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To taper or not to taper, that is the question. So far, the Federal Reserve’s constant
talk and threats of an impending taper have performed the job better than actually
doing anything. Stocks are flat, gold is down, as are bonds. But markets are
beginning to grow weary of the constant threats with no action. When the Fed
actually starts to taper, we may see markets turn; for gold, it may signal a bottom, as
it has before. (See discussion below.) It was a poor quarter in most major markets
and assets, and our accounts did poorly too. But we believe we are well positioned,
avoiding most of the greatest risk in the broad market, while very well positioned for
a turn in gold.

 It was a weak quarter everywhere
Global stocks were mostly down. The S&P was barely up, by 0.6%, while the Dow fell over 2%. But
outside the U.S., markets were down, by 1.6%, and only Japan’s Nikkei among the world’s 20 largest
exchanges was up at all, while several fell sharply, Germany down 4.5%, Hong Kong down 15%, and
Brazil down almost 20%.
Our global accounts performed poorly, down 8% to 13% (conservative to aggressive). These are
preliminary numbers.* This quarter reversed and more the gains of the second quarter. We
underperformed because we were largely out of the U.S. market, and avoided completely the major
winners, such as the high-flying technology and social media companies. We were also overweight gold
stocks. To some extent, the riskiest stocks were up the most, and just because they did not fall, does not
mean there was not risk. (See discussion in last quarter’s Portfolio Review.)

 Gold stocks were very weak
Resources, as always, were mixed, with energy and many agricultural commodities up—natural gas by
64% (basis Henry Hub), which has consequences for the economy—while most metals, and other
resources, fell. Base metals, on average, fell almost 5%. Gold was down just a tad, essentially flat, while
the gold stocks fell sharply (the XAU index of major gold and silver stocks by over 15% in the quarter;
while the GDXJ—of more junior stocks—fell over 18%).
Our resource and gold accounts also declined, down either side of 12%. In resource accounts, we were
underweight oil stocks, and exited too early, while we were overweight gold and silver. In the gold
accounts, we outperformed the benchmarks significantly, though it was ironic that it was some of our
strongest companies (and largest positions) that fell the most. But we believe we are well positioned for
the eventual turn in gold, with a mix of top-quality major miners, potential acquisition targets, and highpotential exploration stocks, as well as several royalty companies, large and small.

 Key question: When will the Fed taper?
So, it was not a happy quarter for us, but accounts can recover losses and more when gold turns, given
its volatility. There are many negative influences weighing on the markets, from stubborn covid virus to
China’s credit problems. But the most important fact, we believe, is the constant threat of Federal
Reserve to tape (reduce asset purchases). This is, per se, negative for bonds; while the stock market has

thrown a tantrum at previous tapers, and the mere thought of tightening is deemed negative for gold. But
it is not quite as simple as that, as we explain below.
The Fed has been talking about tapering for months now, but has been constantly pushing back on
actually doing anything. The story changes day by day, but two things are clear. First, they will have to
cut back new purchases at some point; and second, they are extremely hesitant to actually do anything
meaningful. Even after FedHead Jerome Powell said a couple of weeks ago, after the Fed’s last meeting,
that they would commence tapering in December—itself not fulfilling expectations that they would
begin in September—he has started walking it back, talking of “supply-side constraints holding back the
economy…not getting better…the outlook is highly uncertain.” That does not sound like a Fed chairman
determined to start the tapering process soon. The Fed also fired (allowed to retire) two regional Fed
chairman caught conducting personal trades. By coincidence (?), these were the two most hawkish—or
rather “least dovish”—of Fed officials and can now be replaced by accommodative Biden appointees.

