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The markets have been doing well, including some 
surprises.  This has led to many letters, comments and 
questions from you, our dear subscribers.

As you know, we value your comments and try to 
answer as many of your questions as we can.  Often 
the questions are the same, which tells us that we need 
to clarify that particular point.  

So on that note, this month we’ll answer your most 
frequently asked questions...
Q. Any comments on the presidential candidates?

A. It’s almost impossible not to talk about politics 
these days... Trump and Hillary are clearly dominating 
the news and causing a very divided nation.

We can say it’s not politics as usual.  If we side with 
one candidate or the other, we’re going to alienate half 
of our subscribers. And we don’t want to do that. 

It’s simply not worth it. As a rule of thumb, we try 
to keep politics and religion to a minimum.
Q. But aren’t politics going to affect the markets?

A. In that sense, of course we’ll discuss what’s hap-
pening on the political scene. But believe it or not, the 
end result doesn’t have as much of an influence as 
you’d expect. 

The system is already set in motion and either can-
didate is somewhat limited as to what they’ll be able 
to do, or not do.

We all know there’s always the 
wild card that could come flying out 
of left field. But for the most part, 
the markets will do what they’re go-
ing to do regardless of who wins the 
election.

Interestingly, however, it’s note-
worthy that the action in stocks has 
been pretty impressive. Low interest 
rates have been a main reason why.  

Wall Street also likes Hillary. So 
are stocks anticipating a Hillary win? 
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It’s a possibility.
By the same token, you could argue that Trump’s 

going to win because gold’s going up. Trump’s ways 
and the election overall have caused uncertainty and, 
as you know, gold likes uncertainty.

So we’ll soon see how this works out. But the bottom 
line is, the markets look ahead and by the time election 
day rolls around, they’ll generally have factored in the 
election results.
Q. We’re currently on the sidelines for equities. 
Will you eventually recommend buying or selling 
short?

A. As you’ll see in this month’s issue, we’re going to 
take the plunge and buy some of the strongest stock 
ETFs. 

Even though our “gut feel” isn’t very bullish, the mar-
ket is telling us otherwise. And like we’ve always said, 
the market calls the shots and we have to go with it.

There are pros and cons, and risk is high. But we’ll 
lay it out for you in the stock section, and then you can 
decide if you want to jump in or not.
Q. I am a subscriber to The Aden Forecast and 
Dow Theory Letters. I notice that the recommend-
ed portfolios are different. Why? And what to do 
about the differences?

A. The recommendations are 
similar, but there are differences. 
The basic reason why is because we 
alone make the investment recom-
mendations and allocations in The 
Aden Forecast. 

On the other hand, Dow Theory 
Letters has a small team of invest-
ment experts writing every day. Matt 
Kerkhoff writes on Mondays, Jon 
Strebler on Tuesdays, Benjamin 
Butler on Thursdays and we write on 
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U.S. DOLLAR

CHART 1
Real Assets Have Crushed Financial Assets 
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Fridays. (Carla Pasternak 
writes every third Wednes-
day.) 

As a team, we make the 
investment and allocation 
decisions together, based 
on Richard Russell’s phi-
losophy. So this will vary  
from what we’re personally 
recommending in The Aden 
Forecast.

If you subscribe to both 
letters, you may want to 
compromise and invest 
somewhere in between. 

Either way is fine but most important, in both cases, 
the recommended investment portfolios are diversified, 
which is the best route to take in the current environ-
ment.
Q. If stocks are rising, isn’t that good news for the 
economy?

A. Yes it is. Even though this U.S. economic expan-
sion has been the weakest in over 65 years, it’s looking 
better than it did before. 

At least the numbers have generally been consis-
tent, showing improvement, despite the disappointing 
economic growth in the second quarter.

It’s also been the fourth longest economic recovery 
since 1850. This alone suggests it’s likely near maturity, 
but not necessarily.

Increasingly, it looks like super low interest rates 
are going to keep a floor under the stock market, at 
least for the time being. 

Plus, the Fed and the world’s central banks will 
continue to do everything in their power to keep their 
economies afloat. And as we keep seeing, that’s a very 
big deal. Certainly, this isn’t going to last forever, but 
it’s currently doing the trick.
Q. Then why are you recommending such a large 
position in metals related investments?

A. One look at Chart 1 will provide the answer...
Here you’ll see some of the popular investment sec-

tors and how much they’ve gained this year...
Without a doubt, silver has been the big winner, 

gaining about 52%. But the gains in gold and silver 
shares, which are not shown on this chart, have been 
even greater at 181%. They’ve been #1 out of 197 in-
dustries in 2016.  Platinum and gold have been top 
performers too.

And that’s why we continue to recommend keeping 

50% of your total portfolio in the 
metals related markets. Basi-
cally, nothing else has come close 
to chalking up gains like these 
markets.

