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How to Buy Gold and Silver 
In this economic environment it is critical that people get into precious 
metals. Governments across the globe are embracing reckless fiscal 
policies at breakneck pace. The end result will be worthless paper 
currencies – lots of them. 

Thankfully, it is very easy to protect yourself: own a currency that cannot be 
manipulated or debased – gold and silver. God says,  “The silver  is mine, 
and the gold is mine.” (Haggai 2:8). 

I get asked all the time how a person can buy gold and silver; so here is a 
simple primer on how to purchase the precious metals. I will start with the 
most basic and go from there. 

 

PHYSICAL METALS 
There are lots of ways to own gold and silver. I recommend owning some 
physical metal. This has the disadvantage of having to transport it, store it 
and protect it. But it also has the advantage of being there in the worst of 
situations: including power outages, computer crashes, government 
confiscation, and natural disasters. 

When you buy physical metals, you can place them in a safe, hide them, or 
bury them. 

I do not recommend keeping them in safe-deposit boxes, as they can be 
easily compromised by government authorities and other legal proceedings. 

Junk Silver 
My number one recommended way to 
own  precious  metals  is  “junk  silver.” 
Junk silver is the term for pre-1965 US 
silver coinage. All silver coins minted in 
the US prior to 1965 contained 90% 
silver. Junk silver has no rarity value – 
in fact it sells at silver melt value, if you 
can believe it! That means that not only 
is it cool, but it is the cheapest way to 
own silver. 
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The coins have the added advantage of being the 
ultimate “chaos investment.” If chaos happens, you 
will want junk silver. It will be the ultimate barter 
item, because it is highly recognizable and it is 
small-denomination. Can you image trying to buy a 
tank of gas with your $1400 gold Krugerrand? 

The main disadvantage of junk silver is its 
bulkiness and weight. A bag of silver weighs 55 lbs! 

The coins are easy to identify simply by examining 
the edge of  the  coin.  Today’s  silver  coins  have 
clearly copper-colored edges, while the 90% coins 
are silver colored. They are also clearly identifiable 
by the mint date: anything with a date of 1964 or 
earlier is 90% silver. 

The coins are sold in bags of $1000 face-value: 
either 1000 dollars, 2000 half-dollars, 4000 
quarters, or 10000 dimes. Each 
bag has exactly 715 ounces of 
silver. So you can determine the 
value by simply multiplying the 
current price of silver (go to 
www.kitco.com for a 24-hour 
price) times 715. 

It is also possible to buy ½ bags, 
and 1/10th bags if you are a smaller investor. You 
can even buy rolls, if you are a micro-investor!  

Junk silver is also very easy to sell. Most of the 
dealers who sell it to you will also buy it back from 
you for about 5% less. 

If you are not in the US, do a little research. Most 
other countries also have junk silver. You can read 
more on this from this Wikipedia article on junk 
silver. 

Bullion Coins 
You also want to own some gold. The best way to 
own physical gold is to buy bullion coins. These are 
government-minted coins that contain a certain 
amount of gold. The most common weights are 
one-ounce, half-ounce, quarter-ounce and tenth-
ounce. It is easy to price these coins: simply 
multiply the weight of the coin times the price of 
gold (24-hour gold price available from 
www.kitco.com).  

Examples are American 
Eagles, South African 
Krugerrands, Canadian 

Maple Leafs, Austrian Philharmonics, Australian 
Kangaroos, and British Sovereigns.  

All bullion coins carry a premium to their gold 
content, meaning they sell for more than the value 
of the gold they contain. This is usually based on 
their relative popularity. Also, the smaller coins, like 
the tenth-ounce, carry the highest premiums. 
Premiums for one-ounce coins run about 5%, while 
tenth-ounce coins have a premium as high as 15%. 
It doesn’t matter which type of bullion coin you buy 
– Just buy any of major types listed above, 
whichever sells for the lowest premium. 

Bullion coins are also very easy to sell. Most 
dealers will buy them back from you for around 5% 
below their selling price. 

Dealers 
The easiest way to buy physical gold and silver is 
to order online from a national dealer. All of these 
companies are highly reputable and have been in 
business a long time: 

American Precious Metals Exchange 
(www.apmex.com) will take a credit card and ship it 
right to your door! 

