Gold = US$1,115.90 +23.50

TRADING THOUGHTS
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TRADING THOUGHTSIs about timely and profitable trading of precouetals. We do not believe every turn in the marke
can be called. Our goal is that our recommendasbosild be profitable. Profits are the goals,trexdes. Do not expect all
recommendations to be profitable. No system careaehhat lofty goal. Our goal is simply to statieether conditions in the
precious metal’s market are favorable or not. Gurievestment strategy is bullish for Gold. Buyrsits are issued when
appropriate. These signals are generally speakinddy they are issued. If price remains belowaligmice, buying can be
done. Do Not Buy signals are given when marketes dought, and buying is unwise. We are not iggainy sell signals in
a bull marketBlue triangles indicate an over bought condition. iese would not be good times to buy. Software is
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deleting legend. Don’t know why, but will try to overcome it.

In our Gold Thoughtghat went out this

past week we talked of the lack of U.S
money supply growth. If the quantity of

U.S. $ GOLD & S-T OSCILLATOR
Strategy: Emphasize Buys

U.S. dollars is not increasing at a materiy 2.0 $1,250
rate, then the value of the dollar relativ| 1 v v
to other currencies, and Gold, cannotif ;4 v gt M i
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Reserve to take some kind of actiof]
However, with U.S. interest rates at lov - $Gold = S-T Oscillator A S-TBuy

levels, the Federal Reserve has little

room to maneuver.

As the chart at the top of the next pag

U.S. $ GOLD & INTERMEDIATE OSCILLATOR

Strategy: Emphasize Buys

shows, the U.S. dollar has been in rall #° v $1,200
mode for some time. The over bough 2 Y VO R
condition of the oscillator does suggeq ¢ $1,100
that some kind of consolidation is likely 14 v A
for the dollar. Offsetting that is the| 12 v $1,000
general tendency of the markets thed 1.0 g
days to over do every move. A sideway| 0.8 N $900
movement of the dollar, given thgos l V \ \ l
problems in the EU, would be goa4 AV $800
reasonable expectation. That, howevq 0.2 VI \ \‘rl
would not be supportive of $Gold moving 0.0 $700
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V¥ Do Not Buy

As the second chart on this page portray

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.

Silver = US$16.3880.

Vol. 2010-288 27 FEBRUARY 2010

As the correction in $Gold is now in the
third month, some disappointment on th
part of traders is to be expected. Man
bought $Gold at the end of the year wit
hopes of immediate gratification. Tha
reward has not been forthcoming. Thos
buyers may now become sellers. Th
move down to the next buy signal coul
be more painful than many expect. Ris
remains to US$970.

AGAIN THOUGH, the long-term
prospects for the U.S. dollar are no
better today than they were a yea
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ago.The U.S. government has not she

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 solg
condition through the end of summer i
likely to be one that is unexciting for|
$Gold. On this matter our view has ng
changed. Barring the unforesee
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 collaps
due to the financial problems of Greec

EURO GOLD & INTERMEDIATE OSCILLATOR
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and Spain, much to the disappointment

T

many. A very similar situation exists with
California and lllinois, but we do not talk
of the U.S. disintegrating as a nation. E
investors should defer buying Gold unti
the next over sold condition develops.

Canadian$Gold, bottom chart, has now
reached over bought. Another leg dow|
in price can be expected. Interestin
article appeared iBusiness Weekn

Canadian banks and real estate this p3
week. Author was trying to identify why
Canadian situation has not been as bad
housing and banks as in other nation
Despite the praise of the author, what w4
portrayed is a situation where risk is hig

