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Phase Two Of The Obama Rally
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Thenext issuewill be
published June 17.

I Thereisaplethoraof andysesthese daysover thegovernment’s economic bailout
L —— - program, hugetrillion dollar deficits, and the most likely impactsontheeconomy.
Itisnot good. Theseemblematic articlesarewritten by very astute academics
* Thereisabrightspotina | andnon-academicsalike. Oncedireconclusionsare drawn, acommon thread
cheap dollar you might isthat “it isnot too late” to avoid theimpending disaster.
consider.
Page 2 | Thelatest government spending spreeisalittlelike seeing aspeeding locomotive
coming downthetrackstoward astaled car at acrossing. Itisnot too lateto
notify the engineer - thetraffic controller; i.e., someonein charge- and avoid the
obvioustragedy. However, this®it’snot too lateto fix the problem” approach
only worksto appease the public.

* | have a few thoughts on
real estate......
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* Bottom line: the mining
shares are still good values.
Page 4

Theredlity of thestuationisthat thetrainiscoming, and thestalled car isgoing to
get smashed. Asfar asyour investment strategy goes, forget about those“it is
not too late” appeals. Infact, it istoo late, and the disaster isgoing to happen,
noble effortsto discussitsavoidance aside. Thisisespecialy true whenthe
government isat thehelm.

So, fateisset inmotion. The ddficitsaregrowing, and thebond market and U.S.
Dollar Index areflashing warnings asto thefina outcome. Thebond market is
reflecting adiluted dollar and istelling usthat the deficit smply can't befinanced.
The 30-year long Treasury bond hasbeenin abear trend for the entire year, as
| firgt pointed out amonth or two ago. Theflipsdeisthat longterminterest rates
- arerising becauseinvestorsin these bonds clearly seetheimpending train wreck
A = =~ < and want higher returnsfor the risk they are assuming asthe crash approaches.
\ LR e~ Of course, bondswill see awiggle now and then asthe market cycles between
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overbought and oversold, but long termratesaregoing to
U.S. Dollar Index - Daily | continueto movehigher over thenext severdl years. Don't

M" = | buy bonds- or worseyet, bond funds.
W g
’ hl’ w W ll’lll'l‘ [ [ Aslong rates move higher and the Fed continuesto hold
MM M -« | down the short end over the next year or so, the yield
f ||*| | curvewill get steeper. Consequently, interest ratesonthe
ﬂ” w | 10-year bondwill continueto movehigher aswell. Asthe
w = | 10-year moveshigher, mortgagerateswill dso movehigher

since they are, to some extent, geared off the 10-year

LT = | Treasury bond. During the last week of May alone,

V © | mortgageratesmoved up from5%to 5.45% - inonly one

= | week! Now, rather than visions of sugar plumbsdancing

Ghereid w 2 | inmyheed, | seeatidal wave of adjustablerate mortgages

w\ AcH (1589 22 | coming upfor review over thenext 18 months.

No MACD buy, 10
but oversold. {05

\&/M\»ﬁ\ = | Asthethehousing market writhesand the economy gasps

for air, foreign holders of U.S. dollarsare becoming less
excited about recycling their dollar hordesback into our
Treasury bonds. Hence, thereisthispersistent weaknessinthe bond market. 1nstead, our dollar richforeign friends
have been using their reservesto buy gold (real money), enhancetheir militaries, stockpileraw materialsand other
commodities, improvether infrastructures, and strengthen their domestic currencies. | firmly believe that Chinahas
seriouslong termplansto seethe Yuan asaworld reserve currency, and they will haveto offer gold backing eventualy
to accomplishthat feat. Inthe meantime, they are arranging currency swapswith trading partnerswhere each agrees
to usethe other’scurrency intheir trading activities. That shutsout theU.S. dollar.
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Thedollar’s hegemony isontheway out. It isjust that smple. TheU.S. Dollar Index dropped below 80.00 last
month, and the dynamics of the current decline is beginning to accelerate. | doubt the Fed iscomfortable with the
speed at whichthisis happening, so we should expect themto interveneto avoid arout. Nevertheless, interventionis
awaysashort term solution. Whenartificia attemptsare madeto dter atrend in place, energy buildsupinthetrend.
Theresult after some abatement inthe decline will befor an orderly lynching to become adisastrouscollapse, replete
with thefear and panic that goes aong with such debacles.

