
 

 

 

 

Is Gold Dead as an Investment? 
 
Is gold dead as an investment? The dollar is stronger and stocks are going up. The Wall 
Street Journal reports that gold slips farther as the US currency and stocks look better and 
better. 
 
Gold prices fell Monday on a stronger dollar and as gains in equities lured investors away 
from haven assets like precious metals. 
 
The most actively traded gold contract, for June delivery, was recently down $15.30, or 1.3%, 
at $1,185.40 a troy ounce on the Comex division of the New York Mercantile Exchange. 
 
Gold retreated further from $1,200 an ounce as the dollar climbed against other currencies. 
The dollar advanced against the euro and the Japanese yen, with The Wall Street Journal 
Dollar Index recently up 0.5% at 87.54. 
 
Dollar-denominated gold becomes more expensive for foreign buyers when the greenback 
strengthens against their home currency. 
 
As the dollar [marches] higher, some analysts say gold is quickly losing its appeal. 
 
The point of owning gold for the long term is that it is a hedge against inflation and 
devaluation of so called fiat money (fiat currencies). 
  

 

http://www.wsj.com/articles/gold-slips-as-dollar-stocks-advance-1427726870


What Is Fiat Money? 
 
Investopedia defines fiat money. 
 
Fiat money is currency that a government has declared to be legal tender, but is not backed 
by a physical commodity. The value of fiat money is derived from the relationship between 
supply and demand rather than the value of the material that the money is made of. 
Historically, most currencies were based on physical commodities such as gold or silver, but 
fiat money is based solely on faith. Fiat is the Latin word for “it shall be”. 
 
The problem with currency is that there is not enough gold and silver in all their forms and 
uses in the whole world to back up the major currencies (USD, GBP, EUR, CHF, CAD, AUD, 
YEN or Yuan). So the necessary choice is a currency that is backed by the full faith and 
credit of the government in question. For the USD, GBP, EUR etc. this works out pretty well. 
For the Argentinian, Ukrainian and Venezuelan currencies, gold works out better. So, is gold 
dead as an investment? It is not if you live in one of the countries whose currencies are on 
the road to oblivion. For right now gold is not doing so well versus a strengthening US dollar. 
 
A Too Strong Dollar 
 
Investment capital goes where there is opportunity for profit. A measure of the strength of the 
US dollar is the concern of China’s central bank chief who believes that investment capital 
will flee China and go to the USA to take advantage of the stronger dollar. 
 
China’s central bank governor said Sunday that the U.S. dollar DXY, +0.68% could grow “too 
strong” and prompt capital flows out of China and other nations. Speaking at an annual forum 
in the Chinese city of Boao, People’s Bank of China Gov. Zhou Xiaochuan said monetary 
easing by major central banks was driving up the U.S. currency, while adding that he saw 
“more room” for China to further ease policy if the economy remains soft and inflation 
continues to weaken, according to comments carried by Reuters. 
 
If the Chinese who commonly buy gold as an investment are heading to buy dollars and 
invest in the USA it may well be that gold is dead as an investment. 
 

 

 

 

 

 

 

 

 

http://www.investopedia.com/terms/f/fiatmoney.asp
http://www.marketwatch.com/story/china-central-bank-chief-warns-of-us-dollar-strength-2015-03-29


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Educational Resources 

Click the links below to get your 

FREE training materials. 

 

Free Weekly Investing Webinars 

Don’t miss these free training events! 

http://www.profitableinvestingtips.com/free-webinar 

 

Forex Conspiracy Report 

Read every word of this report! 

http://www.forexconspiracyreport.com 

 

Get 12 Free Japanese Candlestick Videos 

Includes training for all 12 major candlestick signals. 

http://www.candlestickforums.com 

 

Disclaimer: Trading and investing involves significant financial risk and is not 

suitable for everyone. No content on this document should be considered as 

financial, trading, or investing advice. All information is intended for educational 

purposes only. 

 

 

 

 

 

 

 

 

 

http://www.profitableinvestingtips.com/free-webinar
http://www.forexconspiracyreport.com/
http://www.candlestickforums.com/

