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TRADING THOUGHTS
from THE VALUE VIEW GOLD REPORT

TRADING THOUGHTS is about  timely and profitable trading of precious metals. We do not believe every turn in the market
can be called. Our goal is that our recommendations should be profitable.  Profits are the goals, not trades. Do not expect all
recommendations to be profitable. No system can achieve that lofty goal. Our goal is simply to state whether conditions in the
precious metal’s market are favorable or not. Current investment strategy is bullish for Gold. Buy signals are issued when
appropriate. These signals are generally speaking for day they are issued. If price remains below signal price, buying can be
done. Do Not Buy signals are given when market is over bought, and buying is unwise. We are not issuing any sell signals in
a bull market. Blue triangles indicate an over bought condition. These would not be good times to buy. Software is
deleting legend. Don’t know why, but will try to overcome it.
 

In our Gold Thoughts that went out this
past week we talked of the lack of U.S.
money supply growth. If the quantity of
U.S. dollars is not increasing at a material
rate, then the value of the dollar relative
to other currencies, and Gold, cannot be
expected to fall. That has been the
situation for several months now.

Expectations of high U.S. inflation and a
depreciating dollar have not been
fulfilled. That situation might change, but
it is what is. Given that U.S. economic
growth is likely to again become
stagnate, we can expect the Federal
Reserve to take some kind of action.
However, with U.S. interest rates at low
levels, the Federal Reserve has little
room to maneuver. 

As the chart at the top of the next page
shows, the U.S. dollar has been in rally
mode for some time. The over bought
condition of the oscillator does suggest
that some kind of consolidation is likely
for the dollar. Offsetting that is the
general tendency of the markets these
days to over do every move. A sideways
movement of the dollar, given the
problems in the EU, would be a
reasonable expectation. That, however,
would not be supportive of $Gold moving
higher.

As the second chart on this page portrays,
the intermediate oscillator for $Gold is
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now over bought. $Gold would seem to
be ready to begin a third leg down. 

As the correction in $Gold is now in the
third month, some disappointment on the
part of traders is to be expected. Many
bought $Gold at the end of the year with
hopes of immediate gratification. That
reward has not been forthcoming. Those
buyers may now become sellers. The
move down to the next buy signal could
be more painful than many expect. Risk
remains to US$970.

AGAIN THOUGH, the long-term
prospects for the U.S. dollar are no
better today than they were a year
ago.The U.S. government has not shed
any of its bad financial habits.  As we
have said before, it is just not going to
crash today or next week.

The period from the next over sold
condition through the end of summer is
likely to be one that is unexciting for
$Gold. On this matter our view has not
changed. Barring the unforeseen
geopolitical event, $Gold will likely do
little between now and late August.

EU Gold, middle chart, is now over
bought. The EU is not going to collapse
due to the financial problems of Greece
and Spain, much to the disappointment of
many. A very similar situation exists with
California and Illinois, but we do not talk
of the U.S. disintegrating as a nation. EU
investors should defer buying Gold until
the next over sold condition develops.   

Canadian $Gold, bottom chart, has now
reached over bought. Another leg down
in price can be expected. Interesting
article appeared in Business Week on
Canadian banks and real estate this past
week. Author was trying to identify why
Canadian situation has not been as bad in
housing and banks as in other nations.
Despite the praise of the author, what was
portrayed is a situation where risk is high
and continues to rise. The risk level in
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Canadian housing is moving up to an
unsustainable level. Canadian housing
prices are at great risk of a substantial
fall. One that will not and cannot be
reversed. Canadian investors should use
the next buy signal on Gold to add to
holding. Gold may be your only defense
against the coming collapse of Canadian
housing prices.  

GB£Gold, top chart, has also joined the
over bought crowd. A move down to the
previous buy levels is likely to develop
over the month ahead. British investors
should defer buying Gold until lower
prices develop. When those lower prices
develop, buying should be aggressive.
Globally, the view on the future of the
British pound is decisively negative.
Economic and tax policies of British
government can only be viewed in
negative fashion. Longer term, British
investors need to be aggressive buyers of
Gold on price weakness.

