
Gold bounced off its
$456 support and is
trading at $468 now.
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“If you are lucky

enough to buy

into

an exploration

company that

makes a

discovery,

you can

effectively

buy your own

auto teller

machine.

Some of these

things are just

phenomenally

profitable.”

John Bridge
Senior Gold Analyst

at
J.P. Morgan Chase & Co
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GATA nails the rise of gold

Dear member,

The month of January can easily be considered as
one of the best months so far for gold and its shares
since many years. As from January 01 the HUI has
sky-rocketed from 276 all the way up to 343 while
many juniors already exceeded a 100% gain. Our
own discovery portfolio has giv en birth to three
100% gainers already since its inception on
Nov ember 01, 2005.

For sure the most difficult thing to do during this
month w as to do nothing at all since investors were
so used to sell into rallies  during the past tw o
years. .The mind-set of the average gold investors
still has to change from selling the rallies into
buying the dips. All the w ay up we’ve sticked to
our guns and hammered on the importance of the HUI break-out of its
long term resistance of 250.

We kept telling our readers about the  upw ard potential for the gold-
shares and that there was no rush to sell. For our new members who
want to review the sequence of events since early December please
read the editorials; ‘2006 – Junior festival Part I and II’  (Jan 04) , ‘Selling
Juniors? You must be kidding!’  (Jan 09) and The Party Ain’ t Over Yet
(Jan 16)… (these editorials can be found in the member area of
www .golddriv ers.com section premium archiv e)

So where are we now? Could gold still being considered as being
cheap? Why is gold rocketing higher? Are the gold shares being
overvalued against gold? What do other gold experts say? Well, plenty
food for thought and next chapters will shine a light on those burning
questions. But before we continue we urge our reader to read the
Credit Agricole report on gold. The report is titled “Remonetization of
Gold: Start Hoarding” .

The report endorses GATA’s view and foresees an ‘unprecedented’ rise
in the gold price, possibly spiking to as much as $2000. The report can
be found on www .golddriv ers.com section GDR News
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Furthermore w e urge our readers to buy the GATA DVD in order to
learn what GATA has to say. GATA has nailed the entire move in gold. It
was GATA consultant Frank Veneroso who said 5 years ago that within
a 4 -6 year period the price of gold should rise sharply due to an
unsustainable supply/demand imbalance.. The GATA DVD featuring
Bill Murphy , John Embry, John Brimelow, James Turk, Peter George,
Hugo Salinas Price et all… can be ordered at: www .goldrush21.com

Chapter 2 ‘Gold – The Big Picture’ shines a light on the historical
average of gold. Despite the fact that many people argue that gold is
expensive these days, nothing could be further from the truth. Gold is
nowhere trading near  historic highs since the average gold price
adjusted for inflation since 1970 is about $565.

Chapter 3 represents an overview of  what other experts say follow ed
by chapter 4 with a news letter special on Lawrence Roulston’s
Resource opportunities.

Chapter 4 is an overview of the best discovery news of last month
follow ed by chapter 5 featuring Nova Gold.

Chapter 7  provides  an overview of our porfolios.

Enjoy the reading!

On behalf of the golddriv ers team,

Eric Hommelberg

GATA DVD can be ordered at www .goldrush21.com
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2 - Gold & its Historical Norm

Gold vs own historical average

When someone  claims that Gold
is trading at an historic high
these days at $570 you would
probably think that gold nev er
traded above $500. Well, for the
first 70 years of last century Gold
was dull indeed and never traded
above 40$ / ounce. But as we
know, that was all about a fixed
Gold price by gov ernment
decree. When Nixon closed the
gold window in 1971 gold could
finally crawl back to its natural
equilibrium. Therefore I think it’ s
fair enough to take 1970 as a
reference point from where on
we should calculate Gold’s long term average. In order to do so we
should re-calculate the gold prices with 2005 dollars (inflation adjusted)
and check out if Gold is at an historic high indeed or not.

Gold is trading nowhere trading near an historic high according to its
own long term av erage. In order to do so, Gold should be trading at
least above $1500.

