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Dovish Musing, Barely Begun Bear, Positive Seasonality, Payroll Watch, Fear and Greed Phases, Toppy USD 

U.S. stock markets put in a strong up week thanks to musings from Fed Chair Jerome Powell that the Fed rate 
ǿŀǎ ŎƭƻǎƛƴƎ ƛƴ ƻƴ άƴŜǳǘǊŀƭέΦ Iŀǎ ǘƘŜ CŜŘ ǎǳŘŘŜƴƭȅ ǘǳǊƴŜŘ ŘƻǾƛǎƘΚ 9ƭǎŜǿƘŜǊŜΣ ƻǘƘŜǊ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǎǘƻŎk markets 
ƛƴŎƭǳŘƛƴƎ /ŀƴŀŘŀ ƭŀǊƎŜƭȅ ƛƎƴƻǊŜŘ tƻǿŜƭƭΩǎ ƳǳǎƛƴƎǎ ǿƛǘƘ ƳƻǊŜ ƳǳǘŜŘ ƎŀƛƴǎΦ {ƻ ƛǎ ǘƘƛǎ ƛǘΚ ¢ƘŜ ōŜŀǊ ƳŀǊƪŜǘ ƛǎ 
over? Hardly. There are no signs that the bear market that has barely begun is now over. Bear markets have 
many twists, turns and false starts. This is not to deny that markets could make it back to the highs seen in 
early October 2018. December, as we have noted, often brings positive markets. The question is how positive 
will December 2018 be. The global economy is showing signs of slowing. Watch carefully the nonfarm payrolls 
for November out this Friday December 7.   

This week we look at the psychology of markets. Markets are dominated by fear and greed. We note the 
phases of fear and greed and examine a few examples including the stock market, gold and our favourite 
Bitcoin. Bitcoin is a classic example given that it exploded in an enormous bubble topping twelve months ago 
at well over $19,000. Greed gripped the market. Now it is fear gripping the market in disbelief as Bitcoin has 
tumbled over 80% falling under $4,000. Bitcoin put in once again new 52-week lows.  

With the Fed appearing dovish bond yields fell this past week and the recession watch 2-10 year spread (page 
16) narrowed further. Although it is still not in recession territory. The U.S. dollar continues to twist and turn as 
ŀ ƭŀǊƎŜ ǘƻǇǇƛƴƎ ǇǊƻŎŜǎǎ ŎƻƴǘƛƴǳŜǎΦ DƻƭŘ ŀƴŘ ǘƘŜ ǇǊŜŎƛƻǳǎ ƳŜǘŀƭǎ ƛƴƛǘƛŀƭƭȅ ŀŎǘŜŘ ǇƻǎƛǘƛǾŜƭȅ ǘƻ tƻǿŜƭƭΩǎ ƴŜǳǘǊŀƭ 
declarations but as the U.S. dollar strengthened gold quickly gave back its gains. But with the U.S. dollar 
continuing to look toppy the gold and precious metals markets continue to look like they are making a bottom.  
As highlighted in our Chart of the Week (page 29), silver production has been declining.  Subsequent charts 
suggest that debt-fueled demand for alternative asset classes such as bonds, equities and real estate has 
hindered silver pricesΩ rising in response to this production decline.  We await a firm breakout that may not 
come until after the FOMC on December 19.  

Oil prices fell again to new 52-ǿŜŜƪ ƭƻǿǎ ōǳǘ ōȅ ǿŜŜƪΩǎ ŜƴŘ ǘƘŜȅ had rebounded and closed marginally higher.  
Nonetheless, energy exposure in the Canadian Dividend Strategy has been displaced by the industrial sector. 
Has oil bottomed? The beleaguered energy sector certainly hopes so.  

¢Ƙƛǎ ǿŜŜƪ ǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘǎ ƴŜŜŘ ǘƻ ŘŜƳƻƴǎǘǊŀǘŜ ǎƻƳŜ Ŧƻƭƭƻǿ ǘƘǊƻǳƎƘ ŦǊƻƳ ǘƘƛǎ Ǉŀǎǘ ǿŜŜƪΩǎ ǎǘǊƻƴƎ ǳǇ ƳƻǾŜΦ 
But will it? 

