
In the days after the terrorist attacks 
on September 11, the Federal Reserve 
System pumped well in excess of 
$100 billion of new money into the 
world’s financial system. 

At least $50 billion was devoted 
specifically to meet an extraordinary 
demand for U.S. currency in Europe.  
European demand was probably en-
hanced in reaction to the terrorist at-
tacks, but I suspect much of it is due 
to the coming changeover at year-end 
where the national currencies of 
France, Germany, Italy, and eight 
other nations become obsolete and are 
replaced by the Euro. 

If these huge increases in the money 
supply were not enough, Congress is 
considering legislation that could add 
at least $100 billion in spending for 
economic stimulus (read “inflation-
causing spending). 

At the same time, the Federal Re-
serve has lowered key interest rates 
more rapidly than would have hap-
pened otherwise. 

The intent of flooding money sup-
ply and lowering interest rates is to 
prompt consumers to spend them-
selves further into debt in order to end 
the current recession sooner rather 
than later. 

The unintended consequence of 
these actions is to bring on inflation. 

In uncertain times, gold tends to be-
come a much sought safe haven.  
With all that has happened with the 
terrorist attacks of September 11, the 
commencement of military action, 
and the growing fear of exposure to 
anthrax, I would have expected the 
price of gold to have soared. 

But it has not—yet. 
It did rise some, but not anywhere 

like I expected 
In the face of such a massive influx of li-

quidity, the U.S. dollar has faltered against 
other currencies.  The U.S. stock markets, de-
spite massive support from the government in 
changing rules and regulations, are shaky.  
This is a prime opportunity for gold to shine. 

Why hasn’t it?   
As I said last month, apparently central 

banks and governments have jawboned paper 
traders with threats of large gold sales, leases, 
and swaps if the price of gold were to go too 
high. 

These threats were enough to convince trad-
ers of gold contracts to largely sit on the side-
lines over the past 50 days.  About all they 
have done is cover many of their short posi-
tions. 

The gold mines have been net repurchasers 
of their forward sales. 

In the physical gold markets demand has 
been above average to strong almost every-
where in the world over the past 50 days.  
When gold broke below $280 two weeks ago, 
even price-sensitive buyers in India started 
buying. 

Still, because the physical markets are so 
much smaller than paper contract markets, 
this strong physical demand is not enough to 
move prices. 

The low interest rates are the clincher in 
holding down gold prices for the time being.  
Even LCS has gotten calls asking if we were 
interested in purchasing gold for delivery in a 
year at only 2% interest (payable in gold).  
The point it makes is that there is a lot of gold 
that could come onto the market.  If you are a 
paper trader, you don’t want to go against the 
flow.    

However, inflation is now firmly en-
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trenched in the economy.  Inefficiencies 
are also creeping into the system and 
more is spent on security and less on 
production.   Rising overhead costs spur 
attempts at higher selling prices for 
goods and services.  

We may not soon see sharply rising 
consumer prices as we saw in the late 
1970s and early 1980s, but they will 
come.  When they do, we might even 
see another gold and silver boom on the 
scale of 1979-1980. 

However, right now gold, silver, and 
many rare coins seem to me to be sim-
ply too cheap.  In ordinary times, I urge 
buying and holding precious metals and 
rare coins for insurance purposes. 

Now I think it is time to consider 
more aggressive acquisition of gold, sil-
ver and carefully selected numismatic 
coins to take advantage of this special 
opportunity.  This opportunity comes 
from the unintended consequences of 
the government’s effort to prevent a fi-
nancial collapse and to expedite the end 
of the recession.       

 

Unintended Consequences 
Be careful what you ask for because 

you just might get it.  That cliché refers 
to the negative unintended conse-
quences of something done for positive 
reasons.   

Let me digress for a moment.  Here 
are two events the might have prevented 
or mitigated the terrorist attacks on Sep-
tember 11. 

Last year, Texas Republican congress-
man (and 1988 Libertarian Party presi-
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and attacked because of it.  They may have 
not even  tried the attack if the fire retardant 
flaw did not exist. 

There are important parallels in our eco-
nomic recession.  People in positions of au-
thority, with the best intentions, wouldn’t 
allow pilots the option of carrying firearms 
and banned asbestos on the basis of faulty 
and incorrect information.  Now, those who 
are behind the massive increase in the 
money supply and the larger decrease in in-
terest rates, under the positive idea of has-
tening the end of the current recession, will 
unleash a number of negative unintended 
consequences. 

In the 1970s, I made my greatest profits 
buying when gold was cheap, before the ef-
fects of inflation spread throughout the 
economy. 

