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BIG GOLD
Big Pro�ts from the Gold Bull Market

Volume IV, Issue 1 / January 2012
The 5th Annual Gold Forecast Survey 
Dear Gold and Silver Investor, 

Are you ready for 2012? 

We have a blockbuster issue for you, our 5th annual 
gold forecast survey. I pulled out all the stops this year, 
interviewing an expanded panel of experts, including the 
senior Casey Research staff, noted economists and investors, 
gold analysts, fund managers, and bullion suppliers. They 
share their collective insight and experience that will help 
bring into focus a picture of what to expect for the year 
ahead and how to invest. 

Although our blue-ribbon selection of participants don’t 
always agree on the details, giving serious consideration to 
the underlying themes outlined here will provide the greatest 
protection for your assets AND the greatest opportunity to profit, 
perhaps in a big way.

Before we get started, though, let’s review some of the 
dominant trends we see influencing our industry in 2012, as 
well as our recommended strategies to successfully cope with 
them… 

Trend: Extreme volatility in gold and gold stocks will 
continue. The large magnitude in price swings – think last 
spring’s run-up and the mid-December selloff – should be 
viewed as normal from now on. Anticipate big swings in 
prices – likely followed by periods of consolidation where 
prices trade in a range – at least a couple times this year. 
Above all, do not let corrections shake your confidence, nor 
rising prices tempt you to chase positions.   

Strategy: Buy in tranches and after big selloffs. We 
can’t emphasize this enough. Following these two 
strategies will position you for maximum profit on 
your gold positions ahead of the mania. Those who 
attempt to go “all in” or let emotions dictate their 
buying will set themselves up for lower profits when 
the time arrives to sell. These are our primary tools 
for buying low and building positions. 

In This Month’s Issue… 
Click on the link to jump directly to an article.  
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To successfully deploy this strategy, don’t wait for us to tell you to buy after a big selloff – BIG 
GOLD is not an alert service or trading advisory. Consider any 10% correction in gold and 15% fall 
in your favorite stock (assuming no company-specific bad news) as an invitation to buy more ounces 
or another tranche. The present would qualify as such.

Trend: Delayed bullion buying likely means paying more later. Here’s a trend that should save you 
some money:  

 
The annual gold price low happened in January or February in seven of 11 years of this bull market – and 
every year but one after 2004. Silver’s low occurred in January or February in six of 11 years. Also note that 
only once for gold (‘08) and twice for silver (‘01 and ‘08) did the annual low occur after the high.

Strategy: Buy some gold and silver over the next 30-45 days. Buy more if prices fall significantly 
below the price you paid. Hold till the end of the bull market. 

Trend: Political risk for mining companies will remain high. Governments in many countries have 
increased taxes, royalties, regulations, fees, etc., on mining operations. Higher precious metals prices mean 
rising margins and profits for miners, which are in turn seen as easy prey for revenue-starved governments. 
As long as gold and silver prices are rising, expect political meddling to continue. 

Strategy: Diversify your equity positions. We monitor jurisdictional risk closely, but we might 
be compelled to sell one of our recommended companies if political winds shift dramatically 
for the worse. Recall that Pan American Silver was operating in what was widely considered as 
safe political jurisdictions – yet we were forced to sell for a loss due solely to onerous moves by 
government officials. Don’t go overweight any one country or individual equity holding. 
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Trend: Gold Stocks will not stay this cheap for long. By almost any measure, gold and silver equities 
haven’t been this cheap since the selloff in 2008 and are more undervalued now than when we first made 
this call last September. This cannot last. At some point, the move into precious metals stocks will begin, 
and today’s prices will be a faded memory. This is especially true with our big growth stories, whose stocks 
will re-rate to higher prices as their production levels jump. 

Strategy: Hold what you have, and add or average down as it makes sense for your personal 
portfolio.

Trend: The mania will start when it starts. We can’t tell you when – no one can – but our bet is that 
a life-changing run in the precious metals sector lies ahead. We aren’t there yet, and lacking a crystal ball, 
make sure you maintain exposure to this industry. 

Strategy: Take profits when you have them. We recommend taking profits when you’re up by, say, 
30% or more, our standing advice until the mania begins. The goal is to eventually take a Casey Free 
Ride on a position and use the proceeds to build your cash reserves to deploy on the next correction, 
buy a new pick, or add to your physical bullion. Do not sell your entire position. You never know 
when the market might take off. 

As you examine your precious metals portfolio and determine how to get positioned for the year ahead, 
remember that the entire Casey Research team is dedicated to finding the best ways to not only weather 
the ongoing financial and economic storm but to profit from it. 

Things are going to get rocky, and as you’re about to read, it’s not just us who believe this. To be prepared, 
make sure you own enough gold and silver. Have reasonable exposure to gold stocks. Buy in tranches and 
on dips. Don’t trade too much. Don’t panic during corrections or chase positions when they’re rising. Leave 
some cash set aside. 

The worst that can happen is to get caught unprepared when the worst happens. To avoid such an outcome, 
we’ll continue to diligently deliver the best research and guidance in our industry. We remain steadfast in 
our belief that the precious metals and mining sector is not just an attractive place to invest but one of the 
most crucial. 

Jeff Clark, Senior Editor 

http://my.caseyresearch.com/displayBgd.php?id=70#a4
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Casey Research Senior Staff
I am often tempted, following one of our editors’ meetings, to relay the information and ideas dissected and 
scrutinized behind the scenes to BIG GOLD readers. The insights offered during our discussions could be 
highly valuable for the average investor. As such, I thought I would interview the senior Casey editors – 
highly successful individuals in their respective fields before joining Casey Research (click a name to read 
their bio) – to identify what they felt were the most important trends for the coming year. Here’s the 2012 
outlook from the Casey Research brain trust…

Bud Conrad, Chief Economist, Casey Research 
(publication: The Casey Report): You’re known as 
the data king. Based on your extensive research, 
what do you see as most likely occurring in 2012 
with the US economy, the US dollar, and gold?
I see recession ahead because the US has not solved its 
overhang of debt in the financial or government sectors, 
despite Fed support via zero interest rates and various other 
schemes. Unemployment is too high, and that works to 
dampen consumption, and high oil prices divert spending 
from other traditional goods and services. I’m expecting 
negative GDP in 2012 and for unemployment to stay high.  

For currencies, I am on record predicting the euro to drop 
to $1.10 (dollars per euro) in 2012. I think the yen and yuan 
also have significant issues. The dollar has serious problems, 
too, but there are other currencies more vulnerable. So, my 
prediction of other currency weakness means the dollar will 
get stronger. 

For gold, last year I predicted it would hit $1,850 by year-
end 2011. When it hit $1,926 last September, I thought it 
might rise more. But the rise of the dollar as safe haven in 
the face of euro destruction tempered gold’s momentum, and a big correction followed. As I write, gold has 
returned to challenge its 200-day moving average in the low $1,600s. From this level a rise to $2,000 by the 
end of this year would seem like a reasonable target. A rising dollar mutes the rise in gold, but the dollar’s 
problems are serious enough to expect gold to be rising again this year. 

Do you see any “predictable surprises” that may catch the mainstream investor off guard?

The most obvious predictable surprise is that the euro system is facing dismemberment. The debt problems 
of the weaker countries exceed the resources available from the stronger countries. That is why the 18 
summits – I stopped counting – have produced little more than grandiose-sounding pronouncements. In 
the meantime, the problems remain. Several peripheral EU countries will leave the system this year. 

Two less obvious surprises will be the overall weakness in Asia, and China in particular, as outlined in my 
previous Casey Report articles.  

Some of the questions you’ll see 
ahead… 

Bud Conrad: How does gold do this 
year? 

David Galland: What critical steps 
should investors take for 2012? 

Louis James: Where should I focus my 
speculative money this year?

Terry Coxon: When should we invest 
our cash? 

Marin Katusa: Where will I make the 
most money in energy? 

Alex Daley: Does the tech industry 
survive if we have a depression? 

Doug Casey: Am I still going to get 
rich from gold stocks?

http://www.caseyresearch.com/our-staff/bud-conrad
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=231&ppref=CSR231NL0112A
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How would you recommend we protect ourselves against these things?  

The overarching threat is the deficit spending of governments across the planet and the complicit actions 
of the central banks. We can protect ourselves by investing in precious metals like gold. That is still our 
bedrock. Inflation has been manageable but will rise because the only answer to too much debt from our 
government is more spending and debt. The central bankers enable the government deficits by creating 
more money to drive rates lower and monetize the debt. 

Inflation is the inevitable response to money printing, and when it arrives in earnest, interest rates will have 
to rise. The rise in rates will make sovereign debt difficult if not impossible to finance. That is the situation 
facing many EU countries and the eventual path for the developed countries. The move is well under way 
from a private credit crisis to a sovereign debt crisis, as described in my book. Energy, agriculture, and 
technology are all investment themes that fit this big picture. 

