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This month we again received more questions than 
usual.

With the stock market hitting more new highs, most 
of your questions are regarding stocks and what strate-
gies to take... So following are the most frequently asked 
questions, which we think you’ll all find interesting...

Q. I need some strategy advice... I know the 
professional view is to buy and hold stocks for the 
long-term, and ride through the downturns. But at 
my age I can’t afford to ride out the next downturn 
and need an escape plan to preserve profits. What 
to do?

A. This is an excellent question and it applies to 
many baby boomers who are at, or nearing retire-
ment...

The current bull market rise has been a good one. 
And as you’ll see in this month’s Stock Market sec-
tion, it could still run a lot further. That’s why we’ve 
been saying to stay with this bull market upmove for 
as long as it lasts.

But yes, at some point it’s going to come to an end 
and the decline that follows could be a steep one, like 
in 2000 and 2008. And if you’re approaching retirement 
age, you wouldn’t want to ride this through because it 
could take years for the market to get back to where 
it was.

Most impor-
tant to remember, 
being a long-term 
investor doesn’t 
mean you never 
sell your stocks. 
But if does mean 
adapt ing  and 
adjusting your 
stock positions 
based on what’s 
happening in the 

economy, the business cycle, the global scene, finan-
cially and geopolitically. 

The best way we’ve found to do this is by following 
the price action via the charts. 

As our colleague Matt Kerkhoff (dowtheoryletters.
com) recently noted,  the late great grandfathers of all 
technical analysis often pointed out that, “everything 
that everybody knows about anything finds its way into 
Wall Street... the stock market itself, in its fluctuations, 
represents the sifted value of all this knowledge.”

The trick is using a reliable tool to identify 
when the bull market has reached a top. Although 
it’s not fool proof, we’ve found that the 65-week mov-
ing averages and the leading indicators of the main 
U.S. stock indexes have worked well in identifying the 
major trends.

For example, if the S&P500 were to break below its 
moving average, it would be a strong warning to lighten 
up on your stock positions and/or sell them, and move 
to cash, at least for the time being. That would be rein-
forced if the leading indicator were to break down too. 
(You can see examples of how this would’ve worked on 
Chart 7, see arrows.)

Sometimes there are fake outs, like in 2016, but this 
doesn’t happen often, and you would’ve gotten back 
in soon thereafter. So overall, we believe these tools 
provide a good guideline, combined with other factors 
like market sentiment and valuations.

We’ll be keeping you posted on this as we go along. 
But for now, all systems are still go.

Q. I am a new subscriber and want to get into 
the stock market but am afraid to buy high. When 
to buy into such a strong market?

A. This bull market has barely had a correction this 
year. Normally corrections provide good opportuni-
ties to buy at a lower price. Since this stock market 
remains poised to head higher, we would buy some of 
the strongest stocks now, which are shown as buys on 
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SPECIAL NOTES
• Please join us at the Money Show’s Legends of 

Wall Street Seminar at sea! From  January 12 to 
22 aboard the Crystal Serenity we’ll be going from 
Panama, Costa Rica, along the Mexican Riviera and 
ending in San Diego. 

These cruises are a real treat... combining use-
ful investment info, lovely ports of call, personal 
get togethers and dinners, all aboard the world’s 
#1 rated cruise ship.  We hope to see you there! 
For more info go to https://www.moneyshow.
com/events/cruises/the-legends-of-wall-street-
cruise/?scode=043574

• We also want to remind you that the big 
New Orleans Investment Conference is coming 
up on October 25-28.  We usually speak at this 
conference and it’s our favorite, but this year 
we’ll have to miss it due to other commitments. 
But it’s always an excellent conference, with 
great speakers and it’s fun, so we hope you’ll go.                                                                                
To sign up go to  http://neworleansconference.com/
wp-content/uploads/2017/07/NOIC2017_Ayales.html

Thanks and best wishes to you all.

page 12. And then buy more once the 
market corrects downward. 

But be aware that whatever we 
buy at this point will unlikely be a 
long-term holding and we’ll be selling 
or lightening up once we see signs a 
major stock market top is forming.

