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Spectre of Fed cou unlikely butdampens equitiescurrencyand fuels commoditieslong 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
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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
GGKS CSR Aa RRAWSY RGCKE IXKZZY ERIARIKIKLILISYas (KS
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 éhUSDollarfell, while gold, oil and commodities rose as did bond
BASERA® ¢KS adG201 YIN)yJSOGa FFLftOGSNBR o0dzi RARY QU ¢
still running around trying to assure everyone that Jerome Powell is still in charge. fesideRr to

be seen influencing monetary poligyould 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 Bident and the Fed most notably under Lyndon

Johnson and Richard Nixon. Whether this all dies down in the coming weeks remains to be seen.

¢ NHzYLJQa ONRGAOAAYEA 2F (GKS CSR fIFINBSté& 20SNEKI R
send stocks back @ along with the U®ollarwhile gold and commaodities recovered from a sharp

seltoff. By Friday the U.S. was shifting its focus to currency manipulation as Trump also accused China
FYR GKS 9! 2F OdzZNNByOeé YIYyALWz I iA@KS Z(Babel £ KAY S
24). With long bonds backing up it has temporarily halted the free fall of the 2q/&@ryear spread.
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Dividend Strategy is designed to rotate into cash in the event of a sustained market downturn.
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many disagreed with him. Specifically it is his thoughts on debt and speculative bubbles. A reminder
that global debt has swred at least $100 trillion since the financial crisis of 2008 and debt collapse is
behind all economic collapses.

Have a great week!

DC

Enriched Investing Incorporated
P.O. Box 1016, TD CentToronto, ON M5K 1A0
ph: 416.203.3028 fx: 416.203.8825 www.enrichedinvesting.com
e-mail: dchapman@enrichedinvesting.com 10f 26



ENRICHED

INVESTING INCORPORATETD

6902y2YA0a A& SEGNBYSte& dzasST¥dA Ia | F2NY
T John Kenneth Galbraith

The modern conséd |

a & Sy3aF3ISR Ay 2yS 2F YlyQa 2ftRS
iKS

A
F NOK F2NJ I adzLISNRA2NJ Y2NI f 2dzadA T
T John Kenneth Galbraith

AODS
as

G¢KS 2yfe FdzyOlAazy 2F SO2y2YAO F2NBOlFadGAy3
T Jom Kenneth Galbraith

LY SO2y2YA0a (GKS YlI22NROGe Aa Ffgl e
T John Kenneth Galbraith

John Kenneth Galbraith is giant amongst economists. Well, at least amongst liberal economists. He
was born in lona Station, Ontario on October 15, 1908 and passediawambridge, Massachusetts
on April 29, 2006. Amongst his influential books waneerican Capitalisi{l952) The New Industrial
State(1967) and The Affluent Societ{1 958) His main criticizers were wekhown economists Milton
Friedman, Paul Krugmaand Robert Solow. Economists could sometimes be placed in two camps
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 adoninistrat
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 econcsniHe 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 abotihe Great Crash, 1929955)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 20009, and the massive taxpayer
bailout that took phce after the collapse. We also wonder what he might think today with the
unrestrained massive growth of global debhow estimated at $247 trillion the massive rufup in
stock markets, and the threat of global trade wars and the breakdown of the globabeto order
created by the U.S. following WW?2. 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 walihave 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
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threatens to be the biggest collapse ever.

Here is Galbraith on debt:
G!'tft ONRaAAA KI @S Ay @2t addher, hashecomeld&neiiobsly bufof &£afeS T I
Ay NBfFGA2Yy (2 GKS dzyRSNIeéAy3a YSIya
T from A Short History of Financial Euphoria

It was interesting to read poll by Angus Rejdeported 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
AdZFFSNAY3I aSNRAR2dza FAYIFIYOAlLT KINRAKALITmodektse Ol y ¢
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 .&tt#illion 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 risen personal debt has been relatively constrained. It took consumers a
number of years to recover from the 20€P009 financial crash and recession.

