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| know it may seem like I'm
whipping adead horse, but my current
strategy in the metals remains
unchanged —don't sell your mining
shares. Wait to buy more.

Here is what buyers
who would chase
the metals are up against.

The MACD pattern in gold has
reached extremely overbought
levels. A sdll will not go into effect
until the solid line crosses below the
dashed line, but theimplicationsare
clear. Thismarket iswell beyond the

low risk buying stage.

Look at theRSl. It, too, hasreached
into overbought territory, and it has
turned down - all while prices have
moved higher. This is a classic

topping pattern, andit agreeswiththe
warnings from MACD.

There are other things to consider.
First, seasonality calls for highs in
the winter and lows in the summer.
Admittedly, the highs are late, but
that doesn’'t negate the seasonal
tendency for prices to weaken into
the summer. There are also the
cyclical lows which are due late
May that | have written about in the
last two letters.

The question on al of our mindsis
how far acorrection might take gold
prices down. The next level of
technical support is $590 basis
December futures. Support levels
do not have to be reached. They
represent expectations under
normal conditions.
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Thegold market may well be stronger
than normal. Nonetheless, don't be
surprised if we see a quick drop to
$590-$600. That isnot ahugedrop -
only about 10% from current levels.
My expectationisthat the correction
will berather brief aswell asshallow. |
have adjusted some of the buy-and-hold
downside buy prices,; and if you are
interested in adding to your positions,
you should have your ordersin under
the market.

Silver mirrorsthe technical situation
in gold, although the overbought
extremesareworse. Thisisprobably
due to the excitement over the silver
ETF iShares Silver Trust (SLV-
AM EX-$143.65) launched on April
28. If SLV has caught your interest,
my suggestion is to trade it in
accordance with the Hyperion signals
for silver futures.

Long term, buy-and-hold invest-
ments will be better suited to stocks
like Silver Wheaton (SLW-AM EX-
$10.95). The mining companies will
giveyou abetter growth position than
silver bullion investmentswill. Keep

your open orders in to buy Silver
Wheaton, but move them up to
$9.00. The mining shares are apt to
be more volatilein thiscorrectionthan
the bullion, 50 $9.00 iscertainly within
reach.

It is estimated that the silver ETF
(SLV) will take a sizable amount of
siver off a market which is aready
out of balance. Supply seemsto be
falling short of demand lately.
However, this is offset by forecasts
that 2006 silver production will
increase over last year and morethan
make up for any shortfall.

This is all fundamental musings.
The truth will be found in the
technicals. Technicals trump
fundamentals every time, and the
technical situation in the metals is
short term overdone. The technical
gituation is not long term bearish,
mind you; but the near term continues
to call for caution.

Gold should pull back to the $590 level.
Silver has support at $11.00 basis July
futures. Thesupport level for the XAU
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hasmoved up abit and currently stands
at 130.00.

Another technical aspect that needs
review is Simplicity. | presented this
model last May whenthemining socks
were making cyclica lows. Simplicity
isthe ratio between the price of gold
and the price of the XAU.

Higtorically, theratiowill runfrom5.00
t03.20. Whenit reaches5.00 or higher,
themining Socksarevery low risk buys.
Thisiswhat happened in May 2005.
Ontheother hand, readingsat 3.20 or
lessindicate that the mining sharesare
solid sdlls, even during strong bull
markets.

The current reading is4.15, which is
somewhat inthe middle of the range.
Thedirection of theratio will shed light
oncurrent trendsaswell. First of all,
notethat over thelast few years, 3.75
has forecast temporary tops in the
markets. Wereached that level again
in February.

Perhaps more enlightening is simple
trend analysis. If the ratio rises
through the trend line, the indication
isthat it will risefurther. Astheratio
rises, the mining shares are going to
perform poorly inrelation to the price
of gold. The best time to buy, of
course, iswhen theratio topsout and
beginsto fall. Thisiswhen thevalue
of the mining shares beginsincreasing
relative to the price of gold.

You can see the trend break on the
chart above. Theratio should rise at
least to 4.70 in this process. Once
the ratio moves up, we can apply this
sametrend lineanaysisto identify the
ratio’snext turnto thedownsde. That
will Signify that the correctionisover.