Thereisabright spot inacheap dollar that you might consider. A cheap dollar isgood for cod exports, regardless of
Obama'scarbontax plans. Alliance Resources (ARLP-OTC-$39.04) hasbeen doing quite well snce March, and
you might consder initiating a postion or adding to what you have. Let’'sgambleonabrief dollar bounce that will
likely be accompanied by some profit taking inAlliance
and seeif wecan't buy someat $34.50 or better. The Alliance Resource Partners
indicated yield at $34.50 isabout 8%. -

Noteonthe chart dbovethat thedollar isabit oversold, | # ¥ §.—x,

and thiswill assist any Fed effortsto hold theMay dide b I
from becoming apanic. Nevertheless, our Rydex dollar R —e
trading program, which we present on Page 2 of the AL Y A R YV F
biweekly onlineupdatesisill onasdl. It will remainso - uﬁ' e N "

urttil theU.S. Dollar Index trades at 83.34 or higher June ' =
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basis. It should be noted that although | have been m—
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expecting some profit taking in precious metals, the recent dollar weakness hasprovided fuel for thegold rally to
extend a bit further than expected.

What tobuy? Notethat | haveraised severa of the downside buy priceson Page 6. If you have beenfollowing our
musingsover thelast few years, you should be holding only tangible assets and no financia assets. My favorite asset
classesaregold and energy. The key isto accumulate over time. Portfoliosare not built ingantly. Therearetimesto
buy, timesto sell, and timesto St tight and pile up some buying power if you canfor thenext opportunity. Your next
magjor opportunity will beto take advantage of the current rally to raise cash by selling any financialsyou ill hold.
Thesewould beany assets not advantaged by higher commodity prices.

| have to make one exception regarding “tangibles’ or “real assets.” That hasto do with the obvious “problem
children” —housingandreal estate. Red edateisgoingto encounter asecond wave of troublessooninthat commercia
real estate hasonly just started to adjust. As mentioned above, there are more problems coming with residential
mortgages. Asacorollary to this, | would avoid such commodities aswood productsand lumber. | am not excited
about agricultureeither asthe companiesinvolved tend to betoo large and overdiversified. My opinionisto stick with
raw materials. Preferably, make your life easy and focuson the heart of the matter - preciousmetalsand energy.

| have afew thoughtsonreal estate | would liketo passonto you. First of al, some placesare better than others-
location, location. Then the questioniswhether to buy inthe depressed areasor inthosethat are holdingup. Las
Vegasand Phoenix areinthe dumpswhile Scottsdale, AZ and even Missoula(wherel live) areholding up. My opinion
isto go with comparative strength and buy the stronger markets. | don't think thereal estate bear isanywhere near
over, and the bear incommercid red etateisjust getting started. 1tistoo early to buy anything.

| bedievethat we will seeresidential rental property inthe strong marketsfal to the point thet rentalswill return 1% a
month ingrossrent receipts. You need to bediligent infinancing. Accept no fancy deals- no baloonsor adjustables.
If you buy apiece of red estate, it needsto be profitable assuming 7% financing asaminimum. Otherwise, forget it.

For adiversfied, purecommodity invesment, consider the Pimco Commodity Real Return Srategy Fund (PCRAX-
$7.29) mentioned inthelast letter. | list the symbol here for theA classshares, but you should review the prospectus
and decidewhich classfitsyour individua situation best. Thefund investsinagroup of commodity futurescontracts
congtructed to reflect the DJAIG Commodity Futures Index (BigCharts.com symbol 26099104). Theriskisabated
by diminating theleverage inherent in commodity futuresby paying for the contractsin full withinterest-bearing securities
Thisprovidesadiversified commodity position aswell asahit of ayield. | amraising the buy priceto $6.50.

The Dow/gold ratio isdown to about 9.00 fromahighin 2000 at 43.00. It will go lower; but after it has adjusted this
far, you need to be more cautiousabout what you pay for your preciousmeta stocks. Thereismore up sideto come,
but weareno longer at thefirst floor of thisbull market. Being fussy about the price you pay will help managerisk.

Another ratio that isimportant in thisrespect isthe gold/X AU ratio, which reflects the relative difference between
bullion and the gold mining stocks. Thisratio got thrownway out of whack inlast year’s selling panic when investors
sold virtualy everything, regardiessof value. Themining shareswere sold off toagold/XAU ratio of 11.00. Normaly,
theratio will hover above and below amean of 4.00.

