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Gold high, silver outperform, Friday reversal, stocks rise, rates low, financial stimulus, economic plague

As long predicted by many, gold soared to new all-time highs over $2,000 in the past week. The Canadian
Conservative Growth Strategy* holds Barrick Gold Corp, engaged in production, selling, exploration and mine
development in the Americas, Africa, Asia and the Pacific Rim. Silver also made a big move busting out of a
five year sideways pattern quickly achieving targets. But very high bullish sentiment, and, an outside day
reversal on Friday may have signaled a temporary top. Our “chart of the week” (page 7) centers on silver and
the potential to reach even higher levels. By many measurements both gold and silver remain cheap and going
forward silver should continue to outperform gold.

The stock market too keeps rising with the S&P 500 within range of new highs and the NASDAQ clearing
11,000. There too bullish sentiment is extreme and there are other negative signs but with interest rates
remaining at historical lows and unlikely to rise plus governments continuing to pump monetary and fiscal
stimulus into the financial system the funds are not reaching the broader economy instead it is going into “risk
on” in the stock market. The broader economy is plagued by the pandemic, unemployment and political
division.

We also look at the U.S. and Canadian job numbers that continue to improve but remain sharply behind the
job losses seen in March and April. We also look at the record plunge in Q2 GDP.

What stands out? Soaring gold and silver prices; a soaring stock market (Wall Street); and, a pandemic,
unemployment and political divisions (Main Street). Oh yes and we are now only 85 days from what may be
the most divisive election in U.S. history.

Summer is still here. Have a great week!

DC

* Reference to the Canadian Conservative Growth Strategy and its investments is added by Margaret Samuel,
President, CEO and Portfolio Manager of Enriched Investing Incorporated who can be reached at 416-203-3028
or msamuel@enrichedinvesting.com
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“Giving money and power to government is like giving whisky and car keys to a teenager.”
—P.J. O’'Rourke, American political satirist and journalist; b. 1947

“Actions have consequences. Which is when and why power comes into play to ameliorate, smoothen,
leaven things.”
—S. L. Bhyrappa, Popular novelist in India, in the Kannada language; b. 1934

“There are two times in a man’s life when he shouldn’t speculate: when he can afford to and when he
can’t.”
—Samuel Langhorne Clemens, known by his pen name Mark Twain, American writer, humourist,
entrepreneur, publisher, and lecturer; 1835-1910

Whenever | go away something always seems to happen. So, what happened? Well, gold soared through
$1,900, making new all-time highs. And, as soon as | got back, gold did it again, soaring through $2,000. Silver
had already started its move as | was packing up having taken out finally the 2016 high of $21.23. Silver has
now achieved our target of $29 noted in this column a few weeks ago.

What’s going on? Have gold and silver entered the mania phase? It is possible. | was around for the mania
phase of gold and silver in 1979 when gold soared from $200 in November 1978 to peak at $875 in January
1980. Being somewhat younger and of limited means, | only witnessed it. But | do remember the lines around
the block to buy gold. Silver did the same, soaring from $6 to $50. A similar move today from a low in
November 2019 of $1,446 for gold could see gold go to over $6,300 and silver go from a low of $16.70 to $139.
Impossible?

Well it is not difficult to find those who believe both gold and silver could do just that. And the markets for
gold and silver are actually quite small. The total gold market is estimated to be about 197,576 metric tonnes
(World Gold Council) giving all the gold in the world a value of roughly $12.7 trillion. Of that, an estimated 47%
is jewellery. The Fed’s balance sheet is over $7 trillion. All the stock market exchanges in the world are
estimated to be about $90 trillion and global debt is estimated at $255 trillion.

Our table below summarizes the size of the gold and silver market compared to other markets. This is based on
an excellent series of charts from Visual Capitalist, published in May 2020. The chart was far too big so we
condensed it in a table with some revisions to the numbers and the context.
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All the Money in the World (U.S. Dollars, Billions)

Market Context Size (USS billions) \
Silver Above Ground Silver Stocks @ $28, Financial Market only; i.e., private 71.5
investment mostly. Value of all above ground silver stocks including
jewellery & technology is about $711 billion
Crypto Currencies All Cryptos. Bitcoin is roughly 2/3rds of the market. There are 6,129 358.9
cryptos.
Global Annual Military Spending U.S. is 36% of total 1,750
U.S. Budget Deficit Est. 2020 3,800
Gold Above Ground Gold Stocks @ $2,000. Financial Market i.e. investment & 5,970
reserves only. Value of above ground gold stocks including jewellery is
about $12,700B.
Coins & Bank Notes U.S. dollars is the largest 6,600
Fed’s Balance Sheet As at July 29, 2020 6,949
Billionaires Jeff Bezos is est. at $113B 8,000
Fortune 500 As at May 2020. The big 5 (MSFT, AAPL, AMZN, GOOG, FB) make up 24%. 17,100
U.S. Total Debt www.usdebtclock.org 80,740
- Households 20,553
- Governments 29,900
- Corporate (Financials and 30,287
Non-Financials)
Global GDP Est. drop of about 5% from 2019 for 2020 80,000
Global Stock Markets As at April 2020. NYSE is the largest. NYSE and NASDAQ make up 46%. 89,500
Money Supply Physical is 7% of the total
- M1 Narrow Money 35,200
- M2 Broad Money 95,700
Global Debt = U.S. is 31% of the total with less than 5% of the population. Total is 322% 255,000
of GDP
- Households 61,965
- Governments 69,870
- Financials 47,940
- Non-Financial Corporates 75,225
Global Real Estate 280,600
- Residential North America has 22% of residential assets with 6% of the population. 220,000
- Commercial 33,000
- Agricultural 27,000
Global Wealth Source: Credit Suisse 360,600
- North America U.S.A. - $106,016 114,670
- Europe Germany - $14,785 90,871
- Asia China - $61,662 141,355
- Latin America 9,736
- Africa 3,967
Derivatives i.e., futures, forwards, options, warrants, swaps
- Gross Market Value 11,600
- Notional Value (Low) 558,500
- Notional Value (High) 1,000,000

Source: www.visualcapitalist.com
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The investment value of gold and silver makes up only about 1.7% of global wealth. It is a pretty small market.
All the gold and silver mining companies in the world are only worth about $500 billion. Amazon alone is worth
about $1.6 trillion. If a mere %% of the world’s wealth is shifted into gold and silver, there isn’t enough in the
world to satisfy the demand.

