
Hello Everyone, 

“Art is not what you see, but what you make others see.”  
Edgar Degas 

How we (normal people) see gold is very different from how 
the super-wealthy see gold.  And today’s missive will use 
Pablo Picasso in an attempt to make that point.   

I hope you learn as much from the Picasso-analogy as I did 
many years ago. 

Signed, Your Has-A-50-50-Chance-Of-Hanging-Modern-Art-
Upside-Down Financial Advisor, 

Greg 

KKOB: 07.10.2020 Gold Part 5 
Picasso vs. Greg 

Brandon:  This has been a very interesting 
series.  I knew very little about gold.  But 
I am beginning to understand it is far more 
complex (and secretive) than I imagined.   

When you left off on Monday, you were 
explaining there were two gold markets….and 
two gold prices.  One market is for the 
little guys.  You called it shrimp-land.  
That market trades in ounces.  Then there is 
giant-land.  That market is for the big 
guys.  They buy gold by the tonne. 

Greg:  Nice summation.  And you’re right; 
the price in shrimp-land is different than 
the price in giant-land.  Let me explain.   

Back in 1999, something startling was 
revealed.  A tonne of gold traded hands in 
London for the equivalent of $6000 an 
ounce.  Now, at the time, the spot price for 
an ounce of gold was about $300 an ounce.   

So, since gold is gold--- whether by the 
tonne, or by the ounce--- how come a tonne 



was trading for 20 times the ounce price?  I 
mean, why couldn’t you just multiply $300 
(the spot price) by 35,000 ounces (the 
approximate number of ounces in a metric 
tonne) and pay that amount?   

Brandon:  I don’t know.  In most things, if 
you buy in volume you get a discount.  I 
guess not in the gold world. 

Greg:  Right.  Well, back then, I was 
younger and dumber.  And I went on some 
stupid rant about how this made no sense.  
Fortunately, a man much older and wiser 
explained it to me.   

Here’s how he made his point.  He said: 

“Greg, I am going to give you $200.  I want 
you to go to the local art store.  Buy some 
paint and brushes.  Buy a canvas and a 
smock.  I then want you to paint a 
portrait.  When you’re done, what will your 
portrait be worth?”   

I replied, “I don’t know.  Fifty cents.  My 
mom might buy it.”   

He said, “Right. Now, Greg, I am going to 
give that same $200 to Pablo Picasso.  He is 
going to go the same store, buy the same 
paint, brushes, canvass, and smock.  He is 
going to paint a portrait.  When he is done, 
what will it be worth?”   

I said, “I don’t know.  $1 million?”   

He said, “Right.  Same materials.  Totally 
different price.  Greg, an ounce of gold is 
a Greg.  A tonne of gold is a Picasso.  Hard 
to get.  Rare.  Do you understand now?” 



And I did.   

So, on Monday, we pretended the President of 
China wanted to buy 1000 tonnes of gold.  We 
determined he had to convince another giant 
to sell it to him.  And clearly, gold-giants 
value gold. 

But remember, the President of China has the 
ability to print as much currency as he 
wants.  To him, he is just wiring electronic 
digits to another giant’s bank account.  So, 
knowing this, does he really care what price 
he pays?   

Brandon:  No.  He just wants his 1000 
tonnes.  So, if the other giant says, “I 
want 30 times the going spot price, what 
does China’s President care?  He’ll think, 
“Just get me my gold!” 

Greg:  Exactly.  Now the receiving giant can 
take those digits and buy castles, or art, 
or stocks, or farmland, or whatever.   So, 
he or she can win, too. 

Brandon: So, how do we know what the going 
price for a tonne is today? 

Greg:  We don’t.  We’re shrimps.  We hear 
rumors and innuendo, but we don’t know.  
 The 1999 episode was likely a mistake.  And 
the giants are content to let us accumulate 
ounces at discounted prices, because to 
them, ounces are crumbs off the table.  A 
small price to pay for secrecy. 

Plus, they know the gold price we see each 
day is a paper-contract price.  They 
couldn’t care less what the paper price is.  
They don’t want paper, they want the real 



thing----because they understand the 
difference between currency and money.  

Brandon:  And, as you said a couple of weeks 
ago, according to JP Morgan, “Gold is 
money.  Everything else is credit.” 

Greg:  Correct.  So, on Monday, let’s go 
back to shrimp-land and explain how the 
paper gold market works.  I believe your 
listeners will find it eye-opening. 

Brandon:  Sounds good.  Until then, how do 
people reach you? 

Greg:  My number is 250-3754.  Or, go to my 
website at zanettifinancial.com. 

By accepting this material, you acknowledge, understand and 
accept the following:  
This material has been prepared at your request by Zanetti 
Financial, LLC This material is subject to change without 
notice. This document is for information and illustrative 
purposes only. It is not, and should not, be regarded as 
“investment advice” or as a “recommendation” regarding a 
course of action, including without limitation as those 
terms are used in any applicable law or regulation. This 
information is provided with the understanding that with 
respect to the material provided herein (i) Zanetti 
Financial, LLC is not acting in a fiduciary or advisory 
capacity under any contract with you, or any applicable law 
or regulation, (ii) that you will make your own independent 
decision with respect to any course of action in connection 
herewith, as to whether such course of action is 
appropriate or proper based on your own judgment and your 
specific circumstances and objectives, (iii) that you are 
capable of understanding and assessing the merits of a 
course of action and evaluating investment risks 
independently, and (iv) to the extent you are acting with 
respect to an ERISA plan, you are deemed to represent to 
Zanetti Financial, LLC that you qualify and shall be 
treated as an independent fiduciary for purposes of 
applicable regulation. Zanetti Financial, LLC does not 
purport to and does not, in any fashion, provide tax, 
accounting, actuarial, recordkeeping, legal, broker/dealer 
or any related services. You should consult your advisors 
with respect to these areas and the material presented 
herein. You may not rely on the material contained herein. 
Zanetti Financial, LLC shall not have any liability for any 
damages of any kind whatsoever relating to this material. 

http://zanettifinancial.com/


No part of this document may be reproduced in any manner, 
in whole or in part, without the written permission of 
Zanetti Financial, LLC except for your internal use. This 
material is being provided to you at no cost and any fees 
paid by you to Zanetti Financial, LLC are solely for the 
provision of investment management services pursuant to a 
written agreement. All of the foregoing statements apply 
regardless of (i) whether you now currently or may in the 
future become a client of Zanetti Financial, LLC and (ii) 
the terms contained in any applicable investment management 
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Financial, LLC.  

  


