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EMA GARP Fund, LP. --- Report for the First Quarter ended March 31, 2022

KEY TAKEAWAYS

Historical Review of the World Monetary System (19442022)

0 1940196Q Bretton Wood$ 4 4 ; t amet hpefrkKiondg wbol | ar o6 tied to
0 19601971 Inflation and Deficits spur aun on GoldLondon Gold Pool / France and de Gaulle).

A August 1971: Gold rudrivesNixon to close the gold window
0 1972:1980: Gold compounds at 31% per annum for the entire decade

A July 1974:A Br et t o Ho i Whe Peafralollar deal with Saudi Arabided by Henry
Kissinger & William Simon

0 198020100 Vol cker AWhips I nflationd; Technpl ogy c
Rise of China post WTO aeptance in 2000aso deflationary

0 2010Present: Money Printing by global central banks

0 2022Future: Central Banks ateappedbetweeninflation and arover-levered System The
it ak ofmegry®20f Russi ads FX IReserves is a big de.

Federal Reserve Watch

o Fedf i nally admits that Inflation is NOT ftrans

o Fed At al lndnalimatelpbluiifgabout fighting inflatiori but they ardrappedas rate
increases / QT will break the economy and markets

o Fed will be forced to either (i) let inflation run hotkeep ovetevered system tact or (ii)taper
butwhen markets break, the Fed will return with QE and money printing

A Sound money will surge adl realizethat the Global Central Banks will print into perpetuity
A Got Gold, Silver and Bitcoin?

4 Key Catalystsfor Our Portfolio

o #1:Inflation andnegativerealyieldswill drive further Gold, Silver and Bitcoidemand
0 #2:Broademarkets will realizeéhe Fed istrapped
o #3:Alarm bells foral Central Bankgjiventhetakingo f R u s gesemvéss F X

A $12 Trillion of FX reservesutstandingMore of it will seek a sound money safe harbor
A Gold is typicallyCentral Bank§chosen safe harbor, and increasingly so over past 5 years
A Bretton Woods llis upon ug a multicurrency dedollarization in global trade

0 #4: Bitcoin - earlystagef a massivelygrowing soundmoneyecosystem
A Demand rapidly growing huge adogon; still earlyin that cycle

A Supplyi most scarce financial asset in the world. Immutable and decentralized.
Portfolio: How We are Positioned

o Diversification is key
0 Gold and Silver Miners (#80% of Portfolio); Bitcoin and related VC investments-28%6)




EMA

Equity Management Associates, LLC Page2

RESULTS SUMMARY

This is the EMA GARP Fund L.P. report for the first quarter of 2022 ended March 31. For the month of
January, the Fund decreased in value®y6%. In February, the Fund increased in value by +7.05%. In
March, the Fund increased in valbg +6.56%. For the quarter, the Fund increased in value®p9%.

Quarterly Return® Cumulative
a1 2022 6.58% 6.59%
Monthly Return® Cumulative
March 6.56% 6.6%
February 7.05% 0.3%
January -6.56% -6.6%
Since
Annual Return** nception
2021 -21.4% 145.3%
2020 121.8% 212.1%
2019 O7.9% 40.7%
2018 -31.8% -28.0%
2017 -7.8% 4.3%
2016 75.0% 13.2%
2015 -8.0% -35.3%
2014 -26.8% -20.7%
2013 -50.8% -4.0%
2012 -7.9% 03.3%
2011 -32.2% 110.0%
2010 47.1% 209.5%
2009 33.2% 110.4%
2008 -5.8% 58.0%
2007 40.55% 67.9%
2006 159.55% 159.55%

*. Met of fees, incentive allocation charged in December if 10% hurdle is reached.
** Net of fees and incentive allocations, audited.
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RESULTS COMPARISON
In the first quarter of 2022, the EMA GARP Fund increased in valuets0%.

The schedul e bel ow shows t hegereralrstdook marketendides, anchthen c e ¢
gold stock indices for the first quarter of 2022

First Quarter 2022 Results Comparison

a1l
EMA Garp Fund, LP £8.6%
CUIA -4.1%
5&P 500 Index -4 6%
NASDAC Composite -8.9%
XA/ Gold/ Silver stocks 20.1%
HUI Gold Stocks Index 20.9%
GDX Gold Majors ETF 19.7%
GDXJ Gold Juniors ETF 11 8%
GOEX Gold Explorers ETF 11.4%
SIL Silver Minars ETF -0.8%
Gold Bullion 5.9%
Silver Bullion B.4%
Crude Oil 33.3%
Goldman Sachs Commodity Index (GSCl) 32.4%
CCl Commodity Index 21.4%
US Government 10 Year Yield 2.34%
US Dallar Index 98.31
Bitcoin -1.2%

QUARTERLY OVERVIEW

In the first quarter of 2022, the Fund increased modestly while major equity markets declimetlén a
coaster of a quarter. The Dow, S&P 500 and NASDAQ were all down mid to high single digit percentages
at one point during Marchefore amodest latgjuarterrebound

