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August - AMonth For Buying Gold

Seasonal Low Ahead

Sold Futures
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Hereisaninteresting chart of the seasond patternsfor gold futures. Notethe
low inearly July. Some studieswill show thislow occurring inlate June, but
seasonal highsand lows should be accepted as tendencies rather than precise
turning points. They arecompiled from averages, and the chart above reflects
the average of 26 years, prior to 2001.

Thusfar, thissummer lookslikeit istrueto the pattern. Gold bottomed out on
June 26, and it rallied modestly into late July. 1tisnow pulling back toward the
August seasonal low. Thequestionis, how low will gold fal before turning up
again? The chart above lendsthe possbility of adouble bottom. | don't expect
to seethe July low broken; but if it is, it will beaminor infraction. Gold till has
very good support a the $640 level basisAugust futures.

Theimportant element inal of thisisthat you should expect gold and the mining
sharesto sl off thismonth, but the reward will beinthe ensuing raly. Notethe
chart again. TheJuly blipisjust that —abounce. However, therally into October
istypically splendid. Theonly better seasond period for goldisthe onefollowing
the November low ... but let’stakethisonestep at atime.

TheU.S. dollar ispart of the seasond driver thistimearound. | went into thisin
the July monthly letter, so arehashisunnecessary. Thedollar isplaying by the
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) o script thusfar. TheU.S. Dollar Index hit
Simplicity long term support at 80.00 during July,
Al ' - | asweexpected that it would. It even
48 | dipped under 80.00 a couple of times;

46 | but once it appeared that it might

' accelerate onthedown side, the powers
that bestepped into support it. Theresult
hasbeento gemthefal. TheFedwould
prefer that the dollar easeitsway dowly
lower, and that isjust what will happen.

Simplicity - Gold/XAU Ratio [44

MACD
s | Asthe short sellers cover, the Dollar
el —— 70 | Index will recoil and catchitsbreath. It
| may beableto tip 81.50 at the outside,
%0 | but | rather doubt it. Neverthdess, while
RS f | thedollar consolidates, gold will settle

owesad 0 | backtoitsAugust low.
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Onardative strength bass, the mining shares did better than gold during the July rally - which our Simplicity model
reflected by falling to readingsaslow as4.30. Thisindicatesthat gold shareshad been performing better thanthe
bullion, but 4.30isnot extreme enoughto generate along term sell sgnal. |f you haven't read our Simplicity report,
direct subscriberscanloginto the Subscriber’s Services section on our Web Ste and get acopy. Forbes subscribers
canlog into Professond Timing Service a the Forbes newdetter steand find acopy inthe Specia Reportsfolder. |
expect thetrend in Simplicity to reverse, and it should move higher now asgold corrects.

Althoughthe mining shares should performabit weaker than bullion during theAugus correction, thisisnothing to get
concerned about. If Simplicity fallsbelow 3.75, wewill haveto consider somedefensive action, but the mining shares
arenot anout and out sell until Smplicity fallsbelow 3.20. A reading at 4.30 only tellsusto not chase strength and to
wait for abetter timeto buy. | expect to see Simplicity move back to about 4.80 at theAugust lows.

Therecent rout inthe overall ssock market lendsto the weakness in mining shares because everything goesout the
window withthebath water whenthe stock market panics. We are seeing some weaknessin energy stocks hereas
well, even though crude oil isdoing very well. Fear seducesinvestorsinto raising cash by indiscriminately selling
everything. Itisanirrational responsethat will lead to our finding some excellent buying opportunities this month.
Remember Warren Buffet’sadviceto fear when others are confident and buy when everyoneisfearful.

| introduced anew silver stock onthe July 26 online update— Endeavor Silver (EXK-AMEX-$4.92). They expect
to produce 2.8 million ounces of silver and 7,500 ounces of gold in2007. Their principa activitiesarein Mexico, with
severd interesting development projectsin theworks. The potential looks good here, and you can dig deeper at
www.edrsilver.com. Our recommendation isto take advantage of current market weaknessand buy Endeavor at
$4.60 or less. Thisisafine speculation onajunior silver producer - something that isnot all that easy to find.

