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Crypto-Currencies Are The Ultimate Fiat Currencies

They are backed by nothing, no one stands behind them, and they are 1ntang1ble

§Whlle investors in crypto-currencies share a distrust in government-issued :
.currencies with many gold investors, crypto-currencies are in fact the ultimate ﬁat
.currency.

%National Currencies:

| Backed by the ‘full faith and credit’ of a government.
Issued at will by governments, unlimited supply.
No tangible asset backing.

Crypto-currencies:
E Backed by faith in anonymous internet entities.
Issued through mechanical processes, in theory has limited supply but
in reality has unlimited supply.
No tangible asset backing most crypto-currencies .

§Gold:
No entity backing.
Limited supply.
Tangible asset backing.
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Crypto-currencies are the anti-thesis of Gold
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Equities, not bitcoin, are ‘distracting’ gold investors

Equity markets are distracting investors away from gold.

Cryptocurrencies are a sideshow compared to real financial markets.

Crvyptocurrencies Gold Eg Uities

~$720 billion value $3.3 trillion physical holdings  $68 trillion
~$6 trillion derivatives $ quadrillions derivatives

< 1 million invstors BﬂliOIlS Of investors BllllOIlS Of 1IlVCStOI‘S
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cryptocurrencies
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It is not bitcoins or other crypto-currencies, and
it is not blockchains, but

distributed ledger protocols that are powerful and important.
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Invest In Gold

CPM advised clients to think of precious metals as a series of separate investments.

One part of it is insurance, against both catastrophic financial and political events, but
also against smaller problems and dislocations that arise.

A second part of one’s precious metals holdings should be a core portion of one’s
wealth.

A third part should be more investment oriented, rising and falling as a proportion of
one’s portfolio, depending on economic cyclical shifts.

A final portion might be a shorter term, more speculative or opportunistic
investments.
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The Optimal Allocation To Gold

_ A portfolio with 25% of its assets in gold had the best risk: reward ratio in the years 1968 - 2016
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Gold as Percentage of Financial Assets

Gold as a Percent of Global Financial Assets
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Shorter Term Investing Can Be Highly Profitable

These are the results of an actual trade CPM structured for clients on 7 October 2016, to take
advantage of an expected increase in gold prices leading up to the 8 November election. The trade
was intended to be liquidated around the election, on 8 or 9 November, as prices were expected to
decline sharply after the election. The trades were liquidated 9 November.

Per Ounce
Initial Trade Closed Out Position
7 October 2016 9 November 2016
Dec16 options - Expiry 22 November
Actual Pricing Actual Pricing

$1,256.00 $1,303.00 8:40 AM
Priced at Strike Premium Premium Cill:;?ieér;)g;
Buy Call $1,300 -$9.20 Sell Call $17.50 $8.30
Sell Call $1,350 $2.80 Buy Call -$4.00 -$1.20
Sell Call $1,350 $2.80 Buy Call -$4.00 -$1.20
Buy Call $1,400 -$1.10  Sell Call $1.10 $0.00
Premium Paid -4.70 Premium Received $10.60

) Net Gain/Loss $5.90

Value Per 100 - oz Contract -470.00 $1,060 $590
Gross Profit 125.5%
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Such Strategies Work Repeatedly

Such trades do not need events to drive them. They can be developed and managed on an on-going
basis. These are the results of an actual trade CPM structured for clients on 11 April 2017, to take
advantage of an expected decrease in gold prices. The trades were liquidated 9 May.

