
iS gold THe SaVior or THe Killer 
oF THe US dollar?

Controversies, conspiracies and experts’ forecasts

  Gold is the most controversial asset of the 
fi nancial world. An American business mag-
nate Warren Buffet believes that gold is “a val-
ueless asset”. Deutsche Bank’s analysts Dan-
iel Brebner and Xiao Fu believe that gold is 
“an offi cially recognized form of money” be-
cause central banks hold gold in their reserves. 
There are a growing number of investors who 
believe that a cartel run by the world’s central 
banks or the US government is artifi cially sup-
pressing the price of gold in order to save the 
dollar-based monetary system from collapse. 
The mainstream media labels those who be-
lieve in gold market manipulation as “con-
spiracy theorists”. Who is right? Is gold really 
dangerous for the dollar?

Andrew Maguire, a former Goldman Sachs 
gold trader and whistleblower, believes that 
JP Morgan and HSBC are using the COMEX 
futures exchange in Chicago to suppress the 
prices of gold and silver through concentrated 
shorting of massive amounts of futures con-
tracts. The whistleblower has informed both 
the CFTC and the Department of Justice’s 
Antitrust Division about the manipulation but 
there has been no offi cial conclusive investi-
gation regarding the allegations made by Ma-
guire.

At the same time, there are fi nancial experts 
who believe that the arguments that support 
the gold manipulation theories are rather spec-
ulative. Karl Denninger, a fi nancial pundit and 
publisher of The Market Ticker, gave a skep-
tical answer when asked whether he thinks 
there is a gold conspiracy:

“Yes and no. Wherever there are markets 
people will try to take advantage of ineffi cien-
cies in that market.  But most of the claims 
of conspiracy are predicated on a large short 
interest in the futures market.  This is specu-
lation rather than fact-based, never mind 
that nobody seems to cry conspiracy or car-
tel when the price rises rapidly – only when 
it falls or fails to rise,” he told the Voice of 
Russia.

In an exclusive interview, Peter Koenig, a 
former World Bank economist with 30 years 
experience, talked about the organizations 
behind the gold market manipulation which 
he believes has become evident in the last 
months: “This has been recently shown, when 
the gold price dropped by some US$200 per 
ounce. It is now hovering between US$1,400/
ounce and US$1,500/ounce. The chief ma-
nipulator of the gold market is the Bank 
of international Settlements, representing 
the interests of the chief stakeholders in 
the world’s fi nancial system, dominated by 
wall Street and the rothschild group.”

Why would the US government or the Bank 
of International Settlements try to manipulate 
the gold market? One of the reasons could 
be the creeping worldwide remonetization of 
gold. In an exclusive interview with the Voice 
of Russia, James Rickards, an investment 
banker and the author of the national best-
seller Currency Wars: The Making of the Next 
Global Crisis, explained the process: “what we 

are witnessing today is the slow 
remonetization of gold. This 
is evidenced by the following 
events: Russia has increased its 
gold reserves by 50% in the past 
four years, China has increased 
its gold reserves over 200% in 
the past four years, Germany is 
requesting that its gold kept in 
New York and Paris be deliv-
ered to Frankfurt, the Nether-
lands is considering repatriating 
its gold from New York, as are 
others. Vietnam, the Philippines, 
Mexico and others have all 
made signifi cant gold purchases 
recently. This is a slow-motion 
run on the bank in terms of gold 
reserves. There is no reason 
for a central bank to acquire 
gold or demand physical pos-
session unless you believe that 
gold is money. if gold is mon-
ey, then the implications for 
the price of gold based on the 
ratio of gold to paper money 
are an implied price of $7,000 
per ounce, or higher.”

If gold is money as some 
experts believe, then there are 
two distinct possibilities. Either 
gold will replace the dollar as 
the main element of the global 
monetary system or the dollar 
will revert to the gold standard 
and will be backed by gold.

