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November 17, 2009 

 
KEYS TO THE BEGINNING OF A RECOVERY: 

 
1. The Real Estate market must stabilize.  If not reversing, at least not continuing to fall. NEW 

HOUSING STARTS UP this past Spring and Summer because of seasonal factors but 
inventory still huge!  The Nationwide COMMERCIAL COLLAPSE IS JUST BEGINNING! 

 
2. Unemployment must stabilize.  If not reversing, at least not continuing to rise.   Last report 

was lower!  IT’S ACTUALLY WORSE as a “%,” Back to near 10%  -  BUT IT CONTINUES TO 
MOUNT @ OVER 250,000+ weekly. 

 
3. Corporate Earnings (profits) must stabilize.  If not reversing, at least not continuing to fall.   

SOME POSITIVE SIGNS but mainly in TECHNOLOGY. 
 
4. Banks must begin to make loans again (especially to small businesses and potential home 

owners…albeit under ancient premises of buyers being qualified and of all things, a down-
payment!  Lots of “hoopla” from the mega banks, but it appears that there’s no real 
progress.  They’re “hoarding” any cash they can get their hands on.  And now here comes 
the Regional problems compounded by PRIME loan and Alt-A resets! 

 
5. The DOLLAR has to decline. It’s started for REAL! 

 
6. Auto sales must stabilize at some NEW level.  Maybe started! 

 
7. The consumer must get “back in the game of consumin’” NO WAY! 

 
  ANALYSIS OF THE ABOVE:  No Real Hope YET! –11/17/2009 

 
WARNING! 

 

You May Not be Making as Much on Gold as You Think 
 

By Keith Fitz-Gerald 
Chief Investment Strategist 

Money Morning/The Money Map Report 
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Millions of investors who bought gold in the last 12 months are undoubtedly very 
happy at the moment – considering that the yellow metal has risen 60% since last 
November to a recent close of $1,138.60 an ounce on Monday. 
 
But chances are good that many won’t be smiling when they discover just what 
the taxman has planned for their gains. 
 
Unbeknownst to most investors, gold is considered a collectible not a capital 
asset. In plain English, this means that despite the fact that many people believe 
they are investing in gold, the Internal Revenue Service (IRS) believes that they 
are collecting it. 
 
This is no small distinction and hurts investors because it means that gold does 
not qualify for the 15% maximum tax bite that most of us employ as a matter of 
routine when we mentally calculate profits earned on investments held for more 
than a year. That 15% cut for Uncle Sam is the long-term capital gains tax rate 
that applies to most stock or mutual fund investments. 
 
Precious metals are a completely different story. Profits from these 
“investments” can be subject to a 28% maximum tax rate if held for more than 12 
months. And if they are sold in less than a year, the profits count as ordinary 
income. 
 
The long and the short of it “is that as a result of gold’s spectacular run-up, many 
investors may have a tax problem they haven’t counted on when they go to sell,” 
said Gary E. Ham Jr., of the Oregon-based accounting firm of Jones & Ham PC 
 
This may be especially true for investors who have piled into such asset-backed, 
exchange-traded funds (ETFs) as the SPDR Gold Trust (NYSE: GLD), the iShares 
Silver Trust (NYSE: SLV) and the iShares COMEX Gold Trust (NYSE: IAU), for 
example, because precious-metals ETFs are set up as something called a 
“grantor trust.” According to Barron’s, ETF investors are treated as owning 
undivided interests in the actual metal that’s owned by the fund. Therefore, when 
an investor sells shares in the ETF, the tax code treats that investor as having 
sold a share of the metal backing the fund. 
 
Adding insult to injury,  if the ETF sells some of its hard assets to pay expenses 
or management fees – as many have done recently, the resultant gains (or losses) 
flow directly through to investors and shareholders even if those investors don’t 
receive any distribution or cash whatsoever. 
 
And the net results can be mighty startling. For example, Doug Fabian, president 
of Fabian Wealth Strategies, a California-based investment advisor, noted several 
painful examples in an article on his firm’s Web site about the tax traps of 
commodity ETFs, including: 
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 •An investor who experienced a trading loss of $741 in the United States Oil 
Fund LP (NYSE: USO) – with no interest received – but a K-1 tax form reporting a 
taxable profit of $9,136 and interest of $210. 
 •Another who had actual trading profits in the United States Natural Gas 
Fund LP (NYSE: UNG) of $1,900, with no interest received, and a K-1 reporting 
taxable profits of $4,319 and $120 in interest. 
 •An investor who had an enviable trading profit of $4,335 in the 
PowerShares DB Agriculture (NYSE: DBA), without receiving any interest – 
activity that triggered a K-1 form that reported profits of $6,963 and interest of 
$207. 
 •Finally, an investor who notched trading profits of $337 and no interest in 
the PowerShares DB Commodity Index Tracking Fund (NYSE: DBC) triggered a K-
1 listing profits of $3,406 and interest of $195. 
 
 K-1’s, in case you are not familiar with them, are tax forms used by 
partnerships, corporations and ETFs to report a partner or a shareholder’s share 
of distributed profits and income. If you own one of the ETFs I’ve just mentioned, 
chances are you’ll be getting one just after the New Year to file with your taxes. 
 
Here’s how this works. 
 
Because the XYZ ETF does not pay income taxes itself, its profits are passed 
through to the actual owners – in this case, the shareholders, who must claim 
those profits as their own. If you own 50% of XYZ ETF, and XYZ files for a 
$100,000 profit in 2009, you’ll receive a K-1 for 50% of the net profits – or $50,000 
– which you then will have to claim on your personal 2009 income-tax return. 
 
By the way, conventional gold and metals stocks – gold producers are a good 
potential example of what we mean – are treated “normally,” so investors who 
have chosen to buy these more-traditional investment vehicles will escape these 
“unexpected” tax consequences. 
 
If there is a moral to the story, it’s that nothing is what it seems anymore – not 
even gold.   -END 

All of our past Newsletters are available on our Website at: 
www.fedderngroup.com 

We continue to receive more and more inquiries about our Down-side Risk Management disciplines along with our 

group of recommended money managers. We appreciate your “referrals.”  It’s the main way we continue to build 

our business.  

 Call us anytime:  502.442-0363 Direct    800/258-1502 Toll Free     502/442-0365 Fax     502/552-2049 Cell 

 
This document represents our views at the time of publication.  The document has been prepared as information for our clients, prospects, and 

friends and it is not a recommendation to buy or sell any particular security or to adopt any investment strategy. Our views are subject to change 

without notice to the recipients of this document. This material has been prepared using sources of information generally believed to be reliable.   

 

*No representation can be made as to its accuracy. The forecasts (if any) in this piece may not actually come to pass. 


