The next issue will be
published October 6.

 The world is using some
3.5 million barrels ... an
hour.
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Wall Street desperately wantsyou to
believethat weareinabull market. In
fact, thecydclica bull that interrupted the
secular bear market which began in
March2000isall but over.

Why go to all the trouble of
perpetuating an illusion? Because
the illusions keep the powerful in
power, and Wall Street is not
profitableduring bear markets.

As for the balance
of 2005, we are now in the
worst two months
of the year.

My adviceisfor youto put your stocks
in two piles. In one pile, put those
stocks that benefit from higher
commodity prices- holdingslike our
Canadian energy trusts, coal mining
companies, refining companies, and
other energy-related issues. Thispile
should include the precious metal
stocks and commodity funds on our
buy-and-holdlist. Inthesecond pile,
put your socksthat havenordationship
to higher commodity prices. Put the
Tasers, Amazons, Googles, andthelike
inthispile.

If your stocksin the second pile are
on our Hyperion list and you are a
trader, follow the signals from the
model. If you are not into trading, |
would at least put protective stops
under these stocks and/or take
advantage of any strength left in the
market and get out of them.

DESPERATION

Hang ontothestocksinthefirst pile.
Don'ttry and sell thesewith theidea
youwill buy them back later. Youjust
won'’t buy them back, and you will
findyoursdf frozen out during the best
of thecommodity bull market.

Commoditieswill havetheir upsand
downsasthemarket traversesthenext
several months, but energy and
precious metalshavealong waysto
go on the up side before thisis all
over. Bottom line, hold your
commodity invesmentsand buy more
during weakness.

Wall Street desperately wants you
to believe that crude oil, gasoline,
coal, and natural gas are going to
fall. Highenergy priceslead to bear
markets, and they are working
overtimetojawbonethestock market
totheup side.

Ontheideaof a
coming glut of oil.

Folks, it just isn't going to happen.
Thereisabit of apanic developing
over ail, andthebigkidsaretryingto
talk you out of your investments. Buy
into their spuriousargumentsif you
like but 1, for one, amfiercely hanging
ontomy oil invesments. If therewere
anythingtotheideathat crudeisabout
to fall to $50, the December 2007
futureswouldn’t be over $63.

The market isabetter forecaster of
thefuturethan opinion. Theclassicin
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al of thisfadera wastherecommenda
tion by amajor brokeragefirmin 2002
to sell al oil stocks when oil wasjust
beginning to recover. You canread any-
thingyou like, but stories about signifi-
cantly lower crude prices are born of
desperatefantasy.

The prospect of $50 crudeisnot why
the Chinese are so anxious to buy oil
companieslikeUnocal. Althoughthe
Unocal deal failed, they just bought
PetroK azakhstan, aCanadian company
withoil fieldsin Centrd Asa

Thequestion asto crude’ sfuturein 2007
isnot oneof price, but of availability.
Watch the market and take naysay
opinionwith aheavy doseof skepticism.
Theratsare after your nest egg.

Crudesdlling for $65 and onitsway to
$76isathreat to the economy and stock
market. Nevertheless, theworldisgoing
to have to adjust to living with high-
priced energy, and the stock market will
haveto adjust aswell.

Even when tar sands (likely our best
aternative energy source) finaly come
onstreaminabigway, only oneproblem
will besolved—that of availability. Fuel
will ftill beexpensive. Youmust redize
that dthough profitable, it will takeyears
for tar sand production to increase to
thepoint of makingany sgnificantimpact
on the crude supply/demand balance.

The world is using some 3.5 million
barrels ... an hour! Consider that we
need to see 6 million barrels a day
(MBD) added to production every year
to make up for depletion in current
production. Consider as an example
that during thefirst six monthsof 2005,
production figures for Chevron were
-6%, Shell -6%, and Exxon -4%.
Congder that the Saudispump about 10
MBD. That 6 MBD increaseevery year
Isgoing to beimpossibleto comeby.

Thereisaworld energy situationand a
domestic energy situation. It is the
domestic situation that will affect your
lifestyle. Itistheworld situation that
should shape your investment outlook.
If you are invested properly with a
global view, you will be able to better
absorb rising domestic energy
expenses.

| think we have maintained a global
energy focus in our investment
strategy. However, as portfolios
grow, | sense adegree of nervousness.
| see investors with wonderful
positions in the Canadian trusts, for
example, enjoying hugedividends, yet
all upset whenthey sell off. Someaso
get upset whenthey go up, andthey can't
wait to rush out and sell.

