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NOTES & REMINDERS…
• A couple of weeks ago we 

invited you to subscribe to our 
sister publication GCRU. Many 
of you asked if we were involved, 
so to clarify… GCRU is our weekly 
trading service written by Omar 
Ayales. He is our chief trading 
strategist and we collaborate with 
him on market strategies and 
direction. This service is part of 
our Aden group and if you haven’t 
tried it, we definitely think it’s 
worth taking advantage of our 
special offer and giving it a try.

• Also, a friendly reminder that 
we’ll be speaking at FreedomFest 
on July 8-11. This action packed 
event is being held at Planet Hol-
lywood in Las Vegas. We’d love to 
see you there and we hope you’ll 
join us. For more details go to 
http://freedomfest.com.

The markets are volatile. And 
when this happens, we usually 
receive more emails from you with 
comments and questions.

So again, this month we’ll an-
swer some of your most frequently 
asked questions…
UNEVEN & MIXED ECONOMY

Q. Many signs are pointing to 
recession. Do you still think the 
economy is going to “plod along” 
as it has in recent years?
A. There’s no question the econo-
my is struggling. It declined .7% in 
the first quarter.  And based on the 
recent negative economic numbers, 
the second quarter could be simi-
lar (see Chart 1).  If so, it would 
mean a recession is starting.

Currently, it’s still a mixed bag. 
We’re seeing good news and bad 
news. 

This month, for example, indus-
trial production declined for the fifth 
straight month. In the past, that’s 
been a sign of recession. 

On the other hand, the leading 
economic indicator rose strongly 
and jobs are better, signaling the 

economy is going to pick up.
So it’s no wonder everyone’s 

scratching their heads, wondering 
what’s coming next, and you can 
see this in the numbers…
Caution prevails

Consumers are saving the most 
since 2012. This reflects caution.  
Since consumer spending accounts 
for about 70% of economic activity, 
some experts are getting nervous.

The IMF, for instance, cut this 
year’s economic growth forecast for 
the U.S. to 2½%. Janet Yellen and 
other Fed officials have also voiced 
concerns about the slowdown in 
global economic growth. 

Looking at the facts, the Fed 
has to be worried… Think about 
it… After six years of economic 
stimulus, the economy is teeter-
ing on the verge of a possible 
recession. 

Plus, inflation is at zero (see 
Chart 2, which shows the Fed’s 
favorite inflation index). This is a 

bummer and there’s no question 
about it.

So what’s the Fed going to do? 
As we’ve seen many times in re-
cent years, the Fed will fight off 
recession using whatever tools are 
necessary. 

It’s committed to holding off de-
flation and if that means embarking 
on a new QE4 program, we’re nearly 
certain they will.

If a recession is averted, then 
yes, the economy will continue to 
plod along, like it’s been doing for 
the past seven years. 

Interest rates will stay low and 
economic growth will remain slow 
but steady, thanks to the Fed’s 
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guidance, which has essen-
tially become set in stone.

Q. With the economy slow-
ing, does real estate still look 
good?

A. Yes.  In fact, it’s one area 
of the economy that’s looking 
very good. Housing starts re-
cently soared by 20% from one 
month to the next, and home 
prices were up too.

Overall, real estate will re-
main a good investment as long 
as interest rates stay relatively 
low. And the way things are 
looking, rates could remain 
at these lower levels for a long 
time.

Meanwhile, if the economy stays 
sluggish, housing could give the 
economy the boost it needs.

Q. Many are warning of a crash. 
Do you see that happening?

A. Anything is possible. As we 
discussed last month, debt has 
become a real drag on the economy, 
fueling deflation. That’s just one of 
several “wild cards” brewing just 
under the surface.

If one of these were to blow up, 
for whatever reason, it could trig-
ger a crash and chaos in the major 
markets, like the subprime loan 
crisis did in 2007-08.

Currently, we’re hearing a lot 
about student loans, the massive 
credit bubble and so on. The de-
rivatives market alone has been a 
big concern for years, but it keeps 
growing. 

It’s now at about $1.5 quadrillion 
and as Addison Wiggin points out, 
that’s 194% over the avalanche that 
triggered near financial collapse in 
the Panic of ’08. 

Plus, the “too big to fail” 
banks during the 2008 cri-
sis are nearly twice as big 
today as they were then.

So yes, there are con-
cerns. But again, should 
a crisis hit, we’re certain 
the Fed would do every-
thing in its power to “fix 
it” as quickly as it can. 
The big question is, would 
it be enough? And that’s 
something none of us can 
foresee.

That’s why it’s always a good 
policy to stay diversified. Don’t 
put all of your investment eggs in 
one basket. Instead, spread your 
funds around. Keep some in stocks, 
bonds, metals, cash and real estate. 
That way, you’ll minimize a possible  
damage, just in case.

Q. Are the U.S. dollar and U.S. 
bonds still safe havens?

A. Yes (see Chart 3). Even though 
both of these markets have been 
coming down, they’re still bullish.

As you’ll see in this month’s is-
sue, it looks like the dollar is going 
to fall further. If it turns bearish, it’ll 
no longer be a safe haven. 

The same applies to bonds.  But 
they’ll likely hold up better consid-
ering the ongoing low interest rate 
environment.

Q. I’m worried that during our 
lifetime the dollar could become 
worthless. What percentage of 
our cash should move to currency 
ETFs, metals ETFs and/or how 
much physical gold and silver 
should we hold?