Thetrend andysshereisconfirmed by
MACD. MACD has just issued a
“buy” ontheratio, indicating that its
trend will now be up. As the ratio
rises, mining shares are going to be
relatively weak. My expectation is
that they will actually fall - as will
the price of gold - but percentage-
wise more. The shares are always
more volatile than the bullion.

The third aspect to the Simplicity
analysisisthat the Relative Strength
Indicator (RSl) at 50 isnot anywhere
near the 70 reading we should see
when the ratio is topping out and
shares are agood buy. The bottom
line is that there are no bargains in
the metals - not at thispoint. Buying
at this juncture simply carries too
much risk.

Once the profit-taking begins, you
aregoing to hear alot of bearish news
about gold and silver fromthe media.
You will hear about how a cooling
of the economy will force commodity
prices (including gold) back down.
You will hear that China is about to
fall into arecession. You will hear a
lot of nonsense. China, in fact, is
working very hard at converting to a
consumer-driven economy from an
export-driven economy. Their
demand on all of the world’s
resources (including food) will only
increase as their consumer class
increases.

The way to play thisis to hold your
resource stocks, including silver and
gold. Don't let bearish news force
you out. If you sell, you will not get
back in. Accumulate cash and plan
to take advantage of normal bull
market corrections. Be a buyer at
more advantageouslevels.

My favorite metal
stocks are Silver
Wheaton (SLW-
NY SE-$10.95),
Goldcorp (GG-
NY SE-$38.13),
and U.S. Gold “’”Y
Corporation
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$9.40). If | were | |
going to pay too

Support at 85.00

much for aprecious

metal stock in this

market with the intention of holding
through thick and thin, these are the
issues | would buy. If you can't wait
for asdloff, buy these now, but | think
you can do better if you wait. | would
have open, “good ‘til cancelled” buy
orders in for SLW at $9.00, for
Goldcorp at $30.00, and for USGL at
$8.05.

The U.S. dollar
isin trouble.

The U.S. dollar should be of chief
importanceto you with regard to your
investments and investment strategy.
We sport hugedeficits, both privateand
public. In fact, America has made
outrageous promises in terms of
retirement benefits, hedlth care, foreign
obligations, etc.; and all of these
promises are in dollars — trillions of
dollars — tens of trillions of dollars.
Theepromisesarein Bill Gross sterm:
“excessvefutureunreserved lidhilities.”

Add to this our weak manufacturing
industries, dwindling export power,
and uncompetitive labor costs in

global markets and it adds up to a

situation of “al hat and no saddle.”
The promises have been made, but
the wherewithal to deliver on those
promisesis evaporating.
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There is one way out.
Debase the dollar.

Every country throughout timethet has
been caught inthe Stuation of not being
able to pay their hills uses the same
solution —they shave their money. If
the U.S. dollar is depreciated, our
competitivenessgainsan advantageand
our debt diminishes. Inflation canwork
megic.

Consider if you had bought an
expensve house 40 yearsago and had
taken amortgage. Let’ssay you had
bought a house for $40,000 in 1970
whenagoodincomewas$10,000, and
you somehow had borrowed the entire
$40,000. Thedollar has depreciated
to theextent that today, a$40,000 debt
ispeanuts. Americacan andwill work
itsway out of its obligations- not by
default, but by devauing thedollar.

This is a delicate undertaking. The
Fed needs a decent and orderly
lynching, not a rout. There is no
advantage in inciting a panic. How
will the Fed go about this? By
keeping interest rates too low.
Interest rates are too low aslong as
they arebelow thetruerateof inflation
and below the rates paid by other
industrial countries.



Will interest rates rise?

Yes| believethey will - not enough
to be attractive from a global
investment basis, but high enoughto
keep our foreign investors from
shifting away inapanic. All thewhile,
you will be seeing central banks
quietly decreasing their reservesin
dollarsand increasing their reserves
inother currencies- principally the
euro and gold.

Interest rates will stay below the
real rate of inflation. The official
CPl is3.4%, but we dl redize that,
inredlity, thisisjust part of the big
lie. The government has a vested
interest in keeping the CPI as low
as possible and overtly manip-
ulatesthemath. What isthe “true’
rate of inflation?

| read the other day that if the CPI
was calculated with the same math
that wasused inthe 1960's, it would
be 8% plus. Bonds will suffer.
Remember, interest rateswill il rise
- just not enough to either surpass
inflation or to be competitive with
other central banks.

