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There’s a lot going on in the world these days. And 
any one of these issues could affect the markets, be-
coming the latest wild card.

That’s not to say it has to happen... but the ingredi-
ents are there... For now, we’ll cover a few of the more 
important evolving developments that warrant some 
attention...
THE GLOBAL SCENE

• The G7 meeting recently held in Canada was awk-
ward, ending in insults and fueling tensions between 
the U.S. and its allies. 

Coming on the heels of new trade tariffs by the U.S., 
the allies weren’t happy. Trump’s comments to let Rus-
sia back into the group were also unwelcome.

And there were growing concerns that this confron-
tation could hurt their 43 year G7 history of working 
together to find consensus on the economy and other 
points of mutual concern.

Separately, Angela Merkel of Germany said that Eu-
rope may no longer be able to rely on the U.S.  Many are 
worried these new tensions among friends are a dan-
gerous precedent. But it seemed to play well at home 
because Trump’s approval rating is up strongly.

• On the other hand, Trump’s long awaited meeting 
with Kim Jong Un went well.  The positive outcome is 
important for the world, and for the markets too. 

Overall, it makes the world a safer place and reduces 
uncertainty in the area... so far, so good.

• Interest rates are key.  The Fed just raised its 
interest rates yet 
again. 

As we’ve of-
ten noted, inter-
est rates are the 
most important 
markets in the 
world. They move 
most of the other 
markets and the 
economy, and the 
higher they go, 
the tighter mon-
ey becomes. And 

when the Fed tightens, recessions have followed in 9 
out of the last 11 cases, going back to the 1950s.

In fact, the monetary environment has taken a turn for 
the worse and rising interest rates is one reason why.

Note, for instance, the housing sector has slowed 
down this year. In large part, that’s thanks to higher 
interest rates (see Chart 1).

The same is true of the global economy. Even though 
it’s still firm, you can see on Chart 2 that growth has 
been somewhat sluggish since last year.

In Japan’s case, their economic growth actually 
shrank in the first quarter for the first time in nine 
quarters. This broke the longest run of growth for Japan 
in decades, which was a big disappointment.

Could Japan be leading the way for the rest of the 
world? Let’s hope not, but since countries generally tend 
to move together it’s something to keep an eye on.

Higher rates in the U.S. are hurting some of the 
emerging markets, but the rest of the world has kept 
their interest rates at historically low levels.
U.S. ECONOMY DOING FINE, BUT...

For now, however, the U.S. economy is looking good. 
Unemployment is at a 17 year low. 

Consumer confidence is at an 18 year high. The 
index of Leading Economic Indicators is also hitting 
new highs and this is good news.

But at the same time, a recent Fed survey and a 
United Way Re-
port tell a differ-
ent story.

F o r  e x a m -
ple, 40% of U.S. 
adults do not 
have enough sav-
ings to cover a 
$400 emergency 
expense. In ad-
dition, 43% of 
households can’t 
afford the basics 
to live. So the 
outlook is actu-
ally very mixed. 

 CHART 1
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• Inflation is 
another concern... 
Last month we 
showed how infla-
tion has been on the 
rise. This month we 
want to show you 
Chart 3 by our old 
friend Jim Stack, 
which reinforces 
this outlook.

This chart in-
cludes the underly-
ing Inflation Gauge 
(UIG), which is one 

of the best indicators of leading inflationary pressures. 
As Jim notes, “this gauge has proven especially useful 
in detecting turning points in inflation trends and it 
tends to lead the Consumer Price Index (CPI) when it 
comes to forecast accuracy.”

Currently, the UIG has been signaling strong under-
lying inflationary pressures that are just now starting 
to reflect in Core CPI data (see the latest yellow oval 
with an “?” beside it).
THE MONEY PIT

• Here’s another interesting tidbit to ponder...
Experts put the world’s total monetary base at about 

$24 trillion. As you know, it’s been growing a lot since 
the financial crisis of 2008; the world simply created 
money at double-digit rates year after year.

This money has kept the economy going and the 
stock market surging higher. And we believe it’s finally 
going to drive inflation higher too.

But with the economic environment now tightening 
up, these same monetary experts expect liquidity growth 
of only 3% over the next year. If 
this proves to be true, it won’t 
be enough to keep the economy 
or the financial markets sailing 
along.

Our old friend John Mauldin 
recently noted how we now have 
credit cycles instead of economic 
cycles. Here’s John...

“In an old style economic cycle, 
recessions triggered bear markets. 
Economic contraction slowed 
consumer spending, corporate 
earnings fell, and stocks dropped. 
That’s not how it works when the 
credit cycle is in control.”

