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YIN AND YANG

According to KarenArmgtrong in her fascinating book The Great Transformation,
the concept of yin and yang evolved from the Chinese peasant’s lifestyle
somewhere between 1,600 and 900 B.C. At that time, their livesweredominated
by adistinction between summer and winter. 1nthespring, themenwould move
out of the villageto take up resdencein hutsby thefields. Wivesand daughters
wereleft at homeinthevillage. The only contact waswhen thewomenwould
come to the fields to bring the men their meals. After the harvest, the men
would lay theland to rest and returnto thevillage. They would moveindoors
withtheir families, seal up their dwellings, and stay insidefor the entire winter.
Thiswasatime for themento rest and recuperate. Thewomen, who had less
to do inthe summer whilethementoiled inthefields, began their season of labor
making wine, weaving, spinning, etc. Thealternation of the seasonswasto
become known asyin and yang. Thewisdomisthat everything cycles.

My cydlical work continuesto point to market weaknessinto about mid-February.
At that point, thecyclesturn up, indicating higher pricesfor severa months. The
market may well work itsway higher into August fromspring lows.

The problem with market cyclesisthat they are not well-behaved. Cyclical
turning pointstendto beearly or late. They are never perfectly regular, which
meansthey are useful to temper your expectations, but you need other technical
toolsto reinforcecyclical forecasts. Nevertheless, if you arecurrently short in
thestock market, you should belooking to take profitsduring further weakness.
The employment of protective stopswould be awise thing in case the lows
comeinearlier than expected.

With the prospect of adecent, sustained rally facing us, you should also takea
long look inside yourself and decide how you will handletherdly. If you have
traditiond paper assetsthat you should havesold, you will likely get bailed out
to someextent over thesummer. It isagood timeto st downandlook at where
the overhead resistance levels are for the stocks you want to sell and put in
“good ‘til cancelled” sl ordersat thoselevelswhen your emotionsare not at
play. Thenstick to your plan.

Theproblemyouwill faceisthat you will emotionaly want to buy into theoptimism
that thisraly will cause. Themediawill betelling you that the stimulus packages
areworking. Thepresswill beteling you that no further government money will
be needed. You will feel good again, but it will beatrap. Infact, | believethe
next susained raly will beamgjor bull trap, and those who do not take advantage
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of it to liquidate will losealot of money. Oncethis“Obamarally” isover, the popular averageswill go back to new
lows- below thelows set in November 2008. Therewill not beanew bull market for at least five years, and perhaps
longer. Let’sjust hopewe can seethe market muster some decent strength. The Dow Industrids havethe potential to
moveto 11,000, and the S& P 500 could see 1,200.

Can thestimuluswork? Thestimulus package may appear to work temporarily; and because the stock market is
congdered aforward-looking indicator, ardly thisspring and summer will seemto forecast an gpproachingturninthe
economy. At leadt, that iswhat the Street isgoing to tell you.

Wewill hit apoint inthe next 9 to 12 monthswhen the economic numberswill stop getting worse, but therewill beno
real growth. Thenext “recovery” cum plateau will show what seemto beimproving economic numbers, only because
of inflation. Any “growth” that the mediareportswill be completely artificial.

Inresponseto a“flat” but sruggling economy, therewill be more“ stimulus’ applied. | fully anticipatethe money supply
will increase another 50% or moreduring 2009 and 2010, and the result will beinflationary. Thecorrectioningold
fromitsMarch 2008 highisover, and gold isgaining strength. Asfor thedeflation argument, gold would be salling for
$500 rather than $900 if we were looking at globa deflation. A period of supercharged inflation iscoming back, and
goldisbeginning to makethat clear.

TheDow at 11,000 isthebest you can hopefor inthe next rally. You will not see new highsinfinancia assetsfor avery
long time. Dueto impending shortages because of under investment and natural depletion and dueto adepreciation of
the U.S. dollar caused by current fiscal policies, commodities will move substantialy higher thisyear.

Thebest guideto thetwistsand turnsinthe market and to identify the beginning of the next stock market raly will be
our technical tools. | have been announcing Pdlio signasfor sometime. Pdioisaproprietary, short termmodel based
on severd factors, including momentum measurementsthat | useto temper my outlook when timing buysand sdllsin
my own accounts. Palioisnot for everyone becauseit isashort term, mechanical model.

