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INTRODUCTION & DISCLAIMERS 
 
This is Jay Taylor speaking for Taylor Hard Money Advisors (“THMA”), publisher of  
J Taylor’s Gold, Energy & Tech Stocks newsletter as of February 12, 2010.     Our weekly 
telephone Hotline messages are normally recorded after the close of business as early as Friday 
night or as late as Saturday afternoons unless otherwise notified.  
 
As always, all monetary quotes mentioned in this Hotline message are in U.S. dollars unless otherwise 
noted. The opinions expressed in this message are those of Jay Taylor only and they do not necessarily 
represent the opinions of Taylor Hard Money Advisors, Inc., the publisher of J Taylor’s Gold, Energy 
& Tech Stocks.  The management of THMA may, from time to time, buy and sell shares of the 
companies recommended in J Taylor’s Gold, Energy & Tech Stocks newsletter and in this Hotline 
message. No statement or expression of any opinion contained either in this Hotline or in J Taylor’s 

Gold, Energy & Tech Stocks  newsletter constitutes an offer to buy or sell the securities mentioned herein. 
 

Our Philosophical Approach to Investing, Business, & Life in General 
 

“Come now, you who say, ‘Today or tomorrow we will go to such and such a town and spend a year there, doing business and making 
money.’ Yet you do not even know what tomorrow will bring. What is your life? For you are a mist that appears for a little while and 
then vanishes. Instead you ought to say, ‘If the Lord wishes, we will live and do this or that.’  As it is, you boast in your arrogance; all 
such boasting is evil. Anyone, then, who knows the right thing to do and fails to do it, commits sin.”  (James 4:13-17) 
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Jay Taylor’s Upcoming Speaking Events 
 
Prospectors & Developers Conference – March 7-10 – Metro Toronto Convention Centre – South Building 
Wealth Protection Conference – March 26 & 27 – Phoenix Arizona 
Calgary Resource Investment Conference – April 10 & 11 – Telus Convention Centre 
May 10-11 – New York Hard Assets Investment Conference – New York Marriott Marquis 
World Resource Investment Conference – June 6 & 7 – Vancouver Convention Centre 
 

 

Chen Lin has turned $5,400 in January 2003 into $480,000 by September 30, 
2009. Chen usually sends out two or more short, succinct and well reasoned 
buy and sell recommendations to his paid subscribers. Call Claudio Bassi for 
more information at 718 457-1426 

 

TRADER ROG (Roger Wiegand) has had a red hot hand with winning commodity and financial 
market trades. Check out Roger’s work at WWW.TRADERTRACKS.COM Call Claudio Bassi for more 
information on Rogers letter at 718 457-1426. 

 

  Go to http://goldmoney.com/?gmrefcode=jtgts for more information and to read James Turks 
weekly essays. GoldMoney is your editor’s Preferred way to buy and hold gold. 
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This Week on Turning Hard Times into Good Times 
 

Past Guests 
 
G Edward Griffin - Marc 
Faber - Rep. Ron Paul - Pat 
Gorman - Dr. Robert McHugh 
- Bob Hoye- Ian Gordon - 
Catherine Austin Fitts - 
Michael Shedlock - Michael J. 
Panzner Rep. Joseph 
DioGuardi - J. M. Schuler - R. 
Barclay –Hawthorne Gold - I. 
Hibbard (Pelangio) - Frank 
Holmes - Ellen Brown - 
James Turk - Richard 
Maybury - Arch Crawford - 
Peter Grandich - Dave 
Morgan - David Wolfin – 
Coral Gold - John Williams- 
Economist - Dale Ginn (San 
Gold)- Lou Scatigna – Robert 
Prechter --Sean Broderick – 
Gary Freeman (Pediment 
Exploration), Rob Kirby, John 
Perkins, Trace Meyer, Bill 
Laggner, Ken Duffy, Ian 
MacDonald, Dr. Suzanne 
Zentner, Brent Cook and Dr. 
Hugh Ross, David Tice & 
John Hathaway, Dr. John 
Mark-Staude (Riverside), 
Chris Crupi (Paramount Gold 
& Silver), Alan T. Charuk 
(CBM Asia), Frank 
Callaghan, Barkerville Gold, 
We have many more exciting 
guests to come including. 
Listen to any of these past 
shows on our archives at 
www.JayTaylorMedia.com 
including John Pekins and Ian 
Gordon to come.  
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Why Dow 1,000 Is Not a Silly Number 
 

Ian Gordon was the guest on Turning Hard Times into Good Times on Tuesday, February 9. Ian 
explained why he thinks we are inevitably heading toward a deflationary collapse of the U.S. 
and global economies and why current policies are leading America into even more difficult 
times. Ian also explained why he is projecting a $4,000 gold price to go along with a 1,000 Dow 
Jones Industrial Average. He also talks about the decline of the West and the ascent of China 
and the Far East. You can listen to Ian’s remarks on Turning Hard Times into Gold Times at:  
http://www.voiceamerica.com/voiceamerica/vepisode.aspx?aid=44392. 

 
 
Ian was also on Bloomberg 
Television on Friday, 
February 12, delivering a very 
similar message. It is 
gratifying to me that Ian, 
whom I consider to be one of 

my best friends, is finally gaining some much deserved mainstream media attention for his work. Ian has 
become a good friend of mine since 1998, when he and I began reading each other’s work. Ian has had a very 
profound impact on my thinking toward the deflationary camp in the great inflation/deflation debate. You can 
watch listen to Ian’s comments on Bloomberg Television at the following link:  
http://www.bloomberg.com/avp/avp.htm?N=adviser&T=Gordon%20Sees%20Dow%20Jones%20Average%20
Falling%20to%201%2C000%20on%20Debt&clipSRC=mms://media2.bloomberg.com/cache/vyv1mv2QZBng.
asf 
 

As Gold Rallies with the Dollar, Keep Your Eyes Peeled on the “Real” Price of Gold  

 
With the euro having problems this week, the dollar gained strength. But it’s no longer the case that when the dollar rises 
in value, gold goes down. Why not? Because the world is becoming increasingly aware that fiat money is immoral and a 
curse. It is not, for the most part, a conscious realization. But it is a realization nonetheless, because, just as has been true 
for centuries, those people begin to demand gold (and silver) as a store of value. People realize without thinking much 
about it that gold and silver have intrinsic value and as such can be used in barter. By contrast, people look at paper 
money or electronic digits on a computer that supposedly represents wealth and they know instinctively that form of 
money is a hoax. The con job lasted a long time. But, I sincerely believe it is rapidly coming to an end.  
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A measure of gold’s actual rise in the hearts 
and minds of people as money can be seen 
from the chart on your left. By now this is a 
familiar chart to most of you. Thanks to 
Bob Hoye, the concept of a real price of 
gold has become very important to me, as 
one who analyzes and invests in gold 
mining companies. It is important, because 
as the “real” price of gold rises, it means 
profit margins should, on average, also be 
gain for producing gold mining firms. And 
for those that are building ounces in the 
ground, those properties of course also 
become more valuable with gold’s real 

price increase.  
 

But a rising ratio of Gold/Rogers Raw Materials Fund is also a measure of gold’s importance as money. A few years back 
when I interviewed Jim Rogers in my monthly newsletter, he used to like to kid me all the time that  lead would be more 
valuable than gold. Rogers, who is an inflationist, could not see gold as money, and I don’t think he yet understands that 
concept. Or perhaps he is “getting it” now, since gold has risen sharply, relative to his fund since the Lehman Brothers 
collapse. As the chart above shows, commodities overall have not held up nearly as well as gold has since September 
2008. The latest reading shows that an ounce of gold will now buy 36% of the Rogers Raw Material Fund, whereas in the 
summer of 2008 an ounce of gold would have purchased only 15% of the fund.  
 
The Rogers Raw Materials Fund is comprised of oil and gas products, wool, cotton, food commodities, and base metals, 
and it does have a small amount of silver and gold in it. As Jim Rogers explained to me when I spoke with him, the 
Rogers Raw Materials Fund was intended to measure the cost of staying alive. Most of the world is having a tougher time 
in their efforts to stay alive. People who traded their phony fiat money in for the real thing—for gold—are doing much, 
much better than if they had traded fiat currency in for oil or gas or base metals or food commodities. Most of those items 
do better when the world is prospering. The world is by no means prospering now. It is a shrinking pie and with that 
shrinking pie, financial assets are becoming increasingly strained, as the world’s ability to service debt and thus keep fiat 
money alive is rapidly declining. And so, asset money—money comprised of gold and silver—is thriving. The next time 
someone tries to tell you that buying gold or silver is foolish because it doesn’t pay you any interest, not only can you 
respond by telling them that fiat money isn’t paying much interest these days either, but you can also show them that they 
would have had to earn one heck of a lot of interest just to stay even with gold’s appreciation.  
 

It may make sense to spell it out again, as Aristotle did many centuries ago. Why is it that people have, for centuries, 
instinctively selected gold as money?  

 

What Makes Gold Money, According to Aristotle 
 

1. It is Durable – That’s why we don’t use wheat. 
 

2. It is Divisible – That’s why we don’t use diamonds. 
 

3. It is Convenient – That’s why we don’t use lead. 
 

4. It is Constant – That’s why we don’t use real estate. 
 

5. It has Intrinsic Value  – That’s why we don’t use paper! 
 
Why is silver the second-best money? Some people would argue that it is the best money but if that were true, 
aboveground silver value would be much larger than the aboveground gold value. Setting that aside, I think the reason 
silver is second only to gold as money can be found in factor #3 above. Silver is much less convenient than gold, as 
money. You have to carry a heck of a lot more of it around to buy yourself a suit of clothes. And the reason for that is that 
silver is much more plentiful in nature than is gold. 
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J Taylor's Model Portfolio  as of: 2/12/2010
Category Weight YTD Gain Tot Gain

Progress  "A" Gold Producers 19.77% -1.46% 111.28%

Speculative Mining Shares * 28.22% -1.56% 82.93%

Uranium Stocks 5.09% 1.43% -17.57%

Oil, Gas & Misc.Stocks 5.21% 3.82% 6.76%

Prudent Bear Fund  * 31.99% 1.10% -17.64%

Gold & Silver Cash (CEF) 9.72% -3.05% 80.86%

Rydex Inverse Long UST Fund * SOLD

J Taylor's Model Portfolio 100% -0.31% 228.41%

S&P 500 -3.55% -26.02%

J Taylor's Low Budget/Low Maintenance  
Portfolio (LBLMMP) from Jan 1, 2003 through 2/12/2010

Category Weight YTD Gain Total Value

World Prec Minerals Fund (UNWPX) 20.10% -4.54% 282.90$     

OCM Gold Fund 30.11% -7.65% 423.73$     

Prudent Bear Fund 29.76% 1.10% 418.74$     

Rydex Inverse Long UST RYJUX SOLD -1.61% -$           

Gold & Silver Cash (CEF) 10.21% -3.05% 143.64$     

Van Eck Nuclear Energy ETF 9.82% -6.75% 138.16$     

J Taylor's LBLMMP Portfolio 100.00% -5.03% 1,407.17$  

S&P 500 -3.55%  

 
The point of this discussion is to show that there are very logical reasons for the market returning to gold as money and 
for politicians being ultimately powerless to stop this trend. To do so they would need complete control of our hearts and 
minds. The buggers in Washington and London have done a great job with their disinformation propaganda machine, to 
detach Americans from their senses. Like little robotic idiots, we have been asked to repeat after our teachers so we could 
“get it right” in our little blue exam booklets for a passing grade in Economics 101. Repeat after me, Johnny: “Gold is a 
barbaric relic. Gold is used as money by stupid, uneducated, unsophisticated people. Once they become advanced like us, 
they will learn to use sophisticated black box money products that will make them wealthy and stop polluting the 
environment.”   
 
