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NEWEST AT BOTTOM
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1 Establishment of JSMINESET.COM

Posted On: Monday, February 10, 2003, 1:10:00 PM EST

Important Announcement I have made a difficult decision but am committed to it.

Author: Jim Sinclair

I would appreciate if you would review with me the "ONLY" Gold share index in the entire advisory of the Gold community worth your time. 

Both the XAU and HUI have, in my opinion, outlived their usefulness. Silver is simply not a major player and has yet to break out from its long-term downturn technically. This .... ends all discussions until .....

Only one index is credible as a constituent for decision as to what the gold shares are doing in reference to gold and that is the Schultz Gold Index: An Index of Pure Gold Shares Devoid of Corporate Noise. 

...

This index is FREE FROM non-performing silver industrial/semi-precious companies. Gold shares without hedges and no known inherent problems make up the Shultz Gold Index. This index is FREE FROM wrongly (racially prejudiced opinions) maligned South African shares. ....

Cyberspace Is Filled With Hot Air 

[This section contains a long complaint about internet sites. -FNC]

Now to the Matter at Hand 

I am no longer going to post my articles on any popular websites. I have asked that those that manage websites that post my material on a regular basis to delete me from their current pages and list of contributors. I am no longer going to give technical instructions or answer questions from website viewers on any popular websites. I will re-start my activities on a website specific to this service to the gold community and re-start all my activities there. All are welcome (except nasty people). 

I am splitting the "Chairman's Corner" off from the www.tanrange.com web site THEREBY ESTABLISHING my own web site: www.JSMineset.com. This is where I will post all my articles and opinions. All news posted will have my commentary. Around the world, prices will be available on this site. I intend to have this site set up so changes in gold, like the $390 during the US non-trading hours, can be analyzed for those that want that type of information as and when they happen. It is here that you will find discussions with the world's best technician, in my opinion, Kenny Adams, and from time to time I hope Harry Schultz has something to post. I don't give a hoot about hits. I will not promote my public company. I don't even want my site as part of my public company website. 

Be assured that when I believe this bull market is going to end, I will tell you just like I did in early 1980. 

Now that only those with a strong cup of coffee among the real gold gang is still reading this posting, the others having been thoroughly tired out, here is the hidden message: 

Thanks to the badmouthing of gold by two or three PR seekers, getting undeserved publicity on the Internet, thereby scaring the hell out of many of the new non-committed members of the gold community, gold will blow out the first leg of the gold bull market, in my opinion, at between $409 and $418 in the coming weeks. Gold will react back down, but much less than expected, and start the second leg of the long-term gold bull market from prices higher than expected, in a shorter time than expected. Gold shares in the pure gold category will get a long play to new highs, in my opinion, into the top ($408 - $418) of the first leg. Traders reduce by 33 1/3%. Investors take delivery of certificates of core positions and stop watching at $409. Come back when I give a heads up call. I will guide you from the new location only at www.JSMineset.com. Do not buy into what you feel is a sure $420 at $408. I don't think it will be. DO NOT post this anywhere as I will not repeat it until it occurs. Just read it and delete it. 

Your watchman, Jim Sinclair 

...........

2 The Order of the Golden Comet
August 25, 2003, 3:00:00 AM EST 
The Order of the Golden Comet
Author: Jim Sinclair
Dear Friends:


I have decided to inaugurate "The Order of the Golden Comet" for Jsmineset readers who declare from this day forward that they will invest and trade gold and gold-related items in a technically-disciplined manner devoid of emotions. 

You know who you are! You are the ones that have stopped being pansies for the pro Cartel traders. 

In recognition of your enormous achievement, I am producing 1,000 gold lapel pins which I will mail to individuals free of charge. Please email or fax me your expressions of interest and mailing particulars - all of which will be kept confidential. 

I will assume from your correspondence that you are indeed a worthy member and that you will never compromise your membership in the Order of the Golden Comet.
3 Comet Update
September 25, 2003, 12:52:00 PM EST 

Comet Update
Author: David Duval
The Golden Comet pins are ready for mailing as are the Certificates of Achievement. Keep your eyes open for a nine inch red tube that will arrive by mail.
Anyone still wishing to be a member of “The Order of the Golden Comet” please let us know this coming week. Otherwise, you’ll have to wait until January of 2004 before you can apply again. 

We need your full name (for the Certificate) and correct mailing address. Place your order by email or by fax using the “Contact Me” feature on the jsmineset menu bar. 

Please note that after the Comets are mailed out, your address and other particulars will be judiciously disposed of in our shredder. No record will be kept.  

Indeed, you will hold membership in a truly secret society.
4 Angels

[image: image6.png]



Above is his “angels” picture.

5 THE TOP!

Posted On: Friday, May 12, 2006, 8:39:00 PM EST 

Gold and Dollar Market Summary

Author: Jim Sinclair  

Dear CIGAs,

…..

"You have my word I will be here with you until the day I feel gold has performed to the degree I am willing say "Thank you, I am both grateful and satisfied." 
This will occur just before what I consider the top."

6 OTC Short of Gold Derivatives, Royalties, Non-Recourse Loans 
February 12, 2007, 4:04:00 PM EST 
Streetracks Gold ETF Increases Gold Holdings 18.8% Since November
[image: image7.png]



     Author: Dan Norcini

Jimmy:

...........the gold holdings in tons of Streetracks Gold ETF. 

They began November of 2006 with 388 tons of gold and as of last week they are now holding 461 tons. That is an increase of 73 tons or a percentage increase of 18.8% in 3.5 months. That is a lot of money that in time past would more than likely have found its way into the mining share sector.

Anyway, for what it is worth it is a theory of mine. I think Monty feels likewise.

Dan

 

Dear Dan: 

That can be, but the gold gang does not have that kind of $$$, wants leverage inherent in their investments, but abhor futures.  [An]  ETF has no leverage. They are totally different animals. The investors in the ETFs are from a totally different perspective. They are more international investment banks and major funds [And Fred Chase] seeking some diversification as general equities get quite rich.
Gold shares are in a bear and gold itself is in a bull which is a contradiction wherein one side has to give in. 

Even if you are100% correct that ETFs take share money, that does not explain the bear direction of shares versus the bull direction of gold. It would explain a lack of volume. Share buyers and the gold gang don't trust ETFs as they see them as being a neat bag of gold to be confiscated by all governments. Believe me, I know my people.

With respect to my people, this spoof is not entirely wrong. This is what I redacted from yesterday's Bloomberg piece, which was precious:

 

Gold
"You have two cows. You wear a cap you made out of tin foil so that the tiny black helicopters can't read your thoughts. You spend your days blogging about how the government's decision to abandon the cattle standard in 1933 was part of a global conspiracy by the world's central banks to destroy the value of your herd. "

 

There is another take on this and that [other take] is [that] the debits resulting from the short of gold derivative hedge positions is a multiple of any major [gold mining company]’s earning. No percentage junior [partner in a venture with a major gold mining company] will make one penny even if their [ore] grades are one pound per ton.

Only royalty companies will make money in the new gold war because of the short of gold derivatives. That you can take to the bank.

Gold shares are negative [doing badly compared to gold?] because  [1] they have no hope of earning as a result of gold rising or  [2] the earnings they show are overshadowed by the growing debit on their short of gold derivative position. The new wrinkle is the short of gold derivatives embedded in the project development loan indenture. It is dicey whether or not the derivative goes on the company, banks, or both balance sheets.

Eventually the market will discover RGLD is one of the very-very few gold stock[s] worth owning. Even RGLD has to be sure their borrowings are fixed rate. The issue of equity is preferable for RGLD to obtain royalties if any are available.

Regards, 
Jim

[Thursday, November 10, 2005, 6:53:00 PM EST http://www.usagold.com/cpmforum/archives/11200511/default.html 

The Invisible Derivative Risk: Conversation With a Counter-party in the Industry

Author: Jim Sinclair

Gerald: I am a CEO of a junior exploration and development company with a 30% interest in a property now in production with a “major.” I have a non-recourse loan provided by the major but see no reference to a derivative in the agreement.

Jim: In examining your loan agreement who is the lender?

Gerald: The lender is “Major Financial,” Turks & Cacaos.

Jim: Who are the borrowers of these development funds?

Gerald: My company and the subsidiary of the major in this country.

Jim: Does your agreement require you to pledge your 30% as collateral in the loan agreement?

Gerald: Yes.

Jim: I assume you have called me because of the articles I have written and your wish to determine if you have a derivative risk of any nature.

Gerald: Exactly.

Jim: The quick and dirty is if your loan is non recourse you have a derivative risk. Now let’s discuss how this comes to be.

1. No bank, investment banker or lender of any variety will accept the risk of lending to a project in which the price of a final product is a market where you take not make a price. When your final product is a commodity, you do not make a price, you take the price that the market gives you.
2. A non-recourse loan, which is recourse only to the project, is a red flag that you have a risk based on the incontrovertible #1.
3. Your loan agreement is with a captured financial entity that belongs to the “major”
4. Any loan indenture is a series of documents that carries responsibilities all along the road to the original lender. As such, pledging your percentage of the property to all the characteristics of the credit given, obligates you to the lender and the captured finance company of the major which we call “Major Financial.” This line of reasoning exists in your agreement and the incontrovertibility of #1.
5. The risk removal derivative exists at the first lender to the Major financial. The obligation to that risk removal instrument that is an over-the-counter short of gold derivative or over-the-counter synthetic puts derivative will inure to your 30% of the project because you have pledged your percentage of the property to all the characteristic, seen or unseen, of the loan.
6. Even if you repaid the loan, the potential of coming out from under the obligation would require Major Financial to sign off along with its original lender as it impacts your percentage. This is unlikely because no lender will lend on a fractured asset. Your repayment of the loan would in this definition fracture the asset. Should the major fail, who manages the property? As a minority holder, your 30% can throw a spanner into anything the original lender, now the new owner, wants to do. This could involve a time delay, court action or sales transaction. No lender will permit that outcome - period.

Conclusion: 

You have a derivative risk you cannot see. The red flag is the non-recourse nature of the production loan. You do not see it in your loan documents but you will see it when gold closes 3.1% above $529. Gold will do this and when that happens the entire gold industry is going to consolidate. You can believe it or not but get ready because it is coming. The probability of being diluted to 10% of net profits which we all know = zero is clear and present.

If you understand what this means to the gold industry you will also conclude that my thoughts on the gold price are modest. 

This entire industry with the exception of only a few companies is headed into the hands of their bankers. Ashanti was the case study worth reviewing

No one paid attention to my advertisement in major trade publications in 1999, 2000 and 2001 so why should they now? Those at risk of major dilution are stockholders. 

People made fun of me when I held tight to $440 then $480. Now I am being ridiculed about $529 during this chapter of the gold bull market.

I am ready to wager whether or not you will own your 30% at the end of the day. Are you Gerald?]   [On the risk of/to junior gold miners, Bill Murphy had this to say on August 13, 2007:

Honestly, this has always confused me because I don’t know any firms which are affected by non-recourse loans. As I understand it (which could be off base), a junior gold company might have worked out a joint venture deal with a major gold producer. Should that gold producer put on a hedge tied to the property, he could also tie that hedge to the junior along with themselves. Now say gold rallies $150 and the gold producer is freaked and closes out the hedge, which generates a huge loss. He can then assess the junior their portion of that loss (the non-recourse loan part), which would then wipe out most cash starved juniors. Thus, the major could step in and steal the property from devastated shareholders for cents on the dollar.]
7 Buying
February 20, 2007, 11:28:00 AM EST 
Gold Takes Out Uptrend Line, Black Boxes Pile On
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     Author: Jim Sinclair

Dear CIGAs,

From the technical side gold took out an uptrend line and the black boxes piled on. Just like 300 people trying to get through a swinging door meant to accommodate 20, the Bull in the China shop broke all the glasses and flatware on the way out. We are now touching the top of the PLATFORM so as a speculator I have to buy. Wish me luck.  
8 [image: image9.png]


The Opposition, an Exit Strategy
February 20, 2007, 7:38:00 PM EST 
Gold and Dollar Market Summary

Trading anything gold takes conviction, discipline and tenacity. It forbids margin unless that use of margin does not exceed what you could pay for with your liquid assets. Taking a futures position in excess of what you could take delivery of is a form of madness when you are competing with "5 Alive" - the ultimate computerized market maven.

I buy the weakness, carefully, slowly and confidently knowing that gold will on this move visit $750 or more, precisely $761.00 before reacting and then going higher. Here is the problem: I have now given you and the opposition the exact number which, in my opinion, will occur. You have to know that the opposition knows the implications of the Platform and is trying to break it to break your will. There is a contradiction in terms here, whereby helping you, you could get hurt.

You want it so you will get it. Please do not use margin or panic. There is absolutely no question in my mind we will better more than two [two more?] Angels this year, moving into four figures where a trap will be set to catch the bull one more time. You will not be caught because this time you will sell strength and not weakness.

The investor owning gold is wise, proper and prudent. Just read about our world below.

I will be playing gold this evening as it sure beats TV. Thank God for 24 hour markets. Without it you could only trade gold and be in the market half the time. I might add it helps a lot because we older fellows have to get up a few times a night and a touch of the sleeping computer can alert us to when "thar she blows" occurs.

Have faith gang! Gold is going to $1000 and the gold shares will figure it out perfectly as soon as general equities stop being easy pickings on the long side. It will also help when people figure out that just like the Hunt Brothers, the ETFs have no viable exit strategy at $1650. 

Addendum:

ETFs have NO exit formula. The Hunt Brothers never thought out a viable, practical exit formula for their silver position. ETFs by 2012 will own most of the gold in the world but lack a viable, practical exit formula so the ride could be a doozy.

....a bunch of fools trading gold based on computer analysis. They forgot to check the size of the market versus the open interest. When the many try to exit via the small the exit the following happens:  

[image: image31.png]



9 Buy Gold Shares – the Ones Without Derivatives
February 21, 2007, 1:17:00 PM EST 
A Special Thanks To The Black Boxes
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   Author: Jim Sinclair
Dear CIGAs, 

.......................

Repeat after me: 

Gold is going to $761. 

· Buying ETFs is not what people who want gold should do. Doing so makes me a schnook. 

· Ignoring gold shares without derivatives makes me a schnook.

10 Derivatives Risks, Exit Strategy
February 21, 2007, 4:03:00 PM EST 
Clearing Misconceptions About The ETF Quandary and Derivatives Risks

From: Dr. Spectacular
www.CometGold.com maven

Re: ETFs and no exit strategy

I have no way of knowing, but am guessing that JS is referring to the plan the Hunt brother's had before they were squeezed out. Think about it: If you corner a market and the price skyrockets, how do you unload the big supply you bought without the price plummeting?

I can think of lots of nefarious endings to the ETFs. These days, I can't even decipher the fine print when I buy a piece of software. Has anyone completely analyzed the fine print in the ETF agreements? I know some have made the attempt and were not happy with what they found.

Here's a good one: The government is in bed with the big banks as we know. Governments need to suppress the price of gold so they sell off their (OUR!) hoard in the marketplace. People don't like to hassle with physical and want the convenience of electronic trading. So, they "buy" gold through the ETF. What a deal! The government sopped up demand by selling their gold to meet public demand, thereby slowing the price rise. The gold changes hands from the government to the big banks, but is still controlled by the government/banking money complex. Whenever the government decides they want it back, they just change the rules or have the banks exercise some of the fine print rules no one understands.

Of course, in the case of gold there are always buyers. Assuming the ETFs can force pay off of shareholders, they can always sell their gold to China or one of the other countries looking for something worth more than US dollars.

One has to admit - it's a pretty good scheme in the first place to accumulate physical using other people's money and then to do it in a way that slows the price rise! Hard to believe there will be a good end to this.

Dr. Spectacular

 

Dear Dr. Spectacular: 

A few of the www.cometgold.com good guys sent this [the above] to me for comment. I prefer two of the points made above:

· There is no viable exit formula for ETFs. This was the disastrous error made by the Hunt Brothers. Both are in my book outstanding people who took their lumps like men. 

· The small print [see above]  beats your insurance policy.

About the government - I kind of doubt confiscation because the final people that benefit from gold at or above $1650 are just those as individuals and associations that make the most noise about putting it lower. You can take that one to the bank. Nothing is as it appears where gold is concerned.

Regards, 
Jim

-----------------------------------------------------------------

Jim,

What do you mean by the ETFs have no exit plan?

Regards, 
Green Hornet

 

Dear Green Hornet: 

The Hunt Brothers loved silver and had no intention of cornering the market. They were Bulls in the China shop. Their wealth was enormous for that time and the wealth of their circle of friends was almost as big. It was only natural when they entered the silver market, which was then and still is a small market, the result was comparable to the Comex warehouse stock. The market was therefore cornered. The Hunts never asked for delivery but rather rolled their position forward at each notice day. I know - my clearing house did the trades.

The rumor then came that the Hunt Brothers were about to ask for delivery and off silver goes from under $35 to $54. What the Hunts had never thought about was what they would do if silver got to a price that satisfied them. They were satisfied but when you own it all to whom do you sell? The answer is no one.

By 2008 the EFTs in gold will be either #5 or #6 of the largest holders of gold among EFTs and Central banks. By 2012 they will be hands down the #1 holder of gold. What do they do when it gets to a price that satisfies them? To whom can they sell it? The answer once again is no one.

You say “That does not matter because I will sell my shares of the EFT.” If history teaches me anything you will want to lynch me if I say it is over. 

The job of any CEO, partner or business manager is to have an exit plan. Any business, private company, public company, partnership, LLC or whatever else must have an exit plan that is practical and accomplishable or it is an accident waiting to happen. I always have an exit plan for all my associates and employees in anything I do.

Regards,
Jim

--------------------------------------------------------------------------------------

Jim,

How do you determine if the entity you are invested in has a derivative risk?

Regards, 
DD

 

Dear DD,

Regarding derivative risk…

All the stockholder needs to do is inquire into the nature of the development loan agreement with the company he or she is invested in. The question is whether the loan is recourse or non-recourse to the company and thereby collateralized [only] by the project. If the answer is non-recourse then they have a derivative risk. 

For the percentage junior, the question is the same for all those who must pledge their percentage of the property to the development lender, but only asks if their major partner's loans are recourse or non recourse.

It is that simple. The company must answer and the answer is either yes or no.

For a company like RGLD there is no derivative risk because of the nature of their business plan.

Regards, 
Jim

[

· recourse loan (loan with recourse): A loan obligation where the borrower is liable for the full amount of the remaining balance of the loan, even if the collateral value is less than the remaining balance.

· non-recourse loan: in case of default. The lender’s only remedy is the property being used as collateral.

“……….. short of gold or synthetic over-the-counter Put derivatives ……… are integral to non-recourse loans so popular in project financing.”

]

11 Trading Gold
[image: image11]
February 21, 2007, 8:42:00 PM EST 
Gold and Dollar Market Summary
[image: image12]
   Author: Jim Sinclair
Dear CIGAs,

Gold is never easy so do not consider the ease for the longs today to be the beginning of a new age. Gold is going to $761 now, but be assured it will attempt to shake you out at every turn. Gold cannot stand trend line breaks without putting on a show and a half. What I am saying is sharpen up. Do not let your guard down traders.

The bottom line for traders is keep your guard up. Gold should have launched from the Platform the first time but opposition tried to kill both the move and the Platform in one session. They failed. The price held at the Platform and firmed into the evening without any spectacular action.
The shot at the moon started at 8:28AM this morning as the shorts started to get squeezed. The first Black Boxes started to fire, causing a chain reaction as floor traders scrambled for cover. If you feel today was a big move hang on tight. Before this is over gold will range $150 or more in a day in three moves intra-day.

The mantra is gold is headed for $761 - $887.50 and $1000 with a bull trap, then $1650. For investors that means sit back and enjoy. Don't let anyone shake you out like what happened to many foolish gold investors in the last six weeks.

I will write more later after examining potential trading levels. I have the privilege of my daughter's company at the moment so I will be off to make the most of it.
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12 Trading with The COT
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Thursday, February 22, 2007, 12:25:00 AM EST 
If At First You Don't Succeed... 
[image: image15]
   Author: Jim Sinclair
Dear CIGAs,
They are going to try again. 

It seems the COT, even though they have had the dickens beaten out of them for always loving the short side, have decided to take the short stand once again, this time between $700 and $705. The commercials could not see an elephant if it was stepping on their toes, which it has. This is an Elephantine Gold Bull Market - stop fighting it! Those words seem to fall on deaf ears. 

The beauty of what I have told you is a firm appreciation to $705.10 (we do not have a real close anymore) and $761 is in the bag. 
Shame on those who bailed out of their positions in the last eight weeks. We are on the train and it is heading to four figures.

All those entities that were in first class will be back in first class.

Sleep well. Gold never sleeps anymore.
[The rest of this section is not by Jim.  It’s ruminations on what he means by the term ‘COT’.]

When Jim uses "COT" as an active agent with negative connotations, I think

Although it's related, he does not mean
 Commitments of Traders Report. (The Commitments of Traders Report (COT) is as weekly report from the CFTC (Commodity Futures Trading Commission -- regulator of the US commodity futures and options markets) providing a breakdown of each Tuesday's open interest for markets in which 20 or more traders hold positions equal to or above the reporting levels established by the CFTC. Open interest is broken down by aggregate commercial, non-commercial, and non-reportable holdings.)

