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MARKET IS STILL BUILDING BASE FOR  
THE NEXT PHASE OF THE BULL MARKET 

-Mining shares start to get the recognition they deserve- 
CAN THE BEARS GO BACK INTO THEIR DARK HOLES 

AND STAY THERE FOR QUITE SOME TIME? 
 

I have said it before, the markets are a funny thing. People 
say that the market is the ultimate result of all emotions and 
rationale of the investors. But it certainly does not always 
reflect what is happening in the real world. The reason is 
that the interpretations of the real world are so widely 
varying from extreme pessimism to extreme optimism. And 
to make it complicated, each interpretation is holding some 
truth in its reasoning. 
As usual, the beginning of a new year seems to ask for all 
kind of opinions, expectations and prognoses. So here we go, loud and clear: I 
expect to see a continuation of what we have seen in 2006,  

a growing interest in gold, leading to  
an ongoing strengthening of the gold price in 2007 

as more and more market parties become aware that the abandoning of gold as the 
prime monetary instrument to back up paper money was not such a smart thing to 
do. The simplest reasoning is that the infinite quantity of paper can never have 
the same value as a rare and limited quantity of the precious metal that has 
been recognized for its function as store of value for thousands of years.  
Those of you who have read my Editorial Comments regularly know that since 
early 2003, I have been a true believer in the future of gold, both for its intrinsic 
value and for its psychological value as a symbol, or rather a reflector of what is 
going on in the ever-changing world of economics, politics and human resources 
and relationships. Showing how the human thinking seems to work in this era of 
super-communication, the behaviour of the gold market in 2006 will be mainly 
remembered as a year of correction. After reaching an interim high of US$ 725 
per ounce of gold on May 12, 2006, the price fell back rather steeply to around 
US$ 570 by mid-June, after which it lingered on between the 570-650 levels for 
the rest of the year. 
 To see it as a correction year is one way to look at it. In my opinion, it is better to 
look back at 2006 as another constructive year for gold and                      --continued 
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EDITORIAL COMMENT –continued  
 
