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Gold – Correction Zone Now; Bubble Later 
 
During the past few years we have presented the 
chart of the 27-year base in gold (1980 through 
2007) and its comparison to the multi-year 
consolidations and breakouts in numerous other 
markets over the past decades (Nikkei ‘68, Silver 
’73, Sugar ’74, Gold ‘78, Dow ’83, Crude Oil ‘04, 
Copper ’05 and Wheat ’07).  The rate of change in 
the current rally has not even entered the 
exponential phase seen in those correlated markets.  
The minimum target of $2155 is three times the 
height of the base; however this could easily 
become merely a level for a shakeout as seen at 
$425 in 1979 or the Dow at 2700 in 1987.   
 

One of the closest correlations places it similar to 
gold of August 1979; a period where the US Dollar 
was testing a previous support, the equity markets 
were buoyant and gold was completing a five-week 
consolidation around $300. The speed of the action 
is roughly one half of that seen at that time.  Ideally, 
the $2155+ target will be achieved this spring with 
an outside possibility that it will be delayed into the 
next seasonal rally coming out of August.  The 34-
day exponential moving average ($1383) and the 
55-day Bollinger Band ($1324) are the two best 
supports. The moving average has been tested 
regularly, but a kiss of the lower band is overdue.  
Ideally, it will occur with RSI(14) readings below 
50 in both gold and silver . 
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Charts from October 11th report 
 Daily

 

 

 



 

CHARTWORKS – 1/4/2011         4 

 



 

CHARTWORKS – 1/4/2011         5 

 

 
 

The opinions in this report are solely those of the author. The information herein was obtained from various 
sources; however we do not guarantee its accuracy or completeness. This research report is prepared for general 
circulation and is circulated for general information only. It does not have regard to the specific investment 
objectives, financial situation and the particular needs of any specific person who may receive this report. 
Investors should seek financial advice regarding the appropriateness of investing in any securities or investment 
strategies discussed or recommended in this report and should understand that statements regarding future 
prospects may not be realized. 
 
Investors should note that income from such securities, if any, may fluctuate and that each security’s price or 
value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance 
is not necessarily a guide to future performance. Neither the information nor any opinion expressed constitutes 
an offer to buy or sell any securities or options or futures contracts. Foreign currency rates of exchange may 
adversely affect the value, price or income of any security or related investment mentioned in this report. In 
addition, investors in securities such as ADRs, whose values are influenced by the currency of the underlying 
security, effectively assume currency risk. Moreover, from time to time, members of the Institutional Advisors 
team may be long or short positions discussed in our publications. 
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