Theway short term modelswork isthat they give arelatively high number of signals. Many of thesignalsare not
profitable, and they are quickly covered by asdll. Thiscanresult in short termwhipsawswhen thereare severa buys
and sellsback to back. Experienced traders are used to that because they know inthe long run, therewill be more
profitable tradesthan losers, although thelosing signals can bunch up during thesewhipsaws. Incidentally, periods of
whipsaw signalstend to presageimportant changesin trend.

| don’t announce the signalswith the expectation that you will follow them in an aggressive trading program on your
own. However, | want to giveyou someideawhat the short termtechnicd pictureisastimemarcheson. Currently,
Pdioisnegative, whichisinline with our outlook for another downleg before the next rally begins. 1f you areshort, |
would tighten up stopswhenever Palio ispostive.

Another model that we use isthe Nasdaq Slow Tracker, which you will find on Page 2 of the onlineupdates. The
popular averages cannot sustain an up move without the company of the Nasdag. Hence, the Slow Tracker signalsare
agood guide. Themodd isonasdl, whichit hasbeen on snce September 11, 2008. However, the buy point wasjust
moved down. So, asweenter February, the Slow Tracker will turn postiveif the Nasdag Compostetradesat 1,569
or higher. | fully expect thismode (along with Palio) will giveusagood indicationwhen the* Obamarally” hasbegun.

Somefolkstell methey are worried the government will confiscategold again, like FDR did back inthe 1930's. | am
not concerned about that. Hisreason for the confiscation wasto take the dollar off the gold standard so he could
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debaseit. Hewanted to have no limitson spending. The freedomto debase the dollar isalready in placetoday since
the dollar isstill not backed by gold. 1t isalso aworld of global commerce. China, India, and Dubai are about to
launch their own gold ETF's, which will further stimulate the global demand for gold. Asthecurrent financia crisis
continues, goldisgoing to find greater followingworldwide. To makegoldillega inthe U.S. would beineffective, and
certainly not necessary. It would also “legitimize” gold asmoney. Thisissomething our government doesnot want.

Gold sstrengthover thelast 2-1/2 months(it isup 34% fromits October 2008 low) istelling usthat wearegoing to see
inflation returnwith avengeance. It isalso indicating that the U.S. dollar isduefor anasty returntrip to its summer
2008 lows. Theproblemisthat no oneredly believesinthe dollar weaknessand aresurgence of inflation yet, and they
won't until after it happens. Most don’t believethat the S& P 500 will fall to 600 or that gold will move well over
$1,600. Most don't believe that crude oil will rise dong with gasoline and the rest of the commodity complex. Asthe
Dow movestoward 11,000, most will not believeit will peak out there and fall back to new lows.

Nissm Taleb, author of TheBlack Swan, explained this phenomenon better thananyonel know. Herdatesthat just
because you' reaturkey and are well fed for 999 daysdoes't mean the butcher isn't going to show up on the 1,000th
day. Folkswill build up postionswith high risk because the risk event hasn't happened.

Gold tellsanother story. It seemsto know thedollar strength hereisonly atemporary phenomenon of deleveraging.
Thedeleveraging processisstill going on, and the processto some extent will continue for along time—for years.
Consequently, you shouldn’t tie the short term, day-to-day dollar movementstoo closdly with gold. The gold shares
and gold bullion have done very well sincethelowsin November, but the best timesfor goldinvestorsare till ahead.

There wasample opportunity to buy gold over the last several months, but | know there are those of you who just
couldn’t face buying into that kind of weakness. What to do now? Overhead resistance has been at $900 basisApril
for sometime, but resistance hasfinally been exceeded. Past resstance will become support, but support and resstance
levels(like cyclical turning points) are generd, not exact. Becausegold isnow abit overbought, | expect to seeit sl
back to about $875 basisApril.

