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Cut party, cold wateryolatility return, currency wars, negative yield, widened spreads, job anomslie

Full report this week. As expected the Fed cut a quarter point. Then Powell threw cold water on the party. The
next day Trump threw more cold water on the party with more tariffs on China. Volatitityn® The

Canadian Dividend Strategy is designed to allocate cash in a sustained decline.

So is this about helping the economy by lowering rates? No, we suspect it is another shot in the currency wars.
That led us to look at dominant currencies throughout history. It make for an interesting study.

Negative yield debtisontherisey R yS3F A 3S ALINBI Ra sAPaGIHRP { SS dawS
U.S. job numbers for July were out and as usual there were anomalies (See Chart of thepajeeXL
Have a great week!

DC
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oMoney is the worst currency that ever grew among mankind. This sackes;ithis drives men from their
K2yYSazr (KAa GSIFIOKSa |yR O2NNMHzLJi&a (GKS 62 NI KA:
T Sophocles, Greek Tragedjd97/496-406/405 BCE

a{vY220 FYyR | gftS& 3IAYYSR dzLJ ¢KS ¢INAFF ! OG F ™Mo
Crash of '29. Instead, it destroyed trade so effectively that by 1932, American exports to Europe were just a
third of what they had been in 1929. World trade fell twthirds as other nations retaliated. Jobs
SOl LR NI 4§ SR
T Elaine Chao, U.S. Secretaryfdnsportation 20042009; b. 1953

GCNRY A& ONBIGAZ2Y AY mMdmoX (GKS Y2adG AYLRNIIFIYyGd CSR
the dollar; however, since 1913 the dollar has lost over 95 percent of its value. Put differently, it takes
twentydof £ F NE G2RIFe (G2 o0dz® 6KFd 2yS R2ffl N g2
T James Rickards, lawyer, gold speculator, media commentator, auti@uroéncy Wars: The Making of
the Next Global Crisend four others

Gt 26 St  $hé Presi@lentvieételi SAhd so, thettle between the President and the Fed Chair
continues. As was widely expected, the Fed cut the key rate by %% 2 28% this past week. But then, in
the aftermath, Powell indicated they may be one and done. Stock markets tanked. Gold sewered. The U.S.
dollar soared.

So, why such a confusing message? Cut rates, but then soften them with a more bearish speech? The U.S.
economy is doing comparatively well when compared to the EU, Japan, and a softening China. Unemployment

is at a 56year low. Then Trumpiles on more tariffs against China. Trade wars on again. Stock markets tanked,
again. Gold reversed and soared. The U.S. dollar went back down. And, should we add, bond prices leaped as
@AStRa FTStffto .283 Glf]1 02dagon@2y FdzAA2y ® | yR @2f | GAf

Some have surmised this has nothing to do with a softening global economy and ongoing trade wars but is
merely another salvo in the endless currency wars, wars that have been ongoing since 2010. If Trump wants a
lower U.S. dollar, however, he hastrange way of going about What he probably wants is to see the U.S.

dollar sink like the pound sterling. Talk about a currency thatlusée the Big Kahuna. It is a stark

demonstration of what years of falling off the perch and descending intenaifess downward spiral looks

like. If Boris Johnson is successful in dragging the U.K. out of the EU in October, the likelihood of the pound
hitting a 34year low is quite high.
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Oh, How the Mighty Have Fallen:
Pound Sterling 19742019
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Instead, what Trump got was a falling stock market and a rising U.S. @blarthe U.S. dollar rallied

throughout July despite rumours that the Fed would lower the key Fed rate, and with thengnafi

quantitative tightening & LIS 1a (2 GKS LIR2gSNI YR fdz2NE 2F INKS ! o{ @
YFEGGSNE 6KFEGSOSNI GKS CSR RAR ¢FayQli R2@0AaK Sy2dzaK -
gl a 2yft-@e 0f $ YA RBdzhuéstos yow i®: évill Trump try to find another way to push the dollar

lower?

There is no argument that other countries are currently outpacing the U.S. in attempting to be ultra
accommodative with monetary policy. There are now some $14 trillioreghtive rate bonds primarily in the

EU and Japan. That so many are content to own bonds they have to pay for rather than receive interest from is
truly mind-boggling.

Trump does have potential use of the U.S. Treasury Department via the Exchange &talfizad (ESF). But

that arsenal is only about $94 billion. Not exactly an overwhelming amount to try and push down the U.S.
dollar. Trump fears that unless he pushes the U.S. dollar and gets the U.S. trade deficit down it will hurt his re
election chancse. Trump seems to want a race to the bottom.
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Not surprisingly, a major beneficiary of the currency wars is gold. Even with a rising U.S. dollar, gold has been
NAaAy3Id D2fR Aa NARaAYy3I Ay Fff OdzZNNByYy OAnStadmifthal @ ¢ K| { ¢
32fR AGaStF Aa OGAYy3 Fa | Odz2NNByoOeod 2KSy @&2dz Ol yQi

32t R 6502Y8a (KS RSTFIOl2 OdNNByOe 2F OK2AO0S® 2 KI (iQ:

The U.S. Dollar is Siimg as Welt
BroadBased U.S.$ Index, 1973019
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Should it really be a surprise that two of the most powerful globalengies of the past two centuries have hit
the skids? But the failure of the global reserve currency is the stuff of history books. A few years back, the
World Bankywww.worldbank.org did a study on the future of wial currencies that included a study of
dominant national currencies in history. It concluded that one national currency or no more than few national
currencies have played a global role throughout history.

