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IAN’S INVESTMENTMENT INSIGHTS
I must tell you that I am getting ner vous about the stock market. I think
it may soon be resuming the bear
trend. I have several reasons for my
concern, not least of which is my in tuition.

I’m talking about that instinctive feeling that I have long since been able to rely upon for the accuracy of my predictions. I’m not going to
give you copious details about how I came to trust in my instinct, but I will tell you that I meditate and have used visualization to great effect for a number of years. I wish I could take my visualization to the golf course to effect the same success there that I have managed to
achieve over the past twenty years in my life through its usage. So when my insight tells me something I pay attention. To my mind, it’s
beginning to look a lot like the end of 2007 going into 2008 and the awful credit crunch that occurred in that year.
That being said, the Daily charts of the S & P and the DJIA are oversold and we should get a decent bounce to the upside from here.
On the DJIA, resistance to further upward progress is 12,120 and then 12,300. If the DJIA closes above 12,300 it could travel as high as
12,876, which is the current value of the top Bollinger band on the weekly chart. I don’t think the recovery bounce will get that high, but we
have to be aware of all the possibilities.
The monthly chart of the DJIA shows a key point reversal top (The May monthly bar made a new high of 12,876 points versus the high
of trend changes. It is especially important that the reversal occurred on the Monthly chart, because that portends a long term reversal to
the downside. The DJIA weekly chart also showed a key point reversal top. (Note-July 2nd 2011. This has since been cancelled by a key
point reversal bottom. See late notes at the end of this report.)
On the monthly chart, the stochastic has rolled over to give a sell signal and the MACDI is rolling over, but has not yet given a sell signal.
On the weekly chart (not shown) both the Stochastic and MACDI have given sell signals. (See late notes- Now reversed to give buy signals.)
On the downside the numbers to watch are 11,880, then 11,500 and 11,080 which is the Dow mid-Bollinger band on the monthly chart.
Any monthly closing break below these levels could see the DJIA move to the bottom Bollinger band, which currently stands at 9,265.
We are subscribers to Robert Prechter’s Elliott Wave International publications and have been impressed by the accuracy of many of the
publications’ predictions for several years. (Not all of them have been correct, but then who can make a claim to 100% accuracy in their
predictions?) In his latest Elliott Wave Theorist Mr. Prechter opens with the following paragraph-“The May issue presented long term charts
of stocks, commodities and the dollar. Keep them posted on your wall. The resistance trendline for the Dow dating from 1937 held fast,
and prices turned back down after meeting it. May 2nd marked intraday highs in stocks and commodities and the closing low in the dollar
(measured in the euro). There are no guarantees in markets, but this combination looks like a serious turn.”
"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."
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Incidentally, below are the summaries and outlook for the DJIA based on the various Elliott Wave cycles and the significance of these
prognostications as published in the Elliott Wave Financial Forecast, published by Elliott Wave International. These are dire predictions,
and are even more pessimistic than ours at Longwave Analytics.
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This projected bounce in stock prices will provide a great opportunity to buy some downside insurance through investing in some inverse
ETFs. In my accounts I hold the following:
FAZ-triple short the Russell 1000. In bear markets the small stocks perform the worst.
SKK-Double short the Russell 2000 growth stocks.
SRS-Double short Dow Jones US real estate index.
DXD-Double short the DJIA.
If you have read our Economic Outlook for 2011, you will know that we are very bearish on China. I just came across a China bearish ETF,
which may be of interest. The ticker symbol is FXI. We don’t own it and we haven’t done any homework on it, so if you are interested in
purchasing some, make sure that you know exactly what it is that you are buying. In the shorter term, however, it would appear that the
Chinese government will ease its relatively tight money policy, which may lead to a bounce in stock prices in that country. I’d hold off the
buying of this ETF for the time being.
A subscriber has asked me why gold mining shares were performing so poorly relative to the price of gold bullion itself. I have read any
number of theories and I’ll share one with you. This is posted on the GATA site, LeMetropoleCafe.com; we’ve long been both a subscriber
and a believer.