How to buy gold at $900/0z. Thereisnot a perfect correlation between gold and the Spyder Gold Trust ETF
(GLD-NY SE-$88.84). From atechnical perspective, | prefer to look at the ETF onitsown. | am raising the
downside buy priceto $81.50. That may seemalittle low for apullback in gold bullion to $875-$900, but that is
wherethebest level of support isfor GLD. Astraderslock downsomeprofitsfromthelast rally and pushgold off its
January highs, | will adjust the downside priceif thetechnicalschangeand warrant it. For now, $81.50isan excellent
placeto add to positions. Remember, GLD istaxed asacommodity for capital gainspurposes, whichisat ahigher
ratethan socksaretaxed.

Another issue on our list that | likeis the Gabelli Global Gold and Natural Resources Fund (GGN-NY SE-
$14.98). Itisabuyat $13.10 or better. At that price, it providesan indicated dividend of 12.8%, and it paysmonthly.
That’snot al bad, and thisisaclosed-end mutual fund rather thanan ETFE

| amreviewing thejunior gold producersand will have morefor you in upcoming letters. Nevertheless, | fill prefer to
concentrate onthemgjors. | ammaking one exception at thistime because thiscompany hasbeen ableto attract some
seriousfinancing in acredit environment devoid of lenders- Nova Gold (NG-NY SE-$3.29). We aredefinitely under
water withour original purchase at $11.50; but if you can buy someat $2.10 or better, | think it isagood gamble.

If you madethe original purchase and can add moreat $2.10, you will have an average cost of $6.80, which| believe

will end up being profitable. Thiswill dso insulate you fromtherisk of someone coming in (Barrick Gold would not

surprise me) and making an offer. Barrick did that once before and offered Nova$16.00 ashare. Novaturned them
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down. | doubt Novawill do that again. The problemfor usis, at what price? | doubt that an offer for abuyout will be
ashighas$11.50, but it should be somewhere north of $6.80.

Thosewho have cash are not finding decent returnsin the credit markets, and gold bullion isbecoming the“go to” safe
haven investment versusholding cash. 1t doesn't take much to push gold. Although nearly al the gold ever mined ill
exigs, thereisgtill relatively little compared to the amount of currenciesthat want to convert to gold. Thedesiretofind
asafe haven for cash extendsto those holding Swissfrancs, Canadian dollars, yen, euros, etc. Thefinancia problem
isglobal, and 0 isthe demand for gold. Gold demand stems beyond the strength or weaknessinthe U.S. dollar.

What about slver? Silver isacting better; but unlikegold, it isstill alongway fromitshighsof last summer. Silver is
acting moreindustria than monetary. That will change, but only after gold breaksto new highsand investors discover
that they should have been buying precious metasduring thecrash of 2008. Oncegold breaksto new highs, latecomers
will belooking for thelaggers. Thefirst lagger to attract attention will be slver; the second will bethe junior miners.

You may already have sensed this at the gas pump, but gasoline prices are starting torise. | suspect you could see
$2.00fairly soon. TheCiritical Price Point (CPP) on gasolineturned positive on January 30. Theparty at the pump is
over. Thiswill have anasty impact on economic circumstances. All thegrowing ranksof unemployed need right now
ishigher fuel costs ... and higher fuel costsare pervasiveintheeconomy.

Hereisagasoline play for you. Buy the United States Gasoline Fund (UGA-NY SE-$21.53) at $19.10 or less.
Thisisagasoline ETF and thus not the safest bet onthe Street. | amgtill not 100% comfortablewithETF's. Neverthdess
thislookslikeagood speculation on higher gasoline pricesif you canbuy at $19.10 or lower. If you takethe postion,
useaprotectivestop at $16.05. Keepinmind that thisisnot aconservative recommendation and that thefundistaxed
asacommodity, like GLD discussed previoudly.

We appear to be closeto anew bull moveinenergy. The CPPonthe Energy ETF (XLE) hasaready turned postive,
asper our January letter. Our crude oil CPPisnow $48.60 dfter recently being adjusted lower. Energy isgoingto start
moving higher; and onceit joins gold on the up side, the rest of the commodity complex will follow suit. Rising
commodity pricesduring asevererecessionisnot bullish for socksor financial-based assets. It trandatesto higher
cogts, lower sales, and red ink at the bottom of theledger. Withthe money supply dueto increase 50% or more by the
end of 2010, you can’t say you don’t seeit coming.