a very good year for the other metals, both the precious and the basic ones. As the charts of the 2006 metal 
prices on page 6 clearly show, all metals have done very well over the year!  
To those of you who like the longer term perspective, as I do, I strongly recommend to look back a little longer 
than the most recent 12 months and have a look at the last three years which is easy to do with the 5 year charts as 
they can be found at the so friendly site of our friends at Kitco. By doing so and extrapolating the trend into the 
future, you can clearly get some confidence out of what you see. I kindly remind you that I am not a chartist! But I 
do believe that charts are a useful tool as long as the major fundamental indicators of the world's development do 
not significantly change. And there lies the basis of my continuing belief in the potential of the metal prices 
for the next few years: the situation in the world does not really get much better with so many political issues  
remaining to be solved and nearly all of the fundamental reasons for a continuous demand for the metals are 
still very much intact.   
That does not mean that everybody agrees with me (wouldn't that be something......?). Some of my fellow 
commentators do, others don't as became very obvious at the several mining investment events that were held in 
Europe last November. The Edelmetalle/Rohstoffmesse in Munich, by far the best quality event in Germany with 
a presence of over 80 quality exhibitors, 75% being mining and exploration companies, showed an active interest 
from close to 3,000 investors, both professional and private. The speakers roster included international celebrities 
such as Dr. Marc Faber who kept his audience sharp and fascinated by his usual impressive presentation, James 
Turk whose confidence inspired the full hall with his vision on what is coming in the gold markets, and the 
absolute top of the German metal market analysts showed how much expertise is available to the investors in 
Germany, if only they wanted it in stead of following the many questionable promoters in that country. The general 
mood that I tasted was that the speakers were almost all convinced that the bull market will go on into its next 
phase and that investors should direct a larger share of their holdings into vehicles related to the metals and 
mining like physical gold and silver, coins, derivatives, virtual gold, funds and ETF's and a good selection of 
mining shares. 
Also, the Gold Investing Forum in Zurich was an interesting event. A high quality range of mining and 
exploration companies were presenting, with several top speakers commenting on the markets. Now, you may 
expect that at an event with such a name, the speakers were invited to stimulate the audience to invest in these 
markets. That would support the mining and exploration companies that were presenting their mostly interesting 
cases and which funded the event. However, this is not always the case as market watchers Frank Veneroso and 
Paul Van Eeden so clearly demonstrated as they were not exactly showing much confidence in the metal markets. 
Veneroso expressed in his own, strikingly emotional style that the figures of most of the base metal markets do 
not support the general optimistic views of most of us. He warned the audience that "the figures don't lie" and 
will have a negative impact on the gold price.  
Van Eeden, who never fails to surprise me with another negative subject, seriously questioned the widely touted 
strong economic development of China. In particular, he questioned the absence of a truly emerging and 
demanding domestic market for their own products, arguing that most of these Chinese products are exported. In 
his view, as most international economies are slowing down, in turn resulting in a decreasing international demand 
for those products, he is foreseeing that the Chinese economic growth is due to cool down considerably and 
will fail to sustain the recent and current growth rates. 
To be honest, I was highly surprised to listen to both Frank Veneroso's and Paul Van Eeden's presentations. 
Their reasoning was based on such thin ice that I could hardly take them serious. It is always easy to build a 
negative case if you want that. As we say in my country "it is always easy to find a stick if you want to beat a 
dog" but it truly astonishes me to hear such intelligent speakers being so short-sighted and, in my humble 
opinion, so wrong. I feel more comfortable with the reasoning of Marc Faber and James Turk! 
In this issue, I introduce to you a most remarkable gentleman that I met at the Asia Mining Conference in 
Singapore early last year,  Peter D. Schiff, an investment specialist from Darien, Ct, USA who has been 
criticizing the US government and its economic policies in an almost non-American way. Since I listened to 
his presentation there, I have been reading his articles with great pleasure. I found his most recent comment "More 
Consumption Less Production" worthwhile to present to you which I do with his kind permission.  
Also in this issue, my Welcoming Comments on three companies that have decided to become a Member 
Company, i.e. Andean American Mining Corp. (TSXV-AAG), Petaquilla Minerals Ltd. (TSXV-PTQ) and    
X-Cal Resources Ltd. (TSX-XCL); their interesting projects are further expanding the scope of my coverage. 
Enjoy this issue and I wish you a success- and resourceful New Year! 

                       

          Henk J. Krasenberg 
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ANDEAN AMERICAN 
MINING 

WELCOMING  
NEW MEMBER COMPANIES 

 

Andean American Mining Corp. 
(TSXV-AAG: price January 16 - C$0.95) 

 
 While most exploration companies are 

 looking at achieving production as their 
 ultimate goal, it is not always only a 

 blessing. Look at Andean American 
 Mining who has been actually 
 producing gold and silver from 
 its Santa Rosa Mine, a heap 
 leach operation, in PERU since 
August 2001. But since then, problems of 

metallurgical nature have held back production figures at levels that were 
below the original expectations.  Although the mine had been operating at a 
profit until last December when a small 
operating loss was reported, it is one of 
management’s highest priorities to 
overcome the situation and get the 
production from the 1,185,000 tonnes per 
year pads up to more satisfactory levels. 
Andean American’s target is to achieve 
an annual production rate of 200,000 
ounces of gold and gold equivalent by 
the year 2010.  Instrumental in whether or not this goal will be reached is not 
only the production at the Santa Rosa but maybe even more the progress that 
is made on the company’s Invicta Project.  
The Invicta Project, also in Peru, was initially acquired in 2005 from a 
Barrick subsidiary as an option on the 3,700 hectares Victoria project with 
historic indicated and resources and subsequently expanded through the 

acquisition of another adjacent 
10,200 hectares. Based on the 
merits of the project and the 
exploration results to date, a NI43-
101 report was filed in October 
2006 on over 2 million ounces of 
gold and gold equivalent in 
resources from the Atenea 
structure. The current year 2007 
could prove to be a very important 
year for the company on its way to 
achieve the 2010 targets. The 

