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HAPPY HOLIDAYS
We want to wish you all a very Merry Christmas.  
Thank you for being a subscriber.  We appreciate it, 
and send you all our best wishes for the New Year 
ahead.  Blessings and warm regards,
    Mary Anne, Pamela and 

  All of us at Aden Research

As we end 2017, the stock market continues to take 
center stage.

Many investors can’t believe it. They keep thinking 
the stock bubble is going to burst, but it doesn’t. In-
stead, the market just keeps on going.

As we’ve often pointed out, our technical indicators 
have been telling us month after month that this bull 
market in stocks has room to rise further.

One important reason why is low interest rates. 
They’ve been the main fuel driving stocks higher, but 
there’s a lot more...
A STRONG GLOBAL ECONOMY

Very important is the strength in the U.S. and the 
economies of the different countries.  They’re gaining 
momentum, and their growth is set to continue in the 
months ahead. This in turn is good for businesses and 
consumers, and it’s great for the stock market.

Our friend and colleague at dowtheoryletters.com, 
Matt Kerkhoff, recently wrote an excellent article on 
how good things are around the world. We like his 
explanation, and we want to pass along some of the 
highlights because we feel it helps put things into 
perspective.

As you probably know, U.S. growth hit a three year 
high of 3.3% in the third quarter. That was the second 
consecutive quarter of 3% since 2014.

But Matt goes further when taking a hard look at 
the index of Lead-
ing Economic In-
dicators (LEI; see 
Chart 1). 

Not only is it 
hitting a new high 
but this latest rise 
has been one of 
the strongest in 
recent history.

He notes that 
when the indica-

tors are all moving up in harmony, it’s a sign of real 
growth on the horizon. 

And since the LEI has a solid track record of identi-
fying turning points in the economy before they occur, 
it’s telling us that a recession in the next 6-12 months 
is extremely unlikely.
RISING LEI & MANUFACTURING... GLOBALLY

In fact, leading economic indicators across the globe 
are almost all pointing up (see Chart 2). So here too, 
conditions are getting better. 

And when the outlook for most of the world is so 
positive, it doesn’t get much better for stocks because 
stocks will usually follow global economic growth over 
the long run.

Plus, reviewing the growth numbers for 49 coun-
tries, they’re all looking good (except Saudi Arabia and 
Venezuela). 

Germany, for instance, is strong and Japan’s economy 
has grown for seven consecutive quarters. So we’re truly 
looking at a super positive global economic picture.

Global manufacturing is also at a multi-year high. 
And in the U.S., the numbers continue to surprise on 
the upside.

For example, industrial production is growing at its 
fastest pace since 2014.  Home prices, home sales and 
housing starts are up.  Consumers are also spending 
and confidence is at a 17 year high. 

Businesses are investing and earnings are up too.  
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And all this bodes well for the stock market, now and 
in 2018.
THE DEBT DRAG: Should we worry?

Okay, but what about the debt? It’s still lurking in 
the background and it’s getting worse.  Doesn’t that 
bother you?

It sure does... As you know, the debt load has been 
an ongoing problem for many, many years (see Chart 
3). It’s the main reason why several experts have been 
calling for a crash and/or an economic implosion.

But it hasn’t happened... 
For a while, the debt drag was indeed adding to 

deflationary pressures. This was just a few years ago, 
but then it moved to the back burner and the economy 
began to pick up steam.

Now, this doesn’t mean the debt situation has been 
solved. It hasn’t. Many are now saying the new tax 
plan will add to the deficits, ballooning the debt even 
further. 

So the day will come when debt will again take center 
stage and become the problem that needs to be dealt 
with. But as we’ve seen so many times before, problems 
can be shipped downstream.

We’ve also seen that things in general often drag on 
far longer than you’d expect, and debt has certainly 
been one of them.
GO WITH THE MAJOR 
TREND

This brings up anoth-
er important point...

Many times what we 
think is, isn’t what is. 
Let’s use debt as the 
example.

Say you feel strongly 
that debt (or whatever 
else bothers you) is very 
dangerous and it’s going 

to trigger a big crisis. This 
creates fear or nervousness 
and it keeps you out of the 
market and on the sidelines.

The end result is you miss 
out on good opportunities 
because of your personal 
feelings, which may be well 
grounded. But what you 
think and what is reality are 
often two different things. 

As we’ve often noted, you 
have to go with what is. That 
is, the price action, which 
includes everything everyone 
knows about any particular 
market.
MARKETS LEAD

This means we have to 
keep our egos under wraps 
and stay flexible. It’s also important to remember that 
the markets lead. The rises of today, for instance, aren’t 
necessarily reflecting what’s happening today.