Have a great week! 

DC
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ά.ǳȅ ǿƘŜƴ ȅƻǳ ŀǊŜ ǎŎŀǊŜŘ ǘƻ ŘŜŀǘƘΤ ǎŜƭƭ ǿƘŜƴ ȅƻǳ ŀǊŜ ǘƛŎƪƭŜŘ ǘƻ ŘŜŀǘƘΦέ 
τmarket maxim (Cabot Market Letter, April 12, 2001) 

 
ά¢ƘŜǊŜΩǎ ƴƻǘƘƛƴƎ ǿǊƻƴƎ ǿƛǘƘ ŎŀǎƘΦ Lǘ ƎƛǾŜǎ ȅƻǳ ǘƛƳŜ ǘƻ ǘƘƛƴƪΦέ 

τRobert Prechter, Jr. (Elliott Wave theorist) 
 

άLŦ ƛƴǾŜǎǘƛƴƎ ƛǎ ŜƴǘŜǊǘŀƛƴƛƴƎΣ ƛŦ ȅƻǳ ŀǊŜ ƘŀǾƛƴƎ ŦǳƴΣ ȅƻǳΩǊŜ ǇǊƻōŀōƭȅ ƴƻǘ ƳŀƪƛƴƎ ŀƴȅ ƳƻƴŜȅΦ DƻƻŘ ƛƴǾŜǎǘƳŜƴǘ 
ƛǎ ōƻǊƛƴƎΦέ 

τGeorge Soros (financier, philanthropist, political activist, author, philosopher, 1930ς) 
 

It is like night follows day, and like the four seasons spring, summer, fall and winter follow each other. It 
ŘƻŜǎƴΩǘ ƳŀǘǘŜǊ ǿƘŜǊŜ ȅƻǳ ǎǘŀǊǘΤ ǘƘŜ ƻǊŘŜǊ ǎǘŀȅǎ ǘƘŜ ǎŀƳŜΦ ¢ƘŜ ŜŎƻƴƻƳȅ ŀƴŘ ǘƘŜ ƳŀǊƪŜǘǎ ŀƭǎƻ Ŧƻƭƭƻǿ ŀƴ ƻǊŘŜǊΦ 
For the economy, the order is prosperity phase, recession phase, contraction phase, and recovery phase; or, if 
you wish, boom, slow down, bust, and recovery. Some also call it expansion, peak, contraction, and trough. 
Nonetheless, the order remains roughly the same. The stock market also follows a path generally as early bull, 
middle bull, late bull, peak or top, early bear, middle bear, late bear, and trough. Unlike night and day and the 
seasons, the economy and the stock market do not follow a set period. And therein lies the difficulty of 
predicting the economy and the stock market.  
 
Below is an interesting depiction of the economy and the stock market: 
 

 
Source: www.standardandpoors.com  

The chart also includes which sectors are likely to do well during each phase of the stock market and the 
economy. Again, the timing is not easily predictable nor is the behaviour of each of the sectors. No wonder 
when one writes about the stock market and the economy the disclaimers at the bottom are essential. Past 
performance is no guarantee of future results.  However, if we tell you winter will start on December 21 and 
ŜƴŘ ƻƴ aŀǊŎƘ нлΣ ǿŜ Ŏŀƴ ƎǳŀǊŀƴǘŜŜ ƛǘΦ ²Ŝ ŎŀƴΩǘ ƎǳŀǊŀƴǘŜŜ ǿƘŜǘƘŜǊ ƛǘ ǿƛƭƭ ǎƴƻǿ ƻǊ ƴƻǘΦ  
 

http://www.standardandpoors.com/
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Below is one of my favourites. A psychology chart of a market cycle. We have witnessed a few markets that fit 
this profile perfectly. One of the first comparable charts we saw was the gold market of 1976ς1985. That 
covered the disbelief to the euphoria through to anger and depression. The gold bull market lasted from 1976 
to 1980. The gold bear lasted from 1980 to 2001, although along the way there were a few good rallies.  
 

