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Gold prices continue to trade sideways as prices remain around the $1200 an ounce level.

Trading in gold has been very choppy over the past 6 weeks with the price of the yellow metal trading in a tight
range between $1,180 and $1,210 as the outlook for an interest hike by the U.S. Federal Reserve has become even
cloudier than before.

On Friday the price of gold finished higher after the release of the latest U.S. jobs report. According to the
Department of Labour, the U.S economy created 223,000 new jobs in April, rebounding from March’s weak
performance and just below the 228,000 jobs expected by economists polled by MarketWatch. The unemployment
rate fell to 5.4%.

Many economists now believe that the rebound in the April job report gives the Federal Reserve the green light to
raise interest rates in September. On the other hand it appears that traders who use futures contracts to bet on the
timing and pace of Fed rate hikes are wagering that the central bank will not move until December.

The other major event last week was the UK election that ended in a stunning unexpected majority win for the newly
empowered British Prime Minister David Cameron and his Conservative Party.

Barely two weeks ago, Cameron, was under pressure to step up his performance on the campaign trail. On Friday,
he took a ritual trip to Buckingham Palace for an audience with Queen Elizabeth I, who asked him to form a
government. Minutes later he was back outside 10 Downing Street promising to bind up a nation that had come
under significant strain during a campaign that inflamed the passions of nationalism.

The Conservatives will hold 331 seats in the 650 seat Parliament, while the Labour Party will shrink to just 232.

The Liberal Democrats suffered a major loss. From 57 seats in the last Parliament, the Liberal Democrats will enter
the new Parliament with just eight members.

The other big winner was the Scottish National Party, led by Nicola Sturgeon. Eight months after losing a vote for
independence, the SNP captured 56 of the 59 Scottish seats in the national Parliament, destroying the Labour Party
in its traditional stronghold. The stunning gains by the SNP not only redrew the politics of Scotland but Cameron will
have to find a way to deal with Scottish nationalists who are demanding more powers and possibly another
referendum on independence.

The U.K. Independence Party saw its support rise to 13% in the national vote, but could claim only one seat because
of Britain’s first-past-the-post voting system.

Nevertheless, financial markets reacted positively at the prospect of a stable, Tory-led government continuing the
austerity economics of the past five years.



The pound made its biggest one-day gain against the euro for two years and the FTSE-100 surged ahead on the
news.

In a speech after the election results, Cameron reaffirmed his pledge to hold a referendum on Britain’s E.U.
membership. He also put an emphasis on some of the key issues in the Conservative Party manifesto — including
job-training assistance, additional child-care benefits and home-building programs — but sidestepped mention of the
huge welfare cuts needed to bring these to fruition.

In rapid succession, the leaders of three parties — Ed Miliband of Labour, Nick Clegg of the Liberal Democrats and
Nigel Farage of UKIP — announced that they would resign their positions.

Meanwhile the situation in Greece seems to be deteriorating rapidly, and the international bailout that Greece is
relying on to stay solvent was put in jeopardy when the Government revealed that it expects its economy to grow at
just 0.8% this year.

The figure is well below the 1.4% Greece told its international lenders in March and a fraction of the 2.9% it used to
formulate its 2015 budget.

Reuters news agency said that the finance ministry reform plan raises fresh questions about the European Union/IMF
bailout, over which talks resume on Monday.

The Greek government has warned that ‘serious disagreements and contradictions between the IMF and the EU’ were
creating ‘obstacles in the negotiations, as well as high risks’.

Last week the government of Greece made a €200million interest payment to the IMF but while this was not
expected to be a problem, the next €750million repayment due on May 12 could prove more difficult.

Meanwhile the drive to lessen the dependency on the U.S dollar continues. With the creation of the BRICS bank and
now the Asian Infrastructure Investment Bank (AlIB), the major economies of the world are hoping to develop a
more multi-polar financial world and break the hegemony of the United States.

Due to the enormous size of the US economy, coupled with the reserve status of the US dollar, the United States
government has long been able to achieve strategic and military goals through flexing its financial power. This power
has long allowed the US government to buy allies and friends among foreign regimes, to finance proxy wars, and to
threaten the growth potential of foreign economies whenever the US government deemed it necessary.

Today, however, with an enormous debt and a rapidly inflating supply of dollars, the US has become vulnerable to
financial warfare aimed at cutting off the US government’s ability to finance its debt and to keep price inflation under
control. Not surprisingly, numerous foreign regimes, including the BRICS countries of Brazil, Russia, India, China,
and South Africa, sense there is a chance to chip away at this global financial hegemony for the first time in decades.
However, | have no idea what contribution South Africa can and will make towards this as the size of country’s
economy compared to the global economy is negligible. Furthermore, the government is one of the most corrupt in
the world, one that is more used to receiving than giving.

Since the Second World War, the United States has enjoyed an often untrammelled ability to project its power
through both military and financial means.

While the dollar does not yet face serious competition from any foreign currencies, it is extremely likely that the
BRICS Bank and the AlIIB — and especially the Russians and Chinese — will encourage other world powers to join the
battle against the dollar.

And, once these institutions have thus diminished the value of holding dollars, foreign holders of large dollar reserves
and American debt (such as the Chinese) can more aggressively dump dollars and debt just as the Americans
threatened to dump the pound-sterling bonds in 1956.

And of course, independent of this plan, the BRICS bank and the AlIIB can be used to strategically attract developing
nations out of the US orbit and into alliances with the Chinese, Russians, or whatever states can offer the most
attractive terms for foreign aid (and sweetheart deals for the politicians).

It’s impossible to know the timetable on how these developments may play out. Recently, the Chinese humiliated the
US government by attracting multiple European partners to the AllB, which the US government had denounced. But

even with broad support from European regimes, the AlIB still is capitalized only to the tune of fifty billion dollars. In
other words, by itself the AlIB still offers only minor competition.

The Fed appears to have a problem on its hands, and markets are watching. The gold market, like many other asset
classes, has been paying close attention to the ebb and flow of hawkish and dovish rhetoric from the central bank.



While bets for an initial interest rate hike of 25 basis points have risen in recent months, the reality is that the Fed
seems very concerned about the health of the economy. So concerned, in fact, that it now seems as if the central
bank is not going to be in rush to raise rates. And, as more institutions and individuals become aware of the current

corrupt banking system, the greenback will come under enormous pressure and ultimately lose its status as the
world’s reserve currency.

When this happens, there will be a total collapse or a massive reset in the global fiat currency system which will send
the price of gold soaring.
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The price of gold remains in a tight trading range around the $1200 an ounce level.
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