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Maybe vaccine, tossed lawsuits, highs reversed, constitutional grip, precious effects, boom possible

A vaccine — maybe. A stolen fraudulent election — but the lawsuits keep getting tossed out. Stock markets
make fresh all-time highs, then reverse. The vaccine is still a few months away and the pandemic still rages
with record breaking numbers. Could a constitutional crisis grip the U.S.? The differences grip the U.S. and
even the world. Odds are falling that the U.S. will get a new stimulus package.

We look at the vaccine and ask is a constitutional crisis possible. We look at some history of constitutional
crisis in the U.S. and the effects on stocks and gold. Our “Chart of the Week” (page 7) asks have commodity
prices bottomed and is a new commodity boom about to get underway? Cycles and valuations suggest it is
very possible. One commodity stock that is held by the Canadian Conservative Growth Strategy* is Tourmaline
Oil Corp that operates control of natural gas transportation and processing infrastructure focused in Western
Canada and pays a 3% dividend. It was a fascinating week and we are still 65 days away from inauguration. A
lot can happen in that time period.

The weather is turning a little colder and rainy. The pandemic is keeping us indoors. Stay safe and try and get
out for walks.

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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"The reason our stock market is so successful is because of me"
—Donald Trump, 45" president of the United States, businessman, TV personality, November 5, 2017 on
Air Force One; b. 1946

Trump: “If he is elected, the stock market will crash.
Biden: “The idea that the stock market is booming is his only measure of what’s happening. Where | come
from in Scranton ... the people don’t live on the stock market.”
—presidential debate October 22, 2020 between Donald Trump, 45 president of the United States; b.
1946, and Joe Biden, former vice president of the United States; b. 1942

“It may be disappointing, but | think it is neither prudent nor appropriate for any president to comment on
the hour-by-hour or the day-by-day movements of the market,”
—Bill Clinton, 42" President of the United States 1993-2001, lawyer, politician, October 1997 speech; b.
1946

Good news. There is a potential vaccine. Bad news. There is the potential for a constitutional crisis. First the
good news. The announcement by Pfizer (PFE-NYSE) that their Phase 3 COVID-19 vaccine trial is more than
90% effective is a potential game changer even though it may also be too good to be true. As a reminder, there
are four phases drugs must go through. But getting through Phase 3 is quite important as now the testing of
the drug can expand to cover a lot more people to help determine how safe it might be and how durable it is.

We suppose the news couldn’t come at a better time, considering that cases have been soaring, averaging well
over a half-a-million a day. There are over a million new cases every two days. In the U.S. they have been
averaging over 125,000 cases every day and some believe they could soon see 200,000 cases in a day (the high
so far was November 13 with almost 188,000 cases in the U.S.). The death toll also keeps on rising, although
deaths as a percentage of cases have fallen. A reminder, though, is that the vaccine is still not a done deal and
it could still take longer than everyone expects. The expectation now is possibly late in Q1. By that time there
could be over 75 million more cases and upwards of another million or more dead. Nor do we know what the
impact on the economy is going to be this time around. All indications are that it won’t be good.

Nonetheless, the stock market loved it as the S&P 500, the Dow Jones Industrials (DJI), the Dow Jones
Transportations (DJT), and the NASDAQ all leaped to new all-time highs on November 9. There was a great
rotation as value stocks, banks, energy, and travel all soared but the stay-at-home stocks and tech stocks
faltered. Gold fell and bond yields jumped. However, a funny thing happened. The tech stocks all reversed
down and the NASDAQ that had leaped to new all-time highs closed sharply lower on the day, putting in an
outside possible key reversal day to the downside. The other indices opened, soared to their new all-time
highs, then also reversed and closed up on the day but below their opening range, leaving what we call a
possible bearish shooting star pattern on the charts. Since then the all-time highs have remained intact. (Note:
we discuss this further under our usual presentations of the S&P 500, DJI, and NASDAQ).

So, have the markets priced in the potential for a vaccine already? The potential for a large stimulus package in
the U.S. is also on hold because of the uncertainty that remains over the election. As well, hospitals are already
strained and things are bound to get worse. Questions remain. Will the vaccine protect against severe COVID-
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19 along with moderate or mild cases? What is the impact on different demographic groups? When will the
FDA review be completed? The expectation is in December. How often will it be necessary to take the vaccine?
How many will be willing to take the vaccine? How do we know there won’t be adverse side effects? None of
these questions have been properly answered.

The vaccine won’t be here for distribution tomorrow. Restaurants, airlines, cruise ships, theatres, shopping
malls, gyms, offices, and more are not going to suddenly fill up tomorrow just because a vaccine may be
coming. Given the current huge numbers, many may be closing down or if lockdown is brought back, they will
be shutting down. Oil demand is not going to suddenly soar. The IEA sees demand down by at least 8.8 million
bpd below 2019 levels. The world is not returning to normal any time soon. And, if the stimulus package falters
given election uncertainty, then millions could be facing bankruptcy and homelessness. And what if the 90%
efficacy proves to be only 50%? What then?

