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Chart of the week: BULL-ion

For those who refer to Gold as “That useless piece of yellow metal that has no real value and
earns nothing” (And have done for years) they might want to look at financial market charts
more closely.
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Channel base from where we have formed a 76.4% Fibonacci retracement against the lows
and exploded higher. This is a long term uptrend. From the channel base...
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...76.4% Fibonacci against the lows. Resistance levels at $925, $986 and $1014 should be
tested on the future. The high on the cash was $1,030.
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Gold Future Long term
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Continues to look like a bull market to us. We continue to believe that a move of similar
percentage to that seen in 1976-1980 bull market can be seen which would suggest a price
north of $2000.

It is not an absolute given that a rally in gold means a falling USD
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The circled areas show previous examples of when the relationship between gold and the
USD became diluted. The first period was the early 1990’'s and the second was when gold
based in 1999. As gold based in July 1999, the DXY (Inverted) fell 16% until July 2001 (i.e.
the USD rallied). The chart below concentrates on that time period to further highlight that
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when gold turned the USD continued to rally considerably for 2 years. While the ST
movements in Gold and the USD can be similar (inverse relationship), often when zooming

out the general medium term trends can be different.
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Below are relative charts of Gold showing it's out performance throughout the past several
years against other asset classes. We increasingly believe as the excesses we have seen
during these years have now created the corrosive down moves in areas such as equities,

housing etc, that gold will continue to be a safer asset in which to be invested.
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Gold measured in the other G9 currencies (equally weighted) has broken out to new highs.
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Gold / Dow

“"GCCTT.DdI”

Breakout of
channel top

Log

0.26

0.2

0.175

0.18

C a8

=00

3
@

cocoo,
co=o
o

bl =1
COHDD

"G
1
2
3
4

24

1937 11982 [T 200 91 Nee2  Ti9es  [19%4 1993 06 (3] 95 11989

2000 001

2002 003

004 __Dons

006 2no7

2008

Week

Gold / Dow Jones has rallied out of the bullish channel and is aggressively testing resistance.

A ST rally through .106 would open the way for significant longer-term gains. The long-term

resistance level is .164 followed by .170.
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The double bottom on Gold / Crude targets 18 then 23.
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Gold against the CRB index
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Has exploded against other commodities and we would not be surprised to see this ratio as

high as 5.5 if we replicate the percentages of 1976-1980

Gold against the archetypal commodity currency- The AUD
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Picture speaks for itself
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Gold 10-year treasury ratio
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Starting to bounce again even against a very bid Bond market.

Conclusion:

While we believe that Gold could very well head above $2,000 we do not think that is
today, tomorrow next week or next month.

We do however believe that it will happen over time as this financial / economic backdrop
heads to “the wings”

What do we mean? The excesses of the last 10 to 25 years have come to fruition in the U.S.
and across the World with severe repercussions for financial markets and the Global
economy. There is an increasing recognition of this at official levels and the monetary and
fiscal floodgates are starting to open.

We doubt, as a consequence, that we are just going to muddle through here. Our bias is that
when the dust settles on all this action the authorities will have been very successful or very
unsuccessful.

In the very successful arena is the idea that “throwing the kitchen sink” at this has worked and
we see signs that the Global economy is reflating / inflating. As a consequence debt will get
devalued and the wash of money in the system would suggest a greater likelihood of an
inflationary outlook, which will benefit Gold.

In the very unsuccessful area is that too much damage has been done to the patient and as a
consequence we continue to have financial instability. This will breed further economic
instability, which could lead to political instability in some nations and possibly even domestic
/ regional unrest or worse. This deteriorating picture would also likely be a catalyst for Gold to
perform well with a status of “safe haven”

Considered opinion is that all the Gold in the World can fit in a 25 square metre cube so even
a relatively modest a change in the supply / demand dynamics could result in an outsize
move in price. Gold has been used as a monetary instrument as far back as you can look.
The same cannot be said about precious art or wine or fine cars etc. In times of extreme
concern it is highly likely that it will regain that “luster”

