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Thisrally inthe popular stock market averages has, indeed, been spectacular.
We caught the beginning quite well with our early 2009 forecast for alow inthe
 The U.S. dollar has alot to

d

o with our investment

strategy.
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* Inclosing, | am beginning
to get concerned about the

situation in China and

spring, but the strength in theaverageshaslasted longer than | expected.

Opinion is subjective for the most part, and thus it needsto be confirmed by
technical data. Fromatotally objective, technica aspect withmy opinionaside,
the Palio and Nasdag Slow Tracker models have doneagrand job calling and
sticking withthisrally. Nevertheless, | have continued to point out the cracks
forming initsfoundations, and | haveadvised investorsto use protective sopson
positions not advantaged by higher commodity prices. | continueto offer that
warning. Althoughtherally kegpsgoing and our timing models remain positive,
themoveisgetting longer inthetooth each trading day, and that putsuscloser to
acorrection, at thevery least.
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Another reason to use protective sopsisthat our timing modelsare designed to
follow themarket rather than leadit. Neither Palio nor the Fast Tracker will sell
e the top; but when they kick inwith sells, it will betimeto take some decisive,
fm g\1 z’% defengveaction. | will announceany changesimmediately inthe online updates.
i},?a W; | have talked in past letters about the use of atechnique called comparative
. *mj £ strength and weakness. Theideaisto compare stockswithin agroup or sector.
A — 5 During astrong period whenthegroupisrallying, it isbest to hold the strongest
A N — | issueswithinthegroup and look at the weaker onesas sdecandidates. During
\_\ \\ ‘\\\ corrections, it isbest to look at those that are holding up better thantherest as

It should not be assumed that the recommendations made in the future will be profitable or will equal past performance. A list of all 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
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purchase candidates. | will get back to thisalittlelater when | takeup someindividua stock recommendations, but it
isuseful to keep an eye onthe relative strength and weakness between the Nasdag and the S& P 500.

TheNasdag, for themost part, iscomposed of secondary issues. The Nasdaq iswhere you will find tomorrow’s big
names, and it iswhere themore speculative money isinvested. The S& P500, onthe other hand, is made up of more
mature companies. The Nasdaq hasto lead in comparative strength for ardly to be sustained. Studies have shown
that unlessmoney isgoing into the smaller and more speculative companies, agiven market rally cannot be sustained.
A simpleway to measurethisisthe Nasdag/S& P 500 ratio shownin the chart on Page 1.

Whentheratioisrisng, you cantakethisasapostivefor themarket overdl. Whenit isfalling, it isawarning that the
gpeculativemoney isnot keeping up. Such declinesintheratio will often portend ensuing corrections. | usea28-day
moving averageasasignd line. Thereareoftenwhipsawsabout the moving averageand false signd's, asyou can see
onthechart. Nevertheless, it isalwaysacaution flagwhen theratio isfaling and isbelow the 28-day moving average.

At thispoint, theratio doesnot look all that great, and it’sanother indication that the underpinnings of thisraly are
deteriorating. Such“deterioration” or negative divergence can, of course, last awhile. The definitivekeysareinthe
timing models, but the best strategy isto bewary of buying into the* new bull market” ballyhoo. You should keep those
stops on your non-commodity advantaged stocks; and when Palio issuesits next sell, tighten up those stopsand sl
issuesthat you hold that arecomparatively weak.

TheU.S. dollar hasalot to do with our investment strategy. Asweforecast latelast year, thedollar israllying. There
weretechnica warnings asearly asNovember that the dollar was overdone onthe down sideand that the dollar bears
were going to seean adjustment. Our Rydex U.S. dollar trading program then issued abuy signal on December 8,
2009; and withthe exception of areaction in late December/early January, the raly hasdone quite well.

The big questionsnow are: Isthisanew bull market inthe dollar, and how far will thismove extend? First of all,
withthe Federa deficit running and expected to continue a 4.5% or more of GDPfor the next severa years, thedollar
isnot goingto enter into along term bull moveany time soon. Withthe U.S. picking atradewar with China, the dollar
isnot going to enter abull market any time soon. With theactual U.S. unemployment pushing 18% to 22% according
to Shadow Statistics, the dollar isnot going to find anew bull
Unemployment ala Shadow Statistics market any time soon. Thisisatechnical correctioninan

Unemployment Rate - Official (U-3 & U-6) vs. SGS Alternate ongoing bear market, asoutlined in our past letters.
Momdbiy 8.4, theouph Devember 3006 (Fhagowsiaie, pom, FLE)

