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Dear Global Investor,        October 26th, 2016 
 
 

RE: INTAC Investment Commentary 2016-Q3 
 
 INTAC CONTINUES TO DRAMATICALLY OUTPERFORM IN 2016-Q3 & YTD; 

 
 AS WE FORECASTED GOLD & PRECIOUS METALS MINING SHARES AND RELATED INVESTMENTS 

(“G&PM”) HAVE CORRECTED AND INTAC NAVIGATED THIS PULL BACK EXTREMELY WELL; 
 

 G&PM ARE POTENTIALLY GETTING READY TO COMMENCE THE SECOND LEG OF, WHAT IS 
ALREADY STARTING OUT TO BE, THE GREATEST BULL MARKET EVER AND 2016 IS 
ALREADY ‘SWEET 16’ FOR INTAC G&PM INVESTORS; 
 

 2016-Q4 MAY BE THE LAST OPPORTUNITY TO CONTRIBUTE CAPITAL TO YOUR ACCOUNT TO 
MORE FULLY PARTICIPATE IN THE EARLY STAGES OF THE SECOND LEG UP IN WHAT IS 
ALREADY STARTING OUT TO BE THE GREATEST G&PM BULL MARKET EVER; AND 
 

 WE FORECAST THAT 2016-Q4 G&PM PURCHASES, BELOW THE 200-DAY MOVING AVERAGES, 
WILL BE THE FINAL OPPORTUNITY TO PURCHASE G&PM INVESTMENTS AT LIQUIDATION 
SALE PRICES (I.E. PRIOR TO THE ACCELERATION OF THE SECOND HALF OF THE G&PM 
SECULAR BULL MARKET & THE ULTIMATE MANIA PHASE). 

 
 
CONTAINED IN THIS INVESTMENT COMMENTARY: 
 

- INTAC 2016-YTD Performance Review; 
 

- A Review of our Prior Forecasts for Estimating When, For How Long, & How Severe the Initial 
Intermediate G&PM Pullback Will Be; 

 
- A Detailed Review of the G&PM Sector, Related Markets, Technical Analysis, Cycle Analysis, and the 

Fundamental Drivers for G&PM in 2016-Q3, October 2016, and Going Forward: Including; 
• Estimating How Long & How Severe the Current Intermediate G&PM Pullback Will Last and The 

Best Timing for Increasing Exposure; 
• Evaluating the Technical Posturing of the G&PM Sector & Related Markets; 
• Evaluating the Fundamental Drivers of the G&PM Sector & Related Markets; 
• Examining the Stellar G&PM Gains Still to Come if the Sector is Advancing into the Second Half of 

a Secular Bull Market; 
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- Updated G&PM Boiler Room Analysis and Sentiment Trader G&PM Indicator Analysis and Elliot Wave 

International G&PM Analysis and COT Analysis; 
 

- The Gold Market Is a Wildfire Waiting to Happen – John Lambert –GAM; 
 

- Sprott Precious Metals Watch – October 2016 including an update from their Form; 
 

- Gold Fund Legend - John Hathaway – Tocqueville Gold Strategy Investor Letter 16-Q3; 
 

- Investment Strategies to Maximize Your Capital Growth and Overall Net Worth; 
 

- List of Additional Research Reports and Video Research Links Which Present the Fundamental Reasons 
for Why the G&PM Sector May Produce the Greatest Bull Market in The History of Mankind; and 

 
- Our Concluding Remarks. 

 
 
INTAC 2016-YTD Performance Review: 
 
Investment 2016-Q1 N1 2016-Q2 N2 2016-Q3 N3 2016-

YTD N4 
AATRN5 

INTAC Investment Philosophy Aggressive 171.8% 64.8% -7.72% 313% 562% 
INTAC Investment Philosophy Balanced to Aggressive 125.0% 49.6% -6.54% 215% 360% 
INTAC Investment Philosophy Balanced 92.2% 39.2% -5.58% 153% 244% 
INTAC Investment Philosophy Cautious to Balanced 52.6% 26.4% -4.38% 85% 126% 
INTAC Investment Philosophy Cautious 16.0% 11.9% -2.87% 26% 36% 
VanEck Vectors Junior Gold Miners ETF (GDXJ) 69.1% 50.1% -9.15% 131% 204% 
VanEck Vectors Gold Miners ETF (GDX) 61.8% 34.6% -11.52% 93% 140% 
Gold Bullion Spot Price 16.3% 8.3% -1.59% 24% 33% 
S&P 500 Index 1.8% 3.9% 0.30 6% 8% 
N1: 2016-Q1 is December 31st, 2015 to April 15th, 2016; 
N2: 2016-Q2 is April 15th to July 15th, 2016; 
N3: 2016-Q3 is July 15th, 2016 to September 30th, 2016; 
N4: 2016-YTD is December 31st, 2015 to September 30th, 2016; and 
N5: AATR is the Average Annual Total Return which is an annualized figure (i.e. same calculation banks use to quote annual interest rates). 
 
As we forecasted, in 2015, 2016 has been ‘SWEET 16’, for those with exposure to G&PM, and INTAC has 
significantly and consistently outperformed in 2016-Q1, Q2, Q3, & YTD.  INTAC’s Book also includes the 
Cautious and Cautious-Balanced Philosophies which have significant exposure to cash equivalents and an 
allocation to Gold & Silver Bullion, in addition to our overweight – concentrated – leveraged exposure to G&PM 
held in the INTAC Growth Portfolios, and as such these Investment Philosophies pull down the overall INTAC 
Book return.  As shown above, the INTAC Investment Philosophies; Balanced, Balanced-Aggressive, and 
Aggressive, which are more relevant to the G&PM sector and our proposed Fund launch, have significantly and 
consistently outperformed in 2016-Q1, Q2, Q3, & YTD. 
 
INTAC’s absolute, relative, and risk adjusted performance compared to the G&PM investible indices (i.e. 
relevant), Gold Bullion (i.e. also relevant), and the S&P 500 Index (i.e. not relevant) has been stellar in 2016-Q1, 
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Q2, Q3, and YTD.  What I am most pleased with is that this outperformance has been achieved while holding 
significantly reduced leverage/in most instances no leverage (i.e. as the initial baby bull matured) and more 
recently on several occasions significant positive cash holdings as well as an increased allocation to Gold & Silver 
Bullion holdings, which translates into even greater risk adjusted returns! 
 
As stellar as this outperformance is, we are convinced this was only the initial leg up from extremely cheap 
G&PM valuations, which was followed by the first intermediate correction (i.e. which we expected and were well 
positioned for) and thus represents only an initial advancement in consideration of the massive rally and mania 
phase that potentially lies before us in G&PM. 
 
 
A Review of our Prior Forecasts for Estimating When, For How Long, & How Severe the Initial 
Intermediate G&PM Pullback Will Be: 
 
In our past two commentaries, I wrote: “The reality is G&PM have been on a rip roaring - baby bull - gone wild 
– tear since January 19th, 2016 with no real pull back / correction to speak of.  Historically the most similar rip 
roaring - baby bull - gone wild tear with no real pull back / correction to speak of was the 1992 baby bull market.  
As can been seen below the 1992 rally did not correct until the XAU was greater than 40% above the 200-week 
MA in late July 1993 and the ensuing correction declined by 27% over seven weeks.  The current 2016 baby bull 
projected initial top, based on price attaining 40% above the 200-week MA, is 119 (i.e. 85*1.4 = 119) and 119 is 
36.4% greater than 87.24.  The projected draw down targets from 119 for both 24% and 29% declines are 90 and 
85 respectively. 
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The above two charts are for the XAU (i.e. a gold & silver mining shares index) from the late 1992 / early 1993 
bottom (i.e. on the left) and the late 2015 / early 2016 bottom (i.e. on the right).  In the 2016 chart, I projected, in 
both my 2016-Q1 and 2016-Q2 investment commentaries that based on the 1993 chart due to the similarities thus 
far, that the 200-week moving average for the XAU would gradually decline in the months following (i.e. April 
26th, 2016) as the price of the XAU continued to advance until the price reached approximately (e.g. 119) 40% 
above the 200-week moving average (e.g. estimated at 85).” 
 
I went on to write in my prior forecasts: “It will be interesting to see how far the XAU can advance above the 200-
week moving average (i.e. it was recently almost 20% above when it reached a high of 109 which is pretty close 
to my forecast), and when a pullback will occur (?), how long it will last (e.g. 5 to 9 weeks), and how severe the 
pullback will be (e.g. -20% to -40%).  I will be monitoring this very closely.” 
 
Below is an updated chart for the XAU approximately 10 and six months after my initial forecast and unchanged 
follow up forecast (i.e. as detailed above): 
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The XAU advanced slightly more than 20% above the 200-week moving average (i.e. in August when it reached 
a high of 114.71 which is close to my forecast of 119 which I made seven months prior) and the pullback that has 
occurred, so far, has lasted nine weeks (i.e. as per my forecast of seven to nine weeks) and has, so far, declined by 
30.36% (i.e. which is exactly right in the middle of my forecasted decline range of -20% to -40%). I also 
presented, in my most recent investment commentary, that the first intermediate bottom should occur somewhere 
between the 35th to 40th week of the new bull market (i.e. between Sept 9th to October 14th 2016).  So far so good 
as the first intermediate bottom for the XAU occurred at 79.88 on October 11th, 2016 for a decline of 30.36%.  
The Bullion Banks may well orchestrate an undercut low over the next month or two to try to kick off all those 
whom are trying to climb onto the back of this bull prior to the next major advance.  I suspect if such an undercut 
low were to occur the downside would be limited to 67.53 on the XAU (i.e. 15.46% below the October 11th, 2016 
low of 79.88) which would represent a 0.618 Fibonacci retracement of the entire 2016-YTD bull market advance.  
However, this potential undercut low may not even occur… only time will tell. 
 
 
A Detailed Review of the G&PM Sector, Related Markets, Technical Analysis, Cycle Analysis, and the 
Fundamental Drivers for G&PM in 2016-Q3, October 2016, and Going Forward: 

In October, the gold market finally suffered the large sell-off that it had avoided for so long and this further 
corrected the gold / silver stock indices back to their 200-day average with some gold / silver stocks being 
dragged well below their 200-day averages.  I had been expecting this pullback and predicted it in my 2016-Q1 & 
2016-Q2 investment commentaries.  However, I was somewhat surprised that, despite the record speculative long 
positions on the Comex futures market in New York, the gold price continued to trade in what was essentially a 
sideways consolidation, finding good support just above $1300 for all of July, August, and September. 