As a consequence we remain of the view that Gold will continue to perform well and will do
particularly well as the consensus grows as to how we will come out of this mess (or not).
Compared to just about every other asset class in the last 5 to 7 years holders of Gold likely
look mellow...it is the holders of other assets that are looking a bit “yellow”
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Disclaimer

This communication has been prepared by a member of the Sales and Trading Department of Citi, which distributes this
communication by or through its locally authorized affiliates (collectively, the “Firm”). Sales and Trading personnel are not
research analysts and the information in this communication is not intended to constitute “research” as that term is defined
by applicable regulations. Compensation of Sales and Trading personnel includes consideration of the performance of this
Department's activities. The views expressed herein may change without notice and may differ from those views
expressed by other Firm personnel.

You should assume the following: The Firm may be the issuer of, or may trade as principal in, the financial instruments
referred to in this communication or other related financial instruments. The author of this communication may have
discussed the information contained herein with others within the Firm and the author and such other Firm personnel may
have already acted on the basis of this information (including by trading for the Firm’s proprietary accounts or
communicating the information contained herein to other customers of the Firm). The Firm performs or seeks to perform
investment banking and other services for the issuer of any such financial instruments. The Firm, the Firm’s personnel
(including those with whom the author may have consulted in the preparation of this communication), and other customers
of the Firm may be long or short the financial instruments referred to herein, may have acquired such positions at

prices and market conditions that are no longer available, and may have interests different or adverse to your interests.
This communication is provided for information and discussion purposes only. It does not constitute an offer or solicitation
to purchase or sell any financial instruments. The information contained in this communication is based on generally
available information and, although obtained from sources believed by the Firm to be reliable, its accuracy and
completeness is not guaranteed. Certain personnel or business areas of the Firm may have access to or have acquired
material non-public information that may have an impact (positive or negative) on the information contained herein, but that
is not available to or known by the author of this communication. The provision of information is not based on your
individual circumstances and should not be relied upon as an assessment of suitability for you of a particular product or
transaction. Even if we possess limited information as to your objectives in relation to any transaction, series of
transactions or trading strategy, this will not be deemed sufficient for any assessment of suitability for you of any
transaction series of transactions or trading strategy. The Firm is not acting as your advisor, fiduciary or agent and is not
managing your account. The information herein does not constitute investment advice and Citigroup makes no
recommendation as to the suitability of any of the products or transactions mentioned. Any trading or investment decisions
you take are in reliance on your own analysis and judgment and/or that of your advisors and not in reliance on us.
Therefore, prior to entering into any transaction, you should determine, without reliance on the Firm, the economic risks or
merits, as well as the legal, tax and accounting characteristics and consequences of the transaction and

that you are able to assume these risks. Financial instruments denominated in a foreign currency are subject to exchange
rate fluctuations, which may have an adverse effect on the price or value of an investment in such products. Investments in
financial instruments carry significant risk, including the possible loss of the principal amount invested. Investors should
obtain advice from their own tax, financial, legal and other advisors, and only make investment decisions on the basis of
the investor’s own objectives, experience and resources. This communication is not intended to forecast or predict future
events. Past performance is not a guarantee or indication of future results. Any prices provided herein (other than those
that are identified as being historical) are indicative only and do not represent firm quotes as to either price or size. You
should contact your local representative directly if you are interested in buying or selling any financial instrument, or
pursuing any trading strategy, mentioned herein. No liability is accepted by the Firm for any loss (whether direct, indirect or
consequential) that may arise from any use of the information contained herein or derived herefrom. Although the Firm is
affiliated with Citibank, N.A. (together with its subsidiaries and branches worldwide, “Citibank”), you should be aware that
none of the other financial instruments mentioned in this communication (unless expressly stated otherwise) are (i) insured
by the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of,
or guaranteed by, Citibank or any other insured depository institution. This communication contains data compilations,
writings and information that are proprietary to the Firm and protected under copyright and other intellectual property laws,
and may not be redistributed or otherwise transmitted by you to any other person for any purpose.

© 2007 Citigroup Global Markets Limited. Authorised and regulated in the United Kingdom by the Financial Services
Authority. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its
affiliates and are used and registered throughout the world.
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