Words to the Wise...

The free-enterprise rules are being overridden,
economic misconduct is going unpunished,
and the state is stepping onto the scene as
a savior. After the profits are privatized
in good times, the losses are socialized by
the state.

— Karl Zawadzky,
Deutsche Welle DW-Radio business editor on the
Freddie Mac/Fannie Mae bailout

Clueless, toothless, delusional, there's lots
of descriptions for the Fed Heads, and I
can't pick one, because they all fit!

— Chris Gaffney,
VP, EverBank World Markets

Cutting interest rates is going to lead to a
lot of inflation in the next few years in the
United States...Rates are too low...They
[Federal Reserve] must realize we're going
to get inflation if things stay where they are.
They need to raise rates but I don't think
they are going to because they're way too
nervous.

— Kenneth Rogoff,
Harvard economics professor and former chief

economist at the International Monetary Fund.

Investors buy gold to protect themselves.
Gold never overstates its earnings, under-
states its liabilities or declares bankruptcy.
When everything else goes to Hell, gold is
still there...still doing its job.

— Bill Bonner,
The Daily Reckoning

Quite frankly — anyone who doesn't own
gold in this environment has lost their
marbles.

— Larry Edelson,
Money & Markets and Real Wealth Report

“BUY GOLD”

— Jim Cramer,

Mad Money on CNBC
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Gold and Commodity Bull Not Dead, Just Resting!
The sharp pullback in gold predictably brought out the tired old "gold is
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dead" headline that has been wrong every time they've used it for the last
seven years. It's wrong this time, too. The gold and commodity bulls are

alive and well, just catching their breath.
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The devastation also swept through the

The very same weekend that Ike wreaked havoc on the
stock market as the Dow suffered violent

northwestern Gulf Coast, powerful winds of change swooped
through the brick and glass canyons of New York. The storm
raged unrelenting for days stretching into weeks, not sparing even
the most venerable of legends from the wreckage. Wall Street and
Yankee Stadium both died on the same weekend in September.

seizures, thrashing up and down by hundreds
of points in a day and recording a plunge of
more than 500 points in the biggest single-
day drop since the 9-11 shock in 2001. At
the end of September when the House said
“No” to the Bush administration’s $700
billion bailout plan for the finance industry,
the Dow plunged 777 points in a single day.

Surveying the damage has been hampered by the fact that it
keeps piling up so fast. As we were going to press with this edition, the
list of casualties included:

Broker giants Lehman Brothers (bankruptcy and probable liquidation)
and Merrill Lynch (sold to Bank of America at a deep discount).

Insurance goliath AlG, nationalized by the Federal Reserve.

Goldman Sachs and Morgan Stanley, the only two remaining major
independent investment bankers, converted to traditional bank
holding companies, effectively closing what we have long known
as “Wall Street” for good (on the same weekend, the last game in
The House That Ruth Built closed the final page of Yankee Stadium
history). Goldman’s finances were shored up by a $5 billion infusion
from Warren Buffett. Morgan Stanley said it would sell a 20% stake
to Japanese commercial bank Mitsubishi UFJ Financial Group.

The emergency bailout plan had been
roiling the waters in Washington for more
than a week as the White House and many
economists warned of a total financial
meltdown if it didn’t pass, but angry voters,
wary politicians, and some investment analysts
saw it as a reward for corporate greed and
misconduct. Chuck Butler of EverBank
called it “Cash for trash.” Investment guru
Jim Rogers called it “Welfare for the rich.”
Congress didn’t buy it.

However, the inmates of the asylum in
Washington went ahead and eventually passed
the bailout plan anyway. Bad for the country...
but GREAT for GOLD! The bailout plan is
mostly a feel-good psychological boost that has
little real chance of fixing the economy as the
Pollyanna’s believe. It only glosses over the
problems at the root of the crisis so they don't
look as ugly. But the flood of government
money that will be gushing from multiple
pipelines should swell inflation over the next

year, which spells higher gold prices ahead when

Washington Mutual bank, America’s largest thrift, seized by the
Federal Reserve and sold to JP Morgan Chase for $1.9 billion. At
$307 billion in assets, WaMu is the largest bank failure in American
history (10 times bigger than IndyMac, which failed in July).
Shareholders were left empty-handed as all equity was wiped
out by the seizure.

