
1Copyright Aden Research November 12, 2010

INSIDE

U.S. & World Stock Markets ..........   3
The rise continues...

U.S. Interest Rates & Bonds ..............5
Uncharted territory... rates bouncing up
                                            
Currencies ......................................... 6
Bearish U.S. dollar due for rebound

Metals & Natural Resources ..........   8
And they’re off... What a move!

GLITTER IS IN

Volume 29 Number 11

FORECAST
MONEY  •  METALS   • MARKETS

ADEN
THE

our 29th yearNOVEMBER
2010

November 12, 2010

This has been one of the most 
extraordinary months in a while…

First the markets were super ex-
citing with nearly all of them hitting 
new highs. A perfect storm of factors 
came together at the same time, 
further fueling the rises and there’s 
a lot to discuss this month…

BITTER-SWEET
On a personal note, we had 

a great time at the New Orleans 
conference, seeing old friends and 
listening to a wide range of opinions 
from the speakers. The best part 
was meeting so many of you. 

Old and new subscribers from all 
over were there… Canary Islands, 
Louisiana, Hong Kong, Illinois, New 
York and more. You know who you 
are and it was wonderful spending 
time together.

We returned home to rain, lots of 
it, and then the effects of Hurricane 
Tomas started pounding Costa Rica. 
The country has been badly hurt by 
flooding and landslides, the worst 

we’ve seen in our 36 years living 
here, resulting in deaths and dam-
aged infrastructure. We are fine but 
many are not and it’s been a sad 
time. Our sincere thanks for your 
notes and calls. They are truly ap-
preciated.
FED SPEAKS AND ELECTION

On the financial front, all eyes 
were glued to the Fed this month 
as markets around the world an-
ticipated what they would, or would 
not do. The mid-term U.S. elections 
were important too.

Interestingly, the Fed’s decision 
to keep the money flowing and the 
elections nearly coincided to the 
day. Both events seemed to calm 
the uncertainty that’s been hang-
ing over the markets and they took 
this as a green light, signaling the 
economy is going to improve. This 
caused the markets to surge.

Gold hit a record high above 
$1400. Silver was even stronger, 
soaring to a new 30 year high and 
rapidly closing in on the $30 level. 

Stock markets worldwide moved 
sharply higher with the U.S. market 
reaching a fresh bull market high. 
Commodities, currencies, the other 
metals and resources… they all 
moved up strongly. 

On the other hand, the bond 
market, which has been a safe 
haven, stalled out and bonds are 
changing direction.

Okay you may be thinking, how 

can this be if the economy is still in 
a rut and debt is soaring? 
MARKETS LOOK AHEAD

While this is true, it’s important 
to remember that the markets lead. 
They look ahead. They’re not react-
ing to what’s currently happening, 
but to what lies ahead and for now 
they’re telling us that better times 
are coming.

Also important, the markets usu-
ally take a more near-term view, 
looking out to the next few quarters 
or so. And they often don’t focus 
on the underlying fundamentals, 
especially when it comes to the very 
long mega trends, which overpower 
the near-term trends. 

But mega trends take years or 
decades to evolve.  In the meantime, 
other factors will come to center 
stage, as we’re currently seeing.

Is debt, for instance, a huge 
problem? Yes, it’s out of control but 
since everyone talks about the debt 
so much, we won’t rehash it here. 
It is, however, worth noting some 
key points…

The year end fiscal U.S. deficit 
came to $1.6 trillion, which es-
sentially gets piled onto the total 
national debt. Once the numbers 
get this large, they almost become 
meaningless. But putting it into per-
spective, each citizen’s share of the 
debt now comes to about $176,000.  
And despite what you hear, there’s 
no turning back.



2 Copyright Aden ResearchNovember 12, 2010

Published monthly by Aden Research.  Also includes access to a weekly update $250 per year.    Send all customer 
service or market related questions to Aden Research, Dept. SJO 874, P.O. Box 025216, Miami, Florida  33102-5216 or 
E-mail adenres@racsa.co.cr   Questions will be answered in future issues.  Copyright Aden Research 2010. All rights 
reserved. The Editors may have a position in the securities recommended and may change such positions without no-
tice.  This publication’s sole intended purpose is to provide investment-related information and opinions to subscribers.   
FREE WEEKLY UPDATE every Wednesday at 8 P.M.  (Eastern time). You can access it through our website,  http://www.
adenforecast.com.   To receive the market update by fax every week (52 weeks) $160 per year for U.S. subscribers and 
$260 for subscribers outside the U.S.   FASTER NEWSLETTER DELIVERY OPTIONS: Downloading from the website, 
no extra charge.  Fax only, $65 more per year for U.S. subscribers and $170 more outside the U.S. Air Mail and Fax, $90 
more per year for U.S. subscribers and $220 more outside the U.S. Make checks payable to Aden Research, S.A. 

In Costa Rica: 
Ph: 506-2271-2293     
Fax: 506-2272-6261

from the U.S. dial 011 first, 
otherwise dial 00 

Editors:
Mary Anne Aden
Pamela Aden

www.adenforecast.com

info@adenforecast.com

The Aden Forecast 
P.O. Box 790260 

St. Louis, MO 63179-9927

1-305-395-6141 

That’s especially true consider-
ing expenses for Social Security, 
Medicare and Medicaid are the larg-
est and these won’t be cut. If any-
thing, they’ll become much larger 
as the baby boomers retire. This 
nearly guaranties an even larger 
debt, along with ballooning inter-
est payments on the debt, which 
are already $375 billion a year, and 
projected to go much higher in the 
years ahead.

