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BIG GOLD
Big Pro�ts from the Gold Bull Market

Volume III, Issue 6 / June 2011

3rd Annual Summer Buying Guide

Dear Reader,

What do you suppose is the #1 question I’m asked?

It’s not just me; every gold analyst is invariably asked the 
same thing. It pervades investment articles and TV business 
shows. It’s discussed at conferences and a topic on every 
attendee’s mind. You’ve wondered it yourself. And if you 
haven’t, I guarantee you’ll want to know the answer.

“Is now a good time to buy gold?”

The question might be phrased in different ways – what will 
happen next… if precious metals will correct further… if 
they’re about to take off… if we’re personally buying right 
now. But underlying them all is a yearning for the answer to 
the ultimate question: should I buy now?

On the one hand, it’s not a question that shouldn’t be 
asked. The prudent investor doesn’t buy any investment 
haphazardly, and as a consumer, you shop around for the 
best price on a car or an insurance product. 

On the other hand, it’s a question that ultimately can’t be 
answered like our psyche craves. None of us want to buy and 
watch the price fall further – and yet, no one knows exactly 
what will happen next (and if they claim to, we’d run the 
other way).  

So what’s the solution?

After watching gold and gold stocks every day for six 
years, I’ve come to the conclusion there are only two viable 
methods to deal with the dilemma.

Buy after any big sell-off. 

If you’re confident in the long-term outlook for gold and 
silver, then a correction is nothing but a sale on something you wanted to 
buy anyway. Even if prices temporarily fall lower, you significantly reduce your risk by buying after big 
pullbacks. And, of course, increase your ultimate margin when you sell.
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Here’s a practical example. Let’s say you bought one tranche every summer of GDX (Market Vectors Gold 
Miners ETF) – but only after the fund fell at least 12% from its May high, something it’s done every year 
since inception. Here’s what your purchases would look like:  

 
Knowing this tells us a similar correction this year would not only be normal but that it’s highly likely we’ll 
have the opportunity to snag a good price. And with GDX currently selling at $56.62, you can see how 
profitable your position would be from buying only once a year and following one simple rule. 

Also notice that the low for this fund never occurred in June, only in July and August (something to keep 
in mind if you’re considering adding this index to your portfolio). 

This kind of knowledge gives us power. And we present similar price data below on every stock in our 
portfolio, plus gold and silver. 

Buy in Tranches 

The second solution for balancing risk and reward is to stagger your purchases. The goal of buying in 
tranches is to gain exposure now in case an asset takes off, but also to provide ammunition for further 
purchases if the price falls lower after your initial order. It’s also a reminder to not go “all in” at once. 

Having enough tranches comes from regularly contributing to your cash savings, and from taking profits, 
which we hope some of you were able to take advantage of last month.

Again using our example of GDX above, you can see that buying a second tranche after the first one at 
12% off – possible every year but one – would have lowered your cost basis, and in some cases substantially. 
Leaving yourself a tranche for the next correction gives you the power to snag a high-quality asset at a bargain 
price.

Yes, this strategy can be frustrating when prices are rising and you don’t have the exposure you ultimately 
want, but the point is to not expose yourself to unnecessary risk. A good example is the recent email I 
received from a new silver buyer when the price was in the high $40’s last month… it was apparent he’d 
jumped in with both feet, leaving himself no funds for later purchases. If he’d instead bought only one 
tranche, he’d now have the chance to buy at current levels, lowering his cost basis and leaving him feeling a 
lot better about his purchases. 

I think you’ll be very happy this time next year with buying three tranches over the next three months of a 
precious metal asset you’ve got your eye on.

So, is now a good time to buy? Well, our sector saw a healthy correction in May – but is more coming? Will 
we get the opportunity to put these two strategies into practice? Let’s take a look at some data…

http://my.caseyresearch.com/displayBgd.php?id=62#a4
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Buying Opportunity Ahead?
Want to venture a guess at the weakest month for the gold price? 

 
In the current 10-year bull market, June has seen the lowest average return for gold and thus has been one 
of the best times to buy.   
 
 
You’ll see that in the bull market of the 1970s, summer was also a good time to buy gold. 
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Here’s a look at gold stocks, as measured by the AMEX Gold Bugs Index. Since 2001, June and July have 
been among the weakest months and thus one of the best times to buy. 

 
In spite of last month’s correction, this data signals that we’re just now entering the seasonally weak period. So 
don’t be surprised if we see further price weakness over the next few months. 

Obviously, these are price tendencies and not certainties; there were Junes when gold was up, and some 
Julys when gold stocks rose, so don’t use these charts for trading purposes or in anticipation of an imminent 
gain. Instead, use these “trendencies” to add to your holdings if they materialize, positioning yourself for the 
next leg up in the bull market. 