Case Shiller PE Ratio

Source: www.multpl.com

Already, many market ratio measurements are at or near all-time highs as shown by the Case-Shiller PE ratio
above. Others such as Price to Book and Price to Sales Ratio are at the highest levels in twenty years. No, none
of this means the market is about to take a tumble but it does send a warning. And no, it doesn’t appear to
have impacted earnings as, overall, 52% of S&P 500 corporations have reported higher quarterly profits
compared to a year ago. Communications services companies lead the way with about 67% of them reporting
higher quarterly profits. As we say, is this time different? We know the markets have been fueled by record
low interest rates that aren’t set to rise for years, plus trillions of dollars of stimulus through the Fed (QE) and
from the governments to combat the negative effects of COVID-19.

Still, despite the big announcement, hospital beds are filling up rapidly. The numbers are rising and are

staggering, particularly in the U.S., even as they are plateauing elsewhere, particularly in Europe. Lockdowns
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are underway again and that alone will slow the economy down. Yet rhetoric and clashes are also increasing
over those opposed to the measures. As well, another company, Moderna (MRNA-NASDAQ) is also jumping
into the vaccine race as they too may be in a position to provide one that is just as good as Pfizer. Scientists are
also working overtime on a solution in Asia and Europe.

However, is there another potential crisis on the horizon? The election may be over and the projection is that
Joe Biden will become the 46™ President of the U.S. Congratulations have come from leaders all over the
world, his transition team is set and ready to go, and interviews are being conducted for key cabinet posts.

However...

1. Donald Trump remains president until January 20, 2021.

The president has not conceded and top Republicans back him.

3. The president claims the election was stolen that it was fraudulent. Again many top Republicans back
him.

4. U.S. states have until December 8 to resolve all controversies and disputes and to certify the election.

5. The Electoral College doesn’t meet until December 14 to confirm the EC vote.

6. Legal challenges, which are a right, are underway in Michigan, Pennsylvania, Arizona, Nevada, and
Georgia.

7. Recounts are underway in Georgia (announced by Governor) and Wisconsin (requested).

8. The White House has instructed the General Services Administration to not sign off for any transition
of government.

9. The president has unleashed a purge of the Defense department and other departments that includes
many top civilians of the Pentagon. More purges could soon follow.

10. The Secretary of State has stated publicly that "There will be a smooth transition to a second Trump
administration." The claim is that he was kidding.

N

Are these things that go bump in the night as the U.S. prepares for its next inauguration on January 20, 20217?
Or is this the basis for a pending constitutional crisis? Ours is not to determine whether that could happen or
whether it is justified but instead to pose the question, what if it did?

The U.S. does have some history of constitutional crisis. There are six that are noted: the 1832 Nullification
Crisis whereby President Jackson authorized federal troops in South Carolina to enforce federal laws; the 1841
presidential crisis after the sudden death of William Henry Harrison; the secession of seven Southern states in
1861 that triggered the American Civil War (1861-1865); the 1876 presidential election that saw disputed
elections in three states; the 1952 steel strike following the nationalization of the steel industry on the basis of
preventing a strike that would impede the Korean War; and the 1972-1974 Watergate Scandal.

Of interest to us are two: the secession crisis of 1861 and the Watergate Scandal of 1972-1974. The secession
of U.S. states and the Civil War was actually, in the end, positive for the stock market as the war effort required
a huge buildup of arms to fight the war. The stock market actually rose during the Civil War as factories,
primarily in the north, churned out arms. The war, like all wars, was good for business. The interesting thing
that did occur is that gold, which was fixed at $20.67/ounce because of the gold standard actually soared in
price, more than doubling to $46.36 by 1864. After the war, gold retreated in price, eventually going back to
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$20.67 by 1879. Gold soared because of the suspension of specie payments by the U.S. Treasury as the
government was no longer able to meet its obligations in coin. Paper money fell in value while gold rose in
price. By 1862 gold was trading like a commodity in New York and as it was free-trading and in demand, it rose
sharply over the next few years.

The Nixon years were against the backdrop of the Vietnam War and protests on the streets of the U.S. The U.S.
faced a mild recession in 1969-1970 following Nixon’s election in 1968. The recession came after a long period
of expansion and was sparked by rising inflation, tightening monetary policy, and an attempt to bring down
budget deficits. But it was Watergate and Nixon’s re-election in 1972 that helped spark the constitutional crisis
and a stock market collapse.

The Watergate break-in occurred in June 1972. With the Watergate investigation fully underway in 1973, it
became increasingly clear that a cover-up was underway and it went right to the top into the president’s
office. The infamous “Saturday Night Massacre” came in October 1973 when Nixon ordered officials to fire the
special prosecutor looking into Watergate. Instead of firing the prosecutor the officials refused and resigned.
Another official carried out the firing. The new prosecutor continued the investigation and by March 1974
several Nixon aides were being indicted. By May, impeachment proceedings were underway. In early August
1974 the “smoking gun” of a tape between Nixon and H.R. Haldeman, Nixon’s Chief of Staff, came to light,
showing it was their intention to block the investigation. With support crumbling, Nixon resigned on August 9,
1974 rather than face certain impeachment.

