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When investor sentiment toward a sector or 
asset class plunges into the abyss, that’s what 

market bottoms are made of.  This is the opportunity 
currently on display in the precious metals sector.  
In April, gold and silver prices hit oversold extremes 
usually seen at or near major bottoms.  

Consider the following:

•	 Market Vane’s Bullish Consensus sentiment 
indicator for gold hit its lowest reading since 
2001.  The last time sentiment approached 
2001 levels was in late 2008 as gold bottomed. 

•	 SentimenTrader.com’s gauge of public opin-
ion toward gold dipped to its lowest reading 
since 2004.  

•	 The Daily Sentiment Index dropped to an all-
time record low (with data going back to 1987).

•	 Closed-end funds tied to gold and silver bul-
lion have seen their once sizeable premiums 
over net asset value evaporate to zero.

•	 Speculative bets against gold on the Comex 
hit the highest levels since 1999, even as the 
“smart money” commercial short position 
registered its lowest reading since late 2008.

Hardy Holders of Physical Precious 
Metals Remain Undeterred
Futures and exchange-traded selling of precious metals 
by large institutions and fast-money hedge funds flies 
in the face of what long-term investors in the coin 
market are doing.  By and large, they are holding tight 
and using price dips to accumulate more metal.  Sales 
of Silver Eagles during Q1 2013 soared compared to 
last year and are on pace to break records.  

And premiums on pre-1965 90% silver coins have 
remained elevated throughout the year.  These no-longer 
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minted coins are becoming scarce because holders are 
unwilling to part with them at these low prices for silver.  
We saw a similar, though broader and deeper, divergence 
between the coin market and the spot market during the 
period of panic selling that roiled the silver market in late 
2008.  Prices got driven artificially low, stayed there for 
awhile, but then sharply rebounded.

Fundamental Drivers Remain Bullish
As compelling as the technical setup is, long-term 
investors should not base their investing decisions on 
technical indicators.  They can help you determine 
when it’s a good time to enter the market or add to 
your positions.  They can help traders ride short-term 
to intermediate-term moves. But technical indicators 
can’t tell 
you whether 
an asset’s 
fundamentals 
are favorable.

It’s the 
fundamentals 
that drive long-
term trends.  
It’s about 
basic supply 
and demand 
– central banks, investors, and growing Asian 
economies are demanding gold and silver at higher 
rates than they can be supplied at present prices.  

It’s also about the prospects for the currency in 
which metals prices are denominated.  That being 
the U.S. dollar.  Gold is attractive as an alternative 
to the dollar and debt instruments denominated in 
dollars when real interest rates are negative – that is, 
when Treasury yields are below the rate of inflation.  

In the mid to late 1970s, interest rates were 
negative.   Gold prices rocketed higher into a super-

spike in early 1980.  Over the next two decades, real 
interest rates remained positive, inflation rates came 
down, and gold prices fell.  Today, real interest rates 
are negative even using the government’s own CPI 
figures (see graph below) – and deeply negative 
using alternative, non-gimmicked measures based 
on the way the CPI used to be calculated.

Given that the Federal Reserve has vowed to keep 
short-term rates near zero through mid 2015, it’s 
very unlikely that we will see positive real interest 
rates before then.  It’s more likely that inflation 
will accelerate, driving real rates even more deeply 
negative.  When the Fed decides to get serious about 
combating inflation, when it shows that is willing to 

inflict some pain 
on the economy 
by raising rates, 
then perhaps it 
will be time to 
get cautious on 
precious metals.  
But that time 
isn’t now!

When the crisis 
of confidence 
in the dollar 
sets in and gold 

and silver start going vertical, you want to be in the 
metals themselves, in physical form, not in stocks or 
paper derivative products.  During the manic stage, 
the metals can be expected to outperform the equities, 
as they did leading up to the January 1980 high.

Downside risk exists in any market but seems minimal 
in precious metals at this point.  A few percentage 
points more on the downside if the short sellers 
manage to keep their unprecedented pressure on, 
versus multi-fold gains still available on the upside.  
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Astute contrarians are taking advantage of self-directed 
precious metals IRAs.  The firms offering self-directed 
accounts, such as New Direction IRA and Goldstar 
Trust, lack the marketing budgets of the giant 
brokerages peddling conventional IRAs.  And most 
people planning for retirement still have not done 
much critical thinking about the dangers of selecting 
long-term investments exclusively from the usual menu 
of paper securities – stocks, bonds, and mutual funds. 