Gold Daily Oct 2015-Oct 2016: 

 

My prior suspicion was that the bullion banks (i.e. commercials) would use the thin summer trading months to 
pressure the gold price and gold / silver stocks down to shake out the late longs / weak hands and accumulate 
further positions.  However, the bullion banks / commercials, who are the other side of the speculative long 
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positions, have all the advantages on Comex and therefore are a little like the ‘house” in a casino.  They hold the 
stop-loss orders and know where they must drive the price to trigger the stop loss orders.  Emboldened by the 
closure of the Chinese markets for the “golden week” holidays during the first week of October, very aggressive 
sellers on Comex drove the price down from $1313 to $1267 in one day with over 35 million ounces traded in the 
active month.  That is over 1,000 tons of “paper gold”!  The Shanghai market is a physical market where one must 
be able to deliver gold whereas on Comex, where the margin requirements are tiny, trading is almost always 
settled by reversing the position and settling the difference in cash.  Thus, the “commercials” can effortlessly sell 
immense quantities of gold, that they do not have, knowing that as the price falls through the speculators’ stop-
loss limits, they will trigger large sell orders which will enable them to cover their short sales very profitably. 

This is a very healthy development in a bull market as flushing out the speculators, who do not have the means or 
resolve to hold the investment long term, takes it from the weak hands to the strong.  Indeed, the commitment of 
traders report on Friday October 14th showed that at close of business on Tuesday October 11th, the long 
speculative positions had been reduced by 106,000 contracts (10.6 million ounces) resulting in the sharpest 
reduction in trading positions since records began to be kept, ten years ago.  The excuse for the sell-off in gold 
was that the Federal Reserve was going to raise interest rates in December.  The truth is that the Fed should have 
raised them long ago for dollar interest rates in the Eurodollar market have been trending sharply higher now for a 
year.  The 6 month LIBOR rate, which is the basis on which most bank lending is set, has risen from 0.5% in 
October 2015 to 1.26% today.  So, keeping Fed Funds at 0.5% is simply a measure of how nervous the Federal 
Reserve is about the robustness of the economy.  However, oil has bounced over $50 a barrel and other 
commodities are gaining ground so we are likely to see an uptick in inflation forcing the Federal Reserve to raise 
rates.  Conversely, we believe this will be good for gold; for there is virtually no chance that the Federal Reserve 
will raise rates by more than a token amount even if faced with a large rise in inflation so that real interest rates 
will almost certainly remain negative.  Real interest rates are the long term fundamental driver of gold prices.  
Real Interest Rates (“RIR”) = Nominal Interest Rates (“NIR”) – Inflation (“Inf”) and NIR in the US are currently 
0.25%.  Recently, in my lengthy discussions with Simona Gambarini, commodities economist at Capital 
Economics, we concluded that NIR are expected to rise to 0.5% by year end while Inf is expected to be 1.3% by 
year (possibly as high as 2%) and thus RIR are forecast to be -0.8% (possibly as negative as -1.5%).  By 2017-YE 
we concluded that NIR are expected to rise to 1.25% (i.e. this assumes three 25 bps hikes in 2017 which may not 
be possible… due to the massive debt imbalances) while Inf is expected to be 2.6% (possibly much higher as once 
the inflation Guinee is out of the bottle it is very difficult to put it back in…) and thus RIR are forecast to further 
decrease to -1.35% (possibly much lower if inflation is higher and/or NIR can’t be raised by 75 bps in 2017).  I 
immediately advised Simona that this equates to a 69’er percentage increase in negative real interest rates in 
2017 and she liked the sound of that as will gold.  However, this is not all, by 2018-YE my estimate is that NIR 
will rise to 2.25% (i.e. this assumes four 25 bps hikes in 2018 which may not be possible… due to the massive 
debt imbalances, potential stock market correction / revolt, potential recession, potential bond market sell off, 
and/or potential real estate market sell off) while Inf could be accelerating higher (i.e. as once the inflation Genie 
is out of the bottle it is very difficult to put it back in… and a double in 2017 from 1.3% to 2.6% may well lead to 
another double in 2018 from 2.6% to 5.2%) no one knows where inflation will be by 2018-YE, however, based on 
these estimates RIR are forecast to further decrease to -2.95% (possibly even lower if inflation is higher and/or 
NIR can’t be raised by 1% in 2018).  This equates to a 118.5% increase in negative real interest rates in 2018. 

Such a scenario is consistent with a strong gold market as bond investors struggle to keep up with inflation. 

While the bullion market retreated by 10%, the gold stock universe had a mixed showing.  Some of the stocks 
which had enjoyed exceptional gains during the first half of the year fell back dramatically, falling as much as 
50% or more; others have held a good portion of their gains.  The HUI Index retreated from a high in August of 
286.05 to 195.49 on 11th October for a decline of 31%. 
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HUI Index November 2015 to October 2016: 

 

As you will notice, recent trades have taken the level of the index back above the 200-day moving average, 
perhaps suggesting that the correction is complete or getting close to being complete.  The bullion market too has 
seen prices firm and it has also recently passed again above the 200-day average.  While it seems likely that there 
has been enough of a correction in prices to squeeze out the loose holders, there might have to be another month 
or two of consolidation of these levels before we can expect to see the gold / silver stocks and the gold bullion 
price make new highs for the year. 

The next month or two may potentially be somewhat bearish, as down spikes rarely occur in isolation.  
Disappointed longs will sell and anxiety over what’s ahead for gold means a not particularly significant event 
could catalyze an outsized gold response.  Uncertainty over the US election and anxiety over the December rates 
decision may well keep gold capped until those milestones are over. 

However, there are still a lot of gold bulls out there who will buy into dips, muting the slide.  From a chart 
perspective, there is significant support in the US $1,250 - $1,260 level.  That is the pre-Brexit support platform 
and could well represent the new normal for the rest of 2016. 
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If the $1,250 support level is broken then I suspect the sell-off will be short and sharp with next support around 
the $1,220 strong support level, and if broken (i.e. unlikely) then the $1,200 support level, and if broken (i.e. very 
unlikely) then the $1,180 extremely strong support level.  Importantly, if this were to occur, I believe the gold 
price would snap back very quickly and this would usher in an explosive start to the second leg up in the second 
half of the secular bull market. 

Currently, 10-yr Treasury Inflation Protected Securities (TIPS) are predicting a gold price closer to $1,400 USD 
(see chart below). 
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Additionally, China is starting to ramp up its buying of physical gold which has been depressed in 2016-YTD and 
I suspect India will follow due to a strong monsoon season and the advent of the festive weeding & holiday 
season.  Further, there is very high odds that after the first nine months of moderate physical buying by Chindia 
that 2016-Q4 and 2017 will be stronger as a patter has emerged since 2013 that strong years of purchases are 
followed by weak years which in turn are followed by strong years (see chart below). 

 

It’s important to note: as of October 25th, gold is still up 20% this year.  Even if it feels like gold’s rise happened 
ages ago, precious metals have mostly held onto their gains – and those gains were big enough to absorb 
corrections. 
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Corrections will continue.  Gold will react to economic data (like the recent jobs report, its narrow miss causing 
much confusion for gold traders) and to the election (Hillary rising is one reason gold is sliding, even though her 
spending plans support the yellow metal) and to US corporate earnings (which have now declined six quarters in a 
row), all the while pricing in a December rate hike (expectations of a hike boosted the US dollar 1.3% in the first 
week of October, amplifying gold’s slide). 

A rate hike does seem increasingly likely.  Hawkish Fed members are getting more aggressive in pushing for a 
move; Jeffrey Lacker, for instance, is openly arguing for a raise right now so that the Fed is ahead of inflation.  
And while data continues to show an anemic recovery, in many ways we’re right back where we were a year ago: 
the Fed has talked about a hike for so long that they almost have to move to retain credibility, unless data turns 
decidedly down. 

So, gold’s ascent may well have to wait until the biggest of these questions – the election and the 
November/December rate hike – are answered.  We also have the Italy – Constitutional reform referendum on 
December 4th which is when we will learn if a “Brexit” is contagious to Italy… 

However, the correction is providing an opportunity to enter gold / silver stocks that we thought got away. 
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The question is precisely when to make those moves. 

That’s both tough and easy.  It’s tough – impossible actually – to know exactly when and how this correction will 
bottom.  It is much easier to look at historic patterns and overlay significant pending events to estimate likely time 
frames. 

Looking ahead from here, there are a couple pertinent patterns. 

 Gold’s strength declines in the final months of the year.  September is almost always good and October 
often is as well, however neither were in 2016, though the tenth month starts with a weeklong holiday in 
China that creates an opportunity for gold shorters to hammer the price while Chinese traders, who would 
usually counter such a push, are away.  As previously discussed, shorters used that opportunity this year: 
gold started to fall the first trading days of the month, precisely when China was on vacation.  Had 
Chinese traders been at their desks, I imagine the fall would have been much less. 
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 The Indian wedding season runs from October through December, after the monsoons are over and before 

the heat ramps up.  You have undoubtedly heard about the importance of Indian weddings to gold 
demand, but it’s a topic worth repeating.  A large percentage of the money spent on an Indian wedding 
goes into gold, which adds up to a lot in a nation as populous as India. And the season could be especially 
good this year because the monsoons were fantastic, which means Indian farmers are not stressing about a 
third year of drought. Indian farmers make up about a third of the country’s gold demand. 

 Broadly speaking, 2016 has seen two kinds of gold investors: short-term speculators and long term value 
hunters.  The first group moved into gold as it gained and many of them likely ditched in the drop.  The 
second group probably took some money off the table during the year but left core positions intact, guided 
by the belief that the run is just getting going.  As we approach the end of the year, these two groups have 
different concerns: 

o Short term specs: Want to book gains. If they didn’t sell already, they will sell once the sector 
strengthens some.  If the public narrative turns pro-gold again this group will buy back in, which 
is possible if 2017 starts the way 2016 started. 

o Long term value hunters: Want to position in stocks offering the best leverage to gold, while also 
managing capital.  On that second point, I expect to see some tax gain selling before the end of 
the year.  I know, after five bad years that concept may seem foreign – but investors booked a lot 
of tax losses in the bear market and many will look to lock in some gains against which they can 
apply those losses, especially in jurisdictions where tax losses expire.  More generally, why not 
lock in some tax-free gains and then re-enter on a down day? 

 The December Fed meeting is very significant for gold.  If things continue the way they are now, expect a 
rate hike.  Gold has sold down, and may still sell down a little further, in advance of and possibly right 
after that event – but remember, gold’s early 2016 rally got going only a few weeks after the last rate 
hike. 

