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recious Metals Specialists at Independent Living
Bullion field lots of great questions from customers who are new to buying physical bullion. One of
the biggest is “What should I buy?”
The first rule, as has often been addressed in Precious
Metals Quarterly and in the paid subscription newsletter Independent Living, is to avoid collectible or
numismatic coins and the exceptionally high premiums
that dealers charge for them. So we won’t review this
subject again in this feature article. Rather, we will
discuss how to determine which of the precious metals
to own and provide some guidance regarding which
bullion coins, rounds, or bars will meet your objectives.

Should You Buy Gold, Silver,
Platinum, or Palladium?
Silver looks undervalued relative to gold at the moment. The gold / silver ratio is currently around 50,
which is to say one ounce of gold is priced at about
50 times the price of an ounce of silver. This ratio has
generally been much lower on a long-term historical
basis. Combine that with some pretty compelling
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supply /demand fundamentals, and it appears silver will
continue to outperform over the medium to long term.
That said, the 2011 price action is a prime example
of why owning gold makes sense in circumstances of
extreme fear and uncertainty. As the European debt
crisis grew and world economies again began to slow
in the fall of 2011, precious metals markets corrected.
But the gold price held up better than silver, and
volatility was much lower. Gold benefited from its
ultimate status as a safe haven and finished up more
than 10% in 2011 – its 11th straight year of nominal
dollar gains.
Platinum and palladium have seen major price corrections, and they too present an opportunity for investors who want to be more aggressive. Platinum, with
its price per ounce still below that of gold (an unusual
situation, historically speaking), looks particularly
compelling. However, both platinum and palladium
often trade more like industrial metals than monetary
platinum and palladium so, in some respect, your
investment is a bet on stabilization or improvement in
worldwide manufacturing.
Our general guidelines:
● Buy gold if your priorities are wealth preservation
and safety with lower volatility and risk – or if your
investment time horizon is under 3 years.
● Buy silver if you want a combination of wealth
preservation and greater potential appreciation.
● Buy some platinum or palladium if you want to
diversify your precious metals holdings into alternative metals with their own unique fundamentals.
Continued on next page
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federal rules relating to purity. So plan accordingly.

Determine the Purpose of Your
Bullion Investment

Even as some in the financial establishment begin to
warm up to precious metals, they continue to scoff at
the possibility of a total fiat currency collapse and the
necessity of using precious metals for barter and trade.
However, those who pay attention to history and
to current events know better than to rule out that
possibility.

In our experience, customers make a precious metals
investment for some combination of the following
reasons:
● Long-Term Appreciation
● Diversifying Their Cash
● Holding inside an IRA

History, including examples from the past decade, is
replete with currency crises precipitated by governments that borrow, spend, and devalue their currencies
to the point they utterly fail as media of exchange.
The prudent are adding some component of smallerdenomination bullion in trusted and recognizable
forms to their overall metals portfolio. Fractionalsized gold and silver products will give you more
flexibility in barter situations.

● Barter and Trade Potential
● Speculation (Including Trading the Gold / Silver
Ratio, Etc.)
Investors focused on holding for the long term should
give priority to finding the lowest premium. In a bull
market for precious metals, it is the ounces you own
that will produce the investment returns. The lower
the premium the more ounces you will acquire. (As
a general rule, premiums can be expected to fall as
a percentage of the value of a coin, round, or bar as
precious metals prices rise).

Don’t Lose Your Position in Precious
Metals by Trading In and Out

In regards to short-term trading, we caution people
to avoid trading in and out of their core holding of
Always remember to consider the marketability of
physical metal. We are in a bull market for metals,
what you buy – you will most likely want to sell at
some point! Most investors should avoid 1,000-ounce and we are living in uncertain times. World events
can move markets suddenly and without warning,
silver bars, for example. These large bars carry low
so you absolutely cannot risk giving up your core
premiums, but they could be discounted when it is
position in this environment. However, there are
time to re-sell – unless the bars have been kept in an
approved storage facility (thereby avoiding a reassaying opportunities to increase the ounces in your overall
holding by swapping one metal for another – trading
fee). There will also be a smaller pool of prospective
the gold / silver ratio.
buyers for bars of that size – especially if you are in a
hurry or try to sell back to a small coin shop rather
Currently at levels above 50, we think this ratio favors
than a large national dealer like Independent Living
over-weighting silver. Should silver prices move
Bullion.
violently upward in relation to gold, it may then make
sense to swap silver for gold. Savvy metals investors
have used this technique to reap even greater returns
– without ever abandoning safety or gambling their
position in this bull market for precious metals.

