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Commodities Prepare To Advance

Natural Gas - Weekly
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The next issue will be Thededinein commodity prices has been the consequence of speculatorsmaking

published November 2. mistakesdatheAmaranth fiasoo rather than supply exceeding demand. According
to Morgan Stanley, globa suppliesarethreeto five yearsbehind demand.

Marketscydeand bull markets suffer corrections. Sometimes, salling encourages

more selling - as the Amaranth disaster points out - but panic always fools

« Shiningbank (SHNUN-TSX) | investors. Aswe beginlooking toward 2007, wefind ourselvessitting at the
page 1-2 | cusp of anew rally phaseinthe commodity bull.

Let'sstart withalook at natura gas. Thechart showstheweekly picture aong
* Royal Gold (RGLD-OTC) [ \yith the Commodity Channe! Index, or CCI. When the CCl falls below -100

Page 2 | and risesback over -100, abuy signd isgiven. Amaranth and the panic that it
caused pushed the CCl to extremely oversold readings, but we arenow at the
threshold of another crossing over -100.

| showed you the above chart back in Marchwhenit last produced abuy sgndl.
That sgnal wasfollowed by araly, but not therdly that wewere hoping for.
Some will be better than others. Due to the extremely oversold levels seen
lately, weather patternsthat point to an unusualy cold and long winter, declines
in domestic natural gas production, and saber rattling whichisabout to beginin
Iran, the next naturd gasrally may well beadoozy.

Shiningbank (SHNUN-TSX-C$19.20) isagood shot at exploitingthis. Note
on Page 2 that the CCI on Shiningbank isabout to break back over -100. You
can follow thisat stockcharts.com using the symbol SHN/UN.TO and setting
the appropriate parameters. Remember, theseareweekly chartsand thismarket
isvolatile. Patienceisanasset. | have Shiningbank onour buy-and-hold list
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with acurrent downside buy price of C$17.00. Therewill
Shiningbank be some overhead resistance at C$20.00, so don't get overly
e o | excited. If you aready have someand want to add to your
position, the C$17.00 priceisagood placeto do that. 1f you
. | arelooking for anew position, buy alittle under C$19.00

H ol » | and seeif you can’t buy some moreat the C$17.00 level.
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,fl' . H4||| = *- | sniningbank also producescrudeoil, which mekes up about
o i .+ | 23%of their production. Although crudeoil hascorrected
ol |t i & | about 25% sincetopping out in July, itstechnical positionis
Y LR R LN NI R RS KRN R R bullishnow. Aspointed out inthelast mid-monthletter, it has
[ RRARrIY "MErIsEmE WOR = | corrected back to support and is forming a base here. |
B G TR 1 G . wouldn't be surprised to see more backing and filling near
T | term, but the next ridewill beto the up side.
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Thereisno doubt that some of the price action we have seen Since last summer has been orchestrated to makevotersfed
asgood aspossble. Faling gasoline pricesgo alongwaysindoing that. Itisn't important inthe eyeof the public that crude
pricesarestill significantly higher thanthey were at thelast two eections. Linear thinking producesthevision of $1.00
gasoline smply because prices have been faling lately. The resulting expectations, although contrived, go along waysto
getting folksre-elected. All of the powersthat bewiththe grestest influence on our government arefromtheoil industry —
Rice, Cheney, Bush, the House of Saud, etc. None of these people havealong terminterest inlow crude prices.

Themilitary isgpparently turning anew “green” leaf. The U.S. military usesabout 440,000 barrels of oil per day, whichis
abit more than the Prudhoe Bay produces when the pipelineisfunctioning. Consequently, the military islooking into
renewable energy sources, and other energy-saving approaches. New typesof fuel derived from both natura gas and cod
arebeing conddered. New ship designsareonthedrawing board. They areinvestigating al sortsof ideas.

Thisisnot becausethey fear they can't afford to pay for $200 crudeoil. Priceisnot anissuewiththe military. 1tisbecause
they fear they might run out of fuel. Supply istheproblem. Don't et current storagefigures cause you to losesight of the
long haul. Our biggest problem downtheroad may belines at the gas stationand brownouts on the eectricity grid rather
than price. Energy pricesare going higher. | expect to see crude back to $70 by Valentine’'sDay and at new highs by the
end of 2007. Of course, some geopolitical event concerning North Koreaand/or the Middle East could easily push these
numbersahead.

| will have more details and some charts concerning the seasondlity in gold pricesfor you in the November letter. Suffice
to say that typicaly and ideally, the metals put in strong, seasonal lowsduring November. At thispoint, the $560 low basis
December lookspretty solid, but it is<till early for gold to launchinto itsnext up leg. Consequently, another last ditch stab
at $560 would not surpriseme. We can't have abig gold rally hitting the newsright now, canwe? That could conjure up
all sortsof discomfort and conversations about inflation whilefolkswait inlineto vote.

If we get adip here, traders can buy Royal Gold (RGLD-OTC-$28.51) at $24.95 or better. Thiswill be atrading
position, and it will carry asdll/stop at $22.95. If the sdll/stopishit, you will Ssmply liquidate the position and not sdll short.
Thisisatrading position, mind you - not along term, buy-and-hold recommendation.

The stock market looks precariousto me, asit hasfor acouple of months. Higher pricesdo not makeit asafer bet. We
don’'t haveanything concreteto report asto exiting our best/worst Sx months Rydex positions. It istoo early for that. The
worst sx monthsofficidly terminatesat the end of October; and asit is, thereare no MACD setupsto talk about ... yet.
| will updatethe timing of our exchange to the best six months strategy on the hotlines, and | will havethe latest for you on
thestatusof theAnnual Asset Allocation Modd in the November letter.