RANTING ANDY SPECIAL #3: PSST, I HAVE A SECRET (1.5MB)
Click Here For - http://www.lemetropolecafe.com/img2011/Hoffman/RantingAndy0619.pdf
The HUI (Gold Bugs Index) is down about 20% from its 606 peak on April 8, 2011, whereas the price of gold is down a little more than 2%
from its high of $1,577 reached on May 2nd 2011.
Let’s examine the apparent discrepancy between the price of gold and the price of gold mining shares a little more closely. The HUI
reached a low in the crisis at 150 points in the week ending 24th of October 2008; the price of gold bottomed one week later at $681 (U.S.)
per ounce. The stock market, as measured by the Dow Jones Industrial Average, stood at 8,379 points in the week the HUI bottomed. The
Dow bottomed 19 weeks later in the week ending March 6, 2009 at 6,470 points which was 33% below its price in October 2008, when
both the price of the HUI and gold made bottoms. Over those same 19 weeks the price of gold increased by 32% and the HUI price rose
by 90%. This effectively demonstrates that the price of gold and the price of gold mining shares move counter to the prices of stocks in the
general stock market. They have all being moving up in unison since that general stock market bottom in 2009 because Mr. Bernanke
is determined that stock prices will rise. Last November, he wrote that a goal of Quantitative Easing 2 was that “higher stock prices will
boost consumer wealth and help increase confidence, which can also spur spending. Increased spending will lead to higher incomes and
profits that, in a virtuous circle, will further support economic expansion.” All along, therefore, the principal goal of Quantitative Easing
would seem to have been to boost stock prices to effect economic expansion. That goal has been achieved, at least up to May 2, 2011,
when the DJIA made an intraday high of 12,876 points or almost 100% above the March 2009 low.
Over the same period, that is, from the first week of March 2009, the price of gold bullion has increased from $942 per ounce to its high,
at this point, this year to $1,577 or 67% and the price of gold mining shares, as measured by the HUI, have risen from 285 points to their
April 2011 high of 609 points, which is an increase of 113%. That’s better than the increase in the general stock market and much better
than the increase in the price of gold bullion.
Even if we trace back to the low prices of gold bullion and gold mining shares experienced at the height of the credit collapse in October
2008, the increase in the price of gold mining equities has outperformed the increase in the precious metal by better than 2 to 1.
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However, if you examine the chart featured below, you will see that the high for the HUI/Gold index ratio was reached in December 2003
at 0.64. The subsequent low was reached at the end of October 2007 at 0.207. The ratio then rose in favour of the gold equities over gold
bullion into September 2009 when it reached the level of 0.438. From that point the ratio fell in favour of the price of gold bullion. The price
of gold mining shares (HUI) versus the price of gold bullion achieved a second recovery high on the 6th of December 2010 at 0.418 and
double topped on April 5, 2011 at 0.416. These levels are still 2 times greater than the level that the ratio reached at the end of October
2007. Now the prices of gold mining stocks are beginning to break down versus the price of gold bullion and the HUI/Gold price ratio was
down to 0.323 as of June 17, 2011.

This next chart shows the volatility that exists in the prices of gold mining shares and particularly in the prices of the junior gold mining
shares.
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It’s easy to see the huge damage to prices in the junior gold mining stock sector (GDXJ) and even the senior sector, the HUI, during the
first credit crisis in 2008. I say ‘first’, because I think the second such crisis might be right around the corner. Anyway the GDXJ price peak
was reached on the 7th of November 2007 at 2,527. A year later it bottomed at 480 points, down a little more than 80%. I remember it well.
My portfolio was down about 50% over the same period. The HUI senior gold mining stocks index peaked at 514.89 points on March 14th
2008 and plummeted to 151.57 points on the 27th of October 2008, one week later than the junior gold mining index bottom.
