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IAN’S  INVESTMENTMENT INSIGHTS
T H E  L O N G W A V E  E C O N O M I C  A N D  F I N A N C I A L  C Y C L E

The Dow/Gold ratio is the price of 

the Dow Jones Industrial Average 

divided by the US dollar price for 

an ounce of gold. These two com-

ponents never move in the same di-

rection for very long, because they 

are over the longer term, always working in opposite directions. When stocks are in favour, gold and gold stocks are out of favour and vice 
versa. Stocks, ex-gold stocks are in favour during the Kondratieff spring and particularly in the Kondratieff autumn, whereas gold and gold 
stocks are the investments of choice during the Kondratieff summer and the Kondratieff winter. When stocks win out over gold and gold 
stocks the ratio reaches an extreme high and when gold and gold stocks are the investment winners the ratio reaches an extreme low. 
We can see that the ratio reached an extreme high, as one would expect, at the end of spring and at the end of autumn and an extreme 
low during the previous winter and at the end of summer. We are now in the winter and we can expect that an extreme low in this ratio will 
occur at some point during this bitter season. 

The ratio reached a record peak in July 1999 (the end of autumn) at 43.85; that is it took 43.85 ounces of gold to buy the Dow Jones 
Industrial Average. Since then the ratio has tumbled to the current level of 8.43 as of Friday May 13, 2011; yet the Dow Jones Industrial 
Average is at a higher level now than it was in July 1999. Something has to give!  I think the general stock market must take a tumble and 

this 4th. Kondratieff winter.

The stock market is being propped up by the Federal Reserve which is feeding massive amounts of money to the banks through quantita-
tive easing. We don’t see quantitative easing coming to a halt because someone has to buy all those Treasurys. What we do see is that 
the next quantitative easing will be disguised in some fashion to avoid a declining dollar.  However, we don’t believe the stock market can 
be divorced forever from the realities of the US economy, which is in dire straits, given the dismal lot of the poor US consumer.

Let’s get back to the Dow/Gold ratio. The extreme high reached at the end of autumn in July 1999 at a ratio of 43.85 was the highest the 
ratio has ever attained and 56% higher than the previous high of 28.12 reached at the end of Spring in 1966. Given that the high of the 
ratio reached at the end of autumn was much higher than any previous high we should expect that the low will be much lower than any 
previous low. This follows Newton’s 3rd law which says “To every action there is always opposed an equal reaction” or one of my favou-
rites, Epicitus’ dictum which states “The extreme of any position will ultimately become it’s opposite.” We also know that big investment 
bull markets are always followed by big bear markets, or the bigger the bull, the bigger the bear. There are any number of examples from 
which we can draw to see the truth of this statement.

   

"This information is not intended to be investment advice.  Members of the Longwave Group may acquire, hold or sell securities referred 
to in this document.  The companies referred to herein may pay a fee to be listed on the Longwave Group website or referred to in this 
publication.  See the disclosure under the heading “Disclaimer” on the last page of this document for further important information."



We are on record as estimating that the low in the Dow/Gold ratio will reach 1 to ¼, meaning the price of a quarter of a ounce of gold will 
buy the Dow Jones Industrial Average and we have also stated that this ratio will be reached when the Dow has fallen to 1,000 points and 
the price of gold has risen to $4,000 (U.S.) per ounce. We are confident that our prediction for the Dow will be reached, but we are less 
confident about our gold price prediction.  Maybe our gold price prediction is far too low. We state this because we believe that gold will 
not be available in any form of paper currency. Why would anyone sell gold for paper?

Anyway, what we are saying is that the price of gold and good gold stocks have a lot further to move on the upside.

With this in mind, I am continuing to purchase physical gold and I am adding to my share positions in such companies as Barkerville 
Gold, Temex Resources and PC Gold.

The other day I had a long phone conversation with Bill Baird, the President of Atlanta Gold. I must say that after this conversation I had 
more confidence in the outlook for the company. My wife and I own about 3 million shares of Atlanta Gold at higher prices than the current 
share price and several thousands of warrants exchangeable into shares at a higher strike price than the current share price. We are go-
ing to maintain our share holdings in the company following my conversation with Mr. Baird. The following is the email that Mr. Baird sent 
to me regarding our telephone conversation. The company achieved very good results during 2010. The “water issue” has been raised by 
a non-profit organization, which I think is without merit. Atlanta Gold is working closely with the government agencies in this regard and 
appears to have built a good working relationship with them.
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Ian,

 This is to follow up on our phone conversation of May 16th.