David Galland, Managing Director, Casey Research (publication: The Casey Report): 
You’re a voice of reason that will be especially useful in light of how bad things could get. 
What scares you the most about what you see ahead?
That I am wrong about how bad things are going to get, too optimistic. Contained within the recently 
passed US defense appropriations bill is the hard coding of institutionalized renditions – and therefore 
torture – and military imprisonment without trial, in violation of the constitutional guarantee of habeas 
corpus. This is a very clear signal that we are headed into uncharted territory, at least for a modern 
democracy. That Congress would even consider such legislation is disturbing. That it would actually pass has 
to make any reasonably aware American deeply concerned.

As to investment markets, the structurally irresolvable problems of the world’s sovereign deadbeats – which 
presently include most of the world’s major economies – means that the wild times are going to continue 
until the point that they can’t continue anymore. How this all gets resolved is unknowable at this point, for 
the simple reason that in modern times the governments of the world have rarely been more entrenched in 
their respective economies than they are today (the period around WWII being the only comparable one). 
Therefore, to pry the tentacles of these governments out of all the corners of the economy they have been 
allowed to reach into is a Herculean task.

My point is that what concerns me most right now is our own government and the extreme actions they 
are likely to take as their self-made problems compound and rebound on them. Literally, anything is 
possible when the interests of the angry ape are challenged. 

What are the critical steps you think investors should be taking?

There really is only one serious option – at least for people with a net worth – and that is to diversify 
your assets internationally (and if possible, your residences). The truth of this can be seen time and again 
throughout history. I’m not talking about hitting the bid on all your worldly possessions and heading 
overseas – an option for some but certainly not for all. I mean taking deliberate and immediate steps to 
intelligently shift, say, 50% of your assets into other jurisdictions (note the use of the plural) is not just a 
good idea, it is a prerequisite for anyone looking to hedge their bets against the worst. 

It is then a bonus to find some quiet and self-sustaining corner of the world – i.e., one where water and 
food are locally available and abundant – and to take the steps to get in sync with the locals. That way, if 
push comes to shove, you can pick up the one foot in the country that you currently live in and not miss 
a step as you settle into your second home. (InternationalMan.com is one resource you may find useful in 
your deliberations.)

http://www.caseyresearch.com/our-staff/david-galland
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=231&ppref=CSR231NL0112A
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Of course, precious metals – gold in particular – will play a role in building your bullet-proof portfolio, 
but don’t try to drag your gold and silver around the world in quantity. There are a number of options for 
buying and storing the physical metals in insured vaults overseas that have been discussed in BIG GOLD – 
that’s the easy and smart way to go, in my view. [See the October 2011 BIG GOLD]

In the final analysis, things may get pretty wiggly here. But once you take the steps to protect yourself, you 
should be able to sleep better at night and get on with your life rather than fretting about the latest mad 
move taken by the angry ape. 

Louis James, Chief Metals and Mining Investment Strategist (publication: Casey 
International Speculator): You’ve devoted 7½ years to nothing but the junior mining 
sector, so what forces do you see lining up right now that will have the most impact on 
that industry in 2012?
The serious economic trouble I see bubbling up – potentially coming to a boil in 2012 – makes me 
bearish on industrial metals. That’s just for this year, however. Mid- to longer-term, demand can only go 
up, while supply will continue under increasing pressure for the foreseeable future, so I’m actually quite 
bullish, beyond the crash. I also see economic meltdown-related liquidity issues potentially hitting the 
precious metals in the near term, but that would be brief, sharp volatility that should be regarded as terrific 
opportunities to back up the truck for more. That volatility aside, I expect gold to take out the $2,000 
barrier quite easily, with $2,200 a reasonable target and $2,500 being quite possible, before the end of 2012. 
And that would be good for quality gold stocks, regardless of volatility between now and then.

For those ready to deploy new money to the juniors, what’s your advice on where it should be placed?

Choose junior producers with steady growth on tap, and better yet if they have takeover potential. Next, 
advanced explorers with large gold resources in the ground, of the sort major mining companies will be 
eyeing to prevent becoming smaller companies as they mine out their own reserves. For those willing to 
take the risk in exchange for “ten-baggers” and other high-multiple wins, there are the best of the junior 
explorers that have the cash to survive an economic meltdown and are making great progress on their 
discoveries. For specifics, see the International Speculator and Casey Investment Alert portfolios.

Terry Coxon, Senior Economist, Casey Research (publication: The Casey Report): As 
both an economist and a past gold fund manager, what should precious metals investors 
be on the lookout for in 2012? 
The biggest danger to precious metals investors in 2012 is that they will forget why they bought gold and 
silver. The extravagant printing of more paper money since mid-2008 ensures that a period of dramatic 
price inflation lies ahead. And government’s readiness to print still more money to force-feed a recovery 
from the recent recession and to suppress interest rates will only add more inflationary go-power. But the 
inflationary process takes time. While it is playing out, there could be transient deflationary downdrafts, 
perhaps as a spill-over from a new recession in Europe or as a result of a wave of demand for dollars by 
refugees from the euro. Either would push gold and silver prices down, and investors who’ve forgotten why 
they bought the metals or who never were too clear on the reason would be inclined to throw in the towel.

http://www.my.caseyresearch.com/displayBgd.php?id=77
http://www.caseyresearch.com/our-staff/louis-james
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=217&ppref=CSR217NL0112A
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=217&ppref=CSR217NL0112A
http://www.caseyresearch.com/our-staff/terry-coxon
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=231&ppref=CSR231NL0112A
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How certain are you of high inflation hitting our economy?

The Federal Reserve is a politically driven institution. High inflation is a practical certainty because so long 
as the economic recovery remains weak, the easiest course for the Fed is to keep printing. Unemployment 
and slow economic growth are NOW. Price inflation is LATER. To politicians, NOW is what matters. It’s 
the only thing that matters. In their thinking, LATER will be someone else’s problem.

Under what scenario would you begin investing some of the cash we’re holding on to? 
Not until the European Central Bank starts printing on the scale of the Federal Reserve in 2009 and 2010. 
For a moment, the dollar will look like the place to be, and it will never look that good again.

Marin Katusa, Chief Energy Investment Strategist (publication: Casey Energy Report): 
For those with minimal exposure to energy, why should investors devote part of their 
assets to this area? 
The energy market, in total, is much larger than the sum of the mining sector. As such, there are many ways 
to invest within the sector, depending on your risk tolerance. The uncertainty of the global economy has 
created a situation where our favorite energy companies are now on sale. This is in spite of the reality that 
the whole global energy sector is not finding enough new deposits to replace the depleting known deposits, 
while simultaneously the world is using more energy. 

Even with all the new technologies that have increased efficiency across the board, the global demand for 
energy is increasing, and with that will come higher energy prices. And not just oil but natural gas, coal, 
and uranium are all going to cost more in the coming years. Do your portfolio a favor and position your 
family and yourself before the mania in energy stocks starts, so you can best profit from the coming Golden 
Age of Energy.

What energy investments do you see being the best place for money this year?  

The biggest gains in the energy sector in 2012 will come from the junior exploration companies that are 
run by excellent management teams with good share structures, cash in the bank, and the ability to attract a 
major oil company to spend that junior’s money earning into the project by drilling and advancing it. If the 
project proves to be successful, the major will then buy out the junior. And that typically means a big win 
for shareholders who got in early.

Alex Daley, Chief Technology Investment Strategist (publication: Casey Extraordinary 
Technology): Some of your technology picks had big returns in 2011, but how will that 
industry fare if Doug Casey’s Greater Depression transpires in 2012?
First, understand that technology is a massive industry. There are scores of companies working on many 
new and exciting developments, so there will always be opportunity. Second, a sluggish economy or poor 
stock market doesn’t prohibit a good company offering a great new product or service. For example, 
Microsoft, Amgen, and others came of age during the 1987 stock market crash, savings and loan scandals, 
and economic sluggishness of the early ‘90s; Google and many others came out during the dot-com bust 
and ensuing flat decade. Apple’s ability to grow has not been hurt in the current environment. 

http://www.caseyresearch.com/our-staff/marin-katusa
http://www.caseyresearch.com/cm/middle-east-oil-crisis?ppref=CSR407NL0112A
http://www.caseyresearch.com/our-staff/alex-daley
http://www.caseyresearch.com/cm/global-technology-wars?ppref=CSR413NL0112A
http://www.caseyresearch.com/cm/global-technology-wars?ppref=CSR413NL0112A
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There will always be a market for someone who’s “changing the game.” And that’s what we’re on the 
lookout for: companies with a viable new technology that provides such compelling economics it makes 
no sense but for the world to adopt it. Companies whose products save money, open up new markets, or 
replace inefficient ways of doing things will find success in any market. 