The large gold and silvenining stocks began movingzarly innew rend changeshe major gold producers
typically outpacehe juniorminerstock indexseeGDX outperformed GDXin tade above) This occurs
because when majamstitutionalasset allocators enter teector,they buy the big liquid names first. The
majors have more liquidity bués$s upside because they are more fully valued and growing more slowly.
Once the new trend famly establishegthe juniors often make up for lost time very quickly and generally
outperform the majorgh due course It is notable that the largest market cap gold stock in the world,
Newmont Mining just made a new -iine high. With a market cap o063 Billion, it takes a lot bnew
capital to push this stock up. We think it is a strong indicator of what the entire sector is about to do.
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On a relative basjsve trailed our benchmatke GDXJ, which was up 11.8%he primary reasons for our
fund lagging are ar relative overwighting of silver miners andur 20% weighting in Bitcoin related
investments (which were flat during the quartefje have seen this befordlote, while silver bullion was
up +6.4% in Q1, the Silver Miners ETF (SIL) was dowWrB%. We believe Silvas deeply undervalued
and once the nextp legfully kicks in, it will outperform gold. Silver stockpiles are low, and silver is a
monetary metal as wedisan industrial input It will benefit fromESG seculademandailwinds assilver
will be a key metain solar and electrical vehicle unit growtmong other electronics needs

Also notable during the quartehe inflation trends continued to be red hot. Inflation in Marc8.5% is

ata 40 year high! The last time inflation was this high the USeH) bond yielded5%. The infation also
showed up in commodities which had their bgsarter in 30 years. Oil was up 33% in the quarter, an
annualized rate ofell over 100%. The bond market acted predictably with the US Treaswyehdyield
movingfrom 1.74% to 2.34% Since quarter endhis rate has pressed much higheow yielding 2.78%.

In summary, this quarter was the first quarter thatkets realizethat not only is inflatiomot transitory,

but in fact it is raging and is border line outamintrol. Even Fed officials have been forced to admit this.
Of course, the biggest news of the quarter was Russiasionof Ukraine on Februarg4™, startng a war
that they had been warning about for some timere on this later)

KING DOLLAR AND THE RISE OF GOLD
Reviewing the history and structure of the wonldnetarysystem is instructive given recent political

developments with the kinetic war launched by Russia in the Ukraine. It can help us as we try to determine
what happens nextmany of you know this but allow us to review).

Bretton Woods$: 1944 1960s Period

Toward the end of World War 11, in Juhp44, the leaders of the free world convened a monetary conference
in Bretton Woods, NH to establish the rules for a post wanatawy system. This is now referred to as
Bretton Woods |I.

At this conference, the US Dollar was made the international reserve currency for the world financial system
The dollar would be backed by gaad could be exchange for bulliah the price b$35 per ounce(US
citizens did not have that exchange privilege due
illegal for US citizens to own gold; this was repealed in 19A8)other foreigncurrencies would be pegged

to the dollar at fixed ex@nge rates

The exchangeability of dollars for gold was credible because the US had 650,00Q20cetric tonnes)

of gold on deposit. In the early post war period, this arrangement workedwalt)yand the dollar was

further supported because td& was the leading industrial natthapan and Ger manyds e
been devastated by the war.

L1t was clear that the Allies would win World War I by this time, it was just a matter of time.
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From 19461957, US economic growth waslid, and the US Federal government was generally fiscally
responsible and ran budget surpluses in 6 of those 11 \@eafisit years contained small deficits and only

t he Korean conflict spiked the annual deficit in
but the Fed kept interest rates in check through financial repression (yield curve caed)Sdominated

the world militarily. US economic growthwas robust asert u r n i staged farhis oughthouses and

cars. The US was a net expomgth a positive balance of tradéhere was high level oftrust in the dollar

and itsexchangeability for gold was a backstop.

1960s: Deficits Dr v.e  a i R uamd tlherJltinkate IFallure of the London Gold Pool

However, the pot started to boilinthe9 6 0 6 s wi t h the US entering the Vi
Johnsonbds AGreat Societyod soci al pndgngmwaéwehf he
and Batthe tare and led to significant US Fiscal deficits. The net result of these deficits, and the
monetization (money printing) employed to finance them, was that foreign creditors began to doubt the value

of the dollaras measured in gold terms. Thus, many of those creditors began to take the US up on its offer

to exchange dollars for gold.

As you can see in the chart below, the trend of foreigners exchanging dollars for US gold bullion began in
1959 when the US ranfescal budget deficit of $13 Billion (at the time considered very large). Those
deficits persisted and grew throughout the 1960606s

M Executive Order 6102 (Gold Confiscation) = US Official Gold Reserves
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SourceKoos JanserWorld Gold Council and BullionStar.com
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The leader in theepatriation effort was Francandits President Charles de Gayllgho wasadvised by

economist Jacques ReufReuffpointed out that the US Dollgas the worl@ reserve currengyenjoyed an
fexorbitant privileged wher e f oliviegistgndads.sAs Angegcant h e ms
economist Barry Eichengreen summarized: "It costs only a few cents for the Bureau of Engraving and
Printing to produce a $100 bill, but other countries had to pony up $100 of actual goods in order to obtain
one." This washe first instance of the world recognizingthah e US Dol | ar as the wor|l
allowed Americans to live better at the expense of the rest of the-wooitlit would not be the last.

As the chart above shows, the run on US goldiegan in 1959 acceleratdudloughoutt h e 1 Thé&WSO s
Deficits from the Vietnam war grew larger culminating in a US Fiscal deficit of $25 Billion in (e@@&
T deemed to be eery large deficit at that tine), a figure that had not been exceeded since WW 1.