Crudeoil production declineswill befaster than United States Gasoline Fund
the declinein demand thisyear, and the lack of -

current investment isgoing to result inawidening R
gap between demand and supply. Theeconomy I M
isnot going to stop - only slow. Therewill till e Kl !
be 144 millionworkersgetting paychecks. They T, :
will continueto drive, although perhaps more iy »
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Globd ail productionisfalling at analarming rete,
and actual figures are eclipsing estimates. For
example, | have mentioned in the past that production at the Cantrell Field in Mexico declined twice as much as
expected during 2008. Productionfdl by 33%! Expect more surprisesand higher crudeand fuel pricesthis summer,
regardless of therecession. Our biggest problem may well be availability. Will theU.S. be ableto get its share of
global production, regardlessof price? Thisisanimportant question, even assuming thereisno problemwith our
“friends’” inthe Middle East —afragile assumption.
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Montanaisgoingto raisethetax onthe extraction of oil and gas. TheFedsarelikely to view carbon energy inthe same
light asthey arelooking for waysto increasetax revenue. Take another look at Great LakesHydro (GLH-TSX-
C$15.80), aCanadian energy trust. Theresult of any energy taxeson carbon isgoing to be higher eectric billsin your
mailbox because 50% of eectricity isproduced with cod. Electrica rateswill go up, but Great LakesHydro will incur
no extratax costs sincethey are 100% non-carbon energy producers. They should see anice boost intheir margins.
At $15.80, they have an indicated dividend of about 7.9%. Astheyear wearson, | expect to see that dividend
increased. Buy some Great LakesHydro up to C$16.00. If you have someand arelooking for adeep bid, put an
order inat $15.00, but | think that isalong shot.

| still like Blackrock Global Energy and Resources Trust (BGR-NY SE-$15.87). Thisis aclosed-end fund
similar to Gabelli Gold. 1t hasbeen beaten downfrom $37.00 last summer, but the dividend wasactualy increased in
September from $0.375 to $0.405 per quarter. | haveto remind you that any dividend isa percentage - per annum-
perhaps. Dividends can be decreased or eliminated, aswell asincreased. Companiesdo not normally declarea
dividend that they don’t feel they canmaintain, and they certainly don’t tend to increase dividends with temporary
intentionseither. Buy BGR at $15.00 or better.

| have expressed a concern for America’s continued ability to acquire the crude oil supplies that we are deeply
dependent on. Everything inour cultureisaffected by the price of crude. Think of theproblemswefaceif wecan't get
what weneed. “Not get what weneed!” ... them'sfightin’ words. Nevertheless, at some point, our fragile supply
gtuation will cometo bear. Mexicoisour third largest supplier, and they will ceaseto export crudewithinthe next few
years. They will need dl of their productiondomesticaly. Great Britain went through thisprocesswhenthe North Sea
played out. Not that many years ago, they wereanet exporter, and they now areanet importer. Indonesaisanother
example of apreviousexporter turned importer dueto peak production.

Takealook at ApacheCorp. (APA-NY SE-$73.59). They offer severd advantages. First, they are perhapsthe best
company around at squeezing extraoil out of played-out fields. Thisisatalent that will be morein demand asfields
acrossthe globe like Cantrell peak out and begin their slide toward zero production. They also get their oil from
relatively friendly areas. Therewill comeatimewhen our country will desperately NEED Apache Corp. Accumulate
Apache Corp at $70.00 or less.

You will notethat | have not changed many of thedownside buy prices. They will be adjusted oncewe have better
technicasto base those changeson. For now, stick with the downisde buy priceslisted on Page6. | haveadded a
sopontheCurrencySharesEuro ETF (FXE-NY SE-$128.43) at $124.00. My work withthedollar isnot all that
strong, but you have abetter play against the dollar with GLD. Remember, al currenciesessentialy fall, but at different
rates. Thisgivesthe appearance of arelatively strong dollar if it issinking slower thantherest. At any rate, thisstopis
technically formulated, andit isnot reliant onfundamentals. 1f ssopped out, | planto re-enter at abetter timeand price.