The bottom line is that the 
debt simply can’t be repaid. And 
it’s not just the U.S. The same thing 
is happening in many of the world’s 
largest economies. As S&P noted, 
the developed world is on an “ex-
plosive path” and the riots in Greece 
and France are probably just a taste 
of what’s to come as governments 
try to cut back on benefits.

Debt is in a mega trend. Eventu-
ally, the magnitude of the situation 
and its repercussions will become 
more obvious. 

That’s also why the U.S. dollar 
will continue to fall because more 
spending and money creation 
makes the dollar worth less, and 
gold will keep rising because it is 
real money. This is one main reason 
why they’re in mega trends too.
LISTEN TO THE FED

For now though, the markets are 
excited because the Fed again came 
to the rescue with more quantitative 
easing to help the economy. This is 
the current focus and it’s boosting 
stock markets. But as you’ll see, 
even though there are profits to be 
made, these aren’t mega trends. At 
some point, stocks will fizzle out 
but the mega trends won’t, not for 
a long time.

How do we know? Long-term 
subscribers may remember about 
10 years ago we started seeing the 

first signs that a new era was be-
ginning. This new era marked the 
start of a mega bull market rise 
in gold and commodities, and the 
beginning of the end for the mega 
rise in stocks, which had been in 
force since the 1970s. Over the past 
decade, the new era has clearly 
evolved, it’s still in place and it has 
a lot further to run.

Back then, we didn’t know ex-
actly what the driving force behind 
the new era would be, but we do 
now… it’s debt and globalization.
A DIFFERENT WORLD

As we’ve discussed for years, 
aside from debt, the world has 
changed in a huge way in recent de-
cades. In large part, that’s because 
2-3 billion people joined the global 
economy who previously weren’t 
involved, either due to communism 
and/or poverty. This has spurred 
the unbelievable growth in the 
emerging countries and here too, 
there’s no turning back.

You already know the China 
story well. Its economy has been 
booming for decades. As a result, 
China has the world’s largest cash 
reserves, it lends more money to the 
U.S. than any other country, it has 
a huge and growing middle class, 
along with increasing demand for 
goods as standards of living rise, it 
is the world’s biggest buyer of raw 
materials, and so on.

But China is not alone. India 
is quickly playing catch up as its 
economy continues to surge, along 
with its reserves. Like China, India 
has huge future potential as its 
giant economy moves forward, pro-
viding a better lifestyle and growing 
demand for its over 1 billion people. 
Brazil is similar and so is Indonesia, 
and dozens of other countries.

These countries account for 
far more than half of the world’s 
population and in economic terms, 

they’re young and dynamic. In fact, 
the IMF forecasts that the BRIC 
countries alone (Brazil, Russia, In-
dia and China) will produce 400% 
more global growth in the next four 
years compared to the top seven 
developed countries, who’ve tradi-
tionally been the world’s leaders in 
this area.

Again, it’s a new era. On the 
one side we have the emerging 
growth countries and on the other 
side there’s the debt ridden nations. 
The growth countries are becoming 
wealthy, increasingly doing their 
own thing and they’re leading the 
world economy. They’re also be-
coming more powerful as the global 
balance gradually tips from West 
to East.
GO WITH MEGA BULL MARKET

This new prosperity will keep 
upward pressure on gold, resources 
and commodities for many years to 
come. It’s a huge factor driving these 
mega bull markets. 

Plus, don’t forget that the world 
population will grow about 30% in 
the decades ahead. This too will 
mean even more demand for food 
and just about everything else, 
and growing demand means higher 
prices.

It really is a fascinating time and 
we believe the best is still to come, 
as far as the markets go. This is 
the big picture. It’s always the most 
important picture and that’s where 
your primary focus should be.

PLEASE NOTE… 
Next month, you’ll be receiving 

our December issue about a week 
or so later than usual. If anything 
happens that warrants a comment 
in the meantime, you’ll be hearing 
from us. 

Thanks and very best to you, 
Mary Anne & Pamela
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U.S. & WORLD STOCK MARKETS  
The rise continues...

- - -  65 Week Moving Average is major uptrend and major trends are up above these levels

 CHART 1
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Stocks surged this month, across 
the board. They were just wait-
ing for the good news and when it 
came, markets around the world 
took off.

From Asia, to Europe, to Latin 
America, the markets loved the 
Fed’s announcement that it would 
keep easing to boost the U.S. econ-
omy. This greatly reduced lingering 
concerns that the economy might 
slip into a double dip recession and 
it was a strong sign the Fed will 
keep doing whatever it can to keep 
the world’s largest economy on the 
right track.
EMERGING MARKETS BEST

The Dow Industrials, Transpor-
tations and Nasdaq all hit new over 
2-2½ year highs, breaking clearly 
above their April highs. The others 
soon followed (see Chart 1). The 
global stock markets kept booming, 
as they’ve essentially done all along, 
some more than others.

The new era global dynamics has 
clearly been evident in the world of 
stocks, with the emerging markets 
strongly outperforming stocks in 
the developed world for some time 
now. That’s obviously not true in 
all cases, but for the most part it 
is. You can see this huge difference 
when we compare the Dow Indus-

problems of one sort or another.
When Lula became President 

eight years ago, many were skep-
tical. He was a trade union man, 
left leaning and not well educated. 
That’s okay but not really presiden-
tial material and it seemed unlikely 
he could change Brazil’s course. 
Investing in Brazil simply appeared 
too risky.

This proved to be totally incorrect 
and that’s what the Brazilian stock 
market was indicating way back 
then. Lula was extremely popular, 
both nationally and internation-
ally.  Under his presidency Brazil’s 
economy grew strongly, jobs were 
created and 20 million people were 
lifted out of poverty into the lower 
middle class, fueling more demand 
for goods, which helped boost the 
economy.