So, what makes a global currency? A global cuyés one that is widely traded and accepted in commercial
transactions and is readily available. It is no surprise that whatever the global currency was at the time was

also a global superpower. The dominant currency usually achieved reserve statdsiAE Y 2 & dzNLINR &
that the country that was the dominant or reserve currency usually ran large trade deficits with the rest of the
G2NI R® 2 A0K GKSANI OdZNNBy Oé NBFRAt&@ FF@FATlFo0tS | NBdzy|
for trade.

Probably the first major global currency was that of the Greek Empire of the Classical Peri@23BCE.
2 ARSf& OANDdzZ I 6SR 2dziaARS DNBESOSQa 02NRSNHE g¢glka GKS
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circulated. A stunning Attica, Athesgver tetradrachm from 476165 BCE is pictured below. That particular
specimen sold for US$4,750, showing that even 2.5 millenniums later these classical coins actually surpass
their value at the time.

Attica, Athens: Circa 47865 BCE, AR Tetradrachm

Sourcewww.cngcoins.com

But empires come and go and the next empire to dominate was the Roman empire frorfi¢beatliry BCE to

the 39 century AD. Like all empires, it eventually fell into kbeign decline. Freign wars, huge trade deficits

with the rest of the empire, and fiscal deficits prevailed as emperors outdid each other in building monuments

G2 GKS aDf2NEB OGKFd gla w2YSoé LG az22y tSTaG GKSY f 23
empire. The result was a fall of the silver denarius as the silver content was gradually reduced to nothing. By

the end of the 8 century, Roman coinage was just tossed away. The gold aureus evolved into the gold solidus
and it was a dominant world currenclgrbugh the Byzantine period from thé'%o the 12" century, although

the gold solidus eventually had to share its status with the gold Arab dinar as the Moors dominated from about

the 7" though the 13' century.

Our historical timeline below outlinef¢ rise and fall of empires. Following the end of the Byzantine and Arab
empires in the 1% century, one saw the rise of the dominant banking families out of Florence and Venice,
LGrted ¢KIG 3AFGS NRAS (G2 Cf 2NB dQybakcurdriesRBy hd i NA y 2 |
century their influence waned and the dominant currencies soon became the Dutch gulden, followed by the

{LI yAdaK R2dzmf22y YR AlG&a airAt dSNIR2f{I N {{y26y | a alLl
the Britich rose and the pound sterling became the dominant currency of tifeat@ early 2 century.

The British empire began to wane after WW1, as did the gold standard that the world had been on for so many
centuries. Soon it was the rise of the fiatcurréhé | & G KS | o{ ® R2ff I NJ 6 SOl YS (¢
following Bretton Woods. By the 1970s, the era of the gold standard was officially over as fiat currencies
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backed by nothing dominated, led by the U.S. dollar. And now we are hitting another buntipeitong

history of dominant currencies. Will the U.S. dollar continue to dominate? Will it be supplanted by the Chinese
yuan? Or will the world subivide into three major zones, each to be dominated by its own currency: the U.S.
dollar, the Chinese yuamand the euro?

History remains to be written. In order to show examples of the gold coins, we are spread over three pages
below.

Historical Timeline of Dominant International Currencies

Gold Silver
Staters Drachma
Gold Silver
Aureus Denarius

Gold Silvered to
Aureus Bronze
Antoninianus
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Gold Bronze and
Solidus  Silver Coins
along with
Arab Dinar
by the
century

Gold SilverDucat
Florence
Fiorino
later Gold
Venetian
Ducat

Gold Silver
Gulden Guilder

Gold Silver Dollar,
Doubloon aka Pieces ol
Eight
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Pound  Two Slilings
Sterlingg aka Silver
Gold British Florin

Sovereigns
U.S. U.S. dollars
dollars (Fiat)
(Fiat)

Sourcewww.armstrongeconomics.coymww.worldbank.org www.zerohedge.comwww.cngcoins.com

The coins:

Macedon, Kings of Alexander lIl, 8383 BCE AV Distater

Nero, 5468 AD, AV Aureus

Licinius 1, 30824 AD, AV éreus

Constans Il, with Constantine IV, Heraclius, and Tiberiug6681AD, AV Solidus

Italy, Firenze, Republica, 1X8%32 AD, AV Fiorino

LOW COUNTRIES, Republiek der Zeven Verenigde Nederlanden (Dutch Repablit)1581%;1795,
AV Halve Gulden

