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Reserve currencies, shelf life, money supply, velocity diverges, stock drop, gold hold, cruel low, second wave 
 
¢Ƙƛǎ ǿŜŜƪ ǿŜ ƭƻƻƪ ŀǘ ǘƘŜ ƘƛǎǘƻǊȅ ƻŦ ǊŜǎŜǊǾŜ ŎǳǊǊŜƴŎƛŜǎ ŀƴŘ ǿƘŀǘ ŦŀǘŜ ōŜŦŀƭƭǎ ǘƘŜ ¦Φ{Φ ŘƻƭƭŀǊ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ 
reserve currency. Historically, at least since the Age of Discovery, a reserve currency has a shelf life of roughly 
94 years with the longest being the British pound sterling and the Spanish real. By many measurements the 
¦Φ{Φ ŘƻƭƭŀǊ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ ŎǳǊrency is coming to an end. And the end of a reserve currency does not 
come peacefully.  
 
Our chart of the week (page 18) looks at the diverging U.S. money supply and the velocity of money. One is 
going up while the other is going down. The stock markets suffered their second weekly drop and appear on 
the edge of falling further. Will they? And how low could they go? Gold held in on the week as its corrective 
period continues.  
 
Fall is approaching. September is known as the cruelest month for stocks. But October/November bring us 
stock market lows. As well, is a second wave of the COVID-19 underway? Regardless of whether or not there is 
a second wave, demand for consumer staples including groceries and pharmaceuticals will be sustained from 
retailers such as Metro Inc. which pays a dividend and is held in the Canadian Conservative Growth Strategy*.  
Stay safe.  
 
Have a great week! 
 
DC 
 
* Reference to the Canadian Conservative Growth Strategy and its investments is added by Margaret Samuel, 
President, CEO and Portfolio Manager of Enriched Investing Incorporated who can be reached at 416-203-3028 
or  msamuel@enrichedinvesting.com 
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άCǊƻƳ ƛǘǎ ŎǊŜŀǘƛƻƴ ƛƴ мфмоΣ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ CŜŘ ƳŀƴŘŀǘŜ Ƙŀǎ ōŜŜƴ ǘƻ Ƴŀƛƴǘŀƛƴ ǘƘŜ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊ ƻŦ 

the dollar; however, since 1913 the dollar has lost over 95 percent of its value. Put differently, it takes 
ǘǿŜƴǘȅ ŘƻƭƭŀǊǎ ǘƻŘŀȅ ǘƻ ōǳȅ ǿƘŀǘ ƻƴŜ ŘƻƭƭŀǊ ǿƻǳƭŘ ōǳȅ ƛƴ мфмоΦέ 

- James Rickards, American lawyer, speaker, media commentator, author on finance and precious 
metals, From Currency Wars: The Making of the Next Global Crisis (2011)  

-  
ά!ƴȅ ǘƛƳŜ ŀ ŎƻǳƴǘǊȅ ǘǊŀƴǎƛǘƛƻƴŜŘ ǘƻ ŀ Ŧƛŀǘ ŎǳǊǊŜƴŎȅΣ ǘƘŜȅ ŎƻƭƭŀǇǎŜŘΦ ¢Ƙŀǘϥǎ Ƨǳǎǘ ǿƻǊƭŘ ƘƛǎǘƻǊȅΤ ȅƻǳ Řƻƴϥǘ 

ƘŀǾŜ ǘƻ ƪƴƻǿ ŀōƻǳǘ ŎǊȅǇǘƻŎǳǊǊŜƴŎȅ ǘƻ ƪƴƻǿ ǘƘŀǘΦέ 
- Nipsey Hussle, born Ermias Joseph Asghedom, American rapper, activist; 1985-2019 

 
άaƻƴŜȅ ƛǎ ōŜǘǘŜǊ ǘƘŀƴ ǇƻǾŜǊǘȅΣ ƛŦ ƻƴƭȅ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ǊŜŀǎƻƴǎΦέ 

- Woody Allen, American director, writer, actor, comedian; b. 1935 
 

Money 
Money 

 
Money makes the world go around 

The world go around 
The world go around 

Money makes the world go around 
It makes the world go 'round 

 
A mark, a yen, a buck or a pound 

A buck or a pound 
A buck or a pound 

Is all that makes the world go around 
That clinking, clanking sound 

Can make the world go 'round 
- From Cabaret (1972) ς Sung by Liza Minnelli and Joel Grey as Sally Bowles and the Emcee. 