Q. Will you be putting protec-
tive stops on your recommend 
stocks?

A. Yes, we’re putting trailing stops 
on our recommended stocks, and 
these are also listed on page 12.

Q. Aren’t you concerned that 
stocks and other markets are in 
bubbles that are ready to burst?

A. Yes, there are some potential 
bubbles inflating. One analyst re-
cently coined the current environ-
ment as the Everything Bubble. He 
believes stocks are in a bubble, along 
with crypto currencies, real estate, auto loans and 
corporate credit. 

Meanwhile, Deutsche Bank, and veterans Jim Rog-
ers and Stephen Roach believe the central bankers and 
their massive balance sheets are another bubble, and 
how they handle this could present huge risks.

That’s why this market in stocks has been climbing 
a wall of worry. And when you include No Korea, there 
are indeed many wild cards hanging overhead... 

But when or if these bubbles are going to pop is 
one big unknown. And as long as that’s the case, the 
market could keep going merrily on its way.

Of course, we’re watching these potential bubbles 
but so far, so good.

Q. Can the economy handle these ongoing pres-
sures?

A. Again, so far, so good. The economy is chugging 
along and the news is mixed, but generally the good 
news is overpowering the not-so-good.

This month, for instance, manufacturing surged to 
its best level in 13 years. This is great news and the 
end result is reflected on Chart 1. As you can see, the 
Misery index is down and Consumer sentiment is up 
and that’s been going on for nearly six years.

This tells us people are feeling good about the gen-

eral path the economy is taking. The 
stock market is telling us the same 
thing, and so are the global stock 
markets.

This is all good news. And while 
things certainly aren’t perfect, re-
member they rarely are.

Q. How is Harry Schultz doing? 
We miss him.

A. Harry is doing fine. We keep 
in touch fairly regularly and he is 
as sharp as ever. He often provides 
observations on certain markets or 
news events and we always value 
his insight.

Q. Please confirm that we’re 
still holding our metals and gold 
miners.

A. Yes we are. Despite the recent 
declines, these markets remain bull-
ish. And you can read more about 

our strategy in this month’s Metals & Natural Resources 
section.
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U.s. & worLd stocK MarKets  
Best record streak in 20 years!

 CHART 2
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The stock market surged again 
this month, in its best record streak 
in 20 years.
IT’S A WOW MOVE!

In a word, this bull market has 
been amazing. It’s strong, it’s been 
long lasting and it keeps on going.

As our dear friend the late Rich-
ard Russell often said... in major bull 
markets, stocks can rise a lot further 
than anyone expects... 

So you’ll want to keep holding 
on to your stocks as long as this 
extraordinary bull market lasts.

A MELT UP?
This is illustrated on Chart 2, 

which we’ve shown several times before. And as you’ll 
see, the signs keep telling us that higher highs are 
probably what the market has in store...

First, take a look at the last two big bull markets. 
These ran from 1974 to 1987 (blue) and from 1987 to 
2000 (green). In both cases, the bull markets lasted 12 

to 13 years.
These bull mar-

kets were both very 
strong, and they’re 
i ndexed  t o  100 
for comparison’s 
sake... 

Note, the 1987 to 
2000 green bull mar-
ket rise was much 
stronger than the 
blue bull market.  
That was primarily  
thanks to the tech 

 CHART 3
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 CHART 4

AdenOriginalChart 100 = JAN 2017

stock market bubble in the late 
1990s.

What’s most interesting is that 
the current bull market in red is 
also indexed to 100.  And so far 
it has been slightly stronger than 
the tech bubble was at the 9 year 
mark. 

That is, the movements and 
percentage gains have been similar. 
And if these similarities continue, 
the stock market could still soar 
and this bull market could last for 
a few more years.

The bottom line is, major bull 
markets tend to rise strongly in the 
latter stages. That’s when the public 

pours in and buying often becomes frenzied as the melt 
up escalates, driving prices sharply higher.
IT COULD HAPPEN AGAIN

Will it happen again? Many signs are indicating it’s 
indeed a possibility.

The weaker U.S. dollar, for instance, has been a posi-
tive for stocks, exports, 
corporate earnings and 
the economy (see Chart 
3).

It’s also been good 
for the global stock 
markets, especially the 
emerging stock markets 
(see Chart 4). The same 
is true of commodity 
prices, like copper.

Low interest rates 
remain a huge plus. 

AdenOriginalChart
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CHART 8

BULLISH, ON THE RISE
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And even if interest 
rates head higher, 
the rise will likely 
be gradual. Plus, 
rates are coming 
up from such low 
levels, it’ll be a 
while before they’re 
high enough to 
put a damper on 
this bull market in 
stocks.
BULLISH      
CONFIRM

Then there ’s 
the Dow Theory... 

