Pennies in a fuse box

I've heard about people putting pennies in their fuse box, but I don't know where the penny
would go. Why do people do this? Is this used as a temporary fix to a blown fuse if they don't
have any more spare fuses around? I have breakers, so don't worry -- I wasn't going to try this
at home. I'm just curious. I have seen this in my service runs a few times and what they do is to
take a penny where the fuse is and place a penny behind that. What this does is to make it look
like there is a fuse in it, nut behind the fuse where the bus bar actually meets the fuse the penny
then acts like a fuse being a conductor, and it will not blow. The wires will burn and no fuse
protection. The reason people did this is because they did blow fuses and many of the older
homes with 60 amp services had no more then 4 fuse holders and they would just place a penny
there so they did not have to change fuses all the time. Instead of adding a sub panel or a new
amp panel they did this. It was not a smart move and many homes did catch fire and they still
have many homes in this country today with 60 amp service panels. They got tired of replacing
fuses and did this very unsafe act. Bad enough they put 30amp fuses on 20 amp and 15amp
circuits. They just didn't know any better or didn't care. They changed the way the fuses sat in
the panels and then made the S type fuse, but breakers quickly took over by the time this
happened. Answer Save. Pat Lv 6. Favourite answer. Don't even think about it!. Why not just
bring it up to date with a breaker box?. What do you think of the answers? You can sign in to
give your opinion on the answer. Still have questions? Get answers by asking now. A friend just
lost his father in a house fire. The fire department is blaming the fire on pennies being placed in
the fuse box. I didn't want to ask questions and upset him, but what's that all about? Is this
done often by people? When I purchased my home I had an electrician come in and consolidate
three fuse boxes into one breaker box when I learned how much it would cost me to insure the
house if I didn't replace the fuse boxes. If these pennies led to a fire, I'm assuming pennies are
being placed in the holes where the fuses screw in and THEN MAYBE a fuse is screwed in as far
as it will go considering a penny is in the hole. Does the penny cause the fuse to put out more
wattage and the homes electrical wiring can't handle the additional wattage? Why doesn't the
fuse blow out as the extra wattage passes threw it, therefore killing the the power before it
reaches the wiring? My "guess" could be totally wrong. Please explain as I'm trying to
comprehend why this happened. It sounds like if you properly use a fuse as it was intended,
there should be no problems. By placing a penny in the fuse hole, you are basically playing
Russian roulette and it only a matter of time until the wheel gun hole reaches the firing pin. So
why did my insurance company give me two quotes. One to insure the house if I continued to
use the fuse boxes and another much cheaper quote if I replaced the fuse boxes with a breaker
box. Is a breaker box less likely to cause a fire, or is this just the way insurance companies want
it done? To Charles' reply. Sure it's not technically saving energy, but it could save homes. One
last thing, if I placed a penny in the fuse hole, the house caught fire and officials ruled the
"penny" started the fire, would the home insurance company pay for the loss? Basically, a fuse
is just an intended weak point in a wiring system. If there is too much current flowing through it
will break and cause an open circuit so as electricity will cease to flow. A penny will not break
under high currents at least not the currents you have in a house. Therefore, it eliminates the
safety feature. When high currents are introduced, the wiring will heat up, and, in some cases,
get hot enough to start a fire. There are two main reasons why people use items other than
fuses. One, if the fuse keeps breaking, they might get tired of losing power and put something
in that won't break. This is very dangerous because there is something wrong somewhere that
is causing the fuses to blow constantly. Second, and much more common, is people just don't
have any fuses handy. They put something in there for the time being, and just never get around
to getting the proper fuses. Houses built today have breakers instead of fuses. One of the
reasons being it takes away the need to have to replace fuses. This eliminates people jamming
in any old metal object instead of a fuse, being the breaker just has to be reset. If you have to
reset the same breaker or fuse more than once in a short amount of time like twice in one day,
or even twice a week it should be looked at by a Professional. To answer your questions
specifically. The fuse doesn't blow because it has been replaced by the penny, so there is no
fuse to blow. By placing a penny in the fuse socket you are allowing the power to bypass the
rating of the fuse. The fuse is rated by the amperage it can handle, exceding that power rating is
asking for trouble. Circut breakers and code wiring is the only way to go in todays electrical
demands.. TV ,Microwave oven,computer,Toaster, all need a circut that is not overloaded. Oh,
and by the way, the refrigerator should be on a dedicated circut Well a fuse is a small piece of
metal designed to melt when too much juice passes through it. This breaks the connection and
voila no more juice passing through once it reaches high enough to burn that piece of metal.
This is the laymans terms version of it obviously some science dweeb can talk to you about
voltages etc. If you stick a penny in there instead of a fuse, a penny is not designed to just burn
up when too much passes through. Therefore dangerous levels of electricity, the kind that can

scorch things and create fire, pass through because theres nothing holding them back. The
penny shorts out the socket that the fuse fits into bypassing the fuse. I wish they would outlaw
fuse boxes and force home owners to upgrade when they buy or sell a home. Trending News.