Peter Koenig, who explored 
the topic of a new gold stan-
dard in his novel Implosion - an 
Economic Thriller, believes that 
the gold standard may be in-
troduced to help the American 
economy: “it is quite possible 
that the US may want to return 
to some kind of a gold standard 
to salvage the dollar… The re-
turn to the gold standard could 
be a very simple scheme; using 
a fi xed unit of gold vs. a debt ra-
tio close to the one of the high-
est interested debtor nation. A 
new gold standard would help 
Uncle Sam by revaluing the dol-
lar and at the same time purging 
its enormous debt on the rest of 
the world, mostly on the backs 
of those countries which have 
no or limited gold reserves. 
Many of them are developing 
countries with natural resources, 
sought-after by the West – re-
sources that would help pay 
their skyrocketing debt service.”

In his view, the reinstatement 
of the gold standard would deal 
a fi nancial blow to the develop-
ing countries, while the Euro-
pean countries will see it as a 

last chance to save their econo-
mies: “Most OECD economies 
with gold reserves – and espe-
cially the co-opted Europeans – 
might go along with the scheme. 
Mainly, because their econo-
mies are in shambles since the 
2008 Wall Street / IMF imposed 
artifi cial ‘crises’. Their short-
term thinking might see the new 
gold standard as the salvation 
for the beaten euro. But what 
else is there to expect, when the 
President of the European Cen-
tral Bank is a former Goldman 
Sachs executive?”

One of the problems of such 
a scheme would be the evident 
mistrust that exists between the 
central banks of the world. Re-
cently, the Bundesbank request-
ed that its gold held by the US 
be returned to Frankfurt. The 
Federal Reserve stated that it 
will need seven years to return 
the gold, sparking concerns 
that the Federal Reserve’s gold 
vaults are actually empty and 
that the US has no gold reserves 
left. The lack of an offi cial and 
regular auditing process fuels 
the conspiracy theories which 
imply that all of the gold has 
been sold in order to suppress 
its price.

While the reinstatement of 
the gold standard is possible, 
Karl Denninger points out that 
it is neither likely nor desirable: 
“the downside to gold as a cur-
rency is that the cartel control-
ling the supply (those who own 
the mines) is in fact more-cen-
tralized and less subject to the 
people than existing fi at cur-
rency sources are!  We could 
(as Americans) replace The Fed, 
but how do you “replace” a min-
er in South Africa?

In order for an economy to 
remain balanced, the supply of 
currency and credit must be cor-
related with economic output.  
If currency and credit expands 
faster than economic output you 
have infl ation, and if the con-
verse occurs you have defl ation, 
both in a monetary sense.  Prop-
erly managed fi at currencies 
can surpass gold in this regard.” 
One of the best-known argu-
ments in favor of the gold stan-
dard is attributed to the famous 
economist Friedrich August von 
Hayek who said that “with the 
exception only of the period of 
the gold standard, practically 
all governments in history have 

used their exclusive power to 
issue money to defraud and 
plunder the people”. While the 
“plundering” part may be true in 
regard to some governments and 
administrations, Karl Denninger 
points out that the gold standard 
is not immune to governmental 
debasing: “that modern fi at cur-
rencies have tended to be manip-
ulated politically toward devalu-
ation as a means to cost-shift and 
hide the impact of government 
defi cit spending is no more in-
herent in them than does Rome’s 
historical debasement of gold 
currency imply that all metallic 
currencies are subject to debase-
ment.”

The negative consequences 
of the eventual reinstatement 
of the gold standard should not 
be interpreted as proof of the ir-
replaceability of the US dollar. 
Peter Koenig told the Voice of 
Russia about one of the alterna-
tives to the dominance of the 
American currency: “Today the 
BriCS (Brazil, russia, india, 
China and South africa) have 
the power to replace the dollar 
as their international trading 
unit with their local curren-
cies, a blow to the US, hardly 
anybody dares speaking 
about. as an alternative to the 
dollar – or gold for that matter 
– they might propose a basket 
of currencies – similar to Spe-
cial drawing rights (Sdr – is-
sued by the iMF), with their 
combined currencies having a 
majority weight in the basket.”

