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INTRODUCTION
Rick Rule began his career in the securities business in 1974 and has been principally involved in
natural resource security investments ever since. He is a leading resource investor specializing in
mining, energy, water utilities, forest products and agriculture, and has originated and participated
in hundreds of debt and equity transactions with private, pre-public and public companies. Mr. Rule
is also the Founder of Global Resource Investments, President and CEO of Sprott U.S. Holdings,
Inc. and a member of the Sprott Inc. Board of Directors. He is a frequent speaker at industry
conferences and has been interviewed for numerous radio, television, print and online media
outlets concerning natural resource investment and industry topics. Mr. Rule is frequently quoted
by prominent natural resource oriented newsletters and advisories.

WHY DO I CARE?
After spending most of the last decade in a period of declining and/or stagnating prices, gold has
spent the last two years on a bit of a tear, up 67% since September 2018, and with the exception
of a sharp dip during the heights of the COVID-19 outbreak, the rise has been steep and basically
uninterrupted. Many of my listeners have asked me to devote an episode (or more) to the yellow
metal, but I’ve resisted. I think this is mostly because I’ve been a long-time investor in (and holder
of) gold and have devoted a great deal of time to exploring the case for the barbarous relic as an
investment both in my personal life and on my old TV program. I simply didn’t find the prospect of
spending time on it again very exciting.
In a sense, it is exactly this quality of being boring that makes gold so enigmatic. It is at once both
mystifying and mundane, captivating and forgettable. But this quality also betrays something
comforting about gold. In an age of futurism and “techno-euphoria,” gold offers a return to the
stability of something more basic and familiar. How many times have we heard gold bugs remark:
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“gold has been money for every 5,000 years?” It’s true. The dollar may have a great track record,
but in the game of money, it can’t even qualify for the pee-wee league. And don’t even try and get
me started on Bitcoin.
Like Bitcoin however, the arguments that gold’s advocates will make for owning it change with the
times. During the height of the financial crisis of 2008-2009, when the Fed and other central banks
were printing money like it was going out of style, gold’s proponents were sermonizing its antiinflationary properties. “Surely,” they claimed, “a doubling or tripling of the nation’s money stock
cannot bode well for the value of paper money.” 12 years and 6 trillion dollars later, gold has roughly
doubled, whereas anyone who had bought a collection of stocks tracking the broader S&P500
index during the March 2009 lows would have nearly quintupled his or her money. In the face of
such contradictory evidence, many of these same proponents switched to calling gold “insurance.”
But insurance against what? If gold isn’t a hedge against inflation and we know that deflation is
good for bonds and the dollar, then when does it make sense to hold gold? “Always,” is what we
might expect gold bugs to say, and in some sense they would be correct. That gold has a place in
every person’s portfolio I have little doubt. Whether the fires of inflation, the arctic blasts of deflation,
or the lifeless forces of stagnation are beset upon markets, gold can always find a buyer at a
*reasonable* price. So, in this sense, gold is insurance against illiquidity in the most absolute sense
of the word. In the long arch of history, even cash comes and goes, but gold can always find a
buyer. For the ultra-long-term investor playing the long-game of capital preservation, gold is the
ultimate form of insurance and capital preservation.
But there are times that gold plays an additional role in an investor’s portfolio as a speculative asset
that has shown the ability to generate annualized returns in excess of 30% over the course of a
decade (case in point, the period between 1970 and 1980). This is what most people really mean
when they ask about the value of gold as an investment. What they are really asking is “when is
the best time to buy gold so I can preserve my capital and hopefully, become richer?” The central
question we seek an answer in today’s conversation is whether today is one of those times. It might
very well be. Let’s see if my guest can convince us.
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What is Gold?

GOLD’S DRIVERS:
Background — Q: Could you tell me and our listeners how you got
your start in the natural resource and commodities business? Q:
What attracts you to this industry and what drew you towards it in
the first place? Q: How much of it was specific to the sector and
how much of it was the financial side of the business that excited
you? Q: How have your interests and passions changed over the
decades? Q: How broad are the buckets in which Sprott invests?
(e.g. metals, energy, water, etc.) Q: What are some of the most
exciting prospects for the future of the natural resource industry?
(e.g. uranium, water, etc.)
Endogenous vs. Exogenous Drivers — Q: What are the drivers of gold’s price? Q: How much of
gold’s price movement is due to endogenous supply factors and how much is due to exogenous
forces like pandemics, financial system-wide bankruptcies, or quantitative easing? Q: What are the
variables that impact the supply of gold (e.g. price of oil, change in environmental policy, etc.)?
Costs of Gold Production — It costs about a thousand dollars to produce an ounce of gold. Q:
How much does it cost to produce an ounce of gold? Q: What are the different factors that go into
the cost of producing an ounce of gold?