Do notinvest inlong termbonds. Tradethemif you like. You will find thesgnalsand ingtructionsfor trading the Rydex
long and short bond funds on Page 2 of the online updates. If you are holding bonds at a profit - bethey corporate or
Treasuries- you should think hard about selling and taking the money. Keep your fixed income money safe, and stay
short term. Interest rateswill berising later intheyear, and they may well end up increasing alot. If our foreign friends
decideto liquidate their hoard of Treasuries, the bond market may take asuddenhit. The Fed will stepinand buy to
support themarket; but eventually, long rateswill haveto go much higher. They are certainly not going muchlower.

Allindl, | expect to seelonginterest ratesreturn to doubledigit levels over the next few yearswhilethe Dollar Index
seeksout al-timelows. Thismight not happen tomorrow, but don't forget Taleb'sturkey who hasbeenfat and happy
for 999 days... sofar. Nevertheess, the cycleswill repeat and yin will giveinto yang.
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Recommended Stocks For Buy And Hold

Note You can get quoteson Canadian socksin Canadian dollarsby using the symbolswe havelised at www.bigchartscom. Thus, if you want a
quotefor Peyto Ener gy, gotowww.bigcharts.com and typein CA:PEYUN. You can approximatethepricein U.S. dollar sby multiplying theCanadian
dollar quoteby .80. You should buy at or below the posted downside buy price. Thedownside buy price doesnot imply that thisleve will necessarily
bereached, but that thisisthe maximum price we recommend that you pay for theissue. Changessince our last posting arein bold Ietters.

