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Dear Global Investor,              April  30th, 2020 
 

RE: INTAC Investment Commentary 2020-Q1 
 
PLEASE READ IMPORTANT DISCLAIMERS AT THE END OF THIS COMMENTARY. 
 

To say a lot has happened this past quarter... would be an understatement...  There is so much to review.  I 
recommend the reader read this commentary in sections (e.g. as listed below) over a few days.  Much of the content 
is involved and relates to the extreme monetary and fiscal policy measures taken over many years and their 
cumulative effects in relation to the debt super cycle and potential investment implications. 
 
This INTAC Investment Commentary 2020-Q1 (“IIC”) covers the following topics: 

 An analysis of INTAC’s investment performance Vs. relevant benchmarks over the period; 
 A review of INTAC’s recent IIC 2019-YE investment calls; 
 Pre-COVID-19 – A review of gold and debt cycles (Sources Bloomberg and Hardman & Co.); 
 Pre-COVID-19 – A detailed review of the massive reflationary monetary and fiscal policy responses 

undertaken in 2007/2008/2009 during the housing crisis (Sources Bloomberg and Myrmikan Research); 
 Pre-COVID-19 – A brief review of the issues that were already developing in the credit markets in 2019 

and early 2020 (Sources Bloomberg and Myrmikan Research); 
 The COVID-19 pandemic panic which was the black swan that began to puncture the most recent 

“everything bubble” that took about a decade to inflate together with a detailed review of the massive and 
unprecedented reflationary monetary and fiscal policy responses undertaken in 2020-Q1, and continuing, 
and on a global scale, to prevent the Great Lockdown from pushing the world into a Great Depression.  
However, these massive and unprecedented economic stimulus measures have most certainly accelerated 
the Global Debt Supercycle Reset (“GDSR”) (Sources Bloomberg, Sprott, and Myrmikan Research); 

 An update on my potential endgame outcomes for the GDSR - deflationary debt bust or untamed 
inflationary thrust?? Golds outperforms during both; 

 In a world of unprecedented economic stimulus how far can Gold / Silver Bullion and Gold & Precious 
Metals Mining Shares / Funds / ETF’s & Related Investments (“G&PM”) rise; 

 List of Some Important Calendar Events That Can Affect The G&PM Sector (i.e. FOMC Meeting Dates 
2020); and 

 Concluding Remarks. 
 
 

AN ANALYSIS OF INTAC’s INVESTMENT PERFORMANCE VS. RELEVANT 
BENCHMARKS OVER THE PERIOD: 
 
The first quarter of 2020 was an extremely volatile period for global financial markets and even G&PM were caught 
up in the turmoil.  During the brutal stock market crash in general equities G&PM also faced a brutal sell-off caused 
by liquidity driven selling that was further exacerbated by the banks whom attacked G&PM to clear out the longs 
with a focus on leveraged longs, through stop loss selling, permitting some of the banks to cover their shorts (e.g. 
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JP Morgan Chase) prior to what will likely be a historic rally.  This was likely the last great gold grab by the banks 
(i.e. especially JP Morgan Chase who participated heavily in this gold grab). 
 
During the height of the crash in general equities the Van Eck Junior Gold Mining Share ETF (GDXJ) was down 
by approximately -58% (see chart below): 
 

 
 
Virtually all leveraged G&PM investment managers, leveraged G&PM ETF (e.g. JNUG and NUGT), and hedge 
funds leveraged into G&PM either blew up, broke, and/or went out of business over 2020-Q1.  For example, JNUG 
was down -97% and NUGT was down -89% (i.e. peak to trough) during 2020-Q1 (see charts below): 
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The attack on GDXJ and JNUG was so severe that following the collapse when the turn finally came JNUG was no 
longer able to provide 3X leverage.  JNUG was partially locked out from the V recovery – it effectively broke.  In 
fact, immediately after this G&PM grab by the banks the Loan to Values (“LTV”) available for G&PM, on the US 
exchanges, were significantly reduced, this in turn reduced leveraged G&PM investors ability to effectively 
participating in the V recovery and ongoing bull market (i.e. which was surely to follow). 
 
2020-Q1 was a perfect Acid Test for my refined G&PM multi-strategy model-driven investment and risk 
management process (i.e. which often employs leverage).  My studies, analysis, and indicators which I utilize in 
my G&PM investment and risk management process passed this test, with flying colors, having provided stellar 
relative returns and attractive absolute returns over the period. 
 
My risk management systems minimized the crash in G&PM, during the crash in general equities, and I was able 
to capture the V recovery in G&PM.  I also transferred our US listed G&PM stock holdings to the Canadian 
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exchanges following the turn and have been able to attain optimal LTV’s for both the V recovery and the ongoing 
bull market advance that we are continuing to actively participate in (i.e. so far). 
 
I am happy to report, that INTAC HAD A STELLAR 2020-Q1 adding to our significant outperformance since 
2015-YE.  The INTAC Investment Philosophy Aggressive has now GAINED 240.39% since 2015-YE and these 
returns are net of fees and expenses.  In 2020, my investment management process has continued to improve upon 
INTAC’s significant outperformance, relative to all G&PM fund managers globally that we are aware of, and 
relative to most all fund managers globally, that we are aware of, since 2015-YE.  We use December 31st, 2015, as 
a starting point, as this is the date, I refined INTAC’s investment management process, to utilize my G&PM multi-
strategy model-driven investment management process. 
 
I am extremely happy to report, that INTAC’s Investment Philosophy Aggressive added significant ALPHA during 
2020-Q1 relative to the following benchmarks, specifically, INTAC has provided the following excess returns over 
2020-Q1: +98% relative to JNUG, +74.5% relative to NUGT, +20.5% relative to SIL, +20.2% relative to the S&P 
500, +17.8% relative to GDXJ, and even +3.4% relative to GDX (i.e. the unleveraged large cap gold mining ETF).  
Further, INTAC achieved this significant excess returns in just a few months. 
 
In fact, our research of the worldwide selection of G&PM investment managers (e.g. see www.minerialfunds.com 
for all other G&PM Fund performance and details), has INTAC ranked as the #1 Top Performing G&PM Investment 
Manager in the World since 2015-YE.  This significant alpha / outperformance was achieved through my multi 
strategy - model driven - G&PM investment process - which is scalable due to our diverse and highly liquid book 
of G&PM. 
 
INTAC’s G&PM investment strategy, prior to January 1, 2016, experienced drawdowns during the G&PM crash 
of 2013 and the ensuing G&PM bear market of 2014/2015 that were in line with the non-leveraged gold mining 
ETF’s (e.g. GDXJ).  However, INTAC’s G&PM investment strategy, since 2015-YE, has significantly 
outperformed all relevant and comparable G&PM Strategies and G&PM Mining Indices (i.e. that we are aware of).  
Specifically, INTAC has significantly outperformed all non-leveraged G&PM Mining ETF’s, all leveraged G&PM 
Mining ETF’s, all G&PM Mining Funds, and all G&PM Mining Indices (i.e. that we are aware of) as well as Gold 
Bullion and the S&P 500 Index (not a relevant comparable) since 2015-YE.  Please refer to the INTAC Performance 
Review table below: 
 

INTAC Performance Review:       

Investment / Index / ETF 

 % Chng 
Period 
(Dec 31, 
2019 - 
Apr 15, 
2020) 

2019 % 
Chng 
(Dec 31, 
2018 - 
Dec 31, 
2019) 

2018 % 
Chng 
(Dec 31, 
2017 – 
Dec 31, 
2018) 

2017 % 
Chng 
(Dec 31, 
2016 – 
Dec 31, 
2017) 

2016 % 
Chng 
(Dec 31, 
2015 – 
Dec 31, 
2016) 

Cumm % 
Chng 
(Dec 31, 
2015 - 
Apr 15, 
2020) 

INTAC Investment Philosophy 
Aggressive 

6.34% 83.21% -37.36% 32.07% 111.17% 240.39% 

S&P 500 Index -13.85% 28.88% -6.24% 19.42% 9.54% 36.18% 
Gold Bullion Spot Price 13.12% 18.31% -1.57% 13.17% 8.47% 61.72% 
Global X Silver Miners ETF (SIL) -14.20% 32.61% -23.35% 1.65% 73.47% 53.81% 
VanEck Vectors Gold Miners ETF 
(GDX) 

2.97% 38.83% -9.25% 11.09% 52.48% 119.75% 

VanEck Vectors Junior Gold Miners 
ETF (GDXJ) 

-11.45% 39.84% -11.46% 8.18% 64.24% 94.79% 
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Direxion Daily Gold Miners Index 
Bull 3X (NUGT) 

-68.14% 99.09% -44.79% 3.73% 57.33% -42.85% 

Direxion Daily Junior Gold Miners 
Index Bull 3X (JNUG) 

-91.93% 81.26% -48.14% -20.43% 79.71% -89.15% 

The above INTAC returns are for all client accounts with an Aggressive Investment Philosophy, include fees 
and expenses, whom did not change their investment philosophy and/or client margin and/or contribute / 
redeem capital from their investment account during the period.  Investment returns may vary (i.e. higher or 
lower) from those listed above for clients whom made such changes / alterations over the period.  Returns are 
calculated by Mark Andrew Robinson (Compliance for INTAC) and verified by Deloitte & Touch.  

 
It is nice to have significantly added to last year’s outperformance.  Last year, INTAC’s Aggressive Investment 
Philosophy beat the market by massively outperforming the S&P500 by 2.9X as INTAC returned an astounding 
83.21% in 2019 which together with INTAC’s 2020-Q1 outperformance brings INTAC’s cumulative percentage 
change to 240.4%!  Additionally, since 2015-YE, INTAC generated over double the return of GDX and over 
2.5 times the return of GDXJ the two largest gold and precious metals exchange traded funds in the World.  
Further, INTAC has now generated over 204% ALPHA / EXCESS RETURNS compared to the S&P 500 
since 2015-YE. 
 
INTAC’s Alpha/Excess Returns have been generated through the creation and implementation of multiple 
investment strategies which utilize a model driven investment process focused principally on the G&PM sector.  
For example, I construct and manage: Relative Value Investment Strategies (e.g. long a basket of select G&PM 
stocks and short G&PM ETF’s (e.g. currently GDX)), Event Driven / Special Situation Investment Strategies (e.g. 
overweight select takeover candidates within the long G&PM basket), Market Capitalization Rotation Investment 
Strategies, Sector Rotation Investment Strategies, Currency (e.g. CAD/USD, AUD/USD, MXN/USD, & 
GBP/USD) Hedging Strategies, and a Models Driven Market Timing Investment Strategy where by INTAC’s net 
exposure may be significantly increased (e.g. including the use of margin) or decreased (e.g. to 100% cash 
equivalents or bullion or even at times to a net short exposure) at opportune times with the focus on G&PM. 
 
In 2020-Q1, I was able to deliver a Time Weighted Rate of Return of 33.67% in INTAC’s actively managed 
prime brokerage account where I manage my G&PM Investment Strategies (i.e. as listed above).  The 
performance of my actively managed G&PM Investment Strategies has been far superior to the returns generated 
by the World’s best performing active G&PM Fund Managers whom I allocate capital to in INTAC’s less actively 
managed prime brokerage accounts.  As my confidence is continuing to grow in my actively managed multi strategy 
- model driven - G&PM investment process I am moderately increasing exposure here from my allocations to the 
World’s best performing active G&PM Fund Managers.  My allocations to active G&PM Fund Managers is also 
incorporated into INTAC’s overall strategies including consideration of hedging, leverage, and market timing 
exposure.  Further, I remain a believer in diversifying manager risk, including my own, and the inclusion of active 
G&PM Fund Managers, which further enhances scalability of our G&PM offering. 
 
Bottom line, my G&PM Indicators, that I use, together with numerous other studies, analysis, and indicators, (e.g. 
Fundamental Analysis, Macro Economic Analysis, Geopolitical Analysis, Interest Rate & Inflation Analysis, Inter 
Markets Analysis, Fund Flows Analysis, COT & ETF Positioning Analysis, Elliot Wave Analysis, Sentiment 
Analysis, Cycle Analysis, and Technical Analysis) to try to determine where we are in the G&PM cycle, which I 
discussed at length in my IIC 2018-Q2, and which I implemented and have significantly refined, especially since 
December 31st 2015, have greatly assisted me in generating significant outperformance for INTAC since December 
31st 2015.  Further, I am happy to report that the more recent adjustments I have made to my studies, analysis, and 
indicators, since the commencement of 2019, in regards to my early recognition / belief that we have entered into 
the second half of the G&PM secular bull market (i.e. that I discussed in my past IIC’s), have further improved my 
G&PM investment management process and results.  This is demonstrated in the above INTAC Performance 
Review Table through INTAC’s ongoing robust and stellar outperformance where INTAC has generated over 186% 
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of Excess Returns to that of SIL, over 204% of Excess Returns to that of the S&P 500, over 283% of Excess Returns 
to that of NUGT, and over 329% of Excess Returns to that of JNUG since 2015-YE. 
 