A. Currently, the U.S. dol-
lar is firm, but we also know 
it’s been declining for over 40 
years. Will it become worth-
less? Eventually. 

We say that because there 
is not one single paper cur-
rency that has stood the test 
of time. They’ve all become 
worthless and the dollar will 
not be an exception.

But that doesn’t mean you 
have to panic. These things 
take time and in the dollar’s 
case, change will likely con-
tinue to happen slowly. Still, 
that’s one reason why we 

advise keeping 15% of your total 
portfolio in physical gold and silver, 
and/or their ETFs. 

If the dollar again heads lower, 
we’ll likely raise this percentage and 
lean towards a larger percentage 
in physical gold and silver, which 
will help maintain your purchasing 
power.

We’ll also then recommend a 
larger percentage in the strongest 
currencies and/or their ETFs. And 
this brings us to our next question, 
which is related…

Q. The moves China is making 
to become the international cur-
rency of choice will likely cause 
upheaval in global markets. Do 
you think now may be the best 
time to get a head start and buy 
some yuan?

A. In this month’s currency sec-
tion, we’re updating you on all the 
latest steps China is taking in that 
direction. And there will be many 
effects.

Since the change will be gradual, 
we may not see global upheaval. In-

stead, it could be a chipping 
away while the U.S. dollar 
and some of the other cur-
rencies eventually step back, 
making way for China.

As far as buying the yuan, 
we’re not recommending it 
yet. But we probably will at 
some point. 

First, we want to see 
how current developments 
unfold. History is definitely 
in the making and this year 
will be most important.
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u.s. & worLd stoCK MArKets  
unusually mixed market
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The stock market is at an 
important crossroads. It’s been 
chugging and volatile, and it 
can’t seem to overcome the 
downward pressure that’s been 
keeping a lid on stocks. 

Nevertheless, several of 
the stock indexes hit new re-
cord highs over the past few 
weeks. 

Others, however, have been 
weak and they’re looking down-
right bearish. So overall, we 
have a very mixed stock market 
picture.
THE GOOD AND THE BAD

Chart 4 provides a good example 
of what’s happening… As you can 
see, the Nasdaq is currently near its 
all time record high. 

It’s been super strong and bull-
ish, and it’s been the market leader 
for the past 2½ years.

Everyone is keen on tech stocks 
and the latest exciting develop-
ments… But just because Nasdaq 
keeps rising doesn’t mean all tech 
stocks are doing well. Many aren’t. 
The majority, however, are gener-
ally headed higher, which is push-
ing Nasdaq to new highs.

Plus, if we stand back and look 
at Nasdaq’s big picture, it’s even 
more bullish (see Chart 5A).

Note that Nasdaq has actu-
ally been in an uptrend since the 
1970s. And it’s been in a steeper 
uptrend since 2009.

Also impressive, Nasdaq’s lead-
ing indicator has not yet reached 
the major high area. In other 
words, Nasdaq is not overbought  
on a major trend basis, and it 
has room to rise further before it 
reaches a toppy area.
NOT HEALTHY SIGN

On the other hand, going back 
to Chart 4, take a look at the Dow 
Jones Transportation Average. 

It’s been declining this year and 
it’s the opposite of Nasdaq. It’s at 
a seven month low, it’s broken 
below a 2½ year uptrend and it’s 
currently below its major moving 

average at 8470.
This is bearish action. And if the 

Transportations stay below 8470, 
it’ll be a negative sign, not only for 
transportation stocks but for the 
stock market in general. Why?

Mainly because of this wide di-
vergence. It’s not a healthy sign. 
And whether it’s due to higher inter-
est rates, the problems in Greece, 

worries about a possible re-
cession, or whatever…. the 
bottom line is that it’s flashing 
a caution signal.
INDUSTRIALS: Strong

In spite of this sign of cau-
tion, the Dow Jones Industrial 
Average is ignoring it too. Like 
Nasdaq, it’s been hitting new 
highs and doing its own thing 
(see Chart 6).

As we’ve often said, low 
interest rates have been pro-
viding a tremendous boost for 
stocks. And even though inter-
est rates have been moving up, 

it hasn’t been significant when you 
look at the big picture.

That is, interest rates are still at 
low levels and as long as the econ-
omy is struggling, interest rates are 
going to stay low. This in turn will 
continue to be good for stocks.

For now, the stock market will 
remain bullish with the indexes 
staying above 17300 for the Dow 
Industrials, 4600 for Nasdaq and 
2000 for the S&P500.
DOW THEORY NERVES

Nevertheless, we can’t ignore 
the elephant in the room, which 
is making Dow Theorists nervous. 
Here’s why…

When the Dow Industrials hit 
a new record high in March, the 
Dow Transportations did not. 
Based on Dow Theory, this was 
a non-confirmation of the high. 
Then the Transportations turned 
weak, but this weakness was not 
confirmed by the Dow Industrials. 
So again, this was a non-confir-
mation on the downside.

Currently, despite the back 
and forth, the Dow Theory bull 
market still remains in force, but 
we’re watching it closely. 

The ideal would be for both the 
Industrials and the Transporta-
tions to hit new highs together, but 
the Transports would have to rise 
quite a bit before that happens.
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WEAK DOLLAR: Good 
for stocks

Aside from interest 
rates, the weaker U.S. dol-
lar is another positive for 
stocks.

