial affairs are rather less than transparent to outsiders. 
 
However, the conjecture is now confirmed. In April, the People’s Bank of China stunned the markets 
by announcing that over the past six years, it had been quietly adding 14.6 million ounces to its 
reserves.  
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China’s announcement had little immediate effect. But considering China’s elevated position in the 
world economic pecking order, other governments are sure to take notice and follow its example. 
 
In our opinion, the only thing on the horizon with the potential to offset the steady decline of central 
bank gold sales is the proposed 13-million-ounce sale by the International Monetary Fund, which has 
the world’s third largest holdings, over 103 million ounces. 
 
The idea has been floated several times before. However, the U.S. Congress, which has effective veto 
power over any IMF move, has always shot it down. But with an avowed aim of making more funding 
available for poor countries that need help dealing with the global economic crisis – not to mention a 
sympathetic liberal administration in Washington – this time should be different. 
 
In fact, as we go to press, approval of the proposal is speeding through Congress, and a final vote 
should come soon. We expect it to pass, though that doesn’t mean the gold will come to market right 
away. The measure must also be approved by other IMF members, which could take many months. 
 
Additionally, the IMF has pledged to carry out sales in a way that won’t disrupt the market. It could 
accomplish that by staggering multiple sales, or by folding them into the next CBGA, or by offering 
direct sales to other nations such as China and Russia that are beefing up reserves. 
 
The world’s fiat currencies are standing on ever-thinner ice, so we foresee many of the world’s central 
banks becoming net buyers of gold, rather than sellers. It could take a couple of years for that to 
happen, but the trend is clear. 
 
 
How Much for the SOB’s Wedding Ring?  
 
The supply source that’s taken the biggest leap forward in recent times is the recycling business. So-
called “scrap gold” includes rings from failed marriages, earrings with missing mates, out-of-fashion 
bling – and anything else that’s been gathering dust in the jewelry box. Old electronics, too. A ton of 
discarded cell phones will yield 150 grams of gold, 30 times what a miner gets from an average ton of 
ore. 
 
People are hip to the rising gold price, and they’re parting with their unwanted baubles en masse. It’s 
big business. TV ads soliciting scrap abound, including one during the Super Bowl; Internet recyclers 
have proliferated; and in some suburban neighborhoods, gold has replaced Tupperware as the focal 
point for social gatherings. 
 
The flood of scrap has hardly been insignificant. CPM reports that it rose an estimated 18.9% in 2008, 
to 38.5 million ounces, following a 23.3% jump in ’07. Scrap sellers are bringing to market more than 
half as much gold as all the world’s miners. 
 
The CPM Group does predict that the trend in scrap will start slowing, but still forecasts a rise of 
perhaps 5% this year, to 40.5 million ounces.  
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CPM gives two reasons for the projected slowdown. First, so much has already been melted down 
that sellers may be reaching the point where they will want to hang on to whatever’s left. And second, 
refineries are running at capacity and have little further capability for turning earrings into ingots.   
 
As long as the price of gold remains high and economic distress continues, people who are hurting 
will keep swapping metal for dollars. And tons of scrap, melted down and released back to consumers, 
definitely serve as a drag on the gold price. 
 
How much scrap will be recycled in the next few years is unknown, and so the effect on the market 
remains to be seen. The safest assumption is that this year will be much like the last, with gold’s ascent 
comparably retarded -- meaning, not much. 
 
 
Conclusion 
 
While the market will be well supplied with new gold in 2009, whether it will exceed or lag 
consumption is the $64,000 question. That depends on a lot of factors, which we’ll explore in detail 
in a future issue. The short version is that both jewelry and industrial consumption are on the wane, 
leaving investment demand as the driver. It is heavy and getting heavier, as more and more people 
come to believe in the wisdom of having some physical metal in their possession. Or at least investing 
in a paper proxy such as the SPDR Gold Trust, which in a few short years has risen from nothing to 
the sixth largest gold owner in the world. 
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 The chart above, from the World Gold Council, depicts the radical shift in the gold supply/demand 
balance over the past three years. We doubt that it’s going to move in the opposite direction anytime 
soon. 
 
Back To Table Of Contents
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THE 2009 SUMMER BUYING GUIDE 
 
As we pointed out last month, June tends to be the weakest month for gold, while July is one of the 
weakest for gold stocks. These aren’t inevitabilities, of course, but it’s not called the Summer Doldrums 
for nothing; mining stocks tend to be soft this time of year, and gold itself tends to be flat.  
 
So, in an effort to follow the first clause of “Buy low, sell high,” we’ve prepared this Summer Buying 
Guide. It can be used to help you get the most benefit from any pullbacks in gold and gold stocks 
between now and the end of August. 
 
But first, maybe we should ask... 
 
 
Will There Be a Correction?  
 
In a word, probably. No guarantee, mind you, but the odds favor it. 
 
It would be exceptional for gold and gold stocks not to drift lower this summer. First, summertime 
means miners are busy in the field, and the flow of market-moving progress reports dwindles, leaving 
investors with little to get excited about. And many investors wouldn’t be paying attention anyway, 
since they’re focused on vacation plans.  
 
Second, the metals and the stocks have had a big bounce since their October lows, the kind of move 
that normally ends with a correction. Here’s the evidence, showing gains as of the end of May. 
 
►Gains since 10-24-08 (the low for the metals):

 Gold 37.5%
 Silver        77.8%

 
►Gains from third-quarter ‘08 lows for gold and silver stocks:

 Agnico-Eagle 178.5%
 Barrick 104.2%
 Jinshan 82.9%
 Kinross 163.4%
 Lihir 169.0%
 Minefinders 229.6%
 Randgold 200.6%
 Royal Gold 99.3%
 Silver Wheaton        305.0%
 Sino 254.3%
 Yamana 216.6%

 
A retreat from these gains, albeit temporary, would be normal. 
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Third, and perhaps most important, in every summer nearly every stock in our portfolio has moved 
lower from its May high. (The one exception, Yamana, stayed above its May high in the summer of 
2005). Again, no guarantee that this won’t be the summer of galloping unicorn herds, but the record is 
hard to argue with.  
 
 
How to Read the Charts  
 
The buying guide is based on a simple assumption: that gold and gold stocks tend to perform well 
through May (as they did this year) and then pull back during the summer. But how much of a 
pullback should you wait for? There’s no firm answer, but our charts will help you identify a bargain 
when you see one.  
 