In fact, the free market price of gold in Londeas trading above the official $35 reference price. Investors
realized that the US Fiscal position was untenabid foreigners who could legally buy gold were turning
their dollars in for gold well above $3%er ouncefor delivery in London. Countrieswere alsaaking
delivery of gad directlyfrom the US Treasuriyn exchange for the dollars that they lezained in trade.

This wasnow an aceleratingbankrun on gold To mitigate ths problem, inthe 196G a group of Central

Banks formed the London Gold Pool in an effort to keepfiib@marketgold price close to the Bretton

Woods reference price of $35. These Central Bankers manipulated the price of gold through strategic
selling, and threats of selling papergold. However, theun on goldsituationin the 1960s ratcheted up

1967 Overwlelmed by the demand for physical gdlig British were forced to devalue the Pound Sterling

by 14% and gold was trading at $50 per ounce. One by one and led by France, the Central Banks exited the
London Gold Pool following 1967 and it failed.

1970s: Nxon Closes Gold Window, given tRen on Gold

Failure oftt L ondon Ganipdatidhanlyg bubysd physical demand for gplksall recognized

that gold is the ultimate form afcarce and sodmmoney The US gold reserves were being drained at a

very rapid ratpthere was masive pressure on the dollaiOn August 15, 19%, President Nixon (who had

no interest in or ability to cont aiwndowkté¢hwartdhe s pen
fievil international speculatars

Consequently, ithout the promised gold exchangeability, the US Government had effectively defaulted on

its foreign creditors. We were bankrupt, and confidence in the dollar was fading fast. TheoihtipadJS
abandoning the international convertibility of the dollar into giitinot take long tstimulate theprice of

gold. The US Treasury Secretadohn Connallyvent tothe G10 meetings in Romia late 1971 after the
defautand br azenly said Athe dollar is our currency,
the other participants and the gold price responded accordseggraphbelow)
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19701980 Gold Prices
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Paper Gold Suppression

What is instructive about this histoof gold price suppressiois that theLondon Gold Pootried to
manipulate the gold price frodB&2 to 1968, somewhat successfully, but ultimately physical gold demand
overwhelmed thenanipulation scheme and it failed. Over the past 20 years, there is substantial evidence
that a similar manipulation scheme has been used by Central, Baml&ank of International Settleents

(BIS) and the Fedwhereby theyiselld paper golctontracts to keep gold prices down.

Gold is the only commodity market whdtere ardarge,unallocated paper derivatives which many in the
Gold community believe have been used to suppress and contain its price. The evidence for this is
overwhelming and buried in many platesSuffice it to say, many analysts believe thatré¢ are between

20x, 50x and perhaps up to 1,0@Eeperclaims on eacphysicalounce of gold in the world today. In effect,

2 The body of proof on this topic has been assembled by the stalwart monetary reporters, Bill Murphy and Chris
Powell (among others) who run the Gold Antitrust Action Cottemi(GATA). Seeww.gata.org All of the proof is
detailed there. One big clue is the publishing of a white paper by Lawrence Summedrelaerd Barsky in 1988

which laid out the roadmap faereating a credit driven economic boom by masking inflation through control of the
gold price.Robert RubinTreasury Secretary for President Clinton was a former gold trader at Aron & Co. before it

gl a | OlidzZAiNBR o6& D2fRYlYy {IOKao® LG Aa 0SSt ASOSR KS KSt LJ
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the Central Banks, Sovereign Governments and London Bullion Market Asso¢lzBbiA) have run a
fractional reserve gold markefhis scheme will only stay intact if everyone who holds a paper claim on
gold doesnot ask for actual physical delivery(i.e., another run on physil goldlike the late 18093.
Conversely, if all of the claims were presented and asked to provide physical ¢eugcatinkshort
squeezes iamestopn 2021 or more recently nickelhere would either be a Force Majeure (similar to

what happened recently in nickel) or thald pricewould rise to multiples of its current price to match
supply with demand.

We believe that the dd price has beeseverely suppresséy Western Governments in order to mask the
underlying inflation or dilution of value which has taken place in order to support fiat currencies, Keynesian
economics, Western government social policies, and creditiamfla Even with this suppressiahe price

of gold has performed quite well over the long sweep of time since 1971. Note the charshmisthe
decline in USDollars priced in golderms.

USD Priced in GoldTerms 19722022

$GOLD Gold - Continuous Contract (EOD) CME ® StockChartscom
Friday 25-Mar-2022
Open: 1830.10 Ask: PE: Options: A +6.87%
High: 2078.80 Ask Size: EPS: Annual Dividend: NI‘ Chg: +125.60
Low: 1780.60 Bid: Mkt Cap: Yield: Do l I ar Ve rs u s G o I d Last: 1954.20
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Now look at the same chawith inflation as the rediie and the M1 money supply as the green line.

USD Price in Gold (inverted) vs. Inflation vs. M1 Money Supply
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There are some interesting thirigghis chartabove First, you can see the effect of the raging inflation in
t he 1(edlidedabove) when gold went from $35 per ounce to $800 per guweeted white line)
Note that at $800 an oungeldin 198Q the US Money Supply (M1) was nearly 55% backed by our gold
reserves. If the price of gold had been $1,459 in 1980, every dolldd Wwave had 100% gold backing. So
even though we were not legally on a gold standard the market had effectively takereuban halfway
there by 1989

It is also interesting to see M1 money supply (green line above) and how muchkytaketedsincethe
2008GFCcrisisand bank bilouts |t i s interesting to consider the
how much the gold price has been artificially suppressed as sureeaf monetary inflation. Today, in

order to obtain the bare minimum (30% coverage) necessary to have the US Treasury reserves of gold
backing the dollar, the price of gold would need to be $23,000 per ,camddo geto the 1980 peak of

55% coverage of M1, the priceowuld be #2,000per ouncevs. gold today at only $1 per ounce.

