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Weareat theend of another year. The
Sock Trader’s Almanac has some
interesting statisticsfor usconcerning
2006 ... but 2005 didn’t turn out quite
aswell astheAlmanacforecast.

TheAlmanactelsusthat yearsending
in5 had all been gainersin the Dow
JonesIndustrialssince1885. Thisyear
was an enigma. The Dow lost 0.6%
during 2005, thus (officially, at |east)
breaking the pristinerecord of the past
12 decades. The Nasdag, however,
did manageto post again of 1.3%, and
the S& P500 edged ahead by 3%. You
can order a copy of the 2006 Stock
Trader’s Almanac a www.wiley.com.

Allinal, 2005wasalousy year for the
averages any way you look at it. It
wasn't theworst, but not the best place
to make money. It was one of the
dullest years| can remember. A 1%

move in the Nasdagq was nothing in
yearspast. | canremember it moving
5% aday at timesduringthe90’s.

That isall water under the bridge at
thispoint. TheAlmanac tellsusthat
yearsendingin 6 haveamixed record,
with 7 up yearsand 5 down years.

| cameacrossaninteresting articleby
Ed Esterling of Crestmont Research.
His study centered on earnings per
share (EPS) growth patterns. Since
1950, the average annual growthin
EPS has been 6.1% ... but, as Mr.
Esterling so aptly states, “theaverage
rarely happens.” Growthwill swing
over and under theaverageinwhat he
found to be cyclesof about 3 years.

The first three years of the decade
(referring to 2000 through 2002)
produced bel ow average EPS growth.

www.protiming.com

e-mail: info@protiming.com

It should not be assumed that the recommendations made in the future will be profitable or will equal past performance. A list of al recommendations
made by this advisor within the past 17 months will be furnished upon request. Professional Timing Service and/or associated individuals will from
time to time have positions in the investments mentioned and recommended in this newsletter. All rights reserved - copyright @ 2006 by Professional




Dow/Gold Ratio

It has been demon-
srated that you only
need to follow the
difference between
3-month T-hill yields
andtheyield onthe
10-year government
bond. At thispoint,
the 10-year still
carries apremium,
butitissmal at only
about 0.45%. If the
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So, according to thistheory, in 2003,
investors should have expected an
improvement in EPS. Sureenough, that
happened. We are now some three
years out in that EPS up trend cycle
(years 2003 through 2005), and
investorsshould belooking for EPSto
show below averagegrowth again.

The stock market did move higher
during the 2003-2005 favorable EPS
growth period, but itsperformancewas
not earthshaking, especialy over thelast
24 months. All wehaveredlly seenisa
cyclical raly within a secular bear
market.

It may bethat theaverageshavesmply
been marking time over thelast couple
of yearswaitingfor earningstoimprove
enoughtoput traditiona va uationsback
tonormal. Timeisrunning out though,
andthe S& Ptill sportsavery high PE
of 29. If EPS growth slows now, the
popular averagesmay beinfor some
toughdeddingthisyear.

Slower corporate earnings growth, of
course, soundsalot like* recesson” to
me. The yield curve is, indeed,
beginning to invert, asit should if a
recessoniscoming. Thisisacondition
where short term rates are higher than
long term rates.

10-year ends up
paying lessthan T-bills, arecessionis
assured. Yes... assured. Theyield
curveasanindicator of futurerecessons
isthat good.

The obvious lesson is
to keep liquidity in T-bills.

Theyield curvewill not doyou any good
in timing the stock market. That is
becausethe stock market isaharbinger
of theeconomy, and it will turn down
ahead of the economy and corporate
earnings. It anticipatesthefutureand
will turn down several monthsahead of
the next recession.

There is a great book out that you
should read - Empire of Debt by Bill
Bonner and Addison Wiggen. The
book will giveyouinsightsinto more
than the problems of mounting debt
loadsonindividud sandthegovernment.
Therearedisturbing political changes
at work aswell, and al of thesethings
areimportant toyour financia future.

You aso need to pick up asecond book
whichiscausngadir intheinvestment
world. It is called Our Brave New
World by GaveKal Research. They
propose some compelling arguments
that “itisdifferent thistime” They argue
that foreign account deficitsare good
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and profitablefor American business.
They arguethat wearebeginninganew
era, much like the beginning of the
indudtrid revolution.

Their agumentsarevery good, andyou
will certainly be swayed by some of
them. However, | wasleft with apang
triggered by experience. There is
something hollow here.

