WE SAY BULL!
Here we are six years into an impressive bull market for commodities. After an explosive 36.7% run-up for gold in the first 18 weeks of 2006, gold hit $725 before this bull market finally took a rest. The correction seemed endless at times, but that's the nature of the beast. Gold has now recovered to trade back above $640. Back in 2005 gold had another major correction from December through July 2005. What happened next was an explosive rise for gold ending with a 25 year high in May 2006 of $725. We feel that the next six months will be just as exciting for the precious metals markets.
	

	The Impressive Five Year Gold Chart


Any way you look at it, gold and silver have not been in a lull for the last five years. Since a low in 2001, gold is up 146% and silver is up 214%. In our 20 years of writing about the gold, silver, and rare coin markets, we've never seen a time like this when the markets were driven by world political events none of them positive. It's no wonder gold and silver have been the safe havens of choice during the war on terrorism and the war in Iraq. 

Gold and silver have provided protection from rising inflation and currency fluctuations as well. Inside this exclusive Austin Report, we'll lay out a persuasive case for buying more gold and silver now before prices bounce and the next leg of the bull market for precious metals begins. 

Despite Correction, Gold is Up 23% and Silver Gained 47% in Past 12 Months
Powered by a world in conflict, precious metals continued in a strong bull market through 2006. Investors were confronted with the problem of making money as the U.S. is bogged down in a quagmire in Iraq, Israel invaded Lebanon, North Koreans fired off rockets and a nuclear bomb, and with a nuclear confrontation with Iran building. In these uncertain times, gold and silver profited handsomely serving their role as safe havens. In the past year, gold is up 23% while silver gained 47% in 12 months.
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	Huge gains for gold and silver in the past 12 months


The investor demand in the U.S. was marked by growing concerns about the economic outlook, rising inflation expectations, a weaker dollar, and higher interest rates. World gold demand was led by India where appetites for all things gold accounted for no less than 43% of the global retail investment demand in Q2.

Rising Gold Demand from China
Fresh demand for gold continues to come from China where gold ownership was legalized in 2006. Amazingly, there are more millionaires in China than people who live in Canada. As the safe haven of choice, gold and silver outperformed most markets through the year. 
 
The World Gold Council reported, Perhaps astonishingly to some, the gold spot price outperformed a number of assets in the year ending Sept 30th... In other words, we would say, "It's been another terrific year for gold and silver."
In fact, the top of the gold market hit $725 on May 12th surpassing a 26-year high. Silver closed at $14.94 on the same day. Everyone was stunned as gold rose from $543.50 to $725 in just 60 days. This irrational level of enthusiasm meant that a correction was imminent just as we forecasted. Indeed, we experienced a long summer correction which finally appears over. 
Thankfully, short-term traders have exited the market which may reduce volatility in 2007 at least until the next international crisis flairs up! So, what's next in 2007? As this report continues, we'll share why we believe that we are still in the early stages of a bull market and why we feel gold is headed to $798 and silver to $17.38 in 2007. 
 
Remarkable Gains to Say the Least
For the last six years of this bull market, precious metals have had remarkable returns. Gold has averaged annual gains of 26% since 2002.  Silver investors averaged gains of 36%. The year by year gains are detailed in the graph below. If gold and silver were stocks, they would be the Google of our times and a leading financial news story.
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	  *2006 through Dec 29


Gold & Silver in a Stealth Market- Shhh
Despite the ongoing year after year successes of precious metals, we still feel sometimes like this is a stealth market flying under the radar screens of most people.

Our clients who own gold and silver know and appreciate that they are big winners. But the news media, which is owned completely by publicly traded companies, pushes stocks like they were a cure for cancer. 
The fact is that stocks are fraught with risks and the risks get worse as the economy begins to slowdown. This fact is being ignored.  

