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An Insider Report for Clients of Money Metals Exchange

What Will the End of QE
Mean for the Precious Metals?
By Stefan Gleason
President, Money Metals

T

his fall, the Federal Reserve is expected to finally
wind down its latest monthly bond-buying
program known as Quantitative Easing. What will
the end of this $4 trillion (and counting) debacle
mean for precious metals markets?
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The answer may be, not much. That’s not to say that
gold and silver prices won’t move following the Fed’s
final taper. But it is to say that widespread anticipation
of QE’s end has already been priced into the markets.
The U.S. Dollar Index rallied strongly from July to
mid September – in part on euro weakness and rising
investor expectations that the economic data will
come in strong enough to allow the Fed to terminate
its bond-buying campaign. Nominal strength in the
dollar exerted downward pressure on the PMs. Gold
slumped, and silver fell even more sharply.

Metals Markets Often Move Counter
to Popular Expectations
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It’s worth recalling what happened when the current
cycle of Quantitative Easing (officially, “QE3”) was
announced in back September 2012. At the time,
many analysts assumed that QE3 would provide an
immediate boost to gold and silver prices. Instead,
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the metals markets responded counterintuitively.
They declined for several months following the Fed’s
announcement.
Continued on next page

Special Message from Founder
and President Stefan Gleason
Dear Valued Customer,
Last month, I personally reached out by both
mail and email to each and every one of our
customers to share some good news about
our company. Thanks to your support, we’ve
transformed into more than simply your trusted
source for low-cost gold and silver coins, bars,
and rounds – we’re now preparing to offer a
full suite of secure, convenient, and innovative
services designed to maximize your investment.
As part of this exciting transformation, we renamed
Continued on page 8
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repeatedly indicated that stimulating job growth, as
she sees it, takes precedence over fighting inflation.

Fast forward to September 2014, and almost nobody
expects the end of QE to be bullish for precious
metals. In fact, speculative interest in gold and silver
sits at multi-year lows. Hedge funds are collectively
showing one of their lowest net long positions in the
silver market on record.

That means the Federal Reserve may not raise rates
until inflation begins spiraling out of control. In a
Wall Street Journal survey of 30 economists, all but
three expect the Fed to wait too long before raising
short-term rates rather than move too soon.

The Fed’s final termination of QE won’t make the
hot money crowd suddenly turn even more bearish
on metals. That crowd has already positioned itself
in anticipation of such an announcement. When the
announcement comes, it could be a non-event for
precious metals markets.

In the months ahead, the financial media can be
expected to speculate incessantly on the Fed’s next
move and when it might come. Disciplined precious
metals investors should ignore the Fed-gaming chatter
and focus instead on what real interest rates are doing.

At the same time, it could spark a revolt against the
U.S. stock and bond markets, which have heretofore
been floating on a rising sea of Fed liquidity. Previous
cessations of Federal Reserve stimulus programs have
led to significant corrections in equity markets.

The Fed doesn’t directly control whether long-term or
even short-term rates are positive or negative in real
terms. Negative real interest rates, which refer to rates
that sit below the inflation rate, are generally bullish for
precious metals. Negative real interest rates can persist
or even become more deeply
negative while the Fed is
raising the short-term rate.

When the Fed Finally Hikes Rates,
It Will Probably Be Chasing
Inflation Higher

That’s what happened during
the great precious metals bull
run of the late 1970s. The Fed
was perpetually behind the
curve on rate hikes as inflation
galloped higher.

Of course, the Fed has no immediate plans to unload
the more than $4 trillion in bonds it has accumulated
on its balance sheet. Nor has it yet committed itself to
actually raising its benchmark Federal funds rate, despite
widespread expectations that it will do so by mid 2015.
Fed chair Janet Yellen stated recently, “The appropriate
path of policy, the timing and pace of interest rate
increases ought to -- and I believe will -- respond to
unfolding economic developments. If those were to prove
faster than the committee expects, it would be logical to
expect a more rapid increase in the Fed funds rate. But
the opposite also holds true.”

Mike Gleason, a Director
Mike Gleason hosts the Money
at Money Metals
Metals podcast each Friday at
Exchange, noted in
MoneyMetals.com or on I-Tunes
one of our weekly audio
podcasts this summer,
“During the great gold and silver bull run of the late
1970s, the Fed wasn’t slashing rates. It was doing the
opposite. The Fed kept raising rates, but it didn’t get
out ahead of inflation until [then-Fed Chairman] Paul
Volcker stepped in and jacked rates up to punishing
double-digit levels.”

