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Spectre of Fed coup is unlikely but dampens equities, currency and fuels commodities, long yields 
  
Is U.S. President Donald Trump poised to take control of the Fed? Well probably not. At least not 
immediately. In an almost unprecedented move President Trump criticized the Federal Reserve over 
interest ǊŀǘŜ ƘƛƪŜǎΦ ¢ǊǳƳǇ ǎŀƛŘ ƘŜ ǿŀǎ άƴƻǘ ǘƘǊƛƭƭŜŘέ ǘƘŀǘ ǘƘŜ CŜŘ ƘƛƪŜŘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ in March and 
June thus putting pressure on the US Dollar ŀƴŘ ǇǳǘǘƛƴƎ ¢ǊǳƳǇΩǎ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅ ƛƴ ŘŀƴƎŜǊΦ 
ά¢ƛƎƘǘŜƴƛƴƎ ƴƻǿ ƘǳǊǘǎ ŀƭƭ ǘƘŀǘ ǿŜ ƘŀǾŜ ŘƻƴŜέΦ ¢ǊǳƳǇΩǎ ŀƛŘŜǎ ǊŜƳƛƴŘŜŘ Ƙƛm that the Federal Reserve 
is responsible for monetary policy and that they are conducting policy properly. Treasury Secretary 
Steve Mnuchin and National Economic Council advisor Larry Kudlow rushed to the barricades to say 
άǘƘŜ CŜŘ ƛǎ ŘƻƛƴƎ ƛǘ ǊƛƎƘǘΣ ƭŜǘ ƛǘ ƘŀǇǇŜƴΦ ¢ƘŜ ǎƻƻƴŜǊ ƛǘ ƘŀǇǇŜƴǎΣ ǘƘŜ ǎƻƻƴŜǊ ƛǘ ǿƛƭƭ ōŜ ƻǾŜǊέΦ ¢ǊŀŘŜǊǎ 
expect that there will be two more rate hikes in 2018, September and December. That would bring 
the Fed rate to 2.50% which is at least a Fed target rate.  
 

Market reaction was swift as the US Dollar fell, while gold, oil and commodities rose as did bond 
ȅƛŜƭŘǎΦ ¢ƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘǎ ŦŀƭǘŜǊŜŘ ōǳǘ ŘƛŘƴΩǘ ŎǊŀŎƪΦ ¢ƘŜ ŘŀƳŀƎŜ Ƙŀǎ ōŜŜƴ ŘƻƴŜΦ hǊ Ƙŀǎ ƛǘΚ !ƛŘŜǎ ǿŜǊŜ 
still running around trying to assure everyone that Jerome Powell is still in charge. For a President to 
be seen influencing monetary policy would send a very negative signal to markets. Separation of 
government and the Fed is a hallmark as to how central banks operate globally. Yet there have been 
periods where there was tension between the President and the Fed most notably under Lyndon 
Johnson and Richard Nixon. Whether this all dies down in the coming weeks remains to be seen.  
 

¢ǊǳƳǇΩǎ ŎǊƛǘƛŎƛǎƳǎ ƻŦ ǘƘŜ CŜŘ ƭŀǊƎŜƭȅ ƻǾŜǊǎƘŀŘƻǿŜŘ ŜǾŜǊȅǘƘƛƴƎ ŜƭǎŜΦ .ǳǘ ǘƘŜ ŎƻƳƳŜƴǘǎ ƘŜƭǇŜŘ ǘƻ 
send stocks back down along with the US Dollar while gold and commodities recovered from a sharp 
sell-off. By Friday the U.S. was shifting its focus to currency manipulation as Trump also accused China 
ŀƴŘ ǘƘŜ 9¦ ƻŦ ŎǳǊǊŜƴŎȅ ƳŀƴƛǇǳƭŀǘƛƻƴΦ ¢ƘŜ /ƘƛƴŜǎŜ ¸ǳŀƴ ƛǎ ƻǳǊ ŦŜŀǘǳǊŜŘ ά/ƘŀǊǘ ƻŦ ǘƘŜ ²ŜŜƪέ (page 
24). With long bonds backing up it has temporarily halted the free fall of the 2 year ς 10 year spread. 
¢Ƙƛǎ ƛǎ ŦŜŀǘǳǊŜŘ ƛƴ ƻǳǊ άwŜŎŜǎǎƛƻƴ ²ŀǘŎƘ Spreadέ (page 15). Many still cite a negative yield curve as 
ǘƘŜ ōƛƎƎŜǎǘ ǘƘǊŜŀǘ ǘƻ ǘƘŜ ŜŎƻƴƻƳȅΦ LǘΩǎ ƴƻǘ ǘƘŜǊŜ ȅŜǘ ōǳǘ ǘƘe recent fall has been rapid. The Canadian 
Dividend Strategy is designed to rotate into cash in the event of a sustained market downturn. 
 

hǳǊ ŦŜŀǘǳǊŜŘ Ŝǎǎŀȅ ƭƻƻƪǎ ŀǘ WƻƘƴ YŜƴƴŜǘƘ DŀƭōǊŀƛǘƘΣ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƎǊŜŀǘŜǎǘ ŜŎƻƴƻƳƛǎǘs, even as 
many disagreed with him. Specifically it is his thoughts on debt and speculative bubbles. A reminder 
that global debt has soared at least $100 trillion since the financial crisis of 2008 and debt collapse is 
behind all economic collapses.  
 

Have a great week! 
 
DC
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ά9ŎƻƴƻƳƛŎǎ ƛǎ ŜȄǘǊŜƳŜƭȅ ǳǎŜŦǳƭ ŀǎ ŀ ŦƻǊƳ ƻŦ ŜƳǇƭƻȅƳŜƴǘ ŦƻǊ ŜŎƻƴƻƳƛǎǘǎέ 
τJohn Kenneth Galbraith 

 

The modern conserǾŀǘƛǾŜ ƛǎ ŜƴƎŀƎŜŘ ƛƴ ƻƴŜ ƻŦ ƳŀƴΩǎ ƻƭŘŜǎǘ ŜȄŜǊŎƛǎŜǎ ƛƴ ƳƻǊŀƭ ǇƘƛƭƻǎƻǇƘȅΤ ǘƘŀǘ ƛǎΣ 
ǘƘŜ ǎŜŀǊŎƘ ŦƻǊ ŀ ǎǳǇŜǊƛƻǊ ƳƻǊŀƭ ƧǳǎǘƛŦƛŎŀǘƛƻƴ ŦƻǊ ǎŜƭŦƛǎƘƴŜǎǎέ  