Tiger Woods 'responsive and recovering' after crash. Judd makes hour trek home after
shattering leg. FOMO trend is fueling a homebuying surge. COVID pushes some with eating
disorders to get help. For Tiger Woods, golf is secondary at this point. Gerard Depardieu
charged with rape, sex assault in Paris. Poll: Partisan divide over vaccine acceptance grows. Do
you know your privilege? An eye-opening lesson. Official on Woods: He's 'very fortunate' to be
alive. Miz Patti. Update: It sounds like if you properly use a fuse as it was intended, there should
be no problems. Update 2: To Charles' reply. Answer Save. This is the laymans terms version of
it obviously some science dweeb can talk to you about voltages etc If you stick a penny in there
instead of a fuse, a penny is not designed to just burn up when too much passes through. How
do you think about the answers? You can sign in to vote the answer. Charlie F Lv 7. Still have
questions? Get your answers by asking now. Back in the old days, homes had fuse boxes.
Today, of course, any new house is built with a circuit breaker panel and many older homes
have been upgraded at one time or another. However, the fuse is a much more interesting
analogy for the monetary system. Electricity for the adventurous. When a fuse burned out, it
was protecting you from the risk of a house fire. Each circuit is designed for only so much
current. The problem is that higher current causes more heat, and it can start a fire. So they put
fuses in, which burn out before the wire gets hot enough to be dangerous. So people all too
often put a penny in the place of the fuse. And then, human nature being what it is, they left it
there long-term. We would guess that a disproportionate number of house fires were started
because an overloaded circuit became overheated, and the protective fuse was replaced with a
penny that would keep the juice flowing no matter what. So, what has that got to do with gold
and silver? A penny in the fuse box is a perfect analogy for what President Roosevelt did in
Many believe when he confiscated gold, it was to grab the loot. While we have no doubt that he
and his cronies lusted for the gold of the people, he had a more serious purpose. Until , gold
was the core monetary asset in the banking system. When people withdrew their gold coin â€”
redeeming their gold, not buying gold â€” that forced the bank to sell a bond to raise the gold to
redeem depositors. If a bank could not raise enough gold, perhaps because bond prices were
going down, then the bank was bankrupt. Another problem is that falling bond prices mean
rising interest rates. Of course, if one is unlucky, even worse things can happen. He did stop the
run, and interest continued to fall through the end of World War II. However, his act was the
monetary equivalent of the penny in the fuse box. In making it illegal to own gold, he made the
dollar irredeemable for Americans. Deprived of this outlet, people were forced to be creditors.
The only choice was to lend to the Federal Reserve, the US Treasury, a commercial bank, a
corporation, etc. You really should find out the root cause when a fuse keeps burning out, and
not just jam a solid copper conductor into the circuit. You really should find out why people
keep pulling money i. The reasons were simple. The rate of interest was below the marginal time
preference of the savers. This is, of course, the purpose for which any central bank is
established: to enable the government and its cronies to borrow more cheaply. And the banks
had become unsound due in no small part to the actions of the Fed taken prior to By corralling
everyone in the banking system, FDR put a penny in the monetary fuse box. In , President Nixon
realized there was one last fuse that could still burn out and thereby signal that all was not well.
Americans could not withdraw gold, but foreign governments could. And, led by France, they
were doing just that. Nixon, the man with ideas none of them particularly good. Now the system
was perfect â€” perfectly irredeemable. Money is credit and credit is money and there is no
longer a way for the market to express concerns about either interest rates or soundness. An
individual can escape being a creditor if he buys gold legalized in , after gold was entirely
demonetized , but his dollars simply trade hands. The seller of the gold gets the credit-dollars,
and the buyer gives them up for the gold. There is zero effect on the banking system other than
causing the price of the dollar to go down. Unlike the simple and elegant mechanism of the
bank run in the gold standard, buying gold is awkward, clunky, and risky for the participants.
With dollar-credit no longer being tied to gold, there is a price risk. And of course, price is the
motivator for many participants. Two people, call them Joe and Mary, could both be right that
the dollar-credit system is headed towards a crisis. Both bought because of the same reason.