COVID-19 & Supply Chain — Q: How has the
coronavirus pandemic impact the supply chain
for precious metals? Q: Has it affected different
metals differently?

GOLD & PAPER MONEY
‘Pauper’ Doller — Just a few months after we
saw a large spike in international demand for the
dollar, the US currency has since suffered its
poorest monthly performance in 10 years (5%
drop in July), hitting its lowest point against a
basket of currencies since 2018. Q: How much
of the rise in Gold is really just a decline in the
demand for dollars? Q: How much of it is a general decline in the demand for paper money?
Euro Highness — The latest available data from central bank reserve managers shows that the
US currency’s share of their stockpiles increased
in the first quarter of the year, with nearly 62 per
cent of the roughly $11tn of global foreign
exchange holdings allocated to the dollar. This is
just two percentage points lower than in 2008,
according to data from the IMF. The euro’s share
of reserves peaked in 2009 at 28 per cent; in the
first quarter of the year it stood at 20%. Despite
this, Q: with American politics becoming ever
more polarized and dysfunctional just at the
moment when the EU is showing new signs of
unity and purpose, could we be seeing the early
stages of a relative bull-run in the value of the
Euro relative to the US Dollar?
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GOLD: MEASURING ITS VALUE
Gold as the Anti-Fiat Money — Q: Is it possible to
understand fluctuations in the price of gold without
thinking about the value of, faith in, or demand for
paper money?
Measuring Faith in Paper Money — Q: How do we
measure a population’s faith in the currency of the
realm? Q: Since the source of people’s faith in paper
money is so multifaceted, is it ultimately a fool’s
errand to try and extrapolate from various financial
indicators (e.g. money supply growth, stock
valuations, credit availability, etc.) people’s faith in
fiat currency?
GOLD → PRECIOUS METALS →
COMMODITIES
Gold vs. Precious Metals — Q: What is the
relationship between gold and the other precious
metals? Q: How tight are the correlations across the
various metal pairings, most notable gold and silver?
Q: What is the lag in those correlations? Q: How
much variability have we seen in those correlations
over market cycles? Q: What is variability in volatility
between gold and silver? Q: What accounts for the
higher amounts of volatility in silver?
Precious Metals vs. Commodities — Q: Do
precious metals tend to rise and fall in line with the
broader cycle in commodity prices? Q: What are the
characteristics of this relationship? Q: What
accounts for the correlation? Q: What accounts for
times when gold and silver diverge from the group?

CASE FOR A GOLD BULL MARKET
Bull Case for Gold — Q: Do you believe that we
are in a new secular bull market for precious metals
and precious metals-related stocks? Q: If so, where
are we in that cycle? Q: How long do you think this
bull market will go on for? (the last two lasted about
a decade each)
Gold Price Projections — Q: Do you have any
views or thoughts about how the price of gold will
behave or respond over the course of the rest of the
year?
Gold’s Real Price — Q: What is gold’s inflation
adjusted peak price in 1981? That doesn’t seem
very far away. Q: Has there been any attempt to
track gold’s paper asset inflation adjusted price?
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Head Fake? — Q: How do we know that we are not
in another period like 2011, where gold bugs are
predicting stagflation, but where instead, we get
stagnation with a persistently strong dollar despite in
the face of zero-rates?
Gold’s Decline in the Face of Monetary Easing —
Q: Why do you think that gold took up until last week
to make a new all-time high considering how much
the Fed’s balance sheet has expanded since its last
peak in 2011?
Investor Allocation Over Cycle — Q: What tends
to be the allocation of precious metals in investors’
portfolios over the course of a bull market cycle? Q:
Where are we today? (less than .5% vs. 1.5-2%) Q:
Where do you think we are going?

GOLD DEMAND DRIVERS
Institutional Buying — Q: What consideration do most institutional investors put on gold as a
portfolio diversifier?
Institutional Infrastructure & Policy — Q: How important is institutional infrastructure and policy
at major allocators to price?
Gold vs. Treasuries — One could make the case that bonds no longer provide the same type of
risk-off exposure and diversification for 60/40 portfolios. At 0% interest rates their upside potential
is entirely speculative (based on the face value of the bond), while carrying more risk than ever
before. Q: When/how might we see a change in institutional interest when it comes to gold
ownership? (gold vs. treasuries?) Q: What might drive such a change? Q: How impactful might
such a change be?
Central Bank Accumulation — The end of 2019 marked one decade since central banks became
annual net purchasers of gold, following the 2008 financial crisis, according to figures provided by
the World Gold Council. In total, 15 central banks
increased their gold reserves by at least one ton
during 2019, which also marks the year in which
central banks first replenished and then exceeded
the amount of gold they held in reserve to start the
third millennium. The 5,019t surge in demand over
the last decade, more than offsetting the 4,426t of
net sales between 2000-2009, means that reported
global official gold reserves are now only 12%
below the all-time high of 38,491t seen in 1966.