At the recent G7 meet-
ing, Obama admitted that 
the strong dollar was a 
problem. The dollar’s been 
declining since then.  That’ll 
ease some of the pressure 
that was hanging over the 
stock market, primarily 
due to weak earnings for 
many of the multinational 
companies.

Plus, investors aren’t 
bullish. Many are think-
ing a crash is coming and 
they’re gun shy. This is 
basically good for stocks, signaling 
it has room to rise further. As our 
dear friend Richard Russell says, 
“I’ve never seen a top form when 
so many advisors are searching for 
a top.”

In addition, small cap stocks are 
again picking up steam. This too is 
a good overall bullish sign because 
it means investors aren’t super 
worried.
GLOBAL EQUITIES

As for the global stock markets, 
they’re generally bullish too.  But, 
like the U.S. market, 
they’ve been correcting 
downward.

The European stock 
markets have been 
doing well, thanks to 
better economic signs, 
and their QE economic 
stimulus program.

The same is true of 
Japan (see Chart 7). 
The Japanese stock 
market hit a 15 year 
high this month as the 
yen fell further. This is a 
direct result of Japan’s 

aggressive QE stimulus policy.
We felt Japan was too risky, but 

it’s been a winner and it likely has 
more upside potential. Still, we’ll let 
this one go. The BoJ now says the 
yen is too weak.  And this implies a 
softer stock market.

Another outstanding market 
has been China (see Chart 8). It 
has literally soared, leaving all of 
the other emerging markets in the 
dust.

Its stock market capitalization is 
set to reach $10 trillion. And even 
though China has already risen a 

lot, its upside potential 
in the years ahead will 
keep growing as China 
continues its journey 
toward center stage. 

For now, China’s 
market has risen too 
far, too fast, but we may 
recommend buying in 
the months ahead, once 
the frenzy cools down 
somewhat.
OTHER CRISES

And finally, a dear 
subscriber wrote and 
asked, what were advi-

sors saying during other 
historical times of crisis? 
Who was right, who was 
wrong and was there any 
methodology to the ones 
who got it right?

Several advisors have 
warned when markets 
were way out of line. The 
late 1990s, for instance, 
was clearly a bubble when 
everyone was electric over 
super overvalued tech 
stocks. That’s all everyone 
talked about, which is one 
definition of a bubble. But 
that’s certainly not the 
case today.

Overall, there are many 
famous stories both good 
and bad. One involves Wall 
Street legend, Bernard 

Baruch. He was invested in stocks 
during the roaring 1920s. But as the 
market grew more frothy, he became 
cautious. 

One day the shoeshine boy asked 
him about a stock. So Baruch knew 
a top was near. He sold his stocks, 
then shorted stocks, and was on a 
cruise to Europe when the stock 
market collapsed.

We can all learn from the greats 
and we’re going to do more research 
on this. Hopefully, it’ll help us fine 
tune these black swan events before 
they happen. 
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u.s. interest rAtes And Bonds
Yields at seven month highs

CHART 11
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Interest rates were also volatile 
this month, hitting a seven month 
high. Bond prices fell. They basi-
cally reacted to news of the day, es-
pecially European and Fed news.
FED FIXATION

Yes, everyone’s still glued to what 
the Fed will, or will not do. They dis-
sect every innuendo, all in the hope 
of getting a preview of what the Fed’s 
going to do next.

It’s sad but true. Just about ev-
eryone is hooked on the Fed…

Will they raise interest rates in 
June? No, now it’ll probably be in 

September. But wait, how 
can the Fed raise rates in 
September if the economy 
is weak? Plus, the IMF and 
the World Bank now want 
the Fed to wait until next 
year to raise interest rates. 
Will they?

With global growth gen-
erally slow they’ll probably 
have to wait. But, it’ll be 
hard to raise rates next 
year because it’s an elec-
tion year. 

Then, will the Fed have 
to wait until 2017? Could 
be… and so it goes…
INTENSE REACTION

It’s crazy, but you get the picture. 
What’s so amazing is that millions 
of investors and traders actually re-
act to this type of news. This is one 
important reason why interest rates 
and bonds have been so volatile.

In fact, if you look at the bond 
price on Chart 9, you can see how 
intense the Fed’s actions have been 
since 2008, when the financial crisis 
hit. You’ll also see other crises that 
happened along the way, which af-
fected the market.

The bottom line… there’s been 
lots of spoons stirring the pot. But 
despite all of this intervention, 
bonds have remained bullish.

Meanwhile, other factors have 
also taken center stage…
IT’S ALL ABOUT THE ECONOMY

Nearly everyone, for instance, 
is watching the economy. This has 
become even more important in re-
cent months because the economy 
has been struggling, pretty much 
across the board.

Normally, these deflationary 
pressures would be bullish for 
bonds. It would fuel a further rise, 
but it hasn’t been happening. 
Why?

One reason is Europe. Its econ-

omy is looking better.  As a result 
of QE, the Eurozone economy out-
performed the U.S. and the U.K. in 
the first quarter for the first time 
since 2011.

Plus, its four largest economies 
(Germany, France, Spain and Italy) 
all expanded for the first time in 
five years.

This has driven German interest 
rates much higher, and they’ve been 
super volatile. And even though Eu-
rope is showing positive signs, the 
ECB has said they’ll keep buying 
bonds for another 15 months.