What tech industries are you excited about this year? And any that investors should avoid?  

Focus on the technologies that will change or shape their sectors. Probably the most attractive 
opportunities right now are in healthcare and biotech. For example, we like a biotech company that is 
fundamentally changing the nature of renal care with home dialysis machines, drastically improving quality 
of life and increasing survival periods for patients, all at a fraction of the cost of center-based dialysis – the 
old way simply cannot compete. 

Another company is targeting orphan diseases (those with no treatment yet) with novel, genetics-based 
therapies and showing great success in early human trials. If successful, they have the market to themselves 
and will help a great number of people in the process. New technologies that change or set the competitive 
landscape like this have the potential for explosive growth.

Another opportunity we like is our recent investment recommendation in a venture capital company that 
focuses on the tech industry, a kind of early-stage investment most individual investors never knew they 
could access. This business targets companies that already have a viable product but need money to finish 
development or grow their business further. The result is a company with a huge portfolio of mid-stage 
investments otherwise not available to investors and a current dividend yield of 9%. It›s not risk-free, of 
course, but the companies are growing and yield four times more than the S&P 500. 

As far as what to avoid, don›t fall for the technology itself. Meaning, an idea that sounds revolutionary but 
may not be economically feasible, backed by weak management, or that will not work in practice. It’s more 
important to invest in great companies than great technology. Many great technologies have failed to make 
a dent in the market, simply because they were poorly marketed, managed, or implemented. Also, avoid 
technologies that require long periods before they may come to market – five years or more. It’s hard to see 
that far forward. Instead, we concentrate on companies that will reach critical milestones in the next year or 
two, which is why we›re able to provide a price and time target with our picks. 

This is the time to be picky about your equity investments; don›t buy an index fund. The last thing you 
want in this market is to be holding all stocks, good or bad. In tough economies, only the best survive, and 
fortunes shift to the most innovative.

Doug Casey, Chairman, Casey Research (publication: The Casey Report): You stated in 
last year’s survey that 2012 would be worse than 2011, so what are the big things you see 
coming to pass this year? 
A collapse of the euro; possible disintegration of the European Union (even while politicians try to hold 
it together with increasingly draconian measures, like a central taxing authority); severe deterioration in 
world economic activity; an increase in government regulation and taxation, including the US; social unrest 
worldwide. It’s going to be an ugly year.  

How important is it to keep buying gold, even at today’s prices? 

Gold and silver aren’t cheap anymore, but they’re going higher. The problem from the retail investor’s point 
of view won’t so much be a higher price (I’ll hazard $2,200 this year) but its availability. It’s also likely gold 
will fall under foreign exchange controls for private transfer. The only thing that scares me is that central 
banks are buying a lot of gold; they’re historically contrary indicators.

http://www.caseyresearch.com/our-staff/doug-casey
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=231&ppref=CSR231NL0112A
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Am I really going to get rich from gold stocks in light of the events you see ahead? 

Gold stocks are purely speculative vehicles in today’s world. As a business, mining is extraordinarily tough. 
That’s because of the technical vicissitudes of finding and producing deposits, the huge up-front costs, the 
growing tax and regulatory burdens, and not least because it’s increasingly the whipping boy of NGOs 
[Non-Government Organizations], which stir up anti-mining sentiment among the locals. But there will 
be a bubble ignited in the area, as governments create trillions more of their currency units in a desperate 
(and ultimately unsuccessful) attempt to stave off the Greater Depression. 

Gold Experts and Analysts
Rick Rule is the founder of Global Resource Investments 
(gril.net), now part of Sprott, one of the most acclaimed and 
sought-after brokers in the natural resource industry. Rick 
has spent over 30 years in the sector and is a regular speaker 
at investment conferences in the US and Canada. He and his 
staff have an extraordinary record of success in resource stock 
investing.

Wesley Legrand is a fund manager at Grand Private 
Equities in Adelaide, South Australia, a boutique advisory 
firm servicing high net worth clients, with a particular focus 
and expertise on emerging miners in the precious metal 
space. He studied economics, finance, and law at Adelaide 
University and has worked for 13 years in the stock broking 
industry.

James Turk is the founder and chairman of GoldMoney.com and a director of the GoldMoney 
Foundation. He’s authored two books on economic topics, published numerous articles on money and 
banking, and is co-author of The Collapse of the Dollar. He’s a widely recognized expert on precious metals.

Charles Oliver is senior portfolio manager of the Sprott Gold and Precious Minerals Fund. He led the 
team that was awarded the Canadian Investment Awards’ “Best Precious Metals Fund” in 2004, 2006, and 
2007. In 2010, the Sprott Fund was awarded best fund over one year in the precious metals category.

Ross Norman is co-founder of TheBullionDesk.com, an online provider of precious metals news, analysis, 
and prices. Ross has won several awards from the London Bullion Market Association for his price 
forecasting, winning in 2002 and 2006. He now runs Sharps Pixley (sharpspixley.com), which sells bullion 
in the UK and continental Europe.
Ian McAvity was a co-founder and has been a director and/or trustee of the Central Fund of Canada 
(CEF) since 1983, Central Gold Trust (GTU) since 2003, and Silver Bullion Trust (SBT.U) since 2009. He 
is president and CEO of Duncan Park Holdings Corp. (V.DPH). He has been writing the Deliberations on 
World Markets newsletter since 1972.

What should we watch for that will 
influence gold this year?

How high, and low, will prices go in 
2012?

Will gold stocks break out of their funk 
this year?

Is the silver price vulnerable to a 
slowing economy?

How should precious metals investors 
position their portfolio?)
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BIG GOLD: What forces should investors be watching for in 2012 that would be 
positive and negative for gold? 

Rick Rule: The positives are straightforward: Increasing private ownership in emerging and frontier 
markets, gold’s inclusion in retail and institutional portfolios in the West, and the deterioration of the 
traditional fiat-money denominators, like the euro and the dollar. Negatives include investor reactions to a 
2008-style liquidity crisis, higher interest rates, or investor response to market volatility. Remember that the 
great 1970’s bull market was punctuated by a 50% decline in 1975.

Wesley Legrand: QE3 and any other money-printing initiatives would be positive for gold. Any 
deflationary episode in the absence of (or delay in) money printing and the associated forced deleveraging 
would be negative for gold in the short term. 

James Turk: There are so many positives, but I think two stand out. First, central bank money printing 
means that hyperinflation of fiat currencies is getting closer and closer, and gold and silver are the only 
money that will protect your purchasing power from this onslaught. Second, gold’s timeless attributes that 
made it money have not been lost, only ignored or forgotten in recent decades. These attributes are now 
being rediscovered by buyers around the globe who willingly exchange their fiat currency for a tangible 
asset with a proven track record over the millennia of preserving purchasing power without counterparty 
risk.

I don’t see any negatives, other than periodic government interventions aimed to keep the gold price from 
exploding. But the occasional price drubbings foisted on gold have no long-term consequence.

Charles Oliver: The big event in 2012 is likely to be some short-term resolution to the European debt 
crisis. We may see countries try to implement austerity measures. However, with the European economies 
already sinking into a recession, austerity will likely invoke fears of another great depression and citizen 
protests. 

I think all markets will suffer under a recession. Ultimately, the European and global community will 
reduce their focus on austerity and once again embark upon quantitative easing or some other version of 
money printing. A new round of currency debasement will occur, which will be very positive for the gold 
price and likely take it to new highs. 

Ross Norman: Gold will continue to confound the newswires by sometimes acting as a risk asset and 
sometimes a safe haven. The positives for gold will be strong fundamentals, a deepening Eurozone crisis, 
and renewed investment and Asian central bank demand. The negative will be the corollary to a weak 
Europe – and that’s a stronger US dollar. While gold and the dollar can travel together – as opposed to the 
more traditional negative coefficient – this does not work so well in the longer run. 

Ian McAvity: There are three overwhelmingly bullish forces for gold in 2012: 1)The US and European 
Central Bank’s commitment to sustain near-zero interest rates in the misguided belief that free money will 
stimulate borrowing for private-sector consumption and investment. Negative real returns on paper more 
than offsets the opportunity cost of owning gold. 

2) No early resolution of the name calling and uncertainty over expanding the European bailout fund. It 
will resemble Los Angeles Highway expansion planning; by the time anything is approved, it’s obsolete 
before construction actually starts. 
3) US election year uncertainties will restrain forward planning by the business sector, while consumers 
will mistakenly vote their pocket book. Whoever promises the greatest relief for their mortgage debt, the 
longest unemployment benefits extension, and the most aggressive attacks on “the rich” will demonstrate 
the structural flaw of modern democracy catering to the lowest common denominator. Despite his lousy 
poll numbers, Obama is likely to be reelected, which would be bullish for gold and bearish for America. 
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BIG GOLD: Give us your best estimate on gold’s high this year. And, what’s your low 
price that would represent a good buying opportunity? 