 Corrections are rarely V-shaped.  Instead, they often look more like a W.  The gold price decline we just 
went through is likely the first low point in the pattern.  The forces outlined above could create a small lift 
over the next few weeks / months (Indian buying on the gold side, value hunter buying on the equities 
side) that leads into a second low (selling by specs who aren’t already out, tax gain selling by long terms 
players, apprehension around the Fed meeting), all of which sets up for the W to wrap up later in the year 
and sets the stage for the second leg up of this bull market. 
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Jordan Roy-Byrne demonstrated this pattern below: 

 

The chart uses the HUI Index as a proxy for gold stocks and compares today with corrections in 2001, 2002, and 
2006.  Each followed a very strong advance, like we just experienced.  

The corrections in 2001 and 2006 show the W pattern, though the 2001 W is more flat.  In 2002 the correction 
followed a W pattern until falling for a third time.  In all cases above, buying the first bottom and/or the second 
bottom (i.e. if it occurs this time around… as it may not) of the first intermediate correction in a new bull market 
generated massive gains over the ensuing bull market.  Short term timing is extremely difficult / impossible, 
however, in every early bull market I have studied, averaging down and buying around the 200-day moving 
average during/after the first intermediate correction has always generated massive gains over the ensuing bull 
market.  The early money was made from January 19th to mid-August 2016, however, this was not the easy money 
as in real time no one knew where the end of the brutal five plus year bear market in gold / silver mining shares 
would end.  The “easy” money is made by buying with both hands the first intermediate correction in a new bull 
market and the smartest way to do this is through a dollar cost averaging strategy (“DCA”) once at, or ideally 
below, the 200 day- moving averages while trying to capitalize on the short-term timing, for each DCA buy, on 
down oscillations (e.g. October 6th, 7th, 11th, and 12th recently presented such down oscillations below the 200 day- 
moving averages). 
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History doesn’t repeat, but it does rhyme.  The rhyming pattern to note is that corrections often don’t have V 
shaped or flat bottoms; they often oscillate, often twice but potentially thrice (or otherwise).  Be aware such 
oscillations are potentially pending and try to time your average down buys accordingly. 

The durations are also interesting – the 2001 and 2006 corrections lasted 5 months, which takes us from early 
August (when HUI peaked) through to early January 2017. 

Of course, when it comes to gold, the metal itself is only part of the equation.  Also important are the US dollar 
and interest rates.  The dollar was also a main culprit behind gold’s October slide.  The US Dollar Index gained 
2.6% in the first two weeks of the month, a significant move largely because it broke above the highpoint of the 
band in which the greenback had been trading since the spring.  

 

 

Why the rise?  Largely because the British Pound has been getting hammered since Theresa May started talking 
about Brexit realities: timelines for negotiations and her preference for a “hard Brexit” to speed things along.  
When one currency declines another must rise, and so it was with the pound and the dollar. 

 

It is interesting to note that since the dollar broke out to the upside that gold has stayed stable instead of selling off 
during the dollar continuing rally. 
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However, the dollar cyclical rally is starting to get long in the tooth as it is coming into its ninth year and cycles 
(i.e. cyclical low to high followed by cyclical high to low, etc.) typically last about eight years in the dollar (e.g. 
1992 low then 2000/2001 high then 2008 low then 2016 (?) high).  I suspect the dollar will begin its seven to 
nine-year bear market prior to the end of 2017 and that this will super charge the second half of gold’s secular bull 
market. 

 

Gold is breaking out or close to breaking out in many currencies and the US Dollar gold price should follow in 
due course: 
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As for rates, US data continues to be middling.  The market hoped for some clarity on inflation with the release of 
the September Consumer Price Index, but the numbers were nonchalant.  Headline consumer inflation rose 0.3% 
month-over-month as expected, but core inflation rose just 0.1%, which was less than expected.  

Expectations aside, it is notable that the core rate has now stayed above 2% year-over-year for eleven months.  
Stronger oil prices should add to headline inflation going forward, so inflation has met the Fed’s target.  

Inflation, however, is one of three targets the Fed says need to be met for a rate hike.  The other two are 
unemployment below 5%, which has been essentially the case for some time now, and GDP growth of at least 
2%, which is looking less and less likely with each passing day. 

I’m not sure the GDP miss matters.  What is on the line right now is Federal Reserve credibility.  And if that 
sounds familiar, it’s because we had this exact conversation around this time last year, leading up to the 
December meeting where Yellen and Co. did raise rates 25 bps (i.e. the first time in over ten years). 

The situation was strikingly similar.  The dollar was very strong, having retained its big 2014 move to stay above 
93 all through 2015.  That greenback strength was all but preventing inflation and hurting US corporations.  
Raising rates supports the dollar, which had Yellen in a difficult position.  But after talking about hikes for so 
long, the Fed had to move.  

A year later, the same thing.  Dollar strength is hurting earnings for multinational US companies, hampering 
inflation, and slowing GDP growth, but Yellen has a credibility problem and so a rate hike is likely. 

HOWEVER, THE DOLLAR CURRENTLY LOOKS OVERBOUGHT... As discussed the U.S. dollar has been 
rallying.  The rally, however, is starting to look over-extended.  The daily bars in the below chart show the 
PowerShares Dollar Fund (UUP) nearing a resistance line drawn over its 2015 highs.  At the same time, its 14-
day RSI line (top of chart) is at the most overbought level over 70 since spring 2015.  The dollar has been rising 
on expectations for a rate hike this December (combined with easier monetary policy overseas).  A rising dollar is 
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normally bad for commodities and large cap multinational stocks.  A dollar pullback might provide some relief to 
both. 

 

(click to view a live version of this chart) 

 

So, oscillations until December because of seasonal pressures, dollar movements, and rate hike expectations…and 
then, if historic patterns around W-shaped corrections and gold’s reaction to rate hikes persist, we could be 
looking at a strong start to 2017 or possibly sooner. 

http://stockcharts.com/h-sc/ui?&s=UUP&p=D&y=1&m=9&d=0&id=p62660948468&&
http://stockcharts.com/h-sc/ui?&s=UUP&p=D&y=1&m=9&d=0&id=p62660948468&&
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That means this fall may be the time for patience and using patterns to further average down into your gold 
related investments in anticipation of gold’s next leg up.  Again, it’s possible gold might be in a sideways trading 
range through the rest of the year. 

But consider this: while it would be more fun if gold would just start rising again right now, this new sideways-
for-a-while setup has two benefits. 

First, the markets now have two full months to price in a rate hike.  Gold, stocks, bonds – they should all adjust 
between now and December so that the hike, if it happens, does not cause chaos.  

Second, it gives investors two months to act.  Gold and silver companies are down across the board, from big 
majors to junior explorers.  That means opportunities you liked but missed before they moved in the first phase of 
the bull market are back at better entry points for those who have still not averaged down. 

Gold Miners (GDX) – Weekly: 

 

The case for the general gold bull market remains intact: 

US equities are overpriced, which means stocks fail to offer security or value. 

Nasdaq 100 ($NDX) – Weekly: 



 
22 

 

Buying up here at the highs is a very poor reward / risk investment, based on history. 

Bonds are also overpriced and even a mild rise in yields would hammer prices, erasing capital that yields will take 
a very long time to repay. 

Long Term Gov't. Bonds ($USB) – Weekly: 
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Hike or no hike, the world remains grounded in negative real interest rates (RIR), which means no incentive to 
hold cash or bonds (unless you want to play bonds for price, a game that appears increasingly risky).  Inflation 
seems to be on the rise, amped by OPEC’s oil output agreement that boosted the price of oil.  Equities are 
expensive.  And gold offers security and value in the face of all that and gold / silver stocks still offer tremendous 
value.  Gold / silver stocks still cheap on a long-term perspective: 

 

It just seems right now that we may need to wait a month or two for gold to take off again. 
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However, if, as we expect, the secular bull market in gold has now completed its four to five-year mid cycle 
correction, then we probably have begun the second half of the secular bull market, which almost always, ends 
with a parabolic / mania stage, where the public finally joins the fray thereby making trading more and more 
frenetic as we pass the previous highs. 

 

Certainly, the background is set for such a scenario, with the global economy clearly struggling despite, or more 
likely because of, the trillions of dollars of debt created by the Central Banks. 

Below, Sprott Senior Advisor, John Embry (i.e. my cousin - his mother is a Plaxton) breaks down the recent 
history of the U.S., highlighting the pressures that have brought FIAT currency to the brink, U.S. debt liabilities to 
staggering heights, and gold back to the institutional investor’s crosshairs. 

“To quote Voltaire: ‘Paper money eventually returns to its intrinsic value. Zero.’ 

The U.S. has provided the world’s reserve currency since Breton Woods.  Though we did not lose the implicit 
gold backing until 1971, the pressure of the 1960s set the stage.  As President LBJ tried to fund both his Great 
Society program and the Cold War era arms race and the Vietnam War, cash was flying out of U.S. coffers.  In the 
process, an ever-greater amount of U.S. cash – gold-backed cash - was ending up in foreign hands.  At the time, 
only central banks could redeem U.S. currency for gold, and they came forward with arms outstretched.  By 1970, 
the U.S. gold reserves were depleting at an alarming rate, causing Nixon to close off the vaults and unpeg the 
dollar.  Few could imagine the financial engineering that was to follow. 

After that came the reigns of Fed Chairmen Paul Volcker and later Alan Greenspan, who began to take enormous 
liberties with monetary policy, effectively addicting the financial markets to stimulus.  Inflation remained muted, 
thanks in part to emerging China flooding the world with cheap goods, and therefore financial returns were 
spectacular.  It has also corresponded with dramatic market dislocations. 

The bond market bottomed in 1981.  The stock market bottomed in 1982.  The stock market crashed in 1987.  The 
dot com bubble popped in 2001, followed by real estate – and essentially the global economy – in 2007 and 2008.  
And the central bank’s been there every step of the way, accommodating fresh paper money – monetary heroin -- 
to shore up markets at any sign of trouble.  And what has been the result? 
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In 1981, when Ronald Reagan was sworn in, federal debt was $960 billion, an amount accumulated over the 
better part of 200 years. 

In 2007 and 2008, federal public debt was $10 trillion, a 10-fold increase in 26 years.  This only led to greater 
stimulus via QE. 

