The Gold-to-Silver ratio

5,000 Years of Monetary Evolution

You know what'’s fascinating? We obsess over the gold-to-silver ratio, chart it, trade it,
theorize about manipulation... but we rarely ask the more basic question: how did we
get here? Queen Puabi of Ur went to her grave in 2600 BCE wearing a golden
headdress weighing several pounds, surrounded by golden lyres and vessels. Her
silver? Probably spent before she died. That’s the fundamental difference, visible
even in humanity’s

earliest civilizations.
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has undergone the
most dramatic shift:
once valued primarily as money and sacred material, it now serves as an
irreplaceable component in solar panels, smartphones, and electric vehicles—getting
permanently consumed. Understanding what people actually did with these metals
throughout history explains why that ratio exists at all, and why historical

comparisons might be measuring the wrong thing entirely.



Queen Puabi's gold headdress

In Mesopotamia and Sumeria (5000-2000
BCE), both metals served distinctly
different social functions. Gold
concentrated among royalty and
temples—the Royal Tombs of Ur (c. 2600
BCE) yielded extraordinary treasures
including Queen Puabi’s elaborate gold
headdress, the solid gold Helmet of
Meskalamdug, and the gold-headed Great
Lyre. Silver, meanwhile, functioned as the primary commercial currency. The

Akkadian word for silver literally meant “money,” as it circulated in weighed coils and
ring forms. A standardized system emerged: the shekel (8.3 grams), mina (60
shekels), and talent (60 minas) became the weight standards influencing commerce
for millennia.

Mesopotamian coins
The gold-to-silver ratio in Mesopotamia stabilized at approximately 11-12:1—a figure
remaining remarkably consistent across many ancient civilizations.

Egyptian silver coffin

Ancient Egypt (4000-1000 BCE) presents a fascinating
inversion: silver was initially more valuable than gold.
This counterintuitive ranking arose from simple
scarcity—Egypt possessed abundant gold deposits in
Nubia (the name itself derives from “nub,” Egyptian for

gold) but virtually no silver mines. Old Kingdom
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documents list silver items above gold items, following Egyptian custom of ranking
valuables from most to least expensive.

Tutankhamun'’s death mask

Gold’s religious significance was profound.
Egyptians considered gold “nebu”—the
imperishable flesh of the gods, associated
with the sun god Ra. Tutankhamun'’s death
mask, weighing 10.23 kg (22.5 pounds) of
primarily 23-karat gold, exemplifies this
sacred function. Silver represented the
bones of the gods and was associated with
the moon. The ratio shifted dramatically by
the Middle Kingdom as increased imports
from Anatolia and the Aegean made silver
more available, eventually settling at
approximately 2:1 (gold to silver).

Athens’ silver owl

The Classical Greek and Roman period (1000 BCE-500 CE) transformed precious
metals into sophisticated monetary systems. Athens'’ silver tetradrachm—the

famous “owl”"—became the Mediterranean’s premier trade currency, accepted from
Spain to India due to its exceptional 90% silver purity. A single drachma equaled a

skilled worker’s daily wage.

The Laurion silver mines proved decisive in world history. Located south of Athens,
these mines at peak production yielded up to one million ounces annually,
representing 25% of Athenian state wealth. When a rich new vein was discovered in
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483 BCE, Themistocles convinced the Assembly to build 200 triremes—the fleet that
defeated the Persian invasion at Salamis. An estimated 20,000 slaves worked these
mines, producing over 3,500 tonnes across their operational history.
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Rome’s monetary system achieved remarkable sophistication. The silver denarius
remained stable for nearly 300 years, while the gold aureus served for larger
transactions at a ratio of 25 denarii per aureus. Roman legionaries earned 112.5
denarii annually during the Republic, later doubled by Julius Caesar. Spanish silver
mines, captured from Carthage in 209 BCE, funded Roman expansion—the mines
near Carthago Nova alone produced 35 tonnes annually according to Polybius.

Byzantine solidus

The Byzantine solidus
earned its reputation
as “the dollar of the
Middle Ages” through
an unprecedented
achievement: 700
years of maintained
weight, dimensions,
and purity (4.45
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grams of gold at 95.5-98% purity).

From Constantine I's reign through the 10th century, this stability made the solidus
the trusted currency across Europe, the Middle East, and Asia—from Viking hoards in
Scandinavia to trading posts in Sri Lanka. Byzantine tax collectors demanded
payment in gold solidi, and soldiers received their wages in this currency, cementing
its role as the monetary standard.