Instead, the markets are looking ahead and they’re 
reflecting on what’s coming downstream,  in the months 
ahead.  

For example, earlier this year no one could under-
stand why the stock market kept hitting new record 
highs. The stock market was overvalued (and it still is), 
so very few expected it would keep rising all year.

But it did. And now we see the main reasons why 
have been low interest rates and a booming world 
economy. This has overpowered other concerns, in-
cluding the debt. 

These things happen often, and they’ll continue to 
happen going forward... In a nutshell, just remember 
things sometimes don’t make sense, but they will 
in time.
INFLATION PICKING UP

Along these lines, we see inflation is starting to perk 
up (see Chart 4). And with the global economy gaining 
momentum we could see inflation move up further. 
This would make sense because global growth is pick-

ing up momentum, and 
it would affect many of 
the markets.

But if it doesn’t, then 
we accept what is and, 
again, the price action 
will keep us on the right 
track.

So stay tuned. It’s 
going to be an interest-
ing 2018 and we look 
forward to sharing it 
with you.
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CHART 1

The Conference Board 
Coincident Economic Index (LEI) 

for the United States

Latest LEI Trough March 2009, Latest CEI Trough June 2009
Shaded areas represent recessions as determined by the NBER Business Cycle Dating Committee.
Source: The Conference Board
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u.S. & WORLD STOcK MaRKeTS  
a mega bull market rise

The stock market is still rocking and rolling. It keeps 
breaking one record after another. In fact, the stock 
market has risen every month this year in its longest 
streak of monthly gains in 22 years.
KEEP YOUR POSITIONS, BUT WHAT ABOUT NEW 
ONES?

There’s no question, this is a mega bull market. It’s 
been so strong, it’s barely had any type of a correction.

This has been frustrating for many investors who 
are waiting to buy on weakness... But weakness just 
doesn’t come, at least there hasn’t been a significant 
downward correction since 2015 (see the S&P500 on 
Chart 5).

So is it too late to buy? What to do?
As you know, we’ve been saying this bull market 

could keep on going in the months and probably years 
ahead. And there are several reasons for this...
THE THIRD PSYCHOLOGICAL PHASE 

First, our technical indicators continue to signal 
higher highs are likely in this bull market. That is, 
despite the ongoing rise, it’s not yet overbought.

Looking again at the S&P500 since 1978 on Chart 
5, you’ll see one example of what we mean...

The bull market is strong and solid. And based on 
technicals alone, there’s a possibility the S&P500 could 
keep rising up to the top of its trading channel, near 
the 4000-5000 level.

It’s now also very important to note, this bull market 
has clearly entered into its third psychological phase. 
This is when the public pours into the market and buy-
ing can easily turn to hysteria and madness. 

As the late, great Richard Russell often pointed out... 
“I’ve never seen a great bull 
market rise that didn’t end with 
a third speculative phase.” And 
that’s currently happening.

If so, this also tells us there’s 
a lot more upside potential left, 
in spite of the fact this bull mar-
ket is already about nine years 
old, which is on the long side.
IN LINE WITH PRIOR BULLS

But to illustrate, we wanted 
to again show you this bull 
market compared to the big bull 
markets of the past because the 
similarities have so far been 
right on (see Chart 6).

If this continues, which so 

far we believe it will, then this “melt up” could last for 
a couple more years. But we could see some steep cor-
rections along the way, like we saw in the late 1990s as 
Nasdaq powered up to its high in early 2000.

So to go back to the initial question, no it’s not too 
late to buy stocks. Ideally, you’d want to buy during a 
downward correction in order to obtain a better price... 
Eventually, there’s going to be one, but we don’t know 
when.

That being the case, if you want to buy new posi-
tions, or add to the stocks you already have, we’d aver-
age in by buying some now, some next month and so 
on for a few months. Hopefully, you’ll then be able to 
average in at a better price, as opposed to just jumping 
in all at once at these higher levels.
THE MARKET TELLS US ALL SYSTEMS ARE GO!

Even though stocks are over-
valued, we have to go with what 
the market is telling us and it’s 
saying all systems are still go.

That goes for our own lead-
ing indicators, good earnings, 
the price action, the robust 
global economy, the fact that 
December has ended up with 
gains in 65 out of the last 
89 years, or 73% of the time, 
and positive sentiment about 
Trump’s business and tax 
plans. And there’s more...

The U.S. stock indexes keep 
hitting new highs (see Chart 7). 
This tends to feed on itself and 
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CHART 9
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it’s a very bullish sign. 
So even though there’s been a lot of talk 

about the lagging tech stocks, this chart tells 
us there’s not much to worry about.