Remember, everything is
cyclical in this business.

Pricesmove up and down. Therewill
comeatimetosdl al commodity-related
investments, but that timeiswell down
theroad from here. | am beginning to
read sources that claim we are in an
energy “bubble.” That is a desperate
attempt to talk this market down. We
will likely seean energy bubblebeforeit
is over, but not until things get truly
ridiculous

When you hear no more about lower
pricesand crudeisbreaking the $100 a
barrel mark, wemay beabletocal ita
bubble. Keepinmindthat every rally
that issustained for any period of timeis
not necessarily abubble, evenif prices
moveto new highs.

Post Katrina, you should consider the
refinersonour list. Both Valero Energy
(VLO-NY SE-$111.10) and Frontier
Oil (FTO-NY SE-$39.78) areup nicely
since we first recommended them. |
believethey both have the potential to
doublefrom current levelsover thenext

coupleof years. Watch for some profit-
taking and add to both of these in
weakness.

Both of these companies process sour
crude, which most refinerscannot. So-
called excess capacity from OPEC and
Saudi Arabiaispoor quaity crudewhich
VLOand FTO canhandle. Another nice
advantage in being ableto refine sour
crudeisthat it ischeaper thanlight sweet
crudeby afair margin, yet the products
like gasolineand heating oil sell for the
same price no mater what type of crude
they aremadefrom. Consequently, the
sour cruderefinerswill bemaking aton
of money inthefuture,

Frontier hasrefineriesin Wyoming and
Kansas, and it was thus spared the
devastationinLouisiana. | wouldn't be
surprised if they aren’t the target of a
takeover bid sometime in the future.
FTOisup 38% since our recommenda:
tioninearly August, so you might want
towait for alittle profit-taking before
adding to those positions. Buy more
Frontier at $31.50 or better, and buy
moreValero at $85.50 or better.

Crude has pulled back from highs set
earlier thismonth, but it should holdits
$62 to $64 support zone basis December
futures. It may take a little time to
consolidate here, but all it takesissome
surpriseevent to set thismarket off again.
Natura gaslooksstronger than crudeail
- perhaps due to our heading into the
winter season - but it should settle back
to about $11.00 basis December.

Thekey isthat if thesemarketsback of f
some here and digest the overbought
conditionsacquired during theKatrina
rally, don’'t bealarmed. Don’t send me
“end of theworld” e-mails. Hold your
positionsand buy more. | have updated
the buy-and-hold list on Page 6 of this
specia expanded mid-month |etter.
Heed the downside buy prices.



Why crude over $50
means $800 gold.

| havebeentaking about thegold/ail ratio
and have been delving deeper into this
interesting relationship. Recently, the
ratiowasaslow as6times. Thatis, if
you dividethepriceof gold by theprice
of abarrd of oil, theresult was6. Asfar
as| cantell, that was an al-timelow.
Theratio hasimproved to about 7 ($450/
$65=6.9). Theaveragefor thisratiohas
been 16 over thelast 40 years.

One of the studies | read stated that
buying gold when theratio was under
10 was always profitable. Well,
“always’ is a strong claim ... but
consider this.

Let’s assume the oil bears are partly
right and crude sdllsoff to $50 whilethe
ratio improvesto 10. Gold would be
$500inthat case. That wouldbeamere
11% higher, but higher. If the ratio
improved to 12, gold would be selling
for $600. However, if theratiowereto
revert toitsaverage of 16, gold would
besdling for $800. That is77% higher
thanitisnow!

Perhaps crude has found its “forever
level” right here at $65. If the ratio
wereto moveto 12 times, gold would
be $780. If theratio wereto recover to
16, the price of gold would be $1,040.

Both of these examples assume
relatively worst case pricesfor oil. |
don’t think you will ever see $50 oil
again. A morerealistic outlook isfor
crude to move to $76 before moving
even higher inthelonger term.

Let’sconsider, then, $76 oil and aratio
of 7 (asitistoday). That putsgold at
$532. It's no big deal, but it would
be an 18% improvement over today’s
gold price. If theratio weretoriseto

12 times in this case, gold would be
selling for $912. At the mean of 16
times, gold would be selling for
$1,216 for anice 170% increase.