Again, this would usually be 
bullish for bond prices. It would 
keep a lid on interest rates. But so 

100 = JUL 2013

CHART 10

JUL 2013                2014                        2015

10 YEAR YIELDS: BOUNCING UP

AdenOriginalChart

MEXICO
CHINA
BRITISH 
AUSTRALIA
CANADA
JAPAN
GERMANY

U.S. GOV’T BONDS
(30 YEAR YIELD INVERTED)

08          09        10          11          12          13         14       15  

CHART  9

AdenOriginalChart

QE 3
TAPER

SPAIN 
CRISIS

GREEK 
CRISIS

6 C Bks
Intervene

OPERATION 
TWIST

QE 2 
OVER

QE 2 
STARTS

EUROPE 
BAILOUT

QE3
STARTS & 

ECB PROGRAM

* U.S. GOVT 
NEGATIVE CREDIT RISK

*QE 1 
STARTS

QE 1 
ENDS

TAPER 
OVER

OP. TWIST 
EXTENDED



6 Copyright Aden ResearchJune 12, 2015

 CHART 13
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30 YEAR YIELD: Is three a charm?

YEAR 1                YEAR 2               YEAR 3far, volatility continues and U.S. 
interest rates have gone along for 
the ride. So have rates in other 
countries (see Chart 10).

To some extent, this volatility 
has been due to tight bond supplies 
in the open market. And ECB chief 
Draghi says to expect even more 
volatility.
BONDS STILL BULLISH

So what’s going on? Until we 
see otherwise, we’ll stick with our 
view that the Fed will be unable to 
raise interest rates in the current 
environment, despite what Janet 
Yellen says.

A look at the charts also 
helps put things into perspec-
tive…

Looking first at Chart 11A, 
you’ll get a good feel for the 
daily bond price action. As 
you can see, the bond price is 
still holding near its moving 
average. This means the major 
trend is barely hanging on, but 
it remains up.

The leading indicators are 
looking good too. Note that the 
medium-term indicator (B) is 
currently bouncing up from 
the “bonds too low” area. 

This tells us the bond price 
will likely soon follow. The 
long-term indicator (C) is also 
bullish, reinforcing this out-
come. If so, then interest rates 
will again head lower. 
LOW RATES TO STAY FOR 
A WHILE

Since the 10 year yield and 
mortgage rates tend to move 
together, this would also be a 
bullish sign for the overall real 
estate market, making it even 

more attractive. The recent strong 
upmove in housing starts could 
be the start of renewed real estate 
strength (see Chart 12).

We’ll soon see but if interest rates 
decline soon, as we suspect, it’s go-
ing to be uncanny. Why?

As you can see on Chart 13, the 
current interest rate decline since 
January 2014 (in red) would then 
be almost exactly the same type of 
declines as the two previous inter-
est rate declines in both timing and 
movements. 

These happened in 2007-2010 
(in blue) and in 2011-2013 (in 
green).

And if these consistencies con-
tinue, the upcoming interest rate 
decline would likely be the final 
steep drop for the time being. That 
is, it would be the bond market’s 
last hurrah for this bull market.
T-BILLS REAL & NOMINAL:       
At zero

Another interesting point that 
coincides with this scenario is 
shown on Chart 14.  Here you’ll see 
the T-Bill short-term interest rate 
(above), going back to 1967. 

The chart below shows the T-Bill 

rate minus inflation. In other words, 
it shows the “real” T-Bill rate.

Note that it’s been negative since 
2008. And this, combined with 
practically non-existent inflation 
and zero interest rates, has provided 
an ideal backdrop for the bull mar-
ket in bonds…

Lately, however, the real T-Bill 
rate has been perking up and it’s 
now at zero for the first time since 
2009. 

With T-Bills, both nominal and 
real, at zero, it’s reflecting an ongo-
ing low interest rate environment, 

which is good for a last hur-
rah in bond prices. 
WHAT TO WATCH

This month, interest 
rates are at an important 
crossroads… The two most 
important numbers we’re 
now watching are 2.30% on 
the 10 year yield and 3.03% 
on the 30 year yield.

If these interest rates de-
cline and stay below these 
levels, then the recent up-
move in rates will basically 
amount to a rebound rise. 

But if these interest rates 
stay above these levels, it 
would signal a tend change 
is taking place. 

That would be confirmed 
if the 30 year yield rises 
and stays above 3.60%. 
And if that happens, we’d 
advise selling your bonds.

For now, watch the mar-
kets and maintain caution. 
Keep the bonds you have but 
don’t buy new positions for 
the time being.

CHART 12
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CurrenCies
u.s. doLLAr: Forming a top?
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CHART 17

The U.S. dollar was also volatile 
this month. But despite these ups 
and downs, it still looks like the dol-
lar is forming a major top.

That is, the dollar’s likely headed 
a lot lower in the months ahead.
THE DOLLAR LID

Last month we listed the main 
reasons why we believe the dol-
lar’s embarking on a major decline. 
These haven’t changed… 

To briefly recap, the main rea-
sons are the sluggish U.S. economy, 
hurts manufacturing, 
super low inflation, ex-
pensive U.S. exports, the 
probability of ongoing 
low interest rates, hurts 
global economy and the 
dollar’s still extremely 
overbought for the long-
term.