Aslong asyou heed our downside buy prices(l have adjusted afew on Page 6), anything on our buy-and-hold list is
an active recommendation. If | wereto pick one, | ill like Yamana (AUY-NY SE-$11.07) - but don’t pay over
$13.00. Just be sureto maintain balance and diversification in your portfolios, and don’t get over investedin any one
issueor sector. If you don't own somealready, watchthe M arket Vector sETF of AMEX mining shares (GDX-
AMEX-$39.94). Purchasesat $37.00 or better will add somedecent diversificationin your gold portfolio.
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Asmentioned earlier, crude oil isholding up better than| expected. Itisnot that | anacrudeoil bear. | just think that
crudeneedsarest. Pricekeepsprobing higher, but there are glaring negative divergences now that do not confirmthe
recent highs. If crude cameback toitslast level of resstance (now support), it would bein better technica shapeto
move over $80.00 later thisyear. Support should be very solid at $69.00 - $70.00 basis September.

Onedriving force hereisthat the economiesinAsaand Chinaare not dowing down, aseveryone keepstdling usthey
will. Theideathat theU.S. economy isthefoundation under world growthisno longer afact. AsAsabecomesmore
internally driven, itseconomic activity will continueto grow, regardless of theWest. According totheU.S. Energy
| nformation Adminigtration, crude consumption by theU.Sincreased 200,000 barrelsaday during the second quarter
of 2007 versusayear ago. China'sconsumption increased by 500,000 barrelsaday, putting their growing demand at
arate2-1/2 timesthat of the U.S.

You aso haveto ask how bad thingsreally areinthe U.S. Everywherel go, | seehelp wanted sgnsposted. | redize
the possibility that the sub primeloan problem and thereal estate building dowdown could spill over into other aspects
of theeconomy, but onething you can count onisthat the Fed will protect the banks. That iswhy the Federal Reserve
Sysemwas created —to protect the banks and not to protect the purchasing power of your dollars. If loan defaults
beginto hurt the banks, they will be bailed out with your tax dollars- just likethe S& L criss, theLong Term Capital
Management crigs, etc.

The Fed will dso protect the powersthat be asbest they can. Thereisavery important national election coming up
in2008, and thelast thingthe“in's” want isunemployment. The real sacrificial lamb in keeping the voters happily
employed isthe U.S. dollar. Your dollarswill beavailable for you at your bank under any circumstances, sub prime
write offs notwithstanding. However, those dollarswill will buy less and lesswith the resolution of each successive
crigs. Bottomline, you can count onthedollar’sperpetua decline. Raw materia priceswill berigng dueto increasng
global competition for supplies aswell asthe depreciating value of thedollar. Regardlessof how our government
wantsto twist the numbers, theresult isinflationary.

Gold and slver arerelatively easy to invest in. You can buy somegold or silver, or buy mining companies. Buying
crudeoil and natural gasisalittlemoredifficult. Firgt, al crudeisnot created equal, and that wonderful light, sweet
crudeisquickly disappearing. Itisbeing replaced with difficult to process, heavy sour crude. You canbuy futures, of
course, but most investorsare not goingto go that route. 1f you do, you should put up the full value of the contract in
Treasury Bills(don't usethe margin).

Therearetwo interesting energy ETF savailable that make the process of directly investing in crude or natural gas
easer - the United StatesOil Fund (USO-AMEX-$58.53), whichwehave on our trading list (Page 2 of thetwice
weekly onlineupdate), and anew one, the United StatesNatural GasFund (UNG-AMEX-$39.36). UNGisa
little too young to produce adecent buy point asyet; but whenit does, wewill add it to thetrading list.

The Canadian energy trustswerean answer; but for reasonsoutlined in our Petrofascism booklet, they are no longer
appropriatefor new buy-and-hold money. We have afew on our recommended list as holds, and that ishow they
should be approached. Theexceptiononthelist isPeyto Energy (PEY UN-TSX-C$17.16), and it canbe accumulated
under C$18.50. Thisisonethat | feel cando just aswell asacorporation or asalimited partnership thanasatrust.

Thetrustsaregoing to seetheir operating costsincrease, and they are not going to be ableto easily raise new capita
to acquireold production fromthe E& P companies. Thiswasthekey to theefficiency the energy trustsadded to the
energy industry - taking mature production off the hands of exploration and production companies so that new,
inexpengve capital was availablefor further exploration and development. With thetrusts being taxed, the advantage
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to the unit holder isdiminished and uncertaintiesareincreased. Thereare now too many unanswered questions and
too many wild cards, all diminishing the internationa investment appeal of thetrusts.

