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THE BREXIT EFFECTS
This month everyone was spooked about Brexit and 

its aftermath. And why not?
Initially it cost investors $2 trillion as stocks plunged 

around the world in the worst one day drop ever. Then 
the market rebounded strongly, with the S&P500 and 
the Dow Industrials hitting new record highs. The vola-
tility has been head-spinning. So what’s going on?

The key word is uncertainty. It’s been driving all the 
markets and it’s not going away any time soon. The 
Brexit hangover is going to linger. The repercussions 
are going to be felt far and wide, and you want to be 
prepared.

For what it’s worth, Alan Greenspan says Brexit is 
only the tip of the iceberg for Europe, and another debt 
crisis is inevitable.

It’s still to be seen if it’s going to be that bad, but 
there is cause for concern... the IMF says the Brexit 
effects are going to hurt global growth. And with growth 
already struggling, this increases the odds of an eco-
nomic slip into a recession.

Brexit and its repercussions are much larger than 
just the U.K. For instance, other countries are saying 
they want to leave the European Union (EU) too, and 
that’s the biggest concern. If they do, it would indeed 
upset the apple cart in a big way. 
A SAFE HAVEN YEAR

But at this point, we don’t know 
what’s going to happen. This is all 
speculation and with the new Prime 
Minister Theresa May taking over 
this week, we’ll just have to wait and 
see.

In the meantime, the safe havens 
are loving all of this uncertainty. 
They’ve been surging and they’ve 
clearly been the top performing mar-
kets this year (see Chart 1).

Thankfully, we’re well positioned 
in this environment, with gold, silver, 

gold and silver shares, and long-term U.S. government 
bonds making up 70% of our recommended portfolio.

So even though stocks are now also rising strongly, 
we’re still better off in the metals related markets and 
bonds. That’s where the real gains are. Plus, stocks are 
higher risk. They’re also volatile and vulnerable.

This will likely continue as long as uncertainty pre-
vails, which could be for a long time. Why? Because 
uncertainty breeds nervousness and fear. And that in 
turn drives the safe havens higher.
BEST SAFETY 

Gold, for example, has been the safe haven of choice 
for thousands of years. It’s the only international cur-
rency accepted and known throughout the world. It’s 
rare, safe and portable, and that’s what makes it so 
special.

Silver is often referred to as, “the poor man’s gold” 
because it’s less expensive. Nevertheless, when gold 
goes up, so does silver. And as we’re now seeing, it then 
tends to take off and soar, outperforming gold.

Government bonds are considered safe investments 
because there’s less chance of a country going broke 
than a company. And since the U.S. economy is the 
biggest in the world, and U.S. interest rates are higher 
than rates in most other countries, that makes U.S. 
government bonds especially attractive.

Cash and international currencies are also good 
safe havens. By keeping some cash 
reserve you’ll be ready to take advan-
tage of good opportunities when they 
pop up. But in the meantime, you’ll 
be safe and liquid.

The reason we like the currencies 
is because they’ll go up as the U.S. 
dollar declines. And since gold and 
the U.S. dollar generally move in op-
posite directions, gold’s rise is going 
to keep downward pressure on the 
dollar.

So that’s the safe haven story in 
a nutshell.
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THE INTEREST RATE DILEMMA
The other big area of concern is what’s 

happening on the interest rate front...
Increasingly, more interest rates are 

going negative. Currently, for instance, 
over $11 trillion in global government 
bonds have a negative yield. That means 
you pay them in order to lend them 
money.

Borrowers get paid, savers are penal-
ized.  Sound crazy? It is. It totally goes 
against all common sense and economic 
principles since the beginning of the first 
business and trade dealings thousands 
of years ago... Worse, this trend is gain-
ing momentum.

For now, 98% of the government 
bonds in the developed markets have a 
yield lower than the U.S. 30 year Trea-
sury yield. Most are below 1%.

The point is, this is a situation that 
has never happened before. In an effort 
to keep their economies plugging along, 
central banks have driven their interest 
rates down to unheard of levels. They’ve 
taken unprecedented measures and this 
alone makes investors nervous.
BONDS TEND TO LEAD ECONOMY

Since the bond market tends to lead 
the economy, these super low interest 
rates are flashing a warning that the 
global economy could stumble in the 
months ahead.

That’s especially true considering this 
recovery has already lasted seven years, 
which is longer than normal. Plus, trade 
has been weak and the yield curves for 
the five main world economies (U.S., 
China, Germany, Japan and U.K.) have 
been flattening, reinforcing that the 
global economy is under a lot of stress 
and it wouldn’t take much for it to slide 
into a contraction. 

If so, it’s important to keep in mind 
that these things take time. You may 
remember that the 2008 financial crisis 
actually started in 2007. And in other 
cases, there were almost always straws 
in the wind before the big shock hit.

That being the case, we went back to 

see how many warnings signs have 
taken place, and there have been 
quite a few.
TICK OFF PARADE

We call this our tick off parade. 
It may or may not mean a lot, but 
as you’ll see there are indeed several 
signs of caution.