Gold vs Oil

The gold oil ratio seems to have
bottomed.This bodes well for
gold since this chart suggests that
gold will be out-performing oil
for many y ears to come.  A
current reading of the gold/oil
ratio at 8.4 doesn’t reflect an
historic high for Gold in any way !

To trade at an historic average
Gold should be trading at $900
these days and to trade near
historic highs it should be trading
above $1000.

TGDL 2006 #2 : NEWS LETTER                                                                                                                                GOLD MARKET

Get gold.

Humanely if possible,

but at all costs,

get gold.

King Ferdinand of Spain
to the conquistadors

setting out for the New
World
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DOW/GOLD  ratio :

Newmont’ s president Pierre
Lassonde raised some eyebrows
last year (Nov) by predicting a
gold price of $1000+. He referred
to the DOW/GOLD chart to
justify his claims, he said during
an Australian  TV interview:

“Gold will have 3 zeros after its
price - it is just a matter of what
figures precede the zeros.”

The host was floored by this
comment and couldn’ t get her
mind around many more than a 1
and thereafter kept referring to
gold at $1,000 an ounce until
Lassonde said (roughly) a rule of thumb historically has been one for
one with the Dow . In 1930 gold was $35 and the Dow was $37.

In 1980 gold was $800 and the Dow was $800. The host  jumped in and
said “Now gold is $495 and the Dow is $10,500” and he replied, “Yes. It
is out of kilter by a factor of 20 times and I can assure you the Dow is
not going to $1,000 !”
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JP Morgan sees

 $600 Gold by Year

End

Central Bank Gold

Selling Likely to
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There has been a
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attitude,”
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Corp.
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3. What other experts say!

Jim Sinclair: “W e will go to $682 and then to $1,600”

“I am receiving w ord from loy al
CIGA’s about new tops being called by
the gold gizzers on various internet
sites. When will they learn that their
short span of attention and dedication to trade everything all the time is
a self creating prophecy which deliv ers pain and suffering to the
majority of the community? Only 5% of y ou will at best break even with
this trade everything all the time strategy .

We will of course stay disciplined to our trend lines. But y ou and I for
the most part are true investors “hunting elephants” and not playing
for peanuts in this generational bull market in gold.

We will go to $682 and then to $1,600 as I see it. Why in the world
should w e care if we sit out a reaction on two-thirds of our position? Do
you really believe that these top callers are also going to get you in on
the lows or even at all. They double talk to make themselves correct.
Our process is simple: We sell 1/3 into strength when the power
uptrend breaks down or when gold or gold shares hit the ov er bought
side of the power up channel. If we are wrong we laugh all the way to
the bank.”

Richard Russell:  “we’re holding gold and silver for the long term”

“As subscribers know, I’ve
been bullish on gold and
energy, and that’s where I’ve
put my money. Both are
overbought, and both have stayed overbought. There’s been almost an
industry formed of those who hav e been warning, “Gold is dangerous,
gold is about to topple ov er.” Yet instead of doing the long-promised
swan-div e, gold continues to probe the upper regions.

The weekly chart of gold below shows gold clearly ov erbought with RSI
well above 70. So it’s just a case of how gold acts in this overbought
area. If gold is the tiger that I think it is, gold could mov e sideways and
fluctuate in a high area — or it could ev en test its 10-week moving
average, which stands today at 526. I consider all go and silver items as
long-term holdings , so forget in-and-out trading, w e’re holding gold
and silver for the long term. What’s the long term? I consider the long
term to be Russell aged 100. I’ll be 82 in July, so the long term for me is
18 years. That’s about right. Of course, if our government comes up
with a dollar redeemable in gold, I might sell earlier . Yeah, right.

In just a few day Ben Bernanke will take over the leadership of the Fed.
This is a smart guy and a sincere guy. I think Greenspan left him a
mess, but Bernanke will know how to handle a mess.
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5 Newsletter-special

Resource Opportunities by Lawrence Roulston

Lawrence Roulston is the author of the amazing “Resource
Opportunities” newsletter .

