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Precious Metals 
 
The parameters outlined in the reports of October 24th and November 8th have served us well.  
The oversold ‘Springboard’ alert in Gold on October 22nd resulted in a $100 rally in the 
following two weeks.  The November 8th report outlined the overbought conditions in Silver and 
the Silver/Gold ratio with the likelihood of a ‘gold correction that should be capable of holding 
around the 50-day moving average’.  This Wednesday saw the gold price kiss the average at 
$1331. 
 
While the nominal price of silver did recently see some signs of exponential action, the gold 
market continues to perform in a normal bullish mode. 
 
It is common in the precious metals bull markets to see the Silver/Gold ratio move into an 
overbought level as measured by the RSI(14), have prices roll over for a three to five days and 
then make another push to the upside before a more prolonged correction/consolidation.  The 
low of the next important bottom should see the daily RSI below 50 in both gold and silver. 
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The mining indices should find support at the 100-day moving average and 3.5% below the 
average.  The $31 to $32.50 area is now considered a worst case scenario on a pullback in the 
GDXJ. 
 

 Current price Lower band 100-day average 

XAU 212.37 182.50 189.12 

HUI 545.61 473 490 

XGD 59.28 51.85 53.47 

GDXJ 39.12 30.84 31.59 

XGD.TO 25.68 23.13 23.97 

ZJG.TO 22.04 18.10 18.75 
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Key support and resistance levels in silver continue to relate to the deflated levels of the previous 
decades.  When adjusted for inflation by the Bureau of Labor Statistic’s CPI* we see that the 
September breakout, following a pause for the past two and a half years at the equivalent of the 
1987 highs, is now approaching the next level of significance.  At $30, the price is the equivalent 
of the February 1974 high ($6.46), the May 1980 low ($11.16) and the February 1983 high 
($15.83).  A consolidation/correction from there would be anticipated. 
 
*If one uses the www.shadowstats.com version of the CPI then silver prices are only 
approaching the lows of May 1986 and gold is approaching the lows of February1985. 
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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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