 It won’t be sufficient
Let’s be clear about a couple of things. First, tapering is only reducing the pace of new purchases; it is
not selling anything. So the Fed’s balance sheet, which has continued to grow at an accelerating pace the
last couple of months (24% in the last three months compared with 19% in the last 12 months) even as
they discuss tapering, will still be larger a year from now than it is today. Second, as Powell himself
made very clear in his Jackson Hole speech at the end of August, the Fed is separating tapering from
raising interest rates. The Fed won’t be raising any time soon.
Of course, since there was no net Treasury issuance in June, July and August—the Fed bought it all—a
reduction in buying from that source will of itself see market rates rise. Private investors demand more
than the tiny yields on offer; the latest Treasury auctions in September all went fairly poorly. The 30year now yields 1.91%, up over the past month, but still meaningfully below current inflation. So it
carries a negative real yield. Even the most speculative-grade bonds, five out of every six, carry a
negative real yield, with the average yield under 4%.
Any cut back in buying of Treasuries from the Fed, however, will have an impact. If there is a $2 trillion
to $3 trillion fiscal deal, then, according to Larry Lindsay, bonds equivalent to 9% of the U.S. GDP will
have to be issued next year. Who is going to buy them at today’s yields? Foreign flows turned negative
last year, after years of foreign buyers cutting back new buying. Meanwhile, other traditional safe
havens, like Germany and Japan, saw net foreign inflows.

 Fed’s bark is worse than its bite
It is going be a while—I think at least 2023—before the Fed increases rates, and even then, it will lag
inflation. This is why Fed jawboning has more effect than action. The Fed threatening tightening makes
* Please note: Past performance is no guarantee of future results. For complete information on our past performance, including factors
to be considered in viewing past performance and other disclosures, please contact our office. Specific stocks mentioned herein are
intended solely as illustrative of strategies and types of stocks we are buying or selling, and are not intended as indicative of entire
portfolios or of any individual client’s portfolio. The numbers mentioned represent our composite averages. They represent all accounts
that fall within the stated objectives which have the ability to buy and sell options; they exclude accounts under $25,000 and accounts with
significant limitations or restrictions that would make them unrepresentative of the account type. Performance figures for composites
reflect the deduction of administrative fees, but do not take into account any performance fee that may be charged for the period stated.
The performance of any individual stock or stocks does not take into account fees. Performance numbers include dividends; dividends are
not reinvested. Commissions charged may vary depending on the brokerage firm at which an individual account is held. All accounts are
managed individually and are therefore different, even within the same broad objective. Factors such as an individual’s circumstances, the
size of the portfolio, and the time the account opened can affect specific buy and sell decisions. Factors such as price movements and
security liquidity can affect whether any trade is made for all accounts. Global Strategic Management, an SEC-registered investment
advisor, does business as Adrian Day Asset Management.
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investors nervous. Any cut back is, per se, a negative for the bond market, but not so for gold. Once they
actually start tightening, the market sees that what the Fed is doing is never sufficient, and so rises. (See
below, page 8.)
Powell talks about supply-side constraints, but if he is looking for a reason (or excuse) to postpone
tapering again, there is no shortage of those: the looming “ESG recession” in Europe; the pending
Evergrande default in China; another (unexpected?) jump in new unemployment claims, as well as an
economy loosing some steam rapidly.

 Economic recovery rapidly slowing
The strong economic rebound is tapering off, because of the new covid variant and supply chain issues,
as well as a natural decline from earlier quarters “base” effect. The massive government stimulus
programs are also having a negative effect. The private sector in aggregate lost just 7% of income last
year, yet government handouts amounted to 15%. This may help some individuals (and it has enabled
many less-than-well-travelled people to take trips to Mexico, Miami Beach and Puerto Rico), but it does
not generate a sustained economic recovery.
This may be one of the shortest economic recoveries ever. Economic indicators are pointing down even
as inflation is moving up, not only US but around world. Job growth, for example, has spluttered, with
new unemployment claims rising for three weeks in a row. There are currently more than 10 million job
openings posted, now higher than number of people unemployed. Over half of restaurants in the U.S.
were unable to pay their rent in September as higher costs offset the impact of more patrons. This spells
stagflation.

