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US Trade Deficit Shrinking

While we “goldbugs” revel in Gold’s rise after the Fed-head blinked and placed a
Bernanke “put” under the stock market (replacing that of his predecessor, Green-
span), we must continue to look at all the data that drives Gold’s price.

Yes, the US Dollar continues to slide lower. BUT, as seen on Page 16 chart, the
US Current Account Deficit, as a percentage of US GDP is falling, from 6.79%
4Q05 to 5.54% in the just-reported 2Q07. On an absolute basis, the record annual-
ized deficit of $868 bil seen in 3Q06 has shrunk by $105 bil to $763 bil in 2Q07.
This means fewer US$ are being Exported to the rest of the world, which means
fewer US$ offshore that might be sold to drive its value lower.

And the lower US$ is having an impact. Monetary policy has an 18-month lag,
and so do currency value changes. In the 3 years data below, the US$ Index peaked
at 92.63 Nov-05. Of late, the Index has been in the 78 range, 15% lower. This
lower USS$ is shrinking the Trade Deficit, as Import growth since Nov-05 has been
+12.3%, but Export growth is twice-higher at +24.5%. It’s cautionary data to watch.

Supply & Demand sets prices in all market. The US$ market continues as one of
excess supply and we think $800/0z is reachable in 2007. But the $1,000/0z that
some see in the next year will take an exogenous event and not be data-driven.

Market Indicators 7
Mine Trip Reports:
Western Goldfield’s
Mesquite  8-9
Pan American’s
Alamo Dorado 10
Goldcorp’s
Penasquito  11-12
Metallica’s
Cerro San Pedro 13

Denver Mining Forum
Presentation Highlights:

GSA Top 10;

Notables;

Others of Interest 14-15

Analyses Inside:
US Current Acct Deficit vs

' T ' ; -1 T ‘ T =
ey | US Trade Monthly Deficit M =$196.95 206,
Copyright ©2006 - Al rigts ecerved ‘ | 2 +12.3%
M = $175.30—i— A w‘ i US Inport 180
- “u A Aug-06 (G&S, BOP besis, $8)
" Ef;f Jul-07 160;
e Ul ) _
g4 -$64.7b 1
b los = $137Zb
-$55.6 b +24.5 % o
L so0 [US. Dollar Index US E s
A (G&S, BOP basis, $B)
2007

2005 | 2006 | |

US Dollar vs Gold 16
Next Issue 11/1/07

Web Posted:
Where Are We Now?
Based on 10/5’s $741/oz Gold, and
GSA’s proprietary Market Cap/oz data
base compiled since 1994 for Rising

Magical Mystery Tour

Well, not quite, but it was a great 10 days that saw your Editor on 12 flights, with

planes ranging from a 20 passenger prop-powered Twin Otter, to a 30 passenger

chartered Dornier jet, to standard commercial Boeing 757s. These flights, plus

countless hours bussing to, from, and around the mines, hotels, and airports, pro-

vided plenty of opportunity for the 15 Analysts and Fund Managers to trade ideas,
observations and stories and made every minute useful. ... continued Page 3

and Falling Gold price trends, Gold
stocks trade as if Gold was $707/oz.
On average, Gold stocks are:

5% Undervalued

* 5.0 Gold/XAU Ratio proved its worth again. As Sept issue pointed out (pg 18),
the ratio rose above 5.0 in August to signal “buy” and hit 5.27 on 8/16. Seven
weeks later, Oct 5, Gold was up 12% at $743, but XAU had gained 36%6 to 171.

« See you at San Fran Gold Show, Nov 18&19. It’s free. Info at: www.iiconf.com
« Editor Interviewed Oct 6 on www.financialsense.com; begins at 40 minute mark.
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