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The gold market has been in a major downtrend since an August 2011 all-time price high at $1920.70 basis 
spot month Comex futures.  In a July 2013 report, after a June new downtrend low at $1179.40 and a 
subsequent rebound above $1280, we discussed technical factors that implied potential downtrend 
termination in the $1155 - 1144 area.  In March 2014 we put forth an additional target level at $1112.   
 
Weakness in gold prices during November 2014 reached our primary $1155 - 1144 target area.  The low-to-
date has been $1130.40, a downside over run that is approximately 1.2% below the $1144 level and thus an 
inconsequential breach of that level.  Price action during November featured technical behavior that we 
interpret as being a positive response in a target zone.  That behavior included an expanded daily "outside" 
bottom reversal range - what some technical analysts refer to as a "key" reversal - at $1130.40 on November 
7.  The daily 9-period stochastic indicator simultaneously turned up from below 15, deep in "oversold" 
territory.  On the same day the weekly chart registered a bottom reversal (also at $1130.40) and its 14-period 
stochastic indicator turned up, whipsawing its previous week's downturn as well as confirming a positive 
divergence versus an October 10, 2014 low.  Finally, in the week ended November 21, 2014 gold prices 
closed back within a broad trading range that was bounded by price lows in July 2013 and January/October 
2014.  While the latter action nullified an October downside exit from the range, prices failed to establish a 
weekly close above $1255; the market thus is still in the grips of the overriding downtrend from the 2011 high. 
 
The gold continuation charts below portray the November 2014 trend low and subsequent rally development. 
 

 
 

We are treating the current selloff as being a “test” of the November 7, 2014 low at $1130.40 and 
our assumption is that the test will be successful (i.e. the low will not be broken).  In that context, 
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the two scenarios above provide levels at which prices are likely to hold.  The left inset chart 
shows Fibonacci-related 61.8%  and 78.6% retracements relative to the entire rally from 
November 7 (annotated point 0) at $1159.90 and $1147.00, respectively.  The right inset chart 
shows a 78.6% retracement of the portion of the rally from a low on November 11 (annotated 
point 0’) at $1158.80.  Price levels are derived by subtracting $0.70 from the February 2015 
Comex future’s high, low and last sales. 
 
Note that the 61.8% retracement in the left chart example and the 78.6% retracement in the right 
chart example are only $1.10 apart.  Therefore, we want to watch the $1159 level closely to see if 
the market exhibits any upside reaction there. 
 
Presently, the monthly stochastic indicator, although above its January 2014 low, is declining.  
Thus the long-term momentum backdrop in gold is still negative.  The expanded downside range 
action in the week just concluded has set the stage for a weekly stochastic downturn next week if 
price weakness persists.  These two indicators paint a mixed-to-negative momentum picture for 
gold so what should be of primacy as regards trend bottoming action should be outright price 
action.  Our view of the market now is that trading in November has raised the prospects for a 
significant, if not major, trend low.  However, the burden of proof rests squarely on the shoulders 
of buyers.  They are not only going to need to show their stuff by absorbing selling pressure 
between the last traded $1165 area and $1130 but they also must demonstrate the muscle 
necessary first to take prices above $1200 and second to establish a weekly close above $1255 
that would reverse the ongoing intermediate-term down leg that has been in effect since prices 
were above $1340 in July 2014. 
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Note:  Some price points in the inactive front month Comex, CME and CBT futures (i.e. the continuation chart plots) 
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.  In those markets closing daily  values generally approximate 
the Globex close at 5:00 -  5:15 PM ET. 
 
Charts constructed with Omega Research SuperCharts and Equis MetaStock. 
Data Source: Commodity Systems Inc.; Reuters Datalink 
 
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. 
 
  

 
 

 
 


