
            
            
            
            
            
  
 
Prior to today our primary pattern scenario for gold was that high level price swings between 
$1523 and $1805 since the 2011 high had potential to support a major upside move (eventually 
above $4200).  The caveat that would nullify that scenario was  if the market broke by 3% below 
the range low at $1523.90, which is $1478.20.  That was accomplished on today’s closing Globex 
session.   
 
Depending on how one views various phases of the uptrend that culminated in 2011, three 
obvious retracement levels cluster together and we consider them to constitute a potential 
downside target zone for the current breakdown:  61.8% of the 2009 --  2011 up leg at $1315; 
50% of the leg from the 2008 low to the 2011 high at $1301; and 38.2% of the entire 1999  --  
2011 uptrend at $1283.  Those are fair targets unless the market recovers and makes a weekly 
close above $1567.60.  The chart below illustrates those 3 retracements. 
 

 
 
We have had reservations about silver because of our concern about the potential 127-month 
cycle that we identified in the 1990s.  Its next ideal low is in March 2014.  Therefore we have not 
concentrated much analytic effort on the market.  However, given the combined breakdown in it 
and gold today, there is an obvious retracement level that could be reached in a near-term 
context.    That is the 61.8% retracement of the move from the 2008 low to the 2011 high at 
$24.22 shown on the continuation chart below.    
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If today’s breakdown is the start of a bloodbath, then a move to the $17 area could be in the 
cards, not ruling out weakness below there but that we would expect to hold above $12.00.  At 
this time we have no conviction about how serious are the implications of today’s breakdown.   
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