 
Source: www.wallstcheatsheet.com  

 
The recent Bitcoin market is a textbook example of the above chart. Note Bitcoin below. One should note that 
the Bitcoin market from bubble to collapse is not over yet. But we could be entering the panic phase. That tells 
ǳǎ ǿŜ ƘŀǾŜƴΩǘ ǊŜŀŎƘŜŘ ǘƘŜ ŀƴƎŜǊ ŀƴŘ ŘŜǇǊŜǎǎƛƻƴ ǎǘŀƎŜΦ DƛǾŜƴ ǘƘŀǘ .ƛǘŎƻƛƴ Ƙŀǎ ŦŀƭƭŜƴ ул҈ ƻƴŜ ǿƻǳƭŘ ǘƘƛƴƪ ǘƘŀǘ 
ǘƘŜ Ǉŀƛƴ ƛǎ ƻǾŜǊΦ .ǳǘ ƛǘ ǇǊƻōŀōƭȅ ƛǎƴΩǘΦ  
 
 
 

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

 
The recent bull market in stocks is also an excellent example.  
 

 
Source: www.stockcharts.com   

 
²ŜΩǾŜ ƭŀōŜƭƭŜŘ ǘƘƛǎ ǎƻƳŜǿƘŀǘ ŘƛŦŦŜrently but the result is the same. Extreme Euphoria accompanied the top in 
January 2018. Following the trade war correction in February/April the market rebounded once again. This led 
ǘƻ ŎƻƳǇƭŀŎŜƴŎȅΦ ¢ƘŜ ōŜƭƛŜŦ ǿŀǎ ǘƘŀǘ ŜǾŜƴ ¢ǊǳƳǇΩǎ ǘǊŀŘŜ ǿŀǊǎ ŎƻǳƭŘƴΩǘ ǎǘƻp the market. But once again the 
ǊŜǎǳƭǘ ǿŀǎ ǘƘŜ ŘƻǿƴŘǊŀŦǘ ƛƴ hŎǘƻōŜǊΦ LǘΩǎ ŜŀǊƭȅΣ ōǳǘ ƻǳǊ ǎǳǎǇƛŎƛƻƴ ƛǎ ǘƘŀǘ ǿŜ ŀǊŜ ǎǘƛƭƭ ƛƴ ǘƘŜ ŎƻƳǇƭŀŎŜƴŎȅ ǎǘŀƎŜ 
where the belief will be that the market will regain its foothold and once again start an up leg. We doubt that, 
but then bear markets are tricky and will give off many false starts.  

http://www.stockcharts.com/
http://www.stockcharts.com/
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Source: www.stockcharts.com   
 
The gold bull (2001ς2011) and bear (2011ς2015) is another excellent example of market psychology. Once 

again, we labelled it a bit differently to show the different stages. Gold went through a few corrections on its 

way to the top first in 2008. The 2008 correction was the steepest, but we note corrections through 2003, 

2004ς2005, and 2006ς2007. Following the 2008 low the market went almost straight up to the September 

2011 top. This was the thrill and euphoria stage. What followed was the 2012 market where many believed 

that this was just another correction. In other words, complacency had set in and the firm belief was that all 

we had to do is wait for the next stage of the rally. The gold market was slammed in April 2013 and anxiety 

turned to denial and panic. By the time the market bottomed in December 2015 one was hard pressed to find 

a gold bull anywhere.    

But the rebound since December 2015 has been quite inconclusive. This is typical of disbelief, that all of this 

Ƙŀǎ Ƨǳǎǘ ōŜŜƴ ŀ ǎǳŎƪŜǊΩǎ ǊŀƭƭȅΦ !ƴŘ ǎƻ ŦŀǊΣ ǘƘŀǘ ƛǎ ǿƘŀǘ ƛǘ ƭƻƻƪǎ ƭƛƪŜΦ hƴŎŜ ŀƎŀƛƴΣ ǎŜƴǘƛƳŜƴǘ ƛƴ ǘƘŜ ƎƻƭŘ ƳŀǊƪŜǘ Ƙŀǎ 

plummeted and one would find it difficult to find many gold bulls around. Yet it has all the earmarks of setting 

up for another strong move to the upside.  

