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“The QE2 Fallout Has Begun!”
“Currency wars, competitive devaluations, American 

retirees being thrown into poverty… the 
Fed’s $900 billion economic intervention 
(‘QE2’) is bringing all this, and more, 
onto our heads.

“To avoid a deflationary depression, 
the Fed is risking a runaway 
hyperinflation instead. The only 
bright side to this madness is that 
it’s still in the early stages, and it’s 
not too late to prepare. This is the 
largest single event to affect your 
personal wealth for all this year—
and probably next year as well!”

Imagine this: A certain country has a small frac-
tion of the world’s population, but has become the 

world’s most powerful nation nevertheless. Its army 
defends freedom around the world; its navy roams 
the oceans uncontested.

For as long as anyone can remember, its cur-
rency has been the world’s reserve asset of choice, 
not only for central banks but also for individual 
trade.

As a superpower, this nation is invincible. But 
for decades, it has been quietly rotting out from 
within. 

It is heavily in debt to other nations. Its cur-
rency, once based on a solid foundation of gold, is 
now a fiat currency that’s being heavily inflated. 
And thanks to an enormous trade deficit, its wealth 
has hemorrhaged out across its borders to its trad-
ing partners. 

Now the largest of these partners is waiting 
patiently for the leader’s currency to collapse. Once 
this occurs, the leader’s economy will implode. And 
this trading partner, currently playing ‘second fid-
dle’, will take over leadership of the world.

Can you guess which nation I’m talking about?

Repeating History

In the early 20th century, Great Britain was the 
world’s superpower. With colonies and dominions 
all over the world, “the sun never set on the Brit-
ish empire.” British coins and currency were used in 
trade all over the globe, used and hoarded even by 
the empire’s enemies. 

But the rot described above set in, exacerbated by 
a series of wars that even in victory, bled the nation 
dry. To pay for it all, Great Britain devalued its cur-
rency, hollowing out its economy. The empire’s fall, 
once it occurred, happened quickly. And the country 
with the largest trade surplus—the United States of 
America—then became the world’s leader.

The similarities between Great Britain less than 
a century ago and the United States today are eerie. 
There are major differences, of course. But the fall 
of Britain (which is no longer “Great”) is a sobering 
warning for America.

No nation is invulnerable to a self-induced debt 
implosion. No nation, no matter how strong its mili-
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tary, can remain a superpower when its economy 
decays from within. No currency, no matter how 

“hard,” can withstand repeated devaluations.
Politicians in Washington have forgotten these 

basic lessons of history. But as the saying goes, 
those who forget history are doomed to repeat it.

And so we shall. Brace yourself—it’s going to get 
ugly.

Destroying Our Own Currency

Last week I sent you a special report on the Fed’s 
new dollar devaluation, known as Quantitative Eas-
ing Two (QE2). It’s the subject of this issue as well.

If it seems like I’m spending too much time on 
this, please understand—my job in GEA is to warn 
you about major market moves before they happen. 
And QE2 is turning into the most important market 
event in 2010, and possibly all of 2011 as well.

There’s a reason our investment approach in 
GEA is so successful. It’s because we’re willing to 
face the truth, no matter how uncomfortable that 
might be.

Nobody wanted to listen when oil was at $36 
and I said it would hit $150, or close to it. (It did.) 
Nobody wanted to listen when gold was below $400 
and I said it would hit $1,000. (It did.) And while 
‘mainstream’ approaches have lost money, our GEA 
portfolio in 2010 produced profits/cash flow of about 
$780 per month, which doesn’t even include the 
appreciation of the positions. Our profits per trade 
have been as high as 105.76 percent. (My Gold & 
Energy Options Trader service is doing even better—
up over 3,000 percent in the past 38 months.)

I say this not to brag, but to make a point. If 
you want to preserve your wealth in the times that 
are coming, you need to see through the absurd 
rationalizations being peddled in the media. The 
lemmings are heading off the cliff, and if we’re to 
avoid their fate, we need to see what’s coming and 
act accordingly.