But word is getting out.  Growing numbers of 
people, aghast at the war being waged on the dollar 
by Congress, the Fed, and the financial industry, are 
owning tangible assets, including bullion, in self-
directed retirement accounts. 

Investors ready to make that break now may find 
their timing is particularly good. Stocks have 
recently outperformed gold and silver, but the equity 
markets look a little overheated here.  The Dow 

Jones Industrial Average trades very near its all-time 
highs; a level that isn’t really supported by underlying 
economic fundamentals.

Now could be an opportune time to convert paper 
gains into physical precious metals. 

While gold and silver have dramatically outperformed 
over the past decade (a mega trend that remains intact), 
they have significantly underperformed over the past 
several months.  Precious metals prices have fallen back 
sharply, with hedge fund and speculator short interest at 
record levels.  Given that there has been no deterioration 
in the underlying bullish fundamentals, investors 
should consider this period of relative weakness as a big 
opportunity to accumulate undervalued physical bullion. 

If you have questions about owning physical gold, 
silver, platinum, or palladium in an IRA, please visit 
the IRA page at www.IndependentLivingBullion.com 
or call us at 1-800-800-1865.  

Value Investors Swapping Their  
High-Priced Stocks for Bullion

The S&P 500 closed out the first quarter by joining the Dow Jones in hitting record highs in nominal terms.  But 
not in real terms.  When measured against gold, the S&P 500 is still down nearly 80% versus gold since 2000!  

The new highs in the Dow and S&P confirm that we are in an inflationary environment.  What we’ve seen 
since 2009 is a massive Bernanke rally in stocks – the happy side of inflation.  It’s likely that we will very 
soon see the dark side of that inflation – record-high gasoline prices, a global food crisis, and, yes, new 
highs in gold and silver.

Stocks could easily fall another 80% in gold terms.  The Dow currently trades at about 9 times the price of 
gold.  When gold peaked in 1980, it briefly got to a 1:1 ratio with the Dow.  If the Dow lost 80% of its value 
versus gold from here, it would be worth 1.8 times the price of gold.  Assuming the Dow hovers around 
14,000, that would imply a gold price of nearly $8,000.  If at the same time silver got up to 1/20th the price of 
gold, a ratio that is conservative by historical standards, then silver would sell for $400 per ounce.

These figures aren’t predictions, just realistic potentials to keep in mind.  The biggest moves in precious 
metals can be expected to come in the final months of the bull market.  

Record-High S&P 500?   
Not in Real Terms!

By clint Siegner  
Co-Director, ILB 
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Budget-Conscious Financial Prepping When It Comes to Silver
Terry S. writes: You had a great article in the last issue [of Precious Metals Quarterly] on how to 
estimate the “true inflation-adjusted value” of an ounce of silver.  That brings to mind a question 
that’s been bugging me for a while, which might seem silly at first, but could become very important 
for budget-conscious “preppers” like myself: It is good to have a physical stash of silver if TSHTF, but 
if a single ounce will be worth so much, how will I buy smaller items?

Thanks for the kind words about the last issue.  Right now among the public, complacency is high and 
inflation fears are low, as everyone seems convinced the Federal Reserve will be able to keep interest rates 
ultralow and do “QE” in perpetuity without causing any inflationary side effects.  When inflation more 
noticeably heats up and the public starts seeking protection from it, silver will likely gain tremendous 
purchasing power – that is, increase in value in real, inflation-adjusted terms.

As I’m sure you know if you’ve been holding silver for any significant length of time, when silver moves, 
it doesn’t move in baby steps!  The more silver gains in purchasing power, the more you’ll want to possess 
fractional-sized silver for bartering and trade – half-ouncers, U.S. 90% silver quarters and dimes minted 
before 1965, etc.  You might even consider adding copper to your barter kit.

The metal value of a copper penny (minted from 1909-1982) is 2.4 cents. Currently circulating nickels 
are 75% copper/25% nickel and have an intrinsic value of 5.1 cents at current metal prices.  Although it is 
currently a violation of government regulation to melt down nickels for their metal content, it is not illegal 
to hoard them!  At some point, rising base metal prices will force the U.S. Mint to produce nickels out of 
cheaper metals such as zinc (which is what replaced copper in pennies after 1982).

