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By Martin Armstrong 

old remains the most maligned commodity on the board for it has been the object of 

great intensity on all sides. There are hoards of salesmen who tap into the Biblical 

fears of many to convince them they should buy gold. They spin wonderful stories 

about how all money is fiat and will collapse into dust and only gold is “real”. Nothing like this 

has EVER happened in history. They preach that all one’s assets should be gold with every rally 

it’s “I told you so” and declines are always some evil force engaged in manipulation because 

they want to buy it cheaper. There are just opinions with no authoritative contacts of historical 

precedent. What they either do not comprehend (assuming they are devious crooks) is that 

Gold is part of a dynamic GLOBAL economy and to truly understand its role and place within 

the future requires an objective international analysis free of bias yet with real authoritative 

sources and some precedent. You simply cannot forecast gold alone in a vacuum, and if 

someone never says sell, they are a salesman and not an analyst. 

G 
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The Precious Metals have been the target of snake-oil salesmen that spin a great story 

constructed of logical sounding sophistry that would convince a nun she needs condoms in case 

of an alien invasion. This sort of gibberish is dangerous running the full gambit from huge paper 

shorts in futures that if they were not there would result in a real bull market to paper money is 

not tangible, therefore worthless and will spontaneously combust at any moment. Then there is 

the division of the gold reserves into the national debt and they argue gold MUST go to $30,000 

to seek equilibrium which is alongside the Dow/Gold ratio and since in 1980 gold reached $875 

when the Dow was 1,000, then with the Dow at nearly 15,000 then gold will do the same. Then 

there is the massive short position of 

J.P. Morgan that is portrayed as long-

term bank manipulation to somehow 

make people think there is no 

inflation? That position is really a 

hedge and has been in place for years. 

Bankers would never have created 

massive losses all the way up to 

create some image of inflation. That 

type of loss alone would have 

required a Fed bailout if that was 

true.  
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The Gold backwardation has been another fundamental sophistry – plausible but misleading 

argument, which has been distorted tremendously. Normally, this is the market condition 

wherein the price of a forward or futures contract is trading below the expected spot price at 

contract maturity. Consequently, the resulting futures or forward curve became "inverted" 

whereby it was negative because gold is trading at even lower prices. This is simply driven by 

interest rates. 

The typical explanation for the backwardation they use to sell gold to the average person is that 

this proves there is a shortage. They claim that anyone holding gold could make a risk-free 

profit by delivering it and getting it back later at a cheaper price because of the inverted yield 

curve. The theory is that as people put on the trade this would push down the bid in the spot 

market and lift up the asking price in the futures market until the backwardation disappeared. 

This process is called arbitraging and thus since the backwardation is simply a shortage in the 

immediate supply, the 

arbitrage stimulates 

production and the 

shortage is corrected. 

Gold is by no means in 

shortage. Its primary use 

is investment and 

jewelry. Gold has 

historically been a glut on 

the market and at times 

it has been scarce. During 

the 19th century, gold 

became very common 

with the California, Australia, and Alaska discoveries. The US$20 gold coin production began 

with the California discover in 1849 in major quantity leading to the image that in America the 

streets were paved with gold. This caused so much inflation, $50 legal tender gold coins began 

to appear in California with local inflation. Even rooms for rent soared to many times that of 

rent on the East Coast (gold declined in purchasing power). 

They have pitched the story desperately to support a perpetual bull market in gold that this 

backwardation means that gold delivered to the market must be in short supply. Therefore, 

they argue that such a situation is resolved ONLY by higher prices. Therefore, they argued gold 

will rise in price BECAUSE of this backwardation. They argue that this took place for the first 

time in December 2008 when gold was trading at $750 on December 5, 2008, and rocketed to 

$920 (23%) by the end of January. 
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They then claim this backwardation has become PERMANENT and therefore the “trust” in the 

gold futures market will collapse because they argue simple conjecture that people do not 

believe in “paper” gold (futures). They fail to explain that futures contracts have been taking 

place for thousands of years and were in fact invented by the Babylonians. A farmer plants his 

crop. He needs a guaranteed price to make a profit. He then sells on a contract for a ”future 

delivery”. Hello? This is how the entire commodities market has always functioned. They have 

spun this story around and twisted the facts to create some evil dark force that conspires to 

keep the gold market down. In their mind, if a gold producer needs to confirm he will be 

profitable, he sells forward his expected production. The buyer is buying that commodity “per 

se” but also the risk associated with it. A life insurance policy is the same thing and you can take 

one out on yourself for your family, but your employer can also take out a policy on your life 

because you are a key person. Many policies can be written against a single life all for different 

aspects of “risk” management – not really caring about whether or not you live, but what were 

to happen IF you died. Big deal! This does not suppress gold because if there were a change in 

the supply, prices would rise or fall accordingly. 

Now let’s talk reality. The Gold backwardation is simply nothing more than the collapse in 

interest rates. Much of the liquidity that came to gold in the early years was OPEC money. It 

had absolutely nothing to do with gold. The problem was OPEC was getting all this cash, but 

religiously they could not earn interest. Thus, I took clients and showed them that if we bought 
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gold and sold it forward we were earning the effective interest rate but it was called the 

“carrying cost”. Backwardation in this case is not indicative of any shortage whatsoever or a 

collapse in “trust” of the dollar. Just look at the German interest rates on short-term paper it 

went negative by 0.6%. This has NOTHING to do with fiat and people losing faith in paper 

money –yada, yada, yada. If that were true, interest rates would not COLLAPSE, they would 

SOAR because people would not trust government bonds and interest rates would rise trying to 

attract capital. The backwardation would end. You could sell the gold, convert that to cash 

earning the higher interest rates and replace it one year out for much less interest. It just does 

not work that way they are trying to sell this as yet another reason gold will ONLY rise. 

Backwardation in gold is purely a money issue and it is simply the yield curve – nothing more. It 

went negative just as US government T-Bills went negative. If the “carrying cost” of gold was 

500% higher than the 90 day paper interest rates, then you have a guaranteed trade by selling 

the forward and collecting that premium over the 90 day rate. 

This has absolutely nothing to do with anything. The carrying costs of ALL futures contracts 

have declined with interest rates. The stories posted are astonishing. If they were remotely 

true, then you would see the same trend emerge everywhere and interest rates would rise if 

people did not “trust” paper dollars and government debt. There are many people pontificating 

nonsense that is just gibberish. This sophistry is getting people to buy gold for the wrong reason 

and risks only their sale when they figure out the story is just bullshit.  

Gold is a tangible store of wealth to make the transition from the present to the future 

monetary system. It is not going to $30,000 creating false images of getting rich quick. It is not 

that “fiat” money always collapses – it does not. Asia has had nothing but fiat monetary 

systems where the emperor, the hand of God on earth, simply issued a bronze or iron coin and 

said this is valued at some value. Regardless of what money has been, it is ALWAYS a 

confidence game. 

Buy gold because it is an INSURANCE policy against the transition. It is distinguished because it 

is MOVABLE, from classes such as real estate that are IMMOVABLE. The problem emerging 

with gold is that government is out to track every ounce and tax any sale. They are trying to 

eradicate the underground economy. That does not mean they will succeed, but it also means 

they will try. 

You will NOT trust gold if you are lied to. This has become a used car salesman spinning all sorts 

of nonsense just to make the sale. We all know something is wrong. It has nothing to do with 

what is money. It is all about fiscal mismanagement. (1) Gold declined from 1980 into 1999 and 

all these fundamental stories were still there. (2) Gold rose into 1980 without backwardation. 

(3) We had a Gold Standard under Bretton Woods in 1945 and it collapsed in 1971 precisely in 
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26 years as always! It was the fiscal mismanagement and the fact money was backed by gold, 

which then meant absolutely nothing. 

 

 

Another sales pitch has been the misrepresentation about HYPERINFLATION citing especially 

the German Hyperinflation of the 1920s. The argument is like saying a guy next door went 

bankrupt and lost his house because he lost his job so the same will happen to everyone who 

loses their job. He may have owed a fortune on his mortgage and the other the house was paid 

off. You cannot make comparisons to the German HYPERINFLATION when (1) it was not a 

“core” economy, and (2) it was not a long established government. They misrepresent the fact 

that when you say Germany, everyone assumes it is the Germany of today. Omitted from the 

discussion is that such an economic crisis followed the German Revolution of 1918. The 

German Revolution was politically-driven civil conflict in Germany at the end of World War I, 

which resulted in the replacement of Germany's imperial government with a Weimar Republic. 

The revolutionary period lasted from November 9th, 1918 until the formal establishment of the 

Weimar Republic in August 1919. 
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The roots of the revolution lie in the German Empire's demise in the First World War. The Naval 

Command, which, in the face of certain defeat, nevertheless insisted on engaging in a last battle 

with the British Royal Navy. The German sailors revolted for it made no sense to die. The 

Wilhelmshaven mutiny erupted and the 

spirit of rebellion spread across the country. 

This broke out with a proclamation of a new 

republic on November 9th, 1918 forcing the 

abdication of Emperor Wilhelm II (1859–

1941; Emp. 1888-1918). 

 

Nonetheless, keep in mind that the Russian 

Revolution was 1917. Consequently, the 

German revolutionaries were certainly 

inspired by the emerging communist ideas. However, the German communists failed in their 

effort to hand power to soviets as the Bolsheviks had done in Russia. In Germany, it was the 

Social Democratic Party of Germany (SPD) leadership that refused to work with communists 

who supported the Bolsheviks. Moreover, the SPD feared that an all-out civil war would erupt 
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in Germany between the communists and the German conservatives. Hence, the SPD struck a 

middle ground and did not plan to completely strip the old imperial elites of their power and 

assets. The SPD sought a compromise whereby they were integrated into the new social 

democratic system. The left wing fell into political fragmentation that prevented Germany from 

turning communist at the time. The Weimar Constitution was adopted on August 11th, 1919. It 

was this government that moved into hyperinflation, not the old Imperial Government. 

 

 

Consequently, this was a revolutionary government. All economic activity stopped. The wealthy 

were scared to death. They saw the bloodshed in Russia in 1917. Capital hoarded and the 

velocity of money imploded. So while many point to the German Hyperinflation and then say 

we will enter the same result, are taking only the hyperinflation and ignoring the events that 

caused it. There were NO gold reserves. There were no lenders to the government. There were 

no bond markets. There was absolutely nothing. Nobody would dare lend anything for the fear 

was Germany would go the way of Russia. The hyperinflation took place because capital went 

into hiding out of fear of the new Communist government would confiscate everything as was 

the case in Russia. The hyperinflation simply soared for there was no capital and no investment. 
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The collapse of confidence in the Communist government known as the Weimar Republic, led 

to the collapse in the monetary system. This is the essence of all currency – CONFIDENCE. The 

very first “official” coinage in Lydia located in Turkey about 600BC was the simple act of 

creating a standard weight and the king applying his seal to confirm it was real. Thus, money 

began as the king establishing a standard and it was the CONFIDENCE in the king that made the 

first coins acceptable. That is what gives all money value – CONFIDENCE. It is not the intrinsic 

value for money, Asia never had any intrinsic value since 240BC. It is always based upon the 

trust one has in the monetary authority. 

 

The hyperinflation was resolved not by a return 

to the gold standard, but instead it was backing 

the currency with land – real estate. The 

currency that stabilized the economy was known 

as the Rentenmark issued by the Deutsche 

Rentenbank, which at the time owned industrial 

and agricultural real estate assets. It was the introduction of that land backed currency that the 

people accepted as the alternative currency and the hyperinflation was broken. The 

Rentenbank had mortgaged land and industrial goods worth 3.2 billion Rentenmark to back the 

new interim currency. This restored the CONFIDENCE. The Rentenmark was introduced at a 

rate 1 Rentenmark = 1012 Mark, establishing an exchange rate of 1 United States dollar = 4.2 

RM.  
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The Rentenmark was only a temporary currency and was not legal tender, meaning it was not 

accepted by the communist government. It was, however, accepted by the population and 

effectively stopped the hyperinflation. The Reichsmark (ℛℳ) replaced the Rentenmark and 

was the new legal tender currency on August 30th, 1924, which was equal in value to the 

Rentenmark and lasted until June 20th, 1948. The exchange rate between the old Papiermark 

and the Reichsmark was 1 ℛℳ = 1012 Papiermark (one trillion/European style thousand 

billion). This actually satisfied a two-tier 

monetary system for the real estate 

satisfied the domestic fears, but was 

exactly a backing that could provide a 

movable asset internationally. 

Therefore, it was the introduction of the 

Reichsmark that returned Germany to a 

gold standard at the rate previously 

used by the Goldmark, with the U.S. dollar being worth 4.2 ℛℳ. What the Germans did not 

realize, that they had actually divided and conquered the core issue lurking behind the curtain 

in every monetary system – domestic v international trade. The hyperinflation was a domestic 

oriented event based on a lack of confidence in a revolutionary government separate and 

distinct from an international balance of 

payments crisis. This is the distinction of 

a two tier monetary system. 

 
Clearly, this is why the hyperinflation of 

Germany and Zimbabwe is simply not 

even plausible today.  They are greatly 

distorted and touted as sales tools for 

gold and that is dangerous for when the 

fundamentals do not pan out, confusion 

and crisis follow. Feeding people 

distortions of history is highly dangerous 

for when the truth finally emerges, then 

the people lose confidence rapidly in 

everything. 
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Then there was China which was starting to trade gold in Yuan and somehow all the positions in 

New York would migrate to China to be a free market – right! These stories just show how 

ignorant the promoters are for it was simply a way to experiment allowing the currency to 

trade. Then they spun great tales how the Yuan would kill the dollar and replace it as the new 

reserve currency. These people know nothing about anything they talk about for the dollar is 

the reserve currency because there is a $17 trillion supply. How can big money park in the Yuan 

without that kind of deep bond market and no sustainable rule of law? Who dreams up this 

nonsense? 

Of course we cannot leave out the fiat claims, that don’t bother to mention how gold declined 

for 19 years when money was still fiat. We cannot forget the gold standard and how that will 

save the world forgetting to mention that we had a gold standard established in 1945 by 

Bretton Woods and we still collapsed. Then there is the massive $3 trillion creation of money by 

the Fed that would lead to HYPERINFLATION with no mention that there was a $5 to $7 trillion 

decline in money supply due to the deleveraging. People still have homes with mortgages at 

$250,000 and valuations of $190,000. The spin doctors have been relentless.  
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These arguments are as old as 

history. They constantly resurface 

to pitch the same claims over and 

over again. During the 19th 

century, there was the heated 

debate over the gold standard and 

how it created DEFLATION. The 

silver/gold ratio was the central 

debate for decades and that 

stemmed from the fact that a ton of silver was discovered sending prices downward and the 

miners enlisted the spin doctors to convince the people they needed a “Free Silver” movement 

because it was being officially suppressed. Even the Japanese yen in 1870 was on par with the 

US silver dollar yet today the yen 

trades at more than a 100 to $1.  

The yen was therefore basically a 

dollar unit. It was based on the 

Spanish 8 Reales/German Thaler. Up 

until the year 1873, all the dollars in 

the world were more or less the same 

value until the international 

devaluation of silver in 1873. It was 

the Panic of 1873 that was a global 

financial crisis which triggered a 

severe international economic depression in both Europe and the United States that lasted until 

1899.  

It was this economic depression that was 

known as the "Great Depression" until the 

1930s. However, it has become known as the 

Long Depression for it lasted from 1873 until 

1899 (26 years). The historic high in US call 

money interest rates on the New York Stock 

Exchange also peaked in 1899 near 200%.  
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The panic was caused by 

the fall in demand for 

silver internationally, 

which followed the 

German decision to 

abandon the silver 

standard in the wake of 

the Franco-Prussian War 

(July 19th, 1870 – May 10th, 

1871). Today we have the 

desperate threat of 

governments selling gold 

to meet bills to hold on to 

fleeting power.  

Nonetheless, this conflict was a culmination of years of tension between the two nations. The 

excuse became the controversy over the candidate for the vacant Spanish throne, following the 

deposition of Isabella II in 1868. It was a bloody war. Finally, the Germans moved onto Paris. 

The Siege of Paris (September 19th, 1870 – January 28th, 1871) brought about the final defeat of 

the French Army. On January 18th, 1871 the new German Empire was proclaimed at the Palace 

of Versailles. It was the rapid German victory over the French that had stunned the world. 

Many had assumed there would be a French victory based upon past performance of Napoleon. 

At the very least, the majority expected a very prolonged conflict. The strategic advantages 

possessed by the Germans were not appreciated outside Germany until after hostilities had 

ceased. 

The decision of the German Empire to 

cease minting the silver thaler coins in 

1871 caused a drop in demand and 

downward pressure on the value of 

silver. The cost of the war was huge and 

Germany could not afford to spend gold 

to buy silver to create coins. As always, 

war historically creates inflation. The 

ramifications resulted in a collapse in 

silver prices globally when Germany 

stopped buying silver.  
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The impact of the Franco-Prussian War in causing Germany to abandon the silver standard was 

felt globally. This manifested in the United States where silver discoveries had made it the 

largest producer. You can call it money, but if a nation has no precious metal mines, then you 

are saying they have no money unless they FIRST buy it, but then what? This crisis where 

Germany had to import silver to create money became a huge paradox. How does one buy 

money to expand the money supply 

without credit? Naturally, the miners 

thought the game was rigged much 

as the rhetoric goes today and 

wanted a “free silver” market that 

they convinced themselves would 

result in higher prices. 

United States Coinage Act of 1873 

demonetized silver, leading to the 

collapse of the silver dollar. The 

Silver Bulls of the day were anti-gold 

standard and called this the Crime of 

1873. Although Trade dollars were produced from 1873-1878 to facilitate trade with China who 

remained on the silver standard, they were meant for circulation overseas and were not legal 

tender in America.  The Act moved the United States to a 'de facto' gold standard, which meant 

it would no longer buy silver at a statutory price or convert silver from the public into silver 

coins.  

In response to the deflation of the period, domestic misunderstanding that the economic 

decline was caused by the demonetization of silver led to a political movement that called it the 

Crime of 1873. Congress was forced to pass the Bland-Allison Act in 1878.  The Act required the 

U.S. government to purchase 

large quantities of silver and 

turn that into silver dollars. 

Thus, the silver dollar 

denomination was restored 

once again in the form of the 

Morgan dollar named after its 

designer, George T. Morgan. 

Its large size, abundant supply, 

has led to its popularity.  
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There has been the huge debate about the silver/gold ratio. That 

too has been erroneously touted as evidence that silver should 

rise to 16:1 because that is where it once was during the 19th 

century. These assertions only lead countless people to huge 

losses. The silver/gold ratio is by no means indicative of anything 

other than it too fluctuates according to supply and demand. 

This was the whole debate with the Silver Democrats who argued 

against the austerity back then by maintaining only a gold standard. 

The Silver Democrats wanted to inflate the money supply to end the austerity that is exactly the 

policy of Germany in Europe in contrast to the USA today. Austerity only creates a depression to 

benefit the bondholders at the expense of the people. This is because MONEY is by no means a 

constant rising in purchasing power during austerity and declining during inflationary booms. 

 

The "Gold Standard" of which so many speak today comes in different flavors. First, there is the 

Gold Specie Standard which is a system whereby the paper monetary unit is associated with 

the value of circulating gold coins and is redeemable in gold upon demand as a “convenience”. 

There is also the Gold Bullion Standard whereby gold coins do not circulate domestically. 

Historically, Florence had the gold Florin that was used solely for international trade and the 

silver Florino used domestically for wages etc.. In the case of Florence, the value of the gold 

Florin floated with the economy. Franklin Roosevelt in 1934 created the Fixed Two-Tier Gold 

Standard with a redeemable 

circulating currency internationally 

fixed at $35 to the ounce. This was 

the Fixed Two-Tier Gold Standard 

system adopted internationally 

under Bretton Woods (1945-1971). 
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Then there is the Gold Exchange Standard which does not involve the circulation of gold coins, 

but rather the government guarantees a fixed exchange rate with another country that does 

not use the gold standard (specie or bullion), regardless of what type of notes or coins are used 

as a means of exchange. This creates a de facto gold standard, where the value of the means of 

exchange has a fixed external value in terms of gold that is independent of the inherent value of 

the means of exchange itself.  

There have rarely been gold standards fixing 

the value of money throughout history 

because they are attempts to flat-line the 

economy because people do not want to 

cope with the business cycle. They assume 

they can fix the price of money, but then they 

want assets to rise so they make money by 

capital gains while money still buys the same 

somehow since it is fixed. They completely 

fail to comprehend the nature of the beast 

they are trying to create. You cannot fix the 

value of money without fixing everything else. The object of Marxism and the Gold Standard 

are the same – eliminating the business cycle. 

Just because there were gold and silver coins does not mean there was a “gold standard”. Even 

Hammurabi’s Law Code (c 1772 BC) provides values in terms of grain and silver. Precious Metals 

were neither the exclusive monetary instrument nor was there a “standard” attempting to fix 

the value of money except on rare occasions such as the Monetary Crisis of the 3rd Century AD 

that the Emperor Diocletian (284-305AD) dealt with introducing Wage & Price controls in an 

effort to stop inflation. Therefore, it is often portrayed that gold was always money and that 

the invention of paper money somehow was contrary to history. One of the oldest civilizations, 

Egypt, used what we would call paper money today. Farmers deposited their grain into state 

silos and received receipts that then circulated as money. 

A unified kingdom was founded c. 3150 BC by King 

Menes, leading to a series of dynasties that ruled Egypt 

for the next three millennia. Egypt NEVER issued coins 

until it was conquered by Alexander the Great in 334BC. 

So one of the oldest cultures used effectively paper 

money for about 3,000 years as did China where “paper 

money” was invented in more modern times. 
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  The 1865 Gold Standard – The Latin Monetary Union 

Attempts to create fixed monetary values among nations were really an effort to invent a sort 

of one-world currency, which began in 1865 and was known as the Latin Monetary Union. This 

was originally a monetary union established between France, Belgium, Italy, and Switzerland. 

These four countries established a bimetallic monetary standard whereby the established a 

silver to gold ratio of 15.5 to 1. This was the silver/gold ratio that was first adopted by France in 

1803, and it was thereafter adopted by Belgium, Italy, and Switzerland. This union also agreed 

that the gold coinage would be struck at .900 fine and that there would be a uniformity 

regarding their denominations.  

In reality, the Latin Monetary Union was a standard established by Napoleon (1801-1815). 

Hence, a gold French 20 Franc piece was equal to an Italian gold 20 Lira, which was also then 

equal to 20 Belgium Francs and was equal to 20 Swiss Francs. It was the French monetary 

system that dominated the union, again thanks to the military power of Napoleon.  
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Although Napoleon was defeated, most 

European countries continued to follow this 

French standard, including Britain. The British 

issued the gold “Sovereigns” starting in 1817 

with George III (1760-1820) that was one pound-

equal to 20 francs. Greece had also complied 

with this French standard issuing an gold 20 

Drachma that began in 1833, Nevertheless, Greece formally joined the Latin Monetary Union in 

1868.  

France was seeking to establish a world currency standard 

based upon the French system. While France was not 

exactly successful in this goal completely, it had indeed 

gathered a significant number of countries. For example, 

Peru issued a gold Libra that was equal to 20 French Francs. 

Tunis joined issuing in 1891 a gold 20 Francs. The number of 

countries that joined the Union were 26 in total.  

 

The Genoa Conference was held in Genoa, Italy in 1922 from 10 April to 19 May. There were 

representatives from 34 countries gathered to discuss global economic problems following 

World War I. The purpose was to formulate strategies to rebuild central and Eastern Europe, 

especially Russia after the war. One solution formulated at the conference was the proposal 

that central banks make a partial return to the Gold Standard. Eventually, the Latin Monetary 

Union broke apart in 1926. A few countries continued to adhere to mint coins at this standard, 

namely Switzerland, Luxembourg, Liechtenstein, and Romania. Even the Russians starting in 

1923 a gold coin they called one Chervonetz (10 Rubles) with a second issue in 1925.  

 

Albania  Peru  
Argentina  Philippines  

Belgium  Poland  

Bulgaria  Romania  

Columbia  Russia  

Finland  Salvador  

France  San Marino  

Greece  Serbia  

Guatemala  Spain  

Honduras  Switzerland  

Italy  Tunis  

Monaco  Venezuela  

Montenegro  Yugoslavia  
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Nevertheless, this attempt to resurrect the gold standard of the prewar era was still effectively 

a French idea for a Monetary System which had collapsed with World War I. Gold had fled 

Europe and poured into the United States fleeing the warzone. This shift in gold reserves 

eventually followed the shift in the financial capital of the world from Europe to America. The 

Genoa Conference was concerned about international trade, not about domestic use of gold 

creating once again a Two-Tier Gold Standard. Thus, the real peak in Britain as the financial 

capital was 1914 illustrated by the huge advance in its debt due to World War I, and from there 

onwards, the United States began to rise from virtual bankruptcy in 1896 when J.P. Morgan had 

to bailout the US Treasury with a gold loan of $100 million. Morgan effectively saved the nation 

and coerced banks during the Panic of 1907 

to hold the line saving even the stock 

exchange. Nevertheless, all his efforts were 

demonized for he helped to manage the 

default crisis of 1896 and the Panics all the 

way to 1907 and that merely created 

resentment which emotionally devastated 

him and caused his death. 
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The argument for a Gold 

Standard which will save 

the world is about as 

practical as the Euro, 

which these same people 

touted as displacing the 

dollar as the reserve 

currency and would rule 

the world. The Gold 

Standard is no different 

than the many attempts to 

“peg” currencies as well. 

There was the famous 

failure of the peg of the 

British Pound to the 

Deutsche Mark that 

collapsed in 1992 blaming 

George Soros.  

When we look closely at 

the 1992 collapse of the 

pound, the dollar also 

broke against the yen and 

the yen rallies forcing the 

dollar and the pound into 

a major low for 1995. 

The argument that Soros manipulated the market is saying that the politicians were correct in 

politically fixing the pound to the European currencies known as the ERM (Exchange Rate 

Mechanism).  If this were true, then we would see a break in only the pound and then it should 

rebound after Soros took his profit. But this is not the case. Soros was simply trading with the 

trend. Proof of that is the continued decline of the pound for the next 3 years along with the 

dollar. Japan was in the depths of a serious capital contraction. They were selling foreign 

investments and taking the money home thereby causing the yen to RISE. This was simply a 

global capital flow trend. John Major had promised in the campaign that he would NOT devalue 

the pound. That was a political decision and not based upon the economics. Consequently, the 

pound was overvalued within the ERM and the break was inevitable regardless who was on the 

trade. 
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Fixing currencies and pegs ALWAYS fails without exception. This is simply because there is a 

business cycle that cannot be defeated by arbitrary political decisions. MONEY cannot be 

tangible and fixed in some sort of steady perpetual value – that is communism to defeat the 

business cycle creating the flat-line economy. The Euro could not displace the dollar as the 

reserve currency because it was incapable of providing a true Single Currency for it DID NOT 

CONSOLIDATE THE DEBT and thus constructively transformed all the national debts of the 

member states into simply a synthetic VIRTUAL CURRENCY that will still rally and decline. 

Without a single national debt, there can be no single currency since the inherent 

political RISK factor (CONFIDENCE) was different within each member state.  

The Euro has utterly failed because of its fatally flawed structure. Normally, a sovereign 

currency allowed for the depreciation of the national debt transferring the political risk to the 

bondholder through the currency. The euro REVERSED the process transferring the risk that 

used to be within the currency value from the bondholder to the state in the form of interest 

rate risk - a real brain-dead decision. The bondholder has “price” risk on any resale of a bond 

before maturity insofar as the price will decline when interest rates move higher. However, 

because debt is now a derivate of political risk (CONFIDENCE), greater volatility will appear in 

the interest rate transferred from the old currency. 
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The precious metals are simply a market – nothing more. They are not the object of perpetual 

manipulation. All currencies will not collapse into dust and only gold will survive. That has 

simply NEVER happened in the history of society. Fiat currency has been the norm. Coinage was 

invented in Lydia (modern Turkey). Upon the Persian invasion, to fund the war, the government 

discovered the way to create more money was to reduce the weight of the gold stater from 

10.89g to 8.17 grams. Egypt used effectively warehouse receipts of deposits of grain as money 

for nearly 3,000 years. China issued bronze 

coins that were always valued far above and 

metal content. So these claims that fiat 

money must collapse into dust are just 

without any historical precedent 

whatsoever. China even issued paper money 

from the 13th century. When Kublai Khan 

invaded China, he recognized the 

outstanding paper money and accepted it as 

the money of China. 

 

MONEY has always been based upon 

CONFIDENCE. That is its backing including 

the total productive capacity of the nation. 

Neither Japan nor Singapore had a wealth of 

natural resources. Both have risen to be 

among the richest productive nations. If a 

nation has no precious metal reserves, then 

is it perpetually broke forever? 
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Invest and succeed if we do not understand what we are doing. Why put out all this nonsense 

to desperately get people to buy is just not right. This is not some cult. It is a market and the 

real professionals trade only technically, never fundamentally! The golden rule of investing is to 

NEVER get involved marrying the trade. That is not to say reason does not exist as a 

component. The strange paradox that exists emerges during times of confusion. At that 

moment, everyone wants some explanation. This is the dangerous moment when the snake-oil 

salesmen come out and proclaim it is a false move so just hold and then there is the 

unfortunate person who believes the talking heads.  

This type of propaganda has been used to suck in the average person every time and the pros 

count on that to sell it to them. I knew about the Hunt brothers in the early 1970s. It was the 

dealers who wanted to go short against them and leaked out news that the Hunts were 

manipulating silver and the target price was $100. Silver peaked at $50.40 crashing and burning 

thereafter falling to $10.80 real fast in a PERFECT 17.2 week decline. That was in accordance 

with the 8.6 frequency. The dealers got together with 

the COMEX officials (dealers) to rig the game and they 

increased the margins to go long and decreased them to 

go short. They were deliberately trying to bankrupt the 

Hunt Brothers and the press, bought and paid for, 

helped them accomplish that goal.  
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It is indeed sad that so many people are misled by bogus research. This is a key ploy that takes 

place behind the curtain. Anyone can stand-up and claim to be an analyst. That does not make 

them an analyst and UNLESS you have traded, you will NEVER understand how markets really 

move. It is like going to a 5 year old for advice of sex. This type of research is typically 

sponsored by the very people who need volume to sell to. Stir up the masses with nonsense 

and sell into their buying. This is how they manipulate markets all the time.  

They remove product from official warehouses to create false images of shortages to send 

prices soaring. This was standard during the 1970s in Agricultural markets. To manipulate 

Platinum, they paid bribes to Russians to recall supplies to take inventory sending prices 

soaring. When they sold the top, Russia return the stock and guess what – discovered more. 

The Warren Buffett silver fiasco was the same nonsense. He was buying in London so silver left 

the warehouses in USA and was moved there so the shortages were claimed to justify the rally 

from $3.50 to $7.00. These games take place all the time. Even in the DOT.COM Bubble of 

2000, the Investment Banks were putting out fake research to send stocks up so they could sell. 

They all pled guilty to the SEC on that one. What about Solomon brothers manipulating the US 

Treasury Auctions. Ever hear of the LIBOR scandal going on right now? This is the way they 

make money. They target manipulations. The strange thing is these no trading analysts advise 

buying every high, then blame the decline on a manipulation, and NEVER say sell. This is the 

MO of fake analysts on the take. 

It is hard enough to maneuver between the falling raindrops so I fail to see why anyone 

supports analysis that never says SELL. There is a TIME for everything – a TIME to buy and a 

TIME to sell. The Bible says so as does the old song of Kenny Rogers - The Gambler (You have to 

know when to hold them; know when to fold them; know when to walk away; know when to 
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run). There is something morally wrong with leading a pack of investors over a cliff. How do 

they sleep at night? Counting their payoffs? These are the people who will lose a fortune and 

capitulate at the low as always. The decline in gold from the September 2011 high at $1,920.30, 

is starting at last to shake out the weak longs and is once again reminiscent of the 19-year bear 

market when the same fundamental nonsense was touting BUY – BUY – BUY day-in-and-day 

out. The problem with fundamental analysis is that you never 

know if you really have all of the information.  

One of the primary arguing points has been the Fed expanding 

the money supply. This has been touted as leading to a 

HYPERINFLATION so you better buy gold. The problem with 

this scenario is that the bottom line is that we live in a dynamic 

GLOBAL economy and this myopic focus on domestic nonsense 

like the Fed is going to HYPERINFLATE the economy is just far 

from realistic. The Fed is by no means in control of the world 

and it too is merely in the back seat of the wild cab ride driven 

by a kangaroo. What we must understand is that ALL fundamental analysis is interpreted based 

upon the current sentiment. If everyone is bullish, bearish news is ignored and quickly 

forgotten as long as the cycle has not culminated into its final phase transition. Likewise, when 

the market is bearish, bullish news comes out and it is quickly dismissed as is the case with 

earnings. For example, the common response when a stock declines in price on a good earnings 

report given by the talking heads is that it was “not as good as expected.” So the key is not the 

fundamental explanation, but TREND of the market within the business cycle at that moment 

that determines HOW that fundamental will be interpreted. 

To survive what we face requires patience, real understanding that provides the CONFIDENCE 

to invest and to flip the position when it is necessary. The key is to survive – not to vindicate 

some theory. The economy changes and adapts because the driving force is humanity. 

Government by no means is 

in control. All they do has 

been just reacting to events 

set in motion by the trend. 

Arthur Burns, who was the 

Chairman of the Federal 

Reserve from 1970 until 

1978, concluded that the 

Business Cycle, which Keynes 

and Marx tried to eliminate, 

was alive and well. 
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“The Rediscovery of the Business Cycle – is a 

sign of the times. Not much more than a 

decade ago, in what now seems a more 

innocent age, the ‘New Economics’ had 

become orthodoxy. Its basic tenet, repeated in 

similar words in speech after speech, in article 

after article, was described by one of its 

leaders as ‘the conviction that business cycles 

were not inevitable, that government policy 

could and should keep the economy close to a 

path of steady real growth at a constant target 
rate of unemployment.’ 

“Of course, some minor fluctuations in 

economic activity were not ruled out. But the 

impression was conveyed that they were more 

the consequence of misguided political 

judgments, of practical men beguiled by the 

mythology of the old orthodoxy of balanced 

budgets, and of occasional errors in 

forecasting than of deficiency in our basic 

knowledge of how the economy worked, or in 

the adequacy of the tools of policy. The 

avant-garde of the profession began to look 

elsewhere – to problems of welfare 

economics and income distribution – for new 
challenges. 

“Of course, the handling of the economic 

consequences of the Vietnam War was an 

obvious blot on the record – but that, after all, 

reflected more political than economic 

judgments. By the early 1970s, the 

persistence of inflationary pressures, even in 

the face of mild recession, began to flash 

some danger signals; the responses of the 

economy to the twisting of the dials of 

monetary and fiscal policy no longer seemed 

quite so predictable. But it was not until the 

events of 1974 and 1975, when a recession 

sprung on an unsuspecting world with an 

intensity unmatched in the post-World War II 

period, that the lessons of the ‘New 
Economics’ were seriously challenged.” 

 

Paul A. Volcker, Jr. (b 1927), followed 

Arthur Burns as Chairman of the Federal 

Reserve in that position from August 1979 

until August 1987.  Volcker also came out 

and pronounced in 1979 that all efforts to 

temper and control the Business Cycle had 

failed. He entitled his analysis in 1979 - 

Rediscovery of the Business Cycle. What 

Volcker expressed was that the age of 

“New Economics” had proven to be false. 

That statement meant in real terms that 

government could not eliminate the 

business cycle and that Marist-Keynesian 

Economics had a complete failure (see 

side-bar). 

 

In reality, here are two Fed chairman and 

both are saying the same thing – 

Government is not truly in charge. The 

economy is the dog, not the tail. That 

means plainly that it is the economy that 

causes government to react rather than 

the economy to be tempered and 

controlled. 
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David Miliband (b 1965) was an English politician from 2001 until 2013 who announced he was 

stepping down after losing the Labour leadership to his brother no less. He was the second son 

of Ralph Miliband (1924–1994), who was a Belgian-born sociologist known as a prominent 

Marxist thinker who has been described as "one of the best known academic Marxists of his 

generation." Nonetheless, what is interesting is here his son had written a victory speech he 

never got a chance to deliver that is also revealing regarding the view behind the curtain of the 

Business Cycle. He also wrote that the Business Cycle cannot be controlled even as his father 

had claimed. “We should never have claimed” that we can control the economy. 

 

Lady Margaret Thatcher (October 13, 1925 – April 8, 2013) came and spoke at our Conference 

in 1996. That act was in itself an endorsement of cyclical analysis. She explained that in politics, 

government thinks in trems of trends but should look at things from a cyclical perspective. Lady 

Thatcher and I discussed politics in 

Britain, she told me that John Major 

would lose the election which he did in 

(1990-1997).  When I asked her why? 