It again triggered  reconfirmations of the ongoing bull 
market. This happened when the Dow Industrials and 
the Dow Transportations both hit new all time record 
highs several times this month (see Charts 5 & 6).

Not only does this mean stocks are headed higher, 
but that the bull market is strong and solid. And since 
the stock market looks ahead by about six months to 
a year or so, it also suggests the economy is going to 
stay on solid footing as we move into 2018... So it’s 
good news all around.

In addition, our technical indicators remain as bull-
ish as they could be...

Looking at Chart 5 again, you’ll see what we 
mean.  

Note that all of the stock indexes are hitting new 
record highs. They’re well above their 65-week moving 
averages, which identify the major trends, and in all 
cases the trends are clearly up.

Also interesting, the S&P500’s leading indicator is 
not yet overbought (see Chart 7A and B).

This indicator generally tends to approach an over-
bought level when the S&P itself is at or near a high 
area. And as you can see, this indicator has room to 
rise further before it’s near overbought. 

In other words, stocks have a technical green light to 

keep rising, 
according 
to this reli-
able leading 
indicator.
GLOBAL 
BULL

T h i s 
is strong, 
bullish ac-
tion. And 
i t ’ s  e v en 
more bull-
i s h  b e -
cause it ’s 
happening 
worldwide. 
(Chart  8 
provides a 
few exam-
ples ,  but 
nearly all of 
the global 
stock mar-
k e t s  a r e 
similar.)

In fact, many of the international stock markets are 
stronger than the U.S. stock market, which is why we 
continue to recommend a diversified portfolio, with some 
U.S. stocks and some in the international markets.
KEEP YOUR POSITIONS

So all things considered, we advise holding the 
stocks you have. If you want to buy new positions, it’s 
not too late. Yes, the market is reaching maturity, but 
it still looks like the best is yet to come.

We know stocks are expensive, but the market’s not 
concerned about this for the time being. 

So if you want to buy some of the strongest stocks 
shown as buys on our recommended list, we think it’s 
okay. And once we get a normal downward correction, 
we’ll probably buy more.

 CHART 6
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U.s. iNterest rates aNd BoNds
Near a Key Juncture

Interest rates have many investors wondering, 
what’s next?

Rates have been volatile in recent months, which 
makes the situation somewhat confusing. And the Fed 
has added some uncertainty into the mix too.
AT A CROSSROADS

This month, for instance, Fed head Janet Yellen 
did not hike interest rates, but said they’ll move up in 
December. For many this doesn’t make sense because 
inflation is still low and economic growth remains 
rather sluggish.

On the other hand, Fed member Bullard sees no 
need to raise interest rates any time soon.

Nevertheless, interest rates rose, not only in anticipa-
tion of higher rates downstream, but because the Fed is 
also planning to wind down its balance sheet. Currently, 
it’s at $4.5 trillion in government securities, which were 
purchased to 
provide easy 
money to help 
b o o s t  t h e 
economy in 
the years fol-
lowing the fi-
nancial crisis. 

B u t  b y 
winding down, 
the Fed will 
e s s en t i a l l y 
be tightening 
money and 
the big ques-
tion is, will 
the economy 
be  ab l e  t o 
withstand this?
AN INTERESTING PATTERN!

Interest rates will provide some insight and here’s 
what we’re watching...

An interesting pattern has emerged... it’s a repeating 
cycle that’s been going on for the past 10 years in the 
30 year yield. Here’s the deal...

Looking at Chart 9, you’ll see that starting in June 
2007 (blue line), the 30 year yield dropped sharply for 
about a year and a half. It then bottomed, moved up and 
topped out for a while in year 3. This was followed by 
another decline and an uptick in year 4, which ended 
in December 2010.

But here’s where it gets interesting...
The very next month in January 2011 (green line) 

the 30 year yield started to plunge again. And the move-

ments that fol-
l o w e d  w e r e 
similar to the 
action in the 
“blue” years. 
This ended in 
June 2014, and 
then it  hap-
pened again.

In July 2014 
(red line) the 
yield dropped, 
like it did in 
the two previ-
ous cycles. And 
the movements 
that followed 

were generally similar.
Currently, this “red” cycle is still in process and 

based on the previous patterns, it’s nearing an 
end... So we’re reaching the moment of truth...