As you can see, global stocks 
haven’t gained much but that’s 
not really fair. 

Some of the U.S. and emerg-
ing stocks markets have done 
very well, rising to double digit 
levels. But you have to be selec-
tive because many stocks have 
not participated in the upmove, 
especially the stock markets in 

the developed countries.
Meanwhile, long-term U.S. government bonds re-

main bullish and we advise keeping them too, as well 
as some cash.

The end result is a diversified strategy, with an em-
phasis on the metals markets, which we feel should 
continue to do well in the period ahead.
Q. With Europe in a squeeze and U.S. politics unre-
assuring, aren’t we in for some volatile times?

A. Probably yes. But that’s been the case for quite a 
while now, so we’ll likely keep seeing more of the same.
Q. Are you concerned about the European banks?

A. Yes.  Many of them are on thin ice and vulnerable.  
Basically, the banking system isn’t set up for a world of 
ongoing super low interest rates.  So it’s struggling.  

Recently, the IMF economists urged the ECB to stop 
pushing interest rates further into negative territory and 
to focus on QE instead.  It’s taking a toll on banks, and 
this warrants close attention.
Q. Rising interest rates typically depress gold and 
other metals, so how will that affect medium to 
long-term investments in metals?

A. Interestingly, rising interest rates are not neces-
sarily negative for gold. In the 1970s, for example, gold 
and interest rates rose together and that was one of the 
best bull markets for gold on record.

In other words, we’re not worried about interest 
rates rising soon, and we’re not concerned that, if they 
do, they’ll kill the bull market, at least not for now. 
Inflation has a role here too, which we’ll touch on in a 
future issue.

---
So next let’s move on and take a look at what the 

stock market’s telling us...
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U.S. & WORLD STOCK MARKETS  
U.S. MARKET HITS RECORD HIGHS

CHART 4
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The stock market has been hitting record highs. 
And even though it’s overextended and overvalued, it’s 
looking good.
LOW INTEREST RATES = GOOD FOR STOCKS

Low interest rates have affected all of the markets, 
in one way or another. They’ve had a big influence on 
real estate too, keeping prices firm. But nowhere has 
the impact been as strong as in the stock market.

As you know, low interest rates have always been 
bullish for stocks. And with interest rates at historical 
lows, stocks have become more and more attractive, 
so investors are going for it.

Investors need income. In fact, they’re desperate for 
income and they’re willing to take on more risk in order 
to get it. So despite declining corporate earnings for the 
past five quarters, and a super high price to earnings 
ratio, it doesn’t seem to matter. And here’s why...
BETTER YIELDS IN STOCK MARKET

Looking at Chart 2, you’ll see the 
percentage of S&P500 stocks that have 
dividends greater than the yield on the 
10 year Treasury note. 

Note that since 1985 this number 
was very low, but that changed start-
ing in 2008 when interest rates began 
to fall sharply. And it’s been on the 
rise since then.

Currently, it’s at a new high. This 
means that more than 60% of the 
S&P stocks have yields higher than 
10 year Treasuries. The difference is 
2.04% for stocks versus 1.52% on the 
10 year yield.

That’s a big difference and it has 
become THE main factor driving stocks 

higher, despite other worrisome factors.
You may remember that a couple of months ago we 

asked the question... will low interest rates be enough to 
offset the negative factors (like big debt, sluggish growth, 
global uncertainty, concern the European banks could 

trigger another financial crisis and so 
on), and keep stocks rising?

Well, the answer is yes, at least for 
the time being... And even though risk 
is higher than we’d like, and stocks are 
climbing a wall of worry, the action is 
bullish and we cannot justify staying on 
the sidelines any longer (see Chart 4).
NEW RECORD HIGHS

As you can see, Nasdaq, the Dow 
Industrials and the Dow Utilities have 
all hit new record highs. The same is 
true of the S&P500, and the Russell 
2000 is following. 

They’re all well above their 65-week 
moving averages. And as long as they 
stay above those levels, listed on the 

Percent of S&P 500 stocks with 
trailing dividend yield > 10 year 

Treasury yield
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chart, they will 
remain bullish, 
signaling they’re 
headed higher.
CAUTION

But as we’ve 
seen all along, the 
Dow Jones Trans-
portations is not 
joining the party. 
It remains bearish 
and this is still a 
sign of caution.

First, it means 
the bullish ac-
tion is not across 
the board, which 
would be the ide-
al. And since the 
Transportations are not hitting new highs, like the 
Dow Jones Industrials, it’s also signaling a non-bullish 
confirmation, based on Dow Theory. 

Also, looking at Chart 5 you can see how the Trans-
ports generally moved with the Commodity index until 
2013 when they broke apart.  