For example, in 2013-14 bonds 
bottomed. In 2014 several Euro-
pean banks cut their key interest 
rate below zero and the Dow Jones 
Transportations peaked.  Then in 
March 2015, the U.S. dollar index 
peaked... These were hints of chang-
ing times.

The more obvious then happened 
in August 2015 when the Chinese 
stock market plunged, taking the 
rest of the world stock markets 
with it. 

This also triggered a Dow Theory 
sell signal for the U.S. stock market, 
which remains in force, despite the 
recent stock market rise.

In December 2015, gold and 
silver bottomed. Gold shares and 
oil bottomed shortly thereafter. 
Japanese long-term interest rates 
also went negative, leading the way 
for others.

Over the past month, we had the 
Brexit scare, the surge in safe haven 
investments and record lows in the 
U.S. 10 year Treasury yield.

We don’t mean to scare you, but 
instead to point out that there are 
straws in the wind, and to be aware 
of them.

So does this mean a crisis is 
inevitable? The answer is no, but 
it could be.

The big positive is the steep rise 
in the stock market. Is it telling us 
all is well, despite these signs? It 
might be and it’s definitely some-
thing we’ll be watching closely. 

But until then, the tug-of-war 
will keep pulling at the markets and 
we’ll have to continue letting them 
tell the story. So stay tuned.
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U.S. & WORLD STOCK MARKETS  
Is the breakout for real?

And we’re talking about retirees, who tend to be 
more conservative. Basically, the baby boomers and 
their parents have gotten the shaft. Interest rates have 
never been this low in all of world history, so they’re 
in a position of simply trying to do the best they can 
with the hand they’ve been dealt.
... GOOD FOR STOCKS?

Despite this 
s i tuat ion,  the 
jury’s still out as 
to what happens 
next...

Record low in-
terest rates are 
not a good sign 
for the economy. 
They’re telling us 
that growth is go-
ing to stay weak, 
looking out to the 
months ahead. 

This is being 
reinforced by the 
yields on stocks 
and bonds... The 
last time stock 
dividends were 
greater than bond 
yields was prior to 
the 2008 financial 
crisis. This will 
weigh on stocks, 
but so far they 
don’t seem to mind.

As you can see on Chart 4, the stock market is look-
ing good.

The S&P500, for 
example, is currently 
at new all time record 
highs. And so is the 
Dow Jones Industri-
als (see Chart 2A).  
But the rest of the 
stock indexes are be-
low their highs.

Nevertheless, most 
are now above their 
65-week moving aver-
ages. And as long as 
that’s the case, the 
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The stock mar-
ket has been wildly 
volatile, to say the 
least... 

It plunged in the 
biggest global sell-
off in history fol-
lowing the Brexit 
vote. Then it surged 
on the positive jobs 
report, driving some 
of the stock index-
es to new record 
highs.
LOW INTEREST 
RATES...

One important 
reason why is be-
cause interest rates 
have been plunging. 
Low interest rates 
have always been 
good for stocks, but 
now there’s an extra 
twist.

With interest rates hitting new record lows, the av-
erage dividend yield on the S&P500 is actually higher 
than the yield on 10 year Treasury bond (2.04% versus 
1.50%). And in this low interest rate world we live in, 
it makes stocks more attractive.

That’s especially true for investors who need more 
income... And that’s a lot of investors. In fact, the need 
for income is so strong, many are willing to take on more 
risk, investing in expensive stocks, rather than opting 
for traditionally safer Treasury bonds.

AdenOriginalChart
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stock indexes will remain technically bullish.
TRANSPORTATIONS LEADING?

The glaring exception is still the Dow Jones Trans-
portation Average (see Chart 2B). It’s way below its 
record high reached in 2014 and it’s bearish below its 
moving average.

As we’ve often discussed, the Transportations tend 
to be market leaders. So we’ll want to keep a close 
watch on them. At this point, the big question is, will 
the Transports follow the stronger indexes up, or will 
the Transports drag the others down?

Looking at Nasdaq as an example, the leading indica-
tor isn’t reinforcing a stronger market (see Chart 3B). 

Note that it’s been declining while Nasdaq keeps 
resisting at its 
2000 and 2015 
peaks.

This is not a 
good sign and 
it’s telling us to 
maintain cau-
tion, and stay 
on the sidelines 
until the out-
come is clearer. 
The same is true 
of the earnings 
picture, the fact 
that stocks are 
historically ex-
pens ive ,  and 
that this is a 
seasonally slow 
time for stocks.
WORLD MAR-
KETS: Weak

Another big 
concern... stocks 

worldwide are not doing well (see Chart 5). As you can 
see, the World 
index, which is 
a composite of 
the major global 
stocks markets, 
is bearish, and 
so is its leading 
indicator.

Following the 
Brexit vote, the 
world stock mar-
kets were espe-
cially hard hit. 
They’re nervous 
and uncertain. 
That’s why in-
ves to rs  have 
been dumping 
stocks, for the 
most part, and 
diving into the 
safe havens.