!ǎ ǘƘŜ ƳŀȄƛƳ ǎŀȅǎΣ ά.ǳȅ ǿƘŜƴ ȅƻǳ ŀǊŜ ǎŎŀǊŜŘ ǘƻ ŘŜŀǘƘΤ ǎŜƭƭ ǿƘŜƴ ȅƻǳ ŀǊŜ ǘƛŎƪƭŜŘ ǘƻ ŘŜŀǘƘΦέ !ǎ ŦƻǊ ǘƘŜ ǎǘƻŎƪ 

market, the seasons are shifting from a top to early bear. It is good to know where you are in the cycle.  

http://www.stockcharts.com/
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Bitcoin Watch! 

 

Source: www.coindesk.com  

ά5ƻǿƴΣ ŘƻǿƴΣ Řƻǿƴ ƛǘ ƎƻŜǎΦ ²ƘŜǊŜ ƛǘ ǎǘƻǇǎ ƴƻōƻŘȅ ƪƴƻǿǎΦέ 
τunattributed expression 

 
One of the biggest bubbles ever has burst. It is possible, though, that Bitcoin has fallen into the capitulation 
ǎǘŀƎŜΦ ²Ŝ Ƨǳǎǘ ŘƻƴΩǘ ƪƴƻǿ Ƙƻǿ ƭƻǿ ǘƘƛǎ ŎƻƭƭŀǇǎŜ Ŏŀƴ ǘŀƪŜ ǳǎΦ ¢Ƙƛǎ Ǉŀǎǘ ǿŜŜƪΣ .ƛǘŎƻƛƴ ŦŜƭƭ ǳƴŘŜǊ ϷпΣлллΣ ŦŀƭƭƛƴƎ 
near $3,500 at one point. The collapse under $6,000 suggested a minimum decline to around $3,700. Target 
achieved. But if Bitcoin keeps falling, the next target could be down to $2,200 or even lower. There are many 
ǿŀȅǎ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŦƻǊ .ƛǘŎƻƛƴΩǎ ŘŜŎƭƛƴŜΦ bƻƴŜ ƻŦ ǘƘŜƳ ŀre positive and ultimately Bitcoin could be 
back under $1,000.  

http://www.coindesk.com/
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The alternative currency at one time had a market cap of $327 billion, and many were suggesting that it could 
go to $1 trillion. Now it is headed the other way. The current market cap for Bitcoin at Coin Market Cap 
(www.coinmarketcap.com) is around $70 billion and falling. The market cap of all the cryptocurrencies has 
ŦŀƭƭŜƴ ǘƻ Ƨǳǎǘ ǳƴŘŜǊ Ϸмол ōƛƭƭƛƻƴΦ ¢ƘŀǘΩǎ Řƻǿƴ ǊƻǳƎƘƭȅ Ϸф ōƛƭƭƛƻƴ ƻƴ ǘƘŜ ǿŜŜƪΦ ¢Ƙe number of cryptocurrencies 
ƭƛǎǘŜŘ ƛǎ ŎǳǊǊŜƴǘƭȅ нΣлтсΣ ŀƴ ƛƴŎǊŜŀǎŜ ƻŦ р ŦǊƻƳ ǘƘŜ ǇǊŜǾƛƻǳǎ ǿŜŜƪΦ LǘΩǎ ƘŀǊŘ ǘƻ ōŜƭƛŜǾŜ ǘƘŀǘ ǘƘŜȅ ŀǊŜ ǎǘƛƭƭ ƛǎǎǳƛƴƎ 
new cryptosτŀ ǎƛƎƴ ǘƻ ǳǎ ǘƘŀǘ ǘƘƛǎ ƳŀǊƪŜǘ ƘŀǎƴΩǘ ōƻǘǘƻƳŜŘΦ That they are still showing signs of hopeτor 
maybe ŘƛǎōŜƭƛŜŦ ǘƘŀǘ ƛǘ ǿƻƴΩǘ Ŧŀƭƭ ƳǳŎƘ ŦǳǊǘƘŜǊΣ ǎƻ ƎŜǘ ƛƴ ƻƴ ƛǘ ƴƻǿτindicates a perfect state of denial. There 
are 9 cryptos with a market cap over $1 billion, up from 8 last week. Bitcoin represents almost 54% of the total 
crypto market. The number of dead coins registered at Dead Coins (www.deadcoins.com) remains at 934.  
 