Brazil became a BRIC nation and 
emerging market leader, cultivating 
its vast natural resources, oil, agri-
culture and many riches. It barely 
suffered compared to other coun-
tries during the 2008 recession, 
and it’s well positioned for ongoing 
growth and progress.

Will the new president be able 
to fill Lula’s shoes? She was hand-
picked by him and says she’ll 
continue on the same path. Again, 
many are skeptical but either 

CHART 2

02             04            06             08            10

IMPRESSIVE!

BRAZIL 
BOVESPA

DOW JONES INDUSTRIAL 
AVERAGE

trials to the gains in the Brazilian 
stock market over the past eight 
years (see Chart 2). 

GO WITH THE TRENDS
We remember noting the supe-

rior stock performance in Brazil 
about five years ago but we didn’t 
do anything about it. Why? We 
let logic (fundamentals) get in the 
way rather than following what the 
charts were telling us. As usual, the 
charts were right and logic wasn’t.  
This provides an excellent example 
and a lesson for all of us, which we 
want to again stress.

At that time, Brazil had come out 
of a terrible hyperinflation, reaching 
more than 80% per month in the 
early 1990s. The country was gener-
ally poor and it had fairly consistent 
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POISED TO RISE FURTHER... 
2007 HIGHS OR BUST?
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way, the Brazilian stock 
market will tell us well 
before the fact, which 
brings us to the moral 
of this story…

Like we’ve said doz-
ens of times… Stock 
markets will tell you 
what’s happening be-
fore it does. It hap-
pened in Brazil, Asia 
and the U.S. It’s always 
the same story, so don’t 
let too much logic get in 
the way.

We know that’s hard 
to do but instead, let 
the markets tell you 
what’s coming up. This 
is the way to make the 
best profits by getting in early. The 
reasons why will come later. But 
often by that time, it’s a little late 
in the game. 
STAY WITH IT FOR AS LONG AS 
IT LASTS

Okay, so what’s the U.S. stock 
market telling us? It’s bullish and 
it’s headed higher. It likes what it 
sees ahead and that’s what we’re 

er, even though stocks 
are looking a lot bet-
ter, they’re not out of 
the woods. That won’t 
happen until the Dow 
is able to break into 
new high territory. But 
here too, if or when it 
happens, by waiting 
you would miss what’s 
likely to be a strong 
upcoming rise.

That’s where per-
sonal strategy comes in. 
if you’re uncomfortable, 
then stay out. If you’d 
like to participate, then 
go ahead but don’t put 
a large part of your in-
vestment funds into the 

market. If you’re okay with maybe 
selling in less than a year, then put 
in what you feel comfortable with.

Currently, by breaking above 
the April highs, the market has no 
further resistance until it reaches 
its record highs (see the S&P500 
on Chart 4A). Plus, the S&P’s 
leading indicator still has room to 
rise further before it’s overbought, 
which means stocks will continue 
to move up.

Now, it’s a different story if you’re 
a foreign investor. In terms of the 
euro, the S&P isn’t a very attractive 
investment (B). Nevertheless, here 
too U.S. stocks are poised to rise 
further, at least in a good rebound 
rise. 
GOLD IS BETTER INVESTMENT

The ultimate bottom line, howev-
er, is the really big picture when you 
compare the stock market to gold. 

Gold has been much stronger 
than stocks since 2000.  The cur-
rent bull market rise in stocks has 
been in force since last year and like 
we’ve been saying, it has further to 
run. The charts look good and sea-
sonally, we are entering a six month 
period when stocks usually rise.

But since we expect gold to con-
tinue higher in the years ahead as 
its mega rise evolves, stocks prob-
ably won’t. At some point, we sus-
pect the rise will stall and it’s quite 
possible that the sideways action 

CHART 4 
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going with.
As you can see, the Dow Indus-

trials has been in a very long-term 
uptrend since 1974 (see Chart 3). It 
has had its ups and downs, especially 
since reaching a peak in 2000, after 
the tech boom mania. But for now, 
the major trend is up and there’s a 
chance the Dow could keep rising to 
retest the highs near 14000.

On a big picture basis, howev-

CHART 3 
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U.S. INTEREST RATES AND BONDS
Uncharted territory... rates bouncing up

CHART 5
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since 2000 could end up being a big 
top that precedes a huge stock mar-
ket decline. Time will tell. But this 
is a scenario that cannot be ruled 
out considering the big picture 
fundamentals, like the debt load 
and its repercussions in the years 

We also really like the Dow and 
Nasdaq instruments and they’ve 
been doing well, as have nearly all of 
the others. So stay with your stocks 
and buy new positions in the stron-
gest ones, which are always listed 
on page 12 at the top of the list.

tion, for instance, are two 
important effects.

In this case, however, 
the amounts involved 
are way beyond anything 
ever seen before. This 
is uncharted territory 
and that’s why countries 
like Germany, China and 
Brazil are criticizing the 
Fed’s actions. They know 
it’s over the top and at 
this point, no one really 
knows how the final out-
come will evolve.
YIELDS JUMPED UP

For this reason, the 30 year yield 
is rising strongly. It’s not only leading 
the way for other rates but it’s also 
a strong sign that the bond market 
sees inflation ahead (see Chart 5). 
As we’ve often mentioned, inflation is 
the bond market’s worst enemy.

