IN THIS CHAPTER

» Examining reasons to consider gold
and silver

» Discovering strategies to use before
you invest

Chapter 1

Exploring the World
of Gold and Silver

haos. Mayhem. Crashes. Massive inflation. Wildfires in Alberta. Political

scandals and collapse. And that was only last week! The world throws

plenty at us, and resilient Canadians must do what is necessary to get by.
As they say, you can’t control the world, but you can control your response to it.

We believe that building wealth and financial security is a two-pronged approach
where you build your prosperity using both passive wealth-building strategies
(having your money work for you such as with stocks, mutual funds, and options)
and also active wealth-building (such as starting a home-based business in your
spare time). You are your own greatest asset, so you can do plenty of things to
assure greater financial security.

Given that, we’re delighted that you have this book in your hands. As part of your
wealth-building approach, we want you to seriously consider adding some gold
and silver, especially when you take a full, realistic view of what’s going on in our
society, economy, and financial markets.

Yes, there’s ugliness out there. We can’t make the world pretty, but we can add
some attractive positions in our collective assets so we can sleep better. Those
positions start with some gold and silver. In this chapter, we briefly explain the
benefits of gold and silver in today’s world and give you some actions to take
before you jump into investing.
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WARNING

In the modern age, most Canadian investors keep their investments in either
paper or digital form, and each of them has a risk that hard assets such as physi-
cal gold and silver don’t have. Yes, we’re talking about gold and silver that you
can hold in your hand and in your safekeeping. In the following sections, we take
stock of current global financial issues (pun intended) and explain how gold and
silver can help your investment portfolio.

Before you invest in gold and silver, you need to realistically assess yourself and
your financial status (assets, debt, career, and so on), and you need to ask your-
self, “Am I adequately prepared for what is happening now and what will likely
come my way tomorrow?” We have some suggestions you can start with later in
this chapter.

Assessing the world’s financial issues

As we write this, the world and financial markets look so radically different from
what they looked like back in January 2020. We thought that the world had many
problems and challenges that were percolating and financial bombs whose fuses
were lit, but the game changed for the worse. Those events and conditions are part
of the reason that gold and silver are a necessity in many portfolios.

Here is a short list of global issues and problems to be aware of:

3 Unemployment is beginning to creep up. In June 2024, unemployment in
Canada was still low as compared to historical norms. However, as pandemic-
related government assistance to Canadian businesses dried up and as
interest rates stayed stubbornly high, hiring slowed. Weakness showed up in
Canadian employment statistics after years of strength. Although at the time
of this writing unemployment remains under control, this can change quickly
and send the economy and many investment portfolios into a much less
controllable roller-coaster ride.

¥ Because of high inflation and deepening employment instability, 8.7 million
Canadians lived in households that reported some kind of food insecurity
according to the 2023 Canadian Income Survey. That was a 1.8 million person
increase from the previous year, when the rate was 18.4 percent. This will
cause problems with debt, home prices, and more.
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¥ Government debt is exploding. Federal and provincial/municipal debt is
skyrocketing. This may lead to inflation being persistent or increasing even
more.

3 Due to the government lockdown, hundreds of thousands of Canadian
businesses were temporarily shut down for months, but a huge swath of
those may never reopen.

Before we ruin your day, we’ll cease adding more items to that list (there was
more, you ask?!), but diversification and financial planning are urgently needed
before the next crash in the stock market or the next leg of the economic down-
turn. Keep reading to see how gold and silver fit into this plan.

Knowing how gold and silver can help you

There are many solid, reasonable, profitable reasons to own gold and silver, and
all those reasons are spread across this chapter. But here we mention the top rea-
sons that consumers and investors should take a hard look:

REMEMBER

¥ Diversification: Having stocks, mutual funds, and cash aren’t enough to
achieve true financial safety. Gold and silver are true diversification that
complements your paper and digital assets and investment vehicles (Chapters
2 fleshes out this point).

¥ Safe haven: Gold and silver (although more with gold) are considered a
safe-haven asset, meaning that in times of economic decline and uncertainty,
investors move to these safe-haven assets, typically precious metals and cash
(the U.S. dollar). But the dollar (and other currencies) are now at risk (see the
next point). That leaves . . . gold and silver!

3 A guard against inflation: For 2020-2030, currencies are in danger of being
overproduced (printed out of thin air) in an attempt to resolve economic and
financial crises unleashed due to the pandemic of 2020. This means. . . infla-
tion! Gold and silver typically excel during inflationary times.

Acting before You Invest in Gold and Silver

We know what you’re thinking: “Holy smoke! I’'m so glad I'm reading this book!”
So what should you do next? The following sections describe steps to take before
you dive into the world of gold and silver investing. (You should be doing these
anyway, and given recent market chaos and volatility, you should do them today.)
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Reviewing your portfolio

You should understand what’s in your portfolio and why it’s there. If you’re talk-
ing about stocks that are part of your foundational, long-term positions, they
should be quality stocks where the company is profitable, has a good balance
sheet, and has products/services that are a necessity in the Canadian and world
economy.

In recent years, we’ve told our clients and students (we teach about investing
and speculating across the nation) to make sure that at least 80 percent of their
investment stock portfolio is tied to “human need.” Those companies should be
(profitably) selling goods and services that the public will keep buying no matter
how good or bad the economy is. Think of things such as food, water, beverages,
and utilities.

To find out more about prudent stock-picking, check out the latest edition of Stock
Investing For Canadians For Dummies (John Wiley & Sons, Inc.). In this edition, we
share what to look for when you’re choosing quality stocks, and we give you the
heads-up on what we see coming for 2020-2030, so you can be a step ahead of
the crowd.

Boosting your cash position

Although cash can lose long-time value during inflationary times, here we’re
talking about its short-term value. Everyone should have (during bad times) a
minimum of three to six months’ worth of gross living expenses sitting in their
savings account for unexpected events, such as losing their job, money for big-
ticket necessities, and so on.

In other words, if your gross monthly expenses are $3,000, then you should have
a minimum of $9,000 (three months’ worth of gross living expenses) to $18,000
(six months’ worth). This is cushion money, or emergency funds.

Using your talents in your spare time

We’re part of the few bean-counting chartered professional accountants (CPA)
who recommend to clients and students that they should have (or start) a part-
time, home-based business in their spare time to be diversified in their active
wealth-building pursuits. The primary reason is to generate income and be diver-
sified from their job. During the COVID-19 pandemic and government lockdown of
2020, nearly 50 million people lost their jobs between March and June 2020. These
are folks who didn’t see this catastrophe only a few months earlier.
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Our point is that if all your active wealth-building income (100 percent) is coming
from a single job, that means you aren’t diversified.

Doing your research on gold and silver

Yes, we realize that some of the preceding points aren’t about gold and silver, but
they’re part of a sensible plan with both your passive and active wealth-building,
and you can see that gold and silver play a crucial part in the passive wealth-
building portion.

Look, many investors and financial advisors are ignoring or avoiding gold and
silver, and that will be to their detriment. Educate yourself on the pros and cons
of all the major investment categories so that you know what can work for your
financial security and what can’t.

Gold and silver can be useful and versatile components of your overall portfolio
but keep your perspective on them. They’re merely tools for your financial secu-
rity during a time they’re useful. The time will come again that they won’t shine,
but that is on the other side of today’s brewing storms. Meanwhile, discover their
benefits and how they can complement today’s (hopefully) weatherproof portfolio.
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