Now that those “sophisticated black box” products have blown up in our faces and the world economy is about to implode 
as a result, market truths are once again exposing the political fraudsters for what they are. No, Jimmy, lead will not gain 
more than gold, at least not until we go back to some form of an honest monetary system that rewards work and 
productivity and weans us off fraudulent money that bids valuable resources away from their productive use. If we return 
to honest money, Mr. Rogers may be right in saying lead will gain, vis-à-vis gold. Until then, over the long haul, I’m 
betting on gold.  

Be Prepared for a Revolution in the Making? 
 

I’m not sure where I found this or who wrote it. Perhaps someone reading this will recognize the source and help me out. 
But it is outlining the situation in America so well now that I had to pass it along to you. This is the stuff from which 
revolutions are born. Americans are really, really saying now, “I’m as mad as hell and I ain’t going to take it anymore.”  
 

“So this leaves Americans contending with debt amounts that no longer reflect the value of their underlying asset. Yet the 
banking sector is now fully supported by the taxpayer. So with the current system in place, if banks do fail, taxpayers are 
on the hook. The Fed has set up the perfect trap for middle class Americans. If average Americans decide to walk away 
from their underwater mortgages then the bill will be paid by taxpayers. After all, we are already told that the too big to 
fail by definition won’t fail. And the other option is to continue paying a mortgage on a home that is no longer worth its 
value. Many Americans simply cannot afford to do this. Do you notice how in no scenario the banks lose? This is another 
characteristic of the corporatocracy. And the FDIC, which insures bank deposits, is essentially insolvent:  

“And the FDIC backs $13 trillion in total assets with a fund that is insolvent! Now that is maximum leverage. And 
this is the crux of a fiat money system. The government can force it as legal tender but if the value continues to erode, 
people will begin questioning the system. It is only valuable to the point that people have faith in it. And right now, many 
Americans are losing faith in the system. 

http://www.mybudget360.com/banking-and-housing-payments-devoured-the-middle-class-income-%e2%80%93-1-out-
of-10-americans-on-food-stam ” 
 

Reasons to Pay Attention to Dr. Suzanne Zentner’s All-in-One Preparedness Site 
 

Dr. Suzanne Zentner will be on my radio show this-coming Wednesday between 3:30 and 4:40. Be sure to tune in to learn 
how you can prepare to protect yourself and your loved ones if the unexpected civil disorder and infrastructure 
breakdowns take place as has been true in so many other places, not to mention the ever present threat of natural disasters 
somewhere in our country almost every year. Go to www.allinonepreparedness.com and listen to Suzanne on Turning 
Hard Times into Good Times at 3:30 next week or listen to the show later, via archives.  

 

OUR MODEL PORTFOLIOS 
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New Buy Recommendation 

PMI Gold Corporation 
 

Business: Developing gold mining projects in Ghana  
 

Traded TSX:    PMV 
             Pink Sheets:   PMVGF 
             Frankfurt:   AOJMW7 
Shares Outstanding:   217.3 million* 
             Fully Diluted:   330.4 million* 
Price 2/12/10:    $0.114 
Market Cap:    $25 million 
NI 43-101 Gold Resource – Kubi:  919,200 Oz.  
 O/W – Indicated:   604,100 Oz./ 
 O/W – Inferred   315,100 Oz. 
Historical Gold Resource – Obotan   681,700 Oz. 
Progress Rating:    “B” 
Telephone:    604-682-8089 
Web Site:   www.pmigoldcorp.com 

*Assumes sale of an additional 20 million shares at $0.15. 
 

PMI Gold Corp. (PMI) looks to me like a very advanced-stage undervalued gold share speculation.  While the 
number of fully diluted shares may at first glance cause you to gulp, take note that the company has a very low 
market cap, given its stage of development. Because of the possibility of direct ore shipment to one of two mills 
hungry for feed, PMI has the potential of commencing production at a start-up rate of 30,000 ounces within the 
next year. Longer term the prospects would seem to be good for ramping up toward 150,000 ounces of annual 

gold production.   
The company has two advanced-stage former-producing 
gold projects moving toward production—namely, the 
Obotan and the Kubi projects. The first project expected to 
be put into production is the Obotan Project. It is 
comprised of a series of open-pit gold deposits. It is 
anticipated that 3,000 tonnes of ore per day grading in the 
range of between 1.8 grams/tonne to 2.2 grams/tonne can 
be mined at Obotan, once the project is up and running. 
Using contract miners, direct shipping to one of two toll 
mills, total cost per tonne is expected to be about $25. 
Recovery rates are expected to be about 92%. Figuring an 
average grade of 2 grams per tone, 92% recovery rates, 
and $1,000 gold, the project would initially produce 
60,000 ounces per year from Obotan with the perceived 
potential to expand to 100,000 ounces of annual 
production over the next couple of years.   
 

Assuming a 50% capacity during the first year, it is 
believed the project could produce 30,000 ounces during 
year one. Under that scenario, check out the preliminary 
economic metrics on your left. At $1,000 gold, a 30,000-
oz.-per-year production could, in theory, net 
approximately $17.4 million per year, or $0.05 per fully 
diluted share. Assuming the company can hit that target, it 
means the stock is currently selling at about 2 times cash 

flow. Without assuming any economies of scale, a full capacity 3,000-tonne-per-day operation would generate 
close to $35 million in annual cash flow. Obviously if the company can ramp up to 100,000 oz. per year, the 
project would be expected to produce even more cash flow. On a very positive note, it is believed production 
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could be ramped up to 100,000 with little or no additional capital requirements given excessive milling capacity 
at the two potential toll mill sites.  
 
I think there are some good reasons for the low multiple currently assigned to PMI. First, the company has been 
operating on the edge of insolvency for some time. In speaking with one major shareholder this week it seems 
likely PMI will raise the necessary financing, which would be used to pay off some existing bills and allow for 
the existing drill program aimed at establishing an additional 43-101 resource at Obotan, to be expedited.  
Based on public information put out by the company the drilling seems to be on track to confirm the past 
resource calculations, I am assuming an NI 43-101 resource calculation should be similar to if not greater than 
the historical resource of 681,707 ounces. The company remains in a tight cash resource position and that has to 
be weighing on the market. Moreover, in order to get into production, more capital will need to be raised, albeit 
a rather modest $10 million, a good portion of which may be forthcoming via exercise of options and warrants 
if the stock can rise to over $0.35 and $0.50.  
 
Secondly, the economic numbers noted above are preliminary and may not be totally accurate. Once a full 
scoping study is completed, the level of confidence in those numbers should increase. Assuming they are in line 
with those noted above, that should be bullish for the stock.  
 

A third reason the market is no doubt valuing PMI at a low multiple to potential cash flow is that it does not yet 
have a toll milling agreement at this point in time. However logical it may seem that two nearby milling 
facilities would desire PMI’s ore, a deal has yet to be signed. Until a deal is signed, the gold in the ground at the 
Obotan might as well not be there, as far as any projection of future cash flow is concerned. A toll milling 
agreement, which we understand is being sought at this time, would go a long way in bolstering confidence in 
PMI’s future, starting with the Obotan Project. 
 

Thirty Thousand Oz. to Start—Much More in the Future?    
 

Management is thinking in terms of initial production of 30,000 ounces at the Obotan and then ramping it up to 100,000 
ounces over the next couple of years. It also expects to be able to produce 65,000 ounces per year at its Kubi Project, thus 
generating a total annual production level of 165,000 ounces of gold per year. Preliminary economics at Kubi suggest a 
three-year return of $10.7 million of capital with gold at $900 per ounce. Again, contract mining and toll milling would be 
employed, with production initially starting at 250 tonnes per day and ramping up to 750 tonnes per day. The average 

grade would be in the 6- to 
7.5-gram/tonne range with 
recovery rates assumed to be 
at historical 92.5% rates. Total 
operating costs estimated to be 
$103.20 per-tonne including a 
20% contingency.  

After six years of land 
acquisition and exploration in 
Ghana, management is now 
focused on bringing its 
projects into near-term 
production. If it can get its 
Obotan into production, which 
we think could happen as early 
as the end of this year, in 
theory it could generate cash 
flows from which it could 
build substantially higher 
levels of production. The next 

project with the prospects of getting into production would be its Kubi Project with current NI 43-101 compliant resources 
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of 604,085 indicated ounces, and an additional 315,079 inferred ounces. Recent drilling has discovered a new zone—just 
½ mile from the above resources, indicating a good potential to increase the resource here. The Kubi Deposit is located 
immediately south of and adjacent to the largest underground gold mine in West Africa and one of the largest in the 
world—the 60-million-ounce Obuasi Mine.  

PMI controls 14 concessions covering 750 sq km in the heart of Ghana’s major gold belts. On the Asankrangwa Gold Belt 
alone they are more than 70 km long—the equivalent length of the entire Carlin Trend in Nevada. This area covers three 
past-producing large-scale mines and dozens of small historical operations.  

Previous operators have recorded total gold production from PMI’s properties of near 800,000 ounces. PMI has recently 
commissioned a resource estimate for its Abore, Adubiaso, Edubia, and Fromenda projects, where strong gold 
intersections in drilling and local and/or large-scale mining have taken place, and where significant gold mineralization 
has been outlined.  

The mining infrastructure in Ghana is well developed, it’s mining friendly, and there is currently excess milling capacity. 
Management plans on developing PMI’s projects using contract mining, contract trucking, and toll milling—the shortest, 
lowest cost, and most profitable route to production. A recent scoping study at Kubi suggested production of up to 65,000 
ounces per year from a 950-tpd underground mine with a seven-year mine life.  

In addition, management has outlined a one- to two-million-ounce underground exploration target at their Nkran Project, 
where drilling of a 30- to 50-meter-wide, steeply plunging zone under the previously mined Nkran Pit (530,000 oz @ 
2.2g/t) has yielded results to 50 meters @ 6.4 g/t gold. In your editor’s view, the upside is absolutely enormous for PMI, 
assuming they have the managerial and financial resources to get started. 

MANAGEMENT 

 
Douglas R. MacQuarrie, P. Geo. President & Chief Executive Officer - Mr. MacQuarrie is a consulting 
geologist/geophysicist specializing in gold exploration. He received a combined Honours degree in Geology and 
Geophysics from the University of British Columbia in 1975 and has worked continuously in mineral exploration -- the 
last 16 years exploring for new gold deposits in West Africa. He also has extensive public company experience and has 
been involved in the discovery of over one million ounces of gold. He was also a runner up in the Gold Corp. Red Lake 
Exploration Challenge. 
 
Thomas Ennison, LLM -Executive Director, Ghana Legal Counsel - Mr. Ennison is a Barrister and Solicitor of the 
Supreme Court of Ghana and serves as Corporate Secretary to Adansi Gold Company (Gh) Ltd., the 100% owned 
subsidiary of PMI Gold. Formerly the Ghanaian Ambassador to Italy and Advisor to the U.N. on mining law, Mr. Ennison 
was also the Principal State Attorney in the Attorney General's Dept and Head of the International Law Unit, with the 
responsibility for the preparation of mining agreements. He has also served as General Legal Counsel for the Economic 
Community of West African States (ECOWAS). 
 