Corporate debt is now at a 

level that has not ended well in past cycles. The 
corporate debt/GDP ratio could still go higher, but not 
by much (see Chart 4). Whenever it falls, lenders will 
want to sell, but it’ll be hard to find buyers. And as 
you can see on the chart, this usually coincides with 
a recession.
WHERE DOES THIS LEAVE US?

That’s the big question... and the outcome is not yet 
as clear as we’d like to see it. That’s why we continue 
to recommend keeping a large position in cash for the 
time being. This will be temporary until we see how the 
markets unfold and/or see some good new opportuni-
ties worth taking advantage of.

The bull market in stocks is already the second 
longest in history. So while it could still go higher, it’s 
nearing maturity and warrants some caution.

For that reason, we’re keeping a small position in 
traditional stocks. But when you also factor in our 
energy and resource stocks (which we include in our 
metals section), our overall stock position is bigger.

As for bonds, we’re waiting to see which way next. 
If the bull market in bonds resumes, we’ll buy some. 
But so far, the outlook remains on the fence.

As you know, we continue to 
believe a shift is taking place in 
several of the markets and this 
turnaround could end up being 
a big deal. But again, this is not 
a given either. If it unfolds as we 
suspect, however, then the gold 
sector and the currency markets 
should do very well.

For now, those positions are 
okay and we’re keeping them. 
And as you’ll see this month, with 
the U.S. dollar starting to decline 
again, it’s beginning to reinforce a 
bullish outlook for these markets.  
But stay tuned.

 CHART 2
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U.s. & world stock markets  
Bull market underway

CHART 6

AdenOriginalChart

B

a

65 WEEK MOVING AVERAGE

CHART 5 

AdenOriginalChart

AT 23000 AT 9900AT 6660 AT 713AT 2560

The stock market is getting its mojo back.
TECH SECTOR & SMALL CAPS: New highs

Even though the market’s been reacting to the trade 
tensions, higher interest rates and other geopolitical 
issues, solid earnings propelled stocks higher.

This drove the Nasdaq and the Russell 2000 to new 
record highs (see Chart 5). So, could they be leading 
the other stock indexes higher?... It’s certainly a pos-
sibility.

If so, stocks could head higher in the months 
ahead. But we don’t think this renewed rise will be 
long lasting.
CRAWLING WALL OF WORRY

A few of the reasons why are because interest rates 
are likely going to rise further, and at some point this 
could spook the stock market. Also, this is already the 
second largest bull market ever and no market rises 
to the sky.

More worrisome, is the record high level of margin 
debt. That’s money which is borrowed to buy stocks, 
and the higher it goes, the more vulnerable the stock 
market becomes.

But all things considered, the bottom line is this... 
the stock market is still bullish and it’ll remain bullish 
as long as the stock indexes stay above their 65-week 
moving averages listed on Chart 5.
TWO VIEWS

In the meantime, opinions are all over the place. 
Market veteran Byron Wien, for instance, says inves-
tors shouldn’t get too comfortable. But Warren Buffett 
notes we’re in the sixth inning and we have our sluggers 
coming to bat right now. Paul Tudor Jones is similar, 
he believes a strong leg up could come after the mid-
term election.

So this basically tells us to go with the price action 
and let the charts be our guides. But interestingly, the 
charts reinforce both of these views. Take a look...

First, we see the Dow Industrials, together with its 
long-term leading indicator (see Chart 6). Note, the in-
dicator is declining from a major high area. This means 
the Dow could decline in the period ahead, and based 
on previous cases, the decline could be between 14% 
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and 53%.
L o o k i n g 

at Chart 7, 
however, the 
picture is very 
d i f f e rent . . . 
Here you’ll see 
the current 
bull market 
(in red) com-
pared to the 
last two major 
bull markets. 
And i f  this 
rise ends up 
being similar, 

then the market could still head a lot higher.
In other words, we’re getting mixed signals. That’s 

usually a sign to maintain some caution and go with 
the strongest sectors because not all of the 
stock sectors are participating.
TECH, TRANNIES & SMALL CAPS:    
Best sectors

Currently, for example, our two recom-
mended tech stocks are doing very well, re-
cently hitting new record highs (see Chart 
8). Continue to hold them but sell if they 
close below their stop levels, which are 230 
for ADBE and 325 for NFLX.

In other words, tech stocks are still top 
performers. So if you do want to add to your 
stock position, the ETF for Nasdaq would 
be a good bet (QQQ).

Note on Chart 9, which compares Nas-
daq to the Dow Industrials, that the ratio 
is also hitting a new record high. This means Nasdaq 
will likely continue outperforming the Industrials in 
the period ahead.

The same goes for the Dow Jones Transportations, 
which is also much stronger than the Dow Industrials 
(see Chart 10). So 
here too the ETF for 
the Dow Transpor-
tations (IYT) is also 
showing promise.