In 2014, however, commodities headed down and 
the Transports followed.

The bottom line is, commodities could keep downward 
pressure on the Transportations and, therefore, continue 
to be a red flag for the stock market in general.

In other words, 
all systems are 
not go and that 
makes us a little 
nervous. But as 
you know, the 
markets are rare-
ly perfect. There’s 
always something 
that’s amiss and 
that’s just the way 
it is.

As we’ve often 
said, we’ll let the 
markets tell us 
what to do, and it’s 
telling us there’s 
now more upside 
than downside.

GLOBAL MARKETS CHANGING
You may remember that another negative was the 

fact that the global stock markets have not been par-
ticipating in the rise. But that’s changing now too.

As you can see on Chart 3, the emerging stock 
markets are looking good. Money has been pouring 
into these markets, and they’re in big demand. Most 
of the emerging markets are hitting new highs for this 
rise and many of them are bullish. They’re also cheap, 
which makes them even more attractive.

DEVELOPED COUNTRIES NOT
On the contrary, many of the stock mar-

kets in the developed world haven’t joined in 
the action (see Chart 6). Like the Dow Trans-
portations, they’re either lagging or signaling 
caution because in an ideal situation, they’d 
all be rising together.

Another concern is shown on Chart 7. 
Here you’ll see the S&P500, together with 
the volatility index (VIX) and its short-term 
leading indicator.

First, note that each time the VIX index has 
been as low as it is now, it has preceded a de-
cline in the S&P500 (see numbers 1 through 
5). And when the VIX is high, it coincides with 
lows in the S&P500 (see astericks).

Plus, the leading indicator is telling us that 
stocks 
are cur-

rently too high. 
That doesn’t nec-
essar i ly  mean 
they’re going to 
fall sharply but 
it’s another cau-
tion sign.
BUY SOME

Nevertheless, 
all things consid-
ered, new all time 
highs and super 
low interest rates 
are overpowering 
the caution warn-
ings. And we’re 
going to go ahead 
and recommend 
selling your Ca-
nadian dollars 
and putting 15% 
of those cash pro-
ceeds into some of 
the stronger stock 
ETFs.

We feel this is 
warranted, but we 
advise maintain-
ing caution. Also, 
to avoid buying at 
the highs, you’ll 
want to average 
in, buying some 
now and some 
over  the  next 
month or so.

But for now, 
the stocks we like 
best are EMF, 
QQQ, IHI, IOO 
and DIA (see page 
12).

CHART 7
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Interest rates have become 
somewhat of a mystery. Every time 
investors think they can’t go any 
lower, they do.

But really, how much lower can 
interest rates go? Since they’re al-
ready near zero, surely they can’t 
fall much further... 
LOW RATES CAN GO LOWER

Oh, yes they can... Amazingly, 
since 2008, interest rates have 
been cut about 650 times. That 
works out to one interest rate cut 
every three days, and there’s no sign this is going to 
end soon.

We know that may seem strange but it’s our real-
ity. The world never fully recovered following the 2008 
financial crisis. Deflation took hold, fueling uncertainty. 
Debt has also been a drag on the global economy, driv-
ing interest rates to 5000 year lows.  Low rates have 
also been a tool used by the world’s central banks to 
boost their economies.

But it hasn’t worked as originally planned. Using 
the U.S. as an example, you can see that the economy 
has not surpassed 3% growth since the 2008-09 reces-
sion, despite zero interest rates from 2008-2015 (see 
Chart 8). 

And remember, growth at about 4% was the average 
in the decades prior to 2008.

Our friend John 
Mauldin summed 
it up best, noting... 
“That’s our prob-
lem in a nutshell. 
We shouldn’t have 
to talk about cen-
tral banks every 
time we discuss 
the economy. Yet 
the Fed and its fel-
low central banks 
have been hogging 
center stage for 
nearly a decade.

Overre l iance 
on low interest 
rates to stimulate 
growth led our 
central bankers to 
zero interest rates. 
Fai lure of  zero 
rates led to nega-
tive interest rates. 
Now negative rates 

U.S. INTEREST RATES AND BONDS
Bond market in bull market

aren’t working, so they’re going even 
more negative and throwing massive 
quantitative easing and deficit financing 
at the bulky global economy.”
NOT NORMAL TIMES

As we’ve often noted, in normal times 
things like this wouldn’t have happened, 
but these are not normal times. The steps 
being taken have never happened before. 
We’re in totally uncharted waters and we 
don’t know how it’s all going to end up.

One thing, however, is fairly certain... 
Interest rates will not be going up any 

time soon (see Chart 9). On the contrary, “with Japan 
to the West and Europe to the East, negative interest 
rates now threaten North American from both direc-

tions.”
But wait a minute, 

hasn’t the Fed been 
saying they’re going to 
raise interest rates in 
the months ahead?