Q: How influential is central bank buying to the
price of gold? Q: Why do central banks accumulate
gold and what can we surmise from their behavior?
Q: Do the publicly available numbers on central
bank gold reserves accurately capture gold mined
domestically by state owned/controlled institutions
that may simply transfer their supply directly to the
government?
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Paper Gold — The SPDR Gold Trust (GLD) and iShares Gold Trust (IAU) dominant the exchange
traded product space for gold, representing a combined total of approximately $110,000. There has
been a proliferation of ETF’s and ETN’s in the last two decades, but these two represent by far the
largest stake and launched between 2004-2005. It was argued at the time (and perhaps it is true)
that the proliferation of such derivative products (i.e. paper gold) would create upwards pressure
on gold’s price by giving more people easier access to the yellow metal. Q: What role might we
expect the market for paper gold to play this time around?
Gold Equities — Q: When people talk about investing in gold equities, what do they mean? Q:
What is case for gold equities?
Large Cap vs. Junior Miners — I’ve read that gold mining stocks are the least expensive relative
to bullion in decades and cheap by any standard valuation metric. The earnings and cash flow
outlook for the goldminers is highly favorable, especially when compared to most other equity
sectors. Q: What is the case for mining stocks? Q: What about junior miners? Q: What drives
profitability and valuations in this industry? Q: How should people invest in these types of
companies (e.g. buy individual stocks or buy the index)? Q: Should we expect to see an increase
in mergers & acquisitions among the miners?
Relationship of Miners to Bullion — Gold mining stocks have outperformed gold bullion 2-3x*
during past bull phases for the metal. Q: What is the relationship of mining stocks to bullion? Q:
Why do equities tend to play catch up when bullion leads a bull market?
Foreign Demand for Gold — Q: How much of the demand for gold do you expect to come from
outside of North America?
Central Bank & IMF Demand — Q: How much of gold’s demand will come from international
monetary institutions?
ESG — Q: Could we see this larger movement towards ESG investing negatively impact the gold
price?
New Gold Standard — Q: What chance do you ascribe to the possibility that we may return to
some new kind of “gold standard,” and what would it take in order for that to happen?
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Gold Is Rallying. The Mining Stocks Are the Best Way to Play It.
Gold prices have rallied to new highs, helped by renewed weakness in the dollar, and the metal
could soon be poised to hit $2,000 an ounce.
Gold gained $33.70, to $1,931.00 an ounce Monday. The old peak set in August 2011 was around
$1,900 an ounce. Gold is now up about 27% this year, making it one of the better asset classes.
Investment demand continues to be strong. The amount of gold in exchange-traded funds rose to
a new high of 106.7 million ounces on Friday, up more than three million ounces so far in July and
up 30% so far this year according to Bloomberg data. The largest ETF, the SPDR Gold
Shares (ticker: GLD), had a record 39.5 million ounces on Friday.
Mining stocks were higher. The Van Eck Vectors Gold Miners exchange-traded (GDX) fund was
up 4.8%, to $43.84, Newmont (NEM) was up $2.29, or 3.4%, at $69.04, and Barrick Gold (GOLD)
was 5.2% higher, at $29.91. Barrick and Newmont are the two leading gold mining stocks.
There could be more room for the mining stocks to rally since their profits are leveraged to gold
prices. Newmont’s free cash flow increases $400 million annually for each $100 move in gold prices
with a base of $1 billion of free cash flow at $1,200 an ounce, according to a company presentation.
Yale economist Robert Shiller and the CEOs of broker Redfin and homebuilder Taylor Morrison.
Plus, Jack rants about gold.
At current gold prices, Newmont’s annual free cash would be more than $3.8 billion annually, based
on that analysis. The company’s market value is
about $55 billion.
Barron’s has been bullish on gold and mining
stocks including a cover story in 2018 and
an article in March. Our Up and Down Wall
Street Columnist Randall Forsyth was also
bullish on gold earlier this month.
Gold’s move is helping silver, which was up
$1.67 an ounce, or 7.3%, to $24.48 an ounce.
Silver, which usually is more volatile than gold,
has rallied by more than a third this month. The
gold/silver ratio continues to contract and is now
around 80, down from a peak of around 125 in
March.
Silver equities are relatively scarce with one of
the leaders, Pan American Silver(PAAS) up
over 5% Monday to $38.77. Pan American Silver
got more than half of its revenues from gold last
year. The Global X Silver Miners ETF (SIL) has
gained 6.6% to $49.99. Silver normally is found
in mines with other metals such as gold.
Gold tends to move inversely with the dollar and
the dollar has continued to weaken with the U.S.