Meanwhile, as you can 
see on Chart 15B, the 
U.S. dollar’s (medium-
term) leading indicator 
has been declining from 
an extreme high. The dol-
lar is now following and 
it’s set to fall further.

Plus, the dollar ap-
pears to be forming a 
head and shoulders top 
(see Chart 15A). If this 
proves to be the case, it 
too would suggest the 
dollar’s due for a steep 
decline.

That would be re-
inforced once the U.S. 
dollar index declines 
and stays below 93.

This month, a cou-
ple more bearish items 
were added to the list. 
That is, there are new 
developments that’ll 
likely put downward 
pressure on the U.S. 
dollar. The most impor-
tant are…

TIME FOR THE EURO
The Eurozone is showing im-

pressive economic signs. People are 
spending, manufacturing is improv-
ing, unemployment is down, infla-
tion is picking up and ECB chief 
Draghi is happy.

Since the euro is the offset cur-
rency to the U.S. dollar, good news in 
Europe is bad news for the dollar.

As you’d expect, the euro is 
showing improvement (see Chart 
16). It’s formed a bottom and it’s 
been rising since the Eurozone’s 

QE economic stimulus 
started.

This has been the 
key factor boosting the 
economy. Rising inter-
est rates have been a 
positive as well. And as 
the dollar declines, the 
euro will continue to be 
the main beneficiary.

That’s why we rec-
ommend buying a po-
sition in the euro, or 
its ETF, which is FXE. 
It should do well in the 
months ahead.
CHINA POWER

The other big rea-
son why the dollar is 
poised to decline fur-
ther is China.

In case you haven’t 
heard, big decisions 
are being made this 

month about China’s future and 
we’re nearly certain the outcome is 
going to be bullish for China, and 
not so good for the U.S. dollar.

This is something we’ve been 
talking about for years, and it’s 
now happening. Here’s the story in 
a nutshell…

The Chinese yuan has become 
Asia’s most active currency for 

doing business 
(see Chart 17). 
I t ’ s  s trong,  in 
sharp contrast to 
the Japanese yen, 
which is near a 12 
year low against 
the U.S. dollar.

The Chinese 
have asked the 
IMF to be included 
in their reserve 
currency basket. 
Currently, it in-
cludes the U.S. 
dollar, euro, Brit-
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ish pound and Japanese yen. 
This is a huge deal. The decision 

will be made now in June and an-
nounced in October. If it happens, 
it’ll be the first change to the reserve 
currency system in 33 years.

It’ll mean the yuan could even-
tually take over the U.S. dollar’s #1 
position as the world’s reserve cur-
rency and it’ll create many changes 
in the currency world.
Chinese Yuan

As we’ve often discussed, China 
has been making moves in this di-
rection for quite a while. It’s made 
agreements with dozens of countries 
to trade in their own currencies, 
thereby eliminating the U.S. dol-
lar. They’ve opened up their stock 
and bond markets to foreigners and 
they’ve been buying tons of gold. 

But there’s more and our dear 
friend and currency expert, Chuck 
Butler, describes it best…

“China seems to feel that the 
time has come for the yuan to take 
a leadership role, and with good 
reason.

The Chinese economy is now the 
largest in the world, passing the 
U.S. at the end of 2014. China is 
also the world’s largest exporting 
economy and the world’s largest 
manufacturing nation. In fact, one 
in four autos is manufactured in 
China.

Gross national savings now rep-

resent 49.5% of Chinese GDP. And 
by acquiring $4 trillion in reserves, 
China is #1 in global reserves. China 
is also the world’s largest producer 
of gold.”

Chuck believes that once the 
yuan becomes a floating currency, 
the Chinese could allocate a per-

JAN
15

centage of their massive gold re-
serves as backing to the currency. 

Under this type of scenario, the 
yuan could have a real opportunity 
to become one of the most attractive 
major currencies in the world, rela-
tive to its fiat contemporaries.

We tend to agree. In other words, 
the yuan would rise strongly due to 
its big demand. The U.S. dollar and 
the other major currencies would 
very likely decline.

We’ll soon see what happens. But 
if the yuan joins the IMF currency 
reserve club, the repercussions are 
going to be far reaching.
ENERGY & RESOURCE        
CURRENCIES

Meanwhile, the energy and re-
source currencies also appear to be 
bottoming. The same goes for some 
of the resources and the oil market 
(see Chart 18).

If these markets do indeed head 
higher, it’ll provide an extra boost 
to these currencies.

For now, we like the Canadian 
dollar and we continue to recom-
mend buying a position in this cur-
rency, or its ETF, which is FXC.

We now advise keeping a 5% 
(down from 10%) position in U.S. 
dollars, for the time being. It’s still 
bullish and until that changes, 
we’ll stay with it but with a lower 
position..

We’ve been thinking that 2015 
will go down as THE bottoming year 
for gold and the gold sector on a big 
picture basis.  We’ve felt it could 
take the whole year, or at least a 
good part of it, and perhaps even 
some of 2016.

Well, this month’s sluggishness 
is showing that it’ll probably take 
more of the year.  

Investors have been concerned 
about the ongoing Greek drama, 
rising yields and whether interest 
rates will be raised this year.  This 
in turn has kept pressure on gold 
this month.

But, gold is now getting a boost  

with the sell-off in German and 
U.S. bonds, the weaker economy 
in the U.S. and the recent dollar 
weakness.