Yes they have. But 
they’ve been saying 
that for years and it 
hasn’t happened. And 
with economic growth 
currently at a sluggish 
1½%, we can’t imag-
ine the Fed will raise 
rates this year either. 
Instead, they’ll again 

likely postpone the ever elusive rate hike. 
BONDS: Holding firm

If so, that’ll continue to be very bullish for U.S. 
government bonds, which are still one of the world’s 
favorite safe havens (see Chart 10).

As you can see, bond prices are bullish. And so is the 
leading indicator, 
signaling prices 
are not overbought 
and they’re headed 
higher. And even 
though bond pric-
es could decline in 
the weeks ahead, 
which would be 
normal following 
their steep rise, the 
major trend is up. 

As long as that’s 
the case, we’ll stay 
with our long-term 
U.S. government 
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That’s especially true of 
Italian banks, which are 
treading rough waters. But 
even Deutsche Bank, which 
is Germany’s biggest bank, is 
making investors nervous.

Their stock is way down 
on jitters over low or negative 
interest rates, the vulnerable 
banking sector in general, 
and the fact they have a huge 
derivatives position.
SOME CONCERNS

This is something many 
experts have been warning 
about for years. And without 
going into a detailed expla-

CURRENCIES
U.S. dollar: Stable yet vulnerable

bonds and the bond ETFs, which are UBT, TIP,TLT 
and TLO.

As Bloomberg noted, fixed income investors are 
pouring billions of dollars into longer-dated bonds in 
this era of super low rates. That’s mainly because they 
pay a higher return than their shorter-term counter-
parts.
LONG RATES MUCH HIGHER THAN SHORT RATES

You can see this on Chart 11, which shows the 
30 year yield and 
the 90 day T-Bill 
interest rate. The 
30 year rate is a 
lot higher than 
the T-Bill rate, 
but something in-
teresting is also 
happening here 
that warrants our 
attention.

Note that even 
though the T-Bill 
rate is still less 
than ½ of 1%, it 
recently shot up 
from zero.

We know this 
may seem l ike 
we’re picking at 
straws but the 
point is, T-Bills 
reached a seven 
year high. In oth-
er words, this is 
the highest it’s 

been since the 
2008-09 re-
cession. And 
since short-
term interest 
r a t e s  o f t en 
lead long-term 
interest rates, 
we’re watching 
this closely. 

Maybe this 
is telling us 
the Fed will be 
raising inter-
est rates this 
year after all. 
At this point, 
it’s too soon to 
tell, but anything is possible and we’ll just continue to 
stay in synch with what the markets are telling us.
LOW RATES ACT AS TAX ON BANK PROFITS

One reason why higher interest rates make sense, is 
because these super low interest rates are putting pres-
sure on bank profits. That’s a real problem in Europe. 
It’s estimated this could cut profits by 20% and that’s 
something most banks couldn’t withstand.

Meanwhile, continue to watch the 10 and 30 year 
yields. The major trends will remain down (up for bond 
prices) by staying below 1.65% and 2.75% (see Charts 
12 and 13).

But even if the 30 year yield were to rise to as high 
as 3.35%, its mega trend that’s been in force for 30 
years would still be down. In fact, it would take a lot 
to turn this trend around and we just don’t see that 
happening any time soon. 

The U.S. dollar has been holding firm. It hasn’t been 
quick to give up its strength and the main reason why 
is its safe haven status.
BETTER YIELDS IN DOLLARS

In this low interest rate world, the dollar looks pretty 
good compared to most other currencies. Even though 
its T-Bill rate is below 1%, it’s a lot better than a nega-
tive interest rate. And that’s what a lot of people are 
dealing with.

In a world turned upside down, investors don’t know 
where to turn or what to do. Getting a good yield has 
become increasingly difficult, so they’ll take what they 
can, where they can.

Plus, the European banking situation is also fuel-
ing more uncertainty. Some fear it could trigger an-
other banking crisis, like what happened in the U.S. 
in 2008.

BASING AT THE LOWS
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WATCH THE CURRENCIES
These are some of the key factors that’re keeping 

the U.S. dollar firm. That is, the other currencies aren’t 
faring as well (see Chart 16).

Nevertheless, we still recommend keeping your po-
sitions in the Australian dollar and the euro. But we 
would not buy new positions at this time. We’re going 
to maintain some caution. 

If we see signs that the dollar’s going to rise further 
first, before it declines, or if the currencies break below 
their trailing stop levels listed on page 12, then we’ll 
advise selling these positions and moving back into the 
U.S. dollar for the time being.

As for the Canadian dollar, we advise selling your 
15% position and using those cash proceeds to buy 
stocks.  This will lower your cash position to 15%.  With 
the oil price looking weak, it’ll likely keep downward 
pressure on the Canadian dollar.
DOLLAR & INTEREST RATES: What next?

