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APPROACH WITH CAUTION

| follow anumber of technical indicatorswith regard to the popular averages-
RSI, MACD, and proprietary ones | have developed throughtheyears. Over
thelast coupleof months, theseindicatorshave, one by one, become more bearish.
Negative divergences haveformed, and successve highshavenot been confirmed.
Bottomline, thestock market rally isrunning into trouble.

Warning signscan continuefor sometime, and one canbelulled into afase sense
of security because athough the numberslook progressively worse, the market
continuesto march higher. Such situationswill eventually separatethe crowd
fromtheir money and fromthe pros. The prosrecognize that the butcher will
show up by-and-by, regardless of how securetheturkey feelsat the moment.

Thiscan dl be condensed to asingle, objective signa by monitoring Paio. Pdio
will suffer whipsawsfromtimeto time (asall mechanical modelswill), and it will
not sell the exact high sinceit isdesigned to follow the market rather than lead.
However, itssgnalsare cut and dried, with no interpretationinvolved. Palioistill
positive, but it isgetting easier for asell to occur.

The next issue will be
published March 3.

We have another timing model that isspecifically tuned to the Nasdag—the Nasdag
Slow Tracker. TheNasdag Slow Tracker issued asell on February 5; and snce
. lwant to keep the current then, the Nasdaqg has struggled, at best. | ratethisasyet another signthat the
buy prices in place, with the foundations under thisrally are eroding.
exception of Kinder Morgan. _ _ _
| am raising the buy price on | ! @mconcerned that dueto theprolonged time thisrally has spent accumulating
KMP from $54.00 to $56.00. | sub-rosanegetives, we should gird for the possibility of another liquidity panic
Page 2 | Similarto 2008. | expect acouple of important differences, however, because of
the way the last collapse played out. Investorsare quick to learn from prior
battles. | look for the averagesto begin an accelerating decline, which will initialy
encompass all asset classes (aswasthe casein 2008). Commoditieswill later
decouple fromthe weakness as tangibles become recognized astrue safe havens.

TheU.S. dollar will be pushed higher initially asthe dollar carry trade unwinds.
s Thistime, look for the strengthin the dollar to be muted and short-lived. Carry
o e traderswill haveto takeaquick tripinto thedollar, as| explained inthe December
A 278 monthly letter. However, thisgo-around, they will bemore anxiousto movethis
'ii"ga wj money into tangible asset classesimmuneto global currency problems.
"i;‘;.u 7 e i
— R = U.S. Treasury bondsmay see someinitial firming asthe market rollsover, but they
% o T ~—_ | will not bethe safe haven option of choice. ThefundamentalsunderlyingtheU.S.
'\\ \\ ‘““m\‘ bond market are worsening by the week, and savvy traders and investors
\ N~ << | understand this. Our technical bond model isaso negative.
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Crudeoil hasdone quitewdl thisyear dueto optimigtic
propagandaregarding the U.S. economy aswell as
.- | bullishfundamental supply and demand issues. Asthe
economy beginsto worsen thisspring and as public
=s | perceptionturnsmore bearish, crude oil priceswill
.| retreat. We had forecast adrop back to the $70.00
== | level basis March, and that hasoccurred. Thishas
== | beenfollowed by asharp reboundtothe$76.00 level,
but | am concerned about what will follow the next
highintheoveral gock market. | think crudeoil could

Simplicity

A /} take one more hit, pushing prices back toward to
e —— —— w - $65.00. If that occurs, it would offer an ultimate buying
svaiaie. eay. 59se Thesereadings in . | opportunity inenergy.

N are neutral. o.Fs

R - _——— —f 2J. | Someof our listed recommendationshave comeback
DDDDD O8 ¢ AW 4 U A5 G NDOSFW AW 4 iA 5o A0 F to buying levels, dthough acouple have not asyet. |
want to keep the current buy pricesin place, withthe exception of Kinder M organ (KMP-NY SE-$61.49). | amraising
the buy price from $54.00to $56.00. It will yield 7.5% at that price. Further weaknessin crudeisnot asimportant as
using weaknessto accumulate positions.

Simplicity revisited. Aboveisachart of the gold/XAU ratio, which | liketo call Simplicity becauseit is so easy to
caculate and providesawealth of guidance when evaluating good timesto buy mining shares. You can bring thischart up
at StockCharts.comwiththe symbol $GOLD:$XAU. You may then haveto twesk the“chart attributes’ to your liking.

Inthe old days before the great crash of 2008, themodel was more straightforward. One could buy whentheratio was
over 5.00 asthat reflected when the mining shareswere historically undervaued inrelationto gold. Onecould sdll when
theratio fell to 3.75 or lower, areading that reflected that on ahistorical bas's, the mining sharesweretoo expensivein
relationto bullion. Asyou canseeonthe chart, thegreat liquidity panic of 2008 changed all of that, at least for thetime
being. The ratio astonishingly moved over 10, which was the greatest buying opportunity in mining shares ... ever.
Incidentally, I will introduce agold timing indicator to you inthe March monthly letter which enhances Simplicity.

| believe the old standard will return before the bull market in commoditiesisover. Theratiowill fall under 4.00inthe
future. That meansthat at some point, the XAU will sell for at least 25% of theprice of gold. At today’sprice, that isabout
275, or 83% higher thanit istoday. If gold movesto $1,500 - whichisvery possiblethisyear - the XAU would go for 375,
or 150% higher thanit istoday. The point isthat thereisalot of capital gain potentid left inthe mining shares.

Most of our recommendationsfell to our buy prices, commensuratewiththe last highintheratio. You shouldwatchfor a
trend break in the ratio, which will indicate that the bargains are gone. However, sincethe RSl and MACD are not
overbought ontheratio asyet, | look for atest of the high set last month. That will likely bethe last best buying opportunity
left to us. Thebest plan of action for youisto put your open ordersin at our recommended buy prices, and be patient.

The Spyder Gold Trust ETF (GLD-NY SE-$107.04) and Jaguar (JAG-NY SE-$10.02) have not hit our buy pricesas
yet. Keep their buy pricesat $100.50 and $8.50, respectively. | want to buy themright or not at all. The oddsfavor
another shot at 81.50 inthe Dollar Index - and likely, gold will break back somewhat inthat event. Gold at $1,000/0z. is
still an outside possihility, but thereisvery good support at $1,025 to $1,050 now. Haveyour ordersinand stand by.

If you didn't take advantage of thelast dip inthe mining shares, stick with the posted buy prices. If youmissabuying
opportunity, it doesn't make senseto ignore gppropriate money management through proper timing by jumping into strength.
Open GT C orderscan add an element of disciplineto your buying and selling. Emotionsrunhighat thelowsand at the
highs, but you must embrace fear at thelowsand shun greed at the highs.