This is also why the inflation ad-
justed bonds (TIPS) are in such big 
demand. In fact, the yield recently 
went negative for the first time since 
they’ve existed. In other words, bond 
investors were paying the govern-
ment to buy these bonds in an effort 
to protect themselves against future 
inflation.
CHINA SLOWLY CHANGING 
COURSE

Bond investors are nervous. 
And guess who owns the most U.S. 
bonds in the world? It’s China, 
which explains why their criticism 
over U.S. monetary policy has be-
come more frequent. And they’re 
taking action.

For the first time, China has 

CHART 6
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ahead. We’ll of course be keeping 
you posted.  For now, we do recom-
mend stocks. Investors have been 
pouring into the emerging markets 
and we’re in these markets via our 
BRIC, Mexico, Malaysia and Emerg-
ing Markets recommendations. 

The big news this month was the 
Fed’s decision. It drove long-term 
interest rates to a five month high 
and sparked reactions around the 
world.
THE FED’S QE2 PLANS

So what exactly did the Fed do? 
In a nutshell, they announced they’ll 
be buying $600 billion of Treasury 
bonds through June to help stimu-
late the economy. But many expect 
it’ll be more than this.

This comes on top of the $1.7 
trillion the Fed already used for 
previous stimulus. So it’s now a 
grand total of $2.3 trillion in less 
than two years.

The big concern is this… The U.S. 
finances its debt by selling Treasury 
bonds. So the Fed is now becoming 
one of the biggest buyers of U.S. 
debt. The Fed buys these bonds 
with money it basically creates. 
This is called monetizing the debt 
and it has many repercussions… a 
weaker U.S. dollar and higher infla-

invested more in hard 
assets this year than 
in U.S. bonds. They’re 
buying copper, iron 
and commodities in 
other countries. Rath-
er than focusing on 
the U.S., they’ve been 
diversifying into other 
currencies, countries 
and products, and it 
looks like this trend 
will continue over the 
long haul.

This tells us that 
the smart money is 

slowly moving toward the exits. The 
Fed says they’re going to keep in-
terest rates low. That’s fine but the 
Fed can’t control the massive bond 
market. It’s a free market and bond 
investors will do what they want.

If they feel the risk of holding 
bonds has grown, they’ll drive long-
term interest rates higher. Rates 
will have to rise in order to make 
bonds more appealing, which now 
appears to be taking place. 
RATES POISED TO RISE

As you can see on Chart 6, the 
30 year yield has been bottoming in 
recent months. This month it rose 
half of 1%, which is a big jump con-
sidering interest rates are so low.

We believe this is just the begin-
ning. The 10 year yield will follow 
and since its leading indicator is ris-
ing from an oversold area, this will 
likely happen sooner rather than 
later (see Chart 7). This strongly 
suggests that interest rates are 
bombed out. They’re at the lows 
and they have plenty of room to 
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CURRENCIES
Bearish U.S. dollar due for rebound 

rise further.
FED BOOST HELPS

The Fed’s stimulus will help 
the economy in the months ahead 
and that’s being reinforced by the 

CHART 7 
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markets. Not only are the world’s 
stock markets rising, but so is cop-
per, which is a global economic ba-
rometer. The same is true of other 
commodities, like lumber, known 
as a barometer for building and 
housing. 

Also interesting is that lumber 
and interest rates generally tend to 
move together (see Chart 8). And 
with lumber now moving up, this 
tells us that it’s just a matter of 
time until interest rates head even 
higher too.

How high could rates go? That’s 
the big question… But if the econ-
omy starts picking up steam as the 
markets are indicating, combined 
with the Fed’s inflationary monetary 
policies, they could go a lot higher.

The real test will be the 4.55% 
level on the 30 year yield. That’s 
the 80 month moving average and 
it has identified the mega interest 
rate trends going back to the 1930s.
The rate is still below this level but 
that’s the most important number 
to be watching.

For now, rates are poised to rise 
further and we advise keeping your 

interest rate related investments. 
Even though they’ve been down in 
recent months, they’ll keep recoup-
ing as interest rates rise. And if 
the 30 year yield eventually rises 
and stays above the 4.55% level 
it’ll mark a whole new inflationary 
ball game.

LUMBER
PRICE

CHART  8
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As you’d expect, the U.S. dollar 
fell further this month. It hit an all-
time record low against the Swiss 
franc and a 15 year low versus 
the Japanese yen. It was basically 
weak against just about all of the 
currencies.

Anticipation of Fed easing was 
the main reason why because 
everyone knows this will produce 
more dollars, further eroding the 
dollar’s value. It’s become a big 
worry, but this has been going on 
for years. Now, however, it’s just 
intensifying.
VIGILANTES WORKING

In the last quarter, for example, 
the dollar had its largest decline in 
eight years while the currencies rose 
(see Chart 9). As our good friend 

Chuck Butler notes… “The currency 
vigilantes are at work, punishing a 
government that chooses to print 
their currency and expose their 

economy to raging inflation.” And 
that’s the bottom line.

But as we’ve often pointed out, 
no market goes straight up or 

B

A

CHART 9
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straight down, and the U.S. dollar 
is not an exception.

It has fallen too far, too fast and 
it’s due for an upward rebound. So 
it may come as a surprise to many 
investors that the dollar’s likely 
headed higher in the weeks and 
maybe months ahead, despite all the 
negativity surrounding the dollar.

A picture is worth a thousand 
words and Chart 10 illustrates the 
story best. Here you’ll see the U.S. 
dollar index, along with its medium 
and long-term leading indicators 
since 2000.
FIRST THINGS FIRST...         
DOLLAR MEGA TREND DOWN

First, it’s very clear that the U.S. 
dollar is in a major downtrend and 
it has been for this entire decade. As 
older subscribers know, the dollar’s 

actually been in a mega bear market 
decline since the early 1970s when 
the U.S. went off the gold standard. 
This essentially eliminated the last 
bit of fiscal discipline, allowing mon-
ey creation at will. The end result 
has been a false prosperity, inflation 
and the dollar’s depreciation.

