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Australian economy
picks up on resources
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Given the overbought conditions of the energy markets, the
TSX, and the challenge of the
trendline for Australia, I wouldn’t
be surprised to see a slowdown in
the near-term for these markets.
However, the technical setup
is encouraging for the late summer and onwards if current
chart patterns do not reverse on
oil and the TSX. In other words,
any decline seen in energy over
the next couple of months may
just provide investors with an
excellent buying opportunity for
both the TSX and the All Ordinaries Australian Index indexes,
along with the energy and materials sectors.
For those who are considering
an energy play, a good place to
start is in the iShares Capped Energy ETF (XEG-TSX, $12.35)
which we hold a position in at
ValueTrend.
Gold, which also has a significant influence on the TSX index,

has been heading towards its
longer-term target of US$1,300 to
US$1,350 per ounce—noted
about a year ago in this publication and through my blog at valuetrend.ca.

Gold near resistance?
This target is derived from
technical resistance that held
steady during much of 2013 and a
longer termed downtrend line
drawn from 2011. A crack of that
zone to the upside would be
favourable for longer-termed upside to the metal. Time will tell if
that occurs, but traders will certainly be aware of the potential for
the metal to stall as, if or when
gold reaches the US$1,300 to
US$1,350 range.
In the meantime, very nearterm upside potential is a little
shaky at this point. Gold is bouncing off of about US$1,200 on the
daily chart as I write this column.
Relative strength index and
stochastics – the shorter termed
momentum oscillators that I
watch – are low but have not
hooked up yet.
Moving average convergance
divergence (MACD)—a longerterm indicator, is trending lower.
More ominous is the trend towards falling money-flow. Declining cumulative moneyflow implies that money is leaving gold at
this time.
That, along with a flat to neartermed declining comparative
relative strength line (gold versus
the S&P 500) may be reasons to
wonder if gold may be stagnant or
short-termed bearish in the com-
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ing month or two.
Like energy, there may be a
better time to commit to investing
in gold. Seasonality picks up later
in the summer for the metal – perhaps then will be a better time to
consider adding to a gold position
if you are watching this trade.
We hold a minor position in
gold (three per cent of the portfolio) through the Horizons Comex
Gold Bullion ETF (HUG-TSX,
$11.82) – but that’s the extent of
our exposure right now.
We may commit to taking a
deeper position in gold later in
the summer as the seasonally favorable period arrives, and that

may include owning both broad
based gold producer ETFs like the
iShares Global Gold Index ETF
(XGD-TSX, $14.38) and/or individual stocks such as Barrick
Gold Corp. (ABX-TSX, $24.40).
Keep an eye on the commodity producing nations, particularly
those with a solid exposure to energy and precious metals like
Canada and Australia. There may
be opportunities if commodities
continue to firm up.
I’m doing the afternoon
MarketCall Tonight show on
Wednesday, July 13 from 6 p.m.
to 7 p.m. Call in with your questions during the show’s live

taping between 6 and 7 p.m.
The toll-free number is 1-855326 6266.

Next time on
MarketCall
You can also email questions
ahead of time to marketcall@bnn.ca – it’s important
that you specify they are for me.
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