They’re worried that Brexit could result in contagion, 
affecting more countries and, therefore, weakening the 
global economy even further, perhaps driving it into 
a recession. They’re also concerned about China (see 
Chart 6).
CHINA: The leader

China’s economy has been the engine for the world 
economy. It’s been slowing down for the past two years 
and it’s not yet picking up as many had hoped. This 
is keeping downward pressure on the Chinese stock 
market and the Chinese currency. It’s also an important 
influence keeping a lid on the world stock markets.

So in the meantime, we’ll wait and watch until we see 
how this all plays out. Currently, the stock market and 
its leading indicators are mixed.  But if this changes, 
we’ll go with what the markets tell us.  For now though, 
stick with the safe havens.

U.S. INTEREST RATES AND BONDS
Soaring bonds

            2014                             2015                2016

100 = JAN 2014
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DOES CHINA DOMINATE OR WHAT?
WORLD STOCK MARKETS

With long-term interest rates hitting new all-time 
record lows, this marks a big milestone in the U.S.   It 
also provides a lot of fuel for speculation.
A RUSH TO SAFETY

Most important, it’s very bullish for bonds. Even 
though bonds have already risen a lot and interest rates 
are at super low levels, it doesn’t seem to matter...

In these times of global uncertainty, U.S. bonds 
are still one of the best safe havens available. And as 

investors increasingly seek out safe havens, bonds will 
continue to benefit, driving prices even higher.

That’s one of the main reasons why we continue 
to recommend buying and holding long-term U.S. 
government bonds and/or the strongest bond ETFs, 
which are UBT, TIP, TLT and TLO, with 20% of your 
total portfolio... 

We want you to be onboard for what’s proving to be 
one of the year’s best investments.
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ABNORMAL TIMES
Some investors don’t agree. They 

feel that interest rates are already so 
low, they can’t fall much further. In 
normal times, we would agree, but 
these are not normal times.

The day after the Brexit vote, for 
instance, long-term interest rates ex-
perienced their biggest single day drop 
in 5½ years. And as they did, bond 
prices surged. (Remember bond prices 
and long-term interest rates move in 
opposite directions.)

We expect to see more of this as time 
goes on. Why?

There are several reasons, but the 
most important are ongoing global un-
certainty, deflation, huge debts, slow economic growth, 
geopolitical events, loss of faith in central banks and 
the fact that the global downtrend in interest rates is 
intensifying.
LOW TO NEGATIVE INTEREST RATE WORLD

Currently, 40% of all government debt in the world’s 
developed countries now has a negative interest rate. 
And the euro’s 10 year bond also joined the negative 
interest rate club for the first time on record, along with 
Japan, Switzerland, Germany, France and Holland (see 

Chart 7).
In fact, the way 

things are going, 
we can’t help but 
think that it’s just 
a matter of time 
until the higher 
interest rate coun-
tries, like the U.S. 
and Australia, fol-
low the lower rate 
countries down. 
Basically, it’s al-
ready happening.

So will they 
all end up below 
zero? It’s hard to 
say. But even Ja-
net Yellen said it 
can’t be ruled out 
if a future shock 
were to happen.

In the mean-
time, with gov-
ernment debt at 
sky high levels, 
the different gov-
ernments don’t 
seem to care that 
interest rates are 
staying so low. 

On the con-
trary, even though 
it’s awful for sav-

ers and retirees, it’s a benefit for gov-
ernments. It means the cost of servicing 
their debt is essentially nothing, so no 
complaints there.  
5,000 YEAR LOWS!

Already, interest rates have been 
super low for more than seven years... 
We’re sure that if anyone would’ve told 
you back in 2008 this was going to con-
tinue for nearly a decade, you wouldn’t 
have believed them. We certainly didn’t 
think so, but here we are. 

Interest rates are at 5,000 year lows 
and there’s no end in sight.

At this point, it’s nearly certain the 
Fed will not be raising interest rates 

this year. Some feel they’ll lower interest rates instead, 
and we wouldn’t be surprised. Others believe interest 
rates will stay low at least until 2018. And again, we 
wouldn’t be surprised.

As we’ve said before, anything is possible and we’ll 
just have to stay in synch with what the market’s telling 
us. Remember, we’re in uncharted waters, so don’t be 
surprised if the outcome doesn’t make sense because 
that’s generally the way it is these days.
BULLISH BONDS

Okay then, so what are our indicators showing?
Looking at the bond price first, you can see that it’s 

soaring (see Chart 8A). It’s broken well above its previ-
ous highs, signaling it’s headed higher.

The long-term leading indicator is especially bullish 
(see Chart 8C). It’s just beginning its rise, confirming 
the major bull market. And if this bond rise is similar 
to the ones in 2011-12 and 2013-14, then prices could 
move up sharply.
LONG-TERM YIELDS: Taking a plunge

Meanwhile, both the 10 and 30 year yields fell 
steeply, breaking below important support levels (see 
Charts 9 and 10A).

