Commodities in general and oil and gold specifically have rallied very
strongly of late. They are now overextended and appear susceptible to
corrective action over at least the short term time frame.

Since July, which is a mere three month time frame, gold has rallied over
$100 an ounce or approximately 16.5%. That’s a pretty healthy gainin a
short amount of time, which is why the slope of the chart below is as steep
asitis.

Notice that the bottom trend line has been broken below. This suggests that a
short term correction may be forthcoming. Support based on a standard 50%
retracement gives a price level around $700.00
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Oil has had an even stronger rally than gold. Since August it has gone from
$68.63 to $82.40 for a gain of approximately 20%. Regarding oil there are
two external factors that may weigh in on the price structure.

Recently during oil’s rise, WTIC was trading in backwardation, meaning
that prices for oil three to four months out in time were trading for $2 dollars

in price. When the price of oil rises and the backwardation narrows as it
has, it usually means a correction is coming. Notice the trend line has been
broken.

Lastly, Mr. Ahmadinejad, Iran's President, spoke in New York — stating that
Iran has no plans for aggressive actions towards any country, including



Israel. He added that Iran’s only interest is to maintain a defensive posture,
not an offensive one. Regardless if Mr. Ahmadinejad meant what he said —
he said it on the world stage for all to hear and will be held accountable
accordingly.
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| disagree with those who say that gold and oil are about to collapse into
bear markets, predicting $40 dollar per barrel oil and $450 gold. Perhaps this
may come to pass, but the charts do not say so — regardless if one is making
up their own charts and metrics to go with them.

The charts will give ample warning prior to any such event. As a matter of
fact they are already giving a warning, but to a much lesser degree than



envisioned by those peering into crystal balls. Strong support resides around
the $75-$73 area.

Those calling for the collapse of oil and gold seem to have been a bit off on
their rise to new highs — both in points and time. A correction is due, it is
healthy for bull markets to correct and shake out the weak hands.

All that matters is that higher highs and higher lows are sustained, as that is
what makes a bull market rise from the lower left to the upper right of the
chart. A correction is most likely; a collapse — most improbable.

Come visit our new website: Honest Money Gold & Silver Report
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About the author: Douglas V. Gnazzo writes for numerous websites and his work appears both here and abroad. Just recently he
was honored by being chosen as a Foundation Scholar for the Foundation for the Advancement of Monetary Education (FAME).

Disclaimer: The contents of this article represent the opinions of Douglas V. Gnazzo. Nothing contained herein is intended as
investment advice or recommendations for specific investment decisions, and you should not rely on it as such. Douglas V.
Gnazzo is not a registered investment advisor. Information and analysis above are derived from sources and using methods
believed to be reliable, but Douglas. V. Gnazzo cannot accept responsibility for any trading losses you may incur as a result of
your reliance on this analysis and will not be held liable for the consequence of reliance upon any opinion or statement contained
herein or any omission. Individuals should consult with their broker and personal financial advisors before engaging in any trading
activities. Do your own due diligence regarding personal investment decisions. This article may contain information that is
confidential and/or protected by law. The purpose of this article is intended to be used as an educational discussion of the issues
involved. Douglas V. Gnazzo is not a lawyer or a legal scholar. Information and analysis derived from the quoted sources are
believed to be reliable and are offered in good faith. Only a highly trained and certified and registered legal professional should be
regarded as an authority on the issues involved; and all those seeking such an authoritative opinion should do their own due
diligence and seek out the advice of a legal professional. Lastly Douglas V. Gnazzo believes that The United States of America is
the greatest country on Earth, but that it can yet become greater. This article is written to help facilitate that greater becoming.
God Bless America.
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