I don’t have room to discuss all the simi-
larities between now and the mid to late 
1970s, and I concede that many things are 
different.  But it sure looks to me like a 
“golden opportunity” to buy hard assets to-
day. 

The safest thing you can do to protect 
yourself  is to make sure you have enough 
insurance holdings of hard assets such as 
gold, silver, and rare coins.  In normal 
times, I suggest that 5-10% of your net 
worth be allocated to hard assets.   

After September 11, I have increased the 
percentage of my net wealth devoted to pre-
cious metals and rare coins.  For the general 
public, I now think going as high as 20% 
might be prudent. 

 

Hearing on GATA Lawsuit Mo-

tion Set For November 5  
By the time you receive this newslet-

ter, the hearing on the motion to dis-
miss the Gold Anti-Trust Action Com-
mittee (GATA) lawsuit will likely be 
over.  However, I doubt that the Fed-
eral judge in Massachusetts will have 
already rendered a decision.  You may 
still have time to buy gold before a 
possible price spike. 

To refresh your memory, GATA 
filed a suit last year against the Bank 
for International Settlements, several 
central banks, Fed Chair Alan Green-
span, several bullion-trading banks, 
and others.  Simply, the suit alleges 
manipulation to hold down the gold 
price.  Tactics used to accomplish this 
manipulation include delivering more 
gold from central bank inventories 
onto the market than reported and out-
right deception over official holdings. 

For more details of the charges and 
evidence, I refer you to other issues of 
Liberty’s Outlook over the past six 
months. 

The defendants filed a motion to dis-
miss the lawsuit.  The motion is sched-
uled to be heard November 5.  This 
hearing could be the most important 
step in the whole lawsuit.  If the suit is 
dismissed, the defendants may be able 
to rest easier. 

However, if the judge refuses to dis-
miss the case, it will proceed immedi-
ately to the discovery process.  In dis-
covery, the plaintiffs will be able to 
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Did You Know?              
A strategy that may increase your long-term profits in precious metals with little cash outlay today.  You may even improve 

your cash flow through savings in income taxes!  
The concept behind this strategy is the take advantage of changes in the relationship of the price between gold and silver, com-

monly called the gold/silver ratio.  If one metal is disproportionately high in price relative to the other, than you can profit by swap-
ping the overvalued metal for the undervalued one.  When the ratio improves, you may swap back—ending up with more metal than 
you had at the beginning—with little to no cash outlay! 

For most of U.S. history, the government maintained the gold/silver ratio at or near 16:1.  Analyses going back thousands of years 
suggest that the ratio has varied from about 8:1 to over 30:1.  Today, the ratio is much higher, more than 65:1. 

There have been constant sizeable shortages since 1990 of new silver supplies to cover demand.  Most pre-existing inventories 
have already been consumed covering these shortages.  At some point in the not too distant future, I anticipate that the price of sil-
ver will take off.  When it does, the gold/silver ratio will fall dramatically.  I would not be surprised if it dropped below 40:1. 

To be conservative, I still recommend that about half of your bullion holdings be in gold and half in silver.  Why not check your 
relative holdings today using the prices on the Computer Quotes page as a guide.  As an example, someone holding 100 ounces of 
U.S. American Arts Medallions and $5,000 face of U.S. 90% Coin has about 62%/38% gold/silver holdings.  To balance them about 
equally would call for swapping 20 ounces of Medallions for 90% Coin.  We can calculate this swap so that your only out-of-pocket 
cost today is postage. 

The bonus of improved cash flow applies to those who would be in a loss position on their gold traded in.  Since the swap would 
be for a product of a different metal, this swap is a taxable event.  The IRS requires the gain or loss reported on your current year 
income tax return.  You can deduct up to $3,000 in capital losses in excess of any gains realized each year with any excess carried 
over to deduct in future years.  That way, with little cash outlay, you might reduce your taxes by hundreds of dollars this year.   Ob-
viously you should consult your tax professional to check the particular tax circumstances that apply to you.   

Note:  the high premiums for physical silver will likely evaporate when the price of silver takes off, reducing your potential gain.  
But, to me, gold appears so far overvalued relative to silver that it is well worth considering.  Call us for further information.      
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dential candidate) Ron Paul intro-
duced legislation to increase security 
on commercial flights by permitting 
(but not requiring) pilots to carry 
firearms on board.   

The rationale was that most pilots 
received their flight training in the 
military, where they also received 
good training with firearms.  This 
bill died without action.  Had it be-
come law, the threat of facing an 
armed flight crew might have 
thwarted plans for plane hijackings. 