11

Per Ounce
Initial Trade Closed Out Position
11 April 2017 9 May 2017
Junl7 options - Expiry 25 May
Actual Pricing Actual Pricing
$1,273.00 $1,221 9:26 AM|
Priced at Strike Premium Premium Ch.at'lge from
Initial Trade
Buy Put $1,250 -$14.72° Sell Put $31.40 $16.68
Sell Put $1,220 $6.18 Buy Put -$10.40 -$4.22
Sell Put $1,220 $6.18/ Buy Put -$10.40 -$4.22
Buy Put $1,190 -$2.42" Sell Put $1.90 $0.52
Premium Paid -4.78 Premium Received $12.50
Net Gain/Loss $7.72
Value Per 100 - oz Contract -478.00 $1,250 $772
Gross Profit 161.5%
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Equities ‘Distract’ Investors From Gold Shares, Too

Major Gold Company Index and the S&P 500

Daily Data, Index 100=2 January 2008, Through 9 January 2018
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The NYSE Arca Gold BUGS Index is a modified equal-dollar weighted index of companies involved in major gold
mining. The index was designed to give investors significant exposure to near term movements in gold prices by
including companies that do not hedge their gold production beyond 172 years. The index was developed with a base
value of 200 as of March 15, 1996.
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A Turning Point

Nearing

Supply

Global Gold Mine

Global Gold Mine Supply
Annual Data, Through 2026
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Gold reserves are at an all time high

Gold Reserves and Reserve Base

Million Ounces Million Ounces Bad data suggest
3,500 3,500 reserves are at
O Reserve Base MEReserves hlStOI‘lcal IOWS
3,000 3,000
They are not. In
2,500 2,500 fact, they are higher
than ever before.

2,000 2,000
And, these reserve
. 1500 figures exclude
Lo00 oo massive resources,
including
500 500 mineralized
properties in China
O oo o oo b e e b e e 0 and Siberia.

5557596163 6567697173757779818385878991939597990103050709111315

Source: USGS.
Notes: Reserve Base refers to the Measured and Indicated Resource. USGS discontinued its reporting of the
Reserve Base as of 2009.
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Research-Driven Research and Consulting

Research
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Perspective Flies Out The Window

This montl's report b twa armicles wp from. The first
concerns the volaiility ihot has roded all financisl mar
kers, amd some govermments. over the pert wonth Miich
of ihe volaiility originated in changes the Chinese gave
md Peaple s Bank of China (PBOC) infiil
1 July but becoming more apparent i Atsgust
‘these changes will bear long-term positive frwit
The shifl 4o @ nev world paradigm for financial and
moneiery markets caught a lor of iwvesiors by mrprise
havwever. Furthermory, the changes and the markel reae-
Hons spawned an shisene ameoint of wtally preposterous
aned oversised fears i plobal commodities, equities
fixed incawre, and currency markets.

Mot Sl dabed Laiir: ¥ 0

- -~ Consulting

The fieit article deals with precions mials markers over
the paast etk cnd where they are likely fo head.

Asset Management

The swecond anicle focuses ow the tmmediaie and long- Tms i

term implications for gold markets and prices of @ mgjor e Tl

shifh i the FBOCs posnure toward ol nim + "
Afer fulling sharply i July and easly August procions . . o

metals prices recovered by the end of tie month. Gold
prices had the sironges! recovery. finishing the month
§1,132, up from $1,085.30 an $ Anguai, the lowest settle

=+ = Commodities Management

meni price since February 2010, and up from $1.094.50 .
on 31 July 3015, Other precious metals prices were lso (0% fmkred
up from the lows tha they reached during the first few gy
doys of Angust. but silver and palladinm remned bekow s s s mmm  EEm
{hetr settlement prices of the end of July while platimam Cmte ooy M w— L
Toke 2.6% over the course of Angest to §1.010,50 from S * o o
he end of July - s o e
St + meew  mem . .
The reboumnd in gold prices, primurily. roflected investors T s . ™
g Lot e B TR ol i nvestment Bankin vice
was some increase in fredh long demand, but most of the e > ——
burying seemed 1o be from imvesiors buying back their e == * )
hort positions. Total open inlerest on the Comex goli Ml
fluinres mosket dropped -7 4% from the kow of gold prices ¥ . : pres
on 24 July o | September et ’ w—w
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