
Two months ago I forecasted that the 
prices of gold and silver would be far 
higher by the end of September.  When 
asked to quantity my prediction, I said 
that gold should reach $1,300 and silver 
would surpass its March 14, 2008 high of 
$20.57. 

When I made this prediction, the price 
of gold was under $1,200 and silver was 
in the low $18s. 

Gold closed on the US COMEX at 
$1,306.50 on September 28.  Silver set-
tled at $20.75 on September 16.  Since 
then, both metals have risen further. 

Before you call me a genius, I have to 
remind you that I originally expected this 
price surge to occur by the end of July.  
So, although my sense of the direction of 
the market was accurate, my initial timing 
was off. 

Let me be clear about one point, howev-
er.  The prices of gold and silver are not 
changing.  What is changing is the value 
of the US dollar that most Americans use 
to measure the prices of other assets.  As 
the value of the dollar drops, the dollar-
measured price of everything else will go 
up. 

Since June 28, the value of the US dol-
lar has plummeted when compared to the 
22 other currencies that I track.   

In the past fourteen weeks, the US dol-
lar index, which measures the value of the 
dollar against a market basket of other 
currencies, has declined 9.2%.  The dollar 
has fallen by more than 10% against the 
Australian dollar, Chilean peso, Euro, and 
Swiss franc.  It has also fallen by at least 
5% against currencies from Brazil, Japan, 
New Zealand, Philippines, Singapore, 
South Africa, South Korea, and Thailand.  
It was also lower against all of the other 
ten currencies I track. 

The falling value of the US dollar is-
n’t happening by accident.  It is being 
trashed—by the US government. 

At the conclusion of their September 
21 meeting, the Federal Open Market 
Committee (FOMC) issued a statement 
saying that inflation was too low in the 
US.   

The exact words were, “Measures of 
underlying inflation are currently at lev-
els somewhat below those the Commit-
tee judges most consistent, over the 
longer run, with its mandate to promote 
maximum employment and price stabil-
ity.  With substantial resource slack con-
tinuing to restrain cost pressures and 
longer-term inflation expectations stable, 
inflation is likely to remain subdued for 
some time before rising to levels the 
Committee considers consistent with its 
mandate.” 

Supposedly, the FOMC was relying on 
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US Bureau of Labor Statistics for the con-
sumer price index, excluding unimportant 
data such as food and energy costs, which 
officially showed an increase of only 0.9% 
from August 2009 to August 2010. 

What the FOMC specifically ignored is 
the actual rate of price increases.  The Bu-
reau of Labor Statistics regularly tinkers 
with its methodology, with the invariable re-
sult of showing lower increases in price lev-
els.  John Williams, who publishes his re-
search at http://www.shadowstats.com, has 
computed the consumer price index using 
the methodology of the US Bureau of Labor 
Statistics in 1990 and in 1980.  By his calcu-
lations, consumer prices are up about 8% in 
the past year. 

2010 Year To Date Results 
as of October 5, 2010 

 

Precious Metals   
 Palladium              +41.3% 
 Silver                +35.0% 
 Gold                +22.3% 
 Platinum              +15.6% 
  

Numismatics 
 US MS-63 $20 St Gaudens      +1.4% 
 US MS-65 Morgan Dollar, Pre-1921 +0.0% 
 US MS-63 $20 Liberty         -20.4% 
 

US Dollar vs Foreign Currencies 
 Euro                +3.5%  
 Great Britain Pound         +1.7% 
 Hong Kong Dollar          +0.1% 
 China Yuan             -1.9% 
 New Zealand Dollar         -3.1% 
 Canada Dollar            -3.2% 
 South Korea Won          -3.7% 
 Brazil Real             -4.1% 
 India Rupee             -4.2%   
 Mexico Peso            -4.5% 
 Switzerland Franc          -6.6% 
 Singapore Dollar          -6.9% 
 South Africa Rand          -7.0% 

