
In 1999, coin dealers around the 
world sold enormous quantities of pre-
cious metals and rare coins.  LCS en-
joyed our highest annual retail and total 
sales volume since the bullion boom of 
1979-1980. 

Some of this surge was spurred by 
fears of major problems with “Y2K” 
problems on January 1, 2000.  Another 
major increase came from new collec-
tors purchasing hobby supplies to col-
lect the new Statehood Quarter series. 

In the U.S. and other parts of the 
globe, stock markets continued to roar 
ahead.  The Euro was started to create a 
strong pan-European currency. 

Then 2000 arrived.  The world econ-
omy didn’t fall apart on New Years 
Day.  It barely even burped. 

But, as the year progressed, 2000 
turned out a lot different than 1999. 

This company’s retail sales in 2000 
declined 55% from 1999 levels.  Our 
Michigan wholesale volume, where we 
supply other dealers with inventory for 
their retail customers, dropped 57%. 

 Instead, for the first four months of 
2000, LCS (and other dealers) repur-
chased a mountain of gold and lesser 
amounts of silver from retail customers.  
Liquidating this much merchandise re-
sulted in our monthly sales hitting their 
highest levels since the 1979-80 boom.  
Although monthly volume was much 
lower for the rest of the year, LCS en-
joyed one of its most active years pur-
chasing rare coins and precious metals 
from the public.  By year-end, we came 
close to matching 1999’s total volume! 

In the stock markets, the party ended 
in 2000.  The Dow Jones Total U.S. 
Market Index not only did not soar, it 
declined 10.2% for the year! 

The news was worse outside the U.S.  
The Dow Jones World Index (excluding 
the U.S. market) was down 17.4% for 
the year. 

What was strong in 2000 was the U.S. 
dollar.  For instance, gold outperformed 

almost all world currencies in 2000, with the 
U.S. dollar and the Swiss franc being the ma-
jor exceptions. 

Here’s how the individual precious metals 
and rare coin markets performed in 2000. 

Gold:  After ending 1999 at $288.25, gold 
rose to a high of $315.00 on February 10 in 
the midst of hedge program cutbacks an-
nounced by several large mining companies.  

With no further news to sustain the rally, 
gold gradually declined over the balance of 
2000, hitting a low of $264.00 on November 1 
and staying close to that level for the final two 
months.  It ended 2000 at $272.25. 

Gold demand set an all-time annual record 
in 1999.  Demand dipped only slightly in 
2000.  The supply of new and recycled gold 
coming onto the market continued to fall short 
of industrial demand.   But the news that 
seemed to carry the greatest psychological im-
pact on prices was the sharp fall off in invest-
ment demand.   

Even though gold bought for investment 
only covers 5-10% of total gold demand, its 
decline in 2000 more than offset the increase 
in jewelry demand. 

The sharpest decline in investment demand 
occurred in the U.S., the same nation that ex-
perienced the largest jump in demand in 1999.  
As one example, the U.S. Mint sold a total of  
2,023,000 ounces of gold American Eagles in 
calendar 1999.  Sales dropped 91.9% to only 
164,500 in calendar 2000!  That was the low-
est annual sales volume in the 15 year history 
of the program. 

Demand for 2000-dated Eagles was crippled 
partly by all the prior year coinage that was 
being liquidated.  At the peak of the sell-off, 
pre-2000 Eagles were trading on the whole-
sale market several dollars below the spot 
price of gold!   

With so much prior year coinage hanging 
over the market, retail premiums plummeted.  
In February and March, retail purchasers 
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could purchase pre-2000 Eagles for less 
than the Mint was charging wholesalers for 

(Continued on page 2) 

Results For The Year 2000 
 

Numismatics and Precious Metals 
Palladium                                     +114.9% 
US Proof Silver Eagles, 86-98     +67.8% 
Platinum                                       +41.3% 
US Silver Proof Sets, 1950-64     +40.8 % 
US Non-silver Pr Sets, 1968-98    +12.6% 
Gold                                             -5.6% 
US MS-65 Morgan Dollar            -7.6% 
Silver                                            -15.3% 
US MS-63 $20 St Gaudens           -17.8% 
 

