
Last month I discussed a number 
of developments that seemed to be 
working in concert to harm the fu-
ture value of the U.S. dollar.   

I asked the question if economic 
war had been declared on the U.S. 
dollar.  My conclusion was that 
there was no single huge attack, 
and I discounted the unilateral 
economic muscle of Iran.  How-
ever, I pointed out that the combi-
nation of developments, including 
some inflicted by the U.S. govern-
ment, put the U.S. dollar in a pre-
carious position for a sharp drop 
this year. 

In my analysis, I missed a few 
factors that only add to the pros-
pect that the U.S. dollar is due for 
a major downfall soon. 

In 2005, the U.S. dollar appreci-
ated by more than 10% against the 
Euro, British Pound, Japanese 
Yen, and Swiss Franc.  I had at-
tributed a good measure of this 
strength to the relatively higher in-
terest rates that the U.S. govern-
ment was paying on its debt. 

I forgot about the reduction and 
coming expiration of U.S. tax 
benefits for “foreign sales corpo-
rations.”  The original intent in the 
1980s in giving such entities a 
partial U.S. tax exemption (trying 
to reduce a complex situation to 
basic nuts and bolts) was to subsi-
dize U.S. exports.  As long as such 
companies kept their profits out-
side of the U.S., their taxes could 
be deferred.   

This tax break was so successful 
that some Europeans filed suit 
against the U.S. government be-

fore the World Trade Organization 
(WTO).  The WTO declared that the tax 
breaks for foreign sales corporations were 
illegal.  In the Jobs Creation Act of 2004, 
Congress included a provision for the 
winding down of such benefits, with their 
complete extinction by the end of 2006. 

The net impact of this change in tax law 
was to encourage U.S. corporations with 
subsidiary foreign sales corporations to 
accelerate the repatriation of their foreign 
cash holdings.  To do this, the companies 
had to unload the foreign currencies that 
they might be holding in order to obtain 
U.S. dollars.  Now that we have passed 
the end of 2005, such activity has 
dropped sharply if not stopped com-
pletely. 

In other words, the impact of this 
change in U.S. tax law had the effect of 
increasing demand for U.S. dollars and 
reducing demand for other currencies in 
2005.  There is a good possibility that this 
activity supported the strength of the U.S. 
dollar in 2005 and that the lack of activity 
is no longer preventing the decline in 
2006 (see chart at the upper right). 

As economic news is reported, it is con-
firming problem areas in the U.S. econ-
omy.  Just this week it was reported that 
the backlog of homes for sale is at an all-
time high. 

In a January report CA Cheuvreux, the 
investment research and brokerage sub-
sidiary of the major French bank Credit 
Agricole issued a Metals & Mining report 
with the headline “Remonetization of 
gold:  Start Hoarding.”   

The first sentence of the report says, 

 Will The Fall Of The U.S. 
Dollar Accelerate In March? 
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“We are raising our mid-cycle 
gold price estimate to U.S. $900/oz 
from U.S.$750/oz and see the pos-
sibility of a spike to U.S. $2,000/
oz, or higher.” (emphasis in the 
original report). 

In this 56-page report, Cheuvreux, 
honored by Institutional Investor in 
2005 as one of the top investment 
researchers in Europe, reviews the 
gamut of different analyses of gold 
supply, demand, and central bank 
holdings.  Cheuvreux explicitly and 
firmly concurs with the claims of 
the Gold Anti-Trust Action Com-
mittee (GATA) that central banks 
have 30-50% less gold in their 
vaults than they are officially report-
ing. 

On the basis of their own research,  
Cheuvreux expects a strong rise in 
the price of gold because of the 
greater shortages of gold than most 
investors realize and because of the 
effects of inflation. 

As a side effect of the rise in the 
price of gold, “the heavily-indebted 
US economy also remains vulner-

2006 Year To Date Results 
 

US Dollar vs Foreign Currencies 
Canada Dollar              -2.3% 
Japan Yen              -1.9% 
Great Britain Pound         -1.9% 
India Rupee             -1.7% 
Mexico Peso             -1.5% 
Australia Dollar             -1.3% 
Euro                 -0.7% 
China Yuan             -0.4% 
Switzerland Franc          -0.1% 



gold reserves they have already started 
their purchases. 