 Australia Dollar           -7.5% 
 Japan Yen              -10.6% 
    

 U.S. Dollar Index    77.736    -1.2% 
 

US And World Stock Market Indices 
 Russell 2000            +10.2% 
 NASDAQ              +5.8% 
 Dow Jones Industrial Avg      +5.0% 
 Dow Jones World (excluding US)  +4.4% 
 Frankfurt Xetra DAX        +4.3% 
 London FT 100           +4.1% 
 S&P 500              +4.1% 
 Sao Paulo Bovespa         +3.9% 
 Nikkei 225             -2.4% 
 Australia S&P/ASX 200       -5.4% 
 Shanghai Composite         -19.0% 
  

 10 Year US Treasury Note interest rate 
             2.474%   -35.5% 
 

Intrinsic Metal Value Of U.S. Coins 
 Lincoln cent 1959-1982       2.44¢ 
 Lincoln cent 1982-date        0.60¢ 
 Jefferson nickel non-silver      6.08¢ 
 Roosevelt dime, 1965-date      2.76¢ 
 Washington quarter, 1965-date    6.89¢ 
 Kennedy half dollar, 1971-date    13.79¢ 
 



rose more than 2%. 
This week’s announcements have 

led to even higher prices, with the sil-
ver COMEX settling at $23.02 today 
and gold setting another record high 
of $1,346.50! 

Questions about whether central 
banks really do have all the gold re-
serves that they report and whether the 
gold or silver exchange traded funds 
really have all the precious metals re-
quired to back up their outstanding 
shares are getting much more publici-
ty than they did just a few months 
ago! 

If you look at the table on the front 
page, you see that all four precious 
metals are up sharply this year and 
that even the worst result is better than 
the best result for the stock indices 
that I follow!  A wide swath of com-
modities are up sharply thus far in 
2010, giving lie to US government 
statistics purporting to show virtually 
no consumer price increases. 

A falling US dollar is not the only influence 
pushing up gold and silver prices.  There is the 
rising demand for physical precious metals 
from investors who used to be satisfied with pa-
per contracts. 

For several weeks now, it appears that outside 
silver supplies are being brought into COMEX 
warehouses, being initially described as inves-
tor inventories.  Then, invariably, the newly re-
ceived silver is reclassified as dealer inventory 
within two trading days, then shipped right 
back out the door to fulfill maturing contracts 
where the owners are demanding physical de-
livery.  Supposedly the COMEX has just over 
110 million ounces of inventory in its bonded 
warehouses, but this core position seems to be 
unavailable to meet contractual liabilities. 

No one is officially making a statement, but 
bits of information I receive from multiple 
sources indicate that the gold and silver markets 
are on the brink of a supply squeeze.  There are 
just too may strange moves where those who 
own maturing contracts on the COMEX or Lon-
don Bullion Market Association are either be-
ing settled for cash or simply have to wait 
months longer to receive their physical metal.  
The ETFs are having to admit that there could 
be multiple ownership claims on at least some 
of the inventories they hold that are supposedly 
dedicated to back their outstanding shares. 

About two weeks ago, the annual anniversary 
of the Central Bank Gold Agreement hit.  Of 
the 400 ton quota of gold authorized to be sold 
in the year, the signatory central banks sold less 
than 2% of that amount!  Even taking into ac-
count the gold sold by the International Mone-
tary Fund, barely half of the quota was met.  
Right about the time of the anniversary, the Eu-
ropean Central Bank announced that its mem-
ber governments would once again sell virtually 

 
The FOMC statement further reads, 

“The Committee will also maintain its 
existing policy of reinvesting principal 
payments from its securities hold-
ings.”  This refers to the practice of 
taking collections on mortgages by 
Fannie Mae and Freddie Mac and us-
ing these proceeds to increase the US 
money supply through the purchase of 
US Treasury debt. 

It is probably no accident that also 
on September 21 Larry Summers, who 
is head of the National Economic 
Council, announced that he will be 
leaving that position and returning to 
academia at the end of the year. 

The Fed has now openly stated that 
it will inflate the money supply and 
work toward achieving higher increas-
es in consumer prices under the claim 
that this will somehow lead to price 
stability.  Huh! 

On Monday, October 4, US Presi-
dent Barack Obama admitted that the 
US government is in an “untenable 
fiscal situation.”  In doing so, he basi-
cally declared that the US dollar is 
overvalued. 