As an experienced geologist he writes with in-depth knowledge about
the industry .  His career gave him a large network in the resources
industry .

This month w e will discuss his latest nes letter a bit more in detail

In the current  issue he presents the first of 20 low-priced exploration
companies that have the potential for big returns. According to Mr .
Roulston “ the outlook for exploration  companies has never been
stronger.  Demand for metals continues to overwhelm  the ability of the
mining industry  to meet this surge in demand. In spite of the high metal
prices, there has been only a modest amount of new production coming
on stream – barely enough to offset the on-going depletion of existing
mines, much less come anywhere near catching up to soaring demand.
The mining industry is now sitting on more cash than it ev er had in
history.

Starved for high-quality dev elopment projects, the producing
companies are closely following developments in the junior exploration
sector…While a few companies have been “discovered” by inv estors,
there are many companies that remain almost completely unknown in
the investment world.”

According to Mr . Roulston the future is bright: “The gold market is so
tiny in relation to the w orld economic system that a small fraction of a
percent shift into gold is having a big impact”.

On the supply side the industry needs a lot of new mines the coming
years. And the junior exploration companies are responsible for almost
70% of new discoveries.

According to Roulston’ s Resource Opportunities: “That situation has
created an enormous investment opportunity .…if you own the right
companies in this business, you can enjoy exceptional returns…There
will be some fortunes made over the next couple of years by investors
who own successful exploration companies.”
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Mr. Roulston is quite up-beat about a few of our “Discov ery Portfolio”
positions.  But the biggest news is about a real promising silver
discovery of MAG Silv er:

“MAG reported spectacular high grade silv er values from its Batopilas
Project in Mexico. .. A second announcement of a high grade drill
intersection at Juanacipio is even more significant, as it indicates a new
discovery. Partner Penoles is funding w ork at Juanacipio to earn a 56%
interest in the Mag property , which borders its Fresnillo mine property .
Fresnillo is the worlds largest silver mine. Mag’s geological team had
long believed that the silver-bearing geological system that hosts
Fresnillo extended under the gravel cover in the valley, leading them to
stake a big property position.
This drilling confirms Mag’ s geological interpretation.”

Mr . Roulston also mentions Bear Creek Mining. This company,
developing a silver discovery of possibly a few hundred million ounces
of silver in Peru, was mentioned in our “T op 5 of Discovery Cases” in
the January issue.

Earlier this month w e advised you to take advantage of the correction of
BCM shares.

Mr . Roulston about BCM:

More for Premium Subscribers only
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 gold prices
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7 – Counting the Ounces

The multi-million ounces list

Junior mining exploration companies with over one million ounces
of gold.

In last issue we started our exclusive list of juniors with the more then
one million ounces of gold reserves (all categories, as defined under NI-
43-101 requirements). To our knowledge this is the only top-down
resources list of junior mining exploration companies. This month w e
added quite a bit of additional information.

The Canadian broker Canaccord Capital has developed a spreadsheet
for gold in ground (in situ). This encompasses 44 junior mining
companies whose project holdings range from exploration through to
pre-production. In total the companies hav e developed resources of just
over 263 million ounces of gold and gold equiv alent. Junior exploration
companies are responsible for 70 % of all new discovered gold.

Closing the current yearly supply-demand gap of 1500 ton takes 45 mln
of ounces of new gold production. So if all 263 million ounces in-situ
would be used, it only w ould help for six and half y ear theoretically.
Bringing these resources into production takes much longer of course.
Building a new mine will take a minimum of 3-4 y ears for each project.

At present the Canaccord average spreadsheet value for one ounce in
situ is US$52.36. The current M&I in situ av erage, based on current
shares prices is just shy of US$100/oz. Which is also the average which
was paid are some recent take-overs of juniors with good gold-
discoveries.