Monex (www.monex.com) 

Dallas Gold and Silver (www.dgse.com) 

Tulving Company (www.tulving.com) 

Gainesville Coins (www.gainsvillecoins.com) 

If you prefer to buy locally, most coin dealers either 
have junk silver or can order it for you. Just look in 
the yellow pages under  “Coin Dealers.” In Kansas 
City, try: 

Meierotto (816-454-2052) 

Americana (816-373-0040) 

 

THIRDPARTY STORAGE 
Another way to own gold is to have other people 
store it for you in stored bullion accounts. The 
advantage is  that  you  don’t  have  to  protect  and 
transport it yourself. 

There are also disadvantages: 1) how can you be 
sure the gold is really there? 2) It may not be 

http://www.dgse.com/
http://www.kitco.com/
http://en.wikipedia.org/wiki/Junk_silver
http://en.wikipedia.org/wiki/Junk_silver
http://www.kitco.com/
http://www.apmex.com/
http://www.monex.com/
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accessible when you need it because of the 
distance; 3) there are usually fees to cover the 
costs of storage; and 4) the bid-ask spread is 
usually large, meaning the buy-price and sell-price 
are far apart. Holding precious metals this way 
usually makes the most sense for very large 
investors. 

There are generally two types of storage accounts: 
allocated and unallocated (pooled). Allocated 
accounts mean there are specific gold bars in 
specific vaults that belong to you. Unallocated or 
pooled accounts mean you are a fractional owner 
of a group of gold bars. As you might imagine, 
allocated storage is more expensive and suitable 
only for large investors. 

Here are some examples of bullion storage 
companies you can look at: 

Perth Mint (www.perthmint.com.au)  

Goldline (www.goldline.com)  

First State Depository (www.firststatedepository.com) 

Gold Silver Vault (www.goldsilvervault.com) 

There is one bullion storage company I really like, 
that has worked out a very convenient and cool 
precious metals ownership concept: 

GoldMoney 
The people at GoldMoney (www.goldmoney.com) 
have put together a very elegant and unique 
system for precious metals ownership. It is a 
“pooled  account”  system  that  is  suitable  for  both 
large and small investors. 

You can simply create an online GoldMoney 
account and transfer cash into it. From there you 
can purchase gold, silver, platinum or palladium. 
You can also specify which vault you want to store 
it in: London, Zurich, or Hong Kong. They purchase 
the metal and store it for you. 

If you want to get the gold, you can either pick it up 
in London, or have it shipped to your house (100 
gram minimum, about 3 ounces). Or you can sell it 
at the current market price and convert it into any 
one of 6 currencies: US Dollars, Euros, Canadian 
Dollars, British Pounds, Swiss Francs, or Japanese 
Yen. You can keep the cash at GoldMoney, or 
transfer it to your bank account. All this happens at 
the click of a mouse. 

Furthermore, their rates are very low. You can 
purchase gold at 1%-2.5% above the market price 
and sell it back at the market price. They do charge 
annual storage fees, but they are very low: 0.18% 
per year. 

GoldMoney also allows US and UK residents to use 
their retirement funds (IRA) to open an account. 

They are also 100% offshore, based in Jersey, 
Channel Islands. This has the benefit of being 
outside government jurisdictions, a plus if you are 
concerned about confiscation.  

They have been in business 10 years and hold 
$1.6B in assets. They use ViaMat, one of the 
largest and most respected vault operators in the 
world. They are fully insured and audited every 
quarter. They maintain a 100% gold allocation, 
meaning for every ounce owned by a customer, 
they have an ounce in storage. They do not list the 
gold they hold on their company balance sheet, 
meaning  they never  “own”  it, and  therefore cannot 
borrow against it, etc. This means that in the 
unlikely event of a GoldMoney bankruptcy or 
lawsuits, your gold is protected. Make sure you 
read all the disclosures. 

 

BULLION ETFS 
In the last few years many gold and silver bullion 
ETFs have emerged, making bullion-buying very 
safe, convenient and inexpensive. To buy you just 
need a standard stock trading account, like TD 
Ameritrade, E-Trade or any other. 

An ETF is short  for an “exchange-traded fund.” An 
exchange-traded fund is a pool of assets that 
trades under its own stock symbol. When you buy a 
share in a bullion ETF, you are buying a share of 
gold or silver in a vault. 

The ETFs are a secure, inexpensive, convenient, 
and highly liquid way to own gold or silver. They 
can work for large or small investors. 

