Originally posted:  December 2003

Very minor revisions:  June 2005, November 2006, September 2007
Insurance (of the financial variety)

Anyone that owns a home (either outright or through mortgage) would insist on having insurance on their property.

Anyone that owns a car carries insurance on their vehicle (in fact, it’s the law).

Most people (unfortunately not all, due to its rising cost) have health insurance.

But how many individuals carry insurance on their financial health?

A careful reading of the following may enlighten you as to why this may be necessary.  If you do choose to read the following, please keep an open mind.  Additionally, understand that what you are about to read is not a “scam” or a sales pitch and there is no possible way that the author could ever make a dime from this.


During his term at the Federal Reserve Board, which began in 1987, Alan Greenspan more than quadrupled the money supply.  
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Meanwhile, during the first few years of this decade, interest rates were cut to forty year lows.

Source:  www.financialsense.com/resources/commentary.html (July 2, 2003 commentary)
As a result of all of this money creation and cutting of interest rates, the debt in this country has grown to record amounts.  Yes, there are more people in this country than 1930.  Yes, prices are higher than they were in 1930.  Therefore, there should be more debt than 1930.  But, as a percentage of the economy (GDP) – a relative measure - debt is at record levels.
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Source:  http://market-ticker.denninger.net/archives/2008/12/03.html
It would seem that the strategy in the United States is as follows:

1) Print money

2) Lower interest rates

3) Let the citizens borrow the money

4) Let the citizens spend the money

5) The citizens become “rich” through borrowing and spending (not really)
If this five-step program worked, wouldn’t every nation on the globe follow it so that all of their citizens would be rich, too?  (Or, maybe, it’s only the US that’s smart enough to figure out this program.)  Re-read this five-step program, it is crucial to understanding the current fragile state of the U.S. economy.

As a consumer, what exactly is my “job”? Your ‘job” is to go deep into home equity and credit card debt in order to buy all sorts of gas guzzling trucks, SUV’s, or cars and unnecessary retail stuff made overseas. This should boost profits of the makers, and sellers of the vehicles, parts, and gadgets. In turn, the stock market should continue to kite, at least in the short run. This will boost profits of banks, brokerages and other financials involved with stock market share turnover, consumer credit, and home equity credit. The rising stock market will make you feel wealthy (especially from my 401– K plan wealth), so that I will go out and buy even more unnecessary stuff. Since I will be deeply in debt, I will be totally beholding to my present job, and have to work like a dog to stay financially afloat, while I wait to eventually tap into my kited 401-K Plan. If, as is the trend, my job is transferred overseas, I will be willing to take any available job, which allows me to make my minimum credit card payments. This is not time to be a “good American consumer”. Continuing to do your “job’ could be very risky to your family’s financial security.

Source:  www.financialsense.com/Market/goldberg/2003/1016.html (October 16, 2003)

In truth, the only ones getting rich are “big business.”  And those that own big business.  And they are very happy with the “borrower and spender.”  And since big businesses are the ones that contribute to the political parties and candidates, the political parties would also like to see the “borrowing and spending” continue.

In their 1992 campaign for the White House, Bill Clinton and Al Gore liked to point out that the top 1 percent of Americans owned 40 percent of the country’s wealth. They also said that if you eliminated home ownership and only counted businesses, factories and offices, then the top 1 percent owned 90 per cent of all wealth. And the top 10 percent, they said, owned 99 percent!

Source:  http://www.socialistworker.org/2003-2/462/462_06_RichPoor.shtml (August 1, 2003)

The disparity of wealth is worse today.

It seems that from the current plan, the rich get richer and the poor and middle class get further in debt.

The truth of the matter is, and few seem to realize it, you cannot possible get rich by “borrowing and spending.”  Especially, when most of the spending is on items that decline in value (including vehicles).  How can you possibly increase your wealth by borrowing to purchase a Hummer?  Buying every gee-gaw (high tech widget) manufactured in some foreign land may make you feel rich at the time, but in no way does that practice ever increase your personal wealth.  In fact, it does just the opposite.  

