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ENERGY IS BEGGING

It looksmore and morelikely that we are going to seethe “Obamarally” thet |
have beenforecasting. The question, perhaps, iswhat investments one might
makefor theride,

| amnot going to ventureinto the generic sectorsof purely financial assets. As
you arewdl aware, | believe you should stay focused on commodity (tangible)
related issuesand shun financials. Inthat light, gold lookslikeit isleading the
pack; and without adeeper sdlloff inthe precious metals, energy lookslikethe
placeto find somereative bargains. Asmentioned inthelast letter, my technical
work incrude oil, natural gas, gasoline, etc. isnot asbullish asinthe metals, but
thetimeisdrawing closeto aresurgencein energy prices. Near termweakness
should be exploited in energy issues.

» Advantage Energy Income | OnPage2 of the Tuesday and Thursday updatesisalist, including crude oil and
Fund (AAV - NYSE). its CPP (Critica Price Point). Aswego to press, thismodel isgtill negativeon
Page 1 | crude, but the CPPwasjus ratcheted down abit aswe moved our atentionto
the Junecontract. Themodd will give usabuy sgnd in crudeif the June contract
tradesat $50.26. Unlesspricesweaken substantially, thispoint iswithin easy
» Accumulating gold under reach. My CPPwork with gasoline - whichisnot listed in the online updates -
$900 is prudent. went postiveon March 13. Natura gas till hassomework to do, though, and
Page 2 | it remainsnegative. | think natura gaswill continueto bethelagger inthe sector,

but it will beginto catch up once crude beginsto move.

* The best way to deal with | vy canwait for “thewhites of their eyes’ in energy if you wish by holding off
thisrallyisto ......... from making new purchases until thesetechnical modelsall turn positive, but |
Page 2 | think it isreasonableto at least dabble alittle here in weakness. The energy

stocks will do very well in the Obamarally asinvestors perceive (athough
erroneously) an economic recovery and anticipate higher energy demand. In
truth, | can see domestic energy demand leveling off, but the redl bullish element
inall of thisisrapidly declining global output rather than declining demand. | look
for thisprocessto elevate crudeoil by year’s end - perhapsto as high as $30.00.

| likethe Canadian energy trusts, and | have been highlighting Enerplus(ERF-
NY SE-$15.87) lately. | ill seethis as a good buy under $15.00. On the
March 12 onlineupdate, | introduced anew Canadian trust that isappeding as
aspeculation- Advantage Energy Income Fund (AAV-NY SE-$2.73). They
were able to replace 290% of their annual production last year. Their proven
plus probable reservelifeindex increased from 12.1 yearsto 15.2 years. The
dividend has been cut (as has been the case at most trusts); but at the current
rate, they arepaying 14%. Thisisasmall operation compared to Enerplus, and
| think it’sabit speculative, S0 you need to try to buy thisright. Buy Advantage
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at $2.30 or less. Once the Canadian dollar recovers against
the U.S. dollar and crude prices head higher, | expect to see
dividendsfromthe Canadian trusts on our list begin to climb,
along with share prices.

Baytex (BTE-NY SE-$10.61) isanother trust onour list that
has come off steeply dueto lower dividends. | like Baytex and
believe they, along with therest of the pack, will recover over
the course of thisyear. | am, however, lowering the current
buy price on Baytex to $10.50 where you should limit any new
buying. Thekey isto usefurther weaknessthisspring for any

; additionsto your portfolios. Asaways, be sure to balance
' Iseplowt ow [bec 00lFen hiar apr iay 3un 5[ ISep Toct W e Fiobeeb par Tapr positionsand diversify.

Gold —Theideal timeto buy waslast October-November. Althoughthe current correction may last awhilelonger, | don't
expect to see anything big on the down side. Asfolksbeginto be seduced back into the stock market, they will feel
comfortable enoughto shed some of the“ safe haven” investmentsthey sought out whenthe newswasbleak. Thiscould
prolong profit-taking, but the savvy will not befooled by theilluson that goodtimesarejust ahead. All indl, we could see
gold work under $900/0z., to even $850 temporarily. Thisdoesn't matter. Accumulating gold under $900 isprudent.

AsArteJohnsonof “Laugh-1n" fameused to say ... “veerrry interesting.” Gold has made three attemptsto break through
the $1,000/0z. level, leaving the three tops circled on the chart above. Oncethreetops form like thisand are finally
surpassed (asthey arein dmost every case), priceswill acceleratestrongly. Note aso the support at $860 where the 200-
day moving average happensto be. If the correction continuesthat far, $850-$860 isasuperb buy level.

Themining stockshave been strengthening versusgold. That isabullishsignlonger term. Heed thedownside buy prices,
but exploit any weaknessinthethe socksthat adip in bullion under $900 might bring. You canreview thelast letter for
specificideasin thisregard; but I, for one, amanxiousto add Royal Gold (RGLD-OTC-$38.92) to my portfolio if it
dropsto our buy price at $32.50 or better.

Wheredo| seethestock market averagesgoing? | had been talking about prices moving to 1,300 in the S& P 500.
That lookslikeastretch at this point, but it’snot totally out of the question. | just wouldn’t bet onit withreal money. Prices
aregoing to haveaproblemat the800 level near term, but | expect thisresistance level will be dedlt with successtully. 1t
will then beastruggleto get beyond 900. Nevertheless, the averages should strugglehigher into summer.

Wemust be content to follow thisrally asit unfoldsand take our cuesfromthemarket itself. Breaking over 900inthe S& P
500 will not beeasy. | can4till envisonthat 1,300 level, but only because experience hastaught methat bear market ralies
will surprisethemgjority, including the professionals.

Thebest way to ded withthisraly isto contain your enthusiasm and commit new money only to investmentsthat will be
advantaged by higher commodity pricesand alower valuefor theU.S. dollar. Incidentally, aswego to press, our dollar
model isgtill positive (see the Rydex dollar program Page 2 of the updates). 1t will turnnegative again if the June contract
falsto86.30. | think it iscurrently inthe process of forming adouble top at the 90.00 levd ... very bearish.

The second action you should prepareto takeisto sal financia assetsduring thisrally. Regardlessof government economic
reports- which are of questionable vaidity and accuracy - nothing has fundamentally changed except that debt continues
to balloon beyond anyone’s ability to pay it back. That ishow we got into thismessinthefirst place. Massive U.S.
financia obligationswill cometo bear interms of the value of the dollar and thelevel of interest that will berequired to
attract capital. | canseelongtermratesat 7% to 8% within 18 months. Thestock market will fall lower thanwe have seen
so far, but only after abit of relief thissummer. Usewhatever strengthwe are blessed with to good advantage.