So then I think he means one of these:

· The entire Cabal attempting to manipulate gold lower? 

· The Cabal minus the PPT?

· The Commercials? 

· The Commercials on COMEX?

· The Commercial bullion banks?

· The Commercial bullion banks who are perma-short on TOCOM?

· The traders taking advantage of the Commercials?

· The moneyed interests on whose behalf traders take advantage of the Commercials?

· ??

I searched Jim’s  jsmineset.com for use of the term and found:

    * "COT (short of gold commercial interests) are doing everything possible to hold gold in the newly formed box but"

    * "bullion banks (the commercial perma-shorts known as COT)" -Dan Norcini

    * "On one side of the gold equation, you have articulate gold bears posing as bullish gold advisors panning gold at every opportunity. On the other side are commercial traders of gold (COT) working together to run the gold market in New York State in order to rip you off royally. These two forces represent two sides of a merciless gauntlet that you are running."

    * references to "COT brokers"

    * "there is a committed loan of gold to the big boys at COT"

    * "the first pictures released of the COT floor gold traders as they read Jim's thoughts on gold at $1,650"

    * "the now egomaniacal COT characters of the COMEX"

    * "the international investment bank holding companies that own COT."

    * "If the ETFs in silver simply trade in virtual silver they are allies of COT."

    * "Neither the Fed, COT nor Kudlow & Cramer can silence gold."

    * "The Financial Times today carried your standard COT article declaring that the public is always wrong and the Commercial traders are always correct."

    * "You believe that the commercial position on gold, as in COT, is the whole story of commercials in gold? That is the COMEX, man. The COMEX is a pimple on the ass of gold in world terms. The gold world does to revolve around the COMEX. "

    * a.k.a. the gold cartel of common interest, should be renamed TW-COT (Terrified Weak Commitment of Traders). "

    * "The commercial shorts, aka - COT or the gold cartel..." (Dan Norcini chart Feb 28,2008)

    * "The first fallout casualty of the Flu panic today is a $50 billion dollar request to the IMF by Mexico. Quantitative Easing is going to shift into high gear everywhere.  The COT are such a lucky bunch that are perfectly positioned to hammer gold from unchanged into the hard negatives since about 5am today."

    * ......

These references I found at jsmineset  are, presumably, to the CFTC's Commitments of Traders Report:

    * "the previous week's COT report"

    * "the COT next Friday"

    * "COT (Commitment of Traders), since it is heavy on the bear side among the commercials, ..."

I found these on leMetropoleCafe.com (which is run by Bill Murphy):

    * "COT always buries the price of gold for every option expiration period especially if it's this high as COT are the one's who wrote all these options (they get to keep all the premiums) and they loose no $$$ as long as the options expire below the strike price."

    * June gold is trading @ $656 as I write so from $660 all the way to $1000 are all out of the $$$ and COT looses nothing but made at least $100 million on the June call options alone not including any other month.  -Aaron B.

So I did some googling:

COT "COMEX Options Traders"                                 0 hits

COT "COMEX Option Traders"                                  0 hits

COT COMEX                                                   14,300 hits                     

COT Commercial Sinclair                                     27,900  hits

COT COMEX Commercial Sinclair -report                       1,020 hits                     

COT COMEX Commercial Sinclair -report manipulation          48 hits                     

COT "Commercial Traders of Gold"                             1 hit

COT Commercial gold short

In summary, my best guess is:

When Jim used "COT" as an active agent with negative connotations,  he means

 "Those several Commercial banks, US and foreign, who are both Traders (of Gold) and almost always short rather than long positions in the paper gold markets.  This includes Goldman Sachs, ......"

In this case, COT is not an acronym:

One can't underline the sequence

1. C,

2. O,

3. T

in the expanded version of the acronym.

Adding to my confusion, one would be able to do this if the meaning were Commitments of Traders Report.
Finally, Jim on occasion uses the phrase "gold cartel of common interest".  This may or may not be the same as “COT”!
 
13 Gold ETFs
February 22, 2007, 4:18:00 PM EST 
In The News Today
[image: image16.png]



   Author: Jim Sinclair
Dear Jim,

..... gold is a constant, not a varyingly-priced commodity. ................inflation is not prices going up, it is dollars going down. ..........gold is a constant and the ultimate currency.

With this view, the ETFs are not "invested" in gold - they are merely holding ultimate currency. We don't have an exit strategy for a passbook savings account. If gold is the ultimate currency, why would we have an exit strategy for an ETF holding gold?

Thanks for your thoughts,
CIGA Mad Mike

 

Dear Mike,

It is really hard to eat or live with your gold inside an ETF. What in the final analysis you want is significantly larger and larger amounts of the currency in YOUR HAND that buys food and lodging wherever you are.

Gold is the ultimate currency that will allow that. 

Are you sure your gold ETF has real gold, paper gold or OTC derivative gold? Read the fine print!

Respectfully, 
Jim

14 Thoughts on the Future
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February 25, 2007, 11:55:00 PM EST 
An Update From Toronto
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   Author: Jim Sinclair
Dear Friends,
Gold is plus $3.50 as I write this to you from Toronto, Canada. It has started to snow up here which seems to be a tradition whenever we are here in February. It is also storming in almost all areas of US military engagement. Should a war ever be de-politicized, it would either never start or finish well. The economic foundation via the Formula is fully in support of the gold price, but more so the geopolitical. In a sense that is most unfortunate. This demonstrates the nature of gold as a universal currency. Gold has no agenda, no allegiance and functions as honest money in a world of lies, corruption, overstatement and spin. $700 to $705 might well be a place certain interests will try and block gold, but their only hope is for momentary success. $761 is yanking at gold from the front with great power. $887.50, a break above $1000 and $1650 are putting their grip on the royal metal as well. 
The Platform has turned out to be exactly what we had expected it to be. So will the balance of this generational bull market as it rolls out in front of us.
Good night from the King Edward in Toronto. Expect me back in Sharon, Connecticut late Monday night.
Trader Dan will be at your side tomorrow. Monty will chime in if there are any shifts in the fundamental conditions. You will be well cared for by the absolute best of men, both at your service. 
Your Watchman,
Jim
15 Yen Carry, Fib Numbers, Silver
March 02, 2007, 12:32:00 PM EST 
My Approach Towards Gold

   Author: Jim Sinclair
Dear CIGAs,
The following is my approach towards gold. I have seen operations in my life and this is one. The stage for this is the Yen Carry trade but that assumption says the Carry Trade was big in gold. Gold does not have that many friends among the types that can do the carry in meaningful ways. Give a major Japanese bank a call and tell them you would like to borrow the US dollars equivalent of $50,000,000 to go buy gold. That will be all you need to know!
My thesis is to buy at each Fib number until I am fully positioned not beyond what I can take delivery of. I also started in silver today at $13.06.
You might note crude and gas are strong. Base metals are off, but not crushed. The euro is ok and the US dollar runs into cash selling each time the USDX takes a pop.

"What, Me Worry?"    [image: image19.emf]
 

16 Gold as Commodity, Barometer, Currency
April 10, 2007, 12:31:00 PM EST
Author: Jim Sinclair

Gold has three functions - sometimes combined, sometimes not.

1. Gold as a Commodity:

This is the condition that was experienced during the 21 year bear market in gold in which it steadily declines until it hit the real cost of extraction. When gold bottomed at $248 it was quite close to the average full price of production, not the cash price of production. The full price of production is number of ounces produced equal to cash costs of production plus all corporate overhead from the Chairman’s perks to scrap paper.

The simple statement is that gold as a commodity is worth less.

2. Gold as a Barometer:

During a period of general comfort in the minds of new gold owners, regardless of if it was justified or not, gold will perform as a barometer of inflationary expectations. Gold’s price will rise and fall according generally to a round number settling back to the near $50 level by historical precedent.

Gold can be used as a tool of the Federal Reserve and is when there are few new investors involved and it has no currency roll. This was true in the early 30s as well as late 2002 and early 2003. When deflation in terms of financial failures was possible, an expanding gold price will speak to inflation, relieving the fear of zero bound.

3. Gold as a Currency:

Gold is defined as a currency when it is rising faster than the premier strong significant international currency. In today’s case the most likely candidate is the euro because it has an outstanding value equal to the US dollar. When gold rises in percentage terms more than the euro, gold has become the currency of preference.

Gold will combine the functions, but generally moves in a series as above from #1 to #3 as the primary cause of price.

Since gold is and has been for thousands of years a subjectively valued item in its appreciating form, understanding the above will help you know if after selling of strength it is wise or foolish to buy on reaction.

Gold is today a barometer moving definitively into the currency definition. Buying weakness, selling strength, and repeating the process is justified.

17 Not a Repeat of 1980
April 13, 2007, 3:17:00 PM EST 
The Final Chapter For The Generational Bull Market Gold Price May Surprise You!
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   Author: Jim Sinclair
Dear CIGAs,
Now that the die is cast for $761 on gold and .8057 on the USDX the time has come to examine further characteristics that gold adopts in order to define the time a top is in creation.

It is wise to review what we have already defined so that this missive will have an entire dissertation on the character of gold from the birth of a generational bull market as well as to what comes next.

Having discussed this at the request of the AMEX at their symposium, I owe it to you to both review and expand on the topic in order to bring you all the way.


1. Gold as a commodity:
See above.

2. Gold as a Barometer:
See above.

3. Gold as a currency: 
See above.

Gold is today a barometer moving definitively into the currency definition. Buying weakness, selling strength, and repeating the process is justified.

 

After assuming the position of currency of choice by appreciating in a greater percentage than the strongest currency, gold takes on the characteristic of an accepted, welcomed, new national cash asset. It is at this time that gold tried to balance the balance sheet of the United States, at least now. This may well change as other nations replace the USA as number one economy and their currency as the accepted universal reserve currency. What currency that is may surprise those who fear the foreign.

The formula creating the magnet pulling at the gold price from the front is the ounces of gold times the gold price to equal the market value of the total amount of US treasury instruments held by international central banks. Should one equal the other then the balance sheet of the USA would balance. That is what would make the then low of the US dollar and start a dollar bull market.

This formula will be fluid as US treasuries will be liquidated by these central banks. Another point of interest is that in the early 70s it was easy to predict $900 because the numbers were smaller. 
Today’s number is so high it tests my rationality. I am therefore standing with the $1650 number.


What Comes Next:
Here is where the circumstances change. I doubt you will have a repeat of 1980 wherein gold began its return to commodity valuation and declined in stages from $887.50 to $248.

You have to realize that in the age of Authoritarian Free Enterprise, a PPT and a more active Exchange Stabilization Fund might change.

If you, as I do, assume all major markets are creations of the unseen dirty hand, it follows that when gold reaches the characteristic mentioned above that the unseen dirty hand will have most all the capital there is to have. That capital due to the nature of the beasts will be paper assets. The time will have come to protect that value.

Gold has always functioned primarily as a CONTROL item and convertibility is simply impossible. It is too inefficient to settle world trade without causing serious difficulties regardless of the price. 

Gold would again function as a control item in the US dollar in the form of a revitalized, modernized Federal Reserve Gold Certificate Ratio tied to a measure of international liquidity as measured by the ounces of gold held by the USA times the price of gold equaling the market value of the international central bank’s holding of US Treasuries. In the 1930 this item was tied to an automatic adjustment of interest rates; practical then and totally impractical now. 

It stands to reason that those with most of the US dollars would wish to start a dollar bull market to profit even more. Control over desires is not a virtue at the Bilderberger Hotel.

Further explanation of the construction and function of the Federal Reserve Gold Certificate Ratio can be found in:

1. “Gold to be Remonitized” January 8,2003 , 2
2. “More on the Federal Reserve Gold Certificate total Value Ratio” Wednesday, May 28, 2003 

3. “Gold and Dollar Market Summary” Thursday, June 09, 2005

 

All available here on the Compendium.
 

If a modernized Federal Reserve Gold Certificate Ratio is adopted, gold will trade $100 above and below the gold price of that day, be it $1000, $1650 or some other price. The US Treasury will not have to do anything as derivatives will first be listed to wager on this change thereby changing the gold price itself.

Like a company coming out of bankruptcy with a balance sheet balanced and some mechanism to permanently control that situation, the US dollar as the common share of USA Inc. will enter a long term bull market.

Here is where Gold and Silver disconnect in direction. Silver goes up like a rocket and down like a rocket. Gold goes up like a rocket and stays there.
18 5 Golden Pillars; Breakdown of 27 YR Bond Trend(?)
June 07, 2007, 4:44:00 PM EST 
The Moment Of Truth Is Here
Author: Jim Sinclair


Dear CIGAs,
The 27 year Bull market up trend in the long bond has broken down in the measure of days. This up trend has been in place since 1980.  [Jim needs to read this, this, or my notes on long-term interest rates.]
The establishment BS is that this is a product of an economic expansion, yet that really is NOT supported by the economic figures. The drivers of housing and autos, “das ist kaput”. Retail sales are far from stunning. You saw today how the jobs figures lie.
I cannot buy that this 27 year bull market has died  [It didn’t!] for the reasons offered by the pundits. I am sure the economic commentary prevalent in the media is a product of talking heads that are talking their positions and in truth are head cases. 99.9% of those pundits were in grammar school last time the long bond up trend line busted. 
I am eager to see the TIC report for THIS month, not last. I am eager to know if the ECB and the Central Bank of Spain have been sellers of US Treasury instruments. There is much more going on here than the advertised strong economy, which simply is NOT real.
Please review the Five Pillars of a generational bull market in gold above. It is now all falling into line. As such when this reaction ends, which it will, the push into the fall and winter should be spectacular.
I am of the mindset that the long bond buster of the major, major, major up trend line of your lifetime is a product of:
1. The Bernanke Helicopter Drop of liquidity that cannot be drained from the world liquidity system by any practical means.
2. Real inflation that the figures do not in any way reveal, having been altered so much in the last 30 years.
3. Central Bank selling of US Treasury Instruments.
4. Knowledge of the Formula internationally that means the US Federal Budget Deficit is about to explode on the upside as tax revenues fall.
5. Proof in Spain today that Current Account Deficits do matter, contrary to the Alice in Wonderland US official view.
6. A collapse of confidence in US financial and political management.
Here is where we fish or cut bait. 
It is all in the US dollar. 
At the inception of all of this, the 27 year break down in the long bond up trend line will tend to be dollar positive, but watch out below when that ends as it did in the 1970s.
This is late 1978 in gold with another no less than five and half years to go.
The dollar, not seasonality will command the gold price.
Please review the Formula as it is 100% correct.
 

 

Click here for todays charts on the 30 Year Bond Chart 27 year bull, 16 Year Bull, and recent up slanting head and shoulders, a common dollar related top formation.


Formula:
September 1, 2006
1. First interest rates rise affecting the drivers of the US economy, housing, but before that auto production goes from bull to a bear markets.
2. This impacts many other industries and the jobs report. An economy is either rising at a rising rate or business activity is falling at an increasing rate. That is economic law 101. There is no such thing in any market as a Plateau of Prosperity or Cinderella - Goldilocks situations. 
3. We have witnessed the Dow rise on economic news indicating deceleration of activity. This continues until major corporations announced poor earnings, making the Dow fall faster than it rose, moving it deeply into the red. 
4. The formula economically is inherent in #2 which is lower economic activity equals lower profits. 
5. Lower profits leads to lower Federal Tax revenues. 
6. Lower Federal tax revenues in the face of increased Federal spending causes geometric, not arithmetic, rises in the US Federal Budget deficit. This is also true for cities & States as it is for the Federal government. 
7. The increased US Federal Budget deficit in the face of a US Trade Deficit increases the US Current Account Deficit. 
8. The US Current Account Balance is the speedometer of the money exiting the US into world markets (deficit). 
9. It is this deficit that must be met by incoming investment in the US in any form. It could be anything from businesses, equities to Treasury instruments. We are already seeing a fall off in the situation of developing nations carrying the spending habits of industrial nations; a contradiction in terms. 
10. If the investment by non US entities fails to meet the exiting dollars by all means, then the US must turn within to finance the shortfall. 
11. Assuming the US turns inside to finance all maturities, interest rates will rise with the long term rates moving fastest regardless of prevailing business conditions. 
12. This will further contract business activity and start a downward spiral of unparalleled dimension because the size of US debt already issued is of unparalleled dimension. 
Therefore as you get to #12 you are automatically right back at #1. This is an economic downward spiral.
I heard all this "slow business" as negative to gold talk in the 70s. It was totally wrong then. It will be exactly the same now.
19 Gold Shares: Recourse & Non Recourse Loans
August 14, 2007, 4:40:00 PM EST 
Jim's Mailbox
Author: Jim Sinclair
Hello Jim,
How would a simple investor find out if the company they are invested in has non recourse loans without asking the owners? They sometimes do not even understand what you are saying. This does not give you a lot of comfort. Is there a website to check this out? CEDAR perhaps? If so how do you determine if the lender is a hedge fund? I hate asking the same questions again but you seem to be able to weed out the bad apples. Again thanks for all your wisdom the last three years. 
Regards,
CIGA Leslie P
 

Dear Leslie,
Recourse = no derivative; Non recourse = derivative risk
It is the major who negotiates the development loan on behalf of the junior. You have no way of determining if the development loan on which the junior has the responsibility is recourse or non recourse other than asking the junior. I wager the junior has no idea and will have to get back to you. Keep pushing. There is no other way.
Regards,
Jim
20 Calls On OTC Short of Gold Derivatives
August 14, 2007, 3:10:00 PM EST 
Calls On Over The Counter Short of Gold Derivatives
Author: Jim Sinclair
Dear Jim,
On page 21 of Yamana's most recent Q2 financial report is a description of its copper hedging program, which resulted in a mark-to-market loss of over $28 million over the first six months of this year. Goldcorp has a similar copper hedging program, with similar results. I do not pretend to fully understand how the various hedging mechanisms work, and what threat they may present to shareholders.
My question to you, Sir, is whether this is something that should alarm me to the point where I should reconsider the wisdom of investing in gold mining companies that hedge their copper output? I would really appreciate your response.
Thank you for what you are doing, and for bringing on the talents of Dan, Lars and Monty.
Jim #2
Anacortes, WA
 

Dear Jim #2,
Gold producers that publish that their short of gold/copper derivatives in their Risk Disclosure statement in the annual and quarterly financial reports stating they have no margin call possibility tied to the price of gold are technically correct. However, they are bound for a closing of the contracts of special performance in two ways: 
1. Contracts must be closed if the Balance Sheet Quick Ratio or Current Ratio (which measures the liquidity the company) falls below certain contract levels.
2. The bond ratings of the company is reduced to an agreed contract level.
The question then is if the short of gold derivatives hedges covered by Newmont were voluntary or required by contract. If they were required by contract, that balance sheet liquidity is tied to the price of gold indirectly. It is the same in whatever you are hedged when utilizing over the counter derivatives.
Jim #2, for all we know the companies you mention had to make cover. You should check the cash and near cash position of your company on its last annual and quarterly statement versus the percentage gold has risen from that statement. This will give you a quick (in terms of time) and dirty hint about when they have to act by contractual agreement to cover.
I do not know if this is the case and it would not be proper for me to make any definitive comment on another public PM company other than technical market observations.
Clearly the open over the counter short of gold or any other item hedge buy OTC derivative is valued by the lender when it is open.
The answer to your question is an accounting question. After the cover what will the company’s cash position (current asset side of the balance sheet) be versus what cash was required (most recent income and expense statement) to run the company.
Don't let your eyes glass over. Have your accountant do the study. It might be quite worth the fee.
The reason I know this stuff is I owned an arbitrage firm, and studied accounting at Wharton School. However, I left Wharton on the Deans list as I was a kid making $35,000 as a trader during summers. At that time a job that paid $12,500 after graduation was something to do the Valki Dance of Joy over.
21 A Percentage Junior can Protect Itself from Derivative Risk

August 16, 2007, 11:53:00 AM EST 
How A Percentage Junior With A Non Recourse Development Loan Negotiated By The Major On Their Behalf Can Protect Themselves and Therefore You From Derivative Risk
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     Author: Jim Sinclair
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Regarding Jim's derivative analysis since 1999:
All truth passes thru three stages: First, it is ridiculed. Second, it is violently opposed. Third, it's accepted as being self-evident." 
--Arthur Schopenhauer 
 

Dear CIGAs,
First, the junior should have legal counsel review the form of the major's non recourse loan in regards to the liability trail in light of GAAP rules that require the result of a derivative price movement or closing at a loss charged to the project for which it was taken. The profit or loss on an accrual or cash accounting basis must be assigned to the project upon which the financial results were caused. This impacts the economics of the project or the dilution of the junior as gold rises.
Should the junior be satisfied that they are sitting on a ticking time bomb as gold rises, then the following are my two suggestion to free the junior from derivative risk. I propose that their fear of stockholder's revolt by making this change is wrong assuming they demonstrate the economics of a royalty, or benefit of trading a percentage to avoid an unlimited loss.
The catch is it needs to be done now while gold is reacting lower and the dollar is buoyed by purely technical quirk. This quirk is the market view that the ECB handled the credit derivative implosion situation better than the Fed. World opinion as market communication is that the Fed and its professorial management is totally in denial and asleep at the switch.
The two things juniors can do to free themselves from derivative risk include:
1. Offer part of their percentage back to the major for being held harmless of any impact on the project or the junior itself emerging from the short of gold derivative in all non recourse loans. 