China ¥Gold, middle chart, is now also
over bought. As the Yuan continues to be
loosely tied to the dollar, that condition is
to be expected. Buying should be
deferred until the next over sold
condition develops. China has moved to
slow the spending of the private sector.
That policy is now being extended to
lending by banks to local governments.
Some negative economic ramifications
may develop as a consequence of that
shift in policy. Higher domestic prices
are also expected as an alternative to
rasing the value of the Yuan. This
situation makes Gold extremely
important for Chinese investors, but we
want to buy that Gold at lower prices.

Indian Rupee Gold, bottom chart, is also
over bought. Buying should be deferred
during this period when Gold’s price is
being pushed higher by trading funds.
Indian investors should await lower
priced to do buying. The longer term case
for owning Gold remains, but let us try to
buy it at good prices.
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Silver  continues the process of
distributing the overhead supply that had
been accumulated by traders. The
markets for Silver and Gold have been
dominated for more than six months by
trading funds. Their footprints are readily
apparent in the trading activity. When
erratic up and down moves happen
intraday, that is fund activity not
investors. They, at this time, have large
positions in both held at a loss. They will
attempt to exit those positions with
minimal loss. Such is the nature of
overhead supply.

Silver investors should, at this time, be
patient. An opportunity to buy Silver at
lower prices between now and August is
extremely likely. Let the price come to
you, rather than chasing the market on a
particular day. Use a target at this
moment of below $15 to buy.

  

GDM, index of Gold stocks used for the
GDX ETF, is shown in the bottom chart.
We continue to use a box to identify the
channel in which GDM seems to be
moving. Buying of stocks should only be
done when GDM is moving toward the
lower edge of the channel.

The time between now and end of
summer is likely to develop into one
quite boring for stock investors. Watch
those you like and wait patiently for them
to come to you in price. If you miss it one
week, another chance will develop.
Barring some unforeseen geopolitical
event the stocks are unlikely to suddenly
takeoff leaving you behind.
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MVGDXJ , the index of junior Gold
mining shares used as the basis for the
junior Gold miners ETF, is in the top
chart. Another over bought condition
developed this past week. The bounce
from about 1,600 to 1,900 was a trading
mover, rather than the start of something
new. The risk in this index is likely to the
1,400 level, or lower. Be patient and do
not rush into the juniors at this time.

Again, the black line in the bottom chart
is the juniors index divided by the price
of $Gold. We don’t have much history on
this ratio, but it should help us identify
when the end of the slide in Gold, and the
stocks, has arrived. The box is an attempt
to identify the range in which this ratio is
moving. We expect to see some kind of
picture to develop in this ratio to help us
mark the end of the Gold complex’s
correction. Moving out through the top of
the box would then be some kind of
confirmation.

FINAL NOTE:  Markets that become
dominated by trading funds have
repeatedly become disappointments. Do
not let daily trading activity in Gold or
Silver influence your buying . . . 

Your Eternal Optimist;
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 Click to email me:  
ned@valueviewgoldreport.com

To subscribe to The Value View Gold Report use this link: www.valueviewgoldreport.com

TRADING THOUGHTS is published weekly, and distributed by e-mail. Email subscribers to THE
VALUE VIEW GOLD REPORT receive TRADING THOUGHTS as  part of an e-mail package
subscription to THE VALUE VIEW GOLD REPORT.  TRADING THOUGHT is not available by
regular mail. To receive TRADING THOUGHTS along with THE VALUE VIEW GOLD REPORT
click on a link at bottom of one of previous pages, or send check or credit card information to:
Schmidt Management Company, PO Box 846, Boca Raton FL 33429. Fax orders can be sent to 215-
243-7161. Our phone number to place an order is 561-447-0874.  Subscriptions can not be cancelled
or refunded. 
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