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Not final top, trade war spook, sliding economic numbers, falling bond yields, metals below breakout 
  
Have the markets topped? No, not necessarily the final top but another top comparable to January 2018 and 
September/October 2018. We have a look at it in a few ways. Although the Canadian Dividend Strategy 
remains fully invested, it is designed to allocate to cash in the event of a sustained downturn.  As with the 
previous declines it is the U.S./China trade war that is once again spooking the markets. We take a look at 
ǿƘŀǘΩǎ ƎƻƛƴƎ ƻƴΦ 
  
Recession? What recession. No sign yet according to our recession watch spread (page 17) but our Chart of the 
Week (page 30) highlights slipping and sliding areas in the U.S. economic numbers. Bond yields have been 
falling despite there being no recession nor QE. 
  
Gold and silver rose this past week but remain below potential break out points. No follow through and the 
gold stocks were weak signaling that gold and silver are likely to fall again. Oil prices fell as well as a negative 
response to the trade war. 
  
Monday May 27 is the U.S. Memorial Day holiday. 
  
Have a great week! 
  
DC 
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άLƴǾŜǎǘƻǊǎ ƻǇŜǊŀǘŜ ǿƛǘƘ ƭƛƳƛǘŜŘ ŦǳƴŘǎ ŀƴŘ ƭƛƳƛǘŜŘ ƛƴǘŜƭƭƛƎŜƴŎŜΤ ǘƘŜȅ ŘƻƴΩǘ ƴŜŜŘ ǘƻ ƪƴƻǿ ŜǾerything. As long 
ŀǎ ǘƘŜȅ ǳƴŘŜǊǎǘŀƴŘ ǎƻƳŜǘƘƛƴƎ ōŜǘǘŜǊ ǘƘŀƴ ƻǘƘŜǊǎΣ ǘƘŜȅ ƘŀǾŜ ŀƴ ŜŘƎŜΦΩΩ 

τGeorge Soros, financier, philanthropist, political activist, author and publisher, b. 1930 
 

ά²ŀƭƭ {ǘǊŜŜǘΩǎ ƎǊŀǾŜȅŀǊŘǎ ŀǊŜ ŦƛƭƭŜŘ ǿƛǘƘ ƳŜƴ ǿƘƻ ǿŜǊŜ ǊƛƎƘǘ ǘƻƻ ǎƻƻƴΦέ 
τWilliam Peter Hamilton, editor, Wall Street Journal, The Stock Market Barometer, 1922, 1867ς1929  

 
ά²ƘŜƴŜǾŜǊ ŀ ǿŜƭƭ-known bearish analyst is interviewed in the financial press, it usually coincides with an 

important near-ǘŜǊƳ ƳŀǊƪŜǘ ōƻǘǘƻƳΦέ 
τCliff Droke, author, market analyst, www.cliffdroke.com  

 
 

ά.ŜŀǘΗ ōŜŀǘΗ ŘǊǳƳǎΗ ōƭƻǿ! τbugles! blow! 
Through the windows through doorsτōǳǊǎǘ ƭƛƪŜ ŀ ǊǳǘƘƭŜǎǎ ŦƻǊŎŜέ 
τWalt Whitman, American poet, essayist, journalist, 1819ς1892 

 
War ŘǊǳƳǎ ŎƻƴǘƛƴǳŜ ǘƻ ǇƻǳƴŘΦ !ƴŘΣ ƴƻ ǿŜ ŘƻƴΩǘ ƳŜŀƴ ǘƘŜ ǿŀǊ ŘǊǳƳǎ ŘƛǊŜŎǘŜŘ ŀǘ LǊŀƴΣ ±ŜƴŜȊǳŜƭŀΣ ƻǊ ŜǾŜƴ 
Russia and China. These are the war drums of a trade war that is becoming incessant and dangerous. One 
Chinese official speculated that this trade war could last until 2035. He could be right. The two sides are not 
even talking. It is being suggested that a one-on-one is becoming essential for Trump and Xi at the G20 in June. 
Another Chinese official evoked memories of past treaties by saying "this sounds like a return to 1840. Is that 
fair?" He was referring to the treaty the Qing Dynasty was forced to sign after losing the First Opium War in 
1839ς1842.  
 