We are even more pleased to report that, since 2015-YE, this absolute outperformance was attained with even better 
risk adjusted performance.  I was able to significantly reduced risk, at times, through high levels of cash, reduced 
net G&PM exposure and even negative net G&PM exposure - often at opportune times and through my effective 
implementation of pairs trading strategies.  For example, at opportune times in 2020, I sold GDX short relative to 
longs in select best of breed mid-tier gold and silver producing mining companies and longs in the World’s best 
performing active G&PM Funds (i.e. as basket pairs trades) which reduced our portfolio’s overall risk profile 
through the implementation of a beta adjusted market neutral strategy while still pro-offering attractive combined 
returns. 
 
Also, early on during the initial crash in late February 2020, and again early on during the bigger crash of March 
6th to 13th 2020, I was able to hedge most all of our G&PM holdings, which minimized the draw downs and following 
timely removal of these hedges, again based on my studies and indicators, we were able to participate handsomely 
in the very strong V recovery and ongoing bull market. 
 
My focus quickly changed during the initial moves to investing in the most liquid names, royalties, and ETF and 
then back, as the recovery progressed, to the best G&PM producers, in the mid-tier to the higher end of the junior 
market capitalization space, with an additional focus on the best silver producers, as well as G&PM Funds / ETF’s 
that in turn focus on the same.  As an active investment manager, in the G&PM sector, I remain focused on gold 
and silver producers with the highest quality assets, effective management teams and a commitment to returns to 
shareholders, often through dividends.  Through an emphasis on high quality companies, with good liquidity and 
attractive buying power, my investment approach is intended to deliver superior returns under all market conditions 
relative to a passive holding in gold & silver mining equities. 
 
I forecasted, in my IIC 2018-Q1, that the second major leg up in the G&PM bull market would begin in 2018-Q4.  
Further, when others were panicking, during the G&PM take-down in August and September 2018, I remained 
confident in my analysis and forecasts.  In fact, due to my extensive analytical work, which I partially expressed in 
my G&PM Indicators, which I presented and discussed at length in my IIC 2018-Q2, I concluded that our G&PM 
investments were a screaming buy during the August and September 2018 G&PM sell off.  The same events 
unfolded in late February and the first half of March 2020 and I was able to capitalize on these even better this time 
around due to the improvements I made to my system since the start of 2019.  I suspect that the low prices seen in 
G&PM in 2020-Q1 may not be seen again in this secular bull market and potentially not for an exceptionally long 
time. 
 
As previously wrote, I expect the next decade will provide a biblical deliverance, through Precious Metals 
investments, for informed investors, from the darkness that will be cast in the Global Debt Super Cycle Reset. 
 
Although INTAC has performed exceptionally well in 2020-Q1 and since December 31st, 2015, several great gold 
& silver mining equities, including several I am actively trading in and out of, are still not meeting investor 
expectations, including mine, in relation to the higher bullion prices.  This is a result of G&PM investor sentiment 
still only beginning to move from Despondency to Disbelief.  Tired and impatient G&PM investors are still selling 
their shares to the banks as bullion prices continue to advance, in a stair step fashion, and ironically this is creating 
even more attractive valuations and opportunities for savvy investors who recognize the bargains represented by 
select gold & silver mining equities (i.e. several of which are now generating massive free cash flows with 
significant profit margins at these higher bullion prices while their market capitalizations still remain significantly 
depressed); 
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A REVIEW OF INTAC’s RECENT IIC 2019-YE INVESTMENT CALLS: 
 
Several of my most recent forecasts, in my IIC 2019-YE, have also come to fortition and/or are advancing nicely.  
Specifically, 
 
I forecast G&PM would have a difficult 2020-Q1: 

“I am currently cautiously optimistic on the G&PM sector mainly due to Short-Term Timing Considerations 
following INTAC’s significant gains and outperformance in 2019 and based on 2020 being a US Election Year 
and in consideration of the ongoing changes in Monetary and Fiscal Policy which are targeted at supporting 
general equity valuations, the wealth effect, and managing / manipulating all markets (i.e. via the money center 
banks)...” 
“Equities, gold stocks can be negatively impacted by a general equity market sell-off, initially at least but even 
this initial sell off is not assured (i.e. this will primarily depend on the prior level of participation into G&PM 
by non-bullion bank investors and the extent of the run up in G&PM)...” 
“The potential advances, in the second half of the G&PM secular bull market, may continue to advance in stair 
step fashion, potentially followed by a higher base building / range trading market, (e.g. potentially in a range 
somewhere between $1,400 to $1,800 - possibly in the higher end of this range), heading into the U.S. 
Presidential Elections, on November 3rd, 2020, G&PM may accelerate upwards.  At some point, potentially 
thereafter, we would expect G&PM to sustainably accelerate to much higher levels, overtime, especially as the 
GDSR begins to unfold, such that this G&PM secular bull market may well develop into one of the greatest bull 
markets ever by the year end 2026 to 2030...” 

 
I forecast that we expected to see a rise in volatility driven by the Corona Virus: 

“We expect to see a rise in volatility driven by the Corona Virus...” 
“The Corona Virus continues to escalate in China and if this continues than this would be a major negative 
demand shock for China and potentially for the world including silver (and procyclical currencies).  It is not 
the virus that is the direct cause of the major negative demand shock rather it is the overwhelming reaction by 
the Chinese States and other countries (i.e. driven by fear).  Air travel to, and within, China has collapsed.  
That is 12.5% of all global air traffic.  Businesses are closed regionally.  Supply chains shattered.  Schools are 
closed for 6 weeks.  People are in lock down… and as we know it can spread to other countries… thus their 
reactions will likely also be big in an effort to stop the spread there.  Fear takes over (rightly or wrong, I just 
don't know. None of us do)...” 

 
I forecasted a run up and top in the GSR and the inevitable easy monetary and fiscal policy: 

“Silver related investments have some catching up to do and I suspect this will occur before the end of 2020  In 
the short term I expect the GSR to rise further (e.g. up to 90 or 95, or maybe even 100) and then I expect Silver 
to outperform gold for several years...” 

See original chart provided with target box and updated chart below: 
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I previously wrote in my past IIC 2019-YE: “As global growth is now likely to remain more tepid over 
the next month or two especially in China, and as it is likely that not all of the bad news is currently 
reflected in the GSR, which can rise further as the Corona Virus and related fears play out, and can 
rise even further if these fears and /or the actual Corona Virus escalates and we face a recession, it is 
INTAC’s intention to wait for this potential rise in the GSR to above 90 and potentially up towards 95 
or 100 on the GSR prior to initiating full positions into silver producing mining companies.  If this set 
up does occur then this should represent a tremendous investment opportunity for G&PM investment 
and especially silver related investments in consideration of the inevitable easy monetary and fiscal 
policy responses that will be coming from China and globally that would likely be accelerated and 
potentially increased relative to what will likely occur over time in any event.  If such measures arrive, 
likely later in 2020, then this should be extremely bullish for G&PM...” 
 

“Bottom Line: A falling GSR provides important information about the battle between easing financial 
conditions and a pickup in economic activity.  We remain bullish on both gold and silver over the 
medium to long term and are ideally looking for a short term pull back in G&PM to add exposure.  
Further we are now looking for a meaningful rise in the GSR as the opportunity to significantly 
overweight silver mining producers and related funds... 

 
I highlighted some good larger cap gold producers that are increasing dividend payments (i.e. that are 
already up significantly year to date): NEM up 36.23% YTD, GOLD up 36.93% YTD, and AUY up 18.23% YTD. 
 
Then I suggested more money would flow into the sector and this is exactly what is happening: 

“Furthermore, while inflows into gold-backed investment products have risen significantly during 2019 there 
remains substantial potential for new investors to enter the gold market.  Gold is under-owned by investors 
relative to other asset classes and there is little sign of hype surrounding the sector despite gold and gold 
equities being among the best performing assets in 2019.” 

 
 



 
12 

 

 

 
 
 

PRE-COVID-19 – A REVIEW OF GOLD AND DEBT CYCLES (SOURCES 
BLOOMBERG AND HARDMAN & CO. - Paul Mylchreest): 
 
The trade-off in the risk/reward for gold and gold mining equities is improving, as central banks push the current iteration of 
the post-World War II Bretton Woods financial order towards its limits. 
 
Bretton Woods began as a gold exchange standard, which pegged the US dollar to gold at $35/oz until 1968. The framework 
required modification after monetary discipline was jettisoned by the US, and policy coordination between the US and other 
major economic powers broke down. The peg to the gold price became unsustainable and a bull market in gold, lasting more 
than a decade, ensued. 
 
The subsequent modification to Bretton Woods, sometimes termed the “Petrodollar”, is a free-floating system built on the US 
dollar’s dominance in global trade and reserve balances. It requires a framework in which confidence in central banks remains 
strong, economic policies of major powers are coordinated and debt levels are manageable. 
 
Our position in the global debt cycle is significant for gold because: 
 
► it performed strongly versus other major asset classes in the final (“Winter”) stages of the three previous debt cycles, 
which have played out since the Industrial Revolution (see table below);  

► gold has no counterparty risk, which increases in loans/credit instruments as the debt carried by the financial system 
increases; and  

► debt has a time function – bringing forward consumption from the future into the present – in a sense “buying time”. 
Rising debt ultimately acts as a tax on growth  
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The table below shows the relatively strong performance of gold and bonds vis-à-vis other assets in the final (“Winter”) stages 
of the last three debt cycles. Whether this cycle is resolved by deflation, inflation, or deflation followed sequentially by 
inflation, remains to be seen. The three previous cycles ended with debt deflations of varying lengths and intensities. 
Consequently, we have also noted the real (adjusted for inflation) change in the gold price. Obviously, central bank policies in 
previous debt cycles were far more constrained, especially in terms of credit creation. 
 

 
 
A detailed examination of previous debt cycles – reflecting years of research, which has included reviewing several centuries 
of data and numerous academic studies can be concentrated into idealized representations of a “Classic debt cycle”, which 
include: 
 
► a protracted rise, followed by a more rapid fall, in debt across the cycle;  

► the general trend in other key economic variables, i.e. inflation/price level, interest rates and the rate of GDP growth, 
during a typical cycle;  

► the four phases (“seasons”) in a typical cycle and brief characteristics;  

► the approximate timing of the phases during each debt cycle since 1788; and  

► which of five major asset classes – equities, government bonds, real estate, commodities and gold – have generally 
outperformed or underperformed in each phase (note: back-testing, we estimate that the expected outperformance or 
underperformance for each asset class in each phase of every cycle worked 90.1% of the time).  
 
The timeline of the current cycle was extended by unprecedented central bank interventions, which rescued the global 
banking system from insolvency after the 2008 crisis. Lehman’s collapse put the system at the mercy of simultaneous crises 
in Eurodollar funding and subprime assets, along with the disintegration of the repo market. Absent this intervention, the 
crash would have been a prelude to a prolonged debt deflation. Instead, central banks put the resolution/end to this cycle on 
hold. 
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Global debt was $84tr when the “tech bubble” burst in 2000. Without Greenspan’s aggressive rate cutting, the cycle might 
have come to an abrupt end … but this is the era of hyper-interventionism. By 2008, global debt had risen by a further $89tr 
to $173tr … and central banks circumvented the typical cyclical progression again. 
 
We think it’s naïve to argue that the recent successes mean that debt no longer matters. While zero interest rates and QE saved 
the financial system a decade ago, excesses in the system – specifically debt – are now substantially greater. For 1Q’19, 
Washington-based International Institute of Finance estimates that global debt rose to $246.5tr, a ratio of nearly 320% of 
global GDP. In comparison, the peak in the debt/GDP ratio in the US during the Great Depression was 275%. 
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The central bank policies that fermented the latest surge in the current global debt cycle are founded on distortions to 
financial markets on a scale never previously attempted. These distortions have focused primarily on manipulating interest 
rates lower across sovereign bond markets, although the knock-on effects have been felt strongly elsewhere, especially in 
equities and corporate debt.  
 