We calculated how far each company fell from its May high to its summer low ( June, July, or August) 
in each year of the current bull market (from 2001 on). The charts show the smallest, largest, and 
average percent drop for each company, along with gold and silver, giving us potential zones at which 
to consider buying.  
 
In each chart, you’ll find four bars: 

The first bar is this year’s May high, our starting point. 1. 

The second bar shows where the price would go if it matched the 2. smallest percentage drop the 
asset experienced from its May high to its summer low over the last eight years. For example, 
the smallest summer decline gold has seen in the current bull market is 2.2%, which, subtracted 
from this year’s May high, gives us a price of $957.82.* 

The third bar shows where the price would go if it matched the 3. average percentage drop the 
asset experienced from its May high to its summer low. For gold, the average of all drops over 
the past eight years has been 9.8%, which, subtracted from this year’s May high, would take the 
price to $883.18.

The fourth bar shows where the price would go if it matched the 4. greatest percentage drop 
from its May high to its summer low over the last eight years. Gold’s largest summer drop was 
21.8%. Applied to today’s price, that would take it to $766.11.

 
How to Use the Charts  
 
First, the charts don’t tell you exactly when to buy. The most they can do is give you a sense for when 
prices might be reaching good entry points.  
 
For example, a 10% drop in your favorite company might be cause for concern – but after seeing that 
the average summer drop was, say, 15%, you’ll recognize the pullback as normal, which would be an 
invitation to consider buying.   
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If you are relying on the Guide, you’ll buy only when the price has matched the smallest percentage 
drop (the second bar). Or you could hold out for an even lower price. But you probably would be 
hoping for too much if you waited for the price to match the greatest percentage drop (fourth bar). 
 
So that you don’t have to monitor the market constantly, we suggest placing a limit order at the price 
you want and wait for the market to come to you. You also could split each planned purchase into two 
limit orders, one with a low price and another with an even lower price.  
 
Last, how about getting paid to buy your favorite stocks? If you’re familiar with put and call options, 
you might consider selling a put for each stock you like with a strike price that matches where you’d 
gladly buy. You’d collect a premium, and the worst that could happen is that you buy what you want at 
the price you want to pay. 
 
 
Buy Zones for Gold, Silver, and Stocks [all symbols and stock prices are U.S.] 
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Yamana Gold (AUY)

May '09 High: $11.77

Summer declines:
Smallest: 25.8%
Average: 27% 
Biggest: 39.3%

Company Rating: BEST BUY
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Where’s Barrick? We didn’t include it because we’re leaving a Hold on the stock (see our write-up in 
last month’s issue in Your BIG GOLD Stocks). The same with Jinshan.  
 
*All figures are calculated from the second decimal point, meaning the prices listed in the bars are 
precise, while the percentages listed are only to the first decimal point.  
 
Back To Table Of Contents

 

BIG GOLD Responds 
 
Are We Being Conned About Confiscation? 
 
A question we keep hearing is: What are the chances the government will confiscate privately held 
gold, as it did in 1933? 
 
We’ve written on this topic before in BIG GOLD, but the answer bears repeating. There is no telling 
what the government might do. It’s already doing things that were unthinkable just a few years ago. 
If President Obama believes there is political hay to be made from seizing your gold – or even if he 
sincerely thinks such a move would be “good for the country” – we’re sure he won’t hesitate to make 
the grab. After all, his favorite predecessor, Franklin Roosevelt, set the precedent. 
 
Betting against government stupidity is never a good idea. 
 
That said, we think the likelihood of a new gold confiscation is remote, for a number of reasons. 
 
2009 is not 1933. Back then, the money supply was constrained by the gold standard. As Roosevelt 
concocted the New Deal, he ran smack up against that wall. He needed more money than he had, 
couldn’t raise taxes, and couldn’t print dollars that weren’t gold backed.   
 
His solution was elegant. Make the private possession of gold illegal, but pay those who surrender 
their metal the official price, $20.67 per ounce. Then revalue the gold to $35 per ounce. Voilà. Instant 
inflation, lots of new money, problem solved. And the New Deal was off and running.   
 
But we have long since abandoned the gold standard, and Obama doesn’t face FDR’s constraints on 
monetary inflation. However much money is needed to finance his New Deal Redux, he can have it. 
All he has to do is turn on the printing press, or whichever computing device turns those electronic 
bits and bytes into cash.  
 
Given this kind of power, what does he need gold for?  
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Well, an argument can be made that the metal is still useful. Creating money out of thin air is 
inflationary, and a large stash of gold, even if it doesn’t officially back anything, serves as a sort of 
counterweight. People around the world will have greater confidence in your currency knowing that, as 
a last resort, you can pay your bills in gold. And the more gold you have, the better. 
 
Confiscating gold and assigning it a fixed dollar value would also prevent the kind of runaway gold 
price that massive inflation is bound to trigger. As those who argue that the gold price is already 
suppressed correctly point out, the government has decided to sacrifice the dollar in order to avert 
deflation. Thus a lower-than-free-market gold price helps obscure the damage that’s been done to the 
currency. 
 
These arguments aren’t empty, but they’re not  
convincing. Most folks in government subscribe to  
the “barbarous relic” school of thought about gold.  
And most citizens have never even seen a physical  
gold coin, much less own one. Reeling in all the  
bullion out there will, in reality, do the government  
little if any good. 
 
One final point. In the 1930s, when people were  
asked to turn in their gold, compliance was quite  
high. Americans believed their government when  
told that it was for the greater good. Imagine.  
 
Today, that attitude seems laughably naïve. Those  
who have gold know that it is an unequaled  
storehouse of value. That they would meekly part  
with it at the government’s behest requires a belief  
that naïveté still rules the land. 
 
Far more likely is that gold owners would resist. And since they also tend to be gun owners, there 
could be serious confrontations. The government doesn’t want mass resistance to one of its orders, 
nor an escalation of the domestic violence it will probably get anyway when unemployment rises to 
depression-era levels. It’s simply not worth it.   
 
Never say never. But all things considered, we wouldn’t put a lot of effort into preparing for a modern-
day gold confiscation. 
 