Also on October 4, Federal Reserve 
Chair Ben Bernanke addressed the an-
nual meeting of the Rhode Island Pub-
lic Expenditure Council.  Among his 
chilling remarks: 

“But history makes it clear that 
countries that continually spend be-
yond their means suffer slower growth 
in incomes and living standards and 
are prone to greater economic and fi-
nancial instability.” 

Later on he said, “If current policy 
settings are maintained, and under rea-
sonable assumptions about economic 
growth, the federal government will 
be on an unsustainable path in coming 
years, with the ratio of federal debt 
held by the public to national income 
rising at an increasing pace.” 

Within the past week, the presidents 
of two Federal Reserve Banks, New 
York and Chicago, were quoted as ad-
vocating that the US government take 
steps to increase consumer prices. 

Rising prices is simply another way 
of saying that the value of the US dol-
lar is falling. 

Now that government officials from 
the president on down have told the 
public that the value of the US dollar 
is going to decline further, what has 
been the reaction? 

On September 21, the FOMC an-
nouncement led the price of gold to 
set an all-time high price (ignoring in-
flation) and the price of silver quickly 

(Continued from page 1) 

no gold in the new fiscal year of the 
agreement. 

A few years ago, the specter of central 
bank gold sales was one of the tactics 
used to help suppress gold prices.  The 
discontinuation of such sales tilts the gold 
market more into a shortage position. 

About two weeks ago, Anglogold 
Ashanti gave up hoping for any relief on 
the losses it has sustained from its presold 
gold contracts.  The company will issue 
about $4 billion of stock to be used to buy 
back 2.9 million ounces of gold that it 
sold for future delivery at far lower pric-
es.  This is similar to the action taken by 
Barrick Gold last year, where it booked 
losses on its presold gold contracts that 
exceeded the total profits that Barrick had 
earned in its entire existence. 

    

So Where Do We Go From 
Here? 

I see two possible scenarios for the next 
four months. 

The more conservative one is that gold 
will reach $1,600 by the end of January, 
with silver topping $25.  This would only 
happen if somehow president Obama, Fed 
Chair Bernanke, and other top officials 
retract their statements that the US dollar 
is overvalued and should fall further. 

The other prospect is that there will be 
one of two possibilities.  First, there could 
be a global tidal wave of countries trying 
to debase their currencies even more than 
the dollar falls.  Japan, Brazil, Columbia, 
and Peru and possibly others have spent 
large amounts in the past month trying to 
reverse the appreciation of their curren-
cies versus the dollar. 

Summary Of Current LCS 
Recommendations For Precious 

Metals and Rare Coins 

     

How much of your total net worth should be 
allocated to precious metals and rare coins? 
 

     Conservative  Moderate Aggressive 
       10%           20%      25-33% 
 

How much to allocate for each category of 
precious metals and rare coins?* 
 

     Conservative  Moderate Aggressive 
Gold       40%      35%       25% 
Silver      60%      55%       50% 
Rare Coins     0%      10%       25% 
TOTAL   100%     100%    100% 
 

*Platinum and palladium both have volatile markets 
with long-term supply/demand fundamentals that are 
not as attractive as those for gold, silver or rare coins.  
While either or both may outperform gold, silver or 
rare coins in the short- to long-term, to be conser- 
vative we have omitted them from our allocation.  



62% of the bonds at the guaranteed price.  
Officially, all of the bonds sold, but the reali-
ty is that the outside buyers have largely 
evaporated. 

The clear meaning of the failed auction is 
that the former enthusiastic buyers consider 
the US dollar to be overvalued.  To protect 
themselves from a higher risk of decline in 
value, the buyers want a higher interest rate.  
Perhaps the failure of this auction is why so 
many government officials are now admitting 
that the dollar is going to fall in value. 

 

Are Rules Changing For 
COMEX Contract Owners? 

One way to try to make it difficult for in-
vestors to take delivery of physical precious 
metals would be to change the rules.  An in-
vestor reported last month this his broker has 
severely restricted the flexibility of what he 
could do with his ownership of a COMEX 
gold contract.  Now he has only three op-
tions:  he can take delivery, leave in stored in 
the COMEX bonded warehouse, or sell it 
back to the broker.  Previously, this investor 
could also leverage the contract, put it out on 
lease, or engage in other activities that could 
generate a bit of income. 