Eight years later and we find ourselves saddled with federal funded debt which has doubled again to $19 trillion.  
And this isn’t the whole picture: Off-balance sheet debt liabilities, including Freddie Mac and Fannie Mae, at an 
estimated $5 to $6 trillion; unfunded liabilities for Medicare, Medicaid, and social security, estimated between 
$60 trillion and $150 trillion; plus other liabilities, equals a range of about $85 trillion to $175 trillion.  Factor in 
that U.S. GDP is a mere $18 trillion, and we can see that our obligations are between 4x and 8x our productive 
capacity.  And how long can this charade continue?” 

We continue to believe that the solution to the stagnant global economy, that policy makers are pursuing, is a 
massive devaluation of the outstanding debts that are suffocating it and that the only feasible way this can be 
achieved is by dramatic inflation.  A debt default / debt jubilee would surely be a very painful process to resolve 
the massive global debt imbalances and this would only come about if forced onto policy makers by the markets.  
In a forced, market based, resolution of the massive global debt imbalances, including the corresponding loss of 
faith in the related FIAT currencies, we believe gold would be the supreme beneficiary. 

If policy makers can pull off the gradual, yet massive, devaluation of the outstanding debts that are suffocating the 
global economy by generating dramatic inflation, then we will see much higher gold prices and gold / silver 
mining shares will be every investor’s favorite sector (i.e. as was the case during the inflationary period from mid-
1976 to mid-1980 so I surmise will be the case 40 years later from 2016 to 2020 / 2023-YE). 
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Updated G&PM Boiler Room Analysis and Sentiment Trader G&PM Indicator Analysis and Elliot 
Wave International G&PM Analysis; 
 
I continue to closely monitor numerous sentiment indicators in “THE BOILER ROOM” and 
on “Sentiment Trader” and the COT reports for managing short term G&PM exposure: 
 

BGMI INDEX 

 

HUI INDEX 

 

XAU INDEX 

 

THE BOILER 
ROOM 

UNITED 
STATES 
GOLD 

INDICES 

 
 

 

Bullish 
Percentages 
Stocks above their 
35dma 
Measures the 
number of stocks 
in the index above 
their 35 day 
moving average. 
The results are 
shown as a 
percentage. 

   

Relative Strength 
Measures up 
moves vs down 
moves applied to 
stocks in the index 
over a 21 day 
period. The results 
are shown as a 
percentage. 

 
 

 

Short Term 
Summation 
Measures 48 short 
term indictors 
applied to stocks in 
the index. 
Smoothed by a 10 
day moving 
average. The 
results are shown 
as a percentage. 

http://www.goldchartsrus.com/gold/fcharts/tandxbgmistkndx3.php
http://www.goldchartsrus.com/gold/fcharts/tandxhuigold3.php
http://www.goldchartsrus.com/gold/fcharts/tandxxaugold3.php
http://www.goldchartsrus.com/gold/charts1/goldndx3aacr.php?ticker=bgmistkndx
http://www.goldchartsrus.com/gold/charts1/goldndx3aacr.php?ticker=huigold
http://www.goldchartsrus.com/gold/charts1/goldndx3aacr.php?ticker=xaugold
http://www.goldchartsrus.com/gold/fcharts/fchart-PMNDX-chart.php?Ticker=%5EBGMISTKNDX&TimeRange=410&ChartSize=M&Volume=0&LogScale=0&MajorVGrid=1&MinorVGrid=0&HGrid=1&ChartType=CandleStick&Band=None&avgType1=None&movAvg1=10&avgType2=None&movAvg2=25&Indicator1=RSI&Indicator2=None&Indicator3=None&Indicator4=None&Button1=Update%20Chart&
http://www.goldchartsrus.com/gold/fcharts/fchart-PMNDX-chart.php?Ticker=%5EHUI&TimeRange=410&ChartSize=M&Volume=0&LogScale=0&MajorVGrid=1&MinorVGrid=0&HGrid=1&ChartType=CandleStick&Band=None&avgType1=None&movAvg1=10&avgType2=None&movAvg2=25&Indicator1=RSI&Indicator2=None&Indicator3=None&Indicator4=None&Button1=Update%20Chart&
http://www.goldchartsrus.com/gold/fcharts/fchart-PMNDX-chart.php?Ticker=%5EXAU&TimeRange=410&ChartSize=M&Volume=0&LogScale=0&MajorVGrid=1&MinorVGrid=0&HGrid=1&ChartType=CandleStick&Band=None&avgType1=None&movAvg1=10&avgType2=None&movAvg2=25&Indicator1=RSI&Indicator2=None&Indicator3=None&Indicator4=None&Button1=Update%20Chart&
http://www.goldchartsrus.com/gold/charts1/goldndx3aadu.php?ticker=bgmistkndx
http://www.goldchartsrus.com/gold/charts1/goldndx3aadu.php?ticker=huigold
http://www.goldchartsrus.com/gold/charts1/goldndx3aadu.php?ticker=xaugold
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Buying Pressure 
Measures the 
number of up 
stocks in the index. 
Smoothed by a 10 
day moving 
average. The 
results are shown 
as a percentage. 

 
 

 

Volume Buying 
Pressure 
Measures the up 
volume compared 
to the total 
volume. Smoothed 
by a 10 day 
moving average. 
The results are 
shown as a 
percentage. 

Sentiment Trader G&PM Indicators: 
 

 
 
Preferred G&PM accumulation periods occur when the Gold Hedgers Position (i.e. Gold Net Commercial 
Position on the COT) rise-up (i.e. become less negative / less short) from the red dotted line to around -100k.  
This data is updated from the Commitment of Traders (COT) report released every Friday with data as of the 
proceeding Tuesday COT close. 
 
Since the summer of 2015 the long gold, long 10-year US treasury trade bonds has basically been one in the same 
(silver and treasury bonds have moved in tandem as well).  Investors saw gold rally from $1,045 to $1,375 (silver 
from $15 to $21) as 10-year treasury yields fell from 220 bps to less than 140 bps.  As the momentum of this trade 
gained steam, we saw Commercial traders (principally the large money center / bullion banks) aggressively 
position themselves for gold prices (and silver prices) to decline and for yields to back up.  As usual, the ‘smart’ 

http://www.goldchartsrus.com/gold/charts1/goldndx3aabe.php?ticker=bgmistkndx
http://www.goldchartsrus.com/gold/charts1/goldndx3aabe.php?ticker=huigold
http://www.goldchartsrus.com/gold/charts1/goldndx3aabe.php?ticker=xaugold
http://www.goldchartsrus.com/gold/charts1/goldndx3aabr.php?ticker=bgmistkndx
http://www.goldchartsrus.com/gold/charts1/goldndx3aabr.php?ticker=huigold
http://www.goldchartsrus.com/gold/charts1/goldndx3aabr.php?ticker=xaugold
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money was correct, or able to make themselves look correct, and as Brexit came and went, we have seen gold 
prices fall back to around $1275 (silver has fallen to $18) and yields have backed up to 176 bps.  Commercial 
traders have now backed off their extreme positions which could mean that the next step in the rally in gold, 
silver, and bond prices could be underway shortly. 
 

 
 

 
 

 
 

http://blog.gavekalcapital.com/wp-content/uploads/2016/10/1-Copy-Copy-2-11.jpg


 
30 

 
 

 
 

 
 

http://blog.gavekalcapital.com/wp-content/uploads/2016/10/1-Copy-Copy-3-10.jpg
http://blog.gavekalcapital.com/wp-content/uploads/2016/10/1-Copy-Copy-8.jpg
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Currently Gold Risk Levels are at a reading of 5 which is Neutral (i.e. exactly in the middle between Excessive 
Optimism (i.e. a reading of 8.0 and above) and Excessive Pessimism (i.e. a reading of 2.0 and below)) and as is 
the case with most all sentiment indicators this is a contrarian indicator (i.e. often the best times to buy is when 
recently there has been and still is Excessive Pessimism and thus the risk is low). 
 

 
 
It appears another buying opportunity below the 200-day moving averages on both GDX and GDXJ may occur 
with an Excessive Pessimism reading on the Optix.  Potentially, the first intermediate bottom may occur after nine 
or ten readings of Excessive Pessimism on the Optix since July 2016 to potentially later in October or into 
November 2016 (i.e. see two charts below and note there have already been eight readings of Excessive 
Pessimism on the GDX and GDXJ Optix since July 2016). 
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The question for gold is whether it is ready to continue and likely complete its wave B (circle) rally from late 
2015.  Or will it sink beneath $1,242.65, the October 7 low, before finishing the countertrend rally?  The recent 
move through the fourth wave extreme at $1,277.21 makes a more immediate push back toward new highs more 
likely.  Still, a decline below $1259.41, will be an initial sign that gold next important move is to below 1240.  If 
gold is back in its uptrend, the chart above shows the key resistance levels that should mark the end of another A-
B-C advance. 
 

 
 
Today’s action in silver betrays a more bearish short-term outlook.  Whereas news about the FBI’s re-opening of 
its e-mail investigation on Hillary helped push gold through its October 5 high, silver failed to surpass its 
comparable October 5 high.  What’s more, it is hard to find anything impulsive about its rise from $17.09 on 
October 7.  So, silver may well fall back under this level before any major uptrend to new highs.  Of course, the 
labeling shown here still suggests that silver will muster another rally similar to its A-B-C advance into the first 
week of July, but the likelihood is that this move is not yet underway.  As noted above, risk aversion appears to be 
waxing in the financial markets; a period of weakness in silver relative to gold would fit with this trend. 
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The above charts show that the recent gold and silver price attacks were executed on the COT (i.e. paper 
gold market) and that to date they have not been very successful at shaking out physical gold or silver 
from the ETF holdings.  However, they have been successful at trigger a decline and then stop loss 
orders and then a further decline and so on in the gold and silver mining shares space which has enabled 
the COT gold price attackers to accumulate sizable gold and silver mining share positions (i.e. during a 
real nice sell off). 
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The Gold Market Is a Wildfire Waiting to Happen – John Lambert - GAM 
 
I met with the late founder of GAM (i.e. Global Asset Management) in his London UK Head Quarters back in the 
early 1990 when I was setting up INTAC and I was extremely impressed with the team of investment 
professionals he had assembled.  As you can see below John Lambert has a high top cranium with a good sized 
distance between his eyes… ; ) and more to the point… he has succinctly covered most of the salient points for 
why “The Gold Market Is a Wildfire Waiting to Happen”. 
 
One major international global asset management firm says conditions are perfect for gold prices, comparing the 
market to a potential wildfire that is just waiting for the right spark. 
John Lambert, investment director at GAM -- an investment firm with 
more than $119 billion in assets under management -- said that he sees 
several catalysts that will re-ignite gold’s uptrend. 
 