Dr. John A. Clarke, Ph.D, MBA - Executive Director - Dr. Clarke holds a B.Sc. in metallurgy from University College 
Cardiff, a Ph.D. in metallurgy from Cambridge University and an MBA from Middlesex Polytechnic. During his long 
career involved in African mining he has held a number of executive positions including Executive Director of Ashanti 
Goldfields and most recently was the CEO of Nevsun Resources Limited, an exploration and development company 
engaged in gold and base metals exploration and development in Africa. While at Ashanti, Dr. Clarke was responsible for 
strategic planning and business development and contributed to establishing Ashanti's gold exploration program 
throughout sub-Saharan Africa, including the acquisition of the Geita deposit in Tanzania, the Siguiri deposit in Guinea 
and the Bibiani deposit in Ghana. 
 
Philip N. Gibbs, MBA - Chief Financial Officer - Mr. Gibbs is a Chartered Management Accountant and has extensive 
financial management experience in large corporate environments in the manufacturing and retail sectors, both in North 
America and in Africa. He has provided long term planning and strategic analysis capabilities in those industries, 
including a focus on maximizing their operational efficiency and capital resources. His experience in systems 
implementations and development of cost control and management information systems will provide a significant 
contribution at this stage in the growth of PMI Gold. 
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Neil Macfarlane, M.Sc. - Country Manager - Mr. Macfarlane has 30 years' experience in exploration, geology, 
underground gold mining and reserve definition. He has a thorough knowledge of the gold deposits of Eastern Canada 
working with Agnico Eagle, Selco/BP and has worked and lived throughout Africa in Ghana, Kenya, Zambia, Mali, 
Guinea and Niger. 
 
Honourable J.H. Mensah - Independent Director - Mr. Mensah is the former Chairman of the National Development 
Planning Commission of Ghana, an advisory board that reports directly to the President and to Parliament. He is also the 
former Member of Parliament for the riding of Sunyani East. Trained as an Economist, Mr. Mensah is widely respected in 
global development planning including formerly with the United Nations. Previously, he held the post of Minister of 
Finance and Economic Planning and latterly as Leader of Government Business, head of Economic Management Team, 
and senior Minister of the Government of Ghana. He was also a member of the African Advisory Council of the African 
Development Bank. Mr. Mensah also recently retired as an Independent Director of AngloGold Ashanti Limited. 
 
Len Dennis - Independent Director - Manager, Contract Support, CHC Global Operations since 1975. Mr. Dennis holds 
the position of Manager, Aircraft Lease Agreements & Contracts at CHC Global Operations and has been with the 
company since 1975. Mr. Dennis has also served as a senior officer and director to several resource based public 
companies since 1989. Duties have included corporate restructuring, financing and investor relations. 
 
Pearce Bowman, PEng. - Advisor to the Board - Mr. Bowman has extensive experience in managing major resource 
companies, including roles as VP/Exec. General Manager for Luscar Ltd. of Alberta and WMC Resources Ltd. (Western 
Mining Corp.). For WMC, he managed the copper uranium division, including oversight of a $1.8 billion expansion of its 
Olympic Dam operations. Previously Mr. Bowman was the Chief Executive Officer of Generation Victoria a major 
Australian electrical power producer. Mr. Bowman holds a Master's Degree in civil/geotechnical engineering, a Master of 
Business Administration and is a Fellow of the Australian Institute of Engineers. 
 
Alan McKerron, M.A.Hons - Advisor to the Board - Mr. McKerron is a former Executive Director of Anglo American 
Corporation and served in many capacities including Chairman of the New Mining Business Division and as Vice 
President Anglo American Corporation of Canada. He was also past Chairman, Kroondal Platinum; Director, Aquarius 
Platinum. 
 
Florian Reidl-Riedenstein - Advisor to the Board - Mr. Riedl-Riedenstein is a self-employed financial consultant and 
served as Managing Director of Investment Department of Schoeller & Co., Bank AG from 1969 to 1990 and was 
Executive Director of the investment banking firm of Deacon, Barclays de Zoete Wedd from 1986 to 1994. Mr. 
Riedenstein has more than 25 years experience in corporate finance and international banking and specializes in funding 
junior resource companies. He also serves as director to numerous other resource based public companies. 
 
SUMMARY & CONCLUSION 
 
As the old adage goes, “You get what you pay for.” PMI Ventures is low priced now, because there several 
unanswered questions. Can it get the financing it needs at an efficient price? Will the economics of its projects, 
using contract miners and toll milling be as good as suggested above? Can management strike a toll milling deal 
that is in line, that does not eat too far into profit margins from a present value standpoint than it would cost to 
fund and build its own milling facility?  
 
If PMI can get into production and deliver the kinds of cash flows noted above, this stock should have a long 
way to run to the upside. The biggest risk in my view is continued shareholder dilution. A favorable toll milling 
agreement combined with good scoping study results could help bolster confidence in this company and set the 
stage for what could be a major growth story far into the future, given some of the most promising gold 
exploration ground in the world. We like the chances of this company’s success on the toll milling and scoping 
study issues, thinking the odds are better than 50/50 for a favorable outcome for both. If so, the upside for PMI 
should be significant, even with its considerable share dilution. Accordingly, we are adding PMI Gold 
Corporation  to our buy list at $0.15 or under.  
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Update 

Riverside Resources Inc. 
 

Business: Exploration and development of gold projects 
employing “project generator model.” 
 
Traded Toronto Venture:   RRI 
 Pink Sheets:   RVSDF 
Shares Outstanding:   21,905,080 
Fully Diluted:     30,357,080 
Initial Recommendation 8/27/97:  $0.50  
Price 2/12/10    $0.53 
Market Cap:    $11.6 Million 
Historical Gold Resource:  1.2 million oz. 
Progress Rating:    “C” 
Telephone Number:    778-327-6671 
Website:     www.rivres.com 

 
I recently told you that I had taken advantage of share price weakness to triple my retirement account exposure 
to Riverside Resources.  My interest in this company also promoted me to take a day out of my busy schedule to 
travel from Phoenix to the company’s flagship project, namely its Sugarloaf Peak Prospect located at near 
Quartzite Arizona, just 10 miles from the California border. Not only did I have the opportunity to visit the 
property, but I also had the benefit of spending a day in a one-on-one encounter with the company’s president, 
Dr. John-Mark Staude. After visiting the property, looking at drill core from last year’s five hole drill program, 
reviewing some numbers from Sugarloaf Peak and after briefly reviewing the company’s other highly 
prospective gold properties, I have to continue to ranking  Riverside within my top ten junior gold mine 
exploration stocks. Let me try to explain why I am so bullish on this company that has garnered very little 
attention up to this point in time.  
 

Sugarloaf Peak 
The Sugarloaf Peak 
Prospect was named 
after the geological 
feature bearing that 
name, -pictured on your 
left. This photo of the 
peak and your editor 
was taken on February 
7 by Dr. John-Mark 
Staude. 
 
There have been 
numerous mom-and-
pop mines through the 
years and the adit next 
to which your editor is 
standing is one 
example of past small 
scale mining for gold on this property.  

 

The map above to the right shows the location of Sugarloaf peak, just off Interstate 10 and near the town of 
Quartzite. It is extremely important to note that property access is easy and general infrastructure required to 
build a mine is largely in place. Keep that in mind over the next few minutes until you get to my discussion of 
potential economics for Sugarloaf Peak. 
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When I was touring Sugarloaf Peak, Dr. Staude and I encountered Earl from Montana. Earl likes to visit 
Arizona’s Sugarloaf Peak in the winter like many other snow birds to escape the cold. I got down inside the pit 
Earl was  working hard at digging in his search for the yellow metal. He picks up the material then hauls it off 
to his home where he and his wife look through the material for specks of gold. This kind of placer gold mining 
activity for recreational purposes is common at Sugarloaf Peak and it is permitted as a “recreational activity” by 
the BLM which owns the land upon which Riverside is operating. Above on your right, notice also an old mine 
shaft where gold had been mined in the past. 
 

But let’s get back to the potential economics of Sugarloaf Peak. When looking at gold mining projects, it is 
important to note that “not all ounces of gold are created equally.” By that I mean there are a multitude of 
factors that make it much more expensive to produce gold from some mines than from others. So, while higher 
grades are always better than lower grades, all other things being equal, realize all other things are never equal 
when it comes to comparing one gold mining project with another. 
 

In other words, there is absolutely no rule of thumb with respect to what is or is not a commercial-grade gold 
deposit. While some projects can be highly profitable with grades of 0.4 grams per tonne or lower, it is also true 
that other project with an average grade of over 1 oz. per tonne can be unprofitable.  
 

I asked you above to keep in mind the easy access to Sugarloaf Peak and the strong infrastructure that is already 
in place. There are many reasons a project with grade of over 1 oz per ton might not be economic but two very 
obvious ones are access difficulty and size.  A rich gold deposit in some place like the Arctic Circle or deep in a 
jungle with no access may not make for an economically viable deposit, especially if it is not large enough to 
fund infrastructure related capital costs. On the other hand a deposit like Sugarloaf Peak, which has a historical 
average gold grade of 0.50 grams may well become economically viable. Following are some of the reasons I 
say that: 
 

1. Other projects that look very much like Sugarloaf Peak are highly profitable.  Regarding the scale of 
production, the El Chante is producing about 70,000 oz. of gold per year, the Herradura mine (operated by 
Newmont) is producing over 200,000 ounces of gold per year and the Mesquite Mine in California operated by 
New Gold Inc. is producing over 100,000 ounces of gold per year. In other words, all three of these three of 
these relatively “low-grade” gold mining projects are producing very significant levels of gold annually. What I 
want my subscribers to realize is that if investors begin to see Riverside’s Sugarloaf Peak Project as a viable 
producer along the lines of the Herradura or Mesquite, patient investors in Riverside should be richly rewarded 
over the next several years. And this is just one of the assets in the Riverside property portfolio. Here are three 
Sugarloaf Peak Lookalikes that give me reason to think Sugarloaf has a shot at making Riverside shareholders 
wealthy: 
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 El Chante  Herradura Mesquite Sugarloaf 
Grade Au g/t 0.69 0.79 0.51 0.6 
Million Tons 29.8 140 201.9 60 
Million oz. 0.66 3.16 3.6 1.2 
Avg. Recovery 0.67% N/A 76% Oxide/40% Sulfide N/A 
Cash Cost/Oz. $366 <$200 $573 N/A 
 

2. I believe Sugarloaf Peak has the potential to host a world-class, multi million-ounce gold deposit for the 
following reasons: 

 

·  With just a small portion of the deposit’s potential yet factored into an historical resource calculation, 
Sugarloaf already has a 1.2 million once historic, non 43-101 compliant resource grading o.6 
grams/tonne.  

 

·  The 1.2 million oz. calculation has been based on data extending to just 100 meters.  Not only has 
drilling by the company extended the true depth of the deposit to below 200 meters but an early drill 
hole extended the same rock alteration to more than 800 meters below surface! Riverside’s drill holes 
have continued to display grades similar to the historical grades noted above. And while we do not have 
assays from the very deep hole, we do know that the same rock type that has hosted gold mineralization 
to 200 meters was recorded by that drill. Thus there is a very good chance of multiplying the depth 
extension from which the current 1.2 million oz. historical resource has been calculated by a factor of at 
least 5 times!  

 

·  The potential for extending the resource area laterally is also considered quite significant. Check out the 
dark orange shaded areas contained within a larger area outlined by the yellow line in the illustration 
below.  Within the yellow area is the area yet to be drilled. So, we are looking at the potential for the 
lateral extent of this deposit to be up to three times or so the existing area from which the 1.2 million oz. 
historical resource has been calculated to a depth of just 100 meters.  

