
Cambridge Calgary Energy & 
Resource Investment 
Conference 2012

Calgary, Canada

March 30, 2012

Presented by John Kaiser

Understanding why Gold & Copper are Understanding why Gold & Copper are 

no longer Counterno longer Counter--CyclicalCyclical

www.KaiserResearch.com



since 2009 the copper and gold price trends 
have been twinned. The traditional inverse 
relationship between gold and copper no 
longer applies. The resource sector faces an 
all or nothing future.



Copper has not developed 
the post crash warehouse 
inventories one might have 
expected.





Why are gold producers & near producers 
in a downtrend since Dec 2010?



Is there a way we can 

look at these gold 

and silver charts 

without concluding 

that gold and silver 

bullion are in a 

dangerous bubble?





The Chinese Anomaly

• Hybrid central command economy 

with outsourced production 

• Cheap Labor – urbanization of 1 

billion rural Chinese unleashed by 

the end of orthodox communism

• No Health & Safety for Workers

• No environmental emission controls

• No Unions to secure medical or 

pension benefits

• US Dollar Peg: the devil’s bargain of 

maintaining an undervalued renminbi

by bankrolling the US trade deficit 

through the accumulation of US 

treasury debt

• FDI: foreign direct investment and 

technology transfer





Government jobs 
are in decline at 
all levels.



Key beneficiaries 
of the credit 
bubble have not 
recovered.











As the herd has chosen. 



Much of the growth 
resides in service 
sector jobs.



Wall Street’s Deindustrialization of America



The only manufacturing 
sub-sectors to undergo 
a sustained reversal of 
the long term job loss 
trend. Why?









Will the Arab Spring boost the flow of crude oil for the whole world, 
spawn Islamic agenda driven supply allocation strategies, or 
provide China with easier access once the petrodollar recycling 
dictators are gone? Can the global economy sustain an oil shock 
arising from a decision to “neutralize” Iran’s nuclear ambitions?





In case you were wondering who 
America’s military spending 
competitors might be.



The current gold price is a 
60%-70% real gain in 
inflation-adjusted terms from 
the $400 price that became 
the new reality after 1980. 
Can this gain hold and what 
does it mean for equities?



Is gold up because it is 
anticipating inflation which 
will wipe out the profit margin 
implicit in gold’s real price 
gain? 

Is gold up because the US 
dollar will massively decline 
against other currencies?

Neither the hyper-inflation nor 
currency debasement 
explanations for gold’s 
strength are good for gold 
equities.

The apocalyptic gold bug 
narrative does little for the 
profitability of gold 
production, the basis on 
which equities get valued.



America’s Key Problem: the Boomer Bulge & Health Care 



The cost of keeping the 
world’s shipping lanes open 
and America’s retirees happy.



Hitting the wall with an unfunded future. 
What should it be, guns or retirees? Which 
one votes? What if the jobless youth vote?



How will our children react to a skewed age of austerity?



Consider how the growth in nominal value of global 
GDP and gold stock compares to the gold price trend. 
Does it not look like a belated catchup for gold?



And somewhat 
excessively for silver?





Peak US Anxiety
Are we entering a multi-decade phase of 
elevated anxiety over what will maintain global 
peace and free trade as America’s will and 
ability to bankroll its global police cop role 
fades as the economies of more populous 
nations grow at a faster rate? Can we rely on 
gold as a measure of this transitional anxiety?

Transitional Anxiety

Peak US Supremacy



If so, here is what structural 
transition anxiety means for 
the real price of gold during 
the next 5 years.



And what it might mean for the 
price of the poor man’s gold.



The world did not end in 1980, and it probably 
will not end any time soon. But we could see 
some very high real bullion prices which, 
when they settle back to current levels after 
the crisis ends, will unleash an equities boom.



Don’t rule out the possibility of 
temporary spikes during geopolitical 
crises such as witnessed in 1980.





Skyrocketing gold & silver reflect a 
looming crisis for global supply 
channels that requires us to think 
in terms of security of supply. 

It’s not about the collapse of fiat 
currencies and the end of America.

It’s about the relative, not absolute, 
decline entailed for America by a 
global economy whose growth is 
driven by emerging economies such 
as China.

It’s about fear over the instability that 
this transition will bring to the world.

If it looks like a bubble, then 
how can it not be a bubble?

Because it is a delayed 
adaptation to a new reality 
brought about by globalization 
and the end of the Cold War.
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