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original independent fmant:lal market forecasting since 1980

March 3, 2016 Technical observations of
RossClark@shaw.ca

Golden Cross of 50 and 200-day Averages in Gold
Cautionary COT Data
Overbought Oscillators

We will look for an initial peak in gold this month, possibly spiking up to the 38% or 50%
speedlines ($1350 & $1460). For now, we remain bullish as long as closes hold above $1180
(intraday $1170).

The ‘Golden Cross’ of the 50-day moving average over the 200-day average has been noticed and
widely discussed this week. When you delve into the track record of the Cross you will discover
that it has a checkered past. While a characteristic of bull markets is that short term averages are
above long term averages most of the time, the crossover does not serve very well as an indicator.
In the last forty-five years only 38% resulted in rallies that lasted more than two months. In the
short-term only 30% of all Crosses managed to rally beyond seventeen trading days before
declining by 5% or more.
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Another point of interest is that all of the rallies that started from one-year lows and continued on
to higher highs experienced initial peaks within three weeks of the cross and dropped by 5%
or more over a period of up to four weeks.
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Moves from one-year lows that continued to a new high after correcting from the initial peak

Year Days to initial peak Percentage drop Days in drop

1976 6 9% 19

1982 1 22% 15

1985 9 9% 21

1990 11 7% 14

1993 15 6% 11

2001 7 5% 6

2009 5 14% 39

2016 2 and counting
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The COT data and our oscillators also warrant concern in the near term. The net position of
commercial shorts and speculative longs are approaching levels seen at the October high, but still
shy of a year ago. The levels of the RSI and cross of the Bollinger Bands are also cautionary flags.
This is reminiscent of the midpoint of the rally off the 1993 bottom, prior to approaching resistance

at the 38% speedline.
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A pause at the 38% speedline would need to hold at a 38% correction from the December low to
remain constructive. However, any test of the 50% speedline should be followed by a hard drop
to the 50-week simple moving average in the following months.
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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 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 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.

BOB HOYE, INSTITUTIONAL ADVISORS
EMALIL bhoye.institutionaladvisors@telus.net
WEBSITE www.institutionaladvisors.com
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