This volatility makes people alternatively greedy and fearful, which is not really providing a
good signal that the monetary system has problems urgently in need of addressing. And so the
system goes, careening around, from crisis to crisis and nothing gets fixed and there is no
signal that is clear to everyone the way a run on the banks is clear. With this backdrop, we note
that the price of gold is on the rise again. What could be causing this, and now? Rising interest
rates which we believe is just a correction in the long falling rates trend are putting more and

more stress on banks and corporations alike. Your cost of funding goes up instantly. However,
the interest you earn on long-term bonds does not go up. Instead, the market price of those
bonds drops. Equity is disappearing from your balance sheet. Now consider major
corporations, who too often borrowed in the short term bond markets. Their cost of funding is
rising. Their cost to offer this is now obviously much higher than it was a year or two ago. And
that does not even count if they had used short-term borrowing to finance those loans, in which
case their existing book is bleeding cash too. This same pressure is occurring anywhere a
vendor is financing its customers. The vendor can always try to pass through the increased
cost. However, if buying volume was anemic previously with lower interest cost, it will only get
worse when this cost goes up. In the housing market, most people are monthly payment buyers.
A higher interest rate means a lower price to get the same payment. And what happens to lower
credit corporations who issue junk bonds? Like most corporations they have to roll over their
bonds when mature. So far, rising rates has passed over this market and junk bonds have held
up. However, should this tide turn, many of these companies will be forced to default under a
deluge of rising interest expense, if not softer demand for their products. They are junk credits
for a reason, and higher rates can be the final straw. On a total return basis, it is close to an all
time high, but the price only version has stopped looking enticing since mid â€¦[ PT ] â€” click
to enlarge. They are already badly underfunded. That is, they are already destined to arrive at
terra firma. Many have bought equities and real estate in an attempt to juice up their returns.
What happens if the prices of those assets comes down significantly? They derive revenue from
home building and turnover of not only homes but home furnishings, remodeling, etc. If these
markets slow down significantly, their ability to service their debts is going to be taxed to the
limits and beyond. No wonder people are buying gold. Fundamental demand, as opposed to
speculative, is when people buy gold coins and bars, presumably not to bring back to the
market soon. Below, we will show the only true picture of the gold and silver supply and
demand. But first, the price and ratio charts. Prices of gold and silver â€” click to enlarge. Next,
this is a graph of the gold price measured in silver, otherwise known as the gold to silver ratio.
It moved down this week. Gold-silver ratio â€” click to enlarge. For each metal, we will look at a
graph of the basis and co-basis overlaid with the price of the dollar in terms of the respective
metal. It will make it easier to provide brief commentary. The dollar will be represented in green,
the basis in blue and co-basis in red. Gold basis and co-basis and the dollar price â€” click to
enlarge. The price of the dollar fell another 0. However, this week, the co-basis our measure of
scarcity decreased a bit. Gold buying this week was biased towards speculation. This is an
example. Silver basis and co-basis and the dollar price â€” click to enlarge. The story is the
same in silver. The price rose, a bit more than the price of gold did. With the rising price, we see
decreasing scarcity this week. We leave on a question today. When interest returns to gold and
silver, which metal will have the higher rate? We plan to publish something about this soon.
Keith is a leading authority in the areas of gold, money, and credit and has made important
contributions to the development of trading techniques founded upon the analysis of bid-ask
spreads. Keith is a sought after speaker and regularly writes on economics. He lives with his
wife near Phoenix, Arizona. In fact, the year is almost over! We assure you this is not merely
evidence of our chutzpa; rather, it is indicative of the fact that ad income still needs to be
supplemented in order to support upkeep of the site. A special thank you to all readers who
have already chipped in, your generosity is greatly appreciated. Regardless of that, we are
honored by everybody's readership and hope we have managed to add a little value to your life.
What everyone seems to be missing out on is that the intrinsic value in PMs is their weight, not
their price. You must be logged in to post a comment. Reviewed by Lew Rockwell. Now
Available at Amazon. We use cookies to ensure that we give you the best experience on
acting-man. By continuing to browse this site you give consent for cookies to be used. March
28, Author Keith Weiner. April 2, at Log in to Reply. March 28, at Your comment: Click here to
cancel reply. But losing billions is stressful. And when your product blows up your customer
the clucking that follows comes hot and heavy. A surprise revival of business at Game-Stop
Silver Yo-Yo The price of silver is going up and down like a yo-yo. On Sunday and into the first
part of Monday, the price skyrocketed on news that Reddit was touting the metal. But as the
data clearly showed, the price was not driven up by retail buying of physical metal. Silver,
March futures from Jan 27, 30 minute chart: a lot of volatility, but silver seems to have
established a higher low after coming down from the initial spike. Register Log in. A
Reddit-Inspired Silver Squeeze? Reddit Residue on Silver. This is a Log as we travel to keep us
in touch with the real world. We spent a lot of time in the real world now we love the space in the
