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Dear Global Investor,        October 30th, 2017 
 
 

RE: INTAC Investment Commentary 2017-Q3 
 
 
HIGHLIGHTS: 
 
 As forecasted in our 2017-Q2 investment commentary Gold/Silver & Precious Metals Mining Shares & Related 

Investments (“G&PM”) continue to mostly trade in a range with whipsaw market action.  INTAC continues to 
invest on the premise that the next major advance may start at any time (e.g. over the coming quarters) while 
also employing active risk management.  During this whipsaw market INTAC had a positive period return and 
INTAC has still maintained our significant outperformance in 2017 YTD (i.e. that we built earlier in the year) 
and this outperformance is in addition to INTAC’s stellar outperformance in 2016; 
 

 INTAC’S AGGRESSIVE INVESTMENT ACCOUNTS INCREASE THE YTD GAIN TO +42.05% from 
December 31st, 2016 to October 13th, 2017 (“YTD”) while up +2.20% from July 18th, 2017 to October 13th, 
2017 (“STD”) dramatically outperforming YTD the S&P 500 (i.e. 14.04% YTD & 3.76% STD), Gold Bullion 
(i.e. 13.24% YTD & 5.02% STD), Global X Silver Miners ETF “SIL” (i.e. 6.88% YTD & 0.82% STD), VanEck 
Vectors Gold Miners ETF “GDX” (i.e. 13.96% YTD & 7.68% STD), VanEck Vectors Junior Gold Miners ETF 
“GDXJ” (i.e. 9.73% YTD & 5.13% STD), the Gold Bugs Index “HUI” (i.e. 11.22% YTD & 7.38% STD), and 
the leveraged comparable ETF’s Direxion Daily Gold Miners Index Bull 3X “NUGT” (i.e. 15.38% YTD & 
16.06% STD) and Direxion Daily Junior Gold Miners Index Bull 3X “JNUG” (i.e. down -13.26% YTD & 
9.44% STD); 
 

 As previously stated, this G&PM bull market will likely remain very volatile in 2017 (e.g. with both trending 
downside and trending upside volatility) and is becoming far more selective in terms of gold and silver mining 
shares performance, which is now favoring experienced active investment management in the G&PM sector; 
 

 The second major leg up in the G&PM bull market is likely to begin within the next quarter or two, however, 
there may continue to be some whipsaw action prior to its commencement.  That said, the second major leg up 
may have already begun for some select gold mining equities; and 
 

 This G&PM secular bull market may become the greatest bull market ever by the year end 2020 to 2024. 
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CONTAINED IN THIS INVESTMENT COMMENTARY: 
 

- INTAC Performance Review; 
 

- INTAC’s Summary Outlook and Chart Review for G&PM; 
 

- Highlights from Value Add G&PM Fund Manager Commentary and G&PM Investment Research; 
 

- List of Additional Research Reports and Video Research Links; and 
 

- Our Concluding Remarks. 
 
 
INTAC Performance Review: 
 

Investment 2017 STD % Chng 
(July 18, 2017 – 
Oct 13, 2017) 

2017 YTD % Chng 
(Dec 31, 2016 – Oct 
13, 2017) 

2016 YTD % Chng 
(Dec 31, 2015 – 
Dec 31, 2016) 

INTAC Investment Philosophy Aggressive 2.20% 42.05% 111.17% 
INTAC Investment Philosophy Balanced to Aggressive 2.19% 26.76% 79.97% 
INTAC Investment Philosophy Balanced 2.19% 18.58% 60.11% 
INTAC Investment Philosophy Cautious to Balanced 2.17% 11.34% 32.71% 
S&P 500 Index 3.76% 14.04% 9.54% 
Gold Bullion Spot Price 5.02% 13.24% 8.47% 
Global X Silver Miners ETF (SIL) 0.82% 6.88% 73.47% 
VanEck Vectors Gold Miners ETF (GDX) 7.68% 13.96% 52.48% 
VanEck Vectors Junior Gold Miners ETF (GDXJ) 5.13% 9.73% 64.24% 
Gold Bugs Index (HUI) 7.38% 11.22% 63.98% 
Direxion Daily Gold Miners Index Bull 3X (NUGT) 16.06% 15.38% 57.33% 
Direxion Daily Junior Gold Miners Index Bull 3X (JNUG) 9.44% -13.26% 79.71% 

The above INTAC returns are for all client accounts including all fees and all expenses for all clients whom did not change their investment philosophy and/or client margin and/or contribute / redeem capital 
from their investment account during the period.  Investment returns may vary (i.e. higher or lower) from those listed above for clients whom made such changes / alterations over the period.  Returns are 
calculated by Mark Andrew Robinson (CEO & Compliance for INTAC) and verified annually by Deloitte & Touch. 

 
INTAC has significantly outperformed every G&PM fund, G&PM ETF, and G&PM Index, we are aware of, in 
2017 YTD and in 2016.  Further, INTAC’s Book had significant exposure to cash equivalents and an allocation to 
Gold & Silver Bullion at opportune times in addition to our overweight – concentrated – and periodically leveraged 
exposure in gold and silver mining shares and related investments (i.e. held in the INTAC Growth Portfolios), and 
as such our relative risk adjusted returns are even better. 
 
As shown above, the INTAC Investment Philosophies; Balanced, Balanced-Aggressive, and Aggressive, which are 
more relevant to the overall G&PM sector and our proposed Fund launch, have significantly outperformed all 
G&PM Indices and ETF’s in 2017 YTD and this is after the significant outperformance achieved by INTAC in 
2016.  We expect our proposed Fund launch will be managed initially in line with the Aggressive and over time the 
Balanced-Aggressive Investment Philosophy. 
 
