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Happy New Year!  We wish you 
the very best in this new year ahead.  
It’s sure to be an interesting one and 
we look forward to working with you 
as 2013 unfolds.

Leaving 2012 behind, we think 
you’ll agree it was challenging, to 
say the least.  It was a year filled 
with uncertainty, volatility, political 
divisions, concerns and confusion. 
And this continued right up to the 
final hour with fiscal cliff worries 
hanging overhead.  
2012 REVIEW

These factors were all reflected 
in the markets and as you’d expect, 
they were volatile too (see Chart 
1).  Aside from the ups and downs 
throughout the year, most of the 
markets essentially went sideways.
This made it frustrating and difficult 
for investors.  

Taking a closer look, however, it 
wasn’t a great year but it wasn’t a 
bad one either.  All factors consid-
ered, it was actually okay.  

The clear winner for 2012 was 
the stock market (see Chart 1).  
The S&P500 gained 13% and sever-
al of the emerging stock markets did 

even better.  Mexico, for instance, 
was the top performer in our recom-
mended stock sector.  

Gold and silver were also win-
ners, gaining 7% and 8%, respec-
tively.  And even though the metals 
shares were under downward pres-
sure, with the exception of one, all 
of our recommended metals shares 
and/or ETFs were up between 6% 
to 25%.

Our top gold and silver share 
performers were Silver Wheaton 
and Royal Gold, which gained 
25% and 23%, respectively.  That 
was somewhat surprising consid-
ering gold shares were so much 
weaker than gold.  But keeping a 
larger portion in gold and silver 
related shares is essentially what 
made the difference.

In fact, due to their volatility 
these markets proved to be good 
trading markets and we’re pleased 
that our GCRU trading service also 
produced great results in a difficult 
market.  

The commodity currencies were 
basically up for the year but most of 
the markets essentially broke even.  
The bond market and the U.S. dol-
lar, for example, moved in tandem... 
both ended up close to break even 
and they now look like a top is in 
the making.
ANOTHER STORY SINCE 2009

If we step back a few years, how-
ever, it’s a totally different story...

Gold and silver have outper-
formed all of the other markets.  
Silver has been the top performer by 
a wide margin, gaining 170% over 

the past four years since Jan 2009 
(see Chart 2).

Meanwhile, don’t forget that 
gold has been rising for the past 12 
consecutive years.  That’s one of the 
longest bull markets on record and 
it’s been slow and steady, which is 
good because it hasn’t attracted a 
lot of attention.

Nevertheless, gold has gained 
about 660% over that time, which 
is impressive.  But comparing it to 
other major bull markets, the gains 
so far have been rather modest, sug-
gesting there’s more to come. 

Silver has gained a whopping 
1012% since its 2003 lows.
STAY THE COURSE

So even though the metals 
weren’t #1 in 2012, that’s okay.  
They’re still plugging along and over 
the long haul they’ve maintained 
their top position.  That’s why we’ve 
been recommending to keep a larger 
percentage of your total portfolio 
in the metals sector, and we still 
believe it’s warranted.

Looking at the big picture helps 
us see the markets in perspective 
and as we look forward to 2013, 
the importance of diversification is 
very clear. 

Even though the immediate 
debt pressures have calmed down 
some, for instance, they haven’t 
gone away.  The fiscal cliff was es-
sentially just postponed for a couple 
of months.  Plus, the debt ceiling 
limit is also coming up very soon.  
This tells us more market volatility 
is likely, at least in the months just 
ahead.
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2012: A VERY MIXED YEAR
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FEAR AND UNCERTAINTY
As you know, the markets have 

become extremely news driven.  
They’re quick to react to every bit 
of speculation, rumor, sentiment or 
news.  This has been the dominat-
ing factor and the main cause of 
volatility. 

Fundamentals have taken a back 
seat, which means that market 
moves won’t make sense at times.  
That’s basically the way it’s been for 
a while now and this too will likely 
continue.

The debt ceiling debate alone 
could cause wild swings in the mar-
kets.  If it’s not passed the govern-
ment won’t be able to pay its bills.  
The last time this happened was in 
2011 and the U.S. lost its AAA credit 
rating.  That is, the overall effects 
were far greater than the fiscal cliff 
concerns.  
HAVE A CLEAR STRATEGY

So the bottom line is... diversify, 
don’t rely strictly on fundamentals, 
follow the news, be ready and flex-
ible for change and whatever comes 
our way.  

As you’ll see, based on our tech-
nical indicators, it looks like it’s 
going to be a good year for stocks, 
precious metals, metals shares, 
currencies and commodities.