In Fix What Broke, Building An Orderly And Ethical International Monetary System, gold advocate and economic advisor to 
President Trump, Judy Shelton, argued:  
 
“In truth, the experiment with floating rates since the end of Bretton Woods has brought about (Milton) Friedman’s worst 
nightmare: It has empowered central banks – particularly the Fed – and strengthened government control over the private 
sector.”  
 
Using the financial crisis as cover, the world financial order was introduced to a far more heavy-handed version of central 
planning. The question for investors is whether the impact of this intervention, beneficial as it has been so far, will be 
enduring. Has the debt cycle been tamed?  
 
Alternatively, have central banks not only temporarily obscured profound structural weaknesses, but exacerbated them 
by what, in hindsight, will be seen as overreaching themselves? 
 
While the unprecedented stimulus, courtesy of the central banks, led to all-time highs in most financial assets (i.e. the 
everything bubble), the gold price plunged into a prolonged bear market (i.e. from September 2011 at $1,920 Oz to 2015-YE 
at $1,045 Oz), seemingly reinforcing gold’s position as the “anti-central bank” asset par excellence. 
 
From gold’s perspective, the task for central banks is poised to become a lot harder. Among other challenges, they are facing 
the convergence of an unprecedented debt burden, with an extended economic expansion and this was pre COVID-19 and of 
course now the task for central banks has gotten exponentially harder post COVID-19. 
 
In investment terms, gold has unique properties, which dovetail with risks associated with the current position in the 
extended economic, debt and asset price cycles. For example, gold is: 
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► positively correlated with declining real interest rates;  

► the only financial asset that outperforms in either inflation or deflation (cf. Roy Jastram’s detailed study covering a 
timeline of several centuries in his book, The Golden Constant); and  

► the only financial asset that has no counterparty risk, since it is the only one that is not the liability of a third party.  
 
 
Gold was accumulated, historically, to protect capital values and purchasing power from the after-effects of financial 
system mismanagement, which comes in various guises, including:  

► excessive leverage, leading to rising credit risk and defaults;  

► inflation or deflation;  

► sharp declines in the prices of other major asset classes; and  

► waning confidence in policy makers and the status quo in the world financial order.  
 
All four have typically occurred simultaneously in the late stages of previous debt cycles. 
 
 

PRE-COVID-19 – A DETAILED REVIEW OF THE MASSIVE REFLATIONARY 
MONETARY AND FISCAL POLICY RESPONSES UNDERTAKEN IN 
2007/2008/2009 DURING THE HOUSING CRISIS (SOURCES BLOOMBERG AND 
MYRMIKAN RESEARCH): 
 

To understand just how dramatic the Fed’s moves, post COVID-19, have been, let us first review the policy 
innovations during the housing crisis. The Fed began cutting rates in September 2007 and followed up in 
December with the Term Auction Facility (TAF) through which any bank could borrow discretely from the Fed by 
posting a broad range of assets (as opposed to the normal process whereby the Fed adds and removes reserves 
to and from the banking system by buying and selling Treasury bonds strictly with a handful of primary dealers). 
On the same day that it announced TAF, the Fed also implemented currency swap lines to foreign central banks 
desperate for dollars.  
 

By March 2008, financial conditions had deteriorated further. The Fed began lending directly to repo lenders 
and implemented the Term Securities Lending Facility (TSLF). Under this program, the Federal Reserve agreed to 
swap its Treasury bonds for illiquid AAA-rated mortgage-backed securities (MBSs). Then, on March 16, came the 
Primary Dealer Credit Facility (PDCF) under which the Federal Reserve would itself make overnight collateralized 
loans (in other words, the Federal Reserve would now act as a repo lender in the shadow banking system).  
 

On May 2, the Fed increased the scale of the aforementioned programs, and the Treasury began sending nearly 
every American a $300 stimulus check. This influx of cash stabilized the market, at least until IndyMac Bank failed 
in July. Then Fannie and Freddie went down. The Treasury Department invested $200 billion of equity into these 
failed institutions, wiping out existing equity holders, and announced it would buy their bonds to support the 
housing market. 
 

Despite these interventions, on September 15 Lehman Brothers filed for bankruptcy. There was an immediate 
run on the money market complex (the depositors in the shadow banking system who operate without FDIC 
insurance), which brought down AIG. Treasury Secretary Paulson then pilfered $50 billion from the Exchange 
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Stabilization Fund (which had been set up in the 1930s to allow the Treasury Department to manipulate the 
dollar’s international value) to create a temporary guaranty program for the U.S. money market fund industry.  
 

None of these actions stemmed the panic, and on September 20, Paulson sent Congress a three-page memo 
requesting authority for the Treasury Department to purchase directly $700 billion of impaired assets, the 
Troubled Asset Relief Program (TARP), a theretofore stunning amount of money. But even that was not enough: 
on November 22, Citibank (the largest American bank in terms of assets) calculated that it would be out of money 
in just four days.  
 

The Fed finally found its magic bullet: Citibank pooled $306 billion worth of MBSs and agreed that it would 
accept and could withstand the first $39.5 billion in losses. The government would absorb 90 percent of any 
additional losses (the first $15 billion in government losses to be paid by TARP and the FDIC and the remainder 
guaranteed by the Federal Reserve). The Fed was no longer supporting just asset prices but a particular 
institution: Citibank’s stock price jumped 58% the day after the bailout announcement. The Fed made the same 
deal with Bank of America. By March 2009, the Federal Reserve had commitments in place to support or guarantee 
the value of $7.8 trillion worth of assets.  
 

These specific interventions were combined with the Quantitative Easing program, implemented in late 2008, 
under which the Fed bought and held $1.7 trillion of MBSs and Treasury bonds. The stated reason for the program 
was that bidding up these instruments would lower interest rates and make borrowing less costly in order to 
stimulate the economy. The vast quantities of dollars issued by the Fed also helped decrease the dollar’s value in 
real terms, which made it easier for debtors to pay their debts. QE would be followed by $600 billion of QE2, then 
Operation Twist, then $1.6 trillion of QE3. 
 

To encourage new debt, on March 3, 2009, the Fed introduced the Term Asset– Backed Securities Loan Facility 
(TALF) under which the Federal Reserve pledged to lend up $200 billion against AAA-rated tranches of securitized 
loans. The idea was that lenders would advance money to borrowers, contribute the new loans to new CLOs, 
pledge the AAA-rated assets (typically 80 percent or more of assets-by-value) to the Federal Reserve for cash, and 
then withdraw the cash to make new loans, in a standard fractional reserve process.  
 

With the Federal Reserve pumping cash into the banking system through QE and into the shadow banking 
system through its other programs, there was little chance that senior mortgages would experience mass defaults 
or become illiquid. Falling interest rates soon returned asset prices to and even above where banks had modeled 
them, as opposed to where the free market had set them. 
 

And thus the key insight into the 2008 panic: since Bretton Woods, private banks, back-stopped by the central 
bank, have blown bubbles of ever larger size. The recurring panics of increasing severity are not evidence that 
“market participants can be bipolar—prone to fads, manias, myopia, panics, and depression; driven by short-term 
gain; and easily caught up in the madness of crowds,” as Janet Yellen charged. They are, instead, the free market 
attempting to liquidate the greed and arrogance and power of the elite. As the bubbles grow larger, so too does 
the scale of intervention required to keep them from popping. 
 
 

PRE-COVID-19 – A BRIEF REVIEW OF THE ISSUES THAT WERE ALREADY 
DEVELOPING IN THE CREDIT MARKETS IN 2019 AND EARLY 2020 
(SOURCES BLOOMBERG AND MYRMIKAN RESEARCH): 
 

The first sign that the global credit bubble was once again in trouble came on September 16, 2019 with 
“repocalypse,” when the overnight secured lending rate surged to a 7% premium over the fed funds rate. The way 
the repo market works is that repo lenders (such as money market funds) lend very short-term funds to repo 
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borrowers (such as investment funds, mortgage REITs, etc.), who offer AAA-rated Treasuries and MBSs as 
collateral. The Fed simply could not allow the repo market to price Treasuries at a 9% yield when the fed funds 
market was set at 2%.  

The Fed had been slowly reducing the size of its balance sheet, which was draining reserves from the banking 
system. Repocalypse persuaded the Fed that it had drained too much cash because, QED, there was not enough 
cash to bid on AAA-rated, riskless securities. No thought was given to the alternate explanation that exploding 
federal deficits and a new bubble in housing had created excessive quantities of Treasuries and MBS paper.  

The Fed jumped back into the repo lending business to reassert control over interest rates, and within two 
weeks its repo lending balance stood at $181 billion. This was called colloquially LE (Liquidity Expansion) instead 
of QE. It represented loans injected directly into the shadow banking system, which has become the primary 
funding mechanism for the housing market and the state.  

Policy makers assured the market that this was merely a temporary measure, first to cover corporate tax 
payments due September 15, then quarter-end rebalancing on September 30, then annual rebalancing. But, 
funnily enough, the Fed was never able to exit from the program. In reality, the Fed had become the marginal 
lender for both markets.  

By late February 2020, the Fed’s repo balance was still $143 billion, and the overall size of its balance sheet 
had increased from $3.76 trillion at the beginning of September to $4.16 trillion by the end of February. In other 
words, the market was already flashing yellow before the Communist China virus struck (better known as the 
Wuhan virus). 
 
 

THE COVID-19 PANDEMIC PANIC WHICH WAS THE BLACK SWAN THAT 
BEGAN TO PUNCTURE THE MOST RECENT “EVERYTHING BUBBLE” 
THAT TOOK ABOUT A DECADE TO INFLATE TOGETHER WITH A 
DETAILED REVIEW OF THE MASSIVE AND UNPRECEDENTED 
REFLATIONARY MONETARY AND FISCAL POLICY RESPONSES 
UNDERTAKEN IN 2020-Q1, AND CONTINUING, ON A GLOBAL SCALE, IN AN 
EFFORT TO PREVENT THE GREAT LOCKDOWN FROM PUSHING THE 
WORLD INTO A GREAT DEPRESSION.  HOWEVER, THESE MASSIVE AND 
UNPRECEDENTED ECONOMIC STIMULUS MEASURES HAVE MOST 
CERTAINLY ACCELERATED THE GLOBAL DEBT SUPERCYCLE RESET 
(“GDSR”) (SOURCES BLOOMBERG, SPROTT, AND MYRMIKAN 
RESEARCH): 
 

Think of the pandemic as the pin that punctured the credit balloon. In a few months, the pandemic will ease 
(hopefully) with the formulation of a COVID-19 vaccine, widespread testing and other responses that will surely 
come from the healthcare industry. However, the fiscal and monetary policy damage committed by all 
governments to save the world has created a debt hangover that will linger for years. Economic growth will 
rebound but only to subpar levels once extreme health-related restrictions are lifted and “stimulus” kicks in. 

The spread of Wuhan virus into the U.S., the putsch by the medical profession, and the ensuing lockdowns 
gave the Fed the perfect excuse to do that which it had to do anyway (and that which Trump had been demanding): 
flood the market with cash. And there was no hesitation: the Fed had its housing crisis playbook ready to execute—
and so much more. On March 3 and 4, the Fed cut interest rates and reduced capital requirements for banks. Then, 
from March 15th to the 23rd, the Fed:  
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 reduced the fed funds rate to 0%;  
 reestablished the PDCF;  
 reestablished the TALF;  
 reestablished the swap lines with foreign central banks; 
 established the Commercial Paper Funding Facility (CPFF) to buy “commercial paper” (short term debt 
issued by large-enterprises) directly from issuers;  
 established the Money Market Mutual Fund Liquidity Facility (MMMLF) to “assist money market funds 
in meeting demands for redemptions by households and other investors.” Assets eligible as collateral include 
unsecured commercial paper, U.S. municipal debt with a maturities not exceeding twelve months, and bank 
certificates of deposit;  
 established the Primary Market Corporate Credit Facility (PMCCF) to “serve as a funding backstop for 
corporate debt issued by eligible issuers.” Eligible issuers include those with debt “rated at least BBB-/Baa3 as of 
March 22, 2020.” BBB- is the lowest investment grade, one notch above junk;  
 established the Secondary Market Corporate Credit Facility (SMCCF) to “purchase in the secondary 
market corporate bonds issued by investment grade U.S. companies.” The SMCCF is also authorized to buy ETFs 
that have a similar objective. As with the PMCCF, issuers may be rated as low as BBB-;  
 announced that it was removing previous guidance that it would buy $500 billion of Treasury securities 
and at least $200 billion of mortgage-backed securities and would instead “purchase Treasury securities and 
agency mortgage-backed securities in the amounts needed to support smooth market functioning and effective 
transmission of monetary policy to broader financial conditions and the economy.” In other words: unlimited 
QE.  
 

