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Outlook 2007 - reduce expectations
Seasonal rally postponed?

2006 closed on aposi-
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By year end, | was get-
ting apprehensive. Marketsof al kinds,
not just resource stocks, but also the
broader North American and emerging
globa marketshaveall been exception-
aly strong, not just since September, but
ever snce2003. By December the TSX
Compositewasfinishingitsfourth con-
secutive doubledigit gain, hitting new
successived timehighsand the Venture
Index wasback tothetop of itsfiveyear
trading channel. How much upsidecould
therebeleft, and wasthisagoodtimeto
buy stocks?

Then January began and everything
begantounravel. Thequestionis- isthis
aninconsequentia setback to beignored?
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The pausethat refreshes? Or something
more than that, like some have sug-
gested, the end of the commaodity bull
market?| believe, somethingin between.

Technically speaking

| hate to read too much into aweek’s
trading. But some undeniably bearish
signs have been flashed, the most omi-
nous being the breakdown of the CRB
Index to new lows (see above). The
TSX Compositeand the Venture Index
have enjoyed amulti-year string of dou-
bledigit annua gainsasadirect result of
anongtop risng CRB Index. After risng
almost nonstop since 2001, the Index
has clearly broken its uptrend this
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past September and after aretracement
rally has resumed its bearish trend by
breaking its September lowstwo weeks

ago.
Seasonality

Seasonally, Gold and small capsoften
movehigher until they peak sometimebe-
tween February to as late as June. Un-
lessit’sjust a pit stop, this correction
comesat aninopportunetime, running
againg theseasond tide. Normally at this
timeof year we' d sit back and et the mi-
cro capswe bought at the seasonal lows
ridefor another month or three. Thenwe
can usetheseasonal highto sdll into.

........ Cont’ d on Page 2.
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This seasonal cycle
may havejust been cut off
at thekneesif the sdll-off
incrudeoil continuesand
the US Dollar remains
strong.

What’s Don saying?

Don Coxe has never
beenahugefanof goldlike
hehasthebasemetdsand .
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energy. But he'sputtinga
goodwordin for thepre-
cious metd now. Why?
Because of a new con-
cern he has about the
proliferation of private
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debt financing taking over
publicly held assets. He
believes an inordinate
amount of thishasbeencre-
ated lately and with 70%
of it classfied asjunk sta
tus- soundslikehe scon-
cerned about andisorderly
unravelling of this debt
down the road. To the
point that thisaloneisa
good reasonto hold gold.
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That wasencouraging.
Other indicators

The S&P 500 early
warning indicator has
flashed aweak negative
signal for 07 when it
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lessthan one half aperc-

ent during thefirst week of thetrading.
Corporate earningsarerolling over as
economic growth dows. Especialy for
TSX listed resource-based companies,
earnings comparisonsare going to get
tougher startinginthefirg fisca quarter.
Onefina concernthat hasjust propped
up asthisisbeing written - the Chinese
stock market stumbled hard this past
week. Another global risk out thereare
the emerging markets. A whole host of
LainAmericanandAsanemerging sock

marketswereupintheorder of high dou-
bledigitsand even many over 100%this
past year ?What hgppenswhenthey dl sart
moving down at the sametime? Do the
hedgeand pensionfundsal try toexit at
the same time? The door won't be big
enough to accommodate them in an or-
derly fashion, if youknow what | mean.
Onthebright Sde, economicgrowthisn't
collgpsing - thehousing dowdowninthe
U.S. remainsorderly and employment and
consumer pendingremanbrisk.

Conclusions

| fill believein Peak Qil theory andina
muchlonger term secular commodity bull
market lasting up to two decades. For
energy and for gold prices. For that rea-
sondone, | never want to be completely
out of the game. Not to mention, some
event, liketheflooding of aCigar Lake
or awdl aimed missleintothesideof an
oil tanker, could send pricessky rocketing
without noticeovernight.

However, for the short to intermediate
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term, for 2007, considering all of the
above, | dobelievethat weneedtoscae
down our expectations. | don’t believe
that therelatively easy gainsof the past
4 consecutiveyearswill necessarily con-
tinuethisyear. | believethereisarea-
sonablechancethe TSX Compositewill
not havedoubledigit gainsagainthisyear
or could even havean off year.