The same is true of the Dow Transportations 
(see Chart 8). You’ll remember they were lag-
ging, which raised concern if the Transports 
might be leading the way down for the other 
stock indexes.

We were a bit concerned too. Unfortunately, 
we were stopped out of the Transportations ETF 
(IYT) and then it went surging higher. 

So even though our sale was profitable, it’s 
a shame we were stopped out... But this pro-
vides a great example of why we’re sometimes 
leery to put stops on our positions.

Yes, stops do protect profits, but they can 
also whip-
saw you out of 
a good position. 
And that’s basi-
cally the price 
you pay for hav-
ing stops.

For now, the 
Transportations 
are closing the 
gap with the Dow 
Industrials and 
they ’ r e  aga in 
moving in tan-
dem, which is yet 
another bullish 
sign.

A BULLISH WORLD
Also very bullish 

is that many of the 
global stock markets 
are at or near new 
record highs (see 
Chart 9). The World 
index, for instance, 
is most impressive 
as it continues to 
soar further into re-
cord high territory.

In another inter-
esting development, 
China is indirectly 
enticing its citizens to 
go into stocks rather 
than real estate. 

This is still in the initial stages but if Morgan Stanley 
is right, they expect $1.7 trillion will go into Chinese 
stocks by 2019. 

If this proves to be even partially true, it could pro-
vide a huge foundation, boosting or influencing all of 
the world stock markets in the years ahead.
BULL MARKET IN DRIVER’S SEAT

For now, the bull continues, the signs are bright 
and we’ll stay with it for as long as it lasts.

So, keep the stocks you have but sell if one of your 
stocks closes below the trailing stop levels listed on 
page 12.

For new positions, we’d buy small positions in Dow 
Industrials (DIA), S&P500 (RSP), Microsoft (MSFT) and 
S&P Global (IOO).
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The move!
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u.S. INTeReST RaTeS aND BONDS
Short rates rising more than long rates

Like always, everyone is watching in-
terest rates. It’s all the talk and a topic of 
great interest.

Will the Fed raise interest rates at their 
current meeting, or won’t they? Why is this 
so important?
ONE MORE FOR GOOD MEASURE?

Many feel that further interest rate 
hikes could squelch the robust economy. 
As our dear colleague Chuck Butler noted, 
you don’t say you want to see inflation, and 
then hike interest rates and unwind your 
balance sheet of bonds, which tightens 
monetary policy and would, therefore, slow 
the economy. 

And market legend Ray Dalio pointed out there’s a 
significant amount of risk in the bond market, envi-
sioning a growing risk to stability as the U.S. moves 
toward a bigger deficit. (Remember, bond prices decline 
as interest rates rise.)

He also said that tightenings become more concern-
ing because as you move along they’re more difficult to 
get perfect. This in turn increases market risk.

So far, the Fed has raised interest rates four times 
since it started this round of interest rate hikes in 
December, 2015. And with inflation still relatively low, 
another hike at this point doesn’t seem necessary.

Nevertheless, it looks like the Fed will go ahead and 
raise interest rates anyway. Why?
FED POLICY: Similar

First, it’s widely believed the new Federal Reserve 
chief, Jerome Powell, will continue with Janet Yel-
len’s approach. That is, slow and gradual interest rate 
rises.

But depending on what happens with inflation, the 
Fed will react accordingly.

Currently, for instance, 
world inflation appears to 
be bottoming, indicating it’s 
probably going to go higher 
(see Chart 10). And in fact, 
U.S. consumer prices re-
cently rose at the fastest 
pace in six months.

If this continues, inter-
est rates will keep rising in 
2018. 

But if inflation stays low 
and/or just chugs along, 
then the Fed will likely take 
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10 YEAR YIELDS

TRYING TO TURN AROUND
3 MONTH INTEREST RATES

100 = JAN 2016

a wait-and-see approach and hold 
interest rates steady.

But opinions aside, the markets 
themselves are telling the story...
SHORTER END OF CURVE: Upside

As you can see, the 2 year interest 
rate has been surging, hitting a new 
decade high (see Chart 11). 

And since short-term interest rates 
usually lead long-term rates, this is a 
sign that all interest rates will prob-
ably be rising further in the weeks and 
months ahead.

This is also being reinforced by the 
global markets...

With world inflation poised to head higher (at least 
it seems that way), most of the global interest rates are 
starting to perk up too (see Chart 12). And the rates 
that haven’t yet turned around have stopped falling.