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 excellent in 2016 and in 2017 
YTD.  We are most pleased that in 2017 this outperformance continues to be achieved while holding significantly 
reduced leverage at opportune times and in some instances no leverage and on occasion significant positive USD 
cash holdings and Gold & Silver Bullion holdings, which translates into even greater risk adjusted returns.  Over 
the past quarter we employed very little leverage until very late in the quarter and we will continue to actively 
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manage leverage through precious metals mining companies which we believe to have the best assets, highest 
quality management (i.e. whom demonstrate a commitment to paying returns to shareholders and have their interests 
aligned with shareholders), and which exhibit tremendous value! 
 
The outperformance in 2017 YTD is primarily due to a combination of my market timing system, that has been 
effective in increasing and reducing leverage and building significant USD cash reserves at opportune times over 
the period, and in part the implementation of my new relative value trading system.  I have developed a relative 
value trading system that evaluates the top - core - long term – G&PM mining share holdings of our best performing 
active gold and precious metals fund managers relative to GDX and GDXJ with the objective to go long these 
mining shares and short the ETF(s) in equal dollar amounts at relative undervaluation extremes with due 
consideration to any potential changing fundaments of the G&PM mining shares.  Bottom line - my relative value 
trading system has assisted my market timing system in pro-offering the significant excess returns / alpha achieved 
in 2016 and 2017 YTD.  The slight under performance relative to the unleveraged ETF’s in 2017-Q3 is a result of 
a whipsawing market in 2017 and the periodic application of leverage followed by active risk management as well 
as the underperformance of a few holdings that we are building positions back into that exhibit tremendous value 
on a medium-term time horizon.  However, we believe a sustainable second major leg up is approaching and when 
it occurs the effective application of leverage (i.e. with a constant eye on risk management) should again pro-offer 
significant, possibly stellar, outperformance. 
 
Our allocation to active G&PM fund managers continues to provide excess returns / alpha relative to our allocation 
to passive G&PM ETF managers (e.g. GDX, GDXJ, and SIL) as of 2017-Q3.  We expect this to continue over the 
coming years as active G&PM stock selection, country rotation, market capitalization rotation, and expertise and 
access to G&PM junior and micro-cap mining companies becomes more critical to performance. 
 
As happy as we are with the outperformance in 2016 and in 2017 YTD we remind investors that it will not be a 
straight-line rally and there will continue to be significant volatility in the G&PM sector (i.e. as there has been in 
2017-YTD, 2016, and all years prior with both trending upside volatility and trending down side volatility) and that 
our remaining intended investment time horizon, for our overweight – concentrated – often leveraged exposure to 
G&PM held in the INTAC Growth Portfolios, remains until the year end 2020 to 2024 year-end.  We believe the 
second half of the secular G&PM bull market has most likely started.  Further, we believe the G&PM sector will 
produce the greatest bull market ever by 2020-YE to 2024-YE, driven by the fundaments presented at length in our 
prior correspondence and again in this investment commentary. 
 
 
INTAC’s Summary Outlook and Chart Review for G&PM; 
 
In my past 2017-Q2 INTAC Investment Commentary and my prior commentaries (e.g. since approximately 2004) 
I have covered in great-detail our rational for believing that G&PM are in a 20 to 25-year secular bull market.  We 
believe this G&PM secular bull market experienced a mid-secular-cyclical-correction (i.e. approximately five years 
from 2010-YE to 2015-YE) that bottomed on January 19th, 2016 and that G&PM have begun the second half of the 
secular bull market which should last until 2020-YE to 2024-YE.  In this regard, G&PM have completed the first 
leg up, of the second half of the secular bull market, from January 19th, 2016 to August 2016.  Since August 2016 
we believe G&PM are in the process of completing the first intermediate correction and consolidation phase and 
should soon begin (e.g. in the next quarter or so) the second leg up and this should provide stellar gains.  Ultimately, 
we believe, by 2020-YE to 2024-YE, this G&PM secular bull market should end – with a mania phase - blow of 
top - at price levels that are currently un-imaginable. 
 
We have reviewed the fundamental drivers of this secular G&PM bull market in great-detail over the past several 
years and I have included in this commentary highlights from some of the world’s best G&PM fund managers and 
independent research firms (e.g. BCA) which again covers the fundamental drivers of this secular G&PM bull 
market.  
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As a picture says a thousand words, below, I have provided my review and analysis of numerous updated G&PM 
related charts: 
 

 
 
We believe the second half of the G&PM secular bull market began at the end of 2015 for gold and January 19th, 
2016 for gold mining shares and will run until the year end 2020 to year end 2024. 
 

 
 
The above pennant formation upside breakout for the gold price may be a short term fake out in that the price may 
trace down the upper long term trendline to the apex or potentially below prior to a sustainable upside breakout.  
The 140-month moving average currently at $1,174 and rising at a rate of approximately $15 per month should 
provide solid support on any further potential gold price weakness. 
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However, once a sustainable upside breakout above the long-term pennant formation upper trendline occurs the 
projected potential gold price target is $2,443 (i.e. 1200 + (1924-681))! 
 

 
 
Prior to the next major advance in the gold price additional support maybe be found at the trendline for the entire 
secular bull market which is currently between $1,200 to $1,250. 
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As shown in the chart above multiple gold price supports exist between $1,272 to $1,212. 
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As seen in the weekly gold price chart above there is further support in the $1,250 to $1,180 price range.  Also note 
the massive Inverse Head & Shoulders Formation in the gold price that may require a little more right-shouldering 
and if the gold price then breaks meaning fully above the neck line at approximately $1,350/$1,375 then the 
projected gold price target is $1,650/$1,700. 
 

