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Even before this wteperlngdssarel gaoltl stosks refrandd firmly entrenched

as the most -hated sector in all the markets. They are as deeply out o
been in their entire dozen -year secular bull, hyper -oversold and radically

undervalued.

Given such epic antipathy, | figured they were also suffering from low trading

volume. Turns out they are, with some surprises, which is a bullish omen.

It 6s deeeehyears si nce | 6ve sgtuddl dvagloumde in any dept
growing more curious about it -stoskroutiworsony e dnading ma

volume is pretty ambiguous as far as technical indicators go.
orfear, high volume can show

flag excessive greed

both . Volume tends to surge when

traders get excited, when either kind of emotion is running high.

And or to

pri

gol d
sector was ce rtainly despair .

-sparked plunge this weele the dorfireudt emotion in this
After a brutal 2013, investors and speculators have pretty

While most indicators clearly

much universally abandoned all hope in this sector.

With the sparing exceptions of

abnormal days |

left - for - dead sector, trading volume ought to be dismally low.

In years past | used the flagship HUI gold

fear the HUI is dying. The

ke this weekb6és Fed aftermath,Inag
-stock index in my volume studies. But sadly |
l ast time its custodian (NYSE An
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component stocks  was way back in December 2011. Webdbre even now seein
component |l istings on major financial websites,
theHUI! This isn6t a good sign, the benchmar k HUI

Of course the universal loathing for gold stocks is a big factor. I f investors do
an obscure sector, index custodians also neglect it. But a bigger reason is probably the rise

of ETFs. The HUlis never mentioned on CNBC, instead whenever analysts talk about gold

stocks t hey use GDX as their sector metric of choice. That of course is-Va

known Market Vectors Gold Miners ETF.

GDX is indeed a fine gold  -stock ETF, and worthy of being a sector benchmark. Born in May
2006, | started studying it in depth in late 2007. And its component stocks and their

weightings mi rr or ed tvemcldddlyl 6Whi | e GDXb6s annual 0. 5% ¢
it less clean than a pure index for long -term measuring, GDX is still increasingly replacing

the HUI as the gold  -stock metric of choice.

While the large majority of gold -stock trading doesnét happen th
still very representative of this sector as a whole. When traders are buying and selling gold
stocks, they are also buying and selling GDX proportionally . And GDXds enor mo
range in recent year s huge fvdlatilityt sThigBTF ttaded franctHe snidl -
$60s in September 2011 to the mid -$20s this week!

Thismeansrawvolume i sndt particularly comparable over

range. A 20m -share day now represents far less capital changing hands than the same

volume a couple years ago when ¢ oAcdncepticalledk sapitale r e
volume bridges this di sconnect and restores comparability. It simply multiplies raw GDX
shares traded each day by this ETFO6s intraday a

The resultis how much money is moving in and out of gold stocks daily. Ignoring inflation,
thereds no dif f er dionddardnoving threugh gold siocks today or a couple
years ago. This first chart looks at GDX capital volume over the past several years or

so. The raw capital volume is in red, and is super -volatile. So | applied ayellow 21  -day
(average trading  days per month) moving average to smooth it.
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As always with Zeal =~ weekly essays , the data cutoff for getting them researched, charted,
written, proofed, and published 6nTHhurmed.uilgkdéede dn
tapering -scar e action isnbNeveftketedsherte.isndét rel
gold - stock capital -volume trend in place so far this year as gold stocks spiraled ever

lower. As | expected, widespread despair led to | ow GDX capital volume.

This past Monday, the money changing hands in GDX trading fell to a paltry $244m per

day. This is exceptionally low. The collective market capitalization of the old HUI
component gold stocks that day was around $116,347m. Soin GDX alone, only about 0.2%
of major gold stocks were being traded. Once again GDX is not the majority of gold -stock

trading, but it is certainly representative of this whole sector.