Investors with a self-directed precious metals IRA
should focus on low premiums, as they are also oriented
toward long-term appreciation. However, certain lowpremium options, such as pre-1965 90% silver coins or
gold Krugerrands, are not allowed in an IRA because of
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Keep Transaction
Costs Low

Recomended Forms

When it comes to choosing a
bullion form best suited for trading,
investors should focus especially
on keeping the transaction costs
as low as possible. In physical
bullion, there are two components
in the transaction cost; the buy-sell
spread (also known as the bid-ask
spread or the difference between the
premium you pay to buy your metal and
the premium or discount you receive to
sell your metal back) and the shipping
expense. ILB Specialists can help you
identify which forms currently offer the
lowest buy-sell spreads. They can also
help you arrange storage at a secure vault
if you would like to avoid shipping and
insurance expenses (although there are
storage fees).

Silver

Gold

Long-Term Appreciation

Pre-1965 90% silver coins,
rounds, 100 oz bars

Gold bars, Maple Leafs,
Krugerrands, Eagles

Barter & Trade

Pre-1965 90% silver coins,
American Eagles, rounds

Fractional rounds or American
Eagles (1/10th or 1/4 oz size)

Rounds, 100 oz bars

Gold bars, Maple Leafs,
American Eagles

Pre-1965 90% silver coins,
American Eagles, rounds

American Eagles, Maple
Leafs, Krugerrands

Holding in an IRA
Short-Term Trading

Gold

Pros

Most widely traded bullion
American Eagle (1 oz) coin, government guarantee of
purity and legal tender

Cons
Higher premium

Maple Leaf (1 oz)

.9999 purity, lower premium

Slightly less durable, less
popular design than Eagles

Krugerrand (1 oz)

Lower premium, long history
trading world-wide

Ineligible for IRAs

Affordable for those with
limited budgets, handy for
bartering and gifting

Higher premium than 1 oz
size

Low premium

Limited aesthetic value

Fractional
American Eagles
or Rounds
Bars

Silver

Pros

Cons

Well worn, not marked with
And finally, in many jurisdictions there is a
Pre-1965
Low premium, small denominaweight and purity, slighty more
tions,
recognizable
and
trusted
90% Coins
third component in your transaction costs
bulky due to base metal content
that must be considered – sales tax. HowNot official government issue
Low premium
Rounds
coinage
ever, ILB is not required to collect any sales
Most widely traded bullion coin,
American
tax whatsoever – even if a precious metals
government guarantee of purity
Higher premium
Eagles
dealer in your own state is. Our headquarand legal tender
Low premium, stackable and
ters is located in Idaho, and the Gem State
Limited aesthetic value
Bars
compact for storage
specifically exempts bullion from sales tax,
and the Interstate Commerce Clause of the
legal tender for their face value (just like Eagles). Buyers
U.S. Constitution also prevents your state from imposing of pre-1965 coins don’t mind that the coins are worn
sales tax on your out-of state purchases from ILB.
and that the metal content isn’t displayed.

What Do You Like?

Above are charts outlining some of the pros and cons of the
most popular bullion forms to help you zero in on which
As a general rule, the buy-sell spread is low and does
not vary a great deal from one bullion form to another. forms will best suit your needs, preferences, and budget.
However, you will pay a little more to buy American
Prudent investors who know they should take prompt
Eagle coins versus other forms of gold or silver bullion. action to build a position in physical precious metals
You can expect to get a little more for them when it
sometimes delay doing so simply because they are unis time to sell back, but the premiums on them are
sure about what to buy. We launched ILB to help new
unlikely to rise as much as the metal itself.
investors get their questions answered and get started.
Some appreciate that American Eagles are beautiful and We hope this article will help, but customers often tell
us the best thing they did to get started was pick up the
well recognized, and they are happy to pay a bit higher
phone, call 1-800-800-1865, and talk to one of our
premium to buy them. Others prefer things like pre1965 silver coins because they generally offer the lowest Precious Metals Specialists. They are happy to answer
any questions and will never pressure you to buy.
premium, are widely recognized and salable, and are
1-800-800-1865
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Safekeeping in Troubled Times:
How to Store Your Precious Metals Securely
By Seth Van Brocklin
Co-Editor, Independent Living
You own it. Now, how should you hold it?
Secure storage is important given that thefts of precious metals are on the increase – and will continue
to be as gold and silver prices rise and the economy
sinks. According to the FBI, $1.6 billion worth of
precious metals and jewelry was stolen in 2010, a
51% increase from 2005. Less than 5% of stolen
precious metals are ever recovered and returned to
the rightful owners.
There are a number of viable options for storing your
precious metals at home or through third parties.
Among them are home safes, decoy safes, ground burial,
safe-deposit boxes, and secure bullion storage facilities.

children, friends, housekeepers, plumbers, and other
individuals you invite in your home honest.
It won’t necessarily deter a committed burglar,
though, especially if the safe isn’t bolted down or
otherwise physically attached to your home’s architecture or an immovable object. A burglar armed
with a few tools that can easily be obtained at a
hardware store will be able to break open most safes.
So the most secure home safe may actually be the
one that is best concealed.