travel world. We live and love full time in our motor home. We tow a Honda CRV to scout around
in. We have driven to Alaska and all the lower 48 states. We parked and took a side trip to
Hawaii. Our plans are to travel as long as our health allows. Nope, probably not the last

problem. It always seems to be one thing or another, but good that you got this one resolved! I
do remember fuse boxes, but didn't know that about the penny. My Uncle RIP would check his
wiring while working by licking his thumb, fore finger and grabbing a wire to see if it was the
"Hot" side! Lots of Old Tricks!!! Warm day here, 56 degrees rain, You 2 take care!!!!!! I just
asked Nick if he remembers the penny trick? Hes 10 years older than me. He said he
remembers. Man, Im learning new things every day! From the recliner Lisa. Oh Yes, I do
remember the old fuse boxes. My last house still had one in the attic, but we really never knew
what it was for. The rest of the house had a breaker panel. I'm happy to hear that you were able
to fix this problem and not have to go back the RV doctor. One thing I know for sure is to never
say never Do you have a kerosene lamp just in case? I do hope that the glitches are over for a
long while! Take care, Sheila. Post a Comment. Subscribe to Shipslog. Share a book review on
Shelfari, where this reader meets fellow readers. Monday, February 4, A penny behind the house
fuse. Trucks of Art. Posted by jack69 at PM. Newer Post Older Post Home. Subscribe to: Post
Comments Atom. Follow by Email. Subscribe to Shipslog Subscribe to Shipslog. Feedjit Feedjit
Live Blog Stats. Jimmy's area 51 Awarded by Jimmy, Thanks! They are free to read if you are a
member of Kindle Prime. Books by Jack All books are available on Amazon. Jack and Sherry, A
love story. Ace 'n Me, A preacher's boy and his dog. IT is a short story book, Mixture of
Children's stories and for those in their second child hood. Great to have around to read to the
kids, grand kids and great grand kids. My Shelfari Bookshelf Shelfari: Book reviews on your
book blog Share a book review on Shelfari, where this reader meets fellow readers. Parthanon,
over looking Athens Swabbie on liberty in Greece, late sixties. We took the Embassy flight from
Gitmo. No Reading list! More musings Stuff from North Carolina Just thinking Book number 13,
published Stamp collecting and bank robbers Those Reminders.. Time to pick up the penâ€¦..
Lucy, Joe and Spunky! My Valentine! Supper time and breakfast A penny behind the house fuse
Just trash on my mind Mourning the loss of an old friend Is this Sticky from your books?
Contractor professional traveler Storyteller and Writer. View my complete profile. My Blog List.
Sherry at the Scoodic Bay, ME. If your old enough to know what this is you probably already
know about this, but for those of you in their younger years here's a little history lesson. Old
fuse boxes, before there were circuit breakers often had screw in fuses. So when a fuse blew
you would just unscrew the old fuse and replace it with a new one. That's the right way to do it.
But what happens when your out of replacement fuses and the local hardware store is closed?
The house is half dark and the baby is crying and you need a solution. Well it turns out that a
penny would fit right into that space nicely and complete the circuit, turning the lights back on.
Remember this is back when pennies were still made from solid copper. It works but it's a BAD
idea because when you jump the fuse you have no overload protection. Without a fuse in the
circuit there is a real risk of the wiring becoming overloaded and catching fire. Ask any fireman
electrical fires are evil things and hard to put out. If you come across an old blown screw in fuse
please replace it with a screw in breaker or upgrade to a modern breaker panel. Filter All
Uncategorized. The Stanley Thermos, ye old standby. Hello World! Cart 0. He created
DiamondWare, aâ€¦. More Info. Contact Author. Back in the old days, homes had fuse boxes.
Today, of course, any new house is built with a circuit breaker panel and many older homes
have been upgraded at one time or another. However, the fuse is a much more interesting
analogy for the monetary system. When a fuse burned out, it was protecting you from the risk of
a house fire. Each circuit is designed for only so much current. The problem is that higher
current causes more heat, and it can start a fire. So they put fuses in, which burn out before the
wire gets hot enough to be dangerous. So people all too often put a penny in the place of the
fuse. And then, human nature being what it is, they left it there long-term. As an aside, pennies
in those days were solid copper, not the copper plated zinc they use today because it's cheaper.
We would guess that a disproportionate number of house fires were started because an
overloaded circuit became overheated, and the protective fuse was replaced with a penny that
would keep the juice flowing no matter what. So, what has that got to do with gold and silver? A
penny in the fuse box is a perfect analogy for what President Roosevelt did in Many believe
when he confiscated gold, it was to grab the loot. While we have no doubt that he and his
cronies lusted for the gold of the people, he had a more serious purpose. Until , gold was the
core monetary asset in the banking system. When people withdrew their gold coin -- redeeming
their gold, not buying gold -- that forced the bank to sell a bond to raise the gold to redeem
depositors. If a bank could not raise enough gold, perhaps because bond prices were going
down, then the bank was bankrupt. Another problem is that falling bond prices mean rising
interest rates. He did stop the run, and interest continued to fall through the end of World War II.
However, his act was the monetary equivalent of the penny in the fuse box. In making it illegal
to own gold, he made the dollar irredeemable for Americans. Gold is the only financial asset
that is not someone else's liability. Deprived of this outlet, people were forced to be a creditor.