When investors and speculators have abandoned a sector and walked away, low
capital volume is the natural result. With fewer traders left, and virtually no

ent husiasm, thereds -emoughtemaningaconstauengyenor any

motivation to buy or sell rapidly. Thus after a long selloff , Wwhen stocks are
exceptionally ove rsold and deeply out of favor, low volume is a very bullish

contrarian buying indicator.

In a truly literal sense, stock prices are a popularity contest . When stocks are in favor
traders love them and flood into them, bidding up their prices to new high s. Eventually the
greed this sparks balloons to unsustainable levels, and a major top occurs. Conversely
when stocks are out of favor traders hate them and steer clear, so their prices fall to new

lows. Major bottoms happen after fear and despair finall y peak.

And with GDX already plummeting 41% year -to - date even before the Fed scare, there is no
arguing it was in a brutal selloff. And everyone knows gold stocks are despised, the vast
majority of traders have convinced themselves that markets move in one direction
forever so gold stocks will never materially rally again. So the sub -$250m -per-day GDX
capital volume earlier this week was a major bottoming indicator.
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Major new uplegs in any sector are always born in fear or despair. When the majority  of
traders are the most bearish, everyone susceptible to being spooked into selling low has

already fled.  That leaves only buyers, who stealthily start bidding up the battered sector in

an effective volume vacuum. Nearly every major upleg and even signif icant rally in gold
stocks was born in low volume, as you can see in this chart.

Pick virtually any low point in GDX before a multi -month rally, and then look at its
red capital -volume line. It is always low as post -selloff pre  -upleg despair reigns,
and often near that $250m -per -day line which has effectively proven a hard floor

in recent years. Most of these times the yellow 21dma of GDX daily capital volume

is low too. Very low volume after major selloffs is a harbinger of an imminent new

rally.

I was well aware of thislow  -volume and major -bottoming connection after decades of

intensely studying the financial markets. | expected to see volume very low given the

universal antipathy towards gold stocks these days. But what | di dnot stkeex
surprising uptrend in GDX capital volume in recent years! That is highlighted above

bracketing the 21  -day moving average of this volume metric.

Traders naturally get excited during both steep rallies and steep selloffs, stoking highly -

motivating greed and fear respectively. Sothe hugecapital -vol ume spi ke i nt:
September 2011 highs makes perfect sense. Itds hard to believe now
actually on the verge of being exciting back then! Fortunes were being won as they rallied

higher. But volume changes dramatically in corrections.

We all remember the outsized down days that punctuate corrections from time to time, like

the carnage this Thursday. During these big selloffs fear flares dramatically, and

volume spikes according ly as traders rush for the exits to end the pain. But the
great majority of corrections are not dramatic down days, but slow, demoralizing grinds

lower. This eventually breeds despair, leading to declining volume.

And indeed bet ween GIXlieak &e isMayrA®l2 trough, a more normal

8-month correction span, capital volume fell off dramatically. This is particularly evident in
its 21dma line. With the exception of those occasional big down days that ignited fear -
driven selling, volume faded with tradersé interdstdnidbh geclLd

until gold stocks started surging in the middle of last year.

As GDX rallied rapidly, capital volume rocketed higher. These high -volume rallies were

a very encouraging and bullish sig n for gold stocks. High volume reflects high

interest and strong conviction. I ncidentally one of the bigge
general -stock -market melt -up was it happened on low volume . Low-volume rallies are
suspect with a weak foundation, while high -volume ones are strong.

Gold stocks as represented by GDX indeed started climbing higher, carving the nice support

line shown above that would normally announce a major new upleg. But then 2013

arrived, with a super -low - probability event that shor t-circuited gold st
advance.  American stock traders started to dump their shares in the flagship GLD

gold ETF to use that capital to chase the levitating general stock markets.

I candét emphasize enough how anomal ous, ethishn@uDe c e
mass exodus has been. As explained in depth in our current monthly newsletter , the entire
reason gold has been weak in 2013 was capital rotating out of gold ETFs utterly dominated
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by the US GLD. The extreme differential selling pressure in their shares dumped
too much gold supply onto the markets too fast to be absorbed.