What are the odds of a further correction in gold and gold stocks this summer?  

With only two exceptions since 2001, every stock in our portfolio, in every summer, has moved lower 
from its May high, including gold and silver (Yamana and Goldcorp stayed above their May highs in the 
summer of ‘05). There’s no guarantee this summer won’t be the exception, but the track record is hard to 
ignore.

With that in mind, we’ve updated our annual Summer Buying Guide to help answer the question of when 
to buy. 

How to Read and Use the Charts
Our buying guide is based on a simple premise: gold and gold stocks tend to perform well through May 
and then pull back during the summer. This year, gold peaked on May 4 and silver on April 28 (based on 
London PM fix pricing). Generally, gold and silver stocks topped in mid-April.
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How much do they pull back? For each company, plus gold and silver, we calculated the smallest, average, 
and biggest retreats from the May high to the summer low ( June, July, or August) in each year of our 
current bull market (2001 through 2010). The result is a chart that displays potential buying zones. 

Here’s how to read the charts: 

1.	 The first bar is the May 2011 high, our reference point. 

2.	 The second bar shows the asset price if it matched the smallest percentage drop from its May high 
to its summer low in the current bull market. For example, gold’s smallest decline has been 2.2%, 
which, subtracted from this year’s May high, gives us a price of $1,506.74.

3.	 The third bar shows the price if it equaled the average percentage drop from its May high to its 
summer low. For gold, the average drop over the last ten years is 8.6%, which would take the price 
to $1,407.53.

4.	 The fourth bar shows the price if it reached the biggest percentage drop from its May high to its 
summer low. Gold’s largest summer drop was 21.7%; applied to the May high would take it to 
$1,205.17. 

How to Use the Charts 
First, the charts don’t give us exact buy points. Rather, they provide a relative sense for when prices might 
be reaching good entry points. 

They also provide some perspective. A 10% drop in your favorite company might be cause for concern – 
but if the average summer drop was, say, 15%, you’ll recognize the pullback as normal and might consider 
buying.  

Although gold and silver corrected in May and have since rebounded, we’d wait for another dip before 
buying. For gold and silver stocks, keep in mind their highs occurred in April, meaning we might consider 
buying one tranche below their respective smallest drops in price if you’ve set aside sufficient cash for a 
second tranche. If the general markets tank, a risk we think is real, odds are our sector will temporarily sag 
(see last month’s issue for our reasons why). However, it’s unlikely we’ll match the biggest percentage drops 
this summer, so we think prices near each company’s “average” decline are very attractive entry points. 

To get the price you want, and to avoid constantly monitoring your stocks, we recommend placing limit 
orders only and let the market come to you. Remember: these prices were reached anytime between now and 
the end of August, so give your bids time to work. 

Want to get paid to buy your favorite stocks? If you’re an experienced investor and familiar with options, 
you might consider selling a put option for each stock you like with a strike price at a price you’d gladly buy. 
You’d collect a premium, along with the opportunity to buy what you want at the price you want to pay. 

[Writing options is not risk-free. If you consider this type of investment, make sure you understand all your 
risks. See our Special Report, Short Course in Futures and Options.]

Last, we don’t advise exhausting your cash reserves with summer buying. Until the mania is underway, or 
price inflation becomes rampant, we recommend keeping some Grants and Franklins in your brokerage 
account. 

http://my.caseyresearch.com/displayBgd.php?id=70#a1
http://www.caseyresearch.com/pdfs/1222348940-Short_Course_in_Futures_and_Options.pdf
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Buy Zones for Gold and Silver 



BIG GOLD    JUNE 2011  7

Buy Zones for Gold Stocks 
 
[All symbols and stock prices are U.S., except for Alamos and Franco-Nevada. Note that figures are 
calculated from the second decimal point, meaning the prices listed in the bars are precise, while the 
percentages listed are only to the first decimal point.] 
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We’re leaving Kinross on Hold because there’s no urgency to buy the stock; company-changing production 
growth won’t kick in until late next year and early 2013. We’re including the chart, though, because we 
know many readers hold the stock. If you don’t own KGC, we’d be interested in picking up shares if it fell 
near or below its average decline, a price it hasn’t seen since the 2008 selloff and a true bargain. 
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We’re returning Minefinders to a Buy. If you were able to take profits last month, look to redeploy some of 
those funds back into the stock this summer. We’d advise buying one tranche below its smallest summer 
decline, and a second at or below its average.  
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We’re returning Randgold to a Buy, as the situation in Côte d’Ivoire, though not perfect, is slowly returning 
to normal. Further, management recently increased the dividend, a positive sign about their financial 
standing; and the CEO announced they plan to hit one million ounces of annual production by 2014, more 
than double last year’s total. For GOLD, we’d shoot for a tranche at or below $70.  