How far might thisbear market correction go? 1n December,
| projected therally inthe dollar would extend to the 80.00

€ level. Thisdill lookslikeareasonable objective. | canmake
L atentative casefor an overshoot to 81.50, but theimportant
e SesAliemate point isthat cyclical factorsaregoing to comeinto play soon,
Et : o mroaton i il and thismoveisaging. | doubt that most of you areinterested
= oI in trading the dollar, but it is important to our investment
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PR drategy becauseasthe dollar moveshigher, commoditiesin
954 1595 1998 THO7 YHO6 1999 2000 2007 2043 2003 2N 2505 2005 2007 2909 200 U.S. dollar termswill movelower. That isexactly what has
been happening sincelate November.

Theheart of our strategy isthat until the Dow/gold ratio fallsunder 5.0, wewill find thebest risk to reward by investing
intangible assets. After workingitsway downfromahigh of 43.7in 1999, theratio standsat about 9.5. There have
been correctionsaong the way, but the commodity bull still lives, and | believethe best isahead of us. Thebreak from
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current levelsintheratio to the sub 5.0 zone will be dynamic. The current up movein the dollar and subsequent
correctioninthecommodity complex —gold and crudein particular —isoffering usalong-anticipated buying opportunity.

My downside gold bullion price objective of $1,000 hasyet to be reached, but the dollar rally hasalittleup sidein it
yet. Asthedollar findsitstop inthe80.00 to 81.50 area, gold bullion should seek the $1,000 level whereitsupside
breakout occurred last fal. Inlinewiththis, | am recommending purchase of the Spyder Gold Trust ETF (GLD-
NY SE-$109.13) at $100.50 or better. You know | amnot fond of ETF's, so you should not go overboard on this.
My comfort level will be better if we can pick thisup at our price, and | do not intend to hold it long term. If wecan buy
GLD at $100.50 or better, | think we can makealittlemoney inthe next runingold.

In December, wewere stopped out of severa of our gold mining positionsthat were evidencing relative weakness at
thetime. Sincethen, prices have dropped to our buy pricesin Goldcorp (GG-NY SE-$35.67) at $34.50 or better,
Yamana (AUY-NY SE-$10.57) at $10.50 or better, Royal Gold (RGLD-NY SE-$43.76) at $43.50 or better, and
Rubicon Minerals (RBY-NY SE-$4.32) at $4.00 or better. | trust you were able to reinvest some of the proceeds
fromtheissueswewere sopped out of at theseprices. Asaways, be sureto diversify among our recommendations.

| have another new issueto recommend thismonth - Jaguar Mining (JAG-NY SE-$10.29). Thisisagredt littlegold
miner. They operatein Brazil and are one of thefastest growing gold producersintheworld. Sincethey do produce
gold as well as explore and develop new properties, | am not including them in the list of juniors. | am not as
comfortablewith Brazil as| amwith our Canadian miners, so you should look at thisas carrying amoderate level of
risk. Inother words, don’t bet thefarm.

Nevertheess, thiscompany has some good-looking, fundamenta growth aspects, and the technicalslook good too.
You can seeonthe chart Jaguar’scomparative strength compared to Kinross. Buy Jaguar at $8.50 or better.

Comparative Strength Income istough to come by in the precious metal sector, but
Jaguar vs. Kinross Gabelli Global Gold and Natural Resources (GGN-
| | « [ NY SE-$15.80) offers ahandsome dividend of $10.6% at
Jaguar Mining 4 || today'sprice. Theproblemisthat thisclosed-end fund holds
I‘:'i _ I.;_ﬂ,‘-,-.- \ * | alot of natural resource issuesaswell as precious metals,
X LY E*L; /’” and thoseissuesare masking the strength inthe gold shares.

A iy T -
AN ™ | 'wouldliketo pick up some additional shares and average
" L virroms cod A4 " | our pricedown. Thestock isrelatively weak compared with
| e ( L e itsbrethren, so we need to go deep. 1f you hold Gabelli and
i YTy b 8y AT et Yol |, | wishto average down, buy additional sharesat $12.00 or
STV Y., | better. 1 amnot 100% confident intheir dividend, however,
¢ : .+ | soif thereisadividend cut, cancel theseingtructionsand let
oz B 1. | the dust settle if you can. Thisis not easy to manage, of

w30 My o A W b n K dx D ocoursg, if you have open ordersinat $12.00. My suggestion
isnot to put inopen, “good ‘til cancelled” orders. Watch the stock and then if you seeit at $12.00 or better, make your
purchases, barring any interim bad news. That way, any surprisescan likely beavoided. If thereisasurprise, | will
addressitintheonlineupdatesand future letters.