Some would ask if the run-up in prices for commodities, gold, and silver are over or is the best yet to come? To better understand the time frame for commodity bull markets, we borrowed a graph from the highly respected Aden Forecast. Below you can see that the investment cycles for commodities are usually long, very long. You may only get one chance in a generation to ride the profit [image: image3.jpg]B = G e e
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power of a gold and silver bull market. 
Typical Gold/Silver Bull Market Lasts 22 Years
The graph below was quite surprising dating back to 1804. It shows the pattern of bull markers for commodities (not just precious metals.)  Prices always spike during wartime. Whether it's WWII, the Cold War with Russia, the war in Iraq or the war on terrorists, the government spends lots of money in wartime. Congress spends, the government prints more paper money, the country borrows money like crazy, and that creates monetary inflation. The military spends money on war machines and dries up industrial supplies of just about all commodities. 
This creates price inflation for fuels, energy, metals, precious metals, and agricultural products. 
A worried public, tends to hoard away gold and silver preferring precious metals as a safe haven in times of war, inflation, or political unrest. 
Historically, a Mega-Trend Bull Market for commodities is not a short-lived event, they've averaged about 22 years dating back to 1804. If we track the start of this latest gold and silver bull market to Jan 2001, we are just moving into the sixth year of a 22 year Mega-Trend Bull Market. 
Is it Too Late to By Gold/Silver Now?
Based on this chart alone and understanding that a Mega-Trend Bull Market typically lasts 22 years is critical to making money in the gold/silver markets. One question that we're often asked is, "How will we know when a bull market is over?" 
Think back to when everyone thought high tech stocks would make them rich. Bull markets are characterized by optimism, investor confidence and expectations that strong results will continue forever. At the extreme high end is a crazy buying mania where prices exceed all past market highs. Late arrivers to the party rush in willing to pay any price for whatever. The news is rampant with reports and your friends are talking about getting rich and retiring at age 50. 
By comparison with the "high tech mania" of the 1990s, we have no fear that we are anywhere near the top of this gold/silver bull market. Sure, there's strong demand for gold/silver. Prices are strong and moving up. But, there is no buying mania going on. In fact, precious metals are relatively quiet. Despite the average annual gains of 26% for gold and 36% for silver in the last five years, neither metal is anywhere near past market highs. In our opinion, that spells PROFIT, even for newcomers to metals.  
$2,100 Gold a Realistic Top
One trend of a bull market is that they almost always surpass the previous market highs. While an investment is still trading well below the highs, the risks are lower, the profit opportunities stronger. So let's look at the past highs for gold/silver. As we write this report, gold is trading under $650 per ounce. The past market high for gold is $850 in 1980. However, if we make the logical adjustment for inflation since 1980, 
Gold would have to trade over $2,100 in today's dollars to equal the past market high. 
Today silver is trading under $14. Silver would need to trade at $126.98 in inflation adjusted dollars to hit past highs. that implies that larger returns are still possible (and quite likely in our opinion) for both gold and silver. Before you start thinking The Austin Report is predicting gold to top $2,100 next year, we're not. In fact, we are only expressing how important it is to remember that the value of paper money is being inflated away. Gold used to be money and there was no such thing as inflation. With fiat paper money we must adjust for inflation across a 10 or 20 year time span. 
In a moment, we'll give you our forecast for gold and silver highs in 2007. As we peer into our magic ball to predict where gold and silver are headed, we have to ask ourselves a common sense question, Has anything really changed to stop the flow of capital to precious metals as a safe haven? Our answer is an emphatic NO! 
Key Market Forces Driving Gold & Silver in 2007
The core reasons to own gold and silver have not changed much over the last five years. That's why gold and silver have continued their strong bull market. As background, we've detailed a list of key forces that we feel are the most likely to control the price of gold and silver in the coming year:

World Banks Acquiring Gold The reduction of the flow of gold out of European banks will help dry up physical gold supplies in 2007. Governments don't want to sell when prices are on the rise. Meanwhile, Russia and China have been buying gold in massive amounts and that will shelve a massive physical supply of gold for years if not decades to come.

Mining Companies Around the globe, gold and silver are getting harder and harder to mine. Some mines are now 2˝ miles deep. In recent years the mining industry has not invested adequate dollars to increase their supply. As it does, it takes years to bring a mine online. The 2006 gold supply from mining was flat. That's positive for gold long-term.

High Tech Industry As a major consumer for gold and silver, stronger high tech markets in 2007 will increase the demand for metals. Much of the gold/silver used in electronics is gone forever and cannot be recycled. Most electronic equipment ends up in a trash dump in a few years and the gold/silver inside never used again.


Hedge Funds These secret and ubiquitous funds account for much of the recent volatility in precious metals in 2006. Ditto for next year. Derivatives traders have no interest in the price, only in price movement. They create wide trading ranges for stocks and even precious metals you might expect to be more stable. We feel that gold/silver prices will be volatile to the upside throughout the coming year. Please learn to adjust to this recent development.

Exchange Traded Funds ETFs were created for gold in late 2005. Traders, individual investors, and mutual funds can all use these funds to mimic the performance of gold bullion, less the trusts' expenses. The effect of these new ETFs is to add volatility as traders can more easily move in and out of precious metals.

Commodities Prices Overall In this historic period of high oil and gas prices, as well as rising gold/silver prices, commodity markets will tend to move together in 2007. Simultaneous growth on an unprecedented scale is creating historic gold/silver/commodity demands from China, India, Russia, Asia, the Middle East, and Africa. This growth in demand is expected to continue to push prices upward. China especially will be booming before it hosts the 2008 Olympics.

Personal Gold/Silver Buyers There are two classes of gold/silver buyers in this category. One is the retail gold/silver buyers who are buying jewelry and fashion products. A strong economy will increase their ability to buy jewelry. On the other end is the prosperous, successful individual investor who is worried about his future and is buying gold/silver both as an investment and an insurance policy. Wealth is growing in India, China, and newly developing nations to create more buyers on both ends of the personal markets.

While we would like to point to one or two of these factors being the strongest forces in 2007, the puzzle is far more confusing. Each factor can dominate public opinion based on changing political events. Since gold is priced worldwide in terms of U.S. Dollars per ounce, the rise and fall of our fiat paper currency may prove to be the most powerful catalyst that changes the direction and increases the momentum in 2007. Next year may be a lot like this year a time of chaos with different forces ruling gold/silver prices at different times. 

Gold Headed to $798 in 2007
Silver Forecast to Top $17.38 in Latest Bull Market
In 2007, we fully expect gold to continue in the current bull market now that the latest correction is over. The huge 22 year Mega-Trend timeline continues to rule the bull market for gold and silver. Since this bull market started, the average annual price increase for gold has been 26% over the last five years. 
If gold can sustain recent annual average gains in 2007, we would be looking at gold to top $798 by this time next year. Silver's performance over the last five years has achieved annual gains averaging 36%. A repeat of that performance will take silver to a high of $17.38 before this time next year. 
