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OBAMA RALLY TO TAKE A REST

McClellan Oscillator and S&P 500
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traders see the butcher It istimeto buckle up and tie down the hatches. The weather isgoing to get
coming. stormy for afew weeksbeforethe Obamarally moveshigher in July. | do not

Page 2 1 |ook for the S& P500 to break much below 800, if at all, but adecline of, say,

) 10% or soisto beexpected. Itissmply time for tradersto take some money
* Silver deserves aseparate | o of the game and relieve themarket’scurrent overbought condition.

comment.

Page 4 | A chart of the McClellan Oscillator isincluded in each of our online updates,

along with occasional comments. Asyou can see from the chart above, the

 What to look forinaM . . . : imei
altofookiorin aMay oscillator iswaving acaution flag. The market hasspent agood dedl of timein

correction. page’s | theoverboughtregion, andit sbeginningto breek down. Itshouldall et eas to
thefirg oversoldlevel again beforethenext leg of thisrally unfolds. Incidentally,
you can bring up a McClellan Oscillator chart at StockCharts.comwith the
symbol $NYMO. Thisisa“normalized” chart, so it will display different values
than my chart, but the pattern will be the same.

_:r"m R ;v Note onthe chart abovethat once atrend lineisbroken, thereisoftenareturn
g 3 to test the old trend line before the new trend resumes. Al suchtestsappear to

ia ?Wé' be closeto completioninthe oscillator asthisletter goesto press.
= i = = | also seecyclical and seasondl issuescoming into play here. For example, the
A ST | market'stradiitional “best six months’ of the year (November-April) have come
\.\ \\ ‘“\\ to anend, and wearenow inthe“worst six months’ timeframe. Thisisnot to
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imply that the market moves straight up from the end of
October throughtheend of April or that it will fal straight
I downfor sx months beginning in May. The market wiggles,
and my work suggeststhat it will wigglealittle higher until
August beforeit turns and begins asavage descent into the
| end of theyear.

Treasury Bonds - Weekly

135

| Regardlessof additional strength thissummer, | fully expect
_.| the averagesto close much lower by the end of October
thanthey arenow. Infact, | expect the S& P500 will break
[Lf‘/\ /\/// us| below itslowsset last March when the current rally began.
Inthe meantime, though, look for aconsolidation - basically

ol within the 800 to 900 zonein the S& P 500 followed by a
sl ool o it s s e hzleozs p s sl o neimipisorinul | oreak above 900 by June.

Although cydlical and seasonal factorsare pointing to some sdlling thismonth, both of our timing models, Palio and the
Nasdag Slow Tracker, remain postivethusfar. ThePalio sgnals cannot be pre-announced asthey are determined by
ongoing daily internas. The Nasdag Slow Tracker, however, will issueasdll if the Nasdag Compositefalsto 1,598.90
or lower. These modelsareupdated on each Tuesday and Thursday online update; but until they issue sell sgnds, we
do not need to get aggressiveassellers.

Thereare somefolksthat believe the stock market rally has been deflecting interest ingold. Perhaps, but it isnot
normal for precious metas and the stock market to tradelock step with one another. We saw that happen in spades
last year until the low in stocks and highin gold thisspring. Since then, paper assets represented by the popular
averages and tangible assets represented by the quintessentid real asset, gold, have beentrading inversely, asthey do
historically. Don't get confused by last year’ sdeleveraging processthat took all asset classeslower together. Thisis
not going to continue. Over thenext severa years, paper will fall and tangibleswill rise.

Thedollar’svalueis being heavily diluted by the government’s economic rescueefforts, and thisisbeginning to affect
the long bond market (chart above). The dollar islike Nissim Taleb'sturkey that | previoudly wrote about. Just
because theturkey isfat and happy for 999 days does not mean the butcher won’t show up onthe 1,000" day. The
dollar hasbeen able to hold up fairly well, but the butcher iscoming. A warning isflashing in the bond market, and
bond traders seethe butcher coming.

Thereissomesupport at 120.00 basis June and better support just above 110.00. Wewill see bondsfall to and then
wiggleat these points, but theoveral trend for bondsislower. Asbondsfall, interest rateswill rise. We havereached
the point whereinterest ratesarerising in order to attract money to the government’slong termdebt rollovers. That
meansinterest ratesonthelong end aregoing to beontherise- regardless of the Fed's short end manipulations- and
that the U.S. dollar isgoing to come off inthe process.