Exploration company mln ounces gold

Northern Dynasty (NDM)
Nov agold (NG)
Crystallex (KRY)
Ivanhoe (IVN)
Kirkland (KGI)
Seabridge (SEA)
Vista Gold (VGZ)
Great Basin (GBG)
Gold Reserve  (GOLD)
Moto Goldmines (MGL)
Nevsun (NSU)
Minefinders (MFN)
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Gammon Lake (GAM)
Miramar (MNG)
ICI (ICI)
Southwestern (SWG)
Golden Star (GSS)
Desert Sun (DSM)
Emgold (EMR)
Aurizon
Atna (A TN)
Viceroy (VYE)
Semafo (SMF)

Junior Producers mln ounces gold

Glamis (GLG)
Bema (BGO)
Eldorado (ELD)
Cambior (CBJ)
Alamos (AGI)
Northgate (NGX)

Major producers use between 2 and 10 million ounces a year each.
Every year they have to develop or buy a few million ounces to keep
their reserves intact.

Producing companies are very interested in buying discov eries of
minimal 1 million ounce. Bigger discov eries of 2-5 million ounces are
guaranteed big hits.

Beware! Do not base your inv estment decisions only based on reserves.
The 22 million ounces of Crystallex in Venezuela, still unsure of a
mining permit, can not be compared to the 25 million of ounces of
Nov aGold in political safe Canada.

Disclaimer: This list is compiled from different publications, mostly
based on information giv en by the companies themselves. Take them as
guesstimates as all reserves sizes are not known exactly but based on
certain presumptions.

For easy comparison we added reserves from all categories, including
the inferred category, which are not formally accepted as gold reserves.
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6 - Discovery News January 2006

Great discovery news at the start of 2006.

Read more about the silver discovery of MAG, but let’ s first start with
Northern Dynasty . The amazing Pebble discovery keeps getting bigger
and bigger! And the best of the story. The shares are still a bargain.

 
Northern Dynasty Minerals (NDM.V)

The best news this month
came from Northern
Dynasty’s Pebble deposit
which w as featured in our latest “Gold Discov ery Letter ”. Northern
Dynasty has confirmed the Pebble deposit as one of the largest
undeveloped metal deposits in the world, with a resource estimate
(measured, indicated and inferred resources) of 57 million ounces along
with 46 billion pounds of copper .

It makes the 2,7 billion tonnes Pebble deposit the largest gold deposit of
North America, the second largest copper deposit in North America,
and one of the world’ s fifth largest gold-copper porphyry deposits. The
total contained metal value (using current metal prices) of the Pebble
deposit was calculated by geologist Lawrence Roulston at $230 billion.
A sale of the property would far less, but far more then the current
market capitalization is around half a billion!. This stock can be a ten-
bagger still for sure. If y ou don’t want any downside risk but all the
upside potential buy Northern Dynasty . We actually advise it to all our
friend and family , just like the board of the company as we heard from a
reliable source.
 
You can expect a lot of good news on Northern Dynasty in 2006. Let’s
have a look at the latest news of January 24 which keeps NDM on
number tw o of our list of best discovery cases (see latest letter). Virginia
Gold is still number one.

Press Release

Northern Dynasty Minerals Ltd.: Resource Estimate for Pebble East
Confirms a World Class Porphyry Copper -Gold-Molybdenum Deposit

Tuesday January 24, 12:43 pm ET

VANCOUVER, British Columbia—(BUSINESS WIRE)—Jan. 24, 2006—
Ronald W. Thiessen, President and CEO of Northern Dynasty Minerals
Ltd. (TSX VENTURE:NDM  - News; AMEX: NAK  - News) is pleased to
report the results of an initial mineral resource estimate for the Pebble
East deposit at its Pebble Project in south western Alaska. The resource
estimate shows that Pebble East represents a significant increase in
copper, gold and molybdenum resources for the overall Pebble Project
and substantially augments its higher grade resources. The Pebble East
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for its amenability to low cost, bulk underground mining (see P ebble
Project Deposit Plan and Section posted on Northern Dynasty’s website
at www .northerndynasty .com). The Pebble West porphyry copper -gold-
molybdenum deposit is currently being studied at the feasibility lev el as
a major open pit mine.