If it is not by “borrowing and spending,” than how do you accumulate wealth?  

The correct answer:  by “saving and investing.”

Spend less than you make and invest the difference.  This process begins every time you spend money.  Answer the following question:  Do I “need” this item or do I “want” this item?

By eliminating some of your “wants” you will be able to cut your spending.

Assuming you can follow this rule and have money to invest, the next question becomes:  Where do I invest?

It has already been pointed out that lower interest rates have prompted the borrowers, in many cases, to borrow to an excessive degree.  They have been lured into the trap of lower monthly payments on every type of debt.  But, the flip-side to lower rates is that savers get punished.

One of the local Credit Unions is offering savings account interest at less than 1.5%.  And, be forewarned, that at the end of the year they will report you to the IRS so that you pay taxes on your paltry earnings (incidentally, rates are normally lower at the commercial – for profit - banks).

Source:  http://www.desertschools.org/dsfcu/ds/ratesSavings/0,1421,,00.html
Another alternative is US Savings Bonds.  The rates are better, but to receive this slightly higher rate you will need to tie up your money for five years or take a three month interest penalty.  For current rates, see:

http://www.savingsbonds.gov/  

Both of these alternatives are considered virtually “risk free.”  The credit union and commercial bank accounts are federally insured up to $100,000.  The Savings Bonds are issued by the US Government and if they run short – they can always, well, print more money.

What if you wanted to entertain some risk?  What about the stock market?

Small problem here:  Many of the brokerage houses have minimum balances that must be maintained.
Another on-line broker has only a $1,000 minimum:

https://us.etrade.com/e/t/home/generalgen
But, what if you were fortunate enough to have $1,000 to invest?  Where would you invest it?  Most freshman or sophomore college students have little knowledge/background in investing.

There are three questions that must be answered in the investment world:

1) WHAT do I buy?

2) WHEN do I BUY?

3) WHEN do I SELL?  

Yes, there are few investments you would want to hold forever.  A good example is the US stock market.  Phenomenal profits were made in the late 90’s.  But, if you were a “buy and hold” investor, those profits may have evaporated before you got to spend – or more preferably, reinvest - them.

Here is how the stock market, the Dow Jones Index to be specific, performed during the 1900s.
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Obviously, there are decades when you should be “in” the stock market and there are decades when you would be better off being “out” of the stock market.

Assuming that you do not have the prerequisite funds and/or financial savvy to invest in the stock market, where should you invest?

Before attempting to answer that question, a simple objective of investing should be stated:

When investing, you should always desire to beat the rate of inflation after taxes.  In other words, you want your money to buy more tomorrow than it could today.

If the rate of inflation is 4% and you are paying 20% in taxes, you would need your money to grow at least 5% per year.  By earning 5% and then paying the tax man 20% of this, you would have 4% in “real” gains.  This is the minimum amount, given this example, which would hold inflation harmless.

Given that the current rate of inflation is higher than the current savings rate, it is impossible to accomplish this objective with a savings account – even if you pay no income taxes.

Perhaps a quick recap is in order:  The government is printing money like there is no tomorrow, “long-term” interest rates are low when looked at historically – all in some feeble attempt to keep the economy chugging along.  What has happened is that every level of society (government, business and individual), debts are at dizzying heights.  Savings rates are likewise at historical lows thus making it a disincentive to save.  As a result, our economy has become a “borrow and spend” economy.  

It is not surprising that the cable financial stations continue to promote stocks.  Why is this not surprising?

Consider this:  If you went to the car lot today and asked the salesperson is now a good time to buy a car, what do you think his/her reply would be?  If you went to a realtor and asked them is now a good time to buy a house, what do you think the realtor would say?  If you asked someone whose livelihood depends on the stock market:  is now a good time to buy stocks?  What do you suppose they would say?