She responded “It’s Just Time.” Lady 

Thatcher understood that all things 

change. Most politicians have assumed 

that they can defeat that cycle of 

change both in politics as well as within 

economics. Most politicians will not 

publicly admit that Socialism is dead, 

other than true free thinkers such as 

Lady Thatcher. But behind closed 

doors, they know that Marxism has just 

completely failed. 
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We must come to grips with the understanding of TIME and that there is no linear trend, but a 

cycle which swings between two opposite extremes. This is how energy moves through any 

medium be it space, the ocean, and biological systems, including disease which moves through 

society. The first priority is always TIME. The price movement completes within the same 

quantity of TIME regardless of the move. 

 

The promoters simply NEVER say sell. It is constantly only buy and they have NO regard for the 

financial consequences of that advice. The very same strategy was pitched during the Great 

Depression by the stock brokers. The pitched the story that nobody can predict the future so 

the best thing to do was to average in. When the market collapsed by almost 90% into 1932, it 

took until 1954 to exceed the 1929 high – 25 years later. In gold they said the same nonsense 

after the 1980 high. It was just a pause. Paper currency was fiat and the national debt was 

exploding by 800% that decade.  In fact, the national debt hit almost $1 trillion in 1981 (997.9b) 

and by 1999 it reached $5.656 trillion. Gold fell from $875 to $254. So where was this hedge 

against inflation or the fiat collapse? These things are great sophistry, but they only lead to 

staggering losses. There is a TIME to BUY and a TIME to SELL precisely as the Bible states in 

ECCLESIASTES 3:1-15. One of the Ten Commandments states clearly that Marxism (socialism) is 

a sin - “You shall not covet your neighbor's house; you shall not covet your neighbor's wife, or 

his male servant, or his female servant, or his ox, or his donkey, or anything that is your 

neighbor's.” Both of these things are ignored by the metal promoters and by politicians. Only 

TIME will bring understand. 
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The real shocker has been the confiscation of assets in Cyprus and the assets of depositors at 

M.F. Global in New York. This is setting the stage for a massive DEFLATION not 

HYPERINFLATION. The Next Seizure Coming is already being talked about behind closed doors. 

Yet there was a Congressional hearing where the U.S. Consumer Financial Protection Bureau 

hinted that they feel to “protect” the citizens the government should confiscate and “manage” 

all pension funds right down to your 401K. All the information we are getting is this is very real. 

There is almost $20 trillion in pension funds. That would pay off the national debt at $17 

trillion. These people are actually discussing a FORCED loan whereby they will take over all 

pension funds to “protect” us with bureaucrats who know nothing about managing money in 

charge. We are headed down the road of CONFISCATION of all assets – this is really FASCISM in 

full bloom. There is of course no constitutional authority for that but with no rule of law 

remaining, the courts will bless whatever the government needs. 
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These people will NEVER go quietly into the light. They are going to go screaming, kicking, 

biting, and shooting everything and everyone in their way. This is the problem moving to 

electronic money. Where do you put anything anymore? You cannot leave with pockets of gold. 

You cannot store it in a bank. The majority will remain stupid and think they really care. What 

kind of a world are we headed into? As I said before, when the day arrives after 2015.75, you 

will PRAY for HYPERINFLATION. 

Europe will not bail out the banks. They are looking at depositors funding that and their view is 

that the depositor shares responsibility to know who they are giving their money to. Let’s get 

this straight. Governments HAVE ABSOLUTELY NO intention whatsoever to return to a gold 

standard when electronic money prevents hiding anything. Why would they? That means they 

could no longer do as they like and they are enjoying electronic money because they see this as 

getting everything they ever wished for on Xmas – 100% tax collection. Whoever makes up this 

nonsense must be on drugs.  

A European Commission assessment of what Cyprus needs to do as part of its European 

Union/International Monetary Fund bailout earlier this week showed it was set to sell gold 

reserves to raise around €400 million. It is true that Cyprus' gold sale in and of itself would be 

small. However, this is demonstrating that rather than reform, Europe will do what it has to in 

order to try to keep the game going. Gold today is a barbaric relic of the past and they have no 

intention of returning. That would collapse the way they run government perpetually 

borrowing year after year with no intent of paying anything off. This political-economic system 

is not fiat – this is sheer madness for there is no end-game here. 

Europe is so heavily indebted that all it sees is trying to save the Euro immediately. They do 

NOT look at this long-term. Politicians never do that. The Eurozone nations such as Italy and 

Portugal could also find themselves under increasing pressure to put their bullion reserves to 

work. The socialists in France would not rule this out either. Then there is Slovenia, Hungary, 

and Spain standing in the line. It was sovereign sales that made the low in 1999. Cyprus has 

been a earthshattering event starting with the confiscation of assets. We are not talking about 

currencies collapsing into dust. We are looking 

at the collapse of the political infrastructure of 

Western Civilization. We are reaching the crisis 

point soon enough as was the case with Rome. 

It was not HYPERINFLATION. Government 

would not even accept its own money in 

payment of taxes. They assessed value in kind 

and began to confiscate property. 
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Everyone keeps touting the demise of the dollar as a fiat currency that it will collapse into dust. 

They seem to be unaware of the global private debt bubble in dollars where huge dollar short 

positions can easily reverse and cause a dollar short-cover rally. During the 1980′s, banks in 

Australia sold Swiss loans on the basis that was the way to save massive interest with no view 

of the A$ whatsoever. Then the Swiss rallied and A$ fell and the losses to borrowers were 

massive. This even altered the capital flows confusing the hell out of economists. Back then, 

there were countless bankruptcies and it was good business for us for we were getting called in 

among Australia’s top 50 companies all dealing with currency losses on a grand scale. 

Well, the short dollar debt bubble has been rising globally and in some respects for perfectly 

rational reasons in Europe and especially in Asia. Lending and borrowing have been encouraged 

by super low interest rates and bogus analysts who kept swearing the dollar would move lower, 

gold would soar, so borrow in dollars and you will pay back with funny money. This attitude has 
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created a global private debt bubble with everyone expecting to profit from a dollar collapse. 

Unfortunately, as the Euro presses lower because of massive structural problems where that 

currency could NEVER rise as a true RESERVE currency displacing the dollar due to the lack of a 

single national debt to absorb capital. The risks associated with a dollar rally are just off the 

charts. 

 

Rising debt levels are a natural outgrowth of rising wealth that has been emerging in Asia. As 

economies advance, financial sectors become more advanced and debt tends to 

increase. Nevertheless, there are reasons to be concerned about what’s going on in Asia. These 

economies are requiring more debt to keep going and privately have been following the West 

down the primrose path of financial 

indebtedness. 

Asia is not as economically healthy as 

its GDP growth rates suggest. There 

are growing debt problems with much 

of the debt in dollars. The economic 

growth is highly credit-dependent, 

which in fact provides leverage. 

Fundamentally, a dollar short-cover 

rally is a risk we must respect emerges 

from the cross currency borrowing 

that introduces massive currency 

exposure. The dollar has provided 

incredibly easy money conditions in the entire global economy. This extends far beyond the 

Fed’s balance sheet and in fact, the Fed looks conservative compared to the rest of the world 

no less the ECB. Debt has the possibility to rise even further, as financial institutions are under 

pressure to lend money as evidenced in the USA with mortgage rates dropping below 4%. 

The analysis that constantly harp about the Fed and its quantitative easing being massively 

bearish for the dollar have only helped to create this dollar bubble that is the mirror image of 

gold. We are beginning to enter the more interesting stage as we await the final break in gold, 

but the shift in even more capital from Europe that is helping the US share market explode 

most likely going into a May high, is lining up with a Euro low initially also in May. 
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The dollar rise into 1985 was similarly fueled by massive dollar bearishness and gold promoters 

swearing new highs were around the corner. In 1980, the US national debt hit $1 trillion when 

gold hit $875 and the Eurodollar deposits also reached $1 trillion. Europeans were convinced as 

all the press there touted the way the USA would get out of its debt bubble was to create a 

two-tier dollar with green ones still domestic and red ones for Eurodollars. This belief led to 

huge capital outflows from Eurodollar deposits that collapsed by 50% going into 1985 shifting 

to domestic dollar deposits that they believed would be worth more. As the bearish dollar view 

expanded, the dollar rose even further. 

This is what has taken place in recent times. The cry that the dollar will collapse because of Fed 

quantitative easing has been used to both sell gold and dollar loans. The Fed’s $3 trillion 

expansion was merely offset by the near $6 trillion in capital contraction by the deleveraging. 

Hence, the net effect for QE1, QE2, and QE3 has utterly failed to produce the hyperinflation 

that the majority has been forecasting. 
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This expansion by the Fed helped create a gold rally, but more significantly, it created a short 

dollar bubble in debt on a global scale that will cause a dollar rally which will shock the 

borrowers just as the Australians who were borrowing in Swiss. The extensive short dollar 

positions through dollar loans counting on its demise, is enough fuel to cause the dollar rally. 

This is being egged on by the stupidity in Europe at the ECB over this whole Cyprus deal. As 

geopolitical concerns also rise in Japan with North Korea threatening everyone, the dollar is 

poised to move higher there. In Britain, the economic decline continues and we may even see 

negative growth rates there as they become also hunters of the rich and applying their tax laws 

internationally. The Swiss pegged their currency to the Euro to try to fend off capital flight there 

but with Russia pissed off over Cyprus, the safest bet is the dollar. 

 
In Australia they called it “the economic equivalent of Mission Impossible” where their 

burgeoning foreign debt problem was accelerated by a government that did not understand 

capital flows any more that they do today or most conventional analysts still stuck in the 

Bretton Woods era of increasing money supply must be inflationary ignoring international 

trends. The Australian Hawke Government at the time claimed to have the answer by tight 

SERIA
L N

o. 
14

25
8

http://armstrongeconomics.files.wordpress.com/2013/03/a-y-2012-1.jpg


38 
 

monetary policy and high interest rates. But the loans were in Swiss francs. The more they 

raised interest rates, the greater the A$ rose and this increased the losses in foreign loans. The 

current account deficit rose because what was included in that is interest payments. The 

Australian government totally screwed up everything because they were clueless. Meanwhile, 

academics are focused intensely only on domestic models trying to apply random walks and 

market efficiency concepts unable to look at anything else like a 12 year old boy who sees his 

first nude woman unable to even blink. 

 
So hang on to your seat. The press, the government, the herd of domestically focused analysts, 

and most spellbound economists have all no clue what has been created because they do not 

look to the horizon and do not understand the accounting system governments are using in any 

event. As the dollar rises, Washington will call it a currency war, raise interest rates to 

discourage dollar loans, engage in protectionism, and this will create a feed-back loop sending 

the currency higher as was the case with the A$ and the Great Depression. Then we have 

the Sovereign Debt Crisis on top of this mess. So for all those touting the demise of the dollar, 

the majority are always wrong because that is the fuel that drives the markets. The 

majority MUST be wrong to create the swings within the economic pendulum. So don’t worry, 

be happy, we need those people to make money and survive. 
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When we look at our Dollar Index 1900=Par, we see a starkly bullish chart. The dollar has 

remained within the uptrend channel for the last century. It has never closed out of it yet. The 

secondary channel created from the World War I and 1931 high will provide the major technical 

resistance above the 1985 high when they formed G5 to manipulated the dollar lower creating 

the 1987 Crash & 1989 Japan Bubble. Even our Energy Model shows the dollar is FAR from 

over-bought and we can see the flat-line created by Bretton Woods for a brief shining moment. 

It certainly appears that the US dollar will befuddle everyone as it did before as with the A$. We 

are looking at record highs ABOVE that of 1985 before this flips. So just as during the 1980-

1985 period when dollar bearishness was at its height yet the dollar rose, we are looking at a 

similar situation here once again. 

 

Both economics and geopolitical trends are conspiring to produce a strong dollar that the 

majority will never understand until it is too late mumbling - But the Fed increased the money 

supply! Yes – there is also the other side of that coin, it is called DEMAND! The gold promoters 

deny every decline never acknowledging what took place always blaming some dark force. 

Every rally, however, is real – gold never the declines. This is a not analysis – it is propaganda.  
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WARNING 
THE FOLLOWING SECTIONS WERE WRITTEN BY THE 

COMPUTER WHICH HAS NOT YET BEEN FULLY TESTED. 

ANY TRADING POSITIONS IT STATES HAS TAKEN ARE 

HYPOTHETICAL AND DO NOT REPRESENT ACTUAL 

TRADING. 
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Human Overview 

When we look at gold we cannot do so with our mind and eyes blind to the world around us. 

We are in the middle of a major economic crisis of untold proportions. Either we go into a full-

blown meltdown that will be coupled with civil unrest if not spontaneous revolutions, or we 

move toward major economic reform that involves creating a whole new world of currency. 

There is no choice any more. The politicians refuse to comprehend that this time they have to 

admit they were wrong or they will be dragged by their hair from their ivory towers and will be 

lucky to escape with their heads intact. This is a debt crisis fueled by a currency crisis. There 

simply is no chewing gum, rubber band, or scotch tape that will this mess together much 

longer.  

Princeton's long-term outlook recognizes that the current bearish trend in NY GOLD may reach 

a conclusion during 2013 with a potential to extend on an intraday basis into the 2015. Either 

way, the bulk of the decline is likely to take place during 2013. An extended decline beyond 

2013 would be indicated by a year-end closing below 1310. A mere closing below 1434 would 

also keep gold in a bearish mode at least into 2014. The key support lies at the $1058 level 

down to $875-907. Nevertheless, as long as $688.4 holds on an annual closing basis, then the 

broader long-term bull market will remain in motion for the years ahead. Assuming that a 2013 

low holds, then we should see the next high may form during 2017 or even perhaps during 

2020. If we see an extension into 2015 for either the intraday low or the lowest annual closing, 

then we may see an abrupt panic to the upside for 2017 but that should not be the end of the 

rally.  
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From a technical trading perspective, there has always been a significant difference between a 

change in trend and a mere reaction. Bear markets are defined by lengths of time that are 

equal to or greater than 5-years. Reactions are 2-3 years in duration but can dictate the 

magnitude of the change in trend since the bulk of any decline is still confined to the first 3 

years. However, there is an exception to any rule. If the reaction is greater than a 73.96% (8.62) 

drop from the high, then it is possible to end the bear market within the reaction time frame. 

This is important to comprehend if we are looking at the future for gold from the 2011 high. 

For example, the first dramatic 3-year collapse in the Nikkei 225 was a 63% drop 38957-14194. 

The market consolidated for 4 years thereafter but could not exceed the high of that reaction 

low. This was a clear sign of profound weakness. The Nikkei fell into the lowest close 13 years 

from the high in 2002, penetrated that low intraday in 2003, rallied for a 3-year reaction with 

the highest closing without electing any bullish reversals, and then plummeted into the lowest 

closing 22 years from the high with the intraday low 23 years being 2012. Then there is the US 

shares market collapse from September 1929 into July 1932 fulfilling the 34.4-month cycle (4 * 

8.6), completing the bear market within the 3-year reaction time frame. That drop was 81% 

within the first 2 years 386-71, and then the 3rd year completed the 89.6% drop 386-40. That 

exceeded the 73.96% rule within the first two years warning the event would be concluded by 

the 3rd year. 
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Look at gold for example. Gold peaked at $875 on spot in 1980 and fell to $293.50 going into 

1982 accomplishing a 66.45% decline in 29 months. This was the bulk of the overall decline. 

That did exceed the Fibonacci number of 61.8 but it did not exceed the 73.96% rule. That mean 

there would be a continued decline for 5 years and a bear market was unfolding. Nonetheless, 

the bulk of the decline always takes place still within that first 3-year reaction time period 

despite the fact that the 1985 low was only $280.50 in 61 months and the 19-year low came in 

at $254 in August 1999 in 235 months. The collapse in gold between 1980 and 1982 was within 

the 2-year reaction. The 3rd year was a counter-reaction high into 1983. That was the kiss of 

death warning that an inability to rally beyond 1983 pointed to a 5-year bear market, which it 

did unfold on point for 1985. Gold then rallied with the decline in the dollar, but it was not 

making new highs in yen or D-Marks. That signaled lower lows ahead and everything was 

clearly pointing to 1999. 

A prolonged decline in gold was self-evidence given the progressive rise in the dollar. Our 

computer was forecasting a collapse in the pound to par by 1985. Indeed, the British pound fell 

from $2.45 in 1980 to $1.03 by 1985. There was no way gold could withstand a rise in currency 

value when it was simply a commodity. During a recession, the currency rises in purchasing 
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power so all assets must decline. During a boom cycle, the purchasing power of the currency 

declines as assets rise. This is simply the way things function. Therefore, the broad spectrum of 

markets was simply set-up against a rise in gold, which follows the commodity cycle except 

during periods of a collapse in confidence in government.  

 

Add 31.4 years to 1968 and we arrive at 1999 right on target. Add the long-term gold cycle of 

64 years to 1968 and we arrive at 2032, the end of this current Private Wave. Since 1999 

produced the low, 2032 should produce the high. Add 31.4 years to 1934 and the confiscation 

of gold and we arrive at 1965 – the first year of coinage in the USA after the withdrawal of silver 

as “lawful money”. Add 64 years to 1934 and we arrive at 1998/1999. Add 64 to Nixon’s 1971 

closing of the gold window and we arrive at the Pi (π) Target after 2032 (3.14 years later) being 

2035. Because gold has been at times money rising when assets decline and falling during 

inflationary booms, cycle inversions become common while the turning points remain 

unchanged. Hence, 1934 and 1998/1999 64 Year Cycle produced the major low whereas the 

1934 was the low and beginning of the gold standard fixed at $35. 
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Executive Order 11110 was issued by U.S. President John F. Kennedy on June 4, 1963. This 

executive order delegated to the Secretary of the Treasury the President’s authority to issue 

silver certificates under the Thomas Amendment of the Agricultural Adjustment Act, as 

amended by the Gold Reserve Act. The order allowed the Secretary to issue silver certificates, if 

any were needed, during the transition period under President Kennedy’s plan to eliminate 

silver certificates and silver from the coinage. 

 

 
 

On November 28, 1961, President Kennedy halted sales of silver by the Treasury Department. 

Increasing demand for silver as an industrial metal had led to an increase in the market price of 

silver above the United States government’s fixed price. This led to a decline in the 
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government’s excess silver reserves by over 80% during 1961. President Kennedy also called 

upon Congress to phase out silver certificates in favor of Federal Reserve notes. The last issue 

of Silver Certificates was that of 1957 Series. 

 
 

The 1963 series began the “Legal Tender” issue omitting any reference to silver, which had 

been defined as “lawful money”.  This was then followed by the first crack in the Gold Standard 

in 1968 whereby a two-tier market began with gold trading in London at a free price, where the 

member nations maintained the Bretton Woods fixed rate of gold at $35. Hence, the economic 

pressure began during the early 1960s. JFK began the process that led to the free-floating 

exchange rate monetary currency system of today. 

Everything is interlinked and performs on a long-term basis much more orderly than the short-

term. The most important date in gold is actually 1968 not 1971 when Nixon closed the gold 

window. Why? Because that is when gold began to trade in London beginning the two-tier 

market Public & Private. It was the start of the free markets and the first crack in Bretton 

Woods since the government maintained $35 officially but gold was free to float in the private 

market. Therefore, 1968 when we first adopted a Two-Tier gold market and London began 

freely to trade gold; the official fixed price was $35. That year 1968 saw gold trade between 

$42.60 and $35.10. Gold rallied into 1969 reaching the whopping $43.70 level in March 1969. 
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Thereafter, gold declined falling to BELOW the official fixed rate reaching $34.70 in January 

1970 – 8.6 months latter!  

Here we were with gold trading BELOW the Bretton Woods fixed exchange rate of $35. Anyone 

who thought gold would rally was wiped out when it did the unthinkable – fell BELOW the 

government price. This is the classic FALSE MOVE that cleans out the remnants so there is 

enough energy to take off in the opposite directions. Then 19 months later, the pressure had 

built up so much that Nixon was forced to close the gold window. 

The major support for gold during 2013 lies at 1035-1045 based on our yearly models. Initial 

support lies at 1310 level and a break of this area will be highly beneficial suggesting that 

indeed we may have a major low. The critical long-term support lies down at 1158 and 907. A 

year-end closing for 2013 BELOW 1310 will warn that we will eventually see lower lows.  

Nonetheless, the 1310 level will remain as a vital pivot point throughout the next few years. A 

closing BELOW 1310 for 2013 will cause this level to become overhead resistance. Additionally, 

the 1434 level will also be critical and a closing BELOW this area will cause this to become 

resistance followed by 1530-1570. If we see a consolidation into 2015, then look for any rally 

back ABOVE 1434 as the signal that a rally is starting going into at least 2017. 

From a technical perspective, when a market breaks out, it typically moves back to retest the 

broad channel from which it erupted. In this case, we are looking at the top of the major 

channel, which had defined the trading range initially coming out of the collapse of Bretton 

Woods attempt to freeze gold at a fixed value while everything else floated. What people do 

not appreciate is the market ALWAYS makes a false move in the opposite direction before it 

actually adopts the “real” trend. This is how the energy is created for the opposite move by 

convincing everyone either 

the rally will continue or the 

decline is inevitable. The 

problem we face is the 

excessive rhetoric of always 

BUY-BUY-BUY! The constant 

denial of any decline as being 

false caused by paper shorts 

while each rally is always 

portrayed as REAL 

vindicating their theories of 

course, has created 

unfortunately a herd of 

unsophisticated investors 
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waiting for the end of the world. This excessive bullishness is typically the death knell of any 

bull market signaling that a reversal of trend is not possible until the bullishness is squeezed out 

of it. This strongly suggests that gold must crack the 1310 area and test the 1158 or the more 

extreme target of 907-875 before we 

turn around. 

The lesson taught here by this entire 

move is that the UNTHINKABLE takes 

place to wipe out those that are so 

convinced it would be impossible for gold 

to decline, and then AND ONLY THEN 

will the REAL move take place. Those 

who believe gold cannot decline 

BECAUSE of the Fed or whatever do not 

comprehend how markets move and 

ALWAYS push everyone to the absolute 

limit before changing trend.
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YEARLY LEVEL 

 

This year our indications on the Yearly level in NY GOLD, are bullish on both the short-term 

momentum and trend according to the system model. We also find that intermediate indicators 

are in a bullish position. This suggests that 10450-10390 is an important level of intermediate 

support during 2013. On the broader perspective, the Cyclical Strength Model is currently 

bullish. Everything on the long-term models, including momentum and trend, is still in the 
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bullish mode on the Yearly level. Therefore, support appears to rest under the market at the 

10450, 10390, followed by 6884. Resistance, however, is largely technical starting at 14340 for 

especially year-end closing. For year-end, a closing below 13100 for 2013 would warn we could 

still see lower lows into 2014 with the maximum downside target being the 9070-8045 level. 

 

Our long-term outlook recognizes that the current bearish trend in New York COMEX Spot Gold 

may reach the bulk of the decline during 2013 with a potential to extend on an intraday basis 

into the following year 2014 leaving 2013 as the lowest yearly closing. There remains the 

potential to extend the consolidation into 2015, with any resumption of the uptrend beginning 

thereafter into 2017. Nevertheless, as long as 680.80 holds on an annual closing basis, then the 

broader long-term bull market will remain in motion for the years ahead. Assuming that a 2013-

2015 low holds, then the next high may form during 2017 or even perhaps moving into 2025.  

 

The International Perspective 

Whether or not gold is TRULY breaking out and beginning a new bullish phase depends not 

merely on our model objectives in terms of dollars, but more importantly in terms of a basket 

of world currencies.  Any rally that takes place in ONLY one currency is purely a false rally.  True 

bull markets have always, and without exception, taken place when the underlying commodity, 

stock, bond or index rises across the board in all forms of currencies.  In the case of gold, this is 

the sole distinguishing factor between the 1976-1980 rally and all others since. In all cases, gold 

rose in terms of dollars and declined in terms of international currencies ever since the 1980 

high. If gold is honestly breaking out, then it MUST accomplish new highs in all currencies. For 

now, gold remains bearish in US dollars. It will rise in most other currencies or decline less, but 

the bull market will reemerge when gold begins to rise in US dollar terms after 2015. 

This year our indications on the Yearly level in New York COMEX Spot Gold, are bullish on both 

the short-term momentum and trend according to the system model. We also find that 

intermediate indicators are in a bullish position. This suggests that 104450 area during 2013. On 

the broader perspective, the Cyclical Strength Model is currently bullish. Everything on the 

long-term models, including momentum and trend, is still in the bullish mode long-term on the 

Yearly level. Therefore, support appears to rest under the market at the 143400, 122700, 

104450, 103400, 90700, 87500, and 68000 levels. Resistance, during 2013 152670, 156600, and 

167500 levels. 
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YEARLY REVERSAL SYSTEM 

At this time, the Major Yearly Bearish Reversals are 130750 and 68000. Thereupon, only a 

yearly closing below 68000 will signal that an immediate downtrend could unfold leading to a 

renewed bear market ahead. However, any decline that hold that level and bounces off it will 

signal a resumption of the uptrend. For now, our Major Yearly Bearish Reversal at 130750 will 

signal that we have a consolidation phase ahead possibly into 2015 until the dollar declines. 

Thus, only a yearly closing below 130750 will signal that a downtrend is likely to unfold near-

term.  

New York COMEX Spot Gold remains in an extremely strong position long-term. As long as this 

market holds ABOVE 68000 on an annual closing basis, then new record highs are still possible. 

We do have a Minor Yearly Bullish Reversal at 143400 and we would need a closing above this 

level for 2013 to suggest that perhaps the low is in place for now. Our Yearly Bullish Reversals 

stand above the market at 192100 and 230000. A yearly closing above 192100 will signal that 

this market should continue to advance to new recent highs to test the 230000 level. An annual 

closing above 230000 will signal a move up to the next key area in the 480000-530000 zone. 

 

  

Yearly Reversals 

Major Bullish  192100 230000 

Minor Bullish  1434000  

Major Bearish  130750 68000  
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YEARLY COMPUTER RECOMMENDATION 

On the Yearly level of our model we remain LONG 6 positions. The last LONG position was taken 

on the close of 2008 at 88360. Our general target objective would be to Sell new high at 500000 

by 2024-2032. We would use a PSXCO at 68000 on a Yearly closing basis OCO with an IDPSX at 

51690. Reversing into a short position should be considered if 68000 is penetrated on a closing 

basis. From a timing perspective, you may want to consider taking profit if 2013 closes below 

130750 for 2013.  
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YEARLY TIMING 

On our empirical models, the ideal primary target for the next minor cycle low on the yearly 

level, remains 2015, particularly since our last target objective of 2011 produced a high at  

192080 in New York COMEX Spot Gold. If this new target objective is successful, we then expect 

to see a reaction in the opposite direction unfold on the next major cycle target leading into a 

high for 2017 possibly extending into 2024-2032. Thereafter, a re-test of support should 

develop 2013-2015 which is the next key target objective. In the event that the high of 2011 is 

penetrated on an intraday basis prior to 2015, or the key Yearly Bullish Reversals are executed, 

then a cycle inversion would be implied.  

A cycle inversion would also be implied if the high of the previous year were exceeded before 

2015. Therefore, under a cycle inversion scenario, if 2015 unfolded as a high instead of a cycle 

low, then all subsequent targets would also invert causing the next cycle low to unfold during 

the  2017.  
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Nevertheless, as it appears currently, 2013-2015 should produce a minor cycle low followed by 

a major high in 2017 possibly extending into 2024-2025 to 2032. Therefore, the next major 

turning point is due will be the 2017 which will be followed by another major target due 2024-

2025 in the period ahead.  

 

Employing composite cycle analysis, the key years for a turning point in New York COMEX Spot 

Gold will be 2020 and 2032. 

 

Our Directional Change models indicate that a turning point is due the year of 2016. Our Panic 

Cycle Models suggest that higher volatility is due the year of 2017. Our Volatility Models show 

high volatility in 2015, 2020-2021, and 2023-2024. 

 

Yearly Turning Points:  

(2013-2015), 2016 (2018-2019), 2022 

 

YEARLY TECHNICAL OUTLOOK 

RESISTANCE: 20923 

SUPPORT: 15893 14468 7146 

 

TABLE #1 

Yearly Technical Projections 

 2013...  66063   75740 105660 137962 158930 178480 198727 219880 227701 364799 
 2014...  69436   79920 112333 141336 163110 182550 202201 233577 233780 373202 
 2015...  72810   84100 119007 144709 167290 186620 205574 239453 247680 281605 
 2016...  76183   88280 125680 148083 171470 190690 208948 245329 261580 390008 
 2017...  79557   92460 132353 151456 175650 294760 212321 251204 275480 398411 
 2018...  82930   96640 139027 154830 179830 198830 215695 257080 289380 406814 
 2019...  86304 100820 135700 158204 184010 202900 219068 262956 303280 415217  
 2020...  89677 105000 152373 161577 188190 206970 222442 268831 317180 423620 
 
Yearly Indicating Ranges 
Date      Momentum    Trend   Long-Term 

 2013  68080-26430 103390-31740 104430-38820 
 2014  80150-25580 122700-29600 130770-39130 
 2015  104430-27720 143140-35000 152670-35590 
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YEARLY PATTERN RECOGNITION 

If this year closes below 155390, then the upward momentum has been lost which implies that 

a temporary top is in place and a near-term retest of support should begin. 

2013 MOMENTUM INDICATORS HLC 171620 129290 155390 

 

QUARTERLY LEVEL 

 

QUARTERLY REVERSAL SYSTEM 

At this time, the Major Quarterly Bearish Reversals are 148000, 130900, 111170 and 68000. 

Accordingly, only a quarterly closing below 68000 will signal that an immediate downtrend 

could retest long-term support. On a short-term basis, our Minor Quarterly Bearish Reversals 
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are found at 152500, 141320, 86410, 63990, 56420, and 51760. Consequently, only a quarterly 

closing below 86410 will signal that an immediate downtrend should unfold thereafter.  

 

Our Quarterly Bullish Reversal stands above the market at 193000 whereas the former high was 

192080. A quarterly closing above 193000 will signal that this market should continue to 

advance to new recent highs reaching the 230000 level. 

 

Quarterly Reversals 

Major Bullish  178700 193000  
Minor Bearish  152500 148000 141320 130900 111170 86410   
Major Bearish  148000 130900 111170 68000 63990 56420 51760 
 

 

QUARTERLY COMPUTER RECOMMENDATION 
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On the Quarterly level of our model we remain LONG 6 positions. The last LONG position was 

taken on the close of the 4th Quarter 2009 at 109520. Our general target objective would be to 

Sell new high at 230000 level. We would look to COVER all positions using an MIT just below the 

230000 price level. We would reenter a long position by buying a Quarterly close above 

230000. We would use a PSXCO at 156680 on a Quarterly closing basis. Reversing into a short 

position should be considered if 148000 is penetrated on a closing basis.  

 
 

QUARTERLY TIMING 

According to our empirical models, the ideal primary target for the next  cycle low on the 

quarterly level, remains 10/2016, particularly since our last target objective of 10/2012 

produced a  high at  179640.00 in New York Comex Spot Gold. If this new target objective is 

successful, we then expect to see a reaction in the opposite direction unfold on the next  cycle 

target leading into 01/2017. Thereafter, a re-test of support should develop 04/2017 which is 

the next  target objective. In the event that the  high of  179640.00 is penetrated on an intraday 

basis prior to 10/2016, or the key Quarterly Bullish Reversals are executed, then a cycle 

inversion would be implied. A cycle inversion would also be implied if the  high of the previous 

SERIA
L N

o. 
14

25
8



58 
 

quarter were penetrated during the 10/2016. Therefore, under a cycle inversion scenario, it 

would then appear that 10/2016 should ideally unfold as a  high instead of a cycle low and all 

subsequent targets would also invert causing the next cycle low to unfold during the 01/2017. 

Nevertheless, as it appears now, 10/2016 should produce a  cycle low followed by a high in 

01/2017 with a  re-test of support come 04/2017.  The ideal target where a major turning point 

is due will be the 10/2017 in the period ahead.  

 

Using a composite of a variety of timing intervals, the key quarters for a turning point in New 

York COMEX Spot Gold will be 04/2019 and 04/2020. 

 

Our Directional Change models indicate that a turning point is due the quarter of 10/2013.  

Quarterly Turning Points:  

 (04/2013), (01/2014), (04/2014), (01/2015), (04/2015), (10/2015)        

QUARTERLY TECHNICAL OUTLOOK 

RESISTANCE: 17500 

SUPPORT: 14545 13704 10486 7988 

 

TABLE #2 

Quarterly Technical Projections 

04/2013...  35312  40432  70622  10012  17466 

07/2013...  35312  40432  70622  86987  17217 

10/2013...  35312  40432  70622  73850  16968 

01/2014...  35312  40432  70622  60713  16720 

04/2014...  35312  40432  70622  47577  16471 

07/2014...  35312  40432  70622  34440  16222 

10/2014...  35312  40432  70622  21303  15973 

 

Quarterly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

04/2013  155440-56420 156680-65000 178700-104430 
07/2013  152670-60300 163520-68770 168390-111170 
10/2013  155410-63990 155440-69420 169780-115560 
 

2ND QUARTER '2013 MOMENTUM INDICATORS HLC 176040 158123 168023 
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MONTHLY LEVEL 

 
 

NY GOLD on the Monthly level, our short-term momentum indicators are neutral. Short-term 

trend, on the other hand, is in a bearish posture. As far as the Monthly, we find that the 

intermediate indicators are bullish. This suggests that the 138050 level is where intermediate 

support will be found. On the broader perspective, the Cyclical Strength Model is currently 

neutral, but a closing beneath 132540 will shift this negative. Everything on the long-term 

models, including momentum and trend, is still in the bullish mode on the Monthly level. 

Therefore, support appears to rest under the market at the 114690, 108740, 100970, 94470, 

89240 and 84720 levels. Resistance will be found residing above the market at 168490, 176940 

and 179540.  
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MONTHLY REVERSAL SYSTEM 

At this time, the Major Monthly Bearish Reversal is 146250, 138070, 115560 and 90480. 

Obviously, only a monthly closing below 90480 will signal that a real change in long-term trend 

is possible.  Our model suggests that the Major Monthly Bearish Reversal lying at 115560 will be 

very critical in the support of this market. Additional Major Monthly Bearish Reversals are 

found at 123650, 104220 and 68080. It should be noted that one key reversal appears to be 

very important. We see that a monthly closing beneath 115560 may signal that a serious sell-off 

is likely to follow thereafter. 

Right now, Major levels of our system models indicates that the Monthly Bullish Reversals exist 

at 169780, 172540 and 175500. Our Minor Monthly Bullish Reversal stands at 160330 and a 

closing above this level will signal that a retest of the 169780 area is likely. 

Monthly Reversals 

Major Bullish  17301 17577 17954 19243  

Major Bearish  146250 138070 123650 115560 104220 90480 68080 
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MONTHLY COMPUTER RECOMMENDATION 

On the Monthly level of our model we remain SHORT 5 positions. The last SHORT position was 

taken on the close of 04/2012 at 16672. Our general target objective would be to hold current 

positions as long as this remains below 17954 on a closing basis and 18100 is not penetrated 

intraday. We also see a technical objective for profit taking at the 115500 level. We would look 

to COVER all positions using an MIT just above the 9100 price level. We would use a PBXCO at 

17956 on a Monthly closing basis OCO with an IDPBX at 18110. Reversing into a long position 

should be considered if 17954 is penetrated on a closing basis. From a timing perspective, you 

may want to consider taking profit if new lows are established during 05/2013, 06/2013, 

09/2013, 01/2014, 02/2014, 04/2014 or 11/2014.  SERIA
L N

o. 
14

25
8



62 
 

 
 

MONTHLY TIMING 

Looking at our empirical models, the ideal primary targets for turning points will be May 2013 

June 2013, August 2013, October 2013, and January 2014. Ideally, each should produce the 

opposite effect. We do see rising volatility starting in September and a choppy last quarter. The 

major turning point will be January 2014.  

The key month for a turning point will be 09/2014. 

 

Our Directional Change models indicate that turning points are due the months of 10/2013, 

11/2013, 12/2013, 02/2014 and 03/2014. Our Panic Cycle Models suggest that higher volatility 

is due the month of 09/2013. 
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Monthly Turning Points:  

(05/2013), 06/2013, (10/2013), 01/2014, (02/2014), 04/2014 

               

MONTHLY TECHNICAL OUTLOOK 

 

RESISTANCE: 3331 3418 3422 3987 172942 

SUPPORT: 139774 58370 8552 

 

 

TABLE #3 

Monthly Technical Projections 

05/01...   8552  58370  13977  17294 
06/01...   8552  58193  13902  17198 
07/01...   8552  58017  13827  17102 
08/01...   8552  57840  13752  17007 
09/01...   8552  57663  13678  16911 
10/01...   8552  57487  13603  16815 
11/01...   8552  57310  13528  16720 
 

 

Monthly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
05/2013  163520-138070 168390-144860 168610-155410 
06/2013  161650-141320 162600-152670 167050-156040 
07/2013  157740-132210 160330-146250 164110-154660 
 

MAY MOMENTUM INDICATORS HLC 163530 147886 154823 
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WEEKLY LEVEL 

 
 

WEEKLY REVERSAL SYSTEM 

At this time, the Major Weekly Bearish Reversals are 132900, 132000, 123300 and 119710. 

