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Communication 

The Budget, Your Pocketbook, and Gold 
 

The recent budget dealt another blow to your pocketbook. The new rules on how your income 

is going to be taxed are not in your favor. Again, your cost to exist will increase (inflation) and it 

is not likely your disapproval will have any impact on an attempt to reverse the COST OF LIVING 

trend. Rising daily living costs whether electricity, groceries, travel, hair care or whatever, play 

an increasingly serious role in how comfortable we will live in the future. It is important to 

attempt to protect against this in advance. 

 

Of increasing concern is the difficult investment climate we have experienced over the last two 

years. Record low interest rates for savings and the erratic and volatile markets worldwide have 

resulted in poor to negative investment performance in areas typically considered as inflation 

protection havens such as precious metals (gold, silver, palladium and platinum) most notably 

gold and silver. 

 

With all investments, there is an expectation of ups and downs, with the focus being on 

achieving the ultimate goal of profitability, allowing investors to spend the profits to meet 

lifestyle needs. This is considered a normal investment strategy. Investments are chosen and 

held based on strong fundamentals, good management and the prospect of value increases 

over a reasonable timeframe. 

 

In recent years we have experienced a high degree of volatility, market moving crises, countries 

on the verge of bankruptcy, bailouts, the potential for seizure of personal wealth and not the 

least of which is the threat of nuclear war. 

 



 
       

 

 

 

This has put fear into the minds of many investors and has prompted them to attempt to 

protect and develop their wealth by speculating and trying to time the markets in an attempt to 

catch today’s winner and avoid the loser based on last nights news headlines. 

  

Comparing these two strategies might be like choosing a seasonal Coach (A) on the premise he 

or she may win a few games by stacking the team but not having the depth to finish out the 

season, or, Coach (B) who builds the team, perhaps sacrificing the early wins, to insure proper 

development of talent with reasonable assurance, the commitment to fundamentals, discipline, 

patience and faith in the team, will result in the pennant at the end of the year. 

 

Sometimes, due to injury or some other circumstance beyond his control, the pennant is 

delayed by a year and frustration sets in, but tenacity and focus on the fundamentals and 

discipline, yields the desired results. 

 

Most everyone who has exposure to precious metals (gold and silver in particular) through 

direct ownership, mutual funds or ETF’s, has not only been brutally impacted by the repeated 

disappointment of failed recovery but has become fearful and discouraged as daily news on the 

bullion prices and shares of the producers has been largely negative. 

 

What lies ahead for this sector, should investors eliminate their exposure and salvage what is 

left or do they maintained their faith based on current information and anticipate the 

“Pennant” will be theirs as a reward for their patience, courage and belief in fundamentals. Is 

this current very punitive environment one of the greatest opportunities presented to investors 

in decades? 

 

Since gold is the most visible of the precious metals, we will direct our comments primarily to 

this asset. Central banks around the world are buying gold at an accelerated and 

unprecedented rate. The printing of money by governments is also unprecedented and 

increasing every day. The US has made a commitment to print $85 billion a month with no end 

in sight, Japan, Russia, Brazil and Hong Kong are also increasing their money supply in order to 

reduce the value of their currency. 

 

Cyprus has just recently demonstrated the vulnerability of banks and governments and the 

possibility of drastic measures that will be taken, to confiscate savings and investment 

accounts. These actions further strengthen the fundamentals for higher gold and precious 

metals prices as we go forward. 

 



 
       

 

 

 

Many of the foremost experts on precious metals are suggesting that we are seeing the 

creation of one of the greatest buying opportunities in the last 30 years in this space. In spite of 

a significant stall or pullback in pricing over the last 18 months coupled with the prospects of a 

further decline in pricing before a surge forward. 

 

In 2008, gold reached a bottom of $700 and over the next two years rocketed to $1900, 

investors who had exposure to the junior mining sector experienced gains like 324% on Premier 

Gold, 455% on Richmont mines, 974% on China gold, 1245% on Midway gold, 2295% on Allied 

Nevada and over 5000% on Kaminak gold for example. The purpose in drawing your attention 

to these numbers is only to reflect on what might happen when the current price trend 

reverses. 

 

There is of course no way of knowing when we will reach the bottom however if history repeats 

itself and the fundamental reasons for price increases in this sector is credible, those who 

maintain exposure to this sector or those who may choose to increase their holdings or buy into 

the sector at this time may be facing opportunities that occur only rarely during our lifetime, 

perhaps we are seeing the best buying opportunity in over 30 years. 

 

Fortunately, we have choices in life and different options. We have the option to not maintain 

or take on exposure to precious metals and to place money in a much less volatile sector where 

we can avoid the unsettling volatility. We also have the option of waiting until we see some 

sustained positive movement in this sector and then jumping in. The danger here is, so much 

pressure has been building that many suggest when the tide turns it will be dramatic and quick 

and by the time we realize what has happened, it will perhaps be so late in the game that the 

positive impact will be lost. 

 

The global turmoil, the prospects of significant changes in our cost of living, the historically low 

interest rates and the need for perhaps changing traditional thinking, we feel, makes it 

extremely important to be in a position to take advantage of what might happen going forward. 

 

We have many investment options available for you to consider if you feel it is necessary for 

you to consider a reallocation within your portfolio. If you have not been contacted to discuss 

these options recently, please contact us immediately to allow us to work together on 

adjustments to your portfolio. 
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This publication is solely the work of Tim Keeler for the private information of his clients. Although the author is a Manulife 
Securities Advisor, he is not a financial analyst at Manulife Securities Incorporated (“Manulife Securities”). This is not an official 
publication of Manulife Securities. The views, opinions and recommendations are those of the authors alone and they may not 
necessarily be those of Manulife Securities. This publication is not an offer to sell or a solicitation of an offer to buy any 
securities. This publication is not meant to provide legal, accounting or account advice. As each situation is different, you should 
seek advice based on your specific circumstances. Please call to arrange for an appointment. The information contained herein 
was obtained from sources believed to be reliable; however, no representation or warranty, express or implied, is made by the 
writer, Manulife Securities or any other person as to its accuracy, completeness or correctness. 
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