Back To Table Of Contents

 
 
 

“...In the 1930s, when people 
were asked to turn in their 
gold, compliance was quite  
high. Americans believed 
their government when  
told that it was for the greater 
good. Imagine. ”
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WILL THE REAL PRICE OF GOLD PLEASE STAND UP 
 
Gold is traded around the clock and in so many places and in so many forms, ranging from the 
abstractions of futures contracts to the solid tangibility of rings and bracelets, that it’s not clear what 
the “real” price is. The question is more than a matter of curiosity, since many retail coin and bullion 
shops quote selling prices in terms of “spot plus X%” or “spot plus $Y.” When you talk to a dealer, what 
exactly does he mean when he refers to “spot”? 
 
Here are some of the prices that dealers refer to and that you may see reported in the media. 
 
London fix. The five members of the London Gold Pool confer twice daily to determine the a.m. and 
p.m. price for gold. These are big players, so the fixings they announce have a quasi-official ring to 
them. But the London fixings determine the price only for trades that by pre-agreement are tied to the 
fixings. And each fixing has significance only at the instant it’s made. Trading between fixings runs on 
its own, independently of the preceding fix. 
 
Comex spot contract price. The Comex is the busiest market for trading futures contracts in gold 
bullion. Each contract is for 100 ounces. Prices during the day represent actual trades taking place in 
a continuous, competitive auction. When, through the passage of time, a given contract reaches its 
delivery month, it becomes known as the “spot contract.” At that point, the party on the long side 
of the contact is free to pay for the physical and demand delivery, and the party on the short side of 
the contract is free to deliver the gold and demand payment. The possibility of insisting on physical 
delivery keeps the price on the spot contract tightly linked to the price on large transactions of 
physical gold between dealers. 
 
New York dealer prices. If you visit www.kitco.com, you’ll find quotes, updated every 30 seconds, 
for the “New York Spot Price.” These reflect the bid and ask prices quoted by wholesale dealers for 
spot delivery. Not surprisingly, during Comex trading hours, they track the Comex price for the spot 
contract. 
 
And there are other sources of prices. For many coin shops, A-mark Precious Metals, a bullion dealer 
in Santa Monica, is where they go when they have too much or too little of a given item. A-mark is 
their link to the wholesale market. You can find the A-mark gold price at www.amark.com.   
 
None of these prices is “the” price. But they are all linked, because it’s so easy for gold to move from 
one market to another. What your local coin shop does has an effect on the wholesale dealer it trades 
with. And it has an effect on the Comex price, because the wholesale dealer watches that price from 
second to second and will buy or sell there to offset its position in physical gold. And the readiness of 
arbitragers to trade on small price differences assures that what happens on the Comex will have an 
effect on the London market. 
 
Some players and some markets are much bigger than others, but none dominates. The price of gold 
doesn’t start at some central point and then ripple out to other markets. Instead, all the prices are 
determined together.

 

http://www.kitco.com/
http://www.amark.com
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It’s an untidy situation. The practical implication of the untidiness is that when a dealer gives you a 
quote as spot plus this or spot minus that, you shouldn’t pay any attention to it, because the quote 
doesn’t tell you what “spot” means to that dealer. It may be, when you’re buying, that “spot” will mean 
the highest quoted price the dealer can point to when it receives your order. And even if a given dealer 
gives you an unambiguous statement as to how “spot” would apply to your transaction, you wouldn’t be 
able to compare with other dealers without finding out what “spot” means to them. 
 
To find the best prices, step back from the spot plus or minus formulas and compare the spreads 
quoted by different dealers. Ask each dealer you are considering doing business with for both its bid 
and ask prices, without indicating whether you are a buyer or a seller. The dealer that quotes the lowest 
spread between bid and ask will probably give you the best price when it’s time to place an actual trade. 
 
Back To Table Of Contents

 

BULLION WATCH  
 
If you’re thinking the demand for physical gold and silver has dropped off... 

Worldwide gold demand rose 38% in the first quarter, says the World Gold Council. •	
The U.S. Mint sold 554,500 one-ounce American Eagles through May, already equaling 65% •	
of 2008’s record sales. 
World mints nearly doubled their silver coin production, and demand for gold coins and bars •	
rose 93% in the first quarter of 2009, according to the Financial Times.
The U.K.’s Royal Mint used 75% more gold bullion in the first quarter.  •	
The Central Fund of Canada (CEF, a BIG GOLD recommendation) doubled its gold 
holdings to 403,000 ounces in the first quarter.
Dubai’s gold imports increased 15%, to 4.9 million ounces in the first quarter of 2009, •	
according to Dubai World Group. 

(All figures vs. same period 2008, unless stated otherwise) 
 
 
Buy Your Financial Insurance Here 
 
As we’ve covered before in these pages, mints around the world ramped up production last year, and 
it appears this has reduced the shortage of small pieces. Our dealers also report that demand eased in 
late May on the run up in metals prices, but they still say “very few people are selling.” 
 
Note the price drop at all our recommended dealers...   
 
Kitco (Kitco.com; 1-877-775-4826). Kitco is now offering the cheapest gold bullion coin – and it’s a 
commemorative coin to boot – along with a new silver product.

https://online.kitco.com/bullion/completelist.html
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The Vancouver 2010 Olympic Gold Maple Leaf commemorates the upcoming Olympic •	
Games. And it’s on sale now for just 5% over spot, the lowest premium for a one-ounce gold 
coin we know of. We’re not suggesting the coin for its collectability; we like it because it’s 
cheap. This is a no-brainer buy. [Note: it currently ships only in the U.S.]  

Kitco just introduced the Kitco Signature Products series of namesake branded silver bullion. •	
The one-ounce, coin-like silver round is .9999 pure (a level most silver coins don’t reach), and 
at $1.99 per ounce over spot, it’s cheaper than a coin. Purity and weight are stamped on the 
product, and the 100-ounce minted bar comes stamped with a serial number as well. And 
Kitco guarantees to repurchase any Signature Product at the prevailing spot market bid price 
or better.  

Are the products in the Signature series less desirable than a coin or bar? The silver rounds lack the 
cachet of an official coin, but the face value of a coin is mostly symbolic, and if you just want metal, 
they’re just as good. This should be viewed as an easily affordable coin-like method of owning silver, 
and you get a few more grains of silver in this coin than, say, an Eagle. Same with the bars. And the 
guaranteed buyback gives you a layer of protection most dealers don’t offer.  
 
