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Article 1: 

Getting $50 Million for Christmas? 
 

You’re not?  Well, that’s too bad.  Because that’s what Goldman Sachs chairman and chief executive 

Lloyd Blankfein is getting: a bonus of US$53.4 million, to be more precise.  Added to his US$600,000 

salary, the bonus means that Blankfein will make US$54 million this year, up from US$38 million last 

year.  No, I’m not making this up.  It was actually reported in the media.  For more on such scandalous 

‘bonuses’ (they’ll have to find another word for these, now that they have reached the dizzying heights 

of almost 100 times salary!), read http://www.iht.com/articles/2006/12/20/business/bonus.php.   

The payout comes a week after Goldman Sachs reported a record profit of US$9.5 billion for the 

financial year that ended last month.  But here’s the interesting part: Blankfein took over as chairman 

and chief executive in June, when President George W. Bush named the former chief, Henry Paulson 

Jr., to be US Treasury secretary.  Not bad for six months.  I wonder what Paulson is getting...   

And it gets more interesting (or should I say incestuous?).  The appointment late last month of 
Goldman Sachs's William Dudley to head the Federal Reserve Bank of New York’s Markets Group 
raised to an unprecedented level the number of top positions in public service that former executives 
from any one company have held during a single White House administration.  Today, former Goldman 
Sachs executives control or influence the oversight of key aspects of the US financial system and hold 
prominent positions throughout the Bush White House. 

Still.  I don’t know about you, but I’d rather be here than in George W. Bush’s company no matter what 
difference it makes to how many dollars I get.  After all, soon, sooner than we all think, those notes 
won’t be worth much anyway.  So what you do with them between now and then can make all the 
difference.  And since this is the season of giving, you should give as many of them away as you 
possibly can; to your loved ones and to as many of those who have too little and deserve to have a lot 
more. 

By the way, I apologize for taking so long to write this issue of Prosper!  Many of you, it would seem, 
have wondered whether I had stopped writing.  Well, please rest assured, I have not.  But I do thank 
you from my heart for your interest and for reading Prosper!  It’s just that I’ve done so much traveling 
over the past few months (Hey, I even made front page in Manila... the same day Rumsfeld resigned!!  
Really, you can see for yourself here: http://www.businessmirror.com.ph/1110&11-Fri&Sat/index.php).  
So it’s not been possible for me to maintain the same writing pace lately.  But it is my firm intention to 
issue Prosper! regularly next year, with the first issue in late January (unless there is a compelling 
reason to write earlier).  

I wish you and your loved ones lots of Joy during the coming Festive Season and true Prosperity in the 
New Year! 

“You will either step forward into growth or you will step back into safety.” 

- Abraham H. Maslow 
(1908-1970) 
American psychologist 

 
 
Please note that all past issues of Prosper! are available Here for your convenience. 

 
Article 2:  

The Manipulation of the Gold Market according to GATA (and other goodies) 
 
The Gold Anti-Trust Action (GATA) Committee was organized in January 1999 to advocate and 
undertake litigation against illegal collusion to control the price and supply of gold and related financial 

http://www.iht.com/articles/2006/12/20/business/bonus.php
http://www.businessmirror.com.ph/1110&11-Fri&Sat/index.php
http://lbnow.co.nz/index.php?option=com_content&view=article&id=43&Itemid=147
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securities. The committee arose from essays by Bill Murphy, a financial commentator, and by Chris 
Powell, a newspaper editor in Connecticut.   
 
GATA underwrote the federal anti-trust lawsuit of its consultant, Reginald H. Howe -- Howe vs. Bank 
for International Settlements (BIS) et al. -- which was pursued in U.S. District Court in Boston from 
2000 to 2002.  While the Howe suit was dismissed on a jurisdictional technicality, it became the model 
for Blanchard Coin and Bullion's anti-trust lawsuit against Barrick Gold and J.P. Morgan Chase & Co., 
which was filed in U.S. District Court in New Orleans in 2002 and prompted Barrick Gold's decision to 
stop selling gold in advance for 10 years. 
 
GATA continues to expose and oppose collusion against a free market in gold, other precious metals, 
currencies, and related securities.  GATA is recognized by the U.S. Internal Revenue Service as a tax-
exempt educational and civil rights organization and it welcomes financial contributions.  You can visit 
the website at www.gata.org and even join their emailing list and receive their often quite fascinating 
daily dispatches. 
 
The GATA Committee has retained a prominent anti-trust law firm, Berger & Montague of Philadelphia, 
and is raising money for advocacy and litigation.  Additionally, GATA seeks to disclose and publicize 
the huge speculative short positions in gold taken by financial institutions and bullion banks.  GATA 
believes that 10,000 tons of gold or more have been sold short by these speculators, even as yearly 
mine supply of gold in 1998 was only 2,500 tons.  When, through their lawsuit and otherwise, they are 
able to show how short in gold even one major financial institution really is, they expect that the other 
institutions will buy gold in quantity, knowing the short position in gold is too large to close without 
causing a substantial rise in the price of gold. Then, GATA believes, the gold collusion game will be 
over. 
 