But it gets worse. Officially upwards of 39 million people in the U.S. live in poverty. The actual

number B 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 mmélioees 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. avega 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
0KS 62NI RQa f ileddedsirdss tésts.\Deuisch& Badik hdslbeen placed on the Federal
5SL12aAld Lyadz2NIyOS /2NLR2NF A2y oC5L/ 0 fAadqG 27F LJ
U.S. operations. Deutsche Bank, Germany is still deemed safe, at least according te$5aBs$$
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estimatede H H N 0 A f-peifdnying Bans. Yhatys over 25% of all loans. Other EU countries with

high nonperforming loans as a total of all loans include Greece, Romania, Portugal, Ireland, Czech
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Republic, Bulgaria, Romania, and Cyprus. Greece is stilliegagjvely 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) amhAountries (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 wherawithal 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 seegytare on the road to ruin. But the U.S. economy is
AGNRY3I NBEIFIOGAGS (2 Ylye 20KSNAT Fftaz2zz GKS !'{p
advantage many others do not have. Sitill, it is disconcerting to know that U.S. Federal Debwras gro

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 currentinsis at 105% and is expected to rise over the next year

or two to 108%.

| SNBEQa Iy AYyiSNBadAy3a OKINI® ¢KAA AYDBSNISR OKI |
9EGSNNE D2t RSY t&@NI YARO® LG 61 & yI YoSiRtahdTF G SNI A
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 aglrillion 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
GKS KSfLI 2F RSNAQGIGAGSaEDd LT AG KIFRYyQiswoullddgy F2 NJ
considerably lower. Assets are merely promises to pay or perform something in the future.
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Sourcewww.milesfranklin.com
Note what is on the bottom of the pyramidyes, gold (and silver). They aethe bottom of the base
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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 financabselin one spot soon

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

financial system.

h@SNJ 6KS LI ad GoeSyide eSIFENAR 6SQ@OS KIR (g2 a0l NB:
ability of the central Bnks 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 countrieggésstin 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 angdrssvpaper

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
IANRPdzy R | S Ay O 2ieedace diggR@dniNBatishodlReredte shdriSges 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 isinterestingto 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 saimeframe. 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.

DI f 6 Ndcdnamfic@h&ories did not carry the day. Yet he had numerous excellent idetshight

KIS aG§SYYSR (2RlIeQa LRAOSYGAFf F2NJ I y20KSNI 3t 2¢
guestion of will it happen it is a question of when. Owning a little gold and silver should help protect

you because at least it is real and tangibl
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Bitcoin Watch!
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Sourcewww.coindesk.com

Institutional investors. That appears to be the prime reason Bitcoin and other cryptocurrencies have
suddenly jumped. Goldman Sachs and BlackRock are amondstriteshowing 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 followel by a crash that wiped billions off the market. Many kigbh 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 substantiaj 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 tiede. One could argue the pattern

gla I RSAOSYRAY3a 6SRISS It GK2dAK ¢S dzadz £ f& LINI
the triangle could suggest that Bitcoin may rise to $10,500. There is resistance around $7,500. The

high, so far, has beeseen 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 taCoin Market Capthe market cap of all cryptos has jumped to $28llion, up $32 billion
on the week from $249 billion. The number of cryptos has also taken a big jump with 1,656 listed, up
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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). Tdrerd8 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%eftué n
deceased, hacked, or parody coins liste@atd Coinsose to 876 from 862 the previous week.

@ StockCharts.com
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% GaingLosses) Trends
Close Close Week YTD Daily (Short Weekly Monthly (Long
Dec 31/17 Jul 20/18 Term) (Intermediate) Term)
Stock Market Indices
S&P 500 2,673.63 2801.83 flat 4.8% up up up (topping)
Dow Jones Induséls 24,719.22 25,058.12 0.2% 1.4% up up up (topping)
Dow Jones Transport: 10,612.29 10,741.50 1.9% 1.2% neutral up (weak) up (topping)
NASDAQ 6,903.39 7,820.20 (0.1)% 13.3% up up up (topping)
(new highs)
S&P/TSX Composit 16,209.13 16,435.46 (0.8)% 1.4% up up up (topping)
S&P/TSX Venture (CDN 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 Inde 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 (TGI 195.71 188.84 flat (3.5)% down (weak) neutral neutral
Fixedincome Yields/Spreads
U.S. 160vear Treasury yielc 2.40 2.89 2.1% 20.4%
Cdn. 1@Year Bond yield 2.04 2.18 1.9% 6.9%
Recession Watch Spread
U.S. 2year 10year Treasury spreac 0.51 0.29 20.8% (43.1)%
Cdn 2year 10year CGB spreac 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 135.4 131.32 (0.8)% (2.8)% down down down (weak)
Japanese Yer 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