CANADIAN $ GOLD & INTERMEDIATE OSCILLATOR
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and continues to rise. The risk level in
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Canadian housing is moving up to an
unsustainable level. Canadian housina

prices are at great risk of a substanti GB POUND GOLD & INTERMEDIATE OSCILLATOR

fall. One that will not and cannot bg Strategy: Emphasize Buys
reversed. Canadian investors should u
the next buy signal on Gold to add t
holding. Gold may be your only defensq
against the coming collapse of Canadig -
housing prices.
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GB£Gold, top chart, has also joined thq
over bought crowd. A move down to thq
previous buy levels is likely to develog = £500
over the month ahead. British investor Vv £450
should defer buymg Gold until lower| 15.0509 10.0709 4.0909 30.1009 28.1209 23.0210

prices develop. When those lower price
develop, buying should be aggressivg

£550
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Globally, the view on the future of the

British pound is decisively negative CHINA YUAN GOLD
Economic and tax policies of British
government can only be viewed i

Intermediate Oscillator

negative fashion. Longer term, British ig 8,500

investors need to be aggressive buyers|

Gold on price weakness. 14 7,500
1.2

China ¥Gold, middle chart, is now also| 10 6,500

over bought. As the Yuan continuestoly os

loosely tied to the dollar, that conditionig o6 5,500

to be expected. Buying should bq ©4

deferred until the next over sold %2 2500

condition develops. China has moved | 50400 220609 16,0808 141009  10.1209 _ 9.0210
slow the spending of the private secto
That policy is now being extended tg - $Gold = Oscillator A Buy

lending by banks to local governmentss:

Some negative economic ramification
may develop as a consequence of th
shift in policy. Higher domestic prices Strategy: Emphasize Buys
are also expected as an alternative
rasing the value of the Yuan. Thiqw
situation makes Gold extremelyt
important for Chinese investors, but w
want to buy that Gold at lower prices.

INDIA RUPEE GOLD & INTERMEDIATE OSCILLATOR
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during this period when Gold’s price ig
being pushed higher by trading fundg,,
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priced to do buying. The longer term cas - Rupee Gold
for owning Gold remains, but let us try td
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buy it at good prices.
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Silver continues the process of
distributing the overhead supply that hal
been accumulated by traders. Th
markets for Silver and Gold have bee
dominated for more than six months b
trading funds. Their footprints are readily
apparent in the trading activity. Wher
erratic up and down moves happe
intraday, that is fund activity not
investors. They, at this time, have larg
positions in both held at a loss. They wil
attempt to exit those positions with

.. . 0.0
minimal loss. Such is the nature ofis0s09 9.0709 1.0909  23.1009 161209  10.0210

overhead supply.
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Silver investors should, at this time, b

patient. An opportunity to buy Silver af
lower prices between now and August i
extremely likely. Let the price come td
you, rather than chasing the market on
particular day. Use a target at thi
moment of below $15 to buy.
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GDM, index of Gold stocks used for thd
GDX ETF, is shown in the bottom chart
We continue to use a box to identify th
channel in which GDM seems to b
moving. Buying of stocks should only bd
done when GDM is moving toward the
lower edge of the channel.

The time between now and end ¢
summer is likely to develop into one
quite boring for stock investors. Watch
those you like and wait patiently for then
to come to you in price. If you miss it oné

GOLD STOCK INDEX(GDM) INTERMEDIATE
Strategy: Emphasize Buys
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Barring some unforeseen geopoliticd
event the stocks are unlikely to sudden

= GDM e Oscillator A Buy
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takeoff leaving you behind.
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MVGDXJ, the index of junior Gold
mining shares used as the basis for t

o

junior Gold miners ETF, is in the top|
chart. Another over bought conditior
developed this past week. The boung
from about 1,600 to 1,900 was a tradin
mover, rather than the start of somethin
new. The risk in this index is likely to the
1,400 level, or lower. Be patient and d
not rush into the juniors at this time.

Again, the black line in the bottom char
is the juniors index divided by the pricd
of $Gold. We don’t have much history or
this ratio, but it should help us identify
when the end of the slide in Gold, and th
stocks, has arrived. The box is an attem
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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 u
mark the end of the Gold complex’d
correction. Moving out through the top o
the box would then be some kind o
confirmation.

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

Your Eternal Optimist;

RATIO: JUNIORS / $GOLD
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