 Prices continue to move up
The other part of stagflation may take a while to build, given the significant deflationary trends extant at
the same time. But inflation (as measured by PPI and CPI) has been steadily moving up since last
August. The market—not only gold, but stocks and bonds as well—still seem to believe the Fed’s
“transitory” narrative. But the Fed has a poor record of predicting the economy, and more and more
people can see for themselves that prices are going up. The Fed will lose much credibility over this.
Costco's comments in a conference call last week are worth quoting. "Inflationary factors abound: higher
labor costs, higher freight costs, higher transportation demand, along with container shortages and port
delays, increased demand in certain product categories, various shortages of everything from computer
chips to oils and chemicals, higher commodities prices. It's a lot of fun right now.”
Apartment rents are shooting up. Notwithstanding new supply from now-allowed evictions on nonpaying tenants (allowed in some states, anyway), landlords have to make up for lost income and repairs,
as well as making up for the inflation over the past 18 months.
Even the Fed’s favorite gauge—which underestimates inflation—is up 3.6% ex food and energy, its
highest in 30 years. The Fed under Powell emphasizes data, so by its nature is backward looking. They
will inevitably be behind inflation.

 It’s the same the whole world over
Globally, we see much the same picture, with slowing economic recoveries, rising inflation, and for the
most part central banks—and governments—without dry powder to fight any slowing. Interest rates are
low and negative in much of the world, while fiscal policies have little room to expand after widespread
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spending abandon during covid lockdowns. As discussed previously, many smaller banks, particularly in
Eastern Europe and Latin American are already raising rates, but the world’s major banks are hesitant to
follow.
 Europe’s Growth Slowing Due to High Energy Prices
Europe had a strong economic recovery from very sluggish levels, with large government deficits. But
now the recovery is dramatically slowing. Europe is heading into what analyst Larry McDonald calls an
“ESG recession”,
sparked by widespread
“clean energy”
policies (the ban on
fracking in the U.K.,
for example, despite
the discovery of large
natural gas reservoirs).
These policies have
consequences, even if
most politicians don’t
look beyond the latest
opinion polls while the
intellectual class
applauds. If energy
prices are going up
dramatically, with
shortages throughout
Europe (most notably in the U.K. and Germany, where gas prices have soared 170% this year), it’s
obviously something to do with those nasty Ruskies—and Boris is clearly to blame as well because of
Brexit. No-one thinks of the ESG restrictions on traditional energy sources, nor the massive money
printing that leads to all prices going up.
Inflation is also picking up across Europe; for the Eurozone, September CPI was up 0.5% month-onmonth, and it was not an anomalous month.

 China slowing while emerging markets stronger
China is also slowing, though from a higher sustained rate of growth, as the real estate market is cooling,
and exports beginning to slow. The largest real estate developer, Evergrande, has now missed two
scheduled debt payments and may fail; it has only kept going for a year or so by infusions of new
money. An Evergrande failure will hurt Chinese real estate and may spread to the whole economy by
causing cautious banks to reduce lending.
Chinese banks—generally—are undercapitalized after years of expansion, and frequent forgiveness of
interest on loans, adding amounts to principal and thus exaggerating the loan to capital ratio. In
response, the People’s Bank may actually cut rates again, even though growth is still the highest of any
major economy in the world. Though Evergrande’s failure would be a major event, so far it appears that
banks in Europe and North America have little exposure to Evergrande and other at-risk Chinese
developers, though some in Asia do.
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Emerging markets on the other hand have already been raising rates. For the most part, emerging
markets did their fiscal adjusting a decade ago and are now rebounding. Commodity exporters have
strong current account surpluses and balance sheets, and virtually no dollar debt, having learned a hard
lesson in the Asia crisis of the late 1990s.
Some however are still struggling with covid, while commodity prices have different effects, depending
on whether the country is an exporter or importer. In Brazil, to take an example, the economy is
rebounding but inflation is also increasing. The central bank has increased rates from 2% to 5.5% over
the past six months to get in front of inflation, and more increases are expected.
Overall, however, in most countries, growth is slowing at the same time that price inflation is picking
up. The combination—stagflation—is the worst of both worlds for the economy, positive for gold (vide
1970s), and possibly positive for stocks depending on whether the central banks fight the “stag” with
easy money or the “flation” with higher interest rates.