Intheonlineupdateson Page 2, welist our Rydex gold trading program. Itiscurrently 77.5% invested. The position

has been accumulated since June 2008. Sincetheinitial purchase, wehave added incrementaly during selloffsto end

up with the account being 77.5% invested currently. You need to keep up with the online updatesto follow this

program- and preferably besigned up to receivethe updatesinyour e-mail. That way, you will not missany indructions.
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| amlooking for the XAU (PhiladelphiaGold and Silver Index) to fall to 140.00 or better inthiscorrection. That will
Set up our next purchase. Theingtructionswill beonthe updateswhensigndsaregenerated. Thequestionis. what
should you do if you have not previoudy participated in this program and would like to do so now?

| amnot sureif our work will tell usto go to a 100% position at the next signa or not. | would suggest that if you are
new to the Rydex trading program, you should consider a50% position at the next signal. 1f theprogram goesin
100%, you will bealittle light; but considering that you do not have the positionsacquired at lower levels, you need to
moderateyour risk. | will have specific instructionsfor newcomerswhen the next sgna occurs.

Asfar asthe silver companies are concerned, Silver Wheaton (SLW-NY SE-$14.88) ismy choice if we can buy
SLW at $13.500r less. Dueto itscomparative weakness, Silver Standard (SSRI-OTC-$18.15) is<till ahold. New
money would be better dlocated to Silver Wheaton.

Thejuniorswill remain on hold, with the exception of Rubicon Minerals. | will reassess the juniorsand consider
averaging some of these positions with new purchases when we seebullion back to $1,000. For now, hang onto what
you have. Put new money into Rubiconif you want aspeculation.

Crude prices have been trapped in atrading range essentialy between $65.00 and $83.00 since last summer. There
has been minor support withinthetrading range at $70.00 and overhead resistance at $82.00. | have been expecting
crudetoretrace back to thesupport level at $70.00 - and thusfar, prices have pulled back to about $72.50. We did
seeanegative sgnd for crudefromour Critica Price Point andlysis (see Page 2 of the onlineupdates). Thisbodesfor
further weaknessasthe dollar movestoitsfina highs. Again, the absolutesinthe price of crude are not asimportant
as buying energy issuesin further weakness.

At thispoint, | don’'t see any reason to change the published downside buy prices, but some adjustment may bein
order if wehaven't hit thoselevelsby thetimel publishthe February mid-month letter. Notethat Blackrock (BGR-
NY SE-$24.40) iscloseto itsbuy price of $23.00, and it has adecent dividend of 6.7%.

Prospect Capital (PSEC-OTC-$11.49) istrading under our previous $12.00 buy price. If you are participatingin
thisrecommendation and following our ingtructions, you should have bought 25% to 30% of your positionat $12.00
and the balance on February 1 at $11.00. That would give you an average price of $11.30, where | am setting the
downside buy pricefor future purchases.

We have an open recommendationto buy Linn Energy (LINE-OTC-$27.46). Stick withtheplan. | think we have
avery good chance of building apostionin Linn at avery good price. Our origina recommendationwasto buy 25%
of your intended position at $25.50 or less. Wewere ableto do thisonaweak opening at $24.72 (see Page6). The
recommendation wasto buy 25% of your intended position at that price. If you followed that recommendation, just
stay thecourse. If you have not purchased Linnyet, buy 25% at $25.50 during weakness.

Onceyou purchaseyour initid position, put inan order to buy another 25% at $24.00. Linn managed to get downto
$24.51 on the 25" of January, so the chances of hitting $24.00 are still pretty good. 1f weare ableto pick up this
second chunk at $24.00, put inanorder to buy the balance at $23.00.

Crescent Point Energy (CPG-TSX-C$38.40) and Brookfidd Renewable Power Fund (BRCUN-TSX-C$19.95)
need to come off someto beattractive asadditiona purchases. | likeboth of theseissues; but until they come down
enoughto give ussometechnical footholdsto gear off of, | am putting themboth onhold. | would liketo diversfy into
something withabetter yield.
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One possibility for afew dollarsisthe IRR Risk M anaged Natural Resour cesFund (IRR-NY SE-$16.31). It has
come off rather dramaticdly of late, and it isback near our original buy priceof $16.25. Thefundisnot goingtobea
big capita gainwinner over thenext few years, but it should find respectable appreciation from current levels. IRR will
do well asthedollar returnsto itsbear trend, and it portsadividend of 9.4% at itscurrent price. |f you dready own
the stock and would like a stink bid, try an open order at $14.00.

