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Trump Will Make
Gold Great Again
John Ing, CEO, Maison Placements 
Canada: While the adoption of a gold 
standard is unthinkable, so was Mr. 
Trump’s election. While we would not 
bet on a gold standard returning soon, 
America’s deficits will not disappear 
unless they renege or debase the dollar 
further. If not, America will continue to 
print money, either for Trumponomics 
or to stave off default. The fear of 
widespread currency debasement 
and the consequential inflation could 
create the condition for another gold 
bull run. Mr. Ing remains bullish on gold 
believing that it will reach $2,200 an 
ounce within 18 months. Commentary 
on Agnico Eagle, B2Gold, Eldorado, 
Goldcorp, McEwen Mining, Newmont, 
and Yamana Gold.

Reasons Why Precious
Metals Prices May Rise
Sharply in 2017
Patrick Heller, Liberty’s Outlook, lists 
factors that could trigger surging gold 
and silver prices in the year ahead.
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Making Gold Great Again:
All Eyes on White House
Will the Trump Presidency be positive 
for gold, or not? On balance it could 
well be as Trump is a known believer in 
the place of gold in the global monetary 
system. Indeed he has been reported 
as advocating a return to some form of 
gold standard, although Lawrie Williams 
suspect that might be a move too far.
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John Ing, CEO
Maison Placements Canada

What eight years of economic stim-
ulus could not do, Donald Trump’s 
election has generated the biggest 
stock market rally for any presi-
dent since Ronald Reagan. Global 
financial markets continue to adjust 
betting that the election of Donald 
Trump and his promises of increased 
infrastructure spending, tax cuts and 
reduced red tape will boost the Ameri-
can economy. Soon, we are to have 
Trump infrastructure, Trump tax 
cuts, and Trump protectionism. For 
that, he will need capital. The bond 
market however thinks differently 
and yields on 10-year Treasuries 
jumped 100 basis points and other 
government debt sank to fresh lows, 
leaving investors with the worst 
bloodbath since 1990. For the first 
time since Eisenhower, the Republi-
cans control both Congress and the 
White House. Clearly, investors have 
ignored the downside of a Trump-
fueled recovery, so feared before the 
election. We believe Mr.Trump’s tur-
bo-charged growth expectations and 
the resultant inflation will result in 
a budgetary binge of colossal propor-
tions. And thus, ironically, the King 
of Debt will be good for gold.

Make Gold Great Again
Gold however was the biggest 

loser, reaching 10 month lows 

Trump Will Make
Gold Great Again

following Trump’s election as 
investors feared higher rates and 
a strong US dollar which sparked 
exchange traded fund sales. In the 
wake of Brexit, Trump’s victory 
and now the shock of the Italian 
referendum, gold’s disappointing 
price action has given rise to 
bearish scenarios – to be sure the 
bandwagon is empty. We believe 
however that the optimism over 
Trump will clash with the reality of 
his office and, the inflationary bias 
of his economic agenda will actually

Continued on page 5
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Patrick Heller
Liberty’s Outlook

Any one of the following listed 
factors could trigger surging gold 
and silver prices, even if the other 
events never come to pass.

• I fully expect a much higher 
demand for physical gold and 
silver as a result of the new sharia-
compliant standard for Muslims 
to own the metals for investment. 

• I expect a decline in the trust 
in the value of the US dollar as 
the full extent of the unfunded 
government pensions and other 
retirement benefits finally start 
showing up on state and local 
government financial statements 
in the second half of 2017.

• More governments will take 
additional measures to discourage 
the use of payment forms that 
would be difficult for the gov-
ernment to trace. As distrustful 
people (especially those in India, 
the world’s second largest gold-
consuming nation after China) 
seek to maintain their privacy, 
they will turn to physical gold 
and, I expect, even more to physi-
cal silver.

• The European Union is draw-
ing closer to collapse. The failed 
referendum in Italy on December 
4 opened the way for that country 
to exit the EU. One of the top can-
didates seeking the presidency of 
France this year is advocating an 
exit from the EU. The departure of 
either could doom the Union, pos-
sibly this year. As people scramble 
to get rid of their euro currency, 
that would inevitably lead to 
higher demand for physical gold 
and silver as safe haven assets.

• Even if no European Union 
member nation seeks to leave 
the EU in 2017, the combined 
economies of the EU countries 
are precarious. In 2016 even the 
“father” of the legislation creating 
the EU and the economic master-
mind of the plan separately stated 
that they expect the Union to fail 
at some point, perhaps in 2017. 

The three main problems are the 
soaring government debts, grow-
ing delinquencies on repayment of 
private debt, and the disruption 
caused by immigrants. A failure of 
the EU for any reason would lead 
to higher gold and silver demand.

• If you review the 2016 price 
changes for many raw materials 
and agricultural products, you 
will see that the price increases 
are much higher than what the 
US government is claiming. That 
could mean accelerating increases 
in consumer prices in 2017. When 
people fear this will happen, de-
mand for physical gold and silver 
increases.

• Any revelations that the New 
York Fed never had all of Ger-
many’s central bank gold stored 
there would almost certain spark 
a rush of gold (and silver) buying.

• Import restrictions imposed 
in late 2016 by the Chinese gov-
ernment on gold imports could 
backfire. As a result of this ac-
tion, the price of gold traded on 
the Shanghai Gold Exchange is 
almost 1% higher than in the 
London market. Silver in Shanghai 
is now trading for more than 8% 
above the London price. Actually, 
since the Shanghai market reflects 
almost exclusively trading in phys-

ical metals and the London and 
New York markets overwhelmingly 
involve paper contracts, it would 
be more accurate to describe the 
London and New York markets as 
trading at a discount to Shanghai, 
the genuine global market for gold 
and silver prices.