This process continues but it’s 
now become far more serious. The 
reason it’s making so many coun-
tries nervous is because they’re 
holding billions of dollars in their 
reserves, which is their savings and 
these savings are rapidly deteriorat-
ing, along with the dollar.
... DUE FOR A BREATHER RISE

Nevertheless, the dollar’s cur-
rently oversold, at least temporarily. 
This means it’s likely near a bottom 
and it’s poised to rise from these 
low levels. This is normal. When a 
market falls too fast, it’ll rebound. 
We suspect the news out of the Euro 
zone about Ireland being the latest 
debt problem member, which is 
reminiscent of Greece a few months 
ago, will probably be one of the 
reasons why.

It’ll make the dollar more at-
tractive, but that won’t change the 
major and mega trends.  They will 
remain down and the leading (long-
term) indicator reinforces this.

Note that it has plenty of room 
to fall further before it reaches a 
major low area, which coincide with 

more significant lows in the dollar. 
In other words, following the up-
coming rebound rise, the dollar will 
continue on its downward path.

This in turn will likely tie in with 
the dollar’s growing unattractive-
ness. Most central banks are diversi-
fying by adding more euros and gold 
to their reserves. Many countries are 
also avoiding the dollar by making 
deals among themselves.

China, for example, is trading 
with most Asian countries us-
ing their own currencies. They’re 
doing the same with Argentina, 
Brazil, Turkey and others. This is 
gradually eroding the dollar’s global 
status and several experts believe 
it’s just a matter of time until the 
Chinese currency becomes part of 
the world’s reserve currency.
EUROPE: Back to the hot seat

We’ll see what happens. In the 
meantime, it looks like the atten-
tion will be shifting to Europe pretty 
soon. The euro seems to be strug-
gling and it’s temporarily too high 
(see Chart 11). This tells us it’s 
headed lower and as it declines, the 
U.S. dollar will temporarily rise.

But what about the other curren-
cies? Normally, they generally rise 
or fall together against the dollar. 
So if the euro is headed lower, the 

3 FAN LINES 
ARE A BEARISH SIGN
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METALS, NATURAL RESOURCES & ENERGY
And they’re off... What a move!
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other currencies will also respond to 
the downward pressure, some more 
than others.  

The commodity currencies, how-
ever, have been in a league of their 
own. With commodities and metals 
prices soaring, they’ve been outper-
forming the others. But here too, 
they’re overbought and due for a rest. 
As you’ll see next, the same is true of 
metals and commodities prices and 

as they take a breather, so will the 
commodity currencies like the Aus-
tralian dollar (see Chart 12).

Australia, however, just raised 
its interest rates again. The Aussie 
dollar has a huge advantage com-
pared to other currencies but it’s 
largely affected by metals price. It’ll 
come back, however, as metals and 
commodities surge higher.

If you’re looking out to the long-

term we recommend keeping your 
currencies, but wait to buy new posi-
tions. Personally, we’ve moved back 
into U.S. dollars, but that doesn’t 
mean you should unless you’re trad-
ing for the months ahead.

Most important, the dollar will 
eventually keep declining. As it 
does, the currencies will rise. That’s 
the most important factor to keep 
in mind.

Silver is skyrocketing 
far above the maddening 
crowd. It’s up 65% in just 
over three months and it’s 
clearly been the best as-
set this decade. Gold is in 
full gear too as it storms 
ahead to $1400, barely 
looking back over the last 
two years. It’s practically 
doubled since the heat of 
the financial crisis (see 
Chart 13).

This universe is hot, pal-
ladium is off the charts, gold and 
silver shares are at, or near record 
highs, copper too, while agri-
culture is also soaring… You 
name it, if it’s tangible, if it 
can be worn, eaten, used to 
build or held as a safe ha-
ven… it’s probably rising.

We have been talking 
about this rise for years. 
Since the early 2000s we’ve 
believed a major shift was 
starting and as the years 
went by, the ongoing rise in 
gold, precious metals and 
resources reinforced this 
new era. 

And now with gold and 
silver soaring in their tenth 
year of a bull market, the 
world is finally taking notice. 
It’s about time, considering 
it’s been the longest winning 
streak since the 1920s.

Many didn’t even know 
the rise was happening 
but with this eye opener, 
they now feel a bubble is 
here simply because bub-

bles have been more com-
monplace over the last 
15 years. From the tech 
bubble, to the real estate 
bubble, to the debt bubble, 
to the bond bubble, it’s be-
come easy to call a rising 
market a bubble. 

We clearly believe that 
gold and silver are far 
from being in a bubble. 
They are slowly reclaiming 
their place in the monetary 
system after being totally 

absent for many decades.
This takes time. Gold is money 

and it’s the ulti-
mate currency. 
Demand is also 
strong as central 
banks and in-
vestors continue 
to buy gold, sil-
ver and hard as-
sets.

T h e  w e a k 
dollar and the 
Fed ’ s  eas ing 
announcement 
gave the metals 
an extra push, 
as you can see on Chart 14. 

Whether in U.S. dollars 
or in euros, silver is soar-
ing… that is, it’s rising 
versus everything. This 
chart clearly shows the 
back seat the currencies 
have taken when it comes 
to protecting wealth. 

