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Stocks ended last week mixed as investors navigated the Fed’s rate
decision, Treasury yields, oil prices, and the volatile Al trade.

The Standard & Poor’s 500 Index declined 0.09 percent, while the
Nasdaq Composite Index rose 0.72 percent. The Dow Jones
Industrial Average fell 1.70 percent. The MSCI EAFE Index,
which tracks developed overseas stock markets, skidded 1.32
percent. 2

Mixed Markets

Stocks opened lower to start the week as safety concerns tempered
the artificial intelligence trade and oil prices rose. Markets slid
again over the next session as the bellwether 10-year Treasury
yield rose above 5 percent to a 19-year high.>*

Markets steadied midweek as investors awaited the Fed's decision
on the final day of its September meeting. The Fed raised short-
term interest rates by a quarter percentage point in a widely
anticipated decision, reflecting inflation concerns. Stocks fell
following the decision, but declines in the broader market were
modest.”

Stocks rebounded Thursday, clawing back some losses from the
prior session. Lower oil prices, falling Treasury yields, and
advances in a handful of megacap tech stocks helped lift all three
major market averages. But the relief rally stalled out a bit on
Friday morning as Treasury yields rose again.®’
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Focus on the Fed

The Federal Open Market Committee voted unanimously to
raise interest rates, increasing the Fed Funds rate by a quarter
percentage point to a target range of 3% to 4 percent. Of the 18
officials who submitted medium-term projections for the Fed’s
so-called “dot-plot,” 16 penciled in at least one more adjustment
this year. (The FOMC meets twice more before year-end.)®

In his post-meeting press conference, Fed Chair Kevin Warsh
said that “inflation is too high and has been for too long.” He
added that despite expanding economic activity, “uncertainty
remains elevated, owing in part to geopolitical developments,”
and that the Fed’s decision supports a “timelier return” to its
goal of 2 percent inflation.’

This Week: Key Economic Data
Tuesday: Richmond Fed President Tom Barkin speaks.

Wednesday: Purchasing Managers Index (PMI)—
Manufacturing. Purchasing Managers Index (PMI)—Services.

Thursday: Weekly Jobless Claims. New Home Sales. Fed
President Barkin speaks.

Friday: Durable Goods. U. Michigan Consumer Sentiment
Survey.

)

“We don't see things as they are, we see them as we are.’

— Anais Nin
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Here's a wild monetary thought experiment: they said Treasury
Secretary Scott Bessent could theoretically “buy back™ our
roughly $40 trillion in U.S. government debt using cash from the
Treasury General Account.

There would just be one small detail standing in the way...the
government would first have to re-mark its gold reserves to
somewhere around $155,000 per ounce.

If you’re not familiar with the concept, it probably sounds
outright insane. But the basic idea is actually simple, and once
you follow it through to its logical conclusion, things get
interesting pretty quickly.

The United States owns roughly 261.5 million ounces of gold,
giving it the largest official reserves in the world. Yet the
government still carries that gold at a statutory price of just
$42.22 per ounce, even though gold trades at about 100x that
price.

At $42.22, the government’s entire gold hoard is officially
valued at only about $11 billion. In the real world, it’s worth
well north of $1 trillion. It’s roughly the equivalent of somebody
who bought a Manhattan apartment for $25,000 decades ago
insisting that it is still worth $25,000 today because that’s what
the original paperwork says.

As a gold bull, naturally, I love the idea of finally marking this
gold to market. But the attraction goes well beyond watching the
government admit that gold is worth considerably more than
$42. Revaluation could once again formally elevate gold’s



importance as a monetary asset, something gold investors have
been arguing for years could and should happen, while central
banks around the world have quietly continued accumulating.

There’s also a practical reason Washington could eventually find
the i1dea appealing. Treasury owns the gold and already has a
mechanism for issuing gold certificates against it to the Federal
Reserve. In exchange, Treasury can receive a credit to its
account at the Fed. In other words, there is already plumbing in
place that allows the government to monetize the value of its
gold. The problem is that the current system is tied to that
absurd $42.22 statutory valuation, meaning Congress would
likely need to change the law before a major revaluation could
take place.

