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Silver is looking attractive as a buying opportunity after declining nearly
30% since mid-July. Precious metals as a group have declined since mid-
July but the decline in Silver has been noticeably more steep than other
precious metals such as Gold.  

 
The steep sell-of in Silver relative to Gold has led to a dramatic spike in the
Gold/Silver ratio as shown in Graph 2. The Gold/Silver ratio measures the
value of Silver relative to Gold. An increasing ratio indicates that Silver is
getting cheaper relative to Gold. Since the sell-off in mid-July, the
Gold/Silver ratio has spiked from 50.58 on 7/14 to 60.97 on 8/28/08. As
shown in Graph 2, Silver typically rallies after a spike in the Gold/Silver
ratio so we believe this is a good entry point for building a long position in
Silver.
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Silver has declined nearly 30% from mid-July, 
declining from 19.25 on 7/14 to 13.68 on 8/28.
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Our positive stance on Silver also stems from our bullish outlook on Gold.
Silver normally rides the coattails of Gold in both rallies and corrections.
Since Silver is extremely undervalued relative to Gold based on the current
Gold/Silver ratio, we think Silver will rally more than Gold in a rally and
decline less than Gold in a decline. Thus, the risk/reward currently favors
Silver over Gold. We expect to see Silver rally to $14.25 or more within the
next 2 months.

Mark Yuan, CFA

Investment Risks: All investments are subject to risk, including possible
loss of principle. The views expressed in this commentary reflect those of
the portfolio manager and YieldSafe Investments LLC as of the date of the
commentary. Any views are subject to change at any time based on
market or other conditions, and YieldSafe disclaims any responsibility to
update such views. These views are not intended to be a forecast of future
events, a guarantee of future results or investment advice. Because
investment decisions are based on numerous factors, these views may not
be relied upon as an indication of trading intent on behalf of any portfolio.
The information contained herein has been prepared from sources believed
to be reliable, but is not guaranteed by YieldSafe as to its accuracy or
completeness. References to particular securities are intended only to
explain the rationale for the portfolio manager's action with respect to such
securities. Such references do not include all information about such
securities, including risks, and are not intended to be recommendations.

Graph 2

Peaks in Gold/Silver ratio (circled areas) 
have been followed by rallies in Silver.   
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