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Gold continues to climb. It's not exuberant and it's not exciting but it keeps on climbing. It’s at
a point where one would expect a serious reaction or a new explosion on the up side. Which
will it be?

Barron’s Gold Mining Index (BGMI)

BGMI Index - Weekly Tick world gold charts @ wew sharelyni com
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Last week | read an article where this Gold Index was a feature. For those who don’t know
Barron’s magazine it is weekly financial journal founded by Clarence W. Barron in 1921 as part
of his Dow Jones & Co. empire. He bought the company in 1903 shortly after the death of
Charles Dow. Prior to the dawn of the internet THIS was the go-to weekly newspaper for all
the information of what went on in the markets. I'm surprised that the paper version is still
publishing but | see that they are getting more internet savvy.

From the middle of WW2 (1942) to the beginning of 1980 this Index was in a major long term
bull market with its inevitable ups and downs. It gained about 70 times in price during that
period. Since the peak in 1980 it has done nothing. In 2008 it did make a new high but barely.
It has since come back down from that high and as of last Friday’s close it is at a lower level
than where it was in 1980. In late 2007 when this Index finally made a new all time high there
were glowing articles by followers of this Index of a new major bull market in gold stocks. It
wasn’t long before the Index took a turn and dropped over 60%. So much for THAT bull
market. Looking at a shorter term chart of the Index, it has been moving sideways for about a



Merv’s http://preciousmetalscentral.com
Precious Metals Central

year now and should it move higher it could break into a new bull phase, but that remains to be
seen.

Although my Merv’s Indices do not go back as far as the BGMI does my Merv’s Qual-Gold
Index does go back to early 1980. At that time it made a high of 15.75 before plunging more
than two thirds in price. By its high in 2008 this Index was at 99.37 or 530% above its 1980
high. At the close on Friday it stood at 118.40 or a further 19% above its 2008 high. The
average quality stock has been doing quit well although one would not have known so by
following the BGMI.

GOLD
LONG TERM

The long term indicators continue to be positive as gold continues to climb higher. Gold is
above its positive sloping moving average line. The momentum indicator continues in its
positive zone above its positive sloping trigger line. The volume indicator continues to move
higher into new high ground and above its positive trigger line. All in all the long term rating
remains BULLISH.

INTERMEDIATE TERM

All systems are go on the intermediate term although there is some concern here. The price of
gold remains above its positive moving average line. The momentum indicator remains in its
positive zone above its positive trigger line and the volume indicator continues to move above
its positive trigger line. So what is the concern?

The intermediate term momentum indicator, although positive, is showing signs of a
weakening in the recent price action. Although the price is almost back to its June highs the
momentum indicator is not all that strong and falling behind. As previously mentioned in these
commentaries the June highs in price, versus the previous highs in late 2009, was not
confirmed by the momentum which peaked at a lower level than its value in late 2009. We are
now seeing an even lower momentum value as the price edges towards new highs. This
negative divergence needs to be solved by a spurt in the momentum above previous levels or
else the price move may be suspect. In the mean time the indicators are still showing a
positive trend and the rating remains BULLISH. The short term moving average line is above
the intermediate term line for confirmation of this bull.

SHORT TERM

As with the other time periods the short term indicators are also looking good. The price trend
has been towards the up side for over a month now and the action has given us a well defined
up trending channel. As always, when we have the trend trapped in one of these channels we
assume the trend stays in motion until it breaches the channel lines, above the resistance or
below the support. The short term momentum indicator continues to trend higher inside its
positive zone but not with the vigor of the price trend. Although the price is getting very close
to its previous all time highs the momentum still has a lot more work to do to reach its previous
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highs. As for the daily volume action, it is along the lines of pathetic. The whole advance over
this past month has been on very low volume action, action that is at its lowest continuous
level for a long time now. Bull trends do not normally have great longevity on very low volume
action. Still, going by the indicators alone the rating remains BULLISH with the very short term
moving average line confirming the bull by remaining above the short term line.

80 7 #ZX fém m ****** ——F 80
Bﬂ‘gﬁ Stochastlc Osc:|llator m M\ P

oA/ L SIRANY /0 VST N G S \¥ 00 S Rl B — ———————— L 20
50 L 60
55 fﬁ £ 5
50 13 Day RSI 50

1250+ 1250

12257 1225

1200 1200
1757 C117%

1150 1150

1125

15 DMAw
1100
65 DMAw

F1075

‘Jr
1050 - 1050

= bt ettt e L |||| MR |I||||||I|I|I|| ||||.|||.|||n.|u.||n I =
1 [8 hHelp2 1 8 115 [22 [29[]5 [12 19 [26 [3 110 17 24 1 |7 [14 [21 gl s |12 19 9 T16 [23 Bb T [3 T
February March \April May June July |Auqu51 |September

As for the immediate direction of least resistance, that is again a toughie. The Stochastic
Oscillator is in a topping mode and one might even say it has topped out with the trend now
towards the down side. It has also given us a short term negative divergence. Although the
price trend itself is still to the up side it does look like it may be coming to an end. | will go with
the lateral direction for the next day or two although it does look like the down side has the
upper hand going forward.