τJohn Kenneth Galbraith 
 

ά¢ƘŜ ƻƴƭȅ ŦǳƴŎǘƛƻƴ ƻŦ ŜŎƻƴƻƳƛŎ ŦƻǊŜŎŀǎǘƛƴƎ ƛǎ ǘƻ ƳŀƪŜ ŀǎǘǊƻƭƻƎȅ ƭƻƻƪ ǊŜǎǇŜŎǘŀōƭŜέ 
τJohn Kenneth Galbraith 

 

άLƴ ŜŎƻƴƻƳƛŎǎ ǘƘŜ ƳŀƧƻǊƛǘȅ ƛǎ ŀƭǿŀȅǎ ǿǊƻƴƎέ 
τJohn Kenneth Galbraith 

 

John Kenneth Galbraith is giant amongst economists. Well, at least amongst liberal economists. He 
was born in Iona Station, Ontario on October 15, 1908 and passed away in Cambridge, Massachusetts 
on April 29, 2006. Amongst his influential books were American Capitalism (1952), The New Industrial 
State (1967), and The Affluent Society (1958). His main criticizers were well-known economists Milton 
Friedman, Paul Krugman, and Robert Solow. Economists could sometimes be placed in two campsτ
Galbraith or Friedman. Galbraith served in the Democrat administrations of John F. Kennedy and 
Lyndon Johnson. He also served as the U.S. Ambassador to India during the Kennedy administration. 
He was made an Officer of the Order of Canada and was awarded the U.S. Presidential Medal of 
Freedom.  
 
One of his main theses rejected the technical analysis (differs from the technical analysis we do) and 
mathematical modeling of neoclassical economics. He believed they were divorced from reality. He 
believed economic activity could not be distilled into inviolable laws but instead was a complex 
product of the cultural and political milieu of the day.  
 
One of his books was about The Great Crash, 1929 (1955) in which he warned of the dangers of an 
unrestrained speculative mood without proper government oversight. We wonder what he would 
have thought of the financial crash of 2008, the recession of 2007ς2009, and the massive taxpayer 
bailout that took place after the collapse. We also wonder what he might think today with the 
unrestrained massive growth of global debtτnow estimated at $247 trillionτthe massive run-up in 
stock markets, and the threat of global trade wars and the breakdown of the global economic order 
created by the U.S. following WW2. Today it is President Trump and the U.S. that is leading the 
breakdown.   
 

He was a firm believer in investments in society, including investments in infrastructure, education, 
and health. We wonder how he would have viewed the massive military buildup by the U.S., currently 
at the expense of investments in infrastructure, education, and health.  
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One thing he firmly believed was that speculative bubbles were inherent in a free market system 
because of mass psychƻƭƻƎȅ ŀƴŘ ǘƘŀǘ άǾŜǎǘŜŘ ƛƴǘŜǊŜǎǘǎέ ǿƻǳƭŘΣ ƛƴ ŜŦŦŜŎǘΣ ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ǎǇŜŎǳƭŀǘƛǾŜ 
ŜǳǇƘƻǊƛŀΦ CƛƴŀƴŎƛŀƭ ƳŜƳƻǊȅ ƛǎ ƴƻǘƻǊƛƻǳǎƭȅ ǎƘƻǊǘΦ tǊŜǾƛƻǳǎ ŦƛƴŀƴŎƛŀƭ ŎƻƭƭŀǇǎŜǎ ǿŜǊŜ ǎƻƳŜōƻŘȅ ŜƭǎŜΩǎ 
ƳƛǎǘŀƪŜǎ ŀƴŘ άǘƘƛǎ ǘƛƳŜ ƛǘ ƛǎ ŘƛŦŦŜǊŜƴǘΦέ bƻΣ ƛǘ ƛǎ ƻƴƭȅ ǘƘŜ ŎƛǊŎǳƳǎǘŀƴŎŜǎ ŀƴŘ the amount of debt that is 
ŘƛŦŦŜǊŜƴǘΦ !ƭƭ ŎƻƭƭŀǇǎŜǎ ŀǊŜ ŦƛƴŀƴŎƛŀƭ ŎƻƭƭŀǇǎŜǎ ŀƴŘ ƛƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘ ƻŦ ǳƴǊŜǎǘǊŀƛƴŜŘ ƳŀǎǎƛǾŜ ŘŜōǘ ƛǘ 
threatens to be the biggest collapse ever.  
 

Here is Galbraith on debt: 

ά!ƭƭ ŎǊƛǎƛǎ ƘŀǾŜ ƛƴǾƻƭǾŜŘ ŘŜōǘ ǘƘŀǘΣ ƛƴ ƻƴŜ ŦŀǎƘƛƻƴ ƻǊ another, has become dangerously out of scale 
ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ƳŜŀƴǎ ƻŦ ǇŀȅƳŜƴǘΦέ 

τfrom A Short History of Financial Euphoria 
 

It was interesting to read a poll by Angus Reid, reported by the CBC, showing that 1 in 6 Canadians 
are struggling with finances. Also, according to the poll, more than a quarter of Canadians are 
ǎǳŦŦŜǊƛƴƎ ǎŜǊƛƻǳǎ ŦƛƴŀƴŎƛŀƭ ƘŀǊŘǎƘƛǇΤ ǘƘŜȅ ŎŀƴΩǘ ŀŦŦƻǊŘ ǘƻ Ǝƻ ǘƻ ŀ ŘŜƴǘƛǎǘ ŀƴŘ ŀǊŜ ōƻǊǊƻǿƛƴƎ money to 
buy groceries. A recession would most likely make this even worse.  
 

Without having seen a comparable study for the U.S., the suspicion is that it is actually worse. 
Consumer (personal) debt in the U.S. totals $19 trillion with student debt at $1.5 trillion and credit 
card debt $1.0 trillion. Securitized auto loans stand at over $1.1 trillion.  Personal debt per citizen 
stands at over $58,000. Personal debt in 2008 stood at $17.1 trillion. Compared to the rise in federal 
government debt, the rise in personal debt has been relatively constrained. It took consumers a 
number of years to recover from the 2007ς2009 financial crash and recession.  
 

But it gets worse. Officially upwards of 39 million people in the U.S. live in poverty. The actual 
number is suspected to be closer to 45 million. Over 39 people are on food stamps and over 166 
million out of a population of 328 million collect benefits of some sort. Grant you that includes 
seniors on Medicare and Social Security. But there are only 52 million retirees while almost 58 million 
receive Medicaid. Despite Obamacare over 27 million have no health insurance. Median income 
adjusted for inflation has barely budged since 2000. According to statistics average savings per citizen 
are about $5,000 vs. average debt per citizen of $58,000. Income and net worth inequality has grown 
considerably since the beginning of the century.  
 