By what may have been pure coincidence, the Arab oil embargo was underway in October 1973. Did the stock
market fall because of the oil embargo or because of Watergate or both? More likely the oil embargo played a
bigger role, but Watergate didn’t help as there was a loss of confidence in government. Overall, from October
1973 to August 1974, the DJI fell 37%. Given the top was in January 1973 and the stock market didn’t bottom
until December 1974 the total decline for the DJI was 45%. The recession was underway by November 1973
and lasted until March 1975. At the time it was steepest recession since the Great Depression.

While the stock market was falling, gold was rising. Gold, which had been set free-trading in August 1971 when
Nixon took the world off the Bretton Woods gold standard, rose 149% from the time of the Watergate break-in
in June 1972 to Nixon’s resignation in August 1974. Throughout this period the U.S. dollar was also falling
against major currencies after the collapse of Bretton Woods and the dollar peg in March 1973. That also
helped fuel gold’s rise.

Gold up, stocks down. While the connection between Watergate and the rise of gold and the collapse of the
stock market is tenuous, it did occur. A constitutional crisis today could see a U.S. dollar crisis as confidence in
the U.S. falls and that in turn could spark a rise in gold prices and a collapse in the stock market. The potential
for a constitutional crisis today cannot be dismissed out of hand, even if at this time the possibility appears to
be a long shot.
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The Nixon Years 1968-1975
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Chart of the Week
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Have commodities bottomed? While it is not conclusive, there is a good chance that commodities have made a
major bottom. Above is the CRB Index, one of the more widely followed commodity indices. The CRB Index is
made up of 19 different commodities with a weighting of 39% energy (crude oil, heating oil, natural gas, RBOB
gasoline), 41% agriculture (cocoa, coffee, corn, cotton, soybeans ,sugar, wheat, lean hogs, live cattle, orange
juice), 7% precious metals (gold, silver), and 13% industrial metals (aluminum, copper, nickel).

Commodities go through long periods of boom and bust. Two charts below demonstrate that. The first chart is
a 100 years of commodity valuation. The chart only goes to 2017 but shows at the time that commodities were
undervalued as much as they have ever been over the past 100 years. We are now three years later and, as the
chart above shows, the CRB Index is lower today than it was in 2017. The odds of the undervaluation having
improved during that time are probably nil.

The second chart is a very long-term chart of commodity prices dating back to 1770. The chart is current only
to 2013, but again our monthly chart above shows commodity prices have been in a steady downward
deterioration since then. Different commodity groups tend to have their own cycles so there may be periods
where some commodities are rising in price while others are falling. Cycles are caused by overproduction, war,
and shortages, as each plays a role in how they impact supply and demand. But one thing that the long term
shows us is that there are multi-decade periods of price-ascents and price-decline. The big trends occur when
all four commodity sectors are rising or falling generally together.
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Chart 1: 100 Years of Commodity Valuation
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There have been numerous studies on commodity cycles. Cycles are usually measured trough to trough. One
study we saw showed during the 20'" century there have been four commodity cycles ranging in length from
29-33 years. The first cycle identified ran from 1899-1932 (33 years), the second 1933—-1961 (29 years), the
third 1962-1995 (29 years) and the fourth 1996-present (24 years). By that measurement this cycle appears to
be shorter than the others; however, since we haven’t received any confirmation that we are indeed in a new
up cycle, the current rebound may be just another bear market rally with a final low or double bottom to come
sometime by 2030.

What we decided to do here was take the most common cycles and see how well they line up for the CRB. The
major long-term cycles are 75 years (range 55-88 years), its half cycle 37.5 years (range 26—44 years) and its
half cycle 18.75 years (range 13—-22 years, although most fall between 15-21 years). Using the chart dating
from 1775 we thought we’d see how well it lines up. Cycles are not precise which is why there are wide ranges.
One has to use other indicators to tell us when a cycle has bottomed or topped. For the cycle to be valid, the
next trough should fall within the ranges noted above. While the chart above doesn’t have the best clarity, we
can, however, see important trough dates on the chart.

75 Years (55—-88 years) 37.5 Years (26—44 years) 18.75 Years (13-22 years)
1775 1775 1775

1848 (73 years) 1808 (33 years) 1792 (17 years)
1921 (73 years) 1843 or 1848 (35 or 40 years) 1808 (16 years)
1999 (78 years) 1886 or 1897 (43 or 49 years?) 1834 (26 years?)
Next due 2054-2087 1921 (35 years from 1886) 1848 (14 years)
1960 (39 years) 1861 (13 years)
1999 (39 years) 1879 (18 years)
Next due 2025-2043) 1897 (18 years)

1921 (24 years?)
1933 (12 years?)
1960 (27 years?)
1977 (17 years)
1999 (22 years)
Next due 2012-2021
Source: www.goldchartsrus.com

There are a few occasions where the cycle was longer than the expected range (shown with a ?). However, we
note that any cycle that went on longer than usual was usually followed by a short cycle. When you average
the two, they fall within the range. The 18.75-year cycle would appear to support the possibility of major low
in 2020 as it would be 21 years from 1999. If 2020 turns out to be a low, then the next 18.75-year cycle would
fall somewhere between 2033 and 2042. That would fit well with the next 37.5-year cycle due 2025-2043.

