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“If you want safety and if you

want to preserve your wealth,

then you really have to move

a large portion of your wealth

out of dollars and into

‘things,’ tangible things like

gold and silver. If you must

be in dollars, then buy oil

companies and gold and

silver mining companies. Buy

rare earth companies and

uranium companies. These

are solid investment choices

to supplement your physical

holding of gold, silver,

platinum and palladium. Now

is the time to think about the

return of your capital, not

the return on your capital.”

“Ownership of gold means you are
your own central bank.” —Jim Sinclair

O
n July 21, Richard Russell warned his loyal readers that the Dow was
flirting with danger as it approaches a breakdown from an eight
month long head-and-shoulders formation. Support is around 9800.

Below is the Dow chart he is referring to. On the top of the chart, the RSI is
falling. On the bottom, the MACD has turned down from a huge topping
formation. The body of the chart shows the clearly defined left shoulder,
head and right shoulder. When the Dow penetrates the “blue line” on the
chart, run for the exits! 

I am writing this newsletter on
July 1 and the events that Russell
alerted you to have already
occurred. You now have a decision
to make. Do you want to risk
“riding the bear market out,” or
should you head for the sidelines?
I agree with Russell that the
sidelines are the place to be.

Russell wrote the following:

Why do I think the stock market
will be so rotten? Here’s why.
Study the chart of the Dow at left.
If this isn’t the mother of all head-
and-shoulder top-formations, I’ve
never seen one. If this formation
falls apart, I expect the break to
signal the start of a brutal decline
in stocks. The first area of support
is Dow 10,000. The base of the
entire formation comes in at Dow
9800. If the formation breaks
down, I think all previous plans,
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scenarios and strategies will hit a stone wall. Wall Street and
public sentiment will turn black-bearish. Consumers will head
for the storm cellars and once in, they’ll shut the door above
them and lock it.

Why is a breach of support, at 9800, so important? Because
most of the daily volume in the stock market is program
trading, dominated by large hedge funds. They move in a herd
like mastodons and are interested in short-term gains, not the
“big picture.” Their computers are programmed to buy and
sell at certain strategic points that can be quantified, like
moving averages, previous highs and lows and Fibonacci
points. Whether this kind of information is actually
significant is not important. What is important is that the
computers that buy and sell for the funds are programmed to
react to this kind of information, and act accordingly. A
breakdown from a long-term head and shoulders flashes a sell
signal to the computer algorithms. It is like fulfilling your own
prophecy. The programs “expect the market to continue to
fall,” so they sell, which pressures the market lower, which
leads to further computer-generated liquidation. Sooner or
later, usually later, the public panics and joins the selling
frenzy. Once this waterfall drop starts, it can go a LONG way.
This is why Russell is warning you to get out of all stocks
(except mining shares) NOW and to move to the sidelines
with your net worth intact, in gold and cash.

For those of you who do not follow Russell closely, perhaps
his warnings will not get your attention. I have followed
Russell since 1983 and can tell you from first-hand experience
that when he issues a Dow Theory sell signal or when he
stresses the danger in being in the market, he is rarely if ever
wrong. Recently, he issued a Dow Theory Bear Market sell
signal. Then he followed it up with the “head and shoulders

warning” in the graph. Russell relies heavily on his proprietary
Primary Trend Index. He has been using it for decades and it
never fails him. It always leads the stock market up or down. It
has been bullish since April 2009. That all changed on June
29th. Look at the next graph, bottom-left, and take note how
the PTI has dropped BELOW the red line, the moving average
support level.

Russell wrote: My PTI turned bearish by 7 points. Stock market
acted in harmony. Both the Dow and Transports down triple
digits with the Dow again under 9,800. Investor sentiment
turning increasingly gloomy. This isn’t a case of rising
unemployment or vanishing consumer buying. The market is
looking ahead to hard times in the future.

Q Russell, you keep talking about institutional selling. But from
every corner, we hear how rapidly the economy is improving. I
don’t get it, if the economy is improving, why in hell would the
smart money be selling stocks?

A First, you must understand that Wall Street is interested in
only one thing — MONEY. Wall Street feels no shame, no sor-
row, no guilt, no remorse. Wall Street only has feelings for
money. If the Street is truly bearish, if the institutions are nega-
tive, then their best strategy is to try to stir up optimism. And
that’s exactly what they’re doing. Every plus in the economy,
every improving statistic is blown up and fed to the media. You
need an optimistic retail crowd to sell in to.