The first and most popular bullion ETF was the 
SPDR Gold Trust ETF (symbol: GLD). However, 
due to unresolved questions about its custodial 
agreements, I do not recommend this fund. Here 
are my favorites: 

http://www.goldmoney.com/
http://www.perthmint.com.au/
http://www.goldline.com/
http://www.firststatedepository.com/
http://www.goldsilvervault.com/
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Sprott Physical Trusts  
Check out the Sprott Physical Gold Trust (symbol: 
PHYS) and the Sprott Physical Silver Trust 
(symbol: PSLV). Eric Sprott is a well known figure 
in the precious metals world, and started these 
funds in answer to the many questions about some 
of the other ETFs. The Sprott trusts store their 
precious metals in the Royal Canadian Mint. This 
means they are outside the US, which I like, but are 
also reasonably close. The other thing I like is that 
there is a redemption feature. If you like, you can 
drive to the mint and pick up your gold! There are 
some limitations, so be sure to read the prospectus.  

One important thing to know about these funds is 
that they are structured as “closed-end” funds. This 
means that the share-price of the fund can float 
above or below the value of gold in the vault. Today 
it trades at a 5% premium, which means you are 
paying 5% more than the value of gold in the vault. 
You do want to check the premium before buying to 
make sure you aren’t overpaying. You can check 
by clicking here for the gold fund and here for the 
silver fund.  Try  not  to  buy  if  the  “closing  price”  is 
more  than  5%  higher  than  “net  asset  value  per 
unit.” Just wait a few days and try again. 

But this structuring also has a huge advantage for 
US investors. GLD, SGOL and many other funds 
are taxed by  the  IRS  as  a  “collectible,”  at  a  28% 
rate, not the usual capital gains rate! The Sprott 
funds avoid this special tax treatment – they are 
taxed at the standard capital gains rate. 

ETFS Physical Swiss Gold/Silver Shares 
Another option I like, especially if you are investing 
your IRA, or if you are not in the US, is the ETFS 
Physical Swiss Gold Shares (symbol: SGOL) and 
the ETFS Physical Swiss Silver Shares (symbol: 
SIVR). Be sure to read the prospectus. These 
funds are also traded on the major European 
exchanges. 

The gold is stored in Zurich, Switzerland, but there 
is no redemption feature.  

The big difference between these funds and the 
Sprott funds is the way they are structured. When 
you buy a share, these funds buy physical metal 
and move it into a vault. When you sell a share, 
they take metal out of the vault and sell it. The 
result is that the fund tracks the price of gold 

exactly. There will never be a premium or discount 
to the value of the metal in their vaults. 

But US investors beware! Because of this 
structuring, gains in this fund are taxed by the IRS 
as a “collectible,” at a  rate of 28%,  far higher  than 
the current capital gains rate. Be sure to read the 
prospectus.  

These funds are good choices for IRA investors, 
since  the  higher  tax  rates  don’t  matter  in  an  IRA, 
and since  these  funds don’t  trade at a premium to 
the gold in their vaults, you get a little more gold for 
your money, 

 

FUTURES 
The final way to own gold and silver bullion, and in 
many ways the safest, cheapest, and most 
convenient way, is through the futures markets. 

The futures markets have been around in the US 
for 150 years. They are highly and efficiently 
regulated; backed by a third-party clearing house 
and settled daily to eliminate counter-party risk; 
they are highly liquid, convenient, and inexpensive. 
They also have a favorable tax treatment. 

A futures contract is an agreement to buy or sell a 
fixed amount of a commodity in the future. For 
example, a Comex December 2011 Gold futures 
contract is the right buy 100 ounces of gold on 
December 29th, 2011. The price of this contract 
typically tracks the cash price of gold very closely. 

The main disadvantage of using futures is that 
every contract expires – for example the December 
2011 gold contract expires December 29, 2011. 
You will either need to take delivery of the 100oz of 
gold on that date (and pay the $140,000 due!), or 
you need to roll-over the contract: sell that contract 
prior to the expiration date, and buy a later one 
(e.g., December 2012). There will be transaction 
costs and perhaps price differences too. 

The futures market allows you to leverage highly. 
For example, a single contract controls 100 ounces 
of gold, which today is worth about $140,000. You 
can control this gold with a mere $5,400 in your 
account. This sounds cool, until you realize if the 
price of gold moves against you a mere $54/oz you 
would be wiped out. 

http://www.etfsecurities.com/
http://www.sprottphysicalgoldtrust.com/
http://sprottphysicalsilvertrust.com/
http://www.sprottphysicalgoldtrust.com/Net-Asset-Value/default.aspx
http://sprottphysicalsilvertrust.com/NetAssetValue.aspx
http://sprottphysicalsilvertrust.com/NetAssetValue.aspx
http://www.etfsecurities.com/
http://www.etfsecurities.com/
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If you use futures to invest in precious metals, I 
strongly recommend you do not leverage. 