And the small 
caps are in the 
strong category too. 
They generally tend 
to outperform at the 
end of bull markets 
and they’re doing it 
again. The symbol 
for the Russell 2000 
is IWM.

WORLD MARKETS
And last but not least 

we see the international 
stock markets are also 
basically on the upswing 
(see Germany and Japan 
as examples on Chart 
11).  This is bullish ac-
tion overall.  

But just under the 
surface a couple of 
cracks are starting to 
appear.

Some of the emerging stock markets are showing 
weakness. A few of them are turning bearish. This 
has primarily been due to the stronger U.S. dollar and 
higher interest rates.

That’s because these countries have debt in U.S. 
dollars, and it’s now becoming more difficult to repay 

that debt. Could these 
markets be leading the 
way for the other world 
markets? This too is a 
possibility.
CAUTION IS THE 
WORD

So again, this is why 
we advise caution. It’s 
also why we’re keep-
ing our recommended 
stock position relatively 
modest, despite the bull 
market in stocks.

As far as strategy, we 
believe we’re at a point 

where a lot now depends on your age... Here’s why...
If you’re a baby boomer, or an older investor, you’ll 

want to be more conservative because if the market turns 
down, you don’t have time to ride through a bear market 
or a steep downward correction, which could perhaps 
take years until you break even.

But if you’re a 
younger investor, 
then it’s okay to 
have a larger stock 
position, knowing 
this upmove may 
not last much lon-
ger. And if you do 
get stuck in a down-
move, you have time 
to ride it through.

That’s the way 
we see it and we 
feel this is a good 
strategy under the 
circumstances.

CHART 10
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U.s. interest rates and Bonds
gradual rise... tug of war

Interest rates continue calling the shots. 
And this month the shots were heard loud 
and clear.
INTEREST RATES: At juncture

Interest rates have been very volatile, 
moving up and down on the news of the 
day. But in the end, they still haven’t told 
us which way they’re going next.

In other words, like last month, they’re 
still at a critical juncture. This means we 
have to keep a close watch on interest rates 
because whichever way they go from here 
will determine which way the world economy 
and the markets are headed.

Here’s the deal...
Currently, interest rates are very sensitive. This 

month, for instance, they rose sharply. The 10 year 
yield and mortgage rates hit a seven year high (see 
Chart 12). This was mainly thanks to easing trade ten-
sions and growing global concern over the new Italian 

government. 
Plus, the Fed 

has been raising 
interest rates and 
the days of keeping 
interest rates near 
0% are over.
 INCHING UP

This is some-
thing the Fed felt 
it had to do when 
the economy was 
on thin ice follow-
ing the 2008 finan-
cial crisis. But now 

that the economy is doing so much better, the Fed has 
been inching interest rates higher because 
it feels the economy can handle it okay (see 
Chart 13).

This in turn raised some concerns about 
the stock market because rising interest rates 
are not good for stocks. There were also wor-
ries about the effects on economic growth. 

But a few weeks ago, interest rates 
abruptly turned down, driven by growing 
worries over Italy. Memories of Greece a few 
years ago spooked investors, even more this 
time because Italy is so much bigger than 
Greece, economically speaking.

Suddenly, the old Club Med, or PIGS 
countries were again taking center stage. (For 

those who don’t 
remember, these 
countries were Por-
tugal, Italy, Greece 
and Spain, and ev-
eryone was worried 
about their debt 
levels at the time, 
and how they could 
hurt the whole Eu-
rozone. But it didn’t 
happen then, and 
it’s unlikely to hap-
pen now).

Nevertheless, it 
didn’t stop investors from getting spooked, and as Ital-
ian yields plunged, so did rates in other countries. Safe 
haven buying also pushed U.S. bond prices up (interest 
rates down) as demand increased (see Chart 14).
OKAY, SO WHAT’S THE BOTTOM LINE? 

There isn’t one yet. Rates keep swinging and there 
has not been a clear sign one way or another.

The 30 year yield is once again holding near its 80-
month moving average near 3%. And unless it breaks 
clearly above this level, the mega interest rate trend 
will continue to be down, despite the recent upmove 
in interest rates (see Chart 15).

As we explained last month, these fake outs have 
happened several times since the 1990s. That is, the 30 
year yield broke above this key, very important moving 
average only to turn back down again. And this may 
be happening again (see red asterisks).
AGAIN, TWO POINTS OF VIEW

Meanwhile, we came across two interesting view-
points we wanted to bring to your attention... They 

are opposing views 
but they tend to il-
lustrate why we’re 
seeing this tug of 
war in the interest 
rate sector...