 
 
However, it is possible the gold price will slowly work its way down the upper trendline towards the apex and then 
breaks lower for a brief period or alternatively the gold price may be smacked down by the banks below both the 
upper and lower pennant trend lines to run the stops prior to the next major advance in the gold price occurring. 
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As shown in the chart above the shorter-term gold price trend line support currently resides at $1,200 but is rising 
towards $1,225 over the next two to three months. 
 

 
 
Separating, the forest from the trees… the BIG PICTURE… indicates that the USD most likely started a multi-year 
decline (e.g. 7 years) at the end of 2016 / beginning of 2017 and the recent strength in the USD is likely a counter 
trend rally from oversold conditions (e.g. which may run for a while…). 
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On an intermediate term basis, based on the weekly chart above, a continuation of the current upside breakout of 
the gold price (i.e. the gold price holds above the stepper upper trendline) yields an initial target of $1,532 over 
time. 
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The above chart of GLD (i.e. the gold bullion (in theory…) ETF), updated from my past quarter’s commentary, 
shows a breakout occurring.  However, it is possible price may retrace the upper trendline down to the apex or 
briefly break below before a sustainable second leg up may occur. 
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Prior advances in GLD had the 50% Fib for that advance occur slightly below and slightly above the top of the 
“advance prior to that”, which if this were to occur again, projects an approximate target of 325 for GLD (i.e. which 
is off the top of the chart above). 
 

 
 
In the early part of the first half of the secular bull market in gold (i.e. from 2001 to 2003-YE) gold mining shares 
significantly outperformed gold (i.e. gold mining shares increased 389% more than the price of gold increased).  
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This outperformance of gold mining shares relative to gold occurred in three major steps and currently the chart 
above looks very similar to the end of 2001 prior to the second major advance in the gold price and gold mining 
shares. 
 

 
 
Further, gold mining shares relative to gold are still extremely cheap even after the massive first leg up in G&PM 
from January 19th to mid-August 2016 (i.e. in mid-August 2016 the ratio of gold mining shares relative to gold was 
still only around the 2008 crash low)!  Since mid-August 2016 gold and its mining shares have corrected and 
consolidated with mining shares underperforming.  Now gold mining shares relative to gold are reaching oversold 
conditions on the 14-day RSI at a time when they are far cheaper than the relative low in 2008 and very close to the 
relative low in late 2000 (i.e. at the start of the first half of the secular bull market). 
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It might be that gold does not sustainably begin its second major leg up for another month or two or more, however, 
gold mining shares often lead gold at critical turning points, but not always, and it would not surprise me if gold 
mining shares lead gold in the second major leg up in the second half of the G&PM secular bull market. 
 

 
 
General equities are in overbought territory with the 10-Month RSI well above 70 and the Full Stochastics not 
having declined to below 20 for almost nine years.  The prospects for G&PM and its price behavior today appear 
like those of the early 2000’s.  G&PM have been advancing for nearly two years for no obviously apparent reason.  
What we know is that the financial markets are bulging with systemic risk.  Financial-asset valuations by many 
measures are at all-time highs and the associated sentiment measures are also at extremes.  (Please see “EWI 
Theorist Part VII December 17-10-23” in our additional research emails for full details on the extreme financial-
asset valuations and sentiment measures that are associated with impending market tops in general equities, bonds, 
and real estate.  The “EVERYTHING BUBBLE” is getting closer to popping.) 
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We continue to advocate dollar cost averaging out of general equities, bonds, and real estate investments and 
building cash holdings including gold & silver bullion with an allocation to precious metals mining shares.  On a 
three to seven-year horizon we would much rather be buyers of the Philadelphia Gold & Silver Mining Index then 
the S&P 500 Index.  INTAC’s actively managed G&PM strategy has significantly outperformed the S&P 500 Index 
over 2016 and 2017-YTD and we expect this outperformance to become massive following a sustainable top and 
down turn in the S&P 500 Index. 
 

 
 
Gold mining shares are still very-very cheap relative to general equities.  Looking at gold mining stocks in 
comparison to the broad market, it becomes evident that the gold sector has been viewed with extreme skepticism 
since 2011.  Currently the ratio stands at the same level as in 2001, when gold was trading at USD 300/oz and the 
great bull market had just begun (see chart above).  Timing appears to be getting closer for the start of the second 
major leg up in G&PM bull market. 
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The Gold Miners Bullish Percentage Index pulled back to a level at the end of 2016 that supports a potential bottom 
and the current reading and recent basing pattern bodes well for a turn back up in G&PM. 
 

 
 
The ratio of the junior relative to intermediate G&PM mining companies often is a good leading indicator for rallies 
in G&PM.  This ratio just reached its major trendline support and the 14-day RSI just touch an oversold extreme at 
30.  Together these portend a rally, in junior relative to intermediate G&PM mining companies and the overall 
G&PM sector, is near. 
 

 
 
In a G&PM bull market it is nice to see Money Managers get flushed down to 150 or lower (i.e. red line in the chart 
above) on the Gold COTs – Disaggregated Futures & Options.  This may have occurred after the past data set (i.e. 
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as of October 24th presented in the chart above) come October 31st data (i.e. which will be released on November 
3rd, 2017). 
 
It is difficult to predict short-term price gyrations for any market, especially the G&PM market, however, we have 
been wanting to add to core positions, we had previously lighted up on at higher levels, upon weakness and have 
recently been given the opportunity to do so.  Further, on a general precious metals mining shares basis (e.g. XAU), 
we see excellent value at these levels. 
 