It is pointless to go over the many reasons why this market has collapsed. What continues to fascinate us is the 
ŎǊȅǇǘƻŎǳǊǊŜƴŎƛŜǎΩ ƳŀǊƪŜǘ ōŜƭƛŜŦ ǘƘŀǘ they will rise from the dead and dying. Those horses have long since left 
the barn. Overall, this market remains in denial that it is a spent force.  
 

 
        Source: www.stockcharts.com  

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

 
 

  % Gains (Losses)                                                           Trends     
 

 Close 
Dec 31/17 

Close 
Nov 30/18 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly (Long 
Term) 

Stock Market Indices        

S&P 500 2,673.63 2,759.99 4.8% 3.2% neutral down (weak) up (topping) 

Dow Jones Industrials 24,719.22 24,538.46 5.2% 3.3% 
 

neutral neutral up (topping) 

Dow Jones Transports 10,612.29 10,820.20 4.4% 2.0% up neutral up (topping) 

NASDAQ 6,903.39 7,330.54 5.6% 6.2% neutral down  up (topping) 

S&P/TSX Composite 16,209.13 15,197.82 1.3% (6.2)% neutral down neutral 

S&P/TSX Venture (CDNX) 850.72 589.52 (new 
lows) 

(2.1)% (30.7)% down down  down  

Russell 2000 1,535.51 1,533.26 3.0% (0.2)% neutral down up (topping) 

MSCI World Index 2,046.47 1,806.32 1.0% (11.7)% down (weak) down  neutral 

NYSE Bitcoin Index  14,492.18 3,979.04 (new 
lows) 

(7.1)% (72.5)% down  down  down 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 192.31 145.04 (1.9)% (24.6)% down  down  down  

TSX Gold Index (TGD) 195.71 164.35 (1.4)% (16.0)% neutral  down down 

        

Fixed Income Yields/Spreads        

U.S. 10-Year Treasury yield 2.40 3.01 (1.3)% 25.4%    

Cdn. 10-Year Bond yield 2.04 2.27 (3.4)% 11.3%    

Recession Watch Spreads        

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

0.51 0.21 (12.5)% (58.8)%    

Cdn 2-year 10-year CGB 
spread 

0.36 0.11 10.0% (69.4)%    

        

Currencies        

US$ Index 91.99 97.20 0.4% 5.7% up up  neutral 

Canadian $ 0.7990 0.7527 (0.3)% (5.8)% down  down  down (weak) 

Euro 120.03 113.19 (0.1)% (5.7)% down  down  neutral 

British Pound 135.04 127.45 (0.5)% (5.6)% down   down down  

Japanese Yen 88.76 88.12 (0.6)% (0.7)% down   down  down (weak) 

 (weak        

Precious Metals        

Gold 1,309.30 1,223.20 (0.3)% (6.8)% neutral down down (weak) 

Silver 17.15 14.22 (0.1)% (17.1)% down down down 

Platinum 938.30 799.80 (5.4)%  (14.8)% down down  down 

        

Base Metals        

Palladium 1,061.00 1,168.60 (new 
highs) 

4.9% 10.1% up up up  

Copper 3.30 2.79 0.7% (15.5)% up  down up (weak) 

         

Energy        

WTI Oil 60.42 50.42 (new lows) 1.0% (15.7)% down down neutral 

Natural Gas 2.95 4.61 5.7% 56.3% up up  up  

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

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

Lǘ ǿŀǎ ŀ ƎŀƴƎōǳǎǘŜǊǎΩ ǿŜŜƪ ŦƻǊ ǘƘŜ ¦Φ{Φ ǎǘƻŎƪ ƳŀǊƪŜǘǎΦ 9ǾŜǊȅ Řŀȅ ƛǘ ǿŀǎ ǳǇ and up. The market was spurred on 