Curiously, the First Opium War broke out between China and Britain because of the huge trade deficits that 
Britain was running with China. China exported predominately tea, porcelain, and silk. Britain sent them 
money in those days in the form of silverτlots of it. The trouble was the pound sterling was under pressure 
and Britain was indebted because of its wars, particularly the Napoleonic wars, which resulted in huge trade 
deficits for them. The solution was to export opium to China τ lots of it. The opium came from Northern India. 
The opium triggered a drug crisis in China which the Chinese tried to put a stop to. When, in 1839, China 
arrested a British opium trader and destroyed the opium, that became the excuse to send in the British fleet to 
bring the Qing Dynasty to heal. China lost, the Qing dynasty was seriously weakened, China was forced to sign 
an unfavourable treaty, and China began to experience internal problems as the people became disillusioned 
with the Qing rulers.  
 
Not that today can be compared with what took place in the 19th century, but there is some similarity. China 
sends goods to the U.S. and China collects U.S. dollars which they then use to purchase U.S. treasuries. At last 
count China had $1.1 trillion, the largest foreign holding of U.S. treasuries. Many have talked about China using 
the nuclear option in the trade war with the U.S. The nuclear option is to sell its vast holdings of U.S. 
ǘǊŜŀǎǳǊƛŜǎΦ 9ȄŎŜǇǘ ǘƘŀǘ ǿƻǳƭŘƴΩǘ ǿƻǊƪ ŦƻǊ ŜƛǘƘŜǊ ŀǎ ƛǘ ŎƻǳƭŘ Ǉǳǘ ǳǇǿŀǊŘ ǇǊŜǎǎǳǊŜ ƻƴ ¦Φ{Φ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΣ ŦƻǊŎƛƴƎ 
the price of the U.S. treasuries to fall. The Fed could buy the treasuries as could other central banks; this would 
ōŜ ǎƛƳƛƭŀǊ ǘƻ ǉǳŀƴǘƛǘŀǘƛǾŜ ŜŀǎƛƴƎ ōǳǘ ƛƴ /ƘƛƴŀΩǎ ŦŀǾƻǳǊΦ ¢ƘŜ ƴǳŎƭŜŀǊ ƻǇǘƛƻƴ ƛǎ ƴƻǘ ƭƛƪŜƭȅ ǘƻ ƘŀǇǇŜƴΦ  

http://www.cliffdroke.com/
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Instead of talking, the trade war has deepened. The stock market is now reactingτto the downside. Should 
that be a surprise? Probably not. It seems that Wall Street thinks it will continue for a lot longer than people 
expect. Both the U.S. and China appear to be hardening their positions. Hard hit will be the technology sector. 
²ŜΩƭƭ ƘŀǾŜ ǘƻ ŀǿŀƛǘ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ǇǊƻŦƛǘǎΦ !ǎ ǘƻ ǘhe economy, that remains to be seen but retail sales are 
sliding, construction spending has turned negative, and home sales are falling. Mortgage rates are also falling, 
it seems, in response to falling home sales as lending institutions attempt to revive business.  
 
The current round started when the U.S. hiked the tariffs on $200 billion of Chinese goods to 25% from 10%. It 
has been escalating from there. Now the U.S. has banned the giant Chinese tech company Huawei, preventing 
it from buying U.S. components. The semi-conductor index (SOX) has fallen 17.5% since topping on April 24, 
2019. Is that the fate for the broader market as well? The SOX is trying to find support at the 200-day MA. Will 
it hold?  
 

 
Source: www.stockcharts.com  

 
.ǳǘ ƛǘ ǿŀǎƴΩǘ Ƨǳǎǘ ǎŜƳƛ-conductor stocks taking a hit. There was fear that a slowdown involving the U.S. and 
/Ƙƛƴŀ ŎƻǳƭŘ ƴŜƎŀǘƛǾŜƭȅ ƛƳǇŀŎǘ ƻƛƭ ŘŜƳŀƴŘΦ ²¢L ƻƛƭ ŦŜƭƭ ƻǾŜǊ р҈ ƻƴ aŀȅ ноΣ нлмфΦ ²ŀǊ ǿƛǘƘ LǊŀƴΚ ¢Ƙŀǘ ŘƻŜǎƴΩǘ 
seem to be a concern. The result was energy stocks fell sharply as well, down about 3.5%.  

http://www.stockcharts.com/
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Business is becoming concerned as they depend on the supply chains from China. Higher costs will be passed 
on to consumers. It is expected that the tariffs could also add to inflation.  
 