So let’s see what the lemmings are rushing into…

Blowback  
and Collateral Damage

Merriam-Webster defines “blowback” as the 
unintended and unwanted effects of an action. QE2 
is threatening to ignite a long list of blowbacks 
across the US economy, including:

• Crushing the bond market
• Devastating the savings and pensions of 

retired Americans 
• Igniting major currency wars and shutting 

down international trade
• Dangerous flirting with hyperinflation
• And the ultimate destruction of the dollar.

So with all this at stake, you might be wondering…
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Why Would the Fed  
Risk All This?

Federal Reserve officials realize that QE2 will 
wreak havoc across wide swaths of the American 
economy.

So why are they risking it?
Because they believe the alternative is worse. 

As I discussed in last week’s Special Report, the Fed 
recently published an analysis by James Bullard, 
president and CEO of the Federal Reserve Bank of 
St. Louis. He warned that America is on the brink of 
sliding into a Japan-style depression.

His paper was rather technical (search the Web 
for “Seven Faces of Peril” if you’d like to read it). 
Summarized, here’s what he said.

There are two stable combinations of inflation 
and interest rates. One combination is good, the 
other is bad.

The good one occurs when both numbers are at 
roughly 2.5 percent. This is where the Fed tries to 
keep the US economy. 

The bad one occurs when interest rates are at 
zero, or close to it. With rates at this level, infla-
tion tends to gravitate toward -0.5 percent—which 
means deflation.

The problem is that both of these combinations 
are “steady state” or equilibrium values. When an 
economy reaches one of these points, it stays there 
until some large external shock occurs.

America was at the ‘good’ point until the finan-
cial meltdown of 2008. That shocked the economy 
out of equilibrium, and started our slide down the 
interest rate curve. Now rates have reached zero (or 
close enough to it for practical purposes). And infla-
tion, after dipping into negative territory last year, 
is headed downwards again. Once it gets to a nega-
tive half-percent or so, we’ll be at the same point 
that Japan is.

Bullard pointed out that Japan has been “stuck” 
in this “quagmire” for a decade. And the US is now 
heading for the same pit.

The Fed is trying to avoid this fate at all costs. 
Deflation scares Fed officials, and for excellent rea-
sons. Their usual policy tools don’t work in a defla-
tionary depression.

For proof, just look at Japan. The Japanese 
haven’t been sitting passively, watching their “lost 
decade” go by. The government has been trying to 
borrow, inflate, and spend its way out of the hole 
since the whole mess began. These are the same 

techniques the Fed uses to manipulate the US econ-
omy. But at the lower equilibrium point, these tools 
have little effect. 

Bernanke and the other Fed officials would 
much rather have inflation—a beast they know how 
to fight (or so they think)—rather than deflation.

But they aren’t considering all the collateral 
damage they’re about to inflict, such as...

Blowing Up the Bond Market

I discussed this in my recent Special Report, so 
I won’t repeat it here. Briefly, QE2 is (eventually) 
going to force interest rates up. And that means 
bonds will get crushed. 

When new bonds are being offered at higher 
interest rates than older ones, you can’t sell the 
older ones unless you discount them heavily. There-
fore, investors who buy bonds at today’s low rates 
are going to get steamrolled when rates leap up.

As a result…

QE2 Will  
Devastate Retired Americans

Many Americans are dependent on pensions, 
insurance annuities, and other financial instru-
ments that rely heavily on bonds. As bonds tank, 
these funds and institutions will get hit hard. Many 
pension funds are already woefully undercapital-
ized—if bonds go south, many funds will fold, throw-
ing countless retirees into poverty.

Not only that, as QE2 devalues the dollar, the 

Quote

“Yes, the dollar must be weakened—but it 
doesn’t need to be destroyed, and a reck-

less strategy is being pursued that risks the 
annihilation of not only the dollar but the future 
standard of living of all of us. Through effec-
tive direct monetization, creating money from 
nothingness on a massive scale to cover mas-
sive federal deficits, the Federal Reserve and 
US Treasury are essentially flicking lit matches 
into a room with puddles of gasoline on the floor 
and stacks of gasoline cans rising to the rafters. 
If and when the inferno ignites, the resulting 
explosion may impoverish not only the US, but 
many other nations around the world.”