I don’t know how many brokers have 
changed their rules to limit the flexibility of 
those who own COMEX gold or silver con-
tracts.  What I anticipate will happen in the 
coming months is that more brokers will im-
pose more restrictions and that the COMEX 
itself may even adopt some of these limits. 

It may be prudent to expedite the elimina-
tion of your COMEX and LBMA contracts 
and replacing them with physical metals in 
your direct custody or stored in a segregated 
account under your own name. 

 

Report on September Hearing 
On Private Retirement Ac-
counts 

Last month I explained how the upcoming 
September 14-15 joint hearing by the Depart-
ments of Labor and Treasury would be dis-
cussing the first step of a plan that has the ul-
timate goal of the US government seizing all 
assets in private retirement accounts. 

The hearing came and went.  The news 
coverage was limited and extremely low key, 
which is exactly what the US government 
wanted.   

I watched a few snippets of the live broad-
cast of the hearing and found it incredibly 
boring and sleep-inducing.  There were no 
speakers raising awkward points such as ask-
ing if these proposed changes had the goal of 
mandatory confiscation of private retirement 
assets.  Instead, the speakers were raising mi-
nor side issues to do with offering annuities 
to all retirees with a private retirement ac-
count. 

For now, these annuity programs will be 

 
Second, there could be an outright de-

fault on the delivery of physical gold or 
silver. 

Under either of these scenarios, there 
would be a sudden sharp increase in de-
mand for physical precious metals, caus-
ing huge price spikes.  Gold could easily 
reach $2,000 by the end of 2010 and sil-
ver would soar well over $30. 

The scary part of this latter possibility 
is that the surge in demand and spike in 
prices could occur so fast that, for all 
practical purposes, most people will 
simply be unable to buy gold or silver at 
all. 

To avoid this risk, I recommend estab-
lishing your gold and silver positions 
quickly, if you have not already done so.  
I’m not advocating that you dump all 
your other assets to jump exclusively in-
to precious metals.  But, whatever you 
plan to do, get it done now! 

See the chart on page two for suggest-
ed allocations. 

    

US Treasury Debt Auction 
Fails 

In years past, there was such strong de-
mand for US Treasury debt that it was 
typical for bidders to offer to purchase 
triple the amount being offered for sale 
at the interest rate set in the auction. 

A year ago, buyers started closing their 
wallets.  Although the Treasury is still 
trying to pretend that demand is very 
strong for all of its debt issues (the very 
short-term debt has been strong in reac-
tion to this year’s European fiscal cri-
ses), it appears that a significant percent-
age of the longer term debt is actually 
being purchased by either the Federal 
Reserve or with the proceeds of debt col-
lections by Fannie Mae and Freddie 
Mac.  The reported data appears to be 
fudged to make it appear that outside 
buyers are as strong as ever. 

Demand for long term US Treasury 
debt has fallen even more over the past 
year.  It is becoming clear that the US 
government can no longer automatically 
count on the Chinese and Japanese cen-
tral banks, other foreign investors, and 
large investment funds to extend credit 
to the US government. 

On Thursday, September 9, the Treas-
ury’s auction of 30-year bonds failed. 

That is not how the mainstream finan-
cial media reported the news.  Instead of 
having the available bonds subscribed 
multiple times over, bidders only pur-
chased about 38% of the bonds at prices 
guaranteed by the Wall Street banks that 
underwrote the auction.  As a result, the-
se banks were forced to buy the other 

(Continued from page 2) provided by private companies and will 
be optional for the retiree.  The plan out-
lined in the October 2008 Congressional 
hearings is that the annuities will later be-
come mandatory and be provided by the 
US government once it takes possession 
of all private retirement assets and replac-
es them with US government bonds. 

The initial talk about seizing some or all 
retirement assets started in 1992 after the 
failure of the Clinton administration to 
overhaul the health care system.  The 
original plan put forth called for seizing 
15% of private retirement plan assets and 
taxing new contributions at the 15% rate 
in return for granting an income tax ex-
emption for all distributions later re-
ceived. 