Rick Rule: $2,250? I would suggest a 50% retracement or more from the highs – $850 would be a good 
washout buy. A price that low is not impossible and has precedence. In a credit seize-up, with the volatility 
we have seen, downside washouts can be spectacular.

Wesley Legrand: Estimate of gold’s 2012 high: $3,000. Potential low: $1,350. 

James Turk: Any price is a good buying opportunity and will remain so until gold is at least $5,000 per 
ounce. It is unlikely we will see that price in 2012, but it will probably be reached in 2013 or 2014. The 
high in 2012 is likely to be $3,000 or slightly more.

Charles Olivier: No matter how bullish the fundamentals are, it is always important to look at the 
downside. In the 1970’s gold rally, there were several big pullbacks. If the gold price were to have a 50% 
retracement of its upward move from $700 in November 2008 to its high near $1,900 in September 2011, 
then you could see a price of $1,300. I do not expect to reach those levels, but if it did it would represent a 
great buying opportunity. On the upside, I believe gold may go north of $2,200 this year. The ultimate price 
will likely be a function of Europe and the global community’s decision of how much money to print. 

Ross Norman: I could see breaching the $2,100 figure quite comfortably. Dips to $1,550 would be very 
attractive buy levels.

Ian McAvity: I believe the dollar/oz and euro/oz gold price will exceed their 2011 peaks (US$1,912 and 
€1,356) by a 15% or greater margin. The altitude will be determined by the magnitude of mistakes yet to 
be made by the political/banking elites trying to resolve the European sovereign debt crisis while trying 
to avoid precipitating another “Lehman-like event” in Europe or America. The latter is a major risk but 
impossible to forecast with specificity. Looking at the dominant players in the game is like watching a 
juggler with six balls in the air and one arm in a sling; the act may be impressive to watch, but the ultimate 
outcome appears structurally predetermined. 

Bearish risk for gold could be excessive euro weakness fueling a panicky flight to the US dollar, where 
gold may lag in response, before the US fights back to regain its dollar depreciation objectives. Gauging 
risk/reward prospects from the current $1,550 level, perhaps $1,450 is a risk, while $2,200 to $2,500 may 
be prospective upside, which makes prices at or below $1,600 a good buying opportunity.

BIG GOLD: Gold stocks were a big dud for investors last year, and many of the catalysts 
that would normally push them higher have failed to do so. Do you see this changing in 
2012? 

Rick Rule: I do see gold stocks performing better this year. The seniors are finally performing operationally 
and generating mountains of cash, which they can use for dividends, share buybacks, internal growth, or 
acquisitions. The sector is reasonably priced, in direct contrast to last year when the sector was stupidly 
expensive. We are now in a discovery cycle, the consequence of 10 years of focused exploration spending. 
All very bullish.

Wesley Legrand: We expect the gap that has opened up between gold stocks and the gold price to be 
closed in slingshot fashion, such that gold stocks will ultimately deliver the leverage that investors seek, 
particularly as investors and analysts realize that gold is still cheap and therefore the forecasts they’re using 
in valuing gold stocks are way too low.
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James Turk: Yes, it will change because the gold stocks are tremendously undervalued. Such levels of 
undervaluation are always rewarded with higher prices – eventually. Sometimes the markets require 
an exceptional amount of patience. Don’t let emotional sentiment interfere with your investment 
decisions. Focus on accumulating good value, which is what the mining shares currently offer.

Charles Oliver: Gold stocks in 2011 acted like stocks first, and their performance diverged considerably 
from gold bullion, which did well during the same time period. This was very reminiscent of 2008. I expect 
gold stocks will play catch-up to bullion in 2012, very much like they did in 2009 when gold stocks soared. 
I also think that many stocks underwent tax-loss selling at year-end 2011, and we could see a bounce early 
in the New Year.

Ross Norman: I don’t see gold mining equities outperforming gold yet. Our view is that the gold price 
is composed of two components – one that has been supportive of mining equities and a second that is 
peculiar to gold only and not beneficial to equities. The first factor is essentially gold’s supply and demand 
fundamentals; these remain positive and have prompted gains of approximately 16% year on year since the 
bull run began a decade ago. It is to this driver that, as I see it, mining equities are tied. 

Over and above the 16% fundamental gain, gold has risen an additional 12% in the last two years for the 
“economic premium” as a result of the global debt crisis. This pertains to gold’s other role as a safe-haven 
asset and one that mining equities have not benefitted from so far. If the crisis intensifies, then that may 
change. 

In the 1930s, the Homestake share price was initially unaffected by the economic crisis before rallying over 
1,000% – while smaller gold miners failed because of the credit crisis and a lack of liquidity. Today, mining 
shares reflect the positive gold fundamentals and not the economic premium, and for now we do not see 
that changing. 

Ian McAvity: Gold mining shares are always vulnerable to broad stock market weakness, with greater 
downside risk than gold, such as we saw in 2008/09. I expect serious weakness in the S&P 500 in early 
2012 could take gold producers down further – but then they could produce another of their periodic 
impressive upside spurts. Contrary to popular mythology, they have rarely ever produced sustained profit 
leverage on high gold prices historically. Their inability to control operating and/or capital costs has sadly 
been their most consistent trait. The more they spread out around the world, the greater the geopolitical 
risk they build into their share price, which is worrisome. 

Junior explorer/developers were brutalized by year-end tax-loss pressures after a lousy year. They enter 
2012 as the better prospective winners in 2012. But they are much riskier, which argues in favor of taking 
a basket approach rather than trying to pick one or two winners. GDXJ, the Junior Gold Miners ETF, is a 
useful vehicle for buying diversification in the sector. 

BIG GOLD: What’s your outlook for silver this year? And what’s more likely: a slowing 
global economy dragging it lower or currency concerns pushing it higher?
Rick Rule: A real wild card. Last year’s price escalation takes the upside pressure off, but the discrepancy 
between paper trades and physical inventories could augur for a major upside move.

Wesley Legrand: Silver should outperform gold in relative terms in 2012, and the gold-to-silver ratio 
should continue to fall, predominantly driven by currency concerns and an underlying fundamental physical 
shortage, despite a slowing global economy. 
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James Turk: I remain more bullish on silver than gold, but unfortunately silver comes with a lot of 
volatility, and that may not be for everyone. I measure this volatility with the gold/silver ratio, which is 
presently around 54. I expect the ratio to reach 30 during 2012. So if my $3,000 forecast for gold proves 
accurate and the ratio drops to 30, my price target for silver in 2012 is $100. 

Charles Oliver: My long-term outlook is that silver outperforms gold. I view silver as a precious metal 
and store of wealth and believe that it should go higher. In the short term, however, there is a risk that 
silver will act like it did in 2008, when the market treated it as an industrial metal. On the positive side, I 
expect continuing debasement of currencies and note that the silver market is very tight on inventory. This 
low inventory and the launch of new silver ETFs in 2012 will likely cause significant upward pressure on 
the silver price. I expect new highs to be made in 2012 and would not be surprised to see it reach $100 an 
ounce.     

Ross Norman: I see silver as a “geared” play on gold. And with gold likely to be quite volatile, one could 
expect the same from silver, with some amplification. I don’t quite buy into the shortage story attached to 
silver and remain concerned about its fundamentals, so a low-growth economic environment could remain 
a drag on it.

Ian McAvity: Silver burned a lot of players badly in early 2011 and enters 2012 with a lot of that scar 
tissue intact. I think a new high on gold and then a strong rebound from lower lows on the miners should 
set the stage for the next leg up in silver. But that may come later in 2012. Gold itself, as an alternative 
global currency play, will be the locomotive, with silver prospectively the caboose. 

BIG GOLD: What’s your best investment advice for precious metals investors in 2012?
Rick Rule: Stay liquid. Use volatility. Sell short-dated puts and calls on seniors when the VIX is above 
30. Participate in private placements with high-quality juniors. Be brave when others are afraid, and afraid 
when they are brave. 

Wesley Legrand: Keep the faith. Buy the dips. Own both physical bullion and mining shares (preferably 
producers in relatively safe countries). Above all, remain nimble, as volatility will remain very high. 

James Turk: Continue to buy gold, and if you are willing to accept the volatility, buy silver too. Accumulate 
these physical precious metals (not paper gold or paper silver) on a disciplined dollar-cost averaging 
program. View gold as your savings. Everybody needs to save for the future, and accumulating gold is the 
best way to do that.