The opposite is true for the U.S. 
dollar and bonds.  These markets 
look poised to head lower and the 
declines could be quite steep.  But 
we’ll see how it goes and be pre-
pared regardless of the path the 
markets end up taking.
GLOBAL MARKETS

On the international front, there 
will also be many pressures affecting 
the markets.  The global economy 
is probably the main factor but so 
far, so good.

The U.S. economy, for instance, 
grew more than 3% in the third quar-
ter, despite all the debt woes.  And the 
situation was similar in Europe.  

While unemployment remains 
extremely high in many countries 
and they’re still reeling from aus-
terity measures, the Eurozone has 
settled down.  Signs of improvement 
are emerging and this is providing a 
global sigh of relief, especially since 
the negative Eurozone news has af-
fected many of the markets over the 

past two years. The euro jumped up 
to an 11 month high.

As Merkel recently warned, the 
Eurozone crisis is far from over.  
That’s because solutions have been 
patchwork.  The big fundamental 
debt problems have not been ad-
dressed and the U.S. is in the exact 
same boat.  Bernanke is saying... 
we’re not out of the woods.  

The U.S. is following Europe’s 
footsteps, but the news is better 
and that’s what matters for the 
time being.

Meanwhile, the emerging coun-
tries are making up for lost time.  
Their growth is stronger and, inter-
estingly, they’re trading places with 
the developed countries, in more 
ways than one.

China’s economy, for instance, 
has been showing marked improve-
ment.  Brazil is similar and as Eric 
Fry points out, both countries have 
doubled their shares of world GDP 
over the past 10 years.  In contrast, 
the six largest developed economies 
have lost market share.

Currently, half of global GDP is 
now produced by emerging markets.  
The IMF expects this will grow to more 
than 60% in the next four years.  

This is a huge deal... It means 
the days of the developed countries 
driving the global economy are 
coming to an end.  The emerging 
countries are stepping into the lo-
comotive position and that’s where 
a lot of the attention will be focused 
as we move forward.
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U.s. & WOrLd stOCK MarKEts  
Ongoing bull market... off to a good 2013 start
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TRANSPORTATIONS: Best
So far, the Dow Jones Transpor-

tations has been the strongest U.S. 
index and the stock market leader 
(see Chart 5). It’s currently very 
close to its all time high, reached in 
2011 and this too is a very impor-
tant level to be watching. 

The record high was at 5618 and 
if the Transportations can surpass 
that level, it would be an extremely 
bullish sign for the overall market.

wide, the fiscal cliff was 
avoided, China is stron-
ger, central banks are 
providing easy money 
and stocks have become 
addicted to this. 

They like it and inves-
tors are more optimistic. 
So for now, all is well. 
Sure there are serious 
underlying issues but the 
markets aren’t focusing 
on that right now, which 
is nice for a change.

BIG PIC: Bullish
Looking at the big 

picture for the S&P500, 
for example, you can see 
that it’s looking good 
(see Chart 3). It reached 
a five year high and the 
leading indicator is ris-
ing, signaling higher 
potential for the stock 
market.

The S&P500 is now 
coming up to its big re-
sistance level at 1550, 
which were the 2000 and 2007 
tops. If it can rise and stay above 
this level, it would hit a new record 
high, signaling extreme bullishness 
for stocks, and we’re watching this 
closely.

For now, the S&P’s leading medi-
um-term indicator is neutral to bull-
ish (see Chart 4B). This is telling us 
that stocks could pause before they 
head higher. So don’t be surprised if 
the S&P resists in the weeks ahead, 
but it’s very strong above 1420.

The stock market surged this 
month. It’s strong and bullish, and 
it’s headed higher. That was true of 
the U.S. and nearly all of the global 
stock markets.

POSITIVE CONTAGION
This is a very positive overall 

sign. As ECB head Mario Draghi 
noted... “we spoke a lot about con-
tagion when things were not going 
well, but now we’re seeing a positive 
contagion.” And that’s what’s driv-
ing stocks higher.

Economies are improving world-

CHART 4
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WILL INDUSTRIALS FOLLOW?
Meanwhile, the Dow Industri-

als is lagging. It has yet to break 
above its October high at 13610 (see 
Chart 5). If it does, it’ll reinforce the 
strength in the Transportations, 
also triggering a Dow Theory bull 
market signal. 

That would be very bullish and 
even more so if it can also rise and 

stay above its 2007 high at 14164. 
If it does, it too would be hitting an 
all time record high, which would 
be an extremely bullish sign.
DOW NOT SO ATTRACTIVE TO 
NON DOLLAR INVESTORS

One factor the U.S. stock market 
has against it... it’s not so attractive 
to international investors. You can 
see this clearly on Chart 6. And if 
the U.S. dollar soon heads lower as 
we suspect, U.S. stocks will remain 
unattractive.