Confirmation that the commodity cycle has made a bottom would not happen until the CRB Index first clears
above 180, then above 200. Rising commodity prices have implications for inflation and interest rates as both
would be expected to rise. We have been experiencing rising prices for precious metals and industrial metals.
Agriculture prices have also been on the rise. If energy prices were turn around from their current depression,
then there is a good chance we could have all four commodity sectors rising at the same time and confirming
our next commodity boom.
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% Gains (Losses)
Close Close Week YTD
Dec 31/19 Nov 13/20
Stock Market Indices
S&P 500 3,230.78 3,585.15 2.2% 11.0%
(new highs)
Dow Jones Industrials 28,645.26 29,479.81 4.1% 3.3%
(new highs)
Dow Jones Transports 10,936.70 12,085.32 4.1% 10.9%
(new highs)
NASDAQ 9,006.62 11,829.29 (0.6)% 31.8%
(new highs)
S&P/TSX Composite 17,063.53 16,675.64 2.4% (2.3)%
S&P/TSX Venture (CDNX) 577.54 736.37 (0.8)% 27.5%
S&P 600 1,021.18 994.29 7.5% (2.6)%
MSCI World Index 2,033.60 1,990.38 3.6% (2.1)%
NYSE Bitcoin Index 7,255.46 16,136.09 4.2% 122.4%
(new highs)
Gold Mining Stock Indices
Gold Bugs Index (HUI) 241.94 315.20 (8.9)% 30.3%
TSX Gold Index (TGD) 261.30 345.57 (8.2)% 32.3%
Fixed Income Yields/Spreads
U.S. 10-Year Treasury yield 1.92 0.83 (4.6)% (56.8)%
Cdn. 10-Year Bond yield 1.70 0.65 (3.0)% (61.8)%
Recession Watch Spreads
U.S. 2-year 10-year Treasury spread 0.34 0.68 (4.2)% 100.0%
Cdn 2-year 10-year CGB spread 0 0.38 (2.6)% 3,800.0%
Currencies
US$ Index 96.06 92.75 0.6% (3.5)%
Canadian $ 0.7710 0.7610 (0.9)% (1.2)%
Euro 112.12 118.33 (0.4)% 5.5%
Swiss Franc 103.44 109.55 (1.3)% 5.9%
British Pound 132.59 131.97 0.3% (0.4)%
Japanese Yen 92.02 95.62 (1.2)% 3.9%
Precious Metals
Gold 1,523.10 1,886.20 (3.3)% 23.8%
Silver 17.92 24.77 (3.5)% 38.2%
Platinum 977.80 896.00 (0.4)% (8.4)%
Base Metals
Palladium 1,909.30 2,329.70 (6.8)% 22.0%
Copper 2.797 3.18 1.0% 13.7%
Energy
WTI Oil 61.06 40.13 8.1% (34.3)%
Natural Gas 2.19 2.99 3.5% 36.5%
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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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What a week. The market opened on Monday with the announcement that Pfizer had a vaccine that had 90%
efficacy. The market gapped open, shot up to a new all-time high, then reversed and closed below the opening
level. Still, a big gain on the day against the backdrop that someone might have a vaccine for the COVID-19.
But that intraday reversal left what we call a shooting star on the charts. We show the example below. A
shooting star is a Japanese candlestick formation that is created when the low, the open, and the close are
roughly the same price. It leaves what is a long stick-like formation above the lower body. The formation can
close either above the opening level or below it. In this case, it closed below the opening level. The stick-like
portion is usually at least twice the length of the small body at the bottom. The pattern is viewed as a bearish
reversal candlestick pattern. And, coming as it did at new all-time highs, it could take on a more ominous tone.

Shooting Star

High Long Upper High
* Shadow

Close Open
Open Low Low Close
Little to Mo
Upper
Shadow

Commodity.com - all rights reserved

Source: www.commodity.com
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Since Monday, the market has not recovered that high. That’s not to say it won't. In the end the S&P 500
gained 2.2% on the week. The U.S. markets mostly made fresh all-time highs. The Dow Jones Industrials (DJI)
gained 4.1%, the Dow Jones Transportations (DJT) was up 4.1% as well, but the NASDAQ lost 0.6%, reversing
on Monday and closing lower (more on the NASDAQ to follow). U.S. indices making new all-time highs along
with the DJI, DJT, and the S&P 500 were: Value Line, the Dow Jones Composite (DJC), the S&P Equal Weight
Index, the S&P 400 (mid-cap), the Wilshire 5000, and the Russell 1000, 2,000, and 3,000. Not making new all-
time highs this past week were the Dow Jones Utilities (DJU), the NYSE, the AMEX, the S&P 100 (OEX), and the
S&P 600 (small cap). Not everyone joined the party.