Invicta project has the potential to contribute more than 50% of the 
totally targeted gold production of 200,000 ounces by 2010. Scheduled for 
2007 are the preparing of the mine plan, the completion of the feasibility 
study, the debt finance, to convert the potential into resources and to continue 
drilling programs at the Atenea and Pucamina 
structures with the objective of defining 5 
million equivalent ounces of gold by year-end 
and to come to actual production 12 months 
after finance.  
Another substantial interest that is worthy of 
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mentioning in the project mix of Andean 
American Mining is the Sinchao Project 
which recently was incorporated in Sinchao Metals Corp (TSXV-SMZ). The 
Sinchao project is a combination of several polymetallic         –continued 
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WELCOMING NEW MEMBER COMPANIES  –continued 

 
projects in northern Peru and the NI43-101 report outlines four mineralized systems, two of which are likely to host more than 
500 tonnes of mineralization each, and have the potential to host much more. Andean American holds approximately 71% of 
Sinchao Metals which in turn owns 100% of the project.         
Andean American Mining is dedicated to become a well-established player in the continuing development of 
Peru's mining and exploration industry. Peru has become the 5th largest gold producer of the world and 
even surpassed the long-time leader Mexico as the largest silver producing country of the world. Andean 
American's management is very experienced and has a vast knowledge of mining in Peru; with the belief and  
persistence they have been showing at their Santa Rosa Mine, they deserve to be rewarded with higher 
production figures and continuing good results at their Invicta and Sinchao projects which both look to have 
the potential of becoming real large deposits. A large percentage of the company's shares have been held by 
European investors who have been very supportive since long. I welcome the opportunity to be following the 
developments closely and to witness seeing the company emerge as a successfully emerging producer.  

 
Petaquilla Minerals Ltd. 

(TSX-PTQ: price January 16 - C$2.20) 
 

Petaquilla Minerals is a good example of the often forgotten fact that mining and exploration is a 
long term affair and also of how management foresight can ultimately lead to the success that was 
envisioned. Already in 1986, Petaquilla director Richard Fifer acquired the mineral leases in central 
PANAMA which comprised the Ley Petaquilla concession. The long-lasting low metal prices 
during the commodity bear market of the nineties did not particularly provide the circumstances for 
intensive exploration. When the markets started to show signs of the recovery that we are enjoying 
today, the project with a deposit which was ever ranked by CRU as one of the top 5 undeveloped 
copper projects in the world, finally could show its qualities. If it was in production today, 
Petaquilla’s copper deposit would be in the top 10 producing copper mines in the world.  The 

Petaquilla Copper Deposit is now held for 52% by Petaquilla Copper Ltd. in which Petaquilla Minerals holds a 20% 
interest; the remainder of the property is owned by joint venture partners Inmet Mining Corp. (TSX-IMN) holding 48% and 
Teck-Cominco Ltd. (TSX-TCK.B) having the right to acquire 50% of Petaquilla Copper’s interest.. It is the intention that 
Petaquilla Copper will lead its own life after the currently 
pending application to list its shares independently will be 
granted. 
The recoverable metal content of this massive 
copper/gold porphyry systems, based on the pre-NI43-
101 calculations, give an impression of how significant 
this project is: 9.4 billion pounds of copper, 1.37 million 
ounces of gold, 24.1 million ounces of silver and 131.1 
million pounds of molybdenum. It should be stressed that 
the company is not treating these figures as a current 
mineral resource estimate but it does believe that after the 
2007 drilling campaign, a new feasibility study will 
include substantially higher reserve figures and will 
result in a commitment to bring the Petaquilla copper project to production. A recently released cost update has 
concluded that the project will have a capital cost of US$ 1.7 billion (including working capital) and cash operating costs in 
years 1 to 10 of US$ 0.76 per pound of copper, regarded as encouraging by Inmet, Petaquilla and Teck Cominco. 
In the meantime, Petaquilla Minerals will be concentrating on its other major project, the 100% owned Molejon Gold Mine 
Project, part of the same  original concession area as the copper project, which is scheduled to commence production 
during the 2nd quarter of 2007. According to a 2005 study by SRK Consulting, the Molejon deposit contains an inferred 
mineral resource of 893,000 ounces of gold within 11.2 million tonnes grading 2.48g/t and calculated an estimated cost of 
production of $ 165 per ounce. However, it is expected that the mineral resource figures can be significantly increased and 
upgraded in a new study that will include the results of the 2006 and 2007 Phase II drilling programs, which were funded by 
over C$17 million from the private placement completed in last October. As the zone of the Molejon gold deposit is effectively 
only comprising 800m by 800m, it is intended to use approximately half of the cash flow that will become available from the 
production later in 2007, for exploration on the Molejon property and also on the company’s other gold properties, the 
Mestizo, 1km east of Molejon, and Botija-Abajo, 3km north-east of Molejon. Furthermore, Petaquilla Minerals has ongoing 
joint ventures with Gold Dragon Capital Management with respect to the Rio Belencillo and Rio Petaquilla concessions and 
with Eurogold Mining for the exploration and development of the San Juan property, which is adjacent to the Molejon Gold 
Project.                 –continued 