With the Huawei ban, the fear is that China will counter and aim at Apple. The U.S. has warned that other 
Chinese tech companies could suffer the same fate as Huawei. An attack on more companies would most likely 
engender a counterattack on U.S. companies. Chinese President Xi Jinping has warned Chinese consumers that 
/Ƙƛƴŀ Ƴŀȅ ƘŀǾŜ ǘƻ ŜƴŘǳǊŜ ŀƴƻǘƘŜǊ ά[ƻƴƎ aŀǊŎƘΦέ  
 
ά!ƭƭ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ ǇŜƻǇƭŜ ŀǊŜ ǊŜŀŘȅ ǘƻ ŜƳōŀǊƪ ƻƴ ŀ ƴŜǿ Ψ[ƻƴƎ aŀǊŎƘΩ ƧƻǳǊƴŜȅ ǿƛǘƘ ƎǊŜŀǘŜǊ ŎƻǳǊŀƎŜ ŀƴŘ 

resilience and will never yield to foreign bullying and assault," state-run Xinhua News Agency said in 
a commentary on Friday. 

- www.xinhuanet.com/english/ May 24, 2019 
 

 
Source: www.ndr.com, www.cnbc.com  

 
The IMF has weighed in that the tariffs have been borne almost entirely by U.S. importers. Those costs, of 

course, will be passed on to the consumer. American business is becomƛƴƎ ŎƻƴŎŜǊƴŜŘΦ άCƛƭƭƛƴƎ ¦Φ{Φ ŎƻŦŦŜǊǎέ 

with $100 billion a year according to Trump is just not going to happen. Chinese firms and consumers are also 

ŦƻƻǘƛƴƎ Ƴƻǎǘ ƻŦ .ŜƛƧƛƴƎΩǎ ŎƻǳƴǘŜǊƳŜŀǎǳǊŜǎΦ hƴ ōƻǘƘ ǎƛŘŜǎ ŦƛǊƳǎ ŀƴŘ ŎƻƴǎǳƳŜǊǎ ŀǊŜ ōŜƛƴƎ ƘǳǊǘΦ !ǘ ǘƘƛǎ Ǉƻƛƴǘ 

neither will be crippled by the trade war. But what if it gets worse?  

https://www.bloomberg.com/news/terminal/PRTXEFT0AFB4
https://www.bloomberg.com/news/terminal/PS04EU3V7U9S
http://www.xinhuanet.com/english/
http://www.ndr.com/
http://www.cnbc.com/
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China can hit the U.S. in other ways. China accounts for more than 90% of global rare earth mine production. 

Rare earths are used in everything from ceramics to consumer electronics. And, of course, they are used in 

military components. While China does import rare earths as well, including from the U.S., it also exports rare 

earths to the U.S. Rare earths could be on the agenda for banning.  

5ŜǎǇƛǘŜ ǘƘŜ ǘŀǊƛŦŦǎ ŀƴŘ ¢ǊǳƳǇΩǎ Ŏŀƭƭǎ ǘƘŀǘ ǘƘŜ U.S. can win the trade war, the U.S. trade deficit has actually been 

widening.  

U.S. Balance of Trade 

 

Source: www.tradingeconomics.com, www.census.gov  

The U.S. trade deficit has been on a downward path since late 2013. The trade deficit has also been widening 

since Trump started the trade war in January 2018. In December 2018 the trade deficit hit $59.9 billion, the 

highest level since August 2000 when it hit $67.8 billion. The March 2019 trade deficit was $50.0 billion, 

following a $49.3 billion deficit in February. The February trade deficit was an 8-month low.  

The Fed has weighed in on the trade war as well. The Fed doubts that households could stomach the costs of 

ǘŀǊƛŦŦǎ ƻƴ ŀ ŦǳǊǘƘŜǊ Ϸолл ōƛƭƭƛƻƴ ƻŦ /ƘƛƴŜǎŜ ƎƻƻŘǎΦ ! CŜŘ ǎǘǳŘȅ Ƙŀǎ ƴƻǘŜŘ ǘƘŀǘ оф҈ ƻŦ ƘƻǳǎŜƘƻƭŘǎ ŎƻǳƭŘƴΩǘ ƳŜŜǘ 