In other words, if the economic numbers (especially
those related to employment) start coming in ugly,
the Fed might refrain from raising rates – or even
introduce a new stimulus program. Yellen has

Continued on next page
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Some Great Questions
Posed by Our Loyal Customers

At Money Metals Exchange, we believe a significant part of our mission is to educate customers and the
public at large about the many aspects of the precious metals market.
While our precious metals Specialists have the pleasure of addressing the many excellent questions posed by
our customers on an individual basis, we occasionally take the opportunity to share some of the best and most
common questions and answers in a more public way...
John asks: What is the spot price
and how does it relate to premiums?

They are difficult and expensive to ship and will generally
need to be re-assayed when it is time to sell.

The “spot” price represents the current base market value
of the various precious metals. It is set in large global
futures exchanges, including the Chicago Mercantile
Exchange (the COMEX). Traders actively buy and sell
futures contracts, representing claims on very large bars
at some future date, nearly 24 hours a day from Sunday
evening to Friday evening.

The bullion products that Money Metals Exchange and
other dealers offer carry a “premium” that is added to the
spot price. This premium includes wholesale premiums
dealers must pay and/or the manufacturing cost of
converting the large exchange-sized bars and other
raw inputs into finished coins, rounds, and smaller bars
designed for bullion investors to easily hold and trade.
Premiums also include dealer overhead and profit.

Technically, the “spot” price is the price of the most recent
trade for the nearest active delivery month. And it changes
from moment to moment – much like stock prices – as
tens of thousands of contracts change hands daily.

Premiums will vary from company to company and from
product to product – but for bullion coins, bars, and rounds,
premiums are typically between 4% and 12% of the spot
price. (As a general rule, small fractional items will tend
to carry higher premiums and large multi-ounce items will
carry lower premiums. As a percentage of total value, gold
premiums tend to be lower than silver premiums.)

All precious metals dealers should be using live spot
prices that are almost exactly the same at any given time
– with the only variation being attributable to a small time
lag or the particular reporting service being utilized.

Some of the saddest situations we have encountered
involve customers who bought supposedly “rare” coins
from a high-pressure sales outfit often paying premiums

Many mints and industrial users buy futures contracts and
take delivery of very large bars of gold and silver directly from
exchange vaults. But these exchange-sized bars are typically
not suitable for private investors who want to take possession.

Continued on next page

What Will the End of QE Mean for the PMs?
continued from previous page

when the biggest gains in gold and silver could come.

Market Conditions Remain
Favorable for Accumulation

At some point, yes, real interest rates may turn positive
and precious metals prices may get overextended to the
upside. But neither situation exists under current market
conditions. Now remains a favorable period for savvy
investors to accumulate physical precious metals while the
herd isn’t paying attention, premiums on common bullion
products are low, and spot prices remain significantly
discounted from their highs of three years ago.
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Instead of fearing rate hikes, metals investors should
actually look forward to the next rate-raising cycle. That’s








There is a widespread misconception that only rate
cuts or more QE would be bullish for gold and silver.
To the contrary, if rising inflation pressures force the
Fed to raise rates, that would potentially be quite
bullish for gold and silver.
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Some Great Questions

Continued from previous page

Posed by Our Loyal Customers

of at least 40% (and
sometimes multiples
of that). Later they
discover the coins
aren’t scarce at all
and won’t bring much
more than their melt
value based on the
spot price. That’s why
we have labeled such
slabbed and graded
Each numismatic coin type, year, and
coins “Ripoff Gold”
condition has its own sub-market such
and “Ripoff Silver.”
that only highly experienced collectors

metals offered. For now, though, this remains a very small
contingent. Most estimate that fewer than 2% of people
own physical gold or silver.
Should we have a serious currency crisis in the future
where merchants no longer accept dollars for their goods
and services, you can expect these merchants to do what
they have done throughout history around the world. They
will exchange their wares for gold and silver.
If history is any guide, people who hold gold and silver
during this sort of crisis will be extraordinarily glad – not
inconvenienced or disadvantaged. They will be able to
exchange their precious metals at
a premium directly with merchants
for the things they need.

can make wise decisions.

Laura asks: I read
your excellent article “What to Expect When Telling
Friends about Gold and Silver” by Guy Christopher. When
I talk to friends, they often ask “Where are you going to
redeem the gold if the economy goes bad? Will a local
grocery store be able to “handle” or break the gold into
smaller denominations?” How would you respond?

We recommend anyone concerned
about needing precious metals to
barter and trade with buy a mix of
gold and silver and pick up at least
some metal in “fractional” size
(less than 1 ounce). Pre-1965 90%
silver U.S. coins, 1/10th oz silver
rounds, 1/10th oz gold coins, and
gold CombiBars (see page 7) are all well-suited for making
change or bartering in small amounts.