 

If (if is a big word) gold mineralization is 
continuous to a depth of 500 meters and 
laterally to the limits suggested by the 
yellow line in the diagram above it is 
indeed conceivable that this deposit 
might contain 10 million ounces of gold 
or more. In other words, it is my view 
that Riverside Resources may have a 
stake in an evolving very large gold 
deposit if that is true, I have no trouble 
seeing this company having 10-, 20- or 
even 40-bagger potential from its current 
very small market capitalization.  (I will 
comment more about comparable values 
in a minute, but for now suffice it to say, 
I think shareholders have enormous 

upside potential if Sugarloaf Peak evolves into a major gold deposit. 
 

3. Other factors that make Sugarloaf Peak potentially an economically viable gold deposit that come to 
mind at the moment: 

 

·  Low stripping Ratio--Given the dimensions of gold mineralization that begins on surface and extends 
over a width of at least 600 meters and so far, a length of 1,000 meters, the geometry of the deposit 
suggests a low stripping ratio. In other words, waste rock to ore should be relatively low. That is another 
extremely important variable in a low-grade deposit. 
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·  Potential to outline higher-grade starter pits – The potential for Sugarloaf Peak to host area of higher-
grade gold mineralization that could enable production from higher grades early in a potential mine life 
at Sugarloaf Peak appears very good.  Higher grade areas have been identified that have graded up to 
11.83 grams/tonne over 1.5 meters in chip channel samples. 

 

·  Theoretical potential to work with New Gold at Penesquite – California is a very difficult state in 
which to gain permits for cyanide leaching. The Penesquite Property had its cyanide heap-leaching 
permit grandfathered into existence. But at this point in time, California is not granting permits for 
additional new open-pit gold mines so when the Penesquite ore is mined out, they will need additional 
ore. In theory, Sugarloaf may be able to produce a concentrated leach solution from which the gold 
could be produced at the Penesquite site.  

 

At this point in time, Sugarloaf is anything but a sure thing. First, it is true that grades are relatively low so one 
critical question that needs to be answered concerns metallurgy. What percentage of the gold can be recovered?  
We note that two of the lookalike mines noted above are getting between 2/3 and ¾ of the gold out of the rock.  
We just don’t know at this point in time what recovery rates are likely at Sugarloaf Peak if the project goes 
forward.  
 
Metallurgical requirements may have something to do with the amount of capital that may be required to make 
Sugarloaf a mine, assuming a sufficient amount of commercial grade ore can be outlined and assuming 
metallurgical problems do not get in the way. So we do not want any of our subscribers to think Sugarloaf Peak 
is a sure road to riches for shareholders. On the other hand we don’t want that possibility to be eliminated 
because if this project moves toward a positive outcome, we can see Riverside’s shares rising by a factor of 5 to 
10 times from their current levels on this one project alone. 
 

Of course Sugarloaf is not the only project in Riverside’s portfolio. It is simply the most advanced one at this 
point in time. There are two other projects that Dr. Staude considers to be the company’s second-and third-most 
important projects. Let me briefly discuss those.   
 
 

The Tajitos Gold Project  
 

This property, which is contained within the Sonora Gold Belt, Mexico’s richest gold producing belt, has 
historically been an underground high grade mining project recently picked up by Riverside.  High-grade gold 
is contained within shear zones that range in width between 3 and 5 meters. Surface values of up to one ounce 
of gold have been recorded and a drill intercept of 0.5 ounces per ton has been reported. Some 50,000 ounces of 
gold have reportedly been pulled from this mine in the past. Riverside has a right to earn 100% of the property 
with no royalties attached.  
 
Mining thus far has been on a mom-and-pop scale with sparse professional exploration program having yet 
taken place. From a geological perspective, Dr. Staude compares the Tajitos to Newmont’s Herradura and 
Capital Gold’s Chanate deposits. What is needed is a professional state-of-the-art mine exploration program and 
given his experience as a geologist, John-Mark and the Riverside exploration team would very much like to 
aggressively move forward on this project just as he would like to do on Sugarloaf Peak. I expect Dr. Staude 
will be involved in one way or another in the progress of the Tajitos Project just as he is at Sugarloaf Peak and 
other prospects. However, Dr. Staude is also a businessman who is looking to use OPM (other people’s money) 
to fund high risk and costly exploration on this and all the company’s projects. That’s how the project generator 
model works. It employs low-cost intellectual capital to gain value for shareholders and lays off high risk/highly 
expensive exploration drilling on other companies while retaining a carried interest. 
 
Tajitos has considerable exploration potential with a base of precious gold production and extensive new areas 
to drill test.  In fact, we think the blue line (illustration next page) provides some sense of just how undervalued 
Riverside is at this point in time. The Cerro Colorado Mine (Sierra Minerals Mine 70 kilometers away) fetched 
a $60 million combined corporate price tag on January 29, 2010. Riverside’s entire market cap is only around 
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$12 million. We think its Tajitos Project alone has the potential to be worth something in the range of the Cerro 
Colorado in the near future.  
 

 
Sticking to its corporate mandate, look for Riverside to advance this project forward with prudent cash 
expenditures and then, once the project begins to show large-scale promise, look for the company to find a joint 
venture partner that will spend the big capital to develop a mine, leaving Riverside with a carried interest that 
requires little or no additional capital expenditures. It’s an exciting project with 58 square kilometers of ground 
to explore in Mexico’s richest gold producing belt.  There is plenty of early-stage exploration potential for 
Riverside and there is obviously a high-grade gold deposit from which Riverside may well build significant 
shareholder wealth starting this year and going forward. 

 
The Penoles Project 

 
The Penoles Project is 
the third-highest priority 
target for Riverside.  The 
property has a volume of 
possibly 30 million tones 
and a possible grade of 
0.5 grams/tone gold 
which makes a possible 
rough 500,000 ounce 
gold estimate and this is 
still not closed off. The 
goal of Dr. Staude is to 
see Riverside involved 
in the expansion and 
potentially bringing this 
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project into production as it is similar in geology to the Castillo Mine of Argonaut which is a new company that 
has recently bought out Castle Gold for a transaction value of over $100 million.   
 
Riverside already has its sites set on a realistic possibility of outlining something similar in size and character to 
the Castillo Mine and Riverside has completed drilling with more drill sites already prepared for further 
delineation of the open pit gold body.  We are talking about the Capitan Hill Gold Target on the Penoles Gold-
Silver Project that also has many similarities to the Castillo Gold Mine 75 km to the south. Both projects are 
hot-spring type gold systems with high-grade gold found in structures with a broader low grade gold volume 
witin similar geology. The projects have a similar average gold grade of 0.5 g/t in oxides. The Castillo Mine 
currently produces 25,000 ounces of gold annually and operates at a low average grade of 0.5 g/t with a 0.15 g/t 
cut-off grade for its production; less than the grade Riverside has been using to model its Capitan Hill gold 
body.   
 
We would also point your attention to the yellow outlined area that represents the Castillio Mine pit which fits 
inside of the known Capital Hill Area on the Penoles Project boundaries and as noted, that deposit remains open 
to the northwest and southwest.  Are you starting to see why I am so bullish regarding the prospects for this 
stock? The company’s Sugarloaf Peak as has the potential to host a multi-million ounce deposit and the second 
and third prospects have the potential to evolve into viable gold deposits that could catapult the value of 
Riverside’s shares to a level 10 to 50 times or more above the company’s current measly market depending on 
the level of success on any one or more of these main projects.   
 
But Riverside’s potential promising as it is for these three properties, way beyond its top three projects. It has an 

exploration alliance with one of its largest shareholders, 
namely Kinross Gold Corporation. Here are the features 
of that relationship: 
 

·  Kinross pays for Riverside to generate gold 
projects in Mesa Central region in Durango state 
Mexico. 

·  Riverside has free carried interest or gets the 
projects 100% 

·  Kinross pays $400,000 for the 2010 work 
program. 

·  Kinross will fund directly into mineral 
exploration properties of its choice. If Kinross chooses to back away from a project, it along with data 
generated is returned 100% to Riverside. 

  
We think the involvement of a well established gold producer like Kinross with Riverside speaks highly of Dr. 
Staude’s capabilities as an exploration geologist and the work he and his team have carried out for Riverside. 
 
The illustration on your left shows the mineral belt of interest to Riverside and Kinross in Durango state. The 
yellow star marks the primary target there, namely the Maravillas Gold Project. 
 
What if anything of value might be developed between Riverside and Kinross or on a host of other properties 
held by Riverside in Mexico that we have not mentioned is anyone’s guess. But suffice it to say that if Kinross 
finds something to their liking and as a result decides to stick with the development of a project, it will be a 
world class asset of which Riverside will retain a minority interest of the project through to production or dilute 
to a 2% net smelter royalty potentially for having never had to spend a time.   
 
In total, Riverside has 8 properties. We have simply focused on is most prominent ones at this point in time. But 
those other properties were selected by Dr. Staude and is team on the basis of their exploration virtues. 
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Valuation:   
 
At the very least, allowing for no discovery potential or any value for many of the earlier-stage properties, we 
believe Riverside’s value based on what it already has should be approaching 3 times its current market cap of 
approximately $12 million. We are making that statement simply on a back-of-an-envelope evaluation that 
typically assigns a minimum value of $10 per ounce of gold in the ground. Here is what I’m talking about: 
 

·  Sugarloaf Peak has a 1.2-million ounce-historical non NI 43-101 Resource. A value of $10 per ounce = 
$12 million. 

·  The Penoles Project has an estimated 500,000 oz. gold body.  A value of $10 per ounce = $5 million. * 
·  The Tajitos Project has an estimated 300,000 oz. gold body. A value of $10 per ounce = $3 million. * 
·  The Libertad Property will receive drilling carried out on it with an implied value of $4 million. 
·  The Chapolata Property is being explored with an implied value of $8 million.  
·  Riverside has approximately $2.7 million in cash on its balance sheet. 

 

*Note: The gold bodies on the Penoles and Tajitos Gold Projects are speculative based on drill holes and old mine workings and 
estimated amounts. They have not been identified as a NI 43-101 compliant resource. There are also no reports delinearing historic 
resource calculations on these projects.  
 
Add all of that up and you get to a value of $30 million. Divide that number by 21.9 million shares outstanding 
and you get a per share valuation of $1.38.  On that basis, I can in good conscience recommend the purchase of 
Riverside up to that price which is about 62% higher than the current price of Riverside.  
 
The reason it would make sense to continue buying Riverside all the way to $1.38 is because of the enormous 
upside potential this stock has beyond that valuation. Ignore for a minute the company’s top prospect, namely 
Sugarloaf Peak and focus on its #2 and #3 properties. The Tajitos Gold Project which is considered the 
company’s # 2 prospect is not all that far away in my view from outlining a gold deposit equal to or 
greater than the Cerro Colorado Mine, which was recently sold for $60 million. Nor do I believe the 
company’s Penoles Project, where 500,000 ounces have already been very roughly indicated is all that far away 
from outlining a value comparable to the Castillo Gold Mine recently sold for $160 million. Dr. Staude and his 
team actually have much bigger dreams for of their top three prospects given the enormous size of the 
mineralized systems. And so we can see the ultimate size of the company’s top three gold targets becoming 
larger than assets in the $60 million to $160 million range. And if Sugarloaf Peak begins to suggest commercial 
viability to the market—and I think chances are 50/50 or better for that to happen, you can quickly see why at 
its current price I think Riveside has the potential to rise in per-share value by a factor of 10 to 50 times or 
more. Just add $60 million to $120 million and you get a value of $180 million or $8.25 per share.  
 
Please do not think I am promising you that kind of number. I’m only saying I think that kind of value 
for the company’s #2 and #3 properties is a realistic possibility. And of course not included in that is any 
value assigned to the company’s top prospect or the value of its other properties including those in which 
Riverside is teaming up with Kinross.  
 