2. Offer to convert the percentage interest into a net smelter royalty.
If you do the math the junior will, to their amazement, find out that a 3% net smelter royalty will earn more than a 30% joint interest. On a standard royalty agreement, payment to the junior would start from the inception of or full production, depending on their deal. Add to that the junior in a royalty agreement could/should receive pre-royalty payments and scheduled repayments of expenses. These repayments represent recoveries prior to positive bankable feasibility and are accounted for as such. These become a footnote to their statements, not income.
22  Advice From a Great Trader 
August 29, 2007, 1:58:00 PM EST 
Advice From A Great Trader
Author: Jim Sinclair
Dear CIGAs,
Here is a quote from one of the greatest traders of all. Those who pride themselves as traders should read and deeply consider it.
"I can't tell you how it came to take me so many years to learn that instead of placing piking bets on what the next few quotations were going to be, my game was to anticipate what was going to happen in a big way."
Trade in the direction of the big trend only. Knowing the big trend requires both fundamental and technical understanding.
Sell 1/3 of your gold or gold related positions on strength using simple, not complex, technical analysis to guide you. Buy back the 1/3 on weakness, again using simple technical analysis. That is what Livermore is telling you above. His percentages were larger because he had an outrageous mercantile sense, but that is the only difference.

23 Gold Share Risks – Derivatives and Other
August 29, 2007, 4:02:00 PM EST

Derivatives Risk Not The Only Problem Many Companies Face
Author: Jim Sinclair
Dear CIGAs, 
To escape the derivative risk those involved should consider shifting their percentage agreements to royalty agreements or reduce their percentages with the following clause or a derivation of what is below. The problem these companies face is not just a derivative risk, but the implications of that in light of SEC Rule 10b-5.
Hedging and Related Trading:
All profits and losses resulting from the Payor engaging in any commodity futures trading, option trading, metals trading, gold loans or any combination thereof, and any other hedging transactions with respect to Mineral Products (collectively, “Hedging Transactions”) are specifically excluded from calculations of the Royalty pursuant to this Royalty Agreement, it being understood by the parties that both the Payor and Payee may engage in speculative hedging trading activities for their own account.  All Hedging Transactions by the Payor and all profits or losses associated therewith, if any, shall be solely for the Payor’s account, irrespective of whether or not Mineral Products are delivered in fulfilment of such obligations.  When necessary to give effect to the provisions of this section 8, Gross Revenue from Mineral Products subject to Hedging Transactions by the Payor shall be determined by reference to the Fair Market Value of such Mineral Products.
24 Deflation = Debt Instrument Failure; Good for Gold 

August 29, 2007, 4:56:00 PM EST 
Gold and Dollar Market Summary
Author: Jim Sinclair
Dear CIGAs,
………..as business contracts and the commercial paper and derivative market remains a mess, the one thing that the Fed does not want is gold saying deflation. Remember that the proper definition of deflation is failure of debt instruments. One of the favorite tools of fighting that perception of failed debt is gold moving higher. I believe now that $700 is no problem for the Professor so resistance to the gold price will only come from COT. They will catch on soon.
Roosevelt used this tool in 1931. Greenspan used this tool in 2002, and Bernanke will use this tool now. ……….
The precious metal shares will thresh out the have and have not’s regarding derivative risk within a reasonable time. It takes metal shares analysts a few thousand millions of bottom line gold dollars to be lost to figure it out. The “have and refuse to fix” have problems. The “have no derivatives risk” will lead after the thrash now taking place finishes. What is being totally overlooked by my colleagues are their SEC Rule 10b-5 requirements, but then many of them have no clue. Ignorance is a weak defense if it can even be considered a defense. They may need defending if they keep their heads stuck firmly in the silica.
25 Day of Reckoning for Derivatives
September 05, 2007, 12:57:00 PM EST 
The Day Of Reckoning For Derivatives Has Arrived
Author: Jim Sinclair
Dear CIGAs,
It is not just coming - it is already here.
I am convinced that all that has been anticipated since 1968 has now occurred. I see the mountain of over-the-counter derivatives which, when including all types, exceeds USD$30 trillion. The mountain is shaking quite badly.
The situation now resembles the Weimar Republic (the term given to describe the German state from 1919-33) in the sense that the Weimar case study is predicated on planned currency destruction to avoid war reparations that got out of control. 
The present situation is based on the ultimate sin of greed called over-the-counter derivatives. This mountain of unfunded special performance contracts is shaking and will, as a product of declining US business activity and profits, fall precipitously. 
Before the fall of this unimaginably large mountain of garbage paper, ALL world central banks will in concert prime the pump any way they can. Priming for this purpose has no practical way of being drained. What is going to get out of control now is monetary inflation to offset the shaking mountain of over-the-counter derivatives. The beginning of this fall is in progress and will be history by 2012 or SOONER.
Simply stated this is it, today, now! Think the best but protect yourself under a worst case scenario.
There is no more "if this happens that will happen" scenario. It has already started to happen and the result will be a bull market for all commodities to a level that even the wildest (rational) bull cannot not even imagine. The dollar is headed below the estimates of the biggest (rational) bear.
I take what is said here very seriously. What I have just said, I have never uttered before.
The over-the-counter shaking mountain of derivatives can't be fixed by trying to hide it. The problems cannot be fixed by any interest rate action. The problem will not even be fixed by a monetary inflation of unprecedented scope. The problem is coming home by 2012 or much SOONER. 
Keep in mind that the $20 trillion plus over-the-counter credit and default derivatives generally have the following characteristics.
They are:
1. Without regulation. 
2. Without listing on public exchanges. 
3. Without standards. 
4. Not in the least bit transparent. 
5. Without an open market of the bid/ask type. 
6. Dealt in by private treaty negotiations. 
7. Without a clearing house. 
8. Unfunded without financial guarantee of any kind. 
9. Functioning as contracts of specific performance. 
10. Of a character or ability to perform that is totally dependent on the balance sheet of the loser in the arrangement. 
11. Evaluated by computer assumptions made by geeks, non-market experienced mathematicians who assume religiously that all markets return to their normal relationships regardless of disruptions. 
12. Now in the credit and default category and are considered by accepted authorities as totaling more than USD$20 trillion in notional value. 
Notional value becomes real value when the agreement is forced to find a real market for ending the obligation which is how one sells it.
26 Short Of Gold OTC Derivatives - For The Last Time
September 08, 2007, 7:00:00 PM EST 
Short Of Gold Over The Counter Derivatives - For The Last Time

Author: Jim Sinclair

Dear CIGAs,
This could well be the last time I mention this horrid industry wide error of judgment. As the image below drawn in the early 2000s and run in both the Mining Journal and Mining Monthly illustrates, the industry has killed the golden goose. You can argue with me all you want but you are dead wrong and I am absolutely correct. [image: image25.jpg]e e Heroe pm';' T
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I have also said that as gold goes above $700 all the gold shares will rally. This is because there is a huge illegal short in each and every one of the juniors. Those shorts are going to run for cover. Sure you get a reaction in gold as always happen from time to time, and the shorts will stop covering as those professionals are amateurs in the real sense.
I have said to you that as these shares rally, you have your opportunity to adjust your portfolio. That is selling one third or more into strength but not buying back. What you do with those funds is your business, but precious and base metals are the sector of interest. Please remember we cannot and will not provide investment advice – we are here to teach you how to fish for yourself. 
One only needs to track the chain of responsibility that a non recourse loan develops to know that without any question it all comes home to the project, and therefore to all partners on that partnership in the percentage of their ownership of that project.
So your opportunity for reorganization of your portfolio is knocking and will perform because there are two classes of people in the gold share sector. There are those who have their heads in the sand and will remain there and those who simply do not have the brain cells to figure it out.
The answer is dirt simple. If the development loan is non recourse the derivative risk is there for all those that benefit from that loan on that project. 
The rules and accounting procedures that apply here are SAS 133 and SAS 138, as well as rule 10B-5.
The question has to be asked correctly.
 

For the junior exploration and development company or the junior producer:
Dear Chairman of the Audit Committee of the Board of Directors,
I wish to know if project xxxxx’s development loan negotiated for project xxxxx by the major who is your partner was recourse to all and every asset of the major or non recourse to all and every asset of the major, but only recourse to the development project specifically.
Sincerely yours,
Investor
 

For the major producer:
Dear Chairman of the Audit Committee of the Board of directors:
I wish to know what percentage of development loans you have taken since 1991 that are still outstanding, are non recourse to all and every asset of the company, but simply recourse to the project specific for which the development loan was taken.
Sincerely yours,
Investor
 

Non recourse equals derivative risk.
Recourse equals no derivative risk.
So there it is. I am now FINISHED with this subject. You now have the knowledge and the tools to take care of yourself. Make sure you do.
27 Derivatives and Lying
September 08, 2007, 7:07:00 PM EST 
Derivatives And Lying - Two Art Forms That Go Hand In Hand

Author: Jim Sinclair
Oh what a tangled web we weave, when first we practice to deceive. --Sir Walter Scott
Dear CIGAs,
You can play any financial game in a world developing in the global condition of Authoritarian Free Enterprise. Businesses are predators that seek to give the least at the highest price and lowest quality that the market will accept. Products are hyped for months that turn out not to work as expected, or the price is reduced only a few short weeks after the hyped ones have been hosed. How cool is it to overpay for an inferior good?
The public is also to blame. Today are investors willing to pay a proper commission to a human being for a good execution of an order and for the margin crazies a small warning as they come within a hair’s breathe of a margin call?
Lying is no longer a character flaw. It is an art.
So one day just prior to 1990 it was discovered that if one computer was to make both sides of a trade and pass those trades out to two or more separate but same party, transactions in the billions could be created from $250.
The game will work as long as the same computer dissolves the trade by passing out to the other parties, who are supposed to be different but are in truth the same, the closing transaction simultaneously. Put them on at once and take them off at once. This is how the over the counter  [The counterparty is not an exchange.]  derivative was born.  [What’s he talking about?  This sounds important.]
Enron came along and invented 2000 straw partnerships. You might ask yourself why. Unfortunately some financial contractors inadvertently destroyed important documents. My wager is they were the trade records of the 2000 straw partnerships.
If there is a repeat of this, look for 500,000 straw entities, not a piddling 2000 as in the Enron case. Every amoral financial travesty grows and grows in the world dominated by the corporations who do not give a flying F about any member of the public other than the board of directors and themselves, if that goes even beyond themselves.
All of this goes along just dandy while prosperity is king and the almighty buck decides what is right. This is a period when the person who wins at life is that person who when the ends comes has the most toys, yachts, club memberships, custom made everything and maybe even a collection of husbands and/or wives.
Then all of sudden this generations of building mountains of exotic financial transaction that are considered to be money which results in a shadow and shadowy banking system that competes with the already shadowy establishment banking system and globally politicized central banks starts to titter. [totter?]
As in any panic publicly seen or concealed, there is a rush to get the money. The lender stops lending to the borrower because the lender knows the collateral is worthless. 
The derivative market is built on the considered worthiness of unworthy assets. Sure there are those who have acted in good faith, really believing that the over the counter derivative market has sound basis. 
What those trusting souls fail to understand is that the foundational transactions that have given birth to this so called market are down right FRAUDULENT.
As the $20 trillion of credit and default over the counter derivatives begin to unwind they in fact cannot unwind because there is no one computer to match up the simultaneous trades and remove them harmlessly. This is what the spin phrase of "a loss of control in the back offices" means.
This is why I have said emphatically that  a change in interest rates, no matter how fast or significant, an explosion of international liquidity, and all central banks working in accord cannot change the fact that the total mountain of garbage paper in size of over $30 trillion is all falling down. This is the ultimate case of the King has no clothes on.
This is why I have shut up over interim market moves. This is why I have not given you support and resistance in gold. Trader Dan has spoken to the traders. Monty has spoken to those that seek impeccable fundamental reasoning.
I have said one thing. Gold will go to and through all the Angels. Gold is going to and perhaps through $1650. I have warned against margin because the moves will be so significant that you need only a little to insure a lot.

28 Federal Reserve Gold Certificate Ratio, Modernized
October 26, 2007, 5:37:00 PM EST 
Keeping Gold At The Top - The Fulcrum Point At The Peak

Author: Jim Sinclair
Dear CIGAS (Comrades In Golden Arms),
In answer to many inquiries, this time after gold has maximized its potential on the upside, it will not fall as it did in 1980. Actually it will stay within a range at the high level as now a fulcrum point wherein gold rises slightly above and slightly below due to the increase and decrease of “International Liquidity.” This is the Federal Reserve Gold Certificate Ratio, modernized and revitalized. That will be the point of the low in the US dollar decline which I see at .5200

What you need to understand is the gold market is not the bastion of you and I, but of the establishment in the disguise of the buy side of the short of gold over the counter derivatives. This is what Chung Phat and Dr. No knew when I used to tell you about their activities in 2002 and beyond.

The buy side of the OTC short of gold derivative which becomes the lender to the producer at the end of the day takes stock in one manner or the other as the producer simply cannot pay the cash owed. Just have your accountants look at what I outlined to you yesterday. You will see I am absolutely CORRECT. Therefore, the OTC short of gold derivative grantor has always known that their play was not for the profit on the transaction, but to be the majority stockholders of the major gold producers. How can you really believe that they will wish the price of gold significantly lower when there is a tool out there to both hold gold up and stop a dollar debacle, all in one.

It will not cost the Fed or US Treasury anything at all because the market will trade gold as if there was to be a costly move, thereby removing the need to act. It is like the method the PPT uses to control the general equities via the equity indices.

Just review the case studies of any of the companies that have run into derivative problems and you will see exactly what I am telling you is already occurring where control of the producers by dilution as a result of losses on OTC short of gold derivatives are concerned. Simply look at the few reports on who was on the other side of the Ashanti situation, since as it was a clear giveaway. Now there is silence on who the creditors are as a product of the loss developed by the close of the OTC derivative short of gold.

As such you can forget the talk of any action that would, like in the 30s, make holding gold or gold profits illegal or taxed to death.

Let’s go back to late 2002 to review the Modernized and Revitalized Federal Reserve Gold Certificate Ratio and how it will hold gold at prices at and near $1650 while establishing the low in the US dollar, probably by late 2011.

Monday, December 23, 2002, 2:41:00 PM EST
The Gold Cover Clause/The Deflation Solution
The Gold Cover Clause Reserve Ratio

The Final Solution

First:
To understand the key ingredient in this presentation, the reinstatement of a modernized Gold Cover Clause, you must comprehend what in fact the dollar is. To understand this I suggest that you need to think of the dollar in its essential role as the common share of the United States of America. Just as common shares of corporations fluctuate in the market place, so do currencies, and the common shares of countries. Much like a quarterly or annual report, the reported Budget Deficit portrays the quality of economic management of this country. The Trade Surplus or Deficit is akin to the earnings report of the corporation, the USA. The level of the discount rate is the dividend rate of the common shares of the USA. Second: We can track the establishment of the Instant Gratification Economy in the late 60's to its birth in the Nixon Administration. That unfortunate birth took place with the reduction of the requirements of the Gold Cover Clause from 5% to 0% . The function of the Gold Cover is to assure that the size of the money supply does not exceed a given amount of gold cover. The sterilization of the Gold Cover Clause handed the control of the supply of money in the USA over to quasi-political special interest control. It was this act that gave birth to the paper economy of the USA, thereby founding the ensuing three generation Instant Gratification Economy funded by the over production of dollars, now, IMO, confirmed by Chairman Greenspan's own words. Why has the present Chairman of the Federal Reserve System made this distinction so positive to the function of gold in a monetary system?

How would the Gold Cover Clause Affect Gold?
Author: Jim Sinclair
A: Greenspan has noted that the best year for the equities markets in the 30's was the year after gold was revalued. 

There is a real potential of a modified, modernized Federal Reserve Gold Certificate Ratio for Monetary Aggregates (AKA the Gold Cover Clause) may well occur. If this approach was adopted, I believe it would be a powerful US dollar-positive act. It would affect gold in the following ways:

1. A depreciation of the gold price from that point forward would not be in the best interest of an expanding economy. It is reasonable to assume that the Central Bank interest in leasing gold and/or selling gold would logically be reduced if not eliminated. 

2. Gold would still be influenced by the 5 Elements (The Golden Keys), but would be apt to find a floor level in bear phases higher than before. 

3. Should the 5 Elements go positive for a bull phase in gold, then it is reasonable to assume the circumstances would not be too much different from the present.

However it is my opinion that the probabilities support gold in a range of $50 above and $50 below the point at which Gold Cover Clause occurred for most of the time. It is unlikely that the mechanism would occur before June of 2004 when it might be seen as a tool with which to influence the economy, assuming the tax cuts fail then to significantly influence investment decision by businesses.

How Gold Re-enters the US Dollar Equation.
*From “Gold and Dollar Market Summary, Thursday, June 9, 2005*
1. The dollar again enters a full blown bear market as a product of its deteriorating internal fundamentals. 

2. The march into the new system of Authoritarian Free Enterprise continues as a result of all the measures being adopted and reinforced to combat terrorism – perceived or otherwise. 

3. There comes a point in the dollar decline that the public will support draconian measures as they are reassured by eminent authority and political consensus that this is the correct system fix. 

4. At this point, major wealth reassumes a long dollar position. 

5. There are two key items in the draconian plans, the first of which is the significant reduction of Federal entitlement spending for the common benefit of all. This is intended to stabilize the US Federal Budget deficits and save the dollar, thereby creating jobs and improving the US and global economic system. That is the spin. Authoritarian Free Enterprise favors the authority of commerce and not the common good. This is when policy changes will occur, the deficits will come into balance and the US dollar will enter a bullish period. 

6. In the second move, gold enters the picture. Gold convertibility is not what will occur and the Gold Community will not be pleased by the role gold will play. Gold is coming back into the system not at the pleasure of present gold advocates but at the pleasure of the masters of the global economy.

 

Wednesday, May 28, 2003, 6:05:00 PM EST
More on the Federal Reserve Gold Certificate Total Value Ratio
Author: Jim Sinclair
Q: Regarding the "Federal Reserve Gold Certificate Total Value Ratio" discussed recently on your web site.

If I understand you right, the US government is to rescue the dollar by promising to limit their issuance of dollars based on the amount of Treasury gold.

This is supposed to be some form of limited, modified gold standard. They never allow an audit of the physical gold said to be on hand. Even if the number of bars were counted, how would we know who it really belonged to? Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: No it does not because there never will be an audit and 98% of the world will take whatever the Treasury says as gospel. Look at yesterday's rally in equities because each of those buyers believed what the government is saying.

Q: Whatever the ratio of dollars to gold which they promise to adhere to, what is to prevent them from later incrementally changing that ratio as has been done in the past? Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: Yes, that is possible. But a rescue for the dollar most likely in these terms will come if the two tax cuts, a war, the rebuilding of Iraq by US companies, and the spending of all allocated funds fails to deliver the economic conditions required for reelection of the present administration.

Q: If I understand you correctly, there would be no actual re-deemability of US dollars for gold. This is like a mortgage which cannot be foreclosed. Doesn't this make any such revived "gold standard" rescue attempt meaningless?

A: That is correct. It is a balance sheet fix for a balance sheet problem and will work for some time if adopted.

Q: In short, how is this smoke and mirrors gold standard going to add any credibility to the dollar since it will depend entirely on confidence in the US government which is exactly what has caused the problem?

A: Smoke and mirrors are what causes markets to occur. I comment on what I see coming. Nobody wants to hear me pontificate on what I think is correct. I am here to tell you what I see coming, not what I think should be coming.

 

Second:
Items that control, act as alarms. Gold was a control and an alarm that rang through its price. Currency parities were alarms in terms of market fluctuations to or away from parity rates. Nixon's sterilization of the Gold Cover Clause accelerated the world economy on a course to a condition devoid of an alarm system. Today's body economic is much like the human body with the disease whereby the body loses its ability to feel pain, thus inadvertently placing itself in harm's way. We now live in an "Alarm-less Casino Society" within the "Instant Gratification Economy", now in the throes of its own demise. That is why the markets have become pure casinos in which a daily crisis sounds no alarm. An interesting question one might ask oneself is: What post-Nixon Governor of the Federal Reserve has failed to prime the money pump in the USA during the last two years of an incumbent president's term in order to grease the wheels of the economy and equity markets, facilitating the incumbent's re-election?

Third:
Gold has one primary role in its relation to a currency. That role is not convertibility. Convertibility dealt with gold's role in controlling Trade Balances. The source of the problem is not trade balances; it is the freedom to create violent changes in the supply of money. Gold has only one monetary function; it acts as a control. Gold could control the very item that stands at the foundation of today's nemesis, the errors in human judgment resulting in mismanagement of the money supply. It is a glaring contradiction for an economic society, built on the ability of free markets to effect economic distribution, to trust a group of 'quasi-political special interest people with titles' with the management of our economy via the expansion or contraction of the money supply, primarily. Communism and socialism are supposedly dead; the USA is in the process of paying a high price for it is a socialist principle to allow the titled few to manage the economy as has been the case since the reduction of the Gold Cover Clause to Zero.

