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US in 1920 to 1955* US 1990 to 2011*

Source: Bloomberg, Federal Reserve Bank of St. Louis. Source: Bloomberg.
*Industrial production (nominal) indexed (Jan '20 = 104.21) *Series indexed (Jan '90 = 100). Industrial production nominal.
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BERNANKE SAYS FED ‘ABSOLUTELY’
NOT PRINTING MONEY

Bloomberg, 7 January 2011

US monetary base, CPI and S&P 500

Source: Thomson Financial, own calculation.
*Series are indexed (Jan '60 = 100).
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“The system should also consider 
employing gold as an international 
reference point of market expectations 
about inflation, deflation and future 
currency values.”

Source: Zoellick, R., The G20 must look beyond 
Bretton Woods II, in: FT, 7 November 2010.
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“The desirable goal of reforming the 
international monetary system … is to 
create an international reserve currency 
that is disconnected from individual 
nations and is able to remain stable in 
the long run, thus removing the inherent 
deficiencies caused by using credit-
based national currencies.”

Source: Zhou Xiaochuan, Governor of The 
Peoples’ Bank of China, Reform the International 
Monetary System, 23 March 2009.
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“(…) a world monetary system has 
emerged that has no historical 
precedent: a system in which every 
major currency in the world is … on 
an irredeemable paper money standard 
(…). 

“The ultimate consequences of this 
development are shrouded in 
uncertainty.”

Friedman, M. (1992), Money Mischief: 
Episodes in Monetary History, Harcourt Brace 
Jovanovich, New York, 1992, pp. 249, 252 – 4. 

Milton Friedman
1912 – 2006 
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“The past instability of the market 
economy is the consequence of the 
exclusion of the most important regulator 
of the market mechanism, money, from 
itself being regulated by the market 
process.”

Hayek, F. A. v. (1976), Denationalisation of Money, 
The Institute of Economic Affairs, London, p. 102. 

Friedrich August von Hayek
1899 – 1992
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„The wavelike movement affecting the economic
system, the recurrence of periods of boom which are
followed by periods of depression, is the unavoidable
outcome of the attempts, repeated again and again, to 
lower the gross market rate of interest by means of 
credit expansion. There is no means of avoiding the
final collapse of a boom brought about by credit
expansion. The alternative is only whether the crisis
should come sooner as the result of a voluntary
abandonment of further credit expansion, or later as a 
final and total catastrophe of the currency system
involved.“

Ludwig von Mises (1996), Human Action, 4th edition, p. 572.
Ludwig von Mises 

1881 – 1973 
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Money is the universally accepted means of exchange.

→ The exchange function of money is the sole function of
money. The store of value function, the unit of account
function and the deferred payment function are
subfunctions of the means of exchange function of 
money.

Money must have emerged spontaneously from barter.

Why do people hold money?

→ Uncertainty and the purchasing power of money
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The purchasing power of money is the number
of goods that can be exchanged against a 
money unit.

In a monetary economy, the purchasing power 
of money is determined by the supply of and 
demand for money. 

Y

Demand for goods =
supply of money
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US total debt level in % of GDP and Federal Funds Rate (%)

Source : Thomson Financial, own calculations. Shaded areas represent recession 
periods according to NBER. Effective Federal Funds Rate up to 1971-Q1, 
thereafter target rate.
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US consumer prices (% y/y) and 10-year gov't bond yields (%), 1940 - 1952

Source: Federal Reserve Bank of St. Louis, R. Shiller, own calculations.

Shaded areas: Consumer price inflation higher than nominal yields.
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Gold ounces per USD and Special drawing rights (SDR)

Source: Bloomberg, own calculation.
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US$ per ounce of gold

Source: Bloomberg. 
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Official gold reserves, ounces mn

Source: IMF, Bloomberg. 
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US Dow Jones stock market index relative to US$ price of gold per oz

Source: Bloomberg, own calculation.

0

5

10

15

20

25

30

35

40

45

20 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95 00 05 10 15



TOWARDS A NEW MONETARY ORDER – and 
the role of gold

September 2011

Thorsten Polleit
Frankfurt School of Finance & Management
Sonnemannstraße 9-11
60314 Frankfurt am Main
Tel.: +49 (0) 69 154008-0
e-mail: thorstenpolleit@yahoo.de