Theratio hascome off fromitslofty levelsof last year to about 6.00. | seetwo messagesintheratio. Frg, theaverage
mining stock hasthe potential to increase 50% from current levelsif the price of gold wereto stay whereitis. That
would bring theratio back to 4.00- itsnorm. Second, the potentia isactualy greater than that becausetheratio cycles
around the mean, and it will no doubt fall to at least 3.50 beforethe precious metal bull market isin danger of ending.
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Bottom line: themining sharesare fill good vadues. You should continueto hold your positions; but with thegold bull
more mature now, it would be prudent for investorsto be somewhat wary about their purchase pricesin order to
maximize future returnsand managerisk.

Inmy opinion, thejuniorson our ligt are till holdsfor the most part. Notethat Coeurd’ Alene(CDE-NY SE-$14.20)
had a10for 1reversesplit. That may proveto beaprudent strategy ontheir part. However, thejuniorsare ill down
the food chain, and they are not going to be big moversuntil gold finally breaks over $1,000/0z. | expect that to
happenyet thisyear. Once bullion breaksthrough $1,000/0z., it will have aninitid surge and then settleback to test the
$1,000 level. What had been overhead resistancewill then be support. It isduringthis“test” of support that you will
find theided timeto consder buying or adding to holdingsinthejunior minors. Thisiswhenthe public will once again
become convinced of the validity of thegold bull. They will belooking for bargains, and the lagging juniorswill be
wherethe“bargains’ will befound. Inthe meantime, thebest appreciation with least risk will be seeninthe mgors.

Silver iscoming back strong, and it hasthe capacity Silver Standard Resources
to reach $25.00 over thenext 18 months. If gold sdlls -
off on adollar bounce soon, silver will back off as L4, My

well. Thereinliesan opportunity.
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Silver Sandard Resources (SSRI-OTC-$24.30) o STV
isonour list, and it performs very well technically. S P .’,i'h r""'t‘w"“f S TS L R S
Fundamentally, they arein adevelopment stage right ¥

now asthey bring ontheir Pirquitasproperty. Although = 1 SRS,
they produce other raw metals like tin and zinc, v M ME b b b R T W Tw W
according to their Web site, “ Silver Standard hasthelargest published in-ground silver resource of any publicly-traded
slver company, with apipelineof projectsin Argentina, Peru, Mexico, Canada, Chile, the United Statesand Australia
With production ramping up through thesecond quarter of 2009, Pirquitasis expected to produce approximately six
million ouncesof silver in 2009 and achievefull production in 2010 of approximately 10 million ounces of silver.”

H]

They look like acoming attraction, and the stock is responding to the recent silver move, as we should expect.
Nevertheless, thereisno reasonto chasethem. | recommend buying new positions or adding to old at $18.20 or
better onapullback. Placeastop a $11.60. | expect to raisethestop intime, but Silver Standard isjust beginning to
emergeintothereally big time... but things could go wrong. | think the stop isprudent and appropriate.

| also want to touch base regarding aprevious recommendation that has not fallen back to itsbuy price asyet - Royal
Gold (RGLD-OTC-$46.14). | know it kegpsrunning. 1t should be encountering some overhead resistance soon; o
again, be patient. | amraising thebuy priceto $40.00. Keepinmindthat it isbetter to not have aposition you wish
you had than to have oneyou wish you didn’'t. Thebuy priceisimportant.

Global crudeoil consumptionisfaling off some, but global productionisfalling off severa timesfaster. Asl have earlier
forecast, oil pricesare going to hit $70.00 by year end. That objective looks more plausible now, and it is probably a
conservativeestimate. | anticipate that during the next threeyears, crudeoil inU.S. dollarswill surpassitsold 2008
highsat the $155.00 level. Thiswill be dueto aweak dollar and ever-tightening supply vs. demand imbaances.