Fourth:
To determine how a group of people with the ability to act will perform in a market crisis, we need only examine their reasoning and action in a previous situation. The recent extreme decline in US equities has been blamed in part on the Imperialistic Attitude of CEOs acting in some cases above and beyond the law. In order to attempt to create a return of confidence in the paper assets, the common shares of US corporations, new laws have been passed for mandating corporate management's ethical behavior. This is what is called a Legislated Enforced Ethic. Therefore, one can conclude, that in an economic crisis the minds of those empowered to act will gravitate towards a solution that includes the utilization of legislated enforced ethics, especially if the means are already legislated and in the system.

Fifth:
Definition - A spiral is a grouping of cause and effect that work to accelerate each other towards an event which then empowers the spiral itself. There exists a clear downward spiral of events, each affecting the other with no evidence that this cycle will end. A downward spiral in markets is not much different from a downward spiral
in the human experience. In that sense, a downward spiral such as depression requires intervention in order to reverse it. Psychotropic drugs, as an intervention, are often prescribed in order to provide an intervening window that can prevent the depression down spiral from going to its predictable end. Should the patient grasp that opportunity provided by the intervention, taking a more positive look at their circumstances, real progress may occur in their lives. Similarly, to reverse a downward economic spiral of today's proportion, great intervention is necessary to affect a long-term recovery.

Sixth:
Who says that the US dollar, once it closes below 104 on the USDX index, cannot at some time in its 21-month future window of Bear possibilities put on a NASDAQ-type decline? We live in a Casino market world affecting all markets, played by tranches of money larger than that of the central bank individually or collectively. Nobody in the established investment community expected the NASDAQ to do what it did. Nobody in the established investment community expects the US dollar to do what it will do. The heart of the Down Spiral is the US dollar. To stop the Down Spiral, should it get totally out of hand, before a collapse of the $72 trillion dollar
mountain of sewage, unfunded, specific obligation paper, called derivatives, the dollar will have to be rescued long-term by some act to resuscitate faith in that paper asset, the US Dollar.

Seventh:
The Present Economic Spiral, which will cause a significant rise in the gold price and a significant further drop in the US dollar is: In the Environment of an expanding US Budget Deficit we are experiencing an expanding US Trade Deficit, which impacts an expanding US Current Account Deficit which now at 5% of US Gross Domestic Product produces significant currency adjustments in the US dollar.

As a result of a new decline in the dollar below the first low of 104 as measured by the USDX index, non-US holders of US Government Securities will begin to reduce their purchases. The shift in momentum of purchasing reverses the previous up trend in this market, which will result in a surprise increase in interest rates in the environment of weak business conditions internationally. This results in a further drop in general equities from any recovery level or from the present levels, as we have always seen that declining US equity prices are accompanied by further declines in the US Dollar. Therefore a further drop in the US Dollar occurs. And therefore the down spiral marches on and on. This economic spiral will continue to push gold higher and the dollar lower. Each time it impacts upon itself, the factors in the Down Economic Spiral further impact the holders of US Treasury instrument, producing the 5th Element of a Long Term

Bull Market in Gold by creating the most unexpected Long Term Bear market in US Treasury instruments due cyclically and fundamentally, as explained above, to occur. Historically US interest rates are not made by the Federal Reserve. Rather, US interest rates are a product of the market level of US Treasury instruments. That is a key concept to keep in mind.

Eighth:
As part of the conditioning that has taken place during the experience of the three-generation "Instant Gratification Economy", the majority of market participants, even those akin to gold, believe that governments are more powerful than markets. This is a fallacy about to be proven wrong. Markets are the most powerful economic forces in a world awash in paper money. Markets force monetary policy, not the other way around. The Tools to Prevent a Deflationary Melt-down

War is Now Declared on "Deflation" And the Fourth General in the CONFLICT
Is Chairman of the Federal Reserve, Economic General Alan Greenspan


The Tools Are:
1. A devaluation of the dollar in terms of gold by allowing an appreciation in gold's price without significant opposition by central banks. 

2. Reinstitution of a modernized Gold Cover Clause in which the gold holding of the USA will be rationalized to the then existing market price for gold. The holding of Gold for the purpose of this new Federal Reserve Ratio will be considered as the percentage required for the then outstanding liabilities. To expand monetary aggregates, the price of gold must rise or the US Federal Reserve, on behalf of the Treasury, would be required to buy gold. A firm gold market then becomes the friend of the Fed and not the enemy of the dollar. The necessary aura of gold acting as a control would bring greater confidence to the US dollar at the devalued price in terms of the gold price and work toward the appreciation of the dollar versus other currencies. 

3. Adjustment of the Tax Code with a focus on those areas that historically support investment in business activity, which is a most Republican approach to tax codes. Expansion of tax benefits for business investment. 

4. Expansion of monetary aggregates to any level required should inflation figures go to net negative basis with significant expansion ahead of that event in an attempt to prevent deflation. 

5. Fulfillment of all presently financed government projects. 

6. The potential of a War What all this means to the Gold Investorl 

 

· This bull market in gold is generational and not cyclical in nature. It will span a much longer time than any advisor so far has suggested. It may well exist for the next 30 years. 

· There is no need to be concerned that a missed sell point for a trader under $400 gold is a lost opportunity. In fact gold will continually make higher lows and higher highs into the predictable future. 

· Gold producer hedgers who refuse or cannot reverse their hedge positions are in serious trouble. 

· Gold shares have a bright long-term future. 

· The value of properties in promising gold fields will increase significantly. 

· Exploration for new gold properties will increase significantly.

 

**Note for Compendium owners: The above post uses excerpts from 88.pdf, 659.pdf, 2972.pdf and 141.pdf, all available in full on your Compendium CD**
29 Prepare to Defend Yourself 

Saturday October 27, 2007, 8:16:00 PM EST 
The Story Of The Week  [O’Neal’s sacking was not in the news SATURDAY, except as speculation. The WSJ carried it MONDAY.]
     Author: Jim Sinclair

Dear CIGAs,

Ounce upon a time (last week), there was a Wall Street Icon firm, a household name in every financial home. Its name was so famous that it eclipsed the “Buttonwood Tree.” [Merrill Lynch, presumably]
This firm found a great Golden Hen (over the counter derivatives) that earned them billions of dollars. Then along came the Grinch of Reality, and it was required that this Icon firm properly value the product of their Golden Hen (OTC derivatives) which when no market was found laid a giant rotten egg. You see, there is no market for these special performance contracts named OTC derivatives, nor has there ever been. Therefore they have been revalued, yet not properly valued, as the value is still value-less. The loss was Icon-firm shaking.

The CEO of this Icon firm knows that there is another mountain of OTC derivatives in the firm that will eclipse the meltdown cost of the discredited credit derivatives. They are called Default Derivatives. He opened talks with a firm  [Wachovia Corp. CEO G Kennedy (‘Ken’) Thompson, presumably
] made up of Wall Street kids with significant capital, but not an Icon of Old Blue Blood Wall Street. He knows that the next wind that blows will take the Icon firm into a net deficit capital entity, which equals broke.

The Board of Directors of the derivative blasted Icon firm was very, very upset that the CEO would open takeover talks with some street kids. They would never approve of these less than blue bloods. You see, the trophy board of directors knows a lot about many things, but less than nothing about OTC derivative as they have been praised for years by a parade of professors and mathematicians as the mother and apple pie of profit centers.

The Board of Directors in their self righteous New England religious fever of a group of wronged people fired the CEO, not realizing his attempt was to save at least the name of the Icon firm. The now unemployed CEO knows that in time the Default Derivatives exposure way exceeds the remaining capital of the Icon firm. For all intents and purposes this Icon is busted, but the Blue Blood Trophy Board has no clue. If you tried to explain why there is risk to the blue bloods of the trophy board their eyes would glass over. Some of the older members of the blue blood boards of directors of the Icon firm would not be concerned as they would be asleep before the explanation, only waking up as the Chairman declares the meeting concluded, for that is what old blue bloods do.

So the snobs have thrown out a man who never created the problem [added to it, though, by chasing Goldman Sachs], probably didn’t understand the risk, and got blamed after the fact.

This trophy board of directors is quite satisfied with themselves this weekend. They have no idea they blew it and there is a short fused financial nuclear event about to appear in this Icon firm’s blue blood board of director’s room, because they would never let some street kids take them over, and have thrown out the man who tried to save their bacon.

Now if Icons of Wall Street finance can go belly up, what is to say that your bank or broker cannot?

Ladies and gentlemen, prepare to defend yourselves!

THIS IS IT!
From: don.stacey don.stacey@comcast.net

I attended the New Orleans Investment Conference last week. One of the speakers told of a conversation with a man who runs a hedgefund. The hedgefund had purchased Credit Default derivatives on a certain bond issue. The price was 10 million dollars and was purchased two years ago. Recent events have shown that the bonds are worth far less then when they were issued and the hedgefund is now receiving payments. So far they have received $500 million and more to come. The Wall Street firm that must pay on these derivatives is not named.

Wih this anecdote in mind, please read carefully Jim Sinclair's article. And keep in mind that Merrill Lynch reported an $8 billion loss and the rumor is that its CEO is leaving.

The question posed by Sinclair is this: Will Merrill Lynch fail and, if so, how soon? Quite a question! And each of us must think about our banks and brokers and where they stand. We are in for "interesting times" as the Chinese say.

Don Stacey

30 Eliminate Financial Intermediaries
October 28, 2007, 8:26:00 PM EST 
Protecting Your Financial Self

     Author: Jim Sinclair

Dear CIGAs,

For your information, gold above $782 by 3% means $882 - $889 and then on to $1050.

It does not matter if it is next week or next month. It is coming as the price of gold makes its way to $1650.

I have no doubt that $1650 will come. My concern is not that it will not happen, but that I am much too conservative in my long-term price objective since 2000.

Last week’s story [Merrill Lynch, presumably] is becoming too common to ignore. Keep in mind that all this damage has occurred because of a small part of the gigantic mountain of over the counter derivative paper, which if official figures are correct is only 5% of the total. What do you think the financial landscape would look like if 1/3 of the OTC derivative mountain were to melt? It will.

If major international investment banks can be torn apart how can we have faith in the small local institutions that hold most of your ready cash? How about all those retirement plans that prevent you from securing ownership without the need to pay a penalty tax?

When I said “This is IT,” it is not something that I take lightly. Never in 49 years in finance have I seen a set of circumstances so challenging to the man in the street.

If there is a severe financial challenge to the man in the street, there is possible decimation on the top. Decimation may well be too conservative a statement because that means one out of ten. Right now it looks like 80% of major names have problems from their principle position in the issuance of over the counter derivatives. It should not be a shock because the financial capacity to perform on these instruments depends on the balance sheet of the loser in the transaction. Add to that no clearinghouse financial structure and performance is not improbable but impossible in a crunch.

What I am getting at is a simple question. Are you prepared?

You would be amazed how little space $1,000,000 in gold coins takes up.  $100,000 looks like a small loaf of bread. Now you can see the actual transformation from the US dollar to gold as a currency of choice. It has happened.

When gold is purchased as money there is no reason why you should play it as a speculative item trying to buy it cheaply as it may well leave you in the lurch.

It becomes more important now to take delivery of whatever investments you have in shares as paper certificates. Whenever a broker tells you it cannot be done it is either self-serving or rank stupidity. Once you do have them in your position DO NOT lose them.

The basic goal now is to eliminate intermediaries between your assets and yourself. What do you stand to lose by taking this action, a few percentage points interest, and a tax advantage? You gain the advantage of possession in the financial world that is separating people from billions, probably trillions of dollars. It cannot be contained among the Blue Blood International Investment firms. This is coming our way and you cannot simply weave and duck to avoid it. You need to be your own bank, your own broker and your own central bank.

If the once most respected international investment firms are teetering, if not already broke, how can you sit by without taking precautions? You have nothing to lose and your fortune to protect.

If there is no need for the actions I am suggesting then simply put it back. No bank will refuse your money if you wish to deposit it. No broker will turn you away if you want to convert your paper certificate back to a transfer agent’s computer entry.

31 Connecting the Dots: Summary of How it Will Play Out 

February 15, 2008, 4:22:00 PM EST

What Investment Vehicles are Safe
	Posted On: Friday, February 15, 2008, 4:22:00 PM EST
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	Dear Jim,
…………
A month back you made reference to this current leg of the gold bull market ending in 2011. You even said you would tell us the exact week it will do so when the time comes.
My question is what investment vehicles, if any, will we be turning to in order to continue to sustain our and our loved ones existence?
Thanks again,
CIGA Don
Don,
The following is compiled from writings going back from 2003 to present. 
It makes the following points:
1. The answer is looking you right in the face if you have the eyes to see it.
2. One needs only to connect the dots to understand what is happening behind the scenes regarding gold price drama.
3. We take for granted that there must be a buyer on the other side of the gold hedges [forward sales, which he calls ‘short of gold (hedges)’ or ‘short of gold over the counter derivatives’ I think] but never ask ourselves who that buyer or buyers are. For every short in any arrangement there has to be a long.
4. By reading the last article written below [??] you will begin to see a pattern forming.
5. This pattern is nothing short of brilliant.
6. A pattern is the connection of the various dots.
7. All these dots point to a single corporate source.
8. That corporate source is an immensely wealthy entity [??] which is not a gold producer nor in any way in the gold business.
9. When major producers deliver against their short of gold hedges it will represent sales by the producers at the largest possible discount; that sale price being between $300 and $400.
10. Gold is now and has been in many ways accumulated by just those that you point your finger at as anti-gold entities and people.
11. By studying the Ashanti case study you will see how the long side of a derivative can be settled in common shares with the losing entity  [the longs who did not get their gold] ending up in control of the company and therefore the production.
12 This influence as a product of [via the mechanism of] derivatives will control world production and hold the largest gold position
Therefore when gold reaches whatever its high side potential is the size of the position precludes any liquidation. By the following method gold will trade closely (within $50 to $200) around the figure it was trading at when the installation of a new Revitalized and Modernized Federal Reserve Gold Certificate ratio occurs.
13. This will not represent gold convertibility.
14. This will not be as the previous entity of the same name connects to automatic increases or decreases of interest rates.
15. This will be attached to a measure total liquidity.
16. Should liquidity rise the price must also rise to meet the liquidity level so as to balance to some degree the balance sheet of the USA.
17. In all likelihood the Fed and the Treasury will never have to do anything as the market will speculate via some listed vehicle on the rise and fall of liquidity and therefore the gold price. The US dollar will end its bear market the day this mechanism is put in place, most likely at USDX .5200
18. The bottom line answer to the question, “WHAT COMES NEXT” is there will be nothing to do but enjoy your profits as gold will not crash after reaching its maximum but trade closely around it according to liquidity increases or decreases.
Those that know this  [the corporate source / entity plus us CIGAs] have been the major buyers on every reaction as the community panics. The gold shares, most certainly juniors that are not the target for control that TODAY are being thrown out the window, will enjoy a level of prosperity that they never even dreamed of.
Please keep in mind as you read this that it was written as early as 2003 and as recently as last week.
 

 

What Comes Next:
 
Here is where the circumstances change. I doubt you will have a repeat of 1980 wherein gold began its return to commodity valuation and declined in stages from $887.50 to $248.
You have to realize that in the age of Authoritarian Free Enterprise, a PPT and a more active Exchange Stabilization Fund, circumstances will change.
If you, as I do, assume all major markets are creations of the unseen dirty hand, it follows that when gold reaches the characteristic mentioned above that the unseen hand would have most all the capital there is to have. That capital due to the nature of the beasts will be paper assets. The time will have come to protect that value.
Gold has always functioned primarily as a CONTROL item and convertibility is simply impossible. It is too inefficient to settle world trade without causing serious difficulties regardless of the price.
Gold would again function as a control item in the US dollar in the form of a revitalized, modernized Federal Reserve Gold Certificate Ratio tied to a measure of international liquidity as measured by the ounces of gold held by the USA times the price of gold equaling the market value of the international central bank’s holding of US Treasuries. In the 1930 this item was tied to an automatic adjustment of interest rates practical then and totally impractical now.
It stands to reason that those with most of the US dollars would wish to start a dollar bull market to profit even more. Control over desires is not a virtue at the Bilderberger Hotel.
Further explanation of the construction and function of the Federal Reserve Gold Certificate Ratio can be found in the following missives:

More on the Federal Reserve Gold Certificate Total Value Ratio
(Originally posted Wednesday, May 28, 2003, 6:05:00 PM EST)
Author: Jim Sinclair
Q: Regarding the "Federal Reserve Gold Certificate Total Value Ratio" discussed recently on your web site.
If I understand you right, the US government is to rescue the dollar by promising to limit their issuance of dollars based on the amount of Treasury gold.
This is supposed to be some form of limited, modified gold standard. They never allow an audit of the physical gold said to be on hand. Even if the number of bars were counted, how would we know whom it really belonged to? Doesn't this make any such revived "gold standard" rescue attempt meaningless?
A: No it does not because there never will be an audit and 98% of the world will take whatever the Treasury says as gospel. Look at yesterday's rally in equities because each of those buyers believed what the government is saying.
Q: Whatever the ratio of dollars to gold which they promise to adhere to, what is to prevent them from later incrementally changing that ratio as has been done in the past? Doesn't this make any such revived "gold standard" rescue attempt meaningless?
A: Yes, that is possible. But a rescue for the dollar most likely in these terms will come if the two tax cuts, a war, the rebuilding of Iraq by US companies, and the spending of all allocated funds fails to deliver the economic conditions required for reelection of the present administration.
Q: If I understand you correctly, there would be no actual redeemability of US dollars for gold. This is like a mortgage, which cannot be foreclosed. Doesn't this make any such revived "gold standard" rescue attempt meaningless?
A: That is correct. It is a balance sheet fix for a balance sheet problem and will work for some time if adopted.
Q: In short, how is this smoke and mirrors gold standard going to add any credibility to the dollar since it will depend entirely on confidence in the US government, which is exactly what has caused the problem?
A: Smoke and mirrors are what cause markets to occur. I comment on what I see coming. Nobody wants to hear me pontificate on what I think is correct. I am here to tell you what I see coming, not what I think should be coming.
If a modernized Federal Reserve Gold Certificate Ratio is adopted, gold will trade $100 above and below the gold price of that day, be it $1000, $1650 or some other price. The US Treasury will not have to do anything, as derivatives will first be listed to wager on this change thereby changing the gold price itself.
Like a company coming out of bankruptcy with a balance sheet balanced and some mechanism to permanently control that situation, the US dollar as the common share of USA Inc. will enter a long-term bull market.
Here is where Gold and Silver disconnect in direction. Silver goes up like a rocket and down like a rocket. Gold goes up like a rocket and stays there.
 

Gold and Dollar Market Summary
(Originally posted Thursday, June 09, 2005, 7:54:00 PM EST)
Author: Jim Sinclair
Dear CIGA:
In five to ten years Henny Penny can fall from the sky! But let me give you an alternative scenario to the recent statements made at the Reuter’s Mining Summit about the dollar and its relationship to gold.
The Advent of and Application of a Modernized, Revitalized, Federal Reserve Gold Certificate Ratio.
How Gold Re-enters the US Dollar Equation.
1. The dollar again enters a full-blown bear market as a product of its deteriorating internal fundamentals.
2. The march into the new system of Authoritarian Free Enterprise continues as a result of all the measures being adopted and reinforced to combat terrorism – perceived or otherwise.
3. There comes a point in the dollar decline that the public will support draconian measures as they are reassured by eminent authority and political consensus that this is the correct system fix.
4. At this point, major wealth reassumes a long dollar position.
5. There are two key items in the draconian plans, the first of which is the significant reduction of Federal entitlement spending for the common benefit of all. This is intended to stabilize the US Federal Budget deficits and save the dollar, thereby creating jobs and improving the US and global economic system. That is the spin. Authoritarian Free Enterprise favors the authority of commerce and not the common good. This is when policy changes will occur, the deficits will come into balance and the US dollar will enter a bullish period.
6. In the second move, gold enters the picture. Gold convertibility is not what will occur and the Gold Community will not be pleased by the role gold will play. Gold is coming back into the system not at the pleasure of present gold advocates but at the pleasure of the masters of the global economy.
Gold will function as a control item for the US dollar. Convertibility is simply too automatic and too cumbersome for the barons of commerce. Gold’s role, however, as a barometer and control item will be seized in the form of a modernized, revitalized Federal Reserve Gold Certificate Ratio.
Gold will be tied to levels of international dollar liquidity measured by the outstanding US debt in the hands of non-US entities. This is another view of the cumulative affect [effect?  (Interesting, each works, but a little differently!)] of the US Current Account.
Assuming the unfortunate event that the price of gold closes any day at the end of the open outcry session of the COMEX (simply as a point of measure) 3% above the $518 - $529 price level it can be considered having moved out of a normal bull market into a run away market. That run away situation would be the signal that gold has assumed its traditional role in attempting to balance the international balance sheet of the USA.
That is another way to say that the value of the gold held by the US Treasury would be at a market price that would when computed be equal to the amount of US Treasuries held by non-US entities calculated at par or 100 cents to the dollar issue price. That situation would be the balanced position of assets versus liabilities for the US dollar internationally.
That price then is recognized internationally by central banks and all gold is revalued on their respective balance sheets to this market price. By this means, the US Current Account now becomes the means by which the US Treasury must increase their gold position if the price of gold times the gold held by the US Treasury (Gold Certificates) is below the level of value at par times all the US Federal paper held by non US entities.
This is modernized because it is not like the old Federal Reserve Gold Certificate Ratio that was tied directly to the cost of money. It is revitalized because it moves to maintain the balance of the international balance sheet of the USA Inc.
Such a condition for a corporation is conducive to acceptance of its common shares. Such a condition by a country is conducive to the value of its common share namely its own currency. Thus, the old outdated and impractical US Federal Gold Certificate Ratio becomes modernized and revitalized.
If the holdings of US Federal paper dropped internationally, the US Treasury could stand pat or sell gold.
There is no question that instruments of speculation would immediately appear, allowing the market to place bets on the state of the US current Account, marking the price of gold to the assumed level thereby relieving the US Treasury of having to do anything at all but watch as the market keeps the US international balance sheet in balance for them.
 
