
It is fair to say that silver is 
seen as gold’s poor cousin. As 
the saying goes, “If gold is the 
money of kings, then silver is 
the money of gentlemen”. Silver 
represents second place, never 
first. It is the medal of losers; 
the premium bank account that 
doesn’t quite match up to its gold 
counterpart. Yet, right now silver 
is seen as the precious metal for 
the masses, and for good reason.

For thousands of years, silver 
has served as money alongside 
gold. As well as the many 
historical artefacts discovered 
about its use and contained in 
museums, there are many biblical 
references to silver that highlight 
its prominence throughout the 
ages. The Old Testament, for 
example, mentions silver as 
money in the 30 infamous pieces 
Judas Iscariot took, whilst the 
New Testament refers to Greek 
silver drachmas and staters.

The Romans issued the 
first silver denarius in 269BC 
and in the same way that 
staters had spread to Greek 
colonies, denarius coins were 
seen throughout the Roman 
conquered lands. Up until the 
1970s, currencies around the 
world were backed by both 
gold and silver, emphasising 
their formerly important role in 

global currency considerations. 
Even today, the 1oz Royal 
Mint silver Britannia coin, for 
example, is classified as legal 
tender with the value of £2.

Not only has silver been used 
as money along with gold, it 
has been more accepted by the 
masses. Although the average 
person has significantly less 
money than the wealthy, in 
the aggregate the middle class 
has much more money than 
do the wealthy. So, when the 
world faces another round of 
inflation or a financial crisis, the 
world’s middle class will pour 
their collective billions and 
trillions of dollars into silver, 
while the wealthy opt for gold. 

When the average person 
thinks of investing in precious 
metals, there is a leaning toward 
silver because you get more 
metal for your money and it’s 
more affordable. Right now, for 
example, a kilo of gold costs 
US $42,000 and is 65 times 
more expensive than silver (a 
kilo of silver is just US $600). 
More recently, that price gap 
has been as low as 50 times and 
throughout history significantly 
lower, meaning silver is cheap 
right now when compared with 
the gold:silver price ratio. 

With silver being in a bear 

market for the past three years, 
many analysts are predicting 
that silver will appreciate in 
price and close the gap as it has 
done many times in the past.

“For investors, silver is an 
attractive investment because 
it diversifies investment assets, 
has shown competitive growth 
in recent years, and preserves 
wealth against the ravages 
of inflation,” says the Silver 
Institute. “Also, because it 
has an inherent value that is 
immutable and permanent, it 
provides a stability that stocks 
and other funds cannot deliver.”

In addition, according to 
resourceinvestor.com, in its 
special report on silver Ventura 
Commodities, has identified 
increasingly higher production 
costs and boost in Asian demand 
as the two fundamental factors 
that could create major impact 
on silver prices in 2014. They 
also state that silver mining 
costs during 2013 had averaged 
over US $21 per ounce. Spot 
silver prices have only been 
at around US $20 per ounce. 

“This implies that the white 
metal is trading at a price lower 
than its cost of production,” 
says resourceinvestor.com. “The 
report sees very little chance 
for the prices to continue in 
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the same range. Many mines 
which fail to break-even on the 
existing high-output costs may 
stop functioning. This would 
squeeze the supply of silver 
on the market, which in turn 
would push the prices higher.”

With the middle classes having 
more money than the wealthy 
as a whole, their buying will 

push silver higher than gold on 
a percentage basis. This was 
particularly evident after the 
financial collapse where the 
price of silver rose quicker than 
that of gold due to supply and 

demand factors. In 2010, for 
example, an investor in silver 
would have seen a 93% return 
on their investment, as the chart 
below shows. In fact, silver’s 
annual average change since 
2001 has been 14.5% per annum 
(GBP), making it one of the best 
performing asset classes and 
marginally better than gold.

However, if financial 
collapse and inflation are not 
on the horizon, and the world’s 
economies are indeed in 
recovery, then silver may play a 
hugely important part due to its 

many industrial uses. According 
to the Thomson Reuters GFMS 
Interim Silver Market Review 
2013, almost 50% of the silver 
that is mined is used in industry, 
including car manufacturing, 
mobile phones, solar panels 
and much more. This too has 
significant price implications 
if industrial demand increases. 

The same report 
highlights silver’s 
growing importance 
as an investment, with 
almost 25% of all the 
silver that is mined 
used for investment 
purposes, up from just 
2% ten years previously.

To buy physical silver, 
people mainly use 
Exchange Traded Funds, 
purchase bullion coins 
and small bars, or buy 
and store bullion bars 
from a precious metals 
trading firm. With various 

counterparty risks associated 
with ETFs, GoldMoney 
recommends buying and storing 
in private vaults that guarantee 
100% customer allocation 
of the silver in the vault.
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