Theimpact onthe economy isgoing to be serious. Productionisfalling ontwo fronts. One- Iran, Venezuela, and
Mexico, etc. arenow beyond peak production. Two - afifthof U.S. productionisfrom stripper wellsthat are not
profitable at lessthan $100 abarrd, and they are being shut down. Theflip sideisthat exploration and development
hascometo ahalt - also dueto low prices.
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Remember, Juneisoften unkind to crudeoil prices, and | still expect to seeacorrectionto therecent srength. Once
crude prices correct and then recover, they will move higher into thefal months. Theincentivewill thenreturn for these
small wellsto be put back online, but thereisasignificant timelag. It isn't amatter of turning avalve back on or
punching afew holesintheground. It will take monthsto get thisproductionback online,

Our play in Enerplus(ERF-NY SE-$24.66) of last fall isdoing well ... for the reasonswe envisoned - ahigher value
for the Canadian dollar and higher crude prices. | amlooking at acouple of other Conroyswhich wewill take up once
we see crude back off. Our more recent recommendationto buy Kinder M organ Energy Partners(KMP-NY SE-
$51.90) has not met our requirements, but | will keep our ordersinto buy at $45.20 or better. | can't overemphasize
theimportanceof buying right inthismarket.

Crudeoil. | have been expecting acorrection inthe current up leg in crude, but crude hasrefused to sell off at all.
Overhead resstanceat $60.00 has not offered much of aproblem. | remind you not to forget Nissim Taleb'sturkey
- fat and happy with no expectation of the coming of the butcher, only because thebutcher hasn’t shownupyet. Just
because the correction islate does not mean that it will not occur. Crude isnow bumping up against its 200-day
moving average at about $67.00. You can dso seethat it isvery overbought, bothinitsRSI and MACD patterns.
MACD hasnot tripped an officid sall yet, but itisobvioudy too lateto buy into thismove. Wewill take up purchase
candidates and review our downside buy prices once we see some selling comein. For now, hold tight to your
positions. By year end, wewill see crude oil much higher.

The Obamarally took a breather in May (as
;;;;;;;;; = | expected), andit should soon bemoving higher
: ||'l."" “““ T M0dwymovingaverage 2| intoJuly. 1 amlooking for the S&Pto reach
1,200. That iswherewe might encounter some

Crude Oil - Daily

: I L
=l

NNEeoe
3HBREK

T

i f = | moreserioustrouble. It isgood not to losesght
" of what our objectivetiming moddsare saying.
ovebought /) - | Currently, the Palio modd isstill positive, asis

5| theNasdag Slow Tracker. The Slow Tracker
vomacosa, 5 | will remainonabuy until it fallsto 1,677.50 or
: but it is overbought S

, , | lower ... but thisis till a bear market rally.
i | Makenomistakeabout that.
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- = = e - In early March if you had been offered the
opportunity to sall your socks 40% higher, would you have jumped at the chance? The market isnow up 40% since
then. Areyou selling? | believethereismoreleft inthisrally, but it istimeto think about thefact that we are at that
“40% higher” pricelevel. Itistimeto pay closeattentionto thePaio and Fast Tracker models. You could put in some
stopsin casethereisanother surpriseliquidity panic. 1f the June-July movethat | amanticipating failsto fulfill my
expectationsor our timing models suddenly kick inwith sell sgnals, you need to beready.

