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$1,000 GOLD!

Thereare5 hillion ounces of gold, and that includesthe gold in your great Aunt
Mimi’sjewelry. Globally, that worksout to something likethree-quartersof an
ounce per capita. Yes, theminerskeep digging it up, but supply only growsat
about 2% ayear, and that amount will diminishover timeasmines“peak.” Inthe
future, annual supply will flatten out while the population will continueto grow.
Regardlessof that 5 billion ounces sitting on the surface, of that, only some0.25
ounces per capitaare availableto purchase a any onetime.

The priceof gold doeswell during timesof crisis- especially financid crisis. For
thisreason, it tendsto gppreciateduring bothinflationary and deflationary periods.
| believe $1,000 gold iswarning usthat thereisanew changeinglobal philosophy
toward afocusonthe”rea money” aspectsof gold. Inanever morerisk adverse
and uncertain global economy, wealthis beginning to seek quality and safety. |
_ _ reglize that most “professonal” economistswill tell you gold isabarbarousrelic
The nextissue will be inthe financial world. However, $1,000 gold istelling usthat just as aetheists
published October 1. tend to pray in foxholes, the disbelieversare coming back into the hard asset fold
asthecurrent financial crigspergasts.

Gold at the $1,000 leve istelling usthat, indeed, 24 monthsfrom now, thevalue

» Great Lakes Hydro is now of theU.S. dollar will belower inrelationto other currencies... but remember, al
known as Brookfield currencies arefiat now. Everyone - including Europeans, Russians, Asians -
Renewable Power Fund. wantsto find an alternative to their local currency. A mass movement to avery

page 2 | limited quantity of real money is getting under way —so says $1,000 gold.

Nevertheless, asthedollar fals, the price of commoditieswill riseindollar terms.

* Rubicon, Eldorado Gold, and | Thisisinflation, pureand smple. Asenergy pricesrise, the prices of goods and

American Superconductor. | sgrviceswill also risesincethey areal dependent on energy in some fashion - or

Page 2 profit marginswill disappear and the economy will contract. Wewill suffer both

deflation and inflationinto the next decade. Asthe economy continuesto contract,
the consumer will be squeezed for cash.

Gold a $1,000isteling usthat confidencein globd financial inditutionsiswaning.
i When confidencefades, liquidity comesto ahalt and financial crigsintengfies.
qﬂ;‘f“‘éi""?—g}? Gold at $1,000 istelling usthat the economic recovery isanillusion - or very
;1., z"'-.ﬁ_ temporary at best. 1tisasotelling usthat the economy isgoing to fal off thisski
f:? 3 jump “recovery” that the mediaand government statisticians have cooked up,

s ?wf and it will be back in crash mode again by next summer.

\ e ioreer
—— ————— | Goldat $1,000istelling usthat the next leg of the commodity bull that started in
\ N i 1999 isabout to heat up. It istellingusthat the next leg of the bear market in
\'\ \\ R“‘\ stocksisabout to get under way aswell.
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So, what should you do with $1,000 gold? Should you buy gold now? Yes, and no. You need to get aperspective. |
agreethat for thelong term, gold isastoreof wedlth, but it’snot necessarily the best place for one' sinvestment dollars at
al times. Over thelongterm, weareall dead (asKeynestold us); and athough goldis superb asaninvestment vehicleright
now, there aretimeswhen gold isnot the best investment. Gold investorsdid not do well during the 1980-1999 period.

Although gold is money, one still has to square itsrelative value to other asset classes. Fortunately, thisisasimple
conundrumto solve. We need only compare the price of the Dow JonesIndustrial Average asthe quintessential paper
asst to gold asthe ultimate hard asset. Whenthisratio ishigh- asit wasat theturn of the millenium- it isbest to moveinto
gold and other tangible assetsand out of paper assets. Theratio will thenfall until the balance between gold and the Dow
overshoots. At that point, paper assetswill be truly undervalued with respect to tangibles. At that point, it will betimeto
sell your gold. At that point, the Dow /goldratio will likely becloseto 2. | consder 5 asthe point to begin making plans
to changeasset classes. Althoughtheratio isabout 9.5 now (downfrom43in 1999) and the hard asset moveiswell dong,
it isnot over quiteyet. Sit onyour gold until theratio indicateswe should make some changes.

Near term, thisassault on $1,000 may set off buy sopsand produce arush, but be careful. Stiff overhead resstanceisstill
at $1,000. If we see aconvincing breakthrough oncethe shortsare flushed, priceswill fall back briefly to the breakout
leved or abit lower. | still do not see gold asabuying opportunity here. | have often said that if you wereto pay too much
for something, gold would be my choice, but my approach has dwaysbeento buy during weakness. Wait for it and it will
come. Hang onto your precious metals.

Thereisastrong downside, seasonal tendency inthe ssock market here. The averagesmay struggle abit higher, but the
warning signsare not obscure. Thereisan extraordinary third MACD sell developing in the S& P 500, RSI negative
divergenceispersagting, and we are gpproaching avery ugly seasona timein October. Thedefinitive key comesfromPalio
and the Nasdaq Slow Tracker. They are hanging onto their buy signals; and although the sellswill come after the top,
because of MACD, RSI, and other red flagsin my work, the next sellspromise to be exceptiondly important. Incidentally,
another problematic signisthat bank socksaredead inthewater. Thewhole scenereminds me of that old T.V. program
“LogtinSpace.” My technica robot issaying “ Danger, Will Robinson.”

Notethat Great L akesHydro hascompleted atransaction by acquiring 15 hydroelectric propertiesand a* soonto be
garted” wind farmproject. Thishasresultedinaname change. The company isnow known as Brookfield Renewable
Power Fund withthesymbol CA:BRCUN at BigCharts.com.

| am making some adjustmentsto our recommendationto buy Rubicon (RBY-NY SE-$3.99). It did not hit our buy price
of $2.00, and it hassincerun up with the price of gold. Hereiswhat to do. Decide onwhat you want to invest (keeping
in mind portfolio diversfication and balance, of course) and put inan order to buy apilot postionat $3.00. | would suggest
athirdtoahaf of your tota contemplated position. Then put another order to buy therest at $2.50. Rubiconisdoing very
well, and their propertiesare proving out very well.

Thereisadownsidetothisone. | believethey will end up being bought out by someone, and we will make some money
when that time comes. Therefore, wewill not be ableto enjoy the full potential of thislittle gem as aconsequence, but
Rubiconlookslike aprofitableinvestment if we can buy it right.

Takealook at Eldorado Gold (EGO-NY SE-$11.49). They look very good, especially on acomparative strength/
weaknessbags. | annot going to advise youto buy strength; but at some point - and | think soon- wewill seeacorrection
inthemarket. The chancesaregood that it will bring out the profit-takersinthe metasaswell. Thereisnothing lost in
putting inan open buy order at $9.00 onthisgemand seeing what comes of it. It would be niceto be ableto snag afew
sharesthere. | will take up the casefor the other juniorsonour list inthe next monthly letter.

Finally, keep theorder inon American Superconductor (AMSC-OTC-$33.91) to buy at $23.00. That pricemay bea
long shot, but with the potentia for thedown sideinthe market, let’sbe conservative.