 
 
We dedicate most of our attention to focusing on investing over the medium to long term.   
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In this regard, I find it wise to take a step back from the trees to see the whole forest, so to speak, to get a better 
view of the bigger picture.  One method I use for doing this is to remove the price action and merely look at the 
long term moving averages.  In the long-term weekly chart of the XAU above it is clear to us that G&PM have 
begun a bull market (i.e. following the worst ever bear market from 2011 to 2015 inclusive) and are likely to (e.g. 
within the next quarter or so) commence the second major leg up in this G&PM bull market.  The chart below for 
the Philadelphia Gold & Silver Mining Shares Index (XAU) lists a target range of 140 to 160 for the XAU to achieve 
in the second major leg up of this G&PM Bull Market. 
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So far there has only been one major leg up that lasted about six months (i.e. January 19th, 2016 to the begging of 
August 2016) followed by the current 14 ½ month correction and consolidation and we expect that when the second 
major leg up commences it will match that of the first major leg up (i.e. in magnitude).  We also expect that there 
will be many major legs up in this G&PM Bull Market and it will significantly exceed the 5X gains achieved by 
the XAU from the end of 2000 to the end of 2007. 
 

 
 
As seen in the XAU chart above, following every Intermediate Cycle Low there was a massive rally with the XAU 
gaining between 1.5X to 4X in value.  Further, these gains do not include the Alpha generated by INTAC though 
G&PM market timing and/or G&PM relative value investing, and/or the Alpha generated by our active G&PM fund 
managers through stock selection, market capitalization rotation, and/or country rotation. 
 
Also, these earlier gains were during a secular bear / trading range market (i.e. from 1980).  So, 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 and 
enter a mania phase. 
 



 
19 

 

 
 
If G&PM are about to advance into the second half of a secular bull market like in the 1960 to 1980 secular bull 
market, after a very long and protracted range trading market, then the potential upside is absolutely mind boggling 
(e.g. 3,000%) as shown in the charts below. 
 

 
 
The updated chart below shows the BGMI consolidating (i.e. the first major leg up in this current G&PM Bull 
Market) around the 500 level potentially in preparation for the second major leg up. 



 
20 

 

 
 
The attacks on the gold and silver price and gold/silver mining shares that began in late 2012 / early 2013 by the 
central banks and their banking cartel have significantly suppressed the prices of gold/silver mining shares (see 
chart below).  It will be interesting to see if a market as global / broad based and deep as the gold market is able to 
overcome such attacks and manipulation in the coming years and if so then what the reversion to fundamentals 
would do to the gold and silver price and their mining shares. 
 

 
 
  



 
21 

 

Highlights from Value Add G&PM Fund Manager Commentary and G&PM Investment Research: 
 

John Hathaway - Senior Portfolio Manager - 
Tocqueville Asset Management L.P. 
 
Gold appears to have formed a solid base since bottoming at year-end 2015 at $1,060.00/oz. Through 9/29/17, the 
metal’s price increased 11.10%, even after a sharp pullback from its early September 2017 high of $1355. As of 
September 30, 2017, the price stood at $1280.15, 20.75% above its low at year-end 2015. 
 
In our view, gold and the precious-metals complex is in the early stages of a dynamic up- cycle that will match or 
exceed the run from 2000 to 2011. Downside appears limited; the greatest challenge for investors will be to muster 
the necessary patience to hang on until the up-cycle becomes more assertive and evident. 
 
Gold is deeply out of favor and dramatically underrepresented in the portfolios of wealthy families and institutions 
in the Western world. Gold mining shares have uncharacteristically barely kept pace with the gold price (GDX, 
the most commonly followed mining-share ETF, has risen 13.96% from December 31st to October 13th, 2017). 
This tepid performance relative to the metal is one of many signs of prevailing negative sentiment. Despite modest 
gains year-to-date, gold mining shares remain sold out and very cheap in light of their upside potential, which will 
be driven by their own fundamentals as well as those affecting the gold price. 
 
Unsound monetary policy is the most important driver of our gold thesis. The exit from radical monetary policy 
will be difficult, if not impossible. On this point, we recently had an off-the-record conversation with a former 
governor of the Fed, who wholeheartedly agreed with this assessment. 
 
Gold is an efficient hedge against the real possibility that the Fed will be unable to exit its super-easy stance 
without triggering significant disruptions in financial asset valuations, imperiling already weak economic 
momentum, and destroying any pretense of fiscal sanity. A 1% rise in interest rates increases the federal deficit 
by 25% to 3.9% of GDP. The fiscal vulnerability is underscored by the fact that 50% of the debt matures in less 
than three years. 
 
The US debt-to-GDP ratio is now 106%, a level that has historically been economically destabilizing to other 
countries and that has often led to blatant monetary printing and currency destruction. It is not just a U.S. problem, 
world-wide global debt burdens are sufficiently high that only small rate increases are required to inflict significant 
economic and market damage. 
 
Concern over North Korean nukes is commonly credited as the reason for gold’s push to new high ground this 
summer. Of course, we hope that these concerns prove to be transient. 
 
Also credited with gold’s recent strength, according to conventional wisdom, is the pronounced dollar weakness 
according to the U.S. dollar index (DXY), which blossomed during July and August. Keep in mind that gold rose 
from roughly $300 to $1900 from 2000 to 2011. That 11-year period encompassed intervals of both extended 
dollar strength and weakness. It is therefore incorrect, in our opinion, to attribute primary influence for gold’s 
direction to short-term fluctuations in the dollar exchange rate. 
 
In 1999 gold began to rally, and few could figure why. Anticipating proximate causes for major price trends is 
only speculation. Gold was well into a major upswing before the dot- com bust, 9/11, ultra- low interest rates, the 
housing bubble and mortgage-backed securities debacle, and the 2008 credit crash. These headlines of course 
fueled a bull trend that was already well underway. At the end of the day, price makes news and the headlines 



 
22 

 

follow. The obvious lesson is that all markets, including gold, discount future events and that the development of 
prices in the absence of easily articulated causes must be respected. 
 