Note: Monetary policy measures keep coming and keep expanding... throughout the world... and the most 
important of these can be easily tracked at the Federal Reserve’s web site at: 
https://www.federalreserve.gov/covid-19.htm and I have provided the most recent list below for your 
quick perusal: 
 

April 29, 2020 

 Federal Reserve issues FOMC statement 

April 27, 2020 

 Federal Reserve Board announces an expansion of the scope and duration of the Municipal Liquidity 
Facility 

 Agencies extend comment period on updates to resolution plan guidance for large foreign banks 

April 24, 2020 

 Federal Reserve Board announces interim final rule to delete the six-per-month limit on convenient 
transfers from the "savings deposit" definition in Regulation D  

Savings Deposits FAQs 

April 23, 2020 
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 Federal Reserve announces it is working to expand access to its Paycheck Protection Program 
Liquidity Facility (PPPLF) for additional SBA-qualified lenders as soon as possible 

 Federal Reserve Board announces temporary actions aimed at increasing the availability of intraday 
credit extended by Federal Reserve Banks 

 Federal Reserve Board outlines the extensive and timely public information it will make available 
regarding its programs to support the flow of credit to households and businesses and thereby foster 
economic recovery 

April 16, 2020 

 Federal Reserve announces its Paycheck Protection Program Liquidity Facility is fully operational and 
available to provide liquidity to eligible financial institutions 

April 14, 2020 

 Federal banking agencies to defer appraisals and evaluations for real estate transactions affected by 
COVID-19 

April 9, 2020 

 Speech by Chair Powell on COVID-19 and the economy  
 Federal bank regulators issue interim final rule for Paycheck Protection Program Facility 
 Federal Reserve takes additional actions to provide up to $2.3 trillion in loans to support the economy 

April 8, 2020 

 Federal Reserve Board announces, due to the extraordinary disruptions from the coronavirus, that it 
will temporarily and narrowly modify the growth restriction on Wells Fargo so that it can provide 
additional support to small businesses 

April 7, 2020 

 Agencies issue revised interagency statement on loan modifications by financial institutions working 
with customers affected by the coronavirus 

April 6, 2020 

 SR 20-10: Small Business Administration (SBA) and Treasury Small Business Loan Programs  
 Federal Reserve will establish a facility to facilitate lending to small businesses via the Small Business 

Administration's Paycheck Protection Program (PPP) by providing term financing backed by PPP loans 
 Agencies announce changes to the community bank leverage ratio 

April 3, 2020 

 Federal agencies encourage mortgage servicers to work with struggling homeowners affected by 
COVID-19 

April 2, 2020 
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 Agencies will consider comments on Volcker rule modifications following expiration of comment period 

April 1, 2020 

 Federal Reserve Board announces temporary change to its supplementary leverage ratio rule to ease 
strains in the Treasury market resulting from the coronavirus and increase banking organizations’ 
ability to provide credit to households and businesses 

March 31, 2020 

 Federal Reserve announces establishment of a temporary FIMA Repo Facility to help support the 
smooth functioning of financial markets  

 CA 20-6: Home Mortgage Disclosure Act (HMDA) Quarterly Reporting during the COVID-19 Pandemic  
 SR 20-9: Joint Statement on Interaction of the Regulatory Capital Rule: Revised Transition of the 

CECL Methodology for Allowances with Section 4014 of the Coronavirus Aid, Relief, and Economic 
Security Act  

 Federal Reserve Board announces it will delay by six months the effective date for its revised control 
framework 

March 30, 2020 

 SR 20-7 / CA 20-5: Joint Statement Encouraging Responsible Small-Dollar Lending in Response to 
COVID-19  

March 27, 2020 

 SR 20-6: Identification of Essential Critical Infrastructure Workers in the Financial Services Sector 
During the COVID-19 Response  

 Agencies announce two actions to support lending to households and businesses 

March 26, 2020 

 Federal Reserve offers regulatory reporting relief to small financial institutions affected by the 
coronavirus 

 Federal agencies encourage banks, savings associations and credit unions to offer responsible small-
dollar loans to consumers and small businesses affected by COVID-19 

March 24, 2020 

 Federal Reserve provides additional information to financial institutions on how its supervisory 
approach is adjusting in light of the coronavirus 

March 23, 2020 

 Federal Reserve Board announces technical change to support the U.S. economy and allow banks to 
continue lending to creditworthy households and businesses 

 Federal Reserve issues FOMC statement 
 Federal Reserve announces extensive new measures to support the economy 
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March 22, 2020 

 Agencies provide additional information to encourage financial institutions to work with borrowers 
affected by COVID-19 

March 21, 2020 

 Money Market Mutual Fund Liquidity Facility (MMLF) FAQs  

March 20, 2020 

 Federal Reserve Board expands its program of support for flow of credit to the economy by taking 
steps to enhance liquidity and functioning of crucial state and municipal money markets 

 Coordinated central bank action to further enhance the provision of U.S. dollar liquidity 

March 19, 2020 

 CA 20-4: CRA Consideration for Activities in Response to the Coronavirus  
 Federal Reserve Board encouraged by increase in discount window borrowing to support the flow of 

credit to households and businesses 
 Federal Reserve announces the establishment of temporary U.S. dollar liquidity arrangements with 

other central banks  

Swap Lines FAQs 

 Federal bank regulatory agencies issue interim final rule for Money Market Liquidity Facility 

March 18, 2020 

 Federal Reserve Board broadens program of support for the flow of credit to households and 
businesses by establishing a Money Market Mutual Fund Liquidity Facility (MMLF)  

More information 

March 17, 2020 

 Federal Reserve Board announces establishment of a Primary Dealer Credit Facility (PDCF) to support 
the credit needs of households and businesses  

More information and FAQs 

 Federal Reserve Board announces establishment of a Commercial Paper Funding Facility (CPFF) to 
support the flow of credit to households and businesses  

More information 

 Federal banking agencies provide banks additional flexibility to support households and businesses  
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SR 20-5: Questions and Answers (Q&As) on Statement Regarding the Use of Capital and Liquidity 
Buffers (March 19, 2020) 

March 16, 2020 

 Federal banking agencies encourage banks to use Federal Reserve discount window 

March 15, 2020 

 Federal Reserve issues FOMC statement  

Press Conference 

 Coordinated Central Bank Action to Enhance the Provision of U.S. Dollar Liquidity 
 Federal Reserve Actions to Support the Flow of Credit to Households and Businesses 

March 13, 2020 

 SR 20-4 / CA 20-3: Supervisory Practices Regarding Financial Institutions Affected by Coronavirus  

March 10, 2020 

 SR 20-3 / CA 20-2: Interagency Statement on Pandemic Planning  

March 9, 2020 

 Agencies encourage financial institutions to meet financial needs of customers and members affected 
by coronavirus 

March 5, 2020 

 2020 National Interagency Community Reinvestment Conference is postponed 

March 3, 2020 

 Federal Reserve issues FOMC statement  

Press Conference 

February 28, 2020 

 Statement from Federal Reserve Chair Jerome H. Powell 
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Whereas the housing crisis programs were developed and implemented over eighteen months (from 
September 2007 to March 2009), the programs listed above were deployed in a matter of days. In June 2017, Janet 
Yellen as Fed chair had opined: “Would I say there will never, ever be another financial crisis? You know probably 
that would be going too far but I do think we’re much safer and I hope that it will not be in our lifetimes and I don’t 
believe it will be.” No one knew that the Wuhan virus was coming, but there was obviously a lot of contingency 
planning going on inside the Fed to counter Yellen’s base case.  

In conjunction with the central bank’s actions, Congress passed a $2 trillion stimulus bill, the “Coronavirus 
Aid, Relief, and Economic Security Act’’ (CARES Act). The CARES Act includes a $1,200 check for every adult and 
$500 per child (subject to an income cap), $350 billion in loans to small businesses (forgivable if used to meet 
payroll), and $500 billion in loans to big corporations. After certain specific industry carveouts, the Treasury was 
left with $454 billion to lend to big businesses. And, unlike with the loans to small businesses, the Treasury and 
the Fed colluded to distribute ten times that amount through special purpose vehicles.  

Powell himself explained the strategy: “We’re required to get full security for our loans so that we don’t lose 
money—so the Treasury puts up money as we estimate what the losses might be.... Effectively one dollar of loss 
absorption from the Treasury is enough to support ten dollars worth of loans.” In other words, the Fed will lend 
out up to $4.5 trillion, with Treasury funds absorbing the first 10% in losses and the Fed’s printing press 
responsible for the rest (similar to the Citibank rescue). 

Consider the insanity: the Treasury’s equity, levered up ten times, will buy the obligations of irresponsible 
municipalities and corporate bonds rated one notch above junk. Consider further that $4.5 trillion is the precise 
amount of cumulative share buybacks by S&P 500 companies since 2012.  [The Fed encourages corporations to 
buy their shares back inflating the stock market to target the wealth effect... and stocks are bought back in mass 
by issuing corporate debt in mass... and all the while the executives and board members ,who have significant 
stock options, get rich... and then the Fed buys the corporate debts with money from the tax payer... Who says the 
Fed hasn’t been buying shares of stocks... when the corporate debt bailouts are completed they will have bought 
and paid for virtually all the share buy backs over the years through simple triangulation...] 

Consider also that the Treasury has no equity: the federal budget was $1 trillion in deficit before the Wuhan 
virus lockdown hit, before revenues for many industries went to zero, before Keynesian automatic stabilizers 
deployed with historic magnitude. Goldman Sachs estimates that the federal deficit will hit $3.6 trillion in the fiscal 
year ending September 30 and $2.4 trillion the year after that. Since the Fed has pledged to buy Treasuries “in the 
amounts needed to support ... effective transmission of monetary policy,” and since monetary policy is to have 
interest rates set at zero, the Fed will be buying a lot of Treasuries: the Fed itself, through its printing press, will 
be supplying the Treasury’s 10% equity for the various loan programs. There is no longer any real distinction 
between the Fed’s balance sheet and the Treasury’s.  

One effect of these policies will be a sudden acceleration of the decades-long trend of concentrating economic 
power. Small businesses are getting $350 billion and big business is getting $4.5 trillion. The situation evokes lines 
from Upton Sinclair, who described in 1927:  

the Federal Reserve system at work; a device of the big Wall Street banks, a supposed-to-be government 
board, but really just a committee of bankers, who had the power to create unlimited paper money in 
times of crisis. This money was turned over to the big banks, and in turn loaned by them to the big 
industries whose securities they held and must protect. So, whenever a panic came, the big fellows were 
saved, while the little fellows went to the wall.  

Some things never change.  

It is, perhaps, not surprising that before running the central bank, Powell was managing partner of the 
Industrial Group within The Carlyle Group’s U.S. Buyout Fund. In other words, he was a top conductor on the 
engine of economic and wealth concentration.  
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Perhaps to defray criticism that the Fed is massively favoring the large, connected companies over the little 
guy, on April 9 the Fed announced that it would direct $600 billion of its $4.5 trillion bazooka toward small and 
mid-sized businesses through the Main Street Lending Program. And how does the Fed define “small and mid-
sized businesses”? Those with “up to 10,000 workers or with revenues of less than $2.5 billion.” We’re not talking 
about the local diner.  

The Main Street Lending Program will be loans made by commercial banks who will “retain a 5 percent share, 
selling the remaining 95 percent to the Main Street facility.” Banks always find it easier (and safer) to lend $100 
million to a single giant company than to process a thousand loans of $100 thousand each to small firms. It has 
always been thus with asset-backed banking systems. And few politicians care if a petty bourgeois fires his four 
employees and is himself demoted to the proletariat. Whereas when a big firm fails, it throws thousands out of 
work. 

Except that usually it doesn’t. As billionaire investor Chamath Palihapitiya tried to explain to a shocked CNBC 
host, when a large company such as an airline fails, “it does not fire its employees ... it goes through a packaged 
bankruptcy.... If anything, what happens is the employees end up owning more of the company. The people who 
get wiped out are the people who own the unsecured debt and the equity.... And if a bunch of hedge funds get 
wiped out—what’s the big deal? Let them fail. So they don’t get to summer in the Hamptons—who cares.” 