In-Home Hiding Spots

A safe may not even be necessary if you have a few
clever hiding spots – atEach of these options have their own advantages and tic, beneath floor boards,
disadvantages that should be considered. It’s not so behind a furnace or refrigmuch a question of which one to employ. It’s more a erator, etc. An effective
question of which ones to employ in order to balance hiding place can even be
the primary concern of safeguarding your precious
one that’s in plain sight. A
metals from theft with the secondary concern of
burglar is going to look for
ensuring at least some of your metals are readily
jewelry boxes and safes and
accessible at all times.
ignore most of what’s right before his eyes.

Home Safes

A diversion safe that resembles a common household
product such as a can of shaving cream will easily fool
most thieves, provided it looks genuine and is in an
appropriate location (a can of Barbasol doubling as a
safe belongs in a bathroom next to shampoo, lotion,
etc.; not by itself in a bedroom closet). You can buy
diversion safes through Brickhouse Security (800654-7966; www.brickhousesecurity.com), Amazon.
com, and possibly a specialty store in your area.

It is prudent to diversify
your storage locations and
methods to manage your
exposure to the risks of
theft, fraud, and disaster.
By so doing, in the unlikely event that one of your
precious metals stashes
disappears entirely, you’ll have backup holdings to
prevent a total loss of your precious metals wealth.
I do suggest, as a starting point, that you have at
least some sizeable emergency cache at home for
ease of access. A good home safe is a logical place to
store some of your precious metals. It will help keep

However, you don’t even need to buy a diversion
safe when you can easily create one out of containers
you already have in your house. Boxes, canisters,
cans, or bottles with recloseable lids – anything that
is able to hold valuable contents without drawing
attention to the fact could potentially be used.
Continued on next page
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Bury It!
To make a portion of your precious metals stash
virtually impossible to be discovered by burglars,
bury it deep in the ground.
This method provides
your gold and silver greater
protection from theft, but
at the cost of limiting their
accessibility. So it’s a longterm storage solution only!
Bury your precious metals cache near visible
landmarks that will still be around years from now.
Be sure to place your precious metals in a sturdy,
water-tight container. Let one highly trusted person
know of the whereabouts of your cache in case your
time on Earth ends before you can retrieve it.
Have a cover story ready for nosey neighbors who
may observe your digging. This points up the
general importance of not talking about your precious metals ownership with anyone who isn’t very,
very close to you. We all enjoy talking about things
that we value personally, financially, ideologically.
Avoid the temptation to talk about your own physical precious metals holdings.

Safe-Deposit Boxes
Entrusting some portion of your precious metals to
a third-party’s vault offers both security and hasslefree convenience. Bank safe-deposit boxes are a
popular choice and are more secure from actual theft
than most home-storage methods.
Safe-deposit boxes
have a number of
drawbacks, though,
including limited
accessibility (banking hours only) and
privacy concerns.
You may be observed by bank staff or other customers taking gold
coins into or out of your box. Banks are notoriously
bad about protecting customers’ privacy, in large
part because FinCEN and Patriot Act rules require
1-800-800-1865

all financial institutions to keep records on their
customers. Safe-deposit box contents can be seized
by the IRS, other government agencies, or, in rare
cases, private creditors.
The contents of safe-deposit boxes are not covered by
FDIC or other insurance. You can add riders to your
homeowner’s policy to cover precious metals stored
in your home, typically at an annual cost of around
1% of their value. But reporting your bullion to an
insurance company also entails a privacy trade-off.

Secure Bullion Storage Facilities
As suggested previously in Precious Metals Quarterly, for large holdings, a bullion vaulting service
may make sense – provided it’s in allocated or
segregated storage. One such maximum-security
service is Idaho Armored Vaults, which ILB has vetted [Editor’s note: please contact Independent Living
Bullion at 1-800-800-1865 for more information
about this or other options].
I suggest avoiding ETFs, pooled accounts, or
“warehouse receipts” issued by brokerages, banks, or
other financial institutions. Remember MF Global?
Investors who held warehouse receipts for gold and
silver bars within MF Global accounts had their assets
frozen and pooled together with those of other customers of the failed firm and were told they’d get back
about 72 cents on the dollar. Investing in precious
metals using proxies and paper instruments is more
dangerous than ever in the current environment.