The gold people would be quite pleased with the price of gold and quite displeased when they recognize whom it protects. However, the system of Authoritarian Free enterprise with a sound US dollar controlled by gold - not convertible but as a control item of US creation of international liquidity – would guarantee the dollar’s viability for generations to come.
 
It would reinstate a one-alarm system and that alarm would be turned off [set off??] immediately in the marketplace or by the US Treasury at will.
 
The action of the marketplace or by the US Treasury would - if liquidity were created - assure that the balance sheet of the USA was always in balance.
 
The fix as predicted as the Reuters Mining Summit. That can only happen for short to the problem is a balance sheet fix and not a fix that gold convertibility will have any place in.  [wha??]
 

Dear CIGAS (Comrades In Golden Arms),
(Originally posted April 2006)
In answer to many inquiries, this time after gold has maximized its potential on the upside, it will not fall as it did in 1980. Actually it will stay within a range at the high level as now a fulcrum point wherein gold rises slightly above and slightly below due to the increase and decrease of “International Liquidity.” This is the Federal Reserve Gold Certificate Ratio, modernized and revitalized. That will be the point of the low in the US dollar decline, which I see at .5200
 
What you need to understand is the gold market is not the bastion of you and I, but of the establishment in the disguise of the buy [long] side of the short of gold over the counter derivatives. This is what Chung Phat and Dr. No knew when I used to tell you about their activities in 2002 and beyond.
 
The buy side of the OTC short of gold derivative, which becomes the lender to the producer at the end of the day, takes [the producer’s] stock in one manner or the other as [when] the producer simply cannot pay the cash owed. Just have your accountants look at what I outlined to you yesterday. You will see I am absolutely CORRECT. Therefore, the OTC short of gold derivative grantor has always known that their play was not for the profit on the transaction, but to be the majority stockholders of the major gold producers. How can you really believe that they will wish the price of gold significantly lower when there is a tool out there to both hold gold up and stop a dollar debacle, all in one.
 
It will not cost the Fed or US Treasury anything at all because the market will trade gold as if there was to be a costly move, thereby removing the need to act. It is like the method the PPT uses to control the general equities via the equity indices.
 
Just review the case studies of any of the companies that have run into derivative problems and you will see exactly what I am telling you is already occurring where control of the producers by dilution as a result of losses on OTC short of gold derivatives are concerned. Simply look at the few reports on who was on the other side of the Ashanti situation, since as it was a clear giveaway. Now there is silence on which [who?] the creditors are as a product of the loss developed by the close of the OTC derivative short of gold.
 
As such you can forget the talk of any action that would, like in the 30s, make holding gold or gold profits illegal or taxed to death. [emphasis by me]
 
Let’s go back to late 2002 to review the Modernized and Revitalized Federal Reserve Gold Certificate Ratio and how it will hold gold at prices at and near $1650 while establishing the low in the US dollar, probably by late 2011.
 
http://goldismoney.info/forums/showthread.php?t=193312
 
Follow the dots:
Dear CIGAs,
(Originally posted February 2008)
There is an axiomatic truth in defining society, “The Structure of Power is Pyramidal." What that means is that as your position of power rises in human society there are less people with more power above you until you reach the top where there is but one person in control of all below.
That person and the first two levels below are unknown. Conspiracy theory comes from a less than perfect observation of what is simply natural. All food chains have a top dog, not top dogs.
Many inquired why I said 30 dollars lower that ABX would consolidate the gold field and not suffer from its short of gold position until much later on. The reason is simple. The highest level of the “Pyramid of Power” is the long side of those short sales, which are extremely close via agents to ABX.
In the final analysis ABX will have obtained all the production that can be achieved then it will be watered down as per the Ashanti case. I doubt any present stockholders will care because with gold trading at or above $1650 the price of ABX will be in the stratosphere. The then stockholders of ABX's hit will be light compared to Ashanti.
The point I am trying to bring home to you clearly, directly and not between the lines is that those you blame for today’s most uncomfortable Western world economic conditions and the derivative disaster that is only starting are those that run these people and have long positions in most gold hedges. As unnamed international stockholders owning the majority of ABX shares, they will control ABX who in turn will control all the available gold production by acquisition.
That fact is by itself all you need to know in order to have the courage to step up to bat in every decline in the gold price is scale buying after having sold some on every Rhino horn. That is all you need to know in order to sit tight with your gold and gold share investments, knowing that just those in the highest position in the pyramid of power are those who have the largest position in physical gold and have a strategy in place and operations to control gold production going forward from 2011.
This is all you need to know in order to understand that gold will not collapse as was evident from 1980 to 2001.
I will review well ahead of time the mechanism that will assure gold remains trading in price around its final high, not significantly lower. It is not convertibility, nor the gold cover clause as previously structured. It is this that makes the business of precious metals and the companies therein excellent investments, even though today you are screaming bloody murder.
Remember when gold was just going through $300 and $400, you heard from me about Chung Phat and Dr. No? Well they are real people.
Check the honorary directorship of ABX then hunt all the boards they are presently serving on after which you will need oxygen.
This is just one of the many reasons that the present action in gold, today off about $30 from the top, is nothing but noise on the way to $1650 and probably above.
Of course those that believe TA is the sole determinant of the direction of anything will be screaming against gold this weekend. They forget that major interest[s] can paint the charts of a market as tiny as gold with the greatest of ease.
 


32 In The News Today
Wednesday, February 27, 2008, 6:44:00 PM EST
……………….

Dear Jim,
I received the following article. Please read just this one and comment. I know that is not what you do, but please for me!
Regards,
CIGA Arlen
Dear Arlen,
I have read this as you requested. It is what I HAVE ALREADY told you!
The hedge funds have been short the juniors and long the majors, resulting in overpricing the major and violently under-pricing the juniors.
The shorts continue their campaign by selling usually near the close on relatively light volume to attempt to make many issues look bad.
All you need to do is look at your junior in question on a 9 or 18-minute chart and check the volume of each bar. The operation at hand will scream out at you when compared to the total volume on the day.
Low volume selling within minutes of the exchange closing followed by even more miniscule selling on the electronic after hours are a dead give away someone is working hard to paint a picture by NOT SELLING TO SELL VOLUME, ONLY TO MOVE PRICE.
They will get burned. You can count on that. 
Any issue doing well on the ground should not be bothered at all by both legal and illegal shorts. The undervaluation with gold running towards $1650 will burn them.
I have been spot on regarding gold and will be spot on regarding this issue. I am open to wagers.
A company that has in-ground assets rising in value should love the short that gets increasingly short as that will ultimately benefit the situation. The short is pushing their luck at this point.
Regards,
Jim
………

33 This is It as We Slip out of Control
Monday, March 10, 2008, 10:27:00 AM EST

Attempts to use tools that have no practical power to cure the problem is pushing the problem over the hill.
In the Weimar Republic it was agreed that the great plan to depreciate the currency in order to depreciate war reparations written in their currency would “get out of control”. The currency began a march to zero and therefore gold to infinity in terms of that currency.
I do not expect such a situation here …..however today’s conditions are a duplicate of the Weimar case study. 
All you need to do is take the words “war reparations” out of the Weimar case study and replace them with “over the counter derivative meltdown in credit and default derivatives” and you have a similar situation in economic history to which you can compare today’s.
34 Understanding The Market For Gold
Wednesday, May 28, 2008, 2:08:00 PM EST
Dear Friends,
Gold is not acting in a manner outside of what should be anticipated in the smallest market anywhere being played by the largest money in the world.
The violence you are experiencing is based on the above along with a misunderstanding of the mechanics of a metals dealer.
The big six that are generally identified as the enemy of gold also represent major metals dealers and in some cases are metals dealers themselves via subsidiaries such as J. Aron
 in London. 
1. Metals dealers buy metals from producing companies at a discount to form, condition and location. 

2. The metals dealer prices their buy according to their ability to sell the metal in the forward market. 

3. That transaction is a true hedge. 

4. The short side of the gold trade as in this example is risk free at that point. 

5. In the old days a modest profit fulfilled the desire of the metals brokers. 

6. The short was covered when the purchased bullion metal was sold to industry. 

7. Today the world has no ceiling on desires. 

8. The metals dealer of today wants to make $50 or more, not 50 cents. 

9. The gold market becomes prone to declines from time to time by entities like crude oil or the euro. 

10. The metals dealer has a risk-less short position on. 

11. At this point risk is taken by selling to hammer prices lower, not to sell volume. 

12. This can be identified by a floor trader in open outcry or later by computer entry offering thousands of gold contracts for sale when a few hundred or even ten is the only buyer showing. 
13. The bravado has a purpose. That is to scare the gold market lower using the least sales required. 

14. As gold moves into areas of major support the metals dealer buys back the short. 

15. As the producers continue to sell, dealers then buy as in number one but play the market and back higher the gold price goes. 

16. The short is then put on by the metals dealer at Angels or round numbers. 

17. This along with mindless black boxes and follow the leader hedge funds results in the largest money on the planet playing the smallest market on the planet. This creates a large degree of unprecedented volatility. 

18. The net result is that people assume a huge dedicated short, which is wrong. 

19. What is correct is a turning short that keeps the number high but in fact is made up mostly of risk-less trades. 
20. The trades are not registered as hedges rationalizing that; in today’s world a hedge is defined as a different transaction than outlined. 

21. Since these trades are made generally either as broker or principle by the big six who can do no wrong, who cares how they report it. 

22. The metals dealers do all possible to invite the assumption that they are dedicated shorts when they are NOT. This benefits their desires as up moves try and push a short that in fact turns over at a profit and has no dedication to anything other than the 21 points just made. 
23. What people refuse to believe is that just those that are identified as the enemies of gold will be the ones that make the most long gold. 
24. We will discuss 24 as times moves along. I have outlined to the attendees recently in New York and Toronto why 23 is FACT, not fancy. 
 

35 The Catalyst For Financial Disaster

Friday, July 25, 2008, 9:56:00 PM EST

Dear Friends,
A serious event occurred today. This event was the very public international recognition of more off balance sheet so called “assets” revealed as having little, if any, value.
This event is arguably the most serious financial upset ever. If you have not protected yourself, it is getting very late - maybe too late.
Your best hope is that this event is so complex that the herd of self anointed experts has no clue what that vehicle is, how large it is and therefore the profound meaning it has.
Gold, serious junior gold shares (the only seriously underpriced and therefore real value in equities) and non-dollar short term federal currency instruments are your sanctuary. You better get there, and get there FAST!
 

Click here for the criteria you should consider when selecting junior gold share situations. [included just below]
 

The meaning of this is not only are Freddie and Fannie’s troubles much costlier than realized, but now there is an entirely new definition of market-less financial entities with off balance sheet assets that undermine primarily the US and now international banking systems. Conduit mortgage OTC derivatives will have to be marked down now that the sun is shining on them.
The U.S. mortgage industry transformed itself in a way that has opened dangerous SIV sub prime real estate conduits to global capital markets.
A conduit loan is priced by swaps and swap spreads, thereby becoming a package of various OTC derivatives generally derived from a formula that would make Einstein look like a kindergarten mathematician.
By turning mortgages into securities, lenders created vast distances between homeowners and their mortgage holders, who can be anywhere in the world such as Australia.
US banks have written down $450 billion in bad housing loans. The revelation from NAB means that they will now certainly need to take provisions to $1,000 billion. Write-downs of $1,300 billion and perhaps even more are in the cards. 
That guarantees the USDX at .6200 and more likely at .5200. 
That guarantees gold to reach at least $1650 much sooner than I anticipated.
This strongly suggests that my estimate of $1650 is significantly below the price of gold coming soon.
This opens the probability that a modernized and revitalized Federal Reserve Gold certificate ratio tied to the M3 will evolve into the monetary system.
The greatest economic crime ever committed is OTC derivatives. Those that proffered these will have killed more people than most wars.
This is it and it is NOW!
Respectfully yours,
Jim Sinclair
The criteria to consider for the selection of a precious metals junior is as follows:
1. Management ethics, found out by checking litigation, criminal and credit records. All this information is now easily attainable. 

2. A property or properties with outstanding upside promise sustained supporting data. 

3. History of success both on the ground (properties to mines) and in the financial markets (stock performances of at least 10 to 1 value). 

4. Strong hands on board 

5. Key man insurance 

6. Order of succession in place. 

7. No anti-takeover devices written into the indenture of your certificate. 

8. Availability of knowledgeable person in the company to speak with. 

9. You retain a property-qualified geologist to perform a desk review of all exploration, development and production information at company headquarters. 

10. A property visit by this consultant if the position is to be of significance. 

11. The company has access to financing. 

12. The company has used financial restraint, therein having control over insider options, preferably none. 

13. The company has no warrants outstanding. 

14. A significant short position at this time is highly desirable. 

15. The market must be liquid so therefore some respectable listing is preferable. 

16. Preferably not listed on the Frankfurt Bremen Exchange. 

17. Key executive and board members hold a reasonable amount of shares. 

18. Goodly number of stockholders. 

19. Owned by but not primarily owned by some respected fund interest. 

20. Preferably not in any index. 

21. The company has a good Sarbanes Oxley program with financial checks and balances. 

22. Audited by a respectable firm with special attention to who does the subsidiary audits if offshore to the venue of incorporation and trading.
36 Back to the Gold Investment Basics
Thursday, July 31, 2008, 10:58:00 PM EST 
Back To The Gold Investment Basics
Author: Jim Sinclair

Dear CIGAs,
… let’s get down to the basics:
1. Protection of your hard earned assets is the first and foremost needful exercise.

2. Investment of those assets is the secondary consideration. What good is an investment if it is unprotected from financial agents.

3. Gold must not be approached as a speculative vehicle in which you want to make a killing. If you approach gold in that fashion it will be you who will be killed because of its volatility.

4. Gold is a currency. All the analysis, questions you ask me and handholding I willingly do sit directly on that correct definition. This understanding is the route to answering your entire question and almost every foolish article you inundate me with that fails to see that.

5. To protect your retirement accounts you have two avenues of approach. 
a. You request direct registration as a book entry at the transfer agent, naming your trust entity and your retirement account name. This creates what equates to a check requiring two signatures and thereby assures a fast settlement and payout by a bankruptcy judge.
b. You require your trust agent to assure you that your IRA is held in a true custodial form. That means the assets of the retirement account are segregated to your IRA account name and is not part of the balance sheet of the financial agent. If those assets are in the nominee name of the Trust agent your assets are on their balance sheet.

6. Physical gold is insurance. If some financial agent is holding physical gold for you in any form you have violated the insurance characteristic. What you do not have in your hand or safety deposit box is not insurance.

7. Do not send money to or deal with anyone you cannot find. The scams in gold are prolific and transparent to a professional like me.

8. Any entity that offers to help you violate the law will certainly violate you before you get a chance to break the law. 

9. Any entity that, as a main attraction, offers you gold somewhere outside of your domicile that is difficult to see and touch probably has taken your money and you have nothing to worry about. The reason you have nothing to worry about is you have nothing.

10. Share investments in precious metals entities can be protected three ways. The first is to take paper delivery of your shares where available. The second is by you ordering direct registration as a book entry at the transfer agent. Third is that you keep your shares at a financial agent that offers true custodial accounts. **Note - Canadians cannot get direct registration at the transfer agent for Canadian entities. We are working on that.
11. All those holding Swiss, Euro and Cando short-term treasuries in their accounts as true custodial form need to take one more step. That is to firmly ask if the broker holding these assets are certain that the depositories for the broker have provided your broker themselves with true custodial form. 

This is a systemic problem where we may need to build new forms of protection to rest comfortably. We must be sure that our broker has protected itself (the brokerage house or bank) in order to protect you when offering true custodial accounts. 

Each link in the chain of ownership must be firmly segregated, not held in nominee form.

Settle for nothing less.

 

A new twist – isn’t:
Many of you are running to a certain cyber broker that suggests if you hold a security bought by them as an investment in a country other than your domicile that they will do this in the currency of that country as a service.

That is how it is anyway. They are doing nothing whatsoever for you that does not already exists. 

There are certain subjects that I will tell you about one time and one time only.

Here is an example.

You buy a Canadian company trading in the US. You pay in dollars. Your company will rise and fall according to the exchange rate even if it was in freeze frame at one price only.

If you elect to sell via a US brokerage house on the Canadian exchange it trades on, you settle in Canadian dollars. If you have an account opened at the Canadian branch of the US house you will have to do a little one step and voila, you are in Canadian, Swiss or Euro treasuries if you wish.

That is no special service. That is what happens anywhere you deal if you know what to ask for.

The minute you buy a foreign share, regardless of where it trades, you have expatriated those funds into the currency of the domicile of the company’s funds, legally, in the light of day without any violation of any law.

This is precious information if you have the eyes to read and the ears to understand. 

I will not publish or reply to questions on this specific subject again.

 

Keep in mind:
1. Gold is going to $1200 this year.

2. Gold will trade at $1650 on or before Jan. 14th, 2011

3. The US dollar will trade at .6200 and .5200 USDX.

4. The Euro will trade at $2 or better simply because it is the large cap not-dollar.

5. None of the above is worth anything to you if you fail to protect yourself against the broken financial system right now.

Respectfully yours, 
Jim
37 Currency Bands Modernized and Revitalized 

Posted On: Wednesday, August 13, 2008, 1:12:00 PM EST

European Central Bank Action Visible For All to See

     Author: Jim Sinclair

Dear Friends: 

Welcome back to the Bretton Woods Agreement: Currency Bands Modernized and Revitalized.

It is so transparent that you would have to be blind not to see it. Today, Jean-Claude Trichet, the European Central Bank president, returned to his strategy statement that inflation was a more compelling issue for the ECB than the level of economic activity.

The majority of the last three generations of currency traders make their market decisions based on anticipated interest rate differentials.  The Euro was muscled off the near $1.60 level by more than $10 billion in currency market intervention, along with Trichet's verbal intervention stating that the economic environment might take precedent over inflation. Today as he reverses himself by making inflation the primary concern, more intervention is taking place to make the Euro look weak in the face of a statement that should have the opposite impact.

Now [with EUR.USD around 149.4] you have the Euro "verbal currency band" reinstated at a low of $1.49 and a high of $1.60. Alarms have now been put in place in the Euro that will scream like a siren when violated.  The Euro trading above $1.60 will clearly show that Central Bank power has been overcome by market action.

The U.S. and ECB Central Banks will [in the near future, presumably –FNC] change the bands to $1.55 - $1.65 but that will fall quickly as my following comments outline:

Gold will recognize that the lower band is the floor price for the Euro at which time market reactions for gold will become less violent and higher highs will be achieved. A little less violent trading range for gold would certainly make life easier for everyone - especially those companies that produce, explore and develop mineral deposits. 

I have informed you many times that there is going to be a revitalized and modernized reinstatement of the Federal Reserve Gold Certificate Ratio. This upcoming monetary tool has been reviewed many times on www.JSminset.com. Go to search to review.

The Revitalized and Modernized Federal Reserve Gold Certificate Ratio will be tied to a reintroduction of M3. It will not be tied as in the pre-Bretton Woods Agreement. The treasury will have nothing whatsoever to do as the open market will do it for them.

Now I can state with total conviction that when the Federal Reserve Gold Certificate Ratio is reintroduced gold will trade $100 above and below this index gold price for many years to come. I anticipate this at gold $1,650 [ = 1 oz. of an LBMA good delivery bar] .

Therefore, fear of a 1980 gold experience on the downside is no longer valid.  I have told you that those you identify as gold's enemies are indeed gold's best friends. As always, those close to power are going to make more on gold that the disbelievers in the gold community ever will.

With the introduction of the revitalized Federal Reserve Gold Certificate Ratio and currency bands, gold will be supported by a peg and the Euro will not. When this unfolds in front of all the meatheads in the investment world, it will be seen that gold is a better investment than any currency. 

