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LEVERAGED SILVER BULL ETFs for a SILVER ADVANCE MAGNIFIED BY A
DOLLAR SMASH...
originally published January 26th, 2016

The rally in gold and silver predicted in the article IMMINENT DOLLAR SHOCK & EFFECT ON GOLD, SILVER &
OIL has begun (today), and here’s the thing, there’s a good chance that it will be considerably bigger than I
was earlier expecting. While T am in agreement with what Adam Hamilton writes in his recent update Absurd
Gold Stock Levels, even if it is long, and even if he has been saying this for more than 6-months, this is not
the main reason that I think this rally could be big, nor is it because of the astounding if true revelation in
ZeroHedge that the Comex Gold Cover Ratio has spiked to an incredible 542 ounces of gold claims per ounce
of deliverable gold. No, it is because the dollar looks set to drop suddenly, and hard. We will look at this and
the possible reasons for it lower down the page. First let’s review the latest charts, and while what is written
here applies in good measure to gold of course, we are going to concentrate on silver in this article because it
is now very undervalued relative to gold and therefore presents an opportunity to make larger percentage
gains.

Starting with the 6-month chart for silver we see that it advanced sharply today towards the resistance at the
top of its intermediate base pattern, that has been forming for more than 2 months now, and with the 50-day
moving average now turning up, there is thought to be a good chance that it will proceed to break out upside
from this base pattern soon, perhaps after pausing briefly at the resistance first.
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The timing is right for a bigger rally, because silver has broken clear above its

50-day moving average. which has flattened out and will soon turn up. However

if the dollar breaks down hard, which is a growing possibility, the rally could

turn out to be start of something much bigger. The 15t obstacle is the resistance
shown, which it should have litle rouble clearing.

$SILVER Silver - Spot Price (EOD) CME @ StockCharts.com
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This being so we require suitable vehicles to play the expected rally. One is twice leveraged silver bull ETF,
AGQ, whose chart is very similar to silver itself. If buying this, place a stop at your own discretion...
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WAYS TO PLAY A RALLY 1: TWICE LEVERAGED AGQ

AGQ ProShares Utra Silver NYSE @ StockChartscom
26-Jan-2018 Open 20.07 High 2022 Low 2205 Close 2075 Volume 237 5k Chg +1.06 (+3.69%) &
AMRSI(14) 53,33 o
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For higher leverage and potentially bigger gains, there is the 3X leveraged silver bull ETF, USLV, whose chart
again looks similar to silver, although it is of course leveraged. Again if buying this, place a stop at your own
discretion...

3surl10 04.02.2016 11:24



Clive Maund http://www.clivemaund.com/print.php?art_id=3697

WAYS TO PLAY A RALLY 2: THRICE LEVERAGED USLV

USLV elocityShares 3x Long Silver ETN Nasdaq GM ® StockCharts.com
26-Jan-2016 Open 1086 High 11.31 Low 1052 Close 11.22 Volume 7532k Chg +0.62 (+5.85%)
MRSI(14) 58,81 -
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The long-term 5-year chart for silver reminds us that silver is still “*not out of woods” as it remains stuck in a
persistent major downtrend. However, there are subtle signs that this downtrend could end sooner rather
than later, principally the convergence of the downtrend over the past year, which are backed up by
fundamental considerations like increased safe haven buying including increasingly heavy buying of physical,
and the drastic reduction in supplies of new silver that will result from the cutbacks in production of base
metals, since more than 50% of new silver is produced as a by-product of base metal mining. If it does
succeed in breaking out of this downtrend, the rally that follows could be dramatic.

4 sur 10 04.02.2016 11:24



Clive Maund http://www.clivemaund.com/print.php?art_id=3697

NOT EXACTLY “EDGE OF THE CHAIR STUFF" IS IT?? Looking at this chart you can
readily understand why we went elsewhere looking for opportunities. Precious Metals
have continued to be depressed over the past 18 months by the strength in the dollar.
however, if that were to end, at it looks like it might, this seemingly interminable
downtrend could end. Other factors pointing to its ending before much longer are
the increasingly heavy demand for physical and the closing down of many base
metal mining operations because of low prices. which account for more than
halfof new silver coming to market.

$SILVER Silver - Spot Price (ECD) CME @ StockChartscom
25.Jan-2018 Open 14.06 High 14.31 Low 14.02 Close 14.24 Volume 362K Chg +0.22 (+1.57%) a
M RSI(14) 54,28
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The 5-year chart for AGQ reveals that it has suffered a devastating decline from its highs in 2011 to the
present, and this chart also shows a marked convergence of the downtrend from mid-2013, with the price

narrowing into the apex of the converging major trendlines, making an upside breakout a growing possibility
soon.
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The bearmarket in silver from 2011 has resulted in devastating losses in AGQ. which

has dropped from $700 at its peak (reverse split adjusted) to the current price under

$30. The marked convergence of its downtrend channel now offers hope of a reversal
soon. and thus an emergent uptrend in silver.