 Overvalued U.S. equities heading for fall?
U.S. stocks are losing their momentum, both relatively and in absolute terms, with the market down in
September on a mini-taper tantrum.
Valuations are at extreme levels, higher than at the height of the dotcom mania in 2000 by some metrics.
Then, a few stocks were far more expensive, but today the median valuations are higher. The median p/e
on the S&P now stands at 34 times, while in 2000 it was “only” 22 times. Only by comparison with
bonds do equities look cheap, but bonds are in a bubble because of central bank buying.
But the market remains complacent and indications of speculative excess abound. Short interest, for
example, stands at 1.5%, the lowest in 30 years (the same as in 2000 on the eve of the dotcom bust) and
down from over 3.5% a decade ago. Margin levels remain elevated.
There are signs of a looming
tumble, however. The market
is seeing lower volume on up
days (whereas strong bull
markets have had high
volume on up days). Market
breadth is deteriorating, as the
number of stocks above their
200-day moving averages is
dropping even as indices were
moving up; half of the S&P
500 are already down 10% or
more, and just four stocks—
Microsoft, Apple, Google,
and Tesla—accounted for
about half the performance of
the S&P over the past three
months. The table to the right
shows the potential decline in
the market to return to longtime average valuations.
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U.S. assets have been a very crowded investment for many years, and they are overvalued relative to
other markets. Smart money has been shifting to both value and cyclicals, and especially in foreign
markets. Unfortunately, with the slowdown in Europe, stocks there now appear expensive as well.

 Chinese stocks fall on regulatory crackdowns
In China, the continuing regulatory net has been cast broadly (tech, ride sharing, private education), and
certainly broader than national security concerns (the original rational). The market is down 16% in the
last seven months, and they are threatened from both sides in an increasing war of words with the U.S.
In addition to the Chinese crackdown, there are fears of U.S. restrictions on listings, with the SEC
insisting Chinese companies open their books to U.S. auditors. Many ADRs do not represent actual
ownership in the companies but are more like tracking stocks, and these so-called Variable Interest
Equities (VIE) are particularly in the crosshairs. However, most of the bad news is already reflected in
stock prices, though extreme care and selectivity is required.
In sum, major markets around the world are expensive and the risk of a near-term pullback has
increased. At the same time, there is a shift from the U.S. and from high-growth to value and global
markets, particularly in emerging markets; value has outperformed growth in these markets nearly 80%
of the time. We are cautious but always looking for good companies at reasonable valuations.

 Resources: Corrections from previous moves continue
There have been significant corrections in many resources after recent market moves. Lumber is down
72% from its May peak; iron ore is down almost 50% in the past two months. Other than aluminum, up
14%, most metals were down this past quarter, on average nearly 5%. China buys about 50% of most
commodities, so a slowing Chinese economy, particularly the property market, will hurt resources.
Energy prices have been the leaders in the past quarter, and year, with U.K. natural gas up 324% year to
date, while oil is up over 50% YTD, and coal anywhere from 34% to 238%, depending on the type and
location. Restrictions on production of traditional energy sources was always going to have a result;
someone (I forget who) commented a few years ago that “we will run out of supply before we run out of
demand” and that is happening sooner than expected.
Tight supplies mean continued high prices, though as we have discussed before, there is no shortage of
spare capacity in oil from places that are not trying to eliminate carbon fuels (Russia and Saudi Arabia,
for example), so oil prices in particular may retreat, particularly if the Chinese and global economies
slow. And there are plentiful gas shales in many countries available if fracking is permitted.