One reason I am so optimistic about the potential share price of Riverside is because Dr. Staude and his 
management team are being very disciplined about sticking to their mandate to use other people’s money to 
build wealth. Dr. Staude who is himself a major shareholder is very concerned—much more concerned I might 
add—than executives of most other junior mining companies about diluting shareholder value. As much as he 
would like as a geologist to drill his top three prospects himself, he thinks like a businessman rather than a 
geologist as he seeks to optimize shareholder wealth. I applaud his discipline and think the odds of one or more 
of Riverside’s properties hitting big over the next two to four years are quite high.  
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In other words, the upside potential for Riverside in my view is enormous. The downside on the other hand is 
quite limited, particularly if I am right and we remain in a major gold bull market. A word about risk is also in 
order here. By guarding the treasury, Dr. Staude is reducing risk of shareholder dilution. In fact last year the 
company actually had three months in which they earned a small profit! But Dr. Staude and his team have also 
built a portfolio of properties such that the odds of success on at least one of them, using other people’s money, 
is much higher than if the company were a one-trick pony.  
 
SUMMARY AND CONCLUSION 
 
As noted above, we think on a most conservative valuation measure, Riverside is selling at about a 60% 
discount from its intrinsic value. Paying up to $1.38 would still buy a reasonably priced lottery ticket for a 
reasonably good chance for the patient investor to enjoy a 10-bagger and possibly something much bigger than 

that depending on the size and scope of the projects 
held by Riverside.  
 
Let me give you an example of one stock of a company 
similar to Riverside that I once personally owned but 
gave up on because “nothing was happening.” I’m 
talking about Mirasol Resources Ltd., (stock pictured 
on your left) which I personally sold a few years back 
at around $0.30. With 20/20 hindsight was a very 
foolish call. The stock is now at over $2 with massive 
upside still intact, Mirasol followed the same kind of 
project-generator model being employed by Riverside.  
 
Of course, we can’t guarantee you that investing in 
Riverside will result in gains comparable to those of 
Mirasol. Neither can we tell you Riverside won’t 
ultimately outperform Mirisol’s shares which number a 
still small 32,078,181. Again, that is part of the 
argument for this business model. Mirasol is a few 
years ahead of Riverside. Yet it has a very low (by 
today’s standards) number of shares outstanding as it 
has used other people’s money to build the company.  
As always, I want to suggest limiting your exposure to 
this one stock. However, given the less risky nature of 

the prospect generator business model, I would not be overly troubled to see more aggressive investors 
allocating upward to 10% of their portfolios to companies like Riverside. The bottom line is this: We think 
Riverside, which follows the same model as the above two noted companies has a great chance of replicating or 
surpassing their performance for the benefit of its shareholders while at the same time possessing less risk than 
most other junior gold mining companies on our list. 
 

SUBSCRIBER QUESTIONS & COMMENTS 
 

Shorting Silver? 
 
QUESTION: I am considering ProShares Ultra Short Silver (ZSL). Any comments on my idea or this ETF?  
 
ANSWER: If you are a trader I guess you might consider shorting silver. I do believe that gold is more likely to 
outperform silver during a credit contraction, which I believe we are more likely than not to encounter in a very 
serious way over the next several months if not years. However, silver is also money. I am not willing to bet 
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against silver because it could very well do much better if/when consumers lose confidence in the kind of fiat 
liability money we are required to use by law. It is entirely conceivable to me that silver could be in such great 
demand by smaller investors for everyday “barter” that I am not willing to recommend shorting silver unless, as 
I say, you are inclined to trade it on some basis.  
 

Owning the Central Fund of Canada 
 
QUESTION: I use The Central Fund of Canada (NYSE-CEF) because it holds an amount of the actual assets 
that represent the shareholders liability as opposed to GLD SLV etc.  Is GTU.UN a similar type of 
structure/holding? I cannot seem to figure this out from researching the Internet. Stan Adams 
 
ANSWER: Yes, GTU.UN, or simply, GTU, as traded in the U.S. is the Central GoldTrust. This trust differs 
from the Central Fund of Canada in that the former is more or less evenly divided between silver and gold, 
whereas GTU is nearly a pure gold play. It does not own silver. 

 
GTU had 396,834 ounces of gold bullion and 6,156 
ounces of gold bullion certificates for a total of 
402,990 ounces of gold as of September 30, 2009. 
These gold holdings represented 98% of the trust’s 
total assets. In addition it had cash of 
US$251,310.00.  
 
Gold closed September 30, 2009 at $995.75, so the 
total value of gold held by GTU at that point in 
time was $401,277,292.50. Add $251,310.00 in 
cash, and the total value of GTU on that date was 

$401,528,602.50. At September 30, 2009, the trust had 10,918,000 units (shares) outstanding, so the intrinsic 
value per unit was $36.78. The fund closed the year at $39.80, or at an 8.21% premium to its intrinsic value.   
 
Actually an 8.21% premium isn’t bad, compared to certain times in the past when you had to pay a 20% or even 
25% premium for the fund. When investors become extremely bullish, the price you have to pay for GTU as 
well as CEF can get out of hand. So, if you share my view that we are in a long-term bull market for gold, you 
should look for periods of weakness in the bullion markets to pick up some shares, because you will not only 

buy them at a lower price but also likely will 
not need to pay such a large premium. 
 
We have talked in the past about the premiums 
paid for CEF, which of course includes gold 
and silver. The chart on your left is from 
www.decisionpoint.com. At the bottom of the 
chart it shows how the Fund frequently sold at 
a discount to the intrinsic value of silver and 
gold. However, since the bull market in gold 
began, there was only one very brief period of 
time that the fund sold at a slight discount (red 
on chart above), that being in the middle of 
2005. Premiums in excess of 25% were 
recorded in 2003. More recently it has been at 
about 8% or very similar to the current 
premium you need to pay for GTU. 
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I had not recommended GTU in the past because when I looked at it, it was selling at such a significant 
premium to its intrinsic value. Now that it is selling “only” at an 8% premium, which is in line with CEF, it 
seems reasonable now to consider using GTU as a good way to buy gold, especially if you share my 
deflationary views that gold will outperform silver over the longer term. Though again, in answer to the 
question above regarding shorting silver, I’m not keen on doing that because I think silver could surprise on the 
upside if/when complete confidence breaks down in paper money and we go back to a barter economy. 
 
I should note in this discussion that I do favor CEF and GTU as convenient ways to own the metal, because 
these funds do have regular audits that I think are far more honest and straightforward in terms of allowing 
investors to know what they own. Such is not the case with ETFs, which are run by the same people who have 
an inherent hatred for gold and silver as money, because those metals get in their way to operate what is 
essentially a counterfeiting operation. Having major financial institutions operate gold and silver ETFs is very 
much akin to putting the fox in charge of the chicken coop. 
 

Legalized Robbery by Banks! 
 
As a long term subscriber, I ran across some information that will make you sit up and take notice. Actually it 
happened to me yesterday at a bank. This may be of interest to your readers in your weekly report. I'm what you 
call in law 'A merchant and trader at Law', which simply means I don't deal in credit, in interstate or intrastate 
commerce, which simply means I pay all my bills in cash. I have no checking or savings accounts or credit 
cards in the banking system.  
 
Whenever I get paid for a job in my business, I always have to cash the check at the bank of origin. I cannot 
cash the check at any other bank, because I don't have a bank account. Yesterday I was at the Citizens Bank 
here in Massachusetts. I do know the bank is owned by the Bank of Scotland.  
 
I was second in line to be serviced. As I was waiting I noticed a customer at a tellers window, when I saw her 
give her finger print on a check, before cashing. I know they do this at Bank of America, which they have done  
for the last two years, because each time, I've cash a check at Bank of America, and because I don't have an 
account you have to present a drivers license, and your index finger, fingerprinted on the check.  
 
But get this, when it was my turn and was waited on, I was asked if I had an account at the bank in which I 
replied, no. I was then told that if I didn't have an account, then the bank would have to charge me five dollars 
on each check I cashed, in which I had two, and cost me ten dollars to cash the two checks. I believe that this is 
going to go through all the banks in the future.  
 
Respectfully, Robert E. Lynch 
 
EDITOR’S RESPONSE: They get you coming and they get you going! As G. Edward Griffin noted on my 
radio show, the banking industry is a monopoly headed by the Federal Reserve Bank. Like any good fascist 
economic system, big government is married with large corporations for the benefit of the rich and the 
detriment of the poor and middle classes. This is not likely to change until we have a revamping of our banking 
system and that is not likely to happen until the system breaks down and a revolution takes place that returns 
our nation to its Constitution. A gold- and/or silver-backed monetary system could pave the way for true 
competition in the banking industry.  
 
Just think about it for a moment. If I want to go to my neighbor and strike a deal where he cuts my lawn in the 
summer and shovels my snow in the winter in exchange for an ounce of gold, why should I not be free to do 
that? Restricting that most basic freedom is the main reason we are losing our liberties, and ultimately those 
liberties include not only our economic transactions but also all of our human actions. Do I think we need a 
revolution? You bet I do! But for the good of all of us, it needs to be a healthy kind that returns us to the ideals 
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of our Founding Fathers, where people rely on themselves and their families and local institutions and not the 
federal government. And for many, that will also mean a return to spiritual resources to get them through the 
tough times. As it is, our secular society has eliminated God so that we must rely on our increasingly fascist 
government, and in the process, we lose our freedoms. It’s a shame, but it’s happening now and the speed with 
which it is happening seems to be growing. What Robert is relaying to us is just one little example of how our 
freedoms (and wealth) are being stripped away by incestuous bankers-politicians relationships, aka economic 
fascism.   

GOLD SHARE INVESTMENT SEMINARS? 
 
QUESTION: Jay, Was wondering if you could recommend any good precious metals/mining stock investing 
seminars for those of us who would like to learn more about gold and silver mining stocks. Thanks, Adam 
 

EDITOR’S RESPONSE: Check page one of this letter for some ideas.  
 

I am forwarding some information I think Jay might find very interesting regarding the overall movement of the 
stock market.  

Last month I started a subscription to Tim W. Wood's "Cycles News & Views" (www.cyclesman.com).  He 
uses technical analysis alone. Once a month he publishes a detailed report on the 13 markets he watches. 
Between monthly reports subscribers can go to his site and read his updates which are about 3 times a week.  I 
am definitely not an expert but have read every work of his 24 page January report and it is very impressive. If 
Mr. Wood is correct about his research and how he analyzes information, it would be literally impossible to not 
know when the big market downturn begins.  

I wanted to pass this info along to you in case you wish to follow his research in these coming months. It costs 
about $30 per month.  I have obtained permission from Tim Wood to send you the quote below from the first 
page of his January report.  I greatly respect the copyright needs of those who write newsletters on the internet 
and would not copy without permission.  Take care…and thank you for Mr. Taylor's great newsletter…..Bill 
Grant….Connecticut   (I will be very interested to see how accurate Mr. Wood turns out to be!) 

EDITOR’S RESPONSE: I think highly of Mr. Woods. But where is the quote? Perhaps you can send it to me 
again? I am greatly interested.  

 

Any News on Pelangio? 
 
QUESTION: Have you got any recent news or update on Pelangio Mines and their Ghana property.  I haven't 
seen anything recently and yet PX has dropped to 26 cents, so I assume there is some underlying weakness with 
it.  Thanks if you can provide any update from Pelangio. Ian, a subscriber from Toronto 
 
EDITOR’S RESPONSE: It’s natural that you would want to know if there is any news for Pelangio, given the 
precipitous drop in the company’s stock price since the start of this year. 
 
