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This is a short summary of our fortnightly Degussa Marktreport. 

 

“FOR IN FIRE GOLD IS TESTED” 

 

Jesus Sirach, 2:5 
 

Welcome, everybody!  

The title of my talk is: “For in fire gold is tested”, words I took from the Old 
Testament, written by Ben Sira (also known as Shimon ben Yeshua ben Eliezer 
ben Sira (180–175 BCE) or under his Greek name Ecclesiasticus).  

I will, in the first step, explain that today’s worldwide unbacked paper- or “fi-
at” money regime is an economically and socially destructive scheme – with 
far-reaching and seriously harmful consequences.   

In a second step, I will argue that a free market in money – which amounts to 
ending the money production monopoly of states – would solve the numerous 
economic, social, and political problems we face today.  

In a third and final step, I will address the issue of gold in today’s and tomor-
row’s world of monetary turmoil. I hope that against this backdrop, you will 
understand why the title of my talk is “For in fire gold is tested.” 

WHAT IS FIAT MONEY, AND WHAT DOES IT DO? 

Please let me begin by saying that the US dollar, the Chinese renminbi, the eu-
ro, and the British pound represent fiat money.  

Fiat money has three characteristics:  

(1) Fiat money is money monopolised by the state’s central bank. It is created 
by central banks and commercial banks, licensed by the state.   

(2) Fiat money is mostly produced through bank credit expansion; thus, it is 
created out of thin air.  

(3) Fiat money is dematerialised money, consisting of colourful paper tickets 
and bits & bytes on computer hard drives. 

Fiat money is by no means “harmless”. Fiat money is inflationary. Its buying 
power dwindles over time, and history has shown that this entropy is almost as 
irreversible as gravity. 

Fiat money makes a select few rich at the expense of many others. The first to 
get new money benefit to the detriment of those on the bottom rung. 
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Precious metals prices

Actual

(spot) 2 W 3 M 12 M

I. In US-dollar

Gold 1.908.8 0.5 -3.3 30.5

Silver 24.1 -0.1 -0.9 42.9

Platinum 874.9 1.7 -3.5 -2.5

Palladium 2.293.1 -1.7 9.7 23.8

II. In euro

Gold 1.628.8 0.5 -2.8 23.4

Silver 20.6 0.1 -0.3 35.1

Platinum 746.6 1.6 -2.6 -7.9

Palladium 1.957.0 -1.6 10.3 17.1

III. Gold price in other currencies

JPY 198.974.0 -0.6 -4.8 24.9

CNY 12.689.4 -0.2 -7.9 23.3

GBP 1.466.7 -0.2 -2.8 29.8

INR 141.899.3 1.9 -4.1 35.5

RUB 149.508.4 1.3 2.0 59.2

Source: Refinitiv; calculations by Degussa.

Change against (in percent):
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What’s more, fiat money fosters speculative bubbles and capital misallocations 
that culminate in crises. This is why economies go through boom and bust cy-
cles.   

Fiat money lures states, banks, consumers, and firms into the trap of excessive 
debt. Sooner or later, borrowers find themselves in a deep hole with no way 
out. 

Fiat money is easy to come by, so the government can finance its adventures 
and misadventures. Easy money; easy come, easy go. And the government 
keeps growing as it keeps spending. 

As the state expands and grows like weeds in an untended garden, this exces-
sive growth strangles the free market economy, causing production and em-
ployment to suffer. 

After decades of credit and money creation out of thin air, central banks have 
built up a colossal debt pyramid. The International Institute for Finance (IIF) es-
timates that global debt amounted to 331 per cent of global GDP in the first 
quarter of 2020.  

The coronavirus crisis, in particular the politically dictated lockdown crisis, has 
laid bare the instability of the world’s debt-ridden fiat money regime.  

Without growth, investors must fear that borrowers might no longer be able to 
service their debt – and so investors rush to exit the credit market. As credit 
supply dries up, many borrowers are not in a position to repay maturing loans, 
nor are they able they obtain new funds.  