ōȅ CŜŘ /ƘŀƛǊ WŜǊƻƳŜ tƻǿŜƭƭΩǎ ƳǳǎƛƴƎǎ ǘƘŀǘ ǘƘŜ CŜŘ ǊŀǘŜ Ƴŀȅ ōŜ ŀǇǇǊƻŀŎƘƛƴƎ ƴŜǳǘǊŀƭΦ ¢Ƙŀǘ ƘŜƭǇŜŘ ǎǇŀǊƪ ǘƘŜ 

markets. The S&P 500 jumped 4.8%, the Dow Jones Industrials (DJI) was up 5.2%, the Dow Jones 

Transportations (DJT) rose 4.4%, and the NASDAQ jumped 5.6%. It put all the indices in black once again for 

the year. On the surface at least, the jump this past week may signal the year might be salvaged. The small cap 

Russell 2000 also rose but a more subdued 3% while the TSX Composite rose only 1.3%, held down by ongoing 

weakness in materials and energy. Only the TSX Venture Exchange (CDNX) continued its woeful ways, falling to 

new 52-week lows, down 2.1% on the week. The junior index is down a horrible 30% this year. The bear 

market has been insufferable.  

Internationally, the MSCI World Index (MSCI) gained about 1%, the London FTSE 100 was up 0.4% shaking off 

Brexit woes, the Paris CAC 40 gained 0.6%, while the German DAX was up a small 0.1%. In Asia, the Chinese 

Shanghai Index (SSEC) was down 2.4% and remains one of the weakest of the international markets, down 

21.7% on the year. The Tokyo Nikkei Dow (TKN) jumped 3.9%.  

¢ƘŜ ǊƛǎŜ ǘƘƛǎ ǿŜŜƪ ǿŀǎƴΩǘ ƻƴ ƎǊŜŀǘ ǾƻƭǳƳŜ ŀƭǘƘƻǳƎƘ ƛǘ ŘƛŘ ǇƛŎƪ ǳǇ ōȅ CǊƛŘŀȅΦ ²Ŝ ŀǇǇŜŀǊ ǘƻ ƘŀǾŜ ŎƻƳǇƭŜǘŜŘ ƻƴe 

wave down from the top on October 3 while the current wave is inconclusive. The first wave down bottomed 

http://www.stockcharts.com/
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ŀǘ нΣсло ƻƴ hŎǘƻōŜǊ нфΦ ¢ƘŜ ǎŜŎƻƴŘ ǿŀǾŜ Ƴŀȅ ƘŀǾŜ ǘƻǇǇŜŘΣ ŀƭǘƘƻǳƎƘ ǿŜ ǎǳǎǇŜŎǘ ǘƘŀǘ ƛǘ ƘŀǎƴΩǘ ŀƴŘ ǿŜ ŀǊŜ ƴƻǿ 

in the process of making what should be the C wave of an ABC correction. We have noted that December 

tends to be positive. A rally could extend into year-ŜƴŘ ŦƻǊ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ΨΩ{ŀƴǘŀ /ƭŀǳǎέ ǊŀƭƭȅΦ Lƴ ǘƘŜƻǊȅΣ ǘƘŜ 

wave that topped on November 7 at 2,815 may be sufficient to complete the second wave. If that is correct, 

then the jump this past week is merely a correction to the wave that bottomed on November 23 at 2,631. Any 

move now up through 2,800 would suggest further gains should lie ahead. We doubt, however, that the 

market would make new highs even if the S&P 500 did make it through 2,800. Failure to follow through to the 

upside this coming week could be potentially negative.  

 
         Source: www.stockcharts.com 

Unlike the S&P 500, the NASDAQ did make new lows below the October 29 low on November 23. We have 

seen corrective B waves make new lows (or highs) in the past, but it could be signalling that the rebound from 

October 29 is over. Unlike the S&P 500, the NASDAQ failed to regain the 50-day MA. The short-term trend only 

turned neutral this past week from down while the intermediate trend remained down. Most indices weekly 

intermediate trend is in down modes, suggesting to us that the bear market is underway. The question right 

now is, can the rally that was started this week have some life to it through December? The NASDAQ is being 

weighed down by the FAANGs. The former leaders to the upside are still leading, but this time the leadership is 

ǘƻ ǘƘŜ ŘƻǿƴǎƛŘŜΦ ²Ŝ ŀƭǎƻ ŘƻƴΩǘ ƳƛƴŘ ǎŜŜƛƴƎ ŘƛǾŜǊƎŜƴŎŜǎ between the markets at this stage. Divergences 

suggest that one market could make somewhat higher highs but others do not. Only above 7,700 does the 

NASDAQ look a little more positive. Otherwise, rallies are an excuse to sell NASDAQ stocks. 