 
¢ƘŜ ǘǊƻǳōƭŜ ƛǎ ǘƘŀǘ ƳƻƴŜȅ ƴƻ ƭƻƴƎŜǊ ƳŀƪŜǎ ǘƘŀǘ ŎƭƛƴƪƛƴƎΣ ŎƭŀƴƪƛƴƎ ǎƻǳƴŘΦ aƻǊŜ ƭƛƪŜ ŀ Řǳƭƭ ǘƘǳŘΦ ¢ƻŘŀȅΩǎ Ŏƻƛƴǎ 
are made from nickel-plated steel. They used to be made from silver, well mostly silver. But over the years 
silver as a component became less and less until they just stopped using it. A twenty-dollar bill is just made of 
paper (cotton and sometimes with some linen). What is a $20 bill worth? Not much. A $20 bill in the U.S. says ς 
ά¢Ƙƛǎ bƻǘŜ ƛǎ [ŜƎŀƭ ¢ŜƴŘŜǊ ŦƻǊ !ƭƭ 5ŜōǘǎΣ tǳōƭƛŎ ŀƴŘ tǊƛǾŀǘŜΦέ Lƴ ƻǘƘŜǊ ǿƻǊŘǎΣ ƛǘ ƛǎ ŀƴ LΦhΦ¦Φ ¢ƘŜȅ Ŏŀƴ ōŜ ǇǊƛƴǘŜŘ 
ad infinitum. Your money is worthless. Except for the fact that the government says it can be used for legal 
tender with a value printed on it.  
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There is a little problem. That $20 bill today would only purchase what would be worth $0.76 in 1913 the year 
the Federal Reserve came into existence. It implies a devaluation of 96.2%. In Canada the $20 bill would be 
worth $0.86 for a devaluation of 95.7%. Even Rickards was off a bit.  
 

Down, Down, Down We Go! 
 

 
Source: www.howmuch.net  

 
Fiat currency has led to the collapse of almost every economy that has tried to institute a fiat currency. Will the 
U.S. dollar be an exception? Yet since 1971 when President Richard Nixon took the world off the gold standard, 

http://www.howmuch.net/
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we have been experimenting with a fiat currency. With nothing to anchor the currency to, i.e. gold, one can 
print it ad infinitum. And the U.S. dollar acts as the ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ ŎǳǊǊŜƴŎȅΦ .ǳǘ ŦƻǊ Ƙƻǿ ƳǳŎƘ ƭƻƴƎŜǊΚ  
 
The history of fiat currencies is not a pretty one. The Chinese tried it during the 11th to 13th centuries. It ended 
in chaos. The French tried it three times. The first was under the Sun King Louis XIV, then again under his 
successor Louis XV. In the end, the currency became worthless. The French did it again in the late 18th century. 
They were called assignats. It suffered 13,000% inflation. Napoleon replaced it with a gold franc. The French 
tried it aƎŀƛƴ ƛƴ ǘƘŜ мфолΩǎ ǿƛǘƘ ŀ ǇŀǇŜǊ ŦǊŀƴŎΦ ²ƛǘƘƛƴ ŀ ŘŜŎŀŘŜ ƛǘ ŘŜǾŀƭǳŜŘ фф҈Φ tƻǎǎƛōƭȅ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ 
famous was Germany after WW1. Seems it needed 133 printing companies to produce the Deutsche Mark in 
order to help pay for its reparations. The only thing it was good for in the end was burning it to keep warm. 
The U.S. even financed its revolutionary war with what was known as the Continental. Oh yes it crashed. The 
new U.S. dollar was backed by gold.  
 

Continental, One Third of a Dollar, 1776 
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So, what will happen with this latest experiment? One thing that has already happened is that money supply 
has exploded. The U.S. money supply is taking on the look of the hockey stick, meaning it is now sticking 
straight up. Since 1959 when this chart starts it has exploded 3,800%. Since the end of February 2020 M1 has 
ƎƻƴŜ ǳǇ ор҈ ƻǊ ϷмΦп ǘǊƛƭƭƛƻƴΦ ¢Ƙŀǘ ŀƭƻƴŜ ǊŜǇǊŜǎŜƴǘǎ нт҈ ƻŦ ǘƘŜ Ǝŀƛƴ ǎƛƴŎŜ мфрфΦ bƻΣ ǿŜ ŘƻƴΩǘ ƴŜŜŘ 
wheelbarrows, yet. But could it happen?  
 