 In 2010, Atlanta Gold Inc. (the “Company”) achieved the following: 

 •      An Indicated mineral resource estimate of 450,600 gold ounces within 3.27 million tons at an average grade of 0.138 ounces per 
        ton (“opt”) (4.73 grams per tonne) (“gpt”) and 466,000 gold equivalent (“AuEq”) ounces and an Inferred mineral resource of 284,600 
       gold ounces and 290,000 AuEq ounces within 1.56 million tons at an average grade of 0.183 opt (6.27 gpt). AuEq was calculated 
        using a gold to silver price ratio of 77.6:1 based on a gold price of $1,075.00 and a silver price of $16.61 per ounce with mill recoveries 
       of 90% and 75% respectively, representing a 59% increase over the previously reported March 2009. Measured and Indicated 
        resource of 474,900 AuEq ounces and significantly surpassing the Company’s previously stated 2010 year-end goal of 600,000 AuEq  
       ounces.  This increase was achieved at a total discovery cost of $34.50 per AuEq ounce, including overheads. 
 
•         Confirmed continuity of the Atlanta Shear Zone down to a vertical depth of 2,000 feet (610 metres) and that at a vertical depth of    
          1,000 feet (305 metres) it appears to split into two mineralized zones which seem to widen at depth.
•         Increased drilling productivity from 2009 by 154% to 39,074 feet (11,910 metres) @ $33.67 per foot ($110.25 per metre) 
•         Surveying, sampling and assaying 2,774 feet (845 metres) of trenches and assaying 611 surface samples to further evaluate the 
          potential of the Atlanta Shear Zone and to identify additional drill targets on veins and splays north and south of the main shear.
•         Made a strategic capital investment in buildings and equipment for Boise and Atlanta locations, completing the purchase of assets 
          from Newmont USA Limited in February 2010
•         Raised approximately $7.9 million from non-brokered private placements

Exploration work to date has demonstrated the presence of a significant gold mineralized system at Atlanta. Every one of the intermedi-
ate depth drill holes (to a vertical depth of 1,000 to 2,000 feet (305 to 610 metres) below the surface) has intercepted epithermal style 
mineralization across attractive widths. 

Drilling in 2010 also confirmed the presence of a second gold-bearing structure parallel to the main shear. Results from drilling east of the 
Newmont zone and west of the Glaspey zone also support the hypothesis that the shear zone splits and increases in width with alteration 
that continues between the two zones.

With the presence of alteration characteristically associated with gold mineralization elsewhere in the Atlanta deposit, management is 
optimistic that future drilling will continue to intersect gold mineralization. An aggressive exploration program is therefore warranted and 
planned for 2011.

1.	 Company news release dated January 6, 2011 announcing that P&E Mining Consultants Inc. completed an independent up-
dated resource estimate on the Company’s Atlanta property in Idaho, USA. 
 
In response to your question regarding grades, the average gold equivalent grade (including silver resources as a gold equivalent) of 
the open pit resource is 0.135 opt (4.63 gpt) AuEq in the Indicated resource classification and 0.126 opt (4.32 gpt) AuEq in the Inferred 
resource classification. The average gold equivalent grade of the underground resource is 0.162 opt (5.55 gpt) AuEq in the Indicated 
resource classification and 0.188 opt (6.45 gpt) AuEq in the Inferred resource classification.

2.	 OTCQX news release dated March 2, 2011 announcing that the Company’s shares commenced trading on the OTCQX.
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3.	 Company news release dated April 18, 2011 announcing that a complaint has been filed by the Idaho Conservation League 
(“ICL”) and the Northwest Environmental Defense Center (“NEDC”) against the Company’s wholly-owned subsidiary, Atlanta Gold Cor-
poration (“AGC”) which it intends to vigorously defend. 

ICL and NEDC are not government / permitting agencies but are non-profit environmental groups funded through member donations. 
The strategies and timetables for implementation of environmental initiatives are decided by the United States Forest Service (USFS), 
Environmental Protection Agency (EPA) and Idaho Department of Environmental Quality (IDEQ) which are the relevant government / 
permitting agencies responsible for overseeing the project.
 