The only choice was to lend to the Federal Reserve, the US Treasury, a commercial bank, a
corporation, etc. When people are running to the bank to withdraw their gold coin, it's like a
fuse burning out. You really should find out the root cause when a fuse keeps burning out, and
not just jam a solid copper conductor into the circuit. You really should find out why people
keep pulling money i. The reasons were simple. The rate of interest was below the marginal time
preference of the savers. This is, of course, the purpose for which any central bank is
established: to enable the government and its cronies to borrow more cheaply. And the banks
had become unsound due in no small part to the actions of the Fed taken prior to By corralling
everyone in the banking system, FDR put a penny in the monetary fusebox. In , President Nixon
realized there was one last fuse that could still burn out and thereby signal that all was not well.
Americans could not withdraw gold, but foreign governments could. And, led by France, they
were doing. So Nixon "closed the gold window", thereby inserting a second penny. Now the
system was perfectâ€”perfectly irredeemable. Money is credit and credit is money and there is
no longer a way for the market to express concerns about either interest rates or soundness. An
individual can escape being a creditor if he buys gold legalized in , after gold was entirely
demonetized , but his dollars simply trade hands. The seller of the gold gets the credit-dollars,
and the buyer gives them up for the gold. There is zero effect on the banking system other than
causing the price of the dollar to go down. Unlike the simple and elegant mechanism of the
bank run in the gold standard, buying gold is awkward, clunky, and risky for the participants.
With dollar-credit no longer being tied to gold, there is a price risk. And of course, price is the
motivator for many participants. Two people, call them Joe and Mary, could both be right that
the dollar-credit system is headed towards a crisis. Both bought because of the same reason.
This volatility makes people alternatively greedy and fearful, which is not really providing a
good signal that the monetary system has problems urgently in need of addressing. And so the
system goes, careening around, from crisis to crisis and nothing gets fixed and there is no
signal that is clear to everyone the way a run on the banks is clear. With this backdrop, we note
that the price of gold is on the rise again. What's more, the fundamentals have been getting
stronger at the same time. What could be causing this, and now? Rising interest rates which we
believe is just a correction in the long falling rates trend are putting more and more stress on
banks and corporations alike. If you have borrowed short to lend long as all banks do
nowadays, this is called "maturity transformation" then rising rates cause immediate pain. Your
cost of funding goes up instantly. However, the interest you earn on long-term bonds does not
go up. Instead, the market price of those bonds drops. Equity is disappearing from your balance
sheet. Now consider major corporations, who too often borrowed in the short term bond
markets. Their cost of funding is rising. Their cost to offer this is now obviously much higher
than it was a year or two ago. And that does not even count if they had used short-term
borrowing to finance those loans, in which case their existing book is bleeding cash too. This
same pressure is occurring anywhere a vendor is financing its customers. The vendor can
always try to pass through the increased cost. However, if buying volume was anemic
previously with lower interest cost, it will only get worse when this cost goes up. In the housing
market, most people are monthly payment buyers. A higher interest rate means a lower price to
get the same payment. And what happens to lower credit corporations who issue junk bonds?
Like most corporations they have to roll over their bonds when mature. So far, rising rates has
passed over this market and junk bonds have held up. However, should this tide turn, many of
these companies will be forced to default under a deluge of rising interest expense, if not softer
demand for their products. They are junk credits for a reason, and higher rates can be the final
straw. Or let's look at the pension funds. They are already badly underfunded. That is, they are
already destined to arrive at terra firma. Many have bought equities and real estate in an attempt
to juice up their returns. What happens if the prices of those assets comes down significantly?
Finally, let's look at municipalities. They derive revenue from home building and turnover of not
only homes but home furnishings, remodeling, etc. If these markets slow down significantly,
their ability to service their debts is going to be taxed to the limits and beyond. No wonder
people are buying gold. Fundamental demand, as opposed to speculative, is when people buy
gold coins and bars, presumably not to bring back to the market soon. Below, we will show the
only true picture of the gold and silver supply and demand. But first, the price and ratio charts.
Next, this is a graph of the gold price measured in silver, otherwise known as the gold to silver
ratio. It moved down this week. For each metal, we will look at a graph of the basis and cobasis
overlaid with the price of the dollar in terms of the respective metal. It will make it easier to
provide brief commentary. The dollar will be represented in green, the basis in blue and cobasis
in red. The price of the dollar fell another 0. However, this week, the cobasis our measure of
scarcity decreased a bit. Gold buying this week was biased towards speculation. Last week, we
said fundamental buying was a trend but it's "sputtering". This is an example. The story is the

same in silver. The price rose, a bit more than the price of gold did. With the rising price, we see
decreasing scarcity this week. We leave on a question today. When interest returns to gold and
silver, which metal will have the higher rate? We plan to publish something about this soon.