The Nasdaq seems to be an ex-
ception (see Chart 7). It’s already 
broken above its 2007 high and, like 
the Transports, it’s showing good 
strength. Nasdaq is also a leader 
and it’ll be extremely strong if it can 
rise and stay above 3180.
WORLD MARKETS: Look better

The global markets are also 
looking good, especially some of 
the emerging markets like Mexico, 
Thailand, Philippines and India 
(see Chart 7). But you have to be 
very selective in this area, which 
explains why many hedge funds 
didn’t do well in 2012. The markets 
were volatile and tricky.

In 2012, for example, the top 
performer was Egypt, gaining 186%. 
Pakistan was also in the top three 
but these are markets we wouldn’t 
recommend for a number of obvious 
reasons.

Mexico, however, is another sto-
ry and it was our top stock, gaining 
12% since we recommended it last 
August.  Mexico is Latin America’s 
second largest economy and despite 
the bad PR, it’s been steadily mov-

ing higher. This reflects Mexico’s 
economy, which was far better 
than Brazil’s. 

It also reflects new opportunities 
due to oil and the rise in Chinese 
wages, which are now competitive 
with Mexico. As Chinese wages rise, 
Mexico benefits because it’s closer 
to its trading partners so transport 
costs are cheaper. Foreign invest-
ment is also moving in, taking ad-
vantage of Mexico’s benefits.

Several other emerging markets 
have similar positives going for 
them and these are the markets 
that will be this year’s winners.

JAN STRENGTH...GOOD OMEN!
According to the January effect, 

this is going to be a good year for 
stocks. They’re poised to outperform 
bonds and that’s why we’re now in-
creasing our stock allocation. 

The new stocks we’re recom-
mending are listed on page 12. But 
again, we’ll let the market show us 
the way. For now though, it’s look-
ing good.

2011

2011
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U.s. INtErEst ratEs aNd BONds
 Mega uptrend in bonds is changing
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some of the main concerns bothering 
bond investors.

These concerns had been sim-
mering under the surface but once 
the Eurozone and the fiscal cliff 
settled down, the pot boiled over 
and all the concerns came pouring 
out. The vigilantes were suddenly 
back in control and in their opinion, 
bonds were not desirable with rates 
as low as they are.

So like anything, yields had to 
rise to attract buyers. And that’s 
what we’re now seeing.
BOND INVESTORS ASTUTE

For those of you not familiar 
with bond vigilantes, here’s a quick 
recap… Bond investors are generally 
more sophisticated than other inves-
tors. They tend to look ahead, which 
is why interest rates and bonds often 
lead the other markets.

These investors are also very 
sensitive to inflation and at the 
first signs it’s brewing, they’ll dump 
their bonds, therefore, driving rates 
higher.

Plus, the bond market is huge 
and it’s always been a free mar-
ket. The Fed could manipulate 
short-term interest rates but not 
long-term rates.

That changed, however, when the 
Fed started buying huge quantities 
of bonds as part of its efforts to keep 
interest rates down and help boost 
the economy. Bonds were no longer 
a free market. They were manipu-
lated, but the vigilantes eventually 
stepped up to the plate and the “Ber-

As the new year begins, interest 
rates are jumping up, hitting eight 
month highs. That is, bond prices 
have fallen sharply and if you’re 
holding bonds, it’s time to start 
heading for the exits.
U.S. BONDS: No longer a safe 
haven

After many years on the rise, 
the major trend for bond prices is 
turning down. This means, despite 
the Fed’s unprecedented efforts to 
keep interest rates low, long-term 
interest rates are headed higher. 
That being the case, it’s best to get 
out of the way.

This tells us U.S. bonds are no 
longer a safe haven. Once the fiscal 
cliff was temporarily resolved bonds 
were dumped like a hot potato, but 
there’s much more…
BOND VIGILANTES BACK

The bond vigilantes have been 
absent for a long time but they’re 
now back and they don’t like what 
they see… Massive debt, the Fed’s 
inflationary money policies, huge 
entitlements, a divided government 
and lack of foreign buying are just 

nanke put” is losing ground. 
Will U.S. bonds follow the Japa-

nese yen down, which was previously 
a safe haven? Time will soon tell but 
it could happen and here’s why…
EVEN MORE STIMULATION

As we’ve often discussed, the 
Fed’s monetary policies have been 
extremely inflationary.  Since the 
2007-2008 financial crisis, the Fed 
embarked on QE1.  This was fol-
loweg by QE2, Operation Twist, QE3 
and a few other programs.

These were all attempts to fight 
the deflationary pressures, avoid a 
recession/depression and keep the 
economy on track.  So far, the Fed 
has succeeded but there will be a 
price to pay and that price is infla-
tion.