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However, the volatility is also reflected on the upside. Within one year of its 2008 November bottom at 480, the junior gold mining stock
index had increased to 2,185 points or by 455%. The index reached a new peak in prices on 8th of April 2011 at 3,403 points and corrected
to 2,694 points by the 23rd of June 2011, which is 20% lower than its April peak.
When the market turns down, the prices of gold mining shares fall far more than the price of bullion. The 20% correction in the HUI and
the GDXJ versus the 2% correction in the price of gold might well be warning us that a new stock bear market will soon begin, and that’s
what my intuition is telling me.
The anticipated drop in the overall stock market, notwithstanding, I am still 100% invested. Except for a small position in the inverse ETFs,
noted above, our portfolios are approximately 90%-95% invested in junior precious metals companies’ shares. The value of my portfolio
is down about 25% over the past few weeks, but I am not really worried. The world debt problem is becoming more and more acute,
which means that the desire to own real money, gold, will continue to grow and eventually that growth will become exponential. Given
that scenario, the prices of gold mining shares, particularly those companies, which have a defined resource, are also likely to increase
in value exponentially.
In a recent issue of Doug Casey’s International Speculator, Mr. Andrey Dashkov, the Publication’s analyst reported the results of a survey
that he had undertaken to place a value on the gold resources of junior gold mining companies. The survey, I think, assessed the average
value placed on N143-101 resources of 116 junior gold mining companies. N143-101 is the Canadian standard of measuring resources.
There are three N143-101 compliant categories:
Inferred is the lowest confidence category and suggests that there has only been sufficient drilling to outline the extent of the mineralization.
Measured and Indicated means that there is greater confidence in the resource, which has been sufficiently drilled to establish its geometry and continuity reasonably well.
Proven and Probable are “the bankable reserves-basically Measured and Indicated Resources with established commercial value.”
The values that the survey gave to these three compliant N143-101 categories were:
Inferred - $61.90 per ounce.
Measured and Indicated - $69.30 per ounce.
Proven and Probable - $232.70.
We can use these numbers to measure whether our specific investments are overvalued or undervalued. All we do is go to the company’s
website and see whether it has an N143-101 resource shown in these different categories; multiply the number of ounces declared by the
company in each of these categories and add them together. Then divide this value by the total outstanding shares of the company. This
gives you what the company is worth per share for this particular deposit.
So, I have just gone to the Temex Resources (TME/V) and established the following. On its Juby Property in Ontario, as of 15th July
2010, Temex reported a N143-101 resource as follows:
Inferred-602,000 ounces X by $61.90 = an implied value of $37,263,800
Indicated-614,000 ounces X by $69.30= an implied value of $42,550,200
Total value= $79,814,000
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Temex shares outstanding equal 107.9 million, which when divided into the value of the resource, implies a value of $0.74 per share.
That’s almost three times the value of the current share price, which is trading at $0.26 (28 June, 2011)
But that isn’t all that Temex owns. It owns 60% of the Whitney property (Goldcorp-40%) in Timmins. This property includes the past producing Hallnor mine, which was the highest grade producer in the camp. The partners have been drilling on the property with success.
Temex owns the high grade Lacthford property also in Ontario, on which it will soon be drilling and the very rich silver property in Gowganda, Ontario. Moreover, it owns 60% of the adjourning property to the Juby property, which is also being drilled at this time. In addition,
Temex has $5 million (CAD) in the bank, which is equivalent to $0.045 per share and will stand the company in good stead in another
credit crunch. When you add all that together it’s probably worth an additional $0.16 per share. This means that the real value of Temex
is probably $0.90 versus the $0.26 cents at which the stock is currently valued. We like it and we own about 2% of the company’s shares.
