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SILVER NUGGETS

SILVER, GOLD AND DEBT

A statistical analysis (aka fun with numbers)
BY PETER BURES | October 27, 2025

Tuesday'’s tops in precious metals, specifically gold, but to a lesser extent silver, have spurred online and
televised debates about bubbles and overvaluation and manias. With animal spirits bubbling
unrestrained in today’s day and age we focus on basing our opinions in statistical analysis — numbers
don't lie, the commentator can twist the numbers into nonsense, but numbers themselves have no
agenda, opinion, or political affiliation.

Attempting to explain away the metal price moves over last several years, commentators have focused
on a monetary reset, currency (especially the US dollar) debasement, debt (US-centric and global, but all
US dollar denominated) and their impacts on the destruction of the purchasing power of the US dollar.

In this edition of the Silver Nugget, we combine theory (i.e. a credit based system driven by credit
expansion (more on this in another issue) through leverage results in an exponential decline of the
purchasing power of the denominational currency), statistical analysis (some backward looking
information, regression, RSQs, and other pixie dust), and practical applications — using theory in an
attempt to estimate low risk entry points (accumulation) and exits (profit taking).

Theory — an increase in the US federal government debt level enables debt creation no only at the state
and city level, but also bank credit expansion driving consumer debt, commercial loans, auto loans, etc.
Theory suggests that each dollar of debt created by the US Treasury results in $30 of additional debt
available in the credit system (using [Note: Lehman Brothers went down 17 years ago — is there anything
else we can use here?] and Fannie Mae balance sheet leverage as reference).

Statistically, credit expansion (in absolute, not relative terms — i.e. numbers only, not purchasing power of
those numbers — again, this is beyond the scope of this analysis) should therefore be forecastable. Let’s
run an experiment:
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The above chart supports theoretical credit expansion being forecastable. Over the last 25 years (indeed,
we took the data back as far as available, not shown), the RSQ* of debt growth vs. time reaches a
stunning 99.5 implying that the progression of time will result and account for over 99% of monetary
expansion. Overlaid on the chart is the price of gold showing a still statistically-significant relationship to
time of 80. This suggests that 80 percent of the move in the price of gold can be explained by the
expansion of credit and thus the devaluation of the US dollar over time.

The implication is that gold (and by extension silver — we’ll get to that soon) prices may be forecast if one
has the ability to accurately forecast US dollar debt at the federal level. Again, with debt’s correlation to
time being statistically significant, we believe we can create a theoretical model to be able to forecast
debt levels and therefore gold prices.

We decided to backtest this approach by forecasting gold prices using the aforementioned relationship
(to debt and time). Using statistical outliers (sigma based or absolute), we then attempt to identify low
risk entry and exit points through time.

Interestingly, the experiment provided positive outcomes more often than not, suggesting the theory
holds.

The practical application is the ability to better time exposure to the precious metals sector, with a
specific focus on silver. We ran the same analysis with silver vs gold (central banks have not been
adding to silver holdings over the last two years, at least not to our knowledge, which has contributed to
gold outperforming all commodities over that timeframe) and found a lower correlation to debt creation
and time (there are, after all, more industrial applications for silver, and the supply/demand mechanics
are also different). However, this was still statistically significant and appears to provide useful low risk
signals for adding or reducing exposure to silver positions.
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The signals employ statistically based metal price forecasting vs. actual metal prices with standard
deviations (between the two) as triggers. Essentially, a metal price forecast is established based on debt
growth and time, and historic standard deviations are used to create a low-risk entry point. For example,
if the metal price forecast exceeds the actual price by more than 1.0x standard deviations (we can vary
this, of course), we would suggest taking profits. Interestingly, but perhaps not surprisingly, this occurred
last week when silver hit $51.92/0z (on the weekly spot close), more than 16% higher than the
statistically implied price of $44.72/0z. On a standard deviation basis, the signal started flashing caution
the last week of September when silver hit $46.08/0z.