 Cautious on uranium for now
Nuclear power is clearly essential if economies are to produce sufficient power without emissions, and
more people are realizing this after the frenzy to ban nuclear power a decade ago. As with oil, there is
no shortage of potential supply, at least in the near term; both Kazakhstan, the largest producing country,
and Cameco, the largest private producer, have deliberately withheld supplies to boost the price. This is
what has made me cautious on uranium.
The demand has also been artificial: some uranium developers have been raising equity and using the
proceeds to buy uranium in the market, while the largest impact on demand in recent months has been
the new Sprott Physical Uranium Trust with its “At The Market” equity raise feature. This means that
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whenever the trust is trading at a premium, Sprott can sell new units in the market and use the proceeds
to buy physical uranium.
This they have been doing aggressively, raising the size of the program two weeks ago by $1 billion to
$1.3 billion. (For context, the market cap of the Trust ahead of the announcement was less than $1
billion.) Uranium prices jumped 40% in the past month, the result of this buying. In the last week,
however, the Trust has been less active in issuing stock and buying uranium, and the uranium price has
plunged, by the largest weekly decline since January 2008. been slipping. This demonstrates clearly how
much the near-term price of the mineral is dependent on the Trust’s buying. Like all similar attempts to
boost prices, whether short squeezes or attempts to corner markets, this makes me nervous. The
optimistic view is that the recent price surge will push utilities towards making long-term contracts.
Longer term, the outlook for uranium is very bullish as China continues its nuclear power build, and
countries from Japan to Germany realize, a decade after Fukushima, that they need nuclear power as a
solution to this summer’s power problems. For now, however, we are standing aside.

 Why has not gold responded more?
The big question on gold investors’ minds, for good reason, is why gold is not higher given the
unprecedented money printing and rising inflation. The second question is when will it change?
To some extent, gold has simply been in a long consolidation after the extraordinary move early last
year, when gold jumped over 30% from its end-March low to early-August high. That kind of move—
in four months—is extraordinary for an asset that is intended as a hedge and an insurance. Gold is not
supposed to do that. Bitcoin…Tesla…perhaps, but not gold! It has been a long consolidation, as monthby-month more and more people give up, while natural gold buyers feel there is no rush to invest.
Gold is down nearly 8% year to date, and down again in September, which is disheartening. But we
should put that in context: gold was up 25% last year, so the pullback is less than one-third of the
previous year’s move up. The current gold bull market started at the end of 2015, when gold hit $1,051.
Gold cycles, both up and down, tend to be long; indeed the shortest have been the last two, in the 1970s
and from 2001 to 2011. And it is not unusual for gold to have mid-cycle corrections, often caused by an
extraneous shock. In the 1970s, gold dropped over 40% in a correction lasting 20 months. In 2008’s
credit crisis, it fell nearly 30% in eight months. So far, this pullback has taken 15% off gold’s peak
price—a piker by historical standards—and has lasted just 13 months, well within norms for mid-cycle
corrections. I would suggest that gold bottomed in March at $1,685, meaning the correction lasted less
than seven months.

 What is holding back gold?
There have been fundamental factors holding back gold, and three are most important. One is the dollar,
which has moved up over the past several months as the “cleanest shirt in the laundry basket”. However
low U.S. interest rates might be, they remain meaningfully higher than those offered by other major
world currencies.
The second factor is that the stock market and other assets—including until recently cryptocurrencies—
have been doing well. So long as the stock market moves up, investors believe that gold investments can
wait.
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The third major factor holding back gold is the Federal Reserve’s constant threat to start tapering. The
Fed has a history of talking more than doing, and, for reasons beyond me, the institution still has
credibility. It is not only gold that has not responded to money printing and inflation, but other assets
such as TIPs, bonds, commodities; none is acting the way one might expect, all seem to buy the Fed’s
narrative.

 Fed talk hurts more than the walk
The fact is that many times in the past gold moved down in advance of Federal Reserve tightening,
responding to growing talk, but turned when it actually started to tighten. This is “buy the rumour, sell
the news”, only in reverse. Gold acts this way because all-too-often when the Fed does actually start to
act, it is too little too late.
The Fed starting raising rates in August 2005, and again in December 2015, after months of discussion.
In both cases, gold bottomed the same month rates started being hiked. Similarly in May 2013, when the
Fed started talking about tapering, gold slid for the next several months. It was just before Christmas
that we saw the first rate hike, and gold bottomed almost to the day.
The recent action has been frustratingly modest and volatile. However, the longer gold meanders in its
current trading range, the faster and stronger the eventual move will be. In the meantime, gold investors
can accumulate at prices that will appear very good in a few years’ time. They should not wait too long.