This is a big deal because as we mentioned last 
month, interest rates have been on a steep, downhill 
slope for many years. And they’ve been near zero for 
a long time too, at the lowest levels in thousands of 
years.

RISING RATES: Good for ecomomy
So the fact that interest rates are turning around, 

even if ever so slightly, is a good sign for the global 
economy. 

It means that central bankers have enough confi-
dence in the global economy to at least start inching 
rates a bit higher.

The stock market, however, doesn’t like rising in-
terest rates.  But the current situation is somewhat 
unique.

As we’ve mentioned many times before, since inter-
est rates did fall to at or near zero, rates are still at 
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cuRReNcIeS
2017: Worst u.S. dollar decline in past decade

very low levels, despite 
their recent rises. In 
other words, they could 
rise a lot further before 
they’ll spook the stock 
market. So they’re not 
a worry, at least not 
yet.
LONG RATES:             
Another story

Now the bond market 
is another story. 

Rising rates will keep 
downward pressure on 

bond prices and that’s why we don’t recommend 
bonds. 

This goes for the U.S. and global bonds, corporate 
and junk bonds.

Just steer clear, especially if the 30 year yield rises 
and stays above 3.06% (see Chart 13). If that happens, 
it would confirm a mega trend change, signaling that 
long-term interest rates are going much higher in the 
years ahead.

In the meantime, we’re also watching the 10 year 
yield (see Chart 14A). It too will signal higher rates 

ahead by ris-
ing and staying 
above 2.60%. 

And with its 
leading indica-
tor set to rise 
further (B), this 
may happen 
sooner rather 
than later.

One final 
note... mort-
gage rates will 
also follow this 
trend. 

So if you’ve 
been wanting 
to ref inance 
your mortgage 
to take advan-
tage of low in-
terest rates, it 
would be good 
to do this now. 
Don’t wait any 
longer.

 CHART 13
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MEGA TREND DOWN

The U.S. dollar has been biding 
its time. It hasn’t really gone up or 
down lately.
BEAR MARKET BOUNCE?

Instead, the dollar seems to be 
taking everything in, trying to decide 
which route it’s going to take next.

Meanwhile, the U.S. dollar index 
is still bearish, the primary trend is 
down and it has been all year. In fact, 
this has been the worse year for the 
dollar in the last decade. 

But the dollar dropped too far, 
too fast and it’s been rebounding 
since September, which is normal 
(see Chart 15A). And there’s a good 
chance the dollar could bounce up 
further before it resumes its decline. 
But since the leading indicator is es-
sentially neutral, it could go either 
way in the weeks ahead (B).

If the dollar index bounces up, 
however, it’ll still remain bearish even 

if it rises to as high as 97.50.
A lot will depend on interest 

rates. If they rise gradually and the 
economy plods along, the dollar will 
likely stay weak and under down-
ward pressure. But if interest rates 
rise more forcefully, it could keep 
the dollar firm.

In either case, it’s interesting 
to take a look at the long-term big 
picture, showing the relationship 
between the U.S. dollar and inter-
est rates. And most important, what 
this relationship is currently telling 
us...
U.S. DOLLAR & INTEREST 
RATES:  Interesting relationship

The U.S. dollar and interest 
rates tend to move in the same 
major wave.  Since 1985, they’ve 
both moved together within a major 
downtrend (see Chart 16).

Within the major trend you can 
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 CHART 17
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U.S. DOLLAR & INTEREST RATES:
A correlation

see they also have an interesting relationship and 
pattern. Starting with the first half of the 1980s, the 
dollar soared when the 10 year yield was at double 
digits, above 10%. This immediately followed the 
collapse of the dollar in the 1970s when soaring in-
terest rates, gold and inflation were in the forefront 
(not shown). 
1985 - 2001

Once the dollar peaked in 1985, it then fell together 
with interest rates for 10 years.  The dollar fell about 
50% when the 10 year yield was cut in half, from 10% 
to 5%. The dot.com frenzy followed, which pulled the 
dollar up while the yield stabilized, essentially above 
5%. 

In other words, from 1985-2001, those 16 years saw 
yields steadily decline while the dollar fell, then rose.  

But most interesting is that the 2001 dollar peak 
was lower than the 1985 peak, thereby starting the 
mega downtrend, and the dollar then went on to fall 
further.
2001 - 2017

The dollar and the yield once again fell together, but 
this time for seven years.  

The 10 year yield fell clearly below 5%, while the 
dollar ended up reaching new lows in 2008. 

Gold and the resource sector had a great bull market 
during this time, and so did housing.

