
 
 
 
 
 

 
Technical developments during December 2015 - January 2016 led us to think that the gold price 
decline from its all-time high to-date in 2011 had run its course.  Below we will briefly discuss chart 
pattern developments that tend to corroborate that viewpoint. 
 
On March 17, 1968 the seven members of what was known as the London gold pool agreed to sell 
gold only among sovereign nations.  The agreement fragmented the physical gold market:  for 
purposes of national monetary reserves gold would trade at an official fixed price (then $35.00 per 
ounce) and as an ordinary commodity at a freely fluctuating market determined price.  The 
"commodity" price of gold began an almost immediate (and inexorable) rise that would eventually 
culminate in an interim secular high at $850 in 1980. 
 
On the way to the 1980 price high, the first significant advance received an initial lift when the 
United States defaulted on its obligation to redeem gold for dollars in August 1971.  An additional 
upside kicker came in 1973 when the U.S. statutory price was raised to $42.2222 per ounce in 
1973.  Subsequent upward price movement appeared to be motivated by the market's recognition 
that gold ownership by U.S. citizens would be legalized on December 31, 1974.  Prices crossed the 
$100 per ounce level in 1973 and then scored an intermediate-term high when futures trading 
opened on December 31, 1974 priced at $194. 
 
If you are familiar with the tenets of technical analysis (of financial markets) you know that pattern 
repetition is a common occurrence.  Similar patterns may be seen in unrelated markets or in the 
same market.  Pattern similarity is not necessarily symmetrical with regards to time.  By that we 
mean that a pattern that might develop in intraday trading might also be seen in an expanded time 
frame, say over the course of several days, weeks or months. 
 
Our focus in this report is the downtrend picture that followed gold's 1974 then all-time high point 
and the downtrend picture from its 2011 all-time high through the present.  Our charts below reflect 
a weekly time frame although you will see that pattern development in the 1970s was less time 
consuming than the ongoing pattern development.  Although we don't attribute any technical 
significance in this comparison it is interesting to note that the absolute price levels between then 
and now are related by an almost exact factor of 10:  trading in 1974 and after occurred with prices 
between $194 and $102 while trading from 2011 onward has occurred between $1920 and $1045. 
 
The charts below are annotated purely for comparative purposes and the pattern comparison is 
simple enough that we see no need for descriptive text.  No labels are meant to have any Elliott 
wave significance.  As of this writing, we think that gold prices have achieved their labeled point 1a'  
but we are uncertain that a low comparable to point 2a on the upper inset chart has been made in 
real time.   We lean to the scenario of price weakness between now and midyear that would 
establish a point 2a' low ideally in the $1210 – 1190 area.  If that comes about we would not rule 
out exaggerated weakness to around $1160, as we have stated in previous analyses but now think 
that is a low probability scenario. 
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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 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. 

 
 
 