My personal favorite investment book was published in December of 2002.  The following passage can be found on page 161:

“What CNBC (a financial news channel), whose profit depends on the number of viewers it can attract, must do at all costs is to maintain investor enthusiasm for buying and owning equities (stocks), and nurture the public’s interest in financial markets with all kinds of “good news.”  That this can only be done for as long as stocks go up and people are making money ought to be clear.  And therefore, it should come as no surprise that good news is usually heavily promoted, while bad news is frequently dismissed as irrelevant.”

Source:  Tomorrow’s Gold by Marc Faber (don’t let the title fool you – that’s not what it’s about)

Here is the book at Amazon.  Check the reviews (most are of the five star variety):

http://www.amazon.com/exec/obidos/tg/detail/-/9628606727/ref=cm_cr_dp_2_1/102-4155924-0744107?v=glance&s=books&vi=customer-reviews
What if I said that there is a place you can invest … and get started for less than $20?

Are you interested?

Here are some articles worthy of reading in this area (Although, I’ve included one passage from each, you are highly encouraged to read them in their entirety.  All articles are relatively short and easy to read.):

“While gold's value might fluctuate, the fact that it has value hasn't changed for 5,000 years. In all practical terms, gold is money. It has no board of directors or debt. It will never rust, decay or file Chapter 11.  Gold is merely a store of wealth.”

Source:  http://smartmoney.com/tradecraft/index.cfm?story=20020724  

“Only less than 2% of Americans own any physical gold, other than maybe jewelry.  Maybe an ounce a month is right for you. Maybe less. Maybe more. But save! Save consistently, diligently. Save Gold, not paper!  Gold will soon be the only thing that retains true value when the chips come down - and the chips have already been tossed. They just haven’t hit the ground yet.  Let your friends and neighbors say you are "backwards", "out of touch" etc. Who cares? Who will have their wealth intact when those falling chips hit the ground?”

Source:  www.financialsense.com/editorials/wallenwein/2003/1015.html
If gold is too rich for your blood, silver is often referred to as “the poor man’s gold.”

Here’s a taste of what has been said about silver:

“If it is not already obvious, I think that the winning strategy for this market is to buy your tickets now, take your seat and wait for the inevitable train ride of your life.”

Source:  www.financialsense.com/fsu/editorials/2003/1017.html
My favorite financial writer is Jim Puplava.  His articles are of the “highest quality.”  Many of his articles are written in everyday language.  However, the more you understand about the Big Three (Accounting, Economics and Finance), the deeper your understanding of what is being presented.  He provides exceptional “bang for the buck.”  It’s such good bang, that it’s free.  Why would he do it for free?

“My greatest learning experience in this television news business was to discover how, by direct omission of a story, the news could be altered. Each night I had access to a news database from around the world. I was astounded by the amount of news that went unreported. As an American, I began to learn there was a world that existed outside my own country. Regretfully, they were important news stories that were never aired, reported or investigated. Each weekday night I went home with printouts from wire services to read and show my wife and friends. These were stories that I could not find elsewhere in print or on television. I became sickened by what I saw and wanted no part of it.”

Source:  www.financialsense.com/editorials/fso/021103.htm
And what does Jim think of the future?

“As central banks and especially the Federal Reserve make the value of the currency worthless, there will be an accelerating shift into real assets. This process has already begun with the smart money. It is one reason that gold bullion and more recently silver prices have risen over the last three years. The supply deficits in gold and silver are only going to get worse in the years ahead. The reason is that there aren’t enough new mines coming on stream in the years ahead that could satisfy existing demand much less handle new investment demand as the value of paper assets deflate.  Furthermore, the debasement of currencies is now almost universal. No currency is fully backed by gold anymore. So there are going to be very few places to hide when as the currency wars pick up the pace. Eventually institutions will be looking for a safe haven from the coming monetary storms. When the monetary storm becomes a Category 5 storm the investment public will be looking for a life preserver too. That is when gold and silver will begin to fly. You are going to see the metals markets gap up daily as demand overwhelms supply. And unlike the last bull market, supply will be limited. There won’t be enough silver in the COMEX to handle demand. You won’t be able to get your hands on silver; while gold will be so expensive, it will be beyond the reach of most investors. Gold and silver equities will be all that remains for most investors. Even then due to limited supply, investors will be paying dearly for them.”