The prospects for gold and its price behavior today appear similar to those of the early 2000s. The gold price has 
been advancing for nearly two years for no obviously apparent reason. What we know is that the financial markets 
are bulging with systemic risk. Financial-asset valuations by many measures are at all-time highs; to our way of 
thinking, they constitute prima-facie evidence of significant risk. 
 
What we also know is that gold production is peaking out, and is likely to decline over the intermediate term even 
if gold prices rise substantially. Should investor demand reawaken, there is very little slack in supply to absorb it. 
The depletion of gold inventories in London and other Western vaults – a result of demand in Asia – is a finite 
process with measurable limits. There are many signs that those limits are being reached. 
 
Finally, we know that the fiscal position of Western democracies is perilous and worsening. History teaches that 
resolution of fiscal impasses most often results in monetary debasement, which has invariably led to a rise in the 
nominal value and purchasing power of liquid assets that cannot be debased. Gold and silver constitute a short list 
of non-financial assets with monetary characteristics. 
 
Fundamental facts that can be ascertained today rarely provide clues to the timing of what they portend. However, 
they help to gauge the potential for return on capital deployed in anticipation. As in the period from 2000 to 2011, 
the gold price moved well in advance of the headlines. However, it was quite possible to assess systemic risk by 
observing the extreme market valuations of the late 1990s. We believe that a reversion to the mean from the giddy 
financial-asset valuations of 2017 is inevitable, and that it will occur sooner rather than later. In contrast to the 
mainstream financial assets that the crowds seem to clamor for, gold and gold mining shares enjoy pariah status. 
That alone is music to our contrarian ears. 
 
John Hathaway 
Senior Portfolio Manager 
© Tocqueville Asset Management L.P. 
October 9, 2017 
 
 

Van Eck International Investors Gold Fund: 
 
Since the financial crisis, the stock market has risen consistently as long as the Fed continued to buy treasuries 
and mortgage-backed securities through its quantitative easing policies (QE 1-3). However, each time the Fed 
stopped buying bonds (in 2010, 2011, and 2015), the stock market suffered selloffs in the 10% to 15% range. Now 
the Fed has reversed course with plans to unwind its massive $4.5 trillion balance sheet (dubbed quantitative 
tightening or “QT”), yet there are no signs of a market selloff. In fact, the S&P 500 has trended to new all-time 
highs, NYSE margin debt is at all-time highs, and the CBOE Volatility Index (VIX) hovers around lows last seen 
in 2007. Perhaps markets don’t care about QT because of the small initial runoff of $10 billion per month and the 
fact that it has been well telegraphed. However, to us, it looks more like this market has a level of complacency 
rarely seen in history. A recent New York Times article by Yale Professor of Economics Robert Shiller shows 
current stock market valuations in a range experienced only in 1929 and between 1997 and 2002. To look for a 
reason as to why the current high valuations have so far failed to “precipitate those ugly declines in the past”, he 
searches newspaper archives and finds mass psychology to be in a “different, calmer place” today. Widespread 
fear of a speculative bubble is not evident in the current market. Dr. Shiller is at a loss as to why people are so 
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calm about the markets and suggests maybe investors are distracted by the endless news flow around geopolitics, 
natural disasters, and violence. 
 
Investor complacency doesn’t hide the fact that there are financial risks to QT. Forty percent of the Fed’s balance 
sheet unwind is in mortgage-backed securities at the same time that the housing market is showing signs of 
slowing. The Fed plans to ramp its bond runoff to $50 billion per month or $600 billion per year. In her latest 
comments, Chair Yellen sounds set on raising rates four times through 2018. As the Fed chokes off the juice that 
fed the feeble post-crisis expansion, it is not hard to imagine complacency turning to fear. 
 
 

Baker Steel - Market Update: 
 
Having traded in a relatively narrow range for much of 2017, the gold price broke out during late-August reaching 
a 12-month high, before retracing during September to finish the quarter at USD 1280/oz. Rising geopolitical risk, 
particularly surrounding the ongoing North Korea crisis, complemented the strong fundamental case for gold. 
Persistent low real interest rates, an acceleration of sovereign debt growth, overvalued equity markets, the end of 
the US dollar strengthening cycle, and supportive demand and supply dynamics all remain supportive of higher 
gold prices. 
 
Real interest rates, a key driver for the gold price, remain near historic lows despite the US Federal Reserve’s 
recent assertion that its tightening cycle will proceed as planned, with one more rate rise anticipated for 2017. 
Rising US nominal rates have caused short-term volatility for the gold price, as was seen during September 
surrounding the recent FOMC meeting and rate decision. Notably, after each US rate hike since December 2015 
the gold price has rallied strongly, and gold and gold equities have proven to be an effective ‘contrarian’ 
opportunity for investors. It is the Investment Manager’s view that the Fed’s ‘normalisation’ programme appears 
to have almost run its course. Behind the encouraging headline employment and manufacturing numbers the 
challenges faced by policymakers are substantial. By Janet Yellen’s own admission, the Fed does not understand 
the lack of inflation, while stagnant labour participation and underemployment have accompanied job growth 
during the US economic recovery. 
 
The weakening of the US dollar during 2017 has provided further support to the gold sector, having declined -
8.9% year-to-date (US Dollar Index). This trend is a departure from the strengthening cycle of the dollar seen over 
the past 6 years, which peaked in late 2016 on optimism over the proposed economic reforms of the Trump 
Administration. Indeed, the unveiling of Trump’s long-awaited tax reform plans provided a boost to the US dollar 
during September, however with progress dogged by political infighting and uncertainty following the 
administration’s recent failure to implement healthcare reform, the outlook remains uncertain. With US debt 
having reached 106% of GDP at the end of 2016, having surged over the past decade, downwards pressure on the 
US dollar appears unlikely to subside. 
 