While the consumers have problems, the real risk lies in the banking system. Deutsche Bank, one of 
ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ōŀƴƪǎ Ƙŀǎ Ŧŀiled Fed stress tests. Deutsche Bank has been placed on the Federal 
5ŜǇƻǎƛǘ LƴǎǳǊŀƴŎŜ /ƻǊǇƻǊŀǘƛƻƴ όC5L/ύ ƭƛǎǘ ƻŦ ǇǊƻōƭŜƳ ōŀƴƪǎΦ ¢Ƙŀǘ ƻƴƭȅ ǇŜǊǘŀƛƴǎ ǘƻ 5ŜǳǘǎŎƘŜ .ŀƴƪΩǎ 
U.S. operations. Deutsche Bank, Germany is still deemed safe, at least according to ECB stress tests 
ǘƘŀǘ ŀǊŜ ƴƻǘ ŀǎ ǎǘǊƛƴƎŜƴǘ ŀǎ ǘƘŜ CŜŘΩǎΦ .ǳǘ ōŀƴƪƛƴƎ ǇǊƻōƭŜƳǎ ƭǳǊƪ ƛƴ 9ǳǊƻǇŜΣ ǇŀǊǘƛŎǳƭŀǊƭȅ LǘŀƭȅΣ ǿƛǘƘ ŀƴ 
estimated ϵннп ōƛƭƭƛƻƴ ƻŦ ƴƻƴ-performing loans. That is over 25% of all loans. Other EU countries with 
high non-performing loans as a total of all loans include Greece, Romania, Portugal, Ireland, Czech 

https://www.cbc.ca/news/business/angus-reid-poverty-report-1.4746210
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Republic, Bulgaria, Romania, and Cyprus. Greece is still being negatively impacted by the sovereign 
debt crisis of 2011 and still has not exited its bailout program.  
 

But there are also sovereign debt problems in Venezuela, Argentina, and Ukraine. A number of 
smaller African countries (i.e., Republic of Congo) and Asian countries (i.e., Afghanistan) have serious 
debt problems, but most of them are too small to cause a global meltdown. The largest debt growth 
since the financial crisis of 2008 has been in China, but the Chinese maintain strong growth and have 
the wherewithal to contain problems. But slower Chinese growth due to trade wars could cause 
problems elsewhere.  
 

Many point out the U.S. is bankrupt and when one considers their unfunded liabilities of $114 trillion 
in Medicare and Social Security it does seem they are on the road to ruin. But the U.S. economy is 
ǎǘǊƻƴƎ ǊŜƭŀǘƛǾŜ ǘƻ Ƴŀƴȅ ƻǘƘŜǊǎΤ ŀƭǎƻΣ ǘƘŜ ¦{Ϸ ƛǎ ǎǘƛƭƭ ǘƘŜ ǿƻǊƭŘΩǎ ǊŜǎŜǊǾŜ ŎǳǊǊŜƴŎȅ ǿƘƛŎƘ ƎƛǾŜǎ ǘƘŜƳ ŀƴ 
advantage many others do not have. Still, it is disconcerting to know that U.S. Federal Debt has grown 
by almost $1.4 trillion in the past year and is up $1.2 trillion since Trump took office (yes, initially, it 
did dip). The U.S. is expected to add almost $1.2 trillion/year for the next decade, thanks to the 
Trump tax cuts. U.S. debt to GDP currently stands at 105% and is expected to rise over the next year 
or two to 108%.  
 

IŜǊŜΩǎ ŀƴ ƛƴǘŜǊŜǎǘƛƴƎ ŎƘŀǊǘΦ ¢Ƙƛǎ ƛƴǾŜǊǘŜŘ ŎƘŀǊǘ ƛǎ ƪƴƻǿƴ ŀǎ ŀƴ 9ȄǘŜǊΩǎ tȅǊŀƳƛŘ όǎƻƳŜǘƛƳŜǎ ŎŀƭƭŜŘ 
9ȄǘŜǊΩǎ DƻƭŘŜƴ tȅǊŀƳƛŘύΦ Lǘ ǿŀǎ ƴŀƳŜŘ ŀŦǘŜǊ ƛǘǎ ŎǊŜŀǘƻǊ WƻƘƴ 9ȄǘŜǊΣ ŀƴ !ƳŜǊƛŎŀƴ ŜŎƻƴomist and 
former member of the Board of Governors of the Federal Reserve. What it depicts is asset classes in 
terms of risk and size. While notionally derivatives are at the top their actual risk is considerably 
lower. No, there is not really risk of $1 quadrillion of derivatives blowing up. But the massive amount 
of growth in asset values since the 1970s has been largely due to massive growth of credit and with 
ǘƘŜ ƘŜƭǇ ƻŦ ŘŜǊƛǾŀǘƛǾŜǎΦ LŦ ƛǘ ƘŀŘƴΩǘ ōŜŜƴ ŦƻǊ ŎǊŜŘƛǘ ŀƴŘ ŘŜǊƛǾŀǘƛǾŜǎ ǘƘŜ Ǿŀƭǳŀǘƛƻƴ ƻŦ ŀƭƭ ŀǎǎŜǘs would be 
considerably lower. Assets are merely promises to pay or perform something in the future.  

 
Source: www.milesfranklin.com  

Note what is on the bottom of the pyramidτyes, gold (and silver). They are at the bottom of the base

http://www.milesfranklin.com/
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ŦƻǊ ƎƻƻŘ ǊŜŀǎƻƴΦ ¢ƘŜǊŜ ƛǎ ƴƻǘ ǘƘŀǘ ƳǳŎƘ ƻŦ ƛǘΦ Lǘ ƛǎ ƴƻōƻŘȅΩǎ ƭƛŀōƛƭƛǘȅΦ ¢ƘŜ ƘƛƎƘŜǊ ƻƴŜ ƎƻŜǎ ƛƴ ǘƘŜ 

ǇȅǊŀƳƛŘ ǘƘŜ ǊƛǎƪƛŜǊ ǘƘŜ ŀǎǎŜǘΦ IƛƎƘ Ǌƛǎƪ ŀǎǎŜǘǎ ƴƻǿ ƳŀƪŜ ǳǇ ǘƘŜ ōǳƭƪ ƻŦ ǘƘŜ ǇȅǊŀƳƛŘΦ ά{ȅǎǘŜƳƛŎ Ǌƛǎƪέ ƛǎ 

prevalent throughout the ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳ ŜǎǇŜŎƛŀƭƭȅ ǿƛǘƘ Ϸнпт ǘǊƛƭƭƛƻƴ ƻŦ ŘŜōǘ ƻǳǘǎǘŀƴŘƛƴƎΦ ²Ŝ ŘƻƴΩǘ 

know where the next financial crisis will come from, but after nine years of recovery and expansion 

time is running out. A trigger could cause a contagion whereby a financial collapse in one spot soon 

spreads elsewhere before spreading around the world and threatening to bring down the global 

financial system. 