• If the US government gets 
aggressive at enforcing the nul-
lification of freedom of speech and 
freedom of the press as President 
Obama signed into law on Decem-
ber 23, 2016, American distrust 
of government will soar off the 
charts. That would include grow-
ing distrust of the dollar, meaning 
higher demand for gold and silver.

• Even if President Trump 
takes actions to free Americans 
to bring prosperity again, he has 
to deal with more than 4 mil-
lion civilian and military federal 
government employees to imple-
ment them. A study released by 
the US Chamber of Commerce in 
September titled “The Growing 
Burden of Unfunded Environmen-
tal Protection Agency Mandates 
on the States” provides a perfect 
example of what I mean. A 1995 
law called the Unfunded Man-
dates Reform Act requires the 
EPA to assess the effects that its

Continued on page 4

Reasons Why Precious Metals
Prices May Rise Sharply In 2017
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new regulations have on state and 
local governments. For the sixteen 
years from 2000 through 2015, 
the EPA implemented 8,733 new 
regulations. If only assessed the 
state and local government impact 
for six of them (this is not a mis-
print!). Therefore, even if Donald 
Trump tries to do good things for 
the American people, I think he 
will struggle to implement them 
on a timely basis, perhaps leading 
the US economy to get even worse 
before it could start to recover. As 
the US economy deteriorates, that 
will reduce demand for US dol-
lars and prompt higher demand 
for physical gold and silver. (In-
cidentally, for those who have a 
strong fear of a Trump presidency, 
I don’t think their worst concerns 
will come to pass. In effect, those 
who are pleased and those who 
are upset with his election are 
probably all going to be dismayed 
or surprised).

• The prospect of a major in-
ternational military conflict is 

perhaps greater now than in recent 
years. Any escalation will hurt the 
currencies of the nations involved 
and spark higher gold and silver 
purchasing.

• Unfortunately, I think there 
is a high possibility that civil 
unrest in America will be even 
worse in 2017 than in 2016. As 
people become more fearful, look 
for more stockpiling of survival 
assets, including gold and silver. 
I’m sure this list omits several 
significant factors.

Against all these reasons for 
higher gold and silver prices in 
2017, there are two potential rea-
sons that such increases might be 
restrained.

First, gold bar imports into 
India declined in 2016 from 2015. 
The decline resulted partly from 
the government raising the import 
taxes on them. However, overall 
gold imports did not decline as 
much. I have reliable reports that 
imports of dore gold bars, which 
probably average about 85% purity, 
have increased. These bars have a 
lower import tax. So it is entirely 

Why Precious Metals Prices May Rise Sharply
possible that the decline of regular 
gold bar imports into India may 
not be much of a factor. On the 
other hand, increased government 
scrutiny of jewelers’ customers 
purchasing gold could push even 
more people into looking for silver.

Second, the new import restric-
tions against gold in China could 
cut down on demand. If it does, 
I look for an almost offsetting 
increase in demand for physical 
silver in that country. We’ll just 
have to wait and see how things go.

I don’t want to stick my neck 
out too far by predicting how much 
gold and silver prices could rise in 
2017. Let me just say, however, 
that I think they will compare 
favorably, once again, with the 
performance of stocks, bonds, and 
currencies. On that basis, I rec-
ommend stocking up on precious 
metals, especially silver.

Editor’s Note: Patrick A. Heller is the 
communications officer of Liberty Coin 
Service in Lansing, Mich., and writes 
“Liberty’s Outlook,” a monthly newsletter 
on rare coins and precious metals subjects. 
Past newsletter issues can be viewed at 
http://www.libertycoinservice.com.

By Lawrence Williams
Sharps Pixley

Will the Trump Presi-
dency be positive for gold, 
or not? On balance it could 
well be as Trump is a known 
believer in the place of gold 
in the global monetary sys-
tem. Indeed he has been 
reported as advocating a 
return to some form of gold 
standard, although we sus-
pect that might be a move 
too far. But it is his policies, and the 
effect of these on the U.S. domestic 
economy which will have the larg-
est part to play.

We doubt if he can, or will, 
try and influence the gold price 
directly. As usual the gold price 
pattern – at least until the Chinese 
get well and truly into the driving 
seat which is probably inevitable 

Making Gold Great Again:  
All Eyes on the White House

long term – tends to be set in the 
U.S. by the policies of the Fed on 
interest rates, and their effect on 
the COMEX gold futures market.

But if people were anticipating 
some kind of conciliatory statement 
with his inaugural address they 
were disappointed. The rhetoric was 
very much a direct follow-on from 
his aggressive campaign stances. It 

was perhaps more divisive 
and decidedly populist in 
terms of castigating the 
U.S. political and financial 
establishment and a pledge 
to bring back jobs, but at 
what cost?

A significant section of 
American manufacturing 
has moved to countries 
where wages are lower, 
which means U.S. manu-
facturing finds it tough to 
compete in a global mar-

ketplace. If the Trump policy is 
to impose major tariffs on U.S. 
company products manufactured 
in other countries in an attempt 
to drive their manufacture back to 
the USA, then prices are going to 
increase which will in turn lead to 
a marked increase in inflation. In 
short the American public will pay.

Continued on page 11
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underpin higher gold prices. Thus 
fears of a retest of the January lows 
are overblown. We expect current 
levels to hold with resistance at 
$1,225 and $1,275 an ounce but rock 
bottom support at $1,100 an ounce. 
Simply geopolitical uncertainties 
remain, the consequence of rounds 
and rounds of monetary easing 
are still to be felt and central 
bank gold purchases continue. 
Chinese gold premiums 
have skyrocketed due to 
shortages of physical gold. 
And, finally Mr. Trump’s 
team are “hard money” 
advocates, making restoration of 
America’s balance sheet paramount 
which could make gold great again 
as he elevates discussion on how 
to better mobilize America’s gold 
hoard.