In the end, we’re seeing a slug-
gishly firm C rise in gold ahead 
of the seasonally slow Summer 
months.  In other words, the bear 
market continues, as you can see 
on Chart 19.

The good news is that the C rise 
is  not over yet and gold is holding 
above its bear market lows posted 
last November 2014.    

Gold is actually holding up pretty 
well, considering all the bearish 
sentiment surrounding it. And es-
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pecially considering the past year’s 
strong dollar rise.  Gold is down 
$100+ on average, or less than 10%, 
since June 2014...  It could’ve been 
worse. 

If it ends up testing the bottom 
side of the bearish downchannel 
near $1100, it won’t be that bad.  
It’d then end up being the fourth 
move down and possibly the last.

The key will be how well gold  
holds up during the Summer 
months. 

June tends to be the worst month 
for gold, and August is the second 
one.  We’ll keep our eyes peeled on 
the lows near $1140. 
DEMAND IS GROWING 
FROM OTHER COUNTRIES 

Interestingly, just as gold is 
so bearish in the West, other 
countries are looking at the big 
picture and taking advantage of 
low prices to buy. 

Some argue that this bear 
market has too many bulls in 
it.  We don’t necessarily agree 
because the market is filled 
with unusual and interesting 
differences.

One being central bank buy-
ing. India is reporting large 
imports of physical gold again.  
And Russia is also having an-
other month of large physical 
gold imports.  

But China is the most im-
pressive.  

It’s the largest gold producer 
in the world today, and it’s still 
withdrawing an average of 43 
tonnes of gold per month from 
the Shanghai Gold Exchange 
(SGE).  

Koos Jansen of BullionStar.

com  believes that gold withdrawals 
from the SGE reflect the Chinese 
government adding to their reserves.  
And as he stated, year to date these 
withdrawals are up 19% from 2014!  
Now that’s a lot of gold!
BUY GOOD VALUE AND BE     
PATIENT - THE BEST MOTTO

But impressions never stop ... 
China has also now established the 
largest gold-investment fund ever.  

This is reportedly aiming to buy 
into mining projects  around the 
world to enhance their influence in 
global gold markets, and increase 
their gold production!

With China waiting to be admit-

ted into the IMF’s reserve currency 
basket, they want to prove to the 
world that they not only have the 
means, but also the gold to back 
up whatever they want to do.  They 
want to show the IMF that China’s 
a first rate country.

Plus, don’t forget that other 
central banks are repatriating their 
gold, like Germany did. Austria has 
been added to this growing list.  
They announced that they would be 
repatriating 110 tonnes of their gold 
from the Bank of England.

In Europe, Switzerland still 
reigns as the top gold per capita 
country in the West.  Germany is 
doing well too.  It has increased 

gold investment by 20% 
compared to last year.

With U.S. demand for 
gold down, it could become a 
problem.  The world’s reserve 
currency country, the U.S.A., 
may not have the reported 
amount of gold reserves.  
This has been a controversy 
since the 1970s. 
PAPER TIGER

You’ll also remember the 
scarcity of physical gold 
compared to paper gold dur-
ing the plunge in 2013.  It 
was the first time this dis-
crepancy came to light, and 
it could happen again.

The world’s largest gold 
backed exchange traded 
fund, ETF (GLD) lost its place 
in the U.S. top 10 ETFs.  It’s 
still very large and there is a 
lot of competition.  But the 
point is, there is more than 
plenty of paper gold on the 
market today.

‘C’ RISE STILL UNDERWAY?
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Keep in mind, it was 
only 10 years ago when 
gold ETFs began.  This 
is a fairly new phenom-
enon, which could affect 
the market in the coming 
years.

Physical gold shortage 
and lots of paper gold 
during any real crisis 
could become a danger-
ous thing.

The old saying adjust-
ed to say, “He who owns  
physical gold, makes 
the rules” is becoming 
a more accurate slogan moving 
forward.   

We want you all to keep your 
gold, invest like several central 
bankers are doing today, and add 
to it when the price falls, like now 
and probably this Summer.

We recommend physical gold, 
but some paper gold also has valid-
ity in a portfolio.

We don’t doubt a future bull 
market is coming.  It’s just a 
matter of when.
IS GOLD BOTTOMING VS 
BONDS, STOCKS & HOUS-
ING?

Gold has been weaker than 
bonds, stocks and housing 
since 2011 when the bear be-
gan.

Chart 20 shows gold com-
pared to stocks, bonds and 
housing since 2003, along with 
the mega trend identifier, the 
80 month moving averages 
(MA).

Here you can see that gold 
has clearly been the under-
performer.  This weakness 
intensified when the ratios 
broke below their mega MAs.  
And this clearly illustrates why 
gold is out of favor.

But after almost four years, 
it now looks like the ratios are 
poised to stabilize and possibly 
change course this year.  

We’ll be keeping a watch 
on this, as part of our check 
off list.

Low interest rates have ben-
efited these markets.  And as 
long as rates stay low, they’ll 
continue to have a positive 
effect. 

Eventually when rates rise, it’ll  
hurt these sectors.  But if we see 
inflation rise in the years ahead, 
for example, then housing and gold 
could rise together, like they did in 
the 1970s.
TIMING THE BEAR MARKET

September will mark the fourth 
year of gold’s bear market.  We’ve 

had nothing but lower highs at each 
intermediate high area, and one big 
drop in 2013.