“It doesn’t really matter what the specific catalyst will be.  Gold has 
the potential to move higher,” he said. 
 
One significant spark that Lambert said he sees in the near term could 
be potential U.S. dollar weakness, adding that the greenback’s current 
strength is based on “fiction.” 
 
Although the U.S. dollar has lost some ground, prices remain near 
seven-month highs. The greenback has remained fairly resilient 
because of Federal Reserve posturing, but Lambert said that it could 
soon change as it becomes clear that interest rates will remain lower 
for longer. 
 
“It’s impossible for interest rates to go up substantially,” he said. 
“Like it or not, we are in a world of trending lower economic growth.” 
 
Not only will the U.S. dollar suffer because of low interest rates, 
Lambert said that global central bank monetary policy has gone as far as it can go and now governments are 
trying to boost economic growth through fiscal policies. However, he said that this will only result in higher debt 
levels. 
 
The response to stagnant growth and higher debt levels could eventually lead to higher inflation, which will 
ultimately be positive for gold. 
 
Another factor that could drive gold prices higher next year is geopolitical uncertainty as Europe faces several 
contentious issues like Italy’s constitutional referendum, elections in France and Germany and continued fallout 
from the Brexit referendum. 
 
Brexit, Lambert said, was the first domino to fall, highlighting rising discontent for globalization. He added that it 
is still unclear what impact that will have on the European economy and the political landscape. 
 
“The point of Brexit is that it proves that populism is here and it is real,” he said. “It highlights that there are 
growing risks to the very fabric of the euro zone. The next 15 months is going to be extremely volatile 
geopolitically and gold could be a political hedge.” 

 

John Lambert, invesment director at asset 
management firm GAM 
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Although Lambert is bullish on gold, he doesn’t have a price target for the yellow metal.  He also said that he 
prefers exposure to gold through the mining sector. He explained that the GAM Global Diversified Fund has a 
5.5% position in the gold sector, which is currently being evaluated (i.e. in consideration of increasing it…) 
following the correction since the start of October. 
 
 
Sprott Precious Metals Watch – October 2016 including my update from their Form; 
 

Sprott Precious Metals Watch - October 2016 
In our September report, we suggested short-term developments in gold markets often distract investors from 
more relevant long-term fundamentals, providing attractive entry points for the nimble-footed.  On October 4, we 
believe just such an investment opportunity materialized in the gold complex.  The spot gold price declined 
$44.28 on the day (3.4%), and 5% for the week (largest weekly decline since September 2013).  As is always the 
case when gold corrects, financial media were instantly replete with naysayers forecasting the end of gold’s 2016 
advance.  In recent days, various investment banks have rushed to reduce their price forecasts toward the $1,050-
to-$1,100 range.  With all due respect to these market participants, we would suggest absolutely nothing of 
substance has changed in gold’s medium- and long-term investment fundamentals. 
 
What caused the early-October backup in the gold price?  First, hawkish comments on 10/3/16 by Cleveland Fed 
President Loretta Mester (2016 FOMC voter) were echoed by Richmond Fed President Jeffrey Lacker (2018 
FOMC voter) on the morning of 10/4/16.  Then, before noon on 10/4/16, media reports surfaced that the ECB 
Governing Council was considering tapering its asset-purchase plan (later denied) and then that the BOJ was 
contemplating market intervention to weaken the yen.  A fair number of human traders and algorithmic computers 
perceived these developments as a potential turning point for global-central-bank easing policies, and sell orders 
were reflexively generated throughout the gold complex.  Once bullion penetrated its year-to-date uptrend, as well 
as the psychologically significant $1,300 support level, technically oriented CTA’s and high-frequency traders 
joined the fray. 
 
We would suggest these knee-jerk trading decisions have presented an especially fortuitous entry-point for 
investors contemplating a portfolio allocation to gold and gold equities.  In short, we view the above quartet of 
early-October news items as little more than jawboning from central bankers stuck in an increasingly awkward 
policy pickle.  Desperate to normalize policy after seven years of extended largesse, central banks are recognizing 
that aggregate debt levels remain too ominous, and economic growth too fragile, to exit from ultra-
accommodative monetary-policy conditions.  While the Fed may ultimately attempt in December its second rate 
increase in ten-and-a-half years, it is important for investors to “see the forest through the trees,” and recognize 
that macro fundamentals supporting the gold thesis only continue to strengthen. 
 
At Sprott, we have long maintained the central thesis for gold is more complicated than a simple hedge against 
inflation, deflation or economic collapse.  We view gold as a mandatory portfolio asset in an investment 
landscape in which paper claims on productive output (stocks and bonds) have wildly exceeded reasonable 
relation to underlying productive output itself (GDP).  In essence, the decoupling of financial-asset valuations 
from any rational underpinning of productive output portends two future developments which are both supportive 
to the gold investment thesis.  First, as the financial system rebalances inflated paper claims back toward 
supporting output, gold should provide prodigious purchasing power protection, as it has in the past.  Macro-
Mavens highlights in Figure 1, on the following page, that even at today’s roughly 2,140 level, the S&P 500 Index 
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still remains 70% lower in gold terms than at its March 2000 peak.  During the past two corrections in the S&P 
500, during which the Index declined 50.50% (3/24/00-10/10/02) and 57.70% (10/11/07-3/6/09), gold provided 
unparalleled portfolio protection.  We expect the next correction in U.S. financial assets to prove no different. 
 

 
The second implication of the contemporary mismatch between paper claims and productive output is inevitable 
official policy response whenever elevated debt levels, weak economic growth, or both, conspire to destabilize the 
enormous global debt pyramid.  Even in the bizarro world of floating exchange rates, central bank debasement of 
fiat currencies is perhaps the most fundamental investment thesis for gold.  Bloomberg highlighted in an October 
16 report that the balance sheets of the 10 largest global central banks now total $21.4 trillion in assets, an 
increase of more than 10% just from the end of 2015!  This aggregate increase accrues largely from the efforts of 
the ECB and BOJ, which together have grown their balance sheets some $2.1 trillion since 12/31/15.  While the 
Fed’s balance sheet has leveled off in the vicinity of $4.5 trillion in recent years, we remind readers that the Fed 
has felt compelled to purchase an average of $48 billion worth of Treasuries and MBS every month during 2016 
to replace maturing paper.  With global-central-bank printing remaining at such a frenzied pace, does the 
investment case for gold really diminish whenever a central banker floats hawkish commentary or the Fed 
attempts an annual 25 basis point rate increase?  We think not. 
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Our investment case for gold rests squarely on global monetary and economic imbalances.  Among the many 
valuable measures in monitoring the gold investment thesis, we have always favored (for its clarity) the Fed’s 
own ratio of Total U.S. Credit Market Debt to GDP (Z.1 Report).  As shown in Figure 2, above, the ratio of 
outstanding claims ($65.066 trillion total debt) to output ($18.437 trillion GDP) in the U.S. today stands at 353%, 
barely below its June 2009 peak.  Contrary to popular belief, there has been no aggregate deleveraging of the U.S. 
financial system in recent years.  Indeed, quite the opposite has been the case.  Since December 2007, total U.S. 
debt has actually grown by $16.259 trillion, an increase of 33.32% (from $48.808 trillion to $65.066 trillion).  
Even more eye-popping has been a 48.34% explosion in nonfinancial credit (from $31.213 trillion to $46.301 
trillion) during the same span.  By way of comparison, U.S. GDP has expanded only $4.362 trillion during this 
entire period.  
 
Demonstrating the levitating effects of QE policies on equities and real estate, the Fed’s measure of total U.S. 
household net worth has expanded by a mind-boggling $31.345 trillion, or 54.31%, since year-end 2007 (from 
$57.718 trillion to $89.063 trillion).  While we recognize the power of cognitive dissonance in all euphoric 
investment cycles, how can any investor rationalize that a $4.362 trillion increase in GDP could support a $31.345 
trillion increase in household net worth?  What magic can create “wealth” seven times faster than output?  Our 
answer remains that central banks have fostered unprecedented and unsustainable inflation in financial asset 
prices.  To those who view gold’s portfolio relevance as muted due to the lack of visible CPI-type inflation, we 
would suggest they are looking in the wrong place.  Central banks have enabled absurd decoupling of paper 
claims from underlying output.  There is already rampant inflation throughout the financial system! 
 
Importantly, we believe central bank policies of ZIRP, NIRP and QE have distorted economic decision making 
for so long that global economic growth has become remarkably unproductive.  Every student of economics 
knows that marginal returns eventually approach marginal costs.  At zero percent interest rates, earnings for all 
economic agents, on average, will eventually approach zero.  Years of mal-investment, plummeting capex, 
declining productivity, and now an extending trend of declining corporate profits all suggest that the global 
economy is misfiring on many cylinders.  Even worse, we believe, the global financial system has become so 
dependent on zero percent interest rates that any move toward normalization will have devastating impact on a 
wide range of financial asset prices.  
 
We are preparing an expanded strategy report which focuses on themes ranging from the broken nature of Fed 
models to the persistent decline in productivity trends to the rise of global populism to signs of incipient inflation.  
To those with a high tolerance for dense topics, we look forward to sharing this piece in coming weeks.  As a 
precursor to this tome, we offer one vignette from Macro Mavens, in Figure 3, below, to summarize our views on 
U.S. economic trends.  One of the most reliable precursors of employment gains has always been the direction of 
corporate profits.  The recently stubborn falloff in corporate profits suggests payroll statistics are about to endure 
significant stress.  Hardly an environment for significant Fed tightening! 
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An Update from the Sprott Asset Management Form: 
 
“We’re looking at a “once in a cycle” opportunity in gold stocks.” 
 
If you’ve been reading my commentaries, you might think those are my words (well they are in fact), after all, I 
went on record in late 2015 and early 2016 and said gold stocks were entering the second half of the secular bull 
market that would ultimately end in a “true mania”, but the above is a direct quote from the Sprott team. 
 
Now, it’s a big deal whenever a top shop gets excited about gold stocks. But it’s a HUGE deal in this case. 
 
You see, Sprott knows the gold market as well as anyone. But they’re not gold bugs. As they put it, they’re 
“agnostic”…meaning they invest where they see the best opportunities to make money. 
 
Right now, they think there’s big money to be made in gold stocks. As you’re about to see, they like gold stocks 
for a lot of the same reasons I do. 
 
• Gold stocks are coming out of a historic bear market… 
 
For much of the last five years, gold stocks were in free fall. 
 