To prevent the fiat money regime from collapsing in the lockdown crisis, central 
banks have stepped in, suppressing market interest rates and printing new 
money to prevent financially overstretched states, banks, and firms from de-
faulting on their payments. Central banks monetise national debt on a grand 
scale, hitherto seen only in times of war.  

MOVING TOWARDS SOCIALISM  

To sit back and think “Well, monetary authorities have successfully bailed out 
the system, everything will be fine,” would be a grave mistake. Because more 
than ever, central banks are doing severe damage to what little is left of the 
free market economic system.  

Artificially low interest rates and massive amounts of newly created money lead 
to malinvestment on a grand scale, and under current circumstances, they help 
to make government even bigger, feeding the growth of the “deep state”.  

The uncomfortable truth is that the fiat money regime and all political efforts to 
prevent its collapse lead to semi-socialism or even outright socialism.  

And from an economic and historical perspective, we know that any form of 
socialism does not bode well. It impoverishes people, brings chaos, oppression, 
and violence.  

Furthermore, what should worry all of us is that the fiat money regime is in-
strumental for those political forces that wish to transform, to reshape the 
world economy. The “political establishment”, the “Davos Elite”, for instance, 
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Source: Refinitiv; graphs by Degussa. 
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undoubtedly favours fiat money and the erosion of the free-market system it 
brings – for it increases the possibilities of the state to interfere in people’s lives.  

In fact, the so-called ‘new world order’ that progressivists envision – replacing 
the free market system by a planned economic system, if put into practice – 
poses a serious threat to the freedom and prosperity of billions of people 
around the globe.  

THE WAY OUT  

With that in mind, I will speak an unsettling truth, which is that if people are 
coerced into using fiat money, the free economic and societal order will not 
survive. 

What could be the solution? Well, a solution is at hand and, technically speak-
ing, it is quite simple: Open a free market in money!  

A free market in money means that everybody has the freedom to choose the 
kind of money he or she thinks is best.  

And everyone has the freedom to offer his or her fellow human beings some-
thing that can serve them as money.  

But wouldn’t that result in monetary chaos? Would the market be flooded with 
thousands of new monies?  

No, it would not! For it is the demand for money, the multiplicity of individual 
actors, who would decide what will be used as money.  

If people can choose freely, it may not take long for a good to emerge that will 
be used as money not only nationally but internationally – as a universally rec-
ognised medium of exchange.  

Of course, we wouldn’t know what people prefer as money. However, looking 
into monetary history, there is reason to believe that precious metals, gold and 
silver, in particular, would be in the race for becoming money. Looking ahead, it 
could also be a crypto unit. Who knows?  

Why aren’t people using gold and silver for payment purposes right now? Well, 
people got used to using US dollar, euro and the like as medium of exchange.  

What is more, people are not yet deterred by the chronic “inflation tax” on 
their money balances, which means that the purchasing power of money de-
creases over time.  

And perhaps even more important: Government taxes – namely value-added 
taxes and/or capital gains taxes – on precious metals make them uncompetitive 
against official currencies.  

But change is underway. As you may know, quite a few US states (e.g., Texas, 
Arizona, Utah, and Wyoming, to name a few) have abolished sales taxes and 
capital gains taxes on precious metals, allowing for a level playing field in terms 
of alternative monies competing with the US dollar.  
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THE CASE FOR GOLD  

Whatever comes out of the current monetary mess, regardless of the twists and 
turns it may take from here, there is good reason to hold on to physical gold. 
For fiat money will inevitably bring inflation and economic hardship.  

Former Federal Reserve chairman Alan Greenspan summed it up best when he 
said in 2014:  

“Gold is a currency. It is still, by all evidence, a premier currency. No fiat curren-
cy, including the dollar, can match it.” 

Gold is not only the ultimate means of payment. It is also a line of defence 
against the evils of fiat money. Gold’s purchasing power cannot be debased by 
central banks running the printing presses. 

In addition, gold does not carry a credit, or default, risk as bank deposits do. 