In other words, the Main Street Lending Program will benefit not small businesses (using a conventional 
definition of small) nor even the activities and employees of big businesses; the money will flow primarily to 
financial speculators, just as it did in 2008. In fact, it turns out the whole Main Street Lending Program is a stealth 
bailout of the private equity industry.  

Private equity sponsored companies were frozen out of the $300 billion small business portion of the CARES 
Act because of a 500 employee limit that applies to small business loans includes affiliates, not just individual 
companies (i.e., the private equity firm has to sum up all of the employees of all its portfolio companies). The 
industry lobbied intensely and failed to have the definition of affiliate changed in the CARES Act. By redefining 
small and medium business to include those with up to 10,000 workers, Powell overrode Congress.  

The most disgusting part of the speculator bailout is that the little guy pays for the whole thing. Say’s law tells 
us that buyers do not purchase products with their money but with their own productions: first someone produces 
something, then he obtains money by selling his productions, and then he buys someone else’s production with 
that money. The printing press interrupts this process by granting purchasing power to those who have not 
produced anything. And, since there are a finite number of goods in the economy, printing money can only transfer 
purchasing power from one party to another, in this case from currency holders to the private equity industry. 
The big fellows were saved, while the little fellows went to the wall. Let us not forget: Powell was a partner at The 
Carlyle Group.  

The more important effect of recent Fed actions concerns the Fed’s balance sheet that it is not primarily the 
quantity of dollars that determines the dollar’s value but rather the quality of the assets that backs them (the 
definition of a dollar is and has been for some time a unit of liability of the Fed). In 1923, for example, the Fed’s 
assets were comprised of 61% gold, 22% commercial invoices, and 3% government bonds. The graph below 
demonstrates the deterioration of asset quality backing the dollar over the past century. 
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If adding long-term government bonds and mortgage-backed securities degraded the quality of the Fed’s 
assets, imagine what municipal bonds and BBB- corporate bonds will do to it.  

The average gold backing for Bank of England liabilities from 1720 to 1900 was 33% and that private banks 
in the U.K. maintained a similar percentage of gold backing during this time period. Looking at American history, 
the average gold backing of the Fed through 1933 was 54%. The market controlled this ratio, not central bankers, 
because pounds and dollars were freely exchangeable for gold at the central bank (and vice-versa).  

In January, gold prices of $5,266/oz and $8,600/oz would have been required to grant Fed liabilities 33% and 
54% gold backing, respectively.  [Some noted commentators have criticized this point, arguing that the Fed’s gold 
certificates are, in fact, empty claims on gold confiscated by the Treasury Department in 1933. Myrmikan 
Research’s response has been: first, it if true that the Fed has no gold, then the possibilities for where gold price 
can go are vastly higher than the numbers here suggest, but second, more practically, the dollar is more sensibly 
viewed as government script without any real difference between the balance sheets of the Treasury and Fed. 
Recent events have supported the reality that the two balance sheets are, in fact, one.] 

But, as Myrmikan Research pointed out, these ratios existed historically when the non-gold assets were mostly 
commercial invoices with maturities of ninety days or less, not long-term government bonds and mortgages.  

Already, with the Fed’s balance sheet at $6.1 trillion, the gold price required to back the Fed’s liabilities by 
33% and 54% has soared to $7,676 and $12,516, respectively. And, more importantly, Fed asset quality is 
worsening at a dramatic pace with introduction of municipal bonds and corporate bonds near junk, giving an 
upwards bias to the percentage of gold backing the market will demand once it decides to stage a run on global 
central banks.  

The worsening quality of assets applies to the Treasuries as well. In January 2020, the Congressional Budget 
Office estimated total revenues of $3.6 trillion and total outlays of $4.6 trillion for a deficit of $1 trillion. The panic 
of 2008 saw government revenues decline by 20%, and the Wuhan virus lockdown is far more severe. If we 
assume a 30% decline in revenues and accept Goldman’s $3.6 trillion deficit, it would imply that deficit spending 
will be supplying 59% of government expenditures. Assuming 2021 revenues return to projected 2020 levels and 
Goldman’s $2.4 trillion deficit, the government will still be relying on borrowing to supply 40% of its expenditure. 
Deficits of such levels are typically associated with currency crises.  

And let no one imagine that these programs can be unwound. When Bernanke first launched QE, he argued 
that the money printing was not dangerous because QE was to be a temporary measure:  
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To avoid inflation in the long run and to allow short-term interest rates ultimately to return to normal 
levels, the Fed’s balance sheet will eventually have to be brought back to a more sustainable level. The 
FOMC will ensure that that is done in a timely way. However, that is an issue for the future; for now, the 
goal of policy must be to support financial markets and the economy.  

There is a vast difference between credit inflation and monetary debasement. The QEs stoked the former by 
adding reserves to the banking system, which were then multiplied through the fractional reserve process, and 
lent (mostly) to refinance or construct new assets. Overcapacity in capital assets puts downward pressure on 
consumer prices, hence the perceived absence of high inflation (even while asset prices were going vertical). 

The money currently being pumped into the system will not be used to construct new assets and overcapacity: 
its purpose is to allow companies to pay current bills (both real and financial) on existing fixed capital that has no 
cashflow because of the Wuhan virus lockdown. It is straight debasement.  

Again, Say’s law tells us that granting purchasing power to those who are not productive (in this case because 
the government has locked them in their homes) can only be the transfer of purchasing power from someone else. 
Since the transfer is being executed through deficits and credit, not taxes, the someone else is those holding dollars 
or claims on dollars. 
 

The Federal Reserve Chairman, Jerome Powel, stated on April 
29th, 2020 during his post FOMC meeting press conference (i.e. 
via Zoom) that there will be more monetary policy stimulus 
coming and that he strongly supported congress and the Treasury 
providing additional fiscal policy stimulus.  You can watch the 
FOMC Press Conference here: 
 https://www.federalreserve.gov/.  Fundamentally, this should 
continue to be very bullish for G&PM in 2020. 
 

 
If you want to stay updated on the Global Debt Supercycle (“GDS”) though daily or weekly summary emails sent 
to your in box which list the key headlines, including web links, for topics related to the GDS from sources like 
Reuters, Bloomberg, the FT, etc. then I refer you to Doug Noland’s - Free - Credit Bubble Bulletin (“CBB”) 
http://creditbubblebulletin.blogspot.com/ .  Doug was first referred to me John Embry in 2004 (i.e. a legend G&PM 
Investment Manager in Canada whom happens to be a cousin) and later by David Tice (i.e. when I was dinning 
with him in St John’s prior to David selling Prudent Bear).  I highly recommend CBB if you want to stay abreast of 
the GDS. 
 
 

AN UPDATE ON THE POTENTIAL ENDGAME OUTCOMES FOR THE GDSR - 
DEFLATIONARY DEBT BUST OR UNTAMED INFLATIONARY THRUST??  
GOLDS SHOULD OUTPERFORM DURING BOTH (Sources Bloomberg, Sprott, 
and Myrmikan Research): 
 

With depressed growth prospects, even in a recovery scenario, due to the taxing nature massive debts have 
on GDP, combined with ongoing massive monetary and fiscal stimulus, it remains to be seen whether this 
landscape evolves into a long stretch of A deflation debt bust or combusts into untamed inflation thrust. What 
seems quite apparent is that traditional Keynesian stimulus measures are in their endgame. They will most likely 
deliver only steadily diminishing returns. Starkly opposite economic outcomes are possible from this policy 
morass; however, all should be positive for gold but negative for real returns on fixed income or equities. 
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First potential outcome, the magnitude of the dollar debt overhang is so large—tens of trillions—that policy 
makers cannot practically prevent the inverted credit pyramid from tipping over. The result is a panic more 
intense by magnitudes than 2008 or 1929. Gold does well on a relative basis but falls in nominal terms.  However, 
gold producing miners, with good assets, good management teams, strong earnings, no debt / strong balance 
sheets, will see rising real margins and should perform well. 

Deflationary periods are usually chaotic, and gold does well in chaos. In the past, we had periods with 
deflation, a couple of them in the 1800s and another one obviously during the 1930s. During those times, gold 
went up 40% on average. In the 1930s, Homestake Mining was the largest gold mining stock in the US. During the 
plunge in the stock market from 1929 to 1932, it doubled in price. And, through all the Great Depression it was up 
by 500%. 
 

 

Other mining stocks like Dome Mines did even better. Also, when economic growth declines, so does demand 
for commodities. For a lot of miners, energy is one of their largest costs. This year alone, oil has plunged 80%, and 
mining companies are locking in these prices. Other commodities they use have become much cheaper, too. So 
you combine the price increase in gold with lower costs and you’ve got massive earnings, cash flow and dividend 
increases. That’s what happened in the 1930s: Homestake Mining doubled its dividend. 

Though this scenario is within the logical space of possibilities, the foundation of economic thinking since 
Keynes is to prevent this outcome, making this possibility the least likely. The Fed has already said there are no 
limits. And, don’t forget, if this happens, the Fed will experience massive losses from its new lending programs, 
and an insolvent central bank is a prerequisite for hyperinflation. 

Second, the lockdowns end in short order because the economic effects are simply too painful. The trillions of 
dollars distributed through the Fed’s new lending programs does little to help local businesses and the working 
class; Wall Street speculators, however, are not just saved but lever up the bailout largess to create truly 
spectacular increases in asset prices. Gold bullion soars in nominal terms as it did from 2009 to 2011 under similar 
conditions. Gold mining equities soar despite falling real margins partially because the real burden of project debt 
erodes (i.e. for those mining companies with debt) and partially because speculators with too much credit money 
buy anything quoted on an exchange. The accelerating divide between rich and poor dramatically increases social 
tensions and strengthens the Bernie Sanders wing of the Democratic Party. 
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Third, the Fed’s ongoing helicopter drops of dollars precipitates a currency crisis. Gold bullion rockets toward 
$10,000 per ounce. Gold miners (especially marginal players) have breath-taking increases, last experienced from 
1978 to 1981. The destruction of economic activity means that government credit granted to companies has little 
effect: If the middle class is wiped out, no one will be able to afford to go to Disneyland, regardless of the rate at 
which Disney can refinance its debt; demand destruction will mean that Boeing will have no orders for passenger 
airplanes, regardless of how much debt the government lends the company; smart phone companies will see their 
orders collapse and will not invest in next generation technology and factories, whatever the financing costs; and 
so on. The Fed takes massive losses on its loans. The broader markets and real estate decline by at least 90% as 
against gold bullion. It won’t be Weimar but the 1970s plus. In this third scenario, gold will increase in terms of 
both commodities and nominal price, the ideal environment for gold miners.  But not good for other assets. 

Those who have lived through currency crises know that they are swift, brutal, and irreversible. The lucky 
who have income or saving in a non-local currency see a sudden, dramatic increase in their purchasing power. 
Most see their living standards collapse. When the dollar fails, so will nearly all of the other global currencies, 
since most central banks use dollars as their core reserve asset. Gold will prove to be the only non-local currency. 
 
 
IN A WORLD OF UNPRECEDENTED ECONOMIC STIMULUS HOW FAR CAN 
G&PM RISE? 
 

"Fed Can't Print Gold": BofA Calls Gold "Ultimate Store of Value", 
Raises Price Target To $3,000  Wed, 04/22/2020 - 05:15. 

Inflation Never Materialized After the Last Crisis. JPMorgan Thinks 
This Time Is Different.  As the U.S. budget deficit swells, the firm warns investors to brace 
for inflation and recommends buying gold.  April 27, 2020  
 

Gold Bull Market Around The World 
By GCRU Gold News on Thursday, April 30 2020, 06:51 
 
Charts of gold bull runs in 170 currencies the gold price is at an all-time high in virtually every 
currency… will gold priced in US Dollars soon reach an all-time high? 
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As of this writing, gold is trading about 10% less than its all-time high of US$1,920 attained nine years ago 
(September 2011). In effect, it has gone nowhere for a decade despite a tectonic shift in the investment and economic 
outlook. A lengthy correction lasting until 2016 and subsequent churning resulted in the establishment of a powerful 
multi- year basing structure. From this base and with strong macroeconomic tailwinds, we believe new highs well 
above $1,900 can be achieved over the next four years. 
 
Despite enthusiastic advocacy and much chatter from investment luminaries, including Ray Dalio, Jeff Gundlach, 
Seth Klarman and others, gold remains severely and inappropriately underrepresented in the portfolios of 
fiduciaries, endowments and family offices. Flows into channels such as gold-backed exchange traded funds 
(“ETFs”) have been strong relative to previous low levels, but must still be considered a trickle in terms of what 
could still come. 
 
