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Gold and Silver Bullion Versus the Miners

Gold, silver and the miners rallied well from the December bottom. The stocks outperformed
through February 8". However, while bullion closed at new highs for the year on Thursday
and Friday, the mining indices (GDX, XAU, HUI & SIL) closed at the lowest levels of the
month. This sets the stage for a bearish divergence on the next rally in miners. These indices
should find resistance at the upper Bollinger Band (20,1.5). If so, the next move down would
be to a lower low than we are experiencing now. We would expect gold to make an interim
top by the middle of March.
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Miners do best when three ingredients are working in their favour; rising metals, stable to
lower energy prices and a rising stock market. It is not unusual to see miners underperforming
bullion when stock indices are in a bear market, however when all three positive factors are
in place and a divergence appears, it is a red warning flag. Paring back on miners into the
next rally would appear to be prudent.

The COT numbers are constructive for gold, but approaching warning levels for silver.
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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 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 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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