So, what’s going on? According to Mark O’Byrne of GoldCore (www.goldcore.com), there are a number of
reasons:

e Concerns over the outlook for assets and currencies (all fiat currencies)

e Concerns over the growing number of global cases for COVID-19. It is currently estimated that
approximately one million new cases are added every four days. There are currently over 5,000 deaths
every day

e Concerns over the record deficit spending by governments and central banks’ purchases of bonds and
other assets

e Concerns over the potential for global war, given the rising tensions (including military) between the
U.S. and China. The explosion and destruction in Beirut highlighted the risk of war in the unstable
Middle East—regardless of whether the explosion was deliberate or accidental

e Concerns over the growing domestic divide in a number of countries, giving rise to clashes on the
streets—not only in North America but also in Europe, Asia (Hong Kong), and Latin America

e Concerns over the risks to the global financial, economic, monetary, and geopolitical systems

e Concerns over the value of the U.S. dollar and other currencies, due to currency creation on a scale not
seen since the collapse of the Weimer Republic (Germany) after WW1. Savers are not getting any yield
on bank deposits and are facing negative rates on depreciating currencies

Gold has a long history of being connected to money. However, we freely admit that gold is not necessarily
money as mediums of exchange have varied over the centuries. Since 1971, with the collapse of Bretton
Woods and the regime of fixed exchange rates linked to the U.S. dollar and gold, the world has seen an
explosion in debt and ongoing financial and currency crisis and economic instability. Today, all currencies are
fiat currencies—meaning, money is set by government fiat and has no intrinsic value. It is essentially an .O.U.
backed by nothing but the good faith of the government. If faith is lost in governments, investors will flee to
gold, private assets i.e. stocks and land (property).

It is not as if the gold standard was the answer to preventing financial instability. History is rife with economic
depressions and financial collapses. Gold has a history of being money for upwards of 2,000 years. The first
known gold coins were issued in the 6" century B.C. in Lydia, an iron-age kingdom in Western Asia Minor that
is now a part of Western Turkey. The earliest coins were made of electrum, a naturally occurring alloy between
gold and silver.

Gold has been free floating only since the end of Bretton Woods in August 1971. Before that, Bretton Woods
had set the value of gold at US$35/ounce. Gold was revalued up in 1934 with the Gold Reserve Act raising the
price from $20.67 to $35 a 70% increase. If the gold price was set to the value of U.S. money supply (M1) it
would currently require a gold price of over U5$20,000/ounce (based on U.S. gold reserves of 8,133.5 metric
tonnes). Or if it was just set to back the total of notes and coins in circulation in the U.S., the price of gold
would need to be set at about $6,500.

$6,500? Only about $4,000 to go!
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300 Years of Gold Prices (log scale)
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Stock Market Indices
S&P 500
Dow Jones Industrials

Dow Jones Transports
NASDAQ

S&P/TSX Composite
S&P/TSX Venture (CDNX)

S&P 600

MSCI World Index
NYSE Bitcoin Index

Gold Mining Stock Indices

Gold Bugs Index (HUI)
TSX Gold Index (TGD)

Fixed Income Yields/Spreads
U.S. 10-Year Treasury yield
Cdn. 10-Year Bond yield

Recession Watch Spreads

U.S. 2-year 10-year Treasury
spread
Cdn 2-year 10-year CGB spread

Currencies

USS Index
Canadian $

Euro
Swiss Franc
British Pound

Japanese Yen
Precious Metals
Gold

Silver

Platinum

Base Metals
Palladium
Copper

Energy
WTI Oil

Natural Gas

N CORPORATED

MARKETS AND TRENDS

Close Close
Dec 31/19 Aug 7/20
3,230.78 3,351.28
28,645.26 27,433.48
10,936.70 10,576.38
9,006.62 11,010.98 (new highs)
17,063.53 16,544.48
577.54 739.98 (new highs)
1,021.18 911.67
2,033.60 1,857.55
7,255.46 11,630.52 (new highs)
241.94 350.78 (new highs)
261.30 394.15 (new highs)
1.92 0.55
1.70 0.49
0.34 0.42
0 0.21
96.06 93.43
0.7710 0.7470
112.12 117.85
103.44 109.53
132.59 130.56
92.02 94.38
1,523.10 2028.00 (new highs)
17.92 27.54 (new highs)
977.80 970.40
1,909.30 2,176.60
2.797 2.79
61.06 41.22
2.19 2.24

% Gains (Losses)

Week

2.5%
3.8%

5.8%
2.5%
2.3%
2.6%

5.4%

2.0%
3.6%

flat
(0.9)%

flat
4.3%

(4.6)%

flat

0.1%
flat

0.1%
0.1%
(0.2)%

(0.1)%

2.1%

13.7%
5.6%

1.5%
(2.8)%

2.4%

24.4%

YTD

3.7%
(3.9)%

(3.00%
22.7%
(3.00%
28.1%

(10.7)%

(8.7)%
60.3%

45.0%
50.8%

(71.4)%
(71.2)%

23.5%

2,100.0%

2.7)%
(0.3)%

5.1%
5.9%
(1.4)%

2.5%

33.2%

53.7%
(1.4)%

14.0%
(0.3)%

(32.5)%

2.3%

Daily (Short

Term)

up
up
up
up
up
up

up

up
up

up
up

down
up

up
up
up

up

up

up
up

up
neutral

up

up

Trends

Weekly

(Intermediate)

up
up
up
up
up
up

neutral

neutral
up

up
up

down
up (weak)

up
up
up

up

up

up
up

up
up

neutral

up (weak)

Monthly (Long
Term)

up
up
up (weak)
up
up
up

down (weak)

down (weak)
up

up
up

down
down

up
up
neutral

up

up

up
up

up
neutral

down

down

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.
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Chart of the Week
$SILVER Silver - Continuous Contract (EOD) CME ® StockCharts.com
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Silver has broken out of a multi-year down channel. Our monthly chart of silver shows what appears to be a
huge multi-year cup and handle pattern. It is multi-year as the cup started with the high of January 1980 and
ended with the high of April 2011. Silver started and ended at/near $50. What we have been experiencing for
the past nine years is the handle for the cup. If the pattern is correct, then our minimum target could be up to
around $65, based on the 2011 high of $49.82 and the 1991 low of $3.51. If silver were to successfully break

above $65 then the next target could be up to $95.
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But we don’t want to get ahead of ourselves. The final part of the handle played itself out after the multi-year
18.5-year cycle low seen in December 2015. The channel that formed from 2015 to the present should now
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hold any pullbacks. It is unlikely we’ll fall back into that channel any time soon. As we have noted previously,
the target for the breakout of the channel was up to around $29. With a high so far of $29.92 we achieved the
target. The next target above that could be up to $35 once $29 is firmly taken out.