Indeed, there has been quite a bit of monetary inflation in terms df gold

3 Most monetary theorists, by studying history, have concluded that for a gold standard to be successful the
amount of currency outstanding must be backed by holdings of gold equal in value to between 30% and 100% of
the monetary medium outstanding.
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As concerns our portfolio upside, we tkiités just a matter of time until we get thatd-late 1970s5x+

gold price accelerationThe reason this has not shown up in the gold price is due to the suppression scheme
which until recently was perfected by the Western Central bankghenold Cartel. Some Bitcoin

ent husiasts | ike to say Bitcoin i $oldgbagdaugh attittoss st e a l
because there is not much premiumgoldto steal. On averaggold costs about $1,200 per ounce to mine

and the das price of $1970 barely compensates for the capital costs to build mines and replace reserves.

If gold were to trade at much highgnices,then perhaps there would be a monetary premium to steal.

1980Present Gold Market

In the chart below, youcasmee t he effect that Paul Vol ck®y 6s pol
pushing interest rates up to 20k& managed to cool inflation and ultimately stop it. This brought the gold
price back to the $260 to $400 range where it lived for quite somene . The 19806s and 1

by a period of disnflation and ultimately deflation given technological innovations and productivity gains
from Microsoft, Intel and the like in the 1980s and then the Internet in the 1880sthe impactof@ i na 6 s
entry into the world economy and the construction of its low labor cost manufacturing base helped create
deflationary forces that masked the underlying monetary inflation that was taking place as we printed money.

Gold Pricesvs. M1 Money Supply1970- 2022
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In 1998, we saw the failure of Russia and LTCM.
Put o) that helped to fuel t he Dotcom bubbl e which
price at approximately $260 per ounce in late 200@hen the Dotcom bubble burst the Fed reacted
aggressively by lowering interest rates 186 and by adding enormous monetary accommodation.
Furthermorein November200F ed Chai r man Ben Ber nanGoernudenttasayr er e d
tehnol ogy. Bsepreneacntkkbce s money quote was:

AwWhat has this got to do with monetary policy?
that they are strictly limited in supply. But the US government has a technology, called a printing

press (orfoday, its electronic equivalent), that allows it to produce as many US dollars as it wishes

at essentially no cost. By increasing the number of U.S. dollars in circulation, or even by credibly
threatening to do so, the US government can also reducealtie of a dollar in terms of goods

and services, which is equivalent to raising the prices in dollars of those goods and services. We
conclude that, under a papaoney system, a determined government can always generate higher
spending and hence positiven f | at i on. 0

In essence, Bernanke said that US. monetary policxchadgedand corrective deflationary downturns

were no longer allowed. When you add this to the very low (1.0@%%) Fed Funds rate that he instituted

after the Dotcom bubble burste hdped to blow the US housing bubbléNe can see why gold rallied
steadily from $260 per ounce in 2000 to $1,900 in 2011. Post 2011, the Fed implemented Operation Twist
which masked the inflatigmandthe Fedwvasable to orchestrate a major correction inghiee of gold from

$1,900 to $1,050 in December of 20IBhe discovery of shale oil and fracking also helpedttyréathis

effort since the oil price is such a good indicator of inflation.

BRETTON WOODS Il : THE PETRODOLLAR AND RESERVE CURRENCY STATUS

Against this backdragpt is helpful to understand tHeenefitsand mp|l i cati ons of being t
c ur r e 8oonafterNixon abandoned the gold standard in 1971, the US took carefully measured steps to
secure the dollar as the global reserve currency.

Recognizing that oi l was (and remai ns)inthehearly wor | d
1970606 s, HgerywKEnsst o Saudi Arabi a, the worl.ddés | a
The USwould provide the Saudis with military support if the Saudis would sell their oil in US dalidys

William Simon, the bond salesman from Salomon Brotlmsame Treasury Secretanyd helpedonvince

the Saudis to park their dollars in the US Treasury market.

The post 1971 monetary environmemth e r e t he dol | ar i s s,hdldnderbacked wo r |
by goldbut rather is backed by tlé& OBAL need for dollars to purchase,éd now called the PetroDollar
standard, or some refer to it as Bretton Wood$Hls system has benefited the US greatly by credijng

an artificial demand for US dollartjusensuringa strong dollar; and (ii) when commaodity/goods sellers
received dol |l ar r ev edollareash asdseth lragk info fherchgeof US dréasuryh o s e
bonds. Thus, this PetroDollar system financed our deficits and led to a highgrstiandard (albeit on

credit) for Americans It enabled us to consume more than we produce in the way that many drug addicts
are enabled.
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PROBLEMS WITH THE BRETTON WOODS/PETRODOLLAR SYSTEM: iT RI FFI N6 S BI L EMMA

As early as the ¥, somepeoplesaw problems with the pe®/WII Bretton Woods systemRobert Triffin

was an Economistho taughtat Harvard an&ale. In 1959, Triffin testifid before Congress and warned

that the Bretton Woods monetary system was seriously flawed. He warned that by udivitattzes the
international reserve currency, it required the US monetary system to run deficits in order to supply the world
with finandal liquidity. He predicted that the system would not be able to maintain lig@liBconfidence

in the dollar at the same time. He was ignored.