A reasonable scenario would be relatively straightforward.
Congress changes the valuation and brings Treasury’s gold
much closer to something resembling reality. At $5,000 per
ounce, America’s 261.5 million ounces would be valued at
roughly $1.3 trillion. At $10,000, we’re talking about
approximately $2.6 trillion.

Suddenly, an asset officially carried at about $11 billion
becomes a source of potentially trillions of dollars of balance-
sheet capacity. Treasury wouldn’t have to load up trucks at Fort
Knox either. The gold could remain exactly where it is while the
government monetized some portion of the higher official
valuation through the existing certificate framework.

The Federal Reserve has studied official reserve revaluations
and looked at examples of governments around the world using
gains on reserve assets for fiscal purposes. So while the specific
details of how America might do it remain hypothetical, the
broader concept isn’t unprecedented.

That’s the relatively sane version. Now for the Fringe version...



Suppose Washington doesn’t revalue gold to $5,000 or $10,000.
Suppose policymakers decide they’re going to establish an
entirely new official valuation for gold and pick something truly
ridiculous. Say $100,000 per ounce. Or roughly $155,000 per
ounce, which would put America’s gold reserves at around $40
trillion, roughly enough, on paper, to match the national debt.

At $100,000, America’s roughly 261.5 million ounces of gold
would carry an official value of about $26.15 trillion. At
$155,000, you’re north of $40 trillion. Now we’re talking about
numbers Washington can actually get excited about.

Under a hypothetical legal framework allowing it, Treasury
could issue vastly more gold certificates against that revalued
gold, with the Federal Reserve crediting Treasury’s account in
return. That’s essentially how the existing system already works,
except today the certificates are limited by law to the hilariously
outdated statutory gold price of $42.22 per ounce.

Taken to its extreme, you eventually arrive at the idea that sent
me down this rabbit hole in the first place: could the United
States use Fort Knox to retire a gigantic portion, theoretically
even something approaching all, of the national debt?

On paper, you can construct something resembling that scenario.
Unfortunately, there’s one small problem: revaluing the gold
doesn’t actually create $40 trillion of new wealth. What it could
create is an enormous amount of new financing capacity for
Treasury.

Changing the official price of an ounce of gold from $42 to
$155,000 doesn’t give America more factories, houses, data
centers, oil, electricity, farmland or productive capacity. We still
have the same economy and the same 261.5 million ounces of
gold. We’ve simply assigned an enormously larger number of
dollars to that gold and, under this hypothetical framework,
allowed Treasury to monetize that higher valuation.



If Treasury then started using that money to retire government
debt, the Treasury securities could disappear, but the people and
institutions holding them don’t disappear. They get paid. In
effect, Washington would be replacing enormous quantities of
interest-bearing Treasury securities with money and other
monetary liabilities in the financial system.

And that’s where the thought experiment gets really interesting,
because the ultimate consequence could show up in the value of
the dollar itself.

The act of revaluing gold wouldn’t automatically dump $40
trillion into the economy or instantly destroy the dollar. Treasury
would first have a vastly larger balance at the Fed. The real
monetary event begins as Treasury actually uses that money.
And if Washington attempted to deploy tens of trillions of
dollars to retire debt without the Federal Reserve somehow
offsetting the resulting liquidity, we’re talking about monetary
expansion on a scale that has essentially no modern American
precedent.

You haven’t made America $40 trillion richer. You’ve
potentially created an enormous number of additional dollars
and dollar-like claims against essentially the same underlying
economy.

Maybe the best way to understand $155,000 gold isn’t that
Washington has suddenly decided an ounce of yellow metal is
magically 30 or 40 times more valuable. Maybe it’s that
Washington has decided it now takes vastly more dollars to
represent the same ounce of gold.

In other words, the crazy number may tell you as much about
the dollar as it does about the gold.