That is, will the pattern keep repeating or not? 
The odds favor a repeat performance, but we’ll see ... 
if so, the 30 year yield will probably bounce around 
for a few more months and then it will head sharply 
lower, probably as the new year gets underway.
ONGOING LOW RATES ON HORIZON?

Should this happen, it would have wide ranging 
repercussions...

First, it would mean interest rates are going to 
stay at low levels for another three years or so.

Also important, it would be a strong sign that the 
mega downtrend in the 30 year yield that began in 
the 1980s is 

going to remain 
in force (see Chart 
10). 

As you can see, 
that’ll continue if 
the 30 year yield 
stays below its 80 
month moving av-
erage, which iden-
tifies the mega 
downtrend, at 
3.12%.

And since in-
terest rates tend 
to generally move 
together, it would 

CHART 10
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cUrreNcies
U.s. dollar: Bear Market rebound

mean short-
term interest 
rates in the 
major coun-
tries are going 
to stay at low 
levels as well 
( s ee  Char t 
11). The same 
would also ap-
ply to global 
10 year yields 
(see Chart 14 
below).

This in turn 
would be good 
for the econ-
omy and the 
housing mar-
ket. It would 
also keep up-
ward pressure 
on stocks and 
gold.

I t  wou ld 
m a i n t a i n 

downward pressure on the U.S. dollar since low rates 
would make the dollar less desirable.
COULD RATES RISE FROM HERE?

With long rates at a crossroads, we’re watching it 
closely. Because there may be an early warning sign 
that the interest rate picture is going to change in a 
big way.

The leading indicator for bond prices on Chart 

12B illustrates what we mean... note that it’s in a 
downtrend and looking toppy. This tells us bond 
prices are likely headed lower. If so, interest rates will 
then head higher in the months ahead. This is being 
reinforced by the 10 year yield.  It’s now moving up 
and its indicator has room to rise further before it’s 
too high (see Chart 13). 

Perhaps it won’t be a rip roaring interest rate rise 
at the onset, but it would mark a mega trend change 
f r om down 
to up.  And 
again, that 
would be con-
firmed if the 
30 year yield 
r i s e s  a n d 
stays above 
3.12%.

So be on 
the lookout 
and we’ll soon 
see how this 
unfolds.

M e a n -
w h i l e ,  w e 
continue to 
recommend 
s tay ing  on 
the sidelines 
and avoiding 
bonds. That 
goes for U.S. 
and  g l oba l 
bonds too, at 
least for the 
time being.

CHART 12
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B

a 30 YEAR

The U.S. dollar has been falling all year. 
The move has been almost straight down 
and the dollar remains bearish.

As we mentioned last month, following 
such a steep decline, any market becomes 
oversold. This means it’s dropped too far 
and it’s due for an upward rebound. That’s 
what’s happening now and it’s normal.

You can see this on Chart 15B. The dol-
lar’s leading indicator is bottoming at a too 
low area and it’s poised to head higher. 

This will likely coincide with a further 
rebound rise in the dollar index, but it will 
remain bearish even if it rises to as high as 
97.60, its 65 week moving average.

And when once this rebound rise is 
over, all signals point to a resumption of 
the dollar’s major bear market decline.

Currently, we recommend selling 
UDN, which is the U.S. Dollar Bearish 
ETF, but this may only be temporary. 

Once the dollar’s rebound is near an 
end, we’ll likely buy UDN again and take 
advantage of its strength as the dollar falls 
into the next phase of its bear market.

Remember, a weak dollar provides ben-
efits for trade and the economy. Exports 
are on the rise and we don’t think the 
powers-that-be want a strong dollar.

Nevertheless, the dollar did its own 

 CHART 14
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CHART  16

15 WEEK MOVING AVERAGE: Key medium-term trend
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 CHART 15
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CURRENCIES: The past year

thing and it bounced up due to sev-
eral factors this month...

Most influential was the Fed’s 
statement that they’re going to raise 
interest rates, one more time this year 
and three times next year, thanks to 
a strong and robust economy.

And even though Yellen said this 
“is not set in stone,” it was good 
enough for the dollar bulls. They 
loved the idea of higher interest rates, 
and drove the price higher.