Next, when the World Trade Cen-
ters were designed, the specifications 
included a fire retardant that would 
contain a raging fire for four hours 
before the vertical steel beams would 
fail.  The retardant was used from 
the ground up through the 64th 
floors of the buildings when, in 
1971, the city of New York banned 
further use of this retardant.  

The man who invented this retar-
dant back in the 1940s, Hebert Le-
vine, immediately predicted, “If a 
fire breaks out above the 64th floor, 
that building will fall down.” 

As we all now know, he was right.   
If this retardant, composed of min-

eral wool and asbestos, had been 
used through the World Trade Cen-
ter, the death toll would like have 
been only in the hundreds, not thou-
sands.  In fact, the terrorists may 
have known of the structural flaw 
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ask questions of the defendants which 
they must answer under oath.  The de-
fendants are pulling out every trick pos-
sible to avoid having to answer ques-
tions so far. 

For instance, the defendants are trying 
to claim that the Treasury Department’s 
Equalization Stabilization Fund (ESF) 
has never traded gold despite two com-
ments in minutes of the Federal Reserve 
Open Market Committee discussing 
such swaps.  It is possible that GATA 
will present an ex-Treasury official at 
the hearing who will acknowledge that 
he personally signed the documents for 
the trades that supposedly were never 
done.  

If the defendants are compelled to 
give truthful answers, GATA may con-
firm that central banks have sold, 
leased, and swapped hundreds of mil-
lions of ounces of gold over the past 
decade in excess of amounts already re-
ported. 

By the way, GATA keeps coming up 
with more damning data.  Here are 
three fresh examples. 

At the May 22, 2001 U.S. House Fi-
nancial Services Committee hearing, 
Rep Ron Paul asked Treasury Secretary 
Paul O’Neill point blank, “Do we have 
gold swaps with Germany?”  O’Neill 
then spoke for several minutes stating 
that he knew the answer but without 
ever actually answering the question.  

In January 2001, The International 
Monetary Fund (IMF) changed the ac-
counting requirement for central banks 
that engage in gold swaps.  These trans-
actions normally involve the immediate 
sale of gold for foreign exchange and a 
simultaneous contract for the future 
purchase of an equal amount of gold.  

In the past, the gold would be sub-
tracted from the seller’s position until 
they completed the repurchase.  Now 
the sellers are required to report the 
gold they have sold as still being part of 
their reserves!  This change in reporting 
even further obscures what is actually 
happening with official gold holdings 
and almost certainly overstates it. 

This accounting change is important 
because the Federal Reserve reports 
changes in the gold held for other cen-
tral banks.  Although the September 
1999 Washington Agreement limited 
gold and sales and leases, it did not 
limit gold swaps.  The foreign gold held 
by the Federal Reserve has been declin-
ing by more than the amounts allowed 

by the Washington Agreement.  The in-
ference is that gold swap activity may 
have increased to help continue the gold 
market manipulation. 

I’ll pass along more details in future 
issues.  

 

Milton Friedman Calls Euro 
Currency A Great Mistake  

In September Nobel Prize-winning 
economist Milton Friedman called the 
idea of the Euro currency, the common 
currency to be used in eleven European 
nations, a great mistake.   

In an essay he wrote for an Italian 
newspaper, he cited the example of Ire-
land as needing to now tighten its 
monetary policy.  Unfortunately, it will 
not be allowed to do so because the 
same policy will apply in all eleven na-
tions. 

In a subsequent interview with Irish 
Times, Friedman predicted that the 
varying economic fortunes across the 
member nations will lead to serious dif-
ferences over the policies that the Euro-
pean Central Bank should follow.  In 
essence, the objective of political unity 
could become even more difficult to 
achieve than is now the situation. 

Friedman then admitted that the gold 
standard was the closest the world had 
seen of a successful multinational cur-
rency. 

      

Gold and Gold Coins 
Gold closed today at $280.00, down 

$10.50 (3.6%) in the last four weeks.   
The  strong surge in physical demand 

beginning September 11 subsided from 
late September to mid-October.  De-
mand has been strong again in the past 
two weeks as the fear of anthrax terror-
ism has grown. 

The spotty supply shortages we saw 
in September has mostly been cured as 
mints stepped up production.  The U.S. 
Mint reported that September Gold Ea-
gle sales exceeded the sales of the pre-
vious two highest sales months in 2001 
combined! 