Islamic golden dinar

Islamic coinage (from 692 CE) established parallel systems. The gold dinar (4.25
grams) and silver dirham (2.975 grams) bore religious inscriptions including the
shahada and Qur’anic verses, reflecting Islamic prohibitions against human imagery.
These coins became essential on Silk Road trade routes, with the dinar influencing
currencies still used today.

Medieval silver penny
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Medieval Europe (500-1500 CE) witnessed a stark division: gold served the Church
while silver served commerce. Church treasuries accumulated gold reliquaries,
chalices, and illuminated manuscripts—the Second Council of Nicaea (787 CE)
mandated that no altar could be consecrated without relics, driving enormous
demand for gold reliquary production. Meanwhile, the silver penny was often the only
coin minted in Western Europe for centuries, making silver the backbone of
commercial life.

Ancient Chinese coinage

China'’s silver demand drove much of global metal flows. During the Song Dynasty
(960-1279), the government collected 18 million ounces (510,000 kg) of silver in
taxes in 1120 alone. After paper money experiments failed catastrophically, silver
became China'’s de facto currency during the Ming Dynasty—creating the arbitrage
opportunity that would reshape global trade.

The silver mines of Potosi (watercolour - ~1585 AD)

The Age of Discovery
(1500-1800) unleashed
unprecedented quantities of
precious metals. Cerro Rico de
Potosi in present-day Bolivia has
yielded an estimated 60,000
metric tons of silver since its
1545 discovery. At its peak
around 1600, Potosi produced

60% of all silver mined in the
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world. The wealth attracted such massive migration—miners, merchants,
administrators, support workers—that by 1650 the population reached approximately
200,000, making it larger than London or Paris at the time and the most populous
city in the Americas.

Where did this silver flow? The paths were multiple and revealing:
e To Spain: 25,000 tons reached Spain by 1600, funding Habsburg wars
across Europe
e To China via Manila: The Manila Galleon trade (1565-1815) shipped
approximately 100-400 million pesos of silver to China, which offered silk
at prices yielding 100-300% profits
e To Mughal India: Around 80% of Mughal imports consisted of bullion,
mostly silver, exchanged for cotton and silk textiles
The “Single Whip” tax reforms of the 1580s required Chinese subjects to pay taxes in
silver, cementing silver as China'’s primary currency. One ounce of gold bought 11
ounces of silver in Amsterdam but only 5-6 ounces in China—this arbitrage drove the
global silver trade for centuries.

Consumer prices in European cities in grams of silver (1300-1600)
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The Price Revolution saw European prices rise approximately sixfold over 150 years
(roughly 1.2% annual inflation), fundamentally reshaping European economies and
contributing to multiple Spanish state bankruptcies despite the empire’s apparent
wealth.


https://substack.com/redirect/34380de3-3327-474a-8b96-6c0b5e7a8ee9?j=eyJ1IjoiNGFpdzNtIn0.3qyzOFd_z8nfeFRURM1KuoR77GGi-CtanKBMoh7XD1s
https://substack.com/redirect/7cf517d1-42a6-4859-9ad0-8099fe9f61bb?j=eyJ1IjoiNGFpdzNtIn0.3qyzOFd_z8nfeFRURM1KuoR77GGi-CtanKBMoh7XD1s

Germany'’s adoption of the ‘_”_’.,“l’xﬂ"im' H. R. 2934.
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bimetallism.
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The GSR rose dramatically: from 15.9:1 (1873) to 16.6:1 (1875) to approximately
34.5:1 by 1900. William Jennings Bryan's 1896 “Cross of Gold” speech rallied the
Free Silver movement, but McKinley’s victory sealed gold’s monetary dominance. The
Gold Standard Act of 1900 formally codified what policy had already achieved.
Central banks today hold virtually zero silver reserves while maintaining
approximately 37,755 metric tonnes of gold collectively. This institutional
abandonment of silver—compared to its 3,000-year history as primary
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money—reflects path dependency from 1870s policy choices rather than inherent
monetary superiority.
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The Industrial Revolution (1800-1900) introduced silver’s first major industrial
applications. The daguerreotype (1839) used silver-plated copper sheets treated with
iodine vapor to create light-sensitive silver iodide—photography would eventually
become silver's largest industrial consumer. Silver nitrate had been used medicinally
since Paracelsus (1520), but the 19th century saw systematic medical applications.