Not even big physical dema nd out of Asia could overcome it. And as gold prices ground
ever lower, gold -stock traders fled. The levitating stock markets sucked capital out of GLD,
gold was hit on GLD bullion flooding the market, and the gold stocks were crushed on falling

gold. This dynamic is slowing and reversing, and the totally anomalous carnage it

wreaked in gold stocks will reverse along with it.

One of the biggest mistakes investors and speculators make in markets is to

assume hyper  -overbought or hyper -oversold markets ar e at fundamentally -
righteous levels . As | warned aggressively  back in mid -May as the general stock markets
were euphoric, they were far too high and due for a major selloff. And | continue to pound

the table on the incredible bullishness  of gold stocks, the  ultimate contrarian trade

As this sector drifted and sometimes plunged lower in 2013, | expected capital volume to

continue to fade as despair set in. And indeed we saw raw GDX capital volume fall near or

slightly below that $250m - per -day floor several times this year. Butwhatr eally

surprised me is the continuing uptrend in the 21dma of GDXbds cap
volume.  That flies in the face of all my expectations, and has intriguing

implications.

This uptrend began back in mid -2010, as GDX was slowly climbing towards new all -time
highs in a strong upleg. It should have failed as GDX corrected, and indeed if you draw a
resistance | ine from the tops of 2l1dma spikes b
early 2013, average capital volume was declining. But it has actually picked up again in
2013 despite the worst gold -stock action since 20086s stock ¢
Why is the cash changing hands in gold stocks still growing on balance despite the
universal despair plaguing this hyper - oversold sector? I dondt HKtoooldvbe a
massive distrib ution, the remaining gold -stock investors dumping shares low en

masse to forever spurn this sector that has been so miserable in 2013. It could also

simply be a GDX -specific thing not representative of this sector, as this ETF grows more
popular.

| t O6asd tdhbelieve, but hedge  -fund managers have increasingly been buying sizable long

positions in GDX in recent months. These professionals recognize excessive greed and fear,

and know when a sector is too overbought or too oversold. And since researching  individual
gold stocks is so challenging, time -consuming, and expertise  -dependent, many have
decided to | et GDX06s custodians do it for them.

But there is a third possibility that intrigues me. As a newsletter writer, | receive a never -
ending stream of ¢ ountless e -mails from individual investors, speculators, and money

managers all over the world. While the vast majority have naturally been very down on

gold stocks this year,  there is a small minority that are getting really excited. They
see the extrem e over -soldness and are buying for the inevitable mean -reversion rally.

If there is indeed a lurking remnant of hardcore contrarians now out there stealthily buying,

the moment gold turns decisively higher gold stocks are likely to explode higher. GD X6 s
own capital volume shows huge spikes higher on rallies since last spring, a bullish

sign. This continuing capital -volume uptrend in 2013 despite unbelievable pain

may show far more underlying psychological strength than most imagine.
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Since | was lookin g at GDX capital volume, | decided to check out its smaller cousin

tooo. GDXJi s Van Eckés Mar ket Vect or slthhubedornertheGol d Mi
benchmark way to track gol ¢grédsicers.x psing thesame nmethadiologym a
as above, this GDXJ chart is exactly what | expected to see in GDX. As prices tumbled and
despair mounted, volume dried up and trended considerably lower.
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GDXJ is far smaller than GDX, so note the different scales here. While the first GDX capital -

volume chart showed daily trading up to $2250m, that same axis on this GDXJ chart merely

goes to $300m.  Unlike GDX which is mentioned and shown anytime gold stocks are

discussed in the major financial media like C NBC, GDXJ is relatively unknown. The junior -
gold - stock total abandonment makes gold stocks look popular!

While these charts again go to Wednesday, as of Thursday after this latest Fed scare GDXJ

was down an astounding 78.8% since its December 2010 peak! Thiscompares t o fAmer
63.2% for GDX. Sojunior gold stocks have suffered far more than major gold stocks as this

entire sector fell deeply out of favor. This makes sense, since juniors are far riskier in

general than larger established gold min ers with multiple mines.