Premiums are little changed from last 
month.  The best bullion  buys are still 
the U.S. American Arts Medallion 
(2.1%), and  Austria 100 Corona 
(2.3%).  I don’t recommend the U.S. 
American Eagle (6.0%), Canada Ma-
ple Leaf (6.0%), Australia Kangaroo 
(6.5%), or Austria Philharmonic 
(6.5%) as their premiums are too high.   

Even though the American Eagles are 
the best selling gold bullion coins now, 
their premiums are destined to fall 

when there are enough coins on the mar-
ket for continuing liquidations to cover 
new demand.  This decline in premium 
has already affected the Medallions, 100 
Coronas, South Africa Krugerrands 
(3.3%), and Mexico 50 Pesos (4.5%).  It 
is almost inevitable for any long-running 
bullion issue.   

There is no reason to spend an extra 
3% today to buy a particular gold coin 
when you will likely not get 3% extra 
when you eventually sell. 

Among smaller gold coins, I really like 
the British Sovereign (6.2%).  It is one 
of the most widely traded gold coins 
around the world, and has a history of 
trading at much higher premiums to 
gold. 

The quick rise in the prices of Com-
mon-Date U.S. Gold Coins in Septem-
ber led to some profit-taking when de-
mand subsided.  Prices dropped slightly 
for a few weeks.  Although $20.00 Dou-
ble Eagles have not yet recovered to last 
month’s prices, many other denomina-
tions are now higher than they were.  In 
these uncertain times, prices may well 
continue to rise. 

As I keep noting, it is almost impossi-
ble to locate groups of Better-Date U.S. 
Gold Coins.  When Chief Numismatist 
Allan Beegle attended the Long Beach 
Exposition in California a few weeks 
ago, he did not see a single group—no 
matter the price!  He also found out that 
the 1908-D No Motto $20.00 St Gaudens 
that we had just offered were in high de-
mand by other dealers.  Of the few speci-
mens at the show, none were available 
within 5% of the price at which our 
smart customers snapped them up! 

Allan was fortunate to locate a lovely 
group of Choice Mint State-63 1898-S 
$20.00 Liberties recently.  The way the 
market is going, I was half tempted to 
put them aside and wait for the market to 
rise.  But we have found that customers 
who are happy with good buys they get 
from us are an excellent source of new 
customer referrals.  So, enjoy reviewing 
the enclosed offer. 

 

Silver and Silver Coins 
Silver settled today at $4.23, down  39 

cents (8.4%) from the last newsletter. 
The price of silver may have slipped 

noticeably, but the prices of physical sil-
ver bullion products did not drop by the 
same percentage.   

In fact, the premium on U.S. 90% Sil-
ver Coin (14.7%) is up sharply from the 
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9.3% premium four weeks ago.   The 
premium on U.S. 40% Silver Coin 
(16.2%) is up from 11.5% at the begin-
ning of the month.  Even 100 Ounce In-
gots (11.1%) are up from their 9.7% 
premium. 

In my annual analysis of silver market 
fundamentals (most recently in the April 
4, 2001 issue of Liberty’s Outlook), I 
have anticipated shortages of physical 
silver supplies that would eventually 
lead to a price explosion.  Smaller 10 
Ounce and 1 Ounce Silver Ingots 
(15.4%) are in such tight supply that we 
are having to purchase newly fabricated 
product rather than simply buying in-
ventories from bullion wholesalers. 

In effect, there is a two-tier silver mar-
ket.  Paper contracts trade at the “spot” 
price.  But if you want physical silver, 
you have to buy it at a higher price. 

As physical supplies tighten, I would 
not be surprised to see premiums rise 
further.  The only long-term cure for 
supply shortages is sharply higher 
prices. 

Demand for numismatic silver coins 
has held steady, with little price move-
ment in the past month.  Rolls of Mint 
State and Proof Franklin Half Dol-
lars, and the uncommon dates of 
Washington Quarters and Roosevelt 
Dimes are selling well.  It is almost im-
possible to find any groups, whether 
priced reasonably or not.  Mint State 
Pre-1967 Canada Silver Dollars have 
firmed, although you can still find some 
bargains in the later Canada Cased 
Proof Silver Dollars (such as the 1986 
issue that Senior Numismatist Tom 
Coulson lists in Notes From Liberty).    

 

Pick Of The Month—2001   
U.S. 1/4 Oz Platinum Eagles 

There are so many kinds of bargains 
on the market today that it can be really 
tough picking the best one.   

This time, instead of picking my usual 
safe, conservative coin, I am going to 
stick my neck out a little bit on a riskier 
item—the 2001 U.S. 1/4 Oz Platinum 
Eagle!  It is a combination of four rea-
sons that make them so appealing. 