The Exploding U.S. Money Supply (M1) 
 

 
Source: www.tradingeconomics.com, www.stlouisfed.org  

A reserve currency is a foreign currency or precious metal that is held in large quantities by a country's 
government, central bank, or other monetary authority. It is used for participating in the global economy, such 
as through international transactions in trade or investments. A reserve currency has depth and liquidity, it can 
be freely and easily exchanged for other currencies, and it is held by monetary authorities and institutions in 
significant amounts.  

Ancient Greece and Rome 
 

As empires rose and fell there was a dominant currency that circulated around the world. The first coins 
ŀǇǇŜŀǊŜŘ ŀǊƻǳƴŘ слл ./ ƛƴ [ȅŘƛŀ ŀ ƪƛƴƎŘƻƳ ǘƛŜŘ ǘƻ ŀƴŎƛŜƴǘ DǊŜŜŎŜ ōǳǘ ƭƻŎŀǘŜŘ ƛƴ ǘƻŘŀȅΩǎ ¢ǳǊƪŜȅΦ ¢ƘŜ ŦƛǊǎǘ 
coins were made of electrum, an alloy of gold and silver.  

Probably the first coins that were circulated widely was the tetradrachm of Ancient Greece. Athens was the 
financial center of Ancient Greece. The coin shown below, with the head of Athena, became known as the 
Athens Owl. The coin has been found all over Europe and Asia demonstrating its wide use. The Owl was 
amongst the first coins widely imitated in other fringe economies of the time. There were also gold Staters but 
it was the silver tetradrachm that was widely used for trade and exchange.   

http://www.tradingeconomics.com/
http://www.stlouisfed.org/
https://www.thebalance.com/what-is-a-central-bank-definition-function-and-role-3305827
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Kings of Lydia, Circa 620 BC, EL Electrum, 4.7 grams 

 

Attica, Athens AR Tetradrachm 449-404 BC, 17.13 grams 

 

Ancient Greece was at its height in the 5th and 4th centuries B.C. It was at the time the most advanced economy 
in the world. Following the death of Alexander, the Great, in 323 BC, the Greek empire began to fracture as it 
was divided up between his generals. Civil wars, rising inequality, emigration and more led eventually to the 
conquering of Greece by the Roman Republic. Greece became a province of Rome by 146 BC.  

With the rise of first the Roman Republic (510 BC ς 27 BC) then Imperial Rome (27 BC ς 476 AD), Rome became 
the financial capital of the western world. Their currency, as represented by the silver denarius and the gold 
aureus became prized and circulated around the world even into fringe economies and as well India and China. 
Imitations of roman coins were common in the fringe economies surrounding the Roman Empire. We know 
that the circulation of roman coins was far and wide as they have been found as far away as China. Trade 
between Rome and China and India as well was huge with spices and fine silk that came from China while 
glass, wools, gold and silver and other goods went east to China primarily along the ancient silk road that 
predated Rome.  
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Nero, AD 54 ς 68, Gold Aureus 

 

Trajan AD 98 ς 117, Silver Denarius 

 

LƳǇŜǊƛŀƭ wƻƳŜ ŀǘ ƛǘǎ ǇŜŀƪ ŎƻǾŜǊŜŘ ŀƴ ŀǊŜŀ ƭŀǊƎŜǊ ǘƘŀƴ ǘƘŜ ¦Φ{Φ ǘƻŘŀȅΦ Lǘ ǿŀǎ ŀƭǎƻ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳȅ 
ŀǘ ǘƘŜ ǘƛƳŜΦ [ƛƪŜ ǘƘŜ ¦Φ{Φ ǘƻŘŀȅ wƻƳŜ Ǌŀƴ ƘǳƎŜ ǘǊŀŘŜ ŘŜŦƛŎƛǘǎΦ wƻƳŀƴ ǎŜƴŀǘƻǊǎ ǿŀǊƴŜŘ ǘƘŀǘ ƛŦ ǘƘŜȅ ŘƛŘƴΩǘ ŎǳǊǘŀƛƭ 
ǘƘŜƛǊ ŘŜŦƛŎƛǘǎ ǘƘŀǘ ǘƘŜȅ ŎƻǳƭŘ Ǝƻ ōŀƴƪǊǳǇǘΦ ¢ƘŜȅ ǿŜǊŜ ǊƛƎƘǘ ŀƭǘƘƻǳƎƘ ƛǘ ŘƛŘƴΩǘ ƘŀǇǇŜƴ ƻǾŜǊƴƛƎƘǘΦ 5ŜōŀǎŜƳŜƴǘ ƻŦ 
the currency was common. The silver denarius that was once almost pure silver (95%-98%) was cut first by 
Nero to 80% then over time it kept falling until it was no more. It was effectively replaced by what was known 
as the antoninianus and over time the antoninanus became nothing more than copper. The Roman Empire 
began its decline in the late 2nd century particularly following the Plague of Antonine 165 AD ς 180 AD. The 
empire degenerated into a series of civil wars, soldier emperors, rising inequality, financial crises, economic 
deterioration and attacks from barbarian tribes.   
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Postumus, Gallic Usurper Emperor Gaul, Spain and Britain, 260-269 AD, Billon Antoninianus 

