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Graph 1: Gold, Equity and B ond Intrinsic Values

VAL THAL RESEARC (T, Sy 2,

| - .

oA il
CASNCNLY (TNPYA

D VAN VN

o

AW
e

N/
VALU-TRAC RESEARCH LRI =
R. Peter W. Millar CA - intemational Inv estment Counsellor o
Authorised and regulated by the Financial Services Authority
SEC Registered Investment Advisor
www._valu4rac.com

Tel: +44 (0)1343 880217 Orton, Moray,
Fax: +44 (0)1343 880267 Scotland IV32 7QE

The relevance and importance of Gold in the World Monetary Svstem

Introduction

Most investments (equities, bonds, gold and commodities) have an “Intrinsic Value”, existence of which justifies an
investment. For bond and equity markets, he Intrinsic Value stems from the annual income stream, which can be
valued and related to prices. Price changes occur as a result of market arbitrage between competing income streams
and their Intrinsic Value yields. Knowledge of Intrinsic Value yields therefore provides a means of successful strategic
and tactical asset allocation, while knowledge of the behaviour of Intrinsic Values also provides a means of timing
investment decisions,

For investments which produce no income, such as Gold and other commodities. Intrinsic Value can be measured in
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Another Perspective

Two weeks ago, before Jamie Dimon’s thoughtful diversion, Charlie Munger of Berkshire Hathaway instructed
viewers of CNBC that “civilized people don’t buy gold, they invest in productive businesses”. Munger was right in
that civilized people invest in productive businesses and was right to imply that gold is a non-productive rock, but,
in our humble opinion, he was wrong to suggest that gold does not have significant upside as an investment
currently (even more than BRK/A?).

Gold has always been money, as are dollars, euros and yen. It is not a currency or media of exchange presently
because no one directly exchanges it for goods, services or assets and it has not formally collateralized other
currencies since 1971. However, were gold to once again back today’s baseless currencies, then it would be
astonishingly cheap at today’s exchange rates with them (i.e. g i and by extension cheap to most
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