The multi-year cup and handle pattern is intriguing. However, be aware it won’t be a straight up move. Silver
has a record that suggests a long-term 18.5-year cycle with the first one shown in 1991 and 1993 and the
second shown to have occurred in 2014 and 2015. That means the next one shouldn’t occur until 2032—-2034.
Silver’s interim cycles are roughly every 7 years and from the 1991-1993 lows we saw lows in 2001 and 2008,
followed by the major low in 2015. The next one is due possibly into 2022 or late 2021. Currently, the cycle is
bullish given that we successfully took out the 2016 high. The 7-year cycle subdivides into roughly two 40-
month cycles and the first one, we suspect, occurred with the low in November 2018. The sudden jerk down
low of March 2020 was probably the half-cycle of the 40-month cycle, given it was roughly 16 months from
November 2018, so it fell within the orb of the 20-month cycle which was due July 2020 +/- 4 months.

None of this is to suggest that silver will hit that potential target of $S65 on this move, but it is certainly
possible. A crest could certainly come in either late 2020 or early 2021 and then fall into the 40-month cycle
low. The next 20-month cycle low would now be due October 2021 +/- 4 months. And that could also be a 40-
month cycle low. But given the breakout from the cup and handle pattern and the breakout from the channel
that formed 2015-2020, silver is embarking on an exciting move that could see much higher prices in the
months ahead.

We also note that the gold/silver ratio peaked recently in March 2020 and that too was a bullish signal for
silver as well as for gold. The gold/silver ratio could be headed for 70 down from a peak of almost 130 in
March. Exciting times for silver going forward. But it won’t be straight up.
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$SPX S&P 500 Large Cap Index INDX & @ StockCharts.com
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With the S&P 500 breaking to the upside once again, the implication is that new all-time highs are mere day(s)
away. Trying to explain why this happening—against the backdrop of a pandemic with the U.S. recording the
worst numbers of any country, official unemployment over 10%, and real unemployment 30%, rising
bankruptcies, bank provisions for loan losses higher than that seen during the 2008 financial crisis, plus
divisiveness in politics and riots on the streets—is really just a lesson in futility. Instead, we point to the
massive amount of Fed injections, government stimulus programs, record debt, and record government
spending. Of that money, 90% is probably not reaching Main Street but is lining the pockets of the institutions
who, instead of lending it out are buying stocks. Even Warren Buffett is buying back his own stock—apparently
a record $5.1 billion in May and June. Maybe he knows a good investment when he sees it.

With the stock market soaring, Wall Street and the 1% are enjoying the gains while Main Street wallows in
riots, divisiveness, and a pandemic. As one pundit quipped, “it is socialism for the rich and capitalism for the
poor” (apparently attested to Howard K. Smith during the ABC evening news in 1968, and thanks Jack). The
implication is that the government takes care of the rich and everyone else fends for themselves. And with
nowhere to put their money (how many yachts can one own?), they invest in the stock market.

This past week the S&P 500 gained 2.5% and is now positive on the year, up 3.7%. The Dow Jones Industrials
(DJI) was up 3.8% but is still down 3.9% in 2020, the Dow Jones Transportations (DJT) gained 5.8% but remains
down 3.0%, while the NASDAQ crossed 11,000, gaining 2.5%, and is up 22.7%. Okay, the NASDAQ still has a
way to go to catch the Gold Bugs Index (HUI) that is up 45% in 2020. The small cap S&P 600 also gained up
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5.4% but is still down 10.7% in 2020. In Canada, the TSX Composite gained 2.3% but is still down 3.0% while the
TSX Venture Exchange (CDNX) continued its winning ways, up 2.6%—making new 52-week highs and up 28.1%
on the year.

In Europe, the London FTSE gained 2.3%, the Paris CAC 40 rose 2.2% and the German DAX was up 2.9%. In Asia,
China’s Shanghai Index (SSEC) eked out a gain of 1.3% while the Tokyo Nikkei Dow (TKN) was up 3.3%. All in all,
a good week for everyone.

Where this stops is anyone’s guess now as new all-time highs seem to be in the cards for the S&P 500 and
quite possibly the DJI too. The mindset seems to be, forget that the market is rising on the backs of roughly 6—
10 stocks, just enjoy the party and who cares about the riots, pandemic, and divisions. Oh, and also the rising
tensions between the U.S. and China with the latest salvo over Tik-Tok, a social media phenomenon used
primarily by teenagers. And, lest we forget, the massive number of U.S. military bases encircling China,
estimated at some 400 with warships and nukes. China has supposedly 30, tops.

The collapse in March 2020, primarily due to the pandemic, came as a shock. It was the swiftest 30%+ decline
ever recorded, occurring in a mere 32 days as the S&P 500 fell 35.4%. But now the S&P 500 is up about 53%
from that low. Quite a ride. Volatility shot through the roof, rivalling the type of volatility seen in 1929, Black
Monday October 1987, and the financial crash of 2008. But authorities moved quickly as they deployed very
aggressive monetary stimulii, pumped the banks full of money, and brought out stimulus programs for both
people and industries.

Too bad they can’t get the handling of the pandemic right as the U.S. regularly sees 50,000—70,000 new cases
every day and over a thousand deaths every day. Yet culture wars dominate the pandemic as well with division
on such things as using masks and doing social distancing, or staying in lockdown (vs. opening up), accepted
primarily by Democrats and rejected mostly by Republicans. Even Canada can’t seem to escape that either
with similar divisions (Liberal vs. Conservative). But anticipation of a vaccine sooner rather than later helps
spur the markets. And, while earnings are taking a hit, the market seems to be looking past that. Besides, with
interest rates suppressed and not going anywhere, the stock market is where the action and the returns are.
The ultra-low interest rates are spurring on record borrowings, not just by governments but also by
corporations. Even the housing markets are rebounding, thanks to ultra-low interest rates and an expectation
that they won'’t rise any time soon.

So where do we go from here? Indicators are through the roof. Complacency is rampant. Bullish sentiment is
extreme. Yet where does one put their money? Can’t seem to spend it (except for the poor—well, they can as
they have to). The risk/reward ratio seems clear: it’s risk over reward. Trouble doesn’t appear until we drop
under 3,200 and real trouble only develops under 2,950. Other than that, new all-time highs seem imminent.
But beware—things could change quickly.
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The NASDAQ has been soaring, reaching over 11,000 for the first time ever. Yes, it is going up on the backs of
the big five or is it six: FB, AAPL, AMZN, NFLX, GOOG and MSFT. This past week the NASDAQ gained 2.5% to new
all-time highs. But FB also made new all-time highs up 5.8%, so did AAPL up 4.6%, and so did MSFT up 3.6%.
AMZN gained a mere 0.1%, NFLX was up 1.2%, and GOOG jumped 0.8%. Warren Buffett’s Berkshire (BRK.A) was
up 7.1% while Tesla (TSLA) gained 1.5%. If there is a cautionary note on the NASDAQ, it is that it appears to be
hitting the top of an old channel but if busts through 11,250 then the next channel top is way up near 13,000.
We could argue that the next target appears to be around 11,400 but then as the NASDAQ goes higher, they are
just numbers. Best to focus on the breakdown points and right now the first sign of trouble is under 10,200. A
break there could see a swift drop towards 9,000. Right now, that is long-term support. But at 11,000+ we are
nowhere near there yet.
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U.S. GDP 1948-Present (% Change from Year Ago)