As a veteran observer of the junior gold share markets, this kind of decline is nothing new to me. Nor are 
sudden rises of similar scope. But there are two bits of news that may explain the sharp drop in the price of 
Pelangio, though neither of them would prompt me to look at this decline as anything but a golden buying 
opportunity for speculative investors. On January 27 it was announced that Chris Pegg, a field geologist for the 
company, died of unknown causes. The stock fell a bit that day, but the really big drop occurred on January 25, 
on the heels of an announcement dealing with drill results from the company’s Obuasi Property. The headline 
from Stockwatch declared the following: 
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Pelangio drills two g/t Au over seven m at Obuasi 
 
One of the problems with a new gold bull market is that it 
draws in a lot of investors who may not understand the 
complexity of mine exploration. To people who do not have a 
grasp of that, anything less than the most optimistic assays can 
prompt them to hit the “sell” button on their Internet trading 
accounts. Those of us who have been around this game for a 
long time look at the bigger picture, realizing that mines are 
never found on the first few drill holes. For the seasoned 
observer there is a recognition that Pelangio may have 
intersected just a few hairs on the tail of an elephant-sized gold 
deposit and the fact that those “hairs” were discovered, 
provides reason to continue hoping the entire elephant is 

nearby. 
 
For people who have been familiar with this industry for a while, the following quote from Pelangio’s press release is not 
discouraging:  
 
"The initial results from Tikal are promising and the zone of alteration and quartz veining in PG09-TK-01 certainly 
warrants further drilling," stated Warren Bates, senior vice-president, exploration, of Pelangio. "On the Mount Kate 
prospect, we successfully intersected the Cote D'Or structure in drill hole PG09-MK-03, which contained intervals of 
anomalous gold values. This structure is an important marker for mineralization at the Obuasi mine. The drill program is 
still in its early stages, so identifying the position and orientation of the Cote D'Or structure will aid our drilling program 
going forward." 
 
Honestly, I had not focused on this sudden drop in Pelangio, because I have viewed this as a longer-term speculative play. 
I do think that management’s model, which is simply an extension of the gold-bearing model at the contiguous Obuasi 
Mine, makes sense and that the company will likely be successful in delineating a sizeable gold deposit. But there are 
never any guarantees in this business, so I am not telling you nor have I ever told you to “back up the truck” and buy as 
much Pelangio as you can get your hands on. That is foolishness, because, as I say, there are no guarantees in this 
business. But what I see in this precipitous drop in the market is a chance for a low-cost entry into this lottery ticket with a 
million times better odds for success than any lottery ticket the politicians promise to pay you. And if Pelangio does hit—
and I think there is an excellent chance that it will—the payoff while not as large as you might expect in your local state 
lottery, will be big for those who buy these shares at under $0.25 and hold for the longer term.  Actually I think these 
shares got a bit ahead of themselves and are now much more reasonably priced, relative to the stage of development of 
Pelangio. I think PLG looks good as a speculative investment at this time. Of course we would strongly suggest you limit 
your allocation to no more than 5% of your entire portfolio at time of purchase.  
 

Uranium Energy Corp. 
 
There are not many uranium companies in the 
U.S. that have a realistic chance of starting to 
produce uranium in the near future. Uranium 
Energy is one exception. It has consolidated its 
land holdings in Texas and has a second 
uranium processing plant in Texas. Through its 
in-situ mining projects in Texas, I expect UEC 
will soon become one of the largest uranium 
producers in the U.S., which has a huge need 
for uranium production, as we produce only 
something like 10% of the uranium consumed 
in the U.S. by our own power plants.   
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I have been covering this stock for several years. But I wanted to pass along the link below which will take you 
to a Reuters interview with Amir Adnani, the president of Uranium Energy Corp.  
 

http://etv.thomsonreuters.com/link.html?ctype=null&chid=3&cid=73324&start=0&end=308&shareToken=Mzo3MzMyNA%3D%3D 
 

 

Headline News from   

 
 
Your editor keeps up to date with press releases by way of a subscription to Stockwatch. I find this service to be 
reasonably priced and I know of none better for tracking Canadian stocks. You can build your own portfolio 
here and prices are refreshed on an ongoing basis with a 15 minute delay. Go to www.stockwatch.com for more 
information.  
 
Following are some of the more significant headlines for the companies we cover as presented at Stockwatch 
this past week. 
 

Allied Nevada Provides Preliminary 2009 Operating Results and 2010 Outlook 

2010-02-09 07:30 ET - News Release 

Also News Release (U-NYSE)  

RENO, NEVADA -- (MARKET WIRE) -- 02/09/10 

 
Allied Nevada Gold Corp. ("Allied Nevada" or the "Company") (TSX: ANV)(NYSE Amex: ANV) is pleased to 
announce preliminary operating results for the year ended December 31, 2009 and an outlook for 2010. Cost of 
sales per ounce of gold sold(1) is expected to be approximately $385 for the fourth quarter of 2009 with full 
year costs expected to be approximately $392 per ounce, better than the full-year guidance of $460-$480 per 
ounce previously reported. Costs were well below expectation due to lower than expected commodity prices, 
the mining of more ounces due to higher than anticipated grades and treatment of silver as a byproduct credit. 
The Company mined 24.5 million tonnes of material including 8.7 million tonnes of ore at an average grade of 
0.75 g/t gold and 7.58 g/t silver. The mine placed approximately 214,200 ounces of gold on the pad and 
approximately 2,161,800 ounces of silver (or 121,200 ounces of recoverable gold and 216,200 ounces of 
recoverable silver), which is 25,500 ounces of gold higher than planned, primarily as a result of the higher than 
anticipated grades.  

The Company sold 14,395 ounces of gold in the fourth quarter of 2009 and full year 2009 sales totaled 42,358 
ounces of gold at Hycroft. In addition to the short-term operating challenges at Hycroft previously discussed, it 
was discovered in the fourth quarter that cyanide consumption was much higher than anticipated. The acid leach 
material mined in 2009, for which we have only limited historical operating data, had relatively high sulphur 
and silver grades requiring a higher cyanide concentration be used. This, along with challenges previously 
discussed throughout the year, has resulted in the shortfall in ounces sold in the fourth quarter and for the full 
year 2009. These issues have been corrected and production levels and leach pad performance are meeting 
expectation. For the month of January 2010, the mine produced approximately 8,200 ounces of gold and 
approximately 17,000 ounces of silver, indicating the mine has now achieved nominal production rates. Current 
production from the new areas of pad under leach is performing as expected with recoveries and gold release 
within planned levels. Management believes past commissioning challenges have been resolved and we are on 
track to meet our 2010 gold sales guidance of 100,000 ounces.  
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"With the planned crusher expansion, analysis of an optimal mining rate for oxide material, the anticipated 
resource update in Q2 and ongoing drilling, we believe 2010 will be an exciting and productive year," 
comments Scott Caldwell, President & CEO. "While we did run into some operational challenges in our start-up 
year, our performance in December 2009 and January 2010 indicates that these issues have been resolved. The 
mine is operating at planned production rates and we are on track to meet targeted production levels for 2010. 
Looking forward, we are shifting our focus to near and long-term expansion opportunities such as an 
accelerated oxide mining rate, sulphide resource development and follow-up drilling on the newly discovered 
silver high-grade zones."  
 
EDITOR’S COMMENT : Ironing out the glitches is always a part of a new mining operation. It seems to me 
that Allied Nevada has been progressing as well as I would have anticipated. In fact, this remains one of my 
favorite new gold producers. I believe the upside in terms of gold production and profitability is enormous. And 
longer term if a mill is constructed a huge amount of silver will be coming form this mine, making it one of the 
larger silver producing mines in the world as well. This is definitely one gold/silver stock I want to continue to 
own in my own personal IRA portfolio.  

Magellan Minerals cancels Creporizinho option 

2010-02-10 13:22 ET - News Release 

Mr. Alan Carter reports 

MAGELLAN ELECTS NOT TO PROCEED WITH CREPORIZINHO PROJECT 

Magellan Minerals Ltd. has elected not to proceed with the acquisition of a 51-per-cent interest in the 
Creporizinho gold project in Brazil. Due diligence work conducted by Magellan included extensive surface 
sampling, drilling and ground geophysics. All proceeds from the December sale of subscription receipts 
currently held in trust by Olympia Trust will be returned to subscribers.  

Magellan will continue to advance its Cuiu Cuiu project, where recent drilling discovered a new mineralized 
zone at Moreira Gomes (see Stockwatch press release dated Jan. 19, 2010), and the Coringa project, where a 
scoping study is currently in progress and additional drilling will commence during February, 2010. 
 
EDITOR’S COMMENT: To be sure, this is a disappointment in that it removes at least for now the prospects of 
cash flow from early production. However, I continue to like this company for its enormous exploration 
potential an think it has great potential to build one or more world class gold deposits in Brazil. I would be a 
buyer of this stock on weakness and I do own it in my own personal IRA.  For the sake of full disclosure, I 
should mention that Magellan is a sponsor on my radio show, Turning Hard Times into Good Times. 
 

Trader Rog’s Corner 
 

A Weekly Review of Key Markets  
by Roger Wiegand 

 
Following is a brief summary of key markets by Roger Wiegand, who I partner with in the production of Trader 
Tracks, which Roger writes for investors who are inclined to trade. The following is excerpted each week from 
Trader Tracks letter. This is one small part of Roger’s weekly publication titled Trader Tracks, which is 
available through Taylor Hard Money Advisors, Inc. (Call 718-457-1426.) 
 

Please be aware that the existence of Trader Rog’s work does not indicate any change to our buy-and-hold 
strategy. When Roger suggests selling certain stocks, or to trade in and out of key markets, that is not Jay 
Taylor’s advice unless we let you know otherwise. But if you wish to play various movements within long-term 
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secular trends, we think Roger’s trading calls are as good as any we know. So trade if you wish, but do so at 
your own profit or peril. Following are Roger’s latest comments and summary for the week just ended.  
 
Dow Jones Industrial Average: Closed at 10099.14 -45.05 just below the 20 and 50 day moving averages that 
are now new resistance. Support is 10,000. Volume was normal and momentum has based to curl up. Traders 
went flat for a three-day holiday weekend. Monday’s are normally “Buy stocks day.” Since we are closed on 
Monday, the next “Buy stocks day” is Tuesday. The EUR Commission meets on Monday when USA markets 
are closed to resolve the Greek debt problems. There is no logical answer but they will contrive one. Should 
this be announced before the opening bell on Tuesday, we can expect a strong rally. This is our forecast. 
We also see a rising pattern (and continuation triangle) leading to a new technical rally. 

S&P 500 Index: Closed at 1075.51 -2.96 exactly on our forecast and exactly what we needed for major 
support. I did not want to see a close under 1075 today indicating weakness and further failures. Support and 
resistance at 1075 is a very powerful number. Resistance is the 20-day average at 1088.62. Volume was normal 
and momentum has based to curl up in a new rally. We forecast a new rally next week taking price to a new 
shorter term high of 1097.44 on the 50 day average. Other lower support is the strongest 200-day average 
at 1047.54. We suspect trading next week could surprise on the upside.  

S&P 100 Index: Closed at 494.90 -1.68 on normal volume and basing momentum. Support is the 200-day 
moving average at 485.99 with resistance at 501.51, the 20-day and 506.40, the 50 day average. Expect 
sideways choppy trading on probably lower volume early next week. Price is being squeezed top and bottom 
into a channeled zone allowing little room for movement.  On top we have two averages and the price of 500 
creating three resistance points. Below is the 200-day moving average. Expect nothing much of a trend here, 
either up or down for most of next week. Should the Greece IMF-EUR credit repairs become believable, 
the funds might be buyers but we think they are too smart to be drawn into that one.  