ASI (assetstrategies.com; 1-800-831-0007). Gold Maple Leafs, Philharmonics, and Krugerrands are 
available for immediate shipment with a paid order. American Eagles currently take about two weeks. 

Prices over spot: One-ounce gold coins between 5.5% and 6%; Eagles, 8%; one-ounce gold •	
bars, 6%; and ten-ounce gold bars are only 5%.  

ASI now has the lowest price for a 100-ounce silver bar: $1.35 per ounce over spot. Other •	
prices over spot include: 10-ounce silver bar, $1.50; one-ounce silver bar, $1.60; one-ounce 
silver Eagles, $2.75. ASI also sells junk silver coins at competitive prices. 

Border Gold (bordergold.com; 888-312-2288, ext. 7). All gold and silver bullion is available for 
immediate delivery with a paid order.

Premium on gold Maple Leafs is 5.5%. Shipping and insurance is $25 for one or two coins. A •	
one-ounce gold bar is spot plus $25. Small gold bars (5-ounce and 10-ounce) are available in 
limited quantities at spot plus $22 per ounce.  

The one-ounce silver Maple Leaf is $3.25 over spot up to 99 coins; $2.75 for 100 or more. •	
Ten-ounce silver bars cost $1.75 over spot and 100-ounce silver bars are $1.50. 

The Coin Agent (thecoinagent.com; 1-888-494-8889, or email thecoinagent@gmail.com). All bullion 
is available for immediate delivery with a paid order. 

Premiums over spot are 5.5% for Krugerrands, 6% for Maple Leafs and Eagles, and 6.5% for •	
Philharmonics. Shipping and insurance is a flat $20.  

For silver, one-ounce American Eagles and Maple Leafs are spot plus $3.25. A 10-ounce silver •	
bar is $2 per ounce over spot, and 100-ounce bars are $1.75. Shipping and insurance for silver 
is $20 per 100 ounces.

http://www.assetstrategies.com/
http://www.bordergold.com/
http://thecoinagent.com/
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►Is the hallmark on my gold or silver bar legit?  
 
Bullion products bear a stamp from the refinery – but not all refineries or dealers meet the highest 
quality standards. It’s important to have a hallmark from a reputable refiner, which assures both you 
and the person you someday may be selling to that the bar in fact is what it appears to be.  
 
Reputable refineries include Johnson Matthey, Engelhard, Argur-Heraeus, AGR Matthey, UBS, 
Credit Suisse, PAMP, Metalor, Umicore, and Emirates Gold. 
 
If a refiner’s products meet the London Bullion Market Association’s standards, the refiner is listed 
with the LBMA and its bars are considered “good delivery.” For gold, see the list here, and for silver 
here. The NYMEX and COMEX keep similar lists. 
 
Back To Table Of Contents

 

 
(Reasons 137 through 167 can be found in our April 2009 issue.) 
 
 
Gold on the March

More than 28% of GLD is now owned by hedge funds,168.  according to Factset Research 
Systems. Hedge fund manager John Paulson recently increased his fund’s gold position, 
with 47% of its top 15 holdings now in gold and gold stocks.

“Gold has become the accepted means of saving your money,”169.  asserts Barrick Gold 
Chairman Peter Munk. “The trauma of what we have gone through in the past year... will 
make people much more aware that gold is, indeed, an ultimate store of value.” 

Gold will hit $1,500 per ounce in the coming months170. , says Charles Gibson of Edison 
Investment Research. He points to the “stimulus” programs of so many governments that 
are creating a shortage of gold as the reason. 

http://www.lbma.org.uk/delivery/goldlist
http://www.lbma.org.uk/delivery/silvlist
http://www.caseyresearch.com/displayCes.php?id=46
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“Gold will breach $2,000 next year,”171.  says Philip Manduca, head of investment for 
U.K. money manager ECU Group. “I’ve forecast that gold will go beyond $2,000 
before 2010 is out, and I still believe that very much.” The potential catalysts? “Risks of 
inflation – because it’s the only way we’re going to get out of the debt problem – currency 
debasement and devaluation. And, of course, the potential for a massive debt bust.” 

Gold could double or even rise fivefold172.  if the economy continues to weaken, says 
Northwestern Mutual CEO Edward Zore. The third largest U.S. insurance company 
bought gold for the first time in its 152-year history, investing about $400 million. 
“The downside risk is limited, but the upside is large,” Zore said. “We have stocks in our 
portfolio that lost 95%. Gold is not going down to $90.” 

Worldwide mine production of gold declined 1.5% 173. in 2008, to 82.9 million ounces. 
Industry group GFMS forecasts a further 2% decline in gold production in 2009. 

Banks: Come on in, the Water’s Fine! 

The FDIC‘s list of problem banks hit 305,174.  the highest in 15 years. Meanwhile, its 
insurance fund slumped 25% to a 15-year low. “The banking industry still faces 
tremendous challenges,” says FDIC Chairman Sheila Bair. 

“Banks aren’t nearly out of the woods yet,”175.  says Whitney Tilson, managing partner of 
money manager T2 Partners. As of April, “there was $1.3 trillion in bank write-downs 
worldwide. Our estimate is that total losses, looking out many years, will be at least 
double that, could be triple that.” As a result, she says, “We’re probably not even halfway 
through the overall unwinding of this great debt bubble.” 

There will be more than 150 bank failures in 2009, 176. predict analysts Jason Stock and Bill 
Waller of M3 Funds. The bank-o-ruptcy meter stands at 36 failed banks so far in 2009. 
There were 24 in all of ‘08.

The American Bankruptcy Institute expects 177. overall bankruptcy filings to exceed 1.4 
million this year, compared with 1.1 million in 2008. While consumer bankruptcy has 
captured much of the concern since the recession started, attention is shifting to the 
corporate sector, particularly commercial real estate. 

Not So Fast... 

The financial crisis is not over,178.  says former Federal Reserve Chairman Alan Greenspan. 
“There is still a very large unfunded capital requirement in the commercial banking 
system in the United States and that’s got to be funded,” he said. “We’re on the edge, and 
if this thing doesn’t get resolved quickly, I’m worried.”  
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Federal Reserve officials saw 179. significant downside risks to the economy, with the global 
financial system still vulnerable to further shocks, according to minutes from their April 
meeting. Included in the minutes is a projection for a deeper U.S. economic contraction 
than forecast in January, with unemployment at 9% or higher through the end of 2010. 