Independent Living Bullion may consider offering one-ounce pure copper bullion rounds in the future.  
At present, however, seigniorage (the difference between the value of money and the cost to produce and 
distribute it) on copper products runs high.  Minting costs, which represent a small portion of the cost of 
a one-ounce silver round, represent a huge portion of the cost of a copper round (an avoirdupois ounce of 
copper is worth only about 23 cents at current prices).

Great Question about the Weight of Junk Silver Coins
Stephen W. writes: Recently I purchased 50 pre-1965 dimes from a silver dealer.  I noticed quite a variance 
in wear on the coins, so I took several to my pharmacist to have them weighed.  The 1916 dime was the 
lightest, weighing 2.16 grams while the 1944 dime was the heaviest, weighing 2.49 grams.  However, all 
quotes for prices on this coinage are listed per net dollar value rather than the actual weight of the silver.

Should I be concerned when buying silver coinage and purchase it by weight only? Thanks for any 
insights you have. I really enjoy reading your newsletter.

Stefan Gleason responds: Decades-old circulated silver coins will vary in terms of how much wear they show. 
It’s not important when buying from or selling to a reputable dealer like Independent Living Bullion.  

Dealers price junk silver as though every dollar of face value contains .715 troy ounces of silver.  In reality, 
pristine coins have .7234 troy ounces of silver content.  So there is already a small allowance for wear in the 
industry-wide weight/pricing standard.

Continued on next page

Great Questions 
from Our Customers

Great Questions  
from Our Customers



51-800-800-1865 Spring 2013

Also, pre-1965 dimes and quarters tend to carry a lower premium vis–à–vis the silver 
spot market price than half dollars – this is likely the case because the wear tends to be 
greater on the dimes and quarters.  So that is another way in which the issue of wear 
is factored in to the price you pay upon purchase or receive when selling.

Granted, if you try to barter with a silver dime, quarter, or half-dollar that looks 
extremely worn, the counterparty to a barter transaction might reject it or want to 
value it based on its weight rather than its denomination.

That’s one reason why it’s a good idea to add fractional-size (i.e., half-ounce, tenth-
ounce) uncirculated silver rounds to your barter stash. They may be more convenient to 
use in some situations than pre-1965 coinage.

Selling Back to Us Is Easy Too
John D. asks: Now that I have bought some gold and silver, how do I unload it when the time comes?

First, we think now is the time to be accumulating gold and silver, not selling it.  However, when you need 
to sell your metals to raise cash for other needs or when you believe it is a good time to be taking profits, 
the process of selling is simple.

Independent Living Bullion not only sells metals at premiums that are low, but we pay buy back prices 
that are well above virtually all of our competitors.  We happily buy any of the popular forms of precious 
metals that we offer for sale (and even a few others), regardless of whether you purchased from us or not. 
You simply call to lock your price over the phone, ship us the metal, and we send payment quickly.

Of course, you can try to sell your gold and silver to a local coin shop and walk out the door with a check 
– but because local outfits are never as large as our company, they are rarely in a position to offer you as 
high a buyback price. They simply don’t have a rapid turnover of inventory.

We consider precious metals to be a secondary, more secure form of cash.  True, they are not quite as liquid 
as cash itself, but almost.  Holding physical precious metals outside of the banking system is a critical way 
of hedging against inflation and financial turmoil.

We’re proud to alert you that you can now buy gold, silver, platinum, and palladium online through 
our new Independent Living Bullion website.  The site features live pricing and price locking, 
multiple payment methods, secure account logins, and fast processing.  And if you invest more 
than $1,000, we will send you – at no charge – a custom-designed book safe.

Most of our customers take physical possession of their precious metals in their homes, and it 
makes good sense to store them discreetly.  Our Decline and Fall of the Roman Empire book safe 
is a great way to go.

Simply enter our website through this special url (www.IndependentLivingBullion.com/booksafe), 
and the free book safe will be automatically added to your cart.  If you prefer not to order online, 
we will also throw in this great freebie on your phone order if you mention this announcement.  
Call us at 1-800-800-1865. 

Get a Free Book Safe for Ordering  
on Our New Website!

The
Decline and Fall

of the 
Roman Empire

Edward Gibbon

Edward Gibbon

TheDecline and Fallof the Roman Empire

bo
ok stack
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Savvy precious metals investors have long understood 
the value of purchasing privately minted silver 
rounds, making them one of the most popular 
forms of silver bullion.  But with premiums 
rising on other forms of silver, silver 
rounds have become an even better 
way to accumulate silver at low cost.