O n  t h e  o n e 
hand, Goldman 
Sachs sees higher 
interest rates in 
the year ahead. 
Why? They point 
out that some-
thing strange is 
happening... the 
U.S. budget deficit 

CHART 14
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The U.S. dollar shot up this 
month. The dollar kept on rising on 
the heels of last month’s upmove, 
hitting a new high for the year.
DOLLAR GOT A BOOST...

The sharp interest rate rise fu-
eled the dollar’s strength, making it 
more attractive than the other cur-
rencies. Plus, the Fed hiked interest 
rates again, which in turn should 
keep the dollar firm. But other fac-
tors also helped boost the dollar.

Most important were concerns 
over what’s been happening in 
Italy...

Since Italy is the third largest 
economy in the Eurozone, its po-
litical problems become Europe’s 
problems, and they affect the global 
scene as well.

As we previously mentioned, 
Greece upset the world market a 
few years ago. The problems drug 
on, and it triggered uncertainty and 
nervousness worldwide. But this 
time, we’re dealing with an economy 
that’s 10 times bigger than Greece, 
and a debt that is far greater.

is growing at a 
time when the 
unemployment 
rate is falling. 
This is some-
thing that hasn’t 
happened in 
peace time since 
World War II.

G o l d m a n 
Sachs predicts 
that rising costs 
to fund the defi-

cit will force the government to borrow more, which 
will push up interest rates. (Note the two year yield on 
Chart 16 has already surpassed the dividend yield on 
the S&P 500 for the first time since 2008.)

On the other hand, Dr Lacy Hunt from Hoisington 
Investment Management sees lower interest rates ahead. 
He believes the outlook for the U.S. economy is bearish 
as it begins to buckle under the weight of rapidly rising 
debt and falling population growth. The work of Mil-

ton Friedman 
also shows that 
reductions in 
monetary stim-
ulus lead to 
lower interest 
rates as growth 
and inflation 
fall.

So there you 
have it. We’ll 
soon see which 
way it all goes 
and the mar-
kets will be our 
guides.

For now, if the 10 year yield falls below 2.90%, it 
could decline to 2.50% but the trend would still be up. 
But a clear break below 3% on the 30 year yield would 
also be a sign that rates are going to stay low.

Meanwhile, continue to avoid bonds until we see 
how this tug of war unfolds.

So it’s no wonder investors were 
worried about Italy and turned to 
safe havens, like the U.S. dollar. 
This also helped push Italian inter-
est rates down sharply, and rates 
around the world followed.

U.S. interest rates were not an 
exception. As they declined, the 
U.S. dollar stalled out, and it’s still 
stalling.
... NOW STALLING

Another important reason why 
the dollar is currently stalling is 
because the global trade tren-
sions have again moved to center 
stage... 

Things had been relatively calm 
on the trade front, which coincided 
with the dollar’s rise. But those days 
are now behind us. Here’s the latest 
on this on-and-off again story.

China and the U.S. imposed 
tariffs on each other’s products in 
March. There have been some sharp 
words and diplomatic moves going 
back and forth since then. But in 
general, tensions eased, until the 
end of May.

 CHART 16
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The White House announced it will publish a list of 
$50 billion worth of Chinese goods that’ll be hit with 
a 25% tariff. The U.S. also said it’ll continue pursuing 
action on trade with China.

Obviously, Chi-
na wasn’t happy 
about this, vow-
ing to protect their 
i n t e r e s t s  f r o m 
“ reck less ”  U .S . 
trade threats. This 
is straining rela-
tions between the 
two countries, but 
then the U.S. hit 
its closest allies as 
well.

The trade ten-
sions intensified 
when the U.S. said 
it’ll put tariffs on 
a l u m i n u m  a n d 
steel imports from 
Canada, Mexico 
and the European 
Union. The U.S. is 

also putting the heat on German cars.
So as you’d expect, the G7 meeting was strained 

and these trading partners are taking steps to retaliate 
against U.S. products.
TRADE TARIFFS: Bad for economy

The bottom line is that none of this is good for the 
economy. It fuels uncertainty, and the global economy 
and the markets don’t like uncertainty. It makes them 
nervous and the same goes for the U.S. dollar.

Remember, the Trump administration is okay with 
a weak dollar because it’ll help correct the trade deficit 
by making U.S. products more affordable.
U.S. DOLLAR: Major trend is down

Interestingly, the U.S. dollar index has been resist-

ing at the all important 95 level, while all this is going 
on (see Chart 17A).

As you can see, this level coincides with the October 
high and the 65-week moving average, which are both 
strong resistance levels, suggesting the dollar index 
will unlikely break above this level.

Instead, the dollar’s leading indicator is now over-
bought. This means the dollar’s next trend direction 
will probably be down, not up. And if so, it’ll corre-
spond with the dollar’s long-term downtrend, which 
has been in force for over four decades. 