Charles Oliver: I believe we’ll continue to be in a bull market for precious metals and hard assets. The 
question we need to ask is, how long will it last?  It could last another decade! I recommend people read 
Lords of Finance by Liaquat Ahamed that looks at the 20-year period between WW1 and WW2, when the 
world had too much debt, much like we have today. Ultimately it will be the politicians who control the 
printing presses that decide how high bullion prices go. We are currently in a world where politicians have 
promised entitlements to the populace well beyond their capabilities. Austerity and cutbacks are needed, 
but politicians typically cave to the wishes of the voters, defer cutbacks, and opt for printing money, which 
solves nothing and debases currencies. Stay long gold and silver.

Ross Norman: I have historically taken long-term strategic positions in precious metals and only traded 
two or three times a year. But with heightened price volatility, more entry and exit points are naturally 
created – the corollary to which is that there are more opportunities and even greater risks. As such, trading 
with tighter stops and keeping a short-term view on the market, with a close eye on technical levels, is 
probably wise. In practice, this would mean buying on technical support levels and letting your profitable 
positions run. 
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Ian McAvity: Patience, and avoid the temptation to short-term trade if your objective is long-term 
protection. 2012 may be a very volatile year, buffeted by weak global economic reports induced by ongoing 
private debt deleveraging in the real world despite governmental debt creation and Ponzi-like reshuffling of 
tainted sovereign debt.   

Precious Metals Equity Fund Managers
John Hathaway manages the Tocqueville Gold Fund. He 
began his career as an equity analyst at Spencer Trask & Co. 
in 1970. He joined Tocqueville as a senior partner in 1998, 
managing monies for individual and institutional clients, 
following a gold strategy. He is a CFA charter holder, has 
a BA degree from Harvard College, and an MBA from the 
University of Virginia.

Frank Holmes is the head of US Global Investors, which 
manages 13 no-load mutual funds, many of which were 
among the top-performing funds over the past 10 years and 
recognized for consistently high performance by Lipper 
Fund Awards. Frank co-authored the book The Goldwatcher: 
Demystifying Gold Investing and is a regular commentator on popular financial TV programs.

BIG GOLD: Does the gold price “revert to the mean,” or do you see a permanent re-
pricing ahead? 

John Hathaway: World monetary arrangements are in the midst of permanent change. The end result is 
going to be a diminished role for the US dollar and an enhanced role for gold. This will entail a revaluation 
of gold in terms of all fiat money that is permanent.

Frank Holmes: We believe gold has another 10 years as part of a super-cycle. Within this time frame, we 
can expect it to be quite volatile. That’s why it is important to manage expectations by understanding its 
inherent volatility. 

Over the past 10 years, gold’s 12-month volatility has been about plus or minus 15%. For example, when 
the price increases 30%, the odds favor a correction. Historically, a 15% correction leads to robust rallies and 
new highs. Another way to view volatility is to look at how often gold increases or decreases 10% over 20 
trading days. Based on the past five years of data, gold bullion has seen 10% swings about 7% of the time, 
suggesting that over any rolling month, there is less than a 10% probability that gold surges or corrects 
10%. 

Is a permanent re-pricing for gold 
ahead?

Will gold stocks break out of their funk 
this year?

What gold stocks do you like right 
now?

What’s your advice for precious metals 
investors for 2012? 
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BIG GOLD: Gold stocks were a big dud for investors last year, and many of the catalysts 
that would normally push them higher have failed to do so. Do you see this changing in 
2012? 

John Hathaway: Continued strong cash flows, which support dividends and growth, should be reasons 
investors reconsider the attractiveness of gold mining equities and are one of the primary reasons investors 
will change their view on the sector. Relatively attractive valuations will be a catalyst for investor interest. 
We expect more M&A [Mergers & Acquisitions] activity during 2012, especially with current valuations 
as low as they are and cash flows as strong as they are. Less volatility in the overall equity markets should 
make investors more comfortable owning gold mining equities, as volatility seems to be one of the 
explanations why investors have avoided gold equities.

Frank Holmes: Interestingly, the prices of gold and oil increased this year, yet gold- and oil-related 
stocks decreased along with many other equities. Companies have recognized this historical value, with 
a number of recent buyouts at substantial premiums of up to 100% to the share prices on the day of the 
announcement. By comparison, in 2006, takeout prices were only a 10% premium to prevailing stock prices. 

Over the next several months, the record disparity between gold and gold miners should narrow. For long-
term investors, the gold companies we find attractive include dividend-paying senior miners with growth in 
production and reserves, and juniors that trade at substantial discounts in reserves per share.

BIG GOLD: What mining stocks do you like right now?
John Hathaway: We can’t comment on individual stocks, but our top ten holdings are physical gold, 
Goldcorp (GG), Newmont (NEM), Osisko (T.OSK), Randgold (GOLD), Silver Wheaton (SLW), Royal 
Gold (RGLD), IAMGOLD (IAG), Ivanhoe (IVN), and Eldorado (EGO). 

Our thoughts are that as companies continue to be undervalued yet bring more production online in 2012, 
continued increases in cash flow and new M&A activity could see a lot of positive change in the gold space 
going forward. 

Frank Holmes: Our favorite senior miners are Franco-Nevada (FNV) and Randgold (GOLD). Franco-
Nevada pays monthly dividends, offers growth with high profit margins, and has no debt and high levels 
of cash on the balance sheet. Randgold offers investors a dividend yield higher than one-year government 
bonds and potentially healthy growth in production and dividends. 

Silver Wheaton (SLW) is another royalty company with high profit margins and leverage to rising silver 
prices. We also like Gran Colombia (T.GCM), which is the most undervalued pure gold stock in the 
GDXJ ETF.

BIG GOLD: What is your best investment advice for precious metals investors for 2012?
John Hathaway: The current investment environment is experiencing a lot of volatility in the market. We 
see this as a great opportunity to invest in both gold and the mining stocks. Given the underperformance 
of the gold mining equities, the contrarian inclination should be to add to the gold mining equity position 
as valuations are attractive, while the fundamentals for a firm to rising gold price remain intact.

Frank Holmes: I often discuss the Fear Trade and the Love Trade as significant drivers of gold. The Fear 
Trade is what you often hear from the media, and it is driven by factors such as negative real interest rates. 
The Love Trade is associated with rising incomes and a cultural affinity for gold in emerging markets, 
particularly in India, Hong Kong, China, and Russia, which account for 60% of world jewelry demand. 



BIG GOLD    JANUARY 2012 16

Today, the seven most populated countries are printing money at 15% growth rates, holding low levels of 
debt, have rising incomes, and offer investors negative real rates of return in bank deposits. History suggests 
this is a recipe for rising gold prices. 

We continue to recommend investors have 5% of assets in gold and 5% in gold stocks. 

Economists and Hedge Fund Managers 

Bill Bonner is the president and founder of Agora, Inc., a 
worldwide publisher of financial advice and opinions. He is 
also the author of the Internet-based Daily Reckoning and a 
regular columnist in MoneyWeek magazine. 

Frank Trotter is president of EverBank Direct and a 
founding partner of EverBank.com, a national branchless 
bank that was acquired by the current EverBank in 2002. He 
received an MBA from Washington University and has over 
30 years experience in the banking industry.

Dr. Krassimir Petrov is an Austrian economist and holds 
a Ph.D. in economics from Ohio State University. He was 
assistant professor in economics at the American University 
in Bulgaria; associate professor in finance at Prince Sultan 
University in Riyadh; and later at Ahlia University in Manama, Bahrain. He is currently teaching at I-Shou 
University in Taiwan. He is a former contributing editor for Agora Financial and Casey Research.

Steve Henningsen is chief investment strategist and partner at The Wealth Conservancy in Boulder, CO, 
assisting clients interested in wealth preservation. Current assets under management exceed $250 million.

Peter Schiff is CEO of Euro Pacific Capital and Euro Pacific Precious Metals (europacmetals.com) and 
host of the daily radio show The Peter Schiff Show (schiffradio.com). He is the author of the economic 
parable How an Economy Grows and Why It Crashes and Crash Proof 2.0. He’s a frequent guest on CNBC, 
Fox Business, and is quoted often in print media.

Brent Johnson is a managing director at Baker Avenue Asset Management, a San Francisco wealth 
management firm with over $750 million in assets under management. He’s also the founder of Santiago 
Capital and the Santiago Gold Fund. Prior to Baker Avenue, Brent was a VP at Credit Suisse for over 10 
years. 

Bob Hoye is chief financial strategist of Institutional Advisors and writes Pivotal Events, a weekly market 
overview. His articles have been published by Barron’s, Financial Post, Financial Times, and National Post.

BIG GOLD: From a global economic standpoint, what are the things you see most likely 
occurring in 2012?
Bill Bonner: There will be more patches to the European debt crisis, but no resolution. Likewise, a 
downturn in the US will produce policy responses but no recovery. The Great Correction will continue.

What will happen with the global 
economy in 2012?

Are European-style sovereign debt 
concerns headed to the US?