Over in the EU, no one we follow regularly was making new all-time highs even as the London FTSE gained
7.3%, the Paris CAC 40 was up 8.5%, and the German DAX jumped 4.8%. In Asia, China’s Shanghai Index (SSEC)
was down 0.1% but the Tokyo Nikkei Dow (TKN) soared to new 52-week highs (the all-time high was seen in
early 1990), up 4.9%. The MSCI World Index gained 3.6% but did not make new all-time highs. Bitcoin was up
4.2% and made fresh 52-week highs once again. Others we saw make new highs on the week were South
Korea, Taiwan, Turkey, India (Nifty 50), Netherlands, and the Emerging Market Index (EEM). Neither of the two
indices in Canada made new highs as the TSX Composite gained 2.4% but the TSX Venture Exchange (CDNX)
lost 0.8%.

The week ended a bit flat after spiking to the new all-time highs on Monday. With a raging COVID-19,
shutdowns looming and a dark winter ahead according to some, along with the uncertainty surrounding the
election with a potential dispute, the market settled back but did not fail. A move back under 3,500 would be
short-term negative and confirm to us that a top may be in. Under 3,400, things would pick up and under
3,200 a panic could occur. We note as well that the spike high this week came in just below the channel line,
connecting the February high with the August high. We failed just under that line in October as well. Could that
line be the “line in the sand”? We need a move above 3,700 to confirm that the bull is alive and well.
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As with the S&P 500, the DJI gapped higher on Monday, spiked, then reversed and closed below the opening
level, leaving a shooting star pattern on the charts. We note the DJI also left a nice gap on the charts, not
dissimilar to what we saw in June. The market then gapped down, leaving what appeared to be an island
reversal on the charts. By August that island reversal was erased. Nonetheless, we could see an island reversal
this week and this time it might hold. A move back under 28,500 would be a short-term negative and once
under 28,000 we should be confirming a top on the DJI. The major breakdown line is at 26,500. We note that
the all-time high this week was only 365 points above the February high or 1.2%. Despite all efforts, the DJI did
not make a new all-time close this week. That was seen in February at 29,551. The high close this past week
was at 29,397. That is a bit of a divergence in that we made a new all-time but failed to make a new all-time

high

close.
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Did the NASDAQ make a key reversal this past week? On Monday the NASDAQ, like the other indices, leaped
open making a new all-time high at 12,108.07, then reversed, put in an outside trading day, and closed down
on the day by 1.5%. It is rare to see an outside reversal day like this at an all-time high. That is why it could very
well be a key reversal and a top may be in. The premise was that the tech stocks (the stay-at-home stocks) that
took the market higher were now out and value stocks were in. All because of the possibility of the vaccine.
Oops, hold on the vaccine; it still won’t be ready for months and COVID-19 is raging with records falling daily.
The big tech stocks didn’t fare well this week. Facebook lost 5.6%, Amazon dropped 5.5%, Netflix was off 6.6%,
and Microsoft dropped 3.2%. Google did make an all-time high, gaining 0.9%, and Apple was up 0.5%. Tesla
lost 5.0% but value triumphed as Buffett’s Berkshire Hathaway gained 8.9%. Beware—if the NASDAQ falls
under 11,500 and under 11,000 it would be game over. As we have noted, triple tops are very rare but they do
happen. The triple top scenario would fail if the NASDAQ were to move above 12,100 by at least 1% or so. The
neckline on the triple top is around 10,850 and, if broken, could project down to 9,200. The 200-day MA is at
9,950.
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We were hoping that the NYSE advance/decline line would not make new highs this past week along with the
S&P 500. But it did, thus confirming the advance by the stock market. All we can note in looking at the two is
that both are bumping up against a potential top of a channel. The question is, will they charge through it?
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The CBOE put/call ratio remains firmly controlled by call options. The ratio improved this past week to 0.52, up
from the record low seen the previous week at 0.41. It is still high in favour of calls over puts. The market
remains quite bullish and potentially quite complacent. The mantra is that the Fed has their back, and that

belief is entrenched. So, buy, buy, buy.
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Sometimes patterns just don’t work out. A week or two ago we noted what looked like a head and shoulders
bottom on the VIX Volatility Indicator. Well, it did pop higher but it failed and fell back, eventually taking out
the low of the right shoulder. Once that happened, any chance of a fulfilled head and shoulders bottomed
failed. Now we have to await a new pattern. One thing we can note is that the S&P 500 did hit new all-time
highs this week; however, not only is the VIX nowhere near its all-time lows (VIX moves inversely to the S&P
500), but the VIX is still above its August 2020 low. That’s potentially a negative divergence between the VIX
and the S&P 500. It can be confirmed only if the S&P 500 were to top out here and start a new leg to the
downside.
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Value triumphed over growth on the TSX this past week as Financials (TFS) gained 6.7%, Income Trusts (TCM)
were up 8.4% and Real Estate jumped 6.9%. Meanwhile, Golds (TGD) were hit, down 8.2%, Materials (TMT)
was off 5.9% and Metals & Mining (TGM) fell 2.6%. The hot high-tech sector was cooled as Information
Technology (TKK) lost 4.1%. Overall, 5 of the 14 sub-indices were down on the week with 9 up. The only other
loser was Consumer Staples (TCS) that was up, then reversed and closed lower, off 1.7% on the week.
Consumer Discretionary (TCD) on the other hand gained 6.5%. The big winner was Energy (TEN) which jumped
15.4%, but will it hold? Health Care (THC) was up 5.9% while Industrials (TIN) traded to new all-time highs
gaining 3.3%, Telecommunications (TTS) was up 5.4% and Utilities (TUT) gained 1.1%. The tug of war left the
TSX Composite up only 2.4% on the week. The small cap TSX Venture Exchange (CDNX) actually fell, losing
0.8%.