The average gold stock lost 80% of its value during that time. Other companies weren’t so lucky. Their stocks 
went to zero. 
 
Per Sprott, the last downturn “exceeded prior secular bear markets in price magnitude and duration.” In other 
words, it was the worst G&PM bear market we’ve ever seen. 
 
It was such a bloodbath that most all investors gave up on gold stocks for good. But the seasoned investors knew 
gold would rebound eventually. After all, gold is highly cyclical. It experiences booms and busts. 
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• Gold stocks took off earlier this year… 
 
At one point, the NYSE Arca Gold BUGS Index, which tracks gold stocks, was up 156% on the year. After a 
recent pullback, it’s now up “just” 85%. 
 
Those are incredible gains for a short period. A lot of investors see these numbers and think they missed their 
chance to buy gold stocks. 
 
But Sprott says you need to have perspective when thinking about gold stocks… 
 
The chart below shows the last two major gold bull markets since 1970. (If you own gold stocks and are thinking 
about selling them, take a good look at this chart.) 
 
As you can see, the average gold stock gained 760% during the bull market that began in the early 1980’s. During 
the bull market of the early 2000’s, the average gold stock gained 607%. 
 
Also, take a look at the table in the bottom right corner. It says that the last seven gold bull markets have lasted 
about three and a half years on average. The current bull market isn’t even a year old. 
 

 
 
In other words, the current bull market in gold stocks will 1) likely run for a few more years, and 2) the average 
gold stock could head many times higher. 
 
But these aren’t the only reasons that Sprott’s bullish on gold stocks. 
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• Gold stocks are still dirt-cheap… 
 
You can see what we mean in the chart below. This chart compares the stock price of large miners with how much 
cash they generate. A lower ratio means gold stocks are a better deal. 
 
Last year, this key ratio hit its lowest level in decades. This year’s rally lifted the ratio, meaning gold stocks aren’t 
as cheap as they were a year ago. But, as you can see, they’re still historically cheap. 
 

 
 
• Gold stocks are cheap relative to the price of gold, too… 
 
The ratio in the chart below compares gold stocks with the price of gold. The lower the ratio, the cheaper gold 
stocks are compared to gold. 
 
Per this ratio, gold stocks haven’t been this cheap since the early ’80s. (Remember, the average gold stock went 
on to surge 760% over the next decade and a half.) 
 
This means gold stocks have a lot of “catching up to do,” relative to gold. Put another way, the price of gold 
might not have to rise much for gold stocks to skyrocket. 
 

 
 
But there’s more… 
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• The supply of gold is getting tight… 
 
During the last bear market, many gold miners were bleeding cash. To survive, they drastically cut costs. 
 
For a lot of companies, that meant slashing exploration budgets, which is the money they use to go look for more 
gold. 
 
These spending cuts helped many companies weather the storm…but this came at a steep price. 
 
You can see in the chart below that the number of big gold discoveries plummeted after companies slashed their 
exploration budgets in 2012. 
 

 
 
Now, you might think low gold prices also led miners to cut back on gold production. But the opposite happened. 
Last year was a record year for global gold production. 
 
This happened because companies “high-graded” their mines. In other words, they only mined their best deposits. 
They did this because high-quality rock is cheaper to mine and produce than bad rock. 
 
This process also helped many companies survive the last downturn. But, again, it came at a steep price. 
According to Sprott, we may have just reached peak gold production. You can see what I mean in the chart below. 
 
If the gold supply gets as tight as this chart suggests, that could be another catalyst for higher gold prices. 
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• If you don’t already have at least 10% to 20% of your investable net worth in Gold Bullion and gold / 
silver mining stocks, now might be the best time to rebalance your overall net worth asset allocation. 
 
After skyrocketing earlier this year, gold stocks have cooled down recently. The HUI Index was down 31% over 
the past couple of months. 
 
This has some investors worried. But not us. 
 
As I’ve forecasted, it’s natural for gold stocks to take a “breather” after such an explosive start to the year. More 
importantly, the long-term case for gold has never been better. 
 
Governments are still racking up monstrous debts. Central bankers are still printing money out of thin air. And the 
stock and bond markets are becoming more fragile by the day. 
 
The chart below shows how you would have done using three different portfolios over the last 40 years. Portfolio 
1 is made up of 60% U.S. stocks and 40% U.S. bonds. Portfolio 2 is made up of 55% stocks, 40% bonds, and 5% 
gold. Portfolio 3 is made up of 50% stocks, 40% bonds, and 10% gold. 
 
As you can see, you would have earned average annualized returns of 7.53% if you owned just stocks and bonds. 
If you put just 5% of your money into gold, your annualized return would have been 7.63%. If you put 10% of 
your money in gold, your average annualized return would have been 7.71%, which is 0.18% higher than 
Portfolio 1’s annualized return. 
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Now, 0.18% might not sound like much. But this tiny improvement can make a big difference over the course of 
40 years. Also, Portfolio 3 had a much lower standard deviation (9.32%) than Portfolio 1 (11.27%) over this 
stretch. In other words, a little gold can significantly reduce the amount of volatility you experience as an 
investor. 
 
We encourage investors to put 10% to 20% (depending on their individual circumstances and the macro economic 
environment) of their investable net worth in a mixture of Gold Bullion (and a small portion in Silver Bullion) and 
gold / silver mining companies at this time. 
 

 

 
 
Gold Fund Legend - John Hathaway – Tocqueville Gold Strategy Investor Letter 16-Q3; 
 
During the third quarter of 2016, gold and gold mining shares consolidated in a narrow range following 
substantial gains in the first half of the year. On a year to date basis (9/30/16) gold bullion rose 24% while most 
gold mining shares gained 3x-4x the gold price. 

During the first few days of October, the gold price broke sharply lower beneath the consolidation range of the 
third quarter. The decline in gold accelerated after breaking through technical support zones clustered around 
$1300/oz. in only a few days.  High frequency and short term momentum traders piled on as they typically do 
when technical support is breached. Intense short selling by these players accelerated the market decline.  
Bearishness has replaced the euphoria and overconfidence that dominated only a few months ago in early July.  It 
must be remembered that these short-term gyrations reflect synthetic or paper trading, which we have discussed 
frequently over the past two years, and is almost completely disconnected from flows of physical metal. 

Long term, we don’t think this washout signals a structural change in gold’s outlook; it may have been a clean-out 
of weak holders as prices recalibrate lower towards physical support from Asian buyers.  The correction of the 
past few days coincided with an absence of Chinese buyers due to the “Golden Week” holiday there.  “With 
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China (by far the largest buyer of physical gold) closed, the markets were open for rampant manipulation, which 
is exactly what happened as several billion dollars in paper assets were dumped.”  (Zero Hedge Oct. 9, 2016) As 
noted in the October 10 Belkin report, “who sells $22 billion of gold for maximum market impact over a very 
short period?  The global monetary cabal (central banks, BIS) have a long history of suppressing gold prices 
because a rising gold price discredits their legitimacy.  But never mind, gold is still up 18% year to date …even 
after last week’s intervention.”  As the charts below show, this intervention was very like the previous two years.  
Paper losses inflicted by synthetic speculators during Golden Week were recouped in the subsequent trading 
sessions. 

 
 

 
 

 
Source: ZeroHedge.com 

To us, it looks like a bull market shakeout triggered by worries over rising interest rates and perceived lack of 
action by central bankers, especially in Europe, to expand monetary stimulus in response to a growing banking 
crisis at Deutsche Bank, Unicredit, etc., all orchestrated with virtually no physical gold being transacted.  We 
would expect to see a sharp reduction in speculative COMEX long positions over the next few weeks as 
confirmation that the shakeout has run its course. 

One must ask whether anything has really changed in terms of the investment rationale for gold.  In our opinion, 
gold began a second leg of a long term bull market at the end of 2015.  Bull market shakeouts are a regular feature 
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of longer term price advances and serve to restore the component of doubt necessary to reconstruct the wall of 
worry characteristic of all bull markets. 

In our opinion, systemic risk continues to grow in a stealthy manner and is only manifested episodically, as in the 
current European banking crisis and in the fragmentation of the political consensus that was once the foundation 
for the Eurozone and the euro itself. Investors in gold should find reassurance in the palpable decay of investor 
confidence in central banking and radical monetary policy.  There is scant reason, in our opinion, to expect 
waning confidence to revive.  In fact, there is substantial evidence to suggest that ultralow interest rates, 
ballooning fiscal deficits in Western democracies, and competitive currency devaluations are jelling into a 
negative feedback loop for global economic growth.  We believe the most likely macroeconomic scenario for 
years to come is a Japanese like twilight zone that oscillates between feeble growth and periodic downturns. 

In our opinion, numerous catalysts are aligning to stoke broader interest and a renewed advance in gold prices: 

• Spreading loss of confidence in central banking, both from investors and policy insiders. Trial 
balloons to eliminate cash, ramp up fiscal deficits, and push nominal interest rates below the 
zero bound seem to proliferate.  Commentary in main stream financial media openly questions 
the efficacy of ultralow interest rates and QE to stimulate economic growth.  

 

• Interest rates appear set to rise on a schedule not orchestrated by the Fed but by the financial 
markets.  Both political candidates favor fiscal stimulus that will inflate deficits at a time when 
non US buyers of treasuries, a principal source of demand in recent years, have been in a 
liquidation mode for the past twelve months.  In our opinion, a continuation of rising interest 
rates will lead to steep capital losses for holders of low to negative yielding sovereign debt, and 
cause considerable collateral damage to equities. 

• Global gold mining production, in our opinion, appears locked into an irreversible decline for 
the next 5 to 10 years. Because exploration has slowed sharply, there are fewer new deposits to 
mine.  Industry reserve life is dwindling.  Barriers to new mine construction seem more 
formidable than at any time for the past twenty years. 

• The US economy is cruising at stall speed on a best-case basis and more likely teetering on 
recession.  Should interest rates rise at this precarious juncture, monetary policy, perceived to 
be in a tightening mode, could be forced into another phase of QE or even more radical 
measures. 



 
47 

• Gold is extremely under owned in Western investment portfolios.  Because supplies of above 
ground stocks normally available to satisfy Western investment demand have been severely 
depleted by flows to Asian investors, the price dynamics could be explosive. 

• Gold has enjoyed a stealth bull market since the advent of radical monetary policies around 
2000.  As the chart below shows, gold has been the best performing asset class since then, a 
fact that is completely unrecognized by main stream media and conventional investors.  The 
painful correction from 2011 to year end 2015 camouflaged gold’s strength and explains why 
most investors remain complacent as to systemic risk, intellectually understanding the 
unsustainability of radical monetary policy but unmotivated to seek gold’s protection. 