Gold and silver have 
moved up in the rank-
ing and they’ll stay there 
until uncertainty and the 
world’s debt problems are 
resolved. The value of the 
whole monetary system 
is under question and 
until this very issue is 
resolved, gold and silver 
will prevail. 

Robert Zoellick, the 
World Bank President 
and former U.S Treasury 
official, in a bold state-
ment, said a new system 
is needed using a basket 
of currencies and gold as 
a reserve. This was an in-
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with strong demand co-
inciding with uncer-
tainty and monetary 
vulnerability, which in 
turn causes even more 
demand buying. 

“Don’t fight the Fed” 
has been the slogan. 
And it’s even more true 
today. The Fed is throw-
ing billions out.... what-
ever it takes.
OUR PERSONAL FEELING

We are very happy for our sub-
scribers who have great profits 
building. We have been recommend-
ing holding a high position in gold 
and silver since 2002. This hasn’t 
been easy we know because many 
times you’ve ridden through volatile 
ups and downs. But we congratu-
late those of you who have stayed 
the course.

We also understand the concern 
of newcomers who constantly ask, 
“Is it too late to buy now?” The 
answer is no, it’s not too late to 
buy. But at $1400 gold and almost 
$30 silver, it’s likely soon time for 
a downward correction. The ma-
jor bull market, however, is most 
powerful and it has much further 
to go. So...

We recommend buying gradu-

ally over the com-
ing months. This is 
the best strategy in a 
strong bull market, 
just buy. This has been 
our recommendation 
since July... to buy 
gradually and don’t 
wait for a correction. 
But when possible, it’s 
ideal to buy at the end 
of weakness. This is 

what we’ve been trying to do over 
the last 10 years by identifying 
intermediate low areas in order to 
buy at the best price.

It’s all relative in the end. You 
may remember when India bought 
tons of gold a year ago near $1000. 
The world was surprised they paid 
such a high price, but now we’d be 
lucky to buy at $1000. 

On this basis, buying gold at 
$1400 will end up being a good 
price when gold nears $1800 or 
$2000, or more. Likewise for sil-
ver... It was a fair price at $19 just 
last Summer, whereas, that’s a su-
per bargain price today. The point 
is don’t get left behind, buy gradu-
ally and hold for several years until 
the full bull market matures.

On the other hand, if you have 
great profits built up, we’d take 
some profits now, or use a stop 

to sell some if the price closes 
below the stop level. As Harry 
Schultz says, don’t be greedy, 
be grateful.  Sell what makes 
you feel good… half, a fourth… 
you pick. Or you may choose 
to ride the bull completely, 
through all the highs and lows. 
This is a great strategy too. It’s 
important to know yourself… 
that is the key.
Fashion following

It’s not a coincidence that 
gold and lots of glitter is cur-
rently in fashion. Cars have 
been on this trend for years 
with silver cars being the color 
of choice. Black (oil) and gold 
(bronze) are in second place 
but these colors have stayed 
the course.

This is not unusual when 
you see the marked strength 
in gold (or silver) compared to 
stocks and bonds (see Chart 
15As). And most interesting are 

credible breakthrough that acknowl-
edged using gold as an alternative 
monetary asset. This is something 
we’ve been talking about for years 
and ultimately, this direction seems 
to be the wave of the future. 

As our dear friend Harry Schultz 
commented several years ago, 
“gold will force a system change 
when gold hits $1650, but it 
might need $2000 to bring a 
change.” Wise words… but it 
could take a much higher gold 
price than that to finally see 
change.

There really is no reason 
for gold and silver to end their 
bull markets, other than taking 
a breather from their surge. The 
mega-major trends are up, the 
stronger second phase of the 
bull markets began over a year 
ago and the upside for the com-
ing years is wide open. The best 
is still to come. These markets 
are looking more powerful even 
after all these years.

We are in an extremely 
unique and dangerous circum-
stance where the normal is 
abnormal. Under this umbrella, 
it’s not unusual to see gold and 
silver, and the commodity sec-
tor thrive. It’s the perfect storm 
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than 13.30% in the last two years, 
while rising 100% since November 
2008. Silver has been much better, 
rising well over 200% in the same 
two years, and its worst decline since 

then was 23.2% earlier this year in 
February.

These corrections are small, es-
pecially when you see that gold and 
silver have gained 26% and 65%, 
respectively, this year. 

Take a look at Chart 17 showing 
gold and silver together since 2000, 
indexed to 100. Note that silver tends 
to lag, but once it takes off it soars 
and surpasses gold. This has hap-
pened again since September. To 
date, silver is up 619% since the 
bull market began, while gold is 
up 450%.

Plus, this recent month’s surge 
has also pushed silver up to the top 
of its crisp channel (see Chart 18A), 
as well as pushing it into an over-
bought area (see Chart 18B). All this 
tells us, silver is clearly due for a rest. 
So keep an eye on $25 as silver will 
remain exceptionally strong above 
this level. If silver declines similarly 
to last February’s correction, we 
could see $22 silver, but even at 
this level silver’s intermediate trend 
would remain super solid. In a worst 
case, silver could test $18.50, yet the 
major trend would remain up. Take 
advantage and buy gradually during 
any weakness.

It’s interesting to reflect on sil-
ver’s 1980 peak area. The $49-$50 
level was very quick.  If it hadn’t 
been for the Hunt brothers corner-
ing the silver market at the time, 
silver wouldn’t have jumped so high. 
The “comfortable top” was more like 
$30 as silver was above this level for 
about two months. We can therefore 
say, silver hasn’t been near $30 for 
much time in history.