However, in 1971, his theory proved to be true when Nixon was forced to abandon the gold standard given
foreign nations' concern about US budget deficits (from the Vietnam War and large safety net expenditures).
In fact, the theory is still true today even though we are no longer on the gold steBidaed 971, ve have
observedhat when the dollarsitoo strong (not enough dollars being printed) things break financially in
other parts of the world. This imbalance between US domestic needs and world financial system needs is
a problem that can only be solved by going to a neutral reserve curdemgpold. Althoughit does not

have to be gold).

Ironically, John Maynard Keyneat the Bretton Woods conference in 194a previouslyecognized this

problem. He suggested that the solution was to adopt a neutral reserve currency among large bations
called the Bancor. Mvould have includec basket of commaodities and currencies and therefore it would
fluctuate as needed in national currency terms to keep trade and commerce in balance. Sadly, this idea was
not adopted in favor of the system that we rhawve.

The current fiat system has led to huge dollar imbalances and has enabled the US to live beyond its means
at the expense of the rest of the world given our
into the Ukraine has strategic kaiale for Russiancluding access tgortsand commoditieswe believe

that this monetary issue is also a reason for Rus

Indeed, as early as 2009, China and Russian Central Bankers complained amkafitiqued the
PetroDollar systenand the issues dJS deficits and dollar debasenfgi ven t he Fedbés act
2008 GFC crisis (i.e., Bartkailouty. Here is a 2009 comment from a Chinese Central Banker:

ARnThe desirable goal of reforming the internatd.i
internationalreserve currency that is disconnected from individual nations and is able to remain

stable in the long run, thus removing the inherent deficiencies caused by usingasedinational

currencieé . A supersovereign reserve currency not only eliminatesihherent risks of credit

based sovereign currency, but also makes it possible to manage global liquidity.-8sigvergn

reserve currency managed by a global institution could be used to both create and control the global
liquidity. And whenacouny 6 s currency i s no |l onger used as tF
the benchmark for other currencies, the exchange rate policy of the country would be far more
effective in adjusting economic imbalanaes.

--Reform the International Matary Systenzhou Xiaochuan, PBOC 3/23/09

4 https://www.bis.org/review/r090402c.pdf
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In our opinion, the dollar will need to be replaced by a neutral reserve currency when the upcoming currency
resettakesplac€r edi t Sui ssed Zoltan Pozsar haseaalisthet en e
new Bretton Woods Il system that in effect Putin has just created.

BRETTON WOODS Il : WHY THE PETRODOLLAR JUST DIED IN 2022

The current events of Q1 2022 amormously important artthveyetto befully absorbed by many market
participantsin our opinion The Western sanctions and seizure of RugSkareservesare nothing short

of a monetary earthquake. The last comparable event was Nixon's abandonment of the gold standard in
1971. Russia, with the backing and support of Chirsa told the world that it is no longer going to sell its

oil, gas and wheat faesternficredid currenciesuch as the US dollar or Eundnich are programmed to

debase Putin and his advisors have said ttegty will only sell their commodities fdRublesor Gold (not

Dollars and Euws). In effect, Putin just created the PetroRuble.

Although it is interesting because Russia has said that they will let non hostileeslikériChina and India
use their local currencies, the Yuan and the Rupee to make purchases.

Zoltan Pozsar in egnceseeghe new Bretton Woods 1l systestructure to be

1 The goal of Russia and China is to-dialarize". Sell their commoditiesgoods inRubles Yuan
(rather than dollars).
o With their Yuan or Ru bl e i modomge in URTseasurtehy ey wi |
but rather intasound money assetsich agyold (or Bitcoin).
1 Possibly, Russia could evergits commodity sale® gold by sayingwe 6 1 | sel | x barr
for y ounces of gold . Russia san be confident that they are holdirsgarce asségold)
rather than a debased fiat currency.

Indeed just three weeks ago, a Russian minister discussegubiily:

ifGas is just the beginning; this wild.l al so af f e
eitherinhar&c ur r ency, for us thatodés gold, or in curre
national currency. The set of currencies may va

we will trade in bitcoin®
i Pavel Z&vany, Head of the Russian Engg Committeé Mar ch 25, 2022

Western countries complained abthis, but Putin made it clear he would stop gas shipments if Europe did
not comply. Western Europe gets over 50% of its natural gas supplies from Russia and so, not surprisingly,
after complaning, they complied and began purchasing Rubles.

5 Russia has approximatel$43B in FX reserves at banks around the world. Approximately $150B is in physical
gold which increasingly wasurchasd over the pash years. However, $300B of th643B was taken from Russia
in the Sanctions.




EMA

Equity Management Associates, LLC Pagel4

Now it is easy to sathatwhat Russia is doing is unfalsut consider that their actions are only in response

to theactions by the US and Western Eurépsanction Russia, cut it off from the Swift Pagmh System,

and seizenearly half oftheir foreign currency reserves o648 billion that they earned through trade.