Since its inception, Independent 
Living Bullion has been known 
for our flagship product, the 
“Don’t Tread on Me / Boston Tea 
Party” 1-troy ounce silver round – 
minted in the U.S. of .999 pure silver.   

Rounds look just like coins, but are privately minted 
products – meaning they’re not produced by a 
government mint and therefore don’t have a legal 
tender value.  As a result, they aren’t properly called 
“coins.”  Even without a face value denomination, 
silver rounds are easy to recognize, since they are 
stamped with their weight and purity.

The main advantage of the 1-oz round is the fact 
it offers the same amount of silver as the popular 
government-minted coins – such as the American 
Silver Eagle, Canadian Maple Leaf, and a few others – 
but at a premium over the spot silver price that is far 
less.  Quite simply, those looking to make a purchase 
of silver in a 1-oz form can acquire more ounces for 
the money compared to coins. 

New factors at play in the retail bullion market this 
year make an especially strong case for purchasing silver 
rounds.  The availability of some sovereign silver coins 
has been spotty, as the government-run mints that 
produce them seem unable to meet the strong demand.  

For instance, the U.S. Mint suspended sales of Silver 
Eagles for a full 10 days in late January and has rationed 
the coins ever since.  This has resulted in delivery delays 
and an increase in what was already a high premium.  
The situation in 2011 was even worse when the Mint 

had to open up a second minting 
operation just to keep up with 

demand.  Premiums rose and lead-
times were extended significantly.  
A continuous failure to meet 
demand may ultimately force 
Uncle Sam to “cry uncle” and 

reduce production to a point that 
drives premiums on Silver Eagles 

through the roof.

During the first four months of 2013, the 
demand for silver bullion in the 1-oz form – both 

the rounds and the coins – has increased in part 
because of extreme tightness in the retail market for 
the 90% U.S. silver coins (aka “junk silver”).  90% 
silver coins have been a favorite among those looking 
for fractional silver coins at low premiums.  But 
premiums have risen significantly, as the supply for 
this no-longer-minted product continues to dry up.  

Since we highlighted this dynamic in the Winter 2013 
issue of Precious Metals Quarterly, the availability of 
90% silver coins has diminished further.  As premiums 
rise, 90% silver dimes, quarters, and half dollars are on 
their way to becoming the most expensive way to buy 
silver bullion on a per-ounce basis.  (As of this writing 
they are still just below the price of Silver Eagles on a 
per-ounce basis – but the gap continues to narrow.)  

As premiums rise on scarce 90% silver, silver rounds remain 
plentiful at nice low premiums.  This could change too.  

With ever-increasing demand for physical silver – 
much of it coming from those who believe the white 
metal is at an artificially low point in the futures 
market and likely headed higher soon – the private 
mints may at some point have a hard time keeping 
up with demand for silver rounds as buyers turn away 
from all the higher priced alternatives.

For now, silver rounds are still a fantastic, cost-effective 
way to accumulate silver.  

1-oz Rounds Now Selling at a  
Discount to Other Silver Products

By Mike gleaSon  
Co-Director, ILB 
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Tumultuous Events Spark High Public 
Demand for Physical Metals

Gold and silver investors haven’t had much to cheer 
about over most of the last two years.  The 
fundamental reasons to own metals 
keep multiplying, but that fact isn’t 
reflected in recent price performance 
(which has been sideways to down 
since mid 2011).  Frustrated investors 
are wondering why the market isn’t 
responding.

Those watching the gold and silver 
futures markets closely raise legitimate 
questions about manipulation and 
broken price discovery.  Big players such 
as JPMorgan can orchestrate short-term moves, but as 
silver market guru David Morgan has outlined, it does not 
appear they are able to control the long-term trend.  Over 
the past decade, market forces did work, driving the gold 
price from $250 to $1600 and silver from $4 to $29.

Market forces are at work right now – albeit slowly.  
It appears the long price consolidation period may be 
nearing its end.  

The effects of lower gold and silver prices began 
impacting secondary market bullion products several 
months ago.  Premiums jumped in pre-1965 90% silver 
coins first.  The supply coming to market dwindled as 
investors chose to hold out for higher prices.  Today, 
dealer inventories are nearly wiped out and premiums 
have ratcheted to the highest level in years.  Gold 
Krugerrand premiums are also significantly higher.

