
 
 
 
 
Building on a theme that we developed in January 2012 – that silver price action in 2011 implied 
an intermediate-term top for gold also that year – we need to start our comments with an 
observation about the silver market.  From that we infer our expectations about gold. 
 
As each day goes by technical evidence increasingly corroborates that the silver market made a 
major cycle top last year.  Arguably, the April 25, 2011 high at $49.82, basis spot month Comex, 
equates historically with the market’s last major cycle high on January 18, 1980 at $50.36.  We all 
know what happened after the 1980 high:  the market didn’t hit bottom for 11 years.  Because the 
fundamental price drivers that culminated in the 1980 high are different this time around silver 
may not experience a decade long bear market.  However, the important factor to us is that, for 
the moment, underlying long-term bullish conditions have been exhausted. 
 
If that last statement is true, then the likelihood is great that the entire 1999 – 2011 bull leg in gold 
topped out at $1,920.70 on September 6, 2011.  That’s our assumption, so here is our 
methodology.  If we look at a long-term gold chart from 1999 onward (refer to the monthly charts 
below) there are three particular price moves that we think are important: 1) the 1999 – 2011 
advance; 2) the segment from the 2008 low to the 2011 high; and 3) the smaller segment from 
August 2009 to the 2011 high.  In reverse order those moves define the exit thrust from the 2008 
– 2009 trading range; the full leg from the most significant low in the 1999 – 2008 timeframe; and 
the 1999 – 2011 move in its entirety.  The respective distances covered in each price move are 
$981, $1290 and $1669. 
 

 
 
Looking at each of those intermediate-term moves, we then simply calculated retracement values 
for each of them, our assumption being that if we saw any cluster(s) of retracement levels then 
those clusters would be likely areas for the market to head on the downside.  As it turns out, a 
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61.8% retracement of 2009 – 2011 falls at $1315, a 50% retracement of 2008 – 2011 falls at 
$1301 and a 38.2% retracement of 1999 – 2011 falls at $1283. 
 
Of the above 3 intermediate-term price swings as we have identified them, the shortest leg’s 
maximum expected retracement, the middle leg’s midway expected retracement and the longest 
leg’s minimum expected retracement cluster in a $32 range between $1315 and $1283. 
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This report is for informational purposes only and is not intended as an offer or solicitation with respect to 
the purchase or sale of any commodity, futures contract, or option contract.  Although the statements of 
facts in this report have been obtained from and are based upon sources that are believed to be reliable, we 
do not guarantee their accuracy and any such information may be incomplete or condensed.  We do not 
assume responsibility for typographical or clerical errors in this report.  All opinions included in this report 
are as of the date of this report and are subject to change without notice.  Employees of Eidetic Research 
may hold positions in futures, options or cash markets that are either in accordance with, or contrary to, 
stated conclusions within this report. 
 
Some price points in the inactive front month Comex futures may have been extrapolated from prices in the 
first active month and may reflect either the official exchange session or electronic data that occurs after 
official exchange hours. 
 
Charts constructed with Omega Research SuperCharts and Equis MetaStock. 
Data Source: Commodity Systems Inc; Reuters DataLink 
 
 
 
 
 
 
 