Therefore, only a weekly closing below 132900 will signal that an immediate downtrend could 

retest long-term support. This type of a closing would warn that traders should prepare for a 

potentially important change in trend. Nevertheless, an election of our Monthly Reversals will 

be the final confirmation that such a major change in trend has developed. The Major Weekly 

Bearish Reversals are found at 127050, 123650, 118580, and 113020 with additional reversals 

at 117680, 116600, 108480 and 107470. It should be noted that one key reversal appears to be 

very important. We see that a weekly closing beneath 119710 may signal that a serious sell-off 

is likely to follow thereafter. 
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Looking at our Reversal System, we show that the Major Weekly Bullish Reversals stand at 

149460, 159880, 161280 and 169780. Our model also highlights Weekly Bullish Reversals above 

the market at 169540, 172370 and 175230. Thereupon, only a weekly closing above 149460 will 

signal that a immediate uptrend should unfold thereafter. Such a closing would warn that all 

traders should prepare for an acceleration of this immediate trend. Eventually, an election of 

our Monthly Reversals will be the final confirmation that such an acceleration is at least 

possible.  

 

 

Weekly Reversals 

Major Bullish  149460 159880 161280 169540 169780 172370 175230  

Major Bearish  132900 132000 127050 123650 123300 119710 118580 117680 116600 113020 

108480 107470 

 

WEEKLY COMPUTER RECOMMENDATION 

On the Weekly level of our model we remain SHORT 7 positions. The last SHORT position was 

taken on the close for the week of 05/13 at 136470. Our general target objective would be to 

COVER between 11600-9070. We also see a technical objective for profit taking at the 11600 

level. We would look to add another position by selling a Weekly close below 132000. We 

would look to COVER all outstanding SHORT positions by buying a Weekly close above 169780 

and simultaneously REVERSING into a LONG position. From a timing perspective, you may want 

to consider taking profit if new lows are established during the weeks of 04/08, 04/22, 04/29, 

05/27 or 06/10.  
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WEEKLY TIMING 

The primary targets on an empirical basis for the next turning points will be the weeks of 05/20, 

06/1-, 06/24, 07/08, 07/22 and 08/05 followed by 09/02.  

Our Directional Change models indicate that turning points are due the weeks of 05/13 and 

05/20. Our Panic Cycle Models suggest that higher volatility is due the week of 07/29. 

Weekly Turning Points:  

(05/20), 06/10, 06/24, (07/08), 07/22, 08/05. 09/20 

 

WEEKLY TECHNICAL OUTLOOK 

RESISTANCE: 16044 16856 17398 
SUPPORT: 14964 14003 12440 10536 
 
TABLE #4 
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Weekly Technical Projections 

RESISTANCE: 3218 3218 3236 3533 145658 

SUPPORT: 134964 128241 97866 3559 

 

 

TABLE #4 

Weekly Technical Projections 

05/20...  97866  12824  13496  14565 
05/27...  95388  12744  13475  14513 
06/03...  92910  12665  13453  14461 
06/10...  90432  12586  13432  14409 
06/17...  87954  12506  13411  14357 
06/24...  85476  12427  13390  14305 
07/01...  82998  12347  13368  14252 
 
 
Weekly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
05/20  155410-132210 161790-144000 171340-148720 
05/27  156600-140470 161840-141850 170550-147840 
06/03  156040-135360 158580-144000 168400-144830 
 

 

WEEKLY PATTERN RECOGNITION 

According to our pattern recognition models we see that a possible outside reversal may be 

due  the week of 05/27. 

WEEK OF 05/20 MOMENTUM INDICATORS HLC 147130 140403 142183 

 SERIA
L N

o. 
14

25
8



68 
 

 

ILVER, on a nearest futures basis exceeded the 1980 high but on a cash spot basis it 

failed to do so because there were trading limits back in 1980. New York Spot Silver was 

opening up limit in the futures and could not trade whereas the spot market continued 

to trade. Consequently, the futures topped at $42 back in 1980 whereas today it reached only 

$49 going into 2011. The spot market in January 1980 actually reached $50.40 (see charts). 

Therefore, the 1980 high has NOT been exceeded. We have a DOUBLE TOP formation in the 

cash market compared to the nearest futures. This failure to exceed the 1980 high in sport 

silver is yet another indicator on our models that the metals have NOT broken out to the upside 

so far. Indeed, adjusted for inflation, gold has not exceeded the 1980 high either for using the 

government deflated CPI index, the 1980 high would be $2300. Therefore, despite all the hype 

and nonsense, the metals HAVE NOT BROKEN OUT as of yet. Eventually, the metals will 

breakout to new highs but that will be after 2015. 
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While there are the overall Business Cycles refined by the Economic Confidence Model that 

does not dictate the trend for every market, each individual market has its own unique cycle. 

The model at that time peaked 1981.35, which pinpointed the high in interest rates and the end 

of the Public Wave.  For the 1980 high, the gold and silver cycles came back to back and each 

market amazingly peaked according to their individual cycles. Silver peaked on Friday January 

18, 1980 whereas gold astonishingly opened up-limit on Monday January 21, 1980 and then 

sold off without silver ever marking a new high. The metals dropped with silver bottoming the 

week of June 21st 1982 then rallied into 1983 and then collapsed again into the summer of 1985 

still following in a broad sense the ECM. 

 

SERIA
L N

o. 
14

25
8



71 
 

  

Here is the chart we use to publish from that time period illustrating not only how the model 

pinpointed the 1980 high as the target when the gold and silver cycles were back to back, but 

that prevailed for the bulk of the crash into 1982 where they remained back-to-back. The next 

time they came close within one week of each other was at the low again in 1985.  

Everything follows its own cycle. The key to understanding a given market is how it actually 

interacts with everything around it. We all have our own unique DNA that makes some of us old 

in our 40s appearing as if we were in our 70s while others in their 70s look like they are in their 

50s. Markets are the same way. Gold and silver have historically been on opposite planes. This 

is why there have been times that only silver coins circulate and other periods when only gold is 

found.  

Indeed, after the fall of Rome, gold vanished in Europe from the coinage. The only coin struck in 

gold were in the East from the Byzantine Empire known as the Byzant. In Europe, gold coinage 

did not reappear until the 13th century. There are simply times when silver has been the 

dominant money supply and at other times it has been gold but not together. This is ONLY 

possible because they have unique cycles that are very different. 
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The silver/gold ratio is what it is because these two commodities are very different. On the next 

page, you can see the ratio from 1700 to 1983. Those that tout the ratio should be 16:1 are just 

selling nonsense since that ratio under fixed monetary standards that actually bankrupted the 

US by 1896, Gold fled from the USA as silver was overvalued and everyone sold it to the USA. 

The Silver Democrats were trying to create inflation and set in motion a Long-Depression that 

lasted for 26 years. 
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Consequently, silver even at the low is very interesting. In the spot cash market the intraday 

low was 1991 at $3.503 whereas the lowest annual closing was 1992 but there is the lowest low 

in Nearest Futures in 1993. In the spot market, the 1993 level is $3.508 sa again we have a 

virtual perfect DOUBLE BOTTOM. Markets are very symmetrical. Because we have a perfect 

DOUBLE BOTTOM at the lows, we will generate the PERFECT DOUBLE TOP at the highs, which 

was accomplished. Therefore, intraday we have the standard 18-Year Cycle in Silver working 

perfectly to produce the 2011 high. However, we also have the 19-year rally from the lowest 

annual closing in 1992. Again, this is symmetry in action. 

The next huge turning points will be 2016 and 2022. Silver produced the usual 18-year turning 

point that unfolded as a high in the market, which has been largely consistent. Ideally, there 

should be a low forming 2 to 3 years from the last high in 2011 and that would point to 

2013/2014. Of course, the typical bear market would be 5 years taking us into 2016. If we see a 

low in 2013, that should produce the bulk of the decline as did the drop into 1982. A closing in 

2014 BELOW $19.500 would warn of a possible extension into early 2016 for a low and then a 

blast to the upside thereafter. 
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The Yearly Bearish Reversals are $8.51, $6.405, $5.470 and $4.150 from the 2011 high. From 

the 1980 high we did elect the first Minor Yearly Bearish at $4.31 at the close of 1990 and silver 

fell into the next year bottoming intraday at $3.50 intraday while the lowest annual closing 

came in 1992 and $3.67. The 1992 low was 12 years down from the intraday high in 1980 and 

13 years down from the highest annual closing in 1979. Our Minor Yearly Bearish currently is 

$11.24 on spot. Hence, an annual closing BELOW $11.24 will warn of a drop to the $8.51 area. 

Nevertheless, silver has always been prone to high volatility. Since this is effectively a Double 

Top with that of 1980, it is unlikely to reflect a long-term high, but rather a major shakeout 

creating a pause in the long-term trend. We previously stated that primary support in silver 

would be found in the $23.50-$26.50 range. The intraday lows have been $26.18 in September 

2011, $26.24 in December 2011, and $26.16 in June 2012 on a nearest futures basis is matched 

by the spot lows of $26.15, $26.27, and $26.10 respectively. This is extremely bearish for the 

$26 became key support that once broken would become formidable resistance for any rally.  

We also warned that long-term support and a MONTHLY closing would be found at this same 

level while support for the year-end closing would be found higher at $28, which was elected at 

the end of 2011 with that year closing at $27.95. This alone warned we were in a correction 

mode. A year-end closing BELOW $26.41 will warn that further lows are likely. The problem we 

see is that a break on a monthly close beneath $23.98 will warn of a possible drop to the $16.  

The sharp spike rally in silver into April 2011 was in line with a normal Phase Transition. 

Normally, one would look at this with expectations of a prolonged decline. However, the 

pattern that has emerged is not one that implies a crash and burn type of collapse for a 

prolonged period of time. True, there has been a sharp decline but the triple bottom in the $26 

zone suggests we are not dealing with a long-term bear market such as was the case in the 

Nikkei coming out of 1989 with isolated spike lows. That type of decline in silver would now 

only be possible with an annual closing BELOW $8.50. That does not appear likely. Instead, with 

the Double Top formation, we should find support and then make first a triple top followed by 

the forth thrust to break out into a new high watermark. 

When we look at the other metals, keep in mind that industrial demand is likely to ease off a bit 

even in China. We are looking at a serious suppression of economic growth as governments 

seek to chase the rich causing capital to contract and that will only contribute to further rising 

unemployment and a steady decline in real tax revenues. This will only serve to propel the 

economic crisis we face from the Sovereign Debt Crisis on a global scale. Governments are 

confiscating assets – there is no hyperinflationary agenda. They are appeasing bondholders and 

assume they can bullshit the masses that they see as stupid. 
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YEARLY LEVEL 

 

Princeton's long-term view in NY SILVER remains that only a temporary high maybe in place at 

this time. In the event of new intraday lows developing beyond this year, then the final low 

could extend into 2014. This year in NY SILVER, according to the system model, the immediate 

indications on the Yearly Level are bullish on the short-term momentum, while trend, however, 

is currently neutral on the Yearly level of activity. Even though the short-term indicators are 

mixed, we find that the intermediate indicators are bullish. This suggests that the 8494 level is 

where major support will be found. As long as that intermediate support at 1470 holds, then 

any decline may prove to be short-lived.  

On the broader perspective, the Cyclical Strength Model is currently bullish. Everything on the 

long-term models, including momentum and trend, is still in the bullish mode on the Yearly 

level. Therefore, support appears to rest under the market at the 21450, 14700, 9970, and 
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8490. Resistance will be found residing above the market at, 31000 level for 2013. There is a 

risk that this could drop to 26000 going into 2014 if we close below that level for 2013.  

YEARLY REVERSAL SYSTEM 

The Yearly Bearish Reversals are 8.51, 6.405, 5.470 and 4.150 from the 2011 high. From the 

1980 high we did elect the first Minor Yearly Bearish at 4.31 at the close of 1990 and silver fell 

into the next year bottoming intraday at 3.50 intraday while the lowest annual closing came in 

1992 and 3.67. The 1992 low was 12 years down from the intraday high in 1980 and 13 years 

down from the highest annual closing in 1979. Our Minor Yearly Bearish Reversals currently 

are 26.10 and 11.24 on spot. Hence, an annual closing BELOW this level will warn of a drop to 

the 8.51 area. 

Right now, Major Yearly Bullish Reversal remains at 32.20 level, which has never been elected. 

When we see an annual closing above this level then a breakout to the upside is likely. The 

highest annual closing in 2010 was 30.991. Therefore, only a yearly closing above 32.20 on spot 

will signal that an uptrend is likely to unfold.  

Yearly Reversals 

Major Bullish  32200  

Minor Bearish 2610 1124  

Major Bearish  851 6405 5470  4150  
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YEARLY COMPUTER RECOMMENDATION 

On the Yearly level of our model we remain SHORT 1 position. The last SHORT position was 

taken on an MIT at 50000. We would add another position on a Yearly closing below 146800. 

Our general target objective would be to BUY new low in 2013 at the ideal target of 105000 

level using an MIT. We would add an additional position using a SXCO at 8815 on a Yearly 

closing basis. Reversing into a long position should be considered if 322000 is penetrated on a 

closing basis. From a timing perspective, you may want to consider taking profit if new lows are 

established during 2013 under $23.  
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YEARLY TIMING 

On our empirical models, the ideal primary targets for the important turning points on the 

yearly level of our model are 2015, 2018, and 2021. The current decline is likely to bottom in 

2013 or 2014. However, it could extend into 2015 if 2014 closes below 1950. Thereafter, a re-

test of resistance should develop going into 2018 perhaps forming only a triple top saving new 

record highs for 2021-2024. 

Employing composite cycle analysis, the key years for a turning point in NY SILVER will be 2025, 

2027, and 2039. 

 

Our Directional Change models indicate that turning points are due the years of 2015 and 2016 

showing choppy trends near-term. Our Panic Cycle Models suggest that higher volatility is due 

the year of 2017 whereas on the Nearest Futures there are two targets 2018 and 2022. 

Volatility should rise in 2017-2018.  
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Yearly Turning Points:  

(2013-2014), 2015, 2018, 2021, 2024 

YEARLY TECHNICAL OUTLOOK 

RESISTANCE: 4909 6294 64851 

SUPPORT: 51612 50832 34842 25292 24059 20422 20422 13588 

 

TABLE #1 

Yearly Technical Projections 

2013...  13588  20422  24059 44790 51612 76942 

2014...  13753  21188  24601 46080 52538 77747 

2015...  13917  21953  25143 47370 53464 78551 

2016...  14082  22718  25685 48660 54390 79355 

2017...  14247  23484  26226 49950 55316 80160 

2018...  14411  24249  26768 51240 56242 80964 

2019...  14576  25014  27310 52530 57168 81768 

 

Yearly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

2013  11250-4620 14680-5348 21440-5620 

2014  10355-4050 19500-4920 26150-5965 

2015  14680-4225 26105-5009 31015-5170 

 

YEARLY PATTERN RECOGNITION 

 

If this year closes below 297433, then the upward momentum has been lost which implies that 

a temporary top is in place and a near-term retest of support should begin going into 2013-

2014. 

 

2013 MOMENTUM INDICATORS HLC 394800 223116 297433 
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QUARTERLY LEVEL 

 

QUARTERLY REVERSAL SYSTEM 

Our Quarterly Bullish Reversals stand at 352600 and 375800. A quarterly closing above 352600 

will signal that this market should continue to advance to new recent highs. However, as long as 

this market remains below 352600 on a quarterly closing basis, then the immediate trend must 

be considered as neutral and any close beneath a Bearish Reversal 170800 will signal a drop to 

the 146800 level.  

The Reversal System indicates that our near-term Major Quarterly Bearish Reversals are found 

at 170800, 146800, 133600, 112450, 107900, 64050, 58350, and 40500. Accordingly, only a 

quarterly closing below 170800 will signal that an immediate downtrend should unfold 

thereafter in the short-term.  
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Quarterly Reversals 

Minor Bullish  352600 375800  
Minor Bearish  170800 146800 133600 112450 107900 64050 58350 40500  
 

 

QUARTERLY COMPUTER RECOMMENDATION 

On the Quarterly level of our model we remain SHORT 1 position. The last SHORT position was 

taken on an MIT during the 4th Quarter 2011 at 495000. Our general target objective would be 

to BUY new low at 150000 using an MIT. We would use a SXCO at 146700 on a Quarterly closing 

basis to reenter a short position. Reversing into a long position should be considered if 352600 

is penetrated on a closing basis. From a timing perspective, you may want to consider taking 

profit if new lows are established during the in 2013 under 170000.  SERIA
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QUARTERLY TIMING 

According to our empirical models, the ideal primary target for the next major turning point on 

the quarterly level, remains 01/2014 with minor turning points due 02/2013, 04/2013, 02/2014. 

Major turning points appear to be 01/2014, 03/2014, 01/2015, 02/2015 03/2015, and 01/2016.  

 

Using a composite of a variety of timing intervals, the key quarters for a turning point in NY 

SILVER will be 04/2014 and 03/2021. 

 

Our Directional Change models indicate that turning points are due the quarters of 02/2013 

and 04/2013 on a nearest futures basis and 03/2013 on the sport market.  

Quarterly Turning Points:  

(02/2013), (04/2013), (02/2014) 01/2014, 03/2014, 03/2014, 01/2015, 02/2015, 03/2015, 

01/2016                    
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QUARTERLY TECHNICAL OUTLOOK 

RESISTANCE: 30777 
SUPPORT: 24390 22772 17593 17542 
 

TABLE #2 
Quarterly Technical Projections 
04/2013...  7391 10610 17542  22772  30777 40160 
07/2013...  6722 10663 17699  22833  28424 41051 
10/2013...  6053 10716 17856  22895  26071 41942 
01/2014...  5384 10769 18013  22956  23719 42834 
04/2014...  4715 10822 18170  23018  21366 43725 
07/2014...  4046 10875 18326  23080  19013 44616 
10/2014...  3377 10928 18483  23141  16661 45507 
 

Quarterly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
07/2013  261050-122900 296350-148600 333600-170800 
10/2013  264250-122450 279250-143000 325150-173250 
01/2014  283750-112450 296350-141600 310150-202500 
 
2ND QUARTER '2013 MOMENTUM INDICATORS HLC 34427 28055 31095 
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MONTHLY LEVEL 

 

MONTHLY REVERSAL SYSTEM 

When we look at the Reversal System, we see that Major Monthly Bearish Reversal resides at 

239900, followed by 163300, 121650 and 82900. Consequently, a monthly closing below 

239900 will signal that an immediate downtrend should unfold thereafter with a drop to test 

the 160000 level.  

Immediately, our Minor Monthly Bullish Reversals exist at 325150, 343150, 344900, and 

357050. Our model also provides Minor Monthly Bullish Reversals at 357050 and 481900.  

Monthly Reversals 

Minor Bullish  325150 343150 344900 357050 481900  

Minor Bearish  239900 163300 121650 82900  
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MONTHLY COMPUTER RECOMMENDATION 

On the Monthly level of our model we remain SHORT 3 positions. The last SHORT position was 

taken on the close of 04/2013 at 241850. We would look to add another position by selling a 

Monthly close below 26415. We would look to COVER all outstanding SHORT positions by 

buying a Monthly close above 30903 and simultaneously REVERSING into a LONG position. 

From a timing perspective, you may want to consider taking profit if new lows are established 

during 06-07/2013 or 09/2013.  SERIA
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MONTHLY TIMING 

Looking at our empirical models, the ideal primary targets for turning points on the monthly 

level remain 06-07/2013, 08/2013, 12/2013 followed by 04/2014. A monthly closing below 

2600 for05/2013 may warn of further downside into 06-07/2013.  

Employing composite cycle analysis, the key months for a turning point in NY SILVER will be 

08/2014 and 02/2016. 

 

Our Directional Change models on the Nearest Futures indicate that turning points are due the 

months of 11/2013, 01/2014, 02/2014 and 03/2014. It appears to be very choppy starting 

11/2013. Our Panic Cycle Models suggest that higher volatility is due the month of 05/2013 and 

again in 08/2013. However, on the spot market Directional Change targets are 11/2013 and 

12/2013 followed by 02/2014 and 03/2014 with a Panic Cycles due 01/2014. 

Monthly Turning Points:  

(05/2013), 06-7/2013, 08/2013, 12/2013, 04/2014  
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MONTHLY TECHNICAL OUTLOOK 

RESISTANCE: 6903 271112 299353 
SUPPORT: 153389 151575 2392 
 
TABLE #3 
Monthly Technical Projections 
05/01...  15157  15338  27111  29935 
06/01...  13770  14798  27202  29138 
07/01...  12382  14257  27294  28342 
08/01...  10995  13717  27385  27546 
09/01...  96075  13176  27477  26749 
10/01...  82200  12636  27568  25953 
11/01...  68325  12095  27660  25156 
 
Monthly Indicating Ranges 

Date      Momentum    Trend   Long-Term 
05/2013  333600-283150 335650-296350 339300-299900 

06/2013  313650-267300 325150-279250 371500-293000 

07/2013  299150-211200 322100-261050 323000-283150 

 

MAY MOMENTUM INDICATORS HLC 299783 257866 269996 
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WEEKLY LEVEL 

 

WEEKLY REVERSAL SYSTEM 

The Minor Weekly Bullish Reversals are 262650, 288280, 293590 and 320340. Our model also 

highlights Major Weekly Bullish Reversals above the market at 339210, 348560 and 355490. 

Accordingly, only a weekly closing above 262650 will signal that an uptrend will unfold short-

term. However, a weekly closing above 334470 is required to stabilize this market for now.  

 

Utilizing the Reversal System, we find that the Minor Weekly Bearish Reversals are found at 

204860, 196450, 177320 and 176830, with additional reversals at 175640, 174240, 167900 and 

165240. A weekly closing below 204860 will signal a downtrend should unfold thereafter.  

Weekly Reversals 

Major Bullish  262650 288280 293590 320340 339210 348560 355490  

Minor Bearish  204860 196450 177320 176830 175640 174240 167900 165240  
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WEEKLY COMPUTER RECOMMENDATION 

On the Weekly level of our model we remain SHORT 3 positions. The last SHORT position was 

taken on the close for the week of 04/08 at 264100. Our general target objective would be to 

COVER between 21000-20000. We would look to add another position by selling a Weekly close 

below 204860. We would look to COVER all outstanding SHORT positions by buying a Weekly 

close above 288280. From a timing perspective, you may want to consider taking profit if new 

lows are established during the weeks of 06/03 or 06/17.  
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WEEKLY TIMING 

The primary target on an empirical basis for the next turning point on the weekly level remains 

05/20 followed by 06/03, 06/17, 07/01, and 07/29.  

Using a composite of a variety of timing intervals, the key weeks for a turning point in NY 

SILVER will be 07/15 and 07/29. 

 

Our Directional Change models indicate that turning points are due the weeks of 05/13 and 

05/20. Our Panic Cycle Models suggest that higher volatility is due the week of 07/08. 

We see high volatility running into 07/29. 

Weekly Turning Points:  

(05/20), (06/03), 06/17, 07/01, 07/29 
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WEEKLY TECHNICAL OUTLOOK 

 

TABLE #4 

Weekly Technical Projections 

RESISTANCE: 5252 8516 292803 

SUPPORT: 164013 5165 4145 3841 3674 

05/20...  16401  29280 
05/27...  16092  29090 
06/03...  15782  28900 
06/10...  15473  28710 
06/17...  15164  28520 
06/24...  14855  28330 
07/01...  14546  28140 
 

 

Weekly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

05/20  282750-213000 301600-230110 313290-243810 
05/27  279850-224920 295550-227820 333610-240520 
06/03  283420-220180 292770-230110 324790-237980 
 

 

WEEK OF 05/20 MOMENTUM INDICATORS HLC 240770 226036 231383 
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ne of the greatest propagandas has been that gold is money and always has been. 

Nothing can be more further from the truth. Society has moved in and out of Dark 

Ages where even money has vanished from use, circulation, and production. This is 

true both from the West European as well as for the Asian historical perspective. There was a 

Dark Age in Greece between the Heroic Age of Agamemnon culminating in the siege of Troy 

and the Hellenistic Age. During that time, there was no official form of money. The dominant 

economy had been the Minoans whose base monetary unit was bronze. Their vast seafaring 

trading-skills enabled them to get tin from England and bring 

that back to the Mediterranean giving birth to the Bronze 

Age. Thus, money took the form of very useful copper and 

bronze ingots. Gold and silver were more luxury goods with 

no real practical use since you could not consume them nor 

were they good for tools and weapons. We find gold and 

silver used purely for ornamentation. 

O 
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We find gold typically adorning the tombs of kings from 

Egypt with the impressive sold gold coffin of Tutankhamen 

(1332-1323BC) with a weight of 110.4 kilos (3549.43 troy 

oz.). At $2,000, that makes the coffin worth in scrap almost 

$7.1 million. We also find gold adorning the tomb of 

Agamemnon with his famous death mask. There are various 

royal objects like cups in gold and we find silver as well 

mostly for the elite. Gold in general tended to be the 

exclusive domain of kings. However, as gold became more 

common, we begin to see 

it in jewelry for non-royals.  

Then there is the tomb of Alexander the Great’s father – 

Philip II (382–336 BC) after the Greek Dark Age. Once again, 

we find gold still adorning royal tombs. The larnax (box) in 

which his bones were placed was 24 carat gold and weighing 

11 kilograms and inside was also found the golden wreath 

with 313 oak leaves and 68 acorns, weighing 717 grams. At 

$2,000, the larnax would be worth $707,000 while the 

wreath would be about $46,000. Gold coins of Philip II were 

very common 

by this time. 

The standard 

became the 

stater with a weight of 8.6 grams, which the 

barbarians in Western Europe imitated. 
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The last Roman Emperor was Romulus Augustus (475-476AD). His monetary denominations 

were predominantly gold at that time with 

silver largely produced in small quantities. 

There was a tiny bronze coinage with a weight 

of about 0.61 grams. The money supply 

consisted largely of gold. When Rome fell, the 

barbarians tried to keep the game going. They 

effectively pretended to be Roman. However, 

this did not last very long.  The Ostogoths, a 

branch of the later Goths, a nomadic tribe of 

Germanic peoples coming from the Black Seas 

establishing a kingdom in Italy, tended to die 

out by the mid-6th century. The Visigoths, 

another branch of Goths settled in southern Gaul (today’s France) down into Spain and lasted 

until about 702AD. The Burgundians in France also died out by the mid-6th century. In 

Benevento, the Lombard Kings (671–851AD) held until the 9th century. The Vandals of North 

Africa also lasted only into the mid-6th century. 
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We begin to see during the 8th century the attempt to 

reestablish the Roman monetary system, minus the 

gold. The first silver denier appears about 751AD by 

Charlemagne’s father, Peppin (the short) (751-768AD). 

This is the beginning of the monetary system after the 

fall of Rome. However, there is simply no gold coinage 

until the 13th century. 

 

 

Gold begins to emerge during the 13th century after vanishing for the most part with duration 

of nearly 600 years. Consequently, the idea that gold has always been money is simply not true. 

It did not emerge as a medium of exchange until it became a luxury and no longer the exclusive 

domain of kings. Then it vanished for nearly 600 years after the fall of Rome in the West.  Gold 

begins to reemerge as effectively a 

two-tier currency suitable for 

international trade rather than 

domestic use. In Florence, gold was 

used for international trade, but 

domestically silver was used to pay 

wages and expenses. Merchants 

were required to keep two sets of 

books. Overall, gold does not begin 

to reappear in quantity until the rein 

of Edward III (1327-1377) in England. 
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Therefore, we recreated a picture of gold and its value relative to commodities and currencies 

going back to 1264 before the Black Death that struck Europe between 1348 and 1350 killing 

off about 50% of the population that began the free markets by reintroducing wages. The Black 

Death drastically reduced the work force and thus this shortage of labor forced landlords to 

begin to offer wages rather than serfdom that provided a free home and a portion of the crop 

they grew. Once wages began, so 

did taxation and suddenly there was 

a need for coinage. Within 26 years, 

we begin to see tax rebellions in 

France and then in England with the 

Great Revolt of 1381 over taxes. It 

took the Black Death to ignite the 

rebirth of Capitalism, which is best 

defined as the freedom and liberty 

of the individual. Serfdom, Fascism, 

Communism, and Socialism are all 

forms where the state is in charge to 

varying degrees as the individual 

surrenders their freedom and liberty 

to be controlled by some dominant 

central power. 
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Therefore, the work that went into creating this chart was extensive to say the least.  The 

significance of the start date of 1264 encompases the first banking crisis of 1298 when France 

effectively first defaulted on its bankers. We are looking at the birth of Capitalism insofar as 

that represents the free movement of capital, which includes labor. Once people were able to 

sell their labor to a bidder that met their liking, capitalism was reborn. 

When we look at this chart in log scale, we can see that the firt spike to test and penetrate the 

top of that channel we have named the Black Death Channel, was the Panic of 1869 where the 

United States was on a floating exchange rate system. Gold reached $162 an ounce on that run. 

It then fell back under a gold standard and crawled along the bottom until Roosevelt devalued 

the dollar. We then see the break of the gold standard established by Bretton Woods and gold 

begins the free market rally thereafter. The rally into 1974 tests the top of that channel and 

then gold falls by about 50% into 1976. Thereafter, it begins the rally into 1980. The 19 year 

bear market results in the necessary retest of the Black Death Channel and then the rally into 

2011 begins. 

By no means is gold finished. Adjusted for inflation, the 1980 high stands at about $2300 today 

where interesting enough we have Bullish Yearly Reversals waiting for election. The national 

debt of the USA in 1980 was $907.7 billion, the Dow reached 1,000, and gold $875. Today, the 
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national debt is about $17 trillion or an advance of 1888%, the Dow advance was 1500%, 

whereas gold’s advance has been only 219%. This to date has been a rather poor hedge against 

inflation illustrating the point that gold is not a hedge against inflation, but instead a hedge 

against government instability. There must be the collapse in confidence in the currency to 

justify the rise in gold. The problem is that while some argue the dollar must collapse because it 

is fiat, that really does not stand the test of time when in fact the currencies in Asia have 

historically always been fiat. Money is simply a medium of exchange – that is all. It is not a store 

of wealth nor should it be. In order to fix the value of gold so it never rises, then everything else 

also has to be fixed and what you end up with is similar to a Communistic state.  

  

If we look at copper, there has been an advance of 312% from the 1980 high 14890 to 46555. 

Then if we look at wheat in this chart, which is not an accumulative resource like gold but a 

constant renewable market, the 1980 high was 5608 whereas the highest level was reached in 

2008 at 12913 showing an advance of 230%. Clearly, gold has remained within the general 

ballpark of all commodity advances overall. Despite the hype, we have not seen gold break out 

yet and that is not likely until we exceed $2300. 

Identifying the truth first, enables us to now look at the future from a technical perspective. To 

see gold rise sharply, does this require the entire commkodity sector to advance in proportion? 

If that is the case, then and only then would we be looking at a systemic decline in the 

monetary system. In order to see gold rise alone as an alternative to money, which has actually 

never taken place systemically, it is hard to stich together the fundamental requirements for 

such an event in isolation. The vision of returning to some sort of a barter system as we see 
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emerging in Greece, requires the collapse in public confidence or the austerity philosophy of 

reducing money support to support confidence in the debt. 

Are we headed into the brink of a full fledged Mad Max event? That would be the emergence of 

a Dark Age which has taken place in Greece, Rome (Western Europe) and Japan. In all three 

cases, what we emerged was effectively a period of barter void of money altogether with a 

duration of about 600 years. These Dark Ages tend to be the collapse in civilization where 

government (PUBLIC) refuses to reform and constantly grabs more and more power until they 

have aniliated the people (PRIVATE) sector.  

 

We can see that commodities are never a straight line. All commodities, including gold, are in 

part tied to nature as the supply varies according to weather. In the case of gold, weather 

impacts the places exploration has been developed as well as the cost of extracting the metal. 

During the 1980s, one of my largest mining clients in Australia was offered a deal in Russia in 

Siberia. They turned down the prospect of mining gold in that region because of the weather 

and lack of infrastructure. 
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Here you can see wheat prices during the Black Death in England going back even further to the 

year 1220. We can see the abrupt thrusts upward and the high volatility associated with 

commodity prices. This means that when we look at gold into the future, we must understand 

that its nature is starkly different from charting the stock market. All commodities, including 

gold, are prone to abrupt advances and declines in short bursts of energy. Therefore, it is 

critical to understand that this is the charter of gold and as such a forecast that something will 

go exponential is NORMAL and not ABNORMAL.  

 

To accomplish a Phase Transition in equities or anything else tends to require capital to 

concentrate in a single sector and region. Hence, we see the bubble in 1929 following World 

War II in the United States and the Japanese bubble in 1989. The Dow essentially doubled in 

value during the last 12 months of the rally. This was the Phase Transition. Nonetheless, both 

the 1929 rally in the Dow Jones Industrials and the 1989 in the Japanese Nikkei 225 took place 

with positive capital inflows. Gold does NOT require this type of capital movement. Instead, 

gold requires more of a shift in confidence than net capital inflows. Gold is also a worldwide 

market that does not require capital to concentrate with a particular region or nation. 
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Another problem with gold has been its use as money to varying degrees. This is also why we 

do not see gold appreciate with inflation when it is money. At that point in time, gold declines 

with inflation purchasing less when it is money. The Panic of 1869 when gold rallied to $162 

illustrates this point. That is the Greenback versus gold. Gold was no longer money, federal 

paper money replaced it during the Civil War. Thus, inflation took place and gold rose in 

purchasing power along with everything else as a free market. So gold functions in two ways 

depending upon its role within the monetary system. Currently, gold is a barbaric relic of the 

past and it is no longer money meaning it will rise and fall counter-trend to the currency. 

Consequently, we must be careful when analyzing gold. Clearly, gold requires examination that 

is very careful. We must first understand what was the underlying monetary system at that 

point. This is absolutely critical. If gold was money, then during inflation, whatever money is at 

that moment, declines in purchasing power whereas it rises buying more assets during 

deflationary periods. 
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The discovery of gold in America resulted in creating major European continental inflation. The 

European economy also became addicted to the influx of both gold and silver. This increased 

the money supply tremendously. As the influx of precious metals began to subside, deflation 

emerged and this led to rising tensions within Europe. The observations of money and its 

supply began to take hold in Europe. This led to much debate. The Physiocrats in France during 

the 18th century argued that real wealth was agriculture. This prompted Adam Smith to write 

his Wealth of Nations to examine what really is money and the national productive wealth. 

SERIA
L N

o. 
14

25
8



 

Therefore, to understand the future requires understanding WHAT precisely MONEY is from an 

unbiased perspective. As long as we continue to look at gold as a form of MONEY, then we 

cannot see the forest because of our myopic view of the tree. MONEY is really the total 

productive capacity of a nation. The available WEALTH of a nation can be used to exchange for 

some other object. That can be pure labor from digging a ditch, to the brainchild of a scientist. 

This includes whatever is desirable by another party willing to exchange something in return for 

that labor involved or for the idea.  

Once we step back and realize that MONEY is simply the medium to exchange between to 

objects that can be tangible or intangible such as labor effort, we can then advance to the 

comprehension that gold is really just like everything else – a commodity. It will rise and fall in 

VALUE based upon supply and demand. It is not that complicated for that is the ONLY possible 

explanation when we view the entire history of money and civilization from the outset. Even 

when gold was used as MONEY in coin form, there were $50 coins produced in California 

whereas $20 was the largest denomination elsewhere. Inflation was much higher at the source 

where gold became common. Hotel rooms in 

New York at the time were $1 a day and a room 

for rent was about $20 a month. According to 

the report of Colonel Richard Barnes Mason in 

1848, he reported room rents at that time were 

$100 a month and rose to about $250 over the 

next two years. The inflation in California was 

substantially higher than anywhere else, which 

is why there were $50 coins. 
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OFFICIAL REPORT ON THE GOLD MINES. 

This is the official account of a visit paid to the gold region 
in July 1848 by Colonel Richard Barnes Mason, who had 
been appointed to the military command in California, and 
wrote his report for the adjutant-general at Washington. It 
is dated from headquarters at Monterey, August 17, 1848. 

 

  

 
 

 

[To:] Brigadier-General R. Jones, Adjutant-General, U.S.A., Washington, D.C. 

Sir,—I have the honour to inform you that, accompanied by Lieut. W. T. Sherman, 3rd Artillery, A.A.A. General, I 

started on the 12th of June last to make a tour through the northern part of California. We reached San Francisco 

on the 20th, and found that all, or nearly all, its male inhabitants had gone to the mines. The town, which a few 

months before was so busy and thriving, was then almost deserted. On the evening of the 24th the horses of the 

escort were crossed to Saucelito in a launch, and on the following day we resumed the journey, by way of Bodega 

and Sonoma, to Sutter’s Fort, where we arrived on the morning of July 2. Along the whole route mills were lying 

idle, fields of wheat were open to cattle and horses, houses vacant, and farms going to waste. At Sutter’s there 

was more life and business. Launches were discharging their cargoes at the river and carts were hauling goods to 

the fort, where already were established several stores, a hotel, etc. Captain Sutter had only two mechanics in the 

employe—wagon-maker and a blacksmith, whom he was then paying $10 per day. Merchants pay him a monthly 

rent of $100 per room, and while I was there a two-story house in the fort was rented as a hotel for $500 a month. 