______________________________________________________________________________________________________________________________ 

  4



   E u r o p e a n  G o l d  C e n t r e  
______________________________________________________________________________________________________________________________ 

 
WELCOMING NEW MEMBER COMPANIES  –continued 

 
But now, the main efforts are on completing the construction of the gold plant so that mining operations 
from the open pit can begin on time, during the 2nd quarter of 2007.  Based on the currently known figures, 
gold production is scheduled to amount to 120,000 ounces per year during a 10 year mine life. This will 
transform Petaquilla Minerals into a real gold producer. However, as described above, the exploration 
potential for both the Molejon project and the remaining properties is very significant and will keep the 
company busy as an exploration company for the next few years to come. I find it impressive what 
Petaquilla's management has established during the last two years and how it has succeeded to emerge from 
a rather unknown exploration company to a widely recognized quality resource company with great 
potential. Rightfully so and there is more to come! 
 

X-Cal Resources Ltd. 
(TSX-XCL: price January 16 - C$0.30) 

 
When it comes to the attention of the media and the resource investment communities for mining and 
exploration activities, it is the State of Nevada that has been receiving the most. Not surprisingly, knowing 
that NEVADA is recognized as the 3rd largest mining gold producing state of the world, after South 
Africa and Australia. Many of the most productive gold mines are situated in Nevada, new mines are being 
brought to production and exploration activities are in full swing. If ever there will be a new major gold 
discovery, Nevada is one of the more likely places where it could happen. Especially the discovery of 
Cortez Hills by Placer Dome in 2003 gave a new strong impulse to the exploration activities because it 
represented a major change in thinking. The Cortez Hills discovery demonstrated that Carlin style deposits 

do also exist in the Cortez Trend and that the true potential of the Trend may lie at depth, contrary to previous thinking. Since 
then, a true revival of exploration programs has brought many companies, new and old, to the place of action.  
The presence of X-Cal Resources in Nevada has been there since 1993 when it started to acquire 50% of the rights to 
explore and develop the Sleeper Gold Properties from Kinross 
Gold Corporation (TSX-K) and an option to acquire their 
remaining 50% interest. 
As anyone in mining and metals remembers the nineties mainly as 
the years of depressed prices, it is not surprising that it took until 
January 2004 that X-Cal exercised the option to own the 
project for the full 100% and enter into a new joint venture 
with another Canadian company. The 2004, 2005 and early 2006 
exploration programs included over 100,000 feet of core and 
reverse circulation drilling and resulted in the completion of a 
NI43-101 report in March 2006.  
X-Cal Resources' management deemed it wise to assemble a panel 
of professionals to independently review the Sleeper Gold Project 
and to make recommendations for ongoing work. A look at the 
professionals that participated in the panel, learns that it is probably the best possible team of specialists in Nevada mining 
that ever could and will be put together. Full information on the panel members and their reports can be found at the 
company's website, www.x-cal.com. Based on the reports and recommendations and other information, X-Cal's management 
determined that it was in the shareholders best interest to acquire the full 100% interest in the Sleeper Gold Property and 
become the sole operator and source of funding the project. In May, 2006, X-Cal succeeded to close a transaction with its joint 
venture partner to acquire their 50% interest for a payment of C$ 5 million and 10 million shares. This transaction made 
everything until that moment history and represented a new beginning, a new future for X-Cal Resources and the 
Sleeper Gold Project. 
Geologically, that new future started in August 2006 with the beginning of the first drilling of a major drill 
program designed to test each of five priorities, mine scale targets. The recommended exploration program 
is budgeted at US$ 15 million in total with a first phase of US$ 5 million. Reflecting the good relationship 
with Kinross is that they decided to take a private placement of shares last September, adding more than $ 1 
million to X-Cal's treasury and increasing its total interest to 10.5% of X-Cal's total outstanding shares. The 
combination of a prime project situated on a major mineral trend in Nevada, the 100% ownership, a very 
extensive historical database, a clear vision on the future exploration potential, a truly impressive group of 
mining and exploration specialists as directors and consultants, the other properties in the portfolio, all 
coordinated by the dedicated management of Shawn Kennedy, gives me a good feeling for the future of X-
Cal Resources. I am looking forward to times that could be exciting.  