We expect that to get easier for people – not harder – to
redeem gold in a serious economic crisis. And it is very
easy now.

An anonymous customer asks: Tell me how you
protect my privacy so I can ensure the “powers that
be” do not learn that I own precious metals.

At the current time, owners of precious metals generally
redeem their holdings through a dealer. Money Metals
Exchange and other dealers are constantly buying
inventory – many times throughout the day. We publish
on our website real-time prices we pay to buy various
items. Customers can call any time, lock their price, and
simply mail us the items. As soon as we receive the
shipment, we issue payment via wire, ACH, or check.

First, you do not need to make your check or money
order payable to our full company name. Instead, you
may use the acronym MMX. That’s also the anonymous
acronym that will also appear on bank statements in the
event you pay by ACH debit or credit card.

It takes just a few moments for holders of widely traded
bullion products (the products Money Metals focuses
exclusively on) to convert them into cash with us or any
other dealer in the country.

Also, no form of government disclosure is required by us in over
99.99% of transactions. In the extremely unlikely case that
you place such an order, we’ll let you know before the order is
processed. For more information about our non-disclosure and
privacy policies, please visit www.MoneyMetals.com.

You can also trade with neighbors, friends, and others
– anyone who recognizes the full value of the precious
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NOTICE: The information presented here is for general educational purposes only. Money Metals Exchange and its staff do not act as personal investment advisors. Nor do we
advocate the purchase or sale of any regulated security listed on any exchange for any specific individual. While our track record is excellent, investment markets have inherent
risks and there can be no guarantee of future profits. You are responsible for your investment decisions, and they should be made in consultation with your own advisors. By
purchasing from Money Metals, you understand our company is not responsible for any losses caused by your investment decisions, nor do we have any claim to any market
gains you may enjoy. Money Metals Exchange is not a regulated trading “exchange” as defined by the CFTC and the SEC.
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Silver’s Investment and Industrial
Demand Colliding with Problematic Supply
By Clint Siegner
Director, Money Metals
Investors in future decades will look back on this
period’s history and marvel at some extraordinary
events. They will remark on parabolic debt charts and
King Dollar’s dethroning. And they will see the great
opportunities, unnoticed and passed over by most, as
obvious in hindsight. Silver may well be one of these
great opportunities.

Engineers specify silver because nothing else offers
as much electrical or thermal conductivity or as
much reflectivity. They find silver indispensable
given the inexorable drive to make more efficient
electronics and photo-voltaic panels for solar power
generation. Manufacturers of medical equipment
and supplies employ silver as a biocide. And silver
catalysts facilitate the reactions needed to produce
ethylene oxide and formaldehyde – major industrial
compounds with myriad applications.

Gold prices stand to benefit from a worldwide
exodus from fiat currency and paper assets. Demand
for platinum and palladium mirrors growth in
manufacturing around the world – particularly in
developing economies. But silver is uniquely positioned
to benefit from both of these macro trends… in spades.

Silver’s unique properties, along with the relatively
small quantities of silver needed in many applications
will make silver hard to replace – even as prices rise.

Profligate governments, central banks, and various crises Key Applications Devour Silver
are fueling safe-haven investment demand for silver
Solar Panels
coins, rounds, and bars from people around the globe.
The Silver Institute’s Outlook for New Electrical &
Electronic Uses of Silver (released July 2014) reports
While there is lots of coverage of events driving
4% year-over-year growth in overall industrial demand
investment demand, readers may not be as familiar
for silver in 2013. Modest, but what isn’t apparent in
with developments relating to the industrial use
the headline numbers is that most of that growth came
of silver. Silver enjoyed steady demand growth as
in the second half of the year.
worldwide manufacturing boomed leading up to
the 2008 financial crisis. Silver prices fell when
And the recovery was driven in large part by a resurgence
manufacturing powerhouse economies including the
in solar panel manufacturing. The solar industry wound
U.S., Japan, and Europe slumped.
up with significant overcapacity, and underwent about 18
months of retrenching as demand caught up.

Going forward, silver’s industrial demand is likely
to fare better than manufacturing generally. The
metal is widely used in faster growing sectors such as
electronics and solar power. Most of the drag created
by the transition to digital photography and away from
conventional film processing is behind us. And new
applications such as LED light bulbs, flexible displays,
RFID tags, cellular technology, and even medical
equipment and compounds promise to increase the
world’s appetite for silver in the coming years.