FRED ,ﬁ/’ — Gross Domestic Product

/\4/\‘

Early 1980's

=

Percent Change from Year Ago
o

0 - e Sl
V Oil Embargo Bust 1990's
Post War 1950's i i R i
) R ! R ! - ¥ Dot.Com Bust
5 Recessions 1974-75 Savings & ; 2008
Early 2000's . .
Loan Bust Financial Pandemi|c
Iraq Crisis
-10 Invasien
1950 1955 1960 1985 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
Shading indicates U.S. recessions; the most
recent one is ongoing Source: U.S. Bureau of Economic Analysis fred.stlouisfed org

Source: www.stlouisfed.org

The second quarter saw U.S. GDP shrink by 32.9%. That was actually better than forecasts of a 34.1% collapse.
It was the worst on record since the Great Depression. The Q2 GDP numbers effectively shed five years of
headline economic growth. Year-over-year the U.S. economy shrunk by 9.5%, again one of the worst ever
recorded since the Great Depression. Similar numbers were seen in the EU, Canada, and elsewhere. Many
businesses including restaurants, cafes, bars, retail stores, and even factories were forced to close. Airlines
took a big hit as flights were grounded. Transit systems saw a huge collapse in ridership, putting many of them
in financial peril. Many businesses closed as they were deemed non-essential. The big question is, if they were
non-essential, will they ever recover or will they ever be essential again? Will people return to them even
when they re-open? In the U.S. many did and the result was another surge in COVID-19 cases, often
overwhelming the health care system.

What is interesting about this chart is that GDP on the whole was on the rise until the early 1980s recession
hit. That appears to have been a turning point. Since then, the year-over-year changes in GDP have seen a
series of lower highs and generally lower lows. Yet it was during this period that some of the biggest stock
market gains were seen. If, on top of GDP, one imposed the rise in money supply (M2), debt, and the velocity
of money they would have discovered why GDP has been on a downtrend since 1980. Money growth and debt
growth have been mind-boggling.

Since 1980, GDP has grown over 700% but debt has exploded up over 1,800%, M2 has exploded up over
1,100% but the velocity of money (how quickly money turns over in the economy) has fallen 41%. More and
more money (printed) has resulted in slower and slower GDP growth as the money is not going into the
economy. Where’s it going? Into speculation as the S&P 500 has grown over 3,000%.
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Federal Reserve Balance Sheet
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The Fed balance sheet appears to be continuing to contract. From a low in September 2019 of $3.9 trillion the
Fed balance sheet grew as a result of a repo program. It was never fully explained why the repo program was
necessary. In March 2020, as a result of the pandemic, the Fed balance sheet took off into the stratosphere as
a result of what many are calling QE3. The Fed was buying U.S. treasuries and corporate debt to pump funds
into the financial system. The Fed balance sheet peaked about mid-June at $7.2 trillion. Since then, the Fed
balance sheet has been contracting and, at latest reports, stands at $6.9 trillion, a decline of almost $224
billion from the peak. This decline has yet to feed into the stock market but it is certainly something to
consider going forward.
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The bulls’ great hope. The NYSE advance-decline line keeps chugging to new highs, even as the S&P 500 hasn’t
quite made it to new highs. However, new all-time highs for the S&P 500 appear to be in the offing, given the

level of the advance-decline line. We prefer to see divergences at major tops with a declining advance-decline
line even as the index keeps rising. Currently none is present. The implication is we are going higher.
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If there is a warning about the advance-decline ling, it is looking at the advance-decline ratio index. Each thrust
is weaker than the previous one and the current thrust is the weakest seen since the rally began in March
2020. As with many indicators, it is a sign for a potential decline and not a signal that the top is in. Consider it a
warning.
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The stock market remains very complacent, as measured by the CBOE options put/call ratio. With a ratio of
0.42 the put/call ratio is near the lows seen in June when it fell to a record low of 0.40. This market remains
very complacent. Hallelujah!
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With both the VIX and the S&P 500 pointed up, we can only presume that the rally is not yet over. Typically,
we see divergences between the two at significant tops. Currently there are no divergences, although the S&P
500 is closer to making new all-time highs than is the VIX. But the VIX reflects volatility in the market and a
very high VIX (this is an inverted chart) implies that volatility is very low and complacency has set in.
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Canada — Employment Change, Unemployment Rate
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Canada surprised to the upside, reporting that 418,500 jobs were created in July 2020. That was roughly half of
the 952,900 jobs created in June. Since the pandemic got underway in March 2020, Canada lost 3,004,500 jobs
and has now regained 1,661,000. That still means that 45% of those who lost their jobs remain unemployed.
That number is better than the U.S. where 58% of those who lost their jobs remain unemployed. The number
was slightly better than the expected 400,000 gain. That’s the good news. The bad news is that 345,000 of the
job gains were part-time with only 73,000 added to full-time positions. The gains were primarily in the service
sector that jumped 348,000. Retail trade led with 101,000 while accommodation and food services were also
up 101,000. Gains were also seen in professional and technical services (33,000), construction (34,000), and
manufacturing (29,000).

The unemployment rate fell to 10.9% which was marginally better than the expected 11%. But it was a big
drop from June’s 12.3% and well down from April’s 13.7%. The labour force participation rate rose slightly to
64.3%, up from 63.8% and well up from April’s 59.8%. That remains down from the pre-pandemic levels of
65.5%. Canada’s highest measurement of unemployment is R8 which adds in discouraged job searchers and
involuntary part-timers. It is similar to the U.S.’s U6 unemployment. R8 unemployment in July actually rose to
15.6%, up from June’s 15.5%. A year ago, the R8 rate was 8.7%.

Ontario led the provinces with a gain of 151,000 jobs of which 68,400 jobs were created in Toronto. We note
that CERB ends in August, with a new program to be created through El. The self-employed, gig workers, etc.
numbered some three million before the pandemic and were hard hit as a result of the collapse.
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U.S. Employment Numbers

Unemployment Rate - Official (U-3 & U-6) vs ShadowStats Alternate
Monthly SA. Through July 2020 (ShadowStats, BLS)
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The recovery is on. Well, maybe not so much. The July 2020 nonfarm payrolls came in at 1,763,000 which was
better than the expected 1.6 million. Of that total, private payrolls added 1,462,000, leaving the remaining
301,000 for the government sector. Earlier in the week the ADP employment reported a rise of only 167,000,
well below the estimate of 1.5 million. That led a number of economists to believe that the nonfarm payrolls
might be worse than expected. Initial jobless claims then came in below expectations at 1,186,000 when the
market had expected 1,415,000. Continuing jobless claims were 16,107,000 vs. an expectation of 16,720,000.
That was down from the previous week’s 16,951,000. There are still a lot on the unemployment lines.