As it is so often with the TSX, it depends which sector you are in. Despite the losses, Golds, Metals, and
Materials remain in bull markets and we have no sell signals. Energy remains in a bear market. The TSX could
still be topping here but we need evidence of a top. And we don’t have that—yet. If the TSX hits the top of the
channel at 17,750 it would still be short of the all-time high seen last February. We fully admit triple tops are
rare. And, right now, the TSX appears to be possibly making a triple top. The bottom of the channel is down
around 15,500 so we are a way from a breakdown. Meanwhile, the TSX may have completed an ABC
correction with the low at 15,418 on October 30. The recent high at 16,835 needs to be taken out to suggest a
move to the top of the channel near 17,750. A reversal and plunge back under 16,300 would be the first sign
that things are failing instead. Indicators are fairly neutral here and have considerable room to move higher.
But the March breakdown through the 2019 low, the 2018 low, the 2017 low, and even briefly the 2016 low
suggested to us something was amiss and possibly we were entering a bear market. But Canada, like the U.S.,
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has the BofC propping things up and the government sending out cheques, trying to prevent a meltdown on
Main Street. And that alone could keep the market higher.

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 limitegftesting and
challenges in the attribution of the cause of death.
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The numbers are soaring. We tick off more than another million cases every other day. The latest 7-day
average is over 572 thousand cases daily with days now rising above 600 thousand. Could a million-case day be
far behind? It’s a relentless rise. Eleven countries have now reported more than one million cases with one,
Peru, projected to be there this coming week. With cases rising it is no surprise that deaths are also rising,
averaging of late 8,500 dead every day. There have been 10,000-death days. One piece of good news is that
the deaths/cases ratio has fallen overall to 2.4% down from 3%. And the daily average of deaths/cases is down
to around 2%. That’s a 33% drop overall. Better drugs and care are helping to keep the death rate down. But it
is nowhere near the common flu rate of 0.1%. Countries have, once again, moved into lockdowns and as they
rise, social tensions rise with those protesting the lockdowns or the wearing of masks vs. those who support
the wearing of masks and lockdowns. With that, there is no happy medium and no compromise when one is
badly needed.

Reported Coronavirus Cases and Deaths: November 15, 2020 15:53 GMT

Number of Cases: 54,544,313
Number of Deaths: 1,321,546
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Daily confirmed COVID-19 cases and deaths, United State
The confirmed counts shown here are lower than the total counts. The main reason for this is limited §sting anj

challenges in the attribution of the cause of death.
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The numbers in the U.S. go from bad to worse to even worse. Friday the 13" brought the U.S. over 188
thousand cases, a record at least until the next one, and over 1,400 dead. The expectation is growing that the
U.S. will soon see a 200 thousand day and even 300,000 day. Two states, Texas and California, are now over
one million cases. Florida, in third place, is chugging towards a million cases. The U.S. overall deaths/cases ratio
is now at 2.4% with the daily death/cases ratio having fallen to around 0.7% to 1.0%. Hospitals are filled to
capacity. Yet nowhere is the social divide more apparent than in the U.S., between those committed to
lockdowns and wearing a mask and those opposed. The divisions are as deep as the electoral divisions.

Reported Coronavirus Cases and Deaths: November 15, 2020 15:53 GMT

Number of Cases: 11,235,666
Number of Deaths: 251,285
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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 tgbting and
challenges in the attribution of the cause of death.

Our World
in Data
5,000

4,000

3,000

2,000

1,000

h.mnhhlmh

0 Daily confirmed deaths
Jan 1, 2020 Mar 11 Apr 30 Jun 19 Aug 8 Sep 27 Nov 13, 2020

Source: European CDC - Situation Update Worldwide — Last updated 13 November, 10:07 (London time)
QOurWorldInData.org/coronavirus « CC BY

Source: www.ourworldindata.org/coronavirus

The numbers are rising precipitously in Canada as well, particularly in Ontario and Quebec. Canada is expecting
10,000/day soon. Canada remains entrenched in 31° place globally for cases but 22" in deaths. Canada had a
particularly high death rate of around 7% back in the spring. Since then it has fallen to 3.8%, thanks to daily
rates now around 1.2%. A great drop over 80% in terms of deaths/cases. But as cases mount, so do the deaths.
Just that the ratio remains lower. In terms of cases/million, Canada is faring better than most—in 92" place.
But they are in 44" place in terms of deaths/million. The leader in deaths per million is tiny San Marino but
more realistic is Belgium in second place with an average 7 times the global rate. In terms of cases/millions the

leader is tiny Andorra but again more realistic is, once again, Belgium in fourth place again with a rate 6.5
times the global average.

