
 
 

Is Gold a Long Term Buy? 
 

Everyone has seen the commercials on TV about buying gold and how to add it to your portfolio.  Is it a good idea?  I’ll 

let you decide that.  However, let me give you some details that might help you make your decision. 

 

First, gold has moved from $280 per ounce to $1750 per ounce (current price as of 10/31/11) in 8 years.  If you had 1 oz. 

of gold, you have made $1,470 about 525%.  Now that is a great return.  But after something has gone up 500%, should 

you buy it?  In the case of gold, yes.  However, the risk has increased and it is best to buy on dips as opposed to just 

buying it and hoping for the best. 

 

There are basically 4 ways of buying gold.  Buy gold coins/bullion, ETF’s, stock in companies that mine gold or gold 

futures.  The first one is more difficult because once you buy coins, you have to sell coins. You can’t use them at Wal-

Mart.  You can carry them in your pocket, but you will have to find a special venue to get rid of them.  The last three are 

the easiest way to control gold and take advantage of its move and not worry about trying to sell it.  Again, I’ll let you 

decide which is best for you. 

 

Over the long haul, gold is more than likely going higher.  But nothing goes straight up. Below is a weekly chart of gold 

futures with a 3, 21, 65 period simple moving average (3 moving averages with one 3 week average, one 21 week 

average, and one 65 week average).  Notice how it bounces off the red line (21 week average) and notice the continual 

uptrend of the 21 and 65 week average.  Until gold closes below the 65 week average, it will remain bullish.  The best 

point to buy gold is when it gets down to the 21 period averages and the 3 period average turns up.  This will keep you 

from buying in a down trend. 

 

This is a big picture.  In the weeks and months to come, we will look a intermediate and short term trends as well. 

 

 
 

 



Geof Smith is a seasoned trader who has been trading since the 1980’s.  He currently teaches both basic and advanced 

trading courses at DTI.  Courses are offered on-site in Mobile, Alabama and via the web.  Geof may be contacted at 

smithga@dtitrader.com. 

 

Tom Busby is the founder, President and Chief Instructor of the Day Trading Institute in Mobile, Alabama. Tom has 

traded the S&P 500 every day (but six) since its inception in 1982, and is well known throughout the trading community. 

In 1996, he founded the Day Trading Institute to teach others his unique method of using the S&P 500 as the market 

leader for trading futures, options, equities and other securities. The Day Trading Institute teaches its students how to 

approach the market using technical analysis combined with risk management techniques. More information about Tom 

Busby and the educational and informational services of the Day Trading Institute may be obtained by calling toll-free 

800.745.7444 or by email to info@dtitrader.com. Visit their web site at http://www.dtitrader.com. 
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