Plans for a tax overhaul also 
boosted the dollar, and so did the 
ongoing tensions between the U.S. 
and No Korea. 

As the war of words intensified, 
the dollar emerged as a safe haven.
EURO JITTERS

Overall, however, it wasn’t so 
much that the dollar was strong, 
but the euro encountered downward 
pressure. And as the euro declined, 
the dollar rose.  Here’s why...

First was the German election. Even though Angela 
Merkel won a fourth term as German Chancellor, mak-
ing her one of the longest and most powerful European 
leaders, it wasn’t all smooth sailing. 

Merkel is having trouble putting together a coalition 
government, creating uncertainty, and that gave the 
euro the jitters.

Also weighing on the euro were events in Catalonia. 
The Catalans voted for independence and this has been 
coming down the pipeline for a long time.

Several years ago, Mary Anne’s daughter lived in 
Barcelona for five years s and it was a constant theme 
back then, and much before that too.

But the current situation has led to turmoil and pro-
tests between the Catalans and the government of Spain, 
who does not recognize the vote for independence.

EURO: Main offset to dollar
Our dear friend and colleague 

Chuck Butler calls the euro “the big 
dog.” That’s mainly because the euro 
tends to lead the other currencies.

In other words, if the euro moves 
up, most of the other currencies 
will too (see Chart 16). Some will 
rise more than others but the major 
trends tend to stay in synch.

As you can see, these trends 
are all on the rise and bullish. The 
Japanese yen is the big exception, 
primarily because North Korean mis-
siles have been flying overhead. That 
makes the Japanese and currency 
investors understandably nervous, 
so the yen has been stalling.
KEEP YOUR POSITIONS

Our favorite currency continues 
to be the euro. Once this down-
ward correction is over, we’re fairly 
certain that euro will keep surging 
upward.

That being the case, we still advise keeping about 
half of your cash in the euro and/or the euro’s ETF, 
which is FXE.

We also continue to recommend holding the Cana-
dian and Australian dollars (FXC and FXA).

But won’t higher U.S. interest rates keep downward 
pressure on these currencies? The answer is no... 
The main reason why is because, as we previously 
mentioned, interest rates worldwide tend to move to-
gether.

Some will lead and some will lag. But if they’re all 
generally moving up, the currencies will benefit and 
the determining factor driving these markets will then 
likely return to economic growth, sentiment, safe ha-
vens and confidence.

So that’s the way we see it for now.

AdenOriginalChart
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MetaLs, NatUraL resoUrces & eNergy
correcting during the turnaround time

Gold’s Summer rise was a good 
one, reaching its high on September 
8th.  Geopolitical tensions then eased 
while the dollar and the stock market 
strengthened, thereby putting pressure 
on the rise. 
$1380 OR BUST!

The gold market is in a turnaround 
time period for a bull market to fully de-
velop, and the $1380 level still remains 
a key resistance area. 

Gold outperformed the S&P500 during 
the three quarters of this year.  And as 
we now start the 4th quarter, it’s still to 
be seen how the year ends up.

Many are forecasting the year end 
price for gold.  All we have to say is, as 
long as gold closes above $1152, it’ll be 
higher than the close of 2016, and above 
$1162, means it’ll end the year higher 
than when it started in January.  

Gold is currently more than $100 
higher than those levels and that’s a 
good sign.

Wherever gold ends up in the com-
ing months will tell us a lot about the 
strength of this turnaround.  

The rise from July to September was 
a decent rise we call C.  Granted, it would’ve been 
better to see gold overcome the $1380 level, but that’s 
okay.

Gold has gained almost 12% so far this year, which 
is a great part of the turnaround.
GOLD DOES WELL IN A LOW INTEREST RATE 
WORLD  

And especially when real rates are 
low.  If the Fed says 2½% for interest 
rates is the goal and so is 2% infla-
tion, then we’ll have a half percent 
short-term real interest rate, which 
will be positive for gold. Plus, lowering 
the balance sheet, even gradually, will 
be another positive.

Fed’s Brainard says disinflation is 
a serious problem for a country with 
an over 100% debt-to-GDP ratio.  
This means inflation is needed to 
help the debt load.  Gold will benefit 
from this.

Chart 17 shows how gold has been 
moving together with the bond mar-
ket over the last few years.  It’s also 
showing how much the Dow Utilities 
also moves with them.  These have 
been safe havens and that’s been a 
driving force.
DEMAND IS GROWING

Less than two months ago money 
managers were the most bullish on 
gold in almost a year.  