And I believe that the real reason for the 
current strong demand for gold is not in-
flation fears but concerns that central 
banks and their bullion bank partners may 
no longer be able to disguise the massive 
amounts of gold that is being leaked onto 
the market to hold down gold prices. 

It is odd that, in the past month, two 
major U.S. brokerages called for their 
customers to sell their gold, asserting that 
prices had reached a peak.  These same 
firms are suspected by those associated 
with GATA to be at a high risk of suffer-
ing major losses should the price of gold 
climb much higher. 

As the evidence mounts that gold sup-
plies may be severely short of covering 
demand, there will be a point at which a 
frenzy develops and prices soar quickly.  
No one knows just when that point will 
be reached, if in fact it ever happens. 

There is a distinct possibility that we 
could see the start of a runaway market 
before the end of March.  It would be 
triggered by the cascading effect of sev-
eral events. 

1)  On March 6, the International 
Atomic Energy Agency will be meeting 
to discuss Iran’s nuclear program.  They 
may move to turn the problem over to the 
United Nations Security Council, which 
could impose sanctions.  Iran has warned 
that any sanctions that may be imposed 
will be met with lowered oil exports. 

2)  Two days later, the Organization of 
Petroleum Exporting Countries (OPEC) 
is meeting to discuss a proposal spon-
sored by Venezuela and others that pro-
duction be cut.  

3)  Iran will open a new oil exchange on 
March 20 where any nation can buy and 
sell oil and gas but have to use Euros to 
conduct transactions.  To the extent that 
this exchange is successful, it will dis-
place trading on the other two oil ex-
changes in New York and London where 
transactions are conducted in U.S. dol-
lars. 

There is a real possibility that this ex-
change will succeed, with the effect of re-
ducing global demand for dollars, and ac-
tually increasing the flow of dollars back 
to the U.S.  Either of these results would 
knock down the value of the U.S. dollar.  

 
able to recession, or even to a de-
flationary slump, if credit expan-
sion and consumer expenditure 
slow.  The bond market has been 
a very reliable predictor of US re-
cessions in the last 30-40 years.  
In fact, five of the last six times 
that the yield curve has inverted, 
i.e. short-term rates exceeded 
long-term rates, the US economy 
subsequently contracted.” 

Their report then goes on to 
quote noted Austrian economist 
Ludwig von Mises, “There is no 
means of avoiding the final col-
lapse of a boom brought about by 
credit expansion.  The alternative 
is only whether the crisis should 
come sooner as a result of volun-
tary abandonment of further 
credit expansion, or later as a fi-
nal and total catastrophe of the 
currency system involved.” 

In the last point on the front 
page of the report, the analyst 
summarizes, “A strongly rising 
gold price could have severe con-
sequences for US monetary pol-
icy and the US dollar.  History 
suggests that gold always wins 
against an inflating paper cur-
rency.” 

It is one thing for the non-
mainstream analysts affiliated 
with GATA to talk like this.  It 
is an altogether different mat-
ter for one of Europe’s major 
investment brokers to forecast 
sharply rising gold prices and a 
major decline in the value of 
the U.S. dollar. 

In the U.S., the mainstream me-
dia still reports that gold has been 
strong because of inflation wor-
ries and the possibility that the 
Chinese central bank may begin 
buying more gold reserves. 

The truth about what is actually 
going on in the gold market is al-
most certainly different from 
what most people believe.   

From past experience, it is al-
most certain that when the Chi-
nese central bank starts talking 
about maybe buying some more 

(Continued from page 1) There are some who fear that the 
U.S. government is so afraid of an 
oil exchange not transacting busi-
ness in the U.S. dollar, that war may 
even break out.  These same people 
assert that the U.S. government put 
up with Saddam Hussein in Iraq un-
til after he revised his Oil-For-Food 
program to only accept Euros as a 
medium of exchange. 

4)  On March 24, the U.S. Treas-
ury will no longer report the M3 
definition of the money supply.  
This definition is the one that would 
give the earliest warning of major 
inflation caused by, for instance, 
U.S. dollars being repatriated faster 
than they can be loaned out to cen-
tral banks and foreign investors. 

