
            
            
            
            
            
  

 

 
 

This report is the latest in a subject that we started in a September 14, 2013 analysis that dealt 
with price structure following the June 2013 low (seen but not annotated at the far left of the 
above daily Comex continuation chart.  In September, the wave structure up from June implied 
potential for the market being in either a bear rally (our preferred scenario) or in the very early 
stage of a new sustained uptrend phase.  By mid-October market action had nullified the latter 
prospect and at that time we outlined 3 bear rally possibilities that were subsequently narrowed to 
2 in November. 
 
Those 2 potential scenarios were, in Elliott wave terminology, an inverted flat having a 3-swing A-
B-C structure and a triangle having a 5-swing A-B-C-D-E structure.  The chart above is 
suggesting that the latter scenario is operative.  Note that the June-August rally consists of 3 
subswings (A-B-C in blue) and that the August-December decline also consists of 3 subswings 
(annotated similarly).  The three back-to-back 3-swing moves since June 2013 imply that a 
triangle is forming.  In that context the third, or C, swing is underway. 
 
The current rally from the December low at $1181.40, basis the nearby Comex futures, has a 3 
subswing structure to date (annotated A-B-C in black).  Subswing A covered a distance of 
$98.40.  If the rally were to have a classic equal swings relationship between it’s A and C legs 
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then subswing C would top at $1335.90.  The rally high to date occurred on February 18 at 
$1332.70. 
Note how subswing A stopped cold (an "outside" top reversal action on January 27) at 
approximately a Fibonacci-related 38.2% retracement of the August-December decline – actual 
price high was $1279.80 versus the Fibonacci value at $1277.70.  To us, that decisive behavior 
implied that, if further rally development above point A occurred, then it would have terminal 
potential at the Fibonacci-related 61.8% retracement at $1337.30. 
 
Therefore, we have 2 different approaches that yield upside potential in the $1335.90 - $1337.30 
area and a December-February rally high to date just shy of that zone at $1332.70.  Price 
weakness today did not do damage to the rally structure but it did result in a downturn in the daily, 
9-period, stochastic oscillator at an "overbought" level above 90 on the Slow%D value.  That 
momentum change jeopardizes further rally prospects but a positive setup presently in the weekly 
stochastic (not shown) oscillator suggests that there may still be upward price potential if there is 
no overt weak price action in the next 2-3 sessions that would corroborate the importance of 
today’s daily stochastic downturn. 
 
Despite positive weekly stochastic oscillator behavior during January-February as well as the 
constructive outright December-February price rally, we remain reserved about the gold market’s 
prospects for a major turn up out of the downtrend that dates from the 2011 historic high.  We will 
revisit this subject in the future if we see either a 5-subswing structure to the move up from the 
December low (that could be accomplished by renewed rally development above $1337.30) or if 
we see a daily close below $1256. 
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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. 

 