Importantly the gold sector continues to be underpinned by a robust demand and supply dynamic. Investor demand 
for gold ETFs is rising, particularly in Europe where gold in European-listed ETFs reached an all-time high during 
Q2 2017 (World Gold Council). Furthermore, jewellery demand in India and China remains strong, while central 
banks globally continue to be net purchasers of gold. 
 
As an active investment manager, we endeavor to manage position size ahead of major sell-offs and seek to re-
accumulate these positions where appropriate.  Overall the recent volatility in the gold equities sector has created 
opportunities to add to our conviction trades, and we believe the Fund is well structured to take advantage of the 
seasonal strength in the fourth quarter.  
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Outlook  
 
Following a period of consolidation, the gold sector’s recent breakout highlights the current supportive economic 
environment for gold and gold stocks. Gold continues to provide investors with portfolio diversification and 
insurance, while gold stocks offer operational leverage to the gold price. The Fund has recently added to a number 
of core positions on temporary weakness and the portfolio currently indicates fundamental upside at the current 
gold price as well as encouraging leverage at higher gold prices. Consequently, we believe the Fund is well-
positioned to benefit from the recovery of the gold sector. 
 
The outlook for gold appears increasingly positive. Rising debt, accommodative monetary policy and a 
reflationary economic agenda in the US are likely to continue to put pressure on the US dollar, while inflation 
appears a probable outcome as policymakers attempt to manage debt and stimulate economic activity. Whatever 
the outcome of the current North Korean stand-off, geopolitical risks will continue to flare up and we believe the 
risks to investors will be exacerbated by the current heightened economic uncertainty, brinksmanship by world 
leaders, media sensationalism and populist resurgence which we have seen increase in recent months and years. 
Diversification is key for investors in uncertain times, and gold and gold equities can provide protection from 
financial markets’ volatility whilst offering exposure to the recovery cycle which is underway in the gold sector.  
 
 

Bank Credit Analyst’s (BCA’s) Take on Gold: 
 
Looking into 2018, the major risk factors driving gold – inflation and inflation expectations; fiscal and monetary 
policy; and geopolitics – will, on balance, continue to favor gold as a strategic portfolio hedge.  
 
We expect gold will provide a good hedge against rising inflation. However, this will be partially mitigated by Fed 
rate hikes next year. On the back of tighter U.S. monetary policy, our macroeconomists expect a recession by 2H19, 
possibly earlier in 2019, which likely would be sniffed out by equity markets as early as 2H18. Our analysis 
indicates gold will provide a good hedge against this expected recession and the associated equity bear market. 
 
Lastly, geopolitical risks from (1) U.S.-North Korea tensions, (2) trade protectionism of the Trump administration 
and (3) ongoing conflicts in the Middle East will support gold prices next year, given the metal’s safe-haven 
properties. 
 
Inflation and U.S. financial variables – particularly the USD broad trade-weighted index (TWIB), and real rates – 
are the main factors explaining the evolution of gold prices.  BCA’s results show 1% increase in U.S. YoY CPI, 5 
year real rates, and USD TWI are associated with a 4% increase, 0.18% decline and a 0.21% decline in gold prices, 
respectively.  The adjusted R2 is 0.88. 
 
Subdued inflation and low unemployment – a decoupling of the so-called Phillips Curve relationship that drives 
central-bank models of the macroeconomy – have dominated the macro landscape this year.  We expect that current 
low inflation, positive growth, and low interest rates will remain in place for the next 12 months.  Although 
economies such as the U.S. are growing above trend, inflation has remained weak due to a redistribution of demand 
through imports from countries with spare capacity, according to BCA’s Global Investment Strategy.  This is 
expected to continue in the near term to end-2018. 
 
However, we expect the USD to gradually strengthen, as the Fed cautiously normalizes policy rates, while other 
systemically important central banks remain accommodative relative to the U.S. central bank.  Further falls in the 
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unemployment rate will push the U.S. economy into the steep end of the Phillips Curve.  Weak capex in the post-
Global Financial Crisis (GFC) era means demand for labor will increase as low unemployment – and associated 
higher wages – encourage higher consumer spending. This will cause inflation to lift next year or early 2019. 
 
In such an environment, any U.S. tax cuts – which we still expect by the end of 1Q18 – will simply add fuel to the 
inflationary fire, and lift inflation expectations for next year and beyond.  As BCA’s Geopolitical Strategy team 
puts it, the tax cuts are a “form of modest stimulus … (which), this far into the economic cycle, could have a 
significant effect.”  With unemployment at or below levels consistent with full employment in the U.S. and little 
slack of any sort, it would not take much in the way of fiscal stimulus to further pressure inflation. 
 
Inflation vs. Fed Hikes 
 
In the face of the rising inflation we expect next year, gold’s appeal will increase. As our previous research reveals, 
gold’s correlation with inflation is strengthened during periods of low real rates, i.e., the difference between nominal 
rates and inflation. This is a perfect context for gold. 
 
However, gold’s ability to hedge inflation risks to portfolios will be partially hampered by a more-hawkish Fed. As 
inflation finally takes off, the Fed will feel confident to hike rates more aggressively. More than anything, this will 
put a bid under the USD, as U.S. interest-rate differentials vs. other currencies rise in favor of the dollar. In addition, 
real rates will rise as the Fed gains confidence it can lift policy rates without doing serious harm to the U.S. economy, 
and follows thru with its normalization. 
 
Thus, the gold market will be facing two opposing forces: On the one hand, gold will be an attractive inflation hedge 
as inflationary pressures build up. On the other, as the Fed begins to tighten to respond to those inflationary 
pressures, gold will lose its appeal in the face of rising real rates and a strong dollar. 
 