Now you see the plan unfolding exactly as it has been outlined on www.jsmineset.com for more than seven years.

Respectfully,

Jim
38 More On the Federal Reserve Gold Certificate Ratio 

Posted On: Thursday, August 14, 2008, 7:20:00 PM EST

More On the Federal Reserve Gold Certificate Ratio

     Author: Jim Sinclair

Why will the effort to call any top in the gold price be a waste of time for the gold-ignorant gurus? 

Prior to being reduced to zero percent and then removal from the books, there was a direct link between the value of US Treasury gold held (a fixed price of gold then) as a percentage of the growth of the US money supply. As an example, when the cover was deemed to be 25% that meant that as the money supply expanded the value of gold had to be expanded by 25% as well.

Because the price of gold was fixed, the gold cover clause, as this device was known, mandated an automatic change in the Federal Reserve Discount rate in order to depress the demand for funds in the US economic system.

There is an argument that says as the dollar was becoming a primary reserve currency, and world trade was growing at record rates, the automatic changes in a monetary system were restraining the true wishes of the Administration and Federal Reserve.

After the demise of the Bretton Woods Agreement, everything financial moved towards a floating system
. The move away from fixed points towards a fully floating financial system was the process of removal of all financial ALARMS. No longer was there a currency parity rate that when hitting the lower or upper bands rang an ALARM. The concept of financial crisis no longer existed.
The movement of any currency up or down - as the Euro recently did - would have been considered a financial crisis. We have just witnessed multiple central bank interventions that are accepted by the establishment?s international investment community as a dandy deed in the cover up of other serious systemic weaknesses. As a result, upper and lower bands have been considered and implemented. To benefit the plan, the lower limit of $1.49 will not be defended yet in time the market will. $1.49 is only a point after which no great undertaking of intervention will be applied. Let the apples fall from the tree, if they please, as per today.

There is no return to a FIXED anything, but there is a clear indication of a return to the relationship of floating financial alarms, a marriage between the thesis of Bretton Woods and the floating sins of our Financial Fathers.
[Jim then continues:]

The Revitalized and Modernized Federal Reserve Gold Certificate Ratio will be tied to a broad measure of money supply, M3 or another new definition of liquidity.

The gold that the US Treasury has held primarily at the New York Federal Reserve will be valued at market at the time of adoption of this mechanism. Please understand that regardless of the arguments concerning the number of ounces the Federal reserve holds, since it will never be audited, accept what is said as correct. Now the floating increase or decrease in monetary aggregates will mandate a change in the value of the gold held by the US Treasury.

The US Treasury will never have to buy or sell any gold because vehicles will be created that are immediately traded on exchanges that will speculate on the changes in the broad base monetary aggregate in terms of the gold price. That will serve the needs as the aggregates increase.

This is in fact a public way to view the aggregate change by changing the value of another asset, which is a means of balancing the balance sheet of the USA as it was at the day of adoption. It is not convertibility. It floats and is not fixed.

When the need is greatest it will be seen as an acceptable return to a form of disciplined central banks actions. It will be a reinstatement of an alarm mechanism but with parts that float.

The market value of gold on that day will be a pendulum-starting point, not a fixed price. The broad measure of money supply on that day will be 100 on the liquidity index.

Assuming the dollar is at .5200, the adoption of this mechanism could mark the low of the US dollar for this chapter of the financial history of the USA.

There are other items that will have to fall into place if that is to be the dollar saver from a complete Weimar experience. But this is the major criterion for success.

I assume it is January the 14th, 2011 and gold is trading at $1,650 or higher. Then I would assume the price of gold to trade $100 above and below the price of gold on that day according to changes in the liquidity index.

If the USA would like to avoid the USD$ from a Weimar experience this is the key ingredient to preventing that.

The US dollar is headed in the direction of the Weimar Experience in order to satisfy financial failures of significance.  Some smaller entities will be rescued by Federal Money, exploding the US Federal Budget deficit and putting the weight of more newly created dollars on the inherently weak dollar. 

There is a 70% possibility that since central banks have moved to floating currency parities that the modernized and revitalized Federal Reserve Gold Certificate Ratio will follow [follow what? to where?] under the pressure of future systemic and grave financial circumstances.
39 Federal Reserve Gold Certificate Ratio - An Important Point To Clear Up

Posted On: Friday, August 15, 2008, 11:26:00 PM EST

     Author: Jim Sinclair

Dear CIGAs,

To clear up one point:

Assume the broad measure of liquidity was $100 and was covered by 25% gold value. If the liquidity measure then rises to $125, a 25% cover to remain the number is now 25% of $125 for the value of gold held.

There is no connection between this cover and interest rates. Everything floats and the market determines that float in anticipation of the liquidity level.

Simply stated:

There is an exceedingly high probability that when gold gains significant value as the singular currency of preference there will be NO repeat of the 1980 scenario.

There are Two Types of Inflation:

   1. Cost push

   2. Demand Pull

Increased interest rates can soften the power of Demand Pull Inflation by acting to slow down the pace of business activity, but has no power at all as the present inflation is caused by "Cost Push" as increased short term rates simply add to the costs. Business is not recovering and credit problems are spreading, making hawk talk nothing but talk.

We do not control Asian economies that will continue to grow, even if at a lower rate of gain. The cost of materials has suffered a severe reaction in a severe up trend, but is far from being in a bear market as financial TV now declares. Global destruction of demand as applied to crude is just a tad too extreme to be applied to the world energy situation.

If the US Fed were to embark on a program of inflation fighting utilizing short-term interest rates, under present monetary conditions they would trigger a transition from a severe recession into a world-class depression. Hawk talk makes good press and neat spin, but to those few that understand, it is rank crap.

Conclusion of today's commentary:

Gold is going to $1200 and to $1650. This week's action can only delay that event but not for a substantial period of time.

Gold when it reaches these high prices needs not repeat the 1980 scenario. The means of that phenomenon beyond the grasp of the gold bears is The Federal Reserve Gold Certificate Ratio, not tied to interest rates, modernized and revitalized.

Either a significant rise or a significant fall in the euro has a firm economic rationale for a significant rise in the price of gold. That event will be determined by who monetizes international financial entities and major manufacturing companies - the Fed, ECB, or both.

I believe the US Fed must be that entity and therefore the euro rises and the dollar falls. However in the end, it does not matter.

The basis of my belief is that the ECB cannot legally perform such rescues. Changing that restriction is in a practical sense, impossible.

Gold will go to the levels outlined.

Do not allow the events of the past week to weaken your determination to protect yourself by distancing yourself from your financial agents to the degree of practicality.

Do not be sour of gold held without margin. It is an insurance policy that most unfortunately will certainly payoff.
40 A Beginners Guide To The Modern Day Gold Certificate Ratio 

Posted On: Sunday, August 17, 2008, 9:42:00 PM EST

     Author: Jim Sinclair

Jim,

As an exercise to clarify what I know from what you have taught and where we are still heading, I am writing a short essay. Lets all keep our eyes on the prize.

CIGA Ken D

Gold Certificate Ratio, GCR, Endgame

The point of destination is the Gold Certificate Ratio, GCR, as a transparent balancing support mechanism for the US dollar and thereby other world currencies as it pertains to new M3 and how the country manages its economy and budgets. Gold will be at a higher price, $1650, and will trade in a band at this elevated level since it will be the fulcrum for the mechanism of stability, a ratio of gold held in reserve against outstanding dollars/debt (new M3). The market will move the trading bands. Gold will be "the" desired currency. Many countries, China for example, will openly demand more gold to boost their reserves. The past many years of "gold sale" rumors by central banks that helped keep gold down and gold owners frightful will be over. This negative gold sales sentiment (which practically doesn't even make the rounds anymore today), will flip over to a positive psychology as in which country is going to be doing the next "Gold Buy."

The US Fed is lending via the (begging bowl) to the most damaged US bank entities, possibly insurance companies, etc. Now you have pointed out another group of lending addicts -foreign banks - most assuredly British and Europeans entities. This enables the Fed to be more powerful down the road when European weakness blossoms into recession. The Fed who is doing this great lending favor will be owed - even though the Fed to a degree let the derivatives loose and enabled the bubble in the first place. When it all comes apart then it will be an economic world emergency in need of a new Bretton Woods, the birth of the GCR. It all comes back to the real money and real trust, only gold is good.

I have read at least 3 articles, you have probably read more, where plugged in CFR members and associates have been writing and speaking about gold in terms of future financial stability and currency management. These are the wisps of think-tank smoke that indicate the fire of rebirth of a new gold related component to the global monetary system. Jim, you are not alone in this thinking. If our monetary problems are as severe as we believe them to be and that this will be a western economic recession/depression then it will take a solution that is as great as the problem or greater to fix it.

The Formula shows how the USA is in a reinforced downtrend economically leading to severe recession. The self feeding formula has been true all along as different facets of the formula have become more real every day. Since the housing collapse and energy spike, the man on the street is becoming more aware of the economic problems and he is starting to worry. Joblessness is rising, home prices keep falling, foreclosures unprecedented in number, inflation in food and energy very high and persistent. The weak economy is not a secret any longer since it is now on TV, (Indy Mac bank failure comes to mind). The availability of credit for consumers has done a swan dive. Bigger formula inputs are getting worse: budget, current-account and trade deficits are still going the wrong way, military spending is high, auto makers are about to go out of business. The list of feeds into the formula are all on max power. As in a max power dive of a certain red bi-plane piloted by Paulson and Bernanke. That plane is aptly named the US Cinderella Economy.

Drilling down to where we are now - a correction in many related trends. The blip up in TIC due to suspected foreign beggars lapping up from the Fed's loan bowl aside, the foreign countries are buying less treasuries. Dollar diversification is the open rule now and this leads to further dollar weakness over time. A bear market dollar rally is happening too with a cement lid at .80, the lid of a sewage waste tank - a fitting cap to this summer of gold seasonal weakness. The oil ramp worked as a nice commodity power lever to pry gold and every other commodity away from weak hands and momentum players, hedge funds. Gasoline now $3.69 a gallon down from $4.19 a gallon is a correction and the man on the street will take it, but cost push inflation keeps filtering in to finished goods from the oil price shock. Everything is going up and not coming down much at all. So we have endured a bull market correction in gold, in oil, in most all commodities, the euro, the Chinese market, you name it. Likewise it has been a bear market correction in the US dollar, US stock market, US bank stocks, US builders, etc. However, for the US economy and the man on the street it has been a sideways correction at best in this down-trending economy. The government rebate relief checks have been spent and gas is still high, and winter is coming with higher heating bills expected.

Going forward towards our destination from where we are today, the Formula shows that we are still in a severe economic downtrend. Big banks and brokers including many other companies have more and more write-downs coming due to derivative losses marked to market. In reality it is marked to model and the model is kept as balance sheet friendly as possible. Holding off on FASB rule implementation, giving bad assets more time to whither in secret before opening them up to quarterly light exposure, and other off balance sheet tricks and level 3 chicaneries is the managed process of a slow death. Buying time - delaying action is done to help hold off a superior force until the last possible moment, allowing an escape of key people (Paulson and the current administration) and key assets, (insider stock and bond sales). We are simply in a delaying process. If there was no FNM/FRE mini rescue, no begging bowl, no enforcement of strict accounting rules then it would be over right now - a crash of markets, models, currencies and companies. It would be ground zero of a financial nuclear explosion. The dollar would violently implode and Gold would lurch towards the sun.

But the path is a slower one, not a crash. And this slow nature makes people question their investment decisions. Gold is the centerpiece of our destination. That gold will be priced appropriately to reflect value against paper losses, debt destruction, and worthless money. As the path continues towards our goal, expect more losses and bankruptcies, bailouts, and giveaways from politicians to hungry voters. Between these events will be times of fresh sunshine and clean air. Use these times to prepare for the endgame by distancing your assets away from infected financial institutions. At some point the path is going to get dangerous and we may get a storm or two. Outside thunder cells include Russia, Iran, Pakistan, Venezuela, and China looking West after the Olympics are over.

Bad things tend to happen to weak markets. The US economy is weak. After the reality of what derivatives have done to our companies and the reality of what utter rot our Federal, State and Local economies are in then it is going to happen. The bloated dollar system simply will not work anymore: a freeze-up of liquidity, bank runs, a panic, market/bank holidays, a busted internet broker and a broke and needy FDIC will equal months of market declines. This will feed out over weeks and months and then after our current administration leaves office the lights will still be burning all night at the White House, only our new president and his team of advisors will be working the all-nighters. "Mr. President, it's called the Gold Certificate Ratio, we would like your authority to have the Secretary of the Treasury present this new policy model to our G-8 counterparts. It surely will strengthen our dollar and we are sure our allies will support this new mechanism. The American people need this too, and will need to understand the new policy model. We have come up with a phrase, The World Dollar Gold Accord."

Dear Ken,

You beat me to the "connect the dots" article. Extremely well done! It is so well done that I would not tweak your article even slightly. I simply want to complement your perceptive ability to cognize a definition in motion in a world of static thinkers.

Respectfully,

Jim

41 Nobel Laureate Brenner understands the Federal Reserve Gold Certificate Ratio modernized and revitalized

Posted On: Wednesday, October 15, 2008, 9:31:00 AM EST

Author: Jim Sinclair

Dear CIGAs,

Not every Nobel Laureate in Economics is an impractical academic egg head.  Some (maybe only two) really know what is going on and have no problems expressing themselves.  Dr. Brenner understands the Federal Reserve Gold Certificate Ratio modernized and revitalized. I am proud to say that he and I speak on such matters.  Canada has many resources that even it does not realize.

  -Jim
From  http://www.canada.com/story.html?id=851901 

How we got here

The current financial crisis stems from the decision to divorce our currencies from a reliable standard of value
Reuven Brenner ,  Financial Post

Published: Wednesday, October 01, 2008

Gold is hovering again around $900, commodity prices are on the rise, and the U. S. dollar is back to its downward trend of the last few years. This isn't a surprise.

The $700-billion bail-out plan is mum about the dollar -- a big mistake (reflected in the immediate currency/gold price movements), since the Fed's mismanagement of the dollar as a reserve currency contributed to the present mess. The signals were all there for the Fed to see. Yet academic fads [Fekete’s take is less forgiving: he refers to “forbidden research”.] blinded it. How did we get here? More important: how to get out? Take a deep breath.

Abruptly, in 1971, the world moved from fixed to floating exchange rates without in-depth debate. Under a fixed exchange rate anchored in gold, 5% interest in London or 5% in NY reflects the same returns. Money, whether the dollar or the pound, anchors pricing. Coca Cola knows that in pricing its beverages and selling them around the world, or in issuing U. S. dollar denominated debt, it faces no exchange rate risk. The company is neither inadvertently drawn in the exchange rate business nor does it need to hedge and pay fees to avoid being in that business.

This is not the case with floating exchange rates. Every global business -no matter what it sells or buys and how it finances itself -- is in the currency business. Unless companies buy complex derivatives to insure that they stay in their own lines of business, currency fluctuations cause volatility in their costs and revenues. Financing companies becomes more expensive, resulting in a contraction of the non-financial sector and a large expansion of the financial one compared to a world adhering to anchored fixed exchange rates. The fact that national aggregates count the financial sector's expansion as increased well-being just shows how meaningless such measures are. The expansion measures the cost of adapting to bad monetary policy, which could have been avoided.

It has been a mistake to say that floating means "laissez-faire" for currencies. The main role of money is to be a trusted anchor for pricing. People's holding of cash as a "store of value" has always been insignificant. As to a medium of exchange: it fulfills this function properly only when people trust its stability. When the dollar plunges in terms of other currencies by 40% to 60% within few years, and when street vendors in emerging countries refuse dollar bills or accept it at deep discounts, as now happens, it becomes less of a medium of exchange. True, the dollar remains the reserve currency of choice because other countries mismanage their currency too. But relying on the mistakes of strangers is not a good policy. People want to understand that a promise to be paid 5% on U. S. Treasury represents 5% in their own currency too-- rather than, suddenly, minus 10%. When this happens, everyone speaks the same standard monetary language. When this is not the case, then it is gobbledygook to discuss what's "real" and what's not; what's floating and what not; and what clauses one must add to contracts to be reasonably protected.
Standards require agreements between parties, backed by institutions to enforce them. The standards may be arbitrary, as the "metre," "foot," "kilogram" or "pound" are. But as long as people know that their meaning does not change, it does not really matter which one anchors the various measurements. This is obvious, yet in monetary affairs this fundamental role of money seems to be forgotten.

Crises have been mothers of innovations in monetary affairs. This also means that crises have been mothers of forgetfulness too. But whereas in business if the innovation does not sell, management eventually closes the operation down, government-backed innovations, harmful as they may be, can last for decades and centuries.

The crises that have led to the present unsettled state of affairs, in which we lack a standard, followed a sequence of monetary mismanagement since the 1920s. In 1925, while serving as chancellor of the exchequer under prime minister Stanley Baldwin, Winston Churchill made the mistake of restoring the depreciated English pound (depreciated when the U. K. suspended the gold standard during WWI) to its pre-war gold value. This blunder increased the value of the pound, raising the price of everything denominated in its terms (relative to other countries' prices). Every contractual agreement -- including employment ones -- would have had to have been adjusted downward quickly to prevent recession. That did not happen. Economists misinterpreted the sequence of events and attributed the rising unemployment to rigid wages and prices, rather than the government's mistake to re-anchor the pound to gold at the wrong rate. In 1931, Britain abandoned the gold standard.

Britain's decision was likely helped by a sequence of events in Austria a few years before. The Austrian events bears similarities to what is happening now both in the U. S. and in Europe, and thus worth summarizing.

Credit Anstalt, Austria's largest deposit bank, saw its financial situation worsen after 1929. By 1931, its capital was wiped out. Instead of allowing it to default, the government injected funds -- giving rise to rumors that the losses were far greater than disclosed and that all banks were on shaky grounds. The withdrawals by both domestic and foreign depositors and capital flight continued. The central bank asked foreign banks not to withdraw deposits but it did not fulfill its role as lender of last resort. As the domestic drain went on, the government injected funds and also adopted exchange controls -- while pro-forma adhering to the gold parity of the Austrian schilling. Of course, you cannot sustain such parity when the trust in the country's financial institutions is gone and the government adopts exchange controls. The pricing in schillings loses meaning. However, instead of drawing the lesson that governments' misguided interventions and misunderstanding of monetary affairs were the culprit, the lesson derived was that having a pricing standard was the problem. A similar sequence of events took place in the U. S. in the 1930s.

Jump forward a few decades.

From 1944 until the early 1970s, Bretton Woods shaped the postwar monetary system: Participating countries agreed on the formation of the International Monetary Fund (IMF) and they agreed to let their currencies fluctuate 1% to gold values or the (pro-forma) gold-anchored U. S. dollar. Since central banks did not adhere to the monetary discipline that such agreement requires, the new Smithsonian agreement in 1971 allowed for more than 1% fluctuations for currencies. By 1972, European countries formed the European Joint Float, agreeing on an even larger band of fluctuations in their currency rates. Countries continuing to print money with abandon led to the collapse of these agreements too in 1973. Governments could now choose to peg their currencies, to kind-of-peg their currencies (allowing for a range of fluctuations) or to allow them to float freely. For the pricing reasons explained above, these policies did not bring the desired results, and monetary discipline was not adhered to.

In fact, the 1987 stock market crash was caused by these misguided exchange rate policies. There was no significant bad news, no declining corporate earnings, and no sudden interest rates jumps. What happened was that politicians at the G5 meetings decided that they could change trade numbers by lowering the value of the dollar significantly. There have been no debates on the consequences of politicizing the value of reserve currencies and further distancing monetary policy from any notion of sustaining a standard. The possibility that financial markets could--and would--expand greatly and rapidly with a vast range of derivatives to accommodate such a floating world was not anticipated.

Stumbling from one crisis into another, Europe gradually went back to one currency, and is now in the midst of experimenting with something unprecedented again. Although Europe looks superficially to have a fixed exchange rate, it doesn't. For the very first time in history, a paper money neither is anchored in gold nor backstopped by a government. The Euro is only promised to be anchored in a nebulous politically negotiated statistical construct -- a European CPI, which is no standard for anything. People have no idea what the number means, whether or not the European Central Bank will adhere to its mandate of keeping it stable-- whatever this number is -- and what European governments can do if the ECB does not carry out its mandate.

Because the dollar is backed by the U. S. government, the public's displeasure with its management can be readily expressed. Nevertheless, since the inception of the Federal Reserve in 1913, the U. S. dollar lost roughly 95% of its value in terms of domestic purchasing power. During the last few years the dollar fluctuated wildly relative to other currencies, in the plus/minus 50% range, and whatever were the Fed's declared policies, they did not succeed either in devaluations or in preventing inflation from rising.

Legally, the devaluation of the dollar is not called a "default." But that's what it is.

It is not surprising that financial crises have been on the rise. They always are when governments abandon one monetary system and bet on others, often based on half-baked ideas, or no ideas at all -- this is what today's floating exchange rate system and our lack of commitment to any standard implies.

