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Gearing Down

As I review the first quarter of the 2017 Goldmoney fiscal year, the image 
that comes to mind is that of a bicycle racer climbing a long hard hill. At a 
certain point that rider has to gear down as the grade increases.

In spring of 2015, this company started out as Bitgold Inc. with its Internet 
platform allowing people of even very modest means the ability to buy, 
store and spend gold. It was a novel concept and spread like wildfire in no 
small measure due to its affiliate programs. While the account sign-ups 
were impressive, often exceeding 100,000 per month, the total amount of 
gold on the platform and the transactions with that gold were, in fact, still 
quite modest.

Then a very fortuitous thing happened. Roy Sebag, co-founder of BitGold, 
met James Turk, founder of GoldMoney. In July 2015, they joined forces 
when BitGold acquired GoldMoney and its well-established precious metals 
dealing and vaulting business. Overnight the Company now had customer 
assets under management in excess of $1.6 billion.

At first, some observers had reservations about this combination given that 
GoldMoney was not profitable at the time. Nevertheless, BitGold 
management saw the potential of the combination and felt there were 
serious synergies to be had by combining operations. The “old” GoldMoney 
business is now known as Goldmoney Wealth.

We now see the wisdom of that decision: the Goldmoney Wealth division 
generated $2,122,633 of profits in the latest quarter. Management sees a 
clear path to profits in that division of over $10 million a year.

Over the past six months or so, management made the tough decision to 
rebrand the business for the future. While “BitGold” was a catchy and 
popular name, it suffered by constantly being confused with “Bitcoin”. 
BitGold was not a cryptocurrency and did not use the blockchain as the 
foundation of its business, but far too many people assumed otherwise. 
This confusion had to be addressed, especially given the volatility of Bitcoin 
and its history of high-profile Bitcoin thefts.



The Company decided to adopt “Goldmoney” as its unifying brand theme. 
The “old” GoldMoney that James Turk founded over 15 years ago enjoyed 
an excellent reputation and had the trust of its clients. The fundamental 
mission of the Company is to provide a sound currency alternative based 
on gold: gold money! So now its services are known as “Goldmoney 
Personal”, “Goldmoney Business” and “Goldmoney Wealth”.

A new unified website, goldmoney.com, has been launched. One very 
popular new feature is the Real Time Audit page which features a world 
map indicating network activity in real time at vaults around the world. It 
shows that as of early August the Company has 1.16 million accounts, 
$1.89 Billion Customer Assets, and over $11.8 Billion in Transactions.

It continues to invest over a million a month in marketing and promotion 
and signs up tens of thousands of new accounts monthly. 

Yet one gets the sense that the Company has shifted gears from an 
emphasis on attracting new customer sign-ups to one of operating the 
world’s most advanced and largest private gold money network.

Schiff-ting Gears

Last month, the company announced that it had entered into an agreement 
with well-known gold advocate, Peter Schiff, to acquire Schiff Gold. This 
acquisition is expected to be completed in September 2016. Like the 
GoldMoney acquisition, the Schiff Gold acquisition will bring new members, 
customer assets, and profits to the company. 

Management has indicated that it has an appetite to undertake one 
sensible acquisition a year. My own expectation is that the Schiff Gold 
acquisition will help the company turn profitable all the sooner.

http://goldmoney.com


Operating Expenses

What does it cost to run 
this company? What’s 
the operating nut?

Advertising and 
Promotion is still the 
biggest expense. While 
Goldmoney enjoys a 
period of little effective 
competition, 
management sees these 
expenses in advertising 
and promotion as akin to 
capital expenses. They 
are an investment in 
establishing its network 
and increasing the 
network effect, as well 
as building a moat 
around its business.

Service Provider fees have increased with the growth of the network. We 
can expect these fees to increase as traffic on the network grows. Users 
will expect execution times to remain at a high level.

Payroll expenses and General & Admin expenses seem to be well under 
control. The Company runs a lean team but is still trying to find the right 
balance between customer support levels and costs. It is no easy task to 
look after a growing body of customers from over 150 different countries 
and a Babel of languages.

Operating Costs for 3 months ending June 2016
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Technology development costs continue at a steady, measured pace as 
improvements continue to be made in network services and features. I take 
great comfort in the fact that I have never seen a major network breakdown 
since it was launched in May 2015. The development team, led by 
Alessandro Premoli, has been able to deliver a steady stream of new 
features without disrupting the day-to-day system. Goldmoney is a FinTech 
company at heart and they must continue to innovate in order to thrive.

As expected, Professional fees have decreased over time as the corporate 
structure has been put into place. Acquisitions, financings, and regulatory 
challenges will always require some level of fees but these are usually 
known and manageable.

Taken together, the above expenses run to about $3 million a quarter. They 
have to be paid for with cold hard cash.

In addition, there are a few other expense items that affect profitability. 
Depreciation, Stock-based Compensation, and Foreign Exchange Fees are 
such examples.Total operating expenses were $4,282,604.

So we see that it takes at least a million dollars a month to keep the lights 
on and the servers running.

REVENUES
So where is this money coming from? How are sales?

The Company made:
Gross margin on metal sales$1,360,861
Fees $  654,814
Gain on metals inventory       $  841,951
Gross Profit             $2,857,626

So gross profits are running almost at $1 million a month. However, it is 
unlikely that the gains on inventory will continue at such levels. The real 
bread and butter revenues come from the metal sales and the fees. These 



need to increase to the $5 million level before the Company enjoys 
consistent profitability.

Revenue growth may be aided by the following:
• Ongoing increases in the price of precious metals. Gold has stayed 

strongly above $1300 per oz recently.
• The acquisition of Schiff Gold and the ongoing promotion of the company 

by Peter Schiff.
• The increased take-up of the Goldmoney Business features. These 

amount to a “PayPal in Gold”.
• The continuing trend towards negative interest rates and currency 

devaluations globally.
• The potential of a strategic partnerships with major financial institutions.

Climbing That Mountain

Goldmoney is on a mission to offer the world’s citizens a sound money 
alternative based on gold and enabled by advanced technology. That is 
one helluva mission to set for itself.

It’s hard to get millions, possibly billions, of people to change their 
understanding of and habits of money use. It’s a big mountain to climb. 

In my view, it is not unlike the mission Steve Jobs undertook to change 
people’s view of and use of computers and other intelligent devices. Yet, 
Apple is proof that it can be done.

If you gear down and peddle hard.


