1) $US Chart: As per the last recession, the $US dollar (yellow) was strong once the Fed (white) ended their major easing cycle in 1992.  Note that the gold stocks (green) performed well despite this.  Also note that the gold stocks seemed to accelerate once the US dollar had an interim peak (early 1993 as per the chart).  Gold stocks rose months before bullion did (orange).  Finally, the gold stocks peaked when the Fed threatened to tighten (in late 1993).  However, there were good opportunities to trade the gold stocks for several years after that.
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2) CRB Chart: We can see in the following chart that the CRB Industrials (yellow) lagged the gold stocks and bullion.  In other words, gold fulfilled its role as a good leading indicator in this case.
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3) CPI: Although gold was purchased as a hedge against inflation (amongst other reasons surely), the inflation rate (CPI; yellow) in circa 1992-1995 was very benign.  It is the threat of inflation that propelled gold in this case.
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4) Metals and Minerals Index: Like the CRB, gold was a good leading indicator for metal stocks (yellow) as well…

[image: image4.png]“HELF> for explanation. POB6 Comdty HMS
Enter 1<GD> to SAVE changes or <CANCEL> to abort.

4—-IN—-1 GRAPH UEGERFED FUNDS AND GOLD I Name Set ¥ 18
FED_FUND TARGET Px1 GOLDS GOLD SPOT $/0Z Px1 USD|

=R01001 -- TSE Metal & HMinePxl USDIMEMM0200T -~ TSE Gold & PreciPxl ChD|
Fanoe [RERVEN To TWIPRIER Feriod [0D-U-11-0-7) HNormalize [J(V/N/0) Dates |
410 o
o Lo 41000)
i 3800} 10000)
320 a0
5
70 3000} g000
a5
0 7000
a
350 2500
o0
35t
st00
3 fse 2000
400
Tl D TaJelo Il \AJML/L/\AJS\D\N\ I Ta DD Tas[olD T T \JL/\A\S TnIo]D Tefa i \JL/\A\S\DMDJ
fustra1 16 €1 2 5775 5800 e SeTT 507 rope 7 20759 7500 ey 75 e sz0uto

s Fong 5272507 6030 sapan 01 3 501 5306 Simgamera 65 212 1005 5. 1 212 316 2305 Copurisht 200 Blosabers L P
P ath  DarawonE 1026 53




Chad Williams

TD Newcrest

416-308-2360