 

It seems unlikely that the long-term erosion of investment confidence, the onset of a secular bear market in 
financial assets, and further advances in the stealth bull market for gold will take place in a linear fashion.  There 
are bound to be shakeouts and fake outs along the way to camouflage the underlying reality that the global 
financial system as we know it is in extremis.  We also believe that the current sharp correction in the precious 
metals complex is a setup for another major advance toward new highs in metal and share prices.  We therefore 
recommend taking advantage of current weakness to build or establish new positions. 

The following PDF link contains numerous charts related to the gold market and is a must view: 
Tocqueville Gold Monitor [pdf] http://tocqueville.com/sites/default/files/3Q16GoldMonitor.pdf 
 
John Hathaway 
Senior Portfolio Manager 
© Tocqueville Asset Management L.P. 
October 12, 2016 
 
 
Investment Strategies to Maximize Your Capital Growth and Overall Net Worth; 
 
It’s Time to Rebalance Your Overall Asset Allocation: 
 
We have been urging INTAC clients to take advantage of the enormous potential upside returns that remain 
available in our G&PM holdings (e.g. G&PM Mining Shares/Funds/ETF’s, et cetera) through a standard 
investing-101 financial rebalancing of your overall net worth asset allocation and/or through your own dollar cost 
averaging strategy. 

http://tocqueville.com/sites/default/files/3Q16GoldMonitor.pdf
http://tocqueville.com/sites/default/files/3Q16GoldMonitor.pdf
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We continue to advise that together we can implement a dollar cost averaging investment plan (i.e. also a standard 
investing-101 finance plan that works) for your capital contribution(s) and will only accelerate this investment 
plan if an agreed pull back in our sought after G&PM investments occurs (i.e. a -30% pull back has just occurred 
and now is the time to beat GAM and all other Smart Money investors to the liquidation sale before these 
tremendous bargains are sold out), and as such your paper work and contributions should be completed now, and 
we suspect this will present the last chance for INTAC clients to purchase the G&PM sector at these amazing 
valuations which offer massive upside return potential. 
 
Many INTAC clients have done just this over the past several quarters and have now realized massive gains in 
doing so.  We most recently used the pull back in May/2016 to fully invest all clients who had recently completed 
their average down strategy paper work and contributed capital to their investment accounts.  Now at the end of 
October clients are being given an opportunity to buy in at attractive valuations. 
 
CONGRATULATIONS TO ALL CLIENTS WHO HAVE ALREADY ACTED ON OUR ADVICE TO 
REBALANCE THEIR OVERALL NET WORTH AND AVERAGE DOWN INTO THE G&PM SECTOR!  
YOU DESERVE YOUR INTAC WINDFALL GAINS IN 2016-YTD AND WE BELIEVE IT’S ONLY THE 
BEGINNING! 
 
As an indication of the stellar returns that can be achieved by acting near the bottom of a bear market or at the 
first intermediate pull-back consider the HUI’s (i.e. a passive, unlevered, gold and precious metals mining 
company index) rally off the cyclical bottom in 2000 which was a massive +1,708% gain (i.e. 35.31 to 638.59) 
with no leverage. Comparing the recent crash in the G&PM sector and considering the upside from the current 
bottom, which has been more severe in its decline than the 2000 bottom, it is conservative to predict that the 
ensuring recovery for a passively managed, unlevered G&PM index might be between 1,000% to 2,000%. 
 
However, the superior stock selection demonstrated by our active, best of breed fund managers in the G&PM 
sector, domiciled around the world, have proven over time to add significant alpha (i.e. significant excess returns) 
over those achieved by the passively managed indices such as the HUI, of approximately 1.5x to 2.0x the returns 
of a passively managed index. 
 
In addition, INTAC provides a secondary layer of investment management by investing in a short-list of direct 
G&PM holdings (e.g. the best of breed fund manager’s top G&PM ideas), coupled with tactical market timing, 
currency exposure/hedging (e.g. Canadian Dollar exposure et cetera), and the prudent use of margin (e.g. loan-to 
value ratios of approximately 35% to 55%), which has over the long-term produced additional alpha and 
leveraged beta equating to at least 1.5x to 2.0x the returns generated by the G&PM indices. 
 
Therefore, the potential future returns achieved off the current / anticipated cycle bottom in the G&PM sector may 
be anywhere from 2,250% to 8,000% (e.g. 1,000% x 1.5 x 1.5 = 2,250% or 2,000% x 2 x 2 = 8,000%) depending 
ultimately on the amplitude of the recovery in the G&PM sector, the level of alpha achieved by our active, best of 
breed fund managers and the level of alpha achieved by INTAC, and importantly the level of margin and timing 
utilized. 
 
An 8,000% return would be in-line with the outperformance achieved by the Fleming Russia Security Fund after 
the bottom caused by the Russian Default and Devaluation, that INTAC allocated client capital to in 1998/99. It is 
our experience that the most conservative approach to contributing capital to such an investment strategy is 
through a dedicated dollar cost averaging plan (e.g. monthly capital contributions), which tends to smooth out 
performance. This may mean setting aside capital from monthly earnings, selling depreciating or non-performing 
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assets (e.g. a boat or a second car), or rebalancing out of other asset classes such as general US equities, Biotech, 
NASDAQ 100 investments, and/or reducing exposure to bonds/fixed income investments, and rebalancing into 
the G&PM sector. 
 
We are confident that there hasn’t been a better time to rebalance your overall asset allocation, and average down 
into the G&PM sector, since the year 2000.  However, we remind our clients that their total market value 
exposure to the G&PM sector should ideally be 10% to 20% with a maximum limit of 30% of their investable net 
worth and the selected percentage is dependent upon the macroeconomic environment and their individual 
circumstances.  Given the current macroeconomic environment and market conditions we believe that an 
overweight position in G&PM sector is prudent (i.e. 20% or possibly up to 30% in certain circumstances).  We 
encourage all clients to review their entire asset allocation (e.g. private wealth management accounts (INTAC 
among others), 401K/RRSP’s, pensions, stock accounts, real estate holdings, cash accounts, private business 
holdings, private assets, et cetera) to determine their investable net-worth and estimate what percentage of that net 
worth is allocated to the G&PM sector.  In general, clients with less than a 10% allocation to the G&PM sector 
should act to contribute capital to their INTAC account to a 10% or possibly 20% allocation and as a reminder 
INTAC does not encourage clients to invest more than 20%, with a maximum of 30% depending on the 
circumstances, of their net-worth into the G&PM sector.  Then Go ‘Old Turkey’ for three to five years as 
discussed in detail in our INTAC Investment Commentary 2016-Q1. 
 

 
 
Again, it is not too late to simply email us, asking us to assist you in completing your paper work, so you can fully 
participate in this developing bull market.  Take a good look at the long-term G&PM chart above where it is self-
evident that even with the rocket launch off the January 19th, 2016 ludicrous valuations nine months ago, yes 
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that’s right we have only been in this new bull market for nine months and they usually last three to five years and 
sometimes longer, and with the recent 30% pull back the G&PM sector can still be purchased at massively 
discounted valuations (i.e. close to the blood on the streets crash lows of 2008)! 
 
In terms of rebalancing out of general equities (e.g. S&P 500) into the G&PM sector (e.g. BGMI/XAU/HUI) now 
is a great time to do this as gold & silver mining companies relative to the S&P 500 are still far cheaper now than 
they were at the 2008 relative low and are only moderately above where they were in the 2000 relative low and 
following this the G&PM sector went on to outperform the S&P 500 by 7X in the following 10 years (see chart 
below)!  We believe a long-term bull market in the G&PM sector relative to general equities has just begun and 
recommend a dollar cost averaging rotation strategy over the balance of 2016 and 2017. 
 

 
 
As gold’s own bull starts powering higher again as investment demand resumes when these lofty Fed-levitated 
stock markets inevitably roll over, the gold stocks are going to soar yet again.  But as usual the only investors who 
will reap the coming massive gains are the prudent contrarians who can fight their own fear to buy low in the 
G&PM sector during this most recent massive correction (i.e. mid-August to mid-October 2016 and potentially 
again later this year if a “W” bottom formation plays out) and sell high in the general equities sectors (e.g. 
Biotech, Nasdaq, S&P 500).  Psychological discomfort is a small price to pay for multiplying your wealth. 
 
IT’S NOT TOO LATE - SIMPLY EMAIL US ASKING US TO CONTACT YOU TO DISCUSS ALL 
OPTIONS AVAILABLE TO YOU.  NEW CAPITAL WILL BE DEPLOYED USING A DOLLAR COST 
AVERAGING STRATEGY.  IF YOU STILL HAVE NOT YET ACTED NOW IS THE TIME TO GET THE 
PLAN IN PLACE AND THE PAPER WORK COMPLETED. 
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Additional Research Reports And Video Research Links Which Present The Fundamental Reasons 
For Why The G&PM Sector May Well Produce The Greatest Bull Market In The History of 
Mankind: 
 
Additional Reading Research: 
We will send out additional research files by a separate email(s) which will contain the following information: 

1) 50 Slides for the Gold Incrementum Chartbook 
2) AUY - Company Webcasts 
3) AUY - Presentation DGF 2016 
4) Bill Gross Investment Outlook September 2016 
5) BSPMF - August 2016 BSPM I Class Factsheet 
6) BSPMF - Q3 2016 BSPM Investment Managers Commentary 
7) BSPMF - September 2016 BSPM I Class Factsheet 
8) Capital Economics - EURO Political Events Calendar 
9) Capital Economics - HK and India Gold Imports (Oct 2016) 
10) Capital Economics - Metals Market Monitor (Sep 16) 
11) Capital Economics - Metals Watch (Oct 16) – Trump 
12) Capital Economics - Precious Metals Update - China appetite for gold (Sep 16) 
13) EGO - Denver Gold Forum 2016 Company Webcasts 
14) EGO - Presentation DGF 2016 
15) FOMC - Janet Yellen - Jackson Hole Speech 16-08-26 
16) FOMC Brainard Speech The New Normal & What It Means for Monetary Policy 2016-09-12 
17) FOMC PR Decision 16-09-21 
18) FOMC PR Statement 16-09-21 
19) FOMC Projection Table 16-09-21 
20) In Gold we Trust 2016 (Short Version 16-06-28& you may email me asking for the long version) 
21) INTAC Inv Com - Video Research 2016-Q3 
22) INTAC Inv Com - Web Research 2016-Q3 
23) KGC - Denver Gold Forum 2016 Company Webcasts 
24) KGC - Presentation DGF 2016 
25) Macquarie - Reconciliation and discrepancies of gold flows into China 
26) SBB.TSX - DEV 2016 Company Webcasts 
27) SBB.TSX - Presentation DGF 2016 
28) The Golden Dilemma 13-05-04 (out of date but a good research report) 
29) Tocqueville Gold Monitor 16-Q3 
30) Van Eck - G&PM Commentary 16-09-12 
31) Van Eck - Gold Bull Market Loses Some Shine but Still Healthy 16-10-10 

 
We recommend that clients read this additional research, however by no means is it required, to stay even more 
well informed on the critical considerations that relate to the important decisions that face all HNWI investors in 
regards to rebalancing their overall - net worth / investment - asset allocation and in consideration of their 
allocation to alternative investment strategies and G&PM. 
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Concluding Remarks: 
 
Bottom-Line: Now is still a critical time for your investment accounts.  Assuming we have entered the second half 
of the G&PM secular bull market then 2016-Q4 will most likely be the last opportunity to invest into these 
incredibly cheap G&PM valuations during this bull market. 
 