Reported Coronavirus Cases and Deaths: November 15, 2020 15:53 GMT

Number of Cases: 291,931
Number of Deaths: 10,891
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US 10-Year Treasury Note, Canada 10-Year Government Bond (CGB)
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The announcement by Pfizer of a vaccine saw bond prices fall and yields rise on the expectation that would
translate into an improved economy. Not so fast. By the week’s end the COVID-19 was raging, the election was
in hot dispute, and instead of signs of a strengthening economy it was the opposite. Numbers that caught our
attention this past week were the Redbook Index that fell 1.2% in November, JOLTS job openings for
September that came in at 6,436 thousand below expectations of 6,500 thousand, and the Michigan Consumer
Sentiment Index that unexpectedly fell to 77 when the market had expected a reading of 82. The October
Michigan consumer sentiment index was at 81.8. It didn’t help that both Fed Chair Jerome Powell and Vice
Chair Randy Quarles gave downbeat talks suggesting a dark winter ahead. Quarles indicated that it could be
2023 before things really begin to turn around. Many other analysts are not looking for any real improvement
in employment until 2022. That was despite the weekly initial jobless claims that came in at 709 thousand
below the expectations of 735 thousand and the previous week at 757 thousand. No matter how one cuts it,
the jobless claims remain elevated. Inflation is also ticking up as the CPl was up 1.2%, about as forecast, while
core inflation rose 1.6% below expectations of a rise of 1.8%. The U.S. 10-year Treasury note tried to go higher
this past week, hitting a high of 0.98%. But then by week’s end it came right back down, closing at 0.89%. The
Canadian Government of Canada 10-year bond (CGB) did the same thing, hitting a high of 0.74% before closing
at 0.73%. Not quite as dramatic. The great bond yield rise could be over before it really begins. We had noted
resistance at 1.00% but do believe that over 1% the yield could rise towards 1.2%. We are in a little uptrend
but that would fail if the 10-year fell back below 0.80% and especially under 0.70%.
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When Pfizer announced the vaccine on Monday, the USS Index posted a solid turnaround. And then, as quickly
as it started, it fizzled. With a high of 93.19 the USS Index didn’t even make it back to the 50-day MA (93.40).
By the week’s end the USS Index closed off 0.5% from its high. On the week, the USS Index rose 0.6%. The
currencies were mixed with the euro down 0.4%, the Swiss franc off 1.3%, the Japanese yen down 1.2%, but
the pound sterling up 0.3%. The Cdn$ made a new high for its move to the upside, then reversed and closed
the week lower down 0.9%. The CdnS may have topped for the moment. Technically, the USS Index continues
to look weak as indicators that popped quickly turned down once again. The MACD never gave a buy signal
and the short-term trend remains down. Two areas of support loom below: the recent low at 92.12 and the
September 1 low of 91.75. If they fall, the USS Index is headed lower, possibly towards 88. The USS Index
needs to break out over 94 to suggest that a low might be in. With COVID raging once again, lockdowns
looming, a disputed election, and social unrest, the odds of a U.S. dollar rally appear slim.
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When the Pfizer vaccine was announced on Monday, November 9, the stock market and the U.S. dollar soared
but gold tanked and interest rates rose. Gold had a bad week, losing 3.4%. In the process gold almost made
new lows for the move down with a low of $1,854. The previous low was seen on September 24 at $1,851.
Friday, gold rebounded as the numbers for COVID-19 soared and everyone came to the realization that any
vaccine was still months away. Add in the disputed election, rising lockdowns, and social unrest over both the
election and COVID-19 restrictions, and the market turned around as gold rose, stocks wavered, and the U.S.
dollar fell back. On Friday gold regained 0.7%, closing 1.7% above the week’s low. Gold remains within its bear
channel and this week saw gold test the uptrend line from the March 2020 low. So far, it has held. Volume was
quite high on Monday when gold fell 5.0%. Gold had an outside reversal day but it was not a key reversal as no
new highs were seen. Gold has support at $1,854, then down to $1,851 but below that a fall towards $1,810 is
possible. Some maintain bear targets down to $1,760/51,790. We cannot rule that scenario out just yet. To the
upside, gold first needs to regain above $1,910 then above $1,965. The high this past week was at $1,966 and
we had noted earlier that it was important for gold to confirm its low with a solid close over $1,960. We never
got that. The high close was $1,951. Above $2,030 new highs are probable above $2,089, the August high. Gold
has some history of important lows in the November/December period. After that positive seasonals kick in.
Gold is down over $200 from its recent high or about 10%. In March 2020 gold lost $254 or 15%. So far, it feels
and looks like a normal correction within the context of a bull market. And yes, gold is in a bull market and
remains so. Only a major breakdown under $1,790 would turn gold into a bear market. There was no COT this
week as the Remembrance Day partial holiday pushed the COT reports out to Monday.
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Silver fell this past week along with gold, losing 3.5%. That was actually good as it could have been worse.
That’s the bad news. The good news is silver has not seen new lows, unlike gold. An interesting divergence
between the metals. Silver’s low for this corrective move is at $21.81 on September 24, 2020. The low this
week was at $23.81 and the most recent low was seen on October 29 at $22.62. The gold/silver ratio which
peaked at 131.14 back in March 2020 is currently at 76.13. A low of 68.63 was seen in August. The gold/silver
ratio continues to point down and we expect that this ratio should fall further. Silver prices tend to lead gold
prices both up and down, and with the ratio falling, the leadership to the upside is silver. Silver could be
forming a symmetrical triangle. There is support down to $23.60, then down to $22.90. A breakdown under
$22.90 could imply a move down to the 200-day MA near $20.35. A downward-sloping channel has support
currently near $19.40. Silver prices rebounded on Friday, gaining almost 2.0% as the COVID-19 numbers
soared. The RSl is currently neutral near 50. Silver first needs to regain above $25 but the real breakout
doesn’t come until silver is over $26. Above $28, new highs are probable. As with gold, there was no silver COT
this week.
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Gold stocks continue to trade in a corrective fashion in a gentle downward-sloping bear channel. It doesn’t
appear to us to be a descending triangle which would be characterized by a series of lower highs and relatively
flat lows. This channel has featured lower highs and lower lows more in line with a large bull flag. This past
week the TSX Gold Index (TGD) fell 8.2% while the Gold Bugs Index (HUI) dropped 8.9%. Essentially, the indices
gave back the gains they picked up the previous week. They failed to break out to the upside but continue to
hold the downside channel. The 200-day MA looms below at 330 and should act as support even if we were to
trade under it at some point. Of concern was the gap down seen on November 9 but downside follow-through
was minimal. We finished roughly 3.5% above the week’s low. We do note that the 50-day MA has crossed
over the 100-day MA, a negative development as followers of the MA crossovers will say they have a sell
signal. On the positive side we note that, despite the lower low this past week, the RSI did not make a lower
low, a divergence. The MACD indicator is also diverging. Despite these divergences, none of that is to suggest
that we are making a bottom. A bottom needs to be confirmed. For the TGD that means we need to break out
over 380 and then confirm it with a close over 400. It’s seemingly a tall order at this point. To the downside,
what’s key will be continuing to hold the bear channel and also preferably to hold the 200-day MA. If we are
witnessing a 5-point ABCDE correction, then this wave down may be our E wave. Any breakdown that takes us
below 290 would, however, signal we have entered a deeper bear market move to the downside.
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$WTIC Light Crude Oil - Cortinuous Cortract (ECD) CME @ StockCharts.com
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The announcement by Pfizer put a bit of spark in the beleaguered energy market as oil prices jumped and
energy stocks were snapped up. But by the end of the week reality was slowing returning to the market as oil
fell back against the backdrop of rising COVID-19 cases and lockdowns. Still, WTI oil managed to rise 8.1% on
the week, closing at $40.13. Natural gas (NG) also gained 3.5%. The energy stocks fared quite well as the ARCA