So, shameless Wall Street creates the ideal background for selling
stocks. Here look at the telltale evidence. “Distribution days” are
days when volume expands on down markets. The profusion of
distribution days is one of the studies that turned me bearish. So
what’s going on? Simple, the big money is unloading stocks all
the while telling the public that the economy is improving. In the
meantime, read Barron’s, read Smart Money Magazine, read
Fortune or Forbes. And what are they writing about? Stocks,

stocks, stocks to buy. This is clearly against
my advice, which all along has been — “Get
the hell out of all stocks (except gold mining
shares).”

My position — Own gold and gold items
and cash. Write this on your blackboard ten
times.

Although Russell writes primarily about
the stock market, he is also a brilliant gold
analyst. And here is what he has to say
about the metal of kings:

Gold: As for gold, its stellar performance goes
on. This in the face of ominous warnings of
various worried experts. Recently, gold rose
to a new record high. The next step will be
into the $1300s — the point & figure upside
objective is now $1310.

Gold shares are lagging bullion in this last
move, not yet showing the breakout seen in
the yellow metal.
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The world (minus the US) is loading up with the yellow metal
with banks running out of vault space.The great 10-year pri-
mary bull market is moving into its 11th year. The bull market
in gold attests to the systematic decline in the value of the dollar
compared with real money Ñ gold.

One of the greatest modern traders,John Paulson,who made bil-
lions on the housing collapse,has,I understand,all his personal
money in gold-related items.Many of my subscribers have now
built gold profits beyond anything they have ever achieved
before.I know at this point one could get itchy fingers thinking of
the profits achievable by switching gold for fiat currency. I warn
subscribers,stay on the yellow brick road.The big profits,the
astounding profits,will accrue when gold finally bursts loose of
its prejudices and freely expresses itself.

My advice now is to put as much of your money as youÕre com-
fortable with in bullion coins.Remember the simple phrase thatÕs
been around through years of history Ñ ÒThereÕs no fever like
gold fever.Ó Fiat money is doomed.Act on it.

During the last ten years the Dow has lost value while gold has
more than tripled,both in dollars.I think that comparison is
telling us something.Sophisticated investment money looks for
safety first.The stock market is not seen as a safe haven.But gold,
which pays no dividends or interest,is seen as the ultimate safe
haven.Why? Gold is beholden to no government or central bank.
Gold cannot be devalued nor can it be destroyed by government-
sponsored inflation or government edict.

There is another Ògold expertÓ who I have followed for decades
and who is truly gifted with his abilit y to anticipate goldÕs
trend.He was there,in 2001,at the start of goldÕs bull market
rise,to explain it at every step along the way. He warned, well
in advance,of the derivative debacle.He touted gold as being
in Òa generationalÓbull market. He warned of the demise of
the Dollar and expects gold to rise to at least $3,000Ð$5,000 an
ounce,and,unlike the previous peak in 1980,it will stay there
and not collapse.He warns of the imminent Depression
coupled with hyperinflation. It would be easy to dismiss his

negativity except his track record is too impressive to ignore.
Further, he was given the moniker ÒMr. GoldÓin the bull
market of the Õ70s.I am talking about Jim Sinclair. When he
speaks,you should listen carefully to what he has to say. Here
are SinclairÕs latest thoughts on the economy, the dollar,
hyperinflation and gold:

1. The type of inflation being discounted by the rise in gold
requires business activity to be putrid.

2. This type of inflation is hyperinflation,which is a currency
event, not an economic demand phenomenon.

3. Rather than a singular currency loss of confidence igniting
hyperinflation, it will be all Western currencies moving
against each other.

4. All Western governments will practice Quantitative Easing to
infinity,as we return to credit market problems.

5. Gold is NOT a commodity.

6. Gold is a currency 

7. Gold is the currency of choice.

8. Gold is going to become the reserve asset of choice by 
central banks

9. Ownership of gold means you are your own central bank.

Conclusion:

The arguments between inflation and deflation are purely
semantic.Hyperinflation is not an economic event, it is a 
currency phenomenon.Brace yourself for hyperinflation 
in the midst of a dreadful economy.

Here is goldÕs path to $2,025,which Sinclair insists wil l
happen by February 2011.He has used this for several years.
That is not the peak Ñ just the launch point toward
$3,000Ð$5,000 gold.
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