The Bottom Line:
Be in Control of Your Wealth
Follow these guidelines, diversify your storage methods,
and your risk of losing your bullion will be very small.
Hold your wealth in mere dollars, and your risk of losing purchasing power over time will be approximately
100% – with an outside chance of a sudden catastrophic loss due to a collapse of a financial institution
or an orchestrated currency devaluation!
Bullion isn’t risk-free – no asset is – but unlike
financial assets that you have no direct control over,
you can take full control over your own gold and
silver coins. That’s the bottom line!
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“Rare” Coin Rip-Off Alert:

Morgan Dollars Are a Dubious Silver Investment
By Mike Gleason
Co-Director, ILB
Casual investors looking for a recommendation on
what type of silver to buy will often hear the same
answer from a typical coin dealer, that being, “well
Morgan Dollars, of course.” But sadly, accumulating
these historic U.S. silver coins often ends up being a
big mistake.

coins that we’ve been warning our customers to steer
clear of. Just like the common early 1900s gold coins
frequently peddled to unsuspecting buyers by rare
coin shysters, the spread between the buy and the sell
prices on Morgan Silver Dollars is also awful, thanks
to outrageous markups.

Morgan Silver Dollars were minted in the late 1800s
and early 1900s,
contain 90% silver
(the rest being
copper), and are
considered to be
semi-numismatic
coins. They are
not unlike many
other so-called “rare”

A number of tricks and deceptions are used to sell
Morgan Silver Dollars (and Peace Silver Dollars).

The Silver Content Deception
For example, the silver content is actually just a shade
over three quarters of an ounce (.7732 troy ounces to
be exact), but slick marketing materials often imply
that these coins contain a full ounce of silver!
Here’s a typical sales pitch: “The price of silver is $30.
If you call company XYZ today, you can buy the popular
Morgan Dollar for just $32 each.”

Expert: Silver Prices
Set to Double

Sounds like a fair deal, right? Well, the melt value of
a Morgan Dollar at that silver price is merely $23.20.
What may have appeared to be a modest premium over
the melt value (of just 7%) is nearly 38% in reality!

When asked about what to expect in the precious
metals this year, silver expert David Morgan,
editor of Money, Metals, and Mining newsletter,
responded:

But when selling these common Morgans back to a
dealer, you’re likely to receive no more than a few
percent above the melt value, making the all important buy-sell spread 30% or more. This is a 30%
loss assuming silver prices were unchanged; it would
require silver to rise about 30% just to get back to
break even.

“I think you’re going to see a lot of movement
in both directions, but overall the trend will
be higher, and I’m expecting to see silver pretty
much double over the course of 2012... going
from roughly $30 to roughly $60. [And that’s
a] breach of the $50 psychological barrier
that’s held silver down. Now, it’s going to take
some work to get through that, but I believe
this is the year that it will happen, and I believe that once we get through that psychological barrier that will become a floor for quite
some time.”

Conversely, investors who avoid these types of collectibles and instead stick with bullion coins, rounds,
and bars enjoy buy-sell spreads well under 10% – and
sometimes as low as 3 to 4%.
Even bags of Morgans (and Peace Dollars) that are in
the worst possible condition are substantially less cost
effective than buying standard pre-1965 silver coins.
(These mangled Morgans are sometimes referred to as
“culls” or “worse than culls.”)
Continued on next page
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tax return. No matter what the fast-talking salesmen
say, sellers of numismatic or semi-numismatic coins
have the same obligation bullion sellers do to report
gains “voluntarily” on their tax returns, so there are no
meaningful tax or privacy advantages to such highpremium coins under current law. (Long-term capital
gains are taxed at the same 28% “collectibles” rate.)

Confusion over Value of Graded Coins
and Their High Buy-Sell Spreads
Complicating the issue further is that Morgan Dollars
are sometimes graded and
slabbed, which can also
create confusion as to value.
Graded coins tend to be
worth more because of a
higher collectible premium,
but market prices vary greatly
based on mintage year and
the condition in that year.
Some years are more sought
after than others. And the
higher the grade or the better
the condition, the more desirable the coin generally is.

There aren’t too many forms of silver that rare coin
dealers can make significant money on (they generally
focus on gold coins). But, of silver items, Morgan Silver
Dollars are their favorite – paralleled only by hyped up
“collectibles” like American Silver Eagle Proof Coins.

Chinese Counterfeiters
Are Getting into the Action Too
And if the reasons above weren’t bad enough, the news
of Chinese-produced counterfeit Morgan Dollars
has further tainted the market for these coins. These
knock-offs have emerged in recent years and are so well
produced that many have made their way onto the U.S.
coin marketplace and may be offered for sale by unscrupulous or simply naive coin dealers.