Every timethereisanimportant event,
like the bull market inthe Nasdag in
the 1990's or the last many timesthe
yield curve hasinverted, | have heard
thesamewhisper. “Itisdifferent this
time.” History has proven since
Ecclesastesthat thereisreally nothing
new under the sun, especially where
human behavior isconcerned.

Our Annual Asset Allocation Model
(AAAM) haspointed ustotangiblesor
real assets and away from financial
assets. | believe that real assetswill
provide uswith the best risk-to-reward
balance until the Dow/goldratiofalls
under 5.

Thisratio evidencesthebenefit of being
in tangibles - as represented by the
ultimatetangible, gold - versusbeing
invested inthe most basic of financial
assets, theDow Industrid Average. As
theratiofals, it reflectsthat one ounce
of gold buys more shares of the Dow.

Atthelast peak, it cost over 35 ounces
of gold to buy 1 share of the Dow.
Currently, it only costsabout 20 ounces.
Thebull marketincommoditiesandthe
long term secular bear in the stock
market will not end until 1 shareof the
Dow costslessthan 5 ouncesof gold.
Somefollowersof thisratio think that
goldandthe Dow will bethesameprice
at the bottom.



Could it be
different this time?

| don't think so. If the GaveKal folks
are proven correct and anew erais
evolving, theU.S. stock market hasnot
taken any notice. Remember, their
arguments are fundamental opinion.
Priceaction andtechnical anaysiswill
trump fundamentalsevery time.

Esterling’'s EPS cycle and the yield
curve arewarning that arecessionis
looming. Thiswill not haveasudden
beginning. Recessonsbeginthrougha
process of deterioration. We already
seethat housing salesarebeginning to
decline, but buildersaretill hammering
nails. Thus, it hasbegun.

Theroot causeishigher oil and energy
costswhich will changethe debt-laden
consumer’s spending patterns. One
thing leadsto another, and soon hewill
buy fewer lattes, eat out essfrequently,
or perhaps opt for acheaper level of
cableservice. However, astheeconomy
dows, the Fed will stepinto help.

TheFedwill stimulate. Bernankewill
fire up the helicopters - all with an
inflationary cost whilethedollar loses
vaueand gold appreciates. Thusisthe
oil/gold relationship in anutshell. 1
expect to seegold sell at 16 timesthe
price of crude ail, which is the past
norm. Evenif crudeweretofall to $50
(don’t bet onit), gold will riseto $800.

Precious metals and the rest of the
commodity complex will generdly rise
inpriceasthevalueof thedollar falls
thisyear. TheU.S. dollar repatriation
programisnow over; and althoughthe
Fedwill indl likelihood raiseratesonce
more at the end of January, | believe
that the interest rate hikes are over.

Regardless of what the mediaand the
number wizardsarereporting, thereis
arecession on the horizon. The Fed
will bewatching that closely, and they
will not be anxious to accelerate a
decaying economy by raising rates
further. The consequencewill bethat
thedollar will begintoweskenagainas
2006 unfolds. The effect on the
commodity markets will be bullish.
However, there is something not
different thistime, but something“extra.”

Many of the commodity marketsare
beginning to respond to supply/demand
imbaanceswhichhaveinthelast severd
months overshadowed the strengthiin
thedollar. | have shared with you my
view that crude production has peaked.
Itisnow uptothe Saudisto comeclean
about their production, and they will
probably do so some time this year.
Natura gasproductionisasodeclining
worldwide - at amuch faster rate, by
theway.

In the meantime,
demand increases, and
it will continue to increase.

Demand for electricity isforecast to
increasetremendoudy (aswediscussed
in the December |etters), and agood
percentage of the electricity in this
country iscurrently generated by natura
gas. Therewill havetobeashiftinthis
strategy, and the best substitute for
electrical power generationisclearly
nuclear. However, don’t look for a
massivenuclear development program
any time soon.

The second best alternativeto natural
gasfor producing eectricity iscodl. |
believewewill be seeing alot of new
plantsbeing cod fired, and alot of old
plantsshifting to cod aswell.
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Our coa companies have been soft
lately, and both Alliance Resour ces
(ARLP-OTC-$37.89) and Fording
Coal (FDG-NY SE-$36.10) aresdling
close to or under their respective
downsidebuy prices. My adviceisto
useweaknessto accumulate positions
intheseif you haven't already. Buy
some and then be patient.

