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Gold — Update Following Breakout

The breakout through $1170 in gold triggered the type of upside action we expected. Downside
corrections should now ideally hold at a 23.6% retracement ($1200) of the two-month rally. If it
develops into an A-B-C correction as seen in 1993, then we would like to see the C leg hold at a
38.6% retracement ($1170).

On the upside we continue to look for a test of the 38% and 50% speedlines from the all-time
high. As noted last week, “they are a function of both price and time, calculated based upon the
move from the high to the low and projected from the high. The 38% and 50% speedlines have
worked well in gold. The first rally generally hits the 38% line ($1350) and the second rally
reaches the 50% line ($1460).” Note that each example managed to kiss the 50% line

If the rally takes prices to the 50% speedline, then be on the lookout for support on a hard break
back to the 50-week simple moving average later this year.
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Speedline examples from 1975 through 1999.
Red rectangles identify the period from the breakout to the 50% speedline.
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First breakout failed. No potential on the second breakout.
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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
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
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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