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Gold and silver are consolidating gains above
base support and the long-term upside
potential remains considerable.
However, recent action appears muted given
the stock market plunge. OK, the earlier stages
of bull markets are usually punctuated by long,
ranging pauses within the gradually developing
uptrend. Technically, this still looks like the first step
above the base, as taught at The Chart Seminar, for
both gold and silver. Nevertheless during a crisis of
confidence for stock markets, and I don’t think this is
a melodramatic description, and with the dollar falling
swiftly from its high, one could expect gold to be
stronger. One reason for the retracement of yesterday’s
earlier gains was the sharp drop by platinum, following
a report from New York-based research company CPM
Group that production in 2002 will exceed demand for
the second consecutive year. In contrast, production
of gold and silver has long been in deficit relative to
annual consumption. However this has all but become
a side issue.
The potentially explosive story for gold concerns
derivatives. A 20-year bear market in gold led to
a massive build-up of forward shorts, held mainly by
mining companies and gold derivative traders such
as JP Morgan Chase. According to Tocqueville’s John
Hathaway, the total short position in gold futures
reached at least 5000 tonnes – approximately 2years mine production – earlier this year – see link to
article on www.fullermoney.com, Thursday 6th June
commentary, “The Investment Case For Gold”. We
know mining companies have been scrambling to
unwind their hedges this year, which has helped the
price of gold to appreciate. However according to
all reports that I have seen, the bullion banks remain
heavily short. I’m not one for conspiracy theories, but
this gives bullion dealers, and to a lesser extent the
central banks which lent them gold, a big incentive to
cap the price. No one else is likely to be a significant
seller of gold futures. Nevertheless their ability to delay
a further and eventually significant price rise can only
wane over time, assuming gold’s appeal as a store of
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value is undergoing a secular increase, as I believe.
Meanwhile, gold charts show some lateral resistance in
the $330 to $340 region. Tactically, I continue to buy
gold shares, gold funds and silver futures on dips, and
lighten the latter on rallies.
Best regards – David Fuller
Charts supplied by Bloomberg.
Gold 1st Month Continuation: $320.6 (Weekly)

Gold 1st Month Continuation: $320.6 (Daily)

Silver 1st Month Continuation: $4.83 (Daily)

Fullermoney a division of Stockcube Research Limited Suite 1.21 Plaza 535 Kings Road London SW10 0SZ UK
Website: www.fullermoney
.com Email: research@chartanalysts.com Tel: +44 (0) 20 7351 5751 Fax: +44 (0) 20 7352 3185 Single Issue Price £3
You are strongly advised to read the following: This report has been produced and compiled by Stockcube Research Limited (“Stockcube”) which is regulated by the Securities and Futures Authority Ltd, according to the requirements of the
Financial Services Act 1986. It is distributed by Stockcube and is provided for information purposes only
. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy
. While all reasonable care has been
taken to ensure that the information contained herein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such. From time to time Stockcube and any
of its officers or employees may, to the extent permitted by law, have a position or otherwise be interested in any transactions, or investments (including derivatives) directly or indirectly the subject of this report. Also Stockcube may from time to time
perform other services (including acting as adviser or manager) for any company mentioned in this report. The value of securities can go down as well as up, and you may not get back the full amount you originally invested. Derivatives in particular
are high risk, high reward investment instruments and an investor may lose some or all of his/her original investment. If you make an investment in securities that are denominated in a currency other than that of GB Pounds you are warned that
changes in rates of foreign exchange may have an adverse effect on the value, price or income of the investment. The investments referred to herein may not be suitable investments for all persons accessing these pages. You should carefully consider
whether all or any of these are suitable investments for you and if in any doubt consult an independent adviser. This report is prepared solely for the information of clients of Stockcube who are expected to make their own investment decisions
without reliance on this report. Neither Stockcube nor any officer of Stockcube accepts any liability whatsoever for any direct and consequential loss arising from use of this report or its contents. This report may not be reproduced, distributed or
published by any recipient for any purpose without the prior express consent of Stockcube.

