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Gold probably continues to climb quite linearly
until Spring next year
Executive Summary
• Gold probably remains uptrending until late Q3 at least, and
most likely into Spring next year. Our upside targets suggest
that it could reach up towards 2’200 USD/oz by then.
• This uptrend could be quite linear as the triggers for a large
correction are probably absent for now:
1. The US Dollar probably continues to weaken,
2. Interest rates probably remain under downside pressure, and
3. The risk of a strong cross-asset deleveraging spree is probably
limited, given that Credit markets are backstopped.
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Gold spot, USD/oz
Bi-monthly graph or the perspective over the next 1 to 2 years

F

ollowing
its
recent
breakout to new all time
highs, Gold should continue
to rise into late this year /
early next year according to
both oscillator series (lower
and upper rectangles). Our
I Impulsive targets to the
upside do indeed indicate
that it could reach higher
into our 1’980 – 2’270 target
range over the next few
quarters (right-hand scale).
Over the next few pages,
we review some of the
theoretical risks that could
derail this rally, none of which
we believe should materialize
in a strong way, i.e.

1. A strong US Dollar comeback
2. A large bounce in interest rates and cyclical factors,
3. An acute deleveraging spree such as the one we experienced in March.

Dollar Index
Weekly graph or the perspective over the next 2 to 4 quarters

T

he Dollar Index reversed
down late March and
for now, on both oscillator
series (lower and upper
rectangles) should remain
under downside pressure
into late Q3 in first
instance. It could then
bounce into early/mid Q4,
but then probably resumes
lower from mid/late Q4
into Spring next year.
Breaking below the support
of our C Corrective targets
to the downside (right-hand
scale), i.e. below 94 would
be a first step in confirming
a longer term reversal to the
downside for the US Dollar.
It actually happened this week on our daily graph. Going forward, achieving lower lows into late Q3 and then next Spring, as
shown on our medium term oscillators (upper rectangle), would add further confirmation of this downside momentum. In
general, we believe the US Dollar probably remains weak into next Spring at least, hence providing continuous support
to Gold prices in US Dollars.
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US10Y Treasury yield
Weekly graph or the perspective over the next 2 to 4 quarters

T

he US10Y Treasury
yield is Oversold on
our long term oscillators
(lower rectangle), yet the
current downtrend probably
continues into early Q4
at least.
The sequence
we show on our medium
oscillators (upper rectangle)
is also still downtrending
and probably extends
lower into Q1 / Spring next
year. We expect further
downside potential until
then, probably towards the
lower end of our I Impulsive
targets to the downside
(right-hand scale) towards
0.2%. Hence although short
term bounces in interest rates and cyclical factors are still possible (e.g. 2-3 weeks with limited scope), we believe that in
general, Gold should continue to benefit from lower interest rates into Spring next year.

LQD US Inv. Grade ETF
Weekly graph or the perspective over the next 2 to 4 quarters

W

hile the March selloff was impressive
on equity markets, on a
volatility adjusted basis,
the dislocation in Credit
markets was far greater.
The FED has since taken
humongous measures to
stabilize it, backstopping
Investment Grade and Fallen
Angels, Corporate Loans,
High Yield ETFs and even
Treasuries. In Europe, the
ECB also took aggressive
support measures towards
Investment Grade, High Yield
and more recently with its
first steps towards Sovereign
debt mutualization. Thanks
to these backstop initiatives in developed markets as well as strong liquidity provision by the POBC and other EM
Central Banks, Credit markets as a whole are benefiting from an enormous “put”. Following their rapid recovery in April,
they have indeed since been making continuous new highs. On both oscillator series (lower and upper rectangles), this trend
probably continues until early next year at least, probably limiting the risk of any widespread dislocation that could
negatively affect Gold price (i.e. such as the March cross asset deleveraging spree).
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Gold spot, USD/oz
Weekly graph or the perspective over the next 2 to 4 quarters

W

e now refocus on
Gold and its Weekly
graph. Inversely to interest
rates, we believe two
uptrend sequences are now
underway. The first one
could find an intermediate
top late Q3 / early Q4
(lower rectangle), while
the second extends higher
into early next year (upper
rectangle). Such situations
with several uptrending
sequences running through
them, are often the sign of
a stable uptrends, where
prices continue to rise quite
linearly. We hence remain
constructive on Gold into
late Summer and then towards next Spring. On the target-front our I Impulsive targets to the upside have been achieved
(right-hand scale). Given this exceptional situation, we would consider our I2 Impulsive 2 extended targets to the upside,
which would calculate in the 2’054 – 2’207 (not shown here yet). These do however correspond to our bi-monthly upside
targets in the first graph or this article.