Source:  www.financialsense.com/Market/archive/2003/0929.html
His July 2, 2003 offering on silver is exceptional.  However, it is twenty one pages.  For a shorter read, print pages 17 – 21 and read the conclusions.  Here’s a taste:

“As convincing as the case is for gold, the case for silver is even more compelling.  By far, silver is the more undervalued of the two precious metals.”

Source:  www.financialsense.com/resources/commentary.html (July 2, 2003 commentary)
One advantage that silver has over gold is that it is consumed.  Almost all of the gold that has ever been mined is still in existence.  Not true for silver.  Some day, silver (much like oil) may be very scarce indeed.

Point worth noting:  Only a small percentage of the population ever becomes wealthy.  The only thing that “following the crowd” will get you is mediocrity.  Most times if you want to excel at something, you just have to be different.  Warren Buffett says that a high IQ is not necessary to be a good investor, simply the ability to think apart from the crowd.

What could be more apart from the crowd than investing in gold or silver?  How many people do you know that own gold or silver?

Everyone seems fixated on real estate.  This is a market that has seen a multi-year run and may have run away from reality.

It would also seem to depart from the logic of “buying low and selling high.”  If you buy now, you are definitely “buying high.”

What does Jim have to say?

“Gold and precious metals are now in the early stages of a new bull market.  You only need to make a few investment decisions in your lifetime. If you can discover a new trend and get on board that trend early and then ride that trend until it ends, that is how real fortunes are made.”

Source:  www.financialsense.com/stormwatch/oldupdates/2003/0329.htm

More of Jim’s essays can be found here (remember it’s free):

http://www.financialsense.com/captain/archive.html
The fact of the matter is that in 1971 (August 15th to be exact), President Nixon severed all ties between gold and the U.S. dollar.  Prior to that date, any foreign country could present its U.S. dollars in exchange for gold.  Seeing as how the Vietnam War was getting to be a costly situation and the country was running out of gold, the decision was made to end this agreement.  No longer would any foreign government be able to “cash in” their dollars for gold.  As a result of this, the U.S. government was given the “green light” to print as many dollars as they see fit.

Now come on, anytime you can create something out of thin air eventually it is going to lose its value.  It is only those things that are scarce that have value.  Since dollar bills can be created out of thin air that would make them less valuable than something that cannot.

The truth of the matter is that a dollar bill has lost 80% of its purchasing power since 1971.  In other words, if you stored a dollar bill in your cookie jar in 1971, it would buy 80% less (due to inflation) today.  This is why you must invest in something with a “real” return.

It is interesting to note, for all of the Constitutional buffs out there, that the U.S. Constitution states that “money shall be of silver and gold.”  This is not necessarily to mean that we can only carry around silver and gold in our pockets.  There is a lot to be said for the portability and divisibility of cash.  It appears that this was intended to mean that the government cannot create more money than they have gold and silver to back it up with.  What would our founding fathers say in light of what has happened in the last few years?

It is also interesting to note, for those with a religious persuasion, that the Book of Genesis refers to gold as an item of value.  Unfortunately, no mention of dollar bills is found here.

There is not a chemist alive who can replicate the formula for gold - or silver.  Ergo, in the long run as the supply of dollar bills expands and the supply of gold and silver remains limited (in fact, declining in the case of silver), gold and silver will appreciate relative to the dollar bill.

(That previous paragraph is another one worthy of a re-read.)

