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In our Outlook on 10/20/08, we expected Gold to surpass $800 by the end
of the year. Gold not only surpassed $800 within the given time frame but
reached as high as $892 on 12/29/08. Gold has been one of the few bright
spots in the financial markets since the credit crunch has taken down
almost all asset classes and spared very few. We attribute this to Gold's
favorable supply/demand fundamentals, massive reflationary policies by
world governments, and safe haven appeal.
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So what do we do now? Invest more in Gold? At this point, we have taken
profits on our long Gold positions. When we initiated our positions on
10/20/08, 0% of the stocks in the HUI Gold Index were trading above their
50 day moving average. As of 12/29/08, 100% of the stocks in the HUI
Gold Index are trading above their 50 day moving average. From a
sentiment standpoint, there is currently no shortage of Gold Bulls so the
long Gold trade may be getting a bit crowded now.



In the short-term, we think Gold is a bit over-extended and vulnerable to a
correction. In the long-term, we like Gold as an investment since the
reflationary policies of the world's central banks will likely create massive
inflation in the future. At this point, we will wait for some froth to dissipate
in Gold before enterina new lona positions.

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.
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