SILVER

The Friday close was the highest close for silver since its brief spurt into the $20s during
March of 2008. The P&F chart doesn’'t show this new high because of the units used. The
price would need to hit $20.00 for the P&F chart to show a new high. It hit $19.99 on Friday,
short by one cent. But that's the way of the P&F charts.

For the past few weeks silver has been acting better than gold. The performance of silver
shown in the Precious Metals Indices Table does not show it (or gold) in true light. Stocks
always have a magnifying effect versus the metal so the stock indices should normally show a
better performance than the metals. However, if you go to my Merv’s Non-Edibles Futures
Indices Table there you will see the performance of gold and silver versus other non-edible
futures. You can find this table at www.preciousmetalscentral.com. Go to the Free Weekly
Comment section and click on the Non-Edibles Futures link.
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In that table silver is shown as the number one performer for the short term, number 2 for the
long term and number 7 for the intermediate term. In all cases it has a superior performance
to that of gold (Palladium is the number 1 for the intermediate and long term performance). As
with gold, the ratings for all three time periods are BULLISH but with the same caution as gold.
The momentum indicators are showing negative divergence and need to be resolved.

The performances of the silver stocks are interesting. The quality stocks are seriously under
performing all other of the Merv’s Indices and the Merv’s Qual-Silver Index is still some 30%
below its 2008 high. The more speculative silver stocks are, however, performing
magnificently with the Merv’'s Spec-Silver Index now some 30% above its 2008 high. What a
difference in the two performances. This week alone, the Qual-Silver Index climbed 1.5%
while the Spec-Silver Index climbed 8.2%. When the speculative stocks are still going great
the bull market has not yet seen its final high.

PRECIOUS METAL STOCKS

It was generally a good week although you would have to be looking at the Merv’s Indices to
know that. The popular North American Indices had a hard time staying positive with the
PHLX Gold & Silver Sector Index showing the best weekly performance with a 1.5% gain. The
Merv’s Indices were all over the place this past week with performances of 1.1% for the Merv’s
Qual-Gold Index at the bottom and a gain of 8.7% for the Merv’'s Gamb-Gold Index at the top.
One stock in the Gamb-Gold Index that helped it to that 8.7% Index gain was a super
performer with an individual gain of 146.9%. It went POS in the ratings in June at $1.56 and
closed this week at $6.00. A gold strike will do that to a stock although I’'m only guessing here.

| was glad to see the Merv’s Penny Arcade Index once more moving into new all time high
territory. It had been lagging lately. The only cautionary indicator is the momentum indicator
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which is still considerably weaker in its performance versus that of the Index itself. However,
as long as the pennies are moving all remains well with the universe of gold and silver. This
week almost half of the Penny Arcade component stocks made double digit gains.

As mentioned in the previous section, the speculative silver stocks are doing great. Only one
of the 30 Spec-Silver Index stocks closed the week on the down side. All others were in the
plus side with 40% of them double digit gainers.

Things couldn’t get any better. Just about time for a negative surprise.