These two key interest rates will stay very vulner-
able to a further decline by staying below 1.70% and 
2.55%, respectively.

Note, however, 
that the medium-
term leading in-
dicator for the 10 
year yield is at a 
too low area (see 
Chart 10B).

T h i s  t e l l s 
us that interest 
rates will likely 
move up in the 
w e e k s  a h e a d , 
which would be 
normal following 
their steep decline 
(bond prices would 
decline). If they do, 
that would pro-
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higher yields.
HOUSING STRONG

The housing sector 
is also loving these 
low interest rates (see 
Chart 11).

It’s been moving 
up, ever since inter-
est rates began to fall 
steeply in 2008. And as 
long as interest rates 
stay low, which could 
be longer than most 
people think, housing 
should do well.

This in turn will be 
good for the economy. 
But will it be enough 
to offset the other 
sluggish signs? Only 
time will tell... and it’s 
going to be interesting 
to see what happens.

In the meantime, 
keep your bonds. 
We’re pretty sure you’ll 
be glad you did.

CURRENCIES
U.S. dollar: Stable yet sluggish

CHART 12 
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SAFE HAVEN

vide a good buy-
ing opportunity for 
bonds before they 
head higher, and 
interest rates de-
cline further.

But since bonds 
are so strong, this 
may not amount to 
much, kind of like 
what happened to 
gold. 

Remember, safe 
havens are in big 
demand and safe 
U.S. government 
bonds are a favor-
ite for investors 
around the world.

For now, be sure 
to go with the saf-
est bonds, avoid-
ing bonds that are 
higher risk. In this 
uncertain environ-
ment, they’re sim-
ply not worth it, 
regardless of their 
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The currency markets were hit by Brexit repercus-
sions, just like all the other markets.
DOLLAR: Bounced up on safe haven buying

The U.S. dollar rebounded. It too benefitted as a safe 
haven, along with bonds... but bonds were better. The 
Brexit aftermath will likely keep a foundation under the 
U.S. dollar, but it’s unlikely to last too long.

As you can see on Chart 13A, the U.S. dollar index 
remains bearish. Despite its latest rise, it’s still toppy, 
below its 65 week moving average. And it’ll stay bearish 

by staying below this level at 96.50.
Plus, the dollar’s leading indicator is also bearish, 

reinforcing a lower U.S. dollar ahead. In other words, 
the dollar’s current strength will probably end up be-
ing temporary.

If that proves to be the case, then the major curren-
cies are going to head higher (see Chart 12).
CURRENCIES: Bottoming

Note that with the exception of the British pound, 
the other currencies are generally still bottoming and 
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they’re mostly in an 
uptrend.

The Japanese 
yen has been the 
star performer and 
it’s been the favorite 
currency safe haven 
this year. We prob-
ably should’ve rec-
ommended the yen 
when our indicators 
told us it was going 
to be good, but we 
just couldn’t.

With the biggest 
debt to GDP in the 
world, record nega-
tive interest rates, 
and an economy 
that’s been teeter-
ing on deflation and 
recession for many 
years, we simply 
felt the risk was too 
high.

The rest of the 
world,  however, 
likes the yen as a 
safe haven, despite these negatives. But we’d rather 
stick to the euro, Australian and Canadian dollars.

Even though they’ve been volatile, they’ve enjoyed 
some support from the British pound’s fallout.
Euro holding steady in spite of Brexit

Now, you’d think the euro would suffer along 
with the pound considering all the happenings 
in Europe. But it’s in another category, at least 
for the time being.

The euro is one of the world’s major curren-
cies and it’s the offset currency to the U.S. dol-
lar. So basically, if the dollar declines, the euro 
goes up (see Chart 14). It’s really that simple.

Note that the euro’s been bottoming since last 
year. And for now, it’ll remain bullish by staying 
above or near its moving average at 1.11.

The Aussie and Canadian dollars are also 
in another category. They benefit from higher 

interest rates, compared to the 
others, and they’ll do well as 
resources and commodities 
head higher. The New Zealand 
dollar is in this group too and 
it’s another option.

The bottom line is, continue 
to buy and hold the euro, Aus-
tralian and Canadian dollars 
and/or their ETFs, which move 
together with these currencies. 
The symbols are FXE, FXA and 

FXC, respective-
ly. That’s where 
you want to keep 
your cash for 
now.
WHERE ELSE 
TO BUY

Some of you 
have asked i f 
there’s another 
way to buy cur-
rencies besides 
b u y i n g  t h e 
ETFs... One way 
is through Everbank, https://www.everbank.com 
where you can buy any currency you want in relatively 
small amounts and your account is FDIC insured.

This is actually the only U.S. bank we know of where 
you can buy and hold foreign currencies. Of course, 
investors outside of the U.S. can essentially do what 
they want in their own banks. But increasingly, foreign 
banks will not accept U.S. citizens.