If your appetite (for gold or silver) is starting to get wet, here are charts (that are updated each day the commodity markets are open):

Gold chart:




Silver chart:
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Current charts can be found at:  www.kitco.com
Yes, the “trend” on both is up.

But, what if you’ve decided that gold and silver is maybe something you’d like to purchase.  Two questions remain:

1) Where do I buy it?

2) When do I buy it?

The “where” is easily answered.  Any coin dealer is a source of gold or silver.

Gold is commonly bought in one ounce quantities.  There are three major one ounce gold coins:  the American Gold Eagle, the Canadian Maple Leaf and the South African Krugerrand.  

Pricing is somewhat different.  The Gold Eagle is purchased for $20 – or sometimes slightly more - over the “spot price.”  (The “spot price” can be found at www.goldseek.com, www.kitco.com or numerous other web pages.)  It can be sold back to the dealer for the “spot price.”  Maple Leafs are purchased for $20 over “spot” and sold back for $7 less than spot.  Krugerrands, appear to offer the most value, as they sell for $10 over “spot” and receive $7 less than spot upon sale.  Discounts are given for “quantity” buys.  That “spread” – the difference between the price you pay and the price you receive at sale – is how the “house” or the dealer pays their bills.  Come on, you didn’t really expect to pay $600 and be able to sell it back for $600 in an hour?

This also highlights the idea that you are in this “game” for a little more than a day or two.  Or in other words, do not commit money to gold and silver that you anticipate you will need to spend in the coming months.

Silver is also sold in one ounce coins.  However, with a lower per ounce price, you pay fifty cents over the “spot price” to buy and sell it back at twenty five cents less than “spot.”  If you buy in one-hundred ounce quantities, the purchase price is only forty cents over “spot” with a ten cent sell back discount.  Discounts do exist for larger quantities.

Here’s the punch line for a student:  You can “get in the game” – silver to be specific – for less than $20.  Buy one or two a week.  After awhile, you’ve got some wealth in your drawer or closet.  

But, be careful, gold and silver are like “cash.”  They are untraceable.  The holder is the owner.  If you do buy, store it safely.

I am not affiliated with either of these (and will receive nothing if you go there).  Here are two local dealers that I have purchased from in the past:

Coin Gallery

4216 West Dunlap Ave.

Phoenix, AZ 85051

602.242.2885

C.C. Silver & Gold Inc.

2028 West Camelback Rd.

Phoenix, AZ 85015

602.242.6310

There are others.  Please consult your local yellow pages.

If you are interested in investing in gold (or silver) equities – stocks – the risks are greater.  But, then again, so too are the rewards.

“The costs of mining a particular body of gold-laden ore are essentially fixed.  For example, it might cost a gold company $300 to chisel an ounce of gold out of tons of rock.  If the gold price is $350, this gold company can sell its gold at a $50/oz profit.  But if the gold price goes up 20% to $420, now the same gold company can still mine gold for $300 but is now able to sell it at $420 for a $120/oz profit.  A modest 20% rise in the gold price leads to a massive 140% increase in a gold company’s profits in this example, which illustrates the incredible profits leverage of gold stocks!”

Source:  http://zealllc.com/2003/goldstk2.htm
This is what is referred to as “operating leverage.”  It is covered in accounting and finance courses.  As a result of this, the move up in the price of gold will be magnified in the gold companies’ stock.  

Here’s an example of a gold mutual fund – given its past performance – that might work better for you (and yes, past performance is no guarantee of future returns):

http://smartmoney.com/fundsnapshots/index.cfm?symbol=TGLDX
Remember, there are three questions that must be answered in the investment world:

1) WHAT do I buy?

2) WHEN do I BUY?

3) WHEN do I SELL?  

In my mind, since I’ve been “playing this game” for the past three years, the most difficult question to answer will be number three – when do I SELL?

Yes, dear reader, there will come a day when it is time to move on.

But, if you are simply interested in “getting into the game,” it is best that you understand the concept of dollar cost averaging.