Frankly, when we saw the US seize their foreign curreesgrveswe were shockedA kinetic war started

by Russia quickly evolved into atl-out financial war with the seizure of assets and possession becoming
9/10ths of the law. Russia turn seized westerfet aircraft worth billions of dollars and the West began

seizing RussianQliar chés property and yr&euptars overthrommPupne ;v t ha't
factat high | evels in New York and WashednWedaaemotel i t e
SO sure. T he e fBEXeeservesavill hasedr irangingcansefuensein oar disw.

Global Central Banksvith over $12 Trillion ofFX reserves, are likely also alarmed by tfiizking of

Russian reserveBy seizing (stealingMearlyl/2o0 f R uBXResardes, the West in effect just said to

the world,fif you have foreign exchange reserves, held in our system, they are no longer safe if we disagree
with your politic® Will India, China, Saudi Arabia, Bradilave the same level of trust that thed bafore

this actionWhat occurred heris similar to whathe Trudeauadministrationand Canadaid when they

moved to seize the bank accoufwithout due process of lawf Canadians who had demonstrated support

for the2021truckersstrike.

These political moves are blatant advertisements for what we reatistatecontrolled money without
counterparty risk". vis: gold and bitcoin. If governments can weaponize their money when they do not
like what you are doing, what is the natural deésh

Wherever these trenasay go, there is one thingf whichwe are fairly certain Financial people around

the world are aware of these moves. And while many of us in the sound money community have been
aware of these issues for years, we are fopdhat they are becoming much more mainstream as the
following Wall Street Journal quote demonstrates:

MARKETS | HEARD ON THE STREET
If Russian Currency Reserves Aren’t Really Money, the World Is in for a
Shock

Sanctions have shown that currency reserves accumulated by central banks can be taken away. With China taking note, this may reshape
geopolitics, economic management and even the international role of the U.S. dollar.

WSJ March 3, 2022vww.wsj.com/articles/Hcurrencyreservesarentreally-moneythe-world-is-in-for-a-shock11646311306

Putin is now cast in the role of Charles de Gaulle who complained about tnkitanxt privilege" of the US

with its dollar hegemony. As discussed earlier, de Gaulle demanded gold in exchange for France's US dollar
FX surplusesand this outflow forced Nixon to close the gold windovin reaction, the 1970s sagold
movefrom $35per ounce to $800 per ounce (23x). Putin could see that the US fiscal and monetary situation
was becomingintenableand he decided to use this to create an existential threat to the US and the world
financial system. He undoubtedly knulsat the Weshas artificially suppressed the price of gold and that

is why he has been building his gold reserves steadily for the past 20 years.

6 We know thisto betrue because he sent one of his adegigondrey Y. Bykovto the2005GATA Conferencen
Dawson City, Yulon. Bykov is close to Putin aret has written several articles about paper gold and the gold price
suppression schemk s interesting to note that Rsia became an aggressive buyer of gold in the following years.



https://www.wsj.com/articles/if-currency-reserves-arent-really-money-the-world-is-in-for-a-shock-11646311306
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Russia's move will lead to a similar move in favor of gold given the $12 Trillion of USBdserves held
by global centl banks (see the chart below). If even only 10% of those surplus reserves seek gold, it would
create an enormous demand wave for physical gold

Total Global Paper FX Reserves, 1948-present

(Proxy for Global USD/UST "Imports")
Sources: IMF, Plata.mx, FFTT

414,000,000
512,000,000
Global FX reserves rose from <52T in 2000 to
410,000,000 $12T by 2014, before peaking.
58,000,000 Roughly 65-70% of these FX reserves are USD-
denominated, meaning global Central Banks
56,000,000 essentially bought $7-8T of UST issuance from
$4,000,000 2000-2014 (5127 x 65-70%)
52,000,000
50
= M W th oWy 03 P mon o L - o = |
IERLEBERREGE83948E8EEE88

Source: Luke Gromen, FFTT report

We strongly believe that Putin just shot "King Dollar" in the hd&die were to put his actions into a phrase

that echoedohnConnallyp 4971qu ot e of HAour dol Puwtrisn jywutr Ppaiod | @on
your pr o topaaphradthe movieJerry McGuirei s h o w me toHPetinkmdwy thait thea |

paper monetary system ieedit basegonzi scheme designed to enrich those who control the monetary
systemandin effecthe is sayingil am not going to play that garaeymore y o u n e eothmdglities si a 6 s
and the only way to obtain them is to pay in a currency which has enduring.value
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We canalreadyseethe effects of his movén the financial markets as theige of seeminglyevery
commodity is going up relentlessly in dollar terms. Russia is long commodities, long gold and doesn't need
fiat currency.(they run a positive trade balance exporting more than they impout)s s delat t <GDP

ratio is low at onlyl7% and taxes are low. If the world financial markets collapsea relative basis, the
position of Russia will be improved significantly.

If investors do not recognizeh e magni tude of t hheyswil begcaughewrandpaied gi ng e
as we believe many are toddhe implications for investors are quite cteawone of us own enough gold,

real assets, Bitcoin or commodities. Fiat currencies have a real possibility of failing spectacularly, and
perhaps a lot sooner thanyone animagineHol di ng money f@Aoutsi de willhe sys
begin tolook a lot more appealing to foreigners and central banks who have currency reserves held in the

US. They will note that it is a lot harder to seizeelcustodiedpearerasset like gold or bitcoin than it is

to seize or freeze a bank account.