Foreign Currencies vs US Dollar 
China Renminbi                           0.0% 
Swiss Franc                                  -1.2% 
Mexico Peso                                 -1.7% 
Canada Dollar                               -3.6% 
India Rupee                                  -6.9% 
Euro                                             -7.2% 
British Pound                               -7.6% 
Japan Yen                                     -10.6% 
 

US And World Stock Indices 
Russell 2000                                 -4.2% 
Dow Jones Industrial Average     -6.2% 
Frankfurt Xetra DAX                   -7.5% 
S&P 500                                       -10.1% 
DJ Total U.S. Market                   -10.2% 
London FT 100                            -10.2% 
DJ World (excluding U.S.)           -17.4% 
NASDAQ                                     -39.3% 
 

Other Commodities 
Natural gas                                   +319.7% 
Cotton                                          +22.7% 
Unleaded gasoline                        +16.2% 
Wheat                                           +12.5% 
Cattle                                            +12.0% 
Soybeans                                      +8.2% 
Light Sweet Crude Oil                 +4.7% 
Copper                                         -0.7% 
Orange Juice                                -16.1% 
Sugar (World Price)                     -40.0% 
Lumber                                         -41.1% 
Coffee                                          -47.9% 
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huge amount of silver sold short on paper 
contracts.  This is a market imbalance that 
cannot persist indefinitely. 

In fact, because of all this paper trading, 
the spot price of silver has now become di-
vorced from the price for physical silver.  
Here’s some examples. 

In the midst of the huge gold and silver 
liquidations eleven months ago, bags of 90% 
Silver Coin were retailing at about 7 cents 
per ounce below the spot price of silver.   
Today, this same 90% bag is selling for 
about 30 cents per ounce above the silver 
spot price! 

At the beginning of 2000, refiners were 
paying about 15 cents below spot to pur-
chase pure ingots.  Yesterday we sold some 
to a refiner at 10 cents above spot (and he 
and other refiners have been begging us al-
most every day for product).   Refiners 
never offered us a premium to spot for in-
gots, even during the supply squeeze of 
early 1998 wrought by mega-billionaire 
Warren Buffett. 

I think the obvious reason why even refin-
ers are now paying above spot it that it is 
virtually impossible to buy commodity con-
tracts for immediate delivery.  Commodity 
contracts are for bars to be delivered in fu-
ture months.  Right now, the largest number 
of open contracts is for theoretical delivery 
in March 2001.  However, long before we 
get to March, the short-sellers will have 
bought back that position and sold short 
other, farther in the future, contracts.   

As long as refiners are comfortable with 
the immediate-term flow of recycled silver, 
they have no incentive to buy contracts for 
future delivery.  They may even pay over 
spot for a short time if they anticipate a re-
turn to normal conditions.  But if the refiners 
become so desperate for product that they 
buy commodity contracts in order to take 
delivery, prices will soar. 

In sum, while the spot price of silver 
ended 2000 on a low note, prospects for 
2001 are exciting. 

Platinum:  Platinum finished 1999 at 
$426, dipped as low as $392 on January 6, 
then climbed to a peak of $610 on Decem-
ber 4, the highest platinum spot since 1988!.  
It stayed near the high for the balance of the 
year, closing at $602. 

For the fourth consecutive year, Russian 
exports, normally 15-20% of total supply, 
were almost non-existent.  Industrial de-
mand continued to grow, so something had 

to give.  For platinum, it was the price 
that soared. 

The platinum market remains volatile, 
often moving up or down 2-5% in a day 
on rumors about imminent Russian ship-
ments.  However the huge price differ-
ences between the world’s largest plati-
num market in Zurich and the New York 
Mercantile Exchange that existed at the 
beginning of 2000 have diminished.  
Still, on any day, wholesalers will quote 
us spot prices that range as far apart as 
$10 from each other. 

After 10 years of a surplus of supply 
against industrial demand, the platinum 
market turned into a deficit three years 
ago.  In the intermediate term, platinum 
may remain in tight supply.  This condi-
tion may not last in the long term. 

Palladium:  The darling performer of 
precious metals more than doubled in 
2000, rising from $440 to a close of 
$954 on December 29, 2000. 