Standard contracts are GC (100oz gold) and SI 
(5000oz silver) and are traded on the Comex 
(www.comex.com). If you want smaller positions, 
you can use the minis: YG (33.2oz gold) and YI 
(1000oz silver) traded on the CBOT 
(www.cbot.com). Before trading futures, make sure 
you fully understand the risks. Here is a good 
primer. 

You will need a futures-enabled trading account to 
trade futures. I use Interactive Brokers 
(www.interactivebrokers.com). Another simple and 
popular platform is www.thinkorswim.com.  

 

GOLD MINERS 
Another way to invest in gold is to buy the shares of 
gold mining companies. But this is not at all the 
same as owning bullion itself. 

Gold mining companies share prices move up and 
down with the price of gold. But they also move 
with the broader stock market. They can go up or 
down based on interest rates, financing issues, 
environmental issues, the price of fuel to run their 
equipment, etc. Typically they are a lot more 
volatile than bullion. 

Nevertheless, it is a great way to invest in gold. 
Again, ETFs are a good way to invest with 
diversification. These ETFs are just baskets of 
shares of several mining companies: 

GDX is a basket of the largest gold mining 
companies. 

GDXJ is a basket of “junior” mining companies that 
are smaller. The junior mining companies are 
typically much more volatile than the larger 
companies, but also have more upside. 

SIL is a basket of silver mining companies. 

All  these  ETFs  are  “unmanaged”  – meaning they 
are baskets of the largest companies, regardless of 
quality. 

For long-term investors, it is usually better to get a 
well-managed mutual fund. But picking the right 
manager is very, very important! I highly 
recommend two funds: 

Tocqueville Gold Fund (symbol: TGLDX, 
www.tocquevillefunds.com). They have been one of 
the longest running gold mining mutual funds and 
have the best track record. 

United Services World Gold Fund (symbol: 
UNWPX, www.usfunds.com). Frank Holmes and 
his team are top managers I have followed for 
years. 

I have recommended this fund for years. They have 
a  monthly  purchase  program  called  the  “ABC 
Investment  Plan.”  You  can  set  up  a  monthly 
withdrawal from your bank account to invest 
automatically in the gold fund. You can invest as 
little as $100 per month. 

This is called “dollar cost averaging,” and is one of 
the very best ways to invest in gold miners, 
because it they are so volatile. When gold is high, 
you are happy because you are making money. 
When gold is low, you are happy because your 
money is buying more shares this month; and every 
month your shares compound. 

If you have savings accounts for your children, this 
is an excellent way to go. 

As mutual funds, you do not need to have a 
brokerage account. Just visit their website to open 
an account. 

 
This newsletter is for informational purposes only and is not intended 
to be a solicitation, offering or recommendation of any security.  The 
publisher does not represent that the securities, products, or services 
discussed are suitable or appropriate for all investors.   Any market 
analysis constitutes an opinion that may not be correct.  Readers must 
make their own independent investment decisions. 

The information in this publication is not intended for distribution to, or 
use by, any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to law or regulation, or which 
would subject the publisher to any registration requirement within such 
jurisdiction or country. 

Any opinions expressed herein, are subject to change without notice.  
In addition, there are many market, currency, economic, political, 
business, technological and other risks that are beyond our control.  
We make reasonable efforts to provide accurate content in these 
articles; however, some content and some of the assumptions, 
formulas, algorithms and other data that impact the content may be 
inaccurate, outdated, or otherwise inappropriate.  In addition, we may 
have conflicts of interest with respect to any investments mentioned.  
Our principals and our clients may hold positions in investments 
mentioned on the site or we may take positions contrary to investments 
mentioned.  

All current and past market commentaries are protected by copyright.  
Apart from any use permitted under the Copyright Act, you must not 
copy, frame, modify, transmit or distribute the market commentaries, 
without seeking the prior consent of publisher. 
 

http://www.usfunds.com/
http://www.comex.com/
http://www.cbot.com/
http://www.nfa.futures.org/nfa-investor-information/publication-library/opportunity-and-risk-entire.pdf
http://www.nfa.futures.org/nfa-investor-information/publication-library/opportunity-and-risk-entire.pdf
http://www.interactivebrokers.com/
http://www.thinkorswim.com/
http://www.tocquvillefunds.com/