Don’tinvest in bonds.

Just as gold and silver will correct
before moving once again to new
highs, the dollar will wiggle in its
pathto lower values. Bear inmind
that asubtlelynchingisdesred - not
ariot.

Our Hyperionmodd iscurrently short
thedollar, and | fully expect to see
the U.S. Dollar Index fal to 60.00
onalongtermbass. Currently, you
might expect to see some support at
85.00 basis the June futures. We

are close to ashort term bouncein
the dollar that will coincide with a
correctioningold and Slver.

DOLLAR

If thedollar rdliesback to 88.00, you
might liketo takeashot at buying the
Rydex Dynamic Weakening Dollar
Fund. Thisisaninversefund of the
U.S. Dollar Index. If you are of a
mind to get acloser handleontrading
the Weskening Dollar Fund versusthe
Dynamic Strengthening Dollar Fund,
you can key off the Hyperion signals
for thedollar index futures.

Longer term, the dollar is going to
fall in relation to most foreign
currencies - especially the
Canadian dollar. The Canadian
dollar continuesto climb, and it hit
.90 recently. Thereis no doubt in
my mind that it will reach par with
the U.S. dollar. The U.S. dollar is
also going to fall in relation to the
value of gold, silver, copper, lead,
zinc, crude oil, natural gas, and
other raw materials.

Commodity pricesaregoing to rise
much further in U.S. dollar terms.
Inflation isgoing to get worse, and
your dollars are not going to buy
asmuch next Christmas asthey did
last December. Energy priceswill rise
asthedollar fdls, and your Canadian
energy trustswill giveyou aposition
in energy, aswell asapositioninthe
Canadian dollar.

Asthe Canadian dollar appreciates,
your dividends will increase in
U.S. dollar terms, and the value of
the shares will appreciate as well.
You should see your Canadian
dividends increase nicely in U.S.
dollarsthismonthfromlast.
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Paramount Energy (PMTUN-
TSX-C$20.10) isdtill highonmy list.
My buy price is C$20.00, whichis
about $18.00 U.S. You will haveto
be patient with natura gas; but when
acommodity isweak, it isthe best
timeto buy.

Natural gas has made a nice
bottom. Our intermediate term
model issued a buy signal on
March 24, and gas has moved up
from its lows since then. It has
pulled back some recently; but
considering the large inventories
caused by lesswinter demand than
expected, the priceis still acouple
of dollars higher than it was last
year at thistime.

Current inventories will dissipate
quickly as the summer progresses,
but the temporary oversupply
situation has provided you with an
investment opportunity. Itisupto
you to take advantage of it ... or
you can wait until natural gas
breaks to new highs and end up
chasing it - like latecomersto gold
and silver are trying to do.

| suggest that you consider buying
some Paramount. Also, buy some
Canetic (CNE-NY SE-$21.56).
Buy some here (don’'t pay over
$22.15); and if it falls back to
$20.00, buy some more.

| want to point out that Head-
watersInc. (HW-NY SE-$35.66)
is trading under our buy price of
$37.10, andit lookslikeit hasput in
alow just under $34.00. | picked
up some shares myself; and if you
don’'t ownsomedreedy, afew shares
of Headwaterswill help diversfy your
energy portfolio.



| do think that crude oil isduefor a
brief pullback to the $70to $72 level
basisDecember futures. Natura gas
may correct someaswell.

The problem is that geopolitical
events can pushgasand oil through
theroof overnight. You needto have
apostion and beready to accumulate
moreif market conditionspush prices
back temporarily. We have other
energy issues with associated
downside buy priceson our buy-and-
hold list. Heed the buy prices.

Near termcorrectionsasde, you are
going to seehigher crude and natural
gaspricesaswdll ashigher costsfor
everything else as energy costsare
passed through to the consumer.
Exploiting theenergy crisisisnot that
difficult. Natura gasisgivingyou a
great opportunity right now.
Canadian energy trustsare presenting
youthe opportunity to teke additiond
advantage of afdling U.S. dollar.