The numbers remain well shy of a recovery. During March and April, the U.S. lost 22,160,000 jobs. So far, only
9,262,000 have come back or 42%. Canada’s performance has been far better. The numbers issued by the
Bureau of Labour Statistics (BLS) are, by their own admission, disrupted and distorted because of the
pandemic. Nonetheless, the big gains were seen in leisure and hospitality, government, retail trade,
professional and business services, and health care. The official headline unemployment rate fell to 10.2%
down from 11.1% in June. The U6 unemployment rate, the BLS’s broadest measure that includes short-term
discouraged workers, other marginally attached workers, and those forced to work part-time even though they
want full-time fell to 16.5%, down from June’s 18.0%. The Shadow Stats (www.shadowstats.com) number that
is the BLS’s U6 number plus discouraged workers unemployed more than one year who are no longer counted
in the BLS’s calculations came in at 30.0%, down from 31.2%. That’s still an ugly number and in many ways
more reflective of the real situation in the U.S.

Those defined as not in the labour force are at 100,498,840 of which almost 55 million are retired and another
9.8 million are disabled. Overall, the total number employed barely changed on the month, according to
figures from the St. Louis Fed. There are 16.3 million defined as unemployed, down from 17.8 million the
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previous month; however, when one includes those wanting to work but not counted plus those that are
receiving some kind of Federal unemployment benefit, the actual number of those unemployed rises sharply
to 31.3 million. 23.3 million of the workforce who are actually working are part-timers or 16.3%. Officially, the
report is painted as quite good. However, the reality is the situation remains poor despite the improvement.

The labour force participation rate continues to falter, coming in at 61.4% vs. 61.5% in June. That tells us that
fewer people were actually looking for work and that helps lower the unemployment rate. The labour force
participation rate has fallen to levels last seen in the early 1970s before women came into the labour force in
larger numbers. Women and visible minorities have been hit the hardest in this recession and, until a vaccine is
found, it is expected that the numbers will continue to be dismal. Many, particularly visible minorities, were
working in industries that require them to be on site so they are not able to work remotely. There is also a
looming child care crisis, something that is present here in Canada as well.

There is the feeling that many will never be able to find jobs again. Bankruptcies and the shutdown (for many
permanently) of restaurants, etc. are leading to a potentially large imbalance between companies and
workers. In February, before the pandemic fully hit, the labour force participation rate was 63.2%. Its peak was
seen in 2000 at 67%. According to one survey, some 47% of those unemployed believe their job is gone for
good. The stuff will hit the proverbial fan when the employment benefits run out. There is an estimated $21.5
billion of unpaid rent.

Labour Force Participation Rate

FRED 24 — Labor Force Participation Rate
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Fewer in the population are actually working. Here the situation looks particularly grim. The employment-
population ratio for July was 55.1%. That number reflects the percentage of those working who are 15 years of
age and older. They are considered to be the working-age population. So just over half are employed. Of
course, many are retired, disabled, or students. However, looking at the chart below, the ratio has fallen below
levels seen during the 1950s and 1960s. That is grim. In January 2020 the ratio was 61.2% and the peak was
seen in 2000 at 64.7%. The gravy days are far behind.
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U.S. Employment-Population Ratio

FRED ,.’Q” — Employment-Population Ratio
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It has been some time since we mentioned Bitcoin, probably because, over time, it appears to have become

less relevant. When it was new it was the talk of the town. Bitcoin became one of the biggest bubbles in

history, rising a mind-boggling 8,036% from 2015 to its peak in December 2017. That gain was bigger than the
Tulip mania of the 17" century. By late 2018 Bitcoin had crashed 83%, rivalling the Dow Jones Industrials (DJI)
crash of 1929-1932. We labelled that (A) wave down. Next comes the (B) wave. That appears to be unfolding
as a classic ABC-type corrective flat pattern. Has Bitcoin topped? Hard to say, but given that the RSI has once
again reached over 70, a level often associated with significant tops, the odds suggest that it could be in the
in March
2020 along with the rest of the market (the B wave down). Since then both have been rising together. Once
this wave is complete, we should start the (C) wave down. It could play out over a few years and most likely
will not be a straight down collapse. The previous high is at 12,801 so that should provide a level of resistance.
The final high could be just short of that level or we could see a new high. The excitement that accompanied
Bitcoin and the cryptos into the bubble top in December 2017 just isn’t there any longer. All that tells us that
this is merely an impressive correction to the crash that took place between December 2017 and December

process of finding a top. Both Bitcoin and the DJI continue their dance together as Bitcoin bottomed

2018.

For the record, according to Coin Market Cap (www.coinmarketcap.com), there are now 6,268 cryptos with a
market cap of $357.2 billion. Bitcoin totally dominates the market with a market cap of $217.7 billion or almost
61% of the market. Three cryptos—Bitcoin, along with Ethereum and XRP—are 77% of the market. There are

20 cryptos with a market cap in excess of $1 billion and together they make up 91% of the entire crypto

market. Doesn’t leave much for the other 6,248 cryptos. Our old favourite, Dogecoin, still has a market cap of

$443.7 million and ranks number 32.
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The TSX Composite keeps on partying with the U.S. indices gaining 2.3% this past week. But the return was
mixed. Three of the 14 sub-indices were down on the week, led by Health Care (THC), off 4.0%. Golds (TGD)
made new 52-week highs and then reversed, closing lower off 0.9%. Utilities (TUT) dropped a small 0.2%.
Leading the way to the upside was Energy (TEN), gaining 9.8%, especially because natural gas was strong. But
TEN remains well off its recent highs. Financials (TFS) gained 3.2% but all the other sub-indices were around 2%
or less for the week. Four made new 52-week highs. Besides Golds (TGD), the others were Metals & Mining
(TGM), Materials (TMT), and Information Technology (TTK). lronically, these are the areas we have touted as
the place to be. But, as we note with Golds, both Metals and Mining and Materials and even Info Tech appear
toppy and could all be vulnerable to a near-term corrective decline.

The TSX Venture Exchange (CDNX) gained 2.6%, continuing its winning ways. Numerous junior gold mining
stocks have doubled, tripled, and even quadrupled or quintupled during this rally. And they still remain cheap.
But the CDNX also appears poised for a correction.