Once again, we sold no palladium for 
investment purposes in 2000.  Instead, 
we helped investors cash in their profits. 

Russia normally exports about 2/3 of 
the world supply of palladium.  With the 
meager, erratic shipments from Russia 
over the past few years, prices soared.    

In the intermediate term, there is little 
prospect for less expensive metals being 
used in place of palladium.  However, if 
palladium stays too expensive in the 
long term, substitutes will be developed 
for many applications (see below). 

With the highly volatile markets, the 
wide spreads between buy and sell 
prices, and the long term prospects for 
lower demand, I don’t recommend palla-
dium for the small investor. 

Rare Coins:  Again in 2000, the rare 
coin market traveled in two directions.  

A large number of new collectors of 
Statehood Quarters have expanded their 
interests to other areas.  By mid-1999 
the inexpensive non-silver proof sets is-
sued since 1968 started rising.  Although 
most of their appreciation took place in 
1999, they rose a further 12.6% in 2000.   

The more expensive proof sets issued 
during the era of silver coins, 1950-
1964, enjoyed most of the rise during 
2000, an impressive 40.8% jump for the 
year! 

Even Proof Silver American Eagle 
(Continued on page 3) 

Did You Know?              
Here are the top ten hoards of gold held by central banks and official organizations as of the end of 2000: 

 

Country              Millions Oz  
1.  United States    261.6                6.  Switzerland          78.3                    With its much publicized gold auctions, the United  
2.  Germany          111.5                7.  Netherlands            29.3              Kingdom fell from 10th to 12th  place with holdings now  
3.  IMF               103.4                8.  Japan                      24.6              down to 15.7 million ounces. 
4.  France                97.3                9.  Euro Central Bank 24.0                    By the way, the Gold Institute reports that about 920  
5.  Italy                    78.8              10.  Portugal                  19.5              million ounces of gold is privately owned just in India! 

(Continued from page 1) 
2000-dated coins!  With such a price dif-
ferential, smart gold buyers refused to 
purchase the 2000 coins. 

The decline in premiums for Eagles 
also pushed down premiums on other 
bullion-priced gold coins, even those not 
part of the “Y2K” buying frenzy. 

Low premiums sparked some demand 
for physical gold.   By year-end, the 
cheap Eagles had been absorbed by in-
vestors.  Premiums are back up to previ-
ous levels.  The 2000-date gold Eagles 
still trade at a premium to earlier year 
coins.  But you now pay a maximum of 
$2.00 per coin extra.  (Speculative note:  
I anticipate that 2000-date Gold Eagles 
will sell at much higher premiums over 
other dates in the future than they are 
selling for today.) 

Overall, while gold may have slipped 
against the almighty U.S. dollar in 2000, 
it held its own almost everywhere else in 
the world.   

Silver:  Silver ended 1999 at $5.41, 
which turned out to be higher than any 
daily close in 2000!  In 2000, the high 
close was on February 9 at $5.39. 

It closed at the yearly low of $4.58 
three times in December, including the 
last trading day of the year.  Silver also 
ended 2000 at its lowest level since it 
closed at $4.51 on August 21, 1997. 

On the surface, low silver prices just 
don’t make sense.  The physical silver 
market has been in a severe shortage po-
sition for the past ten years.  Most of the 
above-ground inventories that existed at 
the end of 1989 have long since been 
consumed to cover these shortages. 

For instance, a few weeks ago the Sil-
ver Institute announced that the U.S. Na-
tional Stockpile Center would deliver the 
last of its silver holdings to the U.S. 
Mint by the end of 2000. 

The U.S. government has purchased 
virtually no silver since 1955.  Almost 
all of its purchases since the late 1870s 
have been as a political favor to support 
the price of silver realized by the mining 
interests in Western states.  For all prac-
tical purposes, in 2001 the U.S. govern-
ment will be buying silver on the open 
market to meet its own needs for the first 
time in more than 120 years! 

The simple reason why the price of sil-
ver has been held down is because of the 



(Continued from page 2) 
Dollars, which started to move in 1999, 
took off in 2000.  Though this category 
peaked and started dropping, it still fin-
ished 2000 67.8% higher than it started 
the year! 