At a 0.60% copper equivalent cut-off, the estimated inferred mineral
resources in the Pebble East deposit are:

- 1.83 billion tonnes grading 1.05% copper equivalent, containing 24.3
billion pounds of copper , 22.1 million ounces of gold, and 1.5 billion
pounds of molybdenum.

At a 1.00% copper equivalent cut-off, the higher-grade inferred mineral
resources are estimated at:

- 947 million tonnes grading 1.28% copper equivalent, containing 16.0
billion pounds of copper , 14.5 million ounces of gold, and 830 million
pounds of molybdenum.

A summary of mineral resources for the Pebble East deposit at various
cut-off grades is tabulated below.

Bob Dickinson, Northern Dynasty’ s Chairman commented, “The
ongoing success of our drilling programs at Pebble demonstrates the
extraordinary potential of the Project’ s mineralizing systems. The
combined Pebble West and Pebble East resources rank among the
largest copper, gold and molybdenum accumulations in the w orld. This
initial resource estimate of the Pebble East indicates a substantial
increase in the copper, gold and molybdenum av ailable, with significant
promise to further expand that resource.

Pebble is an exceptionally important discov ery because it is located on
American soil - a stable jurisdiction in which the dev elopment rules are
well-known - at a time when the demand for copper , gold and
molybdenum is increasing w orldwide while av ailable new supplies are
limited.”

The Pebble East resource estimate is based upon drill core assay results
from 20,890 metres (68,500 feet) of drilling in 22 holes completed by
Northern Dynasty .
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NovaGold (NG.T)

Nov aGold is like Northern
Dynasty a much underv alued
company. This month they
expanded their Gold
Resources by 3 Million
Ounces. More on this in the special about NovaGold in this issue. The
company keeps adding value for their shareholders. The results
mentioned below are for their Donlin Creek deposit only . But they have
more good properties and a total resource estimate of more then 25
million of ounces.

Shares of NovaGold climbed higher , also after the announced a
proposed public offering of 11,000,000 common shares in the United
States and Canada. The net proceeds from the offering will be used to
fund exploration at, and construction of, the Rock Creek project,
complete final feasibility studies for both the Galore Creek and the
Donlin Creek projects, fund the 2006 option payment due with respect
to the Galore Creek project, fund exploration on Nov aGold’s other
projects and for general corporate purposes.

More (page 19 till 22)

for Premium Subscribers only
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5 - Discovery Case Novagold (NG)

The biggest gold discovery in
recent history in North
America is Northern
Dynasty’s Pebble deposit,
with total resources of 42
million ounces, which w as featured in our January 4 issue . But the
second most successful Northern America junior exploration company
is NovaGold.

In seven short years, NovaGold has built one of the best portfolios of
projects in the industry with a resource inv entory as large as most mid-
tier gold producers. Including resources from the Ambler project, in
North-w estern Alaska, NovaGold now has a resource base of over 26
million ounces of gold, 181 million ounces of silv er, 13.4 billion pounds
of copper and 2.2 billion pounds of zinc - equiv alent to over US$40
billion of in-the-ground metal v alue at today’s metals prices.

This high quality resource base, located in politically stable countries
makes NovaGold one of the most leveraged companies to take full
advantage of the bull market in commodities. Nov aGold will embark on
a new path as a rapidly growing gold producer in coming y ears.

Placer Dome, joint venture partner on the Donlin project, is steadily
advancing this world class asset towards a production decision. At 25
million ounces of resource, Donlin represents one of the best gold
opportunities in North America.

More (page 24/25)
for Premium subscribers only
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7 - Exploration News January 2006

Kodiak Exploration (KXL.V)

In our January 4 issue we added
Kodiak to our exploration portfolio
based on the first preliminary results
of an airborne survey geophysical
survey of its Caribou Lake prospect.
This follow ed after grab samples of
19% copper and 38% nickel in that area. On January 20 Kodiak
published a follow up with almost the same information but inv estors
reacted much stronger.