 Gold stocks at historical lows
The major miners (per the XAU) jumped 65% in the end-March to early-August period last year, so they
too have experienced a long consolidation. The stocks are now extraordinarily inexpensive, with the
senior and intermediate gold companies trading in the lowest 25 percentile of their historical valuations,
and more-or-less the lowest price-to-free cash flow ever. Given the price of gold…given the strong cash
flows…given the improved balance sheets (the XAU is net cash positive today)…given the improved
discipline among top mining companies, today’s low valuations are a gift.
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We all know that gold stocks are volatile. It can be discouraging when a new stock you buy falls 10% in
the first week you own it. But that volatility works both ways, and once gold starts to move up
convincingly, then the gold stocks will respond very strongly. It is worth noting that flows into gold
ETFs and other investment vehicles are very procyclical, so we can expect flows to increase as the gold
price moves up.

 Seniors and juniors inexpensive
Although the major miners will be the first to move when gold turns, as well as the more certain to
move, the exploration stocks are now at very low levels; we may yet see lower levels if tax-loss selling
continues into year end. This period will prove, I believe, to be an extraordinary buying opportunity for
the juniors and explorers as well.
Silver has been far weaker than gold over the past couple of months. Part of this is due to seasonal
weakness as electronic and jewelry manufacturers—which combined account for about half of 2021
demand—take a summer break. The resurgence we frequently see in September, as jewelers buy gold
and silver for the upcoming holidays, has not happened. In addition, we have seen investors who bought
into the “silver squeeze” story get exhausted and sell as the price has continued to decline.
We believe gold and silver both represent very strong buying opportunities and gold in partiuclar has the
best risk-reward profile. We also are buying selective resources, notably copper and agriculture, where
the supply side of the equation is as compelling as the demand, but are near-term cautious as China’s
economy slows, particularly of specific resources where the near-term supply situation is not as strong.
Overall, we are increasingly concerned about the possibility of a near-term pullback in global
equities markets, particularly given the overvaluation, as the Federal Reserve and other major
central banks move, hesitatingly, towards some form of tightening. The global economy and
debt situation are not secure enough to withstand too much tightening. This is temporary, and
we are confident that they, and partiuclarly the Fed, will start easing again within a year or so,
favoring combatting economic weakness over fighting inflation. This will be very positive for
gold and silver, which we believe are close to strong moves up.

Review of Individual Accounts
 Global Accounts
Cash in global accounts declined this past quarter,
from less than 4% to around 2%. The quarterbeginning cash followed a couple of large sells.
More conservative accounts have more cash,
around 7.5%. Other allocations changed little,
mostly due to relative performance of gold stocks
and global equities, which saw the allocation to
global and income sectors move up. For mid-risk
accounts, they account for 7.5% and just over 7%
respectively. For conservative accounts with
fewer gold and resource stocks, over 13% and
12% respectively.

While global markets were down a little (1.4% on
the quarter), gold and resource stocks fell far
more, changing the allocations even thoiugh we
did little buying in global markets. Right now, we
are mostly looking for opportunities to raise cash
as the risk in markets increases with the
overvaluation. We sold some in both Japan and
the U.K., mostly for valuation reasons.
Switching from Chinese ADRs
One move in global accounts was to exchange the
ADRs of Chinese companies for the Hong Kong
listed shares. While maintaining exposure to
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individual companies, we generated tax losses and
avoided the risk of a U.S. crackdown on Chinese
ADRs. One reason that our cash is lower right
now is because in many cases the buy has taken
place but the corresponding sell (after 30-day
wash-rule wait) has not.
The exposure to Business Development
Companies increased meaningfully, both because
their share prices performed better and because
we added to one of our favorites.
Looking ahead, we expect cash levels to increase,
given our cautious outlook on global markets. We
expect to maintain our exposure to the Business
Development Companies, and to gold; the later
allocation is pretty full, as is, for the most part,
our resource allocation. These will be trimmed
when the sectors turn. We continue, as always, to
search the globe for quality companies selling at
reasonable prices, but the emphasis is more on
selling than buying at this time.