In our opinion, the first quarter of 2020 will mark a pivotal, secular turning point for all major asset classes including 
equities, bonds, gold and currencies. A return to the pre-2020 financial market normalcy and investment 
complacency is unlikely. In our view, consensus hopes remain high that the credit smash is only a temporary 
repercussion of the health scare. We disagree and suggest the effects will be long lasting. 
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Despite the solid price gains achieved by gold in the past two years, there is much more upside to come as investors 
gradually give up on repeated equity market bottom fishing and hope of a return to financial market normalcy. A 
full reversal to the previous complacency cannot take place following a brief crash. The mood change will more 
likely become pervasive after grueling stretches of disappointing returns from previously successful investment 
strategies. 
 
In our view, the decade preceding 2020 was characterized by the systematic stifling of price discovery for interest 
rates and the appropriate dependent valuations for financial assets. Such distortion was made possible only by 
unprecedented central bank balance sheet expansion that encouraged, abetted and rewarded risk taking in the form 
of ever greater leverage. 
 
The prolonged somnolence of gold was among the most egregious price distortions of the previous decade and this 
suppressed interest in the metal as a risk mitigator and portfolio diversifier. Disinterest was fed in large part by the 
nearly universal expectation that the past would always be prologue and that highly leveraged financial and 
economic structures would perpetually result in outsized returns. In our view, the greatest change stemming from 
the credit bust will be a mood shift or paradigm change in the opposite direction. 
 
At gold’s previous peak in 2011, the combined balance sheets of the U.S. Federal Reserve (“U.S. Fed”) and the 
European Central Bank (“ECB”) totaled approximately US$5.5 trillion. Today, that number is more than $11.4 
trillion and rapidly moving higher. The USD gold price is still lower than nine years ago. In our view, gold price is 
still well below where it should, and will, trade higher in the new macro landscape. 
 

 

 
 
The gold price has continued to advance in recent weeks, trading at around $1700/oz and reaching levels not seen 
since 2012. Physical gold has proven to be a safe haven for investors during the COVID-19 crisis, despite the 
metal’s initial volatility in early-March. There are strong signals that gold is at the start of a major upcycle, if 
previous cycles are any indicator. Gold equities, which typically offer operational leverage to a rising gold price, 
have also made a strong recovery since the sector’s lows last month, outperforming general equity markets, yet 
valuations remain far below historical levels relative to gold. The spread between gold equities and the gold price 
has reached extreme levels, with miners’ share prices largely still the same as when the gold price was just $1400/oz. 
We see an opportunity for investors as this undervalued sector undergoes a re-rating in the coming months. The 
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gold mining sector is broadly in good financial shape, which means that a selection of gold companies will not only 
get through the COVID-19 crisis but will benefit substantially from margin expansion and a potential re-rating as 
the new gold bull market gains pace. 
 
The investment case for gold and gold equities has been building for years, backed by the long-term trends of 
monetary debasement, persistent low and negative real interest rates, public debt expansion and inflationary fiscal 
policies. These drivers for the gold sector are now being rapidly accelerated by the COVID-19 crisis, which has 
seen the global spread of the virus and economic shutdown threaten jobs, livelihoods and entire industries. In order 
to defend their economies against this crisis, governments and policymakers have gone into overdrive to ramp-up 
public spending, slash borrowing costs and support businesses. While the path to recovery for the global economy 
from the COVID-19 crisis remains clouded, the direction of fiscal and monetary policy in major economies is 
abundantly clear. We believe the positive implications for the gold sector are likewise becoming increasingly clear. 
Previous gold bull markets suggest that the market has much further to rally and, as in previous cycles, we would 
expect new highs to be made for the gold price in the months ahead. 
 
How far can the gold price rally? 
 
 

 
 
While macroeconomic conditions for the gold sector have been improving for some time, the policy response to the 
COVID-19 crisis presents a range of economic catalysts for the gold sector. The IMF reported last week that the 
“Great Lockdown” may shrink global economic activity by at least 3%, rivalling the Great Depression in terms of 
magnitude. While a swift recovery in the wake of the reopening of major economies is hoped for, the coming weeks 
and months will likely see volatility remain high, as the true impact of the shutdown on companies and industries 
becomes clearer. The scale of the policy response to the growing economic crisis is truly unprecedented. In the US, 
an additional USD 484 billion stimulus package is due to be implemented this week, following USD 2 trillion of 
stimulus last month, including cheques mailed directly to citizens. Meanwhile Europe’s leaders have agreed a EUR 
540 billion package to rescue stricken European economies, yet substantial concerns remain, particularly over debt 
within the bloc. 
 
Historically, inflationary fiscal policies have proved to be drivers for the gold sector, as has the rapid expansion 
of debt. Given that fundamentals for the gold sector had been improving for some time prior to the COVID-19 
crisis, the current economic conditions appear to be supportive for higher gold prices ahead. Alongside the fiscal 
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response, monetary policy is set to remain at historic lows in most major economies for the foreseeable future. Low 
interest rates, and particularly low and negative real interest rates, tend to be highly conducive for rising gold prices. 
 
Pierre Lassonde, Chairman of Franco-Nevada, told Kitco news that gold prices should skyrocket to much higher 
levels, even $20,000 in two to five years’ time, as gold reaches a price level close to the level of the Dow Jones 
Industrial Index. “When I look at where we are today, the money creation will take time to get the money into 
people’s hands. I look at supply chain disruption, I think we’re looking at a two to five year period and I do believe 
that we will see, if not one to one [in the Dow/gold ratio], then very close to one to one.  Click the link below to 
watch this interview:  https://www.kitco.com/news/video/show/Kitco-NEWS/2780/2020-04-08/$20000-gold-price-Franco-Nevada-chairman-makes-
the-case#_48_INSTANCE_puYLh9Vd66QY_=https%3A%2F%2Fwww.kitco.com%2Fnews%2Fvideo%2Flatest%3Fshow%3DKitco-NEWS  

 
The last time the gold price had a major reset / secular bull market it rallied 24X from $35 to $850 an ounce in 
1980.  This secular bull market, in the gold price, began at $250 an ounce and interestingly $6,000 an ounce would 
also equate to a 24X increase.  Earlier in this commentary it was calculated that with the Fed’s balance sheet at $6.1 
trillion, the gold price required to back the Fed’s liabilities by 33% and 54% has already soared to $7,676 and 
$12,516 an ounce, respectively.  Further, as the Fed’s balance sheet size increases and/or as its balance sheet quality 
decreases than these gold price calculations will increase even further. 
 
However, already at the end of this week, the Federal Reserve’s balance sheet will blow out to 54% in 2020, that 
will be $6.5 trillion from $6.1 trillion a week earlier and up from $4.2 trillion at the end of 2019. We expect to see 
trillions more coming to bail out bankrupt state and local governments. The oil sector is in trouble. It will be bailed 
out as well. The floodgates have been opened, and they won’t close anytime soon. The firehose of stimulus spending 
so far in 2020 makes the 1970s look like a drop in the bucket. 
 
John Doody of Gold Stock Analyst Forecast’s: 
 

The free markets will be the solution for our current dilemma as well. The U.S. Treasury holds 261 million 
ounces of gold – much of it in Fort Knox. The government values this gold at $42 per ounce – a total of $11 
billion – on its balance sheet. 
 
The Federal Reserve and the Treasury are shockingly now one and the same. They can increase the money 
supply and debt with no limit. If gold rises, Treasury assets would increase, helping to offset the huge 
liabilities. If gold revalued higher to $35,000 per ounce, those 261 million gold ounces held by the Treasury 
would be worth $10 trillion, partially offsetting its $23 trillion debt. 
 
While on the surface a $35,000 per ounce gold price appears ludicrous, it is 22X higher than the current 
$1,600 per ounce gold price. In the 1970s, gold reset 24X higher. Silver traded at $1.87 per ounce in 1970. 
It rose nearly 27X to $50 per ounce in 1980. Silver is currently trading for about $15.50 per ounce. You 
can do the math for silver based on a current 22X reset multiple (i.e. silver priced at $341 per ounce...). 

 
How far can gold equities rally during the gold bull market? 
 
The opportunity in gold equities is twofold, margin expansion, and share price re-rating based on revenue 
multiple. With gold producers paying higher yields and demonstrating improved capital discipline following 
years of reforms, in our opinion the sector has never looked so good. 
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As previously discussed, gold mining equities initially got caught in the downdraft of the general market sell-off 
surrounding COVID-19. Investors sold on the uncertainty of how the pandemic would impact gold prices and 
whether mines would have to close and this was accelerated and magnified by the bullion bank. Then a large margin 
call of the leveraged gold mining equity ETF’s compounded the selling and sent the shares into a tailspin. 
 
Since the gold price resumed its upwards trend, and despite announcements that some mines would close due to 
government restrictions, gold shares have rallied, with most Global Mining Gold Index’s up by about 50% from 
their March lows (in USD terms) at the time of writing.  Thus far investors have looked past the shutdowns and to 
the prospect of better margins at higher gold prices and potentially lower costs as energy prices collapsed, a factor 
which has come to the fore last week as the oil price briefly fell into negative territory. The question for investors 
is now, where will the gold sector go from here? In considering how well gold equities can perform in response to 
this economic environment we look at several valuation metrics including: 
 

 Margin & NAV analysis 

 Revenue multiples 

 Dividend potential 

 
When you buy a gold mining equity you are buying the margin over the life of the gold mine and the option for that 
margin to expand when the gold price rises. Determining that margin is the challenge given the large number of 
natural and human variables that can impact that margin, and this is where our and our G&PM fund manager 
extensive knowledge of the sector and detailed modelling comes into play. For example, one of our G&PM fund 
managers integrate many of these variables into their proprietary GenVal valuation tool which is supplemented by 
several other valuation metrics that are taken into consideration. 
 
• The market pays a higher revenue multiple for a higher sustainable margin. It is important to recognize 
when companies are transitioning into (or out of) this state.  
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As one would expect and is confirmed by our fund managers analysis, there is a strong positive relationship between 
the margin, its sustainability and what the market pays for that margin. While evaluating the sustainable margin of 
a company is the core to our combined valuation process, another useful metric is to look at the revenue multiple 
of the company as this reflects a combination of margin expectation as well as indicating a stock’s potential beta to 
the gold price. 
 
Across the sector the market pays a wide range of multiples of revenue for different companies. At one extreme 
you have the royalty companies where the market pays the highest revenue multiple; in the case of Franco Nevada 
over 25x revenue; which reflects its growth as well as a business model which generates a high and sustainable 
margin. At the other extreme you have several producers trading at or under 1x revenue, reflecting the uncertainty 
over the margin and its sustainability. The opportunity (and skill) is constructing a portfolio where we balance the 
certainty of margin with the upside of margin expansion and thus multiple expansion. We model many scenarios as 
to the delta (rate of change) of multiple expansion for each company and its impact on our overall portfolio. 
 
An analysis of Barrick Gold perfectly illustrates how the market has historically rewarded margin expansion and 
punished margin compression. When the market forecasts growing margins the revenue multiple expands, 
conversely the revenue multiple contracts as the market discounts shrinking margins. There are four distinct periods 
in the chart below. In the 1990’s, Barrick traded at a high revenue multiple reflecting its high growth rate, but the 
multiple was contracting as even Barrick’s high growth rate could not counter a falling gold price and the multiple 
bottomed out at under 3x revenue. Once the bull market gained traction Barrick’s multiple expanded peaking at 7x 
revenue. As Barrick (and arguably the whole sector) switched its focus to ounces over margin in 2005 the market 
started to de-rate. The gold price did the rest with the revenue multiple bottoming out at 1x in 2015. The turnaround 
came around the recent low in the gold price as the company switched its focus to margin and returns, the revenue 
multiple expanded 3-fold from its low. 

 

 
 
Why are dividends so important? 
 
The market also gets more comfortable in terms of the margin being sustainable as the producer starts paying more 
of the margin back to shareholders (in either dividends or share buybacks). Newmont for example is returning 
$220/oz of its production and together with Barrick is setting the benchmark in terms of returns that we believe 
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others will have to follow. In our view we could easily see Barrick and Newmont trade at a +7x revenue multiple 
over this cycle. 

 
The opportunity is that many well-capitalized producers trade at a much lower rating and in our view, there is every 
reason to believe that selected producers have further to re-rate as they take a leaf out of the market leaders’ 
playbook. After all, re-rating from 1x to 4x revenue is a considerably greater upside than re-rating from 3x to 7x 
revenue. The chart below illustrates the leverage within the sector assuming $2000/oz gold price and an assumed 
market revenue multiple of 5x. 