Financial analyst Daniel Amerman
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purchasing power of savings accounts, bank CDs, 
and other conservative forms of investment go down. 
This is one of the most insidious effects of inflation. 
It steals purchasing power from those who can 
afford it the least. And it all happens covertly, so 
the victims never know it.

All the above is bad enough. But QE2 also 
threatens to bring back something we haven’t seen 
for a long time…

Currency Wars  
and the Breakdown  

of International Trade

Last month’s G-20 meeting was supposed to 
unite the world’s leading economies in a fight 
against global recession.

Instead, it dissolved into bitter accusations of 
currency manipulation and vows of retaliation.

China was supposed to be the villain of the 
meeting. The US has strongly criticized the Chinese 
government for keeping the yuan low, which gives 
its exporters an unfair advantage.

But this criticism came from a government plan-
ning to print $600 billion from thin air. The hypoc-
risy of this is obvious. 

Unsurprisingly, the other nations didn’t join our 
crusade against China. Instead, they attacked the 
US for devaluing the dollar on such a massive scale. 
Emerging economies in particular are furious that 
the Fed will push Treasury yields down. 

As Treasuries become less attractive to inves-
tors, and as the US destroys the value of its own 
currency, investors will pile into other asset classes 
overseas—in the markets of our trading partners. 
These nations understand that this will drive up 
their currencies and hurt their exports. It will also 
create disastrous asset bubbles in stocks and other 
asset classes.

Our trading partners correctly perceive this as 
an assault on their economies. Many are now pre-
paring counterattacks: tariffs, duties, currency con-
trols, even (in some cases) blocking certain classes 
of imports from the United States.

Eswar Prasad, professor of trade policy at Cor-
nell University, noted that after the G-20 meeting, 
we have “a situation ripe for conflict.” And according 
to the Peterson Institute for International Econom-
ics in Washington, several of our largest trading 
partners—whose currencies were already underval-
ued—are now intervening in the currency markets 
to pull them down even further. The report noted, 

“This raises fears of ‘currency wars’ like those that 
devastated the world economy in the 1930s.”

The stage is now being set for full-blown com-
petitive devaluations—a race to the bottom, where 
all currencies plunge together. 

How QE2 Is  
Dangerously Different  

Than Previous Bailouts

Some commentators say QE2 is no big deal. 
After all, the Fed created some $1.2 trillion out of 
thin air for previous QE efforts, and we got through 
them just fine.

But there’s a key difference this time. Under the 
previous rounds of bailouts and QE, the Fed had a 
different goal, so it used a different method.

Previously, the US banking system was threat-
ening to collapse. Banks had lots of ‘toxic’ assets—
worthless debt securities—on their books. Mark-
to-market rules meant that many of these banks 
were insolvent, or close to it—even some which had 
strong cash flows and were otherwise healthy.

Banks couldn’t sell the securities, because that 
would turn massive paper losses into massive real 
ones. So the Fed created a mountain of money, and 
bought the worthless paper for much more than it 
was actually worth. The banking system was saved.

So why didn’t this mountain of money ignite a 
hyperinflation? Because Bernanke “sterilized” it. 
That’s economic jargon for canceling its effects on 
the general money supply. (See the next page for 
details.)

But here’s the key difference for QE2…

QE2 Won’t Be Sterilized

By its very nature, the QE2 money can’t be ster-
ilized. Even if Bernanke wanted to do so, he can’t. 

QE2 has a different goal than previous bailouts. 
Previously, the Fed was desperate to shore up the 
books of banks and other institutions. Sterilized 
cash could be used to solve what was basically an 
accounting problem.