The surge in silver prices to nearly $50/ounce in 2011
also prompted significant “thrifting.” Manufacturers
found ways to do more using less silver – a tough
dynamic for short-term demand but likely good for
demand longer term, because manufacturers now have
less incentive to find alternatives.
Imports of silver powder, particularly in China, for use
in new panels are once again on the rise.
The market research firm IHS forecasts 22% growth
in solar this year versus 2013. Much of this growth
is expected in China and Japan where governments
recently shifted policy even more in favor of

Why Do Manufacturers Choose Silver?
Jewelers appreciate silver because they can attain
a higher polish than with any other metal.

Continued on next page
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technology, but light emitting diodes are also
transforming the way consumers light their homes
and businesses. Anyone visiting their local homeimprovement center will encounter an aisle of the
new LED light bulbs featuring dramatically longer
life and much greater efficiency. In 2013, LED
bulbs represented 20% of demand and as prices fall,
adoption of the new technology will accelerate.

Silver’s Amazing Fundamentals
continued from previous page

solar power. But significant growth is expected
virtually everywhere as manufacturing costs fall and
efficiency rises.
The chart below, showing solar installations and
average cost in the U.S., provides a good idea of what
is happening globally.
Silver demand in photovoltaic panels represented
approximately 40 million ounces in 2013. Investors can
expect rapid growth in that number in the coming years.

Silver has three applications in LED: a reflective layer, an
adhesive layer, and a bonding wire. Cumulatively, demand
for these applications is expected to reach 8 million ounces
over the next 5 years. And once again, growth in demand
beyond that is expected to be enormous.

Flexible Displays

Ethylene Oxides & Formaldehyde

New consumer electronics, including smart watches
and wearable medical sensors are just now coming
to market, and silver has an important role to play.
Currently most touch screens use indium tin oxide as
a conductive transparent layer. However, the layer is
brittle and fragile. More flexible and resilient silver
nanowire appears set to gain widespread use as an
alternative. Demand for silver in this brand new
application is forecast for a modest 500,000 ounces by
2017, but growth beyond that may prove exponential.

Ethylene oxide is a key component in the production
of detergents, solvents, plastics, and other organic
chemicals. Roughly 25% of the ethylene oxide
produced is used to make antifreeze coolant for
vehicles. The production of polyester and other
common plastics also requires these compounds.
Silver enters the equation, not as a component, but
as a catalyst to facilitate necessary chemical reactions.
Current annual demand in these applications is
roughly 150 million ounces according to the Silver
Institute. Thomson Reuters GFMS expects this
demand to increase by 8 million ounces in 2014.

LED Lighting
TVs and computer displays already feature LED

Silver’s Positive Outlook
The Silver Institute in their Outlook for New
Electronic and Electrical Uses of Silver estimates
demand growth in these applications will be 6%
for 2014 with similar growth for the next two
years. That represents approximately 14 million
ounces of additional demand annually. Growth in
other industrial applications – including ethylene
oxides – should add nearly as many additional
ounces. Overall growth in industrial demand
looks set to significantly outpace GDP growth.
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Silver is clearly good for a lot more than
hedging against inflation. And focusing
entirely on silver’s role as a monetary metal
means overlooking half of the complete
picture. Precious metals investors should also
factor in silver’s utility in a growing number of
manufacturing applications.
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The efficiency of solar technology has been rising rapidly, making
this silver-consuming field more economically viable.
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A Bar or Coin to Suit Everyone
Exciting new offerings from
Money Metals’ product line-up…

Precious metals
investors seeking
smaller denominations find the CombiBars to be a
cost-effective way to buy fractional gold. Both the
50-gram and 1-oz CombiBars carry only modest
premiums over the melt value – in the range of 7
or 8%. Meanwhile, 1-gram bars or 1/10th oz coins
routinely fetch premiums upwards of 15% over
spot because of the minting costs involved in each
individual unit.