 

Byzantine Empire and The Fall of Rome 

By about 400 AD the Roman Empire had been split into East and West. The western half continued its 
deterioration until it was overrun by barbarians in 476 AD. The Eastern half continued with its capital at 
Constantinople and eventually it became known as the Byzantine Empire. The Byzantine Empire eventually fell 
to the Ottomans in 1453. The Byzantines continued to be the dominant financial, military and economic power 
and the gold solidus replaced the gold aureus starting in the 4th century. The gold solidus became the 
dominant coinage for trade. That effectively lasted until the fall of the Byzantine Empire.  

Towards the end of the Byzantine Empire the gold solidus itself was replaced by what was known as the 
hyperpyron. The solidus became the victim of the Byzantines sliding into civil wars along with military disasters 
ŀƴŘ ǊƛǎƛƴƎ ƛƴŜǉǳŀƭƛǘȅ ŀƴŘ ōȅ ǘƘŜ млулΩǎ ƛǘǎ ƎƻƭŘ ŎƻƴǘŜƴǘ ƘŀŘ ōŜŜƴ ǊŜŘǳŎŜŘ ǘƻ ŀƭƳƻǎǘ ȊŜǊƻΦ ¢ƘŜ ŎƻƛƴŀƎŜ ǿŀǎ 
overhauled and the solidus was replaced by the hyperpyron which itself was a debased version of the former 
gold solidus. As the Byzantine empire declined its use as an international medium of exchange also declined. 
During the latter part of the Byzantine empire the Arab Dinar also became prevalent for use in international 
trade. The Arab Dinar dominated primarily between the 7th and 10th centuries.  
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Justinian 1, 527-565, Gold Solidus 

 

 
Manuel 1 Comnenus, 1143-1180 AV Hyperpyron  

 

 
 
 

Medieval Ages 
 
With the fall of the Byzantine empire towards the end of the middle ages and beginning of the age of 
ŜȄǇƭƻǊŀǘƛƻƴ ŀƴŘ ǘƘŜ ǊƛǎŜ ƻŦ ǘƘŜ ǿŜǎǘŜǊƴ 9ǳǊƻǇŜŀƴ ƴŀǘƛƻƴǎΩ ƎƻƭŘ Ŏƻƛƴǎ ǊŜƳŀƛƴŜŘ ŀǘ ǘƘŜ ƘŜŀǊǘ ƻŦ ƛƴǘŜǊƴŀǘƛƻƴŀƭ 
trade. One of the first to gain international acceptance was the gold florin of Florence along with the gold 
ducat of Venice. The florin dominated from roughly the 13th century to the 15th century. As we had previously 
seen with the Athenian, Roman and then Byzantine the ducat in particular was widely copied by others to use 
as their coinage.  
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Italy, Firenze, Repubblica, 1189-мронΣ !± CƛƻǊƛƴƻ ŘΩhǊƻ 

 

 
 
 

Michele Steno, Venice 1400-1413, Gold Ducat 
 

 
 

Renaissance and the Age of Exploration  
 

Early exploration by Portugal in the 15th century brought Portugal from being one of the poorest countries in 
western Europe to one of the richest. The Portugese dominated Western Africa where they traded for gold in 
what became known as the Gold Coast. The result was that the Portugese version of the ducat also known as 
the cruzado became dominant for about 80 years from 1450-1530. The financial center was in Lisbon. The 
Portugese Succession Crisis 1580-мруо ōǊƻǳƎƘǘ tƻǊǘǳƎŀƭΩǎ ŘƻƳƛƴŀƴŎŜ ǘƻ ŀƴ ŜƴŘΦ Lǘ ŀƭǎƻ ŎƻƛƴŎƛŘŜŘ ǿƛǘƘ ǘƘŜ ǊƛǎŜ 