On Friday, October 3, 2003 the price of gold dropped $13.  How would you have felt if you bought on Thursday, October 2, 2003?  Actually, you wouldn’t feel too bad today.  But, it might have been a “stomach churning” day or two that followed as gold regrouped.

Here’s the way I look at it:  buying gold (or silver, for that matter) is like buying gasoline for your car.  The price, at the pump, bounces all over the place.  You fill up on Friday and the price is down on Monday.  The same thing can happen with gold or silver.  In fact, when the price “dumped” on October 3, I got in line again.  I told the clerk at the dealer, “I hear you’re having a sale today.”  It turns out, they were.

Or listen to one of the masters:

“It's just very hard to buy stocks early in a bull market and to stay with those early purchases. Because the market, like the angry rodeo bull, will try every trick in the book to get you off its back. You just have to decide that ‘It's a bull market, I'm going to buy stocks, and I'm going to stay with the bull no matter what.’  This is where I believe gold and gold stocks are now. You buy 'em, you stay with 'em, you ignore the ‘rodeo bull effect.’  Upset stomachs are par for the course. Later, when gold and gold shares are much higher, it will be far easier to hold gold items.  So remember the ‘rodeo bull’ effect. The bull wants to advance with as few riders on his back as possible. It's our job to stay the course and ride this bloody bull to as far as he cares to take us.”
Source:  http://www.goldismoney.info/forums/showthread.php?t=1736&goto=nextoldest
If you are looking to take a position in anything - stocks, metals or the like – do so in increments.  Since the price may be up one week and down the next, no one knows when the best price will be had.  NO one.  If they did, that would mean that they could foretell the future.  Not even Miss Cleo could do that.  Nor can those charlatans on TV.  

Investing is like picking winners in professional sports.  

If you are becoming convinced with the argument being presented here, the best way to take a position is to decide how much you want to commit and buy at different times.

The following article, although written for the stock market, still applies to purchasing gold or silver.  Wherever you see the word “stocks” or “mutual funds” substitute the words “gold” or “silver.”

http://news.morningstar.com/news/MS/Investing101/DollarCostAveraging/dollarcostaveraging.html
Yes, I am rambling.  I have gone on for pages.  But, I wanted to give you as much to think about as possible before committing any of your own funds.  There are those that expect to watch a two-minute sound bite or read one-half page of text and have all of the answers.  Unfortunately, making an investment decision is not that simple.

The amount you decide to invest may be nothing.  You don’t buy the argument.

But, wait a second.  What is the argument?

It would seem that the strategy in the United States is as follows:

1) Print money

2) Lower interest rates

3) Let the citizens borrow the money

4) Let the citizens spend the money

5) The citizens become “rich” through borrowing and spending

Number one is the key.  Money is being printed in unprecedented amounts.  In fact, I’ve read that more money has been created on Greenspan’s watch than all others before him.

What do I think of Greenspan?  These guys don’t sound too far off the mark:

“Now, as you may know, I am no fan of Greenspan, and in fact it is all I can do to write his name without making some gratuitous disparaging remark about him, and I openly call for the complete dismantling of the entire Federal Reserve System, the burning of their offices to ashes, have every one of the employees thrown into prison, and the banishment and exile of anybody who says, or ever said, that this action was not deserved and just. This is my middle-of-the-road position. I save my extreme views for when my blood sugar gets real low, and then it expands to include such niceties as passing laws that make it legal to hunt their descendants for sport for seven generations.”

Source:  www.dailyreckoning.com (Author:  Mogambo Guru)

“When one steps back to consider all the damage inflicted thus far by Alan Greenspan and the prospective fallout unleashed by his maniacal lab experiments, the arrogance and incompetence of this man are truly breathtaking to behold.”

Source:  http://moneycentral.msn.com/content/P50523.asp
“In fact, there are few men for whom cardiac arrest would be a good career move; the Fed chairman may be one.”