Meanwhile, the Chinese yuan has been declining 
(see Chart 15). It’s generally linked to the U.S. dollar. So 
if the dollar’s going to fall further, the yuan will too.
THE PLUNGING POUND

Next, let’s take a look at the poor British pound (see 
Chart 16).  It dropped sharply following the surprise 

Brexit vote in its 
worst crash against 
the U.S. dollar ever, 
hitting a 31 year 
low. Since then, the 
pound has already 
dropped 13%.

Making matters 
worse, both the 
S&P and Fitch rat-
ings agencies cut 
the U.K.’s credit 
rating from AAA to 
Aa+, noting the out-
look is negative.

Currently, spec-
ulation is running rampant. Many companies are say-
ing there’re leaving Britain and going elsewhere. And 
the U.K. remains divided, fueling calls for a referendum 
to reverse the vote.

So what happens from here is up in the air. The 
whole process is going to take about two years, assum-
ing it moves ahead. And there’s a lot that could happen 
between now and then.

This all reinforces yet again that we have to be dis-
ciplined and go with what the markets are telling us. 
There’s a lot of uncertainty in the air and it’s affecting  
all of the markets.
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A PERFECT STORM IS BREWING
Fear is causing the bull to rear its 

head full steam ahead. 
Gold, silver and gold shares soared 

to new highs.  Gold is up for the sec-
ond straight quarter, and it’s been 
one of the best performing assets 
this year. 

If there was ever a doubt about 
2016 being the turnaround year for 
gold, it’s gone.

A bull market has been triply con-
firmed thanks to the Brexit win. This 
caused a burst of anxiety and a run 
to safety.   

The already prolonged stagnation 
in the global economy got hit and 
fears of instability in the European 
Union, as well as real concerns about the effectiveness 
of central bank policies, are causing uncertainty to 
climb a big notch.
UNCERTAINTY IS HERE TO STAY

The weak jobs report in May also caused havoc in 
the markets, to the point of having an influence on the 
Fed’s decision to keep rates unchanged in June. Next 
was Brexit.  This alone makes you realize how fragile 
investor sentiment is, and how much it needed last 
week’s very positive jobs report.

Investor’s appetite for gold hit an all-time high ac-
cording to BofA Merrill Lynch.  This is a clear reflection 
of market uncertainty and it looks set to continue this 
year.  This means volatility will be at the forefront.  

Investors are worried.  They’re losing confidence 
with the central banks’ quantitative easing (QE) and 
negative interest rates (NIRP) programs.   

As you know, gold 
shares have been the 
the big winner this 
year, rising about 
170% since their Jan-
uary lows. 

Silver is quickly 
catching up, once it 
broke out after the 
Brexit win (see Chart 
17). It had its biggest 
weekly gain in almost 
3 years.  It’s up 49% 
since its December 
lows.  

Gold is also up 30% 
and hitting a high last 
reached in March 
2014.  

GOLD SHARE PERSPECTIVE
We believe they all have a lot fur-

ther to go in this bull market, but  
focusing on gold shares a moment 
you can see two perspectives...  

Chart 18 shows gold shares just 
starting to rise following their horrific 
bear market fall.  That is, they still 
have a long way to go up.

Yet looking at Chart 19, you can 
see that gold shares have clearly left 
the precious metals in the dust this 
year. This is the short-term outlook 
and this comparison doesn’t look like 
the gold share rise is just starting.  
But we’ll soon see how this evolves.

For now, gold shares are clearly 
the strongest, but all the sectors are 

looking good.  
Brexit distorted the normally slow Summer months 

for the metals.  But don’t be surprised if more weakness 
is upcoming.  If so, use it to buy more. 
No Stopping Demand Growth! 

Central banks have been buying gold since 2010 
when they became net buyers of gold. And demand 
continues to grow with China and Russia leading the 
charge.  

China, the world’s biggest producer and consumer 
of gold, added another big bundle in June.  They’ve 
been an ongoing buyer in 11 out of the past 12 months, 
after announcing a 57% increase since 2009.  They’ve 
been diversifying their reserves, and they look set to 
continue.  

But there is also a seller... The Bank of Canada.  
Canada sold off all of their official gold holdings.  It’s 

now the only G7 nation that holds so little.  According to 
the WGC, Canada’s current holdings would now rank it 
dead last out of 100 
central banks.  

Is this deja vu?  
At the gold bottom 
in 1999-2002 the 
UK sold more than 
half of its gold.  This 
era became known 
as, “Brown’s bot-
tom” named after 
Gordon Brown, the 
then Chancellor 
of the Exchequer.  
This time around, 
will the bottom be 
named after the 
Bank of Canada’s 
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Governor Poloz?  We’ll 
see.

Meanwhi l e ,  go ld 
ETFs globally surged to 
the highest level since 
October 2013, according 
to Bloomberg.

To quote Marc Faber, 
“gold is my preferred 
currency.”  We agree, 
and it couldn’t be more 
true today.  
GOLD & DOLLAR: 
Move opposite

When Fed head Janet 
Yellen left interest rates 
unchanged in June, gold 
jumped up and the U.S. 
dollar declined.  Lower 
rates will keep a lid on 
the dollar, in spite of its 
latest safe haven uptick 
when both gold and the 
dollar rose together.