Sourcewww.stockcharts.comDavid Chapman

Note: For an explanation of the trends, see the glossary at the end of this article.
New highs/lows refer to new 5®eek hghs/lows.
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The S&P 500 moved to new highs for the current up move this past week. It faltered on Friday
F2tf26Ay 3 ¢NHZYLIQa ONRGAOAAY 27F CDsutthekIBHaNd | y WS
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 priceghile 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 Pari€AC 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 goYThiQa Of  AK A GK CSF
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 abovediMarch high at 2,801 suggests there is some potential that the S&P 500
could make new atime 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 fightss A 1 K G KS CSR IyR OdzNNByOeé ¢ NARXZ O2dzL) SR
of this market.
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$INDU Dovw Jones Industrisl Sverage INDX. @StockChartscom
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Here is the Dow Jones Industrials (DJI). Looks similar to the S&P 500 ertiepthe S&P 500, the

5WL KIFa FFEAEtSRXY a2 FFENE G2 YIS lye yS¢ KAIKa
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 divgence. It is noted that the NASDAQ made nesirakk 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 howthe 200
day MA has held the market for the past few months. &ubf 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 nderway. 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, 2edshing $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 theyt ghopped, as was seen in 2000 and 2012. From what we
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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.

$TSX TS Composite Index TSE
20-Jul-2018
MRESI(14) 52,66

@ StockCharts.com
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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 whereethstarted. 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.
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$CDNX SaPTSH Yerture (CDMY) Composite Index TS0 @ StockCharts.com
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If the TSX Congsite 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 cotieart 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 patter 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.
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$USTI0Y 10-vear US Treasury Yield (ECD) INDX @StockCharts.com
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C2NJ 0KS Y2ald LINI f2y3 AyGidSNBad NlyedadkS ™Whdufyt & R
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 upsiddoelieve we have seen our high at 3.11%. What

Ad dzy O2yFANXYSR Aa (GUKS oNBIFI{R2¢6y YR (GKIG 62y Qi
2T 6KFG ¢S YAIKG OGKAY] Fo2dzi ¢NMzYLIQa f22YAy3a g4l
into U.S. Teasuries for safety reasons.

,Sa3x ¢NMzYLIQa ¢ NJ gAGK GKS CSRo Ly gKFG O2dzZ R LJ
FAIKG 6A0K GKS CSRSNYt wSaSNWSs: atreéeAay3a KS gl a |
hikes in interest rates.he US$ fell and commodities rose. In an editoridlhe Globe and Mail
O2ftdzyyAad LIy aODdzA3ary RSAONAROSR ¢ NHzYLIQ&a Fdal Of
G2 + o0f22Re& K2NESQ&a KSIFR 0d¢NHzYLIQa Y STRedlobe/3 A Y
and MailROB Wdzf @ HMZ HAmMyoOod . 20G2Y fAYySY tNBaARSyla
criticize central bank policy, at least not publicly. Central banks are independent of the government

and any thought that the government could nsearound in monetary policy could cause markets to
GFNBI | d¢

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
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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? Gfve ¢ NHzY LJIQa LINR LISy aArde G2 akl
K2 R2Yy QG R2 KAa OARRAY3 (GKAA YAIKG FOhGdza tfte KI
{GSOS . Iyy2yT AlGQa | yAAKRSNIENNBRRRESaY Q& (KSo
care. He was want to get what he wants. But to fire a Fed Chair now would be disagtitats.