Key-date and better-date coins in popu-
lar collector grades were up solidly al-
most across the board.   

While the market for coins sought by 
people collecting for fun was solid, the 
same could not be said for coins often 
promoted as numismatic investments!   
This includes coins such as common-date 
U.S. Gold, and common-date Morgan and 
Peace Dollars in high grades 

The year started weak for “investor 
coins.”  All year long, dealers struggled 
with a series of liquidity crises that per-
sisted for much of the year. 

In response, coin wholesalers have 
shifted their attitude from the recent past 
where they were eager to stock almost 
any nice coin, knowing that buyers would 
magically appear if they had stock.  As 
LCS Chief Numismatist Allan Beegle ob-
served at last week’s massive Florida 
United Numismatists (FUN) convention 
in Orlando, wholesalers have become fru-
gal, chasing only those coins needed to 
fill existing orders or for which they have 
customer want lists. 

As the year ended, markets appeared to 
be improving, even for “investor” coins.  
With the Euro up about 10% from its 
lows, any U.S. Gold Coins coming from 
Europe are going to cost significantly 
more than in the past few months.   

Mint State Morgan and Peace Dollar 
rolls, which had remained solid all year, 
and other silver issues such as Mint State 
Franklin Half Dollars and 1964 Kennedy 
Half Dollars, high grade Walking Liberty 
Half Dollars, and so forth are currently 
being sought for forthcoming major pro-
motions.  With supplies so tight, I expect 
prices to rise in 2001. 

To summarize, I expect most categories 
of rare coins to have a good year in 2001. 

Overall Summary:  As the stock mar-
kets whipsawed downward in 2000, in-
vestment advisors largely tried to portray 
each major drop as just a temporary cor-
rection and a buying opportunity.  In the 
past two months, they have mostly 
stopped pretending that down markets 
can’t happen anymore.  

Even with the declines in the stock mar-
kets, it seems to me that technological in-
novation and low inflation (caused, in my 
opinion, more by the private innovation 
rather than by government restraint) 
should present excellent opportunities for 
profitable business.  However, I don’t ex-
pect good results now to be rewarded to 

the same degree as they were in recent 
years simply because the psychological 
bubble has burst.   

Investors will stop automatically throw-
ing their money into stocks.   Some will 
now buy insurance in the form of precious 
metals and rare coins.  

For that and other reasons, I would not 
be surprised if rare coins and precious 
metals outperform the stock markets in 
2001, even more than they did in 2000.    

    

Is Gold The Best Collateral 
For Digital Money?  

The World Gold Council issued a report 
on December 4, 2000 entitled “Digital 
Money & Its Impact on Gold.”   

The author, Richard W. Rahn, contends 
that digital money will largely displace 
credit and debit cards, checks, coins, and 
currency in the future because of conven-
ience, especially across national borders. 

However, any system of digital money 
will be only as good as the underlying 
collateral that backs it.  Rahn thinks that  
few national currencies are stable enough 
for this purpose. 

There are already small-scale digital 
money systems in operation with gold, 
silver, and other metals used for collat-
eral.  The overwhelming favorites are 
those where the digital money has 100% 
gold backing.  Transactions are recorded 
in thousandths of a gram of gold. 

In the near future, Rahn thinks that only 
gold and the U.S. dollar have any pros-
pects for supporting digital money sys-
tems.  So, even though the concept of 
digital money may sound like a way of 
eliminating the financial usage of gold, it 
may end up expanding it! 

     

Gold—The Future Environ-
mental Metal? 

Because gold was itself expensive, little 
research has been conducted into its pos-
sible industrial uses.   However, the high 
prices of platinum and palladium have 
now spurred researchers to consider gold 
as a less expensive substitute!  

Dr Mike Cortie, manager of the Physi-
cal Metallurgy Division of South Africa’s 
Mintek said “gold’s got a future role in 
photovoltaics, photo-cells.  Gold is the 
only metal you can apply in an ultra-thin 
layer which doesn’t oxidize or corrode.” 

Much research is pointed towards cata-
lytic converters and other air filtering 
equipment.  Gold’s melting point is too 
low for it to be used in the converters at-
tached to internal combustion engines.  
However, diesel engines run much cooler 
and might use gold. 