That is, the dollar will remain bearish.
CURRENCIES: Doing fine

In the meantime, the major currencies are starting 
to bounce up and they’re generally still bullish (see 
Chart 18).

The Australian dollar has been impressive for a 
couple of reasons... Australia’s economy has been one 
of the strongest. And since Australia is closely linked 
to the commodity markets, the Australian dollar tends 
to rise, along with commodities.

For example, you can see on Chart 19, how the 
Aussie dollar has been moving up with copper. And with 
commodities set to rise further, this should continue 
to bode well for this currency.

R e i n f o r c i n g 
this, note the Aus-
tralian dollar is 
also at an extreme 
l o w  c o m p a r e d 
to the euro (see 
Chart 20). In other 
words, the Aussie 
dollar is poised 
to outperform the 
euro in the months 
ahead.

For now, we still 
have a large U.S. 

 CHART 18
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metals, natUral resoUrces & energY
an interesting summer

dollar cash position while we wait for new opportunities. 
We also continue to recommend buying and holding the 

Canadian and Australian dollars (FXC and FXA), as well 
as the euro (FXE) and the Japanese yen (FXY).

This year has been very interesting 
for the precious metals and resource 
sector. As quiet and ‘boring’ as many 
have been, some fascinating things 
are happening.
SPECIAL MARKET SITUATIONS

Gold is already starting a renewed 
rise in euro terms, from a key uptrend 
(see Chart 22). 

Plus, gold is at the top of a 10 year 
rising wedge versus platinum, and  it 
looks ready to give way to platinum 
(see Chart 23). You may remember, 
back in the 2000s, platinum stole the 
show in a roaring rise to its 2008 peak.

Meanwhile, inside these pages you’ll see crude oil 
soared this year, leading the way in an inflationary 
move. It rose with the dollar, which in itself was un-
usual. It’s risen to the point where gold is now poised to 
outperform oil. This could mean they both rise together 
but gold could rise more (see Chart 31).

Copper was the next to “take off” this month, follow-
ing oil (see Chart 30). It shot up to its January highs, 
taking many resource stocks with it. The upside is 
wide open. Steel, iron and nickel are also rising, and 
resources could be influenced by the trade tensions in 
the U.S. with its allies (see Chart 32).

Now silver is starting to perk up, following the oth-
ers (see Chart 28, right).

Palladium has been strong all along, with the stock 
market. But interestingly it’s now resisting at its 2000 
record high. Does this mean palladium will have a hard 
time surpassing this key resistance? Well, considering 

how extremely 
o v e r b o u g h t 
palladium is 
versus all the 
metals sector, 
we wouldn’t be 
surprised to 
see palladium’s 
strength take a 
big break (see 
Chart 29).

Also inter-
esting is that 
palladium is 
more expen-

sive than platinum. This is histori-
cally unusual. Normally, palladium 
is much cheaper and that’s why it’s 
mostly been used in the auto industry. 
So this adds to the platinum story. 
Platinum is completely bombed out 
versus everything....out of whack.

You could say the same thing for 
gold shares.  They remain historically 
depressed versus gold. And gold shares 
remain in a historically cheap area on a 
bigger picture basis (see Chart 27).

The interesting thing about gold 
shares is that many are duds like the 

HUI index. But several are rising and looking better, 
like Royal Gold and Agnico Eagle. So really, gold shares 
are mixed, and showing potential.

Demand is looking more promising this year as 
well. Just take a look at Chart 24, which shows large 
flows back into Gold Exchange Traded Funds (ETFs), 
the most in over a year.
GOLD CHANGING PLACES WITH STOCK MARKET

Looking now at Chart 21 above, note how gold and 
the stock market (S&P500) have been flip-flopping 
around each other this year. Gold held firmer than 
stocks until May when it fell below $1300 while the 
stock market rose in a renewed rise from the March-
April lows.

When gold fell below $1300 in May, it was due to 
the dollar index’s last leg up in the contra-trend rise. 
But it didn’t last long. Gold held at $1290 and quickly 
bounced back above it. Gold is holding firm.

You’ll remember a few months ago we showed you 
the good possi-
bility that gold 
and the stock 
market may be 
changing rolls 
this year. They 
can move to-
gether for sev-
eral years, like 
they’ve been 
d o i n g ,  a n d 
i t  genera l l y 
means the un-
derdog (gold) is 
ready to take 
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over the bull market 
in a major way.

Gold looks poised 
to end its B decline 
sometime this Sum-
mer. This means, 
this month or in the 
next few months, 
but come Septem-
ber we could see 
Fall season buying 
push the gold price 
up in a strong C 
rise.