Gold and commodities continued their bull market 
until 2011, but the dollar started basing during that 
time.  The dollar ended up becoming a safe haven, es-
pecially after 2011, in spite of the yield falling further 
to historic lows.  And with these historic lows, the 
housing market stayed hot.

But starting this year in 2017, the dollar peaked and 
it’s been feeling the pressure since then. Once again 
the dollar peaked at a lower high than 2001, thereby 
reinforcing its mega downtrend, and once again it was 
16 years later (with a similar down and up dollar move-
ment) while the yield steadily declined.  

The dollar is now vulnerable and it’s poised to fall  
further. With the yield having trouble breaking out of 
its super low band for the last six years, it’s not help-
ing the dollar at all.  

And if this pattern repeats, as we suspect, then we 
could see the dollar fall steeply in the years ahead.
WHAT COULD DRIVE THE DOLLAR DOWN SO 
SHARPLY?

It could be any number of things... ongoing low in-
terest rates, the debt, political uncertainty or a crisis, a 
bursting bubble, countries turning away from the dollar 
and opting for other currencies, or a black swan event 
that comes popping up from out of nowhere.

At this point, we just don’t know... but if the dol-
lar does fall steeply, it would drive the gold price up 
sharply, along with the global currency markets... We’ll 
soon see how this unfolds.
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MeTaLS, NaTuRaL ReSOuRceS & eNeRGY
a two year old turnaround

MIXED CURRENCIES
In the meantime, the currencies are mixed. Most of 

them remain bullish, but they’ve all been correcting 
downward, some more than others (see Chart 17).

The euro, for instance, is still the strongest. Despite 
Angela Merkel’s uncertain political future, German 
Business Optimism hit a new record high and German 
companies are very confident, thanks to the stronger 
global economy.

This will continue to bode well for the euro and, 
despite the possibility of ongoing downward correc-

tions, it should also provide some support for the 
other currencies. That’s because they generally move 
together.

The Canadian and Australian dollars, for example, 
have been under more downward pressure, but they’re 
still bullish. And once the U.S dollar again heads lower, 
these currencies will resume their upmoves.

So continue to hold on to the euro (FXE), and the 
Canadian and Australian dollars (FXC and FXA). But 
we’d wait to buy new positions for the time being. Also, 
continue to keep a small position in U.S. dollars.

CHART 18Gold has finally been hit by 
the D decline.  It took a while but 
it caved in this week, reaching a 
4+ month low.  And even if it falls 
further this month to possibly its 
two year bull market uptrend, it’ll 
still be in a turnaround bottom.

Gold is lacking luster... no 
doubt about that.  But it hasn’t 
turned bearish.  And as long as it 
shows upward potential, we’ll ride 
through this weakness. 

Gold has been in the narrowest 
trading band in 12 years, which is 
a sharp contrast compared to the 
soaring stock market.  But as you 
can see on Chart 18, gold contin-
ues to form a 4½ year saucer bottom with a clear level 
to overcome at the $1380 key resistance level.

For now, gold is breaking below its mega 23 month 
moving average.  But it may not stay below this aver-
age for long. After rising above it for the first time in 
2016, gold’s had a few quick dips below it, and this 
time may be similar. 

GOLD IS A SAFE HAVEN
Political turmoil and 

overall global tensions 
have been keeping a 
floor under the gold 
price. 

In other words, gold 
is a safe haven. It has 
been treated as pure 
wealth for thousands of 
years. 

Gold is the ultimate 
economic independence, 
it’s the only item that 

can’t go bankrupt, and it’s ac-
cepted everywhere.

The currencies of the world 
are based on a promise to pay 
and it’s why they’re “fiat cur-
rencies.” 

The U.S.dollar was a tempo-
rary safe haven for a few years, 
and this will happen with other 
currencies at times. But when 
gold outperforms all of the cur-
rencies, you know the move is 
for real.

Gold in euros on Chart 19 
provides a good example show-
ing gold’s strength compared to 
the best currency today. Gold is 

in a four year uptrend in euro terms, and it’s been 
holding near it for several months now.

Bonds: Losing safe haven status
The bond market has been competing with gold as 

a safe haven for a few years, but it looks like this is in 
the past.

Note how closely gold 
and bonds have moved 
together since 2015.  
But this lockstep move 
changed with the Trump 
election.  

Bonds fell sharply, 
and much more than 
gold did, and the bond 
price has been chugging 
over the past year.

Bonds appear to be 
forming a major top while 
gold has strong support.  

