Technical Analysis: Gold

Buy the dips

COMMODITY | GOLD | TECHNICAL ANALYSIS

e Both Gold and Silver have broken out of their respective range simultaneously to the
upside with great momentum

e A bottoming process might be forming here as the RSI rebounded back above the 30
oversold region

¢ Hold firm on our belief that Gold and Silver have entered into a new bull market

Gold suffered huge losses after the 1300 critical support gave way on 04 October 2016,
triggering all the stop losses below it. As a result, Gold was flushed down 5% to a low of
1241 within 4 days where it consolidated subsequently.

Nonetheless, from a wider perspective, we believe that Gold is only in the midst of a
correction phase to the healthy bull market that just started in December 2015. The 8 year
cycle, 200 Moving Average and Gold Silver ratio studies have shown that Gold has already
turned into a bull market.

With that in mind, the current correction presents a good buying opportunity to hop back
on-to the uptrend. Buying the dip should be the current strategy for Gold and Silver and
that led us to take a deeper look into the past 10 year Relative Strength Index (RSI)
performance to optimally time the market.

Relative Strength Index performance

We did a study on the RSI, specifically to spot buying signals when the RSI rebounds back
above the 30 level after dipping into the oversold region. A RSI reading above 70 indicates
overbought territory while a RSI reading below 30 indicates oversold territory.

For this study, we analysed the data going back to 2006 where Gold and Silver experienced
both Bull and Bear market.

Entry criteria:
1) Wait for an oversold period, RSI below 30

2) A buy entry would be triggered after the RSI closes back above the 30 oversold
region

3) The return is calculated as the difference between the respective highs to the

close of the signal bar

During the booming bull market from 2006 - 2008, the RSI did not even tested the 30
oversold region. The lowest it tested was the 33.67 area and the average oversold region
hovered around the 35.50 area.
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Tradable instruments:

SPDR GLD US$ - (SGX:087)

SPDR Gold Trust — (AMEX:GLD)

SPDR Gold Shares (GLD) is an exchange-
traded fund (ETF) that offers investors an
innovative, relatively cost efficient and
secure way to access the gold market.
SPDR Gold Shares are intended to offer
investors a means of participating in the
gold bullion market without the necessity
of taking physical delivery of gold, and to
buy and sell that interest through the
trading of security on a regulated stock
exchange.

GLDUSD (Phillip Futures)

Ishares Silver Trust — (AMEX:SLV)

The Ishares Silver Trust (SLV) is an
exchange-traded fund (ETF) that seeks to
reflect generally the performance of the
price of silver

SLVUSD (Phillip Futures)

CNMC Goldmine Holdings Limited

Jeremy Ng (+65 6212 1857)
Investment Analyst
jeremyngch@phillip.com.sg
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Chart 1. Gold (Daily chart)
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Once the RSI hits the oversold region again after a bull market, it tends to signal a trend
reversal, suggesting the prior uptrend might be weakening.

A bottom tends to emerge after a few tests of the oversold region where it presents the
optimal location to reposition back into the uptrend

The bottom showed itself after the third attempt where it rebounded off the oversold
region in October 2008 where it embarked into a whole new raging bull market until 2011.

Once again, during the whole period since 2011, the RSI has never tested the 30 oversold
region. The lowest it tested was 30.58 which only happened once while the average for
the oversold region was around 37.00 where the rebound signalled ample opportunities to
rejoin the uptrend
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Overall, the return during the bull market ranged from 3.44% to 36.71% and the average
was 15.88%.

VanEck Vectors Gold Miners ETF —
(AMEX:GDX)

The VanEck Vectors Gold Miners ETF seeks
to replicate as closely as possible, before
fees and expenses, the price and yield
performance of the NYSE Arca Gold Miners
Index. The Index in intended to track the
overall performance of companies involved
in the gold mining industry.

The NYSE Acra Gold Miners Index is a
modified market capitalisation weighted
index primarily comprised of publicly
traded companies involved in the mining of
gold and silver.

VanEck Vectors Junior Gold Miners
ETF — (AMEX:GDXJ)

The VanEck Vectors Junior Gold Miners ETF
tracks a market cap weighted index of
global gold and silver mining firms,
focusing on SMALL-CAPS.