We all know the 
Summer months are seasonally slow months for pre-
cious metals buying. It tends to be a time when gold 
reaches an intermediate low area. We’re approaching 
this time now.
GOLD DEMAND HEATING UP

And with demand growing, it looks like gold is set 
for a growing bull market that could last several years. 
The ins and outs of safe haven needs have basically 
kept gold firm this year. Our ongoing political times and 
growing trade tensions, together with 
uncertainty coming up almost daily, 
makes gold a good place to park some 
money. Money managers are also us-
ing gold to hedge against a pickup in 
inflation.

Our dear colleague, Chuck Butler 
pointed out that Russia has sur-
passed China as the number two 
holder of gold in the world. That is, 
if you believe China’s reporting, they 
are a major producer and they import 
tonnes of gold,  which makes it seem 
unlikely that Russia has surpassed 
them.

More important is that countries 
are putting more emphasis on their 
gold holdings. And it looks like many 
countries like China, Russia, Turkey 
and Switzerland continue to add to 
their reserves. That in itself is a good 
sign for a higher gold price. 

Plus, China’s improving wealth 
and middle class including hundreds 
of millions is expected to renew 
growth in jewelry demand, creating 
long term support for global gold de-
mand and performance, according to 
the World Gold Council. (WGC). 

Competition in gold ETFs is also 
heating up. GranitShares Gold Trust 
(BAR), is growing by leaps according to 
Will Rhine, the CEO of the ETF firm. 
He says BAR’s assets under manage-
ment jumped up to $160 million from 
$15 million. 

It still has a ways to go to catch up to GLD that has 
$34.7 billion, but Rhine feels by charging less fees, 
along with a guarantee to be fully backed by gold, BAR 
will continue to catch up to GLD.  

Interesting here is that ongoing demand for gold is 
giving room for more competi-
tion. It all points to higher gold 
prices.

With each passing month, 
demand also grows in silver, 
and copper and the resource 
sector in general. 

Mainstream investors are 
changing their asset allocations to 
include broad based commodities 
including gold. They’re also called 
“defensive equities,” and some are 
more invested in this sector than 
at any time since 2008.
GOLD’S BIG PICTURE

We’re bringing back our big 
gold picture since 1967 to refresh 
your memory on the major repeti-
tive phases since then (see Chart 
25). The red gold lows occur 
about every 7-8 years, and the 
last one occurred in December 
2015.

Gold has been on the rise since 
then, and this is telling us that 
the next likely time for a major  
gold price low will be around the 
2022-2023 time-period. 

More interesting are the 11 
year peaks in gold. The turquoise 
lines show that each major red 
low has basically been followed 
by a high top area about 11 years 
later. The last one was in 2012, 
which was the second gold peak 
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CHART 28
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at a major top.
The next likely time for a major 

11 year peak will be in 2020, which 
is coming right up.

This is exciting and something 
we’re clearly watching closely. And 
our timing indicator helps to guide 
us, shown on Chart 26.
GOLD IS CLOSE TO THE WIRE!

First, note on the top chart how 
well gold has been holding above 
its 23 month moving average, and 
its uptrend since 2015. This alone 
tells us gold is showing strength.

We know many say under to-
day’s uncertainty, gold should be 
soaring! Well perhaps so.  During 
the U.S. dollar’s fall last year, it 
failed to rise above its big resis-
tance near $1380.

That is valid. But the fact gold also didn’t fall has 
some clout too. So giving the benefit of a doubt, we’ll 
soon see the outcome. Gold’s B decline has been un-
derway since reaching a high on January 25th.

Gold held above $1300.  It then tried to test the Jan 
highs again in May, but gold ended up falling below 
$1300 in a quick dip to the $1290 area when the dollar 
reached a high for the contra trend.

Gold has now fallen 5.42% in this B decline, which is 
the most moderate B decline since 2005 ... in13 years. 
This shows strength. And the time factor fits in.

Keep an eye on $1289 on the downside and $1310 
on the upside. Whichever way gold breaks first will tell 
us the next trend direction. It looks like the upside will 
be the more powerful one.

If gold slips below $1289, however, it could test its 
23 month average at $1275 but it would still be firm. 
Now is the time to be buying more if you don’t have 
your positions set.

We don’t usually talk about numismatic coins but 
they are in a unique situation that is worth telling you 
about. Our good friend Chris Weber went over it in his 
latest letter, The Weber Global Opportunities Report.

Several specific 
coins can be pur-
chased today for 
about the same price 
as a regular one ounce 
gold coin. You can 
swap one for one with 
a small difference. 

When considering 
this very low premium 
for a special historical 
coin compared to a 
freshly minted one, 
it’s a good investment 
today.