 

hǾŜǊ ǘƘŜ Ǉŀǎǘ ǘǿŜƴǘȅ ȅŜŀǊǎ ǿŜΩǾŜ ƘŀŘ ǘǿƻ ǎŎŀǊŜǎΥ ŦƛǊǎǘ ƛƴ мффу ŀƴŘ ǘƘŜƴ ƛƴ нллу ǿƘŜǊŜΣ ǿƛǘƘƻǳǘ ǘƘŜ 

ability of the central banks to bail out the financial system, we could have had a global financial 

meltdown. Today, the central banks are more compromised than ever and no longer have the ability 

to bail out another global financial crisis. That is why the Western countries passed bail-in legislation 

whereby it is depositors and bond holders whose funds will disappear to bail out the financial system 

in the event of another systemic meltdown.  

While nobody seems to want gold and silver now (we are talking physical gold and silver, not paper 

gold and silver that overwhelms the physical) it is highly likely to soar in price as other assets tumble 

in value. Everything was created by debt, but gold and silver were created by digging it out of the 

ƎǊƻǳƴŘΦ ¸Ŝǘ ƛƴ ǘƻŘŀȅΩǎ ŘŜǇǊŜǎǎŜŘ ƳŀǊƪŜt fewer are digging and that should create shortages further 

down the road. Debt to GDP ratios are at such huge levels the Western countries (EU, Japan, 

US/Canada, etc.) have reached levels that one might have considered only for banana republics thirty 

years ago. 

It is interesting to note that, while many think the stock market is the place to be, and although the 

Dow Jones Industrials (DJI) has gone up 2700%, since August 1971 when the world went off the gold 

standard, gold is actually up 3300% in the same timeframe. Grant you, gold was fixed at $35 back in 

those days. Yet, surprisingly, many consider gold as high risk. Despite price fluctuations it actually is 

not.  

DŀƭōǊŀƛǘƘΩǎ economic theories did not carry the day. Yet he had numerous excellent ideas that might 

ƘŀǾŜ ǎǘŜƳƳŜŘ ǘƻŘŀȅΩǎ ǇƻǘŜƴǘƛŀƭ ŦƻǊ ŀƴƻǘƘŜǊ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎΦ !ŦǘŜǊ ƴƛƴŜ ȅŜŀǊǎΣ ƛǘ ƛǎ ƴƻǘ ŀ 

question of will it happenτit is a question of when. Owning a little gold and silver should help protect 

you because at least it is real and tangible.  
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Bitcoin Watch! 

 

Source: www.coindesk.com  

Institutional investors. That appears to be the prime reason Bitcoin and other cryptocurrencies have 

suddenly jumped. Goldman Sachs and BlackRock are amongst the firms showing interest in Bitcoin 

and other currencies. It sparked some to speculate that cryptocurrencies could be in the same 

position as tech stocks in 1995. The next five years saw massive gains in tech stocks, culminating in a 

blow-off in 2000 followed by a crash that wiped billions off the market. Many high-tech stocks went 

from $100 to pennies and many others just disappeared.  

Certainly, there is no doubt that if institutional players jumped in in a big way that it could push the 

market substantially higher. It is still by most measurements a small market. But it also seems rather 

optimistic to state that Bitcoin will soar to $65,000. If correct, there is still a lot of work to be done.  

As the chart shows, Bitcoin appears to have broken out to the upside. One could argue the pattern 

ǿŀǎ ŀ ŘŜǎŎŜƴŘƛƴƎ ǿŜŘƎŜΣ ŀƭǘƘƻǳƎƘ ǿŜ ǳǎǳŀƭƭȅ ǇǊŜŦŜǊ ǘƘŜƳ ǘƻ ōŜ ǎǘŜŜǇŜǊΦ Lǘ ǿŀǎƴΩǘΦ .ǳǘΣ ƴƻƴŜǘƘŜƭŜǎǎΣ 

the triangle could suggest that Bitcoin may rise to $10,500. There is resistance around $7,500. The 

high, so far, has been seen at $7,501. As we head into the weekend Bitcoin is showing signs it should 

break out over $7,500 and head for the next level.  

According to Coin Market Cap, the market cap of all cryptos has jumped to $281 billion, up $32 billion 

on the week from $249 billion. The number of cryptos has also taken a big jump with 1,656 listed, up 

http://www.coindesk.com/
http://www.coinmarketcap.com/
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from 1,615 the previous week. This week we picked up BigONE Token (BIG), Sharkcoin (SAK), Birds 

(BIRDS), and Smoke (SMOKE). There are 18 coins listed as having a market cap of $1 billion or higher. 

Bitcoin gained about 19% on the week. Others having a big week for cryptos over $1 billion included 

Stellar (XLM), up 47%, Cardano (ADA), up 29%, and Dash (DASH), gaining about 20%. The number of 

deceased, hacked, or parody coins listed at Dead Coins rose to 876 from 862 the previous week.  

 

Source: www.stockcharts.com  

 

http://www.deadcoins.com/
http://www.stockcharts.com/
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MARKETS AND TRENDS 

 
 

  % Gains (Losses)                               Trends     

 Close 
Dec 31/17 

Close 
Jul 20/18 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly (Long 
Term) 

Stock Market Indices        

S&P 500 2,673.63 2801.83 flat 4.8% up up up (topping) 

Dow Jones Industrials 24,719.22 25,058.12 0.2% 1.4% 
 

up up up (topping) 

Dow Jones Transports 10,612.29 10,741.50 1.9% 1.2% neutral up (weak) up (topping) 

NASDAQ 6,903.39 7,820.20 
(new highs) 

(0.1)% 13.3% up up  up (topping) 

S&P/TSX Composite 16,209.13 16,435.46 (0.8)% 1.4% up up  up (topping) 

S&P/TSX Venture (CDNX) 850.72 712.33 (1.8)% (16.3)% down  down  neutral 

Russell 2000 1,535.51 1,696.81 0.6% 10.5% up up up (topping) 

MSCI World Index 2,046.47 1,981.51 0.5% (3.2)% neutral down  up (topping) 

NYSE Bitcoin Index  14,492.18 7,463.05 19.3% (48.5)% up down  neutral 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 192.31 172.02 (0.9)% (10.6)% down down  neutral 

TSX Gold Index (TGD) 195.71 188.84 flat (3.5)% down (weak) neutral neutral 

        