We can’t tell whether the TSX is hitting the top of a channel or is breaking out. A move over 16,600 would
confirm a breakout. A move back down and a break under 16,250 could start a decline. The vulnerable
breakdown point is between 15,600 and 15,900. We’d like that to hold on any pullback. The TSX has enjoyed a
good ride to the upside from the March lows; however, it has been uneven with Golds, Materials, Metals and
Info Tech all with double-digit gains while Energy, Health Care, Income Trusts, Financials, and, Real Estate have
all seen double-digit losses.
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Daily confirmed COVID-19 cases and deaths, World

The confirmed counts shown here are lower than the total counts. The main reason for this is limited tegfing and
challenges in the attribution of the cause of death.
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The number of global cases just keeps on rising in an irregular fashion. Oddly the number of deaths has
remained fairly consistent around 5,000/day. At current rates a million new cases are added every four days.
Keep that pace up and by year end we are looking at 56-60 million cases by year end. The pace keeps up on
deaths and the toll by year end could be at least 1.5 million. Ok that’s not Bubonic plague or plague of Justinian
numbers or even Spanish flu numbers. More in line with the Asian flu of the late 1950’s. No, we are not in
danger of wiping out half the population of the world. Yet this plague has caused extensive economic chaos
and damage. Generally, Asia is doing well with the exception of India. Africa appears to be also doing ok with
the exception of South Africa. So why is Asia doing so well vs. North/South America and Europe? In Asia the
collective or community takes precedence over the individual. In North/South America, Europe, individual
rights take precedence. No, it is not consistent as some have been able to get their numbers down by
emphasizing the collective and obtaining mostly co-operation.

COVID-19 Cases and Deaths August 9 11:53 GMT

Number of Cases: 19,834,735
Number of Deaths: 730,210
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Daily confirmed COVID-19 cases and deaths, United States

The confirmed counts shown here are lower than the total counts. The main reason for this is limited testing and
challenges in the attribution of the cause of death.
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Could the U.S. be topping? Or was the recent improvement merely a Wave 4 correction before we take off
again? Hard to say. But the U.S. continues to lead the world in cases and deaths and the country is deeply
divided along political lines when it comes to wearing masks or social distancing. Maybe they’ll develop herd
immunity. Question is how many will die to develop it. Or maybe a vaccine will miraculously appear. The
optimists say soon. The realists say next year sometime. It takes a lot of work to develop a proven vaccine. By
year end at the current rate the U.S. could have 14-15 million cases and 350,000 deaths.

COVID-19 Cases and Deaths August 9 11:53 GMT

Number of Cases: 5,150,060
Number of Deaths: 165,074
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Daily confirmed COVID-19 cases and deaths, Canada

The confirmed counts shown here are lower than the total counts. The main reason for this is limited testing and
challenges in the attribution of the cause of death.
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Generally, Canada has been able to bring the numbers down with generally followed instructions to wear
masks and social distancing. However, after bringing the numbers down sharply into June the pace has picked
up somewhat once again although not to the same extent as was seen back in March and April. Could the
numbers rise again? Well there is currently an upward sloping tendency. Or it could just be a lot of bottom

bouncing. The number of deaths has been brought down sharply.
COVID-19 Cases and Deaths August 9 11:53 GMT

Number of Cases: 119,221
Number of Deaths: 8,976
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There remains little chance that interest rates are about to rise. It may happen at some point, but more than
likely it will be caused by some outside event. The Fed is maintaining its rate at 0-0.25%. The BofC is
maintaining its rate at 0.25%. With unemployment numbers in the stratosphere and the pandemic still raging,
the odds of the economy returning to 2019 levels anytime soon are slim to none. The result is, don’t expect a
rise in rates. As well, the central banks are continuing with their bond purchases—or monetizing the debt, as
we put it. All this helps keep interest rates suppressed. And low interest rates remain a factor in helping to
push funds into the stock market (risk-on). Low interest rates also make borrowing cheap for arbitraging into
the stock market (risk-on). The reality is banks aren’t lending so the purchase of things or actual good
economic investment is not expected to happen. Finally, low interest rates help governments keep their
interest payments down. There is sufficient demand for debt given its safety, and many institutional buyers are
forced to buy debt, particularly government debt, for safety reasons.
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$USD US Dollar Index - Cash Settle (EOD) ICE @ StockCharts.com
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The USS Index appears to be trying to find support at major long-term support levels. With an RSI that reached
down to 20 in late July, the USS Index appears poised for a rebound rally. If that’s correct, then that could have
negative implications for gold as gold tends to rise when the U.S. dollar falls and falls when the U.S. dollar rises.
The USS Index has fallen just over 5% since June while gold is up over 20%. Initial resistance is at 94.50 with
further resistance up to just over 95. These appear to be at least minimum objectives on any rebound. The US$
Index rose a mere 0.1% this week as, overall, the currencies were pretty quiet. The euro was up only about %%
as was the Swiss franc while the pound sterling fell 0.2% and the Japanese yen fell 0.1%. The Canadian dollar
was essentially flat. The euro has been as bullish as the USS Index is bearish with sentiment towards the euro
around 88%. Again, all of this suggests that the USS Index is due for a rally. A breakout over 95.50 could imply
even higher levels for the USS Index with targets up to major resistance near 98. A move over 100 would imply
even higher levels. The USS Index has been weak, given the weak U.S. economy and the outrageous numbers
emanating from the COVID-19 pandemic. The ongoing divisiveness in the U.S., with riots in the streets and
political dissension, is also playing a role as are the rising tensions between the U.S. and China. Once this
rebound rally is finished, the USS Index should begin another descent to the downside with ultimate targets
down to around 88. The only question we have is, what will the extent of the rebound be? We could correct
the entire drop from 104. If so, potential targets could be up to almost 100. New lows below 92.50 would
probably not trigger a further sharp drop but would result in only marginally lower lows instead.
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$GOLD Gold - Cortinuous Cortract (ECD) CME @ StockCharts.com
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Once again gold made new 52-week and all-time highs this past week, hitting a high of $2,089 which was about
on our next target of $2,090. That we failed to exceed it and close over that level, coupled with what appears
as a potential outside day key reversal, implies that we could be entering a correction period. Since a low in
June 2020 we have soared $357. A very normal correction of that June/August move could see gold fall back to
$1,830. Significant support is seen at $1,900 so a break under that level would imply further losses. Major long-
term support can be seen all the way down at $1,550. We don’t believe we’d fall that far. If gold were to
correct the move from the March 2020 low it could imply a decline to around $1,700. Again, we don’t believe
that would happen but we don’t want to rule out worst case scenarios.