The U.S. dollar and interest rates have a long history 
and correlation to one another. But in recent years, this 
changed, along with some other factors.

Looking at Chart 15, you’ll see what we mean...
Note that going back to the late 1970s, the U.S. dol-

lar rose at a time when interest rates were super high, 
well above 10%.

This made sense. Double digit interest rates were 
super appealing and investors rushed into U.S. dollars, 
driving it sharply higher.

But in the mid-1980s, interest rates dropped below 
10%, eventually reaching 5%. During those nearly 10 
years, the U.S. dollar fell sharply.

As you’d expect, they moved together. Low interest 
rates drove investors to greener pastures elsewhere. 
They weren’t interested in the dollar while rates were 
falling.

But then everyone got used to interest rates near 
5% or higher. The dollar surged again in the late 1990s 
while rates held steady, during the dot-com boom.

Once interest rates broke below 5%, however, the 
dollar fell sharply between 2002-08. And then it all 
changed...

Following the financial crisis of 2008, interest 
rates collapsed.  

But this time the dollar didn’t go down, along with 
interest rates.  Instead, it went up, benefitting as a safe 

RECORD LOW

MAR 15

nation of what derivatives are, let’s just say they’re 
complicated lending instruments. 

Currently, there are $700 trillion in derivatives 
worldwide. That’s ten times the size of the global 
economy. So yes, investors are nervous.

But interestingly, those in the know say the banks 
will never go broke. The central banks would never 
allow it to happen. 

China is yet another concern. Recently, its leaders 
essentially said... don’t count on us to pull the global 
economy up... we’ve got our own problems.

Uh-oh. That was something everyone was sort of 
hoping for and now Chinese officials have thrown 
cold water on that whole deal. Plus, they’re making 
the world uncomfortable with their adventures in the 
South China sea.

In the meantime, the Chinese yuan remains under 
some pressure while their stock market bottoms (see 
Chart 14). 

1985

2002

2015
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METALS, NATURAL RESOURCES & ENERGY
The growing bull market is exciting!

haven in this new uncertain environment. And that’s 
where we are today.
SO WHAT HAPPENS NEXT?

At this point, the dollar has been topping since 
March 2015 when it reached a peak. Very low interest 
rates are being felt.  If the U.S. dollar index now stays 
below 96.40, it’ll technically remain bearish, below its 

65 week average. This would mean it’s headed lower 
and the currencies are going higher. But if it rises and 
stays above that level, it could continue up to near 100, 
the March 2015 highs.

In other words, the dollar would stay firm, signal-
ing it’s going up before it heads down. This would put 
downward pressure on the currencies. So stay tuned. 
We should know the outcome soon.

Gold, silver and 
their shares just don’t 
quit.  After finishing 
the best first half of a 
year in decades, with 
record investment de-
mand, they’re still 
going strong! The nor-
mally slow summer 
months didn’t affect 
them.  On the con-
trary, further highs 
were reached in early 
August.
A GOOD INVEST-
MENT

With each passing 
month, more people, 
famous and otherwise, are joining the growing bull 
market. It’s exciting.  From Jeffrey Gundlach, to Bill 
Gross, Stan Druckenmiller, David Einhorn, George 
Soros, and even Carl Icahn and Paul Singer, they’ve 
all placed big bets on gold.

And of course investors from Japan and Europe, 
where interest rates are negative, are running to gold.  
Gold has become a safe haven and the currency of 
last resort.

It costs less today to hold gold than to hold euros or 
yen, for example. So it’s no surprise to see gold rising 
in terms of several currencies. Chart 17 shows that 
gold actually reached its lows in most currency terms 
in 2013, at the end of the worst decline in the bear 
market. Gold’s been on the rise since then and as you 
can see, it’s been a quiet steady rise.

Gold in U.S. dollars didn’t reach a low until last 
December, almost two years later.  But once the dollar 
finally turns down, it’ll give a bigger boost to gold.

The challenges to investors globally aren’t easy when 
over 11 trillion dollars in sovereign debt are carrying 
negative yields. This negative interest rate environment 
will continue to be very bullish for gold and the gold 
universe.

Real assets are gaining more ground than financial 
assets.  And it clearly makes sense in today’s debt 
ridden and liquidity driven world. While the major 

central banks are on a spree, many others like China 
and Russia also continue to buy gold for their growing 
reserves.  

 Gold is very attractive as a global currency and it 
looks like this will continue indefinitely.  
A GREAT START

Gold and gold shares are off to a great start.  Chart 
18 shows a good example of this year’s rise in red 
compared to rises at the start of prior bull markets.  
Remember, this is just the first two years of prior bull 
market rises as a comparison.