This doesn’t address the likely
possibility that the ratio moves well
over itsaverage. Inthe past, theratio
has been as high as 25. Assuming
crude at $76 and agold/oil ratio of 25
... well, you do the math. Or, good
heavens, what if crude doesgo to $100
abarrel?

The point in this exercise is not to
forecast the future price of gold, but
to point out the tremendous potential
there is from current levels in the
precious metals. Gold and silver -
unlike crude and natural gas - are
underbelieved, but that will change.
Thereislittle doubt that thereissome
serious upside potential with little
downsiderisk here; and down theroad,
themetalsmarketsaregoingtolook just
likethe energy market |lookstoday.

| wrote about the gold/XAU ratio in
May whenit wasjust over 5.00. Here
are some interesting insights | found
recently from a study done by Myles
Zyblock, director of research at RBC
Capital Markets.

Hefoundthat buyingwhenthegold XAU
ratio isover 5.00 (asit waslast May)
only occurred 12% of thetime over the
last 22 years. It resultedinan average
ganof 38.4%inthefollowing 12 months.
He goes on to state that buying when
theratiois4.5 givesyou an 84% chance
of making 20.8% over the next 12
months. Theratioiscurrently 4.5.

Until the energy sector cools off abit,
the best opportunity | seeisgold. Start
with some White K night Resour ces
(WKR-TSX-C$1.35) at C$1.35 or
better. That's about $1.15 in U.S.
dollars.

Buy some U.S. Gold Corporation
(USGL-OTCBB-$1.85), but be sure
you don't pay over $1.95. Thisoneis
newtoour lig, butitsstory iscompelling.
Rob McEwentook Goldcorp (GG) from
a$50 millioninvestment company toa
$3.5 billion mining operation without
equal. Hehasnow purchased 33% of
U.S. Gold Corp. (USGL) and heis
about to take over the helm as CEO.
Thisstock isaperpetua optionongold.

Both WKR and USGL are excellent
junior miningstocks. If youareinterested
inadding to other positionslisted onthe
buy-and-hold list, put your ordersin at
thedownsidebuy priceslisted.

If you want to buy atruly great gold
mining company, buy some Goldcorp
(GG-NY SE-$19.10). Itisnot cheap
here, sotakeit easy. Buy alittleif you
don’'t have any, and then accumulate
moreif it fallsback to $16.50.

Thetimesare, indeed, desperate. The
White House desperately needsyou to
believethat the economy isdoing well,
and the Treasury desperately needsyou
to believethat thedollar isasgood as
gold.

Thetruthis, theeconomy iswesk andis
vulnerableto high energy prices, andthe
dollar is in a bear market. The
administration desperately needsyouto
believe in the war in Irag. The FED
desperately needs you to believe that
there is no inflation. The BLS
desperately needsyouto beievethat job
growth is strong and that the CPI
accurately reflectsincreasesin your cost
of living.

Theproblemis, therearetoo many lies
... but the truth is soon to be more
evident. Youmust guideyour investments
accordingly. Continueto concentrate
your investment dollarsin commodity-
related sectors.



Recommended SocksFor Buy And Hold

Note: Ifyougotowww.bigcharts.com, you can get quoteson Canadian stocksin Canadian dollar sby usingthesymbolswehavelisted,
preceded by CA: For example,if youwant aquotefor Shiningbank, gotowww.bigcharts.comandtypein CA: SHNUN. Y ou canappr ox-
imatethepricein U.S.dollar sby multiplyingtheCanadian dollar quoteby .84. Y ou should buy at or bel owtheposted downsidebuy price.
Thedownsidebuy pricedoesnotimplythat thislevel will necessarily ber eached, but that thisisthemaximum pricewer ecommend that
you pay for theissue. Changessinceour last postingarein bold letters.

