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Amex Gold Bugs Index (HUI) 

Buy Date Amount Buy Price Total (USD) Price Today Value Today 

March 12, 2003 1 125.54 1 
 

  

Total 1 125.54 1 517.66 517.66 

Profit         392.12 

Profit (in %)         312% 

OUR LONG-TERM 
RECOMMENDATION     STRONG BUY   

OUR SHORT-TERM 
RECOMMENDATION     STRONG BUY   

 
 
NYSE Arca Gold BUGS Index 
 
The NYSE Arca Gold BUGS (Basket of Unhedged Gold Stocks) Index (HUI) is a modified equal 
dollar weighted index of companies involved in gold mining.  
 
The HUI Index was designed to provide significant exposure to near term movements in gold 
prices by including companies that do not hedge their gold production beyond 1.5 years.  
 
The HUI Index was developed with a base value of 200.00 as of March 15, 1996. Adjustments 
are made quarterly after the close of trading on the third Friday of March, June, September & 
December so that each component stock represents its assigned weight in the index. 
 

 
 
 

A LOSS OF 70% 
FROM HIGH TO LOW 
DURING THE 
FINAQNCIAL CRISIS 
OF 2008! 
 

A GAIN OF 1,370% 
FROM LOW TO HIGH! 
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The underperformance of gold shares in relation to gold since the beginning of 2008 

 
 

 

 
 
 
The two charts, showing the gold price and the HUI Index, illustrate many aspects of market 
behavior that an investor needs to know, most importantly: 
 
in the long-term, gold shares tend to go up three times as fast as the gold price but 
 

1. Gold shares are more volatile than the price of gold. 
2. Gold shares generally outperform gold - but not always - at times the situation is 

reversed as since 2008. 
3. Gold shares do not move in a parallel fashion, depending whether the companies are 

already producing, are near-term producers or explorers and developers. 
 

During the recent general down-turn of stock markets, which also affected gold and silver 
shares, explorers and developers were hardest hit. They offer now a unique recovery potential. 
 

     UP 0% 

A GAIN OF 157% 
FROM LOW TO HIGH! 
 

A LOSS OF 37% FROM 
HIGH TO LOW! 
 

 DOWN 70% 

SINCE 2008, GOLD SHARES HAVE 
MASSIVELY UNDERPERFORMED 
THE PRICES OF GOLD AND SILVER 
AND HAVE REACHED EXTREMELY 
OVERSOLD LEVELS. SUCH 
EXTREMES NEVER LAST LONG 
AND PRESENT TREMENDOUS 
BUYING OPPORTUNITES AS IN 

2008. 

A GAIN OF 81% FROM 
2008 TO HIGH! 
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THE EXTREMES!  
THE UNIQUE OPPORTUNITIES! 
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The long-term picture of the gold price 
 

 
 
 

Should you own gold rather than gold shares? 
 
The extreme of 2008, created by panic selling as a result of the financial crisis, produced a 
once-in-a-lifetime buying opportunity. However, few were able to benefit from the situation as 
fears for the worst dictated investors’ behavior.  
 
The ratio Price/Net Asset Value has now fallen again to the level of 2008.  
 
Because of this dramatic price decline in these stocks, investors have the opportunity to 
purchase explorers & developers (E&D), often referred to as juniors, at about half of the 
company’s net asset value (NAV).  
 
The chart shows that the current price-to-NAV level for E&D equities is close to record low 
levels … levels not seen since the financial crisis of 2008. 
 

 

   UP 44% 

   UP 34% 

   UP 28% 

THE LONG-TERM TREND IS 
STILL YOUR FRIEND! 
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Conclusion: 
 
BUY GOLD AND SILVER SHARES NOW! FOCUS ON 
EXPLORERS AND DEVELOPERS! 
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************************************************************************************************* 
 
Disclosure:  
 
The author has not been paid to write this article, nor has he received any other 
inducement to do so.  
 
 
 
 
Disclaimer:  
 
The author’s objective in writing this article is to invoke an interest on the part 
of potential investors in this stock to the point where they are encouraged to 
conduct their own further diligent research. Neither the information nor the 
opinions expressed should be construed as a solicitation to buy or sell this 
stock.  
 
Investors are recommended to obtain the advice of a qualified investment 
advisor before entering into any transactions in the stock - or to use their own 
brains. 
 
In our opinion, the best approach is to buy a diversified portfolio of stocks as 
represented in THE TIMELESS PRECIOUS METAL FUND or THE SIERRA 
MADRE GOLD & SILVER VENTURE CAPITAL FUND instead of shares of only a 
small number of companies. 
 
 
************************************************************************************************* 