ŀ Ϸплл ŜƳŜǊƎŜƴŎȅΣ сл҈ ŎƻǳƭŘƴΩǘ ŎƻǾŜǊ ǘƘǊŜŜ ƳƻƴǘƘǎ ƻŦ ŜȄǇŜƴǎŜǎ ƛŦ ǘƘŜȅ ǿŜǊŜ ǘƻ ƭƻǎŜ ǘƘŜƛǊ ƧƻōΣ ŀƴŘΣ нр҈ ǎŀƛŘ 

they did not seek medical care in the past year because of financial problems. U.S. farmers have been 

particularly hard hit as China shifted the purchase of soybeans, and now pork, to other countries. As a result, a 

$16 billion bailout is being planned for the farmers that have been hurt by the trade war.  

http://www.tradingeconomics.com/
http://www.census.gov/
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The potential for the most damage comes in technology wars. The line between who produces what in China 

and the U.S. is often blurred. Not only is technology used in military but it is also used in telecommunications, 

satellite networks, robotics, artificial intelligence, and 3D printing. Companies regularly interchange 

technologies between China and the U.S. Any breakdown in that supply chain could dramatically impact 

industry. Yet the U.S. is threatening bans and restrictions in the national interest. 

In an effort to allay fears, Trump has indicated that Huawei could be a part of a broader trade deal with China. 

The stock markets bounced back a bit on May 24, 2019 following the near 300-point drop the previous day as a 

result of Trump appearing to offer a compromise. Gold and interest rates also reacted to the threat of an 

increased trade war as gold jumped $10+ on Thursday while the 10-year U.S. treasury fell to its lowest level 

since October 2017. There are a few safe havens amongst the trade war carnage, it seems.   
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MARKETS AND TRENDS 

 
 

  % Gains (Losses)                               Trends     
 

 Close 
Dec 31/18 

Close 
May 24/19 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly (Long 
Term) 

Stock Market Indices        

S&P 500 2,506.85 2,826.06 (1.2)% 12.7% down  up (weak) up (topping) 

Dow Jones Industrials 23,327.46 25,585.69 (0.7)% 9.7% 
 

down neutral up (topping) 

Dow Jones Transports 9,170.40 10,137.59 (3.4)% 10.6% down  down (weak) up (topping) 

NASDAQ 6,635.28 7,637.01 (2.3)% 15.1% down  up (weak) up (topping) 

S&P/TSX Composite 14,322.86 16,230.04 (1.1)% 13.3% down up  up  

S&P/TSX Venture (CDNX) 557.20 607.68 (0.2)% 9.1% down (weak) down  down  

Russell 2000 1,348.56 1,514.11 (1.4)% 12.3% down down (weak) up (weak) 

MSCI World Index 1,710.88 1,854.29 (0.7)% 8.4% down neutral neutral 

NYSE Bitcoin Index  3,769.99 8,113.87 14.1% 115.2% up up up 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 160.58 149.07 (0.9)% (7.2)% down down (weak) down  

TSX Gold Index (TGD) 186.74 179.57 (0.9)% (3.8)% down neutral down 

        

Fixed Income Yields/Spreads        

U.S. 10-Year Treasury yield 2.69 2.39 (3.2)% (11.2)%    

Cdn. 10-Year Bond yield 1.96 1.62 (4.1)% (17.4)%    

Recession Watch Spreads        

U.S. 2-year 10-year Treasury spread 0.21 0.19 (13.6)% (9.5)%    

Cdn 2-year 10-year CGB spread 0.10 0.06 (40.0)% (25.0)%    

        

Currencies        

US$ Index 95.73 97.48 (0.4)% 1.8% up  up up  

Canadian $ 0.7350 0.7444 flat 1.3% down  down  down  

Euro 114.58 112.08 0.4% (2.2)% down (weak) down  down (weak) 

British Pound 127.50 127.16 flat (0.3)% down down down 

Japanese Yen 91.24 91.49 0.8% 0.3% up up neutral 

         

Precious Metals        

Gold 1,281.30 1,283.60 0.6% 0.2% down (weak) up (weak) neutral 

Silver 15.54 14.56 1.2% (6.3)% down  down down  

Platinum 795.90 802.90 (2.1)% 0.3% down down down  

        

Base Metals        

Palladium 1,197.20 1,325.70 1.5% 10.7% down up (weak) up  

Copper 2.63 2.70 (1.5)% 2.7% down down  neutral 

         

Energy        

WTI Oil 45.41 58.63 (6.8)% 29.1% down neutral up (weak) 

Natural Gas 2.94 2.59 (1.5)% (11.9)% 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. 
 