I have been averaging down with additional capital contributions throughout this once in a generation investment 
opportunity and I’m working hard to sell the final sail boat to average down further and it looks like this capital 
will be deployed on the way back up - at higher levels (e.g. hopefully soon after the recent pull back).  Once done 
with all my final capital contributions over the balance of 2016 then my plan is to go “OLD TURKEY” (i.e. hold 
all my G&PM investments, the original holdings and the new rebalanced and average down holdings, and utilize 
prudent margin as previously advised, until the year 2020 to 2024 to capitalize on the artificial gold crisis and 
make it the best investment opportunity of my lifetime). 
 
We believe now is the time to turn the artificial gold crisis into the best investment opportunity of your lifetime.  
This opportunity is already disappearing very quickly.  Time is of the essence. 
 
 Have you rebalanced your entire net worth to ensure that you have at least 10% in Gold and the G&PM 

sector? 
 Have you averaged down yet? 
 Have you started a dollar cost averaging plan? 
 Have you followed up on our requests to set a meeting for us to discuss your account and all options 

available to you? 
 
Please email me at mplaxton.intac@surfbvi.com to request a date and time when we can discuss your account, 
this opportunity, and all options available to you. 
 
We urge you to consider the investment strategies being employed in the context of prevailing market conditions 
in all your investment and savings accounts to ensure your overall allocation is diversified and prudent for your 
individual circumstances. 
 
We are convinced that our INTAC Global Investments – Private Wealth Management – Global Portfolios are well 
positioned for the medium to long-term and that our current bar-bell strategy – a leveraged overweight in 
allocated gold & silver bullion and precious metals mining shares and related investments with an active 
allocation in and out of cash equivalents / margin, will pro-offer stellar gains on an absolute, relative, and risk 
adjusted basis over the coming years. 
 
 
Best Regards,  
James Mark Plaxton 
James Mark Plaxton B.Sc. Eng. / B.Comm. Minor 

Founder, Executive Chairman, & CIO 
Research Office: 1-284-495-9343 
Cell: 1-284-542-4228 
Skype: mplaxton 
mplaxton.intac@surfbvi.com 
mplaxton@intacglobal.com 

mailto:mplaxton.intac@surfbvi.com
mailto:mplaxton.intac@surfbvi.com
mailto:mplaxton@intacglobal.com
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This Investment Commentary reflects the views of the author as of the date or dates cited and may change at any time.  The information should not 
be construed as investment advice.  No representation is made concerning the accuracy of cited data, nor is there any guarantee that any 
projection, forecast or opinion will be realized.  References to stocks, securities or investments should not be considered recommendations to buy 
or sell.  Past performance is not a guide to future performance.  Securities that are referenced may be held in portfolios managed by INTAC or by 
principals, employees and associates of INTAC, and such references should not be deemed as an understanding of any future position, buying or 
selling, that may be taken by INTAC.  We will periodically reprint charts or quote extensively from articles published by other sources.  When we 
do, we will endeavor to provide appropriate source information.  The quotes and material that we reproduce are selected because, in our view, 
they provide an interesting, provocative or enlightening perspective on current events.  Their reproduction in no way implies that we endorse any 
part of the material or investment recommendations published on those sites. 

Source: INTAC 
Author: James Mark Plaxton 


	In October, the gold market finally suffered the large sell-off that it had avoided for so long and this further corrected the gold / silver stock indices back to their 200-day average with some gold / silver stocks being dragged well below their 200-...
	Gold Daily Oct 2015-Oct 2016:
	My prior suspicion was that the bullion banks (i.e. commercials) would use the thin summer trading months to pressure the gold price and gold / silver stocks down to shake out the late longs / weak hands and accumulate further positions.  However, the...
	This is a very healthy development in a bull market as flushing out the speculators, who do not have the means or resolve to hold the investment long term, takes it from the weak hands to the strong.  Indeed, the commitment of traders report on Friday...
	Such a scenario is consistent with a strong gold market as bond investors struggle to keep up with inflation.
	While the bullion market retreated by 10%, the gold stock universe had a mixed showing.  Some of the stocks which had enjoyed exceptional gains during the first half of the year fell back dramatically, falling as much as 50% or more; others have held ...
	HUI Index November 2015 to October 2016:
	As you will notice, recent trades have taken the level of the index back above the 200-day moving average, perhaps suggesting that the correction is complete or getting close to being complete.  The bullion market too has seen prices firm and it has a...
	The next month or two may potentially be somewhat bearish, as down spikes rarely occur in isolation.  Disappointed longs will sell and anxiety over what’s ahead for gold means a not particularly significant event could catalyze an outsized gold respon...
	However, there are still a lot of gold bulls out there who will buy into dips, muting the slide.  From a chart perspective, there is significant support in the US $1,250 - $1,260 level.  That is the pre-Brexit support platform and could well represent...
	If the $1,250 support level is broken then I suspect the sell-off will be short and sharp with next support around the $1,220 strong support level, and if broken (i.e. unlikely) then the $1,200 support level, and if broken (i.e. very unlikely) then th...
	Currently, 10-yr Treasury Inflation Protected Securities (TIPS) are predicting a gold price closer to $1,400 USD (see chart below).
	Additionally, China is starting to ramp up its buying of physical gold which has been depressed in 2016-YTD and I suspect India will follow due to a strong monsoon season and the advent of the festive weeding & holiday season.  Further, there is very ...
	It’s important to note: as of October 25th, gold is still up 20% this year.  Even if it feels like gold’s rise happened ages ago, precious metals have mostly held onto their gains – and those gains were big enough to absorb corrections.
	Corrections will continue.  Gold will react to economic data (like the recent jobs report, its narrow miss causing much confusion for gold traders) and to the election (Hillary rising is one reason gold is sliding, even though her spending plans suppo...
	A rate hike does seem increasingly likely.  Hawkish Fed members are getting more aggressive in pushing for a move; Jeffrey Lacker, for instance, is openly arguing for a raise right now so that the Fed is ahead of inflation.  And while data continues t...
	So, gold’s ascent may well have to wait until the biggest of these questions – the election and the November/December rate hike – are answered.  We also have the Italy – Constitutional reform referendum on December 4th which is when we will learn if a...
	However, the correction is providing an opportunity to enter gold / silver stocks that we thought got away.
	The question is precisely when to make those moves.
	That’s both tough and easy.  It’s tough – impossible actually – to know exactly when and how this correction will bottom.  It is much easier to look at historic patterns and overlay significant pending events to estimate likely time frames.
	Looking ahead from here, there are a couple pertinent patterns.
	Jordan Roy-Byrne demonstrated this pattern below:
	The chart uses the HUI Index as a proxy for gold stocks and compares today with corrections in 2001, 2002, and 2006.  Each followed a very strong advance, like we just experienced.
	The corrections in 2001 and 2006 show the W pattern, though the 2001 W is more flat.  In 2002 the correction followed a W pattern until falling for a third time.  In all cases above, buying the first bottom and/or the second bottom (i.e. if it occurs ...
	History doesn’t repeat, but it does rhyme.  The rhyming pattern to note is that corrections often don’t have V shaped or flat bottoms; they often oscillate, often twice but potentially thrice (or otherwise).  Be aware such oscillations are potentially...
	The durations are also interesting – the 2001 and 2006 corrections lasted 5 months, which takes us from early August (when HUI peaked) through to early January 2017.
	Of course, when it comes to gold, the metal itself is only part of the equation.  Also important are the US dollar and interest rates.  The dollar was also a main culprit behind gold’s October slide.  The US Dollar Index gained 2.6% in the first two w...
	Why the rise?  Largely because the British Pound has been getting hammered since Theresa May started talking about Brexit realities: timelines for negotiations and her preference for a “hard Brexit” to speed things along.  When one currency declines a...
	It is interesting to note that since the dollar broke out to the upside that gold has stayed stable instead of selling off during the dollar continuing rally.
	However, the dollar cyclical rally is starting to get long in the tooth as it is coming into its ninth year and cycles (i.e. cyclical low to high followed by cyclical high to low, etc.) typically last about eight years in the dollar (e.g. 1992 low the...
	Gold is breaking out or close to breaking out in many currencies and the US Dollar gold price should follow in due course:
	As for rates, US data continues to be middling.  The market hoped for some clarity on inflation with the release of the September Consumer Price Index, but the numbers were nonchalant.  Headline consumer inflation rose 0.3% month-over-month as expecte...
	Expectations aside, it is notable that the core rate has now stayed above 2% year-over-year for eleven months.  Stronger oil prices should add to headline inflation going forward, so inflation has met the Fed’s target.
	Inflation, however, is one of three targets the Fed says need to be met for a rate hike.  The other two are unemployment below 5%, which has been essentially the case for some time now, and GDP growth of at least 2%, which is looking less and less lik...
	I’m not sure the GDP miss matters.  What is on the line right now is Federal Reserve credibility.  And if that sounds familiar, it’s because we had this exact conversation around this time last year, leading up to the December meeting where Yellen and...
	The situation was strikingly similar.  The dollar was very strong, having retained its big 2014 move to stay above 93 all through 2015.  That greenback strength was all but preventing inflation and hurting US corporations.  Raising rates supports the ...
	A year later, the same thing.  Dollar strength is hurting earnings for multinational US companies, hampering inflation, and slowing GDP growth, but Yellen has a credibility problem and so a rate hike is likely.
	(click to view a live version of this chart)
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