Source:  http://www.gold-eagle.com/gold_digest_02/bonner090902.html
Not exactly the kind of statements you’d expect to read in the morning paper or see on the evening news.  Of the three, I read Bonner and Fleckenstein (pay for that one) daily.  I read the “Mogambo’s” sporadic offerings.  In the last few years that I have read them, they seldom miss the bulls-eye.  When all three come to a consensus, it seems worthy of attention.  (As of September 2007, all are still in agreement.)
Certainly, (highly opinionated statement here) all of his money creation will some day have negative consequences – at least to those that choose to store their wealth in dollars.  

Currently, that money has found its way to stocks and real estate.  But, just as the roller coaster goes up, so too does it come back down.  Or, as the previously cited Mogambo called it:  the roller coaster ride to hell.

If you believe that something that can be created out of thin air will retain its value, stick with the dollar.  But you should remember that since 1971 the dollar has lost 80% of its purchasing power.  Inflation robs you of purchasing power.  The goal of prudent investing is to outperform inflation and taxes for “real” gains.  But what worked yesterday doesn’t always work tomorrow.  As Marc Faber says, “the deck gets reshuffled.”  And most investors don’t realize that until most of the gains have been made.  They wait until they are “sure” (there are no “sure things’”) and they “buy high.”

Gold and silver exist in limited quantities.  In fact, silver has been running an annual deficit for a number of years – more of it is consumed than is being mined.  

Dollars are being duplicated like rabbits on fertility pills.

And one sad fact that many do not realize is that much of the debt of the US Government is unrecorded:

“For the first time, total government liabilities have topped $50 trillion, and the number is continuing to grow. The United States is bankrupt …”

Source:  http://worldnetdaily.com/news/printer-friendly.asp?ARTICLE_ID=53366
After reading this, it appears that more dollars will need to be printed.

At the present time, it would seem (opinion here) that China and other countries are happy to take our “funny money” in exchange for their gee-gaws.  It is allowing them to create the infrastructure needed to grow their economy and steal many of our jobs.  At the point when they’ve taken many of our factories and as much of our jobs as they can – that may be the point when they stop taking our dollars.  When demand dries up, the value may shrivel (crackpot theory here).  All of those foreign countries that have willingly taken our dollars hold our country’s future in their hands.  They could inflict damage to this country without ever firing a weapon.  In fact, the former Soviet Union went down without any weapons being fired.  The Weimar Republic of Germany collapsed due to economic strain.

(Aside:  Interesting “one” page article on China and their use of all of those dollars.

www.financialsense.com/fsu/editorials/schiff/2005/0627.html    dated June 27, 2005)
Rhetorical question:  Why is it that the Chinese factory worker is willing to work six days a week for less than $100 per month and live in a dormitory room that sleeps eight while the average American can “borrow and spend” to their hearts content?  What if this globalization thing and telecommunications (think person in India at call center) level the playing field between America and foreign countries?

Veteran “guru” Richard Russell has this to say:

“Only the foresighted buy gold, and that alone eliminates 99% of the population.  When you buy a diamond or a Picasso or a home you don't check in every day for the price. You simply know that it's real, and it can't be manufactured by the government at no cost.  So if you're buying anything tangible including gold for a quick profit, save yourself the trouble. Relax. You're not seeing the picture. The real picture is survival in a system that's as dishonest as the day is long. It's dishonest to create wealth without working. And that's the business the Fed is in today. It grinds out "money" while nobody at the Fed is doing any real work.”