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

We have been somewhat mystified as to how to look at this market over the past several months. The collapse 

from the high in September 2018 to the December 2018 low was significant as the market fell just over 20%. It 

was the steepest decline since the May to February correction in 2015ς2016. In looking at everything, all we 

saw were corrective patterns following the top in January 2018. So, we have re-labeled how we see the 

current market. It is possible that since the top in January 2018 the market is tracing out a complex ABCDE-

type pattern. The A wave appears to have bottomed in April 2018 following an ABC decline. The B wave took 

us to top in September 2018 in an abcxabc zig-zag pattern for the B wave. The C wave bottomed in December 

2018, again in an ABC decline. Finally, the D wave may have topped here in May once again with an ABC rise 

even as it made small new all-time highs but only 14 points over the previous high. What follows next is an E 

wave that could fall in five waves and take the market down 20% plus. What should then follow is another 

sharp rise in the market that takes us once again to new all-time highs. Grant you, this is just an interpretation 

and remains to be seen. We remain in what should be the period for the four-year cycle low counting from the 

lows of August 2015 and February 2016. The range on the four-year cycle low is 3ς5 years so we are well 

within that time frame of 2018 to 2020 or even 2021. Following runs to new highs we would then fall into the 

6.5-year cycle low that has a range of 5ς8 years or 2020 to 2023 or even 2024 with the likelihood that it occurs 

http://www.stockcharts.com/
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in the 2020ς2023 range. We note that our short-term trend has turned down and the intermediate trend, 

which is more important to investors, remains up but is weakening.   

For the record, the S&P 500 fell 1.2% this past week, the Dow Jones Industrials (DJI) was off 0.7%, the Dow 

Jones Transportations (DJT) was hit harder down 3.4%, and the NASDAQ dropped 2.3%. All were driven lower 

by the renewal of the U.S. China trade war. The small cap Russell 2000 was down 1.4%. Elsewhere, the TSX 

Composite dropped 1.1% while the TSX Venture Exchange (CDNX) was off 0.2%. Overseas, the London FTSE 

100 fell 0.8% against the backdrop of Brexit and the resignation of Theresa May, the Paris CAC 40 dropped 

2.4%, and the German DAX was down 1.9%. In Asia, the Shanghai Exchange (SSEC) was down 3.5%, reacting 

even more negatively than the U.S. markets. The Tokyo Nikkei Dow (TKN) bucked the trend with a small 0.4% 

gain.  

Volume continues to be a concern for this market as it has remained weak throughout the rally that got 

underway back in late December 2018. Key to this market is at 2,722 the low of March 8, 2019. A break under 

that level and especially under 2,700 could trigger further declines. That would also take us under the 200-day 

MA. Regaining 2,900 would be positive and suggest at least another test of the recent highs. Note that we do 

have divergences because the S&P 500 made small new all-time highs but the DJI did not, nor for that matter 

did the DJT.   
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Source: www.stockcharts.com 

Here is our re-labeling of the market from the important March 2009 low. We have labeled the rise to April 

2010 as intermediate wave 1. Intermediate wave 2 was the upward correction (the EU Greek debt crisis) that 

bottomed in October 2011 (S&P down 21.5%). Intermediate wave 3 unfolded in five waves, topping in January 

2018. Minor wave 1 topped before Brexit and minor wave 2 was again an upward correction bottoming with 

the U.S. election of November 2016. Minor wave 3 topped in May 2015 while minor wave 4 bottomed in 

February 2016. Minor wave 5 topped in January 2018. Intermediate wave 4 is still unfolding in what appears to 

be a complex ABCDE pattern and has not as yet made its final bottom. Wave E to come.   

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

Since the lows in late December 2018, both the Dow Jones Industrials (DJI) and the NYSE advance-decline have 

been climbing. One of the mantras of the bulls is that the NYSE advance-decline started making new all-time 

highs sometime in late February/early March and has been climbing to successive highs ever since. This was 

signaling that the stock market should also continue to rise to new all-ǘƛƳŜ ƘƛƎƘǎΦ 9ȄŎŜǇǘ ƛǘ ƘŀǎƴΩǘ ǉǳƛǘŜ ǿƻǊƪŜŘ 

out that way. The DJI has not made new all-time highs, even as the NYSE advance-decline did. Now the 

markets have turned down. The NYSE advance-decline is no longer making new highs. We have been baffled 

about what appeared to be a divergence between the index and the advance-decline line. Usually if a 

divergence appears it is the index making new highs and not confirmed by the advance-decline line. That 

occurred at the top last October 2018. But this time it has been the other way around. Elliott Wave 