Bill Chornobay, President of Kodiak Exploration Limited “W e are very
pleased with results to date. The Caribou Lake prospect has many of
the early indicators of a new w orld class discovery.”

At the moment of writing Kodiak shares in our portfolio show a gain of
around 140%. It is still very, very early in the discovery phase but this
looks very promising indeed.

I keep remembering what The Canadian Mining Journal’ s editor added
to the first news report:
“These results remind us of early reports from V oisey’s Bay in
Newfoundland”

He is talking about the huge copper nickel discov ery of 1993. While
prospecting in eastern Labrador in 1993, two Newfoundlanders.

President of Kodiak Exploration Limited, said, “W e are very pleased
with results to date. The Caribou Lake prospect has many of the early
indicators of a new w orld class discovery.”

More  (page 27 till 31)
for Premium subscribers only

TGDL 2006 #2 : NEWS LETTER                                                                                                                    eXPLORATION NEWS

Lawrence Roulston :

“I see the bull market

in metals

continuing for

several years”



THE GOLD DISCOVER Y LETTER - FEBRUARY 2006 - © 2006 WWW.GOLDDRIVERS.COM - page 31 -

9 - Junior Top 30 2006

We’ve witnessed one of the best months for gold and its shares since
many years... Although w e anticipated that 2006 would be the year for
juniors (see my editorials ‘2006 - Junior Festival Part I and Part II’) w e
didn’ t expect such a rocket blast right from the start.  Investors who
could overcome their fear of  not selling (just sitting tight) w ere being
rewarded well since many juniors exploded to the upside.. We strongly
believe this is only the beginning of much more fire w orks to come...

The table below shows the astonishing results of the best performing
juniors so far in 2006:
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7 - Portfolio Mutations

This chapter simply highlights the portfolio changes. For  reasons why
please read chapters 5 and 7 Discovery/Exploration News..

Added Positions to Discovery Portfolio:

-
-

Added positions to Exploration P ortfolio:

-
-
-

Discovery Portfolio:

In our Discov ery Portfolio w e track those companies which are in their
discovery phase. As explained in our discovery case ‘Virginia Gold’
companies which are in discovery phase will do v ery well in a rising
gold environment..

Exploration Portfolio:

In our Exploration P orfolio w e track some companies which are
promising but still hav e to prove it up. Sure enough some companies
won’t liv e up to their expectations (only one project out of every 1000
projects will make it to a mine) but those which do liv e up to their
expectations will be witnessing exdploding share prices.. The
exploration Portfolio is therefore regarded as highly speculativ e.
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Average gain

+ 52%
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9 - Discovery/ Exploration Portfolio

Discovery Portfolio:
In our Discov ery Portfolio w e track those companies which are in their
discovery phase. As explained in our discovery case ‘Virginia Gold’
companies which are in discovery phase will do v ery well in a rising
gold environment..

DISCOVER Y PORTFOLIO:

 For Premium subscribers only

TGDL 2006 #2 : NEWS LETTER                                                                                                                                    PORTFOLIOS



Average gain:

+33%
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EXPLORATION POR TFOLIO:

Exploration Portfolio:

In our Exploration P orfolio w e track some companies which are
promising but still hav e to prove it up. Sure enough some companies
won’t liv e up to their expectations (only one project out of every 1000
projects will make it to a mine) but those which do liv e up to their
expectations will be witnessing exploding share prices.. The exploration
Portfolio is therefore regarded as highly speculativ e.

For Premium subscribers only

Well dear reader, that was all!

We sincerely hope that you enjoyed the third monthly issue of
The Gold Discovery Letter and w e encourage you to giv e us feedback at

:

ehommelberg@golddrivers.com

Best Regards,

on behalf of the golddriv ers team,
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Disclaimer

Although all information presented here is retriev ed from
sources believed to be reliable no guarantees can be given
regarding its accuracy and no further steps have been
taken in order to v erify the completeness of the
information provided here. Therefore inv estors should
use the information presented here for information
purposes only and before making any inv estment
decision consult an investment advisor first.

We do not receive nor accept any payments from
companies in order to be included in our portfolio pages.