Nasdaq 100 Index: Closed at 1779.11 on normal volume and basing momentum. This index is the leader and 
we see an inverted head and shoulders signaling a rally ahead. Resistance is the 20 day average at 1785.11 and 
the 50 day average at 1797.18. Should the index breakout and up through the 20-day, 50-day and the price of 
1800 next week, this would forecast some real power for all shares. We cannot be certain it is that strong, but 
if it is, the rest of pack should follow with hard, rising momentum for most all stocks.  

30-Year Bonds: Closed at 117.56 +0.31 on peaking momentum as bonds trade sideways to lower in a new 
channel. If stocks rally next week, bonds should drop and work down toward 115.00 major support. Despite all 
the troubles with credit, bonds continue to hang-on with major offerings selling for the big base metal miners. 
Resistance is the 20 day at 117.96 and the 50 day at 118.21. Last week price touched 119.50 and did a pivot 
reverse to selling. The bonds inverse trade, copper has been rising this week from 290 to above 300 signaling 
more bond selling lies ahead. Expect at least a low of 116.00 to 116.50 for next week on the closes . 

Gold: Closed at 1092.00 -0.80 with April futures rising to 1094.10 in after hours. There was support and 
resistance this week near 1075-1065. Momentum has touched the bottom of that graph at -1 meaning the only 
way next is sideways to higher. It is already curling up today and we forecast more buying next week. Price 
closed on the 20-day average; and resistance is 1092.50 a major magnet number. If gold can get a good start 
next week, we see 1148.50 as a minimum rally with potential to 1226 that could produce a double top 
before selling into the spring. What we find interesting is gold and the US Dollar in rallies together.  

Silver: Closed at 15.59 -0.13 after dropping through the floor at the 200-day moving average of 16.04. Price is 
under all moving averages, which is bearish, but it has based and turned up with momentum right in the cellar. 
A 50% retracement would take silver back to 17.26 resistance. Silver has a tendency to overshoot resistance in 
both directions. Depending upon where gold can go, silver will follow. We forecast 17.26 as a minimum in 
the next rally. Should gold touch 1224, silver can touch 19.50-20.00. If gold can produce a double top at 
1224 or even 1325, silver could go to 21.50-22.00. Silver’s next high is later this month. It should produce 
a secondary high in later May or early June.  
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Gold & Silver Index (XAU): Closed at 159.60 -1.11 just above the 200-day moving average, which is now 
new stronger support. The 20-day average is almost on the close at 158.68. The 50 day average is 164.82. The 
all important metal-to-shares ratio has supported and moved higher above the 21 day moving average. This 
signal is 90% accurate and is saying “buy.” We expect gold and the XAU to rise with silver next week adding at 
least another 10-15 XAU points onto the resistance price of 160.00. Traders should watch the Tuesday open 
next week and be prepared to buy new positions after review of initial trading action.  

U.S. Dollar Index: Closed at 80.33 +0.32 on peaking momentum and a price stuck near 80.00 for both support 
and resistance. That price is the most powerful on the dollar chart for many years. With European currencies 
going weaker, this pressures the dollar to rise. We expect more of it and think the dollar might produce a peak 
as high as 82.50 to 82.00. It is more likely to stick between 80.00-80.50 for the most part before selling down in 
a new cycle next month. Lower channel support is 78.50 and that would be our forecast for March 15th, or 
slightly lower.  

Crude Oil: Closed at 74.55 -0.59 with resistance on the 20-day average of 75.12 and the 50 day at 75.94. 
Momentum has based and is preparing for a new commodities rally. Price touched under $70 one day this 
month and is trading between 72.50 and 74.50 for now. Later this month, expect crude oil to begin rising on 
more demand for building gasoline as it moves into the spring cycle. Once oil breaks through $76.00, we 
think it can touch $80 by the end of March.  
 
CRB Index: Closed at 267.92 -1.79 after touching 270.00 resistance this week. Momentum has based and 
turned up. Price is supported by the 200-day moving average at 267.67, which is firm. Once the CRB can break 
through the 20 and 50 day averages at 270.34 and 273.59 respectively, the next higher resistance is 280.00 to 
282.50. This is the cycle and season for the CRB to rise from the third week of February all the way to 
mid-June. -Traderrog  
 
 

What is Chen Buying? What is Chen Selling? 
 
Chen Lin is on vacation through the end of February and I did not receive the normal portfolio performance 
scorecard I had been receiving. Next week I hope to pass along some info on Chen’s newsletter. Even though he 
is on “vacation” he does keep up with what is going on in the markets as they relate to his own investments and 
his recommendations.   
 

Websites Where Your Editor is Actively Involved 
 

Your editor contributes a daily blog on 
this site most of which is very much 
related to the content of this newsletter. If 
you would like to ask me questions 
regarding some of the views I take in my 
letter and on this site, you can interact 
with me by writing your own response. I 
will try as much as possible to get back to 
you using this forum. Also, I am planning 
to set aside one hour each week to be on 
line with you so we can interact in real 
time. Think about what time might work 
best for you and send that information to 
my assistant, Claudio Bassi at: 
Cbassi@miningstocks.com 
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WWW.GoldInvestor.com is an excellent source of information for mining. My daily blogs appear on this site 
and I expect to be working with Julie Durant, the proprietor of this site in many different ways into the future. 
GoldInvestor is not only a place where you can learn about investments in gold and other mining companies but 
it is a very educational site to help you understand mining economics so you can make your own investment 
decisions more intelligently. One of my favorite features here are some video lectures by one of my favorite 
people in this business, namely Dr. John-Mark Staude, President of this weeks Stock Pick of the week, namely 
Riverside Resources.  

 
For companies your editor is reviewing for possible inclusion in his newsletter, go to www.jayswatchlist.com There are 
indeed some very exciting companies on this list that I am taking a serious look at. If you would like to get a head start in 
terms of some of the next stocks to make their way into this letter, you may want to visit this site. In addition to company 
information, there Eric Sprott, one of Canada’s premier mine financiers is interviewed on this site. 
 

 
 

More Spending is Always the Answer 
 

Last week, the House approved another increase in the 
national debt ceiling.  This means the government can 
borrow $1.9 trillion more to stay afloat and avoid default.  It 
has been little more than a year since the last debt limit 
increase, and graphs showing the debt limit over time show a 
steep, almost vertical trend.  It is not likely to be very long 
before this new ceiling is met and the government is back on 
the brink between default and borrowing us further into 
oblivion.  Congressional leaders and the administration 
acknowledge that the debt limit will need to be increased 
again next year.  They are crossing their fingers that the 
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forecasts are correct and they will not need another increase sooner, even before the 2010 midterm elections. 

Continually increasing the debt is one of the logical outcomes of Keynesianism, since more government 
spending is always their answer.  It is claimed that government must not stop spending when the economy is so 
fragile. Government must act.  Yet, when times are good, government also increases in size and scope, because 
we can afford it, it is claimed.  There is never a good time to rein in government spending according to 
Keynesian economists and the proponents of big government.   

Free market Austrian economists on the other hand know that times are bad because of the size and scope of 
government.  The economy is fragile because of the overwhelming stranglehold of bureaucracy and taxation of 
Washington.  Any jobs Washington might create through these endless spending programs are paid for through 
more taxation and debt put on the productive sectors of the economy.  Just as insidious is the hidden tax of 
inflation caused by the Fed and its ever-expanding credit bubble.  When the Fed steps in with its solutions, it 
only devalues the dollars in everyone’s pocket while encouraging more reckless waste on Wall Street.  All of 
this leads to a worsening economy, not an improved one. 

And so the downward spiral continues.  The worse things get, the more politicians want to spend.  The more 
they spend, the heavier the debt load becomes and the more we have to spend just to maintain our interest 
payments.  As our debt load becomes unsustainable, the alarm of our creditors increases.  It is becoming so 
serious that our credit rating, as a nation, could be downgraded.  If this happens, interest on the national debt 
will increase even more, leading to even higher taxes on Americans and inevitably, price inflation. 

Still, Washington is full of talk of more regulation, more taxation and more spending.  The Senate is still 
struggling to pass a massive regulatory increase on the financial sector, even as the stock market suffers more 
shockwaves.  Pay-as-you-go rules give the appearance of fiscal responsibility, but in truth these rules are only 
used as a justification to raise taxes.  Spending programs like healthcare reform, increased military spending, 
and a recent doubling of destructive foreign aid are viewed by Washington as necessary and reasonable, instead 
of foolishness we absolutely cannot afford. 

The people understand this, which is why there is so much anger directed at politicians.  Washington needs to 
change its thinking and adopt some common sense priorities.  The Constitution gives some excellent limitations 
that would get us back on the right path if we would simply abide by them.  The framers of the Constitution 
understood that only the ingenuity of the American people, free from government interference, could get us 
through hard times, yet Washington seems bent only on prolonging the agony.  

 

Brokers Who Can Buy Canadian Mining Stocks for American Investors  
 
Kevin Hudak - A U.S. broker who follows our investment strategies as well as the companies recommended in 
this letter is a friend of your editor, namely, Kevin Hudak. I believe Kevin will do a superb job for you. If you 
were to find out otherwise, I would very much want to hear about it. I rarely recommend brokers, but Kevin is 
one I feel can serve subscribers to this letter well. So, feel free to inquire of his services at 1-505-980-2809. 
 
Allen Green of Green Financial Group (www.agreenfinancialgroup.com) is located in Ypsilanti, Michigan.  
Our broker/dealer is Cullum & Burk Securities, Dallas, Texas, member NASD, MSRB, SIPC 
(www.cbsfinancial.com). This company offers free consultation to qualified investors.  Call (800) AL-GREEN 
(254-7336) and ask for Allen Green. EDITOR’S  NOTE : Alan Greens also shares most of your editors views 
with respect to investing as well as moral and spiritual values.   
 