On the 5th we arrived in the neighbourhood of the mines, and proceeded twenty-five miles up the American Fork, 

to a point on it now known as the Lower Mines, or Mormon Diggings. The hill sides were thickly strewn with canvas 

tents and bush-harbours; a store was erected, and several boarding shanties in operation. The day was intensely 

hot, yet about 200 men were at work in the full glare of the sun, washing for gold—some with tin pans, some with 

close woven Indian baskets, but the greater part had a rude machine known as the cradle. This is on rockers, six or 

eight feet long, open at the foot, and its head had a coarse grate, or sieve; the bottom is rounded, with small cleets 

nailed across. Four men are required to work this machine; one digs the ground in the bank close by the stream; 

another carries it to the cradle, and empties it on the grate; a third gives a violent rocking motion to the machine, 

whilst a fourth dashes on water from the stream itself. The sieve keeps the coarse stones from entering the cradle, 

the current of water washes off the earthy matter, and the gravel is gradually carried out at the foot of the 

machine, leaving the gold mixed with a heavy fine black sand above the first cleets. The sand and gold mixed 

together are then drawn off through auger holes into a pan below, are dried in the sun, and afterwards separated 

by blowing off the sand. A party of four men, thus employed at the Lower Mines, average 100 dollars a-day. The 

Indians, and those who have nothing but pans or willow baskets, gradually wash out the earth, and separate the 

gravel by hand, leaving nothing but the gold mixed with sand, which is separated in the manner before described. 

The gold in the Lower Mines is in fine bright scales, of which I send several specimens. 
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As we ascended the south branch of the American fork, the country became more broken and mountainous, and 

twenty-five miles below the lower washings the hills rise to about 1000 feet above the level of the Sacramento 

Plain. Here a species of pine occurs, which led to the discovery of the gold. Captain Sutter, feeling the great want of 

lumber, contracted in September last with a Mr. Marshall to build a saw-mill at that place. It was erected in the 

course of the past winter and spring—a dam and race constructed; but when the water was let on the wheel, the 

tail race was found to be too narrow to permit the water to escape with sufficient rapidity. Mr. Marshall, to save 

labour, let the water directly into the race with a strong current, so as to wash it wider and deeper. He effected his 

purpose, and a large bed of mud and gravel was carried to the foot of the race. One day Mr. Marshall, as he was 

walking down the race to this deposit of mud, observed some glittering particles at its upper edge; he gathered a 

few, examined them, and became satisfied of their value. He then went to the fort, told Captain Sutter of his 

discovery, and they agreed to keep it secret until a certain grist-mill of Sutter’s was finished. It, however, got out 

and spread like magic. Remarkable success attended the labours of the first explorers, and, in a few weeks, 

hundreds of men were drawn thither. At the time of my visit, but little more than three months after its first 

discovery, it was estimated that upwards of four thousand people were employed. At the mill there is a fine 

deposit or bank of gravel, which the people respect as the property of Captain Sutter, though he pretends to no 

right to it, and would be perfectly satisfied with the simple promise of a pre-emption on account of the mill which 

he has built there at a considerable cost. Mr. Marshall was living near the mill, and informed me that many persons 

were employed above and below him; that they used the same machines as at the lower washings, and that their 

success was about the same—ranging from one to three ounces of gold per man daily. This gold, too, is in scales a 

little coarser than those of the lower mines. From the mill Mr. Marshall guided me up the mountain on the 

opposite or north bank of the south fork, where in the bed of small streams or ravines, now dry, a great deal of 

coarse gold has been found. I there saw several parties at work, all of whom were doing very well; a great many 

specimens were shown me, some as heavy as four or five ounces in weight; and I send three pieces, labeled No. 5, 

presented by a Mr. Spence. You will perceive that some of the specimens accompanying this report hold 

mechanically pieces of quartz—that the surface is rough, and evidently moulded in the crevice of a rock. This gold 

cannot have been carried far by water, but must have remained near where it was first deposited from the rock 

that once bound it. I inquired of many if they had encountered the metal in its matrix, but in every instance they 

said they had not; but that the gold was invariably mixed with wash-gravel, or lodged in the crevices of other rocks. 

All bore testimony that they had found gold in greater or less quantities in the numerous small gullies or ravines 

that occur in that mountainous region. 

On the 7th of July I left the mill and crossed to a small stream emptying into the American fork, three or four miles 

below the saw-mill. I struck the stream (now known as Weber’s Creek) at the washings of Sunol and Company. 

They had about thirty Indians employed, whom they pay in merchandise. They were getting gold of a character 

similar to that found in the main fork, and doubtless in sufficient quantities to satisfy them. I send you a small 

specimen, presented by this Company, of their gold. From this point we proceeded up the stream about eight 

miles, where we found a great many people and Indians, some engaged in the bed of the stream, and others in the 

small side valleys that put into it. These latter are exceedingly rich, two ounces being considered an ordinary yield 

for a day’s work. A small gutter, not more than 100 yards long by four feet wide, and two or three deep, was 

pointed out to me as the one where two men (W. Daly and Percy M’Coon) had a short time before obtained. 

17,000 dollars’ worth of gold. Captain Weber informed me, that he knew that these two men had employed four 

white men and about 100 Indians, and that, at the end of one week’s work, they paid off their party, and had left 

10,000 dollars’ worth of this gold. Another small ravine was shown me, from which had been taken upwards of 

12,000 dollars’ worth of gold. Hundreds of similar ravines, to all appearances, are as yet untouched. I could not 

have credited these reports had I not seen, in the abundance of the precious metal, evidence of their truth. Mr. 

Neligh, an agent of Commodore Stockton, had been at work about three weeks in the neighbourhood, and showed 
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me, in bags and bottles, 2000 dollars’ worth of gold; and Mr. Lyman, a gentleman of education, and worthy of 

every credit, said he had been engaged with four others, with a machine, on the American fork, just below Sutter’s 

Mill, that they worked eight days, and that his share was at the rate of fifty dollars a-day, but hearing that others 

were doing better at Weber’s Place, they had removed there, and were then on the point of resuming operations.  

The country on either side of Weber’s Creek is much broken up by hills, and is intersected in every direction by 

small streams or ravines which contain more or less gold. Those that have been worked are barely scratched, and, 

although thousands of ounces have been carried away, I do not consider that a serious impression has been made 

upon the whole. Every day was developing new and richer deposits; and the only impression seemed to be, that 

the metal would be found in such abundance as seriously to depreciate in value. 

On the 8th July I returned to the lower mines, and eventually to Monterey, where I arrived on the 17th of July. 

Before leaving Sutter’s, I satisfied myself that gold existed in the bed of the Feather River, in the Yuba and Bear, 

and in many of the small streams that lie between the latter and the American fork; also, that it had been found in 

the Consumnes, to the south of the American fork. In each of these streams the gold is found in small scales, 

whereas in the intervening mountains it occurs in coarser lumps. 

Mr. Sinclair, whose rancho is three miles above Sutter’s on the north side of the American, employs about fifty 

Indians on the north fork, not far from its junction with the main stream. He had been engaged about five weeks 

when I saw him, and up to that time his Indians had used simply closely-woven willow baskets. His net proceeds 

(which I saw) were about 16,000 dollars’ worth of gold. He showed me the proceeds of his last week’s work—14 

lbs. avoirdupois of clean-washed gold. 

The principal store at Sutter’s fort, that of Brannan and Co., had received in payment for goods 36,000 dollars’ 

worth of this gold from the 1st of May to the 10th of July. Other merchants had also made extensive sales. Large 

quantities of goods were daily sent forward to the mines, as the Indians, heretofore so poor and degraded, have 

suddenly become consumers of the luxuries of life. I before mentioned that the greater part of the farmers and 

rancheros had abandoned their fields to go to the mines. This is not the case with Captain Sutter, who was 

carefully gathering his wheat, estimated at 40,000 bushels. Flour is already worth, at Sutter’s, 36 dollars a-barrel, 

and will soon be 50. Unless large quantities of breadstuffs reach the country much suffering will occur; but as each 

man is now able to pay a large price, it is believed the merchants will bring from Chili and the Oregon a plentiful 

supply for the coming winter. 

The most moderate estimate I could obtain from men acquainted with the subject was, that upwards of 4,000 men 

were working in the gold district, of whom more than one-half were Indians, and that from 30,000 to 50,000 

dollars’ worth of gold, if not more, were daily obtained. The entire gold district, with very few exceptions of grants 

made some years ago by the Mexican authorities, is on land belonging to the United States. It was a matter of 

serious reflection to me, how I could secure to the Government certain rents or fees for the privilege of securing 

this gold; but upon considering the large extent of country, the character of the people engaged, and the small 

scattered force at my command, I resolved not to interfere, but permit all to work freely, unless broils and crimes 

should call for interference. 

The discovery of these vast deposits of gold has entirely changed the character of Upper California. Its people, 

before engaged in cultivating their small patches of ground, and guarding their herds of cattle and horses, have all 

gone to the mines, or are on their way thither. Labourers of every trade have left their work-benches, and 

tradesmen their shops; sailors desert their ships as fast as they arrive on the coast; and several vessels have gone 

to sea with hardly enough hands to spread a sail. Two or three are now at anchor in San Francisco, with no crew on 

board. Many desertions, too, have taken place from the garrisons within the influence of these mines; twenty-six 
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soldiers have deserted from the post of Sonoma, twenty-four from that of San Francisco, and twenty-four from 

Monterey. I have no hesitation now in saying, that there is more gold in the country drained by the Sacramento 

and San Joaquin Rivers than will pay the cost of the present war with Mexico a hundred times over. No capital is 

required to obtain this gold, as the labouring man wants nothing but his pick and shovel and tin pan, with which to 

dig and wash the gravel, and many frequently pick gold out of the crevices of rocks with their knives, in pieces of 

from one to six ounces. 

Gold is also believed to exist on the eastern slope of the Sierra Nevada; and, when at the mines, I was informed by 

an intelligent Mormon that it had been found near the Great Salt Lake by some of his fraternity. Nearly all the 

Mormons are leaving California to go to the Salt Lake; and this they surely would not do unless they were sure of 

finding gold there, in the same abundance as they now do on the Sacramento. 

________________________________________ 

I have the honour to be, 

Your most obedient Servant,  

R. B. MASON, Colonel 1st Dragoons, commanding. 
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In Cyclical Analysis, you obtain a different effect if you alter the wavelength, which is the 

distance between peaks within the wave formation. Using the electro-magnetic wave structure 

of light, we can see the different effects obtained by changing the wavelength. Increasing or 

decreasing the wavelength and you get everything from radio and TV to x-rays and microwaves.  

Cyclical analysis is consistent in this manner. Regardless of the medium we example, how 

cyclical wave formations act does not change based upon what you are studying. Therefore, 

even in economics, we obtain different effects with different wavelengths. This is simple the 

design within the structure of everything. 

 

 

 

When we look at gold from the monetary perspective, using the Monetary Crisis Frequency of 

37 years we get a series of dates that warns us about 2017. The frequency is a fractal structure 

(4.3 * 8.6) giving us 37 years that where we find various financial crisis events in the monetary 

system. For example, 1971 was the collapse of Bretton Woods and 37 years before was 1934 
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where the devaluation of the dollar was carried 

out by Roosevelt. Moving 37 years back once 

again brings us to 1897 when J.P. Morgan bailed-

out the US Treasury in 1896. Using the dates 

from gold price movement, we have the Panic of 

1720 with the South Sea Bubble in London and 

the Mississippi Bubble in Paris. Of course, 1758 

was the first sighting of Halley's comet by Johann 

Georg Palitzsch during its return while the British 

troops occupy Calcutta India and Austria took 

Berlin. The British also conquered Quebec, 

Canada. The first American life insurance 

company was incorporated in Philadelphia 

making that city also the insurance capital in the 

USA. This also marked the 27th observation of 

Halley’s Comet, which returns every 75-76 years. 

Battle of Prague in 1757 marks defeat of the 

Austrians by Frederick the Great of Prussia.  

By 1795, there is the Democratic revolution in Amsterdam, which ended the oligarchy as 

democracy was sweeping the Western world. In 1795, the United States was finally able to 

settle its debts with the French Government 

with the help of James Swan, an American 

banker who privately assumed French debts on 

July 9th, 1795 at a slightly higher interest rate. 

Swan paid off the U.S. debt to France amounting 

to $2,024,899. Swan then resold these debts at 

a profit on domestic U.S. markets. The United 

States no longer owed money to foreign 

governments, although it continued to owe 

money to private investors both in the United 

States and in Europe. Swan had returned to the 

United States in 1795. However, he went back to 

France in 1798 where they imprisoned him in 

Paris for debt in 1808 and threw him into 

debtor’s prison, where he remained until his 

release in 1830 just before he died in Paris that 

same year. 
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On May 7th, 1832, Greece became an independent republic. The year 1832 also marked in the 

United States the first Democratic National Convention in Baltimore after the party split. It was 

on July 10th, 1832 when President Andrew Jackson vetoed legislation to re-charter Second Bank 

of US setting in motion the collapse of a stable monetary system that would culminate in the 

Panic of 1837. By destroying the Bank of the United States, he moved deposits of the 

government to state banks. This encouraged an explosion of state banks all issuing their own 

money creating total havoc. This entire period became known as the period of Broken Bank 

Notes. Every bank was issuing money and no one knew what was real from counterfeit, or what 

banks were legitimate and what was a fraud. 
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This brings us to the Panic of 1869. Gold had actually peaked in 1864 near the $200 level 

expressed in Greenbacks and was declining. It was during the decline when the “Gold Ring” was 

pushing gold higher in an attempt to force the USA to accept 

a much higher price for gold when it would have to return to 

the Gold Standard. The idea was to compel the government 

to accept whatever price gold was trading at on the New York 

Stock Exchange at that moment in time.  James Fisk (1835-

1872) and  Jay Gould 

(1836-1892) managed to 

get gold to rally up to $162 

an ounce in the middle of 

a bear market on 

September 24th, 1869. This 

was the financial Panic of 

1869 where bankers were 

being dragged out to the streets and hung and they had to 

send in troops to suppress the riot, which gave rise to the 

term “Black Friday”. 
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The next target market was the Great 1906 San Francisco Earthquake, which set the stage for 

the Panic of 1907 and ultimately the establishment of the Federal Reserve. The claims were on 

the West Coast but the Insurance Companies were on the East Coast. The shift in capital flows 

led to shortages of cash in New York. Ultimately, when the Federal Reserve was originally 

designed it had 12 branches and each maintained its own interest rates. Consequently, to 

prevent a drain of capital in one region, each branch would act accordingly. If there was too 

much cash in one region the branch would lower interest rates. If 

there was a shortage of cash in a region, the branch would raise 

interest rates locally. This was seen as using the interest rate 

differentials to attract or deflect capital flows domestically. 

A National Monetary Commission was formed following the 

Panic of 1907 and the Republican leader in the Senate, Senator 

Nelson Aldrich (1841-1915) took charge. Aldrich was a brilliant 

man who was passionate about revising the American financial 

system. In 1910, Aldrich met with Frank Vanderlip of National City 

Bank (Citibank), Henry Davison of Morgan Bank, and Paul 

Warburg of the Kuhn, Loeb Investment House secretly at Jekyll 

Island, a resort island off the coast of Georgia, to discuss and 
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formulate banking reform, including plans for a form of central banking that would accomplish 

the role of J.P. Morgan played during the Panic of 1907. The meeting was held in secret 

because the participants knew that any plan they generated would be rejected automatically in 

the House of Representatives given the intense 

hatred of the bankers and Wall Street in the 

festering Marxist/Progressive atmosphere. 

Unfortunately, because this meeting was secret 

involving Wall Street, the whole Jekyll Island affair 

has always been cloaked in conspiracy theories.  

The political problem with the Aldrich Plan was 

that the regional banks would be controlled 

individually and nationally by bankers, a prospect 

that did not sit well with the populist Democratic 

Party or with President Wilson. The Democrats and Wilson were fearful that the reforms would 

grant more control of the financial system to bankers and the politicians could not meddle as 

they saw fit. The history of the First and Second Bank of the United States was repeating. It was 

that Political-Economy that cannot 

be divorced.  

Congress usurped the structure of 

the Federal Reserve and created a 

single interest rate that was to be 

established in Washington. He 

further mandated that the Federal 

Reserve support the US bond 

market during World War II at par, 

which was not rescinded until 1951. 

Consequently, Roosevelt pegged the 

bonds to defeat the free market 

movement. 

The next turning point was 1943. It may have been greatly overlooked, but this is when the US 

& Britain relinquished extraterritorial rights in China. It is also when Hitler declared "Total War" 

as he began transporting Jews from Amsterdam to concentration camp Vught. It was also when 

FDR & Winston Churchill conferred in Casablanca concerning WW II and on January 15th, 1943, 

the then World's largest office building with an air conditioning system, Pentagon, completed. 

The free markets were totally suppressed. 
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Of course, the following year 1944 saw the start of Bretton Woods and in 1945 the formal 

beginning of the IMF and World Bank took place following the Bretton Woods design. It was 26 

years later that the Bretton Woods System collapsed in 1971 with the birth of the floating 

exchange rate system after they fixed the dollar to gold, but failed to restrain the quantity of 

dollars redeemable in gold. 

This brings us to the first floating exchange rate system rally 

where gold rises from just under $35 in 1970 to $875 by 1980 on 

January 21st, 1980. This conformed to the 37-year frequency and 

then a 19-year decline unfolded into the intraday low in 1999. 

The 1999 low was a nice retest of the Black Death Channel after 

the breakout into 1980. A parallel from the Breakline drawn in red 

from the 1980 is just above the $1,000 level. A retest of that now 

going into 2013 is likely. 

What the future appears to hold is another turning point is 

showing up for 2017 on this 37-year frequency as well as within 

the basket of cyclical models reflected within the Forecasting 

Array. However, gold has not fully separated itself from this role 

as an alternative form of money. The wild stories of no gold in Fort Knox to claims that the 

inventory at COMEX is foretelling the death of “paper gold” have only kept gold in the tin-foil-

hat crowd and out of mainstream investment. The more desperate these claims become, the 

more gold is relegated to the not ready for prime time investment category. Whether there is 

any gold in Fort Knox is just not relevant since government will never admit that if it were true 

so it is a claim that can never be proven. Insofar as the death of “paper gold” is concern that is 

another wild exaggeration. ALL futures markets function the same way. To suggest that gold 

alone has been suppressed because there are more “paper gold” contracts outstanding than 

gold is pointless. The only way “paper gold” would cease to exist is if the total financial markets 

evaporated in which case gold would not be worth very much for how would you spend it if 

there was no society? 

We have to stay within the bounds of reality and not chase visions in the middle of the night. 

We need to turn on the lights. The system is collapsing from fiscal mismanagement advocated 

by Marx and Keynes. That is bad enough. It will not matter what is in Fort Knox. The only thing 

that is never wrong is always the markets. The key is just to observe and listen. Everything is for 

a reason. Gold will rise, but not until everything is lined up because to fulfill the Economic 

Confidence Model going into 2032 with the collapse in all faith in government and the 

reformation of government as took place with each previous turning point, we need the 

mainstream crowd to jump – not just the Goldbugs. 
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The most difficult aspect of forecasting gold has been its cross-dressing tendencies of being 

sometimes money and sometimes a commodity. While gold was predominately a free floating 

medium of exchange since about 600BC meaning that while it is money the rises in purchasing 

power during economic declines, it was rarely ever FIXED in the sense of a gold standard. 

Nevertheless, this flipping back and forth has taken its toll insofar as what are were actually 

dealing with at any particular point in time. What is fascinating, however, is the tendency to be 

prone toward cycle inversions meaning the same cycle targets work, but instead of a high we 

get a low or the other way around. Roosevelt devalued the dollar in 1934 raising the “official” 

price from $20.67 to $35. Was this really a high or low? It depends upon the perspective. If we 

view it as money, it was a low since it created inflation. From a gold pricing perspective, it was a 

high in price thanks to inflation. The next turning point was 1998, which produced in high in 

MONEY since gold made its 19 year low in 1999. The year 1998 was the collapse of Russia that 

sent the dollar higher and the collapse of Long-Term Capital Management took place in 

September that year. Staying with that wave, the bottom projected was 2011, which in MONEY 

terms produced the low and the high in gold. Consequently, the targets do not change, but 

what you get flips to the opposite – a Cycle Inversion. 
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The Economic Confidence Model is still the dominant factor since we are facing a collapse in 

government on a global wide scale. We are confronted with the fall of Marxism-Keynesianism 

whereby these two theories both justified government as being capable of managing the 

economy and eliminating the business cycle. These theories have resulted in the death of far 

more people and the misery of more than 50% of the world population. Despite all of this 

havoc, there are still so many advocating that we destroy the free markets and the answer is 

more government control bringing George Orwell’s 1984 into full focus. What we face in 2032 is 

nothing shy of monumental for society as a whole. 

When we look at our computer models, 2017 is showing up as a Panic Cycle warning that we 

may see major volatility ahead. It is entirely possible that what lies on the horizon is a major 

dollar rally FIRST as Europe and Japan meltdown. This could prove to be devastating for gold if 

we see a 2013 closing BELOW at least 14340. A closing at year-end BELOW 13100 would tend 

to be significant for any new low in 2014 could set the stage for a 5-year decline making the low 

in 2016. This would then extend the entire cycle making 2017 not the high, but the start of a 

breakout that will culminate in 2032. 
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The reason we must address this possibility is the excessive bullishness. The onslaught of 

perpetual TV advertisements and the fact that we have been the sole short-term bear who has 

had nothing but arrows fired our way. Even the Goldbug radio shows try to ban anything we 

have to say acting like the government trying desperately to silence anything contrary to what 

they want people to believe. The blitzkrieg of dangerous fundamentals spouted out with every 

stitch of any event always being portrayed as perpetually bullish is highly perilous to the 

financial wellbeing of listeners. The continuous view that gold can only rise because of the Fed 

expansion is mind numbing. So many refuse to consider there is ever a possible downside and it 

is this degree of excessive bullishness that increases the risk of an extended decline. 

Here we have provided two Forecasting Arrays using two entirely different databases. This is 

not personal opinion - it simply is what it is no matter how much the gold promoters only want 

people who preach up-up-and-away every day. The first is a view of cash gold through a 

reconstructed database beginning with the year 1264. We are showing clearly the strongest 

turning point is 2016 with a Directional Change and high volatility targeting that period.  

Comparing this to the second Forecasting Array based upon nearest futures blended with start 

of the two-tier gold system in London that began the free market back to 1968, we still see 

2016 as the main turning point but 2017 is a Panic Cycle. Notice the volatility is rather high for 

2015 and the again in 2021. 

The Trading Cycle targets on both perspectives highlight the years 2020 and 2022 

corresponding to the turn in the Economic Confidence Model. The 2020 target is the equivalent 

of 2011 when gold 

peaked and the 

economy began to turn 

around. What is 

fascinating is that gold 

reached its peak with 

the bottom of the ECM 

in 2011 showing to 

some degree it is still 

acting as an alternative 

currency rising in value 

during economic 

declines and falling 

during the inflationary 

expansions as the Dow 

took off to new highs. 
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When we look at our Chaos Models, the interesting aspect is gold goes chaotic in 2031 using 

the bifurcation model. This lines up rather nicely with the peak in this Private Wave on the 

Economic Confidence Model of 51.6 years. The last Public Wave that peaked in 1981 was 

marked with the insane interest rates when Volcker raised the Fed Discount Rate to 14%. That 

peak was clearly the end of the Public Wave as Volcker fought desperately to try to defeat 

inflation. All he did was push it off since the excessively high interest rates merely sent the 

national debt into hyperactive drive. With this peak in the Private Wave in 2032.95, we should 

be expecting insane collapse in confidence regarding anything to do with government. That fits 

nicely with gold going to excessively high levels. 

Since gold bottomed with the 64-Year Model in 1998 and peaked in 2011 with the low of the 

Model, so far gold has not separated itself as a pure commodity yet. Eventually, that will unfold 

so we should expect a cycle inversion as it flips to respond in harmony with private assets in 

general – i.e. shares. This warns us that with gold declining begrudgingly since 2011 as the Dow 

Jones rises to new highs, we CANNOT rule out that 2016 will produce a low rather than a high 

and extend the entire cycle from there projecting the final high off into 2032. 
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If we look objectively at gold from a technical perspective, the chief support should be found at 

the top of the primary channel on the Yearly Chart at the $956 level. This channel was 

constructed from the Breakline off the 1980 high. We have a very interesting pattern for the 

low in gold. The intraday low was August 1999. The lowest annual closing was 2000, and the 

lowest quarterly closing was the first quarter 2001. The lowest low for gold was in January 1970 

when it fell below the $35 fixed Bretton Woods floor reaching $34.70. Therefore, the lowest 

low should take place no further than 31.4 years later from 1970 making that 2001. The 

shortest time for a Long Depression is 19 years from the 1980 high giving us 1999 as the target 

low. The last serious rally of the 1980 Bull Market was 1987. The traditional 13-year counter-

trend from there provided 2000. This is very unusual that all three worked according to their 

historic actions. 
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When we look at the long-term applying a stochastic to gold on a yearly basis back to 1264, we 

see that the Stochastic is currently at 88 where it historically has reached 97. This suggests that 

indeed the all-time high is not in place. The impact of the gold standard becomes obvious. It 

created a similar oppressed Communistic state where a flat line emerged post-1934. This is 

much flatter than the period following the Black Death when government tried to outlaw 

paying wages or wages that would rise in value.  

In 1362, a petition was filed in the English House of Commons blaming the inflation on workers 

"who refuse to bear the burden of poverty patiently" to justify freezing wages. Mintage of 

coins between 1373 and 1411 was exceptionally low. Taxes rose causing hoarding that further 

reduced the VELOCITY of money. Ordinances then appeared prohibiting the exportation of 

precious metals as hoarding increased. Edward III (1327-1377) issued the Statute of Labourers 

in 1351 that set a maximum rate of pay at pre-plague levels and required all able-bodied men 

to work. The Black Death created a very dynamic economic impact by increasing individual 

wealth, reducing the population creating a shortage of labor, and price inflation.  
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Yet this was a period of tremendous political upheaval. In Florence, there was the Revolt of the 

Ciompi in 1378, which was an insurrection involving the lower classes that seized the 

government and created a somewhat democratic government that supported their 

philosophies in Florence. The Ciompi were the wool carders who were the most radical of all 

the groups and were largely acting out of the same philosophies that were later adopted by Karl 

Marx in the 19th Century. The struggle emerged between factions within the major ruling 

guilds. Demanding a more equitable fiscal policy and the right to establish guilds for those 

groups not already organized. Then, on July 22, 1378, the lower classes forcibly took over the 

government, placing one of their members in the important executive office of Gonfaloniere of 

Justice. The new government, while it controlled by the minor guilds, it did take a novel 

position insofar as for the first time it represented all the classes of society. Yet the Ciompi 

were quickly disillusioned as the economic conditions worsened. The conflicting interests 

between the guilds emerged. Finally, on August 31 a large group of the Ciompi had gathered in 

the Piazza della Signoria where they were confronted by the combined forces of the major and 

minor guilds. In the aftermath, the Ciompi guild was abolished, and the dominance of the major 

guilds was restored. 

There is little doubt that this Revolt of the Ciompi of 1378 was the building of tensions that was 

accumulating. The Political-Economic Revolt of 1343 was over the corruption in government 

and the rising unemployment thanks to the financial ruin of many of the smaller merchant-

banks as well as the Peruzzi who were effectively bankrupt by 1343. Then there was the 

Worker's Uprising of 1346-1347 caused also by the rising unemployment thanks to the French 

Debasement and the famine of 1346 that caused great social unrest. Now there was the Revolt 

of the Ciompi in 1378 once against concerning unemployment that was manifesting into 

demands for what we would call today, labor unions, of in those days, the right to form guilds.  
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This is just the tip of the iceberg. Here is the 1987 chart we published on the 309.6-year fractal 

level of the Economic Confidence Model. These turning points were all major political changes. 

The 134BC target was the peak in the Roman Republic that historians have narrowed down to 

the day of December 10th, 134BC that marked the inauguration of Gracchus as tribune. It was 

Gracchus that first issued his proposal for land reform in 133 BC. Appian of Alexandria wrote 

that this political crisis was "the preface to ... the Roman civil wars". Indeed, the contemporary 

writers all agreed with this and declared it as a turning point, which also caused the famous 

slave revolt led by Spartacus took place c. 135-134BC. 

Velleius commentated that it was Gracchus' unprecedented 

standing for re-election as tribune in 132 BC caused major 

riots beginning the Decline and Fall of the Republic and 

controversy it engendered. He wrote: “From then on justice 

was overthrown by force and the strongest was 

preeminent.” (Vell. Pat. 2.3.3-4). It was a decline that began 

to manifest into the final collapse about 72 years later by 

62BC. It was almost 19 years later with the death of Julius 

Caesar that the end of the Republic was clear and the dawn 

of Imperial Rome emerged by 27BC.  

Historians also agree that the next target of 175AD marked 

the peak in Imperial Rome with the reign of Marcus 

Aurelius (161-180AD). That is where Gibbon drew the line 

for his Decline & Fall of the Roman Emperor for it was with 

his death everything began to collapse and upon 

the death of his son, Commodus (180-192AD), the 

position of Emperor was auctioned off by the 

palace guards to the highest bidder. 

The next target of 484AD marks the fall of the 

Western portion of the Roman Empire. The last 

formally recognized emperor was Romulus 

Augustus (475-476AD). Romulus was installed as 

Emperor by his father who was master of soldiers after he deposed Emperor Julius Nepos. 

Romulus was really a child while his father ruled. Romulus was then deposed by the Germanic 

chieftain Flavius Odoacer (433–493) and was allowed to live. Odoacer became the first king of 

Italy and had the backing of the Roman Senate while he pretended to rule Italy under the 

authority of the previous Roman Emperor Julius Nepos who was murdered in 480AD. It was 

actually 484AD when Odoacer invaded the East in the struggle to depose Emperor Zeno. 
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The next target of 794AD takes us to the peak of the Post-Rome Era with the climax of 

Charlemagne (b 742; 800–814) who became the first Holy Roman Emperor. Charlemagne 

attempted to restore the old Roman Empire. He even reintroduced coinage with his portrait 

and called it the denier after the old Roman denarius. The crowning of Charlemagne marked a 

major political change whereby it became the beginning of the usurpation of the Catholic 

Church where popes were installed by kings. This culminated in the bitter conflict was that 

known as the Investiture Controversy, fought during the 11th century between Henry IV and 

Pope Gregory VII. Eventually, the Holy Roman Empire gradually declined into nothing where the 

last emperor served until 1806 with little or no real power. 

 

The next turning point is 1104. This is effectively the peak in the Byzantine Empire. Following 

the Monetary Crisis of 1092, the Decline & Fall was in full motion. It was during the Reign of 

Alexius I (1081-1118) when the Byzantine Empire was in almost constant warfare against the 

Seljuq Turks. The Turks prompted the First Crusades during the reign of Alexius I and from this 

time onward, the collapse of the Byzantine Empire was underway and by the year 1204, it was 

ruled by Venice. The next turning point was 1413, which marked the end of the Byzantine 
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Empire. Manuel II (1391-

1423) at least had two mints 

Constantinople and 

Thessalonica where he 

minted coins. This was the 

last for thereafter 

Thessalonica was lost and by 

1453, 30 years later, 

Constantinople collapsed 

with the last Emperor 

Constantine XI (1448-1453) 

who died on the wall 

defending the city.  

Our next target was 1723. This was rather significant for this is when the end for monarchy 

truly starts. Even in Russia, Czar Peter the Great began his civil system and ended the tax on 

men with beards. In 1721, Peter the Great ended the Russian-orthodox patriarchy. The 

Hungarian Parliament condemned Emperor Charles VI's (1685–1740) Pragmatic Sanctions of 

1713, which declared that a daughter could inherit the hereditary possessions of the 

Habsburgs. His daughter Maria Teresa succeeded him, but this immediately sparked the War of 

the Austrian Succession (1740–48) that involved most of the powers of Europe over the 

question of Maria Theresa's 

succession to the realms of 

the House of Habsburg 

claiming she was ineligible to 

succeed. These political 

changes in Russia and that 

within the Austrian-Hungarian 

Empire of the Hapsburgs pale 

in comparison to the financial 

crisis of the 1720 South Sea 

Bubble in England and the 

Mississippi Bubble in France. 

The true impact of the 1720 

Bubbles in England and France as well as their cause have long been simply overlooked. It was 

no coincidence that they both took place in 1720. These bubbles of 1720 came 86 years (8.6 * 

10) after the great speculative bubble known as the Tulipmania of Holland in 1634-1637. The 

significance of all three of these bubbles was the fact that they were indeed the first speculative 
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events within the free markets that 

took place as capital concentrated 

within Europe. Capital was free to 

move within Europe and became 

attracted by the prospect of making 

money with money as Aristotle 

referred to such things in ancient 

Athens.  

During this wave, what truly 

emerged was the Age of Sovereign 

Debt. The 1500s was a period of 

complete and total fiscal 

mismanagement. The problem with 

government as always, it borrows today with no regard for the future. Currently, we see right 

now with perpetual borrowing began actually during the 1500s and has never ended. In 1546, 

Ferdinand I (b: 1503; Holy Roman Emperor 1558-1564) borrowed from the Fuggers giving them 

a 10% annuity secured by revenues from Calabria. Annuities became the big rage and the 

French began selling these perpetual annuities in 1522 known as "rentes" paying 8 1/3%. City 

governments were also getting into the new annuity rage. Nuremberg issued an annuity at 12% 

in 1553. The Genoese created bonds sold through its Bank of St. George that were called 

"luoghi" which did not pay a fixed rate of interest, but a dividend that varied according to the 

tax revenue. The Genoese were able to sell these "luoghi" instruments by creating another 

interesting incentive under the "moltipechi" making them similar to tax-free bonds. Thus, we 

find the mother of necessity in fact creates the same ideas repeatedly.  

Holland created sinking fund annuities paying 8 1/3% realizing that paying annuities never 

retired debts. The Dutch figured out that they did not want to pay forever and thus took a step 

away from the annuity game. The Spanish 

defaults of 1607 helped to then shift the 

balance of commerce to the Dutch who then 

founded the Wisselbank in 1609. The default of 

the Spain sent capital fleeing to Holland. This is 

what made it possible for the unfolding of 

Tulipmania, which was the rebirth of 

derivatives post-Dark Age. What was really 

emerging were option and exchanges. Tulips 

were even trading in London.  
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This was really the dawn of capital markets. The creation of the first public company took place 

in 1602, which was the true milestone in the evolution of the capital markets. There had been 

small corporations before this, and limited liability structures like the Commenda organization. 

These were especially popular in Pisa and Venice. The structure was based on equity instead of 

debt. This became the most 

popular organizational form 

of maritime ventures in 

medieval Italy. This type of 

partnership was composed 

of investing and managing 

partners. The manager’s 

compensation consisted of a 

share of profits of the 

Commenda organization 

typically 20%. This is the 

root of today’s performance 

fee in the hedge fund and 

private equity industry. 

The establishment of these limited liability ventures accomplished one particular venture. 

When the purpose of company was complete, the profits were distributed with the termination 

of the entity. It was 1602 when the idea emerged taking a group of these various corporations 

formed for specific events and to merge them into one ongoing venture, but it still had the 

concept of automatically terminating at some specific point in time. What emerged was the 

Dutch East India Company, which became known as VOC short for its actual name - Vereenigde 

Nederlandsche Geoctroyeerde Oostindische Compagnie. VOC was charted for 21 years, but 

allowed investors to withdraw their money after 10 years when the company would then 

publish its accounts. There was also no formal issue where shares were sold at this initial 

offering to whoever wanted to invest without limitation. The number of initial investors was 

well over 1,000 and the amount of 

money raised was nearly 6.5 million 

guilders or about 625,000 British 

pounds compared to the English 

East India Company founded in 

1599 capitalized at 69,373 pounds 

with only 219 subscribers. The VOC 

even issued coins that were used 

outside of Holland. 
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These bubbles between 1637 and 1720 were important events demonstrating international 

capital flows within Europe as the free markets were developing allowing people to invest in 

something other than annuity offering from kings. The English Chancellor Exchequer John 

Aislabie (1670-1742) was a very strong supporter of the 

South Sea Company proposal in 1719 whereby it would 

take over the national debt in exchange for government 

bonds. Aislabie even negotiated the contract and 

steered the Bill through the House of Commons. The 

South Sea Company was established on high 

expectations and it collapsed in August 1720. An 

investigation by Parliament found that Aislabie had 

been given £20,000 of company stock in exchange for 

his promotion of the scheme. He resigned as the 

Exchequer in January 1721, and in March was found 

guilty by the Commons of the "most notorious, 

dangerous and infamous corruption". He was expelled 

from the House of Commons, removed from the Privy 

Council, and imprisoned in the Tower of London, was 

eventually released, and died at home.  
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Nevertheless, it was this event of the South Sea Bubble 

that resulted in Robert Walpole (1676–1745) becoming 

England's 1st Lord of the Treasury and then he entered 

office as the first Prime Minister of the United Kingdom 

under King George I (b 1660; 1714–1727) in 1721. The 

idea of a sinking fund that eventually paid down the 

debt first appeared in Great Britain during the 18th 

century. Walpole began in 1716 a sinking fund that 

continued into the 1730s. The fund would generally 

receive whatever surplus occurred in the national 

Budget each year. However, the problem was that the 

fund was rarely given any priority in Government 

strategy, as is the case today. The result of this was 

that the funds were often raided by the Treasury when 

they needed money quickly and the whole system 

merely collapsed. 