It shows you the great potential gold and gold shares 
have in spite of their 30% and 181% rises they’ve al-
ready had since the lows. 

If we add the entire bull market rises, you’ll clearly 
see this year’s rise so far is a drop in the bucket.

In other words, it’s clearly not too late to get in.  
We’re still in the warm up or transition year from bear 
to bull.

It’s a turnaround year for silver, platinum and 
palladium as well. 

All the precious metals are bullish and this in it-
self is a bullish sign (see Chart 19).  So here we have 
it... tangible assets are in, all the precious metals are 
bullish and demand continues to get stronger by the 
month. 
GOLD: A rare commodity

Plus, our good friend Frank Holmes recently wrote 
about gold being one of the rarest elements in the 
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world.  And if you took all the gold ever mined and 
melted it down, it would fit snugly within the confines 
of an Olympic size swimming pool.  

That alone shows its rarity. And to top this off, gold’s 
global output has been contracting since 2013, while 
new discoveries peaked in 1995.

It’s no wonder that demand is growing.  This month 
the London Metals Exchange (LME) is bringing gold 
trading back for the first time in three decades. And 
sales for the Perth Mint’s new Kangaroo one ounce 
silver coin surged, doubling the anticipation.  

More attention is being focused on the precious 
metals.  This is also a bullish omen.
A BULLISH BACKDROP

The gold price has come a long way. And when you 
look at the past 15 years, you can see what we mean.  
Who would’ve believed back in 2001 when gold was 
near $250, and after being beaten down for 20 years, 
that it would double in price some four years later?

A milestone was then first reached when gold broke 
above $500.  It also had a huge breakout in terms of 
many currencies and that’s when the bull market began 
to heat up.  That’s right, it was only heating up after 
doubling in price!   Chart 20A shows what happened 
next... for six more years gold rose three fold to a peak 
above $1900 in 2011.

Interestingly, the solid subtle strength can be seen 
in 2008 when gold fell sharply during the financial 
crisis.  As steep as it was, it held above its 2006 peak.  
And now last December gold reached a low above the 
2008 peak of $1000. 

The point is, each major low was higher than the 
previous record high, which is bullish.  And it’s now 
time to watch the bull market develop.

A new bull market began this year.  The 23 month 
moving average identifies the major trend. Gold rose 
above it last February and it’s stayed above it, now at 
$1192.  And the leading indicator is bullish.

We’ll be watching our steps while gold climbs back 
to its 2011 record high.  Once this record high is sur-
passed, it’ll be the equilavent to the $500 and $1000 
breakouts in 2006 and 2009.

And as the bull market progresses, we’ll look back 
at $1900, just as we’re looking at $1000 today.  

Gold is a report card for the global financial com-

munity.  So if this comes to pass, it’ll most likely be 
provoked by the global central banks’ policies.
Watch your A-B-C-Ds

Going back to our steps, the complete rise this year 
has been what we call a C rise (shown in the August 
11 weekly update).   If ever there was a bullish C rise 
at the start of a turnaround, it’s this one!  

As you know, we’ve been waiting to see how the full D 
decline develops to make sure this is a true turnaround.  
But instead we got an extra jump up in the C rise!

This doesn’t mean we won’t see a decline upcom-
ing.  In fact, as the Summer comes to an end, and we 
get closer to the U.S. election, we could see a normal 

2008

2011

2006

A

B
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CHART 21
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PLATINUM IS A GOOD BUY

65 WEEK 
MOVING 

AVERAGE

2008

decline develop. 
Gold’s C rise looks like it’s maturing, but it’ll  remain 

underway until it closes and stays below $1305.  It 
could then decline to $1270, and in a steeper decline 
it could possibly test the key average at $1192.

On the upside, the way gold has persistently held 
near the highs means we can’t rule out a further rise in 
this ongoing C rise.  If the highs are surpassed above 
$1380 before a correction begins, then the rise would 
continue and $1400 would be our next target.

Most important during this time, is to buy at the 
best price possible if you don’t have all of your positions 
set.  Ideally, we’ll see a correction, and that would be 
the time to load up.

Platinum and palladium came to the party later 
than the others.  Pal-
ladium got a boost from 
strong car sales in Chi-
na.  Platinum got an 
extra boost when the 
Bank of Japan recently 
suggested there isn’t 
much more they can do 
to fight deflation.
Platinum: Low sup-
ply, high demand

Platinum had been 
a laggard with sluggish 
global growth weigh-
ing on the metal’s in-

dustrial demand, 
but sentiment has 
shifted as inves-
tors jump into the 
market. 

The U.S. Mint 
reported unprec-
edented demand 
for its limited one 
ounce Eagle coin. 
It’s the first time 
the Mint has of-
fered  a platinum 
coin since 2014.  