Consider buying 
some coins such as 
the $20 Double Eagle 
gold piece or the $20 

Liberty MSG3, 1907 and prior dates.  Ask your coin 
dealer.  If you don’t have one consider calling Dana 
Samuelson at Amergold (www.amergold.com) in Austin 
(+1 800-613-9323).  We don’t make anything by recom-
mending him.  He’s a long time friend and he is fair.
GOLD SHARES: A very quiet year

Gold shares are basing. Some are stronger than oth-
ers and our positions reflect this. The big picture of gold 
shares tell us a good story. Note on Chart 27, gold shares 
have been in a 50 year uptrending channel. It’s been 
bottoming at the low side for the last several years.

This low side of the channel identifies the times when 
gold shares have been on sale within the big picture. 
This is only the third time since the 1960s that they’ve 
been in this cheap area.

Note the low areas in the late 1960s to early 1970s, 
and then again in the late 1990s to early 2000 time 
periods. These were great times to buy gold shares and 
hold on to them.

The current low area is also forming a major head 
and shoulders bottom. And Chart 28 (left) shows a 
close up of the right shoulder.

Note the sideways band HUI has formed over the 
past 1½ years. And whichever way it breaks out of this 
band will tell us the next key direction.

Keep an eye 
on this band at 
221 and 163.  
A break will 
tell us a lot. 

Silver (on 
C h a r t  2 8 , 
right) is start-
ing to join the 
stronger ones... 
crude and cop-
per. Silver is 
beginning to 
break out of its 
seemingly end-
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less triangle! It’s 
been an unusually 
quiet market, the 
most since 2007.

But the sleep-
ing giant seems 
to be waking up. 
Silver is just start-
ing to break out of 
the triangle on the 
upside. More time 
is needed to con-
firm this, but it’s 
promising. It’s also 
starting to outper-
form gold, which 
in itself is a bullish 
sign.

Keep an eye on 
$17.50, a break 
above this level 
would be a clear 
break out of the 
triangle and the 

next target would be $18.50, then $20.50 could be 
attained. Silver is oversold versus most metals and 
markets.

We recommend buying Silver Trust ETF (SLV).
RESOURCE & ENERGY: Bull market growing

Copper popped up, following crude oil’s footsteps, 
rising in a renewed rise and approaching its January 
highs. It’s ongoing rise since 2016 
gets stronger by the month.

So goes copper, so goes the global 
economy and the resource sector. 
With this, it’s saying the world is 
humming along for now. Copper has 
great upside potential with growing 
demand and limited supply.

A shortfall in global copper sup-
ply could be upcoming as construc-
tion of new mines is low. 

Copper is bullish technically as 
well. Chart 30 shows copper poised 
to rise much further. It’s bouncing 
up from an almost two year uptrend 
while its indicator (B) rises from the 
lows. This is showing copper has 
great upside potential.

Our resource and energy posi-
tions are doing well. We’ll keep 
them and we’ll be adding more. 
Rare Earth stocks have been disap-
pointing, but we’re not giving up on 
them yet.

Many of the resource companies 
have mines around the world. And 
the CEO of Rio Tinto is calling for 
companies to defend themselves by 

building a “United Nations of the mining industry” in 
order to confront rising resource nationalism and cost 
inflation. This is a concern, and it’s important to know 
how much of any company has a large percentage in 
questionable countries.

Crude oil is correcting from the highs reached last 
month. Its major trend is up and it’s on its way to the 
$80 level which is our target level, the 2008 downtrend 
(see Chart 31A).

Oil’s upside looks good. The oil to gold ratio (B) shows 
that oil has risen much more than gold for the last 2½ 
years since its 2016 low (see Chart 31B). The ratio is 
now at its resistance versus gold, and perhaps it’s say-
ing gold is getting ready to 
outperform oil.

It’s premature but it’s 
upcoming. The red moving 
average will be the telling 
factor. It looks like both will 
continue to rise.

The oil industry be-
lieves that within a year, 
world oil consumption 
will top 100 million bar-
rels of oil per day. And at 
the same time, close to 100 million new piston-firing ve-
hicles will be bought by petroleum thirsty customers.

The Executive Director of ARC Energy Research In-
stitute hates to say this but he doesn’t see an imminent 
“energy transition.” It’s wishful thinking. The energy mix 

of coal, oil and natural gas is still 
near 80%, which has changed 
little in 30 years.

Wind and solar are growing at 
an exponential rate but it’s still 
far too slow to catch the appe-
tite for fossil fuel consumption, 
at least not in the foreseeable 
future. 

We’re in an era of energy di-
versification and it will transform 
eventually but it’ll take time.

Meanwhile, unrest in the 
Middle East kept oil strong. 
But this month’s correction is 
coinciding with fears of growing 
supplies in Saudi Arabia and 
Russia, while U.S. production 
showed no signs of slowing.