In France, King Louis XIV (1643-1715) spent a fortune 

on war. France was on the brink of its third bankruptcy. The government entered into a partial 

default by consolidating its debt and changing its terms. Its new issue of billets d'etat was still 

required for more funding. The shortage of gold and silver coinage was plunging the economy 

into a depression. John Law's (1671–1729) first proposal for a national bank issuing bank 

money was rejected. The second proposal to 

create a private bank was accepted and thus 

Banque Generale was established in May 1716. 

It began to issue bank money payable in gold or 

silver known as "specie" and the charter was 

good for 20 years.  

At the time, there was still a concept that 

corporations were one-offs insofar as they were 

created for a specific purpose. Once completed, 

the corporation was then terminated. The idea 

of an ongoing perpetual organization had still 

not truly taken hold. Hence, the bank was to 

have 1,200 shares at 5,000 livres each bringing 

its capitalization to 6 million livres. However, 

75% was to be paid by accepting the 

depreciated billets d'etat meaning the actual 
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hard money paid in was only about 25%. Next, the Regent Philippe II, Duke of Orleans, 

approved that the new banknotes issued by Banque Generale were to be acceptable to pay 

taxes (legal tender). This would add a real tangible value to the banknotes. It also encouraged 

deposits. So far, John Law was attempting to drag France out of its depression by the heel of its 

boot.  

Law had taken the Dutch model and sought to expand the money supply by the more liberal 

issue of paper money compared to the "bank money" that people thought was conservative at 

the Wisselbank. John Law saw effectively where paper money would lead and perhaps sought 

to jump a few hundred years forward. He is said to have told the Duke of Orleans:  

"The bank is not the only, nor the grandest of my ideas. I will produce a work which 

will surprise Europe by the changes which it will effect in favour of France - changes 

more powerful than were produced by the discovery of the Indies.”  

An Historical Study of Law's System, by Andrew McFarland Davis,  

Quarterly Journal of Economics, April 1887, p305  

 

John Law's flaw emerged from the view of monarchy 

and its claim of being and absolute power. Law saw this 

Divine Right of Kings as superior to the idea of a 

republic, insofar as one man could make a decision and 

it would be followed. A republic was mired in debate 

and was less decisive. Not so different from Thomas 

Hobbes (1588-1679) 

and his views 

expressed in his 

Leviathan published in 

1651. Law thus was 

very much pro-

government and saw 

a role for the 

monarchy much as Keynes saw the role of government in 

managing aggregate demand. Law's vision was that the 

nation would invest in a trading monopoly much as the Dutch 

East India Company was a monopoly and state sponsored. 

Law merged the concept of a trading company and a bank, 

with the latter creating money that displacing coin. He saw 

France as the nation evolving as traders in commerce. 
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In 1717, the new venture would be the “Company of the West” (Compagnie d'Occident), which 

was granted a monopoly controlling the entire region for 25 years. The capitalization was now 

100 million livres. Shares were now sold at 500 livres each. Shares were open to everyone just 

as the Dutch East India offering. 

The payment could be made with 

the government billets d'etat, 

which the government would 

retire replacing them with 4% new 

perpetual bonds known as rentes.  

The banknotes effectively became 

government notes and the bank 

essentially became a central bank. 

The notes could now be exchanged 

for the écu, a silver coin of 30.59 

grams at .917 fine or .902 troy 

ounces establishing a silver standard so to speak while the silver/gold ratio was 15:1. The first 

year of issue saw 61 million livres in notes against only 31 million livres in coin. The écu coin 

was replaced by the écu de France-Navarre, which is only 24.47 grams valued at 80 sols. The 

weight reduction sharply increased 

the valuation of metal. Nonetheless, 

it maintained the silver/gold ratio at 

15:1. The gold had been struck at 20 

coins to the marc whereas now they 

were struck at 25 to the marc. These 

banknotes were also convertible into 

livres tournois, which would 

fluctuate. Nonetheless, this was still a 

unit of account in gold. The silver 

backed notes were withdrawn by July 1719 and it was held that the notes should not be 

subjected to any depreciation due to the decline in silver prices. It was July 1719, when the 

minting of coins was taken over for a 9-year contract. The next month, control of collecting 

taxes (tax farming) was now adsorbed. In May, the Company Of the West adsorbed other 

trading companies such as East India and now the company name was changed to Compagnie 

des Indes (Company of the Indies), which has come to be known as LaSalle's Mississippi 

Company. Now by September 1719, the company agreed to lend 1.2 billion livres to the Crown 

paying off all of its national debts for Louis XIV had left France near broke by his death in 1715.  
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On June 17, 1719, John Law now issued 50,000 new shares at a price of 550 livers compared to 

the first offering at 500. Law underwrote the whole issue himself, but allowed existing 

shareholders exclusive right to buy on a right of first refusal basis. The next month, a third 

offering was made of yet another 50,000 shares priced at 1,000 livres to pay for the 50 million 

livres needed to take over the royal mint. Therefore, this was not a dilution, for it was paying 

for an expansion of the royal mint contract.  

Indeed, stocks were a rare and new development within the monetary landscape. Law allowed 

Banque Royale lending on its own shares of the company following what the Dutch did with the 

East India Company shares at Wisselbank. Allowing the shares to be collateral status to buy 

more shares leveraged the entire scheme. By August 1, 1719, the price of shares jumped to 

2,750 livres. By August 30, the price was now soared to 4,100 livres. By September 4, the shares 

rallied even further reaching 5,000 livres. In the fall of 1719, about 300,000 shares had been 

issued. This should have diluted the price, but instead, the price soared reaching a high of 

10,025 livres on December 2, 1719. Law had created also a Futures market. The March 1720 

delivery price reached 12,500 livres, a near 25% premium over cash prices reflecting an 

expectation that share prices would continue to rise even further.  

John Law was named Controller General of Finances in January 1720 after the new high on the 

shares reached 10,025 livres on December 2, 1719. On December 14, 1719, the shares fell back 

down to 7,930 livres making nearly a 20% correction. About 17.2 trading days later, the price 

made its final rally reaching 10,100 on January 8, 1720. Law's belief in the ABSOLUTE POWER of 
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government led to his demise. He intervened by establishing a floor price of 9,000 livres using 

the Banque Royale to buy any shares at that price. This intervention of February 22, 1720 

coincided with the announcement the company would take over Banque Royale. He issued 

options priced at 1,000 livres called "primes" with a strike price of 10,000 for 6 months. 

By creating a guaranteed floor at 9,000 livres, Law failed to grasp what truly makes a bull 

market and subsequently the reason a panic sell-off emerges. The bull market ends when you 

run out of buyers. Law had attracted not merely French capital, but capital all over Europe 

causing an international concentration of capital. France was the place to be, and simply 

everyone was there as the scheme ran out of buyers. This is that magic moment when panic 

strikes. Lacking fresh investors, if there is something that now spooks the crowd or looks more 

tempting elsewhere, the herd turns into a stampede of sellers. The market simply crashes and 

burns because there are NO buyers. By providing a floor, the scheme failed to support the 

price, but provided an exist-strategy for foreign capital that began to shift to London for what 

would become the South Sea Bubble.  
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When it was announced on February 22nd, 1720 that the company would take over Banque 

Royale, it also removed the floor at 9,000 and the shares declined to 7,825 livres. By March 5th, 

the Regent argued Law had to reestablish the floor at 9,000 and it was reinstated. Investors 

began to cash out and by May, about two-thirds had been purchased by Banque Royale who 

issued paper money to pay for the purchases. Here money supply increased sharply with 

banknotes. By May 21st, Law pleaded with the Regent to reduce the floor price from 9,000 to 

5,000 and to recall banknotes, which had been declared legal tender. It took just 6 days and 

those who believed government would honor the 9,000-floor price and had not sold, were 

demanding action. The share price had fallen by the end of May to 4,200. The mob turned 

violent and the Regent had to rescind the decree.  

 

 

On February 27, 1720, the ultimate insanity took place. It then became illegal to possess more 

than 500 livres of coinage. The scheme now graduated into attempting to support the paper 

currency preventing hoarding precious metals as President Roosevelt’s confiscation of gold in 

the United States during 1934. France then also banned the export of gold and silver from 

France. They were now attempting to stop the selling of assets by foreign investors without 

truly realizing the full impact upon capital flows. This now fueled the selling of French assets 

and many began to shift capital from France to England and the South Sea Bubble. 
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The precious metal (bullion) prices going into 1720 soared as they rose to 4 times that of 1709 

levels.  In October 1720, bullion prices were lowered as the Bubble burst. The total circulation 

of the banknotes was about 2.75 billion livres. By the end of the year 1720, the banknotes were 

no longer circulating. The government sought to fix the value of precious metals by September 

1720. These official values of 1720 were maintained until 1723 when the Louis XV, Louis d'or 

Mirliton was issued lowering the silver/gold ratio to 14.45:1. The next year a new silver coin 

was issued the Ecu aux huit again slightly reduced containing only .6926 troy ounce of silver. 

Yes, it is true that inflation in France appeared with a doubling of prices by 1720 from 1718 

levels. It was not the money supply per se, but the CONFIDENCE that profits would roll in every 

day. This always causes reckless spending like someone who wins big in the casino. This is 

further illustrated by the fact that if this were purely the quantity of paper money, then we 

should have seen inflation on this level in Amsterdam. While Wisselbank was doing the same 

thing and leveraging the deposits, the fact that nobody knew what they were doing meant that 

CONFIDENCE remained high dampening inflation. This illustrates the maxim – what you do not 

know will not hurt you. Obviously, this also calls into question the direct cause and effect of 

increasing money supply relative to price inflation. 

The peak of this wave in 1723.35 not only marked the beginning to the monetary reforms in 

France that culminated in a major shift economically in France toward higher taxes, but 

ultimately in the political upheaval that brought the fall of Monarchy in both England and 

France. The American Revolution and its “No Taxation Without Representation” reflected the 

era. England needed money desperately. It began to extract precious metals in taxes and in 

payment of trade, but anything England paid to the American Colonies was paid in copper. In 

France, Mississippi Bubble resulted in a massive state bailout as the government guaranteed all 
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debts. To pay that, they not merely 

began reducing the precious metal 

content of the coinage, but it raised 

taxes.  

The collapse of this wave from 

1723.35 brought about the 

downfall of absolute monarchy that 

had ruled France for centuries. The 

collapse was swift and took place 

within just three years. The peak of 

1723.35 marked above all else, 

then culmination of a PRIVATE 

WAVE where people had emerged 

once again with individual freedom 

after the previous PUBLIC WAVE that peaked in 1413.75 as the Black Death created a shortage 

of labor that reignited the age of Capitalism. It was that wave that marked by the rebirth of 

wages and freedom from serfdom. We can see that the fluctuations in the purchasing power of 

the gold coinage between 1718 and 1723 demonstrated the wild gyrations of the period.
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The PRIVATE WAVE that peaked in 1723.35 set in motion the revolutions that would change 

the world. The idea of absolute government ruled by the hand of monarchy ended in violence. 

The culmination of that wave presented a change within the political structure that was truly 

profound for this represented the change of a political system that emerged from the Middle 

Ages. The man who was perhaps the most influential creating this new age of Enlightenment 

was none other than Charles-Louis de Secondat Montesquieu, baron de La Brede et de (1689-

1755). Montesquieu, as he best known, was truly 

perhaps the most influential of the political French 

philosophers who did more to alter the course of the 

world than anyone of this time ever did. Montesquieu 

was born in 1689, the dawn of the Glorious Revolution 

in England. That had given birth to the idea of a limited 

power of monarchy, which came at the end of 224 

years of true economic struggle that was marked by 

the birth of the Wat Tyler Tax rebellion in England that 

was followed by a persistent increase in the trend of 
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peasant uprisings between 1381 and 1685. This period is often glossed-over as religious 

rebellions, Protestant v Catholic, but at the core was truly the economic oppression of 

monarchy.  

Montesquieu witnessed the era of the Mississippi Bubble of 1720 and even met the Duc 

d'Orleans. He began to resent the intellectual inferiors who somehow always manage to gain 

control of the court of government. In January 1728, he was elected to the Academie Francaise. 

Montesquieu was being shaped by his experience and observations. In April 1728, he turned his 

back on Paris and politics deciding to complete his education at the age of 39. Interestingly, the 

late-bloomer tends to drawn from his experiences and observations rather than rely upon 

indoctrination.  

In Vienna, Montesquieu met the political 

leader and soldier, the Prince Eugene of 

Savoy (1663-1736), whose political 

discussions helped spark ideas within 

Montesquieu expanding his understanding 

of government. It was this encounter 

between Montesquieu and the Prince of 

Savoy. For Eugene was considered even by 

Napoleon as one of the seven greatest 

strategists in military history. He fought 

against the Turks (1683-1688, 1697, 1715-

1718) and he fought against the French in 

the War of the Grand Alliance (1689-1691). 

He was the teacher of even Frederick the 

Great of Prussia (b 1712; 1740–1786) who 

he shaped into a brilliant military strategist. 

The Prince of Savoy also fought in the War 

of the Spanish Succession (1701-1714), but 

he was plagued by a rumor that he was really the illegitimate son of King Louis XIV of France 

that he perpetually denied. Yet, Louis XIV was always ashamed of such offspring and he 

restrained Eugene's ambitions as if he was perhaps his son so that after 20 years of living in 

Paris and at Versailles, he left France and offered his talent to Leopold I (1640-1705), Holy 

Roman Emperor who was fighting the Turks. He distinguished himself in the siege of Vienna in 

1683 and his military career was born.  

Prince of Savoy acquired a brilliant skill and the wisdom that allowed him to see that military 

victory was merely an instrument for achieving political ends. He was Europe's most formidable 
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general who was wounded 13 times himself, yet always faced a world of cunning foes with 

conspirators at his back that he regarded as the "hereditary curse" of Austria serving three 

emperors, Leopold I, Joseph I, and then Charles VI. Of these men, Eugene considered that the 

first had been a father, the second a brother, but with the third, he was just the hired help. The 

brilliant insight of the Prince of Savoy greatly influenced Montesquieu, which laid the 

foundation for the right to hare arms, as the Second Amendment to the United States 

constitution for the idea was to eliminate standing armies that feed the cycle of war returning a 

nation as Rome began - citizen militias.  

By no means, was Prince of Savoy limited to just military conquest. He was keenly interested in 

science, arts, and literature. He is also known to have communicated with the philosopher 

Gottfried Wilhelm Leibniz (1646-1716), who laid the foundation for both integral and 

differential calculus. The Prince of Savoy 's wisdom appears to have emerged from his 

experience in war and politics and this was no doubt passed to Montesquieu, that formed the 

foundation of the Age of Enlightenment. This gave birth to the concept that standing armies led 

to war if not for anything else, but to put on a show of power. This became the fight of Thomas 

Jefferson (1743–1826) to restrain the federal government to prevent the very world in which 

we live today. This became the epic battle against the Federalists and when they were 

defeated, the Democrat-Republican Party of Jefferson became their opponent. They defeated 

their enemy. They occupied their Capitol Hill. They became the very enemy they defeated. 

Montesquieu’s eyes were opened by the Prince of Savoy who helped to reshape his 

understanding of the political state. Montesquieu also visited Italy with his notebook in hand. 

Here he no doubt was exposed to the political republics free of monarchy that were the 

remnant of the old Roman Republic. Montesquieu encountered Cardinal Polignac (1661–1742) 

of France and read his then unpublished Anti-Lucretius, which was an attack upon the 

philosophy of the brilliant Pierre Bayle (1647-1706) who adopted the position of atheism and a 

universal skepticism who was nonetheless respected for his mind despite his religious 

conclusions.  This contributed to Montesquieu’s position on freedom of religion since he 

himself became a skeptic after witnessing the liquefaction of the blood of Naples’ patron saint. 

From Italy he traveled through Germany and then to Holland. By October 1729, he then 

traveled to England where he remained until 1731. He was elected at that time as Fellow of the 

Royal Society. Montesquieu attended the British Parliament and observed the debates 

becoming engrossed in the political journals of the times. Montesquieu even then became a 

Freemason. He viewed his time in England as one of his most favorite times of his life. His 

Grand Tour to observe European civilization first hand certainly broadened his experience and 

shaped his political ideas being able to see the varied forms of government from monarchy to 

republicanism.  
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Montesquieu spent two years writing an important work 

that was published in 1734 - Considerations sur les 

causes de la grandeur des Romains et de leur decadence 

(Reflections on the Causes of the Grandeur and 

Declension of the Romans). It was here when we begin to 

grasp his understanding of political reform being a 

republic against a monarchy. This comparison to the 

Romans no doubt perhaps influenced Edward Gibbon 

(1737-1794) to write his Decline and Fall of the Roman 

Empire in 1776 as well as Adam Smith (1723-1790).  

Nevertheless, by 1740 Montesquieu knew a great 

masterpiece was brewing in the streets of his mind. He 

could see it, taste it, and smell it. The primary avenues of 

his thoughts were established and by 1743, the text was 

virtually complete. He then spent the next three years 

editing and revising his writing until in December 1746 it was almost ready for press. He came 

to terms with a publisher in Geneva, and then spent the next two years making the final edit 

and added a few chapters. Finally, this masterpiece in the making appeared in November 1748. 

The title was now: De l'esprit des loix, au du rapport que les loix doivent avoir avec la 

constitution de chaque gouvernement, les moeurs, Ie 

climat, la religion, Ie commerce, etc. (The Spirit of 

Laws 1750). It was printed in two volumes consisting 

1,086 pages.  

Montesquieu's The Spirit of Laws was brilliantly 

profound. It was the accomplishment of a lifetime of 

observation and demonstrated that he indeed 

acquainted himself with all the various schools of 

thought. He was astonishingly thorough. Yet he did 

not identify himself with any particular school of 

political philosophy remaining original and unbiased 

above all else. Of the many subjects covered three 

main topics that were the most influential in shaping 

the Age of Political Enlightenment. This was the work 

above all else that manifested in the end of monarchy 

and the dawn of republicanism.  
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The most important of these subjects was his classification of governments that abandoned the 

traditional divisions of monarchy, aristocracy and democracy. Montesquieu added to this 

primary division the republic that he conceived as being based upon virtue. Monarchy he saw 

as based upon honor, and despotism that he believed was based upon fear. Montesquieu saw 

this critical role of government centered upon how policy was conducted. However, it was his 

brilliant concept that the only way to defeat tyranny was the Separation of Powers. It was here 

that Montesquieu divided government into legislative, executive, and judicial branches. This 

design was used to create the United States. Montesquieu wrote from his observations that 

"there is no liberty if the power of judging be not separated from the legislative and executive 

powers." Id./at 181. This very passage is quoted by Alexander Hamilton (1755/1757-1804) in 

the Federalist papers No: 78, p523 (J. Cooke edition 1961). Montesquieu in his Grand Tour 

observed governments of all forms and saw how they had manipulated the laws to benefit 

themselves. The objective of his brilliant idea of the "Separation of Powers" was to prevent "the 

same monarch or senate" from "enact[ing] tyrannical laws" and from "execut[ing] them in a 

tyrannical manner." 

The entire current 309.6-year wave was set in motion by the observations of Montesquieu to 

discover how things actually work rather than try to manipulate the outcome. Unfortunately, 

Montesquieu’s “Separation of Powers” has failed. Politicians appoint judges not the people and 

thus the same corruption that led to the collapse of the Roman Republic has reemerged once 

again. When this wave collapses, perhaps we can move to a true democracy with no permanent 

representatives who make it a lifelong career out of telling other people what to do. In a real 

democracy, the people vote on issues not “representatives”.  We need short one-term 

positions where the job is to oversee what government is doing. Everything should be 

privatized as much as possible and put up for public bid and inspection. Anyone in government 

accepting any gift from such an entity should be sent to prison for life as should those in the 

private sector. Prosecutions of those in government must be a separate entity and anyone who 

looks the other way should suffer the same fate. Restrict the terms of office and those who 

seek to be prosecutors must do so as a career choice and there can be no revolving doors. On 

top of that, the individual must have the right to sign a criminal complaint against anyone in 

government. Only with such checks and balances can a republic even function. The key is real 

DEMOCRACY that mandates all citizens vote. These are just starters. There must be much more 

reform. However, the next wave will present major political reform as the younger generations 

reject Marxism as simply being unrealistic. They fail to see where raising taxes on the “rich” 

benefits anyone other than government since it curtails economic job creation. 
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To comprehend how much things have changed, there is no better illustration than the 

dramatic increase in the money supply through the Fed’s Elastic Monetary powers. When the 

Fed was created, it was given a unique tool known as the ability to create money through the 

elastic money supply powers. What was this exactly? What purpose did it serve?  
 

The major step in the evolutionary process of the US dollar began in 1913 with the creation of 

the Federal Reserve. Money was still tangible, but the Fed was established with the power to 

create “elastic” money. In other words, the Fed was empowered with the ability to expand and 

contract the money supply in order to prevent bank runs. The theory was clear. Banks use 

demand deposits to lend money long-term. There is a mismatch between how they borrow on 

demand (short-term) and lend long-term. When an economic crisis hits, people sell assets and 
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rush to cash. This will at times create a bank 

run if it is perceived that the bank lacks liquid 

funds to satisfy the demand to cash 

withdrawals. The bank failure then takes place 

because its “assets” being loans like mortgages 

cannot be convert3ed to instant cash. The idea 

was that the Fed should have the power to 

create money in an elastic manner increasing 

the supply during a bank run to satisfy the 

demand and prevent the wholesale dumping of 

assets, which will cause prices to collapse 

further sparking more demand for cash. Thus, 

the idea of an elastic money supply was sound 

and made perfect sense. 

The problem that we face is not the fact that 

there should be no central bank, but that 

politicians should keep their fingers out of its 

pocket. The Fed was originally established with 

12 different branches and each had the 

autonomy to raise and lower 

interest rates according to the 

local economy. The Fed stimulated 

in a crisis by buying corporate 

paper, which directly created jobs. 

World War I began the corruption 

process of the Federal Reserve. 

Government needed to borrow 

money for the war effort and 

instructed the Fed that it was to 

buy their paper and NOT 

corporate. When the war was 

over, nobody put the Fed back the 

way it was. The Fed was in a club 

of central banks. It got involved in trying to deflect the capital inflows into the US from Europe 

and in 1927 after a secret meeting among central bankers pictured here, the Fed lowered the 

interest rates hoping to deter foreign capital. 
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The Fed has been widely criticized for its actions in 1927 with many blaming the entire bubble 

on that act. Of course, that is a myopic domestic perspective. What they did not understand 

were the capital flows at that time and what the central bankers were trying to avert. Indeed, 

capital had fled Europe and concentrated within the USA due to the war. While the lowering of 

interest rates tended to slow down the 

capital inflows, the other aspect was the 

performance of the dollar. The problem 

was the overvaluation of the pound in its 

return to the gold standard. Capital had 

been fleeing to the USA. However, with 

governments trying to maintain a fixed 

gold standard meant that they would 

have to eat all the losses on currency 

from the net capital movement to the 

dollar. 
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The collapse in European currencies came in 1931 with the sovereign debt defaults. This pushed 

the dollar up dramatically and that created confusion in Washington who responded with 

protectionism. It was as if the world was simply being managed by dumb & dumber. The Fed 

has been criticized for FAILING to expand the money supply when it was being flooded with 

refugee gold from Europe. From the Fed’s perspective, it realized this was “hot money” and it 

assumed it would not remain in the United States. This shortage of money was reflected in the 

fact that hundreds of cities began to issue local currency. This “Depression Scrip” became 

necessary due to both the shortage of 

cash inspired also by bank failures that 

forced people to hoard cash, and the 

fact that over 3,000 banks failed. Then 

there was the rumor of Roosevelt’s plan 

to confiscate gold. All of these events 

contributed greatly to the contraction in 

money supply. 
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The evolution of the Fed took its next step with the 1933 Banking Act (Pub. L. 73–66, 48 Stat. 

162, enacted June 16, 1933). This became known as Glass-Steagall that is best known for its 

limitation on commercial bank securities activities and affiliations between commercial banks 

and securities firms. The Act passed on January 25, 1933, during the lame duck session of 

Congress following the 1932 elections and Roosevelt eventually signed it on June 16, 1933. 

Time Magazine reported that the 1933 Banking Act actually passed by “accident because a 

Presidential blunder kept Congress in session four days longer than expected.” For you see, 

Roosevelt had opposed the Act. What he did not like was the establishment of the Federal 

Deposit Insurance Corporation (FDIC). He felt that government should not insure depositors. 

The Roosevelt Administration had wanted Congress to adjourn its “extraordinary session” on 

June 10, 1933, but the Senate blocked the planned adjournment. This provided more time for 

the House and Senate Conference Committee to reconcile differences between the two 

versions of H.R. 5661. In the House, nearly one-third of the Representatives signed a pledge not 

to adjourn without passing a bill providing federal deposit insurance. 

The Act is far more than the restrictions that Goldman-Sachs’ Robert Rubin orchestrated the 

repeal of any restriction between commercial banks and securities firms. The Act also altered 

the original structure removing the independence of the regional branches that had set their 

own interest rates based upon local conditions. It was at this time that the Act established the 

Federal Open Market Committee (codified at 12 U.S.C. § 263), establishing a single national 

interest rate omitting voting rights for the Board of Governors until the Banking Act of 1935 

revised these protocols. This was later amended in 1942 to create the current structure of 

twelve voting members that is known today as the FOMC meetings. 
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During World War II, the Fed was then usurped by the politicians again and was forced to 

pledge to keep the interest rate on Treasury bills fixed at 0.375 percent. The Fed continued to 

support government borrowing after the war ended in an effort to try to suppress inflation. 

This effort was despite the fact that the Consumer Price Index rose 14% in 1947 and 8% in 1948. 

President Harry S. Truman in 1948 replaced then Chairman of the Federal Reserve Marriner 

Eccles with Thomas B. McCabe because Eccles opposed this polotical policy. Eccles was appoint 

to the Fed by Roosevelt and was reappointed Chairman in 1936, 1940, and 1944 and served as 

Chairman until 1948. In February 1944, Roosevelt appointed Eccles for another 14-year term on 

the board and Eccles stayed on the board until 1951 although not as Chairman after 1948. He 

resigned over the argument between the Fed and the Treasury Department about the 

suppression of interest rates. Eccles had also participated in post-World War II Bretton Woods 

negotiations that created the World Bank and International Monetary Fund.  

In fact, Eccles's term on the board as Chairman would have continued for three more years. But 

Truman was intent in keeping the Fed under political control. Eccle’s objections to this political 

usurpation of monetary policy was his undoing. The reluctance of the Fed to continue 

monetizing the deficit became so great that in 1951, President Truman invited the entire 
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Federal Open Market Committee to the White House to resolve their differences. William 

McChesney Martin, then Assistant Secretary of the Treasury, was the principal mediator. Three 

weeks later, he was named Chairman of the Fed, replacing McCabe. What finally emerged has 

become known as the 1951 Accord, which was an agreement between the Treasury 

Department and the Federal Reserve that finally restored the Fed’s independence.  

While many blast the Federal 

Reserve and try to cast a dark 

cloud of the ultimate 

conspiracy over its very 

existence, what is ignored has 

been this constant trend to 

interfere and manipulate the 

Fed for political purposes. 

The Federal Reserve notes 

issued over time have evolved. 

The notes have clearly been 

transformed from once being 

redeemable in gold or lawful 

money that could also be silver 

coin into purely legal tender 

and ultimately electronic. Once 

each Federal Reserve branch 

issued their own notes, which 

were indeed redeemable only 

at that branch for it reflected 

the tangible assets held 

exclusively at the location. 

Roosevelt’s confiscation of gold 

in 1934 resulted in the 

elimination of any mention of 

gold. Finally, when silver was 

eliminated from the coinage in 

1965, the notes now simply 

stated that they were legal 

tender with no mention of 

“lawful money” whatsoever. 
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Throughout history, there has 

always been the existence of 

a single international 

currency. Even the very first 

currency created in the Greek 

city of Sardis located in Lydia, 

Anatolia, which is modern 

Turkey, when it was 

conquered by the Persians, 

they adopted the invention 

and continued to produce the 

same coinage without even 

changing the designs. The 

most famous King Midas is popularly remembered in Greek mythology for his ability to turn 

everything he touched into gold. This legendary story of the Golden touch refers most likely to 

the Phrygian city of Midaeum located also in 

this region of Anatolia. Gold was so commonly 

found in the rivers there that the first coinage 

emerged of the natural alloy known as 

electrum a mixture of gold and silver that 

varied greatly in quality. Coinage effectively 

first began as standardizing the weight. This 

was followed by applying a design to insure the 

object was not being shaved. This eventually 

led to the application of a design of a lion head 

that was the badge of the city of Sardis.  

 

 

The design eventually became the lion confronting a bull and it was King Croesus (Κροῖσος, 

Kroisos; b 595 BC; 560 –c. 547 BC) who refined the electrum and began the first bimetallic 

monetary system. When the Persians conquered Lydia, then continued to mint his coinage right 

down to the designs without skipping a beat.   
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The currency of the dominant economy has always been the primary international currency. It 

has often been imitated by the peripheral economies surrounding it. Nevertheless, there has 

always been a dominant currency that id dictated by (1) the strongest military power, and (2) 

the largest economy. As the Persians fell following their failed attempts to conquer Greece, the 

financial capital of the world became Athens both for here economy and military power. Her 

coinage became the silver “owl” a tetradram that has been found everywhere from Asia to the 

upper regions of Europe. It was 

a recognized international 

standard and proof of that are 

contemporary forgeries not 

cheating on the metal, just 

trying to create more of it to 

expand the money supply. 
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Athens fell to the Macedonians. 

Here too, we fine the gold 

stater of Philip II (382-336BC) 

being imitated in modern 

Switzerland. His son, Alexander 

the Great, created the first real 

international currency for by 

conquering much of the known 

world he introduced the Greece 

monetary system and standardize the coinage everywhere he went. Therefore, we find all the 

nations he conquered produced coinage on the Greek standard and this facilitated commerce 

eliminating even 

the need for the 

money changing 

profession as 

much as possible. 

 

The further proof 

of this fact that 

the legacy of the 

Greek economic 

dominance and 

power in the 

financial affairs of 

Europe emerges when we look at the coinage of places he did not conquer. We see that the 

first silver and gold coinage of Rome also conformed to the Greek standard of the drachm. 

Nevertheless, the Greek world was rather 

amazingly consistent. Even by the time of 

Demetrios Polioketes (294-288BC) we find 

that the tetradrachm was still virtually 

unchanged with a weight of 17.2 grams. Of 

course inflation had taken place and prices 

naturally rose with the increase in 

commerce and population. Nevertheless, 

we do not find that government engaged in 

debasement or the reduction in weight 

standard. 
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The monetary standard of the tetradram remained very steady even into the dominant period 

of the Roman Republic. We see a sharp debasement in the Asian Greek section of the world 

that never adopted the Roman denarius standard. As illustrated here, only with the civil wars 

following the death of Julius Caesar in 44BC does debasement emerged, as is the case with the 

tetradrachm of Marc Antony and Cleopatra about 30BC. The weight reduction and low silver 

content became standard in the Greek world that lasted 

until the monetary reforms of the 3rd century AD. 

 

Titus Quinctius Flamininus (c. 229–174BC) was a Roman 

politician and general instrumental in the Roman 

conquest of Greece. During the period from 197 to 194 

BC, Flamininus directed the political affairs of the Greek 

states from Elateia much as McArthur directed the 

affairs of Japan. He deeply respected Greek culture and 

spoke their language. In 196 BC at the Isthmian Games in Corinth, Flamininus proclaimed the 

freedom of the Greek states. The Greeks hailed him as their great liberator and honored him by 

minting coins with his portrait illustrated here. According to the great historian Livy, this was 

the act of Flamininus granting freedom transformed the Greek world into and integral political 

part of Rome. The Greeks saw this act as real liberty compared to being subjected to 

Macedonian hegemony. With his new Greek allies, Flamininus plundered Sparta, before 

returning to Rome in triumph along with thousands of freed slaves, 1200 of which were freed 

from Achaea, who had been taken captive and sold in Greece during the Second Punic War. 
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It was not until after the Punic Wars that we see Rome reduce the Greek standard of a 

didrachm (2 drachms) being 6.92 grams to establishing the Roman denarius at 4 grams in 

211BC, which became the next international world currency. Rome was starting to emerge as 

the new Financial Capital of the World. Over the course of the Republic, until its true collapse in 

27BC with Augustus (27BC-14AD) assuming the throne as the first emperor, there was no 

debasement in the Roman coinage although there was a weight reduction. This was very 

obvious in the bronze coinage where the Roman As  
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The decline and fall of 

the Roman Republic is 

marked to some extent 

in the weight reduction 

of the gold coinage as 

well. The Aureus at the 

time of Sulla about 

82BC was 10.74 grams. 

By the time we reach 

Mark Antony during the 

Civil War period, the Aureus had been reduced to about 8 grams where it remained until the 3rd 

century.  The rise of Rome as the Financial Capital of the World is indicated by the fact that here 

we have an imitation of a Roman Aureus struck in India. Again, this is not an attempt to 

counterfeit the coin since it actually weighs more than an original issue. This coin was clearly 

struck in an effort to expand the money supply in Asia where Roman coins circulated freely. The 

same pattern is seen in Japan where their coinage imitates that of China. The money supply of 

the dominant economy is 

ALWAYS, and without 

exception, freely accepted 

far beyond its borders just 

as US dollars were freely 

circulating in Asia and 

Russia. 

 

By the time of Gallienus 

(253-268AD), the gold 

coinage appears with a Double Aureus distinguished with a Radiated Crown with a weight of 

only 5.8 grams. The Aureus now is only 3.69 grams and this falls to .77 grams by the end of his 

reign. 
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The collapse of the silver denarius is also staggering and was the direct result of fiscal 

mismanagement. Like today, they promised pensions to the military and never funded them. 

They met their obligations with purely debased coinage. The more they could not meet their 

promises, the greater the debasement and the more aggressive they became with takes. 

Because of the debasement, counterfeiting the coins became a pastime. Thousands of 

counterfeit coins appear in Britain and 

Northern Europe from this time known 

to collectors as “Barbarous Radiates”. 

The turmoil of this period led to the 

breakup of the Empire as Britain, 

France, and Spain split becoming the 

Gallic Empire and in Asia Queen 

Zenobia established her empire based 

in Palmyra that had even taken Egypt. 

Political unrest accompanies fiscal 

mismanagement. 
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The fiscal mismanagement of Rome during this period also set in motion the great migration 

from the cities to avoid taxation. This became known as “suburbium” in Latin from which we 

derive the word suburbs. We are seeing signs of migration today as taxes rise and government 

are on the hunt looking for anyone they can confiscate their assets from trying to keep the 

game going. Of course, like Rome, this is a hopeless cause. Nonetheless, you will never convince 

those in power that they are doom. They will fight, kick, scream, and attack with lethal force 

showing no mercy just to hold those reins of power for one day longer. They will destroy 

society in the process just as did the Romans. Can we avoid another Dark Age that appeared in 

Greece following the Heroic period and Japan where no coinage was even struck for 600 years 

or the fate of Europe and serfdom? Society is always destroyed by government. 
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With the dramatic increase in 

the money supply as 

illustrated here with the St. 

Louis Fed Chart, 99% of the 

people are simply baffled 

saying – It’s got to be 

inflationary! But this is old 

school. Welcome to the new 

International Currency – 

the DOLLAR! The United 

States has emerged no 

different than Rome, Greece 

or Lydia in their day or Britain 

up until 1914. The US has in 

fact become the core 

economy that has provided 

the market for the rest of the 

world. It has the largest economy and its currency has transcended the traditional concept of 

money limited to its domestic economy. With Japan refusing to ever let go of its rein of power 

prohibiting the issue of any bond internationally denominated in yen, they successfully 

prevented the yen from ever becoming a world currency despite the fact that they had climbed 

to become the second largest economy in the world. The creation of the Euro was a disaster 

and refusing to consolidate the debts of all member states prevented the Euro from ever rising 

to become a global currency or even a reserve currency. The reserves of central banks are 

about $11 trillion. With no national bond issue, Europe could never emerge as a place to park 

serious money. Only the dollar can serve as a reserve currency BECAUSE ironically there is a 

debt market of about $17 trillion for the entire world to utilize.  

