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GOLD UP-DATE 





  December 28, 09
The current bull market in gold is far from over. In fact it is only beginning.

By David Levenstein

As we see the end of another year, and even though the price of gold has come off its highs of over $1225, the price gold gained some 30% this year. Now, as the dollar rebounds from it’s lows, and as most equity analyst are looking for global equities to continue upwards, there is talk that gold has made it’s high. While we are all entitled to our opinions, I believe that these analysts fail to see the bigger picture and that the price of gold has a long way to go before this bull market peaks.

From the 1980’s high of $850 gold was in a bear market for some 21 years. During those years, the International Monetary Fund (IMF) as well as most central banks around the world tried to sell as much gold as possible. Some of the sales were done with impeccable timing such as the sales made by the United Kingdom that sold a large portion of their gold during 1999 and 2002 when the price of gold was around $275. And, as these bankers disposed of their gold holdings, the bullion banks in London and New York kept going short gold by using the futures markets. 

The reason for me mentioning this is because I believe there are still many people who are of the mindset of this era and fail to see that since 2001 gold has been in a very strong bull market and still is. And this bull market is far from over. Yet, even to this day, the major bullion banks in New York maintain unusually large short positions of gold. One simple trading rule is to always follow the trend. If they can’t see this upward trend, then perhaps they are looking at their charts upside down! 

While the price of gold is influenced by many different factors the major driving force has been the lack of confidence people have had in all the major currencies, especially the US dollar. And, as some of these currencies have done well against the US dollar, gold has gone up substantially against practically all these currencies. It has gone up against the US dollar, the British pound, the Canadian dollar, the Chinese Yuan, the Swiss Franc, the Russian Rubble, the South African Rand, and the Mexican Peso, just to mention a few of the currencies. 

Now, because the US dollar has lost more than 30% of its value since 2001, there are many investors who believe that the US dollar is set to rebound in a big way during 2010 and thereby causing a drop in the gold price. Frankly, I don’t see it. I still see the trend for the US dollar as downward, and while we may expect to see it rally during this down trend, I doubt that we are going to see a complete reversal in trend. How is this going to be possible when the current national debt of the US is around US$ 12 trillion and counting? And, while inflation remains very low worldwide, with these expansionary monetary policies, it is a matter of time before we see inflation increase. And, this will be just another catalyst for the gold price to make more new historic highs. When this happens the current price of gold will look like bargain prices. 

As this financial crisis continues, it is expected that more countries will encounter financial problems. Already, there is talk about Ireland, Spain, the UK in addition to Greece and Dubai. And despite the fact the investors usually rush into the US dollar has the ultimate safety haven, it is a matter of time before they realize that things have changed and that the US dollar is not going to be the store of wealth that it once was. 

It is for this reason that I strongly recommend investors to allocate a portion of their funds to precious metals such as gold. Investing in gold is long-term and should not be used for turning a small amount of money into a fortune overnight. This will not happen. The key is patience and a long-term view. And, the first step to investing in gold is to buy some of the physical metal. Once you have built up a core holding of the physical metal, then you can look at the other gold investment instruments available. 
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It seems that the current correction in the gold price has found good support above $1075. While there may still be more selling pressure in the gold market, I believe that we will see the end of this correction during the month of January. 
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For more information go to: www.lakeshoretrading.co.za
Information contained herein has been obtained from sources believed to be reliable, but there is no guarantee as to completeness or accuracy. Any opinions expressed herein are statements of our judgment as of this date and are subject to change without notice.