 CHART 19
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Central banks bought less gold but still show little appetite to sell
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 CHART 23

SOURCE: Metals Focus;GFMS, Thomson Reuters, World Gold Council

BITCOIN DEBUT IN FUTURES MARKET
The Bitcoin mania started off with a bang on the 

CBOE, jumping up 20% at the start.  This was a mile-
stone for Bitcoin as far as legitimizing this cryptocur-
rency... But many are screaming bubble, and we can’t 
argue with that.
Matching bubble manias

Bitcoin is on a tear and its rise has been phenom-
enal.  It now matches the biggest bubble rises in history 
(see Chart 21).  

The tulip mania was the biggest during the Dutch 
golden years in the 17th century.  Bitcoin’s rise this year 
about matches the tulip bubble in 1636-37.  If Bitcoin 
keeps rising it’ll become the biggest bubble in nearly 
400 years!  It seems like insanity but many “investors” 
are borrowing money or taking out mortgages to buy 
Bitcoin.  Some wonder if Bitcoin will replace gold.   

These are all signs of a top and the futures market 
may be the last big hurrah for the surge in Bitcoin, 
for now.  We think this technology has a future but 
perhaps not exactly as it is today.

Bitcoin is 
a means to 
transfer mon-
ey, backed by 
technology. 
The current 
rise cannot 
be sustained, 
but it doesn’t 
mean th is 
technology 
can’t  grow 
into a main-
stream mon-
ey movement 
as time goes 
on.

As our old friend Doug Casey said, Bitcoin could 
be an introduction to understanding money for the 
millenniums and they could eventually use this block 
chain to buy gold.  

In fact, several of our millennium family members 
have asked us about Bitcoin as an investment in recent 
months... another sign of a top?

The bottom line is, Bitcoin and gold are different and 
they really shouldn’t be compared.  Granted, much of 
that speculative money could have gone into the metals, 
but that doesn’t mean the metals are dried up.

Remember, gold is a safe haven, Bitcoin isn’t.  
Which would you prefer for your ultimate safety?  We’d 
say physical gold is the ultimate. When push comes to 
shove, gold is the pillar of safety.  

It’s also important to keep in mind that when the 
Bitcoin bubble bursts, it’s going to affect several of the 
markets.  It’ll almost certainly drive gold up strongly as 

investors seek out the historical safe haven. 
In the meantime, we’ll be keeping a close watch on 

Bitcoin, but from the sidelines.  There will be time to 
take advantage of this new technology in the future. 
Commodities come alive

The commodity market is coming alive.  The stronger 
global economy means we may see much better times 
in the resource sector.  Chart 22 shows an interesting 
correlation. Note how much stronger the commodity 
index was compared to the stock market following the 
2008 financial crisis.  

The Transportations and the Industrials then caught 
up to the commodity index in 2013 when they started 
taking off, while the commodity index began feeling the 
heat of the deflationary wave that was starting to take 
over.  This became clear in 2014-15 when commodities 
collapsed. 

The markets changed two years ago when the roaring 
stock market bull leg of today  started.  Commodities also 
rose steadily yet quietly. The point is, the three began 
moving together again, and they still are.  This tells us 
some of the resources have a good future for 2018.
Soaring stocks dwarf metals buying

The soaring stock market has dimmed the lights on 
the precious metals, but a growing bottom is giving the 
metals a solid base.

CHART 22

2013

BUBBLES!
 CHART 21

SOURCE: Elliot Wave Intl, Yale SOM, St. Louis FRED Data and Convey Analysis
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For one are the central banks.  They bought less gold 
this year, but they also show little appetite to sell, as 
you can see on Chart 23.  

We have always preferred having diversity in our 
portfolio.  It’s important to keep a hand in gold... physi-
cal gold.  While paper gold is fine too, physical gold has 
the ability to retain its purchasing power over time, 
which has been referred to as the “Golden Constant.”

This exists because the gold price tends to adjust 
to changes in inflation and future inflation.  And it’s 
why gold has long been known as a long-term hedge 
against inflation.

For now, inflation is starting to turn up, and 
depending on how it unfolds, it will be a big influ-
ence on gold.  
GOLD TIMING: D decline deepened

Interestingly, the recent inflation sign is tying in with 
the turnaround time for the gold price. 

You’ll remember last month we showed you the 
bullish big picture, and that gold is poised to rise 
further. 

Chart 24 shows our favorite gold timing tool.  This 
indicator helps us identify the intermediate moves in 
the gold price, and it gives us strong signs of a change 
in the major trend.

The gold movement of the last two years tells us 
the intermediate moves are trying to turn bullish.  
First, note the D decline last year in December lost 

17½%  before the 
Fed raised  inter-
est rates.  Will this 
month be similar?  
We’ll soon see.