GDXJ covers precious metals mining firms
below the market cap cutoff for GDX.

Its portfolio sometimes has more market
risk due to the risker nature of these
smaller miners.
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On the flipside of the equation, the performance of the RSI provided less appealing signals
during a downtrend since Dec 2012 where the return ranged from 0.53% to 21% and the
average return stood around 6%.

2011 Market Top

Price tend to underperform using the RSI signals k1900
when it is moving in a downtrend
P 1800

"L‘r"-“w—t@:‘-h_H N
7, ""‘!llql : 1600
") i
Gold 2011 - 2013 ﬁl M \"‘1'\""&[ i
Bear market i A I e

1200

RSI

100

M . ol , peo
I Y
My e e AN Y
| 1 \‘f 20
Highlighted areas represent the oversold periods

oy EhEE S S“’ (el oes e veezie s M

F0

XAU Curncy (Gold Spot $/0z) gold rsi Daily 215EP2011-02NOV2016 Copyrights 2016 Bloomberg Finance L.P. 02-Nov-2016 15:14:05
Chart 3. Gold (Daily chart)

Gold 2013 -2016 o transitioning in a new uptrend as the

Bear market recent upswing took price up 30% from the Dec 2015 low b 1400

" 30% move ‘tﬂ "1",& ho k1350

" ¥ (R

f . ~ Riz9ed
¥ WAL
f (1 ‘p_ | L 2713

Wy

1200

P 1150
\ " The RSI signal successfully 100

caught the bottom reversal
here in Dec 2015. F1050

AT AN TAN TN o gy

Highlighted areas represent the oversold periods

Mar Dec Jun, Sep Mar Jun Sep
4| 2014 L a 2016
XAU Curncy (Gold Spot  $/02) gold rsi Daily 21SEP2011-02NOV2016 Copyright 2016 Bloomberg Finance L.P, 02-Nov-2016 15:26:59

Chart 4. Gold (Daily chart)

Source: Bloomberg

In summary, this RSI method managed to catch the bottom for gold when it enters into a
deep correction.

e -25% correction in 2006 followed by a 90% recovery.
e -34% correction in 2008 followed by 180% recovery.

From the above results, we can see that the RSI performed better at catching bottom after
a prolonged period of correction and performed mediocrely when Gold is stuck in a
downtrend. For a sturdy up trending market, it would be wise to buy the dips when the RSI
reversed from the range of 35.50 — 37.00.
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Hence by looking at the current price action, Gold offers a good buying opportunity. The
sharp sell off since 04 October 2016 took the RSI down with it where it hovered below the
30 oversold region for 9 days. The lowest RSI reading during that period stood at 22.93.
Eventually, buyers prevailed and successfully lifted the RSI back above the 30 oversold
region on 18 October 2016 gesturing the first bottoming sign. Moreover, the bullish follow
through that came along effectively broke and close price above the 1277 range high and
200 day moving substantially on 01 November 16, further confirming the bullish intent and
bottoming process. We believe that Gold has highly likely formed another Higher Low (HL)
point on 01 November 2016 off the 1265 area and price should continue to swing higher
from here on to target the 1375 resistance area next. Our long term target for Gold
remains unchanged at 1920.
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Chart 5. Gold price action (Daily chart)

Source: Bloomberg

Silver

Silver is also showing the same kind of bottoming sequence as the RSI recently recovered
back above the 30 oversold region on 10 October 2016. Additionally, the bullish breakout
above the 17.82 range high and 200 day moving average happened with accelerating
momentum on 01 November 2016.
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Chart 6. Silver price action (Daily chart)
Source: Bloomberg

Likewise for Silver, we believe that the 06 October 2016 lows successfully established itself
as another Higher Low point where higher prices should be expected. The next likely target
for Silver would be the 20.00 resistance area followed by 21.14 resistance area.

Related Reports:
Technical Analysis: Gold — Limited downside and it’s time to start loading up

Technical Analysis: Gold — The recent rally might be fading off for now

Technical Analysis: Gold — The CYCLE BOTTOM is in

Technical Analysis: Gold — More signs of a cyclical bottom
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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