Company Symbol Exchange Initia Recom. Price Downside Div Target-T Web Site
Dateand  Price 2/02/09 Buy Price  2/02/09 Stop-S
Uus. $
Agnico-Eagle AEM NY SE 1/10/2007 36.00  50.17 39.50 0.36% agnico-eagle.com
Alliance Res ARLP oTC 9/29/2004 2798  31.30 25.00 9.15% arlp.com
ApacheCorp APA NY SE 3/5/2007 68.00 7359 70.00 0.81% apachecorp.com
Baker Hughes BHI NY SE 2/5/2008 64.63 3275 35.00 1.82% bakerhughes.com
Baytex Energy BTE NY SE 5/18/2004 9.00 1111 14.00 15.48% www.baytex.ab.ca
Blackrock BGR NY SE 8/3/2005 2599 1587 15.00 10.13% blackrock.com
Centra Fund Can. CEF NY SE 12/1/2008 9.50 10.90 HOLD 0.09% S=$9.86 centralfund.com
CurrShrs. EruoETF FXE NY SE 8/22/2008 14857 12843 13250 200% S=124.00 currencyshares.com
Enerplus Res. ERF NY SE 11/20/2008 19.00  20.22 19.00 8.73% enerplus.com
Gabdli Glb. Gld. GGN NY SE-Alt 1/3/2006 2210 14.98 13.10 11.16% gabelli.com
Goldcorp GG NY SE 7/24/2008 40.00 28.44 2250 0.64% goldcorp.com
ING Mgn N ResFnd IRR NY SE Buy at 1220 1355 12.20 12.68% S=$11.33  ingfunds.com
iShares Silver ETF v NY SE 12/15/2008 10.56  12.21 10.56 na S=$10.19 ishares.com
Kinross Gold (1) KGC NY SE 6/6/2002 2.39 17.14 12.50 0.47% kinross.com
Kinross Gold KGC NY SE 1/4/2007  11.00 17.14 12.50 0.47% kinross.com
Mkt. Vectors, ETF GDX NY SE-Alt 9/11/2006 37.00 32.90 2215 na na
Pimco Com. Fund (2) PCRAX 3/2/2005 1189 6.16 8.10 12.38% pimcofunds.com
Schlumberger SB NY SE 1/18/2008 75.00  40.79 50.00 2.07% nat.bom
Ship Finance (3) SFL NY SE 3/6/2007  0.00 11.30 HOLD 21.52% www.shipfinance.org
Silver Standard SSRI oTC 1/4/2007  30.00 19.13 10.05 na silverstandard.com
Silver Wheaton SwW NY SE 3/10/2006 8.40 6.42 4.00 na silverwheaton.com
Spdr Gold Trust GLD NY SE 9/11/2006 58.85  88.84 81.50 na na
Transocean (4) RIG NY SE 1/4/2007 7500 53.64 49.20 na deepwater.com
U.S. Gasoline Fnd  UGA NY SE Buy at 1910 2153 19.10 na S=16.05 unitedstatesgasolinefund.com
Yamana AUY NY SE 4/14/2005 2.90 7.63 5.50 1.59% yamana.com
Vaero VLO NY SE 4/26/2005 36.63  22.90 HOLD 2.63% valero.com
Canadian Dollars
Altius Minerals CAALS TSX 8/9/2007 17.88 4.84 HOLD na altiusminerals.com
ARC Energy CA:AET.UN TSX 9/8/2008 25.85 16.55 18.00 8.79% arcresources.com
Crescent Point En. CA:CPGUN TSX 9/16/2008 30.20 2357 24.00 11.72% crescentpointenergy.com
Great Lakes Hydro CA:GLH.UN TSX 12/17/2008 1599  15.80 16.00 7.94% greatlakeshydro.com
Peyto Energy CA:PEY.UN TSX 7/18/2003 8.75 9.14 HOLD 18.95% peyto.com
Silvercorp Metals CA:SVM TSX 1/21/2008 8.00 2.68 HOLD 3.00% silvercorp.ca
(1) On 2/27/07 Kinross acquired by exchange for Bema originally purchased at $1.06 on 6/6/02
(2) PCRAX paid a distribution of $2.08931 on Dec 08, 2008 thus reducing our purchase price by this amount.
(3) Ship Finance Intl. was acquired as a spinoff from Frontline 3/6/07
(4) Transocean merged with Global Santa Fe on 11/27/07 receiving .6996 shares in the new Transocean plus $33.03 in cash.
Buy And Hold Junior Gold & Silver Stocks - The Option Alternative
Company Symbol Exchange Initial Recom. Price Downside  Div Target-T/ Web Site
Dateand  Price  2/02/09 Buy Price Stop-S
Uus. $
Coeur d Alene CDE NY SE 9/2/2003  3.19 0.68 HOLD na coeur.com
Endeavor Silver EXK NY SE-Alt 7/26/2007 4.60 1.37 HOLD na edrsilver.com
Great Basin Gold GBG NY SE-Alt 12/21/2007 2.45 1.26 HOLD na greatbasingold.com
Nova Gold NG NYSE-Alt 2/29/2008 1150 3.29 2.10 na novagold.com
Taseko Mines TGB NY SE-Alt 7/24/2006 2.40 0.76 HOLD na tasekomines.com
US Gold Corp UXG NYSE-Alt 9/9/2005 1.70 1.78 HOLD na usgold.com
Canadian Dollars
Everton Res. CAEEVR TSX 1/4/2007  1.30 0.09 HOLD na evertonresources.com
Golden Valley CA:Gzz TSX 2/20/2007 0.50 0.09 HOLD na goldenvalleymines.com
Laramide Res. CA:LAM TSX 3/16/2006 5.20 157 HOLD na laramide.com
Mega Uranium CA:MGA TSX 5/1/2007  6.75 1.00 HOLD na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006 6.50 172 HOLD na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 0.34 HOLD na minandes.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. 1
want to caution you, however, that OTCBB quotes are not dways current. They can be aday or more old at times. 'Y ou should take the quote in Canadian
dollars (as described above) times .80 to see if the OTC quote looks correct. Y ou can access these OTCBB quotes by using www.barchart.com.

Peyto Energy-PEYUF  LaramideLMRXF UTS Energy-UEYCF  Minera Andes - MNEAF

Target-T A priceinthiscolumn preceded by “ T” representsthepriceat which you should liquidatetheposition and take profits. Stop-S A price
in this column preceded by “ S’ representsthe priceat which you should placea sell/stop. Do not short on thetarget price or thestop price. There

will not always be a target or stop pricelisted. For a further definition of a sell/stop, see the Welcome L etter.
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