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WHY THE SUPER BEARISH PM COTs PORTEND A PLUNGING EURO...
originally published October 31st, 2015

It was ironic that when Dr Watson complained to his companion Sherlock Homes that he had a stomach
ache, Holmes clarified the situation at once by saying “Alimentary, my dear Watson”. More generally, the
legendary sleuth of Victorian London would make light of his accomplishments after solving cases that
baffled the police, by remarking “Elementary, my dear Watson”. Doubtless this expression was deeply
irritating to his arch-enemy Moriarty.

Today we are going make light of what to other analysts may be abstruse and possibly baffling, by “joining
the dots” to demonstrate the linear connection between an extremely bearish silver COT and an imminent

crashing euro, so that by the conclusion of this article, you, dear reader, will have a clear understanding of
what is set to unfold, and will be able to explain to other confused souls that it really is elementary.

We will start by looking immediately at our most important piece of evidence, the latest silver COT, which is
very bearish indeed, because the Commercials now have their biggest short position since 2008. This
makes a big drop in silver very likely soon, and it is expected to make new lows, probably heading to the
$10 area. Doubt that this is true? - then look at what happened to silver over the past year on its 1-year
chart placed directly below the COT chart, when the Commercials had a high short position - I rest my

case.
RECIPE FOR DISASTER: these are the most bearish COTs we have seen in silver for 7 years,
since 2008. The Commercials are positioned for big profits on a severe decline in silver and
history shows that this is what we can now expect. Interestingly. the latest peak in readings
was right before the Fed statement last week. These COT readings strongly suggest that the
dollar is limbering up for a major advance, which further implies a big drop In the euro.
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The early October rise in the silver price was an unremarkable bearmarket rally,

up to its falling 200-day moving average where it has churned for a while and is

now turning lower again. What is remarkable is the explosion in Commercial

short positions in recent weeks, which warns us to expect a severe downleg

to new lows. This will certainly be a tradable drop and a big opportunity now
exists in silver - on the short side.

$SILVER Silver - Spot Price (EOD) CME ®StockChartscom
30-Oct-2015 Open 1560 High 1585 Low 15.43 Close 1553 Volume 38 1Kk Chg .0.04 (0.28%) v
MRSI(14) 48,62
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Next we look at gold's latest COT, with its 1-year chart placed directly below for comparison. It's similar,
although not so extreme as silver, but the conclusion is the same.
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Although not as extreme as the COT readings for silver, Large Spec long and Commercial short
positions in gold have ballooned in recent weeks to levels that are historically bearish, rising to
a stlil higher level last week just ahead of the Fed meeting. This implies that gold will perform
poorly going forward, and its expected downtrend has already gotten under way In recent days.
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. Long Short Bullish Long Short Bullish Long Short Bullish Intrest
09/29/15 320 182,792 106,147 63% 103 149,535 222,678 40l 32860 36,362 4m 419,700
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With gold's COTs rapidly becoming bearish in recent weeks, the hopes for a more
significant rally are dashed. Overall this remains a bearish picture with a long-term
downtrend in force and moving averages in bearish alignment. The now strongly
bearish COT suggests that new lows are to be expected before too much longer,
and further that a major new upleg should develop in the dollar.

$GOLD Gold - Spot Price (ECD) CME @ StockCharts.com
30-0ct2015 Open 1146.60 High 114880 Low 113840 Close 1141.70 Volume 1100k Chg -2.30 (0.33%) v
ARSI(14) 43.74
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So, gold and silver are going to drop a lot - what does that mean for the dollar? - it means the dollar is
going to rally, and rally a lot, and on its 3-year chart we can see that it is in position to do just that.
Following its dramatic rally from July of last year to March of this year, the dollar index has been stuck in a
large triangular trading range, which could be either a consolidation pattern or a top. It has already started
to break out upside from this pattern on the Fed meeting this past week, and it wouldn’t take much to
swing its moving averages into bullish alignment. If it succeeds in breaking out upside from this pattern
and following through, it is likely to mount an advance of similar magnitude to the one preceding the
consolidation pattern, which means it will target the 114 - 116 area, a big move indeed.
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The dollar started to break out upside last week, around the time of the Fed meeting.
from the large Pennant shown, and now looks set to rise strongly. which is what the
latest strongly bearish COTs in gold and silver are implying. It is very possible that
it will stage an advance of similar magnitude to that which preceded the Pennant. If
so it means that it is headed for the 114 - 118 area. While this may seem far fetched
we should keep in mind that Europe is headed for disintegration. which will mean
that the euro is “toast” - and the dollar index is made up of approx 57% of the euro.