International (www.elliottwave.com) recently noted that they did find an earlier occurrence. They noted that 

in September 1976 the advance-decline was making new all-time highs even as the DJI started a decline. That, 

they said, provided a hook that kept investors in the market. As well, the initial decline saw the DJI down less 

than 5% after five weeks of declines. This time the market has been down for five weeks and has fallen only 

4.4% again less than 5%. So, what does this all mean? Well, in 1976, what followed was the DJI fell some 28% 

into a low in 1978. Could history be repeating itself? 

  

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

Is the Dow Jones Transportations (DJT) acting as a leading indicator? Neither the DJI or the DJT made new all-

tiƳŜ ƘƛƎƘǎ ƻƴ ǘƘƛǎ ǳǇ ƳƻǾŜ ŦǊƻƳ 5ŜŎŜƳōŜǊ нлму ŜǾŜƴ ŀǎ ǘƘŜ {ϧt рлл ŀƴŘ ǘƘŜ b!{5!v ŘƛŘΦ ²ŜΩŘ ƘŀǾŜ 

preferred if one of them had while the other did not. That would have been a classic Dow Theory divergence. 

We can note, however, that the Dow Jones Utilities (DJU) has made new all-time highs even as the DJI and the 

DJT have not. Nonetheless, a few things stand out with the DJT that are not being seen on the DJI. The DJT 

made a very clear ABC rise from the December 2018 low to the recent top. The DJT has fallen below its 200-

day MA. The DJI is currently finding support at the 200-day MA. The DJT intermediate trend has turned down, 

ŀƭǘƘƻǳƎƘ ǿŜŀƪƭȅ ǎƻ ŦŀǊΦ ¢ƘŜ 5WLΩǎ ƛƴǘŜǊƳŜŘƛŀǘŜ ǘǊŜƴŘ Ƙŀǎ ǘǳǊƴŜŘ ƴŜǳǘǊŀƭ ōǳǘ ŀƴƻǘƘŜǊ Řƻǿƴ ǿŜŜƪ ŎƻǳƭŘ ǎŜŜ ƛǘǎ 

intermediate trend also turn down. The DJT appears to be breaking down from a topping pattern. Still, we 

would need to see a breakdown under 9,980 and the lows seen in March 2019 to confirm a breakdown. Only a 

move back above 10,700 would start to negate this scenario. If the DJT is breaking down, then the other 

indices should soon follow.  

 

 

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

Chinese stocks are reacting negatively to the U.S./China trade war. The Shanghai Composite (SSEC) recently 

gapped down and is now down 13.3% from its recent high. Key support of the 200-day MA looms below at 

2,778. Usually when the SSEC has gapped down in the past it has signaled that further declines lie ahead. The 

pattern from the low in early 2019 appears to have unfolded as an ABC. Major support can be seen down at 

2,700. The gap is not filled until the SSEC regains back above 3,100. Could the SSEC be signaling that the U.S. 

markets will eventually follow? Note the similarities in the top from November 2017 to January 2018 and the 

current top formed between March and April 2019. The final top in January 2018 was followed by a 32% 

decline for the SSEC into January 2019.   

http://www.tradingeconomics.com/


 

 
 

14 of 33 

 

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 collapse back toward $7,000 for Bitcoin was short-lived and once again Bitcoin is rising. A new bull appears 

to be underway. The question is, will this end like the other one? The next target appears to be $9,000. Above 

$11,500 Bitcoin could start another runaway move. Overbought (RSI over 70) is merely a condition and not a 

suggestion that the market is about to fall. So, what is driving Bitcoin and the cryptocurrencies higher? Well, 

institutional buying for one. Apparently, some pension funds have put a chunk of money into cryptos. The 

halvening of Bitcoin is also helping to drive prices higher. Technical indicators have gone off and that has 

brought in some fresh money. The number of people owning Bitcoin and cryptos has also recently grown. And 

finally, some large orders ƘŀǾŜ ƘŜƭǇŜŘ ǇǳǎƘ ǇǊƛŎŜǎ ƘƛƎƘŜǊΦ ¢Ƙŀǘ ǊŜƎǳƭŀǘƻǊǎ ƘŀǾŜƴΩǘ Ŧǳƭƭȅ ǿƻǊƪŜŘ ƻǳǘ ŀƭƭ ǘƘŜ 