The timing of the Fed’s rate hikes will be critical to the evolution of gold prices next year and beyond. We previously 
assumed that rate hikes will remain behind wage growth, which would be supportive of gold prices as inflation 
picks up. However, if the Fed begins hiking ahead of any realized uptick in inflation, this would create a stronger-
than-expected headwind for gold. 
 
While we expect inflation to take off in 2H18, our House view calls for 2 to 3 hikes by then. This is a risk to our 
gold view. Longer term, Fed rate hikes could trigger a feedback loop that will make it difficult for the U.S. central 
bank policy to support low unemployment rates. As real rates rise, increased unemployment will lead households 
to spend less. Lower demand will force firms to reduce hiring. The accompanying slowing of U.S. growth will 
disseminate to the rest of the world, pushing the global economy into a shallow recession as early as 2H19. 
 
In all likelihood, this higher-inflation/higher-policy-rate period will be sniffed out by equity markets before the 
economy actually enters a recession, leading to a bear market. Somewhat counterintuitively, this will favor gold as 
a portfolio hedge, as we discuss below. 
 
Bottom Line: As U.S. unemployment continues falling, inflation will re-emerge, as predicted by the Philips Curve 
trade-off so important to central-bank policy. Gold then will face two opposing forces.  Its inflation hedging 
properties will be partially hamstrung by rising real U.S. rates and a strengthening USD.  Nevertheless, we will turn 
more bullish gold towards the end of next year as signs of an equity bear market emerge. 
 
 

Myrmikan Research: 
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Ecclesiastes tells us: “The thing that hath been, it is that which shall be; and that which is done is that which shall 

be done: and there is no new thing under the sun.” Myrmikan Research applies this principle to the subject of credit 

bubbles. 

The ancient Greeks discovered that debt could magnify wealth. The debtor feels richer from the use of the borrowed 

property, while the lender feels richer from the compounding interest yielded by his claim. Both indulge in 

consumption more freely. As long as the accumulating claims remain contingent, the bubble grows. But, eventually, 

someone asks to be paid, and the expanding claims on wealth must be reconciled to tangible wealth, much of which 

has been consumed. 

The first recorded credit bubble popped in 594 B.C. Athens. Threatened with a civil war of creditor versus debtor, 

the Athenian ruler Solon pulled down the mortgage stones to free the debtors and devalued the drachma by 27% to 

relieve the bankers. Every credit collapse since – from the Panic of A.D. 33 to John Law’s Mississippi Bubble to 

the Great Depression and many others besides – has followed Solon’s template of debt default and currency 

devaluation.  

“The natural remedies, if the credit-sickness be far advanced, will always include a redistribution of wealth: the 

further it is postponed, the more violent it will be. Every collapse of a credit expansion is a bankruptcy, and the 

magnitude of the bankruptcy will be proportionate to the magnitude of the debt debauch. In bankruptcies, 

creditors must suffer.” – Freeman Tilden, 1936 

And against what is currency and debt devalued? Carl Menger, founder of the Austrian School of economics, was 

the first to explain that money is liquidity and that gold is the most liquid asset. Thus, gold has served as the reference 

point of value since the origins of money and is that against which currency must be devalued to relieve debts. Paper 

promises depreciate. 

“The faith is lost. All with one impulse people rush to seize the gold itself as the only reality left—not only people 

as individuals; banks, also, and the great banking systems and governments do it, in competition with people. This 

is the financial crisis.”  

                           – Garet Garrett, 1932 

Myrmikan Research chronicles the collapse of the current, global credit bubble – the largest and broadest in 
history – analyzing current events from the perspective of Austrian economics and placing them in historical 
context. 
 
 

Phoenix Gold Fund – Where to Next for Gold? 
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We believe that the gold price hit bottom in US Dollars in December 2015 and has now established itself 
above the $1200 level it fell to in 2013. That is a prolonged consolidation period and suggests that, when 
the price finally breaks above the $1375 level, which it reached in 2016 and again last month, it will 
probably move quite quickly to the $1600 level. 
 

Gold versus USD (Weekly) 

 
 
At this moment, the fundamentals are not immediately bullish for gold in that the Dow Jones is still rigged with 
full sails, rising interest rates are suggesting positive real interest rates, and bank stocks are strong in anticipation 
of rising rates. But this can all change very quickly. The US stock market shows multiple signs of mania, with 
valuations reaching extremes, complacency almost total, and with large bets that the trend will continue. These 
are just the elements necessary for a crash and, of course, this is the season of crashes! The Federal Reserve has 
threatened to raise interest rates but, with the present debt levels, personal, corporate, and Government, it cannot 
raise them by much without bringing the whole economy to a shuddering halt, for the whole economy of the 
Western word is now predicated on zero interest rate loans. We also have been seeing considerable strength in 
commodity prices recently and even oil is twenty five percent up since the June lows, so it seems likely that 
inflation, soon will be on the rise. 
 