Gold - Isstill sitting roughly $100 be-
low previoushighs. I’ m concerned that
thestrong part of theseasond cycle, from
September to February iscomingtoanend
and buyerswill run out of gasbeforetak-
ingthepricetonew highs(thedefinition of
any bull market). Anything can happen,
but I'm alittle sceptical that gold can
achievenew highsthisyear. Until that is,
we see a definitive break to the down
sdeintheUSDallar.

Asfor CrudeOil, priceshave moved
along way inashort time, it's getting
oversold and ready for abounce. But |
can't seehow highthey gowhilerecord
inventoriesexist. Pricescan be counted
ontorecover only oncethese aretaken
down, watch theoil inventories.

For theCRB Index, | canenvisiona
bigA-B-C wavecorrection asindicated
inthechart on page one.

TheVenturelndex hasjust bounced
off resistance at 3,000, coincidentally
right at thesame point whereit intersects
thetop of itslong term trading channel.
Whether the Index takesarun at 3,000
and last May’shighsor not will depend
entirely ontheitemsdiscussed above.

Don't take any of thistoo seriously.
Gold could also be setting up to burst
out of themassvetriangleonitslongterm
chart to theupside, taking it well above
May’shigh.

Or it could belike 2005. A relatively
lousy start totheyear - leading to aspec-
tacular 2nd half and early 2006. Another
reason not to panic and be out of every-
thing. Thiscouldjust beleadingtoagresat
buying opportunity.

Therearesmply anumber of undenia-

ablesgndsgivenlately that can’'t beig-
nored. | amlesscertain of themarket’s
direction given the strong crosscurrents
which havegppeared sncetheNew Year.
Hooked on ener gy

Just to contradict myself, both of two
stock picks| haveincluded are energy
related. I’ m not making any statements
about loading up on one sector or an-
other. Thesejust happenedtofit thecri-
teriafor companies| believecould bein
break out mode. | find energy plays, the
classcstuation being drillingfor oil and
gas, provide the simplest most direct
routeto becoming cash flow positivea-
maost overnight.

Gold Point Energy
GPE.TSX-V $0.37
OTCBB: GPEGF$0.25
Frankfurt WKN #A0HGQ1
Price Jan 12/07: $0.37
52-Wk.H.-L.: $1.40- $0.35
SharesF.D.: 23M

Market Cap: $8.5M

Play it again, Sam.

Thefirst experiencewith GPEwas a
pleasant oneindeed. Wefeatured thisoil
and gascompany ayear and ahalf ago
intheMay/June 2005 at $0.50. It sat for
threemonthsalowing timefor duedili-
genceand accumulation. Thenit promptly
doubled and tripled. We were afforded
the better part of amonth to part withit

for threetimeswhat we paid and for about
ayear at adoubleor more.

| certainly would never promiseit, but
thisisideally what I’'mlooking for - a
strong seasonal trade with an opportu-
nity to take profitsat over adouble. Do
that and you own half apositionfor free
and you have price protection on your
origina investment. Or dumpit all and
wait for the next seasonal low to com-
pletey reload your positioninit or some-
thingese.

It might beworth looking at again now
with the price back down below where
we began last time around. They have
projectsin South Dakota, M ontana,
Wyomingand Ar gentinawith someini-
tial production getting underway aswell
assomehighimpact project drillingcom-
ing up. Contact: Sean Hurd (604) 687-
1828 or Toll Free: 1-800-901-0058
www.goldpointener gy.com

