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Ross.Clark@ChartWorks.ca

US Dollar and Precious Metals

A recent report from Jack Crooks at Black Swan Trading reminded us that it would be an
appropriate time to update our analysis of the sixteen-year cycle in the U.S. Dollar Index. While
cycle lows tend to be reasonably consistently spaced, the highs are less reliable. The currency
experienced a good rally into December 2016, peaking below the two previous cycle tops and at
the earliest time window for a potential high. It was coupled with a bearish divergence in the RSI.

The three previous tops since 1968 saw initial declines of 23 to 26 months with minor bounces
being capped at the 20-week exponential moving average (91.50). Major bounces, as seen last
October, test the 12-month exponential moving average (now 93.32).
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If the Dollar continues stepping lower the natural implication is that commodities will advance
relative to the currency. This is exactly what happened in 1971, 1986, and 2003. Gold had
respectable rallies, however silver (following pages) outpaced in most instances. The 1% envelope
below the 20-week moving average of the lows was an important support for both gold and silver
during the subsequent pullbacks.

In the near-term, we are seeing extremes in the COT data for the Euro.
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The decline in the Dollar into the end of January generated one of our Capitulation alerts along
with Sequential 13 Buys. The inverse signals were seen in the Euro. The subsequent retest of the
January levels sets up a ‘double bottom’ around 88.10 (and double top in the Euro). When coupled
with Friday’s upside reversal in the DX (downside in Euro & gold) it sets the stage for minor
Dollar rally back toward the 20-week ema around 91.50. Gold could see a test of the 20-week
moving average band around $1275.
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US Dollar, Gold and Barron’s Gold Mining Index

'\Ulﬂﬂﬂ/“ ‘ i c‘
120.00
“ M I US Dollar Index s |,.|.|r| Jw US Dollar Index
| | :
H | i 100.000 | . 2003 115.00
98.000
110.00
96.000
ot — 105.00
it 000
i
85.000 95.00
85.000
84.000 1 %
82000 85.00
16500 440,00
Gold 16000 42000
? 1,550.0 L
15000 250,00
1,450.0 25000
1,400.0
340,00
P“I”\ .
1,300.0
Lower moving M 200.00
average envelope Lo ||||'| M ol 260,00
ol Py
11500 280.00
BGMI BGMI 700.00
600.00
=00 500.00
500.00 400.00
5000 300.00
"Sep Nov [2017 Mar 'May Jul 'Sep 'Nov [2018 Mar  |2018  |2020  |2021 "Feb Apr  Jul Sep 2002 'apr Jun  'Sep  [2003 Apr dun  'Sep 2004 Apr Jun |
T "
s + : &
‘ e US Dollar Index =
f US Dollar INdex oo
! 1986 155,00 " 112,00

15000 116.00
145.00 11800
140.00 200
135.00 000
130.00 1000
125.00 10800
120.00 104.00
115.00 102.00
110.00 100.00
105.00 98.00
100.00 96.00
95.00 94.00
.% 192,00
85.00 90.00
130.00
Gold |I 50,00 Lllllp 120.00

}HLl'll'q»vdLW}H’I e Gold b

440,00 10000
42000 o000
400.00
80.00
380.00
70.00
}” P M“’ 260,00
| [H [ W ”"""l' 340.00 60.00
Hittyu, ¥
,| llIIlI'H’HW h Pl 320.00 0.00
[N 300.00 000
230.00
laooa |
100000
300.00
900.00
250.00
axm BGMI
700.00 200.00
£00.00 15000
500,00
100.00
: 400,00
May Ju Sep  [1985 Apr lun  Sep  [1986 Apr lum Sep  [1967 Apr Jun Aug MNov [1570 Apr un Aug [1971 Apr Jun Aug Mov [1972 Apr Jul Oct 1973 Apr

CHARTWORKS — 2/20/2018 3




Silver

&

102.000 HMI}I F"l'

100.000

US Dollar Index

2003

98.000

nnnnn

nnnnn

22500 Silver

nnnnn

nnnnn

20.500

nnnnn

o MI”'”'F\WII
i ! m| M“Wﬂmf "Wi

T

nnnnn

106.00

eb May Aug Oct [2017 Apr

Jul  Oct  [2018 May [2018  |2020 2021

Apr Jul Sep [z00z Tapr Jun  Sep [z003 TApr Jun  'sep

2004 Apr Jun Aug

US Dollar Index
1986

S m==—==—__ __ US Dollar Index
TN 1971

Way Jul Sep 1985 Apr Jun

Sep  |1985 Apr un  Sep

1987 Apr Jun Aug Nov

1970 'Apr Jun Aug

1971 Apr Jun Aug Nev [1872 Apr  Jul  Oct |1873 Apr

CHARTWORKS - 2/20/2018




Opinions in this report are solely those of the author. The information herein was obtained from various sources;
however, we do not guarantee its accuracy or completeness. This research report is prepared for general
circulation and is circulated for general information only. It does not have regard to the specific investment
objectives, financial situation, and the needs regarding the appropriateness of investing in any securities or
investment strategies discussed or recommended in this report and should understand that statements regarding
future prospects may not be realized.

Investors should note that income from such securities, if any, may fluctuate and that each security’s price or
value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance
is not necessarily a guide to future performance. Neither the information nor any opinion expressed constitutes
an offer to buy or sell any securities or options or futures contracts. Foreign currency rates of exchange may
adversely affect the value, price or income of any security or related investment mentioned in this report. In
addition, investors in securities such as ADRs, whose values are influenced by the currency of the underlying
security, effectively assume currency risk. Moreover, from time to time, members of the Institutional Advisors
team may be long or short positions discussed in our publications.

BOB HOYE, INSTITUTIONAL ADVISORS
EMALIL bhovye.institutionaladvisors@telus.net
WEBSITE www.institutionaladvisors.com
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