And if trillions upon trillions of those newly available dollars
were actually deployed, the adjustment could eventually appear



through some combination of a weaker dollar, higher inflation,
rising nominal asset prices, higher inflation expectations and
changes in interest rates. The exact outcome would depend
enormously on how the operation was structured and how
aggressively the Federal Reserve responded.

So there’s no magic trick here. You can’t make tens of trillions
of dollars of government obligations disappear without
something changing somewhere else in the system.

That’s the part of this thought experiment that should make gold
investors’ ears perk up. A $155,000 official gold price could be
viewed less as Washington declaring that gold suddenly became
extraordinarily valuable and more as Washington implicitly
acknowledging that the dollar has become extraordinarily cheap
relative to gold.

Y ou could potentially retire an enormous amount of nominal
Treasury debt this way. You could make the government’s debt
statistics look dramatically better. You might even reduce future
Treasury interest expense substantially...but you haven’t
eliminated the underlying economic cost. You’ve changed the
form in which that cost is expressed.

Instead of carrying tens of trillions of dollars of Treasury
securities, you’ve potentially pushed some of the adjustment
into the monetary system itself, into liquidity, inflation, interest
rates, asset prices and, ultimately, the purchasing power of the
currency. So the really crazy part of $155,000 gold isn’t
necessarily imagining gold becoming that expensive. It’s
imagining what a dollar might be worth in a world where
Washington decided it needed gold to be worth $155,000.

The debt gets smaller; the number of dollars potentially gets
much bigger...and then those dollars may buy a hell of a lot
less.



And setting an official government price of $100,000 wouldn’t
automatically force gold to trade for $100,000 in New Y ork,
London or anywhere else. The government can choose an
accounting value, but it can’t simply order the global market to
agree with it. The signal, however, would be impossible to
ignore.

The country responsible for issuing the world’s primary reserve
currency would essentially be announcing that gold was
important enough to use as a tool for restructuring its own
sovereign balance sheet. Every central bank, sovereign wealth
fund and large institutional investor on Earth would immediately
have to consider what that meant.

If the United States itself suddenly decided gold deserved a
dramatically higher monetary valuation, why wouldn’t other
countries want more of it?

And if you’re running a central bank somewhere, the question
becomes increasingly uncomfortable: how much of your
reserves do you want sitting in dollars and Treasury bonds
versus the asset Washington itself just decided was valuable
enough to help address its fiscal problems?

A sufficiently large revaluation could amount to an admission
that gold never really left the monetary system in the first place.
We just spent decades pretending it did while central banks
continued stacking bars in vaults.

I’m not predicting $100,000 gold. That number is intentionally
ridiculous because it demonstrates how powerful the mechanism
becomes when taken to its extreme. But the current $42.22
valuation 1s arguably even more ridiculous in its own way.

Eventually, Bessent or somebody at Treasury is going to look at
261.5 million ounces of gold, look at the government’s fiscal
situation and ask why one of America’s most valuable financial



assets 1s still being carried at a price that hasn’t had anything to
do with reality for more than half a century...especially at a time
when we are desperate to clean up our fiscal house...

The interesting question isn’t whether $42 makes sense. It
clearly doesn’t. The question is what price will Scott Bessent
arrive at, that does make sense.!!
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value
of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost.

The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice.

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not indicative of
the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot directly invest in
unmanaged indexes. Past performance does not guarantee future results.

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock
market. The Nasdaq Composite is an index of the common stocks and similar securities listed on the Nasdaq stock market and considered a broad indicator
of the performance of stocks of technology and growth companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI)
and serves as a benchmark of the performance of major international equity markets, as represented by 21 major MSCI indexes from Europe, Australia, and
Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are considered to be representative of the stock market in general.

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury Note
prior to maturity, it may be worth more or less than the original price paid. Fixed income investments are subject to various risks including changes in
interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors.

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks unique
to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility.

Please consult your financial professional for additional information.

This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal
advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by
FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional, Registered
Investment Advisor, Broker-Dealer, nor state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general
information, and they should not be considered a solicitation for the purchase or sale of any security.
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