AGQ ProShares Ultra Silver NYSE @ StockCharts.com
25-Jan-2016 Open 28 50 High 2272 Low 28.40 Close 2362 Volume 133.8K Chg +0.87 (+3.13%) a
MRSI(14) 53.79
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The losses suffered by triple leveraged USLV are even worse of course, and we see again a marked
convergence of the downtrend, which shows that it is exhausting itself. If it succeeds in breaking out upside
from this downtrend, a dramatic rally will be in prospect that will result in large percentage gains for anyone
buying around the current price.
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The bearmarketin silver from 2011 has resulted in devastating losses in USLV, which

has dropped from about $600 at its peak (reverse split adjusted) to the current price

near $10. The marked convergence of its downtrend channel offers hope of a reversal
soon, and thus an emergent uptrend in silver,

USLV VelocityShares 3x Long Silver ETN Nasdaq M @ StockCharts.com
25-Jan-2018 Open 10.54 High 1066 Low 10.42 Close 10.60 Volume 322.8K Chg +0.45 (+4.43%) «
MRSI(14) 52.93
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The arithmetic 5-year chart for USLV provides a different perspective...
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Itis kind of fun to look at something like USLV on an arithmetic chart. uniess you have
been long this for some years. of course. Onthis chartit looks like it is bumping along
the bottom, although the reality is that the “decay factor” will cause it to drop and drop
until silver takes a tumn for the better, which happily it should do seon. or now. Looking
at this chart you can readily appreciate why we usually use log scaled charts.

USLV WelocityShares 3x Long Silver ETN Nasdaq GM @ StockCharts.com
25.Jan-2016 Open 10.54 High 1085 Low 10.48 Close 1060 Volume 328 8K Chg +0 .45 (+4.93%) &
MRSI(14) 52,93
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As mentioned above, we are focusing on silver in this report because it is undervalued relative to gold, and
we can see on the following chart that this undervaluation has grown more severe with the passage of time,
from the PM sector peak back in 2011, with the convergence over the past year of the channel suggesting
that this underperformance may soon be replaced by outperformance. Whatever happens, if gold goes up,
silver is going up too, because that’s the way it is, and once an uptrend gets going, silver’s performance
relative to gold will improve with the passage of time.
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The long downtrend in the silver to gold ratio means that silver is cheap relative

to gold. Gold's chart looks more robustthan silver's, but If gold goes up, silver is

going up too. and since itis better value than gold here, as this chart shows, there

is viewed as being a lot of potential for big gains in silver and associated silver
investments from their current depressed levels.

$SILVER:$GOLD Silver - Spot Price (EOD)/Gold - Spct Price (EOD) CME ® StockCharts.com
25.Jan-2018 Open 0.013 High 0.013 Low 0.012 Close 0.012 Volume 0 Chg +0.000 (+0.86%) a
MRSI(14) 46.58
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Now we come to what I consider to be the big potential driver for a major upside breakout by both gold and
silver from their long and stubborn downtrends in force from 2011. As far as I know, no-one else has
cottoned on to this risk - the risk of a savage C-wave smash in the dollar. Some of you may recall that the
dollar index suffered a rather bizarre huge down day early in December. The market appears to have largely
forgotten about this now, but I haven't, especially as what happened since looks like a feeble countertrend
rally that has had trouble getting back up to the highs, and has been accompanied by extremely weak
momentum. This looks like the completing B-wave of an A-B-C downleg, and if it is, a very nasty drop can be
expected to occur soon, which could obviously “light a fire” under gold and silver, and would also greatly
assist other embattled commadities like copper and oil.
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...and here is the reason why we could see a surprisingly large rally in the
Precious Metals - the dollar looks like it is shaping up for a C-wave smash.
No-one else is saying this at the moment and it does seem a bit outlandish,
but this chart indicates that it is very possible. What could ¢cause this? -the
Fed “eating humble pie” - acknowledging its stupid error in raising rates and
indicating that it will “take it back™. It's motivation for deoing this? - to aveid
looking like even bigger idiots later on. Let's see what happens - the stakes
are very high.

$USD US Dollar Index - Cash Settle (EOD) ICE @ StockCharts.com
26-Jan-2016 Open 92.20 High 95.50 Low 20.02 Close 90.10 Chg -0.25 (0.25%) «
A RSI(14) 52.85

a0

.z‘f\.\;,\_ iR . : ; . -

US Dollar Index: 6-month 10

—MA(50) 56,88

W $USD (Daily) 99.10 ' i | ] B ' 1005

—~ B 200 96,30 STRONG RESISTANCE ' 1000

ik Volurne undef

| + |
i SUPPORT

Aug  sep oot O Now Dec 2016 fep
—MACD(12,26,9) 0,205, 0,178 0.025

Momentum extremely weak

CAug Sep 0ot Nowv Dae 2016 Fab

- e85

290

r 985

980
975
970
965
960
9656
850
945

938
Q30

925

1.00
075
0.50
025
0.00

-0.26
-0.50

What could cause such a drop? Well, bearing in mind that a lot of the rise in the dollar over the past 18

months has been caused by the Fed jawboning about raising interest rates for what seems like an eternity,
and that they have actually raised them by a trifling 0.25% last month, and talked loftily about several more
rate rises this year, it is clear that if they don't follow through and “deliver the goods”, the market is going to
throw a tantrum and probably tank the dollar. Already it is clear to everyone that the rate rise last month was
a disaster, and that if they follow through with more, they will end up with a catastrophic situation on their

hands. So, while they don't want to lose face and admit that they were wrong, it is must be becoming

obvious to them that they will create a much worse mess and end up looking like even bigger idiots if they

don't reverse course on this. The market has already figured this out, which is why the dollar is looking
shaky, but if they actually bite the bullet soon and do what they know they should and reverse course, or

even if they don’t but it becomes obvious to all that the market will eventually force them to, then the dollar
could tank. This is believed to be what underlies the ominous looking pattern in the dollar, which, if it delivers

a big drop as expected, will drive a strong rally in the Precious Metals.

So, let’s keep a close eye on the dollar, and in the meantime, we can buy gold and silver ETFs, with stops at

personally preferred levels, and the better gold and silver mining stocks too.
End of report.

Note that this article will be filed under ETFs in the Archive.

Posted at 10.00 pm EST on 26th January 16.
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