Source:  http://www.321gold.com/editorials/russell/russell062503.html
“It seems to me that government programs such as Social Security and Medicare will have to be cut and at the same time the US money supply will have to be vastly expanded as these programs are paid for -- with more blizzards of paper. How the dollar will survive all this is a mystery to me.  But as I said, all the above make the rationale for owning gold almost irrefutable.  The US Constitution defines the dollar in terms of gold and silver, not in terms of cotton and linen.  Somewhere ahead I expect that we will witness an all-out panic to own the yellow metal.”
Source:  http://www.321gold.com/editorials/russell/russell060303.html
“The safest long-term investment today, in my opinion, is GOLD BULLION IN THE FORM OF GOLD COINS.  Why do I pick gold bullion in the form of gold coins? I pick gold coins because they represent timeless, totally safe wealth.  Since gold can't be mined as fast as paper currencies are created, the ratio of real money, gold, to paper currencies, spins up and off into the wild blue yonder. Ultimately, when holders of paper realize the swindle that they've been caught in, there'll be a panic to transfer their paper "wealth" to real money. That when the panic for gold will begin.”

Source:  http://www.321gold.com/editorials/russell/russell101603.html (first three paragraphs)

Gold (and silver) have survived for over 5,000 years as stores of value.  Every paper money system in the history of man has ultimately failed.  Every one.  

When you watch the Olympics, do you ever hear the announcer say, he or she is “going for the dollar bill”?  - Of course, not.  They are “going for the gold.”  Or, if he gets beat, he’s happy to take the silver.

In their simplest form, gold and silver are insurance.  They offer you protection that if you own them you will always have something of value.  There is a chance that assets denominated in dollars will suffer in value.

This is not Matt Damon in the movie “Rounders.”  No one is telling you to go “All in.”

At its current level, according to Richard Russell, gold is still dirt cheap (in 2007).  Or stated another way, purchasing insurance on your financial health is relatively inexpensive.  But this is no ordinary insurance.  Your car, health and home insurance eventually expire – they become worthless.  What are the chances of something that has had value for 5,000 years becoming worthless?  If a “financial fire” starts in the economy, the cost at that point to buy financial insurance will be very costly.  If you buy the argument that there could be a “financial fire,” buy your insurance now (in increments).  
Once an economic fire starts, it will be too late (similar to the point when you have an auto accident … it is too late to buy insurance then) … and, at that point, there is simply nothing I can do to help you.  Ask yourself:  Can I afford to be wrong on this one?
The eleventh reason to buy gold or silver is that you “might” make a profit.  The top ten reasons are that you are buying insurance to protect yourself against a money supply that is growing at a ridiculous rate.

The question arises:  Would you rather have something that can be created out of thin air with virtually no limits that has been backed by nothing since only 1971 or would you like to protect yourself with something that has survived the test of centuries of time?

Although there will be a point, in my opinion, when it comes time to sell your gold and silver to maximize your profits.  It might always be prudent to save a little for the duration (as insurance).  When might that time come to sell?  I’ll give you a hint:  when the local news “smiley face” starts talking about gold on the nightly newscast or when your neighbor starts buying jewelry (of gold and silver) as an “investment.”  At that point, we’ll be close.  And it seems we are, at a minimum, a few years from there now.

If you do choose to buy, be patient.  Investments take time to develop.  Sometimes they go down before they go up.  
Where will the price of one gallon of gas be in two days, two weeks or two months?  That is too short of a time period to predict.

Where will the price of one gallon of gas be in two years?  That question is a little easier to answer (I will say “higher.”)

Now, go back and substitute the word “gold” or “silver” for “gas” and ask the same questions.

Be patient … and invest money you most likely will not need for the next two years (or more).  Ideally, our patience will be rewarded.
Disclaimer:  I cannot possibly make a dime off of writing this.  No way, no how.  Yes, I do have investments (coins and stocks) in both gold and silver.  No, I am not a professional investment advisor.  I just read a lot.  Yes, I have made profits in the last five plus years.  No, the past does not always predict the future.  I wrote this to shine a light on an area that is out of the mainstream way of thinking – at least it is today.  If you feel compelled to invest in this area, do so because you believe in the arguments here.  No one can predict the future – least of all me.  Once again, investing is much like wagering on a sporting event.  There is risk.  Losses are possible.   Currently, I like gold and silver.  You need to decide, for yourself, if you do too.