Fixed Income Yields/Spreads        

U.S. 10-Year Treasury yield 2.40 2.89 2.1% 20.4%    

Cdn. 10-Year Bond yield 2.04 2.18 1.9% 6.9%    

Recession Watch Spreads        

U.S. 2-year 10-year Treasury spread 0.51 0.29 20.8% (43.1)%    

Cdn 2-year 10-year CGB spread 0.36 0.25 25.0% (30.6)%    

        

Currencies        

US$ Index 91.99 94.23 (0.3)% 2.4% up (weak) up  down (weak) 

Canadian $ 0.7990 0.7620 0.1% (4.6)% down (weak) down down (weak) 

Euro 120.03 117.25 0.4% (2.3)% up (weak) down  up  

British Pound 135.04 131.32 (0.8)% (2.8)% down down down (weak) 

Japanese Yen 88.76 89.69 0.8% 1.1% down down neutral 

        

Precious Metals        

Gold 1,309.30 1,231.10 (0.8)% (5.6)% down down neutral 

Silver 17.15 15.55 (1.6)% (9.3)% down down down 

Platinum 938.30 829.50 (0.1)% (11.6)% down  down  down 

        

Base Metals        

Palladium 1,061.00 888.90 (4.7)% (16.4)% down down up 

Copper 3.30 2.76 (0.7)% (16.4)% down down up (weak) 

         

Energy        

WTI Oil 60.42 68.26 (3.9)% 13.0% neutral up up  

Natural Gas 2.95 2.76 0.4% (6.4)% down down neutral 

Source: www.stockcharts.com, David Chapman 
 
 
Note: For an explanation of the trends, see the glossary at the end of this article. 
New highs/lows refer to new 52-week highs/lows. 
 

http://www.stockcharts.com/
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Source: www.stockcharts.com 

The S&P 500 moved to new highs for the current up move this past week. It faltered on Friday 

ŦƻƭƭƻǿƛƴƎ ¢ǊǳƳǇΩǎ ŎǊƛǘƛŎƛǎƳ ƻŦ CŜŘ /ƘŀƛǊƳŀƴ WŜǊƻƳŜ tƻǿŜƭƭ ŀƴŘ Ƙƛǎ ŎƻƳƳŜƴǘǎ ŀbout the US$ and 

interest rates. We discuss Trump and the Fed later under Bonds. In the end, the S&P 500 was flat on 

the week. The Dow Jones Industrials (DJI) gained less than 0.2%, the Dow Jones Transportations (DJT) 

was up 1.9% thanks to lower oil prices, while the NASDAQ actually fell 0.1%. Elsewhere, the TSX 

Composite lost 0.8%, the TSX Venture Exchange (CDNX) continued its woes down 1.8%. 

Internationally, the London FTSE 100 was essentially flat, the Chinese Shanghai Index fell a small 

0.1%, the Paris CAC 40 was off 0.6%, but the German DAX rose 0.2% and the Tokyo Nikkei Dow (TKN) 

was up 0.4%.  

Nothing has really changed. The S&P 500 continues to trace out what appears to be a complex 

corrective pattern that could still have a few more months to go. TruƳǇΩǎ ŎƭŀǎƘ ǿƛǘƘ CŜŘ /ƘŀƛǊ WŜǊƻƳŜ 

Powell hurt the market on Friday but only mildly.  It remains to be seen whether the conflict could 

unnerve the stock markets, but it certainly could. As one can see, volume on this rise has been 

anaemic. The break above the March high at 2,801 suggests there is some potential that the S&P 500 

could make new all-time highs. The S&P 500 breaks under 2,750, but the major breakdown does not 

occur until under 2,690. There would be further support down to 2,530.  

Potential fights ǿƛǘƘ ǘƘŜ CŜŘ ŀƴŘ ŎǳǊǊŜƴŎȅ ǿŀǊǎΣ ŎƻǳǇƭŜŘ ǿƛǘƘ ǘǊŀŘŜ ǿŀǊǎΣ ŎƻǳƭŘ ǎǘƛƭƭ ōŜ ǘƘŜ άǳƴƎƭǳƛƴƎέ 

of this market. 

http://www.stockcharts.com/


 

 
 

10 of 26 

 

Enriched Investing Incorporated 
P.O. Box 1016, TD Centre, Toronto, ON  M5K 1A0 

ph: 416.203.3028 fx: 416.203.8825 www.enrichedinvesting.com 
e-mail:  dchapman@enrichedinvesting.com 

 

 

Source: www.stockcharts.com 

Here is the Dow Jones Industrials (DJI). Looks similar to the S&P 500 except, unlike the S&P 500, the 

5WL Ƙŀǎ ŦŀƛƭŜŘΣ ǎƻ ŦŀǊΣ ǘƻ ƳŀƪŜ ŀƴȅ ƴŜǿ ƘƛƎƘǎ ŦƻǊ ǘƘŜ ŎǳǊǊŜƴǘ ǳǇ ƳƻǾŜΦ !ǎ ǿƛǘƘ ǘƘŜ {ϧt рллΣ ǿŜ ŎŀƴΩǘ 

tell just yet whether the DJI has topped. But until the DJI makes new highs to confirm the S&P 500 

this could be a significant divergence. It is noted that the NASDAQ made new all-time highs even as 

the S&P 500 only made new highs for the current move up. The Dow Jones Transportations (DJT), like 

the DJI, remains short of new highs. There are a number of divergences. The problem with 

divergences are that they are only divergences until either confirms each other or the market in this 

case breaks to the downside. Divergences are often seen at major highs and lows. Note how the 200-

day MA has held the market for the past few months. But all of this action reminds us of 2000 when 

the markets diverged in January and March, then spent the next six months going up and down but 

never again making new highs. In late 2000, the market started to crack to the downside as the high-

tech crash got underway. This market also reminds us of the gold market in 2012. Gold topped in 

September 2011 at over $1,900, then spent the next year going back and forth from roughly $1,700 

to $1,525. In October 2012 it made its final top and then cracked in early 2013, crashing $400. 

Markets can fool people following potentially significant tops as we saw in January. These extended 

corrective moves constantly give investors the feeling that it is just a matter of time before the 

market breaks to new highs. Then they get chopped, as was seen in 2000 and 2012. From what we 

http://www.stockcharts.com/
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are seeing so far, another downside surprise could be setting up. But it might not happen for a few 

more months. The DJI breaks down under 24,200.  