Not only has the Fed been creat-
ing massive amounts of money to 
stimulate the economy but in De-
cember the Fed kicked it up a notch 
with QE4.  It’s now going to double 
its mortgage backed and Treasury 
bond purchases to $85 billion per 
month and keep interest rates near 
zero until unemployment falls to at 
least 6.5% from its current 7.8%, or 
until inflation tops 2½%. 

As far as we know, this is unprec-
edented. The Fed is basically saying 
they’ll keep stimulating (printing 
money) for as long as it takes. And 
even though it was later revealed 
that some Fed members thought this 
bond buying may wind down later 
this year, it’s really anyone’s guess.
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CUrrENCIEs
U.s. dollar for 2013... look out below

The fact remains that bond buy-
ing has now more than doubled. 
That’s super inflationary and it’s 
bearish for bonds. Foreign investors 
have taken note and they’re selling 
rather than buying. 

They see the debt exploding and 
entitlement spending, which is by 
far the largest and it’s barely been 
touched (see Chart 8). 
PUTTING INTO PERSPECTIVE

As we’ve often mentioned, the 
numbers are so large, it’s hard to 
relate, but our good friend Chuck 
Butler did a great job personalizing 
them as a household budget so they 
hit home.

He notes… Annual family income 
is $21,700. Money the family spent 
is $38,200. New credit card debt 
amounts to $16,500. Outstanding 
credit card balance is $142,710. 
Total budget cuts are so far $385… 
That’s the bottom line and it’s un-
likely to change much.

This is all going to keep down-
ward pressure on bond prices and 
that’s why they’re turning bearish 
(see Chart 9). The leading indica-
tor is telling us bond prices are 
headed lower, and it’s time to sell 
your bonds.

This means stocks will be a 
better investment and we believe 
they will strongly outperform 
bonds in the year ahead. Note the 
ratio between the two has formed a 
large bottom and it’s poised to rise. 
This will favor stocks over bonds 
(see Chart 10).

For now, bond prices are bearish 
and the major trend for long-term 
rates will remain up with the 10 
and 30 year yields above 1.83% 
and 2.95%, respectively (see Chart 
11). 

While it’s still too soon to say the 
bond bubble is bursting, it might be. 
That would be confirmed if the 30 
year yield rises above 4.10%, and we 
urge you to watch these markets.

CHART 11
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The writing is on the wall… and 
the U.S. dollar’s days are numbered. 
This may not be obvious yet, but it 
will be soon. The dollar has been 
under pressure since mid-year and, 
like U.S. bonds, its safe haven sta-
tus has been fading. 
DOLLAR: Resisting at important 
juncture

Interestingly, however, and de-
spite all the ups and downs, the 
U.S. dollar index had been holding 
near the very strong 80 level. Look-
ing at the dollar index on the left of 
Chart 12, you can see why this level 
is so important.

It’s been a key support level but 
the dollar index has been resisting 
at this 80 level in the new year. And 
a renewed bear market decline will 
begin once it is clearly broken. 

The dollar could then fall sharply, 
probably back down to its 2011 
levels as its next downside target, 
and we believe this could happen at 
any time.

DEBT DRAGGING DOLLAR
Even though the fiscal cliff was 

temporarily avoided, the debt ceil-
ing debate is next on the agenda. 
This will again emphasize that debt 
continues to mount and the world 
will be watching.

U.S. creditors know the debt 
will be repaid with much cheaper 
dollars and this alone could drive 
the dollar down to far lower levels as 
the world’s central banks and global 
investors continue diversifying, out 
of dollars and into other currencies 
and gold.

This is already the path the U.S. 
has been on since the early 1970s 
when the dollar was taken off the 
gold standard (see Chart 13A). The 
dollar devaluation since then has 
occurred slowly but surely and it’s 
still in force.

Very simply, the U.S. can’t pay 
its debts. They’re far too big, so 
printing excessive amounts of dol-

lars has been the easiest route to 
take. That way the debt gets paid 
but not at the same value.

As you can see on the chart, this 
process makes the dollar worth less. 
That’s why things become more 
expensive because you need more 
dollars to buy them. As time passes, 
the day will come when the dollar 
will be worth much less. That could 
still be many years from now but it 
will happen.

Remember, there is not one 
single paper currency that has 
survived going back over history 
(the better ones have lasted about 
100 years). The main reason why is 
because they’ve all mostly gone the 
devaluation route, and the U.S. dol-
lar will not be an exception. 
RESERVE CURRENCY: Changing

As we’ve often pointed out, over 
the past few years, China has been 
making trade agreements with other 
countries using their own curren-



7Copyright Aden Research January 15, 2013

     RESISTING                           THE DOLLARS OF THE WORLD... Looking good
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China and the U.S. have essen-
tially traded places and by elimi-
nating the dollar from many of these 
transactions, the dollar’s global 
power is clearly diminishing.