 

The lack of understanding that the dollar has become the global currency of choice prevents 

most of the understanding necessary to cope with the drastic changes this has created in the 

economic performance of nations and assets. The Federal Reserve has assumed that it was 

stimulating the domestic economy by purchasing US government bonds. This is simply no 

longer possible to target the domestic economy. The plain reason is about 40% of the debt is 

held outside the USA. That means you cannot guarantee that the seller of those bonds to the 

Fed will be domestic. If a foreign investor sold the bonds to the Fed, they took the cash home. 

Hence, there was no domestic stimulation. Consequently, the dramatic rise in the money 

supply must be looked at INTERNATIONALLY and not purely from a domestic perspective. The 

Fed monetized those bonds creating dollars but the dollars were exported. Sorry – that is very 

old school where the theories no longer apply to the modern economy. 
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We live in a new global world where the economic theories and understandings of the past are 

simply antiquated. They have become barbaric relics of a period of misguided economic 

concepts. This is not merely demonstrated by the primitive idea that money must be tangible, 

but the irrational idea that one can fix the value of money while everything else floats from 

asset values to wages. The collapse of the Bretton Woods fixed rate regime and the emergence 

of the floating exchange rate system have illustrated that money has traditionally floated and 

was never “fixed” except in communism and brief periods throughout history that also 

collapsed in failure and that it need not be tangible to function since we have survived since 

1971. Far too often fiscal mismanagement is confused with floating intangible theories whereas 

it matters not what the currency is, but who is in charge of the economy. Despite popular 

belief, the Fed is not even in charge of creating money, which is augmented by leverage created 

by bank lending.  

 

The theories of Karl Marx (1818-1883) and John Maynard Keynes (1883-1946) are simply dead. 

Both presumed, as did John Law that government was CAPABLE of altering the business cycle 

and could manage the economy eliminating recession and depressions. Only Joseph 

Schumpeter (1883-1950) tried to explain the business cycle while Adam Smith (1723-1790) first 

defined how society functioned with the invisible hand. Former Chairman of the Federal 

Reserve Paul Volcker said in his Rediscovery of the Business Cycle in 1979; “Not much more 

than a decade ago, in what now seems a more innocent age, the ‘New Economics’ had become 
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orthodoxy. Its basic tenet, repeated in similar words in speech after speech, in article after 

article, was described by one of its leaders as ‘the conviction that business cycles were not 

inevitable, that government policy could and should keep the economy close to a path of 

steady real growth at a constant target rate of unemployment…. [T]he lessons of the ‘New 

Economics’ were seriously challenged.” 

 

 
 

It matters not what anyone attempts to fix. Here is the silver/gold ratio. It is obvious that this 

fluctuates greatly and gold is in a declining mode currently against silver. Even in medieval 

times when money consisted of precious metals, there was the phenomenon of fluctuations 

between gold and silver just as there were capital concentration, which is what took place in 

the Tulipmania of the 17th century, as well as the Mississippi and South Sea Bubbles of 1720. 

Capital concentrated within one nation and one sector at a time. Therefore, no nation truly can 

control its money supply. If a building is sold for $10 million between domestic persons, the 

money supply is not altered. However, if a foreigner enters bringing cash and buys the building, 

the local owner now has $10 million that was imported expanding the money supply. This is 

how bubbles take place. If a market rises simply because of the currency locally, then it is not a 

real bull market. This is illustrated as to why we were bearish on gold and warned it would 

decline for 19 years. It appears to be in a bullish trend ONLY in dollars following the dollar peak. 

Gold was declining still in a basket of currencies illustrating this point. It takes a 

CONCENTRATION of capital to create a true bull market and bubbles unfold only during such 

capital concentrations. 
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It is vital to understand that there is no single one dimension in analysis. Everything is 

interconnected and a shares market can rise with declining currency value but that relationship 

is associated with DOMESTIC buying as a hedge against inflation. This type of interrelationship 

is outside the international capital concentration aspect. Nonetheless, even within a purely 

domestic event, capital will concentrate as well. For example, there can be the hot investment 

just as there can be the top hot song, actor, or latest child’s toy. These are to some extent part 

of human nature.  

 

 
 

Stanley Milgram (1933-1984) demonstrated that there is a collective behavior within human 

nature he called the obedience to authority. He hook up actors to wires to see if average 

people would engage in torture after the countless German soldiers that simply said they were 

following orders during World War II.  Milgram discovered that the average person would do 

what they are ordered even when it conflicts with their own beliefs. He also conducted studies 

placing one person on the street looking up into the air. People walked by as if they were just 

nuts. Place 5 people on the street staring into the sky and other will stop to look at what they 

are looking at. There is certainly a collective behavior and this is true in markets as well. 

 

Therefore, capital will concentrate internationally and rush around 

the globe today with greater speed than ever before. By no means 

do we find international capital flows to be a modern development. 

Capital flowed internationally in ancient times and there were 

varying rates of interest depending upon the credit worthiness of 

the borrower. Even during the late Roman Republican period when 

the legal rate of interest was 12% in Rome proper, Marcus Junius 

Brutus (85-42BC) lent money at 48% to the City of Salamis 

Cappadocia (Turkey) showing that he regarded the legal rate to be 

confined to Rome, not the Provinces. 
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Here is an 1899 Mexican bond issued in British pounds when Britain was the Financial Capital of 

the World making the pound the dominant currency. Japan’s prohibition against issuing bonds 

in yen without their approval blocked the yen from emerging as a major free currency. The Euro 

failed to reach that level and cannot because there is NO single federal government bond issue. 

The Euro is indistinguishable from all 50 states in the USA who issue their debt in dollars (single 

currency) but also have completely different credit ratings as all member states in Europe. 

Nobody in their right mind would assert that all the debt of the states should be AAA suitable 

for bank reserves to support the entire financial system. Why is that so hard for European 

politicians to understand? What they are defending with every citizen’s net worth is their 

failure to comprehend financial economics at the basic level. They are destroying the entire 

future of the next generation and placing at risk the global economy disrupting capital flows all 

because of their pigheadedness. 
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China also issued bonds in various currencies to 

relieve the buyer of currency risk. This included 

dollar during the 1920s as well as in Belgium 

francs as illustrated here in a 1921 bond paying 

8% in francs. Today, numerous countries issue 

debt denominated in US dollars. This expands 

the market for dollars globally. This is the same 

concept of “paper gold” shorts for if the longs 

really demanded delivery, they would scramble 

to get the metal to cover. This is the same 

problem for the majority of the world is 

currently short dollars and they too would have 

to scramble to buy them back. 

 

Despite all the ranting, screaming, yelling, 

prognosticating, and pontificating that the dollar 

will collapse – sorry! The dollar is the only game 

in town and BECAUSE of this international 

reliance on the dollar, the Federal Reserve cannot control the money supply. People 

highlight “reserve banking” as dangerous – but that has been the way banking function since 

the 1600s. So what is new? Now add to this the ability that anyone anywhere can create a 

contract in dollars or issue a bond in dollars such as many foreign governments and you further 

expand the global economic dollar base. The outstanding dollar loans and contracts among 

foreign nations and investors are huge. Then there is the $17 trillion in federal debt that is 

effectively dollars, which pay interest as they first began in 1863. Once upon a time when debt 

could not be used as 

collateral, in theory it may 

have been “less” inflationary 

to borrow than to print. 

However, today T-bills are 

used for collateral to trade 

and central banks use US 

Federal bonds as reserves that 

pay interest. Hence, the dollar 

debt is indistinguishable from 

dollar currency. Greenbacks 

once meant notes that were 

neither payable in gold nor 

paid interest. 
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Welcome to the new ONE WORLD CURRENCY – the DOLLAR! Government and most analysts 

are still living in a theoretical world that is long since passed its expiration date. The old world 

of confined domestic relationships does not exist since it has evolved while the thinking is 

frozen in time. The variables and combinations are simply incredible. It now takes a global 

computer monitoring absolutely EVERYTHING just to figure out the interrelationships and how 

they will play out this time in the real world. What should we expect? How will the future 

unfold? Personal opinion is just not going to but it when no one live has gone through this. We 

have to rely upon every possible tool at this time. 

 

Many have desperately tried so hard to concoct manipulation theories to explain why they have 

been wrong. They swear gold should be $30,000 an ounce right now. Speak wonderful 

sophistry but lack the understanding of the new complex dynamic world in which we live. The 

central banks are the LARGEST holder of gold. They are by no means trying to suppress the 

price of gold to hide inflation - ABSURD! The just alter the formulas and the press will always go 

along with it. 

 

When the former communist central banks 

have been the buyers, why in hell would the 

major central banks want to keep prices low to 

benefit former rivals? Come on – it just makes 

no sense! Some of these theories are so 

desperate to explain why their one-

dimensional thought patterns are dead wrong 

right now, they sound like a skit for Saturday 

Night Live. Whenever gold rallies, it is always 

“genuine” but every decline is because of some 

sinister dark force as if it were Darth Vader 

from Star Wars. 
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Money has simply evolved to a form that 

merely exposes what it truly has been all along 

– a medium of exchange and unit of account 

based solely upon CONFIDENCE. It has been 

everything from shells and beads to food and 

luxury goods such as precious metals. Gold and 

silver have little real utility value. They are 

valuable solely because of human desire.  

 

 

Government does not intend to return to a gold standard – they want to eliminate money 

altogether and that will reduce everything to electronic entries. The impact of this evolutionary 

process is designed to eliminate tax evasion. They will get their pound of flesh on every penny 

and still spend more than they will every collect. In 1934, the Treasury issued even $10,000 

bills. Today, the largest bill is $100. They are doing their best to hunt down assets offshore and 

to eliminate the ability to have cash other than electronic entries. 

Many still are just obsessed with an idea that money has to be tangible. They somehow think 

this will restrain government from creating money and they think there should be no reserve 

banking. Effectively, they are arguing for a world with no credit, you have to pay cash for 

everything, yet surely, they expect to make “money” with rising investments and expect wages 

constantly to rise. This is a world they do not explore other than repeat just what they have 

been told.
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The prospects for gold bottoming in 2013 are not dead yet. What appears to be shaping up is an 

extension in the overall market. The $4000-$5200 target zone has not changed. A move up to 

that area is still within the bounds of a normal technical rally. Exponential moves are only 

possible if $5200 is exceeded. The primary difference in timing took place when 2012 closed 

higher than 2011, which was the kiss of death for short-term hope. That higher 2012 closing 

allowed the extension for a 3-year correction to move into 2015. Had 2011 remained as the 

intraday/highest annual closing, then a correction of 2-years would have targeted 2013 with a 

maximum being a 3-year decline into early 2014. The higher closing at the end of 2012 without 

electing a bullish reversal expands the time line. 

If we adjust gold for inflation, we see that it has not yet exceeded the 1980 high, which stands 

at about $2300. This is the first level of major technical resistance as well. Beyond that level, 

the next real target area for resistance is the $4000-$5200 area.  To reach that sort of level is 

going to require a declining dollar and that is NOT possible until AFTER we see the Euro and Yen 

collapse. Before then, the real risk is a rising dollar. Gold will rise in yen and euros. However, 

before a real bull market emerges, we need to see a rally simultaneously in dollars. 

Gold is a hedge against government, that explains why gold rose from 2007.15 to 2011.45 

sharply as the confidence in government was being called into question among some, but not 

all. The professional investors with huge money cannot buy gold when it does not provide a 
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steady income stream. Consequently, institutional money must choose between stocks and 

bonds primarily. Hence, despite the sharp rise in the quantity of money, that was absorbed 

rapidly and failed to provide any inflationary pressure. Interest rates on the short-term even 

went negative as capital looked for a safe haven. In Europe, institutional cash has moved from 

most member states and has concentrated with more than 70% now in German government 

debt. 

 

If confidence in government is now rising, as predicted by your model going into 2015.75, 

regardless of the inflation, people have confidence in government and the economy for now in 

the United States. Democrats on TV are actually claiming credit for the rise in the stock market 

asserting that the stock market always does better under Democrats than Republicans. Let it 

fall and see how quickly they blame the Republicans and some dark sinister force. 

 

What our model suggests, is that gold will be in a bear market until 2015.75 and then enter a 

bull market into 2020.25. This will be about 51 years from the 1970 low. This will no doubt be of 

some concern but only if gold were to exceed the $5,200 level. If we look at the Pi timing from 

1999/2000, that will bring us to the 2032 period. Nonetheless, it would appear that the highs in 

gold might come with the bottoms of the Economic Confidence Model not the highs. That gives 

us 2020.05 (January 18th) and 2028.65 (August 25th). 

 

Presumably, we may see interest rates starting to crack in 2015.75 if that is the case, and 

confidence in government policy will decline for five years, with gold rising that period. 

Reactions are 2-3 years and thus a decline from the 2011 intraday high brings us to 2014. 

However, a 3-year reaction from the highest annual closing in 2012 takes us to 2015 in line with 

the turning point 2015.75, which seems to be worse case scenario. 
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Insofar as the price objective is concerned, technical support is typically the previous high, 

which in this case is the 1980 high of $875. Consequently, this is more of a water-boarding 

torture event with the sensation of drowning only. The Yearly Bearish Reversal lies at $685 area 

so unless we see an annual closing beneath that level, the long-term bull market remains intact. 

It does not appear likely that there will be anything but a short-term correction within a 

broader long-term bull market. Technical support connecting the 1864 and 1980 highs provide 

a target of $1050-$1078 between 2013 and 2015. 

We are in the process of some serious economic evolution. It will take time before the majority 

wakes up and sees the global economy. The central bankers saw the global connections in 

1927, but failed to grasp that the Financial Capital of World was the United States and no 

longer Britain or Europe. The bankers could not see the shift nor did they understand what was 

taking place. 
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The central bankers could never articulate this 

shift in economic power nor could 

the academics for they were too deeply 

engrossed with this idea of “New Economics” 

that placed the power to manipulate the world 

in the palm of their hands to guide government. 

As this contemporary cartoon illustrates, the 

United States was not yet seen as an equal. 

It took George Warren (1874-1938), a farmer-

economist from the lunatic fringe to convince 

Roosevelt to devalue the dollar. Roosevelt’s 

entire “Brains Trust” who was his academic 

team was opposed to any devaluation just as 

they argue for austerity in Germany today. The 

idea is that money must be stable to support the 

debt and the bankers. Stable money is seen as 

more important than the welfare of the people. The problem becomes that such austerity 

supports the bankers and risks lower economic growth as deflation soars. 

There remains the potential for the price of gold AND the dollar can rise together ONLY when 

the issue becomes a major capital flight on international capital flows. That did not materialize 

1980-1985 since the gold rally began because of the declining dollar during the 1970s. We could 

see gold and the dollar line-up together this time, if more capital starts fleeing the rest of the 

world. Such a trend creates a bull market in the US dollar, US shares, and gold simultaneously. 

However, that scenario precludes gold rising to wild and crazy numbers anyhow and it certainly 

rules out the hyperinflation nonsense. This may limit the upside exposure for gold to the $5,000 

area. The exponential rise in gold beyond that level would come only after the dollar peaks and 

capital then once in US dollars starts to shift from PUBLIC (bonds) to PRIVATE (assets). 

There is so much bullishness out there concerning gold 

(bearishness on the dollar) that it is more likely to be a 

fight all the way down. There are as always many junior 

mining companies who have no production 

whatsoever. This was the hallmark of the 1980 high as 

well. The miners would be seized if gold crossed the 

$5200 area just as the US army seized the railroads 

August 27, 1950. 
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 history of man cannot be separated from a history of metal. The classic scene from 

2001 A Space Odyssey is when the humanoid-ape discovers a bone and begins to use it 

smashing other bones. He then turns it into a weapon. Aside from the theological 

debate about our origins, the representation is quite accurate for with the invention of a knife 

to get food was the synonymous invention of weapons. For this dual purpose, the invention of 

bronze was such a profound advancement, we take it for granted and gloss-over what collateral 

change it made even economically. To the dismay of many, the importance of bronze (copper + 

tin) economically is that this single advancement inspired international trade establishing a 

global economy that most would 

simple do not appreciate. Here lie the 

origins of international markets that 

created the necessity for written 

language, navigation, foreign 

exchange with the standardization of 

mediums of exchange that led to the 

very concept of money. 
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It was the discovery of adding tin to copper producing bronze, creating a harder metal to make 

plows and swords that inspired men to sail great distanced to obtain this rare additive - tin.  In 

ancient times, the two major known sources of tin were the southeastern tin belt running from 

Yunnan province in China down the Malaysian Peninsula that enabled Asia to enter the Bronze 

Age and Devon as well as Cornwall in England. To obtain this rich source of tin that was mined 

well into the Middle Ages, the Minoans had to sail beyond the Pillars of Hercules and into the 

Atlantic Ocean up to England. Because of their skills, the Minoans became perhaps the greatest 

international traders giving birth to the global economy in ancient times. It was all about 

international capital flows. Yet all the collateral requirement of skill from navigation to language 

now was also required. 

The Minoans created Linear A written language that is one of two currently undeciphered 

writing systems used in ancient Crete prior to its Mycenaean descendent Linear B. The other 

undeciphered written language is Cretan Hieroglyphic, which appears to be inspired by the 

Egyptians. Clearly, Linear A was the primary script that was used in palace and religious 

writings. Linear B was largely deciphered during the 1950s. Linear A and B share many symbols, 

this does not lead to the decipherment of Linear A and attempting to interject B into A merely 

produces unintelligible words. It is assumed that Linear A uses the same or similar syllabic 

values as Linear B, rather than symbolic Egyptian style, leads to the conclusion that the 

underlying language appears unrelated to any known language. This has been dubbed the 

Minoan language and it remains very baffling. 
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The type of economic system 

prevailing on Crete is very well 

documented by hundreds of 

tablets found at multiple 

locations in Crete. Only the 

persistent resistance of the 

writing script, Linear A, to 

decipherment prevents these 

documents from being read. 

Thus, there has been the 

debate without any support 

that the economy was a 

“palace economy” in a perfect 

world of a communistic state 

where everything is fairly 

shared and the more realistic 

market-based economy. The information contain within thousands of these tablets once 

assimilated will end this vision of Utopia. Honestly, human nature suggests that such states of a 

perfect world have never existed and remain merely a dream in the mind of academics. Human 

nature has remained unchanged for thousands of years. It is simply driven purely by self-

interest. That is what created all advancements in our political-economic-social-society.  

Consequently, nothing is known about the economy beyond what can be deduced from the 

archaeology or inferred by observing other systems. Information from the Late Bronze Age 

documents under Linear B can be read and infer no such communistic state. The idea of the 

palace economy has been purely the speculation of the boundless mind. 

The Minoans predate even the great empires of Babylon, Greece, and Rome. Their trading 

empire reached from Asia Minor to England.  Their search for tin and spices reshaped the 

known world and with it the development of Bronze Age cultures that differed in their 

development sparking by necessity the first forms of writing. According to archaeological 

evidence, cultures in Egypt (hieroglyphs), the Near East (cuneiform), China (oracle bone 

script)—and the Mediterranean, with the Mycenaean culture (Linear B)—all developed viable 

writing systems around the same time. This Bronze Age period is thus characterized not merely 

by the use of copper and its alloy bronze and proto-writing, but it also marked the spread of 

many aspects of urban civilization. 

The Bronze Age is the second principal period of the three-ages Stone-Bronze-Iron. These 

three-ages mark the process in the development of ancient societies illustrating the importance 

SERIA
L N

o. 
14

25
8



7 
 

of (1) innovation, and (2) the practical utilization of the innovation. Most ancient civilizations 

entered the Bronze Age by trading products for bronze. Copper-tin ores were very rare and this 

is the primary reason we do not see the Bronze Age develop before the third millennium BC. 

Consequently, Bronze Age generally follows the Neolithic period in general yet in many areas 

we see the transition period of the Copper Age. Overall, we then see the Iron Age following the 

Bronze Age. Nonetheless, the Bronze Age created the international development of trade 

networks.  

The emergence of bronze began in the Near East and the Balkans around 3000 BC where there 

were some deposits of tin. It was first mined in Europe around 2500 BC in Erzgebirge, and 

knowledge of tin bronze and tin extraction techniques spread from there to Brittany and then 

Cornwall in England around 2000 BC, It also spread from northwestern Europe to northwestern 

Spain and Portugal around the same time. Tin is a relatively rare element but the difference of 

bronze compared merely copper was a bronze sword could break a copper sword in half. The 

rarity of tin during ancient times is what truly forced international trade upon ancient societies.  

 

The first major archaeological evidence of human travelling on the open seas exists before 

9,000 BC and continues with the development of the Neolithic period. Pictured here are the 

Minoans were by far the dominant sailors of the Mediterranean. This ancient Mediterranean 

Trade became extremely important during this early period of the Minoans. International trade 

has existed even before recorded history. In the case of the Minoan society, this international 

trade spread the Bronze Age throughout the Mediterranean region. Bronze became 

exceptionally strategically important as oil is today for it improved tools for agriculture as well 

as weapons that could cut through those made simply from copper.  

The key to the Minoan seamanship was their cypress ships that enabled trade between the East 

and Western Mediterranean civilizations. Once the first of their large planked Cypress ships 

took to the high seas, there was nothing anywhere else in the Mediterranean world that could 

compete with them either economically or militarily.  
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The Minoans probably began exploring the shores of the 

Mediterranean for mineral ores around 3900 to 3700 BC 

arriving on the eastern coast of Iberia (Spain) at this time. 

They would have been looking for some observation along 

the beaches for glimmering signs of various objects 

including alluvial gold or silver shining in the sands and 

sediments under the sunlight. Further evidence of their 

extensive trading network is the existence of Obsidian 

from the island of Milos near Crete, which is a black 

volcanic glass found all around the Aegean settlements. Looking for glimmering objects on the 

sands might signal that further inland they could find interesting ore that could be used in 

trade.  

The Minoans discovered in the river basins of southeastern Spain (today’s province of Almeria) 

everything they were looking for and eventually they established a more permanent mining 

settlement there. By 3200BC, they had founded several fortified towns creating a new Aegean 

Minoan colony known as the Los Millares culture (3200-2600BC). This was set up as a strategic 

mining operation. Prior to the early radiocarbon dates for Millarens being confirmed, academics 

attributed this region to the Mycenaean 

colonization. However, the Mycenaeans were 

a warrior society and not interested in 

building trade at this point in their history. 

The Mycenaeans did not inhabit this area until 

after they conquered the Minoans post-Thera.  

 The Eastern Mediterranean region was 

working in purified copper where it truly 

originated. However, by about 3200BC, the 

Millarens were working with the advanced 

Aegean alloy technology of arsenical copper. 

The Millarens appear to have bypassed the pure copper period and began with arsenical copper 

from the outset.  

The Minoan explorers appear to have ventured into the Atlantic and methodically investigated 

the Atlantic coastlines and its river valleys for further evidence of metals to the north and south 

of the Pillars of Hercules (today’s Strait of Gibraltar). The famous alluvial sediments of the 

gigantic Rio Tinto, copper, silver, and gold mines in southwestern Spain on the Atlantic coast, 

show archeological evidence that they were worked also during the 3rd Millennia BC. (Journal 

of Archaeological Science 35 (2008) 717-732). There is no evidence that the Minoans 
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discovered any metallic ores south of the Pillars of Hercules along the African coast. They may 

have discovered the tin in Brittany in northwestern France before making such discoveries in 

southwestern Britain and Wales.  

The Los Millares culture was a large copper mining settlement of over 1,000 people. The actual 

Bronze Age (copper with 6% to 15% tin) began to rise to dominance over arsenical copper as 

the metal of choice among the Aegean Minoans by 2600 BC. Bronze became the cornerstone of 

the Minoan economy. Bronze was a superior metal and is significantly harder than arsenical 

copper. Tin, however, is a rare metal and quite sporadically distributed geographically 

compared to gold, silver, and copper. The ores containing tin are exceptionally rare in the 

eastern Mediterranean. The only known source was a small town in the mountains of south-

central Turkey that supplied tin to the east from 3290 into 1840BC. Additional tin supplies could 

be obtained from northeastern Afghanistan. Tin was far more abundant in the west including 

Iberia (Spain), Brittany in northwestern France, and especially Cornwall in southwestern Britain.  

During the period of 2600 to 2400 BC, the Millaren reinforced their fortifications and there 

appears, like Rome, an invasion from the north of uncivilized people known as the Bell Beaker 

people. By 2400BC the Millarens settlements began to depopulate. The graves of this period 

begin to show elites were buried with weapons. By 2200BC the town of Los Millares was 

abandoned all together after a sequence of calamities that befell upon them from large-scale 

warfare. From the ashes rose the El Argar (today’s province of Almeria, Spain) and the Beaker 

people used bronze to invade Britain. The whole Iberia region was populated with different 

groups of Beaker people by 2600 BC. Most likely, the war that led to the fall of the Millarens 

begins with the development of bronze and thus implies that this became a valuable resource. 

Bronze at that point in time was the primary commodity of tremendous importance akin to oil 

today that fuels our economy. This is also a period of changes in climate.  The Bell Beaker 

people spread northward along the Atlantic and Mediterranean maritime trade routes. They 

infiltrated the coastal regions of France, Britain, Ireland, the Netherlands, and Denmark. They 

even moved eastward into the interior of 

central Europe. They became the genetic 

code base of the Celts. The Bell Beaker 

people were indeed the people that 

erected the first stones at Stonehenge in 

about 2600BC. This tends to coincide 

with the earliest known copper mining in 

the British Isles, which took place in 

Ireland at Ross Island in Killarney about 

2400 BC.  
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With the fall of the Millarens, Aegean Minoans could only obtain tin from Afghanistan or south-

central Turkey. In about 1840BC, the south-central Turkey mines shut down and tin from the 

west became virtually a monopoly. The Minoans now had total control of the supply of western 

tin into the eastern Mediterranean with their maritime structure making them tremendously 

wealthy. We can see how comparative advantage of David Ricardo worked in ancient times and 

that there was a vibrant international trade that existed based on the Silk Road between East 

and West as well as on the high seas as controlled by the Minoans. The Silk Road was clearly a 

viable trade highway going 

back to pre-recorded history 

at least to about 6,000BC. 

The start of the Silk Road 

with official sanction is 

dated 2nd century BC when 

Chinese ambassador Zhang 

Qian visited the countries of 

Central Asia with diplomatic 

mission. The export of silk 

really began formally with 

the Han Dynasty (206BC – 

220AD). There are even the 

Silk Road Mummies. 
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The Aegean Minoans would have most likely come to the aid of their Millaren colony when 

faced with the collapse of the tin trade since it was vital to their economic interests. This would 

have been no different from the United States and Europe invading the Middle East to ensure 

oil supplies flowed no matter what they claimed to the contrary. There were many settlers that 

from the Aegean following the trade that no doubt helped to reinforce the surviving Millarens. 

This included the new settlements of the El Argar that eventually flourished as an Early Bronze 

Age culture (1800-1300BC). One distinguishing factor was its early adoption of bronze well 

ahead of most Greeks. They also developed sophisticated pottery and ceramic techniques, 

which they traded with other Mediterranean tribes, via the Minoans.   

We therefore see in 2200BC the decline of the Millarens, the rise of El Argar, and the first use 

of bronze in Britain within the same general period. This also coincides with the beginning of 

the Minoan Atlantic tin trade with Cornwall in Britain directly based from their new Iberian El 

Argar colony. Some have argued that the price of tin would have naturally collapsed with 

greater supplies from the east. This probably unfolded in the normal course of an economic 

cycle that made it less profitable to mine tin in Turkey resulting in the collapse of mining there 

by 1840 BC. The El Argar 

mining and metallurgy 

were quite advanced, 

with bronze, silver and 

gold being mined and 

worked for weapons and 

jewelry. 

What is important to 

understand is the case of 

natural resources. The 

western Mediterranean 

area is much more 

heavily mineralized than 

in the east except in the 

Balkans and northern 

Greece. The merchant 

trade of the Minoans discovered that southern Portugal and Spain were rich in minerals. This 

area is quite renowned as a geological formation known as the “Iberian Pyrite Belt”. It is indeed 

perhaps one of the most heavily mineralized places on earth. It has yielded truly an abundance 

of the prestige metals including gold, silver, and copper along with a critical mineral being tin, 

which is still being mined to this day.  
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Clearly, the Minoans, the Land of the Labyrinth, were both great traders and merchants who 

thrived 3000-1100 BC. Perhaps their greatest contribution was their documented Atlantic Tin 

trade between England and the Minoan that spread the Bronze Age throughout Western 

civilization. The Minoans were great seafarers whose civilization revolved around trade making 

them an extremely cultured metropolitan society with a high standard for wealth and living. 

They have left behind numerous representations of 

sporting events from boxing to bull leaping.  

Then there is the famous Labyrinth. Bull’s Head Rhyton, 

which is a spectacular artifact dating to the Late Minoan 

IB period (ca. 1450 BC). In Greek mythology, the Labyrinth 

was possibly the elaborate complex structure at Knossos 

designed and built by the legendary artificer Daedalus for 

King Minos. Its function was to hold the Minotaur, a 

mythical creature that was half man and half bull and was 

eventually killed by the Athenian hero Theseus. Daedalus 

had so cunningly made the Labyrinth that he could barely 

escape it after he built it. Theseus was aided by Ariadne, 

who provided him with a skein of thread, literally the 

"clew", or "clue", so he could find his way out again. 

The Minoans were obviously the first Greek civilization 

that was heavily influenced by two older Near Eastern 

civilizations, Mesopotamia and Egypt. Minoa is the name 
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of several bronze-age settlements on the 

Aegean coasts centered on Crete, and the 

inhabitants are known as Minoans who 

were named by Arthur Evans (1851–1941), 

the British archaeologist, after the 

legendary king Minos. The bronze-age 

Minoan civilization flourished in Crete and 

in the Aegean islands (2000-1470 BC).  

The Aegean Minoans were much like the 

Egyptians, whereby they were organized 

into a complex caste system: Nobles, 

Merchants, Artisans, Bureaucrats, and 

Laborers. The Minoans were the first true 

masters of ship construction and their use 

of the movements of the Sun and North 

Star(s), to determine latitude, were well understood allowing them confidently to navigate the 

open sea. Their skills in navigation were not exceeded until John Harrison’s invention of the 

marine chronometer in the 18th century AD that allowed ships at sea to accurately determine 

their position’s longitude. Without a doubt, the accomplishments of the Minoans were 

formidable to say the least for it was the spread of the Bronze Age that provided trade and 

created the incentive for the written language.  

The Minoan technological maritime and naval advantage was so boundless that they would 

eventually come to dominate and impose their will upon all shipping in the entire 

Mediterranean Sea including the Black Sea. Their commercial shipping was apparently 

unopposed anywhere they traveled in the Mediterranean and their economic success was built 

upon trade – the early Mercantilism era. They most likely inspired the emergence of the first 

pirates who saw their wealth as attractive and ultimately its chief nemesis became the barbaric 

Mycenaean Greeks. Few weapons appear among archeological finds for being an island and a 

seafaring nation; most were not capable of either reaching them or challenging them on the 

high seas. Egyptian influence on the Minoans is especially apparent. Minoan architecture used 

columns much as Egyptian architecture did. Minoan art also seems to emulate Egyptian art by 

only showing people in profile, never frontally. The Minoans were clearly a society that 

benefited from trade that appreciated culture.  
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The Minoans did not develop coinage, and may not actually have developed the concept of a 

standardized medium of exchange. It appears that at least post 1600BC, Minoan currency may have 

been copper ingots rather than bronze, which would have had a utilitarian value, but they did 

not have a standard weight ranging from 20.1 to 29.5 kg. Two main Bronze Age finds of these ingots 

have been the Uluburun and Gelidonya shipwrecks with former being dated to 1300BC containing 317 

ingots. Nevertheless, Minoan Bronze Age copper ingots have been found in Cyprus, Crete, Egypt, the 

Peloponnese in Greece, Sardinia, Cannatello in Sicily, Boğazköy in Turkey (ancient Hattusa, the Hittite 

capital), and Sozopol in Bulgaria demonstrating a wide range of trade. The data shows that all of these 

copper ingots that have been analyzed, dating to about 1400-1200BC and later, were made of copper 

consistent isotopically with only the Apliki mining region in the geographical north of Cyprus. The 

Cypriot origin for the copper used to make 

copper ingots further demonstrates the 

economic extent of the Minoan Empire 

and is important from the socioeconomic 

discussions of the organization of copper 

production on Bronze Age. They have 

been called “oxhide ingots” implying the 

value was one ox. 

Previously, there may have also been 

use of spices as a medium of exchange 

similar to cocoa beans to the Maya. A 

critical commodity in the economic, 

political, medicinal, agricultural and 

even religious sphere of Minoan 

society was saffron. Saffron was a 

commodity that was held in high 
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regard in their culture as cocoa was to the Maya. Saffron was a highly prized regionally traded 

commodity both in final form as a spice, perfume and medicinal form bulbs. Historically at this 

juncture in time, saffron was the most expensive spice in the Western World comprised of the 

dried stigmas of the plant Crocus Sativus that occurs in the Aegean islands. Crete may be 

considered as “the birthplace” of this cultivated plant as shown in fresco fragments. Saffron 

with its ritual significance and was used in the everyday life predating recorded history. In 

addition, written information on pottery tablets give unequivocal evidence for the participation 

of the plant material in the economy of the Cretan kings of Knossos (1500–1450BC).  

It is possible that saffron was used also as a form medium of exchange within early Minoan 

society. The use of the word “phoinikion” and the use of the “saffron sign” do occur many 

times in early Minoan Linear A with respect to commerce and trade. The prominent Minoan 

scholar John Chadwick, identifies that “[p]hoinikion…remains a mystery” and that the word 

was also meant “dark-red”. It is unlikely that saffron extended beyond the early dates for as 

trade expanded, so would have the availability. The amount of weight involved with respect to 

its use, would have ranged between 1 and 5kg. It takes approximately 150,000 saffron flowers 

to produce 1kg of saffron. Therefore, the amount of labor involved to produce any quantity 

would have been expensive making it a rare commodity. Egyptians used perhaps the earliest 

form of paper money, which were warehouse receipts for grain. These receipts circulated on a 

bearer basis filling the role of a medium of exchange. There, these receipts made the large 

quantities of grain useable for money. It is unlikely that there would have been a sufficient 

quantity of saffron to support the warehouse receipt model.  

 

Commodities have often served as money. When Rome monetarily collapsed, taxes were being 

imposed “in kind” meaning they took commodities. Taxes were payable in gold, but not by coin, 

rather by weight as illustrated by this Roman Tax Collector Bar from the 4th century. They would 

melt the coins and assess you taxes be weight not by official denominated coinage. 

SERIA
L N

o. 
14

25
8



16 
 

During the 14th to 16th centuries, precious metals would become scare and the economy fell 

often into barter. The spice that was so valuable in Europe was pepper. This commodity 

became worth more than gold by weight and thus as bankers often emerged from merchants, 

this gave rise to bankers in Germany being called 

"peppermen". Therefore, commodities would often 

emerge as money. We see the same trend appear in 

Japan where rice replaced money during the Middle 

Ages. In the American Colonies, such items as 

tobacco, rice, sugar, beaver skins, wampum, and 

country pay all served as money. These various 

commodities were generally accorded a special 

monetary status by various acts of colonial 

legislatures. Money was certainly not “fiat” when 

monetizing these commodities. Sugar was used in 

the British Caribbean; tobacco was used in the 

Chesapeake, and rice in South Carolina, each being 

the central product of their respective plantation 

economies. Wampum signifies the stringed shells 

used by the Indians as money before the arrival of 

European settlers. Wampum and beaver skins were 

commonly used as money in the northern colonies in 

the early stages of settlement when the fur trade 

and Indian trade were still mainstays of the local 

economy.  

“Country pay” is far more interesting and complicated. Country pay consisted of a mix of locally 

produced agricultural commodities that had been monetized by the local colonial legislature. 

This often included Indian corn, beef, and pork, with each being assigned a specific monetary 

value expressed by a standard quantity or weight such as per bushel or barrel. Debtors were 

permitted by statute to pay certain debts with their choice of these commodities at nominal 

values set by the colonial legislature. Country pay was declared a legal tender for all private 

debts although contracts explicitly requiring another form of payment might be exempted. 

However, what made country pay legal tender was the fact that it was in payment of 

obligations to the colonial or town governments. Even where country pay was a legal tender 

only in payment of taxes, it often served as a unit of account. For example, the probate 

inventories from colonial Connecticut, where expressed in country pay. 
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There appears to be no standard form of a medium of exchange or the concept of a standardize 

weight that did not emerge until about 700BC in Lydia followed by impressing a standard. This 

does not imply that the ingots were not “money” or a standard medium of exchange since even 

the Bible states regarding money transfers the metal required being weighed. Even when there 

were coins, we still see moneychanger 

marks applied certifying that they tested 

the coin previously. Consequently, the 

lack of a standard weight for the ingots is 

not relevant insofar as confirming that 

they are not money. During this period, 

all evidence in the surviving tablets 

suggests that everything was essentially 

a commodity of value for each is listed 

separately, and there is never any sign of 

equivalence between one unit and 

another.  