Hold on a minute: a gold collusion game?!  Surely, that’s not possible.  Not in this day and age of 
efficient markets and sophisticated participants.  Or is it?  Could that be why there is so much secrecy 
or, if you prefer, not much transparency in central bank gold lending activities? 
 
A recent study by New Orleans coin and bullion dealer Blanchard & Co. criticizes the secrecy of central 
bank gold lending, calling on the International Monetary Fund (IMF) to mandate disclosure of gold 
lending (you can find the study at www.blanchardonline.com/pdfs/Gold_Market_Lending.pdf).  
Blanchard Vice President and Director of Economic Research Neal R. Ryan asserted that if more 
transparent governance is implemented in the market, “gold prices will experience exponential growth 
because they will become a reflection of a fair and equitable market for all participants.” 
 
Meanwhile, Ryan contends that while “gold swaps between banks have just as large an impact on the 
market as gold loans, and even less is known about them in the marketplace.”   
 
In their report, Blanchard highlighted an IMF position paper by Hidetoski Takeda, which advocated that 
swapped and loaned gold be excluded from central bank reserve reports. He recommended that a new 
IMF manual should include a clearer description of the treatments of gold swaps and gold loans. The 
position paper also suggested that only loaned gold available upon demand to monetary authorities 
should be included in reserve assets as monetary gold. 
 
Bullion banks are the conduits for central bank gold loaned into the market. Currently there are only six 
clearing banks in the London Bullion Market Association (LBMA) which handle gold loan transactions: 
Barclays Bank, ScotiaMocatta, Deutsche Bank, HSBC Bank, JPMorgan Chase Bank and UBS AG.  
Hummm... Why only six?   
 
As if that was not enough, there’s more.  According to GATA, there has not been an independent audit 
of how much gold is stored at the United States Bullion Depository (at Fort Knox) since the 1950s!  So, 
GATA recently decided to go all out next year to do what they could to insist on an independent audit 
regarding the true status of US gold reserves.  Watch that space... 

http://www.gata.org/
http://www.blanchardonline.com/pdfs/Gold_Market_Lending.pdf


 

http://www.permissionmarketing.co.nz 
Copyright 2004 - Permission Marketing Ltd:  Active Dezine Systems 

Office Phone: 64 9 413 7999 Fax: 64 9 4137987 email: office@permissionmarketing.co.nz 
“Consulting Leads into Customers” Page 3 

 

 
Both gold and paper dollars have histories, but gold's is longer and more illustrious. Both gold and 
paper dollars have a future, but gold is likely to have more of that, too. Today, a Roman gold denarius 
is still about as valuable as it was when Caesar conquered Gaul. The dollar, however, loses on 
average 3 to 5 percent of its purchasing power every year.  That’s why the US Dollar, for example, has 
lost as much as 96% of its purchasing power since 1913, when the US central bank was created.  
Gold, on the other hand, has not lost any of its value yet. 
 
Indeed, central banks don’t seem to care much any more how much fiat money they print or put into 
circulation in the economy one way or another.  In fact, Fed Chairman Ben Bernanke virtually gave the 
game away in a speech in Frankfurt on 10 November 2006.  He said: “It would be fair to say that 
monetary and credit aggregates have not played a central role in the formulation of US monetary 
policy.”  In other words, the total amount of money in the system—the amount they “print”—plays no 
serious role in current US policy.  That’s a political way of admitting that the US government is planning 
to paper over all its many obligations and accelerate a trend that has been in motion since the creation 
of the Fed in 1913. 
 
The imbalance between credit growth and available national savings in the United States is 
apocalyptic!  It reveals a credit machine that is completely out of control. 
 

Why did so many US Top Officials go to China last week? 

 
Because of currency displacement, that’s why.  What is ‘currency displacement’?  It has happened to 
many currencies which once ruled the world.  It happened to the British Pound which stood for nearly 
two centuries as the world’s supreme trading and reserve currency. But after WWI and the Milan 
Accords, there were two global reserve currencies, the UK Pound and the US Dollar.   
 
It happened again late in WW II at the 1944 Breton Woods Conference.  Since then, there has only 
been one global reserve currency, the US Dollar.  The British Pound had been almost entirely moved 
out of vast trading areas and had been displaced from even bigger areas of the global payments 
system.  Payments were no longer being made in Pounds but in US Dollars.  But the quantity of British 
Pounds in global circulation had not diminished.   
 
Each time the Pound was displaced because markets or other governments chose to use US Dollars 
as international payments, the Pound fell in value.  Now it is the US Dollar which is being displaced.   
 