For now, the dollar’s leading indi-
cator is declining from a major high 
area (see Chart 13B). This tends to 
coincide with significant tops in the 
dollar, which reinforces the odds 
that the dollar’s next direction will 
be down.

The major currencies are also 
confirming this scenario. 
As you’ll see next, they’re 
all looking good. 
THE OTHER DOLLARS

Turning again to Chart 
12, the other dollars are 
on the rise. They’re bull-
ish above their moving 
averages and since most 
of these are commod-
ity currencies, they’ll 
continue to do well as 
long as commodities and 
the global economy hold 
firm. 

That’s especially true 
of the Australian dollar, 
which receives a strong 
boost from China’s eco-
nomic growth because 
China is a big importer 
of Australia’s natural re-
sources, like iron ore.

Canada has a lot of 
oil and that’s why the 
Canadian dollar and the 
oil price generally move 
together (see Chart 14). 

With oil now set to head higher, 
it’ll keep upward pressure on the 
Canadian dollar.  We also like the 
Norwegian krone.

The euro is looking good too 
(see Chart 15A). It’s bullish above 
its moving average and we’re now 
recommending it.

The Eurozone has calmed down 
and while problems remain, the 
situation is much better than it was 
before. Germany is strong and it’s 
Europe’s locomotive. Plus, Stan-
dards and Poor’s boosted Greece’s 
credit rating by six notches. 

The overall situation has im-
proved and that’s benefiting the 
euro.

cies, thereby eliminating the U.S. 
dollar. The latest deals were with 
Japan, Australia and Brazil, and the 
Arab countries could be next.

Plus, the numbers speak for 
themselves. Six years ago, for in-
stance, the U.S. was the largest 
trading partner in the world for 127 
countries, and China only had 70 
trading partners. Today, however, 
China is the leader with 124 trad-
ing countries and the U.S. only 
has 76. 

2008

CHART 14
CANADIAN DOLLAR & CRUDE 
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MEtaLs, NatUraL rEsOUrCEs & ENErgY
gold’s bull market is 12 years old... going on 13!

Chat 15B). It has simply collapsed 
after being a safe haven just a few 
months ago, and the U.S. dollar 
could follow the yen down.

Japan has massive debts and 
a deadbeat economy that hasn’t 
responded to record QE programs 
and super low interest rates over 
the past decade.

Plus, the carry trade is now 
becoming popular again, putting 
even more downward pressure on 
the yen. That’s when investors bor-
row money in a weak, low interest 
rate currency and then invest those 
funds in a stronger currency that 
has a higher interest rate.

Currently, the Australian dollar 
is a popular currency for the carry 
trade crowd. Not only is it strong but 
its interest rate is about 2½% more 
than the yen’s (see Chart 16).

The currencies we’re currently 
recommending are the Australian, 
Canadian and New Zealand dol-
lars, and the euro. For now, it’s 
okay to keep U.S. dollars but if the 

dollar index declines clearly below 
79, you’ll want to lighten up on the 
dollar and put more of your funds 
in these currencies.

As for the Swiss franc, we’re 
avoiding it. Even though it’s also 
bullish, Swiss banks are now charg-
ing a negative interest rate. In other 
words, you pay them for holding 
Swiss francs and it’s simply not 
worth it, expecially since it’s closely 
tied to the euro.

CHART 16

2010     2011       2012                2010      2011      2012
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CARRY TRADE IS BACK!
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CHART 15 
TRADING PLACES
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BREAKING ABOVE 
KEY TREND

YEN:  Finally broke down
Unfortunately, we can’t say the 

same about the Japanese yen (see 

Well, the gold price did it again.... 
It’s now official, gold has been up 
for 12  consecutive years.  It closed 
December up 7% from a year ago.

Silver closed up over 8% from a 
year ago.  This indirectly says the 
stellar silver rise in 2010, which 
was its best year in the bull market, 
remains predominant.
GOLD’S BULL IN 2013

When looking at gold’s higher 
close each year since the financial 
crisis, it helps put pricing into per-
spective.  For example ....  

In 2008 the year ended with gold • 
at $884. 
2009 ended at $1096,  the year • 
gold surpassed its record price.
2010 closed at $1421, record • 
high annually.
2011 ended at $1566, record.• 
2012 closed at $1675.80, re-• 
cord.

This means as long as gold closes 
2013  above $1675.80 the bull will 
stay alive, reaching another annual 
record.  Now this doesn’t seem so 
hard for gold to do, especially in 
the historical environment we live 
in today and looking ahead to what 
2013 has to deal with.

Some argue that gold’s bull 
market is on its last leg.  They 
feel it may have a hard time staying 
bullish as the year unfolds because 
stocks could be stiff competition, 
which will lessen the need for gold 
as a risk asset.  