Commodity prices were at first expressed in grain or barley and later also silver. Eventually it 

evolved into metal about 800BC.  The Babylonian king Nabonassar (747-743BC) most likely 

furthered astrology for he created the Babylonian institution of astronomers who began to make a 

daily record of the starry sky. These astronomers were professional scholars that we know from a 

tablet in Yale (YBC 11549) dating to the early Hellenistic period, that at least 14 of them were fully 
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employed by the temple. They each received 180 litres of barley per month. According to some very 

late texts (127-119 BC) we know that the job was hereditary on condition that the scholars were 

capable to do the job. We also know that the annual salary paid by the temple was 60 - 120 shekels of 

silver, which was about 120 - 240 drachms with a weight of 500 to 1,000 grams of silver. Additionally, 

they seem to have also received some revenue from some tract of arable land. Therefore, from about 

800BC, the concept of money as the unit of account began to emerge as precious metal shifting away 

from payment in grain or barley into payment in standardized metal by weight. Consequently, the lack 

of a standardize weight in 1600-1000BC is consistent with all commerce of the period. 

 

There were some instances of a Palace Economy where the state owned all commerce, as was 

the case in the Venetian Empire (7th century AD until 1797). Such systems did exist in the pre-

currency times. The real medium of exchange appeared to be labor creating what would appear 

to be a redistribution of assets in the absence of money similar to a communistic type state, but 

where you retained the freedom to decide your profession. However, this was in reality when 

labor was money almost in a barter type arrangement. All the productive forced involving work, 

including the seeding, harvesting and milling in agriculture as well as hunting while women 

engaged in weaving, was all carried on by individuals for a centralized entity. Xenophon (390-

355 BC) wrote a book Oikonomikos (Οἰκονομικός) (meaning "home economics") that is the 

English word Economics. Oikonomikos was a dialogue that focuses upon home economics and 

agricultural science in a Socratic dialogue principally about household management and 

agriculture. Consequently, this work explains how to manage the household, which was in 

reality a privatization of the Palace Model whereby 

the household was that of the king rather than an 

individual. 

 

The decline and fall of the Minoans began with the 

eruption of Thera (modern Santorini Island, Greece) 

in the south-central Aegean Sea. That eruption 

effectively destroyed much of the Minoan trading 

empire. This single event was so massive it nearly 

destroyed the Minoan civilization in the Aegean. 

Therefore, the Thera explosion changed the economy 

of the ancient world in a very profound manner.  It was a major catastrophic volcanic eruption 

with a Volcanic Explosivity Index (VEI) of 6 or 7 making it one of the largest volcanic events on 

Earth in recorded history. 
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The Thera eruption devastated the island (now Santorini), leaving a fringe element surrounding 

the crater to which people still cling today. The eruption may have inspired perhaps various 

Greek myths such as that of Atlantis. It created turmoil in Egypt that was perhaps recorded as 

the Biblical plagues. The Chinese chronicled a volcanic winter from an eruption in the late 17th 

century BC that appears to have resulted in the collapse of the Xia dynasty in China and the rise 

of the Shang dynasty, dated about 1618 BC. The impact upon weather created a collapse in the 

economy and thus civil unrest. The Chinese recorded a "'yellow fog, a dim sun, then three suns, 

frost in July, famine, and the withering of all five cereals" (Foster, KP, Ritner, RK, and Foster, BR 

(1996). "Texts, Storms, and the Thera Eruption". Journal of Near Eastern Studies 55 (1): 1–14. 

DOI:10.1086/373781). This is similar to The Year Without a Summer which was the year 1816, 

where there was also a collapse in global temperatures as the historic low in solar activity 

coincided with major volcanic eruptions in 1815 of Mount Tambora, in Indonesia, which was 

the largest known eruption in over 1,300 years at that time. This resulted in massive food 

shortages across the Northern Hemisphere. The Chinese records describe similar events that 

toppled the government there at that time. 

The eruption of Thera was about four times that of the 

1883 eruption of Krakatoa (Indonesia) insofar as measuring 

the amount of debris ejected into the stratosphere. On the 

island of Santorini, there is a 200 foot (60 m) thick layer of 

tephra, fragmental material, suggesting the dense fallout of 

ground zero. The eruption of Thera created such fallout of 

ash that it would have sterilized the island, as occurred on 

Krakatoa. Given the recorded events in China and the 

sterilization that caused a collapse in the agricultural 

economy there, one can easily see that the early Greek 

societies around the Aegean Sea had been primarily an 

agricultural economy. The Thera eruption would have been 

very devastating economically. Because of their 

international trade, the Minoans were severely weakened 

beginning their decline and fall. Pictured here are the 

corpses buried alive in the ash that fell from the 70AD eruption in Italy at Pompeii. 

Those who have studied earlier tree rings have discovered that there was a very large event 

interfering with normal tree growth in North America occurring between 1629–1628BC (“Irish 

Tree Rings and an Event in 1628 BC”; The Thera Foundation). Additional evidence of a major 

climatic event around 1628 BC has been found in studies of growth depression of European 

oaks in Ireland and of Scotch pines in Sweden. Studies of the Bristlecone pine frost rings have 

also indicated a date of 1627BC. 
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There must have been some pre-warning that prompted evacuation in advance of the 

catastrophe since only one gold object has been found at Akrotiri on the island of Thera 

(modern Santorini) and no corpses were buried in the ash as seen in Pompeii. Recent research 

supports the theory that much of the damage that was done to the Minoan sites may have 

resulted from a large earthquake that preceded the Thera Eruption. This may have occurred 

with the awakening of the volcano that explains the lack of Santorini corpses. 

The eruption also generated a 115 to 490 ft (35 to 150 m) high tsunami that devastated many 

regions in the Mediterranean. The wind 

appears to have blown the ash primarily in 

the east and northeast of Thera (Santorini). 

Only the eruptions of Mount Tambora (Java, 

Indonesia) in 1815, Lake Taupo's Hatepe 

(New Zealand) circa 180AD, and Baekdu 

Mountain (China) circa 970AD would have 

been larger.  

What is clear is that the ash fall from Thera 

choked off plant life and would have sent 

agricultural prices skyrocketing. This would 

also set in motion a trend of starvation that 

most likely caused political unrest and the 

fall of the Xia dynasty in China. In Egypt, it 

appears that the Thera eruption also 

adversely affected their primarily agrarian 

society. Records from the Egyptian Middle Kingdom discuss heavy rainstorms that devastated 

much of Egypt and were described as the Tempest Stele of Ahmose I. Others have argued that 

the myth of Atlantis, described by Plato, is based upon the Thera eruption. This of course is 

simply speculation and there is no data linking this event to the source of that legend.  
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It is clear that the Minoan civilization 

survived the eruption though severely 

weakened and overall the reduced 

agriculture triggered the eventual downfall 

of the Minoan economy. This opened the 

door for the barbaric warlike Mycenaeans 

during the Late Minoan II period. 

Mycenaean Greece (1600–1100 BC) was a 

culture that emerged during the latter 

period of the Bronze Age. Mycenae is 

located in northeastern Argolis of the 

Peloponnese. Several decades after the 

Thera eruption, the Mycenaeans conquered 

the surviving Minoans in Crete and its capital Knossos seizing control of the Minoan trade 

network. Once the Mycenaeans conquered the Minoans, they absorbed their culture and even 

adopted a form of the Minoan script (called Linear A) to write their early form of Greek in 

Linear B.  

Previously, the Mycenaeans had not developed writing. The Mycenaeans advance came 

through their Minoan conquest and clearly began more as a barbarian type of mentality 

clamoring to get at the wealth of the Minoans. Their civilization was therefore dominated by a 

warrior aristocracy like that of Sparta compared to Athens about 1000 years later. The Iberian 

El Argar were incorporated and continued to function as 

an Aegean colony under the Mycenaeans. The 

Mycenaeans erected forts to defend their newfound 

wealth of the tin trade. The society is called the 

Mycenaean El Argar era and lasted for about two 

hundred and fifty years until its catastrophic collapse in 

about 1350 B.C. 

The "Mask of Agamemnon" a Mycenaean gold funeral 

mask illustrates the wealth these people acquired by 

their conquests. Not only did the Mycenaeans defeat the 

stealthy Minoans, but according to later Hellenic legend 

preserved by Homer, they set sail and defeated Troy in Anatolia (modern Turkey) as well. 

Therefore, the massive eruption of Thera about 1630BC set in motion the Decline and Fall of 

Minoan society. This also marked the shifting of wealth and power to Mycenae. The Mycenaean 

civilization consequently flourished post-Thera based upon a Conquest Economic Model rather 
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than the Free Trade Model and it flourished 

roughly between 1600-1100BC, known as the 

Mycenaean Era.  

The Mycenaean conquest of the Minoan 

civilization on Crete is a reoccurring pattern 

we see throughout history. A more warlike 

barbarous state “on the fringe” covets the 

wealth, culture, and civilized structure of the 

more sophisticated greater civilization. They conquer, assimilate their culture, and pretend then 

to be them. The barbarians that conquered Rome 

issued coins with their own images in Roman form.  

It is appears that the economy of the region was 

devastated by the Thera Eruption to such an extent 

that it never really recovered fully. The eventual 

collapse of the Mycenaean El Argar culture about 

1350BC, may have transformed into the complex 

phenomenon known as the Sea Peoples that over 

the next 175 years would rain apocalyptic 

devastation on the entire eastern Mediterranean. Almost every culture in the eastern 

Mediterranean including the Hittites in Anatolia was engulfed in destruction by 1175BC. Egypt 

would barely survive the repeated attacks of the Sea Peoples who were most likely these Greek 

warriors. Still, Egypt was so severely weakened it finally collapsed later during the reign of 

Ramses VI (1145–1137BC). Only the Phoenicians in the Levant (modern Syria) were apparently 

spared any destruction throughout this period. The Sea Peoples' raids and invasions from the 

land and sea would put an end to an era of international trade. However, this destruction 

opened the door for the next great trading empire that followed - the Age of the Phoenicians. 

It is clear that the Bronze Age was a major step forward in social advancement. It was this rarity 

of tin deposits that compelled exploration creating a international trading network that 

necessitated the development of written language. In addition to the two major sources, being 

the Malaysian Peninsula in China and England, there were additional sources beyond Spain in 

Brittany located in France, Italy, as well as at the border between Germany and Czech Republic 

where tin was discovered.  

Brittany had significant sources of tin, which show evidence of being extensively exploited after 

the Roman conquest of Gaul during the first century BC by Julius Caesar (100-44BC). Brittany 

remained a significant source of tin throughout the medieval period. Spanish tin was widely 

traded across the Mediterranean during the Bronze Age. However, it was Britain, which had the 
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lion’s share bringing the Minoans out into the Atlantic Ocean. Spanish tin continued to be 

exploited into Roman times. Spain ceased to be a source of tin during medieval times. English 

tin dominated the market even into the late Roman times of the 3rd century AD. Cornwall 

remained as the source for tin throughout medieval times and into the modern period. 

 

Consequently, the importance of bronze as a utilitarian metal is why we find that while gold 

first emerged as coins in Asia Minor, silver in Greece, it was bronze in Italy. We do not see gold 

coinage appear in Rome until the invasion of Hannibal and this was largely political to show 

Rome had great power despite her losses to Carthage at first. Previously, all we see are bronze 

ingots and round coins that were cast. What silver coinage Rome produced was fashioned to 

the Greek weight standard clearly to facilitate trade. They did not appear until about 280BC. 

The Roman Monetary System was thus based upon bronze for the first 500 years of more. The 

weight of one pound 

comes from the Roman 

Monetary System and its 

division into 12 parts 

being uncial (ounces). 

Thus, there is little doubt 

that copper formed into 

Bronze was perhaps the 

most important metal 

historically. It was bronze 

that truly further 

civilization. 
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Perhaps the best surviving ancient bronze statute is that of the Boxer of Quirinal, also known as 

the Terme Boxer. This is a Hellenistic Greek sculpture dated 

around 330BC of a sitting boxer with Caestus, a type of 

leather hand-wrap. The Boxer was discovered buried on the 

slopes of the Quirinal. It appears to have been carefully 

buried in antiquity perhaps at the time of the approach of 

the Vandals from North Africa to protect it or the Visigoths 

from Spain who sacked Rome in 410AD. The statue is a 

masterpiece of Hellenistic athletic professionalism, with a 

top-heavy over-muscled torso and scarred face. Parts of the 

statute are worn suggesting it was revered being kisses by 

people for some reason, perhaps athletes before a game. 

Rome was sacked several times where even the bronze was 

ripped off the roofs of temples. No doubt, this statute would 

have been turned into scrap. 
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WARNING 
THE FOLLOWING SECTIONS WERE WRITTEN BY THE 

COMPUTER WHICH HAS NOT YET BEEN FULLY TESTED. 

ANY TRADING POSITIONS IT STATES HAS TAKEN ARE 

HYPOTHETICAL AND DO NOT REPRESENT ACTUAL 

TRADING. 
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Our long-term view in Copper recognizes that the current bearish trend may reach a final 

conclusion during 2013 with a potential to extend on an intraday basis into the following year 

2014 leaving 2013 as the lowest yearly closing. Nevertheless, as long as 13235 holds on an 

annual closing basis, then the broader long-term bull market will remain intact. Assuming that a 

2013/2014 low holds, then the next high may form during 2020-2021 with a possible extension 

into 2024. We should see the bulk of any decline take place in 2013 with a Directional Chance in 

2015. We do expect to see higher volatility in 2014 and this should be a Panic Cycle target as 

well warning of wild price swings ahead. For now, we see July/August 2013 as a primary target 

followed by November, January, and then April. 

Our projected resistance for 2020-2021 stands at 65900-69050. This extends upward to reach 

the 78500 area by 2024. The projected support during the 2013-2014 period lies at 30890-

31273 followed by 22340-22605. 
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YEARLY LEVEL 

 

Looking at COPPER since 1784, it has exploded to the upside since 2001 on target peaking 8.6 

years later. The high in 2010 was also 78 years up from the historic 1933 low. The major high of 

1814 was exceeded in 1974, but it was not until 1988 before copper could close above it. On 

the Yearly level, short-term momentum indicators are neutral. Short-term trend, on the other 

hand, is in a bearish posture. As far as the Yearly, we find that the intermediate indicators are 

bullish. This suggests that the 27200 level followed by 23000 is where intermediate support will 

be found this year. On the broader perspective, the Cyclical Strength Model is currently bullish. 

Everything on the long-term models, including momentum and trend, is still in the bullish mode 

on the Yearly level. Therefore, major support appears to rest under the market at the 13955-

13710 level. Our Yearly Bearish Reversals are 13235 and 12475. We do not see these as possibly 

being elected. Resistance stands at the 33500 level for 2013-2014.  
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YEARLY REVERSAL SYSTEM 

COPPER remains in an extremely strong position. As long as this market holds ABOVE 30010 on 

a closing basis, then new record highs are still possible. Our Projected Bullish Reversals for this 

year stand at 48453 and 49105. Therefore, a yearly closing above this area will signal that this 

market should continue to advance to new highs. As long as this market remains below 48453 

on a closing basis, then the immediate trend is at best perhaps neutral for the moment with a 

bearish bias. However, only a closing BELOW 30010 for 2013 would imply that at least a 

temporary high is in place for now and that a retest of key support is likely to develop going 

into 2014.  

At this time, the Minor Yearly Bearish Reversal is 30010. Thus, only a yearly closing below 30010 

will signal that a continued decline into 2014. According to our model, the Major Yearly Bearish 

Reversals are found at 13235, 12475, 6449, and 5450. Hence, only a yearly closing below 13235 

will signal that a sell-off is likely to follow. Nonetheless, only a close below 12475 will suggest a 

reversal in long-term trend.  

 

Yearly Reversals 

Major Bullish  48453 49105  

Minor Bullish  44520 46500  

Major Bearish  13235 12475 6449 5450  

Minor Bearish  30010  
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YEARLY COMPUTER RECOMMENDATION 

 

On the Yearly level of our model we remain LONG 4 positions. The last LONG position was taken 

on the close of 2009 at 33465. Our general target objective would be to Sell a new high near 

65900. We would use a PSXCO at 20025 on a Yearly closing basis OCO with a IDPSX at 12475. 

Reversing into a short position should be considered if 20025 is penetrated on a closing basis. 

From a timing perspective, you may want to consider taking profit if new highs are established 

during   2020,  2021 or  2024.  

SERIA
L N

o. 
14

25
8



30 
 

 

YEARLY TIMING 

On our empirical models, the ideal primary target for the next key cycle low on the yearly level, 

remains  2014, particularly since our last target objective of  2011 produced a  high at  4649.50 

in COPPER. If this new target objective is successful, we then expect to see a reaction in the 

opposite direction unfold on the next major cycle target leading into  2015. Thereafter, a re-test 

of support should develop  2017 which is the next minor target objective. In the event that the  

high of  4649.50 is penetrated on an intraday basis prior to  2014, or the key Yearly Bullish 

Reversals are executed, then a cycle inversion would be implied. A cycle inversion would also be 

implied if the  high of the previous year were penetrated during the  2014. Therefore, under a 

cycle inversion scenario, it would then appear that  2014 should ideally unfold as a  high instead 

of a cycle low and all subsequent targets would also invert causing the next cycle low to unfold 

during the  2015. Nevertheless, as it appears now,  2014 should produce a key cycle low 

followed by a major  high in  2015 with a minor re-test of support come  2017.  The ideal target 

where a major turning point is due will be the  2015 in the period ahead.  
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Employing composite cycle analyisis, the key years for a turning point in COPPER will be  2019 

and  2028. 

 

Our Directional Change models indicate that turning points are due the years of  2015 and 

2017. Our Panic Cycle Models suggest that higher volatility is due the years of  2014 and 2020. 

Yearly Turning Points:  

2013-2014, (2018), 2020-2021, (2023), 2024 

             

YEARLY TECHNICAL OUTLOOK 

RESISTANCE: 47649 

SUPPORT: 36303 32346 23427 22579 

 

TABLE #1 

Yearly Technical Projections 

2013...  22579  23427  32346  36303  47649 
2014...  22823  23705  32734  36471  48226 
2015...  23067  23983  33123  36639  48804 
2016...  23311  24262  33511  36807  49381 
2017...  23556  24540  33899  36976  49958 
2018...  23800  24818  34287  37144  50535 
2019...  24044  25096  34675  37312  51112 
 

Yearly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

2013  14100-6005 27200-7425 42700-9340 
2014  16475-6050 30010-8640 33790-8650 
2015  27200-6550 32380-7945 39895-9930 
 

2013 MOMENTUM INDICATORS HLC 43636 29863 38451 
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QUARTERLY LEVEL 

 

QUARTERLY REVERSAL SYSTEM 

At this time, the Major Quarterly Bearish Reversals are 28500, 27200, 21345 and 11210. 

Accordingly, only a quarterly closing below 27200 will signal that an immediate downtrend 

could become more serious in the near-term. When we look at the Minor level, our Quarterly 

Bearish Reversal is found at 31030 and a closing beneath this level should signal a test of the 

28500-27200 level.  

Right now, Major levels of our system models indicates that the Quarterly Bullish Reversals 

exist at 42700 and 46600. Hence, only a quarterly closing above 46500 will signal that an 

immediate uptrend should unfold thereafter with a sharp rally to test the 50000 level.  

 

Quarterly Reversals 
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Major Bullish  42700 46600  

Major Bearish  28500 27200 21345  11210  

 

QUARTERLY COMPUTER RECOMMENDATION 

On the Quarterly level of our model we remain LONG 2 positions. The last LONG position was 

taken on the close of the 2nd Quarter 2009 at 22580. Our general target objective would be to 

Sell new high at 49000. We would look to COVER all positions using an MIT just below the 

49000 price level. We would reenter a long position by buying a Quarterly close above 50100. 

We would use a PSXCO at 27100 on a Quarterly closing basis. Reversing into a short position 

should be considered if 27200 is penetrated on a closing basis. From a timing perspective, you 

may want to consider taking profit if new highs are established during the 2nd Quarter 2015 or 

1st Quarter 2017. 
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QUARTERLY TIMING 

According to our empirical models, we see turning points shaping up for the 07/2013, 01/2014, 

07/2014, 10/2014, 04/2015 and 10/2015.  

Using a composite of a variety of timing intervals, the key quarters for a turning point in 

COPPER will be 07/2017 and 01/2018. 

 

Our Directional Change models indicate that turning points are due the quarters of 04/2013, 

07/2013, 10/2013, 10/2014 and 01/2015.  

We should see a rise in volatility for 10/2014 and 10/2015. 

Quarterly Turning Points:  

07/2013, (10/2013-01/2014), (07/2014), 10/2014, 04/2015, 10/2015 

 

QUARTERLY TECHNICAL OUTLOOK 

RESISTANCE: 39858 60858 

SUPPORT: 29247 26376 

TABLE #2 

Quarterly Technical Projections 

04/2013...  26376  29247  39858  60858 
07/2013...  26477  29660  39120  61546 
10/2013...  26578  30073  38382  62234 
01/2014...  26679  30486  37645  62922 
04/2014...  26780  30899  36908  63610 
07/2014...  26881  31313  36170  64297 
10/2014...  26982  31726  35432  64985 
 
Quarterly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

04/2013  35600-28110 35775-28300 38520-32885 
07/2013  34030-23850 36800-27200 38260-31600 
10/2013  36665-28445 37925-31075 37950-32885 
 

2ND QUARTER '2013 MOMENTUM INDICATORS HLC 38235 33573 36091 
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MONTHLY LEVEL 

 

MONTHLY REVERSAL SYSTEM 

At this time, the Major Monthly Bearish Reversals are 30345, 26490, followed by 14100, 13950 

12620 and 12475. Hence, only a monthly closing below 30345 will signal that a sharp 

downtrend could unfold near-term. On a short-term basis, our Minor Monthly Bearish 

Reversals are found at 31035 and 30600, with additional reversals at 27200 and 19850. 

Consequently, only a monthly closing below 31035 will signal that an immediate downtrend 

should unfold thereafter.  

On the Major level of our Reversal System, the Monthly Bullish Reversals exist at 45020 and 

45335. Thus, only a monthly closing above 45020 will signal that an immediate uptrend should 

unfold thereafter. Immediately, our Minor Monthly Bullish Reversals exist at 39390 and 39895. 

Thereupon, only a monthly closing above 39390 will signal that an immediate uptrend should 

unfold thereafter.  
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Monthly Reversals 

Major Bullish  45020 45335  

Minor Bullish  39390 39895  

Major Bearish  30345 26490 14100 13950 12620 12475  

Minor Bearish  31035 30600 27200 19850  

 

 

MONTHLY COMPUTER RECOMMENDATION 

On the Monthly level of our model we remain SHORT 4 positions. The last SHORT position was 

taken on the close of 04/2013 at 31875. We would look to add another position by selling a 

Monthly close below 31035. We would look to COVER all outstanding SHORT positions by 

buying a Monthly close above 37025 and simultaneously REVERSING into a LONG position. We 

would look to buy back our short positions in the 28500-27200 area. From a timing perspective, 

you may want to consider taking profit if new lows are established during 07/2013, 08/2013, 

12/2013 or 02/2014. 
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MONTHLY TIMING 

Looking at our empirical models, the ideal targets for the turning points in COPPER are 07-

08/2013, 10-11/2013, 01-02/2014, 03-04/2014 and 05/2014.  

Employing composite cycle analysis, the key months ahead for a turning point in COPPER will be 

04/2014 and 06/2014. 

 

Our Directional Change models indicate that turning points are due the months of 11/2013, 

12/2013, 01/2014 and 03/2014. Our Panic Cycle Models suggest that higher volatility is due the 

month of 01/2014. 

Monthly Turning Points:  

(07-08/2013), (10-11/2013), 01-02/2014, 03-04/2014, (05/2014) 
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MONTHLY TECHNICAL OUTLOOK 

RESISTANCE: 39405 49789 

SUPPORT: 28259 23355 

 

TABLE #3 

Monthly Technical Projections 

06/01...  23820  26768  30215 38855  50038 

07/01...  23510  26300  30299 38580  50162 

08/01...  23201  25832  30382 38305  50287 

09/01...  22891  25365  30466 38030  50411 

10/01...  22582  24897  30550 37755  50535 

11/01...  22272  24429  30634 36480  50411 

12/01...  21963  23962  30718 35205  50287 

 

Monthly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

06/2013  37725-33415 38550-33805 41495-35500 

07/2013  35155-30570 37925-32380 38460-34525 

08/2013  35500-30510 35500-33475 40050-33805 

 

MONTHLY PATTERN RECOGNITION 

According to our pattern recognition models we see that a possible outside reversal may be 

due and in 08/2013 and 11/2013. 

JUNE MOMENTUM INDICATORS HLC 34691 31628 32940  
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WEEKLY LEVEL 

 

WEEKLY REVERSAL SYSTEM 

At this time, the Minor Weekly Bearish Reversal is 30010. Consequently, only a weekly closing 

below 20010 will signal that a further decline is likely. Our model suggests that the Major 

Weekly Bearish Reversals resides at 29955, 28445, 26500, 26245, 24165, 21345, and 20600. 

The 26500 Weekly Bearish Reversal is a Double warning that this is the critical area of support. 

On a long-term basis, our Reversal System indicates that our Major Weekly Bullish Reversals are 

41320 42055 44420 45250. Our model also highlights Minor Weekly Bullish Reversal standing at 

34710, 35500, 37565, 37860, 38485, 38590 and 39175. Thus, only a weekly closing above 34710 

will signal that an immediate uptrend should unfold thereafter. Such a closing would warn that 

traders should prepare for a potentially important change in trend. Eventually, an election of 

our Monthly Reversals will be the final confirmation that such a major change in trend has 

developed.  
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Weekly Reversals 

Major Bullish  41320 42055 44420 45250  

Minor Bullish  34710 35500 37565 37860 38485 38590 39175 

Major Bearish  29955 28445 26500 26245 24165 21345 20600  

Minor Bearish  30010 

 

 
 

WEEKLY COMPUTER RECOMMENDATION 

On the Weekly level of our model we remain SHORT 4 positions. The last SHORT position was 

taken on the close for the week of 04/15 at 31485. We would look to add another position by 

selling a Weekly close below 31060. We would look to COVER all outstanding SHORT positions 

by buying a Weekly close above 35500. We would REVERSE into a LONG position on a weekly 

closing above 37860.  
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WEEKLY TIMING 

The primary target on an empirical basis for the turning points ahead are the weeks of 06/17, 

07/08-15, 07/29-08/05, and 08/12.  

 

Our Directional Change models indicate that a turning point is due the week of 06/10. Our Panic 

Cycle Models targets the week of 07/01. Our volatility targets are the weeks of 07/01, 07/29, 

and 08/19. 

Weekly Turning Points:  

 (06/03), 06/17, (07/01), 07/08-07/15, 07/29, 08/12 

                   

WEEKLY TECHNICAL OUTLOOK 

RESISTANCE: 35847 39859 3774591 

SUPPORT: 41869 37746 32351 31509 

 

TABLE #4 

Weekly Technical Projections 

06/03...  31686  34870  41034 

06/10...  31664  34772  41057 

06/17...  31641  34674  41081 

06/24...  31619  34577  41105 

07/01...  31596  34479  41129 

07/08...  31574  34381  41153 

07/15...  31551  34283  41177 

 

Weekly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

06/03  34680-30510 35265-32355 36175-33150 

06/10  34650-32650 35500-32660 36435-33900 

06/17  33805-32355 34950-32570 35175-33310 

 

 

WEEK OF 06/03 MOMENTUM INDICATORS HLC 33705 32528 33016 
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n 1819, there was a new Siberian metal known as platinum. At first, platinum was observed 
only as minor inclusions in rocks. It was interesting, but not yet ready for currency use. 
Eventually, richer deposits were discovered in 1824 and mining began in 1825. These 

discoveries prompted the search for platinum and it was revealed along the riverbeds. In 1826, 
P. G. Sobolevsky invented an easy way of processing platinum and the idea that platinum might 
serve as a resilient currency resistant to wear emerged. On April 24th, 1828, a decree was 
issued that stated "among the treasures of the Ural Mountains also occurs platinum, which 
priory was located almost exclusively in South America. For easy sale of this precious metal, it 
is desirable to introduce it in coins" and platinum coins were authorized. Minting began with 3-
ruble coins in 1828 with 6-ruble coins being added in 1829 followed by a 12-ruble coin in 1830.
The production was impressive with 1,371,691 3-ruble coins, 14,847 6-ruble coins, and 3,474 
12-ruble coins. 

I
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About two billion years ago, when life 
on Earth was perhaps still only simple 
bacteria, a huge meteorite hit the 
Earth's North American parts. This was 
the earliest known meteorite impact 
on record. Meteorites are sometimes
the product of a supernova, formed by 
a huge explosion of the planet, where 
it contains a wealth of platinum. 

The earliest known use of platinum 
dates to an Egyptian funeral about 1200BC. The Egyptians imported gold from the Nubia 
(Gunubiya) kingdom, which is a region along the Nile River, located in northern Sudan and 
southern Egypt. There were traces of platinum contained within the gold. The Egyptians used a 
mixture of the metal containing some platinum in manufacturing jewelry and decorations. 
However, it is uncertain whether they were conscious of their use of platinum or was it merely 
incidental. 

Shepenupet II was an Ancient Egyptian princess of the 25th dynasty and the Divine Wife 
(Adoratrice) of Amun from around 700 BC to 650 BC. She had been buried in a huge 
sarcophagus, adorned with gold and platinum hieroglyphics. Inside her grave was discovered a 
platinum jewelry box. A small strip of native platinum was set on the surface of a box among 
many hieroglyphic inscriptions, which were made of gold on one side and of silver on the other. 
This discovery about 1901 of platinum was submitted by the Keeper of Egyptian Antiquities in 
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the Louvre where the box is located. It was submitted for examination by the French scientist 
Marcelin Berthelot, who found that one of the characters on the side having hieroglyphics in 
silver differed considerably from the others. Upon close examination, what emerged was a 
metal that possessed "a very singular resistance to attack" (Academic des Sciences). Berthelot
believed the metal was "surpassing that of gold or of pure platinum" viewing that it must have 
been a complex alloy containing several of the metals of the platinum group. Nevertheless, the 
metal had been hammered out in the same way as other metals, not melted and poured. 
Therefore, the existence of platinum in this context does not support the fact that it was 
knowingly used rather than perhaps just being mistaken for silver. 

Platinum appears in jewelry about 100 BC particularly in 
Ecuador. Artisans of the La Tolita culture, living in 
Ecuador region on the border between Colombia and 
Ecuador were near one of the platinum rich alluvial 
deposits in the world. They began using platinum alloys 
in their jewelry. This was quite an amazing 
accomplishment.

A number of artifacts are known such as masks, 
pendants, nose rings, and earrings all with platinum 
parts that were deliberately separated from other 
metals to create a form of white metal. This is truly an 
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intriguing accomplishment given that the melting point of platinum lies at 3221.6 °F (1772.0 °C). 
Clearly, they were able to master this task. Paul Bergsoe (1872-1963), a Danish engineer, 
conducted: detailed: experiments: on: Indian: platinum:objects: in: the: 1930's: and:wrote: in: “The:
Metallurgy and Technology of Gold and platinum among the Pre-Columbian:Indians”:(.merican:
Antropologist volume 40, issue 1):

"The small grains of platinum were mixed with a little gold dust and small portions 
placed upon a piece of wood-charcoal. When the gold runs it will coat the grains of 
platinum with gold. The grains are simply “soldered” together. If the piece is now 
further heated by means of the blow-pipe, let us say, the following will take place: a 
portion of the fused gold permeates the platinum and simultaneously a little of the 
latter is dissolved in the molten gold. This mixture of gold and platinum can now 
withstand a light blow of the hammer, especially when hot. By alternately forging and 
heating it is possible gradually to build up a homogeneous mixture. All the specimens 
found are small, which is natural, since they cannot be larger if they are to be exposed 
to the maximum degree of heat that can be produced from a bit of charcoal and a 
blowpipe."

Obviously, the artisans could use this technique to create a platinum alloy for constructing
small solid objects. However, they appear to have also used the sintered platinum alloy to 
create foils. The acquired thin sheets of platinum were then used to plate gold objects by 
hammering and heating them onto the pre-formed gold. Nonetheless, after this period, 
platinum seems to have vanished from human history for two thousand years until European 
explorers discovered the New World. 

Spanish conquistador Navy Captain Anthony Garcia about 1590 saw no value in platinum and 
ordered it to be thrown back into the rivers of Ecuador so that it would "mature". It was then 
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believed that platinum was like a fruit growing from silver into gold and was thus is some in 
between state. By the end of the 17th century the Spanish had discovered the gold deposits of 
present day west Columbia and in doing so ran into the native platinum. Completely oblivious 
to the advances achieved by the Indians in the field of platinum alloy production/ The Spanish 
conquistadors labeled platinum 'little silver', which was a derogatory name "platina", 
diminutive of "plata", silver. The new metal was found in large placer deposits during the 16th-
century Spanish conquest of South America and it was called "platina del Pinto" after the Rio 
Pinto, Columbia. At first, platinum was dismissed as being a valuable metal because it would 
not melt with any of their known methods. Records of mines closing due to the presence of 
'platina di Pinto' show that platinum was a nuisance to the 
Spanish gold miners who considered it a contamination 
they were unable to get rid of.

In 1741, an English ironmaster named Charles Wood (1702–
1774) obtained some Columbian native platinum. He 
passed the samples on to his brother-in-law; William 
Brownrigg (1711–1800) was a doctor and scientist, in 
England. Brownrigg conducted some experiments and 
finally introduced the metal to the members of the Royal 
Society in 1750 where it was recognized as the eighth metal 
alongside the traditionally known metals: Gold, Silver, 
Copper, Iron, Tin, Lead and Mercury. Therefore, by the 18th 
century, platinum begins to resurface as alchemy began to 
experiment with platinum as it started to enter Europe. 
Soon, platinum became rather fanatical within alchemy for 
it was then viewed as an extremely important ingredient due to its special chemical properties. 

In 1751, the Swedish scientist Carl Fredrik Scheffer (1715-
1786) classified platinum as a precious metal. Soon after, 
platinum emerged as the royal favorite.  

In 1758, the French Professor in Chemistry, Pierre-Joseph 
Macquer (1718-1784), who had an interest in solving 
unusual problems and was also involved in practical 
applications, to medicine and industry, as well as the 
French development of porcelain. Macquer had a huge 
burning mirror built in order to attempt the melting of 
platinum, which was successful yet not practical. Several 
attempts, with small buttons of malleable platinum as an 
outcome, took place over the next twenty years, almost 
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all in or around Paris by various scientists. 
None of these men were able to produce 
workable platinum in any significant quantities 
though.

Pierre Francois Chabaneau (1754-1842), a 
Frenchman who in 1781 was teaching physics in 
Spain at a seminary near San Sebastian. Shortly 
after 1783, Chabaneau took the chair of 
Chemistry and made the production of 
malleable platinum his main priority. In 1786, 
after just three years, he had developed a very 
successful method. The King of Spain ordered 
secrecy of the process and gave Chabaneau a 
laboratory devoted to the refinery of platinum. 
The output of Chabaneau's laboratory became 
so large that the period from 1786 until the 
French Invasion in 1808 is called the Platinum 
Age in Spain. In 1788, the Spanish King Carlos 
III (b 1716; 1759 to 1788) ordered the making of 
an ornate platinum chalice, that he then 
presented to Pope Pius VI (b 1717; 1775–1799).  

During the 1780s, the French King Louis XVI (1754–1793; king 1774-1791) announced that 
platinum is the only metal fit for a king. We find that Louis XVI ordered made platinum objects 
of great beauty. The artisan was a French court jeweler, Marc Etienne Janety (c. 1750 - c. 1823), 
was also working with platinum. In 1786 he crafted a sugar bowl out of platinum for Louis XVI. 

Janety used a different method than 
Chabaneau: the arsenic process. 
Platinum alloys with arsenic at low 
temperatures. From the molten 
platinum-arsenic mix a brittle, solid 
bar could be cast. Further heating in 
stages could then be applied to drive 
off the arsenic, producing a pure 
platinum bar, which he then could 
forge into shape. 

The French Revolution (1789-1799), followed by the Napoleonic Wars (1803-1815) completely 
disrupted scientific advances in France and Spain. Only after the Napoleonic Wars do we see an 
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explosion in the demand for platinum. The mid-Late 
1800′s: saw Platinum Mania spread across Europe & 
Russia, as kings, queens, tsars and maharajas all bedecked
themselves to the point they even created platinum 
thread. The Spanish king Carlos IV (b 1748-1819; king 
1788-1808) commissioned creation of a “Platinum Room”
at the Royal Palace in Aranjuez. The room featured 
hardwood decoration encrusted with platinum. In Russia, 
Gustav Fabergé (1814–1893) crafted in platinum as well. 
Pictured here is a gift for Tsar Nicholas II's mother that 
was crafted in platinum and diamond-studded containing 
a  statue of the tsar's father Alexander III.