M e a n w h i l e , 
gold has room to 
decline further, 
according to the 
leading indicator. 
You can see gold is 
also breaking be-
low its 23 month 
moving average, 
and it’ll remain 
weak within the D 

decline by staying below it, at $1262.
The key here is the two year uptrend (which is also 

an uptrend since 1999.) Gold could fall to possibly this 
level near $1210, and it would still be within a bullish 
turnaround formation.

Gold reached a C peak on September 8th and it’s 
been coming down for 14 weeks now.  So far, gold has 
given back almost 8% in the decline, which is the mild-
est so far since the turnaround began.  

If the uptrend is tested it would be a 10%+ decline.  
Still not bad. In fact, gold will end this year in plus 
territory for the second year in a row if it closes 

above the Dec 30, 2016 low at $1151.70, basis Feb.  
This looks very possible.

On the upside, gold will stabilize once it closes back 
above $1262. And the D decline will be over once gold 
closes above $1295.  

This means an A rise would then be underway, and 
it’ll be the next test to try and surpass the $1380 key 
resistance level.  Once $1380 is cleared, the bull market 
will begin to flourish.  

We’ll be watching the new year for this possibility.
GOLD SHARES: Weak

Gold shares are declining more than gold.  The D 

 CHART 25
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decline looks more evident in the shares.  But it looks 
like the lows are getting closer.

The 5 week moving average works well with the 
HUI Gold Bugs Index, as you can see on Chart 25.  

HUI resisted at the highs last September and it’s 
been coming down, staying below its 5 week average 
since then.  It broke to new lows for the year last 
week, and it looks poised to test the December 2016 
lows in a worst case decline.  

In other words, as long as the HUI stays above that 
year ago low, the inverse head and shoulders bottom 
will continue to build.  Gold shares would then also 
be very oversold, and in a good buying area.

So keep an eye on the low at 163 and the 5 week 
moving average now at 185.  Once the 5 week aver-
age is surpassed, the weakness will be over.

Silver and platinum have also been weaker than gold.  
Gold has held up the best of all.  Chart 26 shows silver 
testing the Dec 2015 uptrend.  This means if the July lows 
at $15.50 are broken, we could see further lows.    

Silver today is at a small loss for the year.  It wiped 
away its 2017 gains, but it’s to be seen how the year 
finally ends up.  Silver looks poised to catch up during 
the new year. 

Platinum has been lackluster all along.  It’s been 
essentially a sideways market this year, but it does 
have some solid support.

Palladium seems to move with the stock market.  
It’s been strong, but it’s now set for a downward 
correction.
RESOURCES: A bright future

The resource sector is looking good.  Copper seems to 
be leading the pack, and the future looks bright, so we 
have several key companies on our radar for 2018.

Crude oil is also strong, but as you can see on Chart 
27, both crude and copper are near resistance levels.  
So they may take a breather for now.  

Copper, however, is getting a boost from the growing 
global economy, and from the future of electric cars.  

Copper is a key metal for ongoing strong demand.  
Chart 28A shows the big picture of copper since 

1978.  It was basically in a wide sideways band from 
1978 until the early 2000s, when it had a cap at the 
$1.50 level.  

It then broke up when worldwide housing and 
building kicked in.  Copper became the darling of the 
resource world.  It had a wild and volatile ride.  In the 
end, the $1.50 level turned into a support level.  And 
now a growing bull market is gaining strength.

Copper is poised for a bullish future.  A renewed 
strong rise began this year, reinforcing a solid uptrend 
since 2001.   

Note the developing upchannel encompassing the 
early 1990s to today.  The leading indicator is bull-
ish and copper could next find itself testing the 2011 
record highs.  

Copper has been coming down in a moderate decline 
for 8 weeks now.  It remains firm above $2.90, and a 
renewed rise will be underway above $3.10.  

Crude is similar.  OPEC’s oil production dropped 
to a six month low in November according to an S&P 
Global Platts survey. And if other countries continue 
to oblige, as they’ve been doing, we could see crude oil 
much higher.  The stickler is the U.S. itself.  They don’t 
seem to care much about production cuts.

Crude is strong above its rising 15 week average now 
at $53.  It reached a two plus year high this month, and 
its next hurdle is the May-June 2015 highs near $61. 
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U.S. & GLOBAL STOCK  MARKETS
    The stock market is strong and bullish.  It keeps breaking one record after an-
other and it’s poised to rise further as this third phase unfolds. Continue to hold the 
stocks you have.  But if one of your stocks closes below the trailing stop level listed 
below, then sell it.  This month we were stopped out and sold Alcoa (AA), the Dow 
Transportations (IYT) and U.S. Global Inv China (USCOX), taking good profits.  If 
you want to buy new positions, we’d buy small positions in Dow Industrials (DIA), 
S&P500 (RSP), Microsoft (MSFT) and S&P Global (IOO) now, and some more next 
month and so on for a few months to average in.