To be sure, the liberal indigna-
tion misunderstood the Trump 
phenomenon. His so-called “deplo-
rables” did not take Mr. Trump’s 
“locking her up” or “drain the 
swamp” rhetoric literally. Had 
they, they would not have voted for 
him. Misreading his message, the 
Democrats lost the House, Senate, 
two thirds of state houses and the 
White House. Simply Americans 
voted for the hope and promise of 
jobs and, the audacity was that 
they did not care much for Trump’s 
casual approach to the facts. They 
however shared his disdain for the 
elite and disregard for traditional 
norms was simply posturing which 
cost him nothing. Overlooked by 
the Clintons, the Renzis and Cam-
erons is that voters are fed up with 
traditional politics. Jobs, jobs, jobs 
are part of the solution and this 
president is likely to use his office 
in a business-like common sense 
approach, to leverage and ‘bully’ 
his way to achieve these goals – for 
better or worse.

Change is Coming
Part of the problem is that 

Trump is ideologically agnostic. 
His recent pronouncements have 
sometimes pleased the right and 
then the left, and sometimes both 
were unhappy. His populist image 
is contradicted by his recent cabi-

net appointments. While business 
avoided the candidate, they were 
clamoring to join the Chairman 
of the Board’s cabinet. Of course, 
there are contradictions and po-
tential unintended consequences. 
Newly-minted Treasury Secretary 
Mnuchin will repeal the Trans Pa-
cific trade deal (TPP) but NAFTA 
might be “fine tuned”. Trump 
wants to boost the coal industry, 
but meets with Al Gore. Then there 
is Trump threatening a trade war, 
with its largest trading partner. 
His pick to lead State, Rex Til-
lerson Exxon CEO has close ties 
to Russia but also is a strong sup-
porter of free trade and globalism. 
The unpredictability of Mr. Trump 
is his strength. The only certainty 
is that there will be uncertainty. 
As such, investors who once paid 
little for risk will now price in a 
premium for that uncertainty. 
Change is coming.

A paradigm shift is under-
way. The promised dismantling 
of the much hated Obamacare, 
Dodd-Frank and Volcker Rule will 
boost GDP, however infrastructure 
spending and tax cuts will cost big 
money and add to an inherited 
debt load of $20 trillion. Mr. Trump 
can’t have both. It is hard to believe 
that Mr. Trump could outspend 
the Democrats but bond investors, 
fearing ballooning deficits will 
help drive up interest rates, the 
dollar and widen America’s trade 

deficits. Money has flowed from the 
bond market into the stock market 

sending the Dow over 20,000 
and the US dollar to its high-
est level since 2003, gaining 
about 43 percent since 2008. 
Ominously, foreign central 
banks have dumped almost 
$400 billion of US debt in 
the last 12 months as they 
not only diversified their port-

folios but reduced their dollar 
exposure. China too has dumped 
$150 billion of treasuries, equiva-
lent to one month of new treasury 
issuance. China’s foreign exchange 
holdings have fallen to just over $3 
trillion since 2014. We believe the 
honeymoon and boomlet won’t last 
as expectations run ahead of politi-
cal, budget and legislative branch 
realities.

How to Make Friends 
and Influence People

Then there is Mr. Trump’s for-
eign policy that appears to scrap 
the almost 50 year globalism 
doctrine, noteworthy because it ar-
rives at a time when the days of US 
global hegemony is in decline. Mr. 
Trump’s “America First” will repre-
sent a seismic shift in the regional 
and global balance of power and 
trade. The world will be watching 
Mr. Trump’s future administration 
with a combination of trepidation 
and, hope.

However, there is concern 
that Mr. Trump will relegate 
international challenges from 
Europe to Mr. Putin to the Middle 
East to China to the backburner 
as he embarks on his “America 
First” promises. A reduced role 
internationally, together with an 
aggressive posture towards Ameri-
ca’s adversaries and even allies will 
only heighten America’s isolation 
to the glee of its adversaries. More 
likely is that Russia, China and 
Europe will be expected to man-
age their respective global spheres 
of influence and rather than get 
caught up in nation-building, stra-
tegic and security interests will be 
decided by those regional interests.

Continued on page 6

Trump Will Make Gold Great Again
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Five years after nearly breaking 
apart, the European Union’s 
existence is again threatened with 
Italian banks laden with $2 trillion 
of non-performing loans, swamp 
concerns over the Greek banks 
and fears of contagion. Italy is the 
eurozone’s third-largest economy 
and the loss of the referendum is 
the biggest threat, already buffeted 
by Britain’s intention to leave. 
The proposed bailout of Monte dei 
Paschi laden with too many non-
performing loans has been derailed 
by the vote and new elections are 
likely, too late for Monte dei Paschi. 
Can Mario Draghi kick this Italian 
can down the road? Then there is 
the Bank of England’s recent stress 
test where state-controlled Royal 
Bank of Scotland and Barclays 
were found to be undercapitalised 
and failed once again the stress 
test. The upcoming Basel proposals 
were to tighten risk and capital 
requirements, but now America’s 
loosening or rollback rather than 
tighten regulations will allow those 
undercapitalised banks another 
opportunity to leverage and not 
fix their balance sheets. What will 
Trump do?

Meanwhile, global trade also 
slowed down and this will make it 
more difficult for his free trading 
Republican party to endorse his 
promises of protectionist thirties-
style tariffs. Global supply chains 
are integrated and already high 
ranking Republicans are balking 
at import taxes to close the trade 
deficit gap.