http://finance.yahoo.com/blogs/breakout/randgold-resources-top-1-million-ounces-2014-ceo-132721743.html?sec=topStories&pos=9&asset=&ccode=
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Buy Zones For Silver Stocks 
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CHANGE IN RECOMMENDATION: HOLD. As we went to press, the outcome of the election 
in Peru was finalized, with leftist candidate Ollanta Humala getting the victory. This definitely increases 
the risk to Pan American Silver, as 28% of current production and 43% of Reserves comes from the 
country. Humala campaigned on the promise to share the mineral wealth with the Peruvian people 
“without frightening investors,” but his victory speech in Spanish was full of new state enterprises, taxes, 
and handouts, not a good sign. What appears most likely is a windfall profits tax, something PAAS could 
survive, but until we see what he actually proposes it’s important to take a more prudent approach and not 
buy more shares at this point. We’re including the chart since the data could be useful for those of you that 
own the stock and since it’s possible we could buy again later. Keep in mind, however, that if things get 
ugly in Peru we may be forced to sell, especially if there were problems with Navidad in Argentina getting 
permitted. We’ll have more to say on the portfolio page when management issues a press release. 

I hope this year’s Guide will help answer the question of when to buy, and as a result, increase your 
profit margin so that when the day comes to sell at much higher prices, you’re smiling widely at your 
brokerage account. 

Jeff Clark, Senior Editor

 
P.S. We expect many International Speculator picks to hit bargain prices this summer – and in turn bring 
us mouth-watering gains over the next 12 months. If you want the opportunity to see a double in some 
of your stock holdings within one year, try the best letter in the industry for mining speculation, Casey’s 
International Speculator.

http://www.caseyresearch.com/crpmkt/crpSolo.php?id=217&ppref=CSR217NL0611A
http://www.caseyresearch.com/crpmkt/crpSolo.php?id=217&ppref=CSR217NL0611A
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BIG GOLD PORTFOLIO

Click here to enlarge

http://www.caseyresearch.com/images/PortfolioTableJune2011_lg.png
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The Casey Research web site, Casey’s Investment Alert, Casey’s International Speculator, BIG GOLD, Casey’s Energy  
Confidential, Casey’s Energy Report, Casey’s Energy Opportunities, The Casey Report, Casey’s Extraordinary Technology,  
Conversations With Casey, Casey’s Daily Dispatch and Ed Steer’s Gold & Silver Daily are published by Casey Research, LLC.  
Information contained in such publications is obtained from sources believed to be reliable, but its accuracy cannot be  
guaranteed. The information contained in such publications is not intended to constitute individual investment advice and is  
not designed to meet your personal financial situation. The opinions expressed in such publications are those of the publisher and are subject to change without notice. 
The information in such publications may become outdated and there is no obligation to update any such information.

Doug Casey, Casey Research, LLC, Casey Early Opportunity Resource Fund, LLC and other entities in which he has an interest, employees, officers, family, and associates 
may from time to time have positions in the securities or commodities covered in these publications or web site. Corporate policies are in effect that attempt to avoid 
potential conflicts of interest and resolve conflicts of interest that do arise in a timely fashion.

Any Casey publication or web site and its content and images, as well as all copyright, trademark and other rights therein, are owned by Casey Research, LLC. No 
portion of any Casey publication or web site may be extracted or reproduced without permission of Casey Research, LLC. Nothing contained herein shall be construed as 
conferring any license or right under any copyright, trademark or other right of Casey Research, LLC. Unauthorized use, reproduction or rebroadcast of any content of any 
Casey publication or web site, including communicating investment recommendations in such publication or web site to non-subscribers in any manner, is prohibited and 
shall be considered an infringement and/or misappropriation of the proprietary rights of Casey Research, LLC.

Casey Research, LLC reserves the right to cancel any subscription at any time, and if it does so it will promptly refund to the subscriber the amount of the subscription 
payment previously received relating to the remaining subscription period. Cancellation of a subscription may result from any unauthorized use or reproduction or 
rebroadcast of any Casey publication or website, any infringement or misappropriation of Casey Research, LLC’s proprietary rights, or any other reason determined in the 
sole discretion of Casey Research, LLC. 

Affiliate Notice: Casey Research has affiliate agreements in place that may include fee sharing. If you have a website or newsletter and would like to be considered 
for inclusion in the Casey Research affiliate program, please email us at http://www.caseyresearch.com/affiliate/. Likewise, from time to time Casey Research may 
engage in affiliate programs offered by other companies, though corporate policy firmly dictates that such agreements will have no influence on any product or service 
recommendations, nor alter the pricing that would otherwise be available in absence of such an agreement. As always, it is important that you do your own due diligence 
before transacting any business with any firm, for any product or service.  © 1998-2011 by Casey Research, LLC.

Intensely Curious, Focused on Facts