All past market history makes clear that the currency in which international commodities and many 
other items are sold is always the seller’s choice.  If the seller demands his own national currency, then 
it has to be acquired before the goods can be acquired and payment can be made. If he demands a 
“foreign” currency - like the US Dollar - then global purchasers from everywhere have to acquire US 
Dollars before payments can be made. It is this demand for payment in a foreign or non-national 
currency which is the foundation of a global reserve currency. It ensures ongoing and worldwide 
demand for such a currency.  It also allows the reserve currency nation to make global purchases 
solely in its own national currency.   
The brutal monetary facts are that the US Dollar is already being displaced from a very large part of 
the world’s oil and liquefied natural gas markets, as demonstrated most recently by Iran’s recent 
decision (see below).  Many businesses and most central banks now stand with excess US Dollars in 
their accounts.  If most of them decide to sell their now excess US Dollar holdings because the US 
Dollar is being displaced, then US Dollar will fall further - and faster. 
 
China has plenty of US Dollars, as mentioned in the previous issue of Prosper!  In fact, senior Chinese 
officials have said publicly that they have enough (which means they probably think they have too 
much).  It would not be in anyone’s interest, especially the US, for China to suddenly decide to sell 
their US Dollars and USD denominated financial assets.   
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Iran Replaces the US Dollar for the Euro 

 
Iran, the world's fourth-largest oil exporter, plans to reduce its use of the US dollar in world trade and 
increase its use of the Euro, two Tehran-based newspapers reported on 6 December (the Tehran 
Times and the Iran Daily).  Then, three days later, the Islamic Republic News Agency (IRNA) reported 
that the Islamic Consultative Assembly (ICA) is agreeable to replacing the US Dollar with the Euro in 
Iranian foreign transactions.  The move, as reported by IRNA, is part of Iran's general policy toward the 
West, as it is their belief that dependence on the US currency would have negative consequences for 
Iran in the long term.   
 
So, reducing Iran's dependence on the US Dollar would eventually make the country less vulnerable to 
the US Dollar, argued the ICA.  But, wait a minute, isn’t that exactly what Saddam Hussein had the 
temerity of doing in 2000 (and we know what happened to him, his regime and Iraq itself after that)?  I 
guess it’ll be worth watching closely what happens in the Persian Gulf during the West’s coming 
‘festive season’... 
 

Pennies & Nickels vs. Dollars 

 
Now here’s an interesting development and a great little story to end the year on, in my view.  "People 
who melt pennies or nickels to profit from the jump in metals prices could face jail time and pay 
thousands of dollars in fines, according to new rules out Thursday," reported the daily newspaper USA 
Today last week.  In case you do not know, a penny is a coin that has a one cent or US$0.01 face 
value and a nickel is also a coin, which has a five cents or US$0.05 face value. 
 
"Soaring metals prices mean that the value of the metal in pennies and nickels exceeds the face value 
of the coins.  Based on current metals prices, the value of the metal in a nickel is now 6.99 cents, while 
the penny's metal is worth 1.12 cents, according to the US Mint... 
 
"'The nation needs its coinage for commerce,' US Mint director Ed Moy said in a statement.  'We don't 
want to see our pennies and nickels melted down so a few individuals can take advantage of the 
American taxpayer.  Replacing these coins would be an enormous cost to taxpayers'... 
 
"Under the new rules, it is illegal to melt pennies and nickels. It is also illegal to export the coins for 
melting. Travelers may legally carry up to US$5 in 1 - and 5 - cent coins out of the USA or ship 
US$100 of the coins abroad 'for legitimate coinage and numismatic purposes.'" 
 
Note the irony in the US Mint for being concerned about those who would "take advantage of the 
American taxpayer," when the actual production cost for each penny is now up to 1.73 cents, 
according to the Houston Chronicle.  Year in and year out, the US Mint wastes money by coining 
pennies. 
 
Notice that the US Mint produced US$78,612,000 worth of pennies at a cost of US$135,998,760, 
thereby wasting US$57,386,760 of taxpayer money through November 2006. Worse yet are the 
continued handling charges (and time wasted) by merchants and banks sorting and counting the damn 
things!  Here in New Zealand, we’re way ahead of them, having recently got rid of not only one cent 
coins but also five cents coins.  But then again, we’re not trying to give anyone the impression that our 
currency is worth all that much either, are we? 
 
And now, to conclude this issue, just days before Christmas, what could be better than a quote from 
Jesus himself, according to Thomas. 
 

Jesus said, "If those who lead you say to you, 'See, the kingdom is in the sky,' then the birds of 
the sky will precede you. If they say to you, 'It is in the sea,’ then the fish will precede you. 
Rather, the kingdom is inside of you, and it is outside of you. When you come to know 
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yourselves, then you will become known, and you will realize that it is you who are the sons of 
the living father." 
 
- The Gospel of Thomas 
(Didymos Judas Thomas) 
From the Nag Hammadi scrolls 

 
 
Your freethinking investment strategist, looking forward to another prosperous New Year and wishing 
you a safe and joyful holiday season, as you come to know yourself. 
 
 
 
Louis Boulanger, CFA 
Louis Boulanger Now Ltd. 
 