Oil &

Gas Index (XOIl) rose 19.8% and the TSX Energy Index (TEN) jumped 15.4%. Both indices gapped higher

this week breaking downtrend lines. The expectation is, however, that the XOl above could retest the breakout
line filling that gap. Support is now seen down to just under 600 on the index.

The optimism may be short-lived given the rise in COVID-19 cases and lockdowns. The wild card is the big
producers who at one point indicated they were poised to turn on the spigots, once again flooding the world
with oil in a desperate battle for market share. Saudi Arabia with its very cheap production costs would in that

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

27 of 29


http://www.stockcharts.com/

ENRICHED

I'NVESTING INCORPORATETD

case be a winner. High-cost fracking and dirty oilsands Alberta, both already reeling, would have yet another
nail punched in their coffins. Venezuela is also reeling; never mind the deep political divisions in the country.
The reality is the vaccine still won’t be available for months. Travel —whether by car, plane, or cruise ship—will
continue to be dampened, and for cruise lines already teetering on the edge of bankruptcy and irrelevancy, it
may be a final nail in the coffin. The IEA has downgraded its forecasts for 2021. They have indicated it will be
years before the market returns to any sense of normalcy.

All of this drop in demand hurts the potential for pipelines as well. The Keystone pipeline could fall as could the
Dakota Access pipeline. Here in Canada it could negatively impact Trans Mountain even as it chugs along to
completion. Refineries are also closing. Plants in North America, Europe, and Asia have been shutting down
due to the drop in demand. Some may never return and tens of thousands of jobs are being lost.

WTI oil continues to bounce around in a trading band that recently widened a bit from $34 to $43. To break
the band, it has to either firmly break down or break out to the upside. It doesn’t appear as if it is able to.
Downside risk remains while upside continues to appear limited. A war in the Middle East might change that
scenario. Is war possible? If it was, it would most likely involve the U.S. and Iran. What better a distraction
from a disputed election.

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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