Americans should brace for a slow economic recovery,180.  with unemployment likely to 
hit double digits, says Richard Fisher, president of the Federal Reserve Bank of Dallas. 
Consumers will likely remain cautious. “Under these conditions, I envision a slow 
recovery. And not a V-shaped snapback – nor even a U-shaped one – but a very slow 
slog, as we find a more sensible and sustainable mix between consumption, and savings 
and investment.” 

“We’re nowhere near finished with this bear market,”181.  says best-selling author John 
Mauldin, who spoke at the Casey Crisis & Opportunity Conference in Vegas last March. 
“Could we see 10-12% unemployment in the U.S.? Absolutely. Probably we will. Is it 
going to be bad? Yeah. I think we’re going to see negative earnings surprises, and it will 
just keep coming at you. And eventually people get so frustrated as the economy doesn’t 
turn and then next year – because of the tax increase and other things – the economy 
can dip right back down again, putting pressure on earnings, putting more pressure on 
consumer savings.” And, he says, “the housing crisis isn’t going away until 2011.”

a. 182. Recovery remains more than a year away, says State of Georgia Economic Director 
Rajeev Dhawan, cautioning that many are celebrating a false spring while the job market 
is still worsening.  
 
b. “It’s going to be years before we recover, and even when that happens, we’re going to 
discover that we’re in a new paradigm,” says Scott Latham, commercial property broker 
at Cushman & Wakefield. 
 
c. “This country is going into a 10-year decline. Living standards will never be the 
same,” says Howard Davidowitz, chairman of Davidowitz & Associates. “The worst 
is yet to come with consumers and banks... the whole concept of the economy finding 
its footing was preposterous to begin with. We’re now in Barack Obama’s world, where 
money goes into the most inefficient parts of the economy.”

A report from the U.S. Congressional Budget Office predicts 183. the U.S. economy won’t 
fully resume growth until 2015 and that government debt will peak at around 54% 
of GDP in 2011. (Our own chief economist Bud Conrad expects government debt to 
eventually equal GDP.)  
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Juveniles with Guns 

Satellite photos show 184. Pakistan has expanded two sites that support its nuclear weapons 
program, a U.S. arms control institute reports. “All together, these recent expansion 
activities indicate that Pakistan is indeed progressing in a strategic plan to improve the 
destructiveness and deliverability of its nuclear arsenal.” The expansion would enable 
Pakistan to build smaller, lighter plutonium-fission weapons, along with thermonuclear 
weapons. 

It’s only a matter of time before North Korea is able to mount an atomic weapon on a 185. 
missile, analysts say. South Korean and U.S. troops are on heightened alert after North 
Korea renounced its truce with the allied forces and threatened to attack any ships trying 
to intercept its vessels.

Iran claims it 186. successfully test-fired a medium-range missile capable of striking Israel 
and U.S. bases in the Persian Gulf region. Gary Samore, the top White House counter-
proliferation official, said the missile was “a significant step forward in terms of Iran’s 
capability to deliver weapons.”  

 In response to Iran’s continued nuclear weapons development, 187. Israel began its biggest 
emergency drill in the nation’s history to prepare civilians, soldiers, and rescue crews 
for the possibility of war. Israeli Defense Minister Ehud Barak said that “the chance of 
dialogue stopping Iran’s nuclear efforts is very low.”  
 

Slouching Dollar, Angry Dragon

“I wish to tell the U.S. government, ‘Don’t be complacent and think there isn’t any 188. 
alternative for China to buy your bills and bonds’,” says China’s former central bank 
adviser Yu Yongding. China is the largest foreign holder of U.S. Treasuries – $768 billion 
at the end of the first quarter. 

“Senior officials of the Chinese government grilled me about whether or not we are 189. 
going to monetize the actions of our legislature... I must have been asked about that a 
hundred times in China,” says Dallas Federal Reserve Bank President Richard Fisher. “I 
was asked at every single meeting about our purchases of Treasuries. That seemed to be 
the principal preoccupation of those that were invested with their surpluses mostly in the 
United States.” 

“A policy mistake made by some major central bank may bring inflation risks to the 190. 
whole world,” said a China central bank report. “As more and more economies are 
adopting unconventional monetary policies, such as quantitative easing, major currencies’ 
devaluation risks may rise.” 
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China’s gold reserves may serve as backing for the yuan,191.  said Zheng Lianghao, 
managing director of the World Gold Council’s Far East division. Zheng said increasing 
gold holdings would provide China with a useful hedge as the dollar faced the possibility 
of depreciation.

Brazil and China will work toward using their own currencies in trade transactions 192. 
rather than the U.S. dollar, according to Brazil’s central bank and its president Lula da 
Silva. “What we are talking about now is Brazil paying for Chinese goods with reals, and 
China paying for Brazilian goods with renminbi... Strong currencies like the real and the 
renminbi are perfectly capable of being used as trade currencies…” 

 
 
Has the Dollar Begun its Long-Term Decline? 

“We think it’s clearly the beginning of a trend downward for the dollar,” 193. says Thomas 
Harr, senior foreign exchange strategist for Standard Chartered Bank. “And it will 
probably fall more first against emerging market currencies, because that’s where 
fundamentals are stronger, and then gradually against developed market currencies.”

“Devalue or deflate.”194.  According to analysts at BCA Research, those are the only 
two choices the U.S. has in the aftermath of the burst credit/asset bubble. “Indeed, 
governments around the world are facing similar conditions and are also attempting to 
reflate their economies. However, U.S. reflationary policies are the most aggressive, 
which places the dollar at longer-term risk... this could eventually raise investor concerns 
of a dollar debasement.”  

The U.S. dollar is no longer Russia’s basic reserve currency, 195. reports the Russian 
newspaper The Vedomosti. The euro-denominated share of Russia’s central bank reserve 
assets increased to 47.5% on January 1, 2009, vs. 41.5% in dollar assets. 

“The U.S. dollar is going to fall quite a lot,” 196. says Nobel laureate Paul Krugman. 
“Especially as safe-haven demand wanes.”