But that’s not the goal anymore. Today, Wash-
ington is desperate to kick-start the economy and 
create jobs. The only way that can occur (at least 
according to Washington’s way of thinking) is to 
juice the economy with a flood of new money and get 
cash flowing freely again.
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So, even though the Fed is buying debt securities 
from banks again—the same thing it did in previous 
rounds of QE and bailouts —this time it’s different. 
This time, the money it creates must end up in the 
economy, or there would be no point in doing it.

The goal of QE2 is to inject $900 billion into the 
banking system. For this money to have an effect 

on the economy (create jobs and so on), it must be 
lent out.

But the Fed is playing with fire here. Under our 
fractional reserve system, when banks make loans, 
they create up to 10 times the base amount of capi-
tal. 

So the $900 billion in QE2 has the potential to 
become $9 trillion in new money, all entering the 
economy in a short period of time. The dollar would 
be wiped out, along with large sectors of our econ-
omy. 

That would be the extreme, and I don’t expect it 
to get that far. Let’s be conservative and figure that 
only 10 percent of QE2’s potential will be realized. 

In other words, let’s assume that each dollar 
of QE2 spending will not result in ten new dollars 
being loaned out by banks, but only one dollar. Thus, 
QE2 should result in at least $900 billion of new 
loans.

(A minimum one-for-one multiplier seems quite 
reasonable, especially when you consider that under 
previous rounds of bailouts/QE, Congress was con-
sidering legislation to force banks to lend out the 
new money they were receiving. If banks don’t lend 
out the QE2 money they get, I expect we’ll see this 
happen again.)

Since borrowers intend to spend the money they 
borrow, this means we should expect at least $900 
billion in new spending in the economy.

Even with these conservative assumptions, we 
see that…

Total Spending in the US Will 
Increase By Nine Percent

QE2 is a massive shift in our economy. Ameri-
ca’s GDP is $14.2 trillion, so there’s about $1.2 tril-
lion in spending per month. 

This means that at a mere one-for-one multi-
plier, QE2 will be a nine percent increase of all 
spending in the United States—private and gov-
ernment combined. And obviously, higher multiples 
will be even worse.

Get ready for an inflationary monsoon to roar 
through America. 

It won’t happen right away. Maybe not even in 
2011. It takes a while for inflationary forces to grow 
and build.

But such a massive intervention will have a dra-
matic effect on the US dollar, the US economy, and 
your personal wealth.

Sterilizing New Money

In previous rounds of QE/bailouts, the Fed cre-
ated hundreds of billions of dollars. However, 

we haven’t had large amounts of inflation (yet).

That’s because the Fed also took steps 
to ensure the general money supply wasn’t 
affected. During the first stages of the crisis, the 
Fed not only created money, it also sold Treasur-
ies that it owned. For every dollar it created and 
dumped into the banks, it also received a dol-
lar from elsewhere in the economy (i.e., from the 
Treasury buyer). Thus, the overall money sup-
ply was unaffected.

Problem: by late 2008, the Fed was run-
ning low on Treasuries to sell. It then asked the 
government to sell “supplemental” Treasuries, 
and deposit the money it received into the US 
Treasury’s account at the Fed. This rather com-
plicated shell game allowed the Fed to receive 
money at the same rate that it was flooding dol-
lars into the banks. Again, the overall money 
supply stayed the same.

This might seem like brilliant maneuvering 
on the Fed’s part, but it has created two nasty 
vulnerabilities. First, all these transactions have 
to be unwound at some point—but the banking 
system can not survive a draining of $1 trillion 
out of its reserves. The Fed is going to be sit-
ting on a ballooned balance sheet for a long time, 
which has a lot of risk for reasons we don’t need 
to discuss here.

Second, American banks are now sitting on 
a mountain of new money. If it all escaped into 
the economy, it would be Weimar Republic time. 

To prevent this, the Fed is paying the banks 
interest on the money. As Bernanke explained in 
a speech, “In general, banks will not lend funds 
in the money market at an interest rate lower 
than the rate they can earn risk-free at the Fed-
eral Reserve.” This has worked, so far. 