Chart 21A shows this. So far, 
this lower high syndrome is still 
ongoing with gold below its January 
high near $1300.  

The current rise since March has 
turned soft in recent weeks, but it’s 
not over yet.  

Gold moved into a sideways 
band, and while it slipped below 
the lower side last week below 
$1170, it quickly bounced up 
and all is well for now.

That is, the intermediate 
rise we call C is still underway.  
This sluggishness isn’t good as 
we enter the seasonally slow 
Summer months, but we’re 
not calling it quits just yet on 
this rise.  

C rises during bear markets 
are not clear compared to bull 
markets.  This is why each rise 
is important to watch because if 
it’s weak, it’ll reinforce the bear 
market’s stance.

The leading indicator (B) is 
still on the rise, which bodes 
well for the C rise.  Let’s now see 
if gold can stay above $1170, 
and rise above the May high 
near $1227.  If this happens, 
gold’s C rise will be fine.

But if gold falls back below 
$1170 and stays there, we 
could see the November lows 
tested near the $1140 level.  
This would mean the  C rise is 
clearly bearish.

On the upside, there are 
several hurdles to overcome 
before a new bull market gets 
started.  Once the 23 month 
moving average is surpassed, 

            2013                     2014             2015                         2013                    2014              2015                          2013                       2014           2015
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now at $1260, the mega trend will 
be changing to the upside.  

The prior A peak near $1300 
would be the key.  A gold price 
clearly above $1300 would confirm 
that  this almost four year bear 
market is over!

We’re not there yet.  For now, our 
next hurdles will come during the 
Summer months.
SILVER:  Ready to wake up?

Silver is at a good value level on 
both a technical and fundamental 
basis.  It’s selling at bargain prices, 
below its cost of production and it’s 
undesirable to most investors.

Last month, we mentioned how JP 
Morgan could be the cause of a big 
swing in silver.  By lifting their sup-
posed paper shorts and keeping their 
long positions, silver could move up 
in a typical “run up” fashion.

We’ve also men-
tioned over the years 
how silver tends to 
“sleep” for long stretch-
es, quietly grazing.  
Then all of a sudden it 
takes off.  It feels like 
it’s getting closer to 
one of those times.

Our indicators sug-
gest that the lows are 
not far off.  Granted, 
the weak resource sec-
tor has an influence 
over silver, but that too 
may be near an end.

Silver has been bas-
ing like gold for two years now.  
Chart 22 shows the two support 
bases since 2013. And it’s now to 
be seen if the current seven month 
base will hold.  

We’ll keep an eye on $15.40, be-
cause this base is key on 
the bigger picture.

Chart 23A shows this 
base goes back to 2006 and 
it’s also at the the lower 
side of a 25 year upchan-
nel. This provides strong 
support. 

Plus, the leading indica-
tor (B) is holding near the 
major low area, showing 
that a major silver bottom 
is forming.

Silver tends to be more 
volatile than gold, and the 
moves since the financial 

crisis in 2008 show this well.  
Note that the silver/gold ratio (C) 

shot up to the 2011 peak when sil-
ver soared much more than gold.

But the “up like a rocket, down 
like a stick” syndrome began with 
silver dropping more than gold since 
then.  The major low area for silver 

is now being tested sug-
gesting that it’s near a 
low versus gold as well.

These are all signs of 
bottoming action.  This 
is when a value investor 
buys and has patience.  
Silver is an even better 
buy than gold, looking 
over the valley.

The bear is still the 
dominant trend, so buy 
gradually during low 
periods.

Gold shares are the 
most undervalued.  
They’re near bombed out 
levels.   Chart 22 shows 

the basing in the HUI index, which 
is similar to silver.  

Gold shares had additional pres-
sure in recent weeks with the declin-
ing stock market, and they could 
decline further. Keep an eye on the 

2014 lows at 147-150.  
Gold shares are stabilizing above 

this level, but below it means we 
could see HUI test the bottom side 
of the trend on the chart.

Copper is still basing too.  Keep 
an eye on its 65 week moving aver-
age.  Once this level is surpassed, the 
trend will change to the upside.  

This would be a welcome relief 
to the resource sector in general.  
You can see on Chart 24 that BHP 
Billiton took another hit this month.  
The slowdown in China has hurt 
the resource sector, but the worst 
appears to be nearing.

Steel plunged this month from 
275 to 100, essentially overnight!

China and other countries are 
selling ‘corrosion-resistant metal’ in 
the U.S. at super low prices.  The 
squeeze continues while U.S. Steel 
corp and others file a complaint.

Platinum has been moving like a 
resource metal, falling to a six year 
low this month (see Chart 25).  It 
now looks coiled for a rebound rise.  
It’ll show some life above $1180.

Palladium fell this month too, 
but it’s still hanging onto its up-
trend.  It’s under pressure the lon-
ger it stays below $810, but it also 
has good support at $730. We’ll 
keep our position for now.
ENERGY:  Shale Revolution 
transforming power

Crude oil has been rising from 
the March lows, and this month it 
held new the highs of this rise.  

Last week, OPEC kept their out-
put level unchanged, essentially 
sending a signal for all members to 
pump as much oil as they like.  This 
came on the heels of Russian oil out-
put, which was also left unchanged 

at a post-Soviet high.
So the glut goes on. But 

the bigger than expected 
drop in U.S. oil rigs active-
ly drilling for oil  helped to 
keep the price firm. 