These effects are now spreading.  Higher prices for 90% 
silver coins and Krugerrands is stirring increased demand 
other popular products.  Overwhelming demand for 
Silver Eagles blindsided the U.S. Mint.  

In the first three months of the year, the Mint sold 
more than 14 million coins – an all-time record.  They 
stopped accepting all new orders for two weeks at the 
end of January in an attempt to catch up, but by the 
end of March they once again had problems delivering.  

Mint officials put dealers on “allocation” – meaning 
demand outstripped their capacity 

and production had to be rationed.  
Result: premiums took an immediate 
jump and lead times for delivery 
moved out – especially on larger 
orders.  Silver Maple leaf premiums 

quickly followed suit.

The net effect of this strong physical 
demand is higher bullion premiums, 
even as the spot prices languish.  

And developments in the gold and 
silver futures markets signal that higher spot prices 
may also be on the way.  The current set-up in those 
markets is a familiar one.  On one side are the large 
commercial banks – JPMorgan, HSBC, and others – 

Premiums on South African 
Krugerrands, available only on 

the secondary market, have risen 
sharply in recent months.
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busily shedding the short positions they had put on to 
drive prices down.  On the other side are the hedge funds 
and speculative interests, adding shorts.  In fact, over the 
past weeks, the Commitment of Traders report shows 
hedge funds quadrupling bearish bets on silver.  

With positions on both sides currently sitting at 
extreme levels, the shorts may soon be in for a nasty 
surprise – at least if history is any guide. One could 

say the record of trading success enjoyed by the large 
commercial banks is “uncanny.”

Current events are one of the big wild cards in the 
precious metals markets.  Recent news in Cyprus 
provided some tailwinds.  Coverage of bank closures 
and deposit confiscations there sparked a rush of 
phone calls to Independent Living Bullion and other 
dealers around the country as investors considered the 
ramifications.  It was a pointed reminder for anyone 
paying attention that serious risks to the financial 
system remain.  Governments desperate for cash may 
stop at nothing.  

Tumultuous Events Spark High  
Public Demand for Physical Metals
continued from previous page

Cyprus Bank Raids  
Serve as a Warning to All Savers

The draconian bank closures, capital controls, and 
confiscatory deposit “taxes” imposed recently in 
Cyprus point up the risks of holding wealth inside 
the banking system.  

Despite what the bankers and the bureaucrats say, similar 
outcomes could befall holders of accounts in other 
troubled banks in Europe and potentially even the U.S.

Here are some important lessons to be garnered 
from the seizures of Cypriot bank deposits:

1.  The banks aren’t fixed. EU officials made 
repeated assurances to their citizens that the 

problems in the financial system are contained and 
recovery is just around the corner.  They crowed 
proudly about taking bold action to avert crisis.  Such 
posturing by central bankers seems awfully familiar.

In reality, bankers everywhere are up to their necks 
in bad loans and other worthless investments, 
and the only question is who will take the hit on 
those lousy bets. If the banks are allowed to fail, 
its creditors (depositors) could be wiped out. If 
bureaucrats confiscate deposits directly, then savers 
are sure to take a big hit. If central banks print the 
money needed to bail out the banks, all holders of 
the currency stand to get decimated by inflation.

2. Depositors will not realize there is a problem 
until it is too late.  If you are an official 

planning to confiscate deposits, the element of surprise 
is paramount.  Bank customers should expect zero 
advance warning.  They will discover the problem 
when the doors to their local branch are locked and 
ATM cards no longer function.

• Anyone with 100% of their assets tied up in the 
financial system should diversify immediately.  

• Anyone with an uninsured bank balance 
(more than $250,000 in the U.S.) is begging 
for trouble. If watching the steady erosion of 
purchasing power isn’t enough incentive to 
move quickly, the threat of losing uninsured 
balances outright should be. 

• And anyone counting on access to bullion stored 
in a bank safe-deposit box should consider taking 
personal possession of some or all of their holding.

3. There is no assurance bank closures and 
deposit losses won’t happen here.  The Federal 

Reserve will most likely bail out U.S. banks in the 
event of another financial crisis.  Acting as a lender of 
last resort to the private consortium of major banks 
that own it is after all one of the Fed’s primary 
functions and that is the role it played during the 
2008 meltdown.   But, surprisingly, EU officials 
didn’t choose the print button and opted instead for 
outright seizure. It could happen here too.  