¢ NHzY L) R2Say Qi aSSy (2 3IS4G Aa GKIG KAA LRtAOASaE
have to stick to their plan to hike rates in Septembed @ecember 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 avidlidhil

under Trump and the forecasts are for $1 trillion deficits. Would Trump fire Powell? It is not likely as
that would unleash considerable uncertainty on to marketee US$ would fall further and the stock
markets would probably crash. But it mighelp bond yields as they would fall but the short end

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

SUSTI0Y-$USTZY 10-Year US Treasury Yield (EOD)-2-Year US Treasury Yield (EOD INDX @ StockCharts.com
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DAGSY ¢NHzYLIQa YdzaAy3a | 062dzi ihigHer waile Bhorf rtds wedd 2 y 3 ¢
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, nebwell. The 210 spread jumped to 0.29% this past week, up from

0.24% the previous week. Canada saw @s@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 s@istaiece

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

| AA02NRAOFEEeY NBOSaaAzy RARYQU 200dzNtiozspieddi ¢S |
But the trend remains the same and our thouglimains that the spread should go negative

sometime in 2019.
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$USD US Dolar Index - Cash Settie (E0D) ICE +
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Il NE OdzNNBy Oeé g NAR |o62dzi (G2 SNHzZJWK ¢KIFId Aa GKS |
twitter storm, accusing KAyl FyR (GKS 9! 2F OdzZNNByO& Y| yA Lz |
GKS / KAySaS ,dzay gKAOK KlFla oSSy FlLftAy3d aKl NLX :
China and the EU as not only currency manipulators but as well for maniputaengst rates lower.

That unleashed his tirade against Fed Chairman Jerome Powell that we discussed under bonds. All of
thisissointeNBt I SR y2¢6 A0 Aad RAFTFAOdA G (G2 &aSLI NI OGS
saw the US$ Index plunge 0.6294.23 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 Japéaesvas 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 redgfity 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 hgher 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 WiidDifathat 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$. Trump has almost deemed it so as he clearly wants a lower
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US$. And, as we discussed undendss, this puts the Fed in an extremely uncompromising position.
2 SQR fa2 KI@S 020K I+ GNIRS 4N IFYyR I OdzZNNByoOe

Technically the US$ Index has reversed this past week and appears poised for more losses. This is
three thrusts above 95, each one slightligher 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
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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 rosa om30 RSI for the second

time recently. The drogin 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 rallpp 2 dz2f R d22y 3ISG dzy RSNB I &d 2SS O2dz Ry Qi
in volume in the SPDRS Gold Shares {GLEE) this week and absolutely huge volume in the Direxion
Daily Gold Miners Index Bull 3X ETF (NN®SE). The latter is affectiasaly known & the
Gbdza3aSdadéd LF GKS LI GGSNYy GKIFIG F2NX¥YSR o6F 01 Ay
$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 breakd under that level could have meant a huge

gl aKz2dzi RSOfAYS (G2 PmImnand 2 KMBit§oldhds sore dmonting R A G :
tasks ahead as there is clear resistance up to around the old support of $B&l&bove $1,320 we
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could starta 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 pastek, 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
f2pa (G2 GKS R24gyaARS | FGUSNI ¢NHzyLlQa Fadlk Ol 2y
becomes the catalyst for a new gold bull. Everything he is doing is ultimately good for gold even if it
R2SayQid F¥SSt tA1S A0 NRARIKI y200
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There is some hope for optimism as the gaddhenercial 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 CD 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 openéstdhat 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.

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
180f 26


http://www.cotpricecharts.com/

ENRICHED

I'NVESTING

$SILVER Silver - Continuous Contract (EQD) CME
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the year. Silver fell to a new low at $15.18 this past week before recovering sharply at the end of the
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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 Bember 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
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possible descending triangle forming. Oddly, it had targets potentially down to that July@01

DAGSY CNARI &Q3

I OGA2Y
least above $16. But even above that level there would be considerably more work to do as there is

S R2dz

6S oAt f

Tl

clear resistance up to around $16.60. Finailhere 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

i KI

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 makew lows silver prices could start to
rise. Sentiment for silver as it is with gold is as bad as we have ever seen it.
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Sourcewww.cotpricecharts.com

Like the gold commercial COT, the silver commee@aT 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 shortsThe 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 speculatorsggtitieg short or

bailing at the bottom is not unusual.
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