Thereisaway, however, that we can invest inthetrustsand manage the new risksand uncertaintiesimposed by the
Canadian government’stax attack. Theanswer isto managetherisk by approaching thetrustsastrading vehicles
rather than long term, buy-and-hold investments. We are adding several truststo our trading list now, and the recent
weaknessin thegroup should provide somedecent buying opportunities.

Anoptionthat someof thetrustsare consdering isto reorganizeas U.S. based limited partnerships. Not all of them
will find an advantage in thisbecause of the limitationsinherent inther operations. Converting to alimited partnership
may not bethat advantageousfor trustswhose only operationispumping oil and gas. It may well be advantageous
to apipeline company like Pembia, though. Peyto retained their E& P activitieswhenthey converted to atrust, so
perhapsalimited partnership approach would work for them. Or sincethey converted fromacorporate structure
origindly, they could easily convert back again. They havelong lifereserves, arock bottompayout ratio, extremely
low operating costs, and little debt. Their payout issolid.

Thekeytothetrustsisthis. If thereisan advantagefor themto convert to an L P or back to acorporation, they look
likegood buysat thispoint. If not, they should be gpproached only on atrading basis. However, hereis something
to think about intermsof limited partnerships. TheU.S. Congressisdiscussing taxing partnerships. They aretrying
to target the hedge funds, but any legidationinthisregard could havewider consequencesto other partnerships. We
will be keeping an eye onthisand onour Kinder M organ (KMP-NY SE-$52.98).

Finding incomewithout threatsis perhapsnot possible, but | prefer buy-and-hold investmentsthat profit indirectly
from higher oil prices. One example of thisisFrontlineLtd. (FRO-NY SE-$46.04), atanker company that we
purchased in January for $31.00. Sincethen, we have gotten some redly nicedividendsand aspinoff worth about 95
centsashare.

On the July 24 online update, we recommended purchase of another tanker, Nordic American (NAT-NY SE-
$39.70) at $38.500r better. Themeltdown inthe stock market on July 26 provided uswith that opportunity. This
isafinetanker company that we have successfully owned inthe past. Tanker dividendscan vary, but you should
expect a12%yield. Thereismoreweaknessto comeinthe energy sector, and it should allow you to accumulate
NordicAmerican at $38.50 or less.

Inthe July mid-monthly letter, | introduced anew resourcerecommendation - AltiusMinerals(ALS TSX-C$22.59).
They areinvolved inraw material resourcesaswell asenergy-related activities, most exciting of whichisanew
refinery to be built in Newfoundland. It definitely has been on atear, but recent weaknessin the general market
pushed it back. | still think we have agood chance to pick someup at C$18.00.

Thereisone energy company that everyone should haveinhisor her portfolio, ApacheCor p (APA-NY SE-$80.84).
ShownonPage5isachart showing their performance. Infact, | believethisistheonly mgor you should hold. They
are not smply an E& P company any longer. They are well ahead of the curvein respect to oil technology with
advanced use of 4-D saismic and seismicinverson programs, satdliteimagery, and GI Ssystems, etc. They arevery
good at enticing additional production out of old wells, and they are one of thefew large independentsthat hasbeen
ableto grow their reserves. Asyou might imagine, their discovery costs and overhead areamong thelowest inthe
industry. Apachealso hasno exposureinthe MiddleEast. The generd weaknessin the market isbringing Apache
off itsrecent highs, and it lookslike agreat buy at $78.00 or better now. |f you are looking for adeep, downside
target, $75.00 isan absolute stedl.
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One of my favorite buys thisyear is Transocean
ApacheCorporation (RIG-NY SE-$107.45). They announced thet they
- intend to merge with Global Santa Fe (GSF-
l ! NY SE-$71.74) and formanew company that will
] {,J. = gtill be called Transocean. Transocean shareholders
MW}, | will get $33.03 in cash and 6996 shares of the
combined company. | like the deal, but | am not
r1r.r' T : thrilled with thecash. | will havearecommendation
" ‘R‘J‘ﬂ } ! " for you on what do with the money - whether to
I | [ buy more of the new company or buy something
Y dsewhenthededl comesthrough. | doubt thedustice
& Department isgoing to beasexcited about thisdeal
- asothersmight be, and they could kill it. | would
fp kMo k= O b b R e dAr W liketo buy more on apullback, but thereisno clear
downside buy point asyet, other than the $79.00 price we have on our buy-and-hold list. | doubt it will comeoff that
far; but as soon as something new develops and we can confidently raisethe buy price, wewill. For now, hangonto
it. Transoceanisadandy asset.