This has happened 
before and it could con-
tinue,  but on a major 
trend basis they tend 
to move in opposite directions.  And now with U.S. 
interest rates at new record lows, following the other 
nations, it makes gold look much better.  Since gold 
doesn’t pay interest, low to negative interest rates are 
no competition.

Chart 20 shows the big picture relationship between 
gold and the U.S. dollar since 1972.  First, note the 
ongoing mega trend is up for the gold price and down 
for the U.S. dollar.

Within this mega trend, however, 
there’s been an interesting repetitive 
pattern lasting about five years. Note 
the red arrows have coincided with the 
times when gold declined and the dol-
lar rose.  

Interestingly, the current “contra-
the-mega-trend” upmove is now near 
the normal five year maturity time.  In 
other words, it looks like the mega trend 
will resume in 2016.  Gold has ended 
its slide since 2011, and the dollar will 
likely soon end its rise and turn down.

That is, on a normal timing basis, 
gold and the dollar are changing plac-
es.  And it’s not out of the ordinary that 
gold and the dollar are moving together 
during this transition time, like we saw 
this past month.
GOLD’S BIG PICTURE: Bullish

Gold’s picture since the late sixties 
also reflects a bullish turn.  Chart 21 
shows gold’s fascinating phases.  Many 

of you have seen this before, and it’s be-
coming more interesting as the months 
wear on.

First, look at the red bottoms in gold.  
They tend to occur on average every 8 
years.  We now believe the low last 
December was THE bottom for the 
almost five year bear market. 

Granted, it’s on the  short side of the 
normal time period. But it happened be-
fore in 1976 and that was then followed 
by a strong leg up in gold.

Gold had strong momentum behind 
it. And today it’s similar. 

As an aside, gold had a double bot-
tom in 1999 and 2001. So you could 
say it was on the shorter side too.  In 
fairness, we averaged this low to the 
year 2000, thereby adjusting the 11 year 
peak to 2011.

The upside is most interesting!  
Gold tends to reach major highs 

every 11 years (see the blue arrows).  
This identifies the full bull market in 
most cases.  The biggest ones being 
the late 1969-1980 bull market and the 
1999/2001 to 2011 one.  

The 1987 and 1996 peaks were mod-
erate, but nonetheless they were the 

highs at the time.  
Most important, we can do some forecasting based 

on these prior bull markets...  
The range is wide from the moderate rises to the 

grand bull markets.  But taking all of the key rises,  
you come up with some interesting numbers.

Starting with the smaller rises first, a repeat perfor-
mance could take this bull market up to the $1500 to 
$1900 level.  And if a record high is reached, it could hit 
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the gold to stock market 
ratio tells us gold has 
the upper hand.

Chart 22A shows 
this ratio since 1975.  
The ratio is forming an 
uptrend since 2000, and 
once it rises and stays 
above its 80 month mega 
trend moving average, 
it’ll confirm that gold 
will indeed be stronger 
than the stock market 
for the first time since 
2011.  

The leading indica-
tor (B) is rising from the 
lows for the first time since 1998.  It’s turning up and 
it’s poised to rise further, which favors gold for a mega 
turnaround versus stocks.  So gold is where you’ll want 
to be for greater gains.

Gold shares are in a very special situation and we 
want to make sure you’re all on board.  Note on Chart 
23, the super rise this year appears to be part of a major 
bottom formation.  And it’s currently at the neckline 
(NL) of this head and shoulders’ bottom.

This is saying a correction is probably still to 
come.  It’s still clearly overbought for the time being, 
and a decline would enable the bottom to form best. 
The HUI’s 65 week moving average is the key trend.  It 
could decline to this level but it would still be in a new 
bull market.

The most impressive situation is to see gold shares  
coming up 
f rom the 
depths of 
a  s e ve r e 
bear mar-
ket.  Chart 
24 shows 
this best.... 
t h e  g o l d 
share  t o 
gold ratio 
going back 
to  1968 .  
The major 
downtrend 
t e l l s  u s 
gold shares 
have been 
w e a k e r 
than gold 
s i n c e 
then.  

In 2008 
the rat io 
started a 
sick plunge 
all the way 
down to its 
low earlier 
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$2800 as a 
good target. 

T a k i n g 
the more sol-
id rises that 
g a i n e d  i n 
the 400% to 
750% range, 
would result 
in an impres-
sive rise if 
these types 
of gains were 
repeated.  It 
would even-
tually mean a 
gold price of  
over $5000 
to $9000.  

M e a n -
w h i l e ,  w e 
believe this 
extra hoorah 
rise during 
t h e  a f t e r -
math of Br-
exit is over-
done ,  and 
some down 

time is good and likely.  
The complete gold rise since last December now 

looks like it’s been a full extended and very bullish ‘C’ 
rise. If gold closes below $1300, this C rise would fi-
nally be over.  You’ll remember that a “D” decline didn’t 
develop in May like we thought, rather it could’ve been 
part of the whole C rise this year, and indeed it is.  