In the end, the 
platinum market 
was undersupplied 
in the first quarter 
while demand rose.  
But this popped 
platinum into a 
new bull market.

P l a t i n u m  i s 
bullish.  The big 
picture on Chart 
21A shows how 
bullish it’s been 
since 1967.  It’s in 
a clean mega upchannel and it’s in a new bull market by 
staying above its 65 week moving average at $990.

Most impressive is its deep discount versus gold.  
Platinum is normally priced higher than gold as you 
can see on lower Chart 21B.  The differential was 
above zero (platinum price was higher than gold with 
few exceptions) from 1967 to 2011.   

It was only in 2011-12 and 2015-16 when this dis-
count became extreme.  Today platinum is over $200 
cheaper than gold. 

This alone shows that platinum is at a great price 
today.

Platinum had its best super rise  from 1998 to 2008.  
That incredible 10 year rise jumped up much more than  
gold.  Platinum was much stronger.  But it peaked in 
2008 and failed to rise with gold thereafter.

From its 2008 peak near $2176 to its January low 
at $819, it lost 62+% and it became super cheap com-
pared to gold. 

Platinum is a great metal to buy and hold for the 
upcoming rise. If it goes from the current deep discount 
to a premium over gold, you’ll get a much better return 
on your investment.
GOLD SHARES: The strongest, yet still overbought

The mining sector ranked first this year among 197 
industries tracked by Investor’s Business Daily.  And 
it’s not a surprise when you see a 181% rise in the HUI 
index since January alone (see Chart 22).

It’s been coming out of the deep pits, with the HUI 
soaring and reaching its 2013 highs.  Gold shares 
have been overbought, but they’ve remained incredibly 
strong.  At some point we’ll see a correction, but we’ll 
watch and be ready when it comes.

65 WEEK 
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of a full blown bull market, and we want you all to be 
on board for an amazing ride.
RESOURCES: Mixed

As you can see on these charts, the resource sector 
is mixed. 

Crude and copper, the benchmark commodities, are 
still in a bear market, in spite of this year’s stability. 
The base metals have been rising this year and so have 
steel and other resources (see Charts 25 and 26).  

Even the agriculture commodities are mixed, as 
Chart 27 reflects.They’ve been on a roller coaster ride, 
and once again they’re testing their lows.

The Chinese market has been throwing their money 
at commodities.  Aluminum rose to a 10 month high, 
while zinc is at an over one year high.  Iron ore is up 
and Rio Tinto shipped more iron ore to steel makers 
around the world last quarter, after recovering from a 
weak start.

And while this looks promising, the major trend 
is still down.

Crude had a good rebound rise this year from its 
February lows to its June highs when it reached a ten 
month high. But then it essentially resisted near its 65 
week average, and fell in July (see Chart 25).

July ended up being the worst month in a year for 
the oil drop, reinforcing the bear market’s upper hand.  
Oversupply and weaker demand have been the main 
culprits.  And even though  oil producers are planning 
to meet to stabilize the oil price following July’s fall, it’s 
to be seen how effective this could be.

Meanwhile, we’ll continue to watch the resource 
sector from the sidelines.

The chart shows HUI still 
forming a H&S bottom.  This 
means once HUI declines and 
stays below 246, a decline will 
be underway.  We’ll see how far 
it goes, but it could decline to 
its next support at 200, and it 
has key support at its 65 week 
moving average, near 170.  

Gold shares compared to 
gold are also telling us that a 

correction would be normal at this time.  Chart 23A 
shows the ratio of the two has also been soaring this 
year.  With HUI up six times more than gold, you can 
understand why this ratio has been soaring.

It still has a long way to go on the upside, which 
means gold shares will continue to outperform gold in 
the upcoming and ongoing bull market.  But the leading 
indicator below is telling us the ratio has risen too far, 
too fast by surging to the highs last seen in 2009.

This means a breather would be healthy for now, 
and we’ll be watching.

Keep your gold shares and buy more on weakness.  
We also like AEM and GDXJ.

SILVER: Better than gold
Silver Wheaton is our favorite silver share.  It report-

ed higher 2Q profit and record production.  We’ll clearly 
keep this in our stable of gold and silver shares.

In fact, Chart 24 shows how much stronger SLW 
has been compared to silver.  It has the same look as 
gold shares to gold.  

Last month we showed you how silver turned the 
corner and is now stronger than gold on a major trend 
basis.  This means the percentage gains will be greater 
in silver than in gold. 

Silver reached a two year high and it’s up 52% since 
its January low.  Like gold, it has been holding near 
the highs, and it’ll remain strong by staying above its 
rising 15 week moving average at $18.50.  

A correction would begin below this level and then 
the 65 week average will provide bull market support 
at $16. 