fEl
} | tmﬂf 1}1 HM’J

Not so dandy isthat pesky Headwaters (HW-NY SE-$16.13). Its performance has been dismal, but | cannot
recommend that you sell it - not here. The construction products that they make like FlexCrete, Inspire Slate
Roofing, etc. areproducts madefromenergy wastelikefly ash. | think theredl etatejittersare dragging Headwaters
price down and are overshadowing their other divisons. Nevertheless, their total revenuefor the June 2007 quarter
wasup 14% versuslast year, and operating income was up 42% over the June 2006 quarter. Net incomewasup
69%. Downand dirty, thiscompany has great looking fundamentals; but technicaly, it isweak. My recommendation
isto hold what you have. If youwould liketo average down, go easy and shoot for $14.00 onthedown side.

| have mentioned theword “vulnerable” to describe the stock market for sometimenow, and the stilts certainly came
out fromunder it inlate July. Theguestioniswhether thisisabrief interlude beforethe averagesbegin to move higher
again or the beginning of the next secular bear market.

TheMcCldlan Oscillator hit anamazingly oversold reading of -344 on July 27, which should presage abrief all in
the decline, if not abounce. We are operating withintheworst six monthsfor stock market performance (fromMay
through October), so | would not get excited about any sharp, upsde movesyou see. They will likely bebrief, short-
covering flurries. October isyet ahead, and it’'sknown asthe bear killer - not because it isa positive month, but
becauseit isduring October when past declines have often culminatedin savage, final panic moves. If thismarket is
going to come unglued, October will be the month most likely to seetheworst damege.

Both our Palio and Nasdaq Slow Tracker trading modelsturned negativeon July 30. Palio did not exit aswell asl
would like, but thisisatrading model. It covered thelast tradeat apoint that the averageswere very oversold and
approaching support. It isalwayseasy to questionthe signals, but the whole idea of having systemetic, objective
trading Sgnalsisto avoid emotiona imput. Nevertheless, agood trading mode will keep lossessmall, dlowing usto
walit for conditionsto warrant anew entry. So it iswith Palio and the Nasdaq Slow Tracker.

Trading isnot for everyone; and if it doesn't suit you, ignore the trading advice and stick with the buy-and-hold list
recommendations. Buy and hold iseasier. Bepatient, and look for some buying opportunitiesto develop later this
summer inenergy. Thismonth, thelow-hanging fruit will befound in preciousmetals. Intermsof the overall sock
market, remember that the best investment during past stock market bears has dways been gold and silver.
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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 .94. 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 Initia Recom. Price Downside Div Target-T  Web Site
Dateand Price 07/31/07 Buy Price  07/31/07  Stop-S

