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Gold and silver are oversold

So much for the war premium - From a low just under
$320 at the beginning of December, gold bullion rallied to
a high of $389.05 on 5th February, before ending that day
with a trend-ending downward dynamic, discussed in the
*Audio recordings on www.fullermoney.com. The speed of
this reaction (gold fell back to nearly $340 faster than it rose
from this level) suggests that the recent high may not be
decisively cleared for a number of months. It has caused
some commentators to talk of “gold’s burst bubble” and

to conclude that the bull market, such as it was, is over.
Bubble talk at this stage seems absurd to me, considering
that gold experienced a 20-year bear market following it's
last bubble in January 1980. Could all of gold's rally be
retraced as we saw following the upward spike in 1999?
Only in the sense that with markets anything is theoretically
possible. 1999's 3-week spike was caused by a bear
squeeze, marking the cycle's low point, following a very
persistent decline over the preceding months. Consequently
there was no base formation back in 1999. In technical
jargon from The Chart Seminar, | describe that move and
the long, ranging retracement that follows, as a “V-bottom
with right-hand extension” base formation. Today, gold is
underpinned by that base, which commences at $330. |
believe the recent high and subsequent reaction to $341 all
but define the boundaries for a multi-month consolidation,
known at TCS as “the first step above the base”. Short-
term indicators are currently oversold.

Fundamentally, the war premium, such as it was,

has mostly vanished. Gold's recovery, based on its
value relative to most other assets, had commenced well
before people started to discount a war against Saddam
Hussein. A naive belief that equities would advance in
perpetuity, short-lived shakeouts aside, could only end in the
exploitation of investors. The same thing is now occurring
in bonds and even property. Today, credit creation (the
equivalent of printing money) - by the Fed, the BoJ and
eventually the ECB - should provide more than enough
reason for a secular bull market in gold and its high-beta
proxy, silver.  Inevitably, it will be punctuated by periodic
shakeouts and lengthy ranging phases. Many other
commodities will experience strong gains over the next
decade or more, even though there is unlikely to be a
problem of global inflation for a number of years. The
strategy for secular bull markets, which emerge following
secular bear markets and are confirmed by long-term

uptrends, is to buy on setbacks and lighten somewhat
during the stronger rallies.

*Please note: The Audio recordings are a major addition
to the Fullermoney service, available to all subscribers at no
additional cost.
Best regards - David Fuller
Charts by Bloomberg
Gold Bullion: $346.85 (Daily)
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Silver (March CMX): $4.58 (Daily)
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Philadelphia Gold & Silver Index (XAU): 72.30 (Monthly)

A
|

| I
080 | 1000 [ 1001 | 1e02 | 1003 | tea | 1005 | 1ees | 1007 | 1oee | teoo | 2000 | zo01 | 2002 kous

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 requlated by the Securities and Futures Authority Ltd, according to the requirements of the
Financial Services Markets Act 2000. 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.