But unless you are a savvy collector and really know
the market, it is difficult to avoid getting taken for
a ride. The rare coin peddlers are well known for
distorting the facts about exactly how rare a coin is or
which years are best. Too many people simply take
a salesman’s word for it and end up regretting their
purchase decision terribly down the road as a result.
And even if the market price is accurate, there is still
the problem of massive buy-sell spreads which generally confiscates 30% or more of your return upfront.

Bottom line: unless you are a collector at heart with
money to throw around, or you have an affinity for
these coins due to personal nostalgic reasons, we suggest you instead stick with bullion coins, rounds, and
bars only – at prices close to their actual melt value.

The “Non-Reportable” Lie
Finally, there is the bogus “nonreportable” claim made by marketers of
Morgans. They assert that these Morgan
Silver Dollars afford greater privacy or
even immunity from capital gains taxes.
The truth is that virtually all bullion purchases and most sales by
individuals do not have to be reported
by dealers to the government. (For
specifics on the rare circumstances
in which reporting requirements
could be triggered, please visit www.
IndependentLivingBullion.com.)
Your ownership of a bullion coin is
almost never reported to, or known
by, the government unless and until
you sell the coin for a capital gain or
loss and you report it yourself on your
1-800-800-1865

Sales of Silver Eagles Skyrocket
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Sales volume on Silver Eagles is a good barometer of retail demand for
physical bullion. Sales have set a new record every year since 2007 – the
same year that the horribly flawed policies of bailouts and money printing
began registering with the public. The trend appears likely to continue.
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Secure Your Retirement with
a Precious Metals IRA
There is no substitute for holding physical precious metals in your IRA. It’s a safer approach than owning paper alternatives
such as precious metals ETFs or even mining stocks in your retirement account. And for many years, gold and silver bullion
has substantially outperformed more conventional – but highly unstable – investments such as stocks or Treasury bonds.
Not only can you purchase, hold, and sell physical precious metals using a tax-advantaged Self-Directed Precious Metals
IRA account, but also you can withdraw your bullion and take direct physical possession of it under normal IRA distribution
rules. Few Americans have any idea about these fantastic options, because their brokers have never told them!
Here’s how easy it is to get started:

Step 1:

Establish and Fund a Self-Directed IRA.

Choose one of the following trustee companies that have been fully vetted and approved by ILB.
GoldStar Trust Company is an independent trustee that charges very low fees and
provides flexible IRAs to hold physical precious metals. Your metals are stored in a
maximum-security depository in Delaware in either an allocated or unallocated account
(your choice). You can call Independent Living Bullion and ask us to send you either
a traditional IRA or Roth IRA application, or simply download it from our website at www.IndependentLivingBullion.
com and begin the process of establishing and funding your precious metals IRA. If you would like assistance in
completing your application, call GoldStar Trust at 1-800-486-6888 or email info@goldstartrust.com.
Mountain West IRA provides even greater flexibility when it comes to IRA storage
options, allowing customers to store precious metals holdings at either a local or regional
vault facility. You can source a vault facility on your own or ask Mountain West and they
will be happy to provide several very reputable storage facilities – including companies
in the western and mid-western United States. To obtain a Mountain West application, call and ask that it be mailed
it to you, or simply download a copy from www.IndependentLivingBullion.com. If you need assistance in completing
your application, call Mountain West at 1-208-377-3311 or email jhuwer@mwira.com.

Step 2:

Designate Independent Living Bullion as Your IRA Precious Metals Dealer.

Independent Living Bullion is an approved dealer at GoldStar Trust, Mountain West IRA, and other trustee companies
as well. Under your direction, we can facilitate your IRA’s purchases (or sales) of gold, silver, platinum, or palladium.

Step 3:

Purchase the Precious Metals Bullion Products That Fit Your Needs.

Your IRA may hold a wide array of bullion coins, rounds, and bars offered by Independent Living Bullion.

Step 4:

Receive Payment Confirmation.

You’ll receive payment confirmation from Independent Living Bullion and be able to track your shipment all the
way to the depository.
**Please Note: We can partner with ANY self-directed IRA custodian. Here are examples of other firms with which we
have worked:

• Sterling Trust • Entrust • Millennium Trust • IRA Services • Ramsey National Bank
Regardless of which firm you choose as custodian for your IRA account, Independent Living Bullion can deliver the
physical gold, silver, platinum and palladium bullion you want – and at great prices!

To Get Started, Call ILB at 1-800-800-1865!
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