Oncethecurrent raly ends, | expect to first seeagenera liquidation phase where everything sellsoff to some extent.
However, | look for commodity issuesto hold up relative to the rest of the market. Thisinitia declinewill offer an
excdllent buying opportunity for commodity-related issues because dthough financia assetswill head to new lows next
year, commoditieswill recover and moveback to new, al-time highs by the end of 2010. Thisfall, wewill seeafull
parting of the ways- adecoupling, if you will - between the bear market infinancidsand the bull intangibles. Financias
will fall at least 50% from current levelsinterms of the popular stock market averages, but commoditieswill, at the
bare minimum, doublefrom current levels. Focusyour investment strategy on aweaker dollar and the approaching
crashinthemarket for paper assets being sgnaed by current action inthebond market and thedollar. Itistoo lateto
fix the mess our government has cooked up, but it’snot too late to adjust and postion for the consequences.
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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 .92. 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 6/01/09 Buy Price  6/01/09 Stop-S
Uus. $
Agnico-Eagle AEM NY SE 1/10/2007 36.00 60.44 50.50 0.29% agnico-eagle.com
Alliance Res ARLP OoTC 9/29/2004 2798 39.04 34.50 7.55% S=$28.10 arlp.com
ApacheCorp APA NY SE 3/5/2007 68.00 86.00 70.00 0.69% apachecorp.com
Baker Hughes BHI NY SE 2/5/2008 64.63  40.93 30.00 1.46% bakerhughes.com
Baytex Energy BTE NY SE 5/18/2004 9.00 18.37 10.50 6.81% www.baytex.ab.ca
Blackrock BGR NY SE 8/3/2005 2599 2177 17.50 7.43% blackrock.com
CurrsShrs. Eruo ETF FXE NY SE 8/22/2008 14857 14161 HOLD 0.18% S=$124.00 currencyshares.com
Enerplus Res. ERF NY SE 11/20/2008 19.00  24.66 15.00 7.61% enerplus.com
Gabdli Glb. Gld. GGN NY SE-Alt 1/3/2006 2210 1585 13.10 10.67% gabelli.com
Goldcorp GG NY SE 7/24/2008 40.00 36.91 30.00 0.47% goldcorp.com
Kinder Morg. LP KMP NY SE Buy at $45.20 51.90 45.20 8.04% kne.com
Kinross Gold (1) KGC NY SE 6/6/2002 2.39 20.18 16.00 0.39% kinross.com
Kinross Gold KGC NY SE 1/4/2007 11.00 2018 16.00 0.39% kinross.com
Mkt. Vectors, ETF ~ GDX NYSE-Alt 9/11/2006 37.00 4341 35.00 na na
Pimco Com. Fund (2) PCRAX 3/2/2005 1189 7.29 6.50 3.86% pimcofunds.com
Royal Gold RGLD NY SE Buy at $35.00 46.14 40.00 0.69% S=$22.70  royalgold.com
Schlumber ger SLB NY SE 1/18/2008 75.00 59.17 40.50 1.42% slb.com
Silver Standard SSRI OoTC 1/4/2007 30.00 2430 18.20 na S=$11.60 silverstandard.com
Silver Wheaton SLw NY SE 3/10/2006  8.40 10.49 8.00 na silverwheaton.com
Spdr Gold Trust GLD NY SE 9/11/2006 58.85  95.73 85.50 na na
Transocean (4) RIG NY SE 1/4/2007 75.00 8344 60.00 na deepwater.com
Yamana AUY NY SE 4/14/2005 2.90 11.40 8.00 0.35% yamana.com
Vaero VLO NY SE 4/26/2005 36.63 2281 HOLD 2.61% valero.com
Canadian Dollars
Altius Minerals CAALS TSX 8/9/2007 1788 7.28 HOLD na altiusminerals.com
ARC Energy CA:AET.UN TSX 9/8/2008 25.85 18.25 HOLD 6.49% arcresources.com
Crescent Point En. CA:CPGUN TSX 9/16/2008 3020 3245 24.00 8.45% crescentpointenergy.com
Great Lakes Hydro  CA:GLH.UN TSX 12/17/2008 15.99  15.46 16.00 7.98% greatlakeshydro.com
Peyto Energy CA:PEY.UN TSX 7/18/2003 8.75 11.02 HOLD 13.01% peyto.com
Silvercorp Metals CA:SVM TSX 1/21/2008 8.00 3.55 HOLD 2.23% 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 6/01/09 Buy Price Stop-S
Uus. $
Coeur d’'Alene (5) CDE NY SE 9/2/2003 3190 1420 HOLD na coeur.com
Endeavor Silver EXK NYSE-Alt  7/26/2007 4.60 2.26 HOLD na edrsilver.com
Great Basin Gold GBG NYSE-Alt  12/21/2007 2.45 154 1.00 na greatbasingold.com
Nova Gold NG NYSE-Alt  2/29/2008 1150 5.28 2.10 na novagold.com
Taseko Mines TGB NY SE-Alt  7/24/2006 2.40 1.78 HOLD na tasekomines.com
US Gold Corp UXG NYSE-Alt  9/9/2005 1.70 242 1.40 na usgold.com
Canadian Dollars
Everton Res. CAEEVR TSX 1/4/2007  1.30 0.17 HOLD na evertonresources.com
Golden Valley CA:Gzz TSX 2/20/2007 0.50 0.20 HOLD na goldenvalleymines.com
Laramide Res. CA:LAM TSX 3/16/2006 5.20 201 HOLD na laramide.com
Mega Uranium CA:MGA  TSX 5/1/2007  6.75 2.02 HOLD na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006 6.50 1.68 HOLD na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 0.86 HOLD na minandes.com

(5) 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 .92 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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