Ray Dalio, who has the world’s 
largest hedge fund at Bridgewater 
Associates, recommended investors 
put as much as 10% of their assets in 
gold.  Others were calling for $1400 
gold early next year.  

Meanwhile, German investors put 
$7 billion in gold products last year, 
according to the World Gold Council.  
And other investors are doing the 
same.

China has been the world’s biggest 
gold producer for 10 years and the 
largest consumer of the metal for four 
years.  This continues to grow and 
China is aiming to increase its annual 
gold output in the years to come. 

 AMERICA HAS A PEER
Our dear friend Chris Weber1 wrote an excellent 

article last week about how China has advanced to the 
position of America’s peer. This is something no coun-
try has been able to do since the U.S. attained world 

supremacy following World War 
I,  100 years ago.

He goes on to say how inter-
esting it’ll be to see how the U.S. 
reacts to its first true economic 
equal. America is not used to 
having an equal, and one en-
counter could be with crude oil.

China is also the world’s 
biggest oil importer and if they 
launch a crude oil futures con-
tract priced in yuan and convert-
ible into gold, as expected, this 
could have a big impact on the 
gold price and the dollar’s future 
as a reserve currency.  

1 The Weber Global Opportunities Report (weberglobal.net)
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We’ll be keeping an eye on this 
because it could end up becoming 
the way to overstep the U.S. dollar 
in trade with crude.

Interestingly, oil has room to rise 
in gold terms.  Chart 18 shows the 
ratio comparing the oil price to the 
gold price. 

Note that oil has been in a down-
trend versus gold since the financial 
crisis in 2008.  But the ratio has 
been forming a bottom since 2016, 
and it’s now poised to rise favoring 
oil over gold.  

This is perhaps saying both will 
rise in a new bull market, but oil will rise more than 
gold. 
Russia Prepares

Russia is getting set to become the world’s second 
largest gold producer with the launch of a major min-
ing company in the Far East. 

And it’s more than doubled the pace of its gold pur-
chases, bringing its reserves to the highest level since 
Putin took power 17 years ago, according to the World 
Gold Council. 

Plus, we all know that Russia is already a large 
energy producer.

Is it a coincidence that the two 
countries who want to break away 
from dollar dominance, are also 
producing and buying the most 
gold?  They both have an interest in 
gradually replacing the U.S. dollar 
as the world’s reserve currency. 

There’s no doubt that countries 
and individuals continue to buy and 
hold gold.  Today’s times are vola-
tile, worrisome and often fearful.  

We have bubble like tendencies 
in many areas and  many believe 
gold is being purposely held back.  
If so, it’ll eventually break loose.  
And when it does, it could surge, 
making up for lost time.  

Then there’s always the geopo-
litical threats hanging overhead.  
The most recent and ongoing one is 
with North Korea.  And this alone is 
making the world quite uncertain.
DOLLAR IS MAIN INFLUENCE 
ON GOLD

But the main influence on gold 
is the U.S. dollar.  With the dollar 
falling like it has this year, demand 
for gold has gone up. This makes 

sense since gold is priced in dol-
lars.  

The dollar is in a bear market, 
and it’s due to have a further short-
term bear bounce this month, which 
could add to a further gold decline 
in the near term.  

The Fed put pressure on gold 
while giving the dollar a boost when 
it signaled its expectations to raise 
interest rates by year-end.  They’re 
also planning  three more rate hikes 
next year, while starting to reverse 
their QE bond buying program by 
about $10 billion a month.  

This is good for the dollar for now, but it’s still to 
be seen if they can do it.  

Meanwhile, gold around the world is trending up, 
and it has been since 2014 (see Chart 19).  In fact, gold’s 
weakness in 2014-15 was more about dollar strength 
rather than gold being weak at the time.  
GOLD TIMING GUIDE

Gold is still looking good even if it declines further 
this month.  

Gold has been down for a month now, but the big 
question is... Is the C rise really over?  

Yes, that seems like 
an invalid question to 
some, but the reality is, 
gold has essentially held 
at its 15 week moving 
average and  gold shares 
are perking up.  

Copper has been lead-
ing gold and if this con-
tinues, it too is starting a 
renewed rise.  

Let’s put some num-
bers on gold...