These intermediate C moves can be unclear at times.  
But we now feel  that a C rise is finally maturing.  We’re 
now waiting for the D decline to start, but we’ll see how 
this unfolds.  But if gold gets down to the $1186-$1200 
level... buy, and buy more.
GOLD: Getting better than stocks

The world is a more complicated place today.  And 

CHART 22

GOLD POISED TO OUTPERFORM 
STOCKS1980

2011

2000

80 MONTH MOVING 
AVERAGE KEY MEGA 

TREND

LEADING INDICATOR:  Bouncing up from             
                        lows favors gold... room to 
                                                                 rise!

(LONG-TERM)

MAJOR HIGH AREA FOR  GOLD VS           STOCKS

MAJOR LOW AREA         FOR GOLD VS STOCKS

75        80         85        90        95        00        05       10        15

AdenOriginalChart

GOLD TO DOW INDUSTRIALS 
RATIO SINCE 1975

A

B

1998



11Copyright Aden Research July 13, 2016

metal and an industrial metal.
A recent report, according to Chuck Butler, reflected 

a huge shift in China’s purchases of silver, as well as 
gold.  We want to clearly be on-board.

Chart 25A shows silver’s steps.  Step 1 is now com-
plete as long as silver stays above $18.30.  With silver’s  
indicator (B) rising sharply above zero, it’s clearly bull-
ish with plenty of room to rise further.  This means we 
can now focus on step 2.

Step 2 is the next target level to surpass at $24.70.  
This would be an 80% gain from the lows, and a better 
rise than the rises in the 1980s and 1990s.  The $37 
level is step 3.

When silver reaches a new record high above $50 it’ll 
be a 265% rise from the lows.  But this would still be a 
lower percentage gain than the prior bull market rises.

The best rise was in 1976-1980 when silver surged 
1094%.  At today’s price that would put silver at 
$160! 
RESOURCE & ENERGY: Overall bottoming

Crude oil has 
been resist ing 
near $50 since 
reaching its high 
on June 8.  It was 
hit by the Brexit 
vote and now, with 
the U.S. rig count 
rising, it’s adding 
pressure. If crude 
now stays below 
$50, we could see 
it decline to possi-
bly the $40 level.

When tracking 
crude since the 

1970s on Chart 27, note that $40 is essentially a strong 
support level.  It dipped below it earlier this year, but 
you can see it wants to hold.  Testing these lows may be 
the most we’ll see on the downside because the upside 
looks more promising.

Copper has remained weak yet it’s been stabilizing 
above the lows this year, while the other base metals 
bounce up (see Chart 28).  Copper is the laggard, and a 
key in telling us about the resource world and the global 
economy.  It’s saying the upside is still premature, but 
to watch it carefully.   

BHP Billiton 
is the world’s 
largest resource 
company.  And 
as Chart 29 
shows, it’s bot-
toming along 
with the en-
e r gy  g roup .  
We’ll continue 
to watch these 
closely. 

this year.  This meant gold was sought after during the 
aftermath of the financial crisis, not gold shares.  

But today, the ratio is totally out of whack.  As 
you can see, the rise so far has been very 
small compared to the decline of the last 
few years.

This alone tells us gold shares are still 
on the bargain table, and it would be best 
to buy, ideally during the forming of a right 
shoulder.  

Silver is coming alive!
Silver has been rising with gold, but it 

was tame until the Brexit vote.  It then took 
off like a bandit and soared.  This jump trig-
gered our first step in silver, and it’s up now 
49% this year.

We have often discussed in the past how 
silver is a sleeper, and it can stay quiet for 
years at a time. But when it ‘wakes up’ it 
tends to soar and never look back.  And it 
becomes stronger than gold.

Note the gold/silver ratio on Chart 26 since 2003.  
The red arrows identify the times when silver outper-
formed gold.  And as you can see, it’s happened during 
the best part of a bull market.  From 2003-2007 and 
2008-2011, and now 2016 is starting this pattern once 

again.  And it has 
a long way to go.

This means 
we should have 
more silver than 
gold in our port-
folio now.  We 
like them both 
but silver has the 
advantage.  This 
could be indicat-
ing that the bot-
toming resource 
sector may be 
looking better.  
After all, silver is 
both a precious 

THE BIG PICTURE

70      75        80       85       90      95        00      05        10      15

CRUDE OIL 
SINCE 1970

AdenOriginalChart

CHART 27

$10
1999
at $10

1980 1990

2008

$40 TOP

BROKE OUT 
IN 2004

46 YEAR UPCHANNEL

 

AdenOriginalChart

CHART 26

2012            2013         2014          2015         2016

AdenOriginalChart

CHART 28

ZINC
TIN
LEAD
COPPER

RESOURCE SECTOR:  
                     Copper lagging

JAN 2012 = 100

CHART 29 

AdenOriginalChart

JUN   14        2015         2016         JUN  14       2015          2016

BHP BILLITON             ENERGY SECTOR
        BHP         XLE

TRYING TO BOTTOM

DAILY PRICES



12 Copyright Aden ResearchJuly 13, 2016

    The markets have been volatile, but the safe havens have clearly been the winners 
in this uncertain environment, and that’ll likely continue. Our individual recommen-
dations are listed below. Please note that we have also listed Trailing stops for our 
currency recommendations. If any of these ETFs decline below their stop level on a 
close, then sell.   For now, we don’t have stops on our Metals related or bond recom-
mendations for the time being.