The chart aboveisall the morefrightening if weareto believethe Fed isactudly buying bonds (monetizing debt) inan
effort to support the Treasury market and artificialy hold down long termrates. If that isthe case, bondsare even
weaker than most think. Bottomline, they look absolutely horrible fromatechnical perspective. Thosewho think
bonds areagood investment are smply not listening to the market.

Do not invest inlong termfixed income vehicleslooking for abetter yield. You cantrade if youlike. Our Rydex bond
trading programisonasell, and it isupdated in the online updates. Bonds have beenwesak all year, and | believethey
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will continueonthispath. Interest ratesaregoingto DOLLAR - Long Term
move higher - first onthelong end and theneventualy | s wnacen w e e e avaena
ontheshort end aswell. i

|
Buy T-billsat 0.15% yield? When it is al said and m | e
done, it might be very smart to get your money back, h
regardliess of theyield. Bond buyersmay not get either. “
My preferencecurrently isto carefully put liquidity into |
CD’s for one year or less. Diversification is very 1‘
important. 1f you haveto cal onthe FDIC, your money
could betied up for anindeterminable amount of time
beforeitissettled. Youwill, intime, get your money
back up to the FDIC insured limits, but be aware that i L v
the higher insured limitscurrently in place only extend :-Eﬂ: f:
through the end of theyear. Current FDIC insurance | e fureseurcecon . i
levelsmay or may not be continued next year. =

el

You can buy CD’sthrough your broker; but once your broker takesacut, thereis not much left for you. You might
check out your loca banks and buy directly fromthem. There areteaser deals out there now, whichisfine. Just be
sureyou understand the“deal” goingin. Understand what your obligationsare if the rate they offer ssemsgenerous.

Hereisagresat ste: bankrate.com. Mindyou, it can bealittletricky to navigate. The smplest thing to do istypeinthe
complete address http://www.bankrate.convrates/safe-sound/bank-ratings-search.aspx. It will takeyou directly to
the pagededing withbank ratings. Go fromthereand select thetypeof ingtitution, etc. Thiscanbealittletricky, but
| find it iseasier to select your state and city in the “Banking Headquarters’ advanced search to theleft of the See
Reaults’ button. Again, the site canbealittlefrustrating, but it isanexcellent sourcefor determining the soundness of
abank when deciding to invest intheir CD’s. | prefer the bankswith four or fivestars. | avoid thosewithless.

Do not chaseyield! Stay short term ... and, yes, you should have some liquidity.

Asthegovernment “papersover” privateand publicinsolvencies, the abundance of paper will to cometo bear onthe
dollar at somepoint. Thebutcher cometh. Thereisastrong magnet for theU.S. Dollar Index at 80.00 wherelows
have formed over the years. We will see 78.00-80.00
GOLD - Daily broken - likely thisfall. Thiswill be accompanied by
lower bond prices, and it will finally force gold over
$1,000/0z. and onto new highs.

On Page 6, you will notice | haverevised thedownside
buy pricesfor most of our precious metal socks. Gold
isclognginontheend of the correction that beganinlate
February, andit istimeto get alittlemoreaggressiveiif
you want additional gold and slver postions. | ill think
it istoo early to be aggressive in thejuniors, with the
exception of those not on hold on Page 6. Thejuniors
will comeinto play once gold makes new highs, but most
are dill sufferingfromalack of interest and difficulty with
" [rebrary [uivch ot by T e’ " oy ot [septembedOctober | [ovembe|pecember [2obo’ ' [rebrbary Irch bt ' " [y f|mrg

Once these three important
highsat the $1,000/0z. level
are exceeded, $1,000/0z.
will become a long term
“floor price.”
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Gold generdly doeswell in May, consolidatesin June, and then runs strong onthe up sdeinto October. The current
correctionislonginthetooth. Consequently, | amincreasing buy pricesfor the Spider Gold Trust (GLD) to $85.50,
Goldcorp (GG) to $26.00, Kinross (KGC) to $14.10, Royal Gold (RGLD) to $35.00, Agnico-Eagle (AEM) to
$42.65, M arket VectorsETF (GDX) to $30.50, and Yamanato $7.50. Thereareno changesfor thejuniorsyet.
Also, the buy pricefor Silver Sandard (SSRI) is being raised to $14.90 and Silver Wheaton (SLW) to $7.20.
Notethesdl sop on Roya Gold. If thepostionfillsat $35.00, maintain aninitia sell stop at $22.70.