Mr. Trump has yet to follow 
through on slapping a punitive 
tariff of 45 percent on Chinese 
imports. Sino-US relations is one of 
the main hotspots facing the Trump 
administration, particularly with 

his recent challenge of the “One 
China” policy that underpinned 
relations for more than 40 years. 
We believe his “art of a deal” 
strategy is merely sabre-rattling 
as a prelude to tough negotiations. 
China is watching intently and 
should America introduce tariffs, 
there are many ways to retaliate 
such as slapping retaliatory tariffs 
on those big Boeing airplanes or 
IPhones.

Consequently, Mr. Xi and Mr. 
Trump both strongman, might 
discover rather than confrontations, 
a pragmatic approach looking 
beyond the trade and currency 
irritants would be better off. After 
all, China and the United States 
are each other’s largest trading 
partner – they remain intertwined 
and both have much to lose. The 
selection of Iowa Governor Terry 
Branstad, an “old friend” of China 
for Ambassador to China is a 
positive first step. The US needs 
China’s middle class market and 
capital. China needs US technology 
and markets to fuel its next round 
of growth. Also, China has the 
capital and the technology to help 
America rebuild its infrastructure 
such as highways, bridges, tunnels 
and airports. However, sabre 
rattling mistakes like accepting 
a call from Taiwan’s president, 
questioning the One China policy 
or entertaining the Dalai Lama 
could setback any meaningful 
beginning.

Make America Gold Again
So how to pay for Mr. Trump’s 

spending binge? Asking America’s 
trading partners to foot the bill 
is unlikely, particularly if Trump 
tears up trade agreements, makes 
ill advised tweets or imposes 
tariffs. We believe, most likely 
is the resurrection of Reagan’s 

supply side playbook of reducing 
taxes, government spending and 
regulation plus the useage of 
America’s gold hoard. America’s 
finances are in shambles and 
getting worse. What ballasts 
America’s monetary system is 
debt. Debt on debt is not good. Mr. 
Trump has inherited a problem, 
however there are solutions, a 
golden solution.

There was a time when gold 
was money. The United States was 
on a gold standard from 1789 till 
1971. For 182 years including the 
Great Depression, the dollar-based 
gold standard represented stable 
money, mainly because there was 
no artificial limit on the supply 
of money. Part of gold’s allure is 
it’s store of value. The US has the 
world’s largest holding of gold, yet 
supplies are no longer growing 
annually, unlike fiat currencies.

The US dollar became the world’s 
reserve currency when America 
displaced war torn Britain. Gold 
was fixed at $35 per ounce and 
other currencies were pegged to the 
dollar. However, in 1971, President 
Nixon took the dollar off the gold 
standard because there were too 
many claims on American gold 
reserves because of the liabilities 
from the Vietnam War and LBJ’s 
Great Society.

In the years following, America 
enjoyed a virtual unlimited line 
of credit, simply creating dollars 
to pay their bills in a currency it 
prints, allowing them to consume 
more than they produced. The 
dollar became the keystone for the 
international monetary system. 
Today two-thirds of the world 
assets are denominated in a fiat 
dollar backed by the “full faith 
and credit” of the nation; a defacto 
dollar standard. For decades,

Continued on next page
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governments, central banks and 
corporations used dollars. How-
ever, the United States kept going 
deeper in the red, and large trade 
deficits were the norm.

In the eight years since the 
financial crisis, relying on un-
conventional monetary practices 
and deficits, America flooded the 
world with dollars in an attempt 
to resurrect its economy. However, 
that changed when America’s trad-
ing partners with growing foreign 
exchange reserves became alarmed 
at their dependence on the dollar 
hegemony. US sanctions caused 
Russia to look for alternatives. 
Similarly, Iraq, Iran and others 
sought alternatives. Foreign credi-
tors of the United States in turn, 
alarmed at this avalanche of dol-
lars have dumped dollars. Half a 
world away America’s creditors are 
buying gold. Today the dollar’s re-
serve status hinges on geopolitical 
politics. We believe that America’s 
isolationist stance together with a 
more aggressive treatment of its 
adversaries will erode its reserve 
dollar status. In today’s uncertain 
world, gold might be a good thing 
to have – it might even become 
fashionable again.

Trump and Gold
“We used to have a very, very 

solid country because it was based 
on a gold standard,” Donald Trump 
said on July 2015 in a Bloomberg 
interview. He also said, “we don’t 
have the gold. Other places have 
the gold.”

It is hard to say how Trump’s 
cabinet choices will fare but this 
Chairman of the Board has emu-
lated Winston Churchill’s hand 
picked war cabinet which not only 
crossed party lines but consisted 
of a group of powerful ministers 
possessing both talent and experi-
ence. As optimism spreads about 
Trump’s economic agenda, his 
economic team similarly ranges 
from retired generals, a quartet of 
billionaires, to hedge fund players 
and the odd seasoned lawmaker 
whose common denominator is 
a “hard money” view of limiting 
the Fed, and for some, a return to 
the discipline of a gold standard. 
Rather than “drain the swamp”, he 
is using long time swamp dwellers 
with a conservative ideologue who 
embrace a traditional agenda of 
lower taxes and less regulation. 
Under the last few presidents, the 
steady encroachment of individual 
liberties, including a war on sav-
ers became the popular populist 
Trump complaint. As most of his 
team are experienced business 
people and thus transactional-
minded, they will play an active 
role in kickstarting the economy. 
Treasury-elect deal maker Steven 
Mnuchin is expected to restore 
the balance of power making the 
Treasury Department, the crucial 
driver of economic policy instead of 
the heavy handed Federal Reserve 
which has dominated monetary 
policy since 2008, with unconven-
tional programmes which failed to 
lift the overall economy.

