Technical Analysis: Gold

For uptrend to resume, price needs to recover back above
1250 soon.
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Gold’s bearish candle breaking the 1250 seems bearish ...
In our bottoming report, Technical Analysis: Gold. Has Gold reached an intermediate bottom?

Gold VIX is recovering from a spike...
price could drift further downward

Soon, if not now, we stuck out necks out and called a high probability bottom despite gold still
being in a downtrend. We picked 1250 and 1350 as 1% and 2™ upside targets based on data
available at that time. Since then, gold surged to a high of 1307, slightly more than halfway
between our two targets. Since that high was made, the technicals looked promising as a bull
flag was being formed in the last two weeks. However, gold dropped sharply on Friday after
January jobs data beat expectations, seemingly re-instilling confidence in those that have
been calling for the first Fed rate hike this year. The dollar surged as Treasury yields jumped,
knocking the yellow metal to 3-week lows.
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... but the media narratives can go either way.

At this part of the economic cycle, we believe we are technically still in a bull market, and any
signs that reinforce this idea will be a continued headwind for gold prices, including the recent
good job data in the US. However, at the same time, we note the long tailed upside risk as
gold being triggered as a store of wealth as well as a safe haven. For instance, skepticism
about the strength of the economy - pushing Fed rate hike expectations further into the
future, or continued bigger than expected willingness by various central banks to keep easing
monetary policies to fight off deflation, may cause investors to shift to gold to protect against
devaluing currency. At the same time, with Greece at risk again to being kicked out from the
Euro, will that cause more instability for the Euro? The chart by Sentix show that gold prices
are correlated with the market’s estimated probability of a Euro-Zone break up.

Technicals indicate a trading mentality at this point, with slight

downside bias.

Friday’s candle did quite a bit of technical damage, with RSls and MACDs showing no sign yet
of a reversal. However, gold price is sitting exactly on a significant support zone (1220-1240),
if that zone breaks; price is likely to continue its short term down move as indicated by the
daily MACD. On the other side of the coin, now is the moment of truth, for gold to resume its
uptrend to the next technical target of 1350, it must recover its position above the 1250
support turned resistance soon. Hence, short term traders have to see which way price
breaks out of due to gold being at an infection point. We also concede that the longer none of
the tailrisks occur - Euro break up fears, or sputtering global economies that trigger more
monetary easing - the greater the likelihood of a continued downtrend or consolidation.

Action:

For short term traders, look for support level of 1230 to break to trigger a sell, using 1180-
1200 as a downside target, or oversold levels on the RSI. But, a convincing up-move to
recover the 1250 level returns gold to an intermediate uptrend.

For the longer term investor, we think levels between 1000 and 1200 where we first wrote
our first report is where the market views as cheap. Consequently, the closer it gets there, the
more we can accumulate as a crisis or currency devaluation hedge.
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The following is a summary of the main points of our 12 Jan 2015 report.
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Recap from 12 Jan 2015: Gold down 33% since Aug 2012.

Time to go contrarian?

The first signs of the death of gold started back when gold was pushing $1800 back in August
2012. Since then, gold prices have dropped all the way down to 3 year lows of $1130 as
recently in November 2014 due to a combination of a strong USD, low levels of inflation, the
increase of risk appetite and a strong US economy that was pushing investor cash into
equities. Gold companies have made cuts over the past couple years, and have collectively
taken billions of dollars in write-downs. According to PWC’s Gold, silver and copper price
report 2015, their industry survey shows that only 20% believe gold price will increase in
2015, 20% are neutral, and 60% think prices will decrease. Yet, in terms of technical analysis,
the bottom of prices is always characterized by pessimism, is it time to go contrarian? We list
a couple of technical factors that hint that strength in the market is building within a long
downtrend:

1. Improving underlying technicals.
Gold priced has stabilized even through the USD has strengthened. A rising USD
usually applies downside pressure on commodities like gold. Resilience of gold price
in view of the strengthening USD is akin to increasing tension on a spring that adds
strength to the upside move when it eventually occurs in the future.

e Though nascent, gold miners price and breadth are slowly increasing their relative
strength. Stock prices can sometimes be affected first before the actual move of
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commodities as market participants are forward looking when making their
investment decisions. The slight uptick adds encouragement to the bottoming view.
e The bullish cross of the weekly MACD imply a potential upturn. Unless price
deteriorates sharply, causing technical damage that reaffirms the downtrend, the
bullish cross implies at least a short term upturn, and a potential intermediate
upturn that may last 1-2 months.

2. Gold commercials are hedging less at current prices.

Based on the Commitment of Trader’s report, “commercials” are defined as entity that is
commercially engaged in business activities hedged by the use of the futures or option
markets. Commercial positions are usually more long term in nature and less speculative.
The net futures position, since gold broke below 1400 in Apr 2013, has been significantly
less negative as compared to prior years. This leads me to believe on a fundamental level,
gold prices should start to see stability as the commercial market is not viewing current
future prices for gold as expensive, hence they are hedging a lot less.

3. Since June 2014, high yield bonds have been on the downtrend.

Although the S&P500 has been on an uptrend, the iBoxx High Yield Corporate Bond Fund
has actually decreased by 3% since June 2014. The divergence shows increasing risk
within the system, which is coherent with recent geopolitical happenings such as the
sharp fall in oil prices increasing the probability of defaults on oil exporting nations and
oil producers with high cost of lifting. Any increase of perceived risk may cause increased
gold prices capital looking for flights to safety.
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However, we do note that gold is technically on a downtrend, and based on the market
psychology of reflexivity or the feedback loop of cause and effect, downtrends can go on
longer than expected. That said, based on the reasons above, we note underlying strength
appearing within this downtrend. We are sticking our necks out with this call, as technically
speaking, there is still no weekly upside breakout signal and trends tend to continue, yet we
cannot ignore the improving underlying technical strength. Gold is also a crisis hedge if crude
oil continues to fall in price, creating geopolitical instability.

We think there is a good chance gold’s price should firm up again around current levels or
maybe slightly lower. If gold cycles up, the first upside target is likely 1250. A successful break
above this level signals completes a reverse head & shoulders pattern that started in Sep
2014 and implies a further technical upside target of 1350.
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Important Information
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immediately. Phillip Securities Research shall not be liable for any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research has no reason to believe are unreliable and
any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based on such information and are
expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this information and no
representation or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or should be relied upon as
such. Any such information or Research contained in this publication 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. In no event will 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 preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special, direct,
indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility from any
person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final investment decision and accept all
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or other materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material 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 publication 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 publication 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 publication has been
made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this material is
suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this publication 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 research 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 preparation or 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 preparation or issuance of this report, may have participated in or invested in transactions with the
issuer(s) of the securities mentioned in this publication, 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 preparation or 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 publication.

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 preparation or 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 preparation or issuance of this report, may at any time engage in any of the above activities as set out
above or otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this
publication. 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 preparation or issuance of this report, which is not reflected in this material,
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 preparation or 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 preparation or issuance of this report, may have issued other material that is inconsistent with, or reach
different conclusions from, the contents of this material.

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. Section 27 of the Financial Advisers
Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-NO1) do not apply in respect of this publication.

This material 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 material may not be suitable for all investors and a person receiving or reading this material 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.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document.
This report is only for the purpose of distribution in Singapore.
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