But again, the Fed is playing a dangerous 
game here—especially because this tool won’t 
work under QE2. More on this in the main text.
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Caving In To Deadly 
Temptation

The government is trying to confuse the public 
about what’s going on. Fed officials are emphatic 
that it is not monetizing the government’s debt—it’s 
merely trying to stimulate the economy. 

Well, that’s not quite a lie, but it’s close enough.
The Fed says it wants to stimulate lending by 

banks. That’s ridiculous—banks are already sitting 
on an extra $1 trillion from previous bailouts, and 
the Fed is paying them to not lend it out. If the Fed 
only wanted more lending, it would stop doing this. 

It’s also true that the Fed isn’t buying Treasur-
ies directly from the government. But again, that 
doesn’t matter. It’s buying the Treasuries from 

A Rare Opportunity
As gold prices blasted up by 24 percent this 

year, the US Mint has been overwhelmed 
by demand for its wildly popular United States 
Gold Coins. 

Again and again, the Mint ran out of gold. 
Again and again, gold coin production ground to 
a halt.

One of the rarest issues this year has been 
the 24 Karat US Gold Buffalo coins. These 
beautiful coins are made from pure gold, .9999 fine.

At the beginning of 2010, it was unclear if 
any Buffalos would be produced at all. Finally 
in late April, the Mint started selling Gold 
Buffalos.

Eager investors overwhelmed the Mint with 
orders. On September 23, the Mint ran out of 
coins, and halted all sales of 2010 Gold Buffalos 
permanently.

The 2010 Buffalos were produced and sold 
for less than five months. No more will be 
made—ever.

Last month, my investment-coin company 
Finest Known found a small cache of 2010 

Buffalos being offered 
by a private source. 

We scooped 
them up, and I 
offered them 
to GEA 
subscribers 
at wholesale 
prices. They 
vanished 

quickly.
Recently 

we found a few 
more. These 

 

are all graded by either PCGS or NGC, the 
top certification authorities. Not only that, 
the coins are all MS-70—the highest possible 
grade, meaning the coins are literally perfect. 
(Obviously, MS-70 coins have the highest 
possible investment value.)

As before, we’re offering these coins at 
wholesale prices to GEA subscribers. (I can’t 
print the price here—you’ll have to call and 
ask.) These are on a first-come, first-served 
basis. Our supplies are very limited, and I don’t 
know when—or if—we’ll be able to get 2010 
Buffalos again.

Gold has soared this year, but the bull has a 
long way to run. As the US government bailouts 
and ‘quantitative easing’ programs multiply 
(growing larger each time), I think we’ll see 
gold at $2,000 and then $5,000 quicker than 
anybody expects. 

Even if you have no investment resources 
outside of your IRA, that’s not a problem. We 
can help you protect your wealth by putting 
gold in your IRA. Call 
the number below 
for details.

These 
coins will 
vanish 
quickly. 
To reserve 
yours, call  
Finest Known 
toll-free:

(866) 697-  4653
Coins enlarged to show detail Each coin has 1 troy oz. of .9999 fine gold
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banks, which bought them from the government. 
In other words, the Fed is using our entire bank-

ing system as a giant money-laundering machine, 
to cover up what it’s doing. (The Mafia is small pota-
toes compared to our leaders in Washington.)

Nevertheless, it’s obvious that the Fed is basi-
cally printing money and handing it over to the gov-
ernment. So why bother with this farce?

Because even this thin charade is enough for 
Fed officials to deny that they’re monetizing US 
debt. And Washington knows that the “watchdog” 
media are, for the most part, too incompetent or 
too negligent to bother telling the American people 
what’s really going on. (How far we have fallen!)

The problem with this whole scenario is that it 

only works for a little while. Bond investors aren’t 
stupid, and they know what’s going to happen. With 
the Fed pouring $900 billion into the market, there 
will be a huge artificial demand for US government 
debt. Rates will be pushed down, far lower than 
their proper levels.

For the moment, investors are playing along. In 
a rigged market, you can make a ton of money—as 
long as you know who’s doing the rigging, and why.