Last Updated 9/13/05

Company Symboal/ Initial Recom. Price Div. Downside Target Web Site

Exchange Date& Price 9/13/05 Buy Price
Enerplus Resources ERFNYSE 4/20/01@%$18.00 w234 8.84% $36.00 www.enerplus.com
Peyto Energy PEYUN-TSX  7/18/03@%C8.75 C$L00 4.65% $C29.50 WWW.peyto.com
Primewest Energy PWI-NYSE  2/07/03@$17.00 $20.01 1050%  $26.00 WWW. primewestenergy.com
Provident Energy PVX-AMEX  6/16/03@%$7.50 $11.88 1025%  $10.60 www.providentenergy.com
Shiningbank SHNUN-TSX  1/02/03@C$15.15 CH439 1132% CH210 www.shiningbank.com
Suncor Energy SU-NYSE 2/07/03@$16.8 ;311 0.34% $49.90 WWW.SUNCOr.com
Anglogold AU-NYSE 2/25/03@$32.00 $38.69 n/a $34.10 www.anglogold.com
ASA Ltd. ASA-NYSE  11/19/02@$31.00 122 0.97% $37.20 www.asaltd.com
Goldcorp GGNYSE 8/15/03@%$13.00 $1910 0.94% $16.50 www.goldcorp.com
Newmont Mining NEM-NYSE  9/05/03@$39.10 $L74 103% $36.25 Www.newmont.com
Barrick Gold ABX-NYSE  1/05/03@%$22.85 $27.09 0.81% $24.80 www.barrick.com
Baytex Energy BTEUN-TSX 05/18/04@C$11.90 C$1655 1088%  C3$14.50 www.baytex.ab.ca
AllianceRes.Part.  ARLP-OTC  9/29/04@55.96 $88.01 3.75% $7555 www.arlp.com
****Fording Coadl FDGNYSE  11/16/04@68.20 M8 41% $32.90 www.fording.ca
Paramount En. Tr. PMTUN-TSX 12/20/04@C$16.44 CH175 1214%  C$19.10 WWW.paramountenergy.com
PimcoComodRR StrFnd PCRBX  3/02/05@%$15.95 $16.78 4.00% $16.05 www. pimcofunds.com
VaeroEnergy VLONYSE  4/26/06@%$73.25 $111.10  0.36% $85.50 www.valero.com
BIkRKGIDEn& Res BGRNYSE 8/03/05@%$25.99 $26.20 5.75% $24.50 www.blackrock.com
Frontier Oil FTONYSE 8/03/05@28.75 $30.78 0.40% $31.50 www.frontieroil.com

****Eording had a3 for 1 split on 9/13.

Buy And Hold Junior Gold & Silver Socks - The Option Alter native

Last Updated 9/13/05

Company Symbol/Exchange  Initl. Recom. Price Downside Target Web Site

Date& Price 9/13/05 Buy Price
BemaGoldCorp. BGO-AMEX 6/6/02@%1.06 $251 $2.20 www.bemacom
Coeur d’Alene CDENYSE 9/2/03@%$3.19 .70 $3.40 WWW.COeur.com
Western Silver WTZ-AMEX 9/2/03@$3.50 $812 $.10 www.westernsilvercorp.com
AmericanBonanza BZA-TSX 10/2/02@C$0.60  C$051 HOLD www.americanbonanza.com
Ivanhoe Mines IVN-NYSE 6/4/04@%6.00 $r.77 $6.80 www.ivanhoe-mines.com
International Wayside ~ WGM-TSX 4/26/04@C$140  C$0.29 HOLD www.waysi de-gold.com
Novagold Resources NG-AMEX 12/8/04@6.50 $7.70 $7.00 www.novagold.net
Y amanaGold AUY-AMEX 4/14/05@2.90 Mo $3.60 WWW.yamana.com
Mines Management MGN-AMEX 5/13/05@%$4.50 $.86 $.50 WwWWw.minesmanagement.com
White Knight Res. WKR-TSX 712005@C$L25  C3$L55 C$1.25 www.whiteknightres.com
USGoldCorp. USGL-OTCBB 9/9/05@C$1.70 C$1.85 C$1.70 www.usgoldmining.com

C$ Denotes Canadian dollar

Quotes for Canadian stocks can be obtained on the U.S. OTC Bulletin Board (pink sheets) with the following symbols. | want to cau-
tion you, however, that OTCBB quotes are not always current. They can be aday or more old at times. Y ou should take the quotein
Canadian dollars (as described above) times .84 to seeif the OTC quote looks correct. Y ou can access these OTCBB quotes by
using www.barchart.com. | don’t have OTCBB symbolsfor American Bonanzaor International Wayside.

Shiningbank SBKEF  PeytoEnergy PEYUF Baytex Energy BAYXF Paramount Energy PMGY F
Target The “Target” column represents the price at which you should liquidate the position and take profits. Do not

reverse on the target price. There will not always be a target price. You should only reverse on the reversal stop price,
even if there is no current open position.
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