We have an interesting Canadian
tar sands company on our buy-and-
holdlist - UTSEnergy (UTS-TSX-
C$7.17) that we recommended
readers buy at C$6.05 or less.
Since then, the stock has
meandered about the C$7.00 level.
It hasnot dropped to C$6.05 (aswe
had hoped).

| am raising the buy priceon UTS
to C$6.50. | think with a little
patience and luck, we can buy
somethere. If you usethecurrent
Canadian factor of .90, this one
should cost you about C$6.50 x
.90, or about $5.85in U.S. dollars.
It has a position in the emerging
tar sandsindustry, which | seeasthis
country’'sonly real dternativeenergy

choice. Ascruderisesin price, tar
sands becomemoreprofitable. There
isno dividend, but UTSgivesyou a
play ontar sasndsaswell asaplay on
asgtronger Canadiandollar.

| do hear from some folks that tell
metheir broker won't let them buy
Canadian stocks. | say the solution
isto get anew broker. Get onethat
iswillingtowork for you. | buy mine
through Scottradewith no problem.
| dso havean account withWachovia
and do not get any Satic about buying
Canadian stocksthrough them.

The stock market is not going to
do well in the inflationary (weak
dollar / higher commodity) world we
have confronting us. You aregoing
to betold that aweak dollar will be
goodfor U.S. business. Don't count
onit. Thestock market issoonto be
inthe next bear market phase.

May through October

are the months when

the market averages
perform the worst.

Inthelast two letters, we discussed
how aMACD sl sgnd onthe S& P
500 could help finetunethetiming of
the “worst six-month” period by
announcing itsbeginning. To date,
we gill have not had that signdl, but
wewill report it onthehotlinewhen
it occurs.

The worst six months have
officially begun as of the first of
May. MACD will givetraders a
finer tuned signal that the time
to protect yourself is at hand.

OntheMACD signd, you might take
a50% positionin Rydex Ursa (now
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the Rydex Inverse S& P 500 Fund)
and 50% into Rydex Arktos (now the
Rydex Inverse OTC Fund). Thiswill
be aspeculative postion that wewill
liquidatewhen the*worg sx months’
period isover. | wouldn’t put your
entirewealth into this, but the odds
areinyour favor.

If there is a crash,
it will mostlikely occur
sometime during the
next six months.

The percentages are very good we
will see acrash. You can consider
this position agpeculation or hedge.
Itisahedgeagaing thegenerd market
collapsing, and it isahedge against
the Fed making ablunder. All Feds
blunder, and Bernanke's Fed will
blunder as well.

Yes, if thereisacollapse within the
next six months, al the ships will
fall with the tide. The commodity
stocks, however, will recover, but the
otherswill not.

It is time for you to be ready for
some adjustments. The best
strategy will be to use strength to
sell financial assets that are not
advantaged by higher commodity
prices. Sell thosedot coms. Raise
cash and set it aside until we get a
chance at some decent buys in the
precious metals and energy stocks.

Please Note

Contact meat info@protiming.comif
you are not receiving the hotlinesin
your e-mail andwould liketo. Thisis
freefor subscribers, but you haveto
elect this option. The reports are
issued each Tuesday and Thursday
evening.
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Recommended Socks For Buy And Hold - Updated 5/02/2006

Note: Ifyou gotowww.bigcharts.com, you can get quoteson Canadian stocksin Canadian dollar sby usngthe symbolswehavelised,
preceded by CA: For example, if you want a quotefor Shiningbank, go to www.bigcharts.com and typein CA:SHNUN. You can
approximatethepricein U.S. dollar sby multiplyingthe Canadian dollar quoteby .90. Y ou should buy at or belowthe posted downside
buy price. The downside buy price doesnot imply that thislevel will necessarily be reached, but that thisisthe maximum price we
recommend that you pay for theissue. Changessinceour last pogting arein bold letters.

