
ONE OF THE SECTORS THAT I AM

frequently asked to provide a
technical opinion on via my
blogs or media appearances is
precious metals.

Gold in particular is held up as
a long-term hedge against inflation
and currency risk. True enough,
since 2002 (just after the recent
secular sideways market began)
gold has been in an uptrend.

However, my viewpoint on gold,
silver, or any security tends to be a
little less focused on longer-
termed investment strategies.

I really don't have the patience
to live through large double-digit
cor rections lasting a year or
longer, such as the one we saw in
the early 1980's (when gold was
more than halved) and more
recently in 2008 (a 30 per cent
correction).

I'd rather trade the rhythms of
this sector using technical analy-
sis. Using technical trend and for-
mation analysis, we are more like-
ly to reduce the impact of the
inevitable corrections that any
security will have.

And gold and silver are dis-
playing some very intriguing pat-
terns right now that might interest
investors who prefer minimizing
the deviation in their returns.

GOLD

From a seasonal perspective,
the best time to own gold is usual-

ly from July to October. This year
that trade worked out perfectly,
with gold moving up from the
bottom of a triangle formation in
the mid-$1500's in July to its
strong resistance point at around
$1800 in early October.

Investors who follow my blog
and MoneyLetter columns will
recall my entry and exit recom-
mendations at these junctures.
Right on schedule, gold sold off
when it reached its $1800 techni-
cal resistance point, and has since
declined to near $1700 at the
time of writing.

Interestingly, gold can often
exhibit a second period of season-
al strength from November to the
New Year. This year, I believe that
gold will offer an excellent oppor-
tunity to re-enter the trade in that
time frame.

Technical support for the metal
comes in anywhere from $1700 to
slightly below that level. I am
looking for an entry point in gold
myself, having kept the capital
from my last gold trade in cash
since selling in early October.

I will consider buying both
gold bullion ETF's and gold
equity ETF's in the coming
weeks at or below $1700. Note
that I tend to focus on ETF's
rather than individual securities
when trading gold to eliminate
individual security risk. 

To buy gold bullion, I have
traded both the iShares Gold
Bullion Fund (TSX-CGL,
$15.59) and the Horizons Comex

MPL Communications Inc., 133 Richmond Street West, Toronto, ON M5H 3M8

THE MONEYLETTER
S T R A T E G I E S  F O R  S U C C E S S F U L  I N V E S T I N G

O c t o b e r  2 0 1 2 / S e c o n d  R e p o r t V o l u m e  3 6 ,  I s s u e  N o .  2 0

®

GOLD WATCH

You can’t miss a beat when timing your entry and exit points for
precious metals. To profit, stay in step with the….

RHYTHMS
OF GOLD

Keith Richards

Keith Richards is a Port-
folio Manager at Value-
Trend Wealth Manage-
ment. – sponsoring
investment dealer World-
source Securities Inc.,
member: CIPF and
IIROC. He provides com-
mentaries on equity mar-
kets and stocks during

television and radio interviews and is a frequent guest
on Business News Network. He also writes a monthly
business column for Investor's Digest of Canada.

krichards@valuetrend.ca.



Gold ETF (TSX-HUG, $17.44) in
the past.

You can also buy SPDR Gold
Trust (NYSE-GLD, $169.46) for
a U.S. dollar denominated gold
bullion fund. Consider buying
any of these bullion funds as gold
reaches its support level of $1700
or thereabouts.

Watch it carefully thereafter
for a weakening technical profile.
So long as it trends up, all is
good for gold. A failure to breach
$1800 might imply another cor-
rection, so use this sign as your
exit strategy.

Conversely, a steady rise into
January and a breach of $1800
might imply a new uptrend for the
metal. Again, be aware that a fail-
ure by gold to take out that $1800
resistance level might imply a
weakening trend for the winter.

Gold equities, as illustrated by
the iShares S&P TSX Global
Gold Index Fund (TSX-XGD,
$21.21) appear to be consolidat-
ing right now. They will likely
weaken if bullion continues to
soften in the near-term.

They may, however, offer better
upside potential should bullion
rally as I suspect it might into early

winter. For aggressive investors,
the BMO Junior Gold Index
ETF (TSX-ZJG, $16.50) might
add further upside in a gold rally. 

SILVER

Silver tends to have a longer
bullish cycle than gold over the
greater part of the winter. Accord-
ing to seasonal expert Brooke
Thackray, silver can exhibit
strength through the winter and
into March.

In a recent blog entry, I noted
that silver has technical resistance
at $35 or so, which it recently
failed to breach (similar to gold's
failed attempt on its $1800 over-
head resistance).

October can be unkind to silver,
and a pullback into the $29 to $33
an ounce range might provide a
healthy entry point in November.

Much the same as gold, consid-
er selling silver if it fails to
breach its overhead resistance of
$35 over the winter. Silver can be
bought through the iShares Silver
Trust (NYSE-SLV, $32.00), or on
the TSX with currency hedging
through Horizons Comex Silver
ETF (TSX-HUZ, $21.20).

If you are interested in buying a

group of silver stocks, consider the
Global X Silver Miners ETF
(NYSE-SIL-$24.93). iShares has
MSCI iShares Global Silver Min-
ers (AMEX-SLVP, $23.35), but I'd
consider SIL for its better liquidity.
There is no TSX-listed silver equity
ETF that I am aware of.

Investors can trade commodi-
ties and other securities to take
advantage of their natural rhythms
and cycles. Not only does a trad-
ing strategy offer the potential for
an investor to reduce volatility, it
can help you steer clear from
making emotional decisions. ▼

Keith Richards, Portfolio Manager, can
be contacted at krichards@valuetrend.ca.
He may hold positions in the securities
mentioned. Worldsource Securities Inc. –
Member: Canadian Investor Protection
Fund, and sponsoring investment dealer
of Keith Richards. The opinions expressed
are those solely of Keith Richards and
may not necessarily reflect that of World-
source Securities, its employees or affili-
ates. The contents are for information
purposes only and do not represent invest-
ment advice. ETFs may have exposure to
aggressive investment techniques that
include leveraging, which magnify gains
and losses and can result in greater
volatility in value, and be subject to
aggressive investment risk and price
volatility risk. ETFs are not guaranteed,
their values change frequently and past
performance may not be repeated. Please
read the prospectus before investing.
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