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

The MSCI World Index (MSCI) suggests to us that we are in a bear market. The MSCI Index has been 

relentlessly down since January 2018. This is a market entrenched in a downtrend. Emerging markets are the 

Achilles heel for the global stock markets and emerging market debt is potentially dangerous enough to spark 

a banking crisis if defaults occurred. And there is no shortage of potential country defaults. Major international 

indices are either pointed down or appear to be making a very broad top (TKN comes to mind). Few, if any, 

appear to be headed higher. The Brazil Bovespa Stock Exchange appears to be an exception as it recently made 

new highs. 

http://www.stockcharts.com/


 

 
 

12 of 32 

 

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

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

 

  

Source: www.stockcharts.com 

The TSX Composite is no exception to markets now caught in the grip of a bear market. Note the TSX made 

new lows below the FebruaryςApril lows. The TSX recovered this past week, but it was feeble. We can 

categorize the various TSX sub-indices into roughly three categories: Topping, Bearish, Bullish. Most continue 

to look toppy but could remain somewhat bullishτGlobal Mining, Industrials, Real Estate, High Tech, 

Consumer Discretionary, and Consumer Staples. Ones that still look bullish include Health Care and 

Telecommunications. The ones that are bearish are Energy, Utilities, Financials, Materials, and Gold; although, 

as we note, the Gold sub-index could be forming a bottom here, but in the interim still is bearish. The large cap 

TSX 60 is outperforming the TSX Composite and still looks mildly bullish, but it could be topping. Most indices 

are either topping or are in early bear. Only Gold appears to be in late bear. 

http://www.stockcharts.com/


 

 
 

13 of 32 

 

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

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

 

 

Source: www.stockcharts.com 

Here is a very long-term chart of Apple (AAPL) dating way back to its beginnings in the mid-eighties. What it 

looks like to us is that Apple may have completed an important five-wave advance from the lows of 2002ς

2003. Still, the wave may only be the third wave within a much longer-ǘŜǊƳ ǳǇǘǊŜƴŘΦ ²Ƙŀǘ ǿŜΩŘ ŜȄǇŜŎǘ ƴƻǿ ƛǎ 

a sharp period of correction more akin to what was seen 1999ς2003. That one saw Apple fall 83%. Ouch! That 

would pull Apple today down to about $40. Even a good Fibonacci 38.2% correction would take Apple down to 

ŀǊƻǳƴŘ ϷмслΦ {ǳǊǇǊƛǎƛƴƎƭȅΣ ŀǘ Ϸмту ǘƘŀǘΩǎ ƴƻǘ ǘƘŀǘ ŦŀǊΦ ! ōŜǘǘŜǊ ƻƴŜ ǿƻǳƭŘ ōŜ ŘŜŎƭƛƴŜ ǘƻ ŀǊƻǳƴŘ ϷфлκϷмллΦ ¢Ƙŀǘ 

ǿƻǳƭŘƴΩǘ ōŜ ŦŀǊ-fetched and would be considered a normal correction, given the long run from 80 cents in 

2003 to the top at $232.   

http://www.stockcharts.com/


 

 
 

14 of 32 

 

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

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

 

 

Source: www.advisorsperspectives.com, www.dshort.com  

The October margin numbers are out. Overall margin debt has fallen in line with the market during October. 

This chart looks at a bigger picture of margin debt. What it encompasses is cash and credit balances in margin 

accounts minus margin debt. What it shows is that overall margin debt is astronomical compared to earlier 

periods, including the tech-bubble era and the housing crisis sub-prime crisis leading to the crash of 2008. It is 

a mind-boggling chart that, we believe, can only end in a disaster. Despite the drop in the market in October 

the negative balances eased only slightly. Of course, the alternative is that this time it is really different. But if 

one had looked at the numbers back in 2007 vs. 2000 one would have thought there was no problem. Well, no 

problem until there was one.  