Is the broad stock market likely to crash 
again?

How will gold perform this year?

What’s your best investment advice for 
2012?
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Frank Trotter: While we remain long-term optimists, perhaps against the evidence, we do see some 
significant issues in 2012. First, Europe is likely to make strong statements about fixing its issues at the 
top of the year, then spend the rest of the year backsliding in practice. In the US, there are currently zero 
likely electable candidates from either party who will do anything to reduce the deficit or spending patterns 
except along their own political preferences. And of course the Fed stands ready to do another ineffective 
monetary stimulus whenever bad numbers come out. We think that while OWS and its kind have found 
neither message nor method so far, that some group will, producing some social unrest here as well. The 
net of this may be a strong US dollar purely as a “flight to quality” but followed down the road by years of 
continued depreciation.

We see some slowing in Asia, and of course China seemed to be on a high wire between continued strong 
growth and the bursting of a bubble. Commodities and commodity-based currencies may give up some 
ground before China starts the engine again as the US struggles to its feet.  

Krassimir Petrov: I expect Europe to remain center-stage, as its problems are not getting resolved and 
will only get worse. Debt continues to accumulate. More bailouts will be necessary; otherwise, things 
will turn ugly very quickly. The ECB will be forced, quite reluctantly, to monetize more debt. Most likely, 
the Eurozone will enter a recession that will significantly exacerbate already-existing problems. Many 
banks will get in trouble. The US is also weakening and will likely enter a recession. Asia will necessarily 
experience a slowdown. We will be likely talking about a global recession and a renewal of the global 
financial crisis.  

Steve Henningsen: A flip of the calendar will only bring more of the same in 2012, as China’s economic 
dragon continues to cough fumes and Europe’s inability to accept the reality of its insolvent banks (a 
psychological condition it shares with many of its fellow matured market brethren) causes it to dive deeper 
into recession. Meanwhile, US profit margins imitate Icarus, as continued consumer belt-tightening causes 
them to fall back to earth. This, coupled with continued high unemployment, forces the US economy to 
once again flirt with recession. (I am sympathetic to the argument that we never left the previous recession; 
we only printed over it.) 

Peter Schiff: The problems that plagued the world in 2011 will likely persist into 2012. Debt and 
uncertainty will continue to corrode the arteries of commerce. Governments around the world will 
continue to print money to pick up the slack and continue to ignore the dangers such printing creates. 
Fears of sovereign default will continue to haunt the market; any developments that seem to minimize the 
likelihood of default will be welcomed. Even quantitative easing, which is widely reviled, usually sparks a 
market rally simply because it allays default fears. But the markets really want a credible plan that the debt 
problem will be controlled. If such a plan arises in Europe, then I believe the negative focus may shift to 
America, or possibly Japan.   

Brent Johnson: I think we see a continuation of this epic battle between deflation (which is what the 
markets want) and inflation (which is what the central banks of the world want). As a result, there will be 
tremendous volatility. A lot could be said, but quite simply I see a) continuing sovereign crisis in Europe; 
b) potential further cut in the credit rating for the US; and c) more QE from the ECB [European Central 
Bank] and Fed. 

Bob Hoye: Throughout history, the most dominant event has been a great financial mania, otherwise 
known as a bubble. The action in 2007 – including the behavior of credit markets, stocks, commodities, 
real estate, silver and gold – replicated the classic pattern as our bubble collapsed into a serious contraction. 
The initial crash completed in March 2009, which set up the first business expansion. This likely completed 
in mid-2011, and further credit deterioration in 2012 seems inevitable, which would confirm the start of 
another recession. One of the features of every post-bubble contraction has been severe recessions and weak 
recoveries.

http://en.wikipedia.org/wiki/Icarus
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BIG GOLD: Sovereign debt concerns made headlines in 2011 – to what extent do you 
see this continuing in 2012? Will the US escape the currency concerns Europe has had, 
or should we expect similar or even greater problems?
Bill Bonner: The US will continue to be a place of refuge for investors. Unfortunately, it will turn out that 
they are taking refuge in a bear’s cave.

Frank Trotter: Last fall, Greece found out that “liquidity only matters when it’s the only thing that 
matters,” not because anything really changed for Greece but rather that the markets did not provide 
liquidity when requested, at least as measured by price. Italy, the same. We think that sovereign debt issues 
will continue to make headlines, but US state and local governments could join that list. 

Most important, we think that the markets have Attention Deficit Disorder, unable to focus on an issue for 
more than a month before the herd lurches off to another crisis topic. This probably means that a problem 
festering for some time will explode onto the scene with everyone saying “Where did that come from?” – 
when it has been there all along. 

Krassimir Petrov: The sovereign debt crisis will only get worse. Actual defaults are very likely, and some 
banks will get in trouble. Governments will mostly pretend to be solving the debt problems. They will talk 
about austerity, but their “solutions” will be the same: print more money and kick the can down the road 
one more time. This strategy will continue to work a little longer for the US, UK, and Japan, but it won’t 
work for some European countries. 

While I do not foresee the Eurozone completely falling apart, we should expect some of the PIGS to opt 
out of the euro currency as a “solution” to their debt problems and to reintroduce their old currencies. The 
problems of the US, UK, and Japan will get a lot worse but will probably not reach crisis proportions. The 
world will likely stay focused on Europe for some time.   

Steve Henningsen: Sovereign debt problems will stumble into the new year, as central banks continue their 
sophisticated process of throwing acronyms against the wall in the hope that something sticks. 2012 might 
be the year that Japan’s debt problems steal the spotlight from a splintering Europe. With all of the debt 
problems facing these demographically challenged areas, the US dollar just might live to decline another 
year, as investors run to board the perceived safety of the US dollar Titanic.   

Peter Schiff: Ultimately, the US will be held to account. Thus far we’ve been given a pass because the 
negotiations in Europe have been so messy and so public. In truth, we have been much less successful 
in confronting our chronic indebtedness. We aren’t going to escape. When markets finally recognize the 
inability of the United States to meet its debt obligations, the fallout will be brutal. Fortunately, we’ve been 
granted a good deal of time to get our house in order; unfortunately, we have not used our borrowed time 
wisely. It is clear to everyone that Washington will not rise to the challenge.   

Brent Johnson: I definitely see this being a continuing issue. Anyone who thinks this is going to end 
well is just kidding themselves. I don’t know exactly how this all plays out, but it won’t be without a 
significant amount of pain. To say that the European banks and sovereigns have a huge debt problem is an 
understatement. And as hard as they may try, they cannot solve their debt problem by adding more debt. 
The US is in the same situation. 

The US has one leg up on Europe, however, as it has already recapitalized its banking system. European 
banks are in much worse shape (and that’s saying something). But that doesn’t mean the US comes through 
2012 unscathed. Europe is coincidently dragging the US down with it… as pressure mounts on the euro, 
investors will flee to the “safety” of the US dollar and push it higher. This is the last thing the Fed wants; it 
wants a depreciating dollar and assets denominated in dollars to rise.
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Bob Hoye: Sovereign debt problems were preceded by the subprime disaster, which led to the shocking 
hit to corporate and municipal bonds. This will continue in stages until all borrowers, underwriters, and 
lenders vow, “Never again.” Long-dated Treasuries are the next to get hit by another great bond revulsion. 
Action on the 10- and 20-year futures has become speculative, and our proprietary model is registering a 
significant top. 

BIG GOLD: What’s your outlook for the broader stock market this year? What odds do 
you give of another crash like in 2008/09 occurring?
Bill Bonner: The US stock market has still not completed its rendezvous with a major bottom. Look for a 
resumption of the bear market that began in January 2000.

Frank Trotter: There’s certainly a possibility that one or more stock markets will drop into the abyss. The 
probability is that things will continue to just grind along sideways. Keep in mind that there is a 
tremendous amount of cash on the sidelines, and from mutual funds flows we know very little is entering 
the market in any sector. So if investors in general sense even a glimmer of hope, a small attitude shift could 
result in a bump up in prices, to be followed by another bump as this is seen as confirmation of the action. 
It’s a false dawn, in our view.

Krassimir Petrov: I share the view that the stock market is largely uninteresting and increasingly irrelevant. 
It will serve as a sideshow and distraction for both the masses and the professional money managers, while 
the real action will be in currencies and commodities. 

Steve Henningsen: I expect a repeat of 2011’s volatility, with the markets ending the year flat to down 
when “nominally measured.” I don’t believe the central banks will allow another “crash,” as they will do 
whatever they must (QE3?) to prevent another liquidity event, thus hastening the probable demise of fiat 
currencies. (The presidential election is the wildcard this year!)

Peter Schiff: I believe the market will continue to move sideways in 2012, with an upward bias due largely 
to increasing global inflation. Although the economy will remain weak, there is simply too much liquidity 
for a crash. However, stocks will lose value when priced in gold. The big question for me is what happens 
when the dollar loses its luster as a safe-haven currency and starts retreating in the face of grim economic 
news. In a sideways market, currency moves take on even greater significance. 