In consultation with SPF Water Engineering, LLC, AGC has cooperated and continues to cooperate and consult with the USFS, the EPA, 
Idaho Department of Environmental Quality and Idaho Department of Water Resources regarding AGC’s activities and environmental 
protection initiatives in Atlanta.
 
AGC has worked and continues to work closely with these agencies and the Atlanta Project is in good standing with them. All environ-
mental initiatives (including water treatment) proposed by AGC and the strategies and timetables for their implementation are approved 
in advance by these agencies.
 
AGC does not own the land on which the historic adit is located, nor does it have any use or right to use of the groundwater that is dis-
charged from the historic adit. 

Notwithstanding that AGC’s activities on the property have not caused the groundwater discharge, since 2006, AGC has been voluntarily 
treating approximately 2.5 million gallons of groundwater per month utilizing the pilot water treatment facility. That pilot water treatment 
facility was designed and constructed to meet or exceed applicable effluent standards that were in effect at the time of its installation.
 
As a result of the economic slowdown, there is a greater sense of the need to create jobs, business opportunities and generate economic 
development in Idaho. We are confident that with the change in proposed mining strategy and corresponding reduction in surface or en-
vironmental footprint and environmental risk, a rapidly growing resource (and corresponding increase in expected mine life and number 
of direct and indirect jobs that will be created) the permits will be secured. Given this context, if we continue to deliver on our plans to in-
crease the resource, acquire strategic properties, upgrade and expand the existing water treatment system and follow due environmental 
and regulatory process, these initiatives will continue to make the Atlanta project attractive to all of its constituencies. 

4.      Company news release of April 20, 2011 announcing that AGC has entered into a definitive agreement with 3N LLC pursuant 
to which Atlanta Gold will purchase a 5.58 acre property in Boise, Idaho. The purchase price of US$860,000 will be satisfied by a 
US$100,000 cash payment, a US$425,000 7% three-year promissory note and the issuance of common shares of the Company valued 
at US$335,000, to 3N LLC.
 
The Company intends to construct on the site three buildings providing approximately 30,000 square feet of maintenance, warehouse and 
office space. Upon completion, the three buildings will accommodate employees who currently work in leased facilities in the Boise area 
and new employees who will be providing administrative and geological support for the Company’s advanced gold project near Atlanta, 
Idaho.
 
5.      Company news release dated April 28, 2011 outlining its 2011 exploration program. Based on compilation and geological inter-
pretation of the 2010 drilling and trenching data and completion of additional short-term funding of up to $6 million, the 2011 exploration 
program will include a minimum of 60,000 feet (18,300 metres) of drilling expected to commence by the end of May 2011, with the mobi-
lization of three drills working seven days per week on 12-hour rotating shifts.
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To date, the Company has obtained all the required drilling and other permits on a timely basis. Most of the 2011 drill hole collars will be 
on private land and, based on past experience, the Company anticipates that the USFS will approve the remaining proposed 2011 drill 
hole collars to be located on USFS land. 

The Company plans to complete a total of 84,350 feet (25,710 metres) of diamond drilling with 94 drill holes in 2011 and 2012 as follows: 
 
• test continuity of the Atlanta Shear Zone below a vertical depth of 2,000 feet (610 metres) by core drilling the first two deep holes to 
vertical depths of 3,500 and 4,200 feet (1,068 and 1,281 metres) totaling 7,700 feet (2,349 metres); 
 
• define extensions to the higher grade drill intercepts in the Newmont and Glaspey zones by completing 50,390 feet (15,359 metres) of 
core drilling to an intermediate depth of 2,000 feet (610 metres) on the East Extension, Monarch and Idaho areas. The 1,000 foot (305 
metre) distance between these highly prospective zones is underexplored as previous programs focused on more shallow, potentially 
open pit mineralization; 
 
• increase the size of the near-surface open pit Indicated resource of 314,700 AuEq ounces and Inferred Resource of 7,300 AuEq ounces 
by completing 25,360 feet (7,730 metres) of shallow infill core drilling to a depth of 1,000 feet (305 metres) on the East Extension, West 
Monarch and Idaho zones. This open pit resource can be mined at a relatively low cost for the first eight years of mining; 
 
• further evaluate the near surface potential of the Tahoma Shear Zone by surveying, sampling and assaying 1,000 feet (305 metres) of 
trenches along strike of the northwest trending Tahoma, logging, sampling and assaying 14 drill holes, and sampling and assaying ap-
proximately 300 soil samples (2009 and 2010 trenching programs exposed and identified significant gold-bearing mineralization in 95% 
of the returned samples); and 
 
• evaluate the economic potential of mining and processing by-products from the Atlanta Shear Zone. 
 