PRECIOUS  METALS, ENERGY, RESOURCE
       Gold has finally been hit by a stronger D decline. It reached a 4+month low, and 
it has room to decline further.   It’s to be seen if the Fed’s interest rate decision will affect the gold price this month.  Silver 
and gold shares are weaker than 
gold, and the D decline seems 
more evident in the shares. Most 
important is that they could all 
decline further, and still be within 
the big turnaround bottom.  We 
are riding through this weakness, 
and perhaps buying more near 
the lows.  Crude oil continues 
to rise reaching a 2+ year high.  
Copper is poised to rise further 
as the new year gets underway.  
Its future looks bright.  Keep 
your positions, but don’t buy new 
ones yet. 

INTEREST  RATES  &  BONDS 
   Short-term interest rates have 
been rising steadily, and in some 
cases strongly.  This suggests 
all interest rates will probably 
be rising further from their low 
levels in the weeks and months 
ahead.  This will keep downward 
pressure on bond prices and 
that’s why we don’t recommend 
bonds.  A mega bear market drop 
in bonds, however, will not be 
confirmed until the 30 year yield 
rises and stays above 3.06%.

CURRENCIES  
    The U.S. dollar remains bear-
ish.  But it’s been rebounding 
and it could rise further before it 
resumes its decline.  Meanwhile, 
the currencies remain bullish, but 
they’ve all been correcting, some 
more than others.  Once the U.S. 
dollar again heads lower, the cur-
rencies will again head higher.  So 
continue to hold the euro (FXE), 
and the Canadian and Australian 
dollars (FXC and FXA).  But wait 
to buy new positions.

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 

PRICE AT % GAIN/LOSS CURRENT TRAILING
NAME SYMBOL DATE PRICE

issue 
date  SINCE BOT RECOMM STOPS

Dow Industrials DIA Aug-16 186.52 245.64 31.70 Buy/Hold 232.00
S&P 500 Index Equal RSP Dec-16 87.55 100.75 15.08 Buy/Hold 97.50
Microsoft MSFT Dec-16 63.62 85.57 34.50 Buy/Hold 80.00
S&P Global 100 IOO Aug-16 75.34 92.97 23.40 Buy/Hold 90.50
Nasdaq Pwrshrs QQQ Aug-16 117.7 155.82 32.39 Hold 150.00
SPDR Small Cap SPSM Nov-16 25.73 29.91 16.25 Hold 29.25
U.S. Oil Fund USO Nov-17 11.51 11.43 -0.70 Buy 10.90
Adobe Systems ADBE Feb-17 118.93 173.26 45.68 Hold 163.00
Canada Index  EWC Sep-17 28.49 29.20 2.49 Hold 28.60
BHP Billiton BHP Sep-17 42.00 41.85 -0.36 Hold 40.40
U.S.Global E.Europe EUROX Sep-17 7.11 7.03 -1.13 Hold 6.85
Templeton Emerging EMF Feb-17 13.42 16.98 26.53 Hold 16.60

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE

issue 
date  SINCE BOT

Royal Gold RGLD Sep-17 90.19 83.21 -7.74
SPDR Gold  GLD Mar-17 117.51 118.08 0.49
Gold (physical) Oct-01 277.25 1241.70 347.86
Ctrl Fund of Canada CEF Mar-17 12.66 12.68 0.16
Agnico Eagle AEM Feb-17 47.10 41.97 -10.89
Jr Gold Miners ETF GDXJ Feb-17 42.12 30.38 -27.87
Gold Miners ETF GDX Feb-17 25.20 21.43 -14.96
Silver (physical) Aug-03 4.93 15.67 217.81

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE

issue 
date  SINCE BOT

Euro ETF FXE Jun-17 110.48 113.18 2.44
Canadian dollar ETF FXC Jun-17 76.09 76.58 0.64
Australian dollar ETF FXA Jun-17 76.91 75.62 -1.68

Hold
Hold

CURRENT 
RECOMM

Hold
Hold

Hold

Hold
Hold

GOLD, SILVER & GOLD SHARES

STOCK ETFS & SHARES
OUR OPEN POSITIONS in order of strength per section

PURCHASE

PURCHASE

PURCHASE

CURRENT 
RECOMM

Hold

Hold

 CURRENCIES

Hold

Hold