Gold performs even better environ-
mental maintenance work at ambient 
(room) temperatures.  Soon, it may be in-

corporated into air-conditioning systems 
for buildings. 

Remember, silver underwent rapid ex-
pansion in its industrial uses in the past 
decade, now that it is considered a low-
priced metal.  The current research is likely 
just the beginning for finding more practi-
cal uses for gold. 

   

Gold and Gold Coins 
Gold closed today at $265.00, a decline  

of  $1.75 (0.7%) from the last newsletter. 
As typical in December, gold traded qui-

etly.  However, the two weeks ended Janu-
ary 2, 2001 showed a significant increase 
in the net short positions as reported by the 
Commodity Futures Trading Commission.  
They increased 65.7%, from 1.43 million 
ounces to 2.37 million ounces, on the New 
York Comex. 

In the past week, we have both purchased 
and sold an extraordinary volume of gold 
with our retail customers 

One customer, for instance, sold all the 
stocks in his retirement accounts in March 
2000.  He used the money to purchase 
Canada Maple Leafs.  Yesterday he sold 
back half of the Maple Leafs so that he 
could have sufficient funds to repurchase 
all the stocks he had sold.   

I consider this use of gold to protect 
against financial calamities of paper assets 
to be the number one reason for owning it.  
Obviously, this particular customer was 
thrilled with his results thus far.   

The best low premium buys remain the 
U.S. American Arts Medallion (2.7%), 
Austria 100 Corona (2.9%), South Africa 
Krugerrand (3.1%), and Mexico 50 Peso 
(4.0%).   

Among the smaller gold coins, the Brit-
ish Sovereign (6.2%), French 20 Franc 
Roosters (7.6%), and Swiss 20 Francs 
(7.6%) are the best buys.  

If you can find them, latch onto Better-
Date U.S. Gold Coins.  And when you can 
pick them up for common-date prices, you 
get a real bargain.  See our offering of 
Mint State-62 1898-S $20.00 Liberties as 
a wonderful opportunity.  

With persistence, you can find some 
wonderful bargains in World Gold Coins.  
We took advantage of some tax selling by 
other dealers to pick up some great deals.  
See our offer for details.       

Silver and Silver Coins 
Silver closed  today at $4.53, down ten 

cents (2.2%) from six weeks ago. 
Premiums on the lowest price forms of 

physical silver continue to edge upward.  
One Hundred Ounce Ingots (6.0%), 90% 
Silver Coin (6.8%), and 40% Silver Coin 
(10.4%) are all at their highest premiums 

(Continued on page 4) 
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since the Y2K buying spree in 1999.   

One of two indicators I use to anticipate 
near term major increases in silver prices is 
still neutral.  The London silver market 
premium over New York needs to be at 
least 5-7 cents to pay for the cost of refin-
ing U.S. silver ingots to London standards 
and shipping them to England.   

Even though that indicator is not favor-
able, the calls we have been receiving from 
refiners offering us well above spot for our 
silver ingots could trump that.  It is entirely 
possible that silver could soar within the 
next few months.  If not then, I think it will 
likely shoot up before year-end. 

The U.S. Mint sold 9,133,000 Silver Ea-
gle Dollars (46.4%) in 2000, a slight in-
crease over the 9,008,500 coins sold in 
1999.  The 2001-date coins are available at 
a modest extra markup that I expect to be 
gone within a month, not like the price 
gouging we saw in early 2000 when the 
Mint refused to produce as many coins as 
the public demanded.  Even though Silver 
Eagle Dollars have been popular, I think 
they are a poor way to buy silver bullion.  
In the silver price run in the spring of 
1998, we saw Silver Eagles quickly trade 
wholesale at a discount to spot price, just 
like the low premium forms.  

Common-date average circulated 
Morgan and Peace Silver Dollars 
(113.5%) jumped more than 10% in the 
past six weeks, even with the fall in silver 
prices.  They are being accumulated by a 
major promoter along with other products 
described in the discussion on the previous 
page.     

