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Axel Merk, President and CEO of Merk Investments, joins Jane
King in a conversation about tariffs and trade and how gold and
gold mining fit into the current equation. He said President
Trump’s efforts to balance trade are acting as a “wrench thrown
into the global financial system,” thereby distorting U.S.
influence and impacting financial flows. Prices for gold are rising
now because the world is becoming less efficient and making

everything more expensive, Merk emphasized. “Investors realize

that this is going to be a very rough road,” he added, emphasizing

that this is not just volatility shock, but a “profound” retooling of the economy. Merk also discussed
ASA Gold and Precious Metals Limited, a professionally managed, diversified precious minerals
closed-end investment company with the NYSE ticker symbol ASA.

Review the ASA fund profile (https://cefdata.com/funds/asa) at CEFData.com

(https://cefdata.com). Visit AICA’s website to learn more about Merk Investments
(https://aicalliance.org/aica-member-profile-merk-investments)

JANE KING: Axel Merk is the president and CEO of Merk Investments, and I look forward to
talking to you, Axel, about tariffs and trade and the economy. I mean, there's so much that's
happened since the last time we talked, and I know you wrote this really fascinating paper.,
one of the themes is the plumbing of the financial system and how it's changing. Explain your
thesis there, and go into detail about how you see things and what we're going through right

now.
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AXEL MERK: Yeah, great to be with you again. There are profound changes on the way that I
don't think people fully appreciate yet. The simplest way to think about it, most have heard
about the Trader Joe’s trade analogy where consumers have a trade deficit with their
supermarket. Imagine that the trade were by force balanced, not only would we buy fewer
goods, but importantly, the supermarket makes less money because less cash wouldn't flow
in that direction, and that is precisely the sort of wrench that's thrown into the global
financial system and financial flows are impacted. We've seen long-term bond yields rise,
and that's because more financing of a deficit has to come domestically when trade gets
impacted, that creates pressure on the Federal Reserve. It provides a quote unquote
“incentive to cut deficits”, but importantly, many people may not appreciate the US acts like
a giant bank or hedge fund where people are borrowing US dollars to invest for higher
[inaudible 0:01:50] and returns abroad, and that's the exorbitant privilege we have in the us,
we're throwing a wrench into that. Now, by all means Mr. Trump is tactical in his approach,
and so this is not some absolute change. That said, because he really doesn't like trade
imbalances and has said so since the 1980s, [ do think there's some profound changes. And
we mentioned this in the context of gold and gold mining that we focus on, because most
people have noticed that the price of gold has been on quite a tear, and that's [ think a direct
side effect of that, addressing many of these challenges, including the pressure on the Federal
Reserve, including the economic slowdown, including the sort of tough stuff the Fed is in, but
let me have you chime in with a question before I continue too much.

JANE KING: Well, just as you were speaking I started to have this feeling that we're really
shifting from a consumer-oriented economy to more of a manufacturing one. At least I think
that's the goal here, trying to bring manufacturing back to the US.

AXEL MERK: Well, two thirds of the economy is consumer-based, so that clearly has a
profound impact. When you trying to re-jig an economy to be more manufacturing based,
you can use what I call carrots and sticks, we've seen a lot of the, the sticks. Clearly there are
also carrots one can use, including deregulation, including tax incentives, [inaudible 0:03:20]
investment has proposed to let factory investments be a hundred percent written off,
including the appreciation of buildings. But you also have to keep in mind that in order to
make an investment, you need to have clarity on rules and regulation, and to one those to my

pet peeves, one thing that's not mentioned a lot is you need to have fiscal sustainability. If
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you don't think the government has fiscal sustainability, you have to take into account that
taxes will rise, inflation will go up, or there will be some other sort of expropriation. And so
while by all means, I think the quote unquote “carrots” will be emphasized more in the
months to come, after having received or seen many of these quote unquote “sticks”, the
reason why the price of gold has been moving higher is because I think investors realize that
this is going to be a very rough road, and a lot more money may need to be spent and quote
unquote “incentives” need to be provided, that ultimately are beneficial for the price of gold.
And we haven't even mentioned what's happening in the rest of the world, where, for
example, Europe wants to spend over a trillion in defense and other spending and whatnot,
and so one way to think about all of this is the world is becoming less efficient, to use an
investment term, and makes everything quote unquote “more expensive”, and that by
implication helps the price of gold and ultimately the gold miners.