 

Source: www.stockcharts.com 

If this rising or ascending wedge triangle is correct, then the rally for the TSX Composite could be on 

its last legs. A breakdown under 16,400 would confirm the breakdown. Ascending wedge triangles 

have a tendency to go back to where they started. That suggests a move back to 14,990. New highs 

above 16,506 might stave this off for a short while, but this wedge triangle looks increasingly 

dangerous. 

http://www.stockcharts.com/
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Source: www.stockcharts.com 

If the TSX Composite looks dangerous the TSX Venture Exchange (CDNX) looks increasingly juicy. The 

opposite of an ascending wedge triangle is a descending wedge triangle. Just like an ascending wedge 

is bearish, the descending wedge is bullish. If this pattern is correct, then the CDNX has the potential 

to go all the way back to its earlier highs at 940. Note the RSI is down at 23. Sentiment towards the 

junior index is exceedingly low. The CDNX is also at significant support back where it was in December 

2017. This pattern has tremendous potential for those who participate in the junior market. The 

market is roughly 50% junior mining companies. Some individual companies could double or triple or 

more.  

  

http://www.stockcharts.com/
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Source: www.stockcharts.com 

CƻǊ ǘƘŜ Ƴƻǎǘ ǇŀǊǘ ƭƻƴƎ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ǊŜŀƭƭȅ ŘƛŘƴΩǘ Řƻ ƳǳŎƘ ǘƘƛǎ Ǉŀǎǘ ǿŜŜƪΦ ¢ƘŜ мл-year U.S. Treasury 

note rose slightly to 2.89%, up from 2.83% the previous week. We consider this a bounce back and 

unless we can take out 2.98%/3.00% on the upside we believe we have seen our high at 3.11%. What 

ƛǎ ǳƴŎƻƴŦƛǊƳŜŘ ƛǎ ǘƘŜ ōǊŜŀƪŘƻǿƴ ŀƴŘ ǘƘŀǘ ǿƻƴΩǘ ƻŎŎǳǊ ǳƴǘƛƭ ǘƘŜ ȅƛŜƭŘ Ŧŀƭƭǎ ǳƴŘŜǊ нΦтл҈Φ LǊǊŜǎǇŜŎǘƛǾŜ 

ƻŦ ǿƘŀǘ ǿŜ ƳƛƎƘǘ ǘƘƛƴƪ ŀōƻǳǘ ¢ǊǳƳǇΩǎ ƭƻƻƳƛƴƎ ǿŀǊ ǿƛǘƘ ǘƘŜ CŜŘΣ ƻŘŘǎ ƳƛƎƘǘ ŀŎǘǳŀƭƭȅ ŦŀǾƻǳǊ ŀ ǊǳǎƘ 

into U.S. Treasuries for safety reasons.  

¸ŜǎΣ ¢ǊǳƳǇΩǎ ǿŀǊ ǿƛǘƘ ǘƘŜ CŜŘΦ Lƴ ǿƘŀǘ ŎƻǳƭŘ ǇǊƻǾŜ ǘƻ ōŜ ŀ ǾŜǊȅ ŘŀƴƎŜǊƻǳǎ ƳƻǾŜΣ ¢ǊǳƳǇ Ƙŀǎ ǇƛŎƪŜŘ ŀ 

ŦƛƎƘǘ ǿƛǘƘ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΣ ǎŀȅƛƴƎ ƘŜ ǿŀǎ ŀƎŀƛƴǎǘ ŀ ǎǘǊƻƴƎ ŘƻƭƭŀǊ ŀƴŘ άƴƻǘ ǘƘǊƛƭƭŜŘέ ŀōƻǳǘ ƳƻǊŜ 

hikes in interest rates. The US$ fell and commodities rose. In an editorial in The Globe and Mail, 

ŎƻƭǳƳƴƛǎǘ Lŀƴ aŎDǳƛƎŀƴ ŘŜǎŎǊƛōŜŘ ¢ǊǳƳǇΩǎ ŀǘǘŀŎƪ ƻƴ CŜŘ /ƘŀƛǊƳŀƴ WŜǊƻƳŜ tƻǿŜƭƭ ŀƪƛƴ ǘƻ ǿŀƪƛƴƎ ǳǇ 

ǘƻ ŀ ōƭƻƻŘȅ ƘƻǊǎŜΩǎ ƘŜŀŘ όά¢ǊǳƳǇΩǎ ƳŜŘŘƭƛƴƎ ƛƴ CŜŘ tƻƭƛŎȅ ŎƻǳƭŘ ōŀŎƪŦƛǊŜΣέ Lŀƴ aŎDǳƛƎŀƴ, The Globe 

and Mail ROBΣ Wǳƭȅ нмΣ нлмуύΦ .ƻǘǘƻƳ ƭƛƴŜΥ tǊŜǎƛŘŜƴǘǎΣ ƻǊ tǊƛƳŜ aƛƴƛǎǘŜǊǎ ŦƻǊ ǘƘŀǘ ƳŀǘǘŜǊΣ ŘƻƴΩǘ 

criticize central bank policy, at least not publicly. Central banks are independent of the government 

and any thought that the government could mess around in monetary policy could cause markets to 

άŦǊŜŀƪΦέ  

Oh, it has happened before. Lyndon Johnson fought with Fed Chair William McChesney Martin. The 

confrontation was monumental as Martin refused to bend. Martin had been around for some time as 

http://www.stockcharts.com/
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he was appointed by President Truman and had served through the Eisenhower and Kennedy White 

House as well. There was also considerable tension between former President Richard Nixon and Fed 

Chair Arthur Burns.  

But will this end here or will it escalate? Giveƴ ¢ǊǳƳǇΩǎ ǇǊƻǇŜƴǎƛǘȅ ǘƻ ǎƘŀƪŜ ǘƘƛƴƎǎ ǳǇ ŀƴŘ ŦƛǊŜ ǇŜƻǇƭŜ 

ǿƘƻ ŘƻƴΩǘ Řƻ Ƙƛǎ ōƛŘŘƛƴƎ ǘƘƛǎ ƳƛƎƘǘ ŀŎǘǳŀƭƭȅ ƘŀǇǇŜƴΦ .ǳǘ ƛǘ ǿƻǳƭŘ ōŜ ŘƛǎŀǎǘǊƻǳǎΦ LǘΩǎ ƻƴŜ ǘƘƛƴƎ ǘƻ ŦƛǊŜ 

{ǘŜǾŜ .ŀƴƴƻƴΤ ƛǘΩǎ ŀƴƻǘƘŜǊ ǘƻ ƳŜŘŘƭŜ ǿƛǘƘ ǘƘŜ CŜŘΦ 9ƛǘƘŜǊ ¢ǊǳƳǇ ŘƻŜǎƴΩǘ ƪƴƻǿ ǘƘƛǎ ƻǊ ƘŜ ŘƻŜǎƴΩǘ 

care. He was want to get what he wants. But to fire a Fed Chair now would be disastrous. What 

¢ǊǳƳǇ ŘƻŜǎƴΩǘ ǎŜŜƳ ǘƻ ƎŜǘ ƛǎ ǘƘŀǘ Ƙƛǎ ǇƻƭƛŎƛŜǎ ŀǊŜ ŀŎǘǳŀƭƭȅ ŦƻǊŎƛƴƎ ǘƘŜ CŜŘΩǎ ƘŀƴŘΦ ¢ƘŜȅ ǿƛƭƭ Ƴƻǎǘ ƭƛƪŜƭȅ 

have to stick to their plan to hike rates in September and December just to show that it is the Fed in 

charge, not Trump.  