 
With the global market searching for yield and previously safe dividend-paying sectors coming under pressure, it 
is particularly meaningful that after several years of prudent capital management many gold companies have started 
to institute reliable and transparent shareholder returns policies. 

 
We look at dividends per ounce of production 
 
As we have stated paying a dividend gives investors’ confidence that the margin is sustainable. We would also 
encourage producers to improve how they communicate their dividend and thus their margin to shareholders. 
Reporting shareholder returns per ounce of production (as well as dividends per share) enables investors to 
understand how much of the margin they are getting, and which companies are prioritizing shareholder returns. 
With gold prices trading around $1700/oz we are getting more confident that companies will be able to return 
upwards of a third of that margin to shareholders, as per Newmont. If this were the case, investors would be 
pleasantly surprised as to the yield of our and our G&PM fund manager holdings, which could easily be in excess 
of 5% for many companies and in double digit territory for several more (although of course a share price re-rating 
would see those yields lower). 
 
Volatility can be high in this sector, yet since 2015-YE our model based approach has been shown to deliver 
outperformance and I am and several of our F&PM fund managers are encouraged by the opportunities which they 
currently see in G&PM. Many gold producers are now in their strongest position for some years, having benefitted 
from management reforms, improved cost discipline, increased profitability and constructive M&A transactions. 
 
How has COVID-19 impacted gold miners? 
 
Several of our G&PM Fund Managers began surveying mining companies about their COVID-19 plans in late-
February and were amongst the first to do so. Many factors will determine miners’ resilience to COVID-19. 
Government policy remains among the most impacting factors for miners regarding mine closures, which may 
overrule any initiatives the companies are undertaking. When assessing a company’s response to COVID-19 we 
look for operational factors such as how workers travel to and from mine sites, how shift patterns are organised, 
management’s ability to segregate separate working groups, and the strictness of companies own testing, tracing 
and isolation procedures. We believe that gold producers should always prioritise the safety and well-being of their 
staff. 
 
Almost all gold companies have now developed comprehensive contingency plans. Furthermore, the restructuring 
which has taken place in the sector over the last few years has left companies in good shape to weather the COVID-
19 impact, as well as take advantage of a positive environment for gold. As an active investment manager, we are 
able to select those companies with good balance sheets and which have the financial resources to be able to weather 
a material stoppage of operations, should that occur. In the meantime, the gold isn’t going anywhere. Furthermore, 
with ongoing incoming economic stimulus measures that are likely to be extremely supportive for gold, we aim to 
focus on those companies which can capitalise on a supportive gold price environment. 
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Summary of how far gold and gold equities can rally during the gold bull market? 
 
In summary there are numerous interesting predictions for how far the gold price can rally in this bull market $3,000, 
$6,000, $7,676, $12,516, $20,000, and even as high as $35,000 per ounce.  In any event it is likely that the spot 
gold price will exceed at least $1,800 per ounce in 2020. 
 
My spot gold price target is $2100 per ounce.  This is based on several studies.  However, it also comes up as the 
next projected top based on my 1970’s analog that I have been discussing over the past several years and which has 
worked well in predicting gold’s general price movements.  I am currently tracking 1978 as the best analog which 
recently provided a good forecast for the early March 2020 support zone for the sell off (i.e. the EMA (50) on the 
Weekly chart - see 1978 and 2020 charts below): 
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As for the G&PM mining shares, the large capitalization gold mining shares have started to catch up to where they 
should be priced in the current gold price environment and at some point the mid-tier and junior gold and also silver 
mining shares will also catch up to where they should be priced in relation to the gold price environment (e.g. maybe 
when the gold price breakouts over $1800 these mining shares and silver bullion will catch up). 
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The gold producers’ / gold miners share prices remain at historically low levels relative to the gold price 
and relative to broader equity markets, yet the return of momentum to the gold sector, coupled with the 
substantial beneficial reforms undertaken by a selection of leading gold producers, suggest a change in 
miners’ fortunes and an opportunity for investors as this undervalued sector rallies further. 
 
The chart below shows all Barrons Gold Mining Index (BGMI) Rallies Since 1942: 
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The chart below shows the Barrons Gold Mining Index (BGMI) Rallies of the 1970’s vs. since 2000: 
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LIST OF SOME IMPORTANT CALENDAR EVENTS THAT CAN AFFECT THE 
G&PM SECTOR (I.E. FOMC MEETING DATES 2020): 
 

2020 FOMC Meetings 
April 
28-29 
 
June 
9-10* 
 
July 
28-29 
 
September 
15-16* 
 
November 
4-5 
 
December 
15-16* 
 
* Meeting associated with a Summary of Economic Projections.  
 
 

CONCLUDING REMARKS: 
 
Gold is a unique asset class due to its uncorrelated nature and its ability historically to perform well amidst global 
financial and geopolitical turmoil.  We think of it as financial insurance.  Like health or auto insurance, a small 
allocation can go a long way when hardship occurs. 
 
As we advised in our past investment commentary on October 29th, 2018 (i.e. see original text in bold italic below 
with original chart below and then the four updated charts each below this) we continue to advise that G&PM 
investors stay the course with their long-term G&PM strategy.  We believe the second half of the G&PM secular 
bull market started back in December 2015 for gold and January 19th 2016 for gold & silver mining shares and in 
2019-Q2 the gold price broke out above its neckline on its massive inverse head and shoulders formation, providing 
further credence to our bullish view.  Confirmation of this being a sustainable breakout will be needed for the 
projected price target of $1700 to come into play.  If / when this occurs the associated gains in gold & silver mining 
shares following this should be very considerable. 
 
The following was written in October 2018: “To the gold shorts and dollar longs: get ready to run for the hills!  
As painful as it has been for long-term investors in precious metals, hang in there!  In our opinion, the extreme 
condition of market structure and investor sentiment suggests that, at the very least, a trading low is at hand, 
while broad macro- and gold-specific microeconomic fundamentals suggest a resumption of the uptrend in metal 
prices from the December 2015 low (see chart below) is not far off.” 
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The following four pages present BIG PICTURE Charts on the Gold Price EOD and these charts together with my 
notes on these charts are very telling and a must read.   
 
Years of bailouts and market supports have in our opinion inured investors to the implications of systemic risks and 
reduced demand for systemic insurance solutions such as physical gold and related mining assets.  Throughout 
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history, periods of complacency rarely ended well.  The time to buy insurance is when risk perceptions are the 
lowest making insurance cheap relative to the risk.  We believe that now is such a time and we are in good company. 
 
“The below chart shows that risk is still very expensive (i.e. S&P 500) relative to insurance (i.e. Gold & Silver 
Mining Index):” 

 
 
“The current level (i.e. 40.47) and above on the SPX:XAU ratio should be used as an excellent time to add to 
your insurance and reduce your risk through an averaging strategy.” 
 
See updated charts below: 
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We advised well ahead of time that 2019 would be a pivotal year for G&PM investors and this proved to be the 
case.  Those strong and steadfast G&PM investors that did not capitulate at the end of 2015 or throw in the towel 
in the second half of 2018 have been rewarded with significant out-performance since the commencement of the 
second half of the G&PM secular bull market (i.e. since December 31st, 2015).  Further, we believe the well-
deserved rewards will really stack up following the second leg up of this unfolding G&PM secular bull market.  The 
Federal Reserve’s 180-degree reverse course on monetary policy tightening on January 30th, 2019 has proven to 
be bullish for our G&PM holdings over 2019 and its easy monetary policy measures have continued which is really 
putting a fire under G&PM.  INTAC has experienced excellent gains in our book of G&PM in 2019.  It will certainly 
be easier to hold G&PM investments as generalist investors continue allocating investment capital to the G&PM 
sector, which, we believe, can only accommodate such investment capital through much higher prices.  As G&PM 
technical indicators have again broken out to the upside this should, following some healthy backing and filling, 
cause a ripple effect, over time, that should feed upon itself leading to further gains resulting in further allocations 
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from additional generalist investors resulting in even further gains over the coming several years.  We expect this 
to ultimately end in a mania during the late stages of this G&PM secular bull market, which may take our initial 
intended time horizon of the year-end 2020 to the year-end 2024 out to the year-end 2026 to year-end 2030 and 
should provide even greater returns!  The following chart gives an indication of the number of steps up the second 
half of the secular bull market may take.  Based on the size of the first step up and the ascent of the start of the 
second step up it appears as though the second half of the secular bull market may be orders of magnitude greater 
than the first half of the secular bull market. 
 

 
 



 
49 

 

 

 
 
As detailed in our performance review at the outset of this commentary, we are pleased that, INTAC’s aggressive 
accounts have outperformed gold, all G&PM mining share indices and ETF’s, our G&PM peer group, and the S&P 
500 Index (i.e. not a relevant benchmark) since the end of 2015.  We will continue to work tirelessly, in an effort, 
to maintain this outperformance and maximize the potential G&PM secular bull market returns for our loyal clients 
whom are invested in our strategy through our INTAC Managed Allocation & Gold Asset Class Portfolio. 
 
We urge you to consider the investment strategies being employed, in the context of prevailing market conditions, 
in all your investment and savings accounts to ensure your overall allocation is diversified and prudent for your 
individual circumstances. 
 
INTAC continues to recommend that you set your overall level of investment in G&PM at an appropriate percentage 
of your net worth t (e.g. a percentage that you are comfortable with such as 5%, or 10% or in certain special 
circumstances potentially higher) and that you achieve this allocation through dollar cost averaging over the next 
several months.  Further, we continue to recommend that you rebalance your allocation to G&PM either up or down 
to reset it to your desired percentage once annually and if the delta to achieve this reset is significant (i.e. due to a 
large gain or loss in the prior year) then you should effect this reset through dollar cost averaging. 
 
We are convinced that the INTAC Global Investments – Managed Allocation & Gold Asset Class Portfolio will be 
very well positioned for the medium to long-term and that our concentrated, overweight, and at times leveraged 
investment in precious metals mining shares and related investments with an active allocation in and out of gold & 
silver bullion and/or cash / cash equivalents or margin, will pro-offer stellar gains on an absolute, relative, and risk 
adjusted basis over the next several years. 
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Best Regards,  
James Mark Plaxton 
James Mark Plaxton B.Sc. Eng. / B.Comm. Minor 
Founder, Executive Chairman, & CIO 
Research Office: 1-284-494-1750 
BVI Cell: 1-284-542-4228 & USVI Cell: 1-340-690-4228 
Skype: mplaxton 
mplaxton.intac@surfbvi.com 
mplaxton@intacglobal.com 
 
This Investment Commentary reflects the views of INTAC as of the date or dates cited and may change at any time.  The information should not be construed 
as investment advice.  No representation is made concerning the accuracy of cited data, nor is there any guarantee that any projection, forecast or opinion 
will be realized.  References to stocks, securities, ETF’s, Funds, and/or investments should not be considered recommendations to buy or sell.  Past 
performance is not a guide to future performance.  Securities that are referenced may be held in portfolios managed by INTAC and/or by principals, employees 
and associates of INTAC, and such references should not be deemed as an understanding of any future position, buying or selling, that may be taken by INTAC.  
We extensively include research, analysis, charts and/or quotes from reports, articles, and commentaries published by other sources we deem to be reputable 
(e.g. the world’s best performing Gold & Precious Metals Fund Managers, leading Independent Macro Economic Research Firms, award winning buyside 
and sell side research, etc.).  The research, analysis, charts and/or quotes and materials that we reproduce are selected because, in our view, they provide an 
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PS – Bonus article on COVID-19 “Made in China” below: 

“Made in China” 

 
by Clare Lopez April 20, 2020  
https://ccnationalsecurity.org/made-in-china/  Special Report 
There’s little doubt anymore that COVID-19 originated in China. It’s very possible – likely even – that the Wuhan 
coronavirus was not released into the world on purpose. But it’s also a fact that the Chinese Communist regime runs a 
sophisticated offensive biological weapons program. 

Chinese researchers at Beijing’s only declared BSL-4 (Bio Safety Level 4) lab, the Wuhan Virology Institute, have been 
publishing papers in the scientific literature for years now, explaining exactly how they were manipulating the genetic 
material of various coronavirus strains. They were not just looking for prophylactic drugs or vaccines to counter existing 
virus pathogens either. No, in the lab, they deliberately created new viruses by combining genetic material from pre-
existing viruses in ways that are extremely unlikely to happen naturally—even by way of the typically active mutations 
that occur with RNA (ribonucleic acid) viruses like coronaviruses. Then, whether on purpose or not, that Frankenstein virus 
got loose. 

