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Event

Our recent video cast from early May pointed to financial markets at crossroads. These crossroads are
now firmly in sight. Significant developments have occurred since the last days of May. The US dollar
appears to show the first signs of a break down. The US Fed has opened the door to a U-turn of its
monetary policy. The gold price has started to move since May 29th in a rather impulsive manner from
levels around $ 1’279 / oz to over $ 1’400 / oz at the time of writing. On its move upwards, bullion broke
through a number of key resistance levels that it failed to overcome over the past 35 months. Is this the
long awaited breakout of gold and miners into a new up-cycle?

Interpretation

With its move over $ 1’400 / oz gold is pushing towards the upper end of its 6 year basing pattern. It
could point towards the end of a lengthy bottoming out process and the emergence of a new up-cycle.
Although at a very early stage of its emergence we see these recent developments as significant.

Many generalist investors remain sceptical, or just indifferent, about recent moves of gold and miners
signalling the start of a new bull market. Trust is earned and the miners, in particular, have a lot to prove
to investors. Scepticism is also a good protection against hasty investment decisions. We further
respectfully acknowledge a short term pull-back is possible, or even probably. Gold may even run out of
steam completely and fall back into the lacklustre sideways channel of recent years.

However, we observe several signs, beyond the breaking of prior resistance levels, that could indicated
that the gold market is moving into a new cycle. Purchases of physical gold ETF’s are picking up strongly.
Large capitalized gold producers are being bought by some generalist investors for the first time in a
long while. Also, some of the highly indebted gold producers have shown impulsive moves to the upside.
While many general equity indices, such as the S&P 500, have recently reached all-time highs, mining
indices area also starting to show significant upside torque. The anticipated change in the Fed’s
monetary policy will likely develop into a significant game-changer for financial assets, currencies and
precious metals.

We note too, that silver is still lagging behind the gold price. We would prefer and expect the white
metal to catch up. It would add another missing piece to the positive market set-up that is developing.
Many investors would welcome a market consolidation of both precious metals and miners around the
current levels, before clearing the next important resistance levels between $ 1’450 - $ 1°465/0z. But
this market seems to be in the process of fundamentally changing its character. If the current breakout
pattern continues, the market will likely deny investors the possibility of a “gentleman’s entry”. The next
couple of weeks will provide us with further clarity on the direction but recent developments highlight
that market participants should increase their attention levels or even reconsider a change of mind
towards the sector.

We continue to closely monitor the now fast changing underlying dynamics in financial markets as the
consequences for our investment universe will be significant and far reaching.
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