ǿǊƛƴƪƭŜǎ ŘƻŜǎƴΩǘ ǎŜŜƳ ǘƻ ōŜ ŀ ōŀǊǊƛŜǊ ǘƘŜǎŜ ŘŀȅǎΦ bƻǊ ŀǊŜ ǊŜǇƻǊǘǎ ƻŦ ƘŀŎƪǎ ŀƴŘ ŦǊŀǳŘǎΦ  

All this has helped push the market cap of all cryptocurrencies to $250.2 billion, which is still a pretty small 

ƳŀǊƪŜǘΦ .ƛǘŎƻƛƴΩǎ ƳŀǊƪŜǘ ŎŀǇ ƛǎ ϷмпнΦп ōƛƭƭƛƻƴ ƻǊ рт҈ ƻŦ ǘƘŜ ŎǊȅǇǘƻ ƳŀǊƪŜǘΦ ¢ƘŜǊŜ ŀǊŜ нΣнлф ŘƛŦŦŜǊŜƴǘ ŎǊȅǇǘƻǎ 

listed at Coin Market Cap (www.coinmarketcap.com). And there are 16 cryptos with a market cap over $1 

billion led, of course, by Bitcoin.   

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

U.S. bond yields continue to fall with the 10-year U.S. treasury falling this past week to 2.32%, down from 

2.39% the previous week. U.S. bonds were pushed lower in yield (prices move inversely to yield) as the 

U.S./China trade dispute deepened. The expectation is that the dispute could cause the U.S. to fall into 

recession and bonds are responding. Bonds also act as a safe haven. Targets appear to be for the 10-year to fall 

to around 2.20%. Current support is down to 2.25%.  

  

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

Here is a picture of the 10-year U.S. treasury note vs. the S&P 500. The 10-year is depicted using price (yields 

move inversely to price) so that both are in sync using price. Note that bond prices were falling from early in 

2016 as QE came to an end and the U.S. economy was signaling strong growth. As well, the tax cuts and 

projections that the debt would grow also helped to push up bond yields (prices down) even as the stock 

market rose to record levels. Bond prices began to stabilize in 2018 when the stock market first reacted 

negatively to the U.S./China trade dispute. When the stock market fell sharply from October to December 

2018 bond prices started to climb because of recession fears. With the stock market rising again starting in 

January 2019 bond prices also climbed. With the U.S./China trade dispute heating up once again bond prices 

have risen further even as the stock market has begun to falter. Is the bond market anticipating an economic 

slowdown?  

http://www.stockcharts.com/
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Recession Watch Spread  

  

Source: www.stockcharts.com 

Any thoughts of an impending U.S. recession are just that, thoughts. The widely watched 2ς10 spread (2-year 

U.S. treasury notes less 10-year U.S. treasury notes) came in at 16 bp this past week, down from 19 bp the 

previous week. It is a long way from turning negative although it could fall rapidly. Some other watched 

spreads have turned negative but typically these spreads turn negative months before an actual recession. 

Even the 2ς10 spread is negative historically at least six months before the start of any recession. The 

Canadian 2ς10 spread is narrower at 6 bp. But still not negative.   

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

Has the US$ Index topped? Hard to say. The US$ Index made a new high for the recent move at 98.26, then 

reversed and closed lower on the week losing about 0.4%. The complex pattern that formed between the 

August 2018 high at 96.86 and the March 2019 low at 95.17 appears as a potential ABCDE-type pattern. 

Objectives on this pattern were up to 101.60 to 102.00. Minimum objectives would be at least 98.50. At 98.26 

we are short of that objective. The pattern only busts if the US$ Index falls back below 96.81 the low of May 

13, 2019. So, it is possible there is more upside on the US$ Index before this is complete. The euro was up 0.4% 

on the week after hitting a new low for its move at 111.07. The pound sterling was flat on the week, falling at 

first during the week but bouncing back on Friday following the resignation of Theresa May. The Japanese yen 

was the most successful on the week, up 0.8% while the Canadian$ was flat on the week. The US$ was strong 

earlier in the week but fell as the U.S./China trade dispute deepened. Traders viewed the dispute as negative 

for the U.S. economy. Major support remains down to around 96. New highs above 98.26 would start the US$ 

Index towards its next objective of at least 99.10/99.25.  

  

http://www.stockcharts.com/