It is interesting that readers get all
freaked out when a stock fallsto its
downside buy price. It is not that |
necessarily expect our stockstofall to
those prices. However, you need to
divorceyoursdf fromlinear thinkingin
the markets. Prices wiggle up and
down. The shorter the time period,
generdly themorewiggles.

A dropinpriceisnotasgnthet theworld
isending. It canbean opportunity, and
that iswhat the downside buy prices
are all about — opportunity and
managing risk. If you chasestocksand
buy strength, you will augment your
mistakesand severdly limit your returns.
Incidentally, the buy-and-hold list has
been updated on Page 6 of thisletter.

Chinaison abent now to expand their
growth inland and away from the
coadtd areas. Thiswill requiremassive
infrastructure development. Their
demand for raw materials and such
basics as concrete (which requires
enormous amounts of natural gasto
produce) isgoing to grow, evenif their
economy dowsdown (dthoughit shows
no signsof doing that).

This expansion inward is going to
increasetheir middleclassenormoudly.
Chinahas300 million cdll phoneusers
now. | think you can use that as a
measure of their consumer class.
Chinese cell phoneusersare expected



togrow to 700 millioninthenext 5
years. The impact on the world’s
limitedraw materia swill beimmense.
Chinese consumersare also buying
other things, not theleast of whichis
gold jewelry. The same patternis
occurringinIndiaand Russia. The
growthin consumer demandfor gold
will beabig surprisein 2006.

Silver is my favorite
precious metal.

This is because, unlike gold, it is
consumed, and technology isfinding
new uses for silver. Plasma
televisions, water treatment
technologies, super conductors,
copper-arcenate wood preservative
replacements, etc. ared| usngsilver
inlarger quantities.

My favorite gold company is still
Goldcorp (GG-NY SE-$24.20).
However, | cannot tell youin good
consciencetobuy it here. Ithasrun
hard and needsarest. Itwill get that
rest at some point, and you need to
wait for profit-taking before buying
more. My recommendationistowait
forittofall to $19.50, and then add
toyour positions.

Other issues can be purchased, but
only if they fall back as well.
Newmont Mining (NEM-NY SE-
$57.14) can be bought at $48.80 or
less, and Anglogold (AU-NY SE-
$52.35) canbepicked upif itfalsto
its maximum buy price of $44.00.
This may seem like a negative
recommendation, but thebest way to
approach thegold sharesat thispont
isto hang on to what you have and
wait for an opportunity to buy them
right. Youwill deep better, and you
will makemoremoney if you do.

Should you sell and try
to buy back later?

No. Firstof all, most investorsjust
won’'t buy them back. Second, there
isnothing inmy work toindicatea
severe enough declinetorisk being
out of thismarket —at |east not yet.

Last summer, | did a piece caled
“TradingGoldWith Smplicity” onthe
gold/XAU ratio when it was
screaming “buy.” If you have
misplaced your copy, send meane-
mail and | will send you one.

Theratiowasover 5.25whenitwas
telling us to buy in May. It has
recently dippedto 4.00. That isnot
asdl signd; but if it managestofall
under 3.75, wewill announce stops
and sdlerecommendations. Whenthe
ratio has fallen to 3.75, there has
alwaysbeen atopinthegold market
important enoughthat evenbullslike
usare advantaged by lightening up.

I’l1l announce any necessary
action on the hotlines and in the
letters, but you can easily follow
this simple ratio on your own.

The Pimco Commodity Real
Return Srategy Fund (PCRBX-
$14.77) dropped 12% on December
29, and it scared the heck out of
several of you. If yourecdl, | did
address the issue of funds paying
large year-end dividends in the
December monthly | etter. Indeed, the
fund paid adividend of $1.94. On
December 28, the fund’'s B shares
closed at $16.61. On December 29,
they closed at $14.56. That wasa
drop of $2.05, but you got adividend
of $1.94 pluschange. So, ineffect,
thelossfor theday was 11 cents.
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The confusing event was an
announcement that the IRSwas not
goingtodlow themtousethedrategy
they have been using of putting up
totd return swapsagaing their futures
positions. Thiscaused alot of furor
inthenews, but | don’t seeit asthat
big of adedl.

TheissueiswiththelRSdisdlowing
the income from the swaps as
“qualifiedincome,” whichthefund
must have. However, thereareother
gpproachesassmpleasusing T-bills
for margin. Pimco reportsthat they
areadready working on asolution.