Dollar Index off 0.78 to 93.66, its lowest level
since 2018. The dollar index is down nearly 10%
from its March peak.
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Gold is also being supported by ultralow nominal U.S.
interest rates and negative real rates in the U.S. The yield
on the 10-year Treasury inflation-protected securities is
about minus 1%.
Mark Haefele, the chief investment officer at UBS Global
Wealth Management, wrote Friday that he sees gold
heading toward $2,000 an ounce and that the metal offers
diversification benefits and protection from market
volatility
“While we think gold will continue to be supported by rising
geopolitical tensions, in our view the primary drivers of the
gold price are its negative correlation to real interest rates
and the dollar. We think these three factors, in combination
with limited supply growth as miners continue to restrain cap ex spending, will drive gold prices
higher,” Haefele wrote.
New mined supply of gold adds less than 2% annual to aboveground stocks. There is an estimated
6 billion ounces of gold in the world. Compare that with the sharp expansion in the Federal
Reserve’s balance sheet.

Wall Street Is Throwing Billions at Once-Shunned Gold Miners
A year ago, you couldn’t get Wall Street to touch most gold miners’ stocks. Today, it’s throwing
billions at the industry.
Precious-metals miners once seen as too leveraged and high-risk for the typical investor raised
$2.4 billion in secondary equity offerings during the second quarter, data compiled by Bloomberg
show. That’s the most since 2013 and seven times more than the funds they raised a year earlier.
With the Covid-19 crisis threatening economies worldwide and gold prices soaring on the heels of
monetary and stimulus programs, precious-metals companies have become the darlings of the
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investment community. The sector, which once largely drew the attention of specialist
funds, is now attracting a broad base of investors.
“All of a sudden we’re seeing real interest from generalists,” said Bryan
Slusarchuk, chief executive officer of Fosterville South Exploration Ltd., whose
company plans to dig for gold in Australia. “If this continues, it could just be
the start of an incredible bull market for gold equities.”
The market for gold miners has been dominated by the top two giants,
Newmont Corp. and Barrick Gold Corp., with investors shying away from many of the others. That’s
either because balance sheets had too much leverage or companies had too few mines and
projects to spread out the risk. Many also remember the write-downs that followed the gold price
slump of 2013.
But junior miners are now starting to benefit. Take the case of American Pacific Mining Corp., an
exploration and gold-mining firm with market capitalization of less than $20 million. The company
raised $3 million in the second quarter, six times more than it had initially planned. Interest was so
big that it had to turn away offers for more, said CEO Warwick Smith.
“The big boys play first, and then that money trickles down to the smaller companies, exploration
companies,” he said.
Revival Gold Inc., a Toronto-based exploration company, said Tuesday it was increasing its
previously-announced public offering by C$3 million ($2.2 million) amid “strong demand” from
investors. Spot gold prices rose 1.3% Tuesday to $1,841.94 an ounce, trading near the highest
level in almost nine years.
The reasons that boosted the appeal of gold miners are the very same pushing investors away
from companies digging for metals like copper or lithium, which are more dependent on economic
growth. Base and industrial metals firms raised just $34 million in the second quarter, data compiled
by Bloomberg showed. That’s a 40% decrease from the same period a year earlier.
Battery metals projects are also struggling to lure investors.
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Clean TeQ Holdings Ltd.’s Sunrise nickel-cobalt-scandium project in Australia is a prime example.
The company said in mid-June it wasn’t able to commit to a final investment
decision on the $1.5 billion project as the pandemic presented “challenges for
funding.”
Bankers don’t like risks,” said Andrew Bowering, a director at American
Lithium Corp., which has an exploration project in Nevada. “That
means you need to strike a long-term offtake agreement so they have
guaranteed production from the mine, and right now you’ve got no big
buyers.”
The allure of gold companies comes even as the coronavirus makes mining harder, with a higher
risk of infections in tight, closed spaces. Barrick last week said it continued to benefit from strong
prices even as the pandemic shuts down mines.
The prospect of profits has already prompted hedge fund Crescat Capital LLC to launch its first
activist-investing campaign in gold and other precious metals equities, with a focus on junior
exploration companies.
“We really think the timing for gold mining stocks is just incredible right now, especially going down
into the junior space, and all the way into the junior exploration side of things,” said Kevin Smith,
the founder and chief investment officer of Crescat, which manages about $75 million in assets.
Investment in the sector is also coming in the form of mergers and acquisitions. Deals heated up
in the second quarter, with 12 transactions valued at $2.86 billion being announced, according to
Bank of America. That’s nearly double the first three months of the year.
“With mines being closed and things tightening up, the C-suite are all in the boardroom, and
they’re talking to other companies about M&A,” said Smith of American Pacific. “They’re talking to
their bankers, they are reaching out to have these conversations, and deals are getting done.”
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