Previous Post. Next Post. Did the Government Spy on Trump? Of Course. It Spies on All of Us!
By using this site you agree to the Disclaimer , Privacy and Cookie Policy. Commodity Prices.
Related News. Roosevelt was trying to stop the run on the banks, and trying to push interest
rates down. The Prices of Gold and Silver Next, this is a graph of the gold price measured in
silver, otherwise known as the gold to silver ratio. The Ratio of the Gold Price to the Silver Price
For each metal, we will look at a graph of the basis and cobasis overlaid with the price of the
dollar in terms of the respective metal. Here is the gold graph. Now let's look at silver. Do you
want to buy discount gold from majors? We will save the information entered above in our
website. Your comment will then await moderation from one of our team. If approved, your data
will then be publically viewable on this article. Please confirm you understand and are happy
with this and our privacy policy by ticking this box. You can withdraw your consent, or ask us to
give you a copy of the information we have stored, at any time by contacting us. Safehaven
Markets Commodities Energy Cryptocurrencies. Contact Sitemap Login. Connect with us. He
created DiamondWare, aâ€¦. More Info. Contact Author. Back in the old days, homes had fuse
boxes. Today, of course, any new house is built with a circuit breaker panel and many older
homes have been upgraded at one time or another. However, the fuse is a much more
interesting analogy for the monetary system. When a fuse burned out, it was protecting you
from the risk of a house fire. Each circuit is designed for only so much current. The problem is
that higher current causes more heat, and it can start a fire. So they put fuses in, which burn out
before the wire gets hot enough to be dangerous. So people all too often put a penny in the
place of the fuse. And then, human nature being what it is, they left it there long-term. As an
aside, pennies in those days were solid copper, not the copper plated zinc they use today
because it's cheaper. We would guess that a disproportionate number of house fires were
started because an overloaded circuit became overheated, and the protective fuse was replaced
with a penny that would keep the juice flowing no matter what. So, what has that got to do with
gold and silver? A penny in the fuse box is a perfect analogy for what President Roosevelt did
in Many believe when he confiscated gold, it was to grab the loot. While we have no doubt that
he and his cronies lusted for the gold of the people, he had a more serious purpose. Until , gold
was the core monetary asset in the banking system. When people withdrew their gold coin -redeeming their gold, not buying gold -- that forced the bank to sell a bond to raise the gold to
redeem depositors. If a bank could not raise enough gold, perhaps because bond prices were
going down, then the bank was bankrupt. Another problem is that falling bond prices mean
rising interest rates. He did stop the run, and interest continued to fall through the end of World
War II. However, his act was the monetary equivalent of the penny in the fuse box. In making it
illegal to own gold, he made the dollar irredeemable for Americans. Gold is the only financial
asset that is not someone else's liability. Deprived of this outlet, people were forced to be a
creditor. The only choice was to lend to the Federal Reserve, the US Treasury, a commercial
bank, a corporation, etc. When people are running to the bank to withdraw their gold coin, it's
like a fuse burning out. You really should find out the root cause when a fuse keeps burning
out, and not just jam a solid copper conductor into the circuit. You really should find out why
people keep pulling money i. The reasons were simple. The rate of interest was below the
marginal time preference of the savers. This is, of course, the purpose for which any central
bank is established: to enable the government and its cronies to borrow more cheaply. And the
banks had become unsound due in no small part to the actions of the Fed taken prior to By
corralling everyone in the banking system, FDR put a penny in the monetary fusebox. In ,
President Nixon realized there was one last fuse that could still burn out and thereby signal that
all was not well. Americans could not withdraw gold, but foreign governments could. And, led
by France, they were doing. So Nixon "closed the gold window", thereby inserting a second
penny. Now the system was perfectâ€”perfectly irredeemable. Money is credit and credit is
money and there is no longer a way for the market to express concerns about either interest
rates or soundness. An individual can escape being a creditor if he buys gold legalized in , after
gold was entirely demonetized , but his dollars simply trade hands. The seller of the gold gets
the credit-dollars, and the buyer gives them up for the gold. There is zero effect on the banking
system other than causing the price of the dollar to go down. Unlike the simple and elegant
mechanism of the bank run in the gold standard, buying gold is awkward, clunky, and risky for
the participants. With dollar-credit no longer being tied to gold, there is a price risk. And of
course, price is the motivator for many participants. Two people, call them Joe and Mary, could
both be right that the dollar-credit system is headed towards a crisis. Both bought because of
the same reason. This volatility makes people alternatively greedy and fearful, which is not

really providing a good signal that the monetary system has problems urgently in need of
addressing. And so the system goes, careening around, from crisis to crisis and nothing gets
fixed and there is no signal that is clear to everyone the way a run on the banks is clear. With
this backdrop, we note that the price of gold is on the rise again. What's more, the fundamentals
have been getting stronger at the same time. What could be causing this, and now? Rising
interest rates which we believe is just a correction in the long falling rates trend are putting
more and more stress on banks and corporations alike. If you have borrowed short to lend long
as all banks do nowadays, this is called "maturity transformation" then rising rates cause
immediate pain. Your cost of funding goes up instantly. However, the interest you earn on
long-term bonds does not go up. Instead, the market price of those bonds drops. Equity is
disappearing from your balance sheet. Now consider major corporations, who too often
borrowed in the short term bond markets. Their cost of funding is rising. Their cost to offer this
is now obviously much higher than it was a year or two ago. And that does not even count if
they had used short-term borrowing to finance those loans, in which case their existing book is
bleeding cash too. This same pressure is occurring anywhere a vendor is financing its
customers. The vendor can always try to pass through the increased cost. However, if buying
volume was anemic previously with lower interest cost, it will only get worse when this cost
goes up. In the housing market, most people are monthly payment buyers. A higher interest rate
means a lower price to get the same payment. And what happens to lower credit corporations
who issue junk bonds? Like most corporations they have to roll over their bonds when mature.