For the past 20 months, the Fed-
eral Reserve has aggressively raised 
short-term interest rates so that U.S. 
Treasury debt continues to pay a 
higher rate than other major central 
bank debt.  When the Fed meets 
again on March 27-28, there may be 
another interest rate hike.  Although 
the stated reason for these rate hikes 
is to combat inflation, the real rea-
son for the latter rounds of hikes 
may have more to do with trying to 
prop up foreign demand for U.S. 
dollars and U.S. Treasury debt. 

I think there is a very real possibil-
ity that the U.S. dollar, which has 
been falling against most currencies 
this year, may begin to fall even 
faster by the end of March.  For ex-
ample, the dollar sank 0.3% against 
the Chinese yuan in February.  This 
shift would not happen without the 
concurrence of the Chinese central 
bank.  It could be an indicator that 
the Chinese government is willing to 
let the U.S. dollar slide, even though 
their central bank holds about $250 
billion of U.S. Treasury debt and 
over $300 billion of other U.S. dol-
lar-denominated reserves. 

Already, foreign central banks 
and investors need to purchase $2 
billion in U.S. debt every day to 
prop up the value of the U.S. dol-
lar.  Any of the above described 
events in March could bring that 
traffic to a standstill, or even turn 



it in the opposite direction. 
Of course, maybe the U.S. dollar 

will reach the end of March rela-
tively unscathed.  That just means 
that the crisis may hit in April, or 
this fall, or maybe not until after the 
U.S. elections. 

To protect yourself against possi-
ble losses in U.S. dollars and dollar-
denominated paper assets, you 
should consider increasing your al-
location to hard assets like gold, sil-
ver, and maybe even rare coins in 
your portfolio.   I formerly consid-
ered 5% of your net worth to be the 
minimum safe allocation.  Now I 
am leaning towards 10% as the ab-
solute bare minimum. 

I further recommend that your 
hard asset purchases be in the form 
of tangible assets, not paper assets 
like shares of gold or silver ex-
change-traded funds*.   

(*In the past, I have urged readers 
not to own rare coins or precious 
metals in their retirement accounts, 
for a variety of reasons.  The intro-
duction of gold exchange-traded 
funds and a pending one for silver 
would provide a cost-saving way to 
own precious metals in your retire-
ment account—an advantage over 
your previous options.  If you must 
use your retirement accounts to own 
precious metals, please check out 
these funds) 

I suppose there is always the pos-
sibility that my entire analysis is off 
the mark.  I actually would rather 
see the U.S. dollar stay strong be-
cause the livelihood and well-being 
of so many of my relatives and 
friends depend on a strong dollar.  
Maybe it will happen.  But I defi-
nitely think you need the insurance 
of hard assets to protect yourself, 
just in case.        

Rare Coin Market Report 
So much space has been devoted 

to precious metals news in the past 
few months that I haven’t covered 
rare coins as much as they deserve. 

Overall the market continues to be 
very active.  A number of relatively 
new wealthy collectors have spent 

(Continued from page 2) seven and eight figure amounts to 
build some awesome collections. 

In our store, we continue to sell 
rare coins at an amazing pace.  It is 
not unusual to purchase nice coins 
in the morning and have most of 
them gone by closing time the same 
day.  The number of customer want 
lists we are trying to fill is at an all-
time high. 

For the past several years, key-
date coins have been leading the 
price increases.  Prices have run up 
so much for some of them, however, 
that demand has fallen off.  At a 
major coin auction earlier this 
month, for instance, there were a 
surprisingly large number of 1916 
Standing Liberty Quarters.  Many of 
them did not receive bids high 
enough to cover the reserves (so 
these coins were returned unsold to 
the consignors).  We have also seen 
some price resistance with the 
1942/1 and 1942/1-D Mercury 
Dimes and a few other key issues.   