Nobody ever said that investing and protecting capital during a once in a century global sovereign currency
crisis was going to be easy. One thing we can be certain of is thatsaflivgovernments have shown that

they will do what they have to do to preserve themselves. Even if it contradicts the laws and common
practices of their history. For example, in the
(driven by the costaind reparationsf WWI and the Treaty of Versaillgswe saw countries undergoing
hyperinflation (France, Germany and Russia) or they took the oppositevipiathled to a depression (US

and Britain). In the U3n order to deal with the massive deflation that was created by the bt

1929 stock bubblén May 1933Pr esi dent Roosevelt confiscated US c¢
lower within 9 months. When we saw the events of the last momih were immediately reminded of
Rooseveltds Executive Order 6102 which seized gol

FEDERAL RESERVE WATCH

Events in this quarter really raised the ante for the Federal Reserve. They are undepr@$suctand
they are horribly trappedith no easy or good policy choicdlainstream commentators like MohesrEl-
Erian have statedhis and the issue is becoming more widely understood. Heek, the Fed admits this.

P *Walter Bloomberg @Deltaone - Apr 7
' BULLARD: "CONFLUENCE" OF HIGH INFLATION, LOW FED POLICY RATE

HAS PUT CENTRAL BANK IN A "TOUGH POSITION"

Why are they in so much trouble?

First,in order to maintain credibilitfthe Fed governors have had to all come out and admit that they were
completely wrong abouheiriit r a n s i t ostatementand tha inflatmmi® much too highnflation

is raging and this is using the official CPl which does not accurately cagtuhe price increases. For
example, housing prices are up 20% YOY and rents are%pYJY, and yet the CPI housing component

is up 4.3% YOY so they claim Similar misstatements are being made in other categories. Americans are
seeing gasoline prices of $5.00, $6.00 and even $7.00 per gallon (California). The official CPI inf$tion |
printed8.5% in March. The alternative measure of inflatias tracked by Shadow Government Statistics (a
service which keeps the records as they were kept in 1i88€)cking at inflation of 17% YOY.
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Theseinflation figures are stunningand not surprisinggiven that the monetary aggregate (M2) has
expandedby a stunningdl% in the last two years. The notion of inflation runningB@®o with US
Government 1&ear Treasury yields ahly 2.75% creates deeply negative real interest rates. The last time
inflation was this higlin 1982 the US 10yearyielded15%.

While the Fed habegun to admit that inflations present, they assure us thattheyefit ool s0 t o dea
it. They began with a 0.25% hike in the Federal funds rate at their last meeting onl&|d&0R2. They
alsosignaled that they intend to raise rates between Ddimles at the upcoming meetings which would

take the Fed funds rate tver2.50%. Theyalsoi nt end t o begin shrinking the
billion per month by letting maturing bonds run @fé., Quantitative tightening QT). Thelast time they
attemptedQT in 20182019 it led to the infamous Powell pivot when the stock mafk# 20% rapidly
whereuporPowell resumed QE and reversed interest rate increases. Tightening is going to be challenging

if notimpossiblewi t h  tmact Ergedlabt load

The following chart shows what has happened to All Sector Debt when conp&edP:

Total US Debt vs.US GDP 19602021

FRED ) — Gross Domestic Product

= All Sectors; Debt Securities and Loans; Liability, Level
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Source:St. Louis Federal Reserzonomic Research (FREDttps://fred.stlouisfed.org/series/GD®P#
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THE FED CAN NEVER STOP PRINTING AND HIGHER INFLATION IS INEVITABLE

In our view, this is the fundamental mathematical problem confronting the Fed. GDP produces income to
pay interest and service the debt. As you can see in the chart dbbives growing much more rapidly

than the underlying GDP. Theeno way this does not end badly. Either we inflate away the debt or the
debt defaults. There are no good choices.

Our beliefisthat he F e d 6 s ishaaluffk Theyhhope that this messaging wédktroy demand and
cool off the stock market, theconomy and inflation.To wit: former NY Fed President William Dudley
recently made the following statement to Bloomberg News:

Ail't is hard to know how much the US Feder al Re
But one thing is certairno be effective, it will have to inflict more losses on stock and bond investors
than it has so far. | f stoocks donodot fall, t he

Now, Dudley is no longer on the Fed Board thgse kinds of statemerdse often planted to sighehat

the Fed is thinking.We deducethat the Fed is worried that the stock market continues to melt up despite
their threats to tighten. Perhaps tliegr a crackup boomtoo. For the momenthie Fed has decided that
fighting inflation is more important than the stock markeowever, hawkish proposatypically leadto
something breaking in the monetary system and we believe this time will be no diffeo&stGromen,
whowe consider to bamongthe best Macro Economic Analgsh the world todayshares our view:

Luke Gromen @LukeGromen - Apr 5
Fascinating to watch the Fed (& many market participants) engage in the
collective delusion that they can run the “Volcker 1979 playbook” with US
debt, deficits, & Balance of Pmts akin to 1920 Europe.