Since 1973, Republican admin-
istrations have been friendly to 

gold. Noteworthy is that over those 
40 years, after one year in office, 
gold gained 23 percent versus 
only 5 percent under Democrat 
presidents. Few remember that 
in 1984, Republican Congressman 
Jack Kemp (ex-football hero), 
introduced the Gold Standard 
Act, which required the Federal 
Reserve to re-establish the linkage 
of the dollar to gold. Since then, 
enactment has been a touchstone 
for many Republicans. Jack Kemp 
also pushed supply side economics 
which called for lower taxes and 
reduced government which helped 
Ronald Reagan’s landslide re-elec-
tion to a second term. Today many 
of Kemp’s disciples are in the new 
Trump administration. We believe 
that rather than tinker around 
the edges of economic policy, Mr. 
Trump will reshape the Fed’s role 
starting with nominations of two 
governors in pursuit of downsizing 
the interventionist Fed. The impo-
sition of a gold standard, or usage 
of gold to finance debt would both 
unite his party and is an elegant 
way to pay for Mr. Trump’s ambi-
tious programs.

Trump’s Team and Gold
One of Mr. Trump’s major con-

tributors was Robert Mercer, a 
successful hedge fund manager. 
HIs daughter, Rebekah contributed 
almost $4 million and now serves 
on his transition committee. Of 
note is that Mr. Mercer is a hawk 
on monetary policy and funded ef-
forts to resurrect the gold standard. 
Some members

Continued on page 8
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of Mr. Trump’s cabinet are also 
looking at re-establishing the gold 
standard. For Mercer and other 
Republicans, the Fed has grown 
too large and the creators of money 
needed to be reined in. To be sure, 
a reversion to the gold standard 
would remove the printing power 
from the Fed and is the hidden 
beauty of a better policy alterna-
tive than maintaining the current 
artificial environment. Mike Pence, 
Vice President too supported the 
rethink of the role of gold in in-
ternational markets. On Trump’s 
advisory team there are other pro-
gold proponents including Judy 
Shelton co-director of the sound 
money project who advocated gold 
backed bonds and Lawrence Kud-
low recently appointed to head the 
White House Council of Economic 
Advisers. We believe hard money 
enthusiasts account for nearly 30 
percent of Trump’s team.

China has the Gold
Consequently, using gold as col-

lateral for sovereign debt would 
alleviate the pressures of Mr. 
Trump’s ambitious agenda. Amer-
ica has more gold than the IMF 
and Germany combined and gold 
backed loans would also lower 
sovereign debt yields without in-
creasing inflation. America could 
use a portion of their gold reserves 
in this way. However, as Trump 
feared earlier, the United States 
does not have enough gold and too 
much debt. In fact, China has the 
gold. Asian central banks and the 
public have been buying gold be-
cause they have more dollars than 
they want, and not enough gold. 
China has reported gold reserves 
at 1,833 tonnes up from 600 tonnes 
in 2003. The largest sixteen com-

mercial banks in China hold on 
behalf of their clients, including 
the government some 2,500 tonnes, 
according to published reports. 
Chinese jewellery demand and 
“grannie” purchases are believed to 
part of the estimated 2,000 tonnes 
withdrawn this year from the 
Shanghai Gold Exchange (SGE). 
Gold is a rational central banker’s 
solution to excess dollars and 
hedge against devaluation. China 
and Japan are the world’s largest 
creditors and America has accu-
mulated the world’s largest debt 
at $20 trillion. Both governments 
eye the situation with trepidation. 
The Chinese fear a collapse in the 
purchasing power of their Treasury 
hoard and America, a collapse in 
the funding of their debt.

Today the rise of China, Amer-
ica’s largest trading partner is 
challenging American dollar he-
gemony. China has set up swaps 
around the world in an effort to 
make its currency convertible. 
China’s renminbi is now a reserve 
currency as part of the Internation-
al Monetary Fund’s SDR basket. 
Also China continues to innovate 
its financial markets, becoming the 
world’s largest gold trader. China 
is the world’s largest consumer 
and largest producer of gold. The 
sinking renminbi has resulted in 
strong demand for physical gold. 
China has been also buying gold 
to hedge their massive $3 trillion 
of foreign exchange reserves con-
sisting largely of US debt, joining 
other central banks led by Russia 
which has been buying gold for 21 
months in a row.

Established in 2002, the Shang-
hai Gold Exchange is wholly owned 
by the Chinese government and 
has become the world’s largest 
bullion trader. Lately premiums 
have been as high as 25 percent 

above spot reflecting growing 
demand and tight supplies. With 
a network of 55 vaults, gold with-
drawals from SGE are expected 
to reach a whopping 2,000 tonnes 
this year Since the Shanghai Gold 
Exchange introduced twice daily 
renminbi per gram benchmark in 
April, we estimate that gold has 
traded at a premium to Comex gold 
more than 60 percent of the time. 
Gold has retained much of its value 
and in the past was widely used as 
gifts during the wedding season. 
However today, gold has become 
an effective monetary hedge, par-
ticularly when more than a third 
of global sovereign debt yields less 
than zero percent.

A Perfect Plan B
After eight years, we continue to 

warn about America’s vulnerability. 
America’s debt load is unsustain-
able. The world has too many dollars. 
America does not have a Plan B. 
Gold is a barometer of currency 
fears. If investors believe that the 
dollar is an overvalued currency, 
and also lack the confidence in other 
currencies, gold is a natural haven. 
Without confidence in the dollar, 
the world has no valid reserve cur-
rency. If confidence is not restored, 
the pressure will be to pursue tried 
and unsuccessful measures like 
competitive devaluations, protec-
tionism or again, money printing. 
Both the dollar and gold are telling 
us that an adjustment lies ahead. 
Gold is a good thing to have. We 
continue to believe, once it breaks 
above $1,250 an ounce, that gold’s 
new bull run will reach $2,200 an 
ounce – a perfect Plan B.