We can understand this con-
cern and others because gold 
hasn’t reached a record high in 
16 months, in spite of the crises 
and debt dilemmas in the U.S. 
and Europe.  The ongoing massive 
currency creation, the Fed’s out of 
sight bond buying and adding tril-
lions to the debt just to help hold 

off the crisis should be affecting the 
gold price by now.

But events always seem to take 
longer than anticipated.  Inflation 
will surely come, it’s just a matter 
of when.  The fact that gold hasn’t 
reached a new high doesn’t change 
our view of the bull market.

More important is gold’s lack of 
weakness.  It has only given back 
less than 20% of its 170% rise from 
the 2008 lows to the Sept 2011 re-
cord high.

The bull market is alive and 
well.  Gold is simply the best invest-
ment against the current histori-
cal monetary, fiscal and economic 
environment.  Think of it as your 
financial insurance against all of to-
day’s uncertainty.  Most important, 
we’ll remain invested as long as the 
major trend is up. 

Most people don’t realize the im-
portance and benefits of the reserve 
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GOLD/DOW INDUSTRIAL 
RATIO
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status the U.S. dollar has held for 
decades.  It’s like a spoiled child and 
as a result, the government wants 
and needs inflation to help wash 
away the monster debt they’ve cre-

ated.  And they’ll try 
to keep interest rates 
down for as long as 
possible.
Gold’s big picture is 
bullish

It’s always a good 
idea to start the new 
year off looking at 
the big picture.  It 
clearly helps to keep 
focused on the im-
portant trends (see 
Chart 17).

First ,  note the 
steady rise gold has 
had since 2001.  It’s 
moving within a mega 
upchannel that’s been 
underway since the 
late 1960s. 

This clearly shows 
how insignificant the 
decline  of the last 
16 months has been.  
Gold has held firmly 
near the September 
highs on a big picture 
basis. 

Meanwhile, the 
leading indicator, B, has been de-
clining reaching the low areas of 
the bull market.  This is amazing to 
see the indicator at a great buying 
area, while gold holds firm, and with 
plenty of room to rise before a blow 
off phase even gets started.
Gold better than stock market

We all know the stock market 
outperformed the gold market last 
year.  And this year stocks con-
tinue to look good.  This is fine and 
we have both, but the next chart 
says... gold investors have no wor-
ries because the mega trend clearly 
continues to favor gold. 

In fact, it’s saying gold is cur-
rently cheap compared to the stock 
market ... as cheap as it was 12 
years ago!  Chart 18 shows the ratio 
of gold compared to the Dow Jones 
Industrials.  Here you can see the 
ratio changed to favor gold back in 
2002 when it rose above its mega 
moving average trend.

The ratio has stayed consistently 
above this average since then, and 
even though it’s come down from 

the highs and could even decline 
further, the leading indicator (B) 
shows that gold is in a low area 
(cheap) versus the stock market.

And as long as the ratio stays 
above its moving average, the mega 
trend will favor gold over stocks.

CHART 19
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CHART 23
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Demand growing
Gold demand is growing and as 

you’ll see, demand is also growing 
for other metals and resources.  

China is at the forefront and 
it’s been buying a lot.  They 
doubled their gold imports last 
November, and their demand con-
tinued into January with another 
jump in purchases due to the lunar 
new year.

Already we’re seeing more inter-
est in gold this new year.  The first 
two days in January saw almost as 
much buying as in all of December, 
according to the U.S. Mint.

And Japan is now changing its 
ways, thanks to its new Prime Min-
ister Shinzo Abe.  With his pledge to 
push inflation up to 2%, we saw the 
Nikkei rise in its best gain in seven 
years, while the yen fell sharply to an 
over two year low.  Plus, according 
to the World Gold Council, Japan’s 
Pension Funds (with over $3 trillion) 
are planning to more than double 
their gold holdings over the next 
two years.

The yen has been a safe haven 
along with the dollar in recent years, 
which is why the yen rose steadily 
from its 2007 lows.  But in spite of 

its strength, gold rose more than the 
yen did as Chart 19 shows.

Gold rose to record highs in yen 
terms in 2011 while the yen also 
rose to record highs.  But now we 
see gold taking over as it surpasses 
the record while the yen falls by 
the wayside.  Does this mean gold 
is ready to reach another record in 
dollar terms? It could be.
Gold buying time

Gold is in a good buying time.  It 
fell further in December in a decline 
we call “B” and gold’s been basing 
above the Dec 20 low at $1646 (see 
Chart 20A).  This means gold has 
come down 8½% since its $1796 
high on Oct 4.

Clearly, it’s been a moderate 
decline, which is characteristic of 
a B decline, and whichever way 
gold breaks out of this $1796 and 
$1646 area will tell us the next 
direction.