Sinceour lat letter, Central Fund of Canada wassold onastop at $11.09, and theiShares Silver ETF wassold
onagopat $12.20. Wewill pre-announce these if new buys develop.

Silver deservesa separate comment. | likesilver, but gold cutsto the heart of the tangible/paper asset matter.
Goldisthebest place and theleast speculative placeto have preciousmeta money. Asgold rises, so will slver to some
degree... but gold ismoney. Gold iscurrency, and it will bereturning moreto that roleintheinternational arenaover
the next severd years. Silver ismore speculative than gold, but perhapsthiswill carry alarger revard aswell. Just be
mindful of keeping adiversified balanceinyour portfolios. Silver can also bemore volatile than gold, and one should
not be overexposed in any one sector.

Energy isdoing very well for aworld supposedly teetering onthe brink of depresson. If therewereagrest depresson
in our immediatefuture, copper would not be selling for $2.10 and crude oil would not be over $50.00. Thetruthis,
thereisaglobal wealth shift going on. Thedeveloped nationsare giving up their prosperity to emerging economies.
Debt in developed economiesisbeing called in, and depreciating fiat currencies are being exchanged for resourcesthat
arefacing anincreasingly limited supply.

Fromatechnica perspective, crudeoil will have some problemsgetting much past $56.00inthe near term. Neverthdess,
two long termforcesareat work fundamentally. One concernssupply. One-half of dl the crude ever in existence has
been used. That wasthe easy stuff that was cheap to recover and refine. Going forward, each additional barrel
pumped is, on average, of poorer quality, more expensiveto recover, and more costly to refine. Couplethiswiththe
fact that mgor producing filds are suffering irreversible declines, and you can understand that regardlessof the recent
temporary moderationin demand, supply isdiminishing permanently. Exxon, for example, reported adrop of 614,000
barrelsaday intheir productionin 2008. Thiswasnot intentional, and they are not donewith thisproblem.

Supply isdiminishing, and thereredly isno subgtitutefor crudeoil. Therearepartial substitutesfor someof itsuses, but
thereisno replacement for crudeoil. Inthe next few years, you will see more exportersbecoming importersasthey
direct more of their output to domestic uses. Supply will bemore politicaly directed over the next decade.

Demand iscontracting somewhat currently, but thisistemporary, and the decline so far islessthan thedepletionin
globd production. New sourcesof crude aretoo expensiveat $50.00/barrel to pursue- either froman exploration or
adevelopment standpoint. Future oil will cost well over $50.00/barrel to find and extract. Weareonthelast of the
cheap stuff. It isgoing away fast, and crude pricesare beginning to perk up after four monthsof base building.

Itistimeto “buy your straw hatsinthewinter.” Conditions are favorable for buying energy thismonth, and aMay
consolidationin thestock market should provide uswith some bargainsas profit takers sell energy issuesoff. Itistoo
early to adjust the downside pricesfor energy issueson our buy-and-hold ligt. Stick withthoselisted. Crude hassome
overhead resistancejust over current prices, at $56.00, and it still hasthe potential to test the $45.00-$46.00 level
beforefindly launching into itsnext bull leg. Ascrude correctsthismonth, | will make adjustmentswhen appropriate
and report changesin the online updates and in the May mid-monthly letter. Longer term, | see $70.00 as easily
attainable thisyear, and $80.00isnot at al out of the question.
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Asper theinstructionsinthe April 24 online update, we sold our Ship Finance (SFL-NY SE) position at $9.00 on
May 1. We also put astop on Alliance Resources (ARLP-OTC-$34.41) at $28.10.

What tolook for inaMay correction. Asanew buy, | fill likeKinder Morgan (KMP-NY SE-$47.54), but only
if we can buy it at $45.20 or better. If we can’t buy it there, we will find something else. Great LakesHydro
(GLHUN-TSX-C$15.80) isnot as exciting asgold from acapital gains viewpoint, but it is profitable. Their 2008
profitswere up some 53% over the prior year - and thisisbefore Obama. Great Lakesoperates 26 hydroelectric
plantsonboth sides of theU.S./Canadian border. 1f Obamais successful intaxing cod-fired electricity, theincreasein
operating costsat coal-fired plantswill be shifted 100% to the consumer viahigher electricrates. Great Lakesisa
hydrodectric generating company, and it will benefit fromthe higher eectricity rateschargedto dl customers. 1t will
not havethe burden of dealing with higher taxesoncoal. It isabuy at C$16.00 or less, and it pays about 7.90%.