Brent Johnson: I really think it depends on the timing and the size of QE3. Without any further QE, I 
think markets as a whole trend lower, and potentially as low (or lower) than 2008. However, I don’t think 
the ECB and Fed will let that happen. They will respond to deflation the same way they always respond to 
deflation: print money. 

It is important to emphasize that the world’s current monetary system simply cannot withstand sustained 
deflation because the system is designed to grow. If it doesn’t grow and deflation is allowed to go 
unchecked, the entire system eventually collapses. If central banks print, the stock market could rise next 
year in nominal terms, though in real terms it doesn’t.  

Bob Hoye: Our forecast anticipated that a speculative surge would complete around April 2011. A cyclical 
bear market for stocks, most commodities, and corporate bonds would follow. After strength into January 
2012, the bear could resume.
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BIG GOLD: How do you see gold performing this year?
Bill Bonner: Caught between a deflationary correction in the private sector and inflationary counter-
cyclical money printing in the public sector, gold will probably remain about where it is.

Frank Trotter: When the dust settles, we see gold edging up for the year by 10-15%. Expect some 
selling near term, as those wearing rose-colored glasses sound the all clear and a flight to “quality” moves 
exclusively to the US dollar. But then we see gold prices firming and settling into the old slow and steady 
rise, assuming that there are no “events.” 

Krassimir Petrov: We should expect more of the same for gold: the price continues higher while the 
mainstream calls it irrational and a bubble, constantly scaring us with deflation. However, with the 
sovereign debt crisis, gold fundamentals have improved significantly over the last year. I expect gold to 
outperform all broad asset classes for many years – including all currencies and commodities – and to 
therefore be the best-performing investment for 2012.

Steve Henningsen: While I believe it will be another positive year for the “shiny one,” my guess is that it 
will be an extremely volatile ride, as liquidity crises, the allure of the US dollar, and continued central bank 
intervention will work to hold back gold’s true price. Although I would be happy to see it end the year at 
$2,200, should the Federal Reserve be forced into QE3, this will be a very conservative figure. 

Peter Schiff: I think 2012 will be a good year for gold, especially given the pullback we saw in the second 
half of 2011. Central banks will surely keep on inflating, interest rates will remain low, and stocks will 
remain volatile. In such an environment, the allure of gold will remain high. The inflation-adjusted high for 
gold is north of $2,200 per ounce, and there are still many large global players who have yet to move into 
precious metals. When we get greater institutional involvement in the precious metals market, I think the 
upward trajectory will really accelerate.  

Brent Johnson: I think gold will end 2012 higher than it did in 2011. I try not to give specific targets 
because it really depends on the timing and size of QE. To fully back the monetary base with gold at this 
point would mean a gold price of approximately $10,000. I don’t think we are going back to a 100% gold 
standard anytime soon, but having just a 20% backing would indicate a price north of $2,000. We currently 
have enough gold to back about 16% of the monetary base. If the monetary base is increased by another 
30% (which is the average growth rate since 2007) and maintains the coverage ratio of 16%, gold would 
rise to about $2,300. So a price above $2,000 in 2012 is certainly within reach, and I expect that to happen. 

I have zero doubt that in the end gold will move to new highs, but it doesn’t mean there won’t be scary days 
along the way.  

Bob Hoye: Gold’s nominal price in dollars is widely followed; however, the real price keeps track of the 
costs of mining relative to the bullion price. For example, if energy prices (crude) decline relative to the 
bullion price, producer profitability increases. And as the real price goes up, it enhances the valuation of 
gold discoveries. Historically, the real price sets a significant low as financial bubbles blow out – which we 
saw in 2007 – and then starts a bull market independent of what the dollar price is doing. 

Typically, the post-bubble bull market can run for around 20 years, making gold mining and exploration 
the most dynamic investment sector on the planet. Think of “juniors” as the equivalent of small-cap tech 
stocks in 1996. 
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BIG GOLD: What’s your best investment advice for 2012?
Bill Bonner: Hold cash. Buy gold on dips. Sell stocks on rallies.

Frank Trotter: Diversify not in the traditional sense of large cap and mid cap, but rather into multiple 
areas where there is protection as opposed to potential for outlandish gains. Buy a second home in 
Argentina. Open a brokerage account in Sydney. This is another year to focus on return of capital over 
return on capital. As noted above, there’s a chance all that cash comes off the shelf and into the market, so 
don’t ignore the mainstream completely, but look mostly for low-risk speculations and, of course, that blood 
flowing in the street.

Krassimir Petrov: With a weakening global economy, stocks, real estate, and commodities are not likely 
to perform well. Bonds are overexposed to default, inflation, and currency risks for a negative real return. 
Currencies will be printed to solve every problem of the world. There is simply nothing left but gold. The 
real confusion comes from the false argument between inflation and deflation, which is largely irrelevant 
for gold; the relevant argument is between boom and bust. In my view, 2012 will be a bust year. In an 
environment of bust, gold outperforms everything else, whether inflation or deflation. 

Steve Henningsen: My investment strategy will continue to focus on “wealth preservation.” We continue 
to maintain a high weighting to gold and silver bullion, precious metals equities, and cash, awaiting 
better opportunities for investment. We have a low allocation to bonds, and although we won’t touch any 
sovereign debts, I don’t have the guts to short US Treasuries after getting my hands burnt in 2011. I would 
recommend exposure to stocks be done via investment managers that “hedge” or use “long/short” strategies, 
as “buy and hold” won’t work in this environment. My best advice for 2012 would be to stay liquid and be 
patient.

Peter Schiff: Rather than falling for easy optimism, Americans should understand that we have not 
really addressed our economic problems. We need to prepare for a real crisis. Add gold and silver to your 
portfolio, and think about adding resource investments and foreign stocks. 

Brent Johnson: Get at least a portion of your portfolio into some real assets that will protect against the 
continued devaluation of the dollar. With more than $100 trillion in entitlement obligations, the US will 
inflate this unpayable problem away. I thus expect inflationary pressures to pick up in 2012. And the best 
inflation protection is to own gold.

Keep some of your portfolio in cash, and keep it in dollars. Not because the dollar is a safe currency, but 
because volatility and deflationary pressures will present some very good assets that may trade very cheaply. 
If you invest in the stock market, use a tactical strategy with downside protection. Buy and hold may not be 
dead, but it’s down for a very long nap.

Bob Hoye: Over the next year or so, most stock markets could be much lower, while gold could make some 
outstanding gains — particularly in the juniors. Fixed-income investors should avoid risky stuff and be 
positioned in four-year US Treasury notes to avoid a whack as the long bond declines in price.
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Bullion Suppliers
Andy Schectman is president of Miles Franklin 
(milesfranklin.com), and has worked in the bullion industry 
for 22 years. He specializes in all aspects of the precious 
metals market. 

Wayne Lemonier is founder and president of The Coin 
Agent (thecoinagent.com), and has two decades of experience 
in the bullion and rare coin markets. He worked under the 
legendary Jim Blanchard for seven years.

Michael Levy is the owner and president of Border Gold 
(bordergold.com). He started in the gold and silver business 
in 1968 in Vancouver, BC, and has a wealth of experience in 
precious metals, currencies, and commodities. 

Mike Maloney is founder of GoldSilver.com, an online bullion provider. Mike is the author of Guide to 
Investing in Gold and Silver, a Rich Dad-Poor Dad book, and is widely considered to be a bullion industry 
expert.  

BIG GOLD: What trends are occurring with bullion supply that could shape 2012?
Andy Schectman: Nobody is selling, unless they say they have no other choice. As I’ve said for the last 
five years, this market will ultimately be defined by complete lack of available supply. Further, as the price 
corrects, our business increases exponentially. With that comes higher premiums and lengthier delivery 
times.

Wayne Lemonier: Demand in Europe could set the supply trend for precious metals in 2012. Remember, 
the euro is in worse shape than the dollar (which isn’t saying much), and people know it. 

Michael Levy: If those holding ETFs or “paper” gold ever decide they want actual physical bullion, we 
could see a massive supply shortfall in gold and particularly silver. An overwhelming loss of confidence in 
the US dollar could precipitate this kind of action. If it does unfold, the demand for physical gold and silver 
will far outweigh all known inventories. 

Mike Maloney: Right now we are experiencing a pullback in gold and silver prices, and I expect that to 
continue into early 2012. However, if the spot price (which is determined on the commodities exchanges) 
falls much further, then demand will soar and physical supply will dry up. Premiums will rise just as they 
did in 2008, and gold and silver will become known as “unaffordium” and “unobtainium.” 

BIG GOLD: How would you characterize current demand for bullion? 