Platinum became the rage in Russia. The 
Platinum Mania that exploded during the mid-
1800s was caused by the discovery of platinum 
in Russia. Before 1820, Colombia was the only 
known source of platinum. As production began 
to decline, deposits were by chance discovered 
in the Ural Mountains of Russia. Russia now 
emerged as the principal source of platinum for 
the next 100 years.

Pictured here is an imperial presentation 
pendant, in the form of a crowned heart made in 

platinum studded in diamonds, featuring the 
portraits of Grand Duke Vladimir and his wife 
Grand Duchess Maria Pavlovna that was made 
for their 30th year marriage anniversary in 1904. 

Also pictured here is an amazing Faberge 
Platinum necklace with emeralds and diamonds. 
The use of platinum in jewelry for royals at this 
time was simply decadent and widespread. We 
find platinum being used in jewelry even in India.
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In the 19th-century, scientific and technological progress 
was expanding further. The output of platinum was 
beginning to appear in sufficient quantity to make it a more 
viable commodity. Something that is so rare prevents the 
development of demand. It requires a rise in demand that 
inspires the expansion of supply. Whenever gold rises in 
value making it profitable to explore and mine, then a 
dramatic expansion in gold mines appear.

During 1802, William Hyde Wollaston (1766-1828) had 
developed refining of platinum and discovered palladium. In 
1804, Wollaston then discovered the “platinum:group”:that:
also includes rhodium, iridium and osmium, which is also 
known as the noble metals (Ru Rh Pd Re Os Ir Pt Au). Meanwhile Wollaston perfected a method 
of producing malleable platinum. 

Sir William Robert Grove (1811–1896) was a Welsh judge and physical scientist who anticipated 
the general theory of the conservation of energy. Grove was a pioneer of fuel cell technology.
He studied the catalytic properties of platinum and in 1842 devised the very first fuel cell using 
platinum electrodes.

In England, Percival Norton Johnson (1792-1866) was one of the founders of Johnson Matthey, 
the United Kingdom's largest precious metals business. Johnson began work on refining the 
platinum group metals. He took as his apprentice in 1838 George Matthey (1825-1913), a 
stockbroker, and this collaboration gave birth to the partnership of Johnson and Matthey in 

1851. Johnson’s:expertise:in:refining:earned:his:business:
the appointment of Assayer to the Bank of England in 
1852. Johnson Matthey perfected the techniques of 
separation and refining of platinum group metals as well 
as the melting and casting of pure and homogeneous 
ingots. Matthey went on to create the standard metre in 
platinum and iridium. On April 3rd, 1879, Matthey, then 
the senior partner after the death of Johnson, read a 
paper on platinum refining was to the Royal Society. 
Johnson Matthey & Co. Limited emerged as the main 
refiner.
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In Canada in 1888, platinum was discovered in 
the nickel-copper ores of Ontario. With the 
Russian Revolution in 1917, platinum supplies 
vanished. Fortunately, between the end of the 
First World War and the 1950s, Canada became 
the world's major source of platinum supply. In 
1924, a farmer in the Transvaal province of 
South Africa discovered several nuggets of 
platinum in a riverbed. This led to the hunt for 
platinum in South Africa where Hans Merensky 
(1871-1952) a noted geologist, prospector, 
scientist, conservationist and philanthropist who 
discovered largest platinum mines in the world. 
Merensky also discovered the rich deposit of 
alluvial diamonds at Alexander Bay in 
Namaqualand, vast platinum and chrome reefs 
at Lydenburg, Rustenburg and Potgietersrus, 
which led to some of the phosphates and copper at Phalaborwa in the Transvaal lowveld. He 
also:discovered:gold:in:the:Free:State:and:the:world’s:biggest:chrome:deposit:at:Jagdlust:near:
Pietersburg. His platinum discoveries included two deposits each of around 100 kilometres in 
length. These became known as the Bushveld Igneous Complex and its mines today provide 
three quarters of the world's platinum output.

Platinum mine production has grown continuously since the Second World War in response to 
the development of new applications for the metal. One of the principal new uses of platinum 
was in the petroleum industry, where platinum catalysts were introduced to increase the 
octane rating of gasoline and to manufacture important primary feedstocks for the growing 
plastics industry. The demand for platinum in jewelry had risen once again and China - today 
the world's biggest single market for platinum jewelry do far in the 21st century. 

In 1974, with its new regulations on air quality, the United States inaugurated the era of 
the catalytic converter for automobiles, is a technology that uses platinum group metals to 
convert the noxious gases in vehicle exhausts into harmless substances. Use of catalytic 
converters has spread worldwide and since its introduction has prevented over 12 billion tons 
of pollution from entering the earth's atmosphere.
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During the 1980s the rapid increase in the value 
of precious metals, including platinum, gave 
rise to the production of a variety of bars and 
coins, many of them collectable items, to meet 
demand for platinum as a new 
physical investment product. 

Palladium has a history that is tied with that of 
platinum, with which it is found, and with which 
it is also associated as a member of the platinum 
metals group. “Native: platinum”: refers: to: the:

natively occurring platinum, which is not actually pure platinum at all, but rather a natively 
alloyed mix of platinum group metals that includes palladium. Palladium was not separated 
from platinum for quite some time after the discovery of native platinum, so the early history of 
palladium tends to be a shared one.

Palladium was discovered by the British chemist William Hyde Wollaston in 1804. It took nearly 
two:centuries:for:palladium’s:significance:to:be:recognized. Palladium has played an important 
role in the fight against global pollution. Nonetheless, Wollaston succeeded in isolating 
palladium from platinum by dissolving native platinum in aqua regia (a mixture of hydrochloric 
and nitric acid). He named it after “Pallas”, the ancient Greek goddess of wisdom whose name 
had also been recently lent to the second asteroid ever discovered.SERIA
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WARNING 
THE FOLLOWING SECTIONS WERE WRITTEN BY THE 

COMPUTER WHICH HAS NOT YET BEEN FULLY TESTED. 

ANY TRADING POSITIONS IT STATES HAS TAKEN ARE 
HYPOTHETICAL AND DO NOT REPRESENT ACTUAL 

TRADING. 
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ur long-term view in Spot Platinum recognizes that the current broader trend 
remains bullish since this rally began from the 1971 low at 96.00. Platinum has 
yielded a very choppy pattern. The highest yearly closing first became 2007 and 

2008 was a wild ride forming the intraday high and low. Platinum then regrouped and rally to 
score its highest yearly closing in 2010. Then 2011 produced an outside reversal to the 
downside even closing beneath the 2010 low. 

Ideally, we have a turning point showing up in 2014 and if this produces a low, then a rally does 
appear to be on the horizon going into 2016. A low in 2014 would be implied by a year-end 
closing below 1454.00 for 2013. The 2015 target year will be a Directional Change so it is 
possible that this produces a reaction high if it failed to close at year-end at least above 1520 
and preferable above 1780. A year-end closing for 2015 beneath 1520 would imply a 
resumption of the decline thereafter into 2016 followed by a reversal in trend into 2018.  

We do have three Directional Changes due in 2013, 2014, and 2015 with our short-term models 
pointing to 2016 as a key turning point. Whether 2016 produces a high or a low is still not clear. 
It may require the early pattern development in 2014 before we can be certain about 2016. If it 
is a low, then the bulk of any decline will still be right here near-term going into 2014. If we 
elect Bullish Monthly Reversals coming out of 2014, then 2016 will produce a major industrial 
commodity high. The pivot point for 2014 will be the 134000 level. The Yearly Bearish Reversal 
lies at 83800 followed by the critical level at 75200. Clearly, it will require an annual closing 
beneath 75200 to reverse the bullish trend into a bear market long-term. This does not appear 
likely in the years ahead. Still, this defines where the extreme support lies. 

SERIA
L N

o. 
14

25
8



16 

YEARLY LEVEL 

Currently in PLATINUM on the Yearly level, short-term momentum indicators are neutral. 
Short-term trend, on the other hand, is in a bearish posture. As far as the Yearly, we find that 
the intermediate indicators are bullish. This suggests that the 84700 level is where intermediate 
support will be found this year. On the broader perspective, the Cyclical Strength Model is 
currently bullish. Everything on the long-term models, including momentum and trend, is still in 
the bullish mode on the Yearly level. Therefore, support appears to rest under the market at 
the 84700-83800, 75500, and 58900 levels. Resistance will be found residing above the market 
at 174150, 181300, and 210040 followed by the 2008 high at 230000.  

YEARLY REVERSAL SYSTEM 

At this time, the Major Yearly Bearish Reversals are 83800, 75600 and 75400. As a result, only a 
yearly closing below 83800 will signal that an immediate downtrend could unfold leading to a 
renewed bear market ahead. It should be noted that one key reversal appears to be very 
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important. We see that a yearly closing beneath 75400 may signal that a serious sell-off is likely 
to follow thereafter. 

Looking at our Reversal System, we show that the Major Yearly Bullish Reversals stands at 
18128. Obviously, only a yearly closing above 18128 will signal that an immediate uptrend 
should unfold thereafter.  

Yearly Reversals 

Major Bullish  18128  
Major Bearish  83800 75600 75400  

YEARLY COMPUTER RECOMMENDATION 

On the Yearly level of our model we remain LONG 5 positions. The last LONG position was taken 
on the close of 2009 at 147100. Our general target objective would be to hold current positions 
as long as the previous MAJOR LOW of 32950 is not penetrated intraday. We would look to 
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COVER all positions using an MIT just below the 229900 price level. We would reenter a long 
position by buying a Yearly close above 229900. We would use a PSXCO at 98000 on a Yearly 
closing basis. Reversing into a short position should be considered if 98000 is penetrated on a 
closing basis. From a timing perspective, you may want to consider taking profit if new highs are 
established during 2018, 2019, 2022 or 2025.  

YEARLY TIMING 

On our empirical models, the ideal primary target for the next key cyclical turning point will be 
2014 followed by 2016 with 2018 thereafter. With three Directional Change targets in 2013, 
2014, and 2015, there is likely to be some confusing choppiness. Employing our long-range 
composite cycle analysis, the key years for a turning point in PLATINUM will be 2025 and 2037. 
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Our Directional Change models indicate that turning points are due the years of 2013, 2014 and 
2015. Our Panic Cycle Models suggest that higher volatility is due the year of 2023. However, 
volatility should rise sharply come 2017 and then again in 2019-2020 lining up with the ECM. 

Yearly Turning Points:  
2014, 2016, 2018, (2021-2022), (2024) 

YEARLY TECHNICAL OUTLOOK 

RESISTANCE: 153460 
SUPPORT: 35872 11032 

TABLE #1 
Yearly Technical Projections 
2013::78633:120188:166200:307955:365910
2014...  81800 122500 153460 314040 376920 
2015...  94967 124812 140720 320125 387930 
2016...  88133 127125 127980 326210 398940 
2017...  91300 129438 115240 332295 409950 
2018...  94467 131750 102500 338380 420960 
2019...  97633 134062   89760 344465 431970 
2020...100800 136375   77020 350550 442980  

Yearly Indicating Ranges 
Date      Momentum    Trend   Long-Term 

2014  90800-40100 134760-44300 151500-63450 
2015  137850-43800 145600-47050 174200-57100 
2016  134760-38810 137460-54000 174400-58550 

2014 MOMENTUM INDICATORS HLC 180093 136690 148466 
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QUARTERLY LEVEL 

QUARTERLY REVERSAL SYSTEM 

At this time, the Major Quarterly Bearish Reversal is 81050. Therefore, only a quarterly closing 
below 81050 will signal that an immediate downtrend could retest long-term support. 
Presently, the Minor Quarterly Bearish Reversals are found at 127150 and 76100. Thereupon, 
only a quarterly closing below 127150 will signal that continued downtrend should unfold 
thereafter.  

Presently, our Reversal System indicates that the Major Quarterly Bullish Reversal is standing at 
231910. Thus, only a quarterly closing above 231910 will signal that a immediate uptrend 
should unfold thereafter. Immediately, our Minor Quarterly Bullish Reversals exist at 168340 
and 187320. Thereupon, only a quarterly closing above 168340 will signal that a immediate 
uptrend should unfold thereafter.  
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Quarterly Reversals 

Major Bullish  231910  
Minor Bullish  168340 187320  
Major Bearish  81050  
Minor Bearish  127150 107930 99050 76100  

QUARTERLY 

COMPUTER RECOMMENDATION 

On the Quarterly level of our model we remain LONG 1 position. The last LONG position was 
taken on the close of the 2nd Quarter '2013 at 133990. Our general target objective would be 
to Sell a rally at 165950. We would reenter a long position by buying a Quarterly close above 
174350. We would use a PSXCO at 127100 on a Quarterly closing basis OCO with a IDPSX at 
126950. Reversing into a short position should be considered if 127100 is penetrated on a 
closing basis. From a timing perspective, you may want to consider taking profit if new highs are 
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established during the 3rd Quarter '2013 or 1st Quarter '2014.  

QUARTERLY TIMING 

According to our empirical models, the ideal primary target for the next turning point on the 
quarterly level remains 4th quarter 2013 followed by the 1st quarter 2014 and the 4th quarter 
2014. Thereafter, we will see major turning points in the 3rd quarter 2015 and 2nd quarter 2016. 

Our Directional Change models indicate that turning points are due the quarters of 4th quarter 
2013, 3rd quarter 2014 and 1st quarter 2015. Our Panic Cycle Model targets the 1st quarter 2016 
and higher volatility is due the 3rd quarter 2014, followed by the 3rd to 4th quarters of 2015. 

Quarterly Turning Points:  
10/2013, (01/2014), 10/2014, (01/2015), 07/2015, (10/2015), 04/2016           SERIA
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QUARTERLY TECHNICAL OUTLOOK 

RESISTANCE: 169289 256320 
SUPPORT: 100383 83100 36032 

TABLE #2 
Quarterly Technical Projections 
07/2013...  36032  83100  10038  16928  25632 
10/2013...  36032  83490  10168  16644  25743 
01/2014...  36032  83880  10298  16359  25853 
04/2014...  36032  84270  10428  16074  25964 
07/2014...  36032  84660  10558  15790  26075 
10/2014...  36032  85050  10688  15505  26186 
01/2015...  36032  85440  10818  15221  26297 

Quarterly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
07/2013  151910-111800 167550-127990 173850-138530 
10/2013  154310-125220 166850-136350 172060-138260 
01/2014  160720-123490 163300-129600 173850-140000 

3RD QUARTER '2013 MOMENTUM INDICATORS HLC 169810 145273 148563 
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MONTHLY LEVEL 

MONTHLY REVERSAL SYSTEM 

On a long-term basis, our Reversal System indicates that our Major Monthly Bullish Reversals 
are 209650 and 223490. Hence, only a monthly closing above 209650 will signal that an 
immediate uptrend should unfold thereafter. Our model currently shows that the Minor 
Monthly Bullish Reversals are 154270, 157860, 161910 and 170680. Our model additionally 
provides Minor Monthly Bullish Reversals at 173900, 175340 and 185270. Consequently, only a 
monthly closing above 154270 will signal that an immediate uptrend should unfold thereafter.  

At this time, the Major Monthly Bearish Reversals are 81410, 81050, 76050 and 57000. 
Thereupon, only a monthly closing below 81410 will signal that an immediate downtrend could 
become more serious in the near-term. On our near-term system models, the Minor Monthly 
Bearish Reversal resides at 116310, with additional reversals at 132300 and 103510 followed by 
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95670 and 90800. Therefore, only a monthly closing below 132300 will signal that an 
immediate downtrend should unfold thereafter whereas a monthly closing beneath 103510 will 
be the critical sell signal.  

Monthly Reversals 

Major Bullish  209650 223490  
Minor Bullish 154270 157860 161910 170680 173900 175340 185270 

Major Bearish  81410 81050 76050 57000 
Minor Bearish  132300 116310 103510 95670 90800 

MONTHLY COMPUTER RECOMMENDATION 

On the Monthly level of our model we remain SHORT 2 positions. The last SHORT position was 
taken on the close of 04/2013 at 150940. Our general target objective would be to COVER 
between 135000-132000. We also see a technical objective for profit taking at the 103520 level. 
We would look to add another position by selling a Monthly close below 132300. We would 
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look to COVER all outstanding SHORT positions by buying a Monthly close above 154270 and 
REVERSING into a LONG position on a Monthly closing above 162000. From a timing 
perspective, you may want to consider taking profit if new lows are established during 07/2013, 
08/2013, 12/2013 or 02/2014.  

MONTHLY TIMING 

Looking at our empirical models, the ideal primary target for the next turning point will be 08-
09/2013 followed by 11/2013, 01/2014, and then 03/2014. Using a composite of a variety of 
timing intervals long-term, the key months for a turning point in PLATINUM will be 12/2014 
and 04/2015. 
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Our Directional Change models indicate that turning points are due the months of 11/2013, 
12/2013, 02/2014 and 03/2014. Our Panic Cycle Models suggest that higher volatility is due the 
month of 03/2014. Higher volatility should be expected in 08/2013, 10/2013, 01/2014, 
03/2014, and then 05-06/2014. 

Monthly Turning Points:  

08/2013, (09/2013), 11/2013, 01/2014, 03/2014 

MONTHLY TECHNICAL OUTLOOK 

RESISTANCE: 134777 169377 
SUPPORT: 88704 51882 

TABLE #2 

Monthly Technical Projections 

07/01...  51882  88704  13477  16937 
08/01...  51882  86466  13477  16840 
09/01...  51882  84228  13477  16742 
10/01...  51882  81991  13478  16644 
11/01...  51882  79753  13478  16546 
12/01...  51882  77516  13478  16449 
01/01...  51882  75278  13478  16351 

Monthly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
07/2013  160370-137460 174220-138530 174450-150930 
08/2013  155390-137850 161910-143010 166900-149380 
09/2013  156360-129600 160370-137460 170470-138270 

JULY MOMENTUM INDICATORS HLC 155513 136690 143630 SERIA
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WEEKLY LEVEL 

WEEKLY REVERSAL SYSTEM 

At this time, the Major Weekly Bearish Reversal is 76500. Thereupon, only a weekly closing 
below 76500 will signal that a long-term downtrend could develop. Otherwise, the Minor 
Weekly Bearish Reversal resides at 133610, with additional reversals at 130510, 129970, 
126640, 120530, 118500, 116150, 115250, 109200, 107110, 103700, and 78300. Thus, only a 
weekly closing below 133610 will signal that an immediate downtrend should unfold thereafter.  

According to our Reversal System model, the Major Weekly Bullish Reversals stand at 138160, 
149600, 153920 and 155400. Our model also highlights Weekly Bullish Reversals above the 
market at 175500, 182210, 184330 followed by 188820. Accordingly, only a weekly closing 
above 138160 will signal that an immediate uptrend should unfold thereafter. Such a closing 
would warn that traders should prepare for a potentially important change in trend. Eventually, 
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an election of our Monthly Reversals will be the final confirmation that such a major change in 
trend has developed.  

Weekly Reversals 

Major Bullish  138160 149600 153920 155400 175500 182210 184330 188820  
Major Bearish  76500  
Minor Bearish  133610 130510 129970 126640 120530 118500 116150 115250 109200  

              107110 103700 78300 

WEEKLY COMPUTER RECOMMENDATION 

On the Weekly level of our model we remain SHORT 5 positions. The last SHORT position was 
taken on the close for the week of 06/17 at 136950. We would look to add another position by 
selling a Weekly close below 146800. We would look to COVER all outstanding SHORT positions 
by buying a Weekly close above 159340 and simultaneously REVERSING into a LONG position. 
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From a timing perspective, you may want to consider taking profit if new lows are established 
during the weeks of 07/15, 08/12 or 08/26.  

WEEKLY TIMING 

The primary target on an empirical basis for the next major cycle turning point seems to be the 
week of 05/15 followed by the weeks of 07/29, 08/05-12, and 09/02.  The key week for a 
turning point will be 09/02. 

Our Directional Change models indicate that a turning point is due the week of 06/24 while out 
Panic Cycle targets the week of 08/05. We should see rising volatility starting the week of 07/22 
and again during the week of 09/02.  

Weekly Turning Points:  

07/22, 07/29, 08/05-12, 09/02 
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WEEKLY TECHNICAL OUTLOOK 

RESISTANCE: 169642  185240 

SUPPORT: 127363  97412

TABLE #4 

Weekly Technical Projections 

07/01...  97412  12736  16964  18524 
07/08...  96939  12669  16941  18540 
07/15...  96467  12603  16918  18556 
07/22...  95994  12536  16895  18572 
07/29...  95521  12470  16872  18588 
08/05...  95048  12403  16849  18605 
08/12...  94576  12337  16826  18621 

Weekly Indicating Ranges 

Date      Momentum    Trend   Long-Term 

07/01  151110-143900 151910-144520 158250-148460 
07/08  153920-133230 155100-145420 156000-145660 
07/15  148800-129600 151110-137460 162830-138160 

WEEK OF 07/01 MOMENTUM INDICATORS HLC 144896 135576 138560 
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Palladium is distinctly in a different trend than the other precious metals. Sales from Russian 

inventories, while a state secret, will slip perhaps nearly 70% to 250,000 ounces this year. This 

is likely to deplete most of the remaining reserves. Even when looking at recycling, here too we 

are likely to see a collapse to about 2.24 million ounces compared to 1.83 million ounces of 

platinum. This is demonstrating that prices for palladium are likely to advance countertrend to 

platinum, silver, and gold. 

Norilsk:Nickel,:the:world’s:largest:palladium:producer,:has:reported:that:it:expects:the:shortage:

of palladium to increase by 25 percent in 2013. With the economy as it is, only higher prices will 

spark further exploration.  We are likely to see an actual shortfall of at least 1 million ounces in 

2013 with the economy in this depressed state. Norilsk itself has forecast a reduction in 2013 

palladium production from between 2.63 and 2.64 million ounces from 2.73 million ounces last 

year. In 2012 the palladium shortage was approximately 0.8 million ounces, and in 2013 this 

should surpass 1 million ounces. The decline in industrial demand for platinum has been 

marginally offset by the about 10% increase in jewelry usage and purchases through investment 

products.
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There has been a decline in Russian:government’s:palladium:reserves and a modest increase in 

investment demand. The: Gokhran: (Russian: Гохран),: the: State: Precious: Metals: and: Gems:

Repository, is a state institution under the Russian Ministry of Finance. This agency is 

responsible for the State Fund of Precious Metals and Precious Stones of the Russian 

Federation. It was:recently:reform:by:a:Government:Resolution:№1378:on:November:21,:1996:

It is responsible for the purchase, storage, sale, and use of precious metals, precious stones, 

jewelry, rocks, and minerals by the State Fund. However, the precise inventory remains a secret 

state. Gokhran currently operates under the Finance Ministry. It attempts to smooth-out the 

shortfall in supply. However, Gokhran's supplies on palladium are not that significant. Gokhran 

sold about 400,000 ounces of palladium last year. Palladium has been a gradually increasingly 

scarce metal that has been largely overlooked. This is separate and apart from the reserves of 

the Central Bank. Carmakers typically use more palladium for gasoline engines and more 

platinum for diesel types. Auto producers will increase the amount of palladium used in the 

devices this year by almost 8% to a record 6.48 million ounces. There is even a shortage 

developing of rhodium. Ruthenium consumption will decline by about 20% to a three-year low 

of 770,000 ounces as chemical purchases slow. Ruthenium is predominantly used for coating 

computer hard disks. Demand for iridium, typically used in spark plugs and for growing metal 

oxide crystals, should also decline by about 35% to a three-year low of 218,000 ounces. These 

declines are necessary in order to set up the commodities for a later bull run.
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Our long-term view takes into account that in NY PALLADIUM we may have a completely 
different chart pattern from the precious metal group. The high is 2001 and palladium far 
surpassed even gold. At that time, gold would have needed to reach 1846 to match the 
percentage advance over the 1980 high. Likewise, the low after the 1980 high came in 1982 
within the 2-year reaction rule. Unlike gold that declined for 19 years, palladium rallied from 
the 1982 low for 19 years into a major high. The highest yearly closing took place in 2000. 
Palladium then declined for the 3-year max reaction rule into 2003 and then rallied again for 7 
years achieving the high yearly closing in 2010. 

Looking ahead, we see 2014 and 2016 are key targets for turning points with 2015 presenting a 
directional change. This implies that 2014 and 2016 are more likely to produce opposite events 
rather that two highs or two lows. From 2016 into 2020, we see volatility rising with 2020 
presenting a Panic Cycle year.  Support lies at the 53500, 43100, 41000 and 31000 levels. Only a 
yearly closing beneath 38000 would imply a sharper decline becomes possible. However, only 
an annual closing beneath 17000 would signal a reversal in the broader uptrend.  
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YEARLY LEVEL 

This year in PALLADIUM, according to the system model, the immediate indications are bullish 
on the short-term momentum, while trend, however, is currently neutral on the Yearly level of 
activity. Intermediate indicators are yielding a neutral signal right now.  This is strongly 
suggesting that we must keep an eye on  97500 which is the intermediate resistance area. If 
exceeded with short-term both positive, then we would expect some follow through to the 
upside depending upon the Reversals. Intermediate support this year lies at the  42100 area. 
On the broader perspective, the Cyclical Strength Model is currently bullish. Everything on the 
long-term models, including momentum and trend, is still in the bullish mode on the Yearly 
level. This tends to suggest that the market is still in a positive mode insofar as the long-term is 
concerned. This current bearishness may prove to be short lived if the long-term indicators 
withstand any decline. Therefore, support appears to rest under the market at the 60785, 
38745, 16065, 16030, 12500, 10365, 6500, 2480 and 2350 levels. Resistance will be found 
residing above the market at, 80490.  
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YEARLY REVERSAL SYSTEM 

When we look at the Reversal System, we see that Minor Yearly Bearish Reversals are found at 
17615, 16030, 11505 and 9000, with additional reversals at 4690 and 2550. Therefore, only a 
yearly closing below 9000 will signal that a sell-off is likely to follow. Nonetheless, only a close 
below 9000 will suggest a reversal in long-term trend.  

According to our Reversal System model, the Major Yearly Bullish Reversal is standing at 
109100. Therefore, only a yearly closing above 109100 will signal that an immediate uptrend 
should unfold thereafter.  

Yearly Reversals 

Major Bullish  109100  
Major Bearish  17615 16030 11505 9000 4690 2550  

YEARLY COMPUTER RECOMMENDATION 

On the Yearly level of our model we remain LONG 4 positions. The last LONG position was taken 
on the close of 2009 at 40885. We would look to COVER all positions using an MIT at the 
107925 price level. We would reenter a short position selling at that level with an IDPBX at 
108690. We would look to COVER all outstanding LONG positions by selling a Yearly close below 
16030 and simultaneously REVERSING into a SHORT position. From a timing perspective, you 
may want to consider taking profit if new highs are established during 2015, 2016, 2017, 2018, 
2021 or 2023.  
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YEARLY TIMING

On our empirical models, the ideal primary target for the next key cyclical turning point will be 
2015 followed by 2017, 2019, 2021, and 2023-2024. Employing composite cycle analysis, the 
key years for a turning point in PALLADIUM will be 2028 and 2031. 

Our Directional Change models indicate that a turning point is due the year of 2015. Our Panic 
Cycle Models suggest that higher volatility is due the year of 2019. We see high volatility in 
2014 and 2019 and again in 2023. 

Yearly Turning Points:  
(2013-2014), 2015, 2017, 2019, 2021 
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YEARLY TECHNICAL OUTLOOK 

RESISTANCE: 76332 76332 82574 95368
SUPPORT: 29238

TABLE #1 
Yearly Technical Projections 

2013...  29238   82574   95368 152274 
2014...  30275  80363    99555 155872 
2015...  31312  78153  103740 159470 
2016...  32350  75943  107920 163068 
2017...  33388  73732  112110 166666 
2018...  34425  71521  116300 170264 
2019...  35462  69311  120490 173861 

Yearly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
 2013  42100-10365 60785-16030 80490-16065 
 2014  41000-10850 53745-14525 86995-18060 
 2015  44525-12445 55970-18295 73355-22400 

YEARLY PATTERN RECOGNITION 

If this year closes below 72093, then the upward momentum has been lost which implies that a 
temporary top is in place and a near-term retest of support should begin. 

2013 MOMENTUM INDICATORS HLC 80280 49486 72093 
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QUARTERLY LEVEL 

QUARTERLY REVERSAL SYSTEM 

Looking at the long-term level of our Reversal System, the Major Quarterly Bullish Reversals are 
82800 and a Double at 108400. Accordingly, only a quarterly closing above 82800 will signal 
that an immediate uptrend should unfold thereafter. Our model also highlights Minor Quarterly 
Bullish Reversal at 86370.  

Employing the Reversal System, our Minor Quarterly Bearish Reversals are found at 38200, 
32000, 22645 and 20500, followed by resides at 17750. Hence, only a quarterly closing below 
38200 will signal that a sell-off is likely to continue from here in the short-term. The Major 
Quarterly Bearish Reversals a 14250 and 13090 whereby only a quarterly closing beneath 14250 
would signal a bear market change in trend. 
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Quarterly Reversals 

Major Bullish  82800 108400
Minor Bullish  86370  
Major Bearish  14250 13090  
Minor Bearish  38200 32000 22645 20500 17750  

QUARTERLY COMPUTER RECOMMENDATION 

On the Quarterly level of our model we remain LONG 2 positions. The last LONG position was 
taken on the close of the 1st Quarter 2009 at 21880. Our general target objective would be to 
sell new high at 123000 level. We would look to COVER all positions using an MIT just below the 
123000 price level. We would use a PSXCO at 38150 on a Quarterly closing basis. Reversing into 
a short position should be considered if 38200 is penetrated on a closing basis.  
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QUARTERLY TIMING 

According to our empirical models, the ideal primary target for the next quarterly turning point 
will be the 3rd quarter 2013 07/2013 followed by 01/2014, 10/2014, 03/2015, and 01/2016. 
Using a composite of a variety of timing intervals, the key quarters for a turning point in 
PALLADIUM will be 02/2015 and 01/2022. 

Our Directional Change models indicate that turning points are due the quarters of 07/2013 
and 01/2014. We see high volatility 10/2014 and the first half 2016. 

Quarterly Turning Points:  

07-10/2013, (01/2014), 10/2014, (01/2015), 07/2015, 01/2016 

QUARTERLY TECHNICAL OUTLOOK 

RESISTANCE: 83662 
SUPPORT: 48156 

TABLE #2 
Quarterly Technical Projections 

07/2013...  48156  80862 83662 105518 
10/2013...  48521  80312 84738 107433 
01/2014...  48886  79761 85813 109348 
04/2014...  49250  79210 86889 111263 
07/2014...  49614  78660 87964 113177 
10/2014...  49979  78109 89040 115092 
01/2015...  50344  77558 90116 117007 

Quarterly Indicating Ranges 
Date      Momentum    Trend   Long-Term 

07/2013  57550-33060 58880-36455 68805-39310 
10/2013  58265-35570 66565-39500 70580-42595 
01/2014  62940-32000 71080-38055 78685-55770 

3RD QUARTER '2013 MOMENTUM INDICATORS HLC 76203 62795 71076
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MONTHLY LEVEL 

MONTHLY REVERSAL SYSTEM 

Looking at our Reversal System, we show that the Major Monthly Bullish Reversal is standing at 
107800. As a result, only a monthly closing above 107800 will signal that an immediate uptrend 
should unfold thereafter. Our model currently shows that the Minor Monthly Bullish Reversals 
are 81975 and 84755. As a result, only a monthly closing above 81975 will signal that an 
immediate uptrend should unfold thereafter.  

When we look at the Reversal System, we see that Minor Monthly Bearish Reversal resides at 
58695, with an additional reversal at 56550. Unmistakably, only a monthly closing below 58695 
will signal that an immediate downtrend should unfold thereafter. The Major Monthly Bearish 
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Reversals will be found at 55600, 46100 and 34600. A monthly closing below 34600 would be 
very bearish. 

Monthly Reversals 

Major Bullish  107800  
Minor Bullish  81975 84755  
Major Bearish  55600 46100 34600  
Minor Bearish  58695 56550  

MONTHLY COMPUTER RECOMMENDATION 

On the Monthly level of our model we remain LONG 1 position. The last LONG position was 
taken on the close of 11/2012 at 68840. Our general target objective would be to sell new high 
on . We would look to COVER all positions using an MIT just below the 81900 price level. We 
would reenter a long position by buying a Monthly close above 84755. We would use a PSXCO 
at 61830 on a Monthly closing basis OCO with an IDPSX at 55805. Reversing into a short 
position should be considered if 58695 are penetrated on a closing basis. 
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MONTHLY TIMING 

Looking at our empirical models, the ideal primary target for the next turning point will be 
09/2013 followed by 11/2013 where we also have a Directional Change. Thereafter, we see 
01/2014, 03/2014, and 05/2014 as turning points. Employing long-term composite cycle 
analysis, the key months for a turning point in PALLADIUM will be 11/2014 and 02/2015. 

Our Directional Change models indicate that turning points in 11/2013. We see high volatility 
01/2014 and 03/2014. 

Monthly Turning Points:  
09/2013, (11/2013), 01/2014, 03/2014, 05/2014 

MONTHLY TECHNICAL OUTLOOK 

RESISTANCE: 76643 88268 108096 

SUPPORT: 48997 

TABLE #3 
Monthly Technical Projections 
07/01...  48997  76643  88268  10809 
08/01...  48782  77745  89060  10884 
09/01...  48568  78847  89852  10959 
10/01...  48353  79949  24592  11034 
11/01...  48139  81051  24592  11109 
12/01...  47924  82154  24592  11184 
01/01...  47710  83256  24592  11259 

Monthly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
07/2013  71075-56060 78005-64190 78480-64750 
08/2013  72110-55590 76740-60595 78845-67485 
09/2013  74775-56430 77250-62940 78480-64750 

JULY MOMENTUM INDICATORS HLC 77490 65058 70405 
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WEEKLY LEVEL 

WEEKLY REVERSAL SYSTEM 

When we look at the Reversal System, we see that Minor Weekly Bearish Reversal resides at 
62820, followed by 58695, 56235, and 57370. Therefore, only a weekly closing below 62820 will 
signal that an immediate downtrend should unfold thereafter. The Major Weekly Bearish lies at 
48800, 47300 and 42550. 

On the Minor level, the Weekly Bullish Reversals stand at 67815, 71080, 75705 and 76475. Our 
model additionally provides Minor Weekly Bullish Reversals at 77545 and 78465. Our Major 
Weekly Bullish Reversals stand at 78890, 79500, 80400, 83950, and 86370. 
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Weekly Reversals 

Major Bullish  78890 79500 80400 83950 86370 
Minor Bullish  67815 71080 75705 76475 77545 78465  
Major Bearish  48800 47300 42550  
Minor Bearish  62820 57370 

WEEKLY COMPUTER RECOMMENDATION 

On the Weekly level of our model we remain SHORT 3 positions. The last SHORT position was 
taken on the close for the week of 06/10 at 73170. Our general target objective would be to 
buy new low at 62820 level using an MIT just above. We would reenter a short position by 
selling a Weekly close below 62820. We would use a PBXCO at 76478 on a Weekly closing basis 
OCO with an IDPBX at 77260. Reversing into a long position should be considered if 76480 is 
penetrated on a closing basis.  
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WEEKLY TIMING 

The primary target on an empirical basis for the next turning point will be the week of 07/08 
followed by 07/29, 08/05, 08/19, 09/02 and 09/09. Utilizing a composite structure in cyclical 
timing analysis, the key weeks for a turning point in PALLADIUM will be 09/16 and 12/09. 

Our Directional Change models indicate that turning points are due the weeks of 07/01, 07/15, 
08/26 and 09/02. Our Panic Cycle model targets the week of 08/12. We see high volatility 
shaping up for the weeks of 07/22, 08/05, 09/02, and 09/16.  

Weekly Turning Points:  
(07/08), 07/29, (08/05), 08/19, (09/02), 09/09 

WEEKLY TECHNICAL OUTLOOK 
RESISTANCE: 77341 94910 98774 
SUPPORT: 51236 

TABLE #4 
Weekly Technical Projections 
07/01...  51236  77341  94910  98774 
07/08...  51311  77267  95136  99140 
07/15...  51385  77194  95362  99506 
07/22...  51459  77120  95588  99872 
07/29...  51534  77047  95815  10023 
08/05...  51608  76974  96041  10060 
08/12...  51682  76900  96267  10097 

Weekly Indicating Ranges 
Date      Momentum    Trend   Long-Term 
07/01  72870-68100 76740-71630 77250-71885 
07/08  73340-65530 74000-66320 74610-70400 
07/15  70985-62940 72510-64750 73295-67815 

WEEKLY PATTERN RECOGNITION 

If this week closes below 74551, then the upward momentum has been lost which implies that 
a temporary top is in place and a near-term retest of support should begin. 

WEEK OF 07/01 MOMENTUM INDICATORS HLC 72801 66993 68905 
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