U.S. Dollars
Agnico-Eagle AEM NY SE 1/10/2007 36.00 4254 36.00 0.28% agnico-eagle.com
Alliance Res ARLP oTC 9/29/2004 27.98 40.50 39.00 5.35% arlp.com
ApacheCorp APA NY SE 3/5/2007  68.00 80.84 78.00 0.72% apachecorp.com
ASA ASA NYSE 11/19/2002 31.00 64.61 60.00 0.92% asaltd.com
Barrick Gold ABX NYSE 1/5/2003  22.85 32.90 29.00 0.90% barrick.com
Baytex Energy BTE NYSE 5/18/2004 9.00 19.33 HOLD 10.68% www.baytex.ab.ca
Black Rock BGR NYSE 8/3/2005  25.99 29.93 28.00 4.94% blackrock.com
Canetic Energy CNE NYSE 4/19/2006 22.25 14.93 HOLD 14.49% S=12.00 canetictrust.com
Fording Coal FDG NYSE 11/16/2004 22.74 33.11 HOLD 7.41% fording.ca
Frontline Ltd. FRO NYSE 1/4/2007  31.00 46.04 36.00 5.30% S=27.70 frontline.om
Frontier QOil FTO NYSE 8/3/2005 14.38 38.73 36.00 0.51% frontieroil.com
Gabdli Glb. Gld. GGN AMEX  1/3/2005 22.10 27.50 26.00 6.03% gabelli.com
Gammon Gold GRS AMEX  1/4/2007 15.00 11.22 15.00 n‘a gammonlake.com
Headwaters HW NY SE 3/10/2006 36.30 16.13 14.00 n‘a headwaters.com
Kinder Morgan LP KM P NY SE 6/8/2007  52.50 52.98 52.50 6.35% kindermorgan.com
Kinross Gold*** KGC NY SE 6/6/2002 2.39 12.98 12.00 n‘a kinross.com
Kinross Gold KGC NY SE 1/4/2007 11.00 12.98 12.00 n‘a kinross.com
Mkt. Vectors, ETF GDX AMEX 9/11/2006 37.00 39.94 37.00 1.13% na
Nordic American  NAT NY SE 7/26/2007 38.50 39.70 38.50 12.43% nat.bm
Pimco Comod Fund PCRAX 3/2/2005 13.97 14.31 14.00 4.42% pimcofunds.com
Primewest PWI NYSE 2/7/2003  17.00 20.51 HOLD 13.95% S=18.60 primewestenergy.com
Ship Finance Int. ## SFL NYSE 3/6/2007  0.00## 27.95 HOLD 7.73% www.shipfinance.org
Silver Standard SSRI OTC 1/4/2007  30.00 34.57 32.00 n‘a silverstandard.com
Silver Wheaton SLwW NY SE 3/10/2006 8.40 13.71 11.00 n‘a silverwheaton.com
S. Trs. Gold, ETF GLD NYSE 9/11/2006 58.85 65.79 64.00 na na
Transocean Inc. RIG NY SE 1/4/2007  75.00 107.45 79.00 n‘a S=64.50 deepwater.com
Yamana AUY NYSE 4/14/2005 2.90 11.07 13.00 0.36% yamana.com
Vaero VLO NYSE 4/26/2005 36.63 67.01 65.00 0.71% valero.com

Canadian Dollars
Altius Minerals CA:ALS TSX Buy at 18.00 2259 18.00 n/a altiusminerals.com
Energy Split Il CAEN TSX 9/11/2006 17.00 13.95 HOLD 16.16% scotiamanagedcompanies.com
Peyto Energy CA:PEY.UN TSX 7/18/2003 8.75 17.16 18.50 9.73% peyto.com

## Ship Finance Intl. was acquired as a spinoff from Frontline on 3/6/07

*** On 2/27/07, Kinross was acquired by exchange for Bema, originally purchased at $1.06 on 6/6/02

**The dividends for the coal trusts depend on cash flow and the price of codl in the preceding quarter. 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 Initia Recom. Price Downside  Div Target-T/  Web Site
Dateand  Price 07/31/07  Buy Price  07/31/07  Stop-S

U.S. Dollars
Coeur d' Alene CDE NY SE 9/2/2003  3.19 3.91 450 n‘a coeur.com
Endeavor Silver EXK AMEX 7/26/2007 4.60 492 4.60 n/a edrsilver.com
Taseko Mines TGB AMEX  7/24/2006 2.40 475 2.60 n‘a tasekomines.com
US Gold Corp UXG AMEX 9/9/2005 1.70 5.83 5.00 na usgold.com

Canadian Dollars
Baja Mining CABAJ TSX Buy at 150 2.30 150 na bajamining.com
Everton Res. CA.EVR TSX 1/4/2007 1.30 0.81 0.80 n‘a evertonresources.com
Golden Valley CA:Gzz TSX 2/20/2007 0.50 0.62 0.50 na goldenvalleymines.com
Laramide Res. CA:LAM TSX 3/16/2006 5.20 9.50 10.25 n‘a laramide.com
Mega Uranium CA:MGA TSX 5/1/2007  6.75 5.56 6.75 na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006 6.50 6.17 Hold na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 1.83 1.60 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 .94 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 this column preceded by “T” represents the 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 the target price or the stop
price. There will not always be a target or stop price listed. For a further definition of a sdll/stop, see the Welcome L etter.

Page 6


http://www.bigcharts.com
http://www.bigcharts.com
http://www.barchart.com
http://www.fording.ca
http://www.arlp.com
http://www.baytex.ab.ca
http://www.shipfinance.org