Recommendations
Gold peaked in 2011 and recently 

recorded a partial recovery, leading
Continued on next page
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in our view to the resumption 
of its 12 year bull market. The 
industry, after writing off tens of 
billions of dollars during the first 
bull run, are poised to make money 
again. Miners last year recorded 
topsy-turvy results. While most 
reported net free cash flow, some 
had difficulty making money even 
with a higher gold price. As a 
result there was the usual M&A 
activity with the spinning off of 
non-core assets in order to reduce 
costs, focusing more on core assets. 
Newmont sold Batu Hijau ridding 
themselves of a geographic risk 
problem. Eldorado sold its Chinese 
assets. Goldcorp. on the other 
hand purchased Kaminak’s Coffee 
project in the Yukon adding to 
its inventory portfolio. That deal 
is strange given the fact that 
Goldcorp. already has a number of 
inventory type assets. Nonetheless 
the focus is on replacing reserves 
because in 2015, only two of the 
majors replaced their reserves.

Meantime a few development 
prospects are emerging as future 
targets. Continental Gold finally 
received a major permit paving 
the way for financing to advance 
its Buritica gold/silver project in 
Columbia. Currently Continental 
has conducted a major exploration 
program to augment its feasibility 
study which calls for a 3,200 tpd 
plant and annual production of 
250,000 ounces of gold. Rye Patch 
Gold will bring into production, 
former producer Florida Canyon 
early this year, at to about 50,000 

ounces annually for the next 
eight years. TMAC Resources 
will produce 130,000 ounces at 
Hope Bay in Nunavut this year. 
Notable however is that these 
developments will not replace 
reserves and thus the likelihood for 
more M&A activity in an industry 
consolidation.

• Agnico Eagle Mines (AEM) 
reported positive free cash flow in 
the third quarter on production of 
416,000 ounces at an all in cost of 
$820 per ounce. Record production 
at La India and silver output from 
the Mexican operations helped 
results. In addition, Agnico Eagle’s 
joint venture Canadian Malartic 
Mine in Québec contributed about 
76,000 ounces to Agnico Eagle’s 
book. La India contributed about 
30,000 ounces and high grade Lapa 
also recorded a strong quarter. To 
be sure, Agnico Eagle’s Mexican 
southern business core group has 
developed along with its flagship 
La Ronde in Quebec. The next core 
area of course is the development 
at Amaruq and Meliadine which 
will extend the life ofMeadowbank 
in Nunavut. Agnico Eagle will re-
lease an updated resource shortly. 
Agnico has a strong balance sheet 
with cash and short term invest-
ments of $627 million against 
net debt of $588 million plus an 
untouched $1.2 billion credit facil-
ity. Also, Agnico for some time has 
made investments in a number of 
smaller exploration/development 
situations. This “skunk works” 
approach is now being emulated 
by other producers as a means to 

better exploit resources. We like 
the shares here.

• B2Gold Corp. (BTO) – In-
termediate gold producer, B2Gold 
reported record gold production of 
about 145,000 ounces up 18 percent 
in the last quarter. B2Gold has four 
producing gold mines and Fekola 
in Mali will be commissioned this 
year at 350,000 ounces at a cash 
cost of $420 an ounce in its first 
full year of production. The open 
pit mine is similar to recently com-
missioned Otjikoto in Namibia and 
is fully funded. B2Gold has one of 
the best growth profiles in produc-
tion and reserves and we like the 
shares here, trading at a discount 
to NAV.

• Eldorado Gold Corpora-
tion (ELD) reported a drop in gold 
production this year to 485,000 
ounces largely due to the sale of 
their Chinese assets and slippage 
at flagship Kisladag in Turkey. 
With total liquidity of about $1.1 
billion (including $880 million in 
cash), the loss of ounces from the 
sale of Chinese assets was expected 
but unexpected was the shelving 
of the Kisladag expansion in order 
to save $100 million. The reports 
are surprising given Eldorado’s 
solid balance sheet and their need 
to replace the Chinese reserves 
and production. Meantime Olym-
pias Phase II in Greece is set for 
commissioning and Skouries con-
struction is expected to continue 
with a target date in 2020. Of note 
is that Eldorado will be shy of the 
400,000 ounce production target 
this year and while the company 
reduced costs, we believe there is 
probably more bad news to come. 
Also unexpected is the “retirement” 
of Paul Wright. Eldorado shares 
are cheap but at current levels we 
prefer B2Gold.

• Goldcorp Inc. (G) – Taking 
a page from Barrick’s book, 
Goldcorp has unloaded non-core 
assets Los Filos in Mexico for 
a reported $438 million. Also, 
Goldcorp sold Cerro Blanco gold/
silver project in Guatemala. The 
sales are part of a renewed focus on 
core assets. Goldcorp shares have 
underperformed due to operational 
and earnings disappointments 

Continued on page 10
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and the need to replace declining 
reserves at flagships Red Lake 
and Penasquito. Although the 
Company has articulated a long 
term strategy, near term there is 
little on the horizon. Eleonore and 
Cerro Negro still need to operate at 
project design capacity. And recent 
acquisitions such as Coffee as well 
as an Ontario strategy (Cochenour 
and Young projects) are in need 
of a strategy. Goldcorp produced 
2,900,000 ounces in 2016 but output 
will slip to 2,500,000 ounces after 
sale of Los Filos and the closure of 
Marlin. We prefer Barrick here.

• McEwen Mining Inc. (MUX) 
produced 145,000 gold equivalent 
ounces from its Mexican El Gallo 
flagship and a contribution from 
49 percent owned San Jose mine 
in Argentina. At yearend McEwen 
had no debt and doubled its 
liquidity at $64 million, including 
$21 million in precious metals. 