Many Better-Date Morgan and Peace 
Dollars are almost impossible to find, es-
pecially in quantity.  Like other collector 
coins, many prices are up somewhat.  Still, 
I think most of the appreciation is in the 
future.  We were fortunate to pick up three 
dates of the Morgan Dollars we consider to 
be the most undervalued.  Please see our 
flyer.        

An Apology 
Shortly before the November issue of 

this newsletter was created, the hard drive 
on the LCS server computer failed. 

Normally, this would not be much of a 
problem because we do a daily tape 
backup of all files.  However, we then 
found that the backup mechanism had 
physically damaged the tapes inside of 
their cartridge, where this damage was not 
visible when the tapes were being changed 
every day. 
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The Month 
 

Gold Range       $ 10.25    3.8% 
  Net Change          -1.75 
Silver Range             .26   5.6% 
  Net Change            -.10 
Gold/Silver Ratio             58.5 
  Net change                 +0.9 
Platinum Range     42.00   3.0% 
  Net Change        +42.00       
Platinum/Gold Ratio         2.38 

   Date        Gold     Silver  Platinum 
   Nov 29    266.75     4.63      590.00 
   Nov 30    270.50     4.69     599.00 
   Dec 01     269.00     4.65     602.00 
    
   Dec 04     271.00     4.73     610.00 
   Dec 05     270.50     4.71     598.00 
   Dec 06     274.50     4.76     595.00 
   Dec 07     273.50     4.73     602.00 
   Dec 08     272.75     4.66     596.00 
 
   Dec 11     270.50     4.66     605.00 
   Dec 12     270.75     4.66     612.00 
   Dec 13     268.50     4.64     600.00 
   Dec 14     269.00     4.61     608.00 
   Dec 15     270.75     4.58     600.00 
 
   Dec 18     270.00     4.58     595.00 
   Dec 19     270.00     4.59     595.00 
   Dec 20     273.00     4.60     600.00 
   Dec 21     273.75     4.61     605.00 
   Dec 22     273.50     4.62     600.00 
 
   Dec 25     closed 
   Dec 26     273.75     4.63     603.00 
   Dec 27     275.25     4.60     608.00 
   Dec 28     272.00     4.58     607.00 
   Dec 29     272.25     4.58     602.00 
 
   Jan 01      closed 
   Jan 02      268.75     4.55     602.00      
   Jan 03      268.00     4.50     612.00 
   Jan 04      267.50     4.54     619.00 
   Jan 05      268.25     4.56     612.00 
 
   Jan 08      268.25     4.55     622.00 
   Jan 09      267.75     4.55     625.00 
   Jan 10      265.00     4.53     632.00 
                                                                                                       

London Silver Market Premium To New 
York Silver Market = 0¢ 
 

Gold, silver and platinum quotes are work-
ing spots at 2:45 EST/EDT each day, 
quoted in U.S. dollars per troy ounce. 

As luck would have it, we used a temporary 
server in August while upgrading our equip-
ment.  By plugging that in, we could continue 
almost every operation with little visible dif-

ference to our customers. 
The one exception where we had signifi-

cant problems was with our customer mail-
ing lists.  With over 10,000 names, we have 
hundreds of additions, deletions, and 
changes every month.   

While doing a manual comparison of our 
August mailing list files against our October 
printout, we postponed making any changes 
to our August mailing list files.  As a result, 
the many new customers we have gained in 
the past three months are now receiving 
their first issue of Liberty’s Outlook.  For 
that delay, we apologize. 

The mailing lists are again current.  For 
those who moved recently, your address 
changes should be reflected this month.  If it 
isn’t, please advise us again. 

We now make separate monthly disk 
backups of our mailing list files to prevent a 
reoccurrence of this problem. 

Recovery efforts were hampered when a 
water main burst in our shopping center in 
the early morning hours of December 22 
about ten feet from our office area (caused 
by record cold temperatures).  Although we 
were opened our showroom that day, our of-
fices had a few inches of water.  Our flood  
precautions  mostly worked, but the electri-
cal outlet for the server’s backup battery 
supply and the internet modem was water-
logged.  We have not had internet access 
since then, but expect to resume updating 
our daily price quotes pages within a week. 

Thank you for your patience. 
 


