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Gold — Another Reason to be Looking for Push into an August High

A recent interview by Ben Davies regarding the strength in gold this summer as having a similar smell to
T-Bonds in 1998, when everyone was on holiday, brought back memories for us. The 1998 peak in T-
Bonds occurred two months following the top of the PEI 8.6 year Economic Confidence Model. Our
reports at the time recommended sales into the first week of October, calling for an initial break of 12
points and outside possibility of 17 points. By December 1999 the decline had been 22 points.
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It is now thirteen years later and the PEI model has just passed its low point (June 13™) in the next cycle.
The price action of the two markets differs in the longer term charts, but has remarkable similarities over
the past eighteen months. The series of consolidations, pullbacks to breakouts, moving average supports
and tests of Bollinger Bands show a high correlation. Our Springboard buy signals (blue crosses) are also
well timed on both charts.
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The length of time in the various rallies (blue labels) is uncanny. The most recent rally into May 2™
matched perfectly with the thirty-two day T-Bond rally into June 16, 1998. Look for the current rally in
gold to gain upside momentum as it approaches the anticipated top around August 17". The
optimum price measurement coming out of the May-June consolidation is $1670 with an extended target
at $1750. As previously noted, a test of the 50-day ema (currently $1561) is then expected, with a distinct
chance of a kiss of the breakout line round $1550.
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The opinions in this report are solely those of the author for the private information of clients. Although the
author is a registered investment advisor at CIBC Wood Gundy, this is not an official publication of CIBC
Wood Gundy and the author is not a CIBC Wood Gundy analyst. The views (including any recommendations)
expressed in this report are those of the author, and are not necessarily those of CIBC Wood Gundy. The
information contained in this report is drawn from sources believed to be reliable, but that accuracy and
completeness of the information is not guaranteed, nor in providing it does the author or CIBC Wood Gundy
assume any liability. The information given is as of the date appearing on this report and neither the author nor
CIBC Wood Gundy assume any obligation to update the information or advise on further developments relating
to the information provided herein. This report is intended for distribution in those jurisdictions where both the
author and CIBC Wood Gundy are registered to do business in securities. Any distribution or dissemination of
this report in any other jurisdiction is strictly prohibited. The author and / or CIBC Wood Gundy may have
holdings in the companies discussed and may offer advice or have an investment banking relationship with the
companies discussed in the report.
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