Company Symbol Exchange Initial Recom. Price Downside Div Target Web Site
Dateand Price 5/02/05 Buy Price
U.S. Dollars
Alliance Res ARLP oTC 9/29/2004 27.98 43.38 39.75 5.21% arlp.com
Anglogold AU NY SE 2/25/2003 32.00 54.78 48.10 n/a anglogold.com
ASA ASA NY SE 11/19/2002 31.00 70.85 60.05 2.11% asaltd.com
Barrick Gold ABX NY SE 1/5/2003 22.85 31.19 28.00 0.79% barrick.com
Baytex Energy** BTE NY SE 5/18/2004 9.00 19.46 18.00 12.59% www.baytex.ab.ca
Black Rock BGR NY SE 8/3/2005 25.99 27.73 26.15 5.70% blackrock.com
Canetic Energy CNE NYSE 4/19/2006 225 2156 20.00 11.37% canetictrust.com
Enerplus ERF NY SE 4/20/2001 18.00 54.74 50.05 8.51% enerplus.com
Fording Coal FDG NY SE 11/16/2004 22.74 36.60 36.10 8.00%0* fording.ca
Frontier Qil FTO NY SE 8/3/2005 28.75 62.05 46.25 0.26% frontieroil.com
Gabdli Glb Gld, etal GGN AMEX 1/3/2005 22.10 23.64 22.50 7.29% gabelli.com
Goldcorp GG NY SE 8/15/2003 13.00 38.13 30.00 0.61% goldcorp.com
Headwaters HW NY SE 3/10/2006 36.30 35.66 37.10 n/a headwaters.com
PanAm. Silver PAAS oTC New Reco. 24.17 20.15 n/a panamericansilver.com
Pimco Comod Fund PCRAX 3/2/2005 13.97 15.02 15.00 7.43% pimcofunds.com
Primewest PWI NY SE 2/7/2003 17.00 29.73 30.05 12.88% primewestenergy.com
Provident Engergy PV X AMEX 6/16/2003 7.50 12.04 10.50 10.98% providentenergy.com
Silver Wheaton SLW AMEX 3/10/2006 8.40 10.95 9.00 n/a silverwheaton.com
Suncor SuU NY SE 2/7/2003 16.80 89.27 75.00 0.26% suncor.com
Valero VLO NY SE 4/26/2005 36.63 67.14 56.00 0.40% valero.com
Canadian Dollars
Paramount En. Tr CA:PMTUN TSX 12/20/2004 1644 2010 20.00 14.46% paramountenergy.com
Peyto Energy CA:PEYUN TSX 7/18/2003 8.75 27.64 Hold 6.26% peyto.com
Shiningbank CA:SHNUN TSX 1/2/2003 15.15 24.05 23.50 12.14% shiningbank.com

**Thedividendsfor the coal trusts depend on cash flow and the price of coal in the preceding quarter. | have listed thesewith adivi-
dend of 8% since| fed 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 - The Option Alternative

Company Symbol Exchange Initial Recom. Price Downside Div Target Web Site
Dateand Price 5/02/05 Buy Price
U.S. Dollars
Bema Gold BGO AMEX  6/6/2002 1.06 5.68 4.10 n‘a bema.com
Coeur d’Alene CDE NY SE 9/2/2003  3.19 6.31 5.35 n‘a coeur.com
MinesM gmt MGN AMEX  5/13/2005 450 9.08 7.65 n/a minesmanagement.com
Novagold NG AMEX  12/8/2004 6.50 16.47 13.10 n‘a novagold.net
US Gold Corp USGL OTCBB 9/9/2005 1.70 9.40 8.05 n/a usgoldmining.com
Yamana AUY AMEX  4/14/2005 2.90 11.09 9.05 n‘a yamana.com
Canadian Dollars
UTSEnergy CAUTS TSX New Reco. 717 6.50 n/a uts.ca
LaramideRes. CA:LAM TSX 3/16/2006 5.20 8.16 6.05 n‘a laramide.com

C$DenotesCanadiandollar. Quotesfor Canadian stockscan beaobtained ontheU.S. OTCBulletin Board (pink sheets) with thefollowing
symbols. | want to caution you, however, that OTCBB quotesarenot alwayscurrent. They can beaday or moreold at times. Y ou should
take the quote in Canadian dollars (as described above) times .90 to see if the OTC quote looks correct. Y ou can access these OTCBB
guotes by using www.barchart.com. | don’t have OTCBB symbolsfor American Bonanzaor International Wayside.

Shiningbank SBKEF PeytoEnergy PEYUF UTSEnergy UEYCF Paramount Energy PMGYF Laramide Res. LMRXF

Target The“Target” column representsthe price at which you should liquidate the position and take profits. Do not
reverseon thetarget price. Therewill not alwaysbe atarget price. Y ou should only reverse on the reversal stop price, even
if thereisno current open position.

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