Thisisessentially atax issue, and it
could alter thetype of money Pimco
putsup againg thefund’ spositionsin
thefuture. Essentialy, thefundisan
index fund of the Dow JonesAlIG
Commodity Index, and my principal
incentive for buying the fund was
gppreciaioninthecommodity sector.
Although attractive, theincomeis
secondary. Nevertheless, | angoing
to put the fund on a hold recom-
mendation for thetimebeing. | think
thesmokewill clear and wewill be
happy with thefund down theroad,
but we should | et thissettle out.

Hereisaninteresting fund youmight
want to put somemoney into asan
aternative- Gabelli Global Gold,
Natural Resources, and Income
Fund (GGN-AMEX-$22.10). This
isaclosed-endfund. Itisrelatively
new, having been launched in April
of 2005. It currently paysadividend
of 14 centsamonth, whichisadecent
yieldof 7.6%ontoday’sprice. They
generateincome by writing covered
calsonther positions. Buy alittle
here, but don’t chaseit over $22.50.
Buy somemoreif it sees $20.50.



Gabelli Global

There is an
electioncoming
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Peaking in other commodity
production aswell asnatural gasand
crudeoil will be another important
event wewill be hearing about this
year. Chilean copper production
lookslikeit will peak in2008. Other
large copper mineslook to play out
between 2010 and 2015.

If everythingisdifferent thistimeand
we seeaworldwideeconomic boom,
owning commodities will not be a
mistake. | seeAsiabooming along
just fine, but | also see the U.S.
beginning thedescent that dl empires
eventually take. Everything cycles.
Thefirstwill belast, and thelast will
befirst.

Chinaisintent on developing their
infradiructure, expanding their military,
excellinginindustry, and lifting the
gtandard of living of their population.
Why? To become aworld power.
To becomethenext great empire. It
hasbeen said that Chinawill eat the
world, and Canada will beitsfirst
course. Infact, theentireworldis
goingto bebidding for Canadianraw
materias.

Global energy usage has never
declined on a year-over-year
basis. In the energy business,
Canada is the place to be, and
that’s where we are.

politicians are
now trying todig up dirt and produce
scandals, which is how you get
elected. They aretryingto say that
prior knowledge of decisionswere
leaked and that some were able to
profit from suchingdeinformation.

First of all from our standpoint as
investors, itisnobig dedl. However,
youaregoingtohear alot of Slly suff
asthe campaign goeson. Most will
just be rhetoric spiced up with a
decent complement of hallow
promisesaswell asdownand out lies.

pricebut, thereareother energy issues
that aremoreattractiveright now.

If | wereto focusononecompany in
our stable of energy issues, it would
be Paramount Energy (PMTUN-
TSX-C$22.46). Natura gashassold
off recently tojust over $10.00April
basi's, and Paramount hascome off a
bit as well. | can see April gas
dropping to $9.50; and if it does, it
should pull Paramount down aswell.
My adviceisto add to your positions
at C$21.50 or less.

Althoughtheenergy stockshaveseen
somelaeyear profit-taking, thesdlling
hasbeen orderly andinkeepingwith
thecorrectionin crude. Crudelooks
likeitisfinding itsfooting again, but
perhapsthe most important element
isthat our Energy Forecaster istill
moving higher. | don’'t seeany reason
toworry until theAAAM movesout
of tangiblesor we seeasolid change
intrend in the Forecaster.

Asforwhat tobuy
intheenergy fidd,
| mentioned the
coal trustsabove.
They are buys
here. Provident
(PVX-NY SE-
$11.09) has been
abit weaker than
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Recommended Stocks For Buy And Hold

Note: 1fyougotowww.bigcharts.com,you canget quoteson Canadian stocksin Canadiandallar sby usingthesymbolswehavelisted, preceded
by CA: For example,if youwant aquotefor Shiningbank, gotowww.bigcharts.comandtypein CA:SHNUN. Y ou canappr oximatetheprice
inU.S.dollar sby multiplyingtheCanadiandollar quoteby .86. Y ou should buy at or belowtheposted downsidebuy price. Thedownsidebuy
pricedoesnotimplythat thisleve will necessar ily ber eached, but that thisisthemaximum pricewer ecommendthat you pay for theissue. Changes

sinceour last postingarein bold letters.