Crude has a cap at $62 
and support at $55 (see 
Chart 26).  This is the 
comfortable range but a 
break out either way will 
be telling.

With the dollar soften-
ing, it will bode well for 
energy and commodities 
in general. 
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  PRECIOUS  METALS, ENERGY, RESOURCE  
   Gold, silver and gold shares turned down this month. The C rise has turned into a sluggish C rise ahead of the seasonally 
slow Summer months.  The November lows are important to keep an eye on.  If gold and silver hold above these levels 
at $1140 and $15.40, they’ll be firm.  Gold shares could decline more than the metals if the stock market decline contin-
ues. Palladium is still fine.   Keep your 
positions, and if we do get a sell off, it 
would be a good time to pick up some 
value buys in gold and silver.  

U.S. & GLOBAL STOCK  MARKETS
  The stock market is at an important 
crossroads. It’s a mixed market and it’s 
been chugging.  Several of the stock 
indices hit new record highs, while 
others are weak.  If the Dow Transpor-
tations now stay below 8470, it’ll be a 
negative sign of caution.  The market, 
however, will remain bullish with the 
Dow Industrials and Nasdaq above 
17300 and 4600.  Keep the stocks 
you have but don’t buy new positions 
at this time. 

CURRENCIES  
  It still looks like the U.S. dollar is 
forming a top.  And it’s likely headed a 
lot lower in the months ahead.  As the 
dollar declines, the euro will continue to 
be the main beneficiary and the other 
currencies will rise as well.  Since the 
dollar is still bullish, we recommend 
keeping 5% of your cash in U.S. dol-
lars for now.  Buy the euro and the 
Canadian dollar or their ETFs, which 
are FXE and FXC, with 20% of your 
portfolio, up from 15%.

INTEREST  RATES  &  BONDS 
   Interest rates were volatile this month, 
hitting a seven month high.  Neverthe-
less, the Fed is unlikely to raise interest 
rates in the current environment and 
rates are poised to head lower.  That is, 
bond prices are set to rise further.  
For now, interest rates are also at an 
important crossroads and we advise cau-
tion.  Keep the bonds you have, but don’t 
buy new positions for the time being.

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  
5%U.S. dollars

20%Euro & Cdn$ 

30%  
U.S. & 

Global Stocks

15% 
Gold & silver physical, 
& gold shares.  
Palladium ETF

30%  LT U.S. 
Gov’t Bonds
(over 10 year)

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

Royal Gold RGLD Mar-14 66.04 63.68 -3.57 Hold
Central Fund of Canada CEF Jan-15 13.36 11.74 -12.13 Hold
Gold Miners ETF GDX Jan-15 21.74 18.74 -13.80 Hold
Gold (physical) Oct-01 277.25 1180.40 325.75 Hold
Gold Shares SPDR GLD Jan-15 125.23 113.26 -9.56 Hold
Silver Wheaton SLW Jan-15 23.05 18.61 -19.26 Hold
Silver (physical) Aug-03 4.93 15.96 223.73 Hold
iShares Silver Trust SLV Jan-15 17.61 15.33 -12.95 Hold
Palladium PALL Jan-13 69.71 72.21 3.58 Hold

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

Dynamic Software PSJ Feb-15 41.58 43.29 4.11 Hold
Nasdaq Biotech IBB Nov-14 296.31 368.07 24.22 Hold
Russell 2000 IWM Apr-15 125.65 126.35 0.56 Hold
Consumer Discret Sel XLY Feb-15 74.89 76.94 2.74 Hold
Nasdaq Powershares QQQ Jun-14 92.82 109.65 18.13 Hold
iShares US Med Dv IHI Oct-13 86.70 120.85 39.39 Hold
S&P Glbl Tech IXN May-14 87.75 99.44 13.32 Hold
Dow Diamonds DIA Jun-14 169.08 180.68 6.86 Hold
Home Construction ITB Feb-15 27.51 26.80 -2.58 Hold
Global 100 IOO Oct-13 72.97 79.07 8.36 Hold
iShares Hong Kong EWH Jul-14 21.65 23.32 7.71 Hold
Apollo Commer ARI May-15 17.05 17.10 0.29 Hold
DJ US Telecom IYZ Sep-12 25.22 30.30 20.14 Hold
Microsoft MSFT Feb-13 28.01 46.44 65.80 Hold
Energy Select SPDR XLE Aug-12 72.37 77.82 7.53 Hold
iShares Canada EWC Jul-14 32.65 27.87 -14.64 Hold
Starwood Prop STWD May-15 23.92 23.05 -3.64 Hold
iShares Mexico EWW Jul-14 70.93 58.38 -17.69 Hold
iShares Singapore EWS Jul-14 14.04 12.88 -8.26 Hold
BHP Billiton BHP Aug-13 67.68 43.53 -35.68 Hold

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

Ultra 20+  Treasury UBT Feb-14 58.00 70.67 21.84 Hold
20+ year Try Bond TLT Feb-14 107.78 117.95 9.44 Hold
10-20  Treasury Bond TLH Feb-14 125.73 132.73 5.57 Hold

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

Euro ETF FXE May-15 110.15 110.69 0.49 Buy/Hold
Canadian dollar ETF FXC May-15 81.78 80.98 -0.98 Buy/Hold
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