The massive tax cuts have helped raise inflation and, yes, stimulated the economy further. It is also 

going to create humungous deficits for the next decade. Already debt has soared over $1 trillion 

under Trump and the forecasts are for $1 trillion deficits. Would Trump fire Powell? It is not likely as 

that would unleash considerable uncertainty on to marketsτthe US$ would fall further and the stock 

markets would probably crash. But it might help bond yields as they would fall but the short end 

would rise. None of this is positive.  
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Recession Watch Spread 

 

Source: www.stockcharts.com 

DƛǾŜƴ ¢ǊǳƳǇΩǎ ƳǳǎƛƴƎǎ ŀōƻǳǘ ǘƘŜ CŜŘ /ƘŀƛǊ ƭƻƴƎŜǊ ŘŀǘŜŘ ǊŀǘŜǎ ŜŘƎŜŘ higher while short rates were 

softer largely because of the uncertainty Trump created. Odds still favour a rate hike in September 

despite Trump, as for Powell not to hike rates in September would send the wrong message that 

Trump may now be in charge, not Powell. The 2ς10 spread jumped to 0.29% this past week, up from 

0.24% the previous week. Canada saw its 2ς10 spread rise as well to 0.25% from 0.20%. Keep in mind, 

though, the trend is still down and odds favour the downtrend to continue. There is some resistance 

at 0.30%, but above that a run to 0.40% could occur. None of it signals any recession right now. 

IƛǎǘƻǊƛŎŀƭƭȅΣ ǊŜŎŜǎǎƛƻƴ ŘƛŘƴΩǘ ƻŎŎǳǊ ǳƴǘƛƭ ǿŜ ŀǘ ƭŜŀǎǘ ǎŀǿ ǊƻǳƎƘƭȅ с ƳƻƴǘƘǎ ƻŦ ŀ ƴŜƎŀǘƛǾŜ нς10 spread. 

But the trend remains the same and our thought remains that the spread should go negative 

sometime in 2019.  

http://www.stockcharts.com/
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Source: www.stockcharts.com 

!ǊŜ ŎǳǊǊŜƴŎȅ ǿŀǊǎ ŀōƻǳǘ ǘƻ ŜǊǳǇǘΚ ¢Ƙŀǘ ƛǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŎƻƴŎƭǳǎƛƻƴ ŦǊƻƳ tǊŜǎƛŘŜƴǘ ¢ǊǳƳǇΩǎ ƭŀǘŜǎǘ 

twitter storm, accusing /Ƙƛƴŀ ŀƴŘ ǘƘŜ 9¦ ƻŦ ŎǳǊǊŜƴŎȅ ƳŀƴƛǇǳƭŀǘƛƻƴΦ hǳǊ ά/ƘŀǊǘ ƻŦ ǘƘŜ ²ŜŜƪέ ƭƻƻƪǎ ŀǘ 

ǘƘŜ /ƘƛƴŜǎŜ ¸ǳŀƴ ǿƘƛŎƘ Ƙŀǎ ōŜŜƴ ŦŀƭƭƛƴƎ ǎƘŀǊǇƭȅ ƭŀǘŜƭȅΦ bƻƴŜǘƘŜƭŜǎǎΣ ¢ǊǳƳǇΩǎ ǘǿƛǘǘŜǊ ǎǘƻǊƳ ŀǘǘŀŎƪŜŘ 

China and the EU as not only currency manipulators but as well for manipulating interest rates lower. 

That unleashed his tirade against Fed Chairman Jerome Powell that we discussed under bonds. All of 

this is so inter-ǊŜƭŀǘŜŘ ƴƻǿ ƛǘ ƛǎ ŘƛŦŦƛŎǳƭǘ ǘƻ ǎŜǇŀǊŀǘŜ ƻƴŜ ŦǊƻƳ ǘƘŜ ƻǘƘŜǊΦ bƻƴŜǘƘŜƭŜǎǎΣ CǊƛŘŀȅΩǎ ŀŎǘƛƻƴ 

saw the US$ Index plunge 0.72 to 94.23 after hitting a high earlier in the week of 95.44. It constitutes 

a reversal week with a new high and a lower close. Overall, the US$ Index only lost 0.3% but was 

down 1.3% from the high. At the other end, the Euro gained almost 0.4%, the Japanese Yen was up 

0.8%, while the Cdn$ was up a smaller 0.1%. Because of Brexit woes, the British Pound fell almost 

0.8%.  

It is a dangerous game of brinkmanship that Trump is playing and it is becoming increasingly 

acrimonious. Trump has raised the ante recently by suggesting tariffs on $500 billion of Chinese 

goods, up from $200 billion. The Chinese will retaliate. The consequences of a currency war go far 

beyond the US$ and the Yuan. It impacts the global economy. Oil, gold, and other commodities all 

jumped higher on the news. The potential collateral damage in all of this is emerging market debt. 

Not sure one would want to own any right now. If global trade collapses even we are not sure what 

will happen. Trump has threatened to pull the U.S. out of the WTO and if that happened the global 

trade order that was created by the U.S. would collapse or at minimum struggle. A currency war 

could mean further losses for the US$. Trump has almost deemed it so as he clearly wants a lower 

http://www.stockcharts.com/
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US$. And, as we discussed under Bonds, this puts the Fed in an extremely uncompromising position. 

²ŜΩŘ ŀƭǎƻ ƘŀǾŜ ōƻǘƘ ŀ ǘǊŀŘŜ ǿŀǊ ŀƴŘ ŀ ŎǳǊǊŜƴŎȅ ǿŀǊΦ  

Technically the US$ Index has reversed this past week and appears poised for more losses. This is 

three thrusts above 95, each one slightly higher than the other. We have noted this pattern in the 

past and following the third thrust look out below. The breakdown probably comes under 94 with 

confirmation under 93. Only new highs above 95.44 could change this increasingly negative looking 

scenario.  

 

Source: www.stockcharts.com 

Thanks to Donald Trump picking a fight with the Fed over interest rates and the US$, the US$ fell on 

Friday and gold prices jumped $7 ($9 for cash gold). Gold prices rose from a sub 30 RSI for the second 

time recently. The drop-in gold prices have been vicious and has caused many to throw in the towel. 