The bond market is being heavily managed by the Fed, but they haveindicated that they do not intend to continue
buying mortgage paper after March. Basicaly, two thingsare going oninthe bond market. One, the Fed hasmade
arrangementswith the dealerswho buy Treasuries at auction to take any paper off their handsthey cannot unload on
their own. The second thing the Fed isdoing isbuying mortgage paper fromthe banks. The banksthen takethe money
they get fromthemortgagesand buy Treasuries. Theresult isanice, symbiotic relationship between the banksand the
Fed. Thebond market issustained, and interest ratesstay low. | really can’t believe the Fed will givethisup after
March asthey imply. Keepyour eye onthe 10-year Treasuriesfor clues. | expected that the Fed would work to turn
rates back after they broke over 3.80% in December. So far, the 10-year yield has dropped back to 3.60, but the
dideisanythingif not labored.

Inclosing, | am beginning to get 10-year Treasury Yields

concerned about the situationin 4 * 40
China and our political and o \*ﬂw N ,/ R 3.80%
economic relationship withthem. i ) J,ﬁr W NN = 3.60%
Domestically, their economic ] i/ ”u""’“\‘l Pf‘u “\ﬁ 34
growth - which has been S ! 22
subgtantid - dependsonextremely | — 30
loose lending practices. Lately, fqlwivﬁvl( M W‘ﬂ "
there has been a move by the V" e
Chinese government to tighten 24
credit. Unlessthisishollow talk, Mar  Fpr H;y TR Fu:g S;p T e
their economy will suffer

drastically. | amnot onethat believeswe will seethereturn of theAmerican consumer or economic vibrancy inthe
West any time soon, and thiswill stressthe Chineseexport industries. If credit istightened ontop of that, theresult will
be moredrastic than what we saw in the West when credit froze in 2008.

The Chinese government hasaton of money in foreign reserves, but they could beforced to usethat money to bolster
their domestic economy and placate angry citizensrather thaninvest it inU.S. Treasuries. | believe thiswould require
purchasing huge quantitiesof raw meterids becausemuch of their job gimuluseffortswill go toward building infrastructure.
Another problematic tremor isthe trade spatslately betweenthemand the U.S. Anything that encumbersfreetradeis
abearish development for all economiesand marketsinvolved. | would not invest in China. When problemsoccur and
thepinchison, peopleawaysrevert to fundamentaism. 1dam marginaized revertsto militancy based on their most
conservativeideds. ThetraditioninChinaisnot capitaistic. At heart, they are still and will remain communists.