So far, rising rates has passed over this market and junk bonds have held up. However, should
this tide turn, many of these companies will be forced to default under a deluge of rising interest
expense, if not softer demand for their products. They are junk credits for a reason, and higher
rates can be the final straw. Or let's look at the pension funds. They are already badly
underfunded. That is, they are already destined to arrive at terra firma. Many have bought
equities and real estate in an attempt to juice up their returns. What happens if the prices of
those assets comes down significantly? Finally, let's look at municipalities. They derive revenue
from home building and turnover of not only homes but home furnishings, remodeling, etc. If
these markets slow down significantly, their ability to service their debts is going to be taxed to
the limits and beyond. No wonder people are buying gold. Fundamental demand, as opposed to
speculative, is when people buy gold coins and bars, presumably not to bring back to the
market soon. Below, we will show the only true picture of the gold and silver supply and
demand. But first, the price and ratio charts. Next, this is a graph of the gold price measured in
silver, otherwise known as the gold to silver ratio. It moved down this week. For each metal, we
will look at a graph of the basis and cobasis overlaid with the price of the dollar in terms of the
respective metal. It will make it easier to provide brief commentary. The dollar will be
represented in green, the basis in blue and cobasis in red. The price of the dollar fell another 0.
However, this week, the cobasis our measure of scarcity decreased a bit. Gold buying this week
was biased towards speculation. Last week, we said fundamental buying was a trend but it's
"sputtering". This is an example. The story is the same in silver. The price rose, a bit more than
the price of gold did. With the rising price, we see decreasing scarcity this week. We leave on a
question today. When interest returns to gold and silver, which metal will have the higher rate?
We plan to publish something about this soon. Previous Post. Next Post. Did the Government
Spy on Trump? Of Course. It Spies on All of Us! By using this site you agree to the Disclaimer ,
Privacy and Cookie Policy. Commodity Prices. Strong U. Related News. Roosevelt was trying to
stop the run on the banks, and trying to push interest rates down. The Prices of Gold and Silver
Next, this is a graph of the gold price measured in silver, otherwise known as the gold to silver
ratio. The Ratio of the Gold Price to the Silver Price For each metal, we will look at a graph of the
basis and cobasis overlaid with the price of the dollar in terms of the respective metal. Here is
the gold graph. Now let's look at silver. Do you want to buy discount gold from majors? We will
save the information entered above in our website. Your comment will then await moderation
from one of our team. If approved, your data will then be publically viewable on this article.
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box. You can withdraw your consent, or ask us to give you a copy of the information we have
stored, at any time by contacting us. Safehaven Markets Commodities Energy Cryptocurrencies.
Contact Sitemap Login. Connect with us. Back in the old days, homes had fuse boxes. Today, of
course, any new house is built with a circuit breaker panel and many older homes have been
upgraded at one time or another. However, the fuse is a much more interesting analogy for the
monetary system. When a fuse burned out, it was protecting you from the risk of a house fire.
Each circuit is designed for only so much current. The problem is that higher current causes
more heat, and it can start a fire. So they put fuses in, which burn out before the wire gets hot
enough to be dangerous. So people all too often put a penny in the place of the fuse. And then,

human nature being what it is, they left it there long-term. We would guess that a
disproportionate number of house fires were started because an overloaded circuit became
overheated, and the protective fuse was replaced with a penny that would keep the juice flowing
no matter what. So, what has that got to do with gold and silver? A penny in the fuse box is a
perfect analogy for what President Roosevelt did in Many believe when he confiscated gold, it
was to grab the loot. While we have no doubt that he and his cronies lusted for the gold of the
people, he had a more serious purpose. Until , gold was the core monetary asset in the banking
system. If a bank could not raise enough gold, perhaps because bond prices were going down,
then the bank was bankrupt. Another problem is that falling bond prices mean rising interest
rates. He did stop the run, and interest continued to fall through the end of World War II.