When this collective delusion shatters, it will be spectacular. #Gold
#BTC

0 *Walter Bloomberg @Deltaone - Apr 5

BRAINARD: FED IS PREPARED TO TAKE STRONGER ACTION IF
INFLATION AND INFLATION EXPECTATION INDICATORS SUGGEST
NEED FOR SUCH ACTION

Lukebd seferenceto thefiVolcker playbook reflectsthe ation taken by Paul Volcker, Fed Chairman (1979

1987) who raised the Fed funds rate to 20%ba me t he runaway i nfl ation of t
but at the cost of a severe economic downturn (I knowsany h kusiriess almost failed) and Volrkwas

operating in an environment where the United States was carrying far less debt at all levels of society.
Federal Debt to GDP was 30% then versus 125% today. Businesses were lesstineietotied

In our opinion if the Fed runs the Volcker playbodtte capital markets breaind we have a Depression
that rivals the 1930606s. Hi gher interest rates wo

We thinkthe more likely outcome ighat the Fed istalking tougld in the hopes that the market will do its

work for them with a soft steady correction in most assétsour opinionthe Fed will start an aggressive
tightening cycle in the hopes that they can destroy demand, slow the economy and tame inflation. The
problem with this approach is thah the pasttighter financial conditions and higher interest rates have
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provento be poblematic for the bond market. Recall the Repo bliey out in September of 201 %r
before that th®ecember2018t aper t ant r theplungmdstockimarkaadled te tie Powell
pivot. Thereality is, the Fedheedshigh inflation to reduce the real impact of the debt burden.

There is a very intelligent gentlemaamed Joseph Waran Twitter who used to be Trader for théNew
York Fed on their open markets desk. He has written a (©efral Banking 10} on the Fed and he has
good visibility onhow theFed thinks anacsk.

We queried him on Twitter last week concerning what he thought was likely to happen when the Fed begins
to implement its QT plans. Here is tlvechange:

n Joseph Wang @FedGuy12 - 7h

=1 Fed's QT plan was as hinted - around $1t a year. Most notable points 1) Bills
roll-off to fill space between coupon maturities and cap - nbd only 330b
bills and 2) MBS caps much higher than expected principal payments, likely
to preserve space for potential outright sales

Do you realistically think they have a prayer of pulling this off before

@ Lawrence Lepard, "fix the money, fix the w... @Lawrencelep ’h
something breaks?

(R

Joseph Wang

1 DFedGuy12

Replying to

Treasury market will probably break and force
emergency QE and then YCC. But till then.

7:05 AM - Apr 7, 2022 - Twitter for Android

He shares our view that if they tighten as they have proptteedireasury market will ultimately break and
they will be forced to resume QE (money printing) and probably will also have to implement Yield Curve
Control (YCC). YCC is just the Fed buying Treasury bortdskeep interest rates low. They buy those
bonds with newly printed currency that shows up on their balsineet,so in reality, YCC is just more
money printing. If the Fed pivots in thisvay, it will be another knge blow to their credibility and market
participants will more broadly see what we believe to be the cagde FED CAN NEVER STOP
PRINTING AND HIGHER INFLATION IS INEVITABLE.

When a majorityof market participants come to this conclusidrwill be all over. We have read many
books on hyperinflations and have studied history. We are instructed by this history and by Austrian
Economic theory which describbow thishappens. Famous Austrianonomist Ludwig Von Mises said

that hyperinflation in the first phase begins as high and rapidly increasing inflation (check). Then in Von
Mi ses ds s etbeopopllatignhrealizes that the money is losing purchasing power, and they
increasingly dumpt for goods as rapidly as possible. This is the flight out of money and into goods, the
katastrophenhausser crackup boom. Once the currency enters this plthsecurrency is doomed.

We are at the border between high inflation and phase 2. téktisboks which cover hyperinflation discuss
how at the endinflation really is a psychological phenomena. When people realize that the printing of
money is not a onrme thing, or aemporarypolicy, butratherthat printing curency is inevitable and will
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in fact accelerate over timien out of instincts of seffreservationthey rush to buy goods which will hold
valuei Greshants Law’ What triggers hyperinflation is the percentage of the participants in the economy
who hold the view thahe printing is inevitable and out of control. On the next Fed pivotepeople vill
understand thisevitability. Possibly this could be the last Fed pivot before currency failure.

And | etds not forget t he uiykm.rTheUSrHegderal &averrenend fas a | |
been running huge budget deficits which it has funded by issuing new debtastfiusbnththe Congress
approved another1$s trillion omnibusspending bill in the middle of the night fund the government
through ®ptember 2022 It seems certain that US Federal Government budget deficits will continue to
range between $2 and $3 Trillion per yaadwill grow even larger if we have an economic downturn which
causes tarevenue to decreasad transfer payments to increase as they did in 2008. We are running huge
deficits in an ostensibly healthy economy. Imagine what happens with aest®pmicdownturn. The

Fed is in a very tough spot and more printing is inevitable.

With the trend of lesireignpurchases of our deldnd the recent seizure of foreign exchange reserves by
the US Treasurythe US is not in a strong positida sell additional bonds. History shows that hen
governments run continual deficftsmdedby printing moneytheir currencies failJp to now, he US Dollar
asthe reserve currency of the wohds sustained.itHoweverother countries are taking actions that make
that status much weakern Extremis we believe that a reserve currency can and will fail, it may just take
more time. It will not necessarily fail against other currendiasit will fail against other Store of Value
currencies: to wit: gold and Bitcoin.

Friend and exallent macro analyst Tavi Costa addressed this issue in the following Tweet:

”In economics, Gresham's law is a monetary principle stating thattiatky drives out good".