But with huge negative sentiment rivalling what we saw at the bottom of markets in 2015 and 2001, a 

potential substantial rally ŎƻǳƭŘ ǎƻƻƴ ƎŜǘ ǳƴŘŜǊǿŀȅΦ ²Ŝ ŎƻǳƭŘƴΩǘ ƘŜƭǇ ōǳǘ ƴƻǘƛŎŜ ŀ ǊŀǘƘŜǊ ƘǳƎŜ ǎǇƛƪŜ 

in volume in the SPDRS Gold Shares (GLD-NYSE) this week and absolutely huge volume in the Direxion 

Daily Gold Miners Index Bull 3X ETF (NUGT-NYSE). The latter is affectionately known as the 

άbǳƎƎŜǘǎΦέ LŦ ǘƘŜ ǇŀǘǘŜǊƴ ǘƘŀǘ ŦƻǊƳŜŘ ōŀŎƪ ƛƴ CŜōǊǳŀǊȅκ!ǇǊƛƭ нлму ǿŀǎ ŀ ŘƻǳōƭŜ ǘƻǇ ŀǘ ϷмΣоср ŀƴŘ 

$1,369, the target was to at least $1,240/$1,250. Instead, we tested lower to a low of $1,210. That 

tested our major line in the sand at $1,200. A breakdown under that level could have meant a huge 

ǿŀǎƘƻǳǘ ŘŜŎƭƛƴŜ ǘƻ ϷмΣмллΦ ²ƘƛƭŜ ǿŜ ŘƻǳōǘŜŘ ƛǘΣ ǿŜ ŎƻǳƭŘƴΩǘ ŘƛǎƳƛǎǎ ƛǘΦ But gold has some daunting 

tasks ahead as there is clear resistance up to around the old support of $1,310. But above $1,320 we 

http://www.stockcharts.com/
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could start a strong rally. Major resistance would remain at $1,365/$1,370. There is the old saying 

that the time to buy is when there is blood on the streets. And right now, the gold and precious 

metals market is bleeding.  

For the record, gold fell 0.8% this past week, silver fell 1.6%, but platinum was down only 0.1%. It was 

palladium that was hit hard, down 4.7% while copper was down 0.7%. All bounced back from new 

ƭƻǿǎ ǘƻ ǘƘŜ ŘƻǿƴǎƛŘŜ ŀŦǘŜǊ ¢ǊǳƳǇΩǎ ŀǘǘŀŎƪ ƻƴ ǘƘŜ CŜŘΦ ²ƻǳƭŘƴΩǘ ƛǘ ōŜ ƛǊƻƴƛŎ ǘƘŀǘ 5ƻƴŀƭŘ ¢ǊǳƳǇ 

becomes the catalyst for a new gold bull. Everything he is doing is ultimately good for gold even if it 

ŘƻŜǎƴΩǘ ŦŜŜƭ ƭƛƪŜ ƛǘ ǊƛƎƘǘ ƴƻǿΦ  

 

Source: www.cotpricecharts.com  

There is some hope for optimism as the gold commercial COT improved this past week to 42% from 

38% the previous week. The large speculators COT (hedge funds, managed futures, etc.) fell to 58% 

from 62%. The large speculators have a history of being caught at market bottoms and tops. The 

commercial COT saw long open interest jump almost 16,000 contracts while short open interest fell 

roughly 11,000 contracts. The large speculators COT also saw long open interest rise by about 4,000 

contracts but it was the huge 28,000 contracts rise in short open interest that caught the eye. This is 

the best we have seen the commercial COT since December 2017, just before a good rally that saw 

gold rise from $1,238 to $1,369.  

http://www.cotpricecharts.com/
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Source: www.stockcharts.com 

Silver prices have been downright miserable, falling 1.6% this past week and are now down 9.3% on 

the year. Silver fell to a new low at $15.18 this past week before recovering sharply at the end of the 

ǿŜŜƪ ǘƻ ŎƭƻǎŜ ŀǘ ϷмрΦррΦ !ƭƭ ƻŦ ǘƘŀǘ ǿŀǎ ǘƘŀƴƪǎ ǘƻ ¢ǊǳƳǇΩǎ ƳǳǎƛƴƎǎ ŀōƻǳǘ the Fed and the US$. We 

ŀǊŜ ƴƻǘ ǎǳǊŜ ƻŦ ǘƘŜ ǇŀǘǘŜǊƴ ŀƴȅ ƭƻƴƎŜǊΦ aŀȅōŜ ƛǘΩǎ ŀ ŘƻǳōƭŜ ōƻǘǘƻƳ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘŜ ƻǊƛƎƛƴŀƭ ƘŜŀŘ ŀƴŘ 

shoulders bottom we though was forming. We are well up from that $14.34 spike low seen last July 

2017, but we also took out the December 2016 low at $15.68 that would have been the left shoulder 

of a possible head and shoulder bottom. We had, however, been noting before this recent drop of a 

possible descending triangle forming. Oddly, it had targets potentially down to that July 2017 low. 

DƛǾŜƴ CǊƛŘŀȅΩǎ ŀŎǘƛƻƴ ǿŜ Řƻǳōǘ ǿŜ ǿƛƭƭ Ŧŀƭƭ ǘƘŀǘ ƭƻǿ ƴƻǿΣ ōǳǘ ƛǘ ǊŜƳŀƛƴǎ ǇƻǎǎƛōƭŜ ǳƴǘƛƭ ǎƛƭǾŜǊ ǊŜƎŀƛƴǎ ŀǘ 

least above $16. But even above that level there would be considerably more work to do as there is 

clear resistance up to around $16.60. Finally, there would be major resistance up to $17.75. All of 

that is $2 away and right now that might as well be $100. But as we saw last July 2017, once silver 

prices get moving the rise can be quick. Last year, silver rose from that $14.34 bottom to a high of 

$18.29 by September.  Silver remains cheap compared to gold with the gold/silver ratio currently at 

79. That is down from highs at 83/84 but a long way from lows seen in 2016 at 65. The recent low at 

$15.18 should now become support and as long as we make no new lows silver prices could start to 

rise. Sentiment for silver as it is with gold is as bad as we have ever seen it. 

http://www.stockcharts.com/
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Source: www.cotpricecharts.com  

Like the gold commercial COT, the silver commercial COT improved markedly this past week. The 

silver commercial COT jumped from 39% to 43% the best jump in weeks. Long open interest rose 

almost 3,000 contracts while short open interest fell over 10,000 contracts. The commercials were 

covering their shorts. The large speculators COT fell to 53% from 58% as they added substantially to 

their short position by roughly 11,000 contracts while trimming their long position by over 3,000 

contracts. As we have seen many times in the past, the large speculators either getting short or 

bailing at the bottom is not unusual. 


