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The current relationship between the mining sharesand the price of gold israre.
Thelast timewasin 1999 when the price of gold was $250-$275/ounce. There

The nextissue will be were no believersback then, but mining shareswere unbelievable buys.
published September 5.

OnAugust 11, Smplicity closed at 6.01. It hasnot reached 6.00 or higher since
late 1999, just asthe commodity bull market was beginning. Inretrospect, that
wasthemother of dl buysinthegold market. Bottomline, weare nearing the

) o ) best buying opportunity inthe metalswe haveseeninyears.
* Simplicity is telling us that

from apurely technical History has proventhat buying whentheindex isover 5.00 hasresulted ingenerous
aspect, the mining shares | nrqfits but you canrefinethis. The current situationisacasein point. Theindex
are a screaming buy. has moved beyond 5.00, but the key isto know when Simpicity has finished

climbing and hasturned back down. At that point, you will know that evenif the
priceof goldisdtill falling, themining sharesare strengthening relative to gold.

Thefirg refinement isto smply trend theindex. So far, you can seeonthechart
thet theup trendisgtillintact. Thesecond techniqueisto runMACD on Simplicity.
Therewill bea“first” signal, asexplained in the Simplicity booklet. That has
transpired. Sometimesthat isall you get; but more oftenthan not, you will get an
intervening sgna wherethe solid linerecoversover the dashed linefollowed by
a“second” signd. Thisisapowerful signal, especialy if the solid linefailsto
best thelevel it madeinthefirst Sgnd; i.e., negative divergenceis present.

RSI isthe next tool we can apply to Simplicity. Wefirst need to seethe RS
moveto the overbought zone, which it hasdone. | wassuspicious of readings
wewere getting when Simplicity moved over 5.00 inthe spring because we had
not seen the RS yet move over 70.00. This condition has now been met,
repletewithaminor negative divergenceat the 6.01 highin Simplicity.
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Bottomline, thisisapurely technical perspective on gold and the mining shares. Thereisno innuendo or hypothetical
musings about the state of the economy, the future of thedollar, China soutlook, the conflict inthe Middle East, or any of
the fundamenta aspectswhich | believewill prope gold to $1,600 and beyond, dragging the mining sharesto new highsas
well. Smplicity istelling usthat from apurely technical aspect, the mining sharesareascreaming buy.

My outlook isfor gold to recover to at least $1,600, and | think we may see $1,600 during 2009. Someexpertsarecalling
for $1,200 ... yet thisyear. Short term, gold has corrected back downto itslong termup trend line, and the Simplicity
tumblersarefalling into place. I1t’'sagood timeto beinvested inprecious metas.

Hang on to your mining sharesand precious meta ETF's. If you have available cash - perhaps becauseyou areliquidating
financial/paper based assetsin the stock market rally - thisisan excellent timeto invest in gold and silver issues. | would
not sall thejuniorsyou may be holding, but | continueto advise that new money should be directed toward the mgjors.

Goldcorp (GG-NY SE-$30.38) isarecent additionto our list, and | am accumulating under $30.00 - but any of themining
issuesonthelist qudify for purchase. Just structure balancein your portfolios. | amaso trying to snag some Yamana
(AUY-NY SE-$10.06) at $8.50. Ridiculous? Perhaps, but | will be very happy with afill there. By exploiting thefear, |
believe you will makeaton of money buying precious metalsat current prices.

Crude oil hasn’t been raided by the bearslike gold has, but | still think we could seethe $108.00 level basis December
futures. However, nothing has changed fundamentaly that | can see. All thewhimpering and hand wringing about the U.S.
economy asde, Chinalooks strong - evenfactoring in theintentional dowdown orchestrated for the Olympics. Thelast |
saw reported, Chinese retail sales were growing at 15% ayear net of inflation. That’sthe fastest rate in nine years.
Gasolinesalesaregrowing at a55% annud rate. Incomesarerising by 8% ayear. | think you would find smilar numbers
throughout Ada. Essentidly, it ismoreimportant that crudeoil tendsto put inaseasona low inAugust. Longer term, you
will see $160.00 crudeoil ... perhapseventhisyear.

Thekey isto put ordersin under the market. | amtaking Frontline (FRO-NY SE-$58.91) off its hold rating and am
recommending adownside buy price at $49.50. | will be updating some of the other stocks we have on hold over the
coming weeksand will announce changesinthe Tuesday and Thursday online updates and the September monthly |etter.

How about thestock market rally? We cdled for thisrally when everyone wasin afit of panic, but we did not advise
the beginning of anew bull market in stocks. That just isn’'t going to happen. The S& P 500 should belimited to 1,350.

| pulled up charts of the Dow, S& P 500, and Nasdag from1980 to 2000. That was one heck of a bull market - and not
unlike the commodity bull market weare currently experiencing. Along theway during those 20 years, therewere serious
corrections - much more severe than the recent correctionin gold, for example. | traded through 1987 up close and
persond. Themarket topped out inAugust that year, gained downside momentum, and totaly melted down in October.
The Dow collapsed 25% in one day alone. That created somebears, believe me!

S& P500- Monthly S8 200 puts i long Reviewing thelong term chart today, you hardly noticethe’ 87 “crash”

% s .i ashbeing abig ded inthelong term scheme of things. It wasabig ded,

_ . sl || J_,.-'- bl | though, if you had bought intoit. Thefamouscrashwasthelow of what

¥ F“__V-' ws | turned out to be ascary correctionearly inthe bull market. The S&P,

Big 67 iy M 500 after taking ahit of 34%, moved from 216 to over 1,550 by 2000.
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’@ i = | Correctionscomealong during bull markets. They alwayslook likethe

rrmawy vmmmwmenmmn mumnwam | endof theworld, but they are actualy the beginning of an opportunity.

MSLALE s | Simplicity isweakening, which tdlsusthat the smart money isexploiting

thefear inthe gold market andisaccumulating. Thecommodity bull hasalong waysto go. You must hold tight whenyou
areright. Thecommodity bull will last until the Dow/goldratio - currently 13 - fallsunder 5.