RJK Exploration

RJIX.A.TSX-V $0.115
OTCBB: RKAF: $0.08

Price Jan 12/07: $0.115
52-WKk. H.-L.: $0.13 - $0.035
SharesF.D.: 29M

Market Cap: $3.3M

An 11 cent Uranium Stock

RJIK Exploration hasasuite of proper-

ties, but theonethat interestsmeisther

Churchill Uranium Property, see:
ww.rjkexplorations.com/update/
Churchill.pdf
Sitting within 500 metersof the shores
..... Cont’d on Page 4
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of Hudson Bay and only 6 kms from
Churchill, the property wasprevioudy
held and explored by RIK management
and othersinthe 1970. (re-acquiringit
in 2005 for RIK). Infact, legend hasit
that thegeo who found uranium herewas
Nelson Baker, who today isof course
the CEO of Rainy River Resour ces,
RR-$4.84 awonderful gold discovery
success story in northeastern Ontario.
Back then, Nelson found ahalf pound
per tonne U308 in surface chip sam-
plesyet the property wasnever drilled.
Drill ready targetsare present and man-
agement promisesexploration thisyear
including drilling withinthefirst half of
theyear. Who knowswhat they might
find. | dareyato find abetter Uranium
prospect at thisprice. Contact: Glenn
Kasner (705) 567-5351 (Kirkland
Lake) or www.rjkexplorations.com/
update/home.html

Last Minute Reminder:
Cambridge House Vancouver Re-
sour ce Confer ence, Sunday/Monday,
January 21/22, “Under the Sails’ at the
Vancouver Trade and Convention Cen-
tre. Register on-lineinadvanceto avoid
a $25 on-site entrance fee at
www.goldshow.ca

A no cost EGS Workshop (W3) for
subscribersand prospective subscrib-
erswill be held at 4:30 Sunday.

TheCanadian Association of IncomeTrust
Investors has launched its website:
www.caiti.info. We haveall been waiting for
thistype of advocacy group to emerge from
thefog. BECOMEA MEMBER TODAY!!!

This association is exclusively devoted to
representing the interests of ALL income
trust investors. The primary goal of the
association is to defeat the Canadian
government’sTax FairnessPlan (TFP).”
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UPDATES

None of thethreegold or silver explo-
rationjuniorspickedin early December
06 | ssuehavemoved or had enoughtime
to produce any significant news, with any
price momentum being cut short by gold
priceweakness.

Frontier Pacific Mining
FRPTSX-V $0.67
From: Nov-06 Issue @ $0.40

= o T

Foh A For B Gm i Py Tap (et Bex Jac AT

Gresat interest in Solex Res. SOX, our
favourite grassroots Uranium explorer,
haslikely spilled over to FRP, But thechart
isat acrossroads now, facing resistance
at theApril 2006 highsaround $0.75.1'd
hazard to guess, if the seasonal cyclefal-
ters, itwon't get through. If thecyclecon-
tinues, it will. The stock also hasitsown
reasons to move forward as they ap-
proach and reach important permitting
milestonesthisyear. Holdif youlike out-
look for Gold. Foldif youdon't.

Naikun Wind Devel opment
NKW.TSX-V $0.73
Nov-06 Issue @ $0.60*
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NKW got a nice boost that took the
priceto anew level after thisappeared
on the front page of StockHouse.com:
Resour ceReport: NaiKun Powering
up Turbines in Haida Gwaii by
Doug Hadfield of the Resourcex Inves-
tor.

For all itswater resources, B.C. isstill
unableto meet it’'spower needs, import-
ing 15% of it. Peopleare protesting new
coal plants. Theprovince needsthisand
| still think itsabuy and hold. A second-
ary buying opportunity may ariseafter 2.4
Million flow-through shares priced at
$0.50 are released for trading near the
end of January.

*TheClosingor target priceinitialy $0.38
was later revised upwards to the low
$0.60'safter the name changed.

Louis Paquette's Emerging Growth Stocks is an independent publication committed to providing an objective analysis of the markets, focusing on the TSX-Venture exchange and individual companies with substantial upside
potential over the next six to twelve months. The information herein is believed to be accurate but this cannot be guaranteed. The analysis does not purport to be a complete study of securities mentioned herein, and readers
are advised to discuss any related purchase or sale decisions with a registered securities broker. Companies featured in EGS are often at very early stages of development and can therefore subject to business failure, and
are to be considered speculative and high risk in nature. Reports herein are for information purposes and are not solicitations to buy or sell any of the securities mentioned. The author may or may not hold a position (long
or short) in the securities mentioned herein. This publication may not be reproduced without the expressed prior consent of the author. The author is not a registered securities advisor, and opinions expressed should not be
considered as investment advise to buy or sell securities, but rather the author’s opinion only.