Chart 20A shows gold 
resisting below its prior 
C peaks at the $1380 
level.  If gold stays below 
this level, the C rise has 
peaked.  

But let’s first see if 
gold can rise back above 
the $1300 level.  This 
would be the first step to 
overcome, signaling the 
possibility of more upside 
potential for the C rise. If 
$1380 is surpassed the 
bull market would be 
flexing its muscles, be-
cause gold would then be 
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breaking out of its complete low area 
since 2013!  The $1536 level would 
then be the next target.

On the downside, the $1270 level 
is key.  If gold can stay above it, gold 
is firm and a further C rise is pos-
sible. Note the leading indicator has 
room to rise further, which is also a 
good sign.  

But if $1270 is clearly broken, 
the C rise would be over.  Gold could 
then decline to the $1246 level, its 23 
month moving average. And in a worse 
bull market  case, it could decline to 
its 2016 uptrend near $1200.
WHAT TO DO

We advise keeping gold and gold 
shares during this weakness.  And if 
you want to add more to your posi-
tions, it’s okay to do so as weakness 
unfolds.  In the big picture, we believe 
all purchases this year will end up 
being a great investment in the years 
ahead.  

Now the big question is, what if 
$1200 is clearly broken?  This wouldn’t 
be good for the growing turnaround, 
and gold could then fall further.  

We’d lower our position in this case, keep a core 
position, and watch the downside unfold.  
SILVER & GOLD SHARES: Ready to shine?

Normally in past times, silver and gold shares have 
outperformed gold during bull markets.  And they tend 
to lose more during bear markets.  

They are more volatile.
When gold started the turnaround from bear to bull 

in December 2015, gold also peaked versus both silver 
and gold shares (see Chart 21).  This was a bullish sign 
for gold.  And today the ratios are still well below these 
highs, reflecting a bullish scenario.

The ratios have been creeping back up over the past 
year meaning gold has been performing 
better than silver and gold shares.  Yet 
this is neutral and still tends toward 
bullish.

Backing this up is the recent ac-
tion in gold shares.  Their decline this 
past month has been the most mild.  
A close up daily look at the HUI Gold 
Bugs index on Chart 22 gives you a 
good look.

You’ll remember last month we 
showed you a major head and shoul-
ders bottom forming in the HUI index, 
and the right shoulder has been form-
ing all year.  This chart shows a blow 

up of the shoulder.
Note how well the 5 week mov-

ing average works with HUI.  When 
it’s been above it, a rise is under-
way and when it’s below it, the HUI 
is declining.  

The mild decline this month is 
now ready to rise back above this 
moving average, and if it does, it’ll 
be saying a renewed rise is under-
way.  This would be a back up for 
the C rise.

Keep an eye on 205 on the HUI.  
If it can rise and STAY above this 
level, it’ll be off to the races for gold 
shares.

According to the Chairman of 
Goldcorp, Ian Telfer, miners are 
just not finding gold like they used 
to.  ‘We’re running out of gold as 
an industry. It’s getting harder to 
find.”  He believes production is 
starting to turn down, and once 
that happens, we could see the gold 
price really start to move.

Silver and especially platinum 
have been lackluster.  Chart 23 
shows both are still holding well 

above their early 2016 lows, and they’ve been forming 
a moderate uptrend, but they’ve been sluggish.

Silver is a sleeper.  It’s always been a lackluster 
metal until it wakes up.  And this time it has reason 
to “wake up very well.”

Silver demand is growing in photovoltaic consump-
tion.  According to the Silver Institute, this consumption 
reached a record last year at 76.6 million ounces, in 
the strongest growth since 2010.  

A shift into clean energy and renewable energy is 
happening, and the mining industry will benefit, ac-
cording to Pan America Silver Chairman Beaty. 

Growing demand for new energy sources, particu-
larly solar panels will be most beneficial to silver. 

He said about 10% of global silver 
demand will come from uses of the 
metal in solar panels this year.  And 
not to mention the photovoltaic de-
mand that’s also set to be higher than 
last year’s record.

We’ll keep our silver.  It has a 
bright future and it’s worth the wait.  
It looks set to have a wake up call one 
of these days.

Silver is stable above $16.50 and it’ll 
be looking good above $18.25.  Keep 
your position.