Sunshine Mint, a major producer of Silver Eagle
blanks for the U.S. Mint, has not had much extra
capacity to manufacture branded products given the
record number of Eagles that have been sold over
the last several years. Silver Eagle sales have slowed
over the summer. Sunshine’s production capacity
allows for a reasonable supply of the 5-oz silver bar –
at least for now.
Money Metals also recently secured a stash of
limited-run bullion coins including the Perth Mint
Lunar Series “Year of the Goat” 1-oz gold coin and
the Royal Canadian Mint 1-oz Birds of Prey Series
Bald Eagle silver coin. Both items have a limited
worldwide annual mintage (only 30,000 for the
Goats and 1 million Bald Eagles). For that reason,
these coins carry a slightly higher premium than the
more common coins produced by these well-known
government mints (i.e. the gold Kangaroo from
Australia or the Canadian Mint’s silver Maple Leaf ).
The gold “Goat” carries a premium of between 6
and 7% over gold spot, while the Canadian Bald
Eagle silver coin’s premium is approximately $3
over silver spot. Exact premium is based on market
conditions and order quantity – please visit
www.MoneyMetals.com or call 1-800-800-1865 for
current pricing and availability.
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In silver, the new 5-oz Sunshine Mint bar fills a gap
in our product lineup. Silver stackers have long
since been able to choose from an extensive list of
1-oz products, from privately minted rounds and
bars to a host of government-minted coins. But
customers previously had to jump up to the 10-oz
silver bar if they wanted something bigger. Not any
longer. The 5-oz bars fit in between with premiums
less than 1-oz rounds and only slightly more than
the 10-oz bars. The bars come individually vacuum

Sunshine Mint, perhaps the most
storied private mint in the U.S.,
has actually been producing the
5-oz bar for several decades. But
until just recently supply was
inconsistent and premiums were
high – making it difficult for a
large national dealer like Money
Metals Exchange to promote it.

MO

Given the popularity of gold and silver in smaller
size, we now proudly offer the 1-oz Valcambi
CombiBar, which separates into ten 1/10th oz
sections. The one-troy-ounce size is more familiar
to American precious metals buyers. The bars come
in a security package
with Valcambi’s
certification, and
demand has been
brisk.

sealed in flexible vinyl sheets – protected from
tarnish and scratching.








In an effort to continue delivering the most value
and variety for our customers, Money Metals
Exchange added some new items to the product
lineup. Earlier this year, we introduced the
Valcambi 50-gram gold CombiBar, a unique Swissmade product that breaks into 50 individual onegram gold sections.
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New Name Coincides with
Launch of Additional Services

Message from Stefan Gleason
continued from page 1

When I named the company Independent Living
Bullion back in 2010, it was initially an in-house service
to readers of a similarly named special-interest newsletter
publication in which I shared ownership. Since then,
however, our precious metals company has evolved
into a large national service available to any concerned
Everything you like about our company remains the same. American wishing to diversify out of the risky U.S. dollar.
Same leadership. Same quality. Same values.
Our new name, Money Metals Exchange, signals the
arrival of some exciting new offerings – services that
We are continuing to deliver useful and
insightful metals market news, podcast interviews, and you, our valued customers, have requested!
Independent Living Bullion as Money Metals
Exchange. Our new company name and website
address, www.MoneyMetals.com, better reflect where
our company is today and where it is heading in the
future.

other quality content from the same team of precious
metals experts. Whether you are talking with one of
our no-pressure specialists, reading our informative
emails, or turning the pages of our latest issue
of Precious Metals Quarterly – you are continuing to
receive our honest advice and thoughtful analysis.

We are now the
source for everything
related to physical
ownership of
the money metals –
maximum security
storage services,
Our company became the nation’s fastest growing
IRAs, monthly
precious metals exchange service based on trust,
gold and silver
ethical business practices, great buy and sell prices,
savings plans, online
helpful and friendly staff, a super useful website, and
precious metals
Money Metals President
fast, discreet delivery of every order. That’s a formula
accounts,
and
soon…
Stefan
Gleason speaks at a
we can assure you isn’t changing.
ribbon-cutting ceremony.
collateralized lending
Our new, broader, and easy-to-remember name – Money for those wishing to
Metals Exchange – simply reflects the reality that we
borrow against their physical precious metals.
now serve you in more ways. It positions the company
Money Metals Exchange is poised to meet the
to go to the next level in our mission of popularizing
growing needs of all of our valued precious metals
affordable precious metals ownership in America.
customers.
Here’s the backstory...
Thank you so much for the ongoing faith you have
Ever since we flung open our doors in 2010, folks
placed in our company, enabling us to grow to
have been coming to us in droves.
the point where we can even better serve our loyal
More than 30,000 customers have made our company customers and readers!
their trusted source for low-cost precious metals. Even Yours Truly,
in the grinding market of the past two years, our
customer base has more than doubled!
The word is out that our company is America’s #1 source
for low-cost precious metals. Money Metals Exchange
offers total integrity in a market still dominated by
unscrupulous peddlers of “rare” coins, proof coins, and
other forms of graded and slabbed coins which we’ve
labeled “Ripoff Gold” and “Ripoff Silver.”

Stefan Gleason, President
Money Metals Exchange
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P.S. Please read the letter enclosed with this newsletter
about our generous referral program. Help your
friends and family own gold and silver and get free
silver from Money Metals Exchange for doing so!
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