GDXJ6s capital wvol ume r ef |-stockisectonieelslike irnttdérmsolg ol d

universal despair. Volume has shriveled to virtually nothing , |l evel s so | ov
been seen in recent years right as major gold -stock rallie s have started.  Low volume after
long selloffs reflects widespread despair. And once that peaks and all susceptible

sellers have exited, only buyers remain. So thatds when new upleg

The 21dma of GDXJdés capital vol lymihadosvntrand hathad o wn
|l asted for gold stocksé entire correction (or p
label now). As prices grind ever lower, more and more investors and speculators capitulate

and sell low.  With fewer traders left, and less excitement among these remaining

contrarians, there is simply lower trading volume in general.
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But this GDXJ read on junior volume and interest also has bullish components. The
downtrend in junior  -gold -stock capital volume is actually relative ly modest considering the
sheer magnitude of their losses. And just like in larger gold stocks as represented by

GDX, webve seen high juni oduringnalées i n grhisviroplies timezesis
plenty of capital waiting on the sidelines ready to flood i n when gold decisively turns.

So despite the horrendous carnage in gold and gold stocks this year, the volume profiles in

the leading gold -stock and junior -gold -stock ETFs show lots of bullishness. And it is
incredibly hard psychologically to be bullish on gold stocks these days. Wall Street
has somehow convinced itself that record global central -bank inflation, with no unwinding

(just slowing), is  bearish for gold! This has crushed gold stocks.

Theydve btleecnoshbkated sector in the world, plunging to hyper -oversold deeply -
undervalued levels reflecting gold prices radically below _ current levels. But gol d is
anywhere, and neither are its miners. This metal has been an essenti  al asset class for all

portfolios for millennia , and it absolutely will recover from its extreme anomalous 2013
selloff. This mean -reversion rally is going to be huge.

So as hardcore contrarians, we continue to be bullish on this hated sector. There is blood in
the streets in gold stocks, they are trading below panic levels . Mocked, ridiculed, and
despised, they are the ultimate contrarian play. And compared to the larger miners, the

juniors are  seriously contrarian within this sector. The greatest gains by far as gold and

gold stocks inevitably recover will absolutely be in elite junior golds.

The bottom line is gold  -stock volume as represented by the popular GDX ETF is very

bullish. Low volu me after long selloffs flags peak despair, the sentiment extreme right

before major new uplegs are born. And despite horrendous pain in 2013, gold stocks are
still enjoying high  -volume rallies and their average capital volume is still rising. This
sugges ts lots of traders waiting on the sidelines eager to buy when gold turns.

And turn gold will, its 2013 selloff was a total anomaly driven by stock traders aggressively
dumping GLD shares and super  -leveraged futures traders suffering a couple forced

liqui dations. These are temporary events having nothing to do with bullish underlying

global gold supply -and-demand fundamentals. As they pass, strong world physical demand
wi || retake t he g dAhddtardlits miners viillssoas e a't .

Adam Hamilton, CPA June 21, 2013 Subscribe
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Final capitulation coming

Jordan Roy-Byrne - The Daily Gold | June 21, 2013

Our recent calls for a bottom have been proven wrong as
precious metals plunged to another new lowlwo trading rules

we have is to always use a 20% stop and never add to a losing
position. Note our previous article in wh we said use the late May
low for a stop.

This helps minimize risk and potential losses, though we have a
handful of small losses trying to anticipate the coming rebound. We
always admit mistakes to subscribers and we never blame
manipulation. That iust unprofessional. All being said, a close
examination of history tells us that this could be the final
capitulation that would lead directly to a huge rebound in the
ensuing months.

