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== MORE CRISIS TO COME ==
GOLD MORE ACTUAL THAN EVER

FINANCIAL ISSUES TURN OUT NOT TO BE SOLVED PROPERLY

Last month I wrote that it maybe was funny to ask the question
about $10,000 gold. But apparently I was not the only one to put
that price tag on the gold price as a distinct possibility. A few other
gold writers came out with their reasoning and it gave me a feeling -
of comfort that they included some real prominent ones. For
instance, when someone like Nick Barisheff talks, I listen. And
you should too.
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It has been quite some time since I published an article from Nick
Barisheff. Since I met him several years ago in Switzerland, I have
been impressed by him and his opinions, his foresight and realism, his projections and
courage, his determination and judgement, his expert vision.
Jantiany 2012 Nick has been associated with BMG, the Bullion

EDITORI AL Management Group, which is one of the foremost advocates

of buying gold and silver bullion and investing in the precious

e metals bullion funds that it manages. Last week, Nick
¢ presented his Outlook for 2012 at the 18th Annual Empire
gold Jan. 25: $ 1654.40 Club Outlook Luncheon in Toronto. I am very pleased to refer
you to his speech "WHY RISING DEBT WILL LEAD TO
$10,000 GOLD" which is now posted at my website on the page MEDIA LINKS under the
heading GOLD COMMENTS. An absolute must to hear and see.

Another source of prominence was again Frank Holmes, CEO and Chief Investment Officer
of U.S. Global Investors, who headed a panel in a recent web broadcast. The excellent panel
members relayed a truly intelligent high-finance conversation, including a smart address by
U.S. Global's Brian Hicks, who made a case for substantial higher gold prices, among other
things because of the unprecedented today's money supply. >

The information presented in this report is obtained from sources believed to be reliable but is not guaranteed either as to accuracy or completeness. The European
Gold Centre does not render investment advice and the contents of this report is not to be considered, and under no circumstances to be construed as, a
recommendation or solicitation to purchase of commodities and/or securities of the companies described or mentioned herein.



EUROPEANGOLD CENTRE

Global Money Supply Growth Current Global M2 Levels Mean
Highest in Over a Decade Gold Prices Could Be Much Higher
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» The chart on the left side shows how serious the current level of the global money supply
already is right now. In my reasoning that will follow, you will see that I expect the money
supply to continue to rise to maybe even dramatic levels over the next few years. The chart
on the right side shows that gold could, and should be much higher if only the money supply
would be backed by gold. Of course I know it is wishful thinking to expect that all the money
in the world should be backed by gold, but look at the figure at the end of the purple line ....,
$10,116 per ounce of gold. Sounds familiar?

Another illustration of the undervaluation of gold at this time is the following chart from the
U.S. Global webcast presentation:

Gold Undervalued Compared to Rise
in Other Areas of U.S. Economy
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The above chart shows the increases of Total U.S. Debt, the S&P 500, the U.S. GDP and the
gold price since 1980; also from this viewpoint is gold obviously undervalued.

One of my other gold observing friends has recently spoken out about gold. Jeffrey Nichols
1s expecting that gold can possibly gain as much as 50% in value, albeit that also occasional
big declines may occur. His recent trip to China has convinced him that demand there will
continue to be strong as more and more new buyers are coming to the market whereas the
older buyers are inclined to hold onto their holdings. Jeff reasons that this will enlarge the
shrinking of the "free float" of physical gold and enhance the market's real-world supply and
demand fundamentals. >
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» As you know, I have been an advocate of higher gold prices since 2002 when I saw the
prevailing markets of long-lagging metal prices reaching an over-exaggerated and obvious
bottom. Those who have followed my writings since I came back to the market in 2003 have
seen that I have continuously given my considerations and reasoning for this positive
attitude. Also in my more recent writings I have repeatedly stated that the recent price
weaknesses were not structural and would be overcome. Looks like we have reached that.