But now OPEC is pledging to 
keep its output curbs in place, 
which is coinciding with a small 
bottom forming in the oil price.

Supply and demand will con-
tinue to dominate the oil market. 
But with the trend in our favor, 
it looks like supply will continue 
to have a cap.
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U.S. & GLOBAL STOCK  MARKETS
   The major bull market remains underway, with Nasdaq and Russell 2000 reaching 
new record highs. The renewed rise since March is heating up and it’s to be seen if this 
is the start of a new leg up in the second longest bull market in history. The Transpor-
tations are strong as well.   But the emerging markets are feeling pressure and there 
are other cautious signs. For now, we’re keeping a small position in traditional stocks.  
But when you consider our energy and resource stocks, our overall stock position is 
bigger.  If you want to buy new positions, buy QQQ, IYT and IWM, which represent the 
strongest sectors but we’re not officially listing them in our rundown.  Keep your posi-
tions in Netflix (NFLX)and Adobe (ADBE), but sell if they close below their stops at 230 for Adobe and 325 for NFLX. 

PRECIOUS  METALS, ENERGY, RESOURCE
    The market is starting to bubble. Copper jumped up this past month, and now silver is following. Crude oil originally led 
the way, and now gold is perking up too. Gold fell further reaching a low in late May while the U.S. dollar hit a new high in its 
contra-trend rise. It quickly bounced back above $1300 and gold’s B decline is getting closer to an end, most likely during 
these Summer months. This decline has been moderate, down 5.42% in the mildest B decline since 2005. 
We’re now adding the Silver Trust iShares ETF to our recommendations; buy SLV. Keep your positions, the ones listed as a 
“Buy/hold” in the box are also okay to buy. Our gold share positions are looking good, especially AEM and RGLD. Both are 
at new highs for the move. GDX and GDXJ have been flat but they are starting to follow. Our resource and energy shares 
are doing well.  BHP and IYE are holding near the highs, while FCX and HMMJ.TO are on the rise.  REMX is the exception; 
it’s weak but we’ll give it time.

INTEREST RATES &  BONDS 
  The 3% level has become a key 
level to watch on the long side. It’s 
the key mega uptrend for the 30 year 
yield, and it’s important to see if it 
can stay above this level. It’s also 
a strong resistance level for the 10 
year yield. It caps the top side of the 
historically low level in the yield for 
the last seven years. Interest rates 
are at a critical juncture while the 
short term rates continue to narrow 
in on the long rates. We continue 
to watch this closely to see if the 
interest rates have turned the mega 
corner upward. Meanwhile, continue 
to stay on the sidelines with bonds 
until the trend clarifies.

CURRENCIES  
    The U.S. dollar index reached a 
new high for the year on May 28, and 
it’s been resisting at the key 95 level 
since then. The contra-trend has 
been a solid one, but the major trend 
remains down for the dollar. The 
currencies are near a low area, and 
we continue to recommend keeping 
your currency ETFs listed in the box. 
We now recommend buying more if 
you don’t have all of your positions 
set. Continue to keep your U.S. dollar 
position for now as well.

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

10%  
Stocks

30% 
Gold & silver, 
gold shares, 

energy & resources

60% Total Currencies  
30% in Euro, Can, Aust & Yen
30% in US dollars

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

Adobe Systems ADBE Feb-17 118.93 258.10 117.02 Hold 230.00
Netflix NFLX Mar-18 321.55 392.87 22.18 Hold 325.00

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

Royal Gold RGLD Sep-17 90.19 93.30 3.45
Agnico Eagle AEM Feb-17 47.10 46.60 -1.06
Silver (physical) Aug-03 4.93 17.30 250.89
Silver Trust * SLV Jun-18 16.17
BHP Billiton BHP Sep-17 42.00 50.36 19.90
DJ US Energy  IYE Jan-18 41.84 41.84 0.00
Freeport-McMoRan FCX Feb-18 19.12 17.58 -8.05
Ctrl Fund of Canada CEF Mar-17 12.66 13.35 5.45
Horizons Marijuana HMMJ.TO Jan-18 20.38 18.38 -9.81
Gold (physical) Oct-01 277.25 1308.30 371.88
SPDR Gold  GLD Mar-17 117.51 123.38 5.00
Gold Miners ETF GDX Feb-17 25.20 22.60 -10.32
Jr Gold Miners ETF GDXJ Feb-17 42.12 33.20 -21.18
Rare Earth REMX Jan-18 32.12 24.48 -23.79

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

Euro ETF FXE Jun-17 110.48 111.19 0.64
Japanese Yen ETF FXY Mar-18 90.25 86.56 -4.09
Australian dollar ETF FXA Jun-17 76.91 74.88 -2.64
Canadian dollar ETF FXC Jun-17 76.09 75.35 -0.97
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