David Elliott  - For Accredited Investors your editor suggests you consider using the services of Haywood 
Securities (USA) Inc., located in Vancouver, B.C.  (An accredited investor under U.S. law is defined as a 
person along with spouse who has a net worth of over $1 million or along with spouse has an annual income of 
over $300,000 over the past two years or longer. A single person also needs a net worth of over $1 million but 
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his/her annual income needs be “only” in excess of $200,000 over the past two years.) Though he is Canadian, 
Mr. Elliott and his staff is licensed to do business with American citizens and Haywood Securities (USA) Inc. 
which is the U.S. subsidiary of a Canadian company is well positioned to buy and sell Canadian securities. Call 
David Elliott in Vancouver at (604) 697-7128 
 
Steve Miller – Steve has been a broker nearly 48 years; his last stint was 28 years at Smith Barney; currently at 
Wachovia Securities.  Has been heavily concentrated in the resource; Ag and Precious Metals area for quite 
some time; subscribes to many of the leading investment services; has a vast network of contacts and resources 
developed over his lengthy career.  Considers himself a CUSTOMERS’ MAN (which was the appeal when he 
originally became a broker in the early 60's).  Steve is passionate about his business and is a student of the 
market (Stocks).  He works very long hours (he doesn't play golf and the stock market is also his hobby) and is 
very proud of the results he's achieved for his clientele. In the past several years, Steve has taken on a partner, 
Justin Geller, who does all the things that Steve wants to offer to his clients, including, financial planning; estate 
planning; insurance; fixed income; mortgages. Justin is extremely capable and helps Steve with his Equity effort 
as well. Their 800 number is (800) 654-7444 and direct (212)205-2937. Their offices are in The Fox Building in 
Midtown Manhattan at 1211 Ave of The Americas New York, N.Y. 10036.  Additionally, Steve espouses the 
"Mae West" school of investing and is patient. 
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PORTFOLIO SCORECARD 
���������	
 Exch Ticker P Company Activity/Comments Price Initial Ini tial P rice 2010 Overall Buy/
Security   1/ 1/ 10 Date Price 2 / 12 / 10 % Gain Gain HOLD
GOLD & SILVER PRODUCERS  ("A" Progress Companies)
Alexis Minerals Corp T AMC A Gold mining and exploration in Quebec 0.42$            11/6/09 0.38 $0.37 -11.04% -2.3% Hold
Allied Nevada Gold Corp. * N ANV A Gold Producer in Nevada 15.08$          1/30/09 4.95 $13.73 -8.95% 177.4% hold
Apollo Gold Corp. * A AGT A Gold, Silver, Lead & Zinc produce in Montana 0.44$            12/12/08 0.25 $0.42 -5.68% 66.0% BUY
Great Panther Silver Ltd. T GPR A Silver mine exploration/development in Mexico 0.83$            5/29/09 0.49 $0.81 -3.05% 65.2% BUY
Metanor Resources Inc.  * T MTO A Small Production & Exploration in Quebec 0.54$            1/25/08 0.84 $0.49 -10.19% -41.8% BUY
OceanaGold Corp. * T OGC A Gold Mining-New Zealand, project-Philippines 1.65$             2/27/09 0.48 $2.10 27.48% 338.5% BUY
San Gold Corporation * T SGR A New, smaller gold producer in Manitoba, Ca. 3.46$            9/30/06 1.27 $3.50 1.20% 175.9% Hold

J Taylor's Average  Gain (Loss) on Progress "A" Gold Stocks    -1.46% 111.3%   ---
GOLD & SILVER EXPLORATION STOCKS ("B", "C" & "D" P r ogress companies)
Alexco Resources Corp. N AXU B Near term silver producer in Canada Yukon Terr 3.76$            12/23/09 3.44 $3.20 -14.89% -7.0% BUY
Golden Minerals Co. O GDMN B Explore & develop mining/services Latin America 9.70$            9/11/09 4.15 $10.99 13.30% 164.8% BUY
Goldrich Mining Co. O GRMC B Gold mining and exploration in Alaska 0.38$            8/31/09 0.35 $0.35 -7.89% 0.0% BUY
Guyana Goldfields T GUY B Explore & develope - Gold Mining in Guyana, S.A. 7.60$            10/16/09 5.15 $6.57 -13.54% 27.6% BUY
Luna Gold Corp. T LGC B Producing Gold Mines in Brazil 0.54$            10/26/07 0.80 $0.63 16.22% -21.4% BUY
Midlands Mineral Corp. T MEX B Explore,develop,AU produce in Ghana & Tanzania 0.32$            10/9/09 0.20 $0.42 31.83% 108.0% BUY
Romarco Minerals, Inc * T R B Explore & Develop of gold prop. In US & Mexico 1.66$             4/18/08 0.20 $1.50 -9.38% 671.7% Hold
Sandstorm Resources Ltd * T SSL B Gold royalty co. applies Silver Wheaton Model 0.53$            5/22/09 0.36 $0.60 12.92% 67.6% BUY
SilverCrest Mines Inc T SVL B Explor, Develop gold & silver in Mexico 0.87$            1/22/10 0.87 $0.85 -2.54% -2.5% BUY
Timmins Gold Corp. T TMM B Nearing open pit gold mining production in Mex. 1.21$              8/26/06 0.32 $1.10 -8.32% 250.2% Buy
Animas Resources Ltd. T ANI C Gold exploration in Mexico 0.64$            5/30/08 1.39 $0.47 -25.84% -66.1% Hold
AuEx Ventures  * T XAU C Diverse gold projects portfolio projects in Nevada 2.77$            9/30/06 1.59 $2.86 3.12% 79.5% BUY
Cangold Ltd. * T CLD C  Early Stage gold exploration project in Mexico 0.04$            6/23/03 0.08 $0.04 0.37% -51.8% BUY
Clifton Star Resources Inc. T CFO C Explore & Develop of past gold prop. In Quebec 4.25$            3/20/09 1.89 $5.67 33.31% 199.8% BUY
Coral Gold T CLH C Gold Exploration and Production in Nevada 0.66$            9/4/09 0.42 $0.51 -22.57% 22.4% BUY
Hawthorne Gold Corp  * T HGC C Gold Exploration and Production in B.C. 0.32$            10/11/07 1.79 $0.26 -20.29% -85.6% BUY
Maudore Minerals Ltd. T MAO C High grade underground gold deposit in Quebec 4.23$            2/25/06 0.69 $3.47 -18.08% 404.1% BUY
Nautilus Minerals Inc. * T NUS C High grade gold & base metals mining ocean floor 1.65$             5/26/06 2.85 $2.05 24.02% -28.2% Hold
NioGold Mining Corp. T NOX C Developing ungrounded mines in eastern Canada 0.32$            12/8/06 0.21 $0.33 3.37% 60.3% BUY
Pediment Exploration Ltd. T PEZ C Developing gold projects in Mexico 1.58$             6/1/07 0.78 $1.44 -9.24% 83.9% Hold
Piedmont Mining Co. * O PIED C Start-up Junior Mining Co with Stellar Managm't 0.02$            10/11/03 0.06 $0.02 -9.09% -66.7% Hold
Premium Exploration, Inc T PEM C Explore/Development in Idaho, Montana, Mexico 0.37$            6/5/09 0.17 $0.41 10.54% 151.1% BUY
Riverside Resources, Inc * T RRI C Gold Exploration in Yukon & Mexico 0.55$            8/27/07 0.50 $0.53 -3.09% 6.7% BUY
Spanish Mountain Gold Ltd T SPA C New potentially large gold discovery in B.C. 0.25$            7/16/05 0.31 $0.35 40.14% 12.6% Hold
Magellan Minerals Ltd. T MNM D Explore/Develop large scale near surface in Brazil 0.72$            4/10/09 0.49 $0.64 -11.51% 30.5% BUY
Pelangio Exploration Inc.  * T PX D Gold Exploration in Ghana & eastern Canada 0.55$            9/26/08 0.11 $0.26 -53.28% 144.9% BUY

J Taylor's Average Gain on Exploration and Developm ent Gold Stocks  -1.56% 82.93%   ----
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Denison Mines Inc. A DNN A A Major Uranium Producer - Canada 1.27$             6/26/06 4.11 $1.30 2.36% -68.4% Hold
Van Eck Nuclear Eng. Etf O NLR A Nuclear Energy ETF 22.66$         1/1/09 19.67 $21.13 -6.75% 7.4% Hold
Uranerz Energy Corp. A URZ B 11.1 million lbs E3O8 Resource - ISL Proj Wyoming 1.30$             11/18/06 3.19 $1.36 4.62% -57.4% Hold
Uranium Energy Corp.  A UEC B 10.2 million lbs. U3O8 Resource + Much more Pot 3.78$            6/23/06 2.80 $3.43 -9.26% 22.5% BUY
Terra Ventures, Inc T TAS C Various uranium plays - High grade in Athabasca 0.40$            4/10/09 0.33 $0.46 14.71% 40.2% Hold
Western Uranium Corp. T WUC C 31 million pound historical U3O8 Resource 1.12$              1/31/07 2.29 $1.15 2.93% -49.8% Hold

J Taylor's Average Gain (Loss) on Outstanding Infla tion Hedge Stocks   1.43% -17.6%   ----
������
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Acro Energy Tech. Corp T ART A Sale/Install of solar generating systmes in Calif. 0.28$            12/23/09 0.22 $0.38 33.83% 75.0% BUY
North American Gem Inc. T NAG A Coal exploration and production in Kentucky 0.11$              12/7/09 0.11 $0.11 0.37% 0.3% BUY
Pan Orient Energy Corp. T POE A Thailand Oil and Gas Producer/Can oil sand 7.21$             5/19/08 12.37 $5.57 -22.74% -55.0% BUY

Average Gain (Loss) on Oil and Gas  Stocks   > 3.82% 6.76%  
�������
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�������������
  
Gold   * N/A N/A N/A The Best Money Ever Discovered by Humankind 1,096.40$    12/3/90 390.00 $1,092.40 -0.36% 180.1% BUY
Silver  * N/A N/A N/A 2nd Best Money Ever Discovered by Humankind 16.87$          11/15/97 5.29 $15.51 -8.06% 193.2% Hold
Prudent Bear Fund  * O BEARX A Shorts Equity Markets - Long Gold & Gold Eq. 5.45$            1/1/09 6.69 $5.51 1.10% -17.6% BUY
Rydex Short Long US Tree O RYJUX A Mutual Fund to Short 30-Yr. U.S. Treasury Bonds 14.87$          3/6/09 13.98 $14.63 -1.61% 4.7% Hold
World Prec. Metals Find * O UNWPX A Frank Holmes - Produce. And Expel. Gold Stocks 17.42$          3/20/03 9.70 $16.63 -4.54% 173.1% Hold
OCM Gold Fund O OCMGX A Major and junior gold mining mutual fund 23.52$         2/7/08 23.52 $21.72 -7.65% -7.7% Hold
Central Fund of Canada * O CEF A Holds Gold and Silver Bullion 13.75$          1/7/00 7.42 $13.33 -3.05% 80.9% Hold
S&P 500 Index N/A N/A N/A  Broad based measure of U.S. Stocks 1,115.10$  1/1/00 1,453.82 $1,075.51 -3.55% -26.0% --  

 

CHART EXPLANATION|| Exch. A=American; N=New York; O=NASDAQ/Bulletin Board; C= Canadian 
Exchanges; M= Montreal. T= Toronto. ||P=PROGRESS RATING - A = Currently Operating, B=Not in 
operation but with pre-feasibility or feasibility study in hand; C = No feasibility study but indications of a 
commercially viable mineral deposit. D= A mineral resource not yet delineated but based on size of mineral 
bearing structures and early geological work, potential for outlining an ore body appears good.|| 2009 CLOSED 
POSITIONS:  Non so far in 2010. || J Taylor’s Gold, Energy & Tech Stocks, is published monthly as a 
copyright publication of Taylor Hard Money Advisors, Inc. (THMA) , Box 780555, Maspeth, N.Y. 11378, 
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Tel.: (718) 457-1426.|| *  Represents companies in which the editor and/or his family hold a long position. 
Website: www.miningstocks.com. THMA provides investment ideas solely on a paid subscription basis. 
Companies are selected for presentation in this publication strictly on the merits of the company. No fee is 
charged to the company for inclusion. The currency used in this publication is the U.S. dollar unless otherwise 
noted. The material contained herein is solely for information purposes. Readers are encouraged to conduct 
their own research and due diligence, and/or obtain professional advice. The information contained herein is 
based on sources, which the publisher believes to be reliable, but is not guaranteed to be accurate, and does not 
purport to be a complete statement or summary of the available information. Any opinions expressed are subject 
to change without notice. The editor, his family and associates and THMA are not responsible for errors or 
omissions. They may from time to time have a position in the securities of the companies mentioned herein. All 
such positions are denoted by an asterisk next to the name of the security in the chart above. No statement or 
expression of any opinions contained in this publication constitutes an offer to buy or sell the securities 
mentioned herein. Under copyright law, and upon request companies mentioned herein, from time to time pay 
THMA a fee of $500 per page for the right to reprint articles that are otherwise restricted for the benefit of paid 
subscribers. Subscription rates: One Year $179; Two Years - $329; Three Years $399. Foreign postal delivery -
one-year -$200.  
 


