PLEASE NOTE !

The next issue will be
published on March 9.

e There are three reasons to
own gold.
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It isamazing how, after acommodity
hasbeen correcting, the bears show up.
As the energy bears strut their stuff,
congder thesefacts. Firs of dl, global
oil productionisrunningflat out. | don’t
believe the Saudis have any excess
capacity left, and | expect ther output
to officially peak thisyear.

According to thelnternational Energy
Agency (IEA), world production in
2005 exceeded supply by 1%. Thisis
likely why crude has not movedto new
highs... but don’t lose sight of thefact
that it isgtill trading over $60.

Consider that in 2006, American
consumption is forecast to increase
1.8%, andwe areaquarter of theworld
market. Chinaisexpected to increase
their oil consumption by 15% in 2006,
meatching their 2005 demand increase.
Indiaisgoing to increasetheir usage by
about 6% thisyear. Therest of Asiais
onasimilar rise. ThelEA officialy is
calling for global demand to increase
2.1%; but consderingthe abovefigures,
their forecast could beway short.

The mathis not difficult. Last year’'s
production wasmaxed out and ran 1%
over demand. Theworld'soil isbeing
produced from ahandful of wellsthat
are being aggressively accelerated by
water injection because they are
peaking. Demand in 2006 will easily
increase 2.1% or more. It may bethe
first year where supply will not be able
to meet demand, and that assumesthat
therewill beno surprisedisruptions.

CRISIS OR OPPORTUNITY?

So far, theworld is not out of crude
oil, but it is out of cheap, readily
avallablecrudeoil. Priceswill goto
new highsagainthisyear. Thecurrent
correction could take December
crude back under $60.00, but | doubt
it would stay therelong. Natural gas
has reached our downside objective
at $7.50 basistheApril contract.

Your jobisto cut throughthefog that
isbeing blownfromthe bearish camp
and seethe opportunity. Itistimeto
be accumulating positionsfor the next
bull leginenergy. Don't let emotions
rule your investmentsor you will be
doing your buyingwhen crudeishitting
$76 and natural gasispushing $15.

| bought someParamount (PMTUN-
TSX-C$18.90) theother day. | have
thesamefearsthat you do buying into
weakness. Nevertheless, they are
paying a nice dividend of C$0.24
Canadian, which at the current
exchange rate, is just shy of $0.21
U.S. Theindicated yield is 15.2%.
That will help mewait.

Shiningbank (SHNUN-TSX-
C$24.23) is another purchase
candidate here. Buy Shiningbank
under C$26.90. At today’sprice, the
indicated yield is 14.8%.

Both of these companiesraised their
dividends last year. They are not
guaranteed, but companies like to
declaredividendsthat they feel they
will be ableto comfortably maintain.
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Gold/XAU Ratio - buy over
5.00, sl under 3.20.

Simplicity with RSl and MACD

Minor trend line break along :
with MACD and RSl indicate - ;.

arise in the ratio and

correction in mining shares. : “

trading mode, tradethe issues
ontheHyperionlist asper the
Hyperioningructions.

Therearethreereasonsto own
gold. Oneisfor insurance. You
should ownsome bullion coins,
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MACD triggers second buy_i »

with positive divergence.

but buy during weakness. If
gold correctsback to the $500
level, that would be a good
placeto purchase some. The
premium you pay will be less
whenthemood isbearish.
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"I objective of the recom-

The preciousmetasare aso selling off.
Wewerewarned that suchwasgoing to
bethecasewhenthegold/XAU ratio hit
3.70 and then turned higher. For those
of you who have read the Simplicity
piece, aboveisanupdated chart replete
withRSl and MACD.

How far might weexpect thisadjustment
inthe metalsto go? Look for theratio
toriseto a least 4.20. | wouldn't be
surprised if it runsto 4.50. | would be
very surprised to seeit moveto the5.00
buying level. Thisisabull market; and
athough gold and themining sharesare
duefor thiscorrection, | don't think we
will belucky enough to be ableto buy
them ascheaply aswedid last spring.

We sold WhiteK night Resourcesand
advised you to cull your portfolios of
weak sistersin the February monthly
letter. Theweaknessisnot over, butit is
time to sharpen your pencils and
consider where you will buy more
preciousmetas shares.

| like Western Silver (WTZ-AMEX-
$14.72). My buy priceisperhapsabit
low at $11.05. but thereisno basisto
adjust it at this time. 1f something
changes, | will put it onthe hotline.

MinesM anagement (MGN-AMEX-
$6.38) is at our price. You can
accumulate under $6.50. 1t may go some
lower smply becausethe correction has
moreroomonthedownside. You aso
need to redizethisisalongtermhold. It
will beacouple of yearsyet beforethey
are ableto get productioninfull swing.

| have some new stocksto present inthe
March letter, and wewill beableto refine
the downside buy priceson our list of
metalsstocks. By then, thisprofit-taking
phasewill be closer to an end.

The Rydex gold program is 100% in
money market funds. Thisisatrading
program, and it’smoving adong jus fine.
It intrigues me that when we are not
100% invested inardly, participantsare
disappointed. They fail to realize that
gold sharesareextremely volatile.

It isnot unusual to see 3% to 8% daily
movesinthe XAU. That isfineif you
areontheright sde, but it'snot so fineif
youaren't. Itisalso erraticfromday to
day at times, and the fund can only be
traded at the close of the day. The
program is not designed to be a
crapshoot. If you are looking for
something more spicy and yet saneinthe

mendations onour buy-and-hold lit.

Thereisdso trading gold, andthat iswhet
the Rydex and Hyperion programs are
designed for. Don't jump fromoneto
the other, and don’'t convert your long
term holdinvestmentsto trading vehicles

Are we facing an
opportunity or a crisis?

| bedievealittle of both. Thereisalot of
liquidating going on - pushing prices
lower - and that has presented an
opportunity to accumulate some energy
ghares. Energy investorsshould buy into
the current spate of weakness. Some
further liquidationislikey inmetals That
will improve the value of the mining
sharesinrdationto gold, andit will give
usan opportunity to increase our long
term stake in the metals - probably by
the end of March.

The stock market looksvulnerable. This
iswherethe criss may well cometo full
bloom. | thought wewould have seena
top by now inthe popular averages, but
that doesn’t meanthe danger has passed.
| still recommend that investors use
strength in the popular averages to
liquidate non-commodity driven stocks.