Micro/Small-Caps • Buy-Sell  
Technical • Fundamental Market Timing

www.konlin.com

McEwen’s cash flow, balance sheet 
and management team allow it 
to become an acquisitor in todays 
market. We like the shares here.

• Newmont Mining Corp. 
(NEM) successfully brought Long 
Canyon in Nevada into production 
ahead of schedule and under bud-
get. Long Canyon cost $225 million 
and should produce 125,000 ounces 
a year over an eight year mine life. 
Importantly all in cost should be 
below $600 an ounce. Long Can-
yon is an oxide gold deposit with 
a resource of 3.4 million ounces. 
Newmont generated free cash flow 
in the latest quarter and while the 
stock is cheap, it too is plagued 
with a flat production profile. While 
the handwaving over Long Canyon 
is positive, needed is a company 
builder. We prefer Barrick here.

• Yamana Gold Inc. (YRI) 
– Canadian producer Yamana 
spun off Brio Gold through a 
rights issue after earlier attempts 

were unsuccessful. While Yamana 
wanted to sell more than 50 percent, 
only 15 percent was sold. Brio 
Gold contains three of Yamana’s 
non-core assets such as Fazenda 
Brasileiro and Pilar gold mine plus 
Santa Luiz which could reopen in 
2018. Yamana purchased Riacho 
dos Machados (RDM) which added 
ounces but was financed with debt 
to dress up Brio. Brio is a high 
cost entity ($1,000 AISC) and has 
a credit facility about $75 million, 
needed because cash is less than 
$6 million. Yamana was obviously 
disappointed in netting only $50 
million dollars and Yamana still 
is in need of improving its stable 
of assets. However, debt stands 
at $1.5 billion.Meantime, flagship 
El Penon in Chile which faces a 
short reserve life was hit with 
a short labour shutdown by its 
underground mine workers. Cerro 
Morro remains on track and is 
slated for production in 2018, 
however, guidance for 2017 is still 
up in the air. We would avoid the 
shares here.

Editor’s Note: This is an edited 
version of an earlier letter with current 
recommendations. John Ing is President, 
CEO and gold analyst at Maison Placements 
Canada Inc. Mr. Ing has 45 years of 
experience as a portfolio manager, mining 
analyst and investment banker.

Maison Placements Canada Inc. is 
recognized for providing the highest 
quality research for emerging growth 
companies with an emphasis on in-depth 
analysis instead of the quick synopsis in 
vogue today. For more information visit  
www.maisonplacements.com.
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It also looks as though President 
Trump will hit the ground running 
and at least attempt to get some of 
his policies off the ground quickly. 
He has already started reining 
back Obamacare and it looks like 
he is going to stick to his making 
policy on the hoof and on twitter 
pattern. Protectionism appears to 
be a key policy and the promise 
to wipe Islamic-oriented terrorist 
activity off the face of the earth 
suggests a likely alliance with 
President Putin’s Russia. Trump 
has made no secret of his respect 
for Putin and his policies. Does 
that suggest an attempted move 
to tighter Presidential control over 
the U.S. state and, if it does, can he 
carry Congress with him?

While there appears to have 
been no initial mention of this, 
confrontation with China over 
trade, Taiwan, the South China 
Sea and the strength of the Yuan 
looks to be a dangerous policy 
and could also lead to a Chinese 
alliance with the unpredictable 
North Korean regime – another 
global geopolitical loose cannon.

In London, we have two of the 
world’s most respected precious 
metals-specialist consultancies in 
Metals Focus (which provides data 
to the World Gold Council) and 
Thomson Reuters GFMS, and while 
we may disagree with both of them 
on some specifics – notably their 
estimates of the level of Chinese 
gold demand – they do both provide 
the most comprehensive datasets 
on global gold supply and demand. 
They also publish their views on 
geopolitics and geo-economics as 
they affect the precious metals 
markets so their views should be 

All Precious Metals Likely to See 
Gains Despite Cautious Mood

taken seriously. They are not out 
and out gold bugs and try to take 
a neutral stance on gold, silver and 
the pgms.

Writing ahead of the Trump 
inauguration, Metals Focus noted 
“While Trump’s victory is still, on 
balance, seen as a positive towards 
US growth, we believe that even-
tually the new President’s “wild 
card” approach will proliferate 
global uncertainties. This will in 
turn boost safe haven demand. 
Finally, in our view there remain 
significant risks of equity market 
corrections.“ Trump’s inauguration 
address did nothing to allay these 
fears – indeed in our view it en-
dorsed them. U.S. equity markets 
may have risen initially, but the 
realities of the Trump policies, once 
it becomes apparent that there’s 
no easy path to ‘Making America 
Great Again’ could well see a sharp 
downturn – except perhaps for 
exporters given Trump’s view that 
the dollar is overvalued.

Thus Metals Focus believes that 
all the precious metals are likely to 
see gains in 2017 despite a cautious 
mood in the markets following the 
declines at the tail end of 2016. 
The consultancy comments that 
most factors that boosted precious 
metals in the first half of last year 
are very likely to remain relevant 
throughout 2017 and, in our 
view, the seemingly intransigent 
Trump position, as set out in 
his inauguration address, does 
nothing to change this assessment. 
Overall though Metals Focus sees 
a relatively conservative gold price 
average of $1,285 for the current 
year, although does not predict a 
specific price high. To achieve the 
$1,285 average though this might 
well be in the high $1,300s, similar 

to, or perhaps a little above its 2016 
high point of, $1,366.