 Gold Accounts
Cash in gold accounts moved up, modestly, to
2.5% from a fully invested position at the
beginning of the quarter. This does not reflect any
change towards the sector, but rather just the
timing of some sales. We remain essentially fully
invested and expect to remain so throughout the
quarter.
Our allocation among various sectors remained
essentially the same, with seniors, silver, and
other resources all moving up a little. Again, this
does not reflect any change in outlook, but simply
relative market moves.
Selling laggards
The stocks fell sharply during the quarter, both
seniors and juniors. We took advantage of this by
rotating out of some laggards to raise cash for
more compelling buys. This includes a couple of
stocks we see as good takeover candidates. So
while upgrading the portfolio, we also have
generated tax losses which may prove valuable in
coming years.
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In this environment, as soon as we had sold
something, for whatever reason, we had
compelling buys to replace it.
Looking forward, we expect to remain fully
invested, but will continue to seek ways to
upgrade portfolios while maintaining the mix of
seniors, juniors, exploration and royalty
companies. When gold turns, which will likely
coming once the Federal Reserve actually begins
to taper, then we do expect to take advantage of
any strong moves to raise cash at that time, while
remaining fully exposed to the sector. That time
may be very close.

 Resource Accounts
There were more changes in the resource
accounts, as we sold recently purchased uranium
stocks (see above), and purchased both a
diversified global major (after the price was
knocked down on the fall in iron ore’s price and
an announced restructuring) and a platinum
producer, while adding to copper.
Gold remains the largest alocation, up a tad to just
over 26%, followed by silver at 11%. In addition
to resources named above, we have allocation to
agricultural commodities and a very small oil and
gas exposure.
As with the gold accounts, there has been
significant rotation, selling laggards to raise cash
for more compelling buys.
Looking ahead, we expect to continue this
rotation, both in individual stocks as well as
specific resources. While more cautious on base
metals because of the risk of a slowdown in
China, we expect to continue to be more-or-less
fully invested, with gold and silver continuing to
be our top allocations. There is no lack of quality
companies trading at compelling valuations.
In sum, excessively easy monetary policies
continue, and while the Federal Reserve talks
about tapering, it will be too little, too late. The
inflation genie is out of the bottle, even as

economic recoveries around the world begin to
splutter. The risk of a near-term correction in
global stock markets has risen, even though so
long as easy money continues, we see stock
markets as prime beneficaries. We are cautious
on markets now, focusing on looking for
appropriate sell candidates rather than new

stocks to buy. We continue to hold a high
allocation to gold in all accounts. Though the
gold stocks got cheaper and stayed so longer
than we expected, the turn for gold is close as
the limit of the Fed’s manuoeverabiity becomes
ever clearer.
Adrian Day, October 2nd, 2021
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offer to buy or sell any option or any other security or other financial instruments. Certain content provided herein may contain a discussion of,
and/or provide access to, ADAM’s positions and/or recommendations as of a specific prior date. Due to various factors, including changing market
conditions, such discussion may no longer be reflective of current position(s) and/or recommendation(s). Moreover, no client or prospective client
should assume that any such discussion serves as the receipt of, or a substitute for, personalized advice from ADAM, or from any other investment
professional. ADAM is neither an attorney nor an accountant, and no portion of the content provided herein should be interpreted as legal,
accounting, or tax advice. Rankings and/or recognition by unaffiliated rating services and/or publications should not be construed by a client or
prospective client as a guarantee that he/she will experience a certain level of results if ADAM is engaged, or continues to be engaged, to provide
investment advisory services, nor should it be construed as a current or past endorsement of ADAM by any of its clients. Rankings published by
magazines, and others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser.
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