How successful was this approach and what were the results the last six ‘blow-off tops’ identified in our
last missive (email sent October 23, 2025), specifically:

May 2006 reduce signal March 31, 2006, signal reversed June 2006, essentially
avoiding the pullback

June 2006 this was the extension of the above pullback and triggered a buy signal that
lasted through to February 2008 and generated a theoretical 77% return

Nov 2008 no signal generated at this time — recall this was the midst of the global
financial crisis when all stocks/commodities/bonds were being liquidated

Dec 2008 same commentary as November 2008 (no signal etc)

April 2013 this correction was in a declining market (silver topped out above $34/0z in
November 2012), and actually triggered a low-risk entry point the week of
April 15, 2023. Although silver prices did recover, this simulated position did
not return a profit and was one of the losing signals generated by the system

August 2020 August 2020 - this pullback was preceded by a reduce signal in July when
silver hit $22.80/0z. Silver would go on to rally to $28.30/0z (on a weekly
basis) followed by a pullback to $23.74/0z and then lower still later in
November. A low-risk entry point was generated in November 2020,
ultimately leading to an exit in late 2022 at a slight simulated loss

Presently, our statistical analysis indicates the low-risk entry point would be right around $46.00/0z were
it to occur this week. One keynote — we would not advise shorting silver or gold in any market. Granted,
this would have been detrimental in the 1980-1990 period, however, the natural underlying trend — higher
debt/more credit expansion (in absolute terms) — makes shorting anything that benefits from the naturally
occurring devaluation of the denominator extremely risky (akin to shorting a stock with a significant
dividend yield). Here is a 30-year chart showing the statistically implied metal price, the actual price, and
the entry/reduce points:

Spot Silver Price with statistically generated entry/exit points

60.00

9.5

50.00

40.00

30.00

20.00

10.00

N stdev e=———Ag actual e Agfcast e=$==buy ==ll=reduce

Source: Bloomberg, ISR Inc.

The results of the above experiment:

Long Short Total
Number of trades 14 13 27
Max return 86% 325 86%
Max drawdown -19% -29% -20%
Cumulative return 1983% 39% 2908%
% correct 64% 62% 63%
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Although no system is foolproof, we believe the signals generated assist in keeping investors out of
trouble in terms of adding to over-extended, high-risk positions and taking profits near statistical
anomalies, like the one we recently witnessed.

Aside from the statistically induced signal generation, we can also use the statistically implied silver price
relationship with debt and time to forecast silver prices into the future being able to use both — time and
scale. We note that this is an opinion based on statistical relationship that are based on historic numbers
and cannot in any way guarantee the implied outcome.

Based on recent (last two years) data and utilizing historical time/debt relationships, the model suggests
that US debt will reach $45 trillion by mid-2027. Based on historic time/debt/silver trends, a silver price of
US$80/0z is implied. In terms of potential statistical downside — an implied to model discount of 40%
(witnessed in 2011 following the last all time high selloff) and 45% (during the depth of the global
financial crisis), a silver price of $25-28/0z is possible. Trading at $48.63/0z as of Friday’s close, an
argument for an ‘asymptotic’ trade may be made (make $31 vs. lose $24).
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Conclusion

In conclusion, the theory — declining purchasing price of the dollar and its reflection in the price of gold

and silver is primarily the result of credit expansion — appears to be statistically supported. Further, this
relationship may be useful to model implied vs. actual metal prices and thus statistically significant low-
and high-risk entry points (i.e. increase exposure/decrease exposure signals). Further, the relationship
may be useful to model silver prices at a future point in time.

