
You may have heard on the news that gold has gone up sharply, as inflation fears have been 
inflamed by the high national debt and governments printing money. Gold tends to go up in value 
as inflation fears go up, because gold is an international currency compared to a national 
currency like dollars, yen, etc. If the value of the dollar decreases, gold becomes attractive. 
  
At Magnolia, we invest in gold for clients through mutual funds and also in physical gold, if 
requested.  Physical gold is more difficult to use because it involves shipping and storage. Mutual 
fund gold is easier because the fund company holds the gold. You profit when it goes up in value 
and is sold. 
  
We started moving clients into gold in the $500- $700 per ounce range, and it is now near an all-
time high of $1059, and may go higher. We are often asked if it is overpriced right now, which is 
difficult to calculate, because gold is an asset, not a company. We can value a company based 
on earnings, growth, debt, etc. Gold does not have those. It just has a price, which is currently at 
historical highs. 
  
Gold had gone up to $800 an ounce in the 1970s due to high inflation fears and then came back 
down to $200 an ounce as inflation was brought under control in the 1980s and stayed at $200 
for 20 years.   
  
So if inflation does go up, gold may keep going up some. Currently though, inflation is not a 
problem. In fact, deflation is the problem. Consumer prices overall went down last year, causing 
the government to try to stimulate the economy by lowering interest rates and encouraging 
spending. But if they have over-stimulated the economy or are not able to pull back the stimulus 
quickly enough, then inflation will result. 
  
So gold should be a part of a portfolio. We also have other investments that we will use to combat 
inflation in addition to gold. It will be very important to be flexible with your investments in 
order to respond to the coming economic challenges. 
  
If you are interested in finding out more about our investment philosophy, please visit us at our 
web site at http://www.magnoliafinancialplanning.com/. 
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