OnApril 1, wewill change the publishing schedule for Professional Timing Service and will discontinue mailed hard
copies. Theletter will be published online monthly, and online updates will be published periodicaly in order to keep
you current with changesin our modelsand to tiethemonthly letterstogether. Specia dertswill dso bee-mailed inthe
evert of surprise eventsduring themonth that need to be addressed. Whenthelettersand online updatesare published,
they will beautomeatically e-mailed to al subscriberswho subscribethrough Forbes. If you subscribedirectly with us,
themonthly lettersand online updates areautometically e-mailed only if you have voluntarily opted to have us e-mail
themto you. If you arenot receiving themin your e-mail and wish to, let meknow.
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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 1.01. You should buy at or below the posted downsidebuy price. Thedownsidebuy pricedoes not imply that thislevel 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 Initial Recom. Price Downside Div Target-T Web Site
Dateand  Price 2/02/10 Buy Price  7/01/08 Stop-S
Uus. $
Alliance Res ARLP oTC 9/29/2004 27.98 42.10 HOLD 7.41% S=$36.20 arlp.com
Apache Corp APA NY SE 3/5/2007 68.00 104.63 90.00 0.58% apachecorp.com
Baytex Energy BTE NYSE 5/18/2004  9.00 29.57 24.00 7.16% www.baytex.ab.ca
Blackrock BGR NYSE 8/3/2005 2599 2440 23.00 6.70% blackrock.com
Enerplus Res. ERF NY SE 11/20/2008 19.00 22.50 HOLD 9.06% S=$20.95  enerplus.com
Gabdli Glb. Gld. GGN NYSE 1/3/2006 2210 1580 12.00 10.69% gabelli.com
Goldcorp GG NY SE 7/24/2008 40.00 35.67 34.50 0.50% goldcorp.com
IRR Rsk Mg Nat Res IRR NYSE 10/2/2009 1625 1631 16.25 9.44% ingfunds.com
Jaguar Mining JAG NY SE Buy at $8.50 10.29 8.50 na jaguarmining.com
Kinder Morgan LP KMP NY SE Buy at $54.00 62.47 54.00 6.77% kindermorgan.com
Linn Energy LLC LINE oTC 11/18/2009 24.72  27.46 24.00 9.25% linnenergy.com
Pimco Com. Fund PCRAX 3/2/2005 1189 7.82 HOLD 4.74% pimcofunds.com
Prospect Capital PSEC OoTC 1/5/2009 1200 11.49 11.30 14.23% prospectstreet.com
Prospect Capital PSEC OoTC 2/1/2010 11.00 11.49 11.30 14.23% prospectstreet.com
Royal Gold RGLD NYSE 7/8/2009 38.00 4376 4350 0.82% royalgold.com
Schlumberger SB NYSE 1/18/2008 75.00 66.12 HOLD 1.27% slb.com
Silver Standard SSRI oTC 1/4/2007 30.00 1815 HOLD na S=$11.60 silverstandard.com
Silver Wheaton Sw NYSE 3/10/2006  8.40 14.88 13.50 na S=$11.80 silverwheaton.com
Spyder Gold Tr. ETF GLD NYSE Buy at $100.50 109.13 100.50 na n/a
Yamana AUY NYSE 4/14/2005 2.90 10.57 10.50 0.37% yamana.com
Canadian Dollars
Altius Minerals CAIALS TSX 8/9/2007 1788 854 HOLD na altiusminerals.com
ARC Energy CA:AET.UN TSX 9/8/2008 2585 2043 HOLD 6.02% arcresources.com
Crescent Point En.  CA:CPG TSX 9/16/2008 30.20 38.40 HOLD 6.99% crescentpointenergy.com
Brookfld Ren Pw. CA:BRC.UN TSX 12/17/2008 1599 19.95 HOLD 6.51% greatlakeshydro.com
Peyto Energy CAPEY.UN TSX 7/18/2003  8.75 13.95 HOLD 10.24% peyto.com
Silvercorp Metals CA:SVM TSX 1/21/2008 8.00 6.00 HOLD 1.15% silvercorp.ca

Buy And Hold Junior Gold & Silver Stocks - The Option Alternative

Company Symbol Exchange Initial Recom. Price Downside  Div Target-T/  Web Site
Dateand  Price 2/02/10 Buy Price Stop-S

Us. $
Coeur d Alene (1) CDE NY SE 9/2/2003 31.90 15.10 HOLD na coeur.com
Endeavor Silver EXK NY SE 7/26/2007 4.60 3.55 HOLD n‘a edrsilver.com
Great Basin Gold GBG NY SE 12/21/2007 2.45 1.75 HOLD n‘a greatbasingold.com
Nova Gold NG NY SE 2/29/2008 11.50 5.76 HOLD n‘a novagold.com
Rubicon Min. RBY AMEX 2/1/2010 4.00 4.32 4.00 n‘a rubiconminerals.com
Taseko Mines TGB NY SE 7/24/2006 2.40 4.65 HOLD n‘a tasekomines.com
US Gold Corp UXG NYSE 9/9/2005 1.70 2.35 HOLD na usgold.com

Canadian Dollars
Everton Res. CA.EVR TSX 1/4/2007 1.30 0.28 HOLD n‘a evertonresources.com
Golden Valley CA:GzZZ TSX 2/20/2007 0.50 0.28 HOLD na goldenvalleymines.com
Laramide Res. CA:LAM TSX 3/16/2006 5.20 1.50 HOLD n‘a laramide.com
Mega Uranium CA:MGA TsX 5/1/2007 6.75 0.67 HOLD na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006  6.50 2.52 HOLD na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 0.75 HOLD n‘a minandes.com

(1) On 5/27/09 Coeur d’Alene had a 10 for 1 reverse split. All prices have been adjusted accordingly.

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 .99 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 pricein thiscolumn preceded by “T” representsthe price at which you should liquidate the position and take profits. Stop-S A
pricein thiscolumn preceded by “ S” representsthe price at which you should place a sell/stop. Do not short on thetarget price or the stop price.
There will not always be a target or stop price listed. For a further definition of a sell/stop, see the Welcome Letter.
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