We have often said that when 
gold and copper rise together, as 
they’ve been doing in recent months, 
silver tends to soar. This is because 
silver is a precious metal and it’s 

the leading indicators on both ratios 
(Bs), as they both favor a stronger 
gold price compared to stocks and 
bonds in the upcoming months and 
years.
GOLD & INTEREST RATES

Perhaps the story lies with the 30 
year yield. Low interest rates have 
been good for gold (and stocks) be-
cause it takes away the advantage of 
holding currencies. Since gold does 
not pay interest, so the theory goes, 
the competition is removed. Nega-
tive interest rates are the best envi-
ronment for a strong gold price.

That wasn’t always the case. 
Chart 16 shows you the gold price 
and the 30 year yield since 1967. 
Gold and interest rates used to 
clearly move together during the 30+ 
years leading up to 2000. They rose 
together in the 1970s as the dollar 
fell. Then they fell together in the 20 
years from 1980-2000.

This all changed in 2000 when 
they began moving in opposite direc-
tions. The start of the new century 
coincided with a change in market 
relationships. When interest rates 
rise with gold, it’s saying that higher 
rates are not enough to stabilize or 
strengthen the dollar. This could 
happen going forward. Last time 
around, inflation was the culprit. 
This time could be similar consider-
ing the new round of QE2.

For now, with long-rates starting 
to rise, it’s to be seen if a mega trend 
change to the upside occurs. Rising 
rates in the short-term could help 
the dollar for now and it could pres-
sure gold into a normal downward 
correction. We’ll see.
WHAT IS NORMAL?

This is a good question consider-
ing that gold hasn’t declined more 
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an industrial metal. So when both 
are strong, silver responds to both. 
We recommend buying and keep-
ing both gold and silver, which is a 
good balance.

Many believe that silver is set to 
climb further next year, possibly 
over 20% on demand for wealth 
protection and industrial usage. 
This also implies that the global 
economy will continue to grow 
along while uncertainty. Another 
advantage for silver is its afford-
ability for the average person, 
especially compared to gold which 
has become expensive.

Gold coins are in high demand 
nonetheless and while many fear a 
buying panic has been on, we believe 
it’s just the stronger phase of the 
bull market flexing its muscles.
GOLD TIMING: Time for a rest

Gold is still far from a mania 
stage, in spite of its 62% rise since 
April 2009. This is when the rise 
we call a C rise began. Chart 19A 
shows you this amazing upmove. 

Our older subscribers know the 
importance of C rises in a bull mar-
ket. These are the strongest inter-
mediate rises when gold reaches a 
new bull market high. The current 
C rise has clearly completed its task 
by lasting longer and gaining more 
than the best one in 2006 when gold 
gained 58%.

This rise has also been unique 
because it moved gold into a stron-
ger phase of the bull market. For 
as strong as gold has been, its 
indicators (B and C on Chart 19) 
don’t reflect a super overbought 
market, like silver does. Granted, 
they are near the high areas, but 

you’d think they’d be in super high 
ground.

Let’s keep an eye on the price 
action because most commodities 
are overbought for now. Watch 
$1325, as gold will remain super 
strong above this level. Below this 
level would mean a correction is 
starting. If gold declines similarly 
to last February, we could see the 
mid-$1200 level tested.

When any market is super strong 
like the metals are today, it’s im-
portant to know where the major 
uptrend is. It was last tested in April 
2009, and if this rising 65-week mov-
ing average is tested again during 
a correction, we could see gold dip 
below $1200. If this happens, just 
buy with both hands. 
Commodities are bubbling

Palladium is also on a tear, but so 
are most commodities… be it met-
als, energy, agriculture or resources 
(see Chart 20 as an example). It’s no 
surprise to see the CRB commodity 
index at new record highs. Chart 
21 shows this super strength well. 
It’s a growing mega upmove that 
will surely push up the prices of our 
basic goods, clothing and shelter in 
the years ahead.

Let’s take copper and gold 

shares… Chart 22 shows their 
similarities, as both are touching 
record highs. The Fed’s stimulus 
program gave the extra push to 
most commodities. We’re also see-
ing a 13 year high in coffee, 15 year 
high in cotton, tin at a record… and 
the list goes on.

Demand and more demand is 
driving prices higher… It not just 
the weak dollar, when you consider 
the strong demand out of China 
causing a record quarter for iron ore 
output at Rio Tinto. Plus, Australia 
is undergoing the biggest mining 
expansion in over 150 years. Aus-
tralia is already one of the largest 
resource exporting countries in the 
world, and we don’t think it will be 
hard for them to raise capital for 
this venture.

Crude oil has been a laggard of 
late while natural gas has stayed 
down all along. With uranium now 
on the rise and crude touching a 
two year high this week, it’s ready 
to follow the upward path.

Chart 23A shows the solid posi-
tion oil has formed. And interest-
ingly, you can see on B that the oil to 
gold ratio is near the low levels that 
tend to eventually precede big rises 
in oil. This is saying that higher oil 
prices next year are highly likely.

We continue to recommend 
holding your resource and energy 
shares. 
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OVERALL   PORTFOLIO  RECOMMENDATION 
    It’s been another very exciting month.  Gold and silver soared, and so did 
stocks and commodities.  The Fed’s decision to keep money flowing triggered the 
action.  We recommend holding your positions. But since some of the markets 
have risen far and fast, traders may soon want to take some profits. 

PRECIOUS  METALS, ENERGY, RESOURCE  RECOMMENDATION
The precious metals and resource sectors continued to soar this month with 

silver being the shooting star, palladium too.  Silver has shot up 65% since late 
July, while gold has now reached its best and largest C rise in this 10 year old bull 
market.  It’s up 62% since April 2009.  The bull market and stronger phase is in full 
swing and we continue to recommend riding the bull market completely to maturity.  
Once a bull market is clearly strong it’s hard to wait for the ideal moments to get in 
at a great price.  