Below we plot the four majordownturnswithin thetwo secularbull marketsin gold stocks.The HUI is now down
64%since2011andjust surpassedy inches(in time andprice)the19681970downturn.TheB a r r @oidd s
Mining Index(BGMI) lost67%from 19741976beforerising nearly700%overthe nextfour years.
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A 67% davnturn would take the HUI down to 210. Interestingly,

Fi bonacci analysis shows that 21
2012 low and 2011 high. So 210 is a target to keep in mind. The

GDX equivalent is $21.64.
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| t 6s | mpor t adaytmoving aveaget(oethetlfveek 5 0
moving average) as it plays a very important role in how gold stock
bottoms evolve. Note that the HUI failed at theday moving

average at 283 and has already fallen to 228. Keep that in mind as
we go over some important history.

Severalmonthsbeforethe bottomat the startof 1970,the BGMI failed atthe 10-weekmovingaverageSeethe
circle. Fromthatpoint,the BGMI declinedabout33%to its final bottom.

June 22 2013 PagelO


http://www.mining.com/wp-content/uploads/2013/06/june20huifibs.png

Barrons Gold Mining Index- 1970 Bottom
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The BGMI failed at the 1-veek moving average in summer of
1976. It abclined about 35% to its final bottom.

June 22 2013

Pagell



http://www.mining.com/wp-content/uploads/2013/06/1970bgmi.png

Barrons Gold Mining Index- 1976 Bottom
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In September 2000, the HUI rallied above itsday moving
average but eventually about 35% down to its final bottom.
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In Septembe2008,the HUI failed atits 50-daymovingaveragelt thendeclineda whopping57% beforehitting its

final bottom.

$HUI Gold Bugs Index - AMEX INLXE ® StockCharts.com
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In three of the four cases, the market (after failing at the moving
average) declined 33%b6% to its final bottom. At present, the HUI
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peaked at the moving average at 28®te that at the recent failure

of the 56daymoving average, the market was far more oversold

than it was at that specific point in the four historical examples.
Thus, we shoul dndot expect the sa
target of 210 would mark & 26% d
35% but it 8 substantial.

If youtakeanotherdook atthefour chartsy o uniticéthatthe movingaverageplaysakeyrole following the
bottom.It providesinitial resistancéutonceit givesway, therecoverybeginsin earnestin the chartbelowwe plot
the pathsof therecoverieghatfollowed the four majorbottomsdiscussedbove.l t nbtsinreasonablé anticipate
a50%reboundn afour monthperiod.In only four monthsthe gold stocksrebounded5% (startingin Q4 2008)
and60% (startingin Q4 2000).

Gold Stock Bull Markets- First 4 Months

Source: TheDailyGold.com
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Gold is a speculative asset that is prone to big declines even in a
secular bull market. When inflation is falling and the stock market is
performing well, precious metals can really tumble. This is what
occurred from 1975 to 1976 and during the last teary.

Meanwhile, loose monetary policy and debt monetization since
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2008 has already been factored in. Gold ran from $700 to $1900 and
Silver surged almost-told. Junior exploration companies went

from pennies and dimes to $2 and $5. Junior producersupet®

fold and more.

The cyclical bear market began with precious metals reaching very
overbought conditions as noted above. Fundamentals slowly
deteriorated as price inflation declined and Chindia (crucial for
metals demand) slowed down economically. @ldbar subsided.

QE 3 was factored in but didnot
beyond the aforementioned bearish factors. Furthermore, a major
technical breakdown intensified the bear market.

Currently, the precious metals complex is plunging butlshiind a
bottom sooner rather than later. A catalyst is definitely needed for
the complex to sustain a bottom. Twelve months from now we could
see tremendous support for precious metals. The smartest guys are
talking about the Fed doing more and notlBsg. s mar t est ¢
talking about folks like Jeff Gundlach and John Brynjolfsson and

not fanatical gold bugs. China will have to take action at somepoint
to prevent a full blown credit collapse and deflationary spiral. The
ECB is talking about pursuinghaonventional measures and Mark
Carney, the new chair at the BOE, would like to take more action.
Does this sound like a bearish recipe for precious metals over the
coming quarters?

| t06s been a tough road for preci
strong @tential of being significantly profitable and in a short
period of time. The buying oppor
months could be days away. When precious metals equities

rebound, they rebound violenﬁly.o ub@&idterestedn our analysison the companies

poisedto recovemow andleadthe nextbull market,we invite you to learnmoreaboutour service.