Perhaps the greatest driver of higher gold prices will be China’s decision to trade oil in Yuan or gold from the end 
of this year. The only reason that the US Government was able to renege on the Bretton Woods Agreement in 
1971, and not see the dollar immediately collapse, was that they persuaded the Saudis to only sell oil in USD in 
exchange for US protection. The whole world then followed with oil, and most commodities, being traded globally 
in USD, thereby requiring everyone to retain dollars in the US banking system. China and Russia, however, have 
long realized that the only thing that enables the US to run endless trade current account deficits, budget deficits, 
and waste absurd amounts of money on military adventures, is the willingness of the world to accept the produce 
of the US printing press. They intend to end that and have already committed to trade amongst themselves in Yuan 
and Roubles. The Russian Central Bank has opened a branch in Shanghai to facilitate such trade. China has now 
informed all those who sell oil into China that it will have to be against Yuan but, should they not wish to hold 
Yuan, they can convert freely into physical gold on either the Hong Kong or Shanghai bullion exchanges. They 
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have built large bullion depositories in both cities. Iran and Venezuela have already taken advantage of this system 
and said they will not sell oil in dollars. This puts the Saudis at a great disadvantage because they will soon have 
to break their commitment to the USA to sell oil only in dollars, or they will have to give up the biggest market 
to their arch rivals, Iran! Then how long will it be before China insists that it will only accept other commodities 
such as coal, copper, or Iron ore in exchange for Yuan but give access to the gold market to those unwilling to 
hold Yuan. Clearly demand for the dollar is going to contract sharply and demand for gold is going to expand. At 
the same time, Russia has already insisted that all shipping charges at Russian ports will only be payable in Russian 
Roubles and has also stated that Russian crude oil exports will be traded on the St Petersburg Futures Exchange 
in Roubles. The great Anglo-American Empire, now morally and financially bankrupt, appears to be rushing 
towards its decline and fall! 
 
We believe that 2018 will see the end of the extended US equity bull market and that, in view of the extraordinary 
excesses that have developed, the ensuing bear market will be severe. This will be when the institutional money 
again turns to gold for protection but there will be a shortage of sellers so price moves might be extreme. Although 
the gold mining indices have been very subdued following the strong rise during the first half of 2016 the below 
chart of the HUI Index versus Gold is beginning to look a lot like the formation recorded back in 2001 before the 
market exploded higher. 
 
HUI Index versus Gold Price 

 
 
In summary, we believe that the strong up-leg in prices that we saw from January until August last year, followed 
by the Fibonacci 61.8% retracement of that gain, and then nine months of simply treading water, is the perfect 
platform to launch another dramatic move higher. It is difficult to say when this will begin but, the fact that the 
gold stock HUI Index held stubbornly above its 200-day average during the sharp retreat in gold during September, 
suggests that it will be soon. Thereafter, we should see some spectacular gains! 
 
 
Additional Research Reports And Video Research Links: 
 
Additional Research: 
 
We will send out additional research files by separate emails which will contain the following information: 
 

1)  BCA - Peter Berezin Webcast 17-10-04 
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 2) BCA CES WR GOLD 17-10-12 
 3) BCA GIS SO 17-10-04 
 4) BCA GIS SR Phillips Curve 17-09-01 
 5) BCA GIS WR Phillips Curve 17-09-22 
 6) BCA GPS WR 17-10-04 
 7) BCA SR Black Monday 17-10-19 
 8) BCA SR FED Changes 17-09-21 
 9) BIS Working Papers No 656 - Demographics will reverse three multi-decade global trends 17-08 
 10) BSPM Investment Managers Commentary 2017-Q3 
 11) EWI Theorist Part I June 17-06-20 
 12) EWI Theorist Part II July 17-07 
 13) EWI Theorist Part III August 17-08 
 14) EWI Theorist Part IV September 17-09 
 15) EWI Theorist Part V October 17-10-17 
 16) EWI Theorist Part VI November 17-10-19 
 17) EWI Theorist Part VII December 17-10-23 
 18) EWI Theorist Part VII Near A Top 17-10-23 
 19) FED Monetary Policy Statement 17-09-20 
 20) FOMC Projection Table 17-09-20 
 21) Harry Dent BNB NOV 17_102717 
 22) In gold we trust - Chartbook 
 23) In gold we trust 2017 - extended version 
 24) INTAC - Gold Fund Analysis 17-09-30 
 25) INTAC - Top Global G&PM Fund Manager Bios 
 26) INTAC Inv Com - Video Research 2017-Q3 
 27) INTAC Inv Com - Web Research 2017-Q2 
 28) Myrmikan Research - Timing The Next Big Move 17-08-15 
 29) The Macro Tourist China Puke 17-09-08 
 30) The Macro Tourist Important Paper 17-09-11 
 31) Tocqueville Gold Strategy Letter 17-Q3 
 32) TSI 17-10-11 

We recommend that clients read this additional research, however, by no means is it required, to stay even more 
informed on the critical considerations that relate to the important decisions that face all HNWI investors in regard 
to rebalancing their overall - net worth / investment - asset allocation and in consideration of their allocation to 
alternative investment strategies and in particular G&PM.
 
 
Concluding Remarks: 
 
As detailed in our performance review at the outset of this commentary, we are very pleased that, the INTAC 
accounts have significantly outperformed gold, all G&PM mining share indices and ETF’s, our G&PM peer group, 
and the S&P 500 Index (i.e. not a relevant benchmark) in 2017-YTD (i.e. especially in consideration of INTAC’s 
stellar outperformance, of the same group, in 2016). 
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We will continue to work tirelessly, in an effort, to maintain this outperformance and maximize the potential of the 
next major advance in the G&PM bull market. 
 
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 concentrated, overweight, and often leveraged investment in 
precious metals mining shares and related investments with an active allocation in and out of allocated gold & silver 
bullion, cash / cash equivalents or margin, will pro-offer stellar gains on an absolute, relative, and risk adjusted 
basis by the year end 2020 to 2024 year-end. 
 
Best Regards,  
James Mark Plaxton 
James Mark Plaxton B.Sc. Eng. / B.Comm. Minor 

Founder, Executive Chairman, & CIO 
Research Office: 1-284-494-4228 
Cell: 1-284-542-4228 or 1-340-690-4228 
Skype: mplaxton 
mplaxton.intac@surfbvi.com 
mplaxton@intacglobal.com 

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. 
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