JANE KING: Yeah. And what about the US dollar, that has weakened quite a bit lately. I mean,
what do you think about that? Do you expect that to continue?

AXEL MERK: Well, putting it into the context of this changing plumbing, historically when the
US is kind of the bank of the world, it's not just Americans that [inaudible 0:05:05] for greater
returns abroad, it's also foreigners that do that, and that's basically a short on the dollar, and
that is why in a risk-off environment, historically the dollar tends to rally. We haven't seen
that happen of late, and that started to change a few years ago when the dollar started to be
weaponized providing a quote unquote “incentive” for governments not aligned with the US
to diversify out of the US dollar. And if you think about what's been happening since quote
unquote “Liberation Day”, foreign governments really are scratching their head and saying,
“We don't want to be in this situation again.” And not to be neglected, he US stock market has
outperformed just about every market in the world for a long time, and so we are seeing a
rebalancing of that at the very least. | happen to think it's more profound than that. In the
short term, by the way, a lot of what we've seen in recent weeks might be mostly a quote
unquote “volatility shock” of that de-leveraging, and I think the more profound thing is going
to happen in the months and years to come where the economy gets re-tooled.

JANE KING: Very interesting. Finally, Axel, let's talk about what's been happening with ASA.

Can you bring us up to date with investors, if they have any questions or concerns?
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AXEL MERK: So a few things. On the investment side, many people are aware presumably, we
invest in gold miners, they have had substantial benefit from that. We haven't talked much
about that. It's one of the ways that people can look for diversification in this environment.
We focus more on the junior miners, there we've seen a lot of attention because a lot of
investors have been disappointed with the major producers. In recent weeks, of course all
tides have been moving higher. On our website, we go into great detail on that. The other
thing you may be alluding to, there's a lot happening on the corporate side. I can't go into
that here, but anybody with questions is more than welcome to reach out to the board.

JANE KING: Okay, Axel, thank you so much for your insights.

AXEL MERK: My pleasure.

JANE KING: Thank You.
Recorded on May 16", 2025

To request a particular topic for The NAVigator podcast please send an email to:
TheNA Vigator@AICalliance.org

Click the link below to go to the home page of Active Investment Company Alliance to learn more:
https://AlCalliance.org/

Disclosure: Views and opinions expressed are for informational and educational purposes only as of the
date of production/writing/speaking and may change without notice at any time based on a multitude of
factors. Speaker's/presenter's/author's opinions are their own and may not necessarily represent the
opinions of AICA, its Board, or its staff. Materials may contain “‘forward-looking” information that is not
purely historical in nature, such as projections, forecasts, market return estimates, proposed or expected
portfolio composition, and other items. Listed closed-end funds and business development companies trade
on exchanges at prices that may be above or below their NAV:s.

There is no guarantee that an investor will be able to sell shares at a price greater than or equal to the
purchase price or that a closed-end fund's discount will narrow. Non-listed closed-end funds and business
development companies do not offer investors daily liquidity but rather offer liquidity on a monthly,
quarterly or semi-annual basis, often on a small percentage of shares. Closed-end funds often use leverage,
which can increase the fund's volatility (i.e., risk). Actual distribution amounts may vary with fund
performance and other conditions. Past performance is no guarantee of future results. This material is not
intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold
a security or an investment strategy, and is not provided in a fiduciary capacity. Shares of closed-end funds
are subject to investment risks, including the possible loss of principal invested. Closed-end funds
frequently trade at a discount to their net asset value (NAV).
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