$USD US Dallar Index - Cash Settle (EOD) ICE
30-00t-2015
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COTs for the US dollar are in middling ground, but have certainly eased enough to permit a big advance, as

shown by the latest Hedgers chart, which is a form of COT chart...
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If the Fed starts an interest rate rise cycle, it would of course bolster the dollar, but as we know there is
precious little scope for them to do so without triggering an economic cataclysm, because of the frightening
levels of debt that now exist. So what else could cause the dollar index to rise? the euro, that's what. Don't
forget that the dollar index is some 57% composed of the euro, and with Europe threatening to fall to bits,
crippled as it is by ruinous debts and with political differences between member states being aggravated by
differences over how to handle the massive influx of migrants, the euro is really on the ropes and looks like
it is starting another major downleg on its road to eventual oblivion. With regards to the migrant crisis,
Europe is reaping what it has sown, by joining forces as an obsequious sidekick with the US in its
destabilizing rampage around the Mid-East. It's alright for the US, the migrant’s rubber boats can't make it
across the Atlantic, but they sure can make the 20 km crossing from Bodrum to Kos.

Let’s look at the latest euro chart now. As we just saw, the dollar index is starting to break out upside to
start another major upleg, so we can expect to see the opposite occurring in the euro, a major downleg just
starting, and that is exactly what we do see. With Europe blighted by huge debts, Germany weakening
rapidly as its export markets shrink, its reputation tarnished by the VW scandal, and beset by hordes of
immigrants with their hands out so that it looks set to fall to the ground, a constitutional crisis looms for
the EU, especially if Britain votes to leave, and the euro is threatened with extinction, so it is not hard to
see why the next downleg in the euro could easily be as bad as the one from the Summer of 2014 through
the Spring of this year, and if it is, we are looking at the euro dropping to 80 or lower,
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The euro started to break down last week, around the time of the Fed meeting.

from the large Pennant shown, and now looks set to drop steeply, which is what the

latest strongly bearish COTs in gold and silver are implying. Itis very possible that

It will stage an decline of similar magnitude to that which preceded the Pennant. If

$0 It means that it is headed for the 80 area. While this may seem far fetched

we should keep in mind that Europe is headed for disintegration, which will mean
that the euro is “toast”.

$XEU Euro - Philadeiphia INDX ® StockC harts.com
30-0¢t-2015 Open 110.12¢ High 11075 Low 109.88 Close 110.07 Chg +0.28 (+0.26%) &
MRSI(14) 38,72

Euro: 3-year

™ $XEU (Daily) 110.07 /

—=MA(S0) 112 46 ;

—MA(200) 111.20

dn\iolume uridef
F

. RESISTANCE

Bear \
PENNANT

13 Apr Jul Oct 14 Aapr Jul Oct 15  Apr Jul Oct 16 Apr Jul
= MACD(12,26,9) -0.695, -0,290, -0. 405

140.0
137.5
135.0
1325
1300
1275
1250
1225
1200
117.6
1150
1125
110.0
1078

105.0

If the euro fell this far it means that we will see another huge ramp in the dollar index, which would be

expected to trigger a big drop in both gold and silver to new lows. Now you should be able to grasp why the

Commercials are piling on the gold and silver shorts - it's elementary, my dear reader.

If a big ramp in the dollar ensues it is logical to suppose that many other commodities, apart from gold and
silver, will get whacked down again. So let’s take a look at copper and its COT as we would expect this to

get hit too. As we can see on the latest COT chart, the Commercials have been "jumping ship” in recent
weeks, scaling down their long positions to a very low level. The last time this happened, back in May, a
severe downtrend followed as we can see on copper’s 1-year chart, shown directly below the COT chart.
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With Commercial long positions having all but vanished. copper no longer has their support.
The last time this happened - see 1-year copper chart - a severe downtrend followed soon after.
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The trading range of recent months looks like a consolidation within an ongoing
bearmarket, especially as the price is still below a falling 200-day moving average.
This trading range has allowed the earlier oversold condition to unwind. Now, with
the Commercials having largely abandoned their long postions. the risk of another
downleg to new lows is growing - and looks more and more likely with the dollar
breaking aut to start another major upleg.
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On clivemaund.com we are not going to stand around staring blankly as gold and silver drop away to new
lows. This is an opportunity to make big gains on the short side in the PM sector, and we will be locking at

a range of vehicles which we can use to do just that, some of which we have already bought over the last
week or two.

End of update.

Posted at 12.00 pm EDT on 31st October 15.
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