INTEREST  RATES  &  BONDS 
   U.S. government bonds are a favorite for investors around the world. And as inves-
tors increasingly seek out safe havens, bond prices will head higher. But first, bonds 
will likely decline in the weeks ahead, while interest rates rise from their record lows 
in a normal rebound following their steep decline. Continue to buy and hold long-term U.S. government bonds and/or 
the strongest bond ETFs, which are UBT, TIP, TLT and TLO with 20% of your total portfolio.

PRECIOUS  METALS, ENERGY, RESOURCE  
     Gold, silver and their shares soared to new highs this month.  Gold is up for the second straight quarter, and it’s been 
one of the best performing assets this year.  The bull market has been triply confirmed thanks to the Brexit win, which 
caused a burst of anxiety and a run to safety.  Silver took off, overtaking gold’s strength.  Silver is now stronger than gold, 
and gold shares are the strongest. We now see that the rise this year has probably been an extended C rise, and the 
decline we call D is still to come.  A correction looks to be getting started.  Take advantage of weakness and buy.  The 
rest of Summer could end up being the best time to buy more.  We recommend keeping your positions listed in the box 
below, and when buying new positions, keep more in silver and the shares.    

U.S. & GLOBAL STOCK  MARKETS
     The stock market 
has been volatile and it’s 
mixed. The Dow Industri-
als and S&P500 are hitting 
new record highs, but 
the Dow Transportations 
remains bearish. Until we 
see how this plays out, 
we recommend that you 
maintain caution and stay 
on the sidelines. But if 
this changes, we’ll go with 
what the market’s telling 
us, so stay tuned.

CURRENCIES  
   The U.S. dollar remains 
bearish and it’s set to 
decline further. The other 
currencies are generally 
bottoming. We still rec-
ommend keeping 30% of 
your portfolio in cash in the 
following currencies... buy 
and keep a 15% position 
divided between the euro 
and Australian dollar, and 
15% in Canadian dollars, 
and/or their ETFs, which 
are FXE, FXA and FXC, 
respectively.

OVERALL   PORTFOLIO  RECOMMENDATION 

Note: Shares, funds & ETFs  are listed in the box in order of strength per each section.  Keep the ones you have on the list.             

30% Cash  
15% euro & Aust $
15% Cdn$

50% 
Gold & silver physical, 

ETFs & gold & silver 
shares.  

20% 
LT U.S. 
Govt Bonds

PRICE AT % GAIN/LOSS CURRENT 
NAME SYMBOL DATE PRICE issue date  SINCE BOT RECOMM

Ultra 20+  Treasury UBT Jun-16 93.20 102.18 9.64
20+ year Try Bond TLT Jun-16 134.78 141.65 5.10
iShares TIPS TIP Jun-16 115.81 116.87 0.92
LT Treasury SPDR TLO Jun-16 77.55 81.36 4.91

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE issue date  SINCE BOT

iShares Silver Trust SLV Jan-15 17.61 19.39 10.11
Silver (physical) Aug-03 4.93 20.41 314.06
Silver Wheaton SLW Jan-15 23.05 26.19 13.62
Central Fund of Cda CEF Jan-15 13.36 14.62 9.43
Sprott Gold Miners SGDM Mar-16 19.20 28.78 49.90
Gold Miners ETF GDX Jan-15 21.74 30.37 39.70
Gold (physical) Oct-01 277.25 1343.60 384.62
Gold Shares SPDR GLD Jan-15 125.23 128.32 2.47
Platinum ETF PPLT May-16 101.10 105.44 4.29

PRICE AT % GAIN/LOSS CURRENT 
NAME SYMBOL DATE PRICE issue date  SINCE BOT RECOMM

Australian dollar ETF FXA Mar-16 76.48 76.29 -0.25 Buy/Hold 71.00
Can dollar ETF FXC May-16 76.81 76.10 -0.92 Buy/Hold 73.00
Euro ETF FXE Mar-16 110.65 105.17 -4.95 Buy/Hold 106.00

PURCHASE

CURRENCY ETFs

Buy/Hold

OUR OPEN POSITIONS in order of strength per section

Buy/Hold

RECOMM

Buy/Hold

Buy/Hold

Buy/Hold

Buy/Hold

GOLD AND SILVER ETFs & SHARES

Buy/Hold

Buy/Hold

BOND ETFs

CURRENT 

Buy/Hold

PURCHASE TRAILING 
STOP

PURCHASE

Buy/Hold

Buy/Hold

Buy/Hold
Buy/Hold