_______________________________________________________________________________________________________________________________ 
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MORE CONSUMPTION, LESS PRODUCTION 
by 

Peter D. Schiff 
 

December’s larger than expected jump in non-farm payrolls is predictably being touted 
as evidence of a more vibrant U.S. economy.  Unfortunately, the data does not support 
this conclusion.  The bloated service sector added 178,000 jobs, while manufacturing 
shed another 12,000 jobs.  What this means is that 178,000 more workers will be 
consuming goods while 12,000 fewer will be making them.  The result will be larger 
trade deficits that merely compound already stretched global imbalances and 
exacerbate America’s inevitable day of reckoning. 
 
A service sector can only exist so long as it is supported by a vibrant manufacturing 

sector.  The reason is simple.  People employed in the service sector consume goods but do not actually produce 
any of them.  Therefore they must rely on others, who presumably benefit from their services, to produce goods in 
their stead. 
 
As an example, suppose that ten castaways were marooned on an island.  What if on the day they washed up on 
shore they all decided to assume the following jobs; lawyer, accountant, banker, economist, actor, philosopher, 
astrologer, beautician, teacher, and nurse.  How long do you suppose they would all remain alive without food, 
water, or shelter?  Someone has to provide those things or everyone will perish. 
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December’s larger than 
expected jump in non-
farm payrolls is 
predictably being touted 
as evidence of a more 
vibrant U.S. economy.  
Unfortunately, the data 
does not support this 
conclusion.  

In modern America, the goods shortfall is being made up by foreigner producers, who only derive a marginal 
benefit from the American service sector.  In December, 43,000 new jobs were added in the education and health 
care sectors and 50,000 were added in business and professional services.  What are all of these people going to 
export in order to pay for all the imported goods their paychecks will permit them to consume?  Is there really 
that big a demand for American legal services in China?  Do the Japanese really 
need our accounting advice?  Do Saudi Arabian children benefit from pre-
schools in America?  How many sick Germans will seek treatment in American 
hospitals? 
 
The fact that the U.S dollar rose in response to December’s jobs data is further 
evidence of how widespread this misunderstanding has become.  Currency 
traders bid up the dollar because they assume a stronger jobs market will 
engender higher interest rates, which is perceived as dollar bullish.  However, 
they ignore the longer term implications of the larger trade deficits that those 
service jobs will ultimately produce, which is decisively dollar bearish. 
 
For now, all these excess dollars are being absorbed by foreign central banks 
precisely because foreign private consumers have little use for them.  Today’s jobs data means that the resolve of 
foreign governments to continue accumulating additional dollar reserves will be that much harder to maintain. 
 

Peter D. Schiff is a renowned pioneer in the field of international investing for individual investors, leads a team 
of investment professionals and support staff dedicated to the highest levels of customer service, a team literally searching the world over for 

valuable investment opportunities. He is President of Euro Pacific Capital Inc., a full service, NASD-registered broker/dealer founded in 
1980 and headquartered in Darien, Connecticut, which has historically been recognized for its expertise in foreign markets and securities. 