Demand for generic silver dollars 
is hot.  At the Long Beach show in 
California, for example, a number 
of dealers asked me if I had any 
Mint State Morgan or Peace Dol-
lars (I didn’t, I actually needed 
some to fill orders of my own).  A 
major wholesaler of certified silver 
dollars told me he was uncomforta-
bly behind on filling orders for MS-
65 Peace Dollars. 

Nice Nineteenth Century Type 
Coins seem to be on everybody’s 
want list, but most of the small 
quantity of coins you see are unat-
tractive “rejects.”  I have touted the 
many great bargains in coins from 
the 1800s, for a few years now.  It 
seems like the others are finally 
catching up with me. 

Although falling gold prices at the 
start of the Long Beach show gave 
pause to some buyers of U.S. Gold 
Coins, the activity was booming 
again within a day, even if it was 
slightly lower levels for a while. 

In Paper Money, most areas are 
solid, except for National Currency 
Notes.  For the past couple of years, 
some promoters have run up the 

price for common National Currency 
simply to get enough specimens for 
their promotions.  Now that they 
have enough, they have stopped buy-
ing altogether and there are no other 
buyers at anywhere near their prices. 

As before, I remain a fan of the 
Better-Date U.S. Coins that can be 
purchased for much closer to the 
price of common-date coins than 
their relative rarity would lead you to 
expect.  See our enclosed offering of 
Better Date U.S. Rare Coin Bar-
gains for some perfect examples of 
coins the collectors love. 

Sad to say, a strong market is also 
attracting hucksters and crooks.  In 
the huckster category, let me put the 
issues by the would-be independent 
Somali Republic in eastern Africa.  
They have authorized the production 
of a series of small guitar-shaped 
coins.  Each issue is being decorated 
to the likeness of a different famous 
guitar, then sold a prices that don’t 
reflect good value.  They are interest-
ing, but will likely cost less a few 
years from now.   

In our local newspaper today, a pri-
vate company was marketing a pure 
silver “Ronald Reagan Dime” with 
each “coin” containing perhaps 70 
cents worth of silver and a price tag 
of almost $10 each.  While the ad 
may have been carefully crafted to 
stay within the limits of the law, I ex-
pect that this company’s customers 
will someday learn that what they 
have purchased are privately struck 
medals with only a minuscule intrin-
sic value. 

If you have questions about any of-
fer you see elsewhere, you are wel-
come to call to pick our brain. 
 

Gold and Gold Coins 
Gold closed today at $563.50, 

down just $6.00 (1.1%) in the last 
four weeks.  Gold did reach a 25-
year high when it closed at $572.00 
on February 2.  Even with the recent 
decline, that still leaves gold up more 
than 20% since mid-November. 

Each time that the price of gold 
went below $550, we saw a quick 
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surge in demand.  Demand for physi-
cal gold was so strong that the tem-
porary premium decline for the Can-
ada Maple Leaf (4.5%) was quickly 
bid right back up to former levels.   

The $600 level may prove a tempo-
rary resistance point, but once solidly 
over that threshold, I think gold 
could easily rise $50 within two 
weeks. 

The best low-premium buys are 
still the Austria 100 Corona (2.6%), 
U.S. American Arts Medallion 
(2.7%), South Africa Krugerrand 
(3.0%), and Mexico 50 Peso (3.5%). 

It happens that the low premium is-
sues are all out of production.  In 
times of strong demand, it may take 
a bit longer to fill larger orders for 
them while the higher premium coins 
in current production can always be 
filled from new mint shipments. 

Premiums on smaller gold coins 
like the British Sovereign (7.4%), 
French 20 Francs Rooster (8.6%), 
and Swiss 20 Francs (8.6%) are also 
reasonable.  The Sovereign is proba-
bly the most widely traded gold coin 
around the world and has a history of 
much higher premiums above gold 
value.    

Even though the gold spot price 
stalled for much of he month, de-
mand for High Grade Common-
Date U.S. Gold Coins pushed prices 
up even higher.  As I warned you last 
month, the huge supplies of $20.00 
Double Eagles on the market held 
back their performance in February.  
Even there, the overhang of supplies 
is being absorbed faster than I ex-
pected.  For $10.00 and smaller de-
nominations, however, supplies are 
tight.  Better-Date U.S. Gold Coins 
continue to attract strong interest 
from collectors if and when nice 
coins become available.. 
 