However, his act was the monetary equivalent of the penny in the fuse box. In making it illegal
to own gold, he made the dollar irredeemable for Americans. Deprived of this outlet, people
were forced to be a creditor. The only choice was to lend to the Federal Reserve, the US
Treasury, a commercial bank, a corporation, etc. You really should find out the root cause when
a fuse keeps burning out, and not just jam a solid copper conductor into the circuit. You really
should find out why people keep pulling money i. The reasons were simple. The rate of interest
was below the marginal time preference of the savers. This is, of course, the purpose for which
any central bank is established: to enable the government and its cronies to borrow more
cheaply. And the banks had become unsound due in no small part to the actions of the Fed
taken prior to By corralling everyone in the banking system, FDR put a penny in the monetary
fusebox. In , President Nixon realized there was one last fuse that could still burn out and
thereby signal that all was not well. Americans could not withdraw gold, but foreign
governments could. And, led by France, they were doing. Now the system was
perfectâ€”perfectly irredeemable. Money is credit and credit is money and there is no longer a
way for the market to express concerns about either interest rates or soundness. An individual
can escape being a creditor if he buys gold legalized in , after gold was entirely demonetized ,
but his dollars simply trade hands. The seller of the gold gets the credit-dollars, and the buyer
gives them up for the gold. There is zero effect on the banking system other than causing the
price of the dollar to go down. Unlike the simple and elegant mechanism of the bank run in the
gold standard, buying gold is awkward, clunky, and risky for the participants. With dollar-credit
no longer being tied to gold, there is a price risk. And of course, price is the motivator for many
participants. Two people, call them Joe and Mary, could both be right that the dollar-credit
system is headed towards a crisis. Both bought because of the same reason. This volatility
makes people alternatively greedy and fearful, which is not really providing a good signal that
the monetary system has problems urgently in need of addressing. And so the system goes,
careening around, from crisis to crisis and nothing gets fixed and there is no signal that is clear
to everyone the way a run on the banks is clear. With this backdrop, we note that the price of
gold is on the rise again. What could be causing this, and now? Rising interest rates which we
believe is just a correction in the long falling rates trend are putting more and more stress on
banks and corporations alike. Your cost of funding goes up instantly. However, the interest you
earn on long-term bonds does not go up. Instead, the market price of those bonds drops. Equity
is disappearing from your balance sheet. Now consider major corporations, who too often
borrowed in the short term bond markets. Their cost of funding is rising. Their cost to offer this
is now obviously much higher than it was a year or two ago. And that does not even count if
they had used short-term borrowing to finance those loans, in which case their existing book is
bleeding cash too. This same pressure is occurring anywhere a vendor is financing its
customers. The vendor can always try to pass through the increased cost. However, if buying
volume was anemic previously with lower interest cost, it will only get worse when this cost
goes up. In the housing market, most people are monthly payment buyers. A higher interest rate
means a lower price to get the same payment. And what happens to lower credit corporations
who issue junk bonds? Like most corporations they have to roll over their bonds when mature.
So far, rising rates has passed over this market and junk bonds have held up. However, should
this tide turn, many of these companies will be forced to default under a deluge of rising interest
expense, if not softer demand for their products. They are junk credits for a reason, and higher
rates can be the final straw. They are already badly underfunded. That is, they are already
destined to arrive at terra firma. Many have bought equities and real estate in an attempt to juice
up their returns. What happens if the prices of those assets comes down significantly? They
derive revenue from home building and turnover of not only homes but home furnishings,
remodeling, etc. If these markets slow down significantly, their ability to service their debts is
going to be taxed to the limits and beyond. No wonder people are buying gold. Fundamental
demand, as opposed to speculative, is when people buy gold coins and bars, presumably not to
bring back to the market soon. Below, we will show the only true picture of the gold and silver

supply and demand. But first, the price and ratio charts. The Prices of Gold and Silver. Next, this
is a graph of the gold price measured in silver, otherwise known as the gold to silver ratio. It
moved down this week. For each metal, we will look at a graph of the basis and cobasis overlaid
with the price of the dollar in terms of the respective metal. It will make it easier to provide brief
commentary. The dollar will be represented in green, the basis in blue and cobasis in red. The
price of the dollar fell another 0. However, this week, the cobasis our measure of scarcity
decreased a bit. Gold buying this week was biased towards speculation. This is an example. The
story is the same in silver. The price rose, a bit more than the price of gold did. With the rising
price, we see decreasing scarcity this week. We leave on a question today. When interest
returns to gold and silver, which metal will have the higher rate? We plan to publish something
about this soon. Tags: banksters bullion COMEX gold gold coins gold fix manipulation precious
metals silver silver coins silver fix. Various authors presenting analysis and commentary on the
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