Merv’s Precious Metals Indices Table

03 Sep 2010 Merv's Precious Metals Indices Table
No.of FRI WEEKLY SHORTER TERM INTERMEDIATE TERM LONG TERM

SECURITIES Stocks CLOSE | % CHNG MA MOM RS  RATE MA MOM RS RATE| MA MOM RS  RATE

Merv's Gold & Silver 160 Index | 160  3914.05| + 4.9% | 371527 + +POS + 4 POS | 352933 + +POS + 3 POS | 3466.52 + +POS + 10 POS
Merv's Gold & Silver 100 Index| 100 411.79| + 2.4% 397.79 + +POS + 6 POS 381.69 + +POS + 8 POS 375.16 + +NEG + 6 POS
Merv's Qual-Gold Index 30 118.40| + 1.1% 11556 + +POS - 9 POS 11179+ +POS + 5 POS 108.46 + +POS + 3 POS
Merv's Spec-Gold Index 30 560.33| + 2.7% 538.79 + +POS + 2 POS 512.20 + +POS + 12 POS 509.44 + +NEG + 13 POS
Merv's Gamb-Gold Index 30 831.83| + 8.7% 769.53 + +POS + 3 POS 729.22 + +POS + 7 POS 719.00 + + NEG + 11 POS
Merv's Qual-Silver Index 10 1411.06| + 1.5% 1355.68 + +POS + 5 POS 1301.90 + +POS + 14 POS 1295.93 + +POS - 22 POS
Merv's Spec-Silver Index 25 1993.17| + 8.2% 1846.70 + +POS + 1 POS 173498 + +POS + 2 POS 170229 + +POS + 4 POS
Merv's Penny Arcade Index 30 2137.88| + 3.9% | 2078.31 + +POS - 17 POS 201481+ +POS + 9 POS 197334 + -NEG + 16 +N
S&P/TSX Global Gold Index 30 391.00/ - 0.9% 38420+ +POS - 8 POS 372.02 + +POS - 10 POS 36263 + +POS + 8 POS
NYSE Acra Gold BUGS Index 15 487.21| + 0.1% 477.00 + +POS - 13 POS 466.18 + + NEG - 15 POS 458.34 + +POS - 9 POS
NYSE Acra Gold Miners Index 43 1478.11| + 0.3% 144536 + +POS - 11 POS 1408.75 + + NEG - 13 POS 138262 + +P0OS - 7 POS
PHLX Gold/Silver Sector Index 16 186.81| + 1.4% 181.69 + +POS - 14 POS 177.29 + +POS - 18 POS 175.20 + +POS - 15 POS
Dow Jones Precious Metals Inde| 13 38292 + 1.2% 37454 + +POS - 18 POS 365.75 + +POS - 11 POS 360.11 + +POS - 14 POS
Dow Jones U.S. Precious Metals| 3 118.09| + 1.3% 11498 + +POS - 19 POS 11375+ -NEG - 6 +N 110.82 + +NEG - 2 POS
S&P Gold Index 1 143.30| + 1.6% 13946 + +POS - 20 POS 13845+ -NEG - 4 +N 13430 + +NEG + 1 POS
CBOE Gold Index 8 22184 + 1.9% 216.08 + +POS - 15 POS 210.94 + +POS - 17 POS 207.82 + +POS - 19 POS
FTSE Gold Mines GOLD MINES 1| 19 3522.84| + 2.3% 3427.25 + +POS - 12 POS 3344.73 + +POS - 16 POS 3287.63 + +POS - 12 POS
FTSE Gold Mines AMERICAS Ir, 11 3032.96| + 1.3% | 2955.00 + +POS - 10 POS | 2880.42 + +NEG - 19 POS | 2833.06 + +POS - 5 POS
FTSE Gold Mines AFRICA Indej 4 3131.37| + 2.5% | 3089.31 + +POS - 23 POS | 305540 + +NEG - 21 POS | 3011.70 + +POS - 20 POS
FTSE Gold Mines AUSTRALASI 4 15694.50| + 8.1% |14783.53 + +POS + 7 POS |14205.75 + +POS + 1 POS |13834.83 + + POS + 18 POS
Johannesburg Gold Index 6 2468.81| + 0.6% | 2462.36 + +POS - 21 POS | 244792+ -NEG - 23 +N 2432.02 + +POS - 23 POS
U.S. Dollar Index N/A 83.10| + 0.2% 82.84 + +POS - 24 POS 8284 - -NEG - 24 N 83.42 + - NEG - 24 NEG
Gold Bullion price N/A 1251.10f + 1.1% | 123547 + +POS - 22 POS | 121934+ +NEG - 22 POS | 120448 + +NEG - 21 POS
Silver price N/A 19.95| + 4.8% 18.97 + +POS + 16 POS 18.52 + +POS + 20 POS 18.29 + +POS + 17 POS
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Well, that’s it for another week.

Merv Burak, CMT

Hudson Aero/Systems Inc.

Technical Information Group
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For DAILY Uranium stock commentary and WEEKLY Uranium market update check out my new Technically
Uranium with Merv blog at http://techuranium.blogspot.com.

During the day Merv practices his engineering profession as a Consulting Aerospace Engineer. Once the sun
goes down and night descends upon the earth Merv dons his other hat as a Chartered Market Technician (CMT)
and tries to decipher what's going on in the securities markets. As an underground surveyor in the gold mines of
Canada’s Northwest Territories in his youth, Merv has a soft spot for the gold industry and has developed several
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Gold Indices reflecting different aspects of the industry. As a basically lazy individual Merv’s driving focus is to
KEEP IT SIMPLE.

To find out more about Merv's various Gold Indices and component stocks, please visit
http://preciousmetalscentral.com. There you will find samples of the Indices and their component stocks plus
other publications of interest to gold investors.

Before you invest, Always check your market timing with a
Qualified Professional Market Technician