 And right now, the Fed is a giant ‘counterparty’ 
in the Treasury market—one that can create money 
at will, with a bottomless appetite for US debt. For-
tunes can be made under these circumstances.

But the game can’t last forever. Sooner or 
later, the market will snap back to its proper level 
again. Even when the government seems willing to 
throw unlimited money into the pot, market rates 
will reassert themselves eventually. Given enough 
time, every manipulation fails—and the bigger the 
attempted manipulation, the bigger the eventual 
lashback will be.

So investors are playing along, but nervously. 
They’ll run for the exits at the first scent of trouble. 
At that point, bidders for Treasuries will evaporate, 
and the Fed will be left standing all alone as the 
only buyer.

That’s when the whole house of cards will collapse.
Debt monetization has been tried over and over 

again. It’s an overwhelming temptation for govern-
ments who have spent themselves into ruin, because 
it usually works—for a little while, anyway.

However, once it stops working, it always ends 
the same way—in a meltdown of the currency.

The United States isn’t breaking any new ground 
here. We’re just following the same well-worn path 
beaten down by countless banana republics and 
Weimar Republics and French Revolutionary Con-
ventions before us. We’re just doing it on a much 
bigger scale than they did.

And our eventual meltdown will be that much 
bigger than theirs.

So how should we as investors prepare for 
this? The key is to remember that inflation doesn’t 
destroy wealth. It just rips it away from some, and 
distributes it to others. 

Once the US starts inflating in earnest—
whether as part of QE2, or a follow-up ‘stimulus’—
and as investors flee the dollar, where will all that 
wealth go?

Get Ready for Asset Bubbles

As investors flee dollar assets and bonds, they’re 
going to stampede into other markets.

Some of those markets will be foreign curren-

Portfolio Update
In Update #995, we hedged Automatic Data Pro-

cessing (symbol ADP) by selling the Nov. $46 calls 
(ADP101120C46). We also hedged British Petro-
leum (BP) by selling its $44 calls. In Update #996, 
we sold the Nov. $85 puts (EOG101120P85) on EOG 
Resources (EOG). We also sold the Nov. $67.50 puts 
(DVN11120P67.50) on Devon Energy (DVN). 

In Update #997, we took off some hedges. On 
Energy Exploration and Production ETF (XOP), we 
bought to close the Nov. $44 calls (XOP101120C44). 
On DVN, we bought to close the Nov. $65 calls 
(DVN101120C65). 

In Update #1000, we rolled up our hedges on 
Apache Corp. (APA) and Occidental Petroleum (OXY). 
We rolled up the APA Nov. $100 calls (APA101120C100) 
to the Dec. $100 calls (APA101218C100), and the OXY 
Nov. $80 calls (OXY101120C80) to the Dec. $80 calls 
(OXY101218C80). 

In Update #1001, we rolled up more hedges. On 
Talisman Energy (TLM), we rolled up the Nov. $18 calls 
(TLM101120C18) to the Dec. calls (TLM101218C18). 
On Bill Barrett Corp. (BBG), we rolled up the Nov. 
$35 calls (BBG101120C35) to the Dec. $35 calls 
(BBG101218C35). In Update #1003, we rolled up 
our hedge on Berry Petroleum (BRY). We closed 
the Nov. $30 calls (BRY101120C30) to the Dec. $30 
calls (BRY101218C30). In Update #1005, we closed 
our hedges on British Petroleum (BP101120C41),  
Johnson & Johnson (JNJ101120C62.5), and AT&T 
(T101120C27). All were profitable. 

In Update #1006 and 1007, we noted that our 
options expiring in November were all profitable (net-
ting $2,079). 

In Update #1010, we sold puts: BP101218P39 on 
BP, and SU110122C31 on Suncor Energy (SU).

In Update #1012, we hedged XOP, DVN, and EOG. 
We sold these calls: XOP101218C50, DVN101218C75, 
and EOG101218C95. In Update #1015, we recom-
mended taking a small loss for tax purposes. We sold 
half our position in Compton Petroleum (CMZPF).
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currencies—“assets” with no inherent value other 
than faith in the financial prudence of government.