It is noteworthy that gold only saw a couple of corrections on its way to a record high in September 2011. The
move started in October 2008. The two corrections were shallow of about 15%. A drop of that magnitude
today would imply a decline to just under $1,800. The February/March 2020 drop was only 15%. Two earlier
declines saw gold fall only about 8%. We have wondered if gold is still in the throes of a blow-off move as we
saw in 1979. That move saw gold quadruple from its low in November 1978. A similar move today would take
us to about $4,700 based on a low seen in August 2018 at $1,167. We don’t want to get ahead of ourselves for
something that is still in theory. Despite the reversal on Friday the week did not see a reversal and gold closed
up 2.1% on the week. Silver was a big performer, gaining 13.7%. Platinum was also up 5.6% while palladium
rose 1.5%. Copper, on the other hand, fell 2.8%. The gold stocks, as represented by the Gold Bugs Index (HUI)
and the TSX Gold Index (TGD), were negative on the week with the HUI flat and the TGD down 0.9%. The gold
stocks were signaling to us that a possible correction is in the works. Sentiment remains at or near extremes
over 90% bullish. Gold fever can be tough to break but when it does it can and will be dramatic. After topping
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in September 2011 gold promptly fell over 20%. In 1980 gold did the same, falling 25% on a close basis and
over 40% from the top of January 1980. So, a drop of 10% is not out of the question. But a drop of over 30%
would signal a final top is in.

One thing that is overlooked for gold is the surge in demand for coins and bars. We note at SilverGoldBull
(www.silvergoldbull.ca) that premiums for Canadian Gold Maple Leafs are about 7% while premiums for
Canadian Silver Maple Leafs are over 27%. There are apparently shortages at some mints. And we are not what
we would call into gold mania, yet. Apparently, reductions due to COVID-19 at mines in Mexico and Peru, two
of the world’s largest producers, are not helping the silver situation. Silver mines in Peru and Mexico account
for 40% of world production.

$GOLD:$CAD Gold - Cortinuous Cortract (EQD)Canadian Dollar - Cortinuous Cortract (ECD) CME @ StockCharts.com
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Gold soared once again to new 52-week and new all-time highs in Canadian dollars this past week, hitting a
peak of $2,796 before reversing and closing down $35 on the day. As with the U.S. futures, gold in CdnS also
made a potential outside day key reversal on Friday. So, is this the end? Well, as with gold in U.S. dollars, it is
not necessarily the end of the world but it is a cautionary note. A temporary top may be in. With an RSI
screaming over 80 (currently 78), a correction is badly needed to take away some of the excessive bullishness.
Gold in CdnS$ also hit what appears to be the top of a channel, so a pullback would not be unusual. Gold in
CdnS$ has soared $479 since June or about 21%. A normal correction could take us back as far as $2,450 and we
would still remain in a bull market. A break under $2,400 would be more negative and imply a drop to at least
$2,200. A break under $2,000 would be quite negative and we would have entered a bear market.
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The gold commercial COT slipped this past week to 23%, falling back to levels seen two weeks earlier.
However, it was a covering decline as long open interest fell over 20,000 contracts and short open interest
dropped almost 23,000 contracts. The large speculators COT (hedge funds, managed futures, etc.) slipped to
79% even as long open interest rose over 9,000 contracts but short open interest also went up by roughly
7,000 contracts. Overall, open interest fell some 37,000 contracts as gold prices rose. This suggests a pause
coming to the market. Rising prices with rising open interest is bullish, but rising prices and falling open
interest is somewhat negative.

Enriched Investing Incorporated
P.0. Box 1016, TD Centre, Toronto, ON M5K 1A0
ph: 416.203.3028 fx: 416.203.8825 www.enrichedinvesting.com
e-mail: dchapman@enrichedinvesting.com

31 0f 39


http://www.stockcharts.com/

ENRICHED

I NV ESTING I NCORPORATETD
$SILVER Silver - Cortinuous Cortract (EOD) CME @ StockCharts.com
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As with gold, silver spiked this past week to fresh 52-week highs at $29.92, then reversed and closed down
$0.86 at $27.54. By trading over $29 silver achieved our targets set here a few weeks ago after silver broke out
of the long sideways pattern seen from 2015 to just recently. We achieved the target a lot faster than we
anticipated. That’s both good and bad. Bad because spikes need some consolidation and the reversal on Friday
could imply that, as with gold and the gold/silver stocks, we need to go through a corrective period. While our
“Chart of the Week” featured silver and its potential for considerably higher prices, this will not be achieved
overnight. Periods of corrections and consolidation will occur. One may be upon us. Silver has made a rather
dramatic rapid move, gaining 72% in a matter of a couple of months. So, a corrective is not out of the question.
A normal correction could take us back as low as $18.60 based, not on the move from May, but from the
March low of $11.64. Based on the May low of $17.38 a normal correction could take us back to $22.20. It is
noteworthy that the big move from October 2008 at $8.40 to silver’s ultimate high of $49.82 in April 2011 saw
at least four corrections of some significance. Each correction was at least 20%. A 20% correction today would
take silver back to $24. It is noteworthy that when silver finally broke in 2011 the drop was 35%. So, using 20%
with an outside 25% would not be out of place and still maintain a bull market going forward. A drop of over
30% would, however, be a negative sign and raise the possibility of a final top. With an RSI in excess of 80 and
bullish sentiment over 90%, a correction at this time would not be unusual. Silver is still showing potential to
rise into the $30s and possibly to our next target level of $35. But first a pause would be positive for the bullish
scenario going forward. A break under $23 would imply a potential decline to at least $21. Under $21 would be
far more problematic and we would question the bull market.
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The commercial COT for silver improved to 36% two weeks ago and has remained at that level this past week.
Short open interest did rise roughly 8,000 contracts while long open interest jumped about 4,000 contracts.
Overall, short open interest is about where it was two weeks ago but long open interest is up roughly 10,000
contracts. The large speculators COT rose slightly this past week to 62%, but that is down from a high of 68%
only three weeks ago. We view the current silver COT as encouraging for the bulls even as it is not overly
bullish. But it is not very bearish either.
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Inflation-adjusted charts always tell us an interesting story. According to this chart (base today), the high for
silver was in January 1980 at $118.48. The 2011 high fell short of that level. The 2011 high came in at $43.73.
Today we are only at $28. Gold’s 1980 high was at $2,246.79 while the 2011 high came in at $2,076.85. So right
now, we are on the cusp of taking out the 2011 high on an inflation-adjusted basis but remain short of the
1980 high. The Dow Jones Industrials (DJI) by contrast made new all-time inflation-adjusted highs in late 2019.
The DIl is currently just under that high. The NASDAQ and the S&P 500 have far exceeded their all-time highs
on an inflation-adjusted basis. We believe that, at some point, both gold and silver will set new all-time highs
on an inflation-adjusted basis. The all-time low was set in 1931 at $4.70. Based on inflation levels and current
levels, silver remains very cheap.
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$SPTGD S&PTSX Global Gold Indesx TSE @ StockGfitscom
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This past week the TSX Gold Index (TGD) jumped to new 52-week highs, then reversed and closed lower on the
week off 0.9%. The Gold Bugs Index (HUI) also hit new 52-week highs, then reversed but still managed to close
flat on the week. At a high this past week of 416.84 the TGD Is, amazingly, not far from its all-time high of 455
set in 2011. It has been a long time crawling back to those lofty levels. Many producing gold miners appeared
poised to go through at least a corrective period. None of this is to suggest that we have made a final top. At
this time, we do not see evidence of one but another short-term top may be at hand. A drop under 380 would
suggest that a decline to at least 350 support could be underway. The current rally got underway from a low in
September 2018 at 147. Since then we note four corrections of some significance. March 2019 to May 2019
saw a drop of 14%. August 2019 to October 2019 a drop of almost 16%. The worst one was the drop from
February 2020 to March 2020 when the TGD fell 41%, and finally there was a decline from May to June 2020 of
almost 22%. The average was 23% so a drop of that magnitude now would take the TGD down to about 320.
The 200-day MA is at 290 so only a sustained decline through that level would turn this into a prolonged bear
market. 290 also marks the June 2020 low so we do not want to see that level fall. A series of higher highs and
higher lows defines the uptrend, setting aside the spike low in March 2020. The possible head and shoulders
bottom that formed from February to April 2020 implied a move to at least 385. Since we exceeded that
number, the next potential target was up to 460 with minimum objectives of 414. We achieved the minimum
objectives this past week. New highs above 417 could imply a move to the next objective of 432. But for now, a
drop under 380 would imply that at least a temporary top is in. The TGD is up roughly 50% on the year, so a
pause to work off some of the excesses would be positive.
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Sentiment is important and here the sentiment towards the gold mining stocks remains at or near record
levels. The Gold Miners Bullish Percent Index (BPGDM) is at 96.55, just off the maximum high of 100 which has
been hit a few times over the past few weeks. And now we note the Gold Miners New Highs — New Lows
Percent Index (GDXHLP) had spiked to 90 which is the highest level we have ever seen. It has come off to 13.79
but the spike is a warning. Maybe it has come off sufficiently but, combined with the BPGDM, it tells us some
caution should be used towards the gold mining stocks at this time, at least until the excess bullishness eases.