Diversify out of U.S. dollars before central banks and sovereign wealth funds 197. 
ultimately do the same, warns Bill Gross, manager of the world’s biggest bond fund. 
The country’s “fortune-producing capabilities seem to be declining, which might suggest 
that its relative standard of living is doing so as well,” he said. “If so, the implications are 
serious.” He also says the U.S. will eventually lose its AAA credit rating because of its 
escalating debt. 
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The Grass Isn’t Any Greener... 

Standard and Poor’s warns that 198. Britain might lose its top-notch credit rating, after the 
credit ratings agency lowered the UK’s debt to “negative” from “stable” for the first time 
since they started analyzing the country’s public finances in 1978. 

Ireland is set to go bust,199.  claims Niall Ferguson, a Harvard economics historian and 
author of The Ascent of Money. “The debt trap may be about to spring for countries that 
have created large stimulus packages in order to stimulate their economies.” He believes 
Italy and Belgium will follow, and “the UK is not too far behind.” 

The European Central Bank will be forced to print euros, increasing the possibility of 200. 
massive inflation there, says David Bloom, global head of foreign exchange strategy at 
HSBC.  

 
Inflation Ahead? Nah... 

“I am 100% sure that the U.S. will go into hyperinflation,” 201. says Marc Faber of the 
Gloom, Boom and Doom Report. “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.” 

“A country that continuously expands its debt as a percentage of GDP... is going 202. 
to inflate its way out of that debt,” says Warren Buffett. “Every country that has 
denominated its debt in its own currency and has found itself with uncomfortable 
amounts of debt relative to the rest of the world, in the end they inflate.” 

The justification for inflation begins: 203. “What the U.S. economy may need is a dose of 
good old-fashioned inflation,” say former White House Adviser Gregory Mankiw and 
IMF Chief Economist Kenneth Rogoff. 

 
To Be Continued...
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BIG GOLD VALUATION MODELS AND PORTFOLIO 
 
While mining companies provide plenty of data, reviewing it with an eye to valuation isn’t a simple 
business. And any method inevitably depends on assumptions about a company’s costs, production 
rates, and development trends. But any reasonable method, applied consistently, can tell a great deal 
about the comparative value of different gold mining stocks. Each month in BIG GOLD, we feature 
our own valuation models that appraise the value of gold mining companies. These models are updated 
with the latest data provided by the respective companies to serve as ongoing guidance and a basis of 
comparison for making your investment decisions. 
 
The valuation table for big gold mining companies, determined by their market capitalization, 
provides a simplified assessment of the true value of a gold mining company. The key figure found at 
the right-hand side of this table is the valuation ratio, which reflects the value of a company’s assets 
in the ground compared to the market capitalization. The valuation ratio should be used as a basis of 
comparison to assess the relative attractiveness of these and other BIG GOLD stocks that we bring to 
your attention in future editions. A valuation ratio above 1.0 indicates that a company’s stock may be 
expensive compared to its assets, while a valuation ratio much below 1.0 indicates a bargain. 
 
The valuation ratio is calculated by dividing the market capitalization of the company by its net asset 
value. The mine asset value is determined by estimating the value of the gold that the company has in 
the ground and subtracting out the cost of turning the ore into gold bars. The company’s debt, offset 
by any cash holdings, and hedge liability is then subtracted to get net asset value. The market cap is 
figured by multiplying the current market price by the total outstanding shares.  
 
The spot price of gold used in this month’s valuation table is the closing price of $950.70 on Monday, 
June 8, 2009.
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8-Jun-09 Valuation Table for Largest Gold Miners 

Company 

Proven 
and 

Probable 
Reserve 

M Oz 

Cash 
Costs 
$/0z  

2009E 

Mine 
Asset 

Value $M 
Debt 
$M 

Hedge 
Liability 

$M 
Net Asset 
Value $M 

Share 
Price $ 

Total 
Outstanding 

Shares M 
Market 
Cap $M 

Valuation 
Ratio 

Barrick Gold Corp 138.5 $404  $75,718 $2,974  $5,027 $67,717 $36.56 873 $31,921 0.47 
Goldcorp Inc. 46.3 $353  $27,674 $166  $0 $27,508 $36.17 730 $26,400 0.96 
Newmont Mining 91.6 $435  $47,238 $1,298  $0 $45,940 $44.66 489 $21,852 0.48 
Kinross Gold 45.6 $420  $24,200 $176  $155 $23,869 $18.63 695 $12,940 0.54 
Newcrest Mining** 40.0 $384  $22,668 $666  $0 $22,002 $25.25 484 $12,216 0.56 
AngloGold Ashanti 74.9 $450  $37,502 $2,786  $2,010 $32,706 $39.80 358 $14,240 0.44 
Agnico-Eagle Mines 18.1 $340  $11,054 $207  $0 $10,847 $58.08 155 $8,983 0.83 
Gold Fields Limited 83.0 $477  $39,317 $810  $0 $38,507 $12.03 704 $8,472 0.22 
Buenaventura 13.3 $364  $7,797 ($194) $0 $7,992 $26.73 255 $6,820 0.85 
Yamana Gold Inc.   19.4 $379  $11,091 $355  $0 $10,736 $10.72 733 $7,857 0.73 
Harmony Gold 50.5 $619  $16,751 $0  $0 $16,751 $10.91 426 $4,645 0.28 
Lihir Gold (ADR) 24.8 $399  $13,682 $64  $56 $13,562 $24.20 219 $5,293 0.39 
Randgold 8.9 $461  $4,344 ($246) $56 $4,534 $70.85 77 $5,432 1.20 
Eldorado Gold 7.5 $296  $4,910 ($103) $0 $5,013 $9.27 371 $3,439 0.69 
IAMGOLD 12.4 $464  $6,035 ($376) $27 $6,385 $10.21 365 $3,728 0.58 
Sino Gold** 4.4 $403  $2,410 ($53) $0 $2,463 $4.65 292 $1,358 0.55 
Centerra Gold** 5.8 $871  $462 ($167) $0 $630 $6.56 216 $1,419 2.25 
**Share price denoted is the pink sheet quote 

This Table does NOT represent a list of recommended stocks by BIG GOLD. See "Your BIG GOLD Stocks" table for the list of our stock 
recommendations and their current recommendation status. 

The Valuation Table for the largest gold miners, including perpetually updated valuation ratios using 
current stock prices and spot gold prices, can be viewed at any time by clicking the link below.  
 
http://www.caseyresearch.com/vsCharts5.php 
 
The Traditional Financial Analysis table provides a more common approach for valuing stocks. While 
the valuation ratio is the more accurate source to value a gold mine, the traditional financial measures 
are not irrelevant, because important flaws can trump attractive net asset valuations. 
 