Kinder Morgan Energy Partners Besureto review the paragraphs on Page 6 concerning buying
and getting quotes on Canadianissues. Do not trust the OTC

pink sheets. Go to bigcharts.com and use the symbol

o 0 CA:GLHUN. | buy Canadiansthrough Scottrade, which must
BT, At S . | bedoneonthephoneand notonline. They will makethetrade
HL .. in Canadian dollarsand will giveyou aU.S. dollar equivalent at

o H' 1’;1‘* A "“E:. . W_,.‘ the time you place your order. Pick up afew shareshere, and
: ' I‘{ + then accumulate additional sharesif it fallsback to C$15.30.
. % Over the longer run, | think that Kinder Morgan and Great

| " L akes Hydro will be excellent income producers.
- Chigthanison
R | think all sectorswill sink abit in May, along with the popular
averages, and thiswill give you an opportunity to add metas
Great Lakes Hydro Income Fund and energy to your portfolios. Don’'t get overly pessimistic
= : about the market’s prospects this summer if the mediaruns

f . heavy with* gloom and doom” storiesthismonth.

fi& .

. ”W_ﬂ“ '. i Unlessthere are some surprise changesin my technical work,
A the Obamarally will resumeand extend into August. That leg
' w\ L | will give you an opportunity to liquidate any non commodity-
"} ﬁ-—W fw 2 advantaged investmentsyou hold. ComeAugust, weaknessin
T | the U.S. dollar will support gold and other raw material prices

- T going forward into 2010 whilethe popular averageswill break
T A from the crowd and head to new lows. Inorder to seethe bear

market low when it comes, look for a 6% yield in the Dow,

PE’sunder 10, and the Dow/gold ratio well under 5 (likely 2 or less). Thiswill not happen any time soon. Over the
next few years, the biggest loserswill be financia assets, including bondsand the U.S. dollar. Themoney will bein
tangibles—commodities. Oncelate summer arrivesand the averagestop out, | look for the commodity marketsand
financial assetsto once again begintrading inversely - asgold and the averagesare now.

]

Asaparting thought - Americans are going to be moreregulated and taxed higher during the next four years. Inthe
meantime, Asaand other emerging economieswill become more capitalistic and will remain free of theregulation we
deem necessary intheWest. Consider this. 10% of the taxpayers make $92,400 or more, and they pay 70% of the
taxes! The group making $44,300 or less comprise 60% of taxpayers, and they pay aminimal 3.3% of al income
taxes. Congder dso that in China, thereareno corporate or capita gainstaxes. Money waysgravitatesto whereit
istreated the best.
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Recommended Socks For Buy And Hold

Note You can get quotes on Canadian stocks in Canadian dollars by using the symbols we have lised at www.bigchartscom. Thus, if you want
aquotefor Peyto Ener gy, gotowww.bigcharts.com and typein CA:PEY UN. Y ou can approximatethepricein U.S.dollar sby multiplyingtheCanadian
dollar quoteby .79. You should buy at or below the posted downside buy price. Thedownside buy price doesnot imply that thisleve will necessarily
be reached, but that this is the maximum price we recommend that you pay for the issue. Changes since our last posting are in bold letters.