Last Updated 01/03/05

Company Symbol Exchange Initial Recom. Price Downside Div Target  Web Site

Dateand Price 01/03/06 Buy Price
Alliance Res ARLP orc 10/2/2004 2800 37.89 4050 8.00%%* arlp.com
Anglogold AU NYSE  12/23/2003 4380 52.35 44.00 n/a anglogold.com
ASA ASA NYSE  10/1/2003 3600 50.34 49.50 2.36% asaltd.com
Barrick Gold ABX NYSE 1/5/2004 2340 2882 26.40 0.76% barrick.com
Baytex Energy CA:BTEUN TSX 12/8/2004 1288 17.69 1650 10.18% www.baytex.ab.ca
Black Rock BGR NYSE  8/8/2005 2599 2621 25.10 5.70% blackrock.com
Enerplus BERF NYSE  10/1/2003 2400 4872 44.10 8.93% enerplus.com
Fording Codl FDG NYSE  11/17/2004 4284 36.10 3520 8.00%* fording.ca
Frontier Qil FTO NYSE  8/8/2005 2.70 39.62 34.95 0.46% frontiercil.com
Gabdli Glb Gld, etal GGN AMEX  1/3/2005 22.10 22.10 20.50 7.60% gabelli.com
Goldcorp et NYSE  12/16/2003 1590 24.20 19.50 0.74% goldcorp.com
Newmont NEM NYSE 1/4/2005 4169 5714 48.80 0.70% newmont.com
ParamountEn. Tr  CA:PMT.UN TSX 12/20/2004 1631 2246 21.50 12.82% paramountenergy.com
Peyto Energy CAPEYUN TSX 10/2/2003 1800 2589 Hold 5.56% peyto.com
Pimco Comod Fund PCRAX 3/2/2005 1401 1477 HOLD 11.07% pimcofunds.com
Primewest PWiI NYSE 10/2/2003 1825 3117 28.50 11.97% primewestenergy.com
Provident Engergy PVX AMEX 11/11/2003 810 11.09 1110 11.21% providentenergy.com
Shiningbank CA:SHN.UN TSX 10/2/2003  16.65 2940 26.90 12.24% shiningbank.com
Suncor U NYSE  5/7/2003 17.20 6553 54.95 0.31% suncor.com
Vdero VLO NYSE  5/2/2005 36.63 54.36 48.10 0.74% valero.com

*Pimco adjusted for $1.94 distribution 12/29/05 ** The dividends for the coal trusts depend on cash flow and the price of coal inthe
preceding quarter. | havelisted these with adividend of 8% since | feel that that isalikely minimum you might expect. For further
details on their past dividend histories, you should visit www.fording.ca, and www.arlp.com.

Buy And Hold Junior Gold & Silver Stocks - TheOption Alter native

Company Symbol Exchange Initial Recom. Price. Downside Div Target  Web Site

Dateand Price 01/03/06 Buy Price
BemeGold BGO AMEX 10//2003 106 309 2.70 n/a bema.com
Coeurd’ Alene CDE NYSE  10/1/2003 319 428 3.60 n/a coeur.com
Ivanhoe Mines IVN NYSE  10/1/2003 6.00 740 6.90 n/a ivanhoe-mines.com
Mines Mgmt MGN AMEX  2/1/2005 554 738 650 n/a minesmanagement.com
Novagold NG AMEX 10//2003 640 950 8.45 n/a novagold.net
USGold Corp UGl OTCBB  9/9/2005 170 363 230 n/a usgoldmining.com
Western Silver WTZ AMEX 10//2003 350 1179 9.50 n/a westernsilvercorp.com
White Knight CA:WKR TSX 7202005 125 189 160 n/a whiteknightres.com
Yamana AUY AMEX  2/1/2005 312 715 4.50 n/a yamana.com

C$ Denotes Canadian dollar. Quotesfor Canadian stocks can beobtained ontheU.S. OTC Bulletin Board (pink sheets) with thefollowing
symbols. | want to caution you, however, that OTCBB quotesare not ways current. They canbeaday or moreold at times. Y ou should
takethequotein Canadian dollars (asdescribed above) times.86 to seeif the OTC quotelookscorrect. Y ou canaccessthese 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 PMGYF
Target The" Target” columnrepresentsthepriceat whichyou shouldliquidatetheposition and takeprofits. Donot

reverseonthetarget price. Therewill not alwaysbeatarget price. Y ou should only rever seontherever sal stop price,
evenif thereisnocurrent open position.

Our Web site: www.protiming.com e-mail: info@protiming.com
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