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XAU & HUI POISED FOR A RALLY

Technical observations of RossClark@shaw.ca

The XAU and HUI (indices of Precious Metals Mining stocks) have started stepping their
way higher since the May 16 bottom. They now exhibit the type of bullish divergence
relative to the gold price that we have seen at tradable bottoms in both the gold and mining
prices (see following chart).
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Of even more significance is the low price level of mining stock indices relative to the gold
price. The ratio of gold divided by the XAU exceeded a five times multiple as of the week
ending April 29. In ten instances that the ratio moved to this level, the gold and XAU staged
an excellent rally within weeks (the only exception of 2000). When the ratio spent limited
time above 5 (green arrows), the signal was impeccable. The ratio is now at 4.98. A Friday
close in the ratio at this level or lower would be solid confirmation of a bullish reversal.
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The strong U.S. dollar continues to be a hindrance to the gold market. The U.S. Dollar Index
(86.73) is anticipated to rally to the 50-week 2% standard deviation band (currently 90.62) on
the rally from the December bottom. The targeted time window for the high is July 15
through September 9.

Along the way, we can anticipate a pause in the advance once the RSI(14) has generated a
high in the 75 to 85 territory. This would likely result in a pullback to the 20-day exponential
moving average coupled with a 20 to 25 point decline in the RSI(14). Such a pullback would
present another buying opportunity.
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Concurrent with a minor pullback in the dollar, the gold price should rally and then find
resistance around the 34-day moving average. Such a rally would provide a lightening up
opportunity for traders of gold and the mining stocks.
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The opinions in this report are solely those of the author. The information herein was obtained from various sources; however
we do not guarantee its accuracy or completeness. This research report is prepared for general circulation and is circulated for
general information only. It does not have regard to the specific investment objectives, financial situation and the particular
needs of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this report and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities, if any, may
fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future performance.

Neither the information nor any opinion expressed constitutes an offer to buy or sell any securities or options or futures
contracts. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related
investment mentioned in this report. In addition, investors in securities such as ADRs, whose values are influenced by the
currency of the underlying security, effectively assume currency risk.

Moreover, from time to time, members of the Institutional Advisors team may be long or short positions discussed in our
publications.

BOB HOYE, INSTITUTIONAL ADVISORS
EMAIL bobhoye@institutionaladvisors.com
WEBSITE www.institutionaladvisors.com
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