Moving to avoid WaMu’s fate, shaky Wachovia Corp., fourth
largest bank in the U.S., cut a deal to be bought by Wells Fargo
with no federal help, though Citigroup, which had earlier announced
IT was going to buy Wachovia’s banking assets with help from
the FDIC, objected and insisted that Wachovia honor its deal...
story still developing at press time.

sanity returns to the markets.
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REASON #4: Liquidity inflation. Billions to rescue Bear
Stearns and IndyMac. Tens of billions to bail out AIG. Hundreds
of billions to salvage Fannie Mae and Freddie Mac. The flood
of emergency liquidity from the government keeps gushing in
wave after wave so fast I can’t even keep count of it all.

You don’t have to be a Harvard economics Ph.D. to know

that so much unusual and out-of-the-ordinary extra cash flooding
an economy, especially one that’s not producing as much as
normal in a recession, has to have the inevitable effect of pushing
inflation up dramatically. The cash has to go somewhere, and
if it can’t be absorbed fast enough, prices have to go higher. Its
as simple as that, and all the current confusion doesn’t change
that basic fact.
REASON #5:  Safe haven. As the September carnage on
Wall Street spilled blood in the streets, gold reclaimed its
traditional role as a safe haven, performing superbly in classic
fashion. When the Dow plunged more than 500 points (4.4%)
on Monday, September 15, the SPDR Gold ETF (GLD)
gained 2.7%, one of the small minority of stocks on the board
in the green for the day.

Two days later, after a half-hearted rally in-between, the
Dow tripped over itself again and tumbled more than 450
points (4.1%), dropping 300 points in the last hour of panic
trading. On the same day, GLD shot up 11.3%! New York
spot gold soared as much as $90 an ounce, ending the session
with a scorching 11% gain from $770 to $869... in one
single day! More and more frequently, gold has managed
to climb even on days when the dollar also rises and oil
falls, a clear sign that gold is asserting its own command
independently of the other common price drivers.

That should shut up the naysayers claiming that gold
has lost its “mojo” as a safe haven asset, at least for now.

There are almost certainly more rough spots ahead for gold
as the markets continue to boil and roil in confusion. The
moves are fast and sudden, so you need to have your gold
position locked in NOW. Even with the gold shortage, there
are still some attractive deals on gold coins. They could be
much more expensive tomorrow, or even in the next few hours
the way things have been going lately.

Remember this, though: Gold has endured as the only
true form of money for 5,000 years (Pharaohs believed gold
could provide external wealth). Many governments, currencies,
and even whole civilizations have come and gone in that time.
But gold is still money. Gold is still the best safe haven in a
storm...and there’s plenty more bad weather threatening on
the horizon. Now is the time to accelerate not hold off as our
supply of quantity gold is going fast and is getting harder and
harder to replace.
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MIKE FULJENZ ANSWERS YOUR NUMISMATIC QUESTIONS

Mike Fuljenz

If Barack Obama becomes President, and the Democrats gain majority control of both
House and the Senate, what do you foresee as the impact on rare coins?

While there is no way to know for sure, looking back in history at the last times this occurred provides for some interesting
discussion. The last two times a Democratic sweep occurred in the general election were in 1932 and again in 1964. In
1933, the first year of FDR’s administration, he signed the Executive Order that resulted in the Gold Confiscation Act, which,
among other things, suspended the minting and suspended the ownership of most legal tender gold coins. In 1965,
President Johnson’s administration oversaw the removal of all silver content from the nation’s circulating legal tender
coinage. While past history is no guarantee of future history, both of these events are reminders to collectors and investors

Is the coin collecting market expanding or contracting?

The U.S. Mint estimates there are NOW 139 million coin collectors in the Nation. The estimate just 15 years ago was 8 million coin
collectors. The new U.S. Mint quarter program along with rising prices for gold, silver and platinum have been partly responsible
for this dramatic expansion. This bodes well for the long term future of the coin market.

Call your account
representative today

to suggest questions

for next months
issue of Ask Mike.
1-800-459-2646

alike that it is wise to make sure you have a mix of numismatic coins, along with whatever precious metals bullion you hold. We can learn a lot from Louis
Eliasberg, one of the 20th Century’s greatest coin collectors, who first began collecting rare gold coins as a way of accumulating gold during the days
of the Gold Confiscation Act. His story, which you can read about in the Supplement accompanying this issue, is not only inspiring, but also instructive to

anyone interested in rare coins.
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