Philip Newman, Metals Focus’ 
co-founder, who cut his teeth with 
GFMS, commented to us “In terms 
of Trump, his approach suggests he 
will continue to add uncertainty 
and perhaps help create some 
additional volatility in the market. 
Perhaps that uncertainty will 
start to settle down, once some 
actual policies are crystallised, but 
equally they may throw up some 
unexpected surprises!”

As to the other precious metals, 
Metals Focus is positive on all 
of them. Newman feels that the 
gold:silver ratio will come down, 
thus meaning silver will rise 
further in percentage terms than 
gold. Metals Focus is also positive 
on platinum and palladium. 
With regard to the former the 
consultancy comments that it 
expects the platinum price to rise 
by around 5% in 2017, achieving 
a full year average of $1,030. It 
stresses though that this projection 
owes much to its outlook for gold 
and it does not expect platinum to 
receive much support from its own 
supply/ demand fundamentals. It 
does comment that the anti-diesel 
rhetoric in Europe in particular 
could stunt the metal’s demand 
growth prospects.

On palladium Metals Focus 
reckons it likely to be the best 
performer among the group. It 
forecasts a 19% rise, to an annual 
average of $730, mainly reflecting 
the metal’s healthy fundamentals 
and their positive outlook. In 
particular, automotive demand 
should post another record high, 
driven by healthy demand in 
China, the US and gains, in part

Continued on page 12
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at the expense of platinum’s use in 
diesel catalysts, in Europe.

We think that some of these 
Metals Focus estimates may be 
erring on the side of caution, par-
ticularly as the Trump Presidency 
begins to really take effect – pri-
marily with regard to foreign policy 
towards Europe/NATO and China/
Taiwan which are potentially 
destabilising. These have, in our 
view, the prospect of not only mak-
ing America great again, but gold 
also – with silver even more so. We 
are less enthusiastic with respect 
to pgms, although we see the major 
threat here as being long term due 
to what we see as a more rapid 
advance in electric, non-polluting 
– vehicle technology than has pre-
viously been the case. However the 
likely downturn in pgm prospects 
may not be with us until the start 
of the next decade – perhaps even 
further aheads as far as the USA is 
concerned given Trump’s apparent 
disbelief in man-made pollution 
contributing to climate change.

Editor’s Note: Lawrence (Lawrie) 
Williams is a well known London-based 
writer and commentator on financial 
and political subjects, but specialising 
in precious metals news and commen-
tary. His commentaries can be read at  
www.sharpspixley.com.

Making Gold Great

Goldcorp: Top Pick for 
Growth-Oriented 
Investors

Adrian Day’s, editor of Global An-
alyst, www.adriandayglobalanalyst.
com, Top Pick for growth-oriented 
investors in 2017 is the fourth-
largest gold mining company in the 
world, Goldcorp (GG).

GG has underperformed over the 
past year. This is partly because 
other major companies, such as 
Barrick (ABX) and Newmont 
Mining (NEM), had had their own 
problems in prior years, and so 
came off a lower base. But it also 
reflects some changes happening 
at Goldcorp itself.

A new CEO David Garofalo got 
off to a rocky start when some 
comments were exaggerated in the 
media as indicating he wanted to 
diversify away from gold and away 
from the safe jurisdictions in the 
Americas that had given Goldcorp 
one of the best political-risk profiles 
in the industry.

Moreover, he has shifted the 
company’s focus to free cash flow 
rather than production growth; 
this follows three major new mines 

built in the 2014-2015 period. 
Although the company has a 

strong pipeline, there is no growth 
from that pipeline for perhaps 
three years or more.  So the market 
focused on the lack of growth 
rather than the improvements in 
cash costs and profitability.

With solid cash flow, cash (after 
some asset sales), and a newly 
renewed line of credit, Goldcorp 
has plenty of firepower ($6 billion 
plus) for a major acquisition. If 
it made sense, the market would 
reward the company.

So Goldcorp has a strong po-
litical risk profile, some world-class 
mines (including the new El-
eonore), a reasonable balance 
sheet, and good cost profile. The 
underperformance is unwarranted, 
and we expect Goldcorp to catch up 
over the year ahead.

Investment Weakness in 
Precious Metals– Forecast

The World Bank forecasts pre-
cious metals prices are projected to 
fall 7% in 2017, mainly due to weak 
investment demand, prospects of 
a stronger dollar, and rising real 

interest rates. Gold prices are 
expected to decline 8% on weak 
investment demand to an average 
$1,150. The global bank sees silver 
prices falling 4% to average the 
year at $16.50. Platinum prices 
are projected to rise marginally on 
likely tightness in supply to $1,000 
an ounce in 2017.

B a s e  M e t a l s  p r i c e s  a r e 
projected to increase by 11% in 
2017 due to tightening markets 
for most metals. The largest gains 
are expected to in zinc (27%) and 
lead (18%). Double-digit gains are 
also expected for copper, nickel 
and tin.

Crude oil prices are forecast 
average $55 a barrel for 2017.

To download the World Bank 
Group’s 66-page Quarterly Report: 
Commodity Markets Outlook 

Jay Taylor: Turning Hard Times into Good Times 
Is Trump America’s Last Chance for a 1776 Revival?

Jay Taylor, miningstocks.com, interviews Richard Maybury, Michael Oliver and Patrick 
J. Cruickshank. Prior to the election, Jim Rickards opined on this show that Donald 
Trump may be the last chance America has to return to its 1776 roots as a republic. The 
odds then didn’t seem great for a Trump victory but with the unexpected happening, 
Richard will point out why the basis for a true revolution and a return to the values of 
our Founding Fathers may actually be in place. But there are big differences between 
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asks Richard how the political storms that lie ahead may impact our investments. Patrick 
will talk about Chilean Metals’ highly prospective iron oxide copper and gold exploration 
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