Peter is one of the few non-biased investment advisors who is becoming increasingly more renowned as a result of his accurate forecasts on 
the U.S. stock market, commodities, gold and the dollar. He is a well-regarded speaker at international investment 
conferences and has been quoted in many of the leading newspapers, including The Wall Street Journal, Barron's, 

Investor's Business Daily, The Financial Times, The New York Times, The Los Angeles Times, The Washington Post, 
The Chicago Tribune, The Dallas Morning News, The Miami Herald, The San Francisco Chronicle, The Atlanta 

Journal-Constitution, The Arizona Republic, The Philadelphia Inquirer, and the Christian Science Monitor, and has 
appeared on CNBC, CNNfn, Fox News and Bloomberg. 

 
For a more comprehensive analysis of his concepts read his forthcoming book entitled “Crash-Proof” that can now be 
ordered (pre-publication) at http://www.europac.net/books.asp.  You can also subscribe to his free, on-line investment 

newsletter at http://www.europac.net/newsletter/newsletter.asp 
Peter Schiff can be reached at schiff@europac.net and www.europac.net 
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MINING INVESTMENT CONFERENCES 
_________________ 

 

 
 
 

January 21 – 22, 2006 
Resource Investment Conference  

Vancouver, Canada 
www.goldshow.ca  

 

January 29 – February 1, 2007 
Mineral Exploration Roundup  

Vancouver, Canada 
www.amebc.ca/roundupoverview.htm 

 

February 1 – 2, 2007 
Triple Gold Investment Conference  

New York, USA 
www.afund.com/triplegold22007.htm 

 

February 6 – 8, 2007 
Indaba 

Capetown, South Africa 
www.iiconf.com  

 

February 8 – 10, 2007 
Africa 2007 Mining Congress 

Victoria Falls, Zambia 
www.minellc.com/africa.html 

 

February 15 – 16, 2007 
CIS Precious Metals Summit 

Moscow, Russia 
www.adamsmithconferences.com 

 

March 4 – 6, 2007 
13th World Steel Conference 

Bonn, Germany 
www.cruevents.com 

 

March 4 – 7, 2007 
PDAC International Convention 

Toronto, Canada 
www.pdac.ca/pdac/conv/index.html 

 

March 27 – 29, 2007 
6th World Copper Conference 

Santiago, Chile 
www.cruevents.com 

 

March 27 – 30, 2007 
Asia Mining Congress  

Singapore, Singapore 
www.terrapinn.com/2007/asiamining/ 

 

March 31 – April 1, 2007 
Resource Investment Conference  

Calgary, Canada 
www.goldshow.ca 

 

April 2 – 3, 2007 
The Natural Resource Summit  

Nassau, Bahamas 
www.premierconferences.com 

 

April 17 – 19, 2007 
European Gold Forum  

Zurich, Switzerland 
www.denvergold.org 

 

May 6 – 8, 2007 
Investing in Mining Conference  

Sydney, Australia 
www.asiaminer.com/magazine/content/view/18/77/ 

 
 

_________________ 
 

ASK FOR MORE INFORMATION 
_________________ 

 

*  *  * 
 

MARK YOUR CALENDAR!!! 
 

 
 

Since its inception in 1932, the annual convention of the Prospectors and Developers Association of Canada has been a gathering 
place for people and companies involved in the search and development of new mineral deposits. Today, the PDAC International 

Convention, Trade Show and Investors Exchange has become the most important event in the world of exploration, bringing 
together a wide-range of players involved in the field from all over the globe.  

The Trade Show and Investors Exchange - Mining Investment Show are dedicated solely to the mineral industry. 

 
*  *  *  *  * 

 
_____________________________________________________________________________________________________________________________ 

 

E u r o p e a n  G o l d  C e n t r e 
 

e-mail: info@europeangoldcentre.com         website:  www.europeangoldcentre.com 

  8