PCGold (PKL/T)
The company recently announced a NI143-101 inferred resource of 1,262,000 ounces, which when multiplied by the inferred value of
$61.90 gives the company an implied value of $78,117,800. PCGold has 66,783,855 shares outstanding, which gives the current resource
a value of $1.17 per share. The stock is currently trading at $0.70 (28 June 2011).The company has a little less than $10 million (CAD)
in cash, which is worth about $0.15 a share, which when added to the resource value equates to $1.32 per share and you can buy it for
$0.70. We like it and we own about 2% 0f the outstanding shares of the company.
When I was a stockbroker helping to finance many junior precious metals companies. I would always ask management “How big could
this be?” After hearing the answer, I would then see what sort of number I could determine. I call it the dream factor. So Temex and PC
Gold could delineate much larger resources than have currently been identified, which obviously means that their respective values will
increase accordingly.
By far our biggest holding is in Barkerville Gold (BGM/V). I have been continuing to add to our positions in this company. You will know
that I tend to take large positions in companies that I think have a chance of making multiple price gains and have good price protection
to the downside. Barkerville Gold falls in this category.
I think that even at current price levels, this company is seriously undervalued. Some potential investors may believe that the President,
Frank Callaghan has not done a good job in leading the company or that his record in leading other public companies might have been
better.
It is true that he has engineered a few stock rollbacks, but he has maintained Barkerville (formerly International Wayside) while going
through some very difficult times and has done a superb job in acquiring the highly prospective property mass that is now owned by the
company. There are seven past producing mines on the company’s property and there seems to be a lot of gold there, too. I am on record
as suggesting that the properties could contain as much as 5 million gold ounces. Having just returned from an on-site visit, I think that is
a conservative estimate. I hope you saw the latest drill results, which were released this Monday, June 27, 2011. They were outstanding
and may be reviewed on the Longwave website.
Frank has also been instrumental in bringing Barkerville Gold into production at the QR Mill. The company has also purchased another
mill, which should be in production, subject to permitting, by the end of 2012. This combined with the QR mill should bring gold production
to more than 100,000 ounces per year.
As far as I am concerned, all-in-all, Frank Callaghan and his directors have done a great job for the shareholders and if the detractors are
selling the stock that’s to our advantage, because we can still buy the shares cheaply.
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Here are some of my reasons for believing that Barkerville’s share price at $1.84 (Market Cap-$138 mil) is still very undervalued.
1. Resource.
The last NI143-101 resource was issued in 2006 and included drill results to the end of 2005. This report outlined the following, to which
we have added the latest Casey values:
Proven and Probable
116,640oz X $232.70=$27,086,280.
Measured and Indicated 652,569oz X $69.30 =$45,223,032.
Inferred
185,729oz X $61.90 =$11,496,625.
Total =$83,805,937.
Let’s assume that the 300+ holes drilled since then have doubled this resource. This would then give it a current value of $167,611,874
or 21% higher than the current market cap. (The company has reported that it expects a new NI143-101 resource estimate to be available shortly). But, the company has been permitted to drill up to 1,200 drill holes over the next three years and has budgeted $10 million
(CAD) per year on drilling. We feel confident that these drill holes will continue to achieve results similar to those achieved over the past
17 years. So these 1,200 additional drill holes could conceivably increase the resource to something in excess of 5 million ounces of gold.
2. Production.
Once permitting for production from Bonanza Ledge has been received (expected imminently), production at the QR Mill should achieve
50,000 ounces of gold per annum. This should produce about $45 million (U.S.) in cash flow per annum to the company. Using a conservative 5 times cash flow, this production should be measured at $225 million (U.S.), which is 63% higher than the present market cap. At
10 times cash flow the value is increased to $450 million (U.S.) or 326% higher than the current value.
So we’ve got two separate valuations happening here, gold in the ground assets and production. If we add the values of both of them
together, using 5 times cash flow and a doubling of the 2005 resource, the total value comes to $418 million (U.S.). This would equate to
a share price value of $5.57.