A key traditional measure is the price/earnings (P/E) ratio. It is the price of a stock divided by recent 
earnings per share. Other factors may overrule, but a high P/E ratio indicates that a stock is no 
steal and may be too expensive to give you a shot at a good profit. A low P/E ratio indicates just the 
opposite. 

http://www.caseyresearch.com/vsCharts5.php
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8-Jun-09 Traditional Financial Analysis 

Company 
Share 
Price 

12-Month 
EPS: 

Cont. 
Ops. 

P/E 
Ratio: 

Current 

Debt 
to 

Equity 
Ratio 

Price/ 
Cash 
Flow 
Ratio 

Book 
Value/ 
Share 

Price/Book 
Value 

5-Year 
Revenue 
Growth 

% 

% Price 
Change 

One Year 
Agnico-Eagle $58.08 0.65 88.7 0.16 63.9 $16.82 3.41 24% -14% 
AngloGold Ashanti $39.80 -3.11   1.54   $6.85 5.68 16% 11% 
Barrick Gold Corp $36.56 0.72 49.8 0.34 18.1 $17.81 2.02 31% -10% 
Buenaventura $26.73 1.1 24.4 0.27 16.6 $6.10 4.4 32% -21% 
Centerra Gold* $6.56 0.45 14.2 0.01 7.6 $3.43 1.88 50% -11% 
Eldorado Gold $9.27 0.43 21.6 0.01 18.7 $2.21 4.18 50% -10% 
Gold Fields $12.03 0.43 28.7 0.22 11.1 $6.79 1.8 16% -3% 
Goldcorp Inc $36.17 2.09 17.3 0.01 13 $20.76 1.74 56% 1% 
Harmony Gold $10.91 0.42 26.1 0.1 15.4 $7.29 1.51 10% -7% 
IAMGOLD $10.21 0.02 532.8 0.03 21.3 $5.96 1.68 54% 80% 
Kinross Gold $18.63 -1.21   0.22   $7.73 2.4 23% -5% 
Lihir Gold (ADR) $24.20 0.52 46.7 0 0 $13.24 1.84 29% -16% 
Newcrest Mining $25.25 0.5 51.6 0.25 26.5 $5.98 4.34 31% 6% 
Newmont Mining $44.66 1.42 31.6 0.35 13.4 $17.92 2.5 15% -6% 
Randgold $70.85 0.48 143.1 0.01 82.1 $8.93 7.68 28% 58% 
Sino Gold $4.65 -0.31   0.33   $2.09 2.38 36% 23% 
Yamana Gold $10.72 0.64 16.6 0.09 12.3 $9 1.18   -22% 

 
Due to their lack of earnings, junior producer companies that are on the verge of producing or have 
just recently started to produce can’t be valued by traditional methods. Their key value is in their 
minerals. The question is whether these resources are worth more than the price of the stock. As it 
costs money to extract the minerals from the ground, those costs are subtracted from the value. And, 
since only a portion of the resource is recoverable, we multiply the ounces by the projected recovery 
rate to get the amount that can be sold. 

Multiplying the recoverable ounces with the profit gives us a mine asset value. Then a ratio to the 
market capitalization gives us an idea if the valuation at current share prices is attractive. Again, a 
valuation ratio below 1.0 indicates that the stock is cheap relative to the mine’s resources, and above 
1.0 denotes that the stock is expensive. 

8-Jun-09 Valuation Table Junior Gold Miners 

Company Symbol 
Resource M 

Oz 
Recovery 

Rate 

Cash 
Costs 
$/oz 

Mine 
Asset 

Value $M 
Share 
Price 

Total Shares 
Outstanding M 

Market 
Cap $M 

Valuation 
Ratio 

Jinshan JIN 3.92 51% $507 $888 $0.93 163.9 $152 0.17 
Mine�nders MFN 5.6 61% $450 $1,711 $8.65 59.0 $510 0.30 
Gold Spot Price       $951           
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YOUR BIG GOLD STOCKS 
 
It was a stellar month for our favorite sector. Since our last issue, gold advanced 4% (as of June 8) and 
silver tacked on 6.7%. For the year, gold is up 9.3% and silver 37.5%.  
 
Every stock in the BIG GOLD portfolio advanced this past month. As you’ll see in the chart below, 
Randgold has nearly doubled in price (exceeding a double earlier this month) and has been one of the 
best-performing gold stocks in this recent run-up. We thus recommend taking profits to anyone who 
bought near our entry point. We do not recommend buying the stock at current levels and are placing 
a Hold on the remaining shares. In fact, given the recent run-up in many of our positions, we might 
suggest taking some profits if you have them, especially if you’re sitting on gains of, say, 50% or more. 
Your profits could be used to buy a greater number of shares if there’s a pullback (see the Summer 
Buying Guide for our opinion on the matter). 
 
If there’s a correction in gold and gold stocks, what’s a good price to buy at? Check out our Summer 
Buying Guide above for some great charts on what each of our positions have done over the past eight 
summers. 

8-Jun-09 YOUR BIG GOLD STOCKS 

Company 
Exchange Date First 

Rec. Rec. Price Close 6-8-09 % Change 
Rec. 

Status* CAD US Other 
Agnico-Eagle   AEM   10/23/07 $52.95  $58.08  9.7% B<$50 
Barrick Gold   ABX   3/20/08 $42.00  $36.56  -13.0% H 
Central Fund Of Canada   CEF   1/19/08 $12.83  $11.99  -6.5% B 
Jinshan T.JIN     7/23/07 $2.23  $0.93 -58.3% H or S 
iShares Silver Trust   SLV   3/18/08 $19.38  $14.76 -23.8% B 
Kinross Gold   KGC   4/20/07 $14.04  $18.63 32.7% B 
Lihir Gold   LIHR   11/16/07 $34.23  $24.08 -29.7% B 
Mine�nders Corp   MFN   7/23/07 $12.03  $8.65 -28.1% B 
Randgold   GOLD   12/21/07 $35.65  $70.85 98.7% T/H 
Royal Gold   RGLD   10/23/07 $31.67  $44.10 39.2% Best B 
Silver Wheaton   SLW   3/18/08 $17.62  $10.18 -42.2% Best B 

Sino Gold   SIOGF 
SGX 

(ASX) 6/18/08 $5.08  $4.65 -8.5% B 
SPDR Gold Trust   GLD   4/20/07 $68.70  $93.56 36.2% B 
U.S. Global Inv Gold 
and Precious Metals    USERX   5/19/08 $17.27  $13.38 -22.5% B 
Yamana Gold   AUY   4/18/08 $14.49  $10.72 -26.0% Best B 
*B- buy, W-buy on weakness, P- buy on speculation, S- sell, T- take pro�ts, H- hold 
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THE NEWS HAWK 
 
Uncle Sam Clamps Down 
 
The latest citizen to challenge the government’s authority in financial matters is now standing trial in 
a Nevada U.S. District Court, charged with 57 counts of income tax evasion, tax fraud, and criminal 
conspiracy. He could face life in prison at age 48. 
 