As our current situation shows, the fiat-currency 
system has failed. Now Robert Zoellick, President of 
the World Bank, is proposing to move Western cur-
rencies back onto gold once again.

This isn’t as revolutionary as it sounds. In fact, 
it’s already (although unofficially) starting to occur.

 As he noted, “Although textbooks may view gold 
as the old money, markets are using gold as an 
alternative monetary asset today.”

This is yet another sign that we must…

Prepare For a Major Shift

QE2 will have tremendous fallout across the 
globe. As investors flee dollars and Treasuries, com-
modity markets are going to balloon. Currency wars 
are on their way, which will suck down all curren-
cies into an accelerating maelstrom.

Meanwhile, several governments are taking a 
serious look at gold as a dollar replacement. As I’ve 
described in past issues, stome are quietly buying 
gold already. Other officials are openly recommend-
ing that the yellow metal resume its role as the 
foundation of the global financial structure. 

Whether or not gold resumes its official role in 
Western governments, it’s clear that the metal is 
poised for a tremendous moonshot. As a counter-
dollar asset, it will rise as the dollar falls. 

As an inherently valuable physical asset, free 
from government manipulation, it will soar as world 
governments drive their own currencies down. 

As a commodity, it will balloon upwards as 
oceans of new liquidity flood into physical markets 
and create asset bubbles.

Washington has plunged itself into a cata-
strophic mess, mostly of its own making. Whether 
or not the US can pull itself out, or whether we will 
follow Great Britain into the ‘has-been’ category of 
former world leaders, remains to be seen.

As individual investors, we can’t do anything 
about these global events. But we can protect our 
wealth from them—and potentially make huge prof-
its along the way.

The world’s economic conditions are creating a 
tremendous opportunity in gold. Even though the 
metal has made new price records lately, there’s 
still a long way to go. 

I recommend buying physical gold now, before 
the full impact of QE2 arrives. I don’t think gold will 
be at its current levels for much longer.

cies and stocks, as I discussed earlier. Others will 
include commodities, stocks, oil, and gold.

In my recent Special Report, I showed how the 
Fed is already (unintentionally) pumping up certain 
markets. 

The Fed started talking about QE2 in early 
August. Since then, here’s what we’ve seen: stocks 
went up 10.8 percent. Oil is up 14 percent. Silver 
soared by 57.6 percent. Gold shot up by 20 percent.

This is not at all what the Fed intended. Com-
modities in particular are a damaging side effect 
of QE2—in September, producer prices rose to an 
annual rate of 5.5 percent. 

This raises the costs that American businesses 
must pay for goods. At the same time, business 
owners can’t raise their own prices to compensate, 
because consumer spending is down and unemploy-
ment is high. American businesses are already get-
ting squeezed by the Fed’s actions, and it’s going to 
get a lot worse.

We saw earlier that our foreign trading partners 
will be squeezed too. That’s why they are now…

Desperately Seeking  
an Alternative

Because the US dollar is the world’s reserve cur-
rency, Washington has always believed that it can 
act with impunity. 

Government officials believe that devaluing the 
dollar will benefit the US. They also know that this 
will damage the economies of our trading partners. 

But they don’t care. As John Connally (Nixon’s 
Treasury Secretary) famously said:

“Our currency, your problem.”
Well, those days are over. Foreign governments 

have had enough of blowout spending and dollar 
inflation by the US, and are hunting for an alterna-
tive reserve asset.

Problem: the world’s other currencies aren’t 
good substitutes. The Eurozone is lurching from one 
financial crisis to another, and the euro might not 
exist a decade from now. The yen is too illiquid. And 
the yuan is too heavily manipulated.

So last month, a shocking suggestion was made…

The President of the World Bank  
recommended tying the 

world’s currencies to gold.

Ever since the West abandoned gold as the foun-
dation of its financial system, we’ve seen ‘floating’ 
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