I dare to assume that gold still represents the ultimate means of payments. For 
in extreme situations, fiat money might no longer be accepted as money. I be-
lieve the chances that gold will always be accepted are excellent.  

There are good reasons to believe that gold, given the current state of macro-
economic factors, offers an attractive upside potential – and also provides pro-
tection against the effects of increasing turmoil in the world’s monetary and 
economic system.  

That said, I would like to side with Ray Dalio, who recently said: “I believe that it 
would be both risk-reducing and return-enhancing to consider adding gold to 
one’s portfolio.”  

And that brings me back to the title of my talk, “For in fire gold is tested”. 

We do not know what the future will bring. But we know, however, that a 
world of freedom and prosperity needs sound money, that it cannot possibly 
function without sound money. 

Even if you are optimistic that we as a people will overcome current problems, 
that mankind has the potential to move forward and create a better world, you 
have good reason to hold gold rather than fiat currencies. 

Thank you very much for your attention! 
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PRECIOUS METALS PRICES 

 
  

In US-Dollar per ounce

I. Actual

II. Gliding averages

10 days

20 days

50 days

100 days

200 days

III. Estimates, mid 2020
(1)

Band width Low High Low High Low High Low High

2310 2780 43.0 53.0 823 1295 1899 2299

(1) 21 45 77 118 -6 48 -19 -2

V. Annual averages

2017

2018

2019

In Euro per ounce

I. Actual

II. Gliding averages

10 days

20 days

50 days

100 days

200 days

III. Estimates, mid 2020
(1)

Band width Low High Low High Low High Low High

2080 2510 30.0 47.9 740 1170 1710 2070

(1) 28 54 45 132 -1 56 -14 4

V. Annual averages

2017

2018

2019

Source: Refinitiv; calculations and estimates Degussa. Numbers are rounded.
(1) On the basis of actual prices.

1897.2 24.2 874.3 2303.9

1900.7 24.3 872.7 2336.4

Gold Silver Platinum Palladium

1910.9 24.3 877.5 2338.9

1774.1 19.9 853.3 2154.2

2550 48 1059 2066

1915.3 25.2 893.4 2307.7

1893.7 23.7 886.7 2181.3

1268 15.8 880 1019

1382 16.1 862 1511

33 98 21 -12

1253 17.1 947 857

1613.1 20.5 743.3 1958.6

1615.6 20.6 741.7 1985.8

Gold Silver Platinum Palladium

1628.0 20.7 747.6 1992.6

1565.2 17.5 753.3 1903.2

2300 43 950 1860

1625.6 21.4 758.3 1958.8

1623.1 20.2 759.8 1868.6

1072 13 743 863

1235 14 770 1350

41 110 27 -7

1116 15 844 760



6 5 November 2020 

   

 

BITCOIN, PERFORMANCE OF VARIOUS ASSET CLASSES   
Bitcoin in US dollars  

  

Source: Refinitiv; graph by Degussa.  

 

Performance of stocks, commodities, FX and bonds  

(a) In national currencies  (b) In euro  

 

 

 
Source: Refinitiv; calculations by Degussa.   

0

2000

4000

6000

8000

10000

12000

14000

16000

18000

20000

12 13 14 15 16 17 18 19 20

6,6
28,4

-15,7
-22,4

-7,7
-3,8
-2,0

-11,7
-15,9

-8,5
-20,6

25,6
34,9

-31,5
4,5

0,3
6,5

-1,5
1,2

-1,9
-4,0

10,6
2,9
2,4

-0,2
3,8

0,8
-0,2
0,0

-80 -60 -40 -20 0 20 40 60 80

S&P 500
Nasdaq

Euro STOXX 50
FTSE 100

DAX
Swiss MI

Nikkei
Hang Seng

Bovespa
Russia

CRB Index
Gold
Silver

Crude oil
EURUSD
EURJPY

EURGBP
EURCHF

USDCAD
USDGBP
USDJPY

US gov't bond 7 - 10 yrs
US gov't bond 1 - 3 yrs

Euro gov't bond 7 - 10 yrs
Euro gov't bond 1 - 3 yrs
UK gov't bond 7 - 10 yrs
UK gov't bond 1 - 3 yrs