June 22 2013 Pagel5


http://thedailygold.com/premium
http://thedailygold.com/premium

Thursday, March 7, 2013

Gold Miners In Crash Mode

Regular readers of the blog know that | usually do not discuss Gold Miners specifics when it comes to the
Precious Metals sector. | usually place a lot more focus on Gold and especially Silver, which happens to
be my favourite investment for the coming years. However, looking at the recent Gold Miners price action
and crash-like conditions, | cannot hide my excitement as we see extremely oversold levels and
extremely pessimistic sentiment.

Let me share a few charts and indicators | am looking at right now, which signal that we are either close
to a bottom or most likely already there:

Chart 1: Gold Miners are most oversold since 2008
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Source: Simone Alberizzi

Looking at the weekly chart of the Gold Miners, we can make two conclusions. The first, the uptrend
started in late 2000 and the second, we are currently at the most oversold level since late 2008 and late
2000 - both being major buying opportunities in the current secular bull market. While the price could
make further lows in the short term, | assume that a reader looking back on this post in 12 months time
would appreciate the fact that a major low was at hand.

Chart 2: Internals suggest final stage of bear market

SECTOR BREADTH - GOLD BUGS LAST UPDATED: March 5, 2013
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Source: SentimenTrader / Short Side of Long

They say a bear market develops in three stages. The famous Dow Newsletter author, Richard Russell
once wrote about it:

1. The first phase is the one where the bear market wipes out the optimism and excitement which existed
at the preceding bulll mar ket 6s top.

2. The second phase of a bear market is usually the longest phase. This is the phase where it gradually
dawns on stock holders that business is deteriorating and that we are moving into hard times.

3. The third phase of a bear market is the fAthrow dédem |
than that the sellers need to raise cash.

The third stage is also the one which shows internal breadth readings hitting rock bottom capitulation
levels. The common indicators that | use to track oversold levels are usually the percentage of stocks
above the 200 MA and the Summation Index. Both of these show readings relative to where previous
major lows have occurred.
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Chart 3: Bullish Percent Index is at record oversold
levels
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Source: Objective Trader

Staying with the theme of internal breadth readings, another indicator is also currently proving to us that

we are in the final capitulation phase of the bear market - the Bullish Percent Index. According to

StockCharts.com "the Bullish Percent Index (BPI) is a breadth indicator based on the number of stocks on
Point & Figure buy signals within an index. Because a stock is either on a P&F buy or sell signal, there is
no ambiguity when it comes to P&F charts. This makes BPI a straightforward indicator with clearly defined

signals." The chart above, thanks to the Objective Trader website, shows that we are currently

at extremely low readings. In other words, conditions are similar to the panic of 2008 - a major low in

Gold Miners [recently corrected].

Chart 4: Valuations show Gold Miners
at bargain prices
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Source: BMO Capital Markets

While we can use a variety of valuations metrics, I'd hate to fall into the value trap like so many traders
recently did with Apple. Apparently the stock was extremely cheap at the $650 to $700 price range,
trading at ridiculously low forward P/E ratios. Well it seems that the bubble is deflating and the stock just
got even cheaper.

| do not believe that the Precious Metals sector has yet to reach an euphoric frenzy such as Apple just
went through (it might one day soon), so therefore tracking its Price to Cash Flow ratio could hold some
value for us. According to BMO research, valuations have now reached levels similar to that of late 2000,
just as the bull market was starting. This could mean two things, either the Gold Miners are currently
discounting eventual Gold price decline at which point the P/CF ratio could actually rise or truly the sector
has hit rock bottom bargain value.

| understand certain traders will disagree with my subjective and bullish views here and therefore they will

dismiss the valuations. The market is always comprised of bulls and bears, therefore any opposing views
are always welcomed at this blog.

Chart 5: Miners are very cheap on relative basis too...
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