Enriched Investing Incorporated
P.0. Box 1016, TD Centre, Toronto, ON M5K 1A0
ph: 416.203.3028 fx: 416.203.8825 www.enrichedinvesting.com
e-mail: dchapman@enrichedinvesting.com

36 of 39


http://www.stockcharts.com/

ENRICHED

I' NV ESTING

$WTIC Light Crude il - Continuous Cortract (EQD) CME
7-Aug-2020

W $WTIC (Daily) 41,22
—MA[E0) 39.69 535

1= AL 100) 31,76 76 W

I NCORPORATETD

@ StockCharts.com
Open 41.97 High 4222 Low 4406 Close 4122 Volume 3250 Chg -0.73 (-1.74%) v
BSEE

5274
—MA(200) 42,33
—EMA(165) 40.03
Wolume 38,459,200 502

5052

2500
2000
S0

100K

Oct Dec
ol 30T 757 0e

lhﬂ "‘UM 1280
MIY"“-" i h M.’k' [Imu]ﬂdﬁl w'muﬁw llﬂ 1200

7.5

il 2845020

2020 Feb Mar Apr hday Jun Jul Aug
1200

1180

p i

“‘q'm.,* ﬂqn‘. el
o 1100

0“
L 1080
0"‘

o 1000

o"
‘ﬁh f _.’T - 950
B .
* -
o"

it
|

Lo ',." 200
i A -~ 850
T W
- ﬂ]]fmllﬁj--"m i %fm

M«

2020 Fab Mar Apr May Jun Jul Aug

Source: www.stockcharts.com

Oil prices ended higher this past week as inventory draws were higher than expected, but fears of a second
wave of COVID-19 sent prices back down again. Still, WTI oil ended the week up 2.4%. However, there is little
to be excited about as WTI oil remains down 32.5% on the year. Prices remain locked in a sideways trading
pattern that should soon break one way or the other. Beware of a false upside breakout followed quickly by a
downside reversal. We've seen that pattern before coming out of these sideway patterns. WTI oil continues to
trade just below its 200-day MA and its continued failure to break out over it suggests to us that the most
likely next move is downward. But first it could give the false upside breakout. That false breakout could even
take us to the top of a possible channel up near $60 before reversing and falling once again. The performance
of the energy stocks remains underwhelming, even as the ARCA Oil & Gas Index (XOl) gained 2.1% this past
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week and Canada’s TSX Energy Index (TEN) was up 9.8% (thanks to natural gas). Both remain sharply down on
the year with the XOI off 40.4% and the TEN down 43.7%. The energy stocks appear to be signaling that WTI oil
prices will not remain at these levels much longer.

Factors helping to push up natural gas (NG) prices appear to be hot weather, resulting in higher demand for air
conditioning and possible effects from Hurricane Isaias. The result is, this big gain last seen of 24.4% may not
last. Still, it helped push NG prices into the black for 2020, up 2.3%.

Copyright David Chapman, 2020
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GLOSSARY
Trends

Daily — Short-term trend (For swing traders)
Weekly — Intermediate-term trend (For long-
term trend followers)

Monthly — Long-term secular trend (For long-
term trend followers)

Up — The trend is up.

Down — The trend is down

Neutral — Indicators are mostly neutral. A trend
change might be in the offing.

Weak — The trend is still up or down but it is
weakening. It is also a sign that the trend might
change.

Topping — Indicators are suggesting that while
the trend remains up there are considerable
signs that suggest that the market is topping.
Bottoming — Indicators are suggesting that
while the trend is down there are considerable

signs that suggest that the market is bottoming.

Disclaimer

David Chapman is not a registered advisory service
and is not an exempt market dealer (EMD). He does
not and cannot give individualised market advice. The
information in this newsletter is intended only for
informational and educational purposes. It should not
be construed as an offer, a solicitation of an offer or
sale of any security. The reader assumes all risk when
trading in securities and David Chapman advises
consulting a licensed professional financial advisor or
portfolio manager such as Enriched Investing
Incorporated before proceeding with any trade or idea
presented in this newsletter. Before making an
investment, prospective investors should review each
security’s offering documents which summarize the
objectives, fees, expenses and associated risks. David
Chapman shares his ideas and opinions for
informational and educational purposes only and
expects the reader to perform due diligence before
considering a position in any security. That includes
consulting with your own licensed professional
financial advisor such as Enriched Investing
Incorporated. Performance is not guaranteed, values
change frequently, and past performance may not be
repeated.
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