Japan gov't bond 7 - 10 yrs
Japan gov't bond 1 - 3 yrs

2,1
23,9

-15,7
-28,9

-7,7
-2,3
-2,2

-11,5
-63,6

-40,7
-25,1

21,1
30,4

-36,0
4,5

0,3
6,5

-1,5
1,2

-1,9
-4,0

6,1
-1,6

2,4
-0,2
-2,7
-5,7

3,8
4,0

-100-80 -60 -40 -20 0 20 40 60 80

S&P 500
Nasdaq

Euro STOXX 50
FTSE 100

DAX
Swiss MI

Nikkei
Hang Seng

Bovespa
Russia

CRB Index
Gold
Silver

Crude oil
EURUSD
EURJPY

EURGBP
EURCHF

USDCAD
USDGBP
USDJPY

US gov't bond 7 - 10 yrs
US gov't bond 1 - 3 yrs

Euro gov't bond 7 - 10 yrs
Euro gov't bond 1 - 3 yrs
UK gov't bond 7 - 10 yrs
UK gov't bond 1 - 3 yrs

Japan gov't bond 7 - 10 yrs
Japan gov't bond 1 - 3 yrs



7 5 November 2020 

   

 

Articles in earlier issues of the Degussa Market Report    
Issue Content  

5 November 2020  For In Fire Gold Is Tested   

22 October 2020 The Policy of Inflating Everything, Not Only The Price Of Gold  

8 October 2020 President Trump Is Good For Gold, Or Isn’t He?  

24 September 2020  Get Physical With Gold  

10 September 2020  The Inflation Threat And The Case For Gold  

27 August 2020  We Need Sound Money To Regain and Defend Our Liberties  

13 August 2020 Gold And Silver Prices Are Set To Trend Even Higher  

30 July 2020 The Big Short In Official Currencies 

16 July 2020 “World Gold Price” Hits A New Record 

2 July 2020 Some Things You Need To Know About Money  

4 June 2020 Gold in Times of Economic Crisis and Social Revolution  

20 May 2020  First the Money Supply Shock, Then the Inflation Shock 

7 May 2020  Be Aware of What Inflation Really Is 

23 April 2020  The Undesirable Effects of the Corona-Virus Relief Package  

9 April 2020 The Boom And Bust Theory That Does Not Crash  

26 March 2020 With Mega Bail Outs, Governments Are The Big Winners 

12 March 2020  The Truth About Money – Past, Present, Future 

27 February 2020  Inflation Policy And Its Supporters 

13 February 2020 Gold-ETFs Versus Physical Gold: Difference Matters 

30 January 2020  Do Not Think The Era Of Boom And Bust Has Ended 

23 January 2020 Bull Markets, No Bubble Markets: Gold And Silver In 2020 

19 December 2019  The Inflation Sham 

5 December 2019 Why the Feared Crash Keeps Us Waiting  

21 November 2019 Asset Price Inflation and the Price of Gold 

7 November 2019  ETFs Drive Gold Demand  

24 October 2019  The Inflationary Supply Of Unbacked US Dollars And The Price Of Gold  

10 October 2019  Let’s Get Physical With Gold And Silver  

26 September 2019  The US Dollar Beast  

12 September 2019 The Inflationary Tide That Lifts all Boats but One 

29 August 2019  The Disaster of Negative Interest Rate Policy  

15 August 2019  The Gold Bull Market Is Back 

1 August 2019  Gold And Silver Prices – Get Going!  

19 July 2019 Facebook’s Fake Money 

4 July 2019  It Looks Like A Gold Bull Market, It Feels Like A Gold Bull Market – Maybe It Is A Gold Bull Market? 

19 June 2019 Good Money, Bad Money—And How Bitcoin Fits In 

6 June 2019  Gold Outshines The US Dollar  

23 May 2019  The Boom That Will Have It Coming 

9 May 2019 The Crusade Against Risk 

25 April 2019 A Sound Investment Rationale for Gold   

The Degussa Marktreport (German) and the Degussa Market Report (English) are available at:  
www.degussa-goldhandel.de/de/marktreport.aspx.  
  