Palladium has been strong all along, 
and with platinum’s weakness this past 
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like vanadium, tungsten and others have jumped up this 
year, along with zinc and nickel.  They’re moving with 
copper and the resource sector is turning bullish.
 CRUDE OIL: Bouncing up

 Crude bounced up to a 5+ month high, moving 
higher within a rise that started in June.  It’s still 
in a bottoming phase, but now energy shares are 
showing more life in general, which is a good sign 
for higher prices.

Chart 25A shows the oil price since 2004.  It’s been 
basing for almost two years now, and it’s poised to 
rise in a bull market.  Once oil rises back above this 
year’s high near $55, a strong renewed rise will be 
underway.

It fell sharply during the deflationary wave in 2013-
15,  but  th is 
looks like it’s 
well behind us.  
The indicator,B, 
is holding near 
zero  and i ts 
moving average 
with room to rise 
further.  This is 
technical ly a 
bullish outlook.

OPEC’s pro-
d u c t i o n  c u t 
agreement may 
be paying off as 
investors gained 
faith that OPEC 
will successfully 
shrink a global 
supply glut.  

There will be 
ups and downs 
as we’ve already 
seen, but overall 
it looks like this 
agreement will 
stay. 

month, it caused palladium prices to top platinum 
for the first time since 2001.  But this is unlikely to 
last long.  Palladium has been topping while platinum 
continues to bottom.  
RESOURCES: Turning bullish

Copper has been leading the precious metals in a 
stronger rise this year, but actually many base metals 
are rising.  Much has to do with our low interest rate 
world we’ve lived in for the last ten years (see copper 
on Chart 23).

We all know that lumber tends to move with hous-
ing, and that makes sense.  But since the 2009 low, 

Chart 24 shows 
that housing has 
had an ongoing 
rise, while lumber 
and copper rose 
with housing only 
part of the time.

During 2013-
15 housing re-
mained strong 
with the zero in-
terest rate policy, 
but lumber and 
copper, as ex-
amples, declined 
due to deflation-
ary pressures. 

This changed 
in 2016 when all 
three began to 
rise together and 
that’s been the 
case since then. 

This reinforces 
that the deflation-
ary scare is be-
hind us, and infla-
tion may be what’s 
coming next.  

Base metals 
and earth metals 
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PRECIOUS  METALS, ENERGY, RESOURCE
       The gold market is in a turnaround time period for a bull market to fully develop.  
The $1380 level still remains a key resistance area.  Demand is strong, but for now 
gold must surpass the $1300 level to signal the possibility of more upside potential.  
We advise keeping gold and gold shares during this weakness.  And if you want to 
add to your positions, it’s okay to now buy CEF and RGLD. 

U.S. & GLOBAL STOCK  MARKETS
    The bull market in the stock market has been outstanding and it’s poised to 
rise further.  We continue to advise holding the stocks you have.  If you want to 
buy new positions, or add to the positions you have, the stocks we like best are 
IOO, DIA, MSFT, USCOX, EMF 
and QQQ.  It’s okay to buy some 
now.  And once we get a down-
ward correction, we’ll probably 
buy more.  Also note the trailing 
stops listed in the table below.  
If one of the stocks you’re hold-
ing closes below this level, then 
take profits and sell it.

INTEREST  RATES  &  
BONDS 
   Interest rates rose this month 
and we’re watching them 
closely.  Rates are set to head 
higher in the months ahead and 
bond prices are likely going to 
stay under pressure.  But a 
mega trend change will not be 
confirmed until the 30 year yield 
rises and stays above 3.12%. 
For now, it’s best to stay on the 
sidelines and continue to avoid 
U.S. and global bonds.

CURRENCIES  
    The U.S. dollar remains bearish.  
But it’s now rebounding and it’s poised 
to rise further before it again heads 
lower.  That is, the euro is still bullish 
but it’s set for a further downward 
correction.  This will provide a good 
opportunity to buy the Euro (FXE), 
Canadian dollar (FXC) or Australian 
dollar (FXA) if you haven’t bought yet 
or want to add to your positions, but 
not yet.  Otherwise, keep the positions 
you have.  We do recommend selling 
UDN, the U.S. Dollar Bearish ETF, but 
this may only be temporary.

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.             

40%  
Stocks

(ETFs & shares)

25% 
Gold & silver 

physical & 
gold shares  

35% Cash  
Half in Euro, Half 
in  Can & Aust. A 
small position in US 


