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     GOLD is 33% in our Asset allocation holding: split equally in GOLD and GDX.   
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Market Overview  GOLD    
 
The open interest and short interest on Gold are at bearish levels. This is a contra indicator.            
 With the speculative world near-record long the US Dollar and record short gold, how much longer can the status quo 
boat can remain upright with so many on the same side. Last week, the smallest net speculative long position since January 
of 2002 was reported.  
 
Gold is currently in the CZ 1070-1140 (the March 2008 high).  There are many parallels to the 1999-2000 periods, most 
notable among them a rising equity  market combined with  greater weakness in junk bonds, a tightening Fed and US  
dollar strength, and a flattening yield curve. 
  

 Speculators as a group are more bearish on gold today than they were at the lows of its 20 yearlong secular bear market in 
1999-2000. This definitely means once a rally does get underway, there is going to be a lot of fuel to support it as this 
extreme in pessimism unwinds.  
 
Gold stocks meanwhile continue to diverge positively from gold and silver, just as they have exhibited persistent negative 
divergences near the 2011 – 2012 highs. 
 
In short term there has been no volume conviction behind the move in GOLD in this decline below 1120. Several gaps 
under area 1100-1070 are filled up on lighter volume.  1070 is re tested for Triple bottom.  One quick smash to 1000 is a 
possibility but Gold should have good rally in 2016 if one can withstand 50-60 point smash down which may or not happen 
in final capitulations.  If quick smash does happen it should trigger POM 12 for adding position.   
 
 
 
 
 
 
 
 
 



GOLD-  v/s COT   Analysis    Daily chart    
 
Commercial short position in Gold came in below -50K for past 1 month.   The last time the Commercials where below -50K 
are indicated below.  
 

            
 



 Gold Optix readings from Sentiment Traders-  since mid 2013 are among the lowest in history.   

 
More extreme than those recorded at the secular bear market lows in 1999-2000.  
 

                
          
         



 GOLD-  CZ/ PEC- D  Analysis    Daily chart    
Notes within chart  

Downside -   Pull back to Target to 1070 on lighter volume is towards the triple bottom. . 

UPSIDE –   Bounce should be towards 1130. Earlier 1st ABC up to 1152 Bullish top .   

            

 



GOLD-  CZ/ PEC- D  Analysis    Monthly  chart    
 

Monthly gold chart goes back to 1980.  The red vertical lines are eight year cycle lines that show gold bottoms every eight 
years. The next major cycle low is due 2016.  The monthly XAU/Gold ratio is very oversold with a reading of .05.  Historically 
a reading of .05 is considered very low and shows gold stocks are cheap compared to the price of gold.    Gold has been 
forming a “Falling Wedge” Notice how the declining volume matches the “Falling Wedge” definition.   

 

 
     



   GDX –  Daily   – PEC –D / CZ   Analysis 
     Downside -   Pull back to target to 13-13.5 is towards the triple bottom. . 

UPSIDE –   Bounce should be towards 14.5-15. Earlier 1st ABC up to 16.5 Bullish top  

Large Head and Shoulders bottom where the Head is the September 11 low bottom has a measured target near 17 on GDX 
which is over a 40% rise from here.  Coming off the mid November low a “Sign of Strength” and increasing volume.  The 
bottom window is the GDX/GLD ratio which is rising than Gold stocks are outperforming gold and a bullish sign for both 
gold and gold stocks suggesting a strong gold stock rally is in progress. 

         
           



    GDX –  2 HR CHART   – PEC –D / CZ   Analysis         

 
The chart below is the two hour GDX going back to mid-October.  This two hour chart showed a bullish Head and Shoulders 
pattern with a breakout through the Neckline with a “Sign of Strength” which confirms this pattern.  I might add this two 
hour Head and Shoulders bottom pattern is the “Right Shoulder” of the larger Head and Shoulders bottom. The break 
above the Neckline the pattern that appears to be forming is a “Triangle” pattern which are usually a continuation pattern 
suggests the uptrend will continue.  Support comes in near the Neckline so there appears to be little downside from here.  
The short term picture remains bullish.   

 

   



      Appendix Content   
 

 Objectives & POM /CZ / PEC –D Guidelines – Refer to detail Annexure 
 

 POM – “ Price Oscillation Model “ Criteria 
 

 PEC –D  “ Pythagoras – Expansion & Contraction  Criteria 
 

 CZ- Confluence Zone Criteria 
 

 TEXTURES – Bullish , Bearish , Neutral  
 

Critical backdrop Notes – 
 

 Price path Analysis is running commentary of the Market’s  price behavior , Not a Trade Signal.  
 Intermittent CZ’s are Short time out / Risk management for overweight position / rebalancing spots. Unless your own 

Portfolio objective demands. 
 POM’s are Action points. Also at times Action points is at Main CZ’s  when specifically announced Triggers.  
 Model does not encourage Buying in between unless its false break upside or false break downside soon after POM / 

Main CZ Trigger and is specifically announced . Model stays with Trend POM to POM Signal.  

  

 
 



 
 
 
 
 



 
 

 
 
 



 
 

 
 
 

       Disclaimer : The information in this report has been taken from sources believed to be reliable but   SG Capital  Research does not warrant its  
        accuracy or completeness. Any opinions expressed        herein reflect our judgment at this date and are subject to change. This document is for 
       private circulation and for general information only. It is not intended as an offer or solicitation with respect      to the purchase or sale of any 
        security or as personalized investment advice. SG Capital     Research or its Author does not assume any liability for any loss which may result 
        from the reliance by any person or persons upon any such information or opinions. These views are given without      responsibility on the part of  
      SG Capital Research or its officials. No part of this report may be   reproduced in any manner as Author reserves the distribution rights. Under 
       Copyright 2002 Act: It is   a violation of federal copyright and  imposes liability for such infringement. 

 

 