One of my major concerns in today's world is the continuing demand for loans to be used
to cover the ever-growing deficits. After it appeared that there was an agreement reached in
the Eurozone to solve or rather call to a halt, the precarious position of Greece and some
other weakening European countries, the real situation turned out to be a little different last
week. Greece shows to have remarkable comparisons with a bottomless bucket and seems
to be more or less helpless. Despite all the support and the financial injections, Greece may
be the first country that will literally go bankrupt if they will not succeed to get their
financial matters in order soon. Already in March they face the first upcoming payments to
serve their huge debts and granted, they are in the middle of frantic discussions with their
debtors about a more definite solution. The new government has tried to show the world that
they are serious in acting in line with what the European lenders want from them, taking
drastic steps to get their internal finances reorganized, by publishing a long list of individuals
who owe the government a huge amount of taxes. Greece could meet their March obligations
if "only" these back taxes would be received. But that is true wishful thinking......

In the meantime, the negotiations between the Institute for International Finance (IIF) and the
Greece government are continuing to restructure €155 billion of debt to private parties, such
as international banks, into new 30-year bonds. These lenders have indicated that they are
willing to write off 50% of their loans but that seems not to be enough. The government
states that a write-off of at least 70% should be necessary to lower the total debt of Greece
from the current 160% of the GDP to 120% by the year 2020. Time will be of the essence,
because if an agreement will not be reached now, it will endanger the new financial support
package of €130 billion from the European Union and the IMF. If there will be no
agreement, actual bankruptcy will be imminent, an unprecedented situation.

But it is not only Greece that is a serious patient in the hospital of international
government finance. Standard & Poor's made earlier fears come true in depriving France
and Austria from their precious triple-A rating. In their slipstream, Italy, Portugal and
Cyprus saw their ratings lowered by two levels. Not so surprising as the US and Japan
already lost their triple-A status earlier. Only Germany, the Netherlands and Finland are left
as the most significant European countries with the highest ranking

In my simple and down-to-earth view, the 50-70% writing-off of the loans to Greece and the
consequence of the lower credit ratings can only lead to one thing: the need for money will
be increasing substantially and higher interest rates will make that money much more
expensive than ever. As solutions are not easy and sorting the necessary effect on the short
time, it is likely that governments have no other choices than to get the dust off the
money printing machines or open all doors to China and India....... Who said that gold is
just a relic from ancient times and has lost its function.......? >



» It certainly was not Eric Sprott, the founder and driving force of Sprott Asset
Management LP, who just delivered Part Three of his article ""THE FINANCIAL SYSTEM
IS A FARCE". It is interesting how he as an internationally recognized money manager and
investment strategist looks at the subject of Europe and finance. Read this quote:

"Then there's Europe and the European Central Bank (ECB). Back in December, the mighty ECB had to
ﬁ step in with yet another massive liquidity injection to avert a total meltdown in the EU
E 3 banking system. On December 21st, they flooded 523 separate EU banks with a "Long Term
Refinancing Operation" (LTRO) program totaling €489.1 billion ($626 billion). The program
y consists of loans that are due in three years and will charge an accommodating 1% interest
@B rate. The liquidity injection will allow the EU banks to participate in a delightfully convenient
carry-trade whereby they can take the borrowed money at 1% interest and invest it in various sovereign debt
auctions that will likely pay them 3% or higher. The banks will keep the difference in profit, and the EU
PIIGS countries get to breathe easier knowing they'll be able to sell their garbage paper to the EU banks at
suppressed rates as long as the LTRO loan money lasts. And the best part? It doesn't involve any money
printing, so there's really no risk of inflation, you see?

So just so we're on the same page, if everything goes according to plan this year, European sovereign
governments will fund their debt auctions with borrowed money lent to them by over 500 European banks
who have themselves borrowed hundreds of billions of euros from the European Central Bank,... who as far
as we can tell, borrowed those euros from the various EU sovereign states (or simply printed them). Do you
get it? Do you see the circularity? Do you see the can being kicked down the road? And guess what? Since
€489.1 billion is clearly not enough to avert disaster this year (most EU banks are so undercapitalized
they've simply parked the borrowed LTRO money back with the ECB at 0.25% interest), the ECB has
promised to launch another LTRO injection this coming February! No wonder gold was down in December.
They completely solved the European debt crisis!"

I trust the not so happy views in this issue of will serve you as food for your
thoughts. Times are changing, it is your choice to rethink your investment habits. Gold in any
possible form should be part of your portfolio. A few years from now, gold will have made
the difference........ !
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