Gold spot, USD/oz
Daily graph or the perspective over the next 2 to 3 months

S

horter term, on its Daily
graph, Gold may be
reaching a High Risk zone
on our long term oscillators
(lower rectangle), while it
could see an intermediate
consolidation
during
August on our medium term
ones (upper rectangle).
We don’t expect much
downside however as
recently, since March, Gold
has usually consolidated at
high levels in a sideways
range. Indeed, as mentioned
above, we believe the
elements that could trigger
a strong correction are
probably absent for now,

1. as the US Dollar probably remains weak into late Summer,
2. as any short term bounce in interest rates would probably be limited in time and scope,
3. as credit markets remain well supported thereby probably preventing the risk of a disorderly deleveraging spree.
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Concluding remarks :
On our longer term frequencies (Bi-monthly and Weekly graphs), Gold probably remains uptrending until late Q3 at
least, and most likely into Spring next year. Our upside targets suggest that it could reach up towards 2’200 USD/oz by
then (the higher ends of our bi-monthly I Impulsive targets to the upside and of our weekly I2 Impulsive 2 extended
targets to the upside).
In the meantime, we believe this uptrend could be quite linear as the triggers for a large correction are probably absent
for now:
1. The US Dollar should remain weak until late Q3, may bounce during Q4, but probably then resumes lower once again
into Spring next year
2. Interest rates probably also remain under downside pressure until then and any bounces should be short-lived and
limited in term of scope.
3. The risk of a strong market dislocation and of a cross-asset deleveraging spree such as the one we experienced in
March is probably limited given that Credit markets are backstopped and seem well supported into early next year.
Shorter term, Gold is indeed quite Overbought on our Daily graphs, may see some sideways consolidation during August,
most probably at high levels and should then resume higher once again into early Fall and then Spring next year. We
hence continue to encourage a buy the Dips strategy on short term retracements.
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METHODOLOGY
MJT’s proprietary methodology uses Timing Oscillators to help investors position themselves either in an uptrend or downtrend. It
will hence allow them to anticipate and project the future sequence of events. Coverage extends over 5’000 instruments, long term
to intraday, across all asset classes. Relative charts, Opportunity filters, Multi charts monitoring screens and a Portfolio Simulation
tool complete the functionality set. See below a description of What’s on the Chart, a Methodological brief and an outline of the
ideal Uptrend/Downtrend Models (read more on www.mjtsa.com)

Timing oscillators: Different prices cycles are captured by Trend direction: the direction of the large envelope will help you
our 3 Timing oscillators. Monitor how their relative positioning
defines specific situations (Cases) to always know where you
stand within the Trend (e.g. please see below the ideal Uptrend
Case succession sequence)

decide either to apply an uptrend or a downtrend model. Contacts
between the wider and thinner envelopes will help you anticipate
and confirm market turning points ( e.g. S&P500 bi-monthly, extracts
from the 2005-2011 period).

Price targets: based off historical volatility, they can highlight price
potential or risk and, once achieved, define take profit or stop loss
areas (e.g. below S&P500 in early 2011, Brent in October 2014).
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Ideal Uptrend Model

(left to right) from an oscillator black bottom (usually a Low Risk or a Case 2), the oscillators and prices will start moving up. An uptrend
is confirmed once a red top can be made above a blue one. The correction down that follows delivers a buying opportunity (“Resume
Uptrend”) followed by an intermediate top (Case 3). A new period of consolidation down or sideways then starts, ending with a Case 5
acceleration up towards an important top (usually a High Risk or a Case 1). For each time frame, a fixed time unit separates each timing
incidence, so that the distance between a blue and red top is usually X, the distance from the red to the black top is then 2X and the
distance between the first and second black top is 3 to 4X.

Ideal Downtrend Model

(left to right) from an oscillator black top (usually a High Risk or a Case 1) the oscillators and prices will start moving down. A downtrend
is confirmed once a red bottom can be made below a blue one. The correction up that follows delivers a selling opportunity (“Resume
Downtrend”) followed by an intermediate bottom (Case 4). A new period of consolidation up or sideways then starts, ending with
a Case 6 acceleration down towards an important bottom (usually a Low Risk or a Case 2). For each time frame, a fixed time unit
separates each timing incidence, so that the distance between a blue and red bottom is usually X, the distance from the red to the black
bottom is then 2X and the distance between the first and second black bottom is 3 to 4X.
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