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 After the horrible massacre at political weekly, Charlie 
Hebdo, we admire the mass of people who took to the 

streets in Paris , no matter what political party they belong 
to, no matter their age, skin color or religion 

 



 

 
 
 

 However, we must say that we are a bit skeptical of the 
photo-op from the leaders. Apparently this photo… 

 



 

 
 
 

 Was really this photo…. 
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 US Retail sales fell sharply in December on waning holiday 
sales and falling gasoline prices 

 Consumer purchases declined 0.9% 
This was the biggest decline in a year 

 



 

 
 
 

 It is not just oil that is showing that deflation is a huge 
factor right now 

 Most commodities are being hit & Copper got clobbered 
today, down to $2.50, the lowest level since 2009  
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 Today’s trigger was  that the World Bank cut its global 
economic forecast for the year.  

Copper, used in construction, power generation and 
manufacturing, has long been viewed as an indicator for 

global economic health 
 Copper had been sliding for a few years because of China’s 

slowing economy, and the surplus of the metal in the market 
 Adding to the commodity woes is the fact that we have a 

strong US dollar, which translates into weak prices 
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Interesting chart…shows that Radio is leading streaming use 
use…. 
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 The US 30 year bond has climbed to a new record high, 
meaning yields are at record lows 

This bond boom is happening all over the globe, but  it will 
end soon & most bond holders will be severely punished 
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 We have often stated that with no inflation in Europe, and 
in fact deflationary forces being in control, we are seeing 

bond yields continue to decline 
These low Euro bond yields are not due to any confidence 

in the ability of these countries to pay off their debts, 
these are driven by the absolute belief that with such 
deflationary forces in play, there is no risk of inflation  

We strongly believe that we are approaching a bubble in 
the bond markets globally 

First, flight to safety capital will flow to bonds 
And as panic ramps up, the bond  bubble will grow 

dramatically, driving yields even lower 
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But, we will see this trend change around September 2015 
The key is confidence in government 

Right now, investors are still confident that governments 
will be able to meet their debt obligations 

But, when the first country defaults, that confidence will 
change & investors will move their capital out of bonds 
Remember, the mass investors always follow the herd 

It is human nature…when panic ramps up, everyone runs 
in the same direction of the person in front of them 

Again, we warn to get out of any long term bond holdings, 
especially in fringe countries like Greece! 
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 It is not just OPEC  that continues to increase oil production 
The US production continues to ramp up 
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 In fact, last week, the US pumped out 9.192 million 
barrels/day 

 That is an increase of 60,000 from the previous week 
 And it is the most the US has ever produced   
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 Unlike the new shale fracking wells, conventional wells 
operate on extremely long cycles 

 Typically, the amount of crude oil that conventional wells 
produce declines at between 2% and 7% per year 

 Output from these conventional wells falls so gradually, 
wells typically keep pumping for 20 years or longer 
 When prices drop, almost all conventional wells keep 

pumping 
 That’s because the variable cost of lifting the crude is still 
far lower than the prices it fetches on the world market 
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 All that matters to the convention producer is the cash they 
can generate over and above what’s required to suck out the 

crude every day 
 They’ll only stop when prices drop below the variable cost—

and for most wells, they seldom sink that far 
 With shale producers the story is much different 

 These US shale plays have a 40-50% decline rate in the 1st 
year of production 

 They have an 85% decline rate in the first 3 years 
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 With such a high decline rate for US shale producers, they 
need to find new reserves to replace the depleted reserves 
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 Due to the low oil prices, & their high debt to cash flow 
ratios, these US shale producers must cut back on exploration 

and capital expenditures 
 With  the global economy facing many deflationary 

pressures, we are not likely to see increased demand for oil or 
any commodity in the near term 

   While we did send subscribers a speculative oil play this 
week, we do not believe that we have seen the lows  in oil 

prices just yet 
 
 
 



www.thetrendletter.com 

Gold 
 



www.thetrendletter.com 

  
 We get more questions on gold than any other sector 

 We recommended buying gold in our very first publication 
when gold was trading @ $290, back in 2002 

 We sold most of that gold in August 2011 
 Since then, we have dabbled a bit, buying and selling a few 

stocks, & ETFs for short term gains 
 Currently, we do not own any gold in our portfolios 

  When trading gold, gold stocks , or any other investment, 
you need to have an exit strategy 
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 Since the high in 2011 @ 1920, gold has declined $695 or 

36%   
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 Gold producers have fared worse, with the Gold Miner’s 

ETF having declined 67% (some much more) 
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 And the junior explorers have been slaughtered, with share 

prices dropping 80%+ 
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 Holding on to a stock that declines 60%, 70% or even 80%, 

is not a good investment strategy 
  We research many investment newsletters & are amazed 

that of the few gold letters that actually publish their results, 
over half the stocks are showing over 35% losses, & many are 

showing over 50% losses 
 A stock that has lost 50%, must double just to break even 
 Our philosophy is to limit our losses, using SELL Stops & 

maximizing our gains by using trailing SELL Stops as the stock 
rises 

 Most investors sell their winners too soon & hold onto 
their losers too long 
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 Last week Gold broke through 1220 (red dotted line) 

 It must now stay above that level & break through 1250 
(black line) 

 1280 (solid red line) will offer strong resistance if tested 
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 If you have been holding gold stocks since the highs in 

2011, what is your strategy to sell? 
 If in this current rally, your shares move up another 40%, 
will you have a strategy to sell if 1250 or 1280 hold as 

resistance, and then prices plummet again? 
 From the emails that we get, many people are far too 
heavily invested in gold & most are deeply in the red 
 We will be issuing BUY signals again to our subscribers 

when we believe the bottom is in 
 And with each recommendation, we give our exit strategy 
 We strongly suggest everyone have a strategy to get out if 

the market turns against you…in  gold, or any  other sector 
 Stay tuned! 

 