Gold is at an interesting junc-
ture.  Its leading indicator is at a 

low area, and its mega 23 month 
moving average is now at $1645 
and rising.  This means the Dec 
lows are a key level.  If it holds and 
gold closes back above its January 
high near $1690, we could see the 
Oct high tested.

A new C rise would then be un-
derway, and as you know, C rises 
tend to be the best upmove in a 
bull market when gold rises in a 
record breaking leg up.  We’re get-
ting closer to this time.

If the bull market remains as 
strong as it looks, don’t get left 
behind... finish buying your posi-
tions.

Once gold takes off, the bombed 
out gold shares will catch up.  
They’ve been waiting for the green 
light from gold.  The stock market 
has already given its green light, so 
it’s now gold’s turn.

Keep your positions. Our shares  
did well in a bad market (see Royal 
Gold on Chart 26). And once gold 
starts up, the shares will likely 
outperform.
SILVER:  Looks so good!

Silver is holding firm...  It was 
slipping below $30, then bounc-

tapa
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ing up.  Like gold, silver reached a 
low last December at $29.70.  The 
downside is limited and if silver 
stays above $31, and especially 
above $32.50, a renewed leg up will 
be underway.

Chart 21 shows silver’s bull-
ish technical picture.  It’s holding 
within a seven year upchannel, 
while its indicator continues to 
form a bottom in an oversold area.  
This is a good looking picture for 
someone who wants to buy more 
silver now.  Plus, silver is poised to 
outperform gold.

When silver outperforms gold, 
it’s normally because the global 
economy looks better.  Silver flip-
flops between being a precious 
metal and a base metal, and it looks 
like it’ll be getting the benefit of both 
this year.

Note the silver to gold ratio on 
Chart 22.  The ratio has been in an 
upchannel since 1990.  Silver rose 
too far, too fast in 2011 and it’s been 
consolidating its rise since then.

The ratio’s leading indicator is 

now bouncing up from an extreme 
low, which reinforces that silver is 
getting ready to outperform gold.

So we now have a situation 
where silver and gold shares are 
poised to outperform gold.  And 
gold is set to rise in an intermedi-
ate leg upward.
RESOURCES:  Perking up

The underlying foundation for 
the global economy is looking bet-
ter based on demand for resources.  
And here too, China is at the fore-
front.

The news continues to gain 
steam...  Alcoa was the first to come 
out this earnings season with a 
brighter forecast for aluminum use 
based on China’s recovery.  

Vale SA is another one.... the 
CEO of this largest iron-ore pro-
ducer said the company will benefit 
from a recovery in Chinese con-
struction and manufacturing. 

And copper... China consumes 
about 40% of the world’s copper, 
and November saw record imports 
of copper.  

We’re also seeing record demand 
in palladium from the automakers, 
the biggest buyers.  In fact, demand  
has been outpacing supply for two 
years now. 

Copper is the most sensitive to 
the world economy and it tends 
to move with the stock market.  
Housing has also been bouncing 
up and they’ve all been doing well 
(see Chart 23).

The price of tin is another good 
example, and in fact  it looks simi-
lar to the silver price.  Chart 25 
shows tin breaking above its 65 
week moving average for the first 
time since 2011, and its leading 
indicator is also bouncing up  from 
a major low area... it’s screaming... 
bullish!  

And the l ist 
goes on, lumber is 
jumping up, and 
the resource and 
building stocks 
are recovering (see 
Chart 26).

Overa l l ,  the 
markets are telling 
us to stay invested 
in resources and 
buy more.  De-
mand is strong 
and growing.

TELLING STOCKS
CHART 26

2008

2008

2008

GOLD SHARES  TECHNOLOGY  BUILDING  RESOURCE BUILDING 
ROYAL GOLD (RGLD) APPLE (APPL)  LUMBER  BHP BILLITON (BHP) CATERPILLAR (CAT) 

08    09    10    11    12                 08    09   10     11    12             08     09    10     11     12               08     09    10    11    12              08    09   10     11    12

20082008



12 Copyright Aden ResearchJanuary 15, 2013

    2013 is off to a good start.  The U.S. and global stock markets remain strong, 
the resource and commodities are bubbling, the currencies look good, and gold 
and silver are bottoming and poised to rise.  Meanwhile, the traditional safe ha-
vens... the U.S. dollar, U.S. govt bonds and the Japanese yen have fallen.    In 
spite of the problems in the U.S. and Europe, we’re now selling our bond posi-
tion, gradually and ideally on strength.  We’re buying more stocks, currencies 
and resources.  2012 was a good investing year, in spite of the volatility and 
uncertainty, and we look forward to another good year together.