Our recommendation is to buy new positions gradually over the coming months.  
A downward correction is likely upcoming and if and when it does, it’ll provide a good 
re-entry point.  But don’t wait for it, just buy gradually and if the opportunity presents, 
buy with both hands.  It’s all relative in a strong bull market.  The $1160 level was 
the low in July and now it’s the major support level.

If you have great profits built up, sell to the level that makes you feel good... half, 
fourth... you pick.  It’s important to know yourself, that is the key.

Once a downward correction gets underway, we have our eye on other new 
positions as well like SGOL, GDX, GDXJ, and UNWPX.
U.S. AND GLOBAL STOCK  MARKET  RECOMMENDATION
    Stocks surged, hitting a two year high and they’re headed higher.  The same 
goes for the global stock markets.  The major trends are up, so stay with your 
stocks.  Buy new positions in the strongest ones at the top of the list, as well as 
DIA and QQQQ.
CURRENCIES  RECOMMENDATION
   The U.S. dollar fell further this month.  But it’s fallen far and fast, and it’s due for 
an upward rebound as the currencies temporarily decline.  The mega trend for the 
dollar, however, is clearly down, so long-term investors should continue to hold their 
currencies, but wait to buy new positions.  For traders, it’s okay to sell and move 
into U.S. dollars for the time being or buy the U.S. dollar bullish ETF (UUP).
INTEREST  RATE  &  BOND  RECOMMENDATION
    The Fed took inflationary action and so did the 30 year yield.  It rose strongly, 
hitting a five month high.  It’s leading the way for other rates and they’re all poised 
to head higher.  That is, bond prices are going lower.  Continue to hold your 
interest rate related investments.  They’ll continue to recoup as interest rates 
rise, but don’t buy new positions.  Depending on what happens, we’ll either sell 
during this rebound or ride the eventual upwave.  We’ll keep you posted. 

PROTECTIVE STOPS ON OVERBOUGHT POSITIONS
    Several of our positions have soared producing great profits.  Some of these 
markets are now overbought, so you may want to take some profits and sell if 
the closing price declines below the following levels... Long-term investors should 
continue to hold even if these levels are broken.

OUR OPEN POSITIONS 
GOLD & SILVER ETFs  AND SHARES

iShares Silver Trust SLV-AMEX 
Silver Wheaton  SLW-NYSE 
New Gold NGD-AMEX 
Physical Palladium  PALL-NYSEArca 
Central Fd of Can CEF-AMEX 
SPDR Gold Shares GLD-NYSE 
iShares Comex Gold IAU-AMEX 
Stillwater Mining  SWC-Nasdaq
Central Gold Trust GTU-NYSE 
Physical Platinum  PPLT-NYSEArca 

RESOURCE & ENERGY SHARES
Freeport McMoran FCX-NYSE 
RioTinto  RIO-NYSE 
BHP Billiton BHP-NYSE 
Peabody Energy  BTU-NYSE 
iShares Tr Glbl En IXC-NYSEArca 
Suncor Energy SU-NYSE
US Oil Fund  USO-Nasdaq
Arcelor Mittal New  MT-NYSE 
US Steel  X-NYSE 
 

U.S. & GLOBAL STOCKS
iShares Malaysia  EWM-NYSEArca
Nasdaq ETF  QQQQ-Nasdaq
iShares S&P Glbl Tech  IXN-NYSEArca
SPDR Consumer Dis  XLY-NYSEArca 
Templeton Emg Mkts  EMF-NYSE
Dow Diamonds DIA-NYSEArca
iShares Mexico  EWW-NYSEArca 
Prshrs Dynamic Soft  PSJ-NYSEArca
PowerShrs Finan  PFI-NYSEArca
iShares S&P Tech  IGM-NYSEArca
PowerShrs Leisure  PEJ-NYSEArca
SPDR S&P Bio  XBI-NYSEArca 
iShares BRIC  BKF-NYSEArca
Japan Small Cap  JOF-NYSE
 
    CURRENCY  ETFs  &  FUNDS
Australian Dl Tr  FXA-NYSE
Franklin Temp Hard ICPHX-NSDQ 
Merk HD Cur Inv MERKX-NSDQ 
Swiss Franc FXF-NSDQ
Canadian DL Tr FXC-NYSE 
Euro FXE-NSDQ

INTEREST RATES
Profunds Rising Rates  RRPIX-NYSE 
Proshrs Ultra Short20+ TBT-NYSEArcaNote:   All of the shares, funds and ETFs  are listed in order of strength in each section. 

Keep the ones you have on the list. The gold and silver ETFs are listed in bold. 

10% Cash: 
Aust & Can $ 
or currency funds, 
euro & SF

40%  
Precious Metals 

Gold & silver physical & ETFs;  
pall & plat ETFs  & gold shares 

20%  Resource 
& Energy stocks

25%  U.S. & 
global stocks 
or ETFs

5%  Interest 
Rate Related

   Silver Wheaton (SLW) stop at 28
 New Gold (NGD)  stop at  7
Stillwater (SWC)  stop at 17
iShares Silver (SLV)  stop at 23
Central Fd Can (CEF)  stop at 17

iShares Gold (IAU) stop at 13
SPDR Gold Shr (GLD) stop at 130 
Physical Pall (PALL)  stop at  60
Central Gold (GTU)  stop at  50
Physical Plat (PPLT) stop at 165