Silver and Silver Coins 
Silver closed today at $9.71, a 5 

cent (0.5%) decline from a month 
ago.  On February 2, silver closed at 
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The Month 
 

Gold Range        $33.00    5.8% 
  Net Change          -6.00 
 

Silver Range             .73    7.5% 
  Net Change            -.05 
 

Gold/Silver Ratio          58.0 
  Net change                -0.4 
 

Platinum Range     77.00     7.2% 
  Net Change       -22.00 
     

Platinum/Gold Ratio       1.85 
 

 Date   Gold     Silver  Platinum 
 Feb 01  569.50  9.76  1,065.00 
 Feb 02  572.00  9.83 1,074.00 
 Feb 03  567.25  9.73 1,072.00   

 Feb 06  570.00  9.73 1,065.00 
 Feb 07  551.00  9.38 1,051.00 
 Feb 08  550.00  9.41 1,052.00 
 Feb 09  564.50  9.63 1,064.00 
 Feb 10  550.25  9.36 1,031.00 
 

 Feb 13  539.00  9.10 1,006.00 
 Feb 14  546.00  9.30 1,010.00 
 Feb 15  539.75  9.20    997.00 
 Feb 16  545.75  9.35 1,002.00 
 Feb 17  551.75  9.40 1,004.00 
 

 Feb 20  554.00  9.50 1,009.00 
 Feb 21  554.00  9.54 1,032.00 
 Feb 22  553.75  9.57 1,025.00 
 Feb 23  548.50  9.47 1,018.00 
 Feb 24  558.50  9.68 1,029.00 
 

 Feb 27  554.50  9.60 1,028.00 
 Feb 28  561.50  9.72 1,047.00 
 Mar 01   563.50  9.71 1,043.00                    

London Silver Market Premium To New 
York Silver Market = 8¢ 
 

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

$9.83, its highest close in 22 years!  
Still, silver is up more than 30% from 
where it closed four months ago! 

As the spot price of silver passed 
$9.70, we saw a surge in liquidation.  
When the price dropped below $9.50, 
buyers came out in droves. 

At today’s close, the divergence be-
tween the New York and London silver 
markets reached 8 cents, the highest dif-
ference since the Warren Buffett silver 
squeeze in early 1998.  Should the Lon-
don price maintain this premium or it 
actually increases, we could see major 
near term hikes in the silver spot price.   

U.S. 90% Silver Coin (2.0%) remains 

the best value in physical silver.  Not 
only does it have the lowest premium, 
it is also the most widely traded form, 
the most divisible, and has the best li-
quidity.  Even though its price is still 
near its highest levels since 1984, the 
premium has increased in the face of 
mounting physical demand.   

Premiums on 100, 10, and 1 Oz Sil-
ver Ingots (3.6-4.6%) are also attrac-
tive.  With a price advantage of 16-26 
cents per ounce, however, I would 
rather own 90% Coin. 

Collectors and investors are clamor-
ing for Common and Better Date 
Mint State Morgan and Peace Sil-
ver Dollars. I expect their prices will 
rise significantly when the new Presi-
dential Dollar coins are released into 
circulation in 2007.     

 

No New News On The Privacy 
Of Safe Deposit Boxes 

Last month, I shared a rumor I had 
received from a friend that claimed 
that Bank of America and Compass 
Bank was training their employees on 
what to do in the event of a collapse 
of the U.S. economy.   

In particular it claims that Ameri-
cans would have limited access to 
their safe deposit boxes and would not 
be permitted to remove any precious 
metals stored in them.  Further,  em-
ployees were instructed to not share 
these instructions with their custom-
ers. 

We have been so busy in the past 
month that I have not had time to ex-
plore this subject with any of the 
bankers we deal with.  A few of our 
readers have called to say they had 
asked their banks and not received 
any information to confirm this ru-
mor, and that the denials of its accu-
racy could not be proven to be true. 

Workload permitting, I will investi-
gate this issue further and report what 
I learn in future issues.  Any readers 
who learn anything, either way, are 
welcome to call me at 800-527-2375. 


