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Technical observations of RossClark@shaw.ca

Gold
The gold market continues to be range bound as we enter the normal time frame for a seasonal low
(July through August). The sentiment indicators are neutral and Monday’s Commitment of Traders
data reported another mild drop in the positions of speculators and commercials. The speculative net
long positions are164k down by 25k contracts since prices topped early in June. To break out of the
consolidation phase on the upside we would ideally like to see these levels drop by another five
thousand or more. This wouldn’t be enough to signal a ‘buy’ in our model because that would require
an oversold reading, but it would be sufficient to generate a low as seen in Oct ’02, Sept ’04, Jan ’07
and Dec ’07. The COT numbers are released weekly; however the open interest is available daily
(http://www.cmegroup.com/trading/energy-metals/nymex-daily-reports.html ). A sizeable drop in the
open interest on a decline in price would be suggestive of the type of cleanout common at interim lows
in the price.

25,488 decline in
net long position
of speculators.
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The HUI and TSX Gold index rallied in sync with bullion from the June 23rd low. This is in keeping
with the final phase of the fifteen month megaphone consolidation pattern (similar to 1994, 2002 &
2007) prior to an attempted upside breakout.
If prices can reverse higher after flirting with the June 23rd lows then we will have the makings for an
outright challenge of $1,000. There is hardly an analyst on the planet that doesn’t have minimum
upside targets in the $1,200 to $2,500 range once the old highs are exceeded.
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End of Decade Phenomena
We prefer to monitor the move as it unfolds, recalling that the end of the past four decades has
produced exponential moves in the market with the greatest relative strength; 1999 – NASDAQ, 1989
– Nikkei, 1979 – Gold & Silver, 1969 – Interest Rates. There has been a definite concentration of
capital as each of the recent decades came to a conclusion. For now, gold is the asset that appears best
positioned for such a move. Don’t under estimate its potential as we move into 2010.

NASDAQ -1996 to 2000
Up 83% from July 1999

Nikkei 1986 to 1990
Up 18% from July 1989

Gold 1976 to 1980
Up 200% from July1979

10-Yr Treasury Yield 1966 to 1970
Up 20% from July 1969
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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 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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