Surface expressions of mineralized shear zones in the Atlanta project area cover a horizontal distance of 50,000 feet (15,250 metres). 
Exploration programs to date have focused exclusively on the Atlanta Shear Zone which has a surface expression that is 11,400 feet 
(3,475 metres) long, 30 to 120 feet (9 to 37 metres) wide and extends from surface to a known vertical depth of 2,000 feet (610 metres) 
with numerous splays branching off to the northwest and southeast of the main Shear. Positive results from exploration work to date dem-
onstrate the presence of a significant gold mineralized system which remains open in all directions. An aggressive follow up exploration 
program is therefore warranted.
 
6.	 Company news release dated April 29, 2011 announcing that AGC has exercised its Option to purchase for US$3,075,000 a 
100% interest in a portion of a strategic mining property (the “MG Property”) which hosts a substantial portion of the Indicated and Inferred 
mineral resource at its Atlanta Project in Idaho, and therefore is a valuable asset.

Completion of the 2011 exploration program will be followed by completion of an independent Pre-Feasibility Study.

...

If you have any questions on the above, please let me know.
 
We have added your e-mail address to Atlanta Gold Inc.’s mailing list.
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Best regards,
Bill Baird 
President & CEO
Atlanta Gold Inc.
M5X 1C9
Telephone: (416) 777-0013; Fax: (416) 777-0014

We are concerned about the company’s ability to raise new funds. The share structure is already out of line and any additional capital rais-
ing would probably see the company’s outstanding shares in excess of 200 million. We will hold our shares, but won’t add to our position.

Lincoln Mining (LMG/V)

I discussed with you the agreement that Lincoln had reached with Bob Buchan’s company, Elgin Mining, in which the latter could earn 
up to 60% of the best two of three Lincoln properties by expending $6 million. The more I think about this agreement the less I like it. 
Essentially the company is potentially giving up majority ownership in its two most prospective properties for $6 million. 

Let’s say that the Oro Cruz property in California hosts 2 million ounces of gold. This just happens to be the minimum prospective gold 
target that Mr. Buchan deems eligible for his investment company’s money. Under the terms of the agreement Lincoln would be giving up 
1.2 million ounces. This, at $140 per ounce of gold in the ground, would be worth $168 million. That’s a huge potential value to be giving 
up for just $6 million. That doesn’t even consider what might be found on the La Bufa property in Mexico.

I will hold most of my share position to see how this might unfold. If Lincoln gets left with 100% of the La Bufa property and is diluted down 
to only 40% of the Oro Cruz property, I think I could live with that, but to be diluted down to a 40% ownership in both properties, would not 
be a good thing for shareholders, in my opinion.

In view of these developments, I have elected to remove Lincoln Mining from the website list as one of the companies that ‘I Like.’

A subscriber asked me why I hadn’t let my readers know in January that 15% of my portfolio was invested in Barkervile Gold, because 
as he wrote he purchased the stock at that time, but that if he’d known that 15% of my portfolio was invested in this one stock, he would 
have purchased more shares. Well, in January, I doubt that Bakerville was anything like 15% of my portfolio’s total value. I have been 
adding to my position in the company all along, because I like it so much. I even bought more shares early last week at $1.94.  Due to the 
company’s share price increase last week, Barkerville’s value is now 23% of the portfolio’s value. By comparison, Lincoln and Atlanta 
Gold are each valued at less than 3% of the total portfolio value.

As I have told you I want to have big positions in my portfolio that I think will perform the best and smaller positions in companies that may 
perform well, but if they don’t they are not likely to hurt the overall portfolio performance. To that end my biggest positions by percentage 
in my portfolio are, after Barkerville, in PCGold, Colibri, and Temex.

Remember, I only remain invested in a company, as long I can see the potential for a price double within ten months. I can certainly see 
that potential for all the companies represented in my portfolio, but I have the greatest confidence in my most heavily weighted holdings.
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