NOTE: * Definition of RSQ (R Squared) (source: Al)
R-squared (R?), also known as the coefficient of determination, is a statistical measure that quantifies the
proportion of the variance in a dependent variable that can be explained by one or more independent
variables in a regression model. It ranges from 0 to 1, where a value of 1 indicates that the model explains
all of the variability of the response data around its mean, and a value of 0 indicates that the model explains
none of the variability

FORWARD-LOOKING STATEMENTS
This publication contains certain “forward looking statements” and certain “forward-looking information” as defined
under applicable Canadian and U.S. securities laws. Forward-looking statements and information can generally be
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identified by the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “intend”, “estimate”,
“anticipate”, “believe”, “continue”, “plans” or similar terminology. The forward-looking information contained herein is
provided for the purpose of assisting readers in understanding management’s current expectations and plans relating
to the future. Readers are cautioned that such information may not be appropriate for other purposes. Forward-looking
statements and information include, but are not limited to, based on recent (last two years) data and utilizing historical
time/debt relationships, the model suggests that US debt will reach $45 trillion mid-2027. Based on historic
time/debt/silver trends, a silver price of US$80/0z is implied. In terms of potential statistical downside — an implied to
model discount of 40% (witnessed in 2011 following the last all time high selloff) and 45% (during the depth of the
global financial crisis), a silver price of $25-28/0z is possible. Trading at $48.63/0z as of Friday’s close, an argument
for an ‘asymptotic’ trade may be made (make $31 vs. lose $24); the practical application is the ability to better time
exposure to the precious metals sector, with a specific focus on silver; further, this relationship may be useful to model
implied vs. actual metal prices and thus statistically significant low- and high-risk entry points (i.e. increase
exposure/decrease exposure signals); and, further, the relationship may be useful to model silver prices at a future
point in time. Forward-looking statements and information are based on forecasts of future results, estimates of
amounts not yet determinable and assumptions that, while believed by management to be reasonable, are inherently
subject to significant business, economic and competitive uncertainties and contingencies. Forward-looking
information is subject to known and unknown risks, uncertainties and other factors that may cause the actual actions,
events or results to be materially different from those expressed or implied by such forward-looking information,
including but not limited to: the impact of general business and economic conditions; the absence of control over
mining operations from which Silver Crown will purchase gold and other metals or from which it will receive royalty
payments and risks related to those mining operations, including risks related to international operations, government
and environmental regulation, delays in mine construction and operations, actual results of mining and current
exploration activities, conclusions of economic evaluations and changes in project parameters as plans continue to be
refined; accidents, equipment breakdowns, title matters, labor disputes or other unanticipated difficulties or
interruptions in operations; Silver Crown’s ability to enter into definitive agreements and close proposed royalty
transactions; the inherent uncertainties related to the valuations ascribed by Silver Crown to its royalty interests;
problems inherent to the marketability of gold and other metals; the inherent uncertainty of production and cost
estimates and the potential for unexpected costs and expenses; industry conditions, including fluctuations in the price
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of the primary commodities mined at such operations, fluctuations in foreign exchange rates and fluctuations in
interest rates; government entities interpreting existing tax legislation or enacting new tax legislation in a way which
adversely affects Silver Crown; stock market volatility; regulatory restrictions; liability, competition, the potential impact
of epidemics, pandemics or other public health crises on Silver Crown’s business, operations and financial condition,
loss of key employees. Silver Crown has attempted to identify important factors that could cause actual results to
differ materially from those contained in forward-looking statements, there may be other factors that cause results not
to be as anticipated, estimated or intended. There can be no assurance that such statements will prove to be
accurate, as actual results and future events could differ materially from those anticipated in such statements.
Accordingly, readers are advised not to place undue reliance on forward-looking statements or information. Silver
Crown undertakes no obligation to update forward-looking information except as required by applicable law. Such
forward-looking information represents management's best judgment based on information currently available.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, securities of Silver Crown in
Canada, the United States or any other jurisdiction. Any such offer to sell or solicitation of an offer to buy the securities
described herein will be made only pursuant to subscription documentation between Silver Crown any and
prospective purchasers. Any such offering will be made in reliance upon exemptions from the prospectus and
registration requirements under applicable securities laws, pursuant to a subscription agreement to be entered into by
Silver Crown and prospective investors. There can be no assurance that forward-looking statements will prove to be
accurate, as actual results and future events could differ materially from those anticipated in such statements.
Accordingly, the reader is cautioned not to place undue reliance on forward-looking statements.