PRECIOUS  METALS, ENERGY, RESOURCE  RECOMMENDATION
    Gold and silver fell further this past month, but they’ve found support at key 
levels.  They’re bottoming and set to move higher in an upcoming intermediate 
rise.  Gold shares are bombed out in general, and once gold gets going, gold 
shares will do very well.  In fact, gold shares and silver are poised to outperform gold.  Gold has important support at $1645 
and silver has support at $30.  These are most likely the B decline lows for the move.  Palladium, platinum and the resource 
sector are also looking better.  Now is the time to still take advantage of good value. We recommend buying and holding 
gold and silver.  If you already have your positions set, then sit tight.  We like both coins and ETFs, but prefer having more 
in coins and bars. We also recommend buying the palladium ETF (PALL).

U.S. AND GLOBAL STOCK  MARKET  RECOMMENDATION
   The world stock markets were the winners in 2012, and the 
new year is starting off with a bang.  The markets are clearly bull-
ish and they’re likely headed higher.  Our best performing stock 
has been Mexico iShares, and several of the global markets are 
outperforming the U.S. market.  We advise keeping our recom-
mended stocks and buy new positions in the strongest ones at the 
top of the list.  We also recommend buying six new stocks, which 
are diversified between global, resources and the U.S. Our new 
recommendations are listed on the right with an asterisk.  Since 
these new stocks have risen too far, too fast this month, ideally 
buy them on weakness using the levels provided in the box as a 
guideline.  This raises our stock position to 35%.

CURRENCIES  RECOMMENDATION
    The U.S. dollar is starting the new year resisting at a key level.  
The dollar index has been under pressure since mid-year and 
its safe haven status is fading.  The Dollar currencies look good, 
especially the ones tied to  commodities and the global economy.  
We recommend keeping the Australian and Canadian dollars, 
and buying the New Zealand Dollar.  We also like the Norwegian 
Krone, and we recommend buying the euro. Keep 25% of your 
cash in these currencies, and keep a small position in the U.S. 
dollar for now, but sell should the index close clearly below 79. 
You can buy these currencies at Everbank, Chris.Gaffney@
everbank.com, or buy the ETFs (see box at the right).

INTEREST  RATE  &  BOND  RECOMMENDATION
    U.S. government bonds fell this past month as long rates 
jumped up to 8 month highs.  Bonds are slowly losing their 
safe haven status and a major top is forming.  That is, yields 
are bottoming  and they’re poised to rise, in spite of the Fed’s 
efforts to keep rates low.  If the 30 year yield now stays above 
2.95%, pressure will be up for rates.   A mega reversal would 
occur above 4.10%.  Use bond strength to sell your bond posi-
tion gradually  this month and next.

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. 

25% Cash (up from 20%) 
U.S., Aust, Can, NZ  
dollars & Euro

40%  
Precious Metals 
Gold & silver physical 
& ETFs & gold & silver shares 

35% 
(up from 25%) 
U.S. & Global 
Stocks

OUR OPEN POSITIONS 
GOLD & SILVER ETFs  AND SHARES

New Gold NGD-AMEX TSX:NGD 
Silver Wheaton  SLW-NYSE TSX:SLW 
Royal Gold RGLD-Nasdaq  TSX:RGL, FSX:RG3
Palladium * PALL-NYSE
Central Fd of Can CEF-AMEX TSX:CEF-A 
iShares Silver Trust SLV-NYSE
SPDR Gold Shares GLD-NYSE  HKE:2840
iShares Comex Gold IAU-NYSE 
Central Gold Trust GTU-AMEX 
Gold Fields Ltd. GFI-NYSE

STOCKS AND ETFs
Hong Kong iShares * EWH-NYSE Buy at 19.50 or lower 
Mexico iShares  EWW-NYSE
Germany iShares * EWG-NYSE Buy at 24.50 or lower
DJ US Fn SVC iShrs * IYG-NYSE Buy at 60 or lower
iShares S&P Glbl 100  IOO-NYSE 
Agribusiness Mkt Vec * MOO-NYSE Buy at 53.50 or lower
Templeton Emerging * EMF-NYSE Buy at 20 or lower
Xstrata Plc * XSRAF-NYSE Buy at 18 or lower
ISE Glbl Copper  CU-Nasdaq 
Procter & Gamble  PG-NYSE
Dow Diamonds   DIA-NYSE
Energy Select SPDR  XLE-NYSE 
American Elec Power  AEP-NYSE 
DJ US Telecom   IYZ-NYSE 
Power Shares Nasdaq   QQQ-Nasdaq
US Global Res PSPFX-NYSE
Wal-Mart  WMT-NYSE

CURRENCY ETFs
Euro FXE-NYSE
Canadian dollar  FXC-NYSE
Australian dollar  FXA-NYSE

 * = New position