Besides being an alternative 
to the dollar, gold attracts inves-
tors with its supposed ability to 
be a wealth preserver in times of 
economic trouble. That is why, 
not only central banks are inter-
ested in buying gold. Ordinary 
people often use it as an invest-
ment best suited for times of 
economic recession. The Obama 
administration seems to have a 
fairly optimistic view on the fu-
ture of the US economy, which 
implies that purchasing gold is 
a waste of money. But what if 
the future of the US economy is 
not bright? Karl Denninger has 
done impressive research on the 
mechanisms behind the econom-
ic problems that plague the US 
economy and described them in 
his book Leverage: How Cheap 
Money Will Destroy the World. 
In his view, the US economy is 
far from a swift recovery: “The 

last 30 years have been a time where credit 
expansion has powered a false economic pic-
ture.  That credit expansion cycle has ended and 
despite multiple attempts, refuses to restart. The 
likely reason is that there are no longer any will-
ing and able marginal credit takers (those willing 
and able to take on more debt) in the private sec-
tor.  Since the United States, along with eu-
rope, have refused to allow those who impru-
dently granted that credit to go bankrupt (the 
large banks, primarily) and clear the market 
in this regard it is unlikely that a strong recov-
ery can be obtained in the near future.”

If the economy is unlikely to recover, is gold 
a good investment for the near future? The opin-
ions presented by the experts we’ve interviewed 
are divergent. In his interview, James Rickards 
told the Voice of Russia that gold is a great invest-
ment because “it performs well in conditions of 
infl ation and defl ation”. Peter Koening and Karl 
Denninger have a different view. The arguments 
brought forward by the former World Bank econ-
omist concern the instability of the value of gold 
and its unproductiveness: “Gold, in my humble 
opinion, is not even a short-term viable invest-
ment. Its value is vulnerable. A sound economy 
must grow on stable ground. Land, productive 
land and home-grown industries – not specula-
tive real estate – might be the soundest invest-
ment for the US and the European economies to 
recover”. Karl Denninger pointed out that gold 
is an investment that has several fl aws: “Gold 
is an excellent geopolitical hedge but it makes 
a terrible infl ation hedge; you would have been 
far ahead of gold since the 1930s, for example, 
to buy common stocks rather than gold.  Indeed 
even from 1980 you’d be well ahead of the game 
to have bought stocks. I do not expect high infl a-
tion to be sustainable, say much less hyperinfl a-
tion.  As such, I do not fi nd the premise of gold to 
be a particularly attractive opportunity.”

In the fi nancial media and the blogosphere 
there is a fi erce debate about the gold standard, 
gold investments and the existence of a grand 
manipulative scheme in the gold markets. To a 
certain extent, it doesn’t really matter whether 
the gold conspiracy theorists are right or wrong 
and whether gold is a great or a terrible invest-
ment. If we compare the health of the economy 
with the health of a human body, it can be said 
that a feverish interest in gold is a like a fever 
in the human body. Just like how a fever signals 
that the body is not healthy, a feverish interest in 
all things related to gold signals that the econo-
my is very sick. The interest in gold investments 
and gold conspiracy theories shows that there is 
a profound lack of trust in the government and 
in its ability to save the economy. In this context, 
every ounce of gold bought by an individual in-
vestor in the US or a central bank from Russia or 
China is not an investment per se but actually a 
political statement and a demand for change in 
Washington’s economic policies. If the decision 
makers in Washington are not willing to pay at-
tention to the critics of its economic policies then 
maybe they will start paying attention when pri-
vate investors and the world’s central banks start 
dismantling the dollar system, ounce by ounce.
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