Exquisite early Victorian silverware

The Comstock Lode discovery (1859) in
Nevada dramatically increased silver
availability, enabling the “great silver
services of the Victorian era.” Elaborate
silverware sets could contain up to 300
place settings, with individual settings
comprising 24 pieces—the burgeoning

middle class embraced silver tableware
as accessible luxury.
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The 20th century (1900-2000)
witnessed silver’s transition from
primarily monetary to industrial
material. Photography’s silver
consumption reached
extraordinary levels before digital
disruption: global photographic
silver demand peaked at 267

million ounces in 1999,
representing 25% of total silver fabrication demand. The decline was precipitous: by
2013, photographic demand had fallen 70%, and by 2020 to approximately 30 million
ounces (88% decline from peak). Today photography represents less than 3% of
silver demand.

Electronics filled this gap and eventually exceeded it. The timeline shows
accelerating adoption: transistor invention in the 1950s made silver essential in
semiconductor manufacturing, printed circuit boards emerged in the 1960s with
silver conductive traces, the 1980s consumer electronics boom drove demand for
electrical contacts, and from the 1990s onward surface mount technology increased
silver use in miniaturized components. Electronics became silver's largest industrial
application.

The monetary transformation was complete by 1971. Silver left U.S. circulating
coinage in stages (1965 for dimes and quarters, 1970 for half dollars), while Nixon's
closure of the gold window in 1971 ended the last link between gold and monetary
systems.

Solar panels on rooftops

The modern era (2000-2025) has
made silver essential to the energy
transition. Solar photovoltaic
demand exploded from negligible
levels in 2000 to 20% of total
demand in 2025. Silver paste printed
on silicon wafers creates conductive
pathways capturing electrons when

sunlight strikes cells—silver’s
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unmatched electrical conductivity makes it irreplaceable. Electric vehicles contain
25-50 grams of silver versus 15-28 grams in conventional vehicles, spanning battery
management systems, electric motor contacts, power inverters, and charging
infrastructure.

Electronics and electrical applications consumed 254 million ounces in 2024,
spanning semiconductors, printed circuits, RFID tags, switches, and 5G
infrastructure. Al data centers use 2-3x the silver content of traditional facilities.
Medical applications continue evolving, with over 123 FDA-cleared silver wound
dressings available and the nano silver market valued at $2.8 billion in 2024,
projected to reach $8.4 billion by 2034.

Total 2024 silver demand reached 1.16 billion ounces, with industrial fabrication
representing 680.5 million ounces (59%). Gold'’s industrial demand, by contrast,
accounts for just 7% of total consumption—the divergence is complete.
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As of December 2025, gold trades near $4,245/0z while silver reached
$60/0z—breaking its 45-year ceiling set during the Hunt Brothers episode. Silver has
gained +90% year-over-year versus gold’'s +60%, compressing GSR from April 2025’s
105:1 toward current levels of approximately 70-80:1.

Physical market stress indicators have reached notable levels: LBMA free-floating
silver inventories around 135 million oz, COMEX silver inventories at 476.3 million oz
(down 25% from 2022 peak), with 54.5 million oz withdrawn since October 1. Silver
lease rates have entered “extreme” territory five times in 2025.
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Central banks purchased an estimated ~860 metric tonnes of gold in 2025, marking
a moderation from the exceptionally strong 2022-2024 period but still a historically
elevated level of official-sector demand. Buying remained diversified, with continued
accumulation from emerging-market central banks.

Physical silver investment is projected to reach ~208 million ounces in 2025,
modestly higher than the previous year, supported by strong retail bar-and-coin
demand. Global silver ETF holdings are expected to end 2025 at around 1.18 billion
ounces, with a total market value approaching $45-48 billion, extending the new

record set earlier in the year.

The gold-to-silver ratio is a measurement, not a prophecy. It reflects what these
metals do, not what they “should” be worth. For 5,000 years they did the same
thing—serve as money. The ratio stayed around 15:1.

Now their functions have diverged completely.

Gold merely sits in vaults, accumulating. Silver gets permanently consumed at 680
million ounces annually—embedded in products, buried in landfills, unrecoverable at
current prices. That destruction should create scarcity. The ratio of 80:1 suggests
the market prices this consumption as value destruction rather than supply
reduction. Yet Earth’s crust contains silver at roughly 15-17 times the abundance of
gold—and we're actively removing accessible silver from circulation through
industrial use. A ratio closer to 5:1 would better reflect this dynamic, and continued
destruction could push it even lower over time as above-ground stocks deplete.
Maybe the ratio should reflect geological scarcity plus consumption dynamics. Or
maybe it should just track whatever central banks decide to hoard. Instead it's 80:1,
which satisfies nobody and makes sense to No1. Which probably means the market
hasn't figured out what silver is anymore either.
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