  

 
Disclaimer 
Degussa Goldhandel GmbH, Frankfurt am Main, is responsible for creating this document. The authors of this document certify that the views expressed 
in it accurately reflect their personal views and that their compensation was not, is not, nor will be directly or indirectly related to the recommendations 
or views contained in this document. The analyst(s) named in this document are not registered / qualified as research analysts with FINRA and are there-
fore not subject to NASD Rule 2711. 
This document serves for information purposes only and does not take into account the recipient's particular circumstances. Its contents are not intend-
ed to be and should not be construed as an offer or solicitation to acquire or dispose of precious metals or securities mentioned in this document and 
shall not serve as the basis or a part of any contract. 
The information contained in this document was obtained from sources that Degussa Goldhandel GmbH holds to be reliable and accurate. Degussa 
Goldhandel GmbH makes no guarantee or warranty with regard to correctness, accuracy, completeness or fitness for a particular purpose. 
All opinions and views reflect the current view of the author or authors on the date of publication and are subject to change without notice. The opin-
ions expressed herein do not necessarily reflect the opinions of Degussa Goldhandel GmbH. Degussa Goldhandel GmbH is under no obligation to up-
date, modify or amend this document or to otherwise notify its recipients in the event that any circumstance mentioned or statement, estimate or fore-
cast set forth in this document changes or is subsequently rendered inaccurate. 
The past performance of financial instruments is not indicative of future results. No assurance can be given that any views described herein would yield 
favorable returns on investments. There is the possibility that said forecasts in this document may not come to pass owing to various risk factors. These 
include, without limitation, market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/or the cir-
cumstance that underlying assumptions made by Degussa Goldhandel GmbH or by other sources relied upon in the document should prove inaccurate. 
Neither Degussa Goldhandel GmbH nor any of its directors, officers or employees shall be liable for any damages arising out of or in any way connected 
with the use of this document and its content. 
Any inclusion of hyperlinks to the websites of organizations in this document in no way implies that Degussa Goldhandel GmbH endorses, recommends 
or approves of any material on or accessible from the linked page. Degussa Goldhandel GmbH assumes no responsibility for the content of and infor-
mation accessible from these websites, nor for any consequences arising from the use of such content or information. 
This document is intended only for use by the recipient. It may not be modified, reproduced, distributed, published or passed on to any other person, in 
whole or in part, without the prior, written consent of Degussa Goldhandel GmbH. The manner in which this document is distributed may be further re-
stricted by law in certain countries, including the USA. It is incumbent upon every person who comes to possess this document to inform themselves 
about and observe such restrictions. By accepting this document, the recipient agrees to the foregoing provisions. 
 
 

 

 

 

 

Imprint 
Marktreport is published every 14 days on Thursdays and is a free service provided by Degussa Goldhandel GmbH. 
Deadline for this edition: 
Publisher: Degussa  Goldhandel GmbH, Kettenhofweg 29, 60325 Frankfurt, Tel.: (069) 860068-0, Fax: (069) 860068-222 
E-Mail: info@degussa-goldhandel.de, Internet: www.degussa-goldhandel.de 
Editor in chief: Dr. Thorsten Polleit 
Degussa Market Report is available on the Internet at: http://www.degussa-goldhandel.de/marktreport/ 

Dusseldorf (Old Gold Centre): In der KÖ Galerie
Königsallee 60 / Eingang Steinstraße · 40212 Dusseldorf
Phone: 0211-13 06 858 – 0 · duesseldorf@degussa-goldhandel.de

8 5 November 2020 

05 November 2020

mailto:info@degussa-goldhandel.de
https://www.degussa-goldhandel.de/marktreport/
mailto:muenchen@degussa-goldhandel.de
mailto:muenchen@degussa-goldhandel.de
mailto:muenchen-altgold@degussa-goldhandel.de
mailto:nuernberg@degussa-goldhandel.de
http://www.sharpspixley.com/