Andy Schectman: When gold fell below its 200-day moving average last month, demand for gold, for the 
first time in at least two years, was much stronger than for silver. The same goes for platinum, as we find the 
price so far outside its historical relationship to gold.

Wayne Lemonier: Strong. The recent dip in gold and silver prices spurred an impressive buying spree to 
close 2011. Whenever paper gold drops in price, coin and bullion dealers see a surge in sales. Give credit to 
the people; they are buying the dips. 

What is the trend you see ahead for 
supply?

How strong is demand?

What forms will be easiest to someday 
sell? 

Where are the best bargains right now 
for physical gold and silver?
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Michael Levy: Demand for physical gold and silver is surprisingly strong given the continued trading 
range of both metals. Although price swings have been wide, we are not seeing the same upward price 
action as after the market selloff in 2008. I believe investors who are buying physical bullion continue to 
put it away with very little, if any, thought of selling their holdings, even when markets track sideways 
to lower. At this juncture, there are little sales but continued demand with what has become safe-haven 
buying.

Mike Maloney: Demand is high right now; however, there is currently just enough supply to fill that 
demand. You can wait for the price to fall and then buy, but if shortages develop, the only thing you’ll 
be able to get at that price are paper forms of gold and silver. Real, physical bullion coins and bars might 
become unobtainable regardless of price.

BIG GOLD: What are the best forms of gold and silver to hold that will be easiest to sell 
someday? What forms would you recommend we avoid? 

Andy Schectman: Anything issued from the five major mints will provide the greatest liquidity (South 
Africa, Austria, Australia, US, and Canada). I would avoid large bars and expensive, high-grade numismatic 
coins.

Wayne Lemonier: Any mainstream bullion coin like Eagles, Maples, Buffalos, Kangaroos, Philharmonics, 
and Krugerrands are all easy to sell under normal circumstances. You may receive a higher selling premium 
for a particular coin, but you will pay more for that coin on the front end. US gold and silver Eagles as well 
as Canadian Maple Leafs are the most popular.  

The pitfalls: Do not think an ETF or mining shares are a substitute for owning physical metal. Avoid 
certified bullion coins that are typically marketed for their small mintage and/or high grades. Remember 
that newly minted bullion coins are all either MS-69 or MS-70.

Michael Levy: We recommend one-ounce Canadian gold Maple Leaf bullion coins, and either one-ounce 
Canadian Maple Leaf silver coins or 100-ounce recognized silver bars. Both are 100% liquid at market 
prices. We would not recommend anything but recognized bars or coins, and would not buy proxies for 
bullion such as ETFs or bullion funds.  

Mike Maloney: I never make recommendations, instead I tell people what I do. I personally hold US gold 
and silver Eagles in segregated vault storage at third-party depository companies such as Brinks, Via Mat, 
Cube, etc. I do this because of its safety (it’s fully insured); my safety (it’s not at my home so I am less 
of a target for burglary); its liquidity (it can be sold back to a dealer instantly); and I know it’s there (it’s 
segregated so my metals are not mixed with other people’s metals). I thus sleep more soundly at night.

I avoid all paper forms of gold, including ETFs, other gold or silver funds, pool accounts, futures, options, 
and certificates (all of these are just paper claims on gold or silver), or numismatics (overpriced collector 
coins). Like I say, “If you can’t hold it, you don’t own it.”

BIG GOLD: Where are the best bargains in gold and silver bullion right now?
Andy Schectman: Circulated pre-1933 $10 and $20 gold pieces (half- and one-ounce, respectively) are 
currently selling at bullion prices. I have never seen this in 22 years of business. In silver, 90% junk [pre-
1965, 90% silver, US circulated coins] is still by far the best value.

Wayne Lemonier: For a limited time, I have one-ounce gold Buffalo coins for 4.5% over spot. [See special 
offer below.] 
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Michael Levy: Buy regularly so your costs will average out over time. Be careful of the “bargain” on any 
investment in metals because it may be an inferior product and will not serve the investor well when it 
comes time to sell. Remember, you get what you pay for.

Mike Maloney: You can get the most ounces for your currency if you buy 100-ounce or 400-ounce gold 
bars, and 1,000-ounce bars of silver, or bags of junk coinage, so they are the best bargains. But are they the 
best investment?  Absolutely not!

I buy US gold and silver Eagles directly from a dealer because it is a private transaction and nothing is 
reported to the government. But that is not the case when you sell gold and silver back to a dealer. If you 
sell 25 or more gold Krugerrands, Canadian Maple Leafs, Mexican Onzas, or any other form of gold 
totaling 1 kilo or more; 1,000 ounces or more of other forms of silver; or $1,000 in face value (about 715 
oz) or more of junk silver coinage, your dealer must file a 1099B brokerage report with the IRS. US gold 
and silver Eagles are legal tender coins and as such are currently exempt from this requirement. This makes 
the American Eagle one of the most private investments in the world.

Also, government mints charge a seigniorage (tax) over the spot price for their coins. When you sell a 
government-minted coin back to a dealer, he will pay more for that coin than a generic ounce, so you get 
most, if not all, of that seigniorage back. The US Mint has raised the seigniorage on the American silver 
Eagle three times since 2008 (from $1.25 to $2), and I fully expect them to continue doing so in the future. 
So the silver coins you buy today will outperform all other forms of silver as the seigniorage increases.

One last thing… When shortages develop and gold or silver are hard to find (like at the end of 2008 and 
the beginning of 2009), the premium on American Eagles will be much higher than all other forms. In the 
final blow-off top of this great bull market, when the herd finally wakes up and comes charging in, I expect 
premiums to go astronomical. 
[Ed. Note: We disagree with those that say investors should not own bullion funds. They are a viable way 
to gain exposure to gold and silver prices, though it is true you don’t “own” the metal. We also strongly 
recommend an investor own more physical metal than other forms.]

Special Offer for BIG GOLD Readers…

To take advantage of current low prices, The Coin Agent is offering us a discount on the one-ounce Gold 
Buffalo coin. If you don’t own one, they’re beautiful…

 
One-ounce Gold Buffalo coins for 4.5% over spot, no minimum, 100 maximum, limited quantities at 

this price.
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This is an attractive offer because Buffalos normally have higher premiums than most other bullion coins. 
Eagles, for example, currently run more than 5% over spot at most dealers. This is a solid buy on a common 
coin that will be easy to someday sell. 

Shipping and insurance in the US is $30, Canada $60 (up to $75,000 in value per package; second shipping 
charge applies for higher orders. Sorry, no other shipping destinations.).

Call The Coin Agent at 1-888-494-8889 or 1-855-510-7748 (9am to 5pm central) and mention Casey 
Research to get the discount. 

Select Company Updates 

AuRico Gold: Why did the stock drop after our recommendation? AUQ was removed from the GDXJ 
(junior gold miner’s ETF) after its market cap exceeded the maximum threshold for that index, a direct 
result of the Northgate acquisition (Northgate was a component of GDX). As such, the rebalancing 
prompted some selling of the stock. You probably know what we’re going to say next: this is an opportunity. 
As we outlined last month, AuRico Gold has a highly experienced management team with low-risk assets 
and big growth on tap. 

Our recommendation: average down by buying a second tranche. 

Silvercorp: SVM is trading once again at levels similar to when they were attacked by the anonymous 
short-sellers last summer. Weak silver prices are partly the cause. Another cause is that many silver 
producers like Silvercorp with large exposure to base metals – base metal demand is highly correlated to 
economic activity – have experienced falling share prices due to worries of a global economic slowdown 
(those base metals do help keep silver production costs low, though, so having them is not all negative). 

The biggest likely culprit is the recent strange actions from those who remind us of the self-professed 
short-sellers. Short interest did spike in December, so it appears the anonymous groups were up to their 
tricks again since the company has been aggressively pursuing them. In the end these groups will lose; 
Chinese authorities are getting more involved now, and Silvercorp management continues pursuing legal 
action against those attacking the company. It may take time, but this is a management team that simply 
refuses to give up on their company, their assets, or their shareholders. 
For SVM, 2011 was a volatile year, and its stock performed poorly. Yet, ironically, it was one of the best 
years for the company from an operational and growth standpoint. We repeat our conclusion from the past 
investigation: there is nothing wrong with the company itself – assets or management – and the stock will, 
sooner or later, benefit tremendously from the 90% increase in production over the next two years. In the 
short-term, the stock will pop again when short interest unwinds, much like it did after the KPMG report 
last October.

Buy at current levels. If you have your full allocation of SVM, we think you can plan on holding for the 
long term. 

http://my.caseyresearch.com/displayBgd.php?id=78#a2
http://my.caseyresearch.com/portfolio/stock-detail/453/
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website or newsletter and would like to be considered for inclusion in the Casey Research affiliate program, please 
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