Company Symbol Exchange Initial Recom. Price Downside Div Target-T Web Site
Date and Price 5/01/09 Buy Price  5/01/09 Stop-S
us. $
Agnico-Eagle AEM NY SE 1/10/2007 36.00 44.38 42.65 0.41% agnico-eagle.com
Alliance Res ARLP OoTC 9/29/2004 27.98 34.41 HOLD 8.49% S=$28.10  arlp.com
Apache Corp APA NY SE 3/5/2007  68.00 76.97 60.00 0.79% apachecorp.com
Baker Hughes BHI NYSE 2/5/2008  64.63 36.91 30.00 1.63% bakerhughes.com
Baytex Energy BTE NYSE 5/18/2004 9.00 14.75 10.50 8.08% www.baytex.ab.ca
Blackrock BGR NYSE 8/3/2005  25.99 17.82 15.00 9.09% blackrock.com
Central Fund Can. CEF NYSE-Alt 12/1/2008 9.50 4/8/2009  Sold on Stop at $11.09 centralfund.com
Currshrs. Eruo ETF FXE NY SE 8/22/2008 14857 132.66 HOLD 0.19% S=$124.00 currencyshares.com
Enerplus Res. ERF NY SE 11/20/2008 19.00 20.00 15.00 9.05% enerplus.com
Gabelli Glb. Gld. GGN NY SE-Alt 1/3/2006  22.10 13.60 13.10 12.35% gabelli.com
Goldcorp GG NY SE 7/24/2008 40.00 2751 26.00 0.65% goldcorp.com
iShares Silver ETF SLV NYSE 12/15/2008 10.56 4/6/2009  Sold on Stop at $12.20 ishares.com
Kinder Morg.LP  KMP NYSE Buy at $45.20 4754 45.20 8.83% kne.com
Kinross Gold (1) KGC NYSE 6/6/2002  2.39 15.52 14.10 0.52% kinross.com
Kinross Gold KGC NY SE 1/4/2007  11.00 1552 14.10 0.52% kinross.com
Mkt. Vectors, ETF  GDX NYSE-AIlt 9/11/2006 37.00 33.04 30.50 na n/a
Pimco Com. Fund (2) PCRAX 3/2/2005  11.89 6.48 HOLD 4.34% pimcofunds.com
Royal Gold RGLD NYSE Buy at $35.00 36.19 35.00 0.88% S=$22.70  royalgold.com
Schlumberger SB NYSE 1/18/2008 75.00 50.67 35.00 1.66% slb.com
Ship Finance (3) SFL NY SE 3/6/2007  0.00 5/1/2009  Sold at target at $9.00 shipfinance.org
Silver Standard SSRI OoTC 1/4/2007  30.00 17.19 14.90 na silverstandard.com
Silver Wheaton SLw NY SE 3/10/2006 8.40 7.72 7.20 na silverwheaton.com
Spdr Gold Trust GLD NYSE 9/11/2006 58.85 86.95 85.50 na n/a
Transocean (4) RIG NY SE 1/4/2007  75.00 70.62 49.20 na deepwater.com
Yamana AUY NY SE 4/14/2005 2.90 8.03 7.50 0.50% yamana.com
Vdero VLO NYSE 4/26/2005 36.63 20.65 HOLD 2.91% valero.com
Canadian Dollars
Altius Minerals CAALS TSX 8/9/2007  17.88 6.72 HOLD na altiusminerals.com
ARC Energy CA:AETUN TSX 9/8/2008  25.85 15.97 HOLD 9.02% arcresources.com
Crescent Point En.  CA:CPGUN TSX 9/16/2008 30.20 29.50 24.00 9.36% crescentpointenergy.com
Great LakesHydro CA:GLHUN TSX 12/17/2008 15.99 15.80 16.00 7.91% greatlakeshydro.com
Peyto Energy CAPEYUN TSX 7/18/2003 8.75 9.34 HOLD 15.42% peyto.com
Silvercorp Metals CA:SVM TSX 1/21/2008 8.00 2.89 HOLD 2.77% 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 Frontline was sold on a stop on 10/08/08 at $33.90.
(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 5/01/09 Buy Price Stop-S
Us. $
Coeur d' Alene CDE NY SE 9/2/2003  3.19 1.46 HOLD n‘a coeur.com
Endeavor Silver EXK NY SE-Alt 7/26/2007 4.60 1.59 HOLD n‘a edrsilver.com
Great Basin Gold GBG NY SE-Alt 12/21/2007 2.45 1.26 1.00 na greatbasingold.com
Nova Gold NG NY SE-Alt 2/29/2008 11.50 277 2.10 na novagold.com
Taseko Mines TGB NY SE-Alt 7/24/2006 2.40 1.56 HOLD n‘a tasekomines.com
US Gold Corp UXG NYSE-Alt 9/9/2005 1.70 2.00 1.40 na usgold.com
Canadian Dollars
Everton Res. CA:EVR TSX 1/4/2007 1.30 0.09 HOLD n‘a evertonresources.com
Golden Valley CA:Gzz TSX 2/20/2007 0.50 0.10 HOLD na goldenvalleymines.com
Laramide Res. CA:LAM TSX 3/16/2006 5.20 2.25 HOLD n‘a laramide.com
Mega Uranium CA:MGA TSX 5/1/2007  6.75 1.97 HOLD na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006 6.50 1.54 HOLD na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 0.68 HOLD n‘a 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 .79 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 L etter.
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