To avoid such crises, people must know what their money is and what it will be worth. With no agreement on a standard, and without trust that there are institutions to enforce it, the world and the U. S. in particular are crises prone, as the expansion of credit based on the mismanaged reserve currencies can easily happen. It is time to get back to basics, to get rid of the jargon, and to see the monetary system for what it is.

-Reuven Brenner holds the Repap Chair at McGill's Desautels Faculty of Management. The article draws on his Force of Finance (2002) and A World of Chance (Cambridge UP, 2008).

42 Volcker the Father of the FR Gold Certificate Ratio, M&R

On March 3, 2009 Jim comments: “Volcker would be bullish for gold as the Father of the Federal Reserve Gold Certificate Ratio, modernized and revitalized.”

43 Gold’s Role During Periods Of Monetary Stress
Posted: Mar 04 2009     By: Jim Sinclair      Post  Edited: March 4, 2009 at 5:18 pm 

Dear CIGAs,
Gold’s job is, and will always attempt to during periods of monetary stress, balance the INTERNATIONAL Balance Sheet of the USA.

Putting the Numbers Into The Equation:

$3,125,000,000,000 / 260,272,000 ounces of gold = $12,006.67 per ounce of gold.

In the early 70s I put an advertisement in Barrons predicting gold would rise to $900. When it got near that level, I left for 21 years.

I reappeared officially when Forbes published an article on my career December 10th of 2001. Click here to view the Forbes article… 

The mathematics behind the $900 number came from the following equation plus reasonable trend estimates on the number going into the future.

You will note the number today fits in nicely with Alf’s high levels.

· Major ONE up from $256 to $1,015 (actually 4 times the $255 low);

· Major TWO down from $1015 to $699, say $700 (a decline of 31%);

· Major THREE up from $700 to $3,500 (a Fibonacci 5 times the $500 low);

· Major FOUR down from $3,500 to $2,500 (a 29% decline);

· Major FIVE up from $2,500 to $10,000 (also a 4 fold increase, same as ONE)

I would not have revealed this unless a recognized expert who has a 100% track record such as Alf Fields predicted it first.  [So now we have 3 famous Jim Sinclair numbers: $900, $1650
, and $12,000.]
I did not wish to yell "fire in the theatre."

It certainly make the Comex manipulators, who could easily be stopped, look long-term silly today.

Jim
See the following two links as support:

http://research.stlouisfed.org/fred2/data/FDHBFIN.txt
http://en.wikipedia.org/wiki/Official_gold_reserves 
In the past, I believe you have said that the price of gold could reach a level whereby in dollar terms this equation will hold:

Oz’s of Gold Held by US x $ Price of Gold = External Debt

From the above links we find:
Federal Debt held by Foreign Investors = $3,125,000,000,000 (as of 12/31/08)

Official US Gold holdings = 8,133.5 tonnes (or 260,272,000 oz’s)

Putting the #’s into the equation:

$3,125,000,000,000 / 260,272,000  = $12,006.67 per ounce of gold 

My question is - what is the mechanism or thought process that makes the equation true?

(I guess that I am looking for the why?)

Thank you for your time. 
CIGA Rich Gold

44 My Prediction

Jan 23 2009     Edited: January 23, 2009 at 6:09 pm
My Dear Friends,

Everyone is looking for where and when the top in gold will come. Will it be Jim's $1650 or Alf Field's $10,000 plus before it comes back down?

To put it nicely, you are all wrong. Gold is going up and STAYING up.
There is no top to look for because like all things people strive for, the top does not exist.

Gold will trade within $200 of a given point as a product of the Master of the Financial Universe, Paul Volcker, taking control when all this is totally out of control. He will instate the revitalized and modernized Federal Reserve Gold Certificate Ratio, not gold convertibility, and not tied to interest rates as an automaticity.

The Gold mining business will then be the best business there is and the highest dividend paying monetary utility.

Respectfully yours,

Jim
45 Papiermark vs. the Papierdollar
January 9, 2009  1:01AM

Jim comments on http://en.wikipedia.org/wiki/Papiermark and excerpts extensively from http://en.wikipedia.org/wiki/Hyperinflation .  
46 Rentenmarc to the Rentendollar, Categories of Gold Shares

January 8 2009 & January 9, 2009  3:10AM

The US Dollar will replace the US Dollar come The Revitalized and Modernized Federal Reserve Gold Certificate Ratio, not tied to interest rates, but rather gold value held by the Fed/Treasury versus a measure of international liquidity.
[Assuming Jim’s typical writing style, this probably means that the new international currency will not be the euro, the renminbi/yuan, a gold Dinar, or any other non-USA candidate, but rather a rentendollar replacing a hyperinflated FRN and based on gold.  Jim then calls our attention to the WikiPedia article on the German Rentenmark.]
He then reiterates his August 14, 2008 “More On the Federal Reserve Gold Certificate Ratio”, which can be found elsewhere in this document.
There are various categories of gold shares.
 
1. The most popular are the majors.
 
The least understood part about them is their serious short of gold derivative problem, and the balance sheet and price of cover implications thereof. No one will deny that they get the most attention because they have the capitalization required and the brand name that invites institutional buying.
 
Not much attention is being paid to the fact that they have sold their gold years into the future at prices well under $400. Their calculations on their sales price of the short of gold adds in the interest paid to short of physical bullion over the period of the short position into present time calculations as per their risk disclosure filings. Yes, if you sell physical you get paid interest, and if you buy physical on the cuff you pay interest in all the major cash markets. OTC derivative short of gold factors interest, yet to be earned, into the reported sales price going out in time. When they close the transaction before maturity, as is happening now, the debit does not include unearned interest and therefore charges at the real lower sales price. That is why the majors are borrowing their billions. This will limit their gain versus the gold price as it rises.
 
2. Junior producers are entities that have opened production facilities which are modest or not yet at full capacity. In the main they have the same problem but it is less visible. Recently the trend has been to bury the OTC short of gold derivatives in the loan documentation, but it is still there with somewhat the same effect. What matters is when the loan was made. The more recent it is the higher the short strike price in the OTC derivative and therefore the less the loss the company faces.
 
3. Exploration and development issues have been the favorite of the mix of all gold share categories for short operations. The gold explorer business is capital intensive, so if the price can be depressed, the short starves the company of its ability to finance. Before you can have production you must pay all the costs of exploration which usually comes from seed capital. In the last five years there has been practically NO seed capital anywhere for gold.
 
There are other categories
 and as a company transmutes between categories. In this unprecedented gold bull market price adjustments should occur with category transmutation of gold entities as they climb the ladder of success. 
 
There is a separate group known as Senior and Junior Gold Royalty companies that will generally outperform as hyperinflation that impacts mining costs occurs. This outperformance should be a product of the cost of production falling upon the royalty partner, not the royalty holder whose participation is an amount of the gross production.
 
There is the exploration company that begins production and therefore moves up the scale toward the category of junior producer. Usually this is accompanied by improvement in price as many investment entities will not buy non-producing exploration companies.
 
There is the exploration company that has success and will be evaluated by the quality of its success and deal making. Historically success and deal making for such a company increases interest in the company.
 
It has been almost 30 years since any meaningful segment of the general marketplace has taken an interest in gold shares. Most mineral underwriters have moved away from all but the Major Producer category. When was the last time you saw any known, respected mineral underwriter working for companies in the bottom half of the Junior Producer or any Gold Exploration entities?
 
The only money available to the exploration Gold Exploration entities has been PIPEs which when participated in were the start of the company's death spiral.
 
At the beginning of a gold bull market it is gold itself, then Major Producers that perform.
 
As gold makes its way past $1000 to $1650 and beyond, the order up to now has been Major Producers and the top half of Junior Producers benefitting with while the short attacked the bottom half of Junior Producers and all of Gold Exploration entities. Watch closely now as a shift takes place.
 
No short of any viable gold share can be happy this evening even though across the board they are still short and in some cases still sitting on the price.
 
You might have noticed recently in the heavily shorted gold situations in the bottom half of the Junior Producers and many of the viable Gold Exploration entities that there was an at the close and after close attempt to destroy prices when in some instances million of shares were sold and bought. This occurred in some cases on volumes 18 times larger (volume on the day) than the previous norm. Exchange short figures indicate that these were long buys and only minimal short covering.
 
The leverage is always on the bottom side of the category scale, so I anticipate that the bottom half of Junior Producers and the viable companies in Gold Exploration entities to outperform the top half of Junior Producers and Major Producers as the price of gold continues higher in late 2009 and 2010.
 
History tells us this is how it has always happened, and I believe it will again.
 
That is called leverage coming out higher gold prices, high in ground values, higher profits in the start up mining and in many cases much less shares outstanding than in the Major Producers and the top half of Junior Producers.
 
Gold shares presently in the more leveraged categories have practically no participation compared to other hard asset equities such as energy thanks to the action of the shorts.
 
In general it is more than likely the wrong time for a long suffering long to throw in the towel, but many are and will.
 
That is also the way it happens and explains the deluge of questions coming in today about the more leveraged gold shares. 
 
Respectfully,
Jim

47 Greece, and the Future of Money – Gold Certificate Ratio

March 2, 2010 

Dear Comrades In Golden Arms,
 
Greece will fail and be rescued is all that is discussed in the financial world. Here is the real skinny:
 
1. Greece getting bailed out means QE (printing of money) to infinity. That means gold would rise from here to $1650 by January of 2011, or as Martin Armstrong said, by June of 2011. The dollar would fall. Equities and commodities would rise.
 
2. Greece getting flushed means that would enrich the CDS OTC derivative tool. Immediately the next target currencies will be attacked by this tool. Currencies will fall like dominoes. At first the dollar will strengthen, equities will fall and gold will go lower. However, soon the recognition will come that a disaster has occurred that is more serious than the Lehman flushing. Confidence in currencies will fall everywhere. Gold will then rise not to $1650 by the same time in 2011 but to $5000 and perhaps beyond.
 
Either way both paved the road to a single virtual reserve currency and a single Central Bank (IMF) of Central Banks.
 
If Greece is bailed out it will take longer [maybe years longer - FNC] for the establishment of the single virtual reserve currency. If Greece is flushed it will happen so fast you will lose your breathe.
 
Either way I see gold as the only reliable fundamentally correct safe harbor. Gold will play a part at a very high price with the single virtual reserve currency in order to keep gold from being a competitor with it.
 
Gold's role will be in the form of the Federal Reserve Gold Certificate Ratio, not tied to the dollar, but rather tied to the single virtual reserve currency in a ratio to a measure of world liquidity. There will be no interest rate automaticity to the new form for gold's role in a monetary system. It will follow the many articles I have written on the FRGCR [“Federal Reserve Gold Certificate Ratio” or sometimes “The Revitalized and Modernized Federal Reserve Gold Certificate Ratio”] but not tied to the dollar but rather the single virtual reserve currency. [His previous thinking had been that the USD, rather than a new IMF global currency ("single virtual reserve currency") would be tied to gold, to make that currency acceptable.]
 
Gold will not be fixed or convertible but will trade within a market as a close band of the price gold is trading at when the single virtual reserve currency is created and will lend to this construct some real validity.
 
I do not favor any of this, but it will occur.
 
There is no other possibility to this unprecedented calamity at hand.  

 
Respectfully,
Jim

48 A Note From Dean Harry Schultz

from
Jim Sinclair's JSMineset <information@jsmineset.com>

date
Fri, Apr 8, 2011 at 2:03 PM

subject
 A Note From Dean Harry Schultz

Dear Friends,

From the April Edition of the Aden Letter, Dean Harry Schultz says:

This is the first time old friend Jim Sinclair has said hyperinflation is "assured" - IE, certain, not just possible or likely. Jim says: "The madness will not stop. The situation is over the edge. The damage is done. Hyperinflation is assured." I'm afraid Jim is right. Governments could have prevented it, but didn't want to pay the price. Fiat currencies will pay the price. The US dollar will both waterfall and lose its reserve currency status which in turn will ignite rampant inflation.

Jim adds: "The new reserve currency will be a virtual currency (an average of the major currencies). It will be (remotely) tied to gold via a worldwide M3 type liquidity. It won't be convertible (will be used between central banks, not you and I). Today's existing currencies will continue to be used but valued one to the other. A measure will be created similar to the old M3 (which reveals government pumping) but to reflect their entire past money creation. Upon initiation, the M3 level and the level of gold will be considered as 100 on the virtual index. Contributions of gold to BIS or IMF (agent of the virtual reserve currency) to participating currencies in the index will have to rise to meet rising liquidity. All situations, like now, will resolve themselves via a commodity currency. That is the entire story."
49 The Mathematics Of Gold

date: Thu, May 26, 2011 at 3:22 PM

subject: The Mathematics Of Gold

Dear Friends,

Little by little, I am passing on ALL that I have learned from Jesse through Bert and Bert's knowledge to those that read here, every day, in thanks for your support of me and mine.  --JEBS (James Edwin Bertram Sinclair)

Assumption:

Because gold is held by many central banks, once as a reserve currency but now as an inventory currency, it functions as a swing asset to balance the International Balance sheet of the US.

Central banks are sellers of dollars but still hold, by default, large dollar inventories.

China has hedged its dollar position 50% through commitments to long term dollar commercial agreements, pay in, mineral, and energy deals internationally. That is an act of pure genius.

We can assume other central banks still hold 90% of their reported dollar positions, on average unhedged by commercial obligation positions.

In crisis times, the US dollar price of gold ALWAYS seeks to balance the International Balance Sheet of the USA.

Therefore:

Take 90% of international US dollar debt less China and then add 50% of the US debt owned by China. Then divide that number by the ounces supposed to be owned by the US Treasury. The result is where gold wants to go.

In 1974 this gave me $900 gold. Now you do your homework, and submit your analysis to me.

Do this, and I will give you Angels going to that price by a little known technique of Jesse Livermore that only works on gold after it has broken to a new high above all resistance.
Little by little I am passing on all that I have learned from Jesse through Bert to those that read every day in thanks for your support of me and mine.

Jim

50 Gold Milestone at $1,764 Paves Way to $12,000
July 15, 2011

Jim Sinclair - Gold Milestone at $1,764 Paves Way to $12,000

With gold hitting new all-time highs yesterday in dollars, euros and pounds, today King World News interviewed legendary trader Jim Sinclair and Dan Norcini to get their take on where things stand in the gold market.  When Sinclair was asked about the action in gold he stated, “Gold at $1,764 is as important as gold at $524.90, and above $524.90 the gold market went into a runaway.  It’s the exact same setup at $1,764, but having said that $1,764 should bring in some significant supply.  

However, a move above $1,764 would be the equivalent of $524.90 in the sense that you would go from the runaway that was born at $524.90, into a hyperbolic market.  The key to all of this is $1,764 and you will go above that level, but what that does is lock in five figures on the price of gold.  A move above $1,764 brings into focus prices as high as $12,000, so we are are approaching the most critical milestone in the entire gold bull market.”

Sinclair continues:

“The Republicans want to raise the debt ceiling, but not enough to take the US through the next election.  When Obama walked out of the meeting two days ago it was just on that point where he slammed his chair into the table and walked out.  It’s being talked about as if that were standard procedure, as if that was the way things are, and in truth it is the way things are.  

The debt crisis has resolved itself unto a political platform and the political platform is not in the economic best interest of the nation, but rather in the best interest of the timing of another election and as a result of that the market (in gold) yesterday broke to a new high.  This situation could be one of the catalysts to take out $1,764.  It will be reasonable to assume that every effort will be made not to allow gold to get through that price.  

When it gets through that level gold will start jumping $100 to $200 a day.  $1,764 should put up the biggest battle of the entire bull market.  The number where confidence is lost is $1,764.  Through that level you trigger Martin Armstrong and Alf Fields maximum numbers which will be $10,000 to $12,500, therefore expect that price level ($1,764) to be defended vigorously.”

Dan Norcini gives his thoughts on the summer breakout in gold, “As you know Eric[,] gold is not known for having a lot of strength during the summer months, it’s usually a period of seasonal weakness.  What makes the move higher so significant is the summer time frame of the breakout, particularly as you [also] have all-time highs in three currencies, euros, pounds and US dollars.  

What the market is saying is that there is an extreme lack of confidence in the monetary authorities of these respective nations.  Gold is acting completely as a currency of last resort and its role as a commodity is not at all significant right now.  It’s a currency that’s being pushed higher because there is demand for it based on a total lack of confidence in the monetary authorities of these Western nations. 

This all goes back to the issues that are driving the gold price in the first place with one example being these sovereign debt woes in Europe.  They are being temporarily papered over, and so what happens is as the fear level subsides somewhat, you see a little less urgency to buy gold on the part of participants.  At that point the market doesn’t move quite as strongly, but then another eruption occurs and things take off again.

Another worry is that if you continue to see the US economy slow, there will be increasing pressure on Bernanke.  His comments today notwithstanding, he is trying to back away from QE3, butbasically the Fed can’t walk away from their own minutes from the FOMC.  So there will come a time where the Fed will try to come in and liquify the markets again and you are going to get that liquefaction process by the Federal Reserve in conjunction with the issues that have not been resolved in Europe and there’s no telling what could happen as far as investor’s fear levels.  

Investors could generally begin to panic and that could have an outsized impact on gold and corresponding price movements.  The conditions are in place for a very rapid acceleration in gold if the confidence levels on the part of investors continues to deteriorate.  It would not take much to break that fragile confidence and send people fleeing out of paper and into gold.”

Well ahead of this move King World News has had many written and broadcast interviews with four of the great ones, Jim Sinclair, John Embry, John Hathaway and James Turk, all telling KWN readers and listeners to anticipate this summer breakout to the upside.  While professionals are on the beach or otherwise away from their trading desks, this breakout in gold has begun to unfold leaving many market participants in a bit of shock.  

Volatility and expected pullbacks aside, if the upside movement in gold continues over the coming weeks it will be the first time in three decades that we have seen this type of action in gold during the summer months.  If Sinclair and Norcini are correct this could be paving the way for a break in confidence that could send gold into the stratosphere. 

Sinclair’s father Bert Seligman was business partners with legendary trader Jesses Livermore.  Keep in mind Livermore’s saying as we move through this bull market, “Men who can be both right and sit tight are uncommon.  I found it one of the hardest things to learn.  But it is only after a stock operator has firmly grasped this that he can make the big money.”

Eric King kingworldnews.com
51 New Angels
August 9, 2011, at 2:42 pm 

My Dear Friends,

You can see the importance of the $1764 Angel today.

Regards, 

Jim

[image: image29.jpg]



See Angels, Section 4 page 7.

52 Persistent Panic Proves Predictable

January 5, 2012, at 12:35 pm 

by Jim Sinclair in the category General Editorial 

Jim Sinclair’s Commentary

See the following chart which shows previous periods of total panic among the gold guys.

The next one comes at $2,100.



53 Gold Heading Back Towards A Monetary System, Not Away

Posted by Jim Sinclair on February 14, 2012 @ 8:57 am in General Editorial

Dear Extended Family,

The Gold Aficionado’s greatest fear is totally without basis. The price of gold will not fall significantly from its points of true standard valuation and the introduction of a new currency system.

Gold is heading back towards a monetary system and not away from it. The producing gold company of the future is the new utility as it dividends a majority of its profits to its shareholders.

The fact that gold is money and not a commodity is the safety latch that opens on its own when all other forms of money close. Gresham’s Law is human nature seeking a standard when all other forms of exchange have mutated to casino chips with national flags on them. Increasing world liquidity multiplies itself in increasing volatility of all things traded until an epic moment when over the top volatility convinces even the most economically ignorant that only a standard that cannot be multiplied by an instant Bernanke helicopter unlimited electronic monetary liquidity system is honest money. It is the flight from the burning values in terms of purchasing power of the casino chips called fiat currency towards a standard that proves Professor Gresham’s Law. It is a study of history that repeatedly shows his thesis that good money, honest money, forces out bad money.

Between now and 2015 gold will meet and, like all markets, exceed its value as a standard of measure. However there will be no repeat of the 1980 to 2001 price adjustment. Of course gold will meet and exceed a number, but its return to that full valuation will be a modest percentage of the total value. Gold is headed to a pendulum point at the introduction of the new virtual Western World Reserve unit for trade settlement.

I see the new system utilizing a Western World M3, which all member governments will agree to as 100 on the Index of Standard Currency Equilibrium. As this measure rises and falls, governments will agree that the value of their Treasury gold will move in the same direction and percentage according to their GDP ranking.

What will of course happen is the Squids of the Western world, the investment banks, will invent derivatives to speculate on member’s gold value requirements, which will change the price of gold in the marketplace and therefore remove the necessity of doing anything from the central banks. Once again the airwaves of the financial world will hang on the weekly announcement of the M figures, but this time it will be for a Global Western M3 tallied by the historical lender of last resort, The US Federal Reserve Bank.

There will be many variations and tweaks to this concept, but once again a new Rentenmark will be invented as a virtual reserve currency unit tied to a standard (gold) with a shadow of control on Western global money supply. A function of control will be by exposure (M3), but not convertibility. Like the Rentenmark it will be a bit of a farce, but it will work due to the demand for a fix that sits in the shadow of gold but is not convertible. This new Rentenmark will not be tradable by general business but rather be the virtual Standard Reserve Currency Unit (SRCU) available only to the central banks of the Global Western Monetary Association. All the present fiat currencies, the casino chips with national flags on them called things like the dollar and euro, will still be around and serving a purpose valued against the virtual Standard Reserve Currency.