3. Takeover value.
On June 1st 2011, New Gold Inc. completed the acquisition of Richfield Resources. Richfield’s gold deposit called the Blackwater project
is situated in central British Columbia, not far from Barkerville’s property and QR mill. The resource acquired by New Gold amounted to
1.83 million ounces of gold in the indicated category and 2 million ounces in the inferred category for a total of 3.83 million ounces, grading a little better than 1 gram per tonne. The purchase price under the Casey formula would have been 1.83 million indicated ounces
times 69.30=$126.82 million plus 2 million inferred ounces times 61.90=$123.8 for a total of $250.62 million. In actual fact New Gold paid
$550 million or about $140 (U.S.) per ounce. Why the premium? Because New Gold could see significantly more ounces than the ounces
already delineated-“New Gold looks forward to building on this initial resource as the deposit remains open in all directions and at depth.”
It’s true that Barkerville’s anticipated new NI143-101 will perhaps amount to 1.6 million ounces, which is still far fewer ounces than those
at Blackwater, but the average grade of those ounces is about 7 grams, or 7 times the grade at Blackwater. Moreover, it is easy to see
Barkerville’s ounces rapidly increasing with the future projected drilling on the property. There are so many areas that have not been drill
tested, including Island Mountain, which is where Newmont Gold has mined in the past.
There are at least five different deposits on Barkerville’s property; since these deposits were all formed at different times. The recent very
high grade hole drilled outside the Cow Mountain deposit might well be a separate geological occurrence from the other five. But each
of these deposits could by themselves amount to a million ounces or more, the Cow mountain deposit could ultimately realize perhaps 4
million ounces on its own.
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Furthermore, Barkerville is in production. The production process takes time, usually many years. The second mill is expected to be
permitted by the end of 2012. It is unlikely that New Gold’s Blackwater project will receive production permitting for at least five years.
So what is Barkerville worth in a takeover? If we simply use the anticipated NI145-101 1.6 million ounces and attribute New Gold’s price
of $140 per ounce we get a price of $224 million. Barkerville’s combined share value or market capitalization (Total number of shares
outstanding - 75 million X the current share price- $1.84) is $138 million. So the purchase price of 1.6 millon (anticipated NI143-101)
ounces equates to about $3 per share.
Then there’s the value of the two mills, their replacement cost, after the refurbishing, would probably amount to perhaps another dollar
per share.
But, I don’t want a takeover offer for Barkerville, yet. I think within two years or so, this company is going to be worth considerably more.
That’s why we own about 2.8% of the company’s shares.
In my next Investment Insights, I am going to tell you why our investment accounts (Mine, My Wife’s and our Corporate accounts) hold
proportionately large share positions in Colibri (CBI/V), Freegold Ventures (FVL/T), Golden Goliath (GNG/V) and Northern Freegold
(NFR/V).
Late news-Saturday July 2nd 2011.
As you can see, I first started writing this newsletter on June 12th and a lot has happened in the markets since then. For a start, the Dow
is really putting on a show. We had anticipated that we’d get a rally in stock prices when we first started writing on June 12th. What we
didn’t anticipate was just how strong the rally might be. We say ‘might’, because it still looks like it’s got legs.
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Outlined above is a Weekly bar chart of the Dow Jones Industrial Average. The key point reversal top was made in the week ending May
6th 2011. In that same week the DJIA reached its recovery high at 12,876 points. It may well be that the Dow will double top at around
that recovery high, because the top Bollinger band is currently priced at 12,821 points. In the short term, however, stock prices may pull
back because the Daily Dow chart is overbought.
Weekly Gold Price, Comex-$1,482.60-July 1st, 2011

This weekly gold price chart shows the price has touched the mid-Bollinger band at $1,478.30 (U.S.). A weekly close below that price
would infer that the gold price could move down to the bottom Bollinger band at $1,378.40 (U.S.). A look at the price action of this weekly
gold chart would suggest that this is unlikely, given that the gold price has frequently broken below the mid-Bollinger band without travelling to the bottom band. The Daily gold price chart is oversold and is near support, which suggests a price bounce to the upside is in the
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