Robert Kahre, who owns construction businesses in Las Vegas, paid his workers in gold and silver 
coins and said they could declare the coins’ face value as wages – rather than the market value of the 
precious metal content – on their federal income tax returns. He did not withhold taxes from their 
wages and provided the same payroll system to 35 outside clients. 
 
Kahre contends his workers had agreed to be independent contractors, thus no tax withholding 
was required. Furthermore, he claims that since the $50 gold coins and silver dollars he used for 
payroll are designated by Congress as legal tender, people are entitled to value them at their stamped 
denominations. And using the coins’ face value to determine wages put recipients below the threshold 
for filing a federal tax return. 
 
Justice Department lawyers characterize the case as “about money, greed, and fraud.” However, 
defense attorney William Cohan argues that Kahre is an “American hero” who believed his payroll 
system helped keep the U.S. monetary system sound. Cohan says his client was engaging in a form 
of legal tax avoidance. In the absence of explicit instructions from the IRS – on its web site, in its 
publications, or in response to Kahre’s written inquiries – on how to value post-1985 gold or silver 
coins, what Kahre did can’t be a crime. 
 
Sound currency advocates might hope that Kahre’s professed “boycott of the Federal Reserve” could 
serve to lever open a window on some larger questions of monetary policy, but the judge quickly made 
it clear that ain’t gonna happen.  
 
When Cohan tried to argue Kahre’s view that the nation has debased its paper currency by 
abandoning its former gold standard, presiding judge David Ezra interrupted, saying that, “We’re not 
here to convince the jury that the ... (U.S.) monetary system belongs to an international cabal.” 
 
This is actually the second time around for Kahre, who was tried on similar charges in 2007 and 
acquitted. 
 
While the thought of thousands of employers following Kahre’s example is a pleasant one to 
contemplate, we won’t hold our breath. But if he beats the rap again, who knows? 
 
 
Derivatives on the Wane 
 
On May 19, the Bank for International Settlements released its report for the second half of 2008 
on the over-the-counter derivative activity of major banks and dealers in the G-10 countries and 
Switzerland. And for the first time on record, it showed gold derivatives declining. 
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Not trivially, either. The total notional value of all gold derivatives was off steeply, from $649 billion at 
mid-year to $395 billion at year’s end, a drop of almost 40%. 
 
In terms of weight, total gold derivatives fell about 244 million ounces during the period – 64 million 
ounces in forwards and swaps, and 180 million ounces in options. 
 
An in-depth analysis of what this apparent sea change means is beyond the scope of this short note, 
but interested readers can pursue the story, beginning with this analysis:  http://www.goldensextant.
com/commentary34.html#anchor376929 
 
 
Anti-Mining Forces Mobilize 
 
Also from Nevada: Frustrated by the legislature’s reluctance to impose new taxes on the state’s 
lucrative mining industry, activists plan to take the fight to the people. 
 
The Progressive Leadership Alliance of Nevada (PLAN) has asked its board of directors to support 
putting to voters an initiative to amend Nevada’s constitution to increase mining taxes. 
 
Presently, the Nevada constitution limits mining companies’ tax liabilities to 5% of net earnings. 
In 2007, that meant that $1.5 billion in earnings brought in only $38 million for the state and $37 
million for county governments.  
 
With the state looking at a shortfall of $1.1 billion in the next two fiscal years, PLAN thinks miners 
need to kick in more. A spokesperson says the alliance is considering a proposed constitutional 
amendment that would “strike the word ‘net’ and change 5 percent to a higher number. Another, 
even simpler solution might be to just eliminate the mining tax section from the state constitution 
altogether.” A ballot measure must pass in two elections to amend the state constitution. 
 
Nevada’s miners are already facing proposed revisions of federal rules, as Congress considers 
modifications to the 19th-century Hardrock Mining and Reclamation Act. That could be stalled or 
highly weakened by Nevada’s strongly pro-mining Senate Majority Leader Harry Reid.  
 
But in a state where two major industries – tourism and housing – have been decimated, the public’s 
attitude toward miners could turn ugly. Action at the state level can’t be ruled out. 
 
Since our portfolio includes companies with extensive interests in Nevada, we’ll be watching this 
unfolding story very carefully. 
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QUOTE OF THE MONTH 
 

“Every major primary bull market takes place in three sentiment phases. The first phase of the gold bull market 
occurred around 1999 to 2005. This was the ‘dirt cheap’ phase of gold when only the true believers assumed 
positions. Old timers probably remember back in 2000 when I wrote that the listed gold shares were so 
ridiculously cheap that they could be bought and ‘put away’ as perpetual warrants.  
 
The second phase of the gold bull market started around 2005 and is still in force. This is the phase where the 
seasoned professionals and a few more sophisticated funds take their positions. It is in the second phase where 
we see the most painful secondary corrections. And it is in the second phase where the public first notices the 
persistent rise in gold. In the current area, gold is just starting to attract the attention of the public.  
 
Every major primary bull market that I have studied or lived through ends up with a wildly speculative third 
phase. This is the phase where the public and the crowd rushes head-long into the market. We saw this last in 
the years around 2000 when people bought any kind of tech stock... ‘I don’t care what it is, if it’s tech, just get 
me in!’  

My belief is that we’re now nearing the beginning of the third speculative phase of the great gold bull market.”  
Richard Russell, publisher of DOW Theory Letters since 1958 (dowtheoryletters.com)  
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