1)  Mintages for all four sizes of 2001 
Platinum Eagles may end up being the 
lowest since the series began in 1997.  It 
looks like the 1/4 Oz will end up less 
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The Month 
 

Gold Range         $17.00   5.9% 
  Net Change         -10.50 
Silver Range             .46  10.0% 
  Net Change            -.39 
Gold/Silver Ratio              66.2 
  Net change                      +3.3 
Platinum Range    38.00    8.9% 
  Net Change         -7.00       
Platinum/Gold Ratio         1.49 
 

   Date        Gold     Silver  Platinum 
   Oct 03     290.50     4.62      425.00 
   Oct 04     290.50     4.65     429.00 
   Oct 05     291.50     4.67     427.00 
    
   Oct 08     292.50     4.65     433.00 
   Oct 09     288.50     4.54     430.00 
   Oct 10     285.50     4.42     426.00 
   Oct 11     281.75     4.42     446.00 
   Oct 12     284.75     4.45     448.00 
 
   Oct 15     282.00     4.38     456.00 
   Oct 16     281.75     4.33     441.00 
   Oct 17     283.25     4.35     439.00 
   Oct 18     279.25     4.25     430.00 
   Oct 19     280.25     4.26     436.00 
 
   Oct 22     275.50     4.22     425.00 
   Oct 23     276.00     4.23     428.00 
   Oct 24     276.00     4.21     420.00 
   Oct 25     277.75     4.22     424.00 
   Oct 26     278.00     4.21     434.00 
 
   Oct 29     279.00     4.23     434.00 
   Oct 30     280.75     4.25     430.00 
   Oct 31     280.00     4.23     418.00 
                                                                                                          

London Silver Market Premium To New 
York Silver Market = 3¢ 
 

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

than 20,000 coins and maybe even less than 
15,000 for the year.  The higher mintage 
2000-date 1/4 Eagle is selling for well over 
$200.  The 2001-date coins could sell for 
even more within the next few months. 

2)   Platinum Eagles are almost certain to 
be the lowest mintage of all U.S. 2001-dated 
coins! 

3)  Primary distributors have told us that 
the U.S. Mint has already cut off sales for 
the year on this coin—the earliest the Mint 
has ever ended sales on any bullion product!  
When the Mint again takes orders on 1/4 Oz 
Platinum Eagles at the end of December, it 
will be for 2002-dated coins. 

This early cut off of orders has taken 
wholesalers and retailers by surprise.  I 

don’t think anyone had placed their late-
year orders to cover demand for holiday 
gifts.  For all practical purposes, the 2001 
1/4 Oz Platinum Eagles is simply unavail-
able.   

We know this because we scoured the 
country looking for these coins as soon as 
we heard of the sellout.  Our combined 
purchases came to less than 50 pieces 
among all wholesalers together!  The only 
ones we didn’t buy were two pieces for 
which the dealer said he did not want to 
quote us a price because it was very high. 

This supply squeeze at a time of critical 
demand is likely to result in quick price 
jumps.  We saw that happen in late 1999 
when the U.S. Mint cut off orders of 1999 
Proof Sets in early December, retroac-
tively reducing and canceling orders they 
had previously accepted.  Because of this, 
1999 Proof Sets are now selling for dou-
ble the price of 2000 sets, even though to-
tal mintages aren’t that far apart. 

4)  It is still possible to acquire 2001 1/4 
Platinum Eagles at a lower price than at 
the beginning of the year.  In the past 
eight years, platinum prices have ranged 
from a low of $340 to a high of $632.  
Today we are much closer to the low than 
the high point of the cycle. 

For all these reasons, I consider the pur-
chase of 2001 1/4 Platinum Eagles worth 
a higher level of risk in return for a sig-
nificant profit opportunity.   

 

Mint Will Not Strike More Buf-
falo Commemoratives 

Treasury Secretary Paul O’Neill re-
cently turned down the request from the 
Smithsonian Institution to strike addi-
tional commemorative Buffalo Dollars. 

Technically, the request from the Smith-
sonian should have been sufficient to 
mandate that more coins be struck.  How-
ever, that prospect enraged many collec-
tors who made their voices heard.  In the 
end, O’Neill said that the Smithsonian 
could only have requested a higher mint-
age before the original coins went into 
production.  He also pointed out, wisely I 
think, that after-the-fact tinkering with a 
commemorative program would cause the 
Mint to lose credibility with its customers 
and hurt future sales. 

 
 