Overall, we advise a good part of your portfolio be in 
the metals. We’ve been buying gradually and waiting 
for some weakness, but we believe we’re at the onset 
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    The markets have been doing well and there have been some surprises. Currently, 
however, we continue to recommend buying and holding the metals and bond posi-
tions. But we advise selling your 15% Canadian dollar position and use the proceeds 
to buy the stock ETFs listed below. 

PRECIOUS  METALS, ENERGY, RESOURCE  
     Gold, silver, their shares and platinum continued their extended C rise by reaching 
further highs in early August.  The rise just doesn’t quit.  With gains from 181% in gold 
shares to 52% in silver  to 44% in platinum and 30% in gold since the lows, it’s time 
for some down time as the end of the Summer arrives and the election heats up. 
Most important, a new bull market is underway that started this year, and it has a bright 
future.  Keep your positions, and buy new positions by averaging in or on weakness.  We’re adding Agnico Eagle (AEM) 
and the Jr. Gold Miners (GDXJ) to our list of gold shares.  All of our positions are a buy and hold for the lion’s share of the 
bull market, see the box below.  The resource sector may be bottoming but it’s premature to buy.

U.S. & GLOBAL STOCK  MARKETS
     The stock market has been hitting 
record highs and it’s looking good. 
Low interest rates have been the main 
reason why. And even though there 
are signs of caution, we recommend 
putting 15% of your cash into the stron-
ger stock ETFs. But maintain caution. 
To avoid buying at the highs, average 
in, buying some now and some over 
the next month or so. The stocks we 
advise buying are EMF, QQQ, IHI, 
IOO and DIA.

INTEREST  RATES  &  BONDS 
   U.S. government bonds are still one 
of the world’s favorite safe havens. 
They’re bullish and poised to head 
higher. 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.

CURRENCIES  
   The U.S. dollar has been holding firm. 
The currencies still look like they’re 
generally bottoming. We continue to 
recommend keeping a 15% position 
divided between the Australian dollar 
and the euro and/or their ETFs, which 
are FXA and FXE, but don’t buy new 
positions for now. We also advise sell-
ing your 15% position in the Canadian 
dollar or FXC and use those proceeds 
to buy stocks. This will lower your total 
cash position to 15%.

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.             

*  New Position

15%  
Stocks

50% 
Gold & silver physical, 

ETFs & gold & silver 
shares.  

20% 
LT U.S. 
Govt Bonds

15% Cash  
euro & Aust $

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

Ultra 20+  Treasury UBT Jun-16 93.20 100.64 7.98
20+ year Try Bond TLT Jun-16 134.78 140.08 3.93
LT Treasury SPDR TLO Jun-16 77.55 80.48 3.78
iShares TIPS TIP Jun-16 115.81 116.09 0.24

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

Silver Wheaton SLW Jan-15 23.05 30.47 32.19
Junior Gold Miners * GDXJ Aug-16 51.08
Gold Miners ETF GDX Jan-15 21.74 31.05 42.82
Agnico Eagle * AEM Aug-16 58.46
Sprott Gold Miners SGDM Mar-16 19.20 28.94 50.73
Gold Shares SPDR GLD Jan-15 125.23 127.40 1.73
iShares Silver Trust SLV Jan-15 17.61 18.72 6.30
Silver (physical) Aug-03 4.93 19.70 299.66
Platinum ETF PPLT May-16 101.10 108.05 6.87
Gold (physical) Oct-01 277.25 1343.20 384.47
Central Fund of Cda CEF Jan-15 13.36 14.13 5.76

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

Templeton Emerging *EMF Aug-16 12.77
Nasdaq Pwrshrs * QQQ Aug-16 117.20
DJ Medical Devices * IHI Aug-16 144.91
S&P Global 100 * IOO Aug-16 75.13
Dow Industrials * DIA Aug-16 185.90

PRICE AT % GAIN/LOSS CURRENT 

NAME SYMBOL DATE PRICE issue date  SINCE BOT RECOMM
Australian dollar ETF FXA Mar-16 76.48 76.54 0.08 Hold 72.00
Euro ETF FXE Mar-16 110.65 108.72 -1.74 Hold 106.00

STOCK ETFS & FUNDS

Buy
Buy
Buy
Buy
Buy

RECOMM

PURCHASE
CURRENT 

Buy/Hold

Buy

PURCHASE

Buy/Hold

Buy/Hold

Buy

Buy/Hold

TRAILING 
STOP

Buy/Hold

GOLD AND SILVER ETFs & SHARES

Buy/Hold

Buy/Hold

BOND ETFs

CURRENT 

Buy/Hold

PURCHASE

PURCHASE

CURRENCY ETFs

Buy/Hold

OUR OPEN POSITIONS in order of strength per section

Buy/Hold

RECOMM

Buy/Hold
Buy/Hold

Buy/Hold