When the Republicans became the ma-
jority party in the House of Representa-
tives after the 1994 elections, discussion 
of seizing private retirement assets was 
put on hiatus. 

After the 2008 elections, however, the 
Democrats controlled the presidency and 
both chambers of Congress.  A new plan 
was unveiled which would result in all 
private retirement assets being turned 
over to the US government, to be re-
placed with government bonds paying a 
3% inflation-indexed interest rate. 

The only practical roadblock toward 
this confiscation happening within the 
next 2-3 years would be for the Republi-
can party to become a majority in one or 
both houses of Congress in the elections 
coming up next month. 

I am hopeful that the government’s plan 
to seize private retirement assets will be 
delayed, if not completely forestalled.  I 
will pass along any developments as they 
occur, 

 

Silver and Silver Coins 
Silver ended today at $23.02, soaring 

$3.04 (15.2%) over the past month. 
 As prices rose, we saw an increase in 

both liquidation and purchasing.  The net 
effect has been for most premiums to de-
cline simply because of the much higher 
spot prices. 

However, there are two exceptions.  
The Royal Canadian Mint cut off sales of 
2010-dated Silver Maple Leafs (11.7%) 
so abruptly that it left several dealers with 
unfulfilled commitments to deliver coins 
they could no longer get.  This sparked a 
bidding war for 2010-dated coins.  The 
RCM should have 2011-dated coins on 
the market within a few weeks, when I 
expect premiums to become more reason-
able. 

The second exception occurred last 
(Continued on page 4) 



Thursday when the US Mint announced 
that it was raising the premium on US Sil-
ver Eagle Dollars (11.9%) by 50 cents per 
coin.  In last month’s newsletter, I had 
speculated that this might occur, and it did.  
The higher price for 2010-dated coins has 
led to price rises for earlier-dated issues.  
While the US Mint may yet impose anoth-
er price increase upon release of the 2011-
dated Silver Eagles at the beginning of Jan-
uary, their high premium, more than $1.00 
per ounce higher than US 90% Silver 
Coin (2.7%), makes them even less attrac-
tive now. 

There is one silver lining to the end of 
production of 2010-dated Silver Maple 
Leafs.  The RCM released the first of what 
will be a six-coin series commemorating 
Canadian Wildlife, all struck in .9999 fine 
1 ounces of silver.  We were able to ac-
quire a sizeable quantity of the first issue, 
the Canada 2011 1 Ounce Silver Wolf, 
just before they were all sold out at the 
Mint.  Because of our timely purchase, we 
can offer them at significant savings to the 
prices at which they are selling in internet 
auctions. 

  

Gold And Gold Coins 
Gold closed on the COMEX today at 

$1,346.50, up a huge $91.00 (7.2%) from 
four weeks ago. 

Ignoring the effects of inflation, gold set 
a multitude of all-time high records in re-
cently.  For the 15 trading days from Sep-
tember 14 to October 4, for instance, the 
COMEX close set a new record on 12 of 
those days! 

The US Mint has discontinued sales of 
the 2010-dated US Buffalo (8.3%) and an-
nounced that no more orders will be ac-
cepted this year.  Premiums have jumped 
significantly so I consider them a poor 
choice for value now. 

So far, other products continue to be 
readily available, though we may see some 
shortages appear over the next couple of 
months as mints cease production of 2010-
dated coins and start striking 2011-dated 
pieces. 

It is possible that in the next year we may 
see a surge in demand in gold coins of a 
quarter ounce size or smaller.  This would 
be a direct result of the existing expansion 
of Form 1099 reporting that would take ef-

(Continued from page 3) 
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The Month 
 

Gold Range        102.00     8.1% 
  Net Change       +91.00 
 

Silver Range           3.22   16.1% 
  Net Change         +3.04 
 

Gold/Silver Ratio           58.5 
  Net change                -4.3 
 

Platinum Range  169.00    10.8% 
  Net Change    +150.00 
     

Platinum/Gold Ratio       1.27 
 

 Date   Gold     Silver  Platinum 
 Sep 08  1,255.50  19.98 1,562.00 
 Sep 09  1,249.00  19.81 1,553.00 
 Sep 10  1,244.50  19.80 1,543.00    