 

To put things in context, we should begin with a 1999 book written by two Chinese Communist Colonels in the People’s 
Liberation Army (PLA). It’s called “Unrestricted Warfare: China’s Master Plan to Destroy America.” Stephen Coughlin has 
written a comprehensive analysis of the COVID-19 pandemic (“Formation of a COVID19 Red Team”) that begins with a 
close look at this Chinese warfare handbook. He warns that the U.S. is ill-prepared to defend itself “against hostilities 
waged at the political warfare level.” “Unrestricted Warfare” is an amazingly candid battle plan for waging war across a 
span of methods of operations that explicitly includes “Bio-chemical warfare, among other things like diplomatic warfare, 
economic warfare, electronic warfare, and space warfare. The point of the two Colonels’ thesis is that warfare should not 
be confined merely to military means but that by combining such other methods, “the other army is subdued without 
fighting.” 



 
52 

 

 

 

Michael Pillsbury, Director of the Center on Chinese Strategy at the Hudson Institute is a brilliant China scholar with 
decades of service in presidential administrations since the 1970s. In 2016, he published a book that draws on his deep 
understanding of Chinese culture, history, and thinking. “The Hundred-Year Marathon: China’s Secret Strategy to Replace 
America as the Global Superpower” is a fascinating read that puts “Unrestricted Warfare” into an historical context 
spanning millennia. One of his most important themes is that while the current Communist Chinese regime of Xi Jinping 
is steeped in the knowledge of how its historical predecessors (especially from the so-called “Warring States” period that 
spanned hundreds of years) used cunning, deceit, ruthlessness, and immense patience to defeat warlord rivals, the 
West—and especially the U.S.—neither knows nor appreciates much that happened before what we’d call the modern 
era. Our other fatal mistake is to think of warfare merely in military terms. 

Which brings us back to the current COVID-19 pandemic and the “Made in China” Wuhan coronavirus. 

 

A terrific young journalist at The Epoch Times named Joshua Philipp has produced a documentary film called “Tracking 
Down the Origin of Wuhan Coronavirus.” Philipp researched a vast amount of openly available information and put it 
together in a way easily accessible to the average viewer. He reports on the names, the labs, the timeline, and the medical 
science behind it all without overwhelming us with complicated technical jargon. Bottom line up front: this Wuhan 
coronavirus did not come from bats at Wuhan’s Huanan Seafood Wholesale Market. It came from a Chinese laboratory 
where researchers deliberately experimented with ways to make both pre-existing and recombinant viruses more 
communicable and more effective at getting inside human cells. 

As Philipp demonstrates, Chinese researchers have been working on coronaviruses for years. Earlier pandemics, including 
SARS (Severe Acute Respiratory Syndrome), MERS (Middle East Respiratory Syndrome), and H1N1 (swine flu), all came 
out of China, too. The Wuhan Institute of Virology, a subsidiary of the Chinese Academy of Sciences, was established in 
2003 with help from the French government in the wake of the SARS outbreak. Due to myriad security concerns, it didn’t 
become operational as a P-4 (Pathogen/Protection level) laboratory until 2017. Its Key Laboratory of Special Pathogens 
and Biosafety is of particular concern. 
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Long before 2017, though, senior and internationally well-known researchers like Shi Zhengli, who worked in the Special 
Pathogens Lab, were experimenting on how to enhance the capacity of the coronavirus for transmission across species 
and specifically from animal reservoirs to humans. Shi Zhengli, widely known as the “bat lady” for her work on the bat 
coronavirus, has now disappeared but earlier published a number of papers in respected peer-reviewed journals like 
Nature Medicine. During the Obama administration, the Communist Chinese regime even paid the University of North 
Carolina at Chapel Hill to include Shi in a “gain of function” study on the potential for combining existing SARS-CoV genetic 
material together with the spike protein on the surface of the Chinese horseshoe bat virus in ways that would more readily 
transmit to and emerge in humans. Such a synthetic laboratory-created hybrid virus is called a “chimera” and was shown 
to be capable of “robust viral replication both in vitro and in vivo.” The in vivo reference is to mice, which were used to 
demonstrate the chimera’s deadly capabilities in mammals. What this means is that these researchers created something 
artificially in the lab that had never existed before and likely never would exist purely in nature. 

The University of North Carolina study prior to 2014 had been conducted with funding from the U.S. Department of Health 
and Human Services (HHS) under the auspices of the National Institutes of Health’s National Institute of Allergy and 
Infectious Diseases (headed by Dr. Anthony Fauci). The objective of the study ostensibly was to prepare for possible future 
virus pandemics. In October 2014, however, HHS advised the University that U.S. Government funding for such “gain of 
function” research was being “paused.” The damage was done, though. Shi obviously continued the work back home at 
the Wuhan Institute of Virology because results of that “gain of function” chimera study were published in the December 
2015 issue of Nature Medicine. Shi’s name is among the authors. American researchers, including Ralph S. Baric Ph.D., the 
William R. Kenan, Jr. Distinguished Professor in the Department of Epidemiology and Professor in the Department of 
Microbiology and Immunology at the University of North Carolina Chapel Hill, also were named as co-authors of the study. 

And then it got out. The Frankenstein synthetic lab-created virus got loose. We don’t really know how or whether it was 
deliberately released in some kind of “Unrestricted Warfare” scenario but get out it did. 

So, the Chinese Communist Party (CCP) cover-up began in earnest. Conscientious and concerned doctors like Dr. Li 
Wenliang (who later died of the disease) began trying to sound the alarm about a new virus causing symptoms of unknown 
cause but were silenced and effectively “disappeared.” Labs were ordered to destroy coronavirus samples. On 2 January 
2020, the Director General of the Wuhan Institute of Virology issued a strict prohibition against any dissemination of 
information about the Wuhan coronavirus. International and U.S. Centers for Disease Control scientists were prevented 
from traveling to China. On 7 February 2020, a top PLA Biological Warfare (BW) expert, Chen Wei, assumed control of the 
Wuhan Institute of Virology. A Wuhan Institute graduate student researcher named Huang Yanling is believed by some to 
have been “patient zero.” On 16 February 2020, the Institute issued an explicit denial that Huang Yanling had ever been 
one of its employees—but her photo, biography, and links to published research previously there were all removed from 
the official website. 

Things go back even further, however. On 13 March 2020, the South China Morning Post reported that “patient zero” in 
fact may have been a 55-year old from Hubei province—and dated the contraction of the COVID-19 to 17 November 2019. 
That is a most interesting date, because just one day later, on 18 November 2019, the Wuhan Institute of Virology posted 
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a job opening “asking for scientists to come research the relationship between the coronavirus and bats.” This job posting 
added that the prospective hire would “answer the molecular mechanism that can coexist with Ebola and SARS-associated 
coronavirus…” Ebola and SARS?! 

That’s not all. On 24 December 2019, the Institute posted a second job opening that sought candidates to research a 
situation in which “the pathogenic biology of bats carrying important viruses has confirmed the origin of bats of major 
new human and livestock infectious diseases such as SARS…” Clearly, by mid-November 2019 and no later than early-to-
mid-December 2019, CCP authorities knew they had a very serious situation on their hands but chose not to warn the 
World Health Organization (WHO) until 31 December 2019. Not until 9 January 2020 did Chinese authorities finally 
announce that a novel coronavirus was behind the Wuhan outbreak; the city was not placed on lockdown until 22 January. 
Thus, many thousands of Wuhan residents were permitted to leave Wuhan and travel throughout China and abroad to 
spread the deadly virus for many weeks to unsuspecting populations the world over. 

Beijing’s CCP regime already knew that the Wuhan coronavirus was spreading human-to-human long before January 
2020, because according to a February 15, 2020 article in the respected journal The Lancet, they’d traced early victims 
who’d had no connection with the Wuhan Huanan Seafood Wholesale Market. Given the early December 2019 date of 
those victims’ illness, the patients must have been infected sometime in November 2019. The CCP also knew, as we now 
do too, that the horseshoe bats it tries so hard to blame for the outbreak are not even found in Hubei Province (of which 
Wuhan is the capital city) but rather at least 900 kms. away in either Yunnan or Zhejiang Province. Nor are horseshoe bats 
sold at the Wuhan “wet market.” This means that for the Wuhan Institute of Virology or the P-2 Wuhan Center for Disease 
Control and Prevention to have been experimenting with the coronaviruses of such bats, someone would have had to 
collect those bats and bring them to Wuhan. 

Although hard to corroborate, there are reports that the Chinese Institute of Military Medicine, Nanjing Command 
uploaded the bat SARS-like coronavirus genomic sequence, obtained from bats in Zhejiang Province, to the National 
Center for Biotechnology Information (NCBI), U.S. National Library of Medicine sometime in 2018. A June 2014 paper 
published at the NCBI website entitled “Identification of diverse alphacoronaviruses and genomic characterization of a 
novel severe acute respiratory syndrome-like coronavirus from bats in China” reported four years earlier that the genomic 
sequencing of a novel coronavirus collected from bats in Yunnan Province, China showed it to be a “recombinant from 
certain bat SARS-like CoVs circulating in Yunnan Province.” 

China not only did not inform the rest of the world that the virus was spreading human-to-human, but instead used the 
all-too-willing WHO Director General Dr. Tedros Adhanom Ghebreyesus to propagate the lie via Twitter on 14 January 
2020 that “the Chinese authorities have found no clear evidence of human-to-human transmission of the novel 
#coronavirus (2019-nCoV) identified in #Wuhan, #China.” The resulting delay proved deadly to hundreds of thousands, 
perhaps eventually even millions, of people who would contract and die of this novel coronavirus. 

The final chapter in this 2019-nCoV saga is yet to be written. Full knowledge of exactly where and how this coronavirus 
came to be awaits further research but, given the CCP’s deliberate concealment and disinformation operations, may never 
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be completely explained. Still, we now know beyond a shadow of a doubt that 2019-nCoV came out of China. We know 
that had Chinese authorities responded to what it knew was a dangerous outbreak of a novel coronavirus weeks or even 
months sooner, the heavy toll of illness and death worldwide could have been far less. It was the Communist Party cover-
up that created conditions for a pandemic. The delay also allowed Beijing to buy up supplies of medical protective gear 
around the world, even as it was still denying the reality of the virus. As Giulio Meotti noted in a hard-hitting 28 March 
2020 piece at the Gatestone Institute, China’s ruling elite “seemed obsessed only with the sustainability of their totalitarian 
regime.” He writes also that “The Chinese government’s complicity in the pandemic is now an opportunity for the West 
to reevaluate its ties to Beijing.” Exactly so. 

To bring us back to Steve Coughlin’s paper cited at the beginning of this report, we must understand that China is at war 
with the United States and fully intends to take advantage of our failure to recognize or respond appropriately to the CCP’s 
“hostilities waged at the political warfare level.” Because whether or not Beijing deliberately released the bioweapon 
coronavirus it created, its malign behavior once the pandemic was unleashed should leave us in no doubt about its true 
intentions. Coughlin recommends formation of a COVID-19 Red Team to consider America’s strategic vulnerability to the 
full span of China’s “Unrestricted Warfare.” In a way, and especially if the virus did get out by accident, we have been given 
an unanticipated warning about the true hegemonic ambitions of this Chinese regime. Michael Pillsbury wrote about the 
uniquely Chinese concept of shi in his brilliant book, “The Hundred-Year Marathon.” Although impossible to translate 
exactly, as Pillsbury explains it, shi has to with properly understanding and seizing strategic advantage from the flow of 
events, especially in warfare. Key to achieving success in shaping outcomes to one’s own advantage in the almost mystical 
world of shi is recognizing the enemy’s vulnerability without letting him know that his weakness has been found out. In 
the case of the COVID-19 pandemic, the West now has the opportunity to see exactly how the Chinese Communist 
leadership thinks and behaves—perhaps before Beijing was ready for that to happen. 

That revelation must not go to waste. A Red Team of top China experts like Steve Bannon, Gordon Chang, Bill Gertz, 
Michael Pillsbury, and Robert Spalding plus strategic thinkers like Steve Coughlin, Newt Gingrich, Rich Higgins and others 
should be assembled by the Trump administration immediately. It should not wait for the pandemic to abate but assemble 
on an urgent basis and begin to take stock of where we are and where we need to be to confront the number one threat 
to U.S. national security: Red China. 
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