The survivor will be gold. Its volatility will subside as it trades around a pendulum point that will be the price of gold on the day of agreement to the setting of the Index of Standard Currency Equilibrium (ISCE).

Assuming Alf Fields has called the number at $4500, then gold would trade in a range around $4500, say by $500, as the derivatives created to speculate on the Global Western world M3 changes via gold’s value.

What would not remain is the purchasing power of each casino chip with a flag on it, fiat currency. That would have fallen victim to currency induced cost push inflation, which now permeates the Western world’s financial system yet to be properly defined.

In conclusion, gold will not fall significantly in value after finding its full valuation as a standard. It will mutate into a currency form the same way German real estate gave the Rentenmark its value when Germany did not own all that much real estate.

The producing gold companies will now return to what they were in the 1940s and 1950s, the utility sector of the equity market as the best and certain yielders.

This is why I do what I do every day. Rather than in the 70s when I carried 22,000 long Comex gold contracts, I am building an entity to carry as many ounces of mineable gold as I possibly can assemble to become a utility equity of the future via outright ownership and royalty. That is done through TRX on the NYSE and TNX on the senior Toronto Stock Exchange.

Regards, 

Jim

URL to article: http://www.jsmineset.com/2012/02/14/gold-heading-back-towards-a-monetary-system-not-away/ 
54 When Does Notional Value Become Real Value?

Posted by Jim Sinclair on February 24, 2012 @ 9:14 pm in General Editorial

My Dear Friends,

There are various points that I feel are critically important to define so that going forward we can better understand the implications of developments.

1. Definition of ‘Notional Value: The total value of a leveraged position’s assets. This term is commonly used in the options, futures, derivative and currency markets because a very small amount of invested money can control a large position (and have a large consequence for the trader). (From Investopedia.com… [1])

2. Keep in mind the notional value of the total amount of OTC derivatives outstanding reported by the BIS was reduced by 50% about two years ago when the BIS changed their computer basis for valuation by considering all derivatives as going to closure as value to maturity. The actual total value of all outstanding OTC derivatives that was then carried for two reporting periods on the books of the BIS is one quadrillion, one hundred and forty four trillion US dollars notional value. This is fact. The $700 trillion US dollars that is quoted now has not changed since it was manufactured by a change in the method of accounting for notional value by reducing the number by approximately 50%.

3. The size of notional value of derivatives outstanding granted by US banking entities is reported to the US Controller of the Currency. US Banks that have non-US financial entities on their books as non consolidated subsidiaries do not report to the US Controller of the Currency.

Now for the most important concept to understand:

When does notional value become real value? That is, under what circumstance would a credit default swap require financing to 100% of its insurance undertaking? The answer is in default. You can equate this for understanding purposes to the soybean trader with a faulty memory who holds a long contract into settlement day and does not close it or roll it over into a future month. All the soybeans that contract represents will either be delivered or for the short must be delivered to the contract owner according to the storage arrangements of the contract. No ifs, ands, or buts. This example is given simply for the purpose of understanding.

Should the International Swaps and Derivative Association credit event committee deem a credit event to be a credit default as an involuntary occurrence, then the notional value of the credit default swap granted by the American bank to a speculator or holder of the defaulted bonds then that instrument has guaranteed that bond’s full value as defined in the CDS. This is how notional value becomes full value. It was this same committee at the International Swaps and Derivative Association that ruled in favor of Paulson’s short of securitized debt instrument OTC derivatives. Those derivatives resulted in his multi-billion dollar profit even though exactly how you would be short such an instrument seems to be to be very creative.

This is another reason why the can must be kicked down the road, not only at the February or March payments due by Greece, but to infinity. This is why QE is going to infinity. Once you have kicked the first can down the road you cannot stop. Your hope is that business conditions become ebullient and by earnings, the balance sheets that are truly a disaster are rebuilt. This is not the case now nor will it become the case. The can is going to get kicked forward again and again until in 2015 when it simply becomes too big a number to imagine. QE is the only way to create unlimited liquidity in less than one second without the help of anybody or anything. There is no other tool in the tool bag of the US Federal Reserve, the global lender of last resort, other than QE that can provide such liquidity in such a way. Operation Twist is a silly little thing in comparison.

Since there is no strong economic recovery out there and the can must be kicked as there is no other choice, liquidity has but one direction to go and that is higher. Because liquidity can only go higher, gold cannot do anything but go higher on balance because of the fact that liquidity must go higher. The equities market is a better buy on a break than short sale on a point of temporary overvaluation. Because the desire for a strong economic recovery depends both on lenders ability and willingness to lend, there is no significant business recovery on the horizon.

The only way out is the historic way out. That is the instillation of a new monetary system based on commodity money, gold. This need will remain intact to its strongest period in mid 2015 when the need will be critical. Gold is headed into the system and not away from it. Gold will be the last man standing in terms of asset categories when the piper must be paid, more than likely in June of 2015.

This is why I am so confident in what I am doing in TRX and some others are doing in other companies such as McEwen in MUX. Acquiring mineable gold in the ground and moving towards production is the correct direction to go. Mining money is the final goal. The leverage exists in upgrading gold in category and nature held. A discovery is just that. A total windfall is this without the use of margin. This was my plan in 2001 when interviewed by Forbes. It is set in cement in that article which you can easily research. The book I wrote in the 1990s, "Boom" outlined the country selection and business plan. I have made that plan and worked it without any deviation. I will succeed without the use of margin in what I think will be my maximus opus and last great business before I return to purely trading markets, my love, and exchanging notes with my dear friend, Harry Schultz.

Respectfully, 

Jim

URL to article: http://www.jsmineset.com/2012/02/24/when-does-notional-value-become-real-value/

URLs in this post:

[1] From Investopedia.com…: http://www.investopedia.com/terms/n/notionalvalue.asp#ixzz1nKWIIPAD
55 The War Between Manipulation and Buying

from:
 Jim Sinclair's JSMineset information@jsmineset.com via auth.ccsend.com 

to:
 fchase@gmail.com

date:
 Fri, Jul 6, 2012 at 8:21 PM

My Dear Extended Family,

Next week is the war between manipulation of gold by the West, and appetite for buying gold in the East, both from friendlies and enemies. Anyone that does not see today's gold market as a rig is blind or brain dead. There is a full blown crisis in Western world banking today, right here and now. There is a full blown crisis in sovereign debt of some weaker nations as in a very short while certain government will be out of money. The Eurosnobs hate each other which does not make for a fast reconciliation of a crisis.

It is a myth that Western banks are strong enough to weather the storm of a full blown banking crisis in Europe.

It is a myth that the Federal Reserve will stand as the one hawk in the Western world and fiddle while it's Rome burns.

It is a myth that Obama could be re-elected if the Fed remains intransigent.

It is a myth that Finland or Germany will strike a match to the euro that totally wipes out the largest part of their exports.

It is a myth that governments are ready to face the economic, social and political fallout standing austere as their economies implode, which they will.

It is myth that there is any recovery in the USA. By falling more we will be in a depression.

It is a myth that because thousands of bears email me that somehow they can convince me of the opposite when I know I am correct.

Next week will be the time the cartel tries to break the gold price again. They have failed seven times, and will fail on the 8th. Gold is going to $3500 [Informed opinion: Sinclair is awesome in long range analysis and predictions of the price of gold but poor on timing.] and above. All the lying and conniving only means the price will go higher. Just as Morgan's whale could not fight the market, the cartel cannot fight gold as we have a flight away from all fiat currencies.

How can anyone in Europe sleep tonight with cash in the bank, even amongst the stronger nations whose banks are loaded with weak nation's paper. The house of cards is coming down right now. Trying to manipulate the price of gold to hide the crisis at hand is futile.

If you have your positions on margin you are crazy and I cannot do anything for you. All others stand tall because gold will trade above $3500 and not in some LaLa Land future of Armstrong's imagination. [Martin Armstrong has done an about-face on the manipulation-of-the-price-of-gold issue.]
Respectfully,

Jim
56 Financial Intermediaries

My Dear Extended Family,
   

So many CIGAs are running into pompous ass officers at their brokerage firm interrogating them about why they want DRS or certificates.

 

You might counter that request by asking them what is the capital ratio of their firm?

 

Keep in mind when you are DRS or certificated your capital ratio is one to one. The capital ratio is the firm's obligations as compared assets.

 

Look how the big boys sneak around this rule as every rule there is for the game of investment survival. Get out of the system and get out now.
 

Respectfully, 
Jim

 

Net capital rule 
From Wikipedia, the free encyclopedia
   
The uniform net capital rule is a rule created by the U.S. Securities and Exchange Commission ("SEC") in 1975 to regulate directly the ability of broker-dealers to meet their financial obligations to customers and other creditors.[1] Broker-dealers are companies that trade securities for customers (i.e., brokers) and for their own accounts (i.e., dealers).[2]
 
The rule requires those firms to value their securities at market prices and to apply to those values a haircut (i.e., a discount) based on each security's risk characteristics.[3] The haircut values of securities are used to compute the liquidation value of a broker-dealer's assets to determine whether the broker-dealer holds enough liquid assets to pay all its non-subordinated liabilities and to still retain a "cushion" of required liquid assets (i.e., the "net capital" requirement) to ensure payment of all obligations owed to customers if there is a delay in liquidating the assets.[4]
 
On April 28, 2004, the SEC voted unanimously to permit the largest broker-dealers (i.e., those with "tentative net capital" of more than $5 billion) to apply for exemptions from this established "haircut" method.[5] Upon receiving SEC approval, those firms were permitted to use mathematical models to compute the haircuts on their securities based on international standards used by commercial banks.[6]
 
Since 2008, many commentators on the financial crisis of 2007-2009 have identified the 2004 rule change as an important cause of the crisis on the basis it permitted certain large investment banks (i.e., Bear Stearns, Goldman Sachs, Lehman Brothers, Merrill Lynch, and Morgan Stanley) to increase dramatically their leverage (i.e., the ratio of their debt or assets to their equity).[7] Financial reports filed by those companies show an increase in their leverage ratios from 2004 through 2007 (and into 2008), but financial reports filed by the same companies before 2004 show higher reported leverage ratios for four of the five firms in years before 2004.[8]
 
The 2004 rule change remains in effect. The companies that received SEC approval to use its haircut computation method continue to use that method, subject to modifications that became effective January 1, 2010.[9]
 
More...
57 Street Name, Direct Registration System, Stock Certificate

Sept 7, 2012

My Dear Extended Family,
   

Direct Registration System:

 

…….
 

When I recommend the Direct Registration System to protect your assets, the most important ingredient to my conclusion is in the form of legal counsel's opinion on the most critical elements of the maneuver. Since I am not an attorney, I seek eminent counsel for me to take comfort in what is said.

 

Direct Registration of your investment shares is one step away from getting your certificate for companies that still issue certificates. If you wish to get your certificates you only need to inform the transfer agent who will issue them at no or a very small charge.

 

There are only 3 ways that securities are held.

1. In street name.

2. In direct registration.

3. In certificate form.

 

Safety from being subject to a bankruptcy judge's control or delay is found in #2 and #3. #1 is the system you wish to move away from.

 

Number one is a receipt for having to deal with a bankruptcy judge as the implied ownership of street name shares is the broker or the clearinghouse, not the client, and must be administered by the judge.

 

Respectfully, 
Jim
58 Sentinel Ruling And Your Street Name Shares 
from:
 Jim Sinclair's JSMineset information@jsmineset.com

date:
 Thu, Sep 13, 2012 at 12:02 AM

subject:
 Sentinel Ruling And What It Means For Your Street Name Shares 
My Dear Extended Family,
   

The Sentinel Ruling is now a legal precedent.  In bankruptcy of your bank, broker or fund, you can find your assets in the majority of cases are backing the liabilities of the entity in front of yourselves. This is why you must act to protect yourself.

 

No one in this financial world is going to do it for you, and few will have the courage to recommend you escape Street Name.  The Sentinel Ruling is the law and you can wake up one day and find out that your investments are gone.

 

The insurance programs will function as long as the incidents of bankruptcy are isolated events.

 

In a systemic collapse the insurance funds are not capitalized to meet the potential obligations. The guarantor you are relying on will have to be bailed out.

 

For securities there are only three ways to hold them:

 

1. Street name.
2. Direct registration.
3. Certificate form.

 

Anyone advising you to stay with the Street Name option is a babbling idiot not interested at all in your welfare.

 

In street name the inferred ownership is the broker or bank, not you. In Direct Registration and Certificate form, the distinct ownership is you.

 

In 99.9% of the cases of retirement accounts the answer is you are in Street Name.

 

How are your securities held? Do you even know? I dare you to ask!

 

Do you know what your broker's capital ratio is? Find out as that number is the order of magnitude at which your broker is gambling on with primarily your money. I dare you to ask.

 

This time around those investors that are too lazy to consider protecting themselves will be demolished.

 

How would you like your gold shares at $3500 gold, outperforming gold, and one morning you wake up to having nothing anymore? It is because of the Sentinel Ruling that you now are behind the back burner in a bankruptcy situation with any fiduciary.

 

The system and their minions will do everything to keep you trapped in Street Name. Articles will be published trying to put you back to sleep on this issue.

 

Wake up, please.

 

Regards,
Jim

59 Don't Try To Be A Spread Trader

from:
 Jim Sinclair's JSMineset information@jsmineset.com

date:
 Mon, Oct 22, 2012 at 8:36 PM

subject:
 Don't Try To Be A Spread Trader

My Dear Extended Family,   

Teaching you via jsmineset.com  what the gold industry does as spread traders to rig the market for private gain now has a very serious purpose. That is not to make you spread traders. [i.e., to make you not do spread trading] I teach you this so you know why I have had and still have the courage to ignore the manufactured reactions.

That recent 32,000 long contract sale that drove the market lower in minutes was not some major investor getting out because he/she feared the end of the gold market. That sale was the Hammer of Thor type selling of the long side of a spread opening up the short side at risk for gain. That 32,000 sale was the industry picking your pockets, knowing full well gold was going higher.

The commercial signals are tool of the commercial spread traders. That is why they have been right. You make them right by following them religiously. That is all this present reaction is about.

It is a total charade that in the 1970s I personally turned right on its ass. Someone will soon realize the illusion that the manipulator makes and then flip them on their rear end by a reverse spread tactic. Someday soon 32,000 gold contracts will come in selling like the Hammer of Thor. The reverse spread will be ready for them, having announced their plans in the COT. The manipulators, being smart as it gets, will join the bull side manipulating gold to at least $3500, but maybe $12,400. That is what happened in the 1970s and will happen now. I know because I did it and broke gold for the second time above $400. It never looked back until $887.50.

My spread was 22,000 contracts. There are people in the community that offer bearish opinions who are widely read who are sponsored by the gold industry spread traders. They buy subscriptions, and hire consultants.

Respectfully,

Jim
60 Exchange Stabilization Fund

December 13, 2012, at 10:31 am by Jim Sinclair 

Gold will trade at $3500 and above on its own merits with Eastern demand in the cash market being the engine of price.

The Fed via Goldman has capped gold in the paper market for months. They were so obvious between $1775 and $1800 that Petunia can call the strategy.

Goldman is, in all practical senses, the Exchange Stabilization Fund because ESF is only a brokerage account. There is no fund in terms of what one thinks a fund’s office should look like. Read the law.

The President or US Secretary of the Treasury may appoint ANY person or entity to act on their behalf as the manager of the Exchange Stabilization Fund. The Exchange Stabilization Fund has a broad mandate that allows it to trade many things including GOLD. The USA is not the center of the Gold price in the full valuation move into 1980.

Right now the geniuses in charge of the ESF are driving gold via the paper market directly into Eastern hands. There is much speculation about the amount of Gold the USA holds and its deliverability as much gold and silver was used in the Manhattan Project and no audit has ever been carried out.

The gold price will in the not too distant future go through the cap and that will take it to full valuation above $3500. If you’re speculating in gold in futures without at least 20 years of positive history and training as or under a professional you have a financial death wish.

If your reason for owning gold and silver is an exchange failure you are fundamentally challenged.

The volatility in gold and counter intuitive moves, thanks to Goldman as broker for the Exchange Stabilization fund investor, will migrate back to good gold shares with the real beef.

Respectfully, 

Jim 

61 Federally Assistance Or Just A Hedge Fund?

January 11, 2013, at 11:12 am 

by Jim Sinclair 

My Dear Friends,

The early morning operation took place today taking gold off the $1704 level. Many of us are convinced that what we are seeing has Federal assistance. That means to us that the Fed is lending gold to the gold banks to facilitate the operation. Because of that there is a fear of taking on the operation.

I got a call last evening from a friend in the huge private hedge managed money telling me that we have all been bamboozled. The size of hedge funds today can easily mimic what would be considered Federally sponsored. The Fed is quite pleased, but is not the infinite power behind the bear operation that started at $1800.

It is a wild man/women with very big, but not infinite funds that is operating the gold market. That which the longs fear is air, and nothing more than a major huge hedge fund operation.

It is certainly is worth considering. Apple is not off from $750 on its own power. Herbalife did not drop off its recent high without significant help.

In another life at 35 years old I did similar things on the long side. I used banks common then to the Middle East to run gold hard on the upside. I even hired an actor to dress up like a Saudi Sheik. I hired armed private guards. I hired a stretch limo. Nobody knew it was a spoof except the actor, myself and my partner . We arranged with the Comex to permit the armed guards on the floor. His instructions were to go to Mintz Marcus in the pit and in Arabic ask him how to turn this paper in for real gold. Then ask again in really bad english how do I turn my paper gold into real gold. You see, if anything was possible then, now it must be a circus in the use of beards (fake identity covers in buying and selling to influence the market).

This is business now where you must not believe your eyes. This is just something that should be considered as possible. It would be a genus move on the part of anyone wanting the gold market off from $1800. Plant the story in financial MSM that it is Federally backed selling, then do what major hedge funds do today – bet the ranch on infinite margin, and go for broke.

Part of me respects anyone with that much courage to do so.

Respectfully, 

Jim

62 How The New Billionaires and Trillionaires Will Preserve Their Capital
Date: Wed, Jun 5, 2013 at 3:01 AM

[Item 1]
This is how our new billionaires and trillionaires will preserve their capital for ten generations to come.

This letter might as well be to you. The question is not if Bail-In will occur in North America, it is a question of how big it will be. The answer to that is simple.

The size of the Bail-In or "Major Wealth Tax on Unsecured bank lenders (deposits), will be the size of the entire OTC derivative loss less what occurs when Legacy OTC Derivatives are marked to market less the capital of the financial institutions.

Any idea that losses end at the capital position of a financial institution [that assets “owned by” and “held on behalf of” unsecured lenders to a financial institution will be 100% returnable] is total nonsense. The size of the loss might well be the final resolve process of the setting up a "Resolution Bad Derivative Trust" for the bankruptcy of the huge amount of legacy OTC derivatives still floating like a mine field financially in cyberspace. This will occurs in the following order.

1. The Great Flushing = Lehman Brother

2. The Great Leveling = Bail-In plus even more massive stimulation program 

3. The Great Reset = The new monetary system made up of:

· A virtual reserve currency.

· Only traded by central banks.

· Tied voluntarily to the value of central banks gold, valued at market.

· By voluntary arrangement tied to a M3 of the Western world M3.

· Gold will have traded for 2 to 5 years emancipated from no-gold paper as the price discovery mechanism.

This is how our new billionaires and trilionaires will preserve their capital for ten generations to come because they have all the above ground physical gold, all of it, by hook or crook.

Are you preparing for this transaction or are you going to be an accident of the Great Leveling of 2015-2016?

[Item 2]

Dear Arlen,

Whatever you have in direct registration will free you from the risk of bail in. It does not matter be it corporate personal or joint holdings. Cash balances are best looked at in Singapore, Hong Kong or Taiwan that must remain in liquid form in the currency of your choice for business activities.

Gold should be stored between Switzerland and Singapore. That gold you might [not?] be willing to give up very close by. Funds do have risks to how they maintain their balances, how they operate and where and how they store PM. I need more information to opine on the safety of your fund investments.

This is a time to simplify and diversify. It is not a time for great investment decisions, just a change of the mechanics of how you hold your capital.

Sincerely,

Jim

[Item 3]

Thirdly, Sinclair references a New York Times "Times Topics" article on the Resolution Trust Corporation, presumably so his readers could contemplate a previous example of how bailing-in can work.  The RTC was used to clean up the S&L Crisis of 1989
In addition to a good brief summary, the  NYT page has what appears to be an excellent "Resolution Trust Corporation Navigator" biblography. 










� G Kennedy Thompson, chief executive of Wachovia, a North Carolina bank that has a market capitalisation of $86bn, compared with Merrill's $52bn.


� J. Aron is the commodities division of Goldman Sachs. They are members of COMEX and the LBMA in London.


� In his 2009 Jan 8 reuse of this passage, Jim changed this to “floating non-system”.


� Search for the many instances of $1650 and two instances of $1,650 in this document!


� This must be where the “6 categories” talk originates.
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