 Sep 13  1,245.00  20.11 1,550.00 
 Sep 14  1,269.75  20.40 1,594.00 
 Sep 15  1,266.50  20.54 1,605.00 
 Sep 16  1,272.00  20.75 1,612.00 
 Sep 17  1,275.50  20.79 1,622.00 
 

 Sep 20  1,279.00  20.78 1,632.00 
 Sep 21  1,272.50  20.62 1,612.00 
 Sep 22  1,290.00  21.03 1,633.00 
 Sep 23  1,294.25  21.19 1,654.00 
 Sep 24  1,296.00  21.38 1,645.00 
 

 Sep 27  1,296.75  21.46 1,615.00 
 Sep 28  1,306.50  21.69 1,641.00 
 Sep 29  1,308.50  21.93 1,657.00 
 Sep 30  1,307.75  21.80 1,658.00 
 Oct 01  1,316.00  22.04 1,682.00 
 

 Oct 04  1,315.50  22.01 1,672.00 
 Oct 05  1,339.00  22.71 1,700.00 
 Oct 06  1,346.50  23.02 1,712.00                      
  

London Silver Market Premium To New 
York Silver Market = 4¢ 
 

Gold, silver and platinum quotes are work-
ing spots at 1:45 EST/EDT each day, 
quoted in U.S. dollars per troy ounce. 

fect at the beginning of 2012.  If any busi-
ness (including coin dealers) purchases any 
goods or services from any seller in 
amounts that total at least $600 in a calendar 
year, the company will have to send the re-
cipient a 1099 Form.  Since 1 and 1/2 ounce 
gold coins are already worth more than 
$600, there will doubtless be some gold 
owners looking to be able to sell gold in 
amounts less than $600, which means small-
er size coins. 

Congress has taken so much heat over the 
expansion of 1099 Forms that was part of 

the health care bill adopted in March that 
both parties are looking for ways to lighten 
the paperwork burden before it goes into ef-
fect.  So far, President Obama has been to-
tally opposed to repeal of this provision be-
cause any change might spark efforts to 
modify other provisions of the new health 
care law. 

Still, I expect that significant relief will be 
enacted before 2012.  Because of this, I do 
not advocate making any gold purchases or 
swaps solely on the basis that a 1099 Form 
might be required should you sell coins or 
bars with a price over $600.  If the premi-
ums start to rise on smaller issues, it might 
be worth considering a swap to gain more 
ounces without having to pay out any funds.   

As has been true for several months, my 
recommended low premium forms are the 
US American Arts Medallions (3.8%), 
Austria 100 Coronas (3.8%), and Mexico 
50 Peso (3.9%).  Premiums are down slight-
ly on Canada Maple Leaf (4.8%) and South 
Africa Krugerrand (4.8%) as well on many 
smaller size gold coins. 

With higher gold prices, Classic US Gold 
Coins in grades of Mint State-62 or lower 
have generally seen premiums fall, with 
some outright price declines.  It is mostly a 
different story with coins that grade Choice 
MS-63 or higher.  MS-63 $10 Liberties, for 
example, are up almost 13% in the past four 
weeks.  At the Long Beach Exposition last 
month, LCS Chief Numismatist Allan Bee-
gle had unusually good fortune at being able 
to pick up two lots of high grade Better 
Date US Gold Coins:  MS-63 1912 $20.00 
St Gaudens and MS-63 1896 $10.00 Lib-
erties.  Mintages and high grade supplies 
are low, but the prices are reasonable.  See 
the enclosed flyers. 

 

LCS’s Heller Quoted In The 
Wall Street Journal 

The headline article on the front page of 
the September 29, 2010 issue of The Wall 
Street Journal was titled ”Gold Vaults to 
New High.”  I cannot recall any time in the 
past decade where  the Journal has given 
gold such prominent and positive coverage. 

The reporter who wrote the story called 
LCS the day before and interviewed Pat 
Heller and Allan Beegle.  The finished arti-
cle included information supplied by Pat 
and mentioned him as the source.  