Pery Colonial, Felipe V, King of Spain, second reign,c1724 AV 8 escudos

8. British Gold Sovereign, 1887

9. U.S. onedollar bill

I o

™~
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MARKETS AND TRENDS
% GaingLosses) Trends
Close Close Week YTD Daly (Short Weekly Monthly (Long
Dec 31/18 Aug 2/19 Term) (Intermediate) Term)
Stock Market Indices
S&P 500 2,506.85 2,932.05 (3.1)%" 17.0% down (weak) up up (topping)
Dow Jones Industrials 23,327.46 26,485.01 (2.6)% 13.5% down up up (topping)
Dow Jones Transport; 9,170.40 10,374.43 (3.7)% 13.1% down (weak) up (weak) up (topping)
NASDAQ 6,635.28 8,004.07 (3.9% 20.6% down (weak) up up (topping)
S&P/TSX Composit 14,322.86 16,271.66 (1.6)% 13.6% down up up
S&P/TSX Venture (CDN 557.20 595.74 0.5% 6.9% up down (weak) down
Russell 2000 1,348.56 1,533.66 (2.9)% 13.7% down up (weak) up
MSCI World Index 1,710.88 1,866.08 (2.6)% 9.1% down up (weak) neutral
NYSE Bitcoin Inde 3,769.99 10,626.97 8.5% 181.9% up (weak) up up
Gold Mining Stock Indices
Gold Bugs Index (HUI 160.58 208.65 0.9% 29.9% up up up
TSX Gold Index (TGI 186.74 237.01 1.3% 26.9% up up up
Fixed Income Yields/Spread:
U.S. 10Year Treasury yielg 2.69 1.86 (new (9.3)% (30.9)%
lows)
Cdn. 10Year Bond yield 1.96 1.38 (new (8.0)% (29.6)%
lows)
Recession Watch Spread
U.S. year 10year Treasury spreac 0.21 0.14 (44.0)% (33.3)%
Cdn 2year 10year CGB spreag 0.10 (0.08) (new (300.0)% (180.0)%
lows)
Currencies
US$ Index 95.73 97.85 (new 0.1% 2.2% up up up
highs)
Canadian $ 0.7350 0.7576 (0.4)% 3.1% down up neutral
Euro 114.58 111.07 (new (0.2)% (3.1)% down down down
lows)
Swiss Franc 101.88 101.79 1.2% (0.1)% up (weak) up neutral
British Pound 127.50 121.55 (new (1.9Y% 4.7)% down down down
lows)
Japanese Yer 91.24 93.84 (new 2.0% 2.9% up up up (weak)
highs)
Precious Metals
Gold 1,281.30 1,457.50 3.0% 13.8% up up up
(new highs)
Silver 15.54 16.27 (0.9)% 4.7% up up neutral
Platinum 795.90 853.00 (2.4)% 7.2% up up down
Base Metals
Palladium 1,197.20 1404.20 (8.5)% 17.3% up up up
Copper 2.63 2.572 (2.2)% (4.2)% down down down (weak)
Energy
WTI Oil 45.41 55.66 (0.6)% 22.6% down neutral neutral
Natural Gas 2.94 2.12 (new 1.4)% (27.9)% down down down
Lows)

Sourcewww.stockcharts.comDavid Chapman

Note: For an explanation of the trends, see the glossary at the end of this article.
New highs/lows refer to new 5&eek highs/lows.

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
90f 34


http://www.stockcharts.com/

ENRICHED

I NVESTING I NCORPORATETD
$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
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Martin Armstrong \www.armstrongeconomics.cofK & OF f t SR A0 aYy201AyQ 2y | S
toBobDyl Yy (G(KS {3t pnn O0FYyR GKS 52¢ W2ySa LYyRdzaGNRI €
in the upper channel of what appears to be a huge broadening top. Add in a potential ascending wedge
triangle and we appear poised for a fall breakdown. Ust@nd September are the two worst months of the
@8SINJ YR AT GKAA OKINI Aa O2NNBOG>X GKSYy GKS YI NJ SG:
bottom of the channel which would be an enticing target. For the S&P 500, that is a declioeita 2,200, a

potential 25% decline from current levels. If we really have made a significant top, we could fall even further.

Q)¢

Markets took it on the chin this past week. Oh yes, the Fed cut rates, but why on earth are they doing so when
stock markets a at a high and the economy is at least bumbling along? Sure, the global economy is slowing
and Trump and his insistent tariffs are poised to dig into the U.S. consumer even more than they have already.
And savers are hit again as interest rates on depasibp. But mortgage rates might also fall as kergn

interest rates decline.

This past week the S&P 500 fell 3.1%, the worst decline of the year. The DJI dropped 2.6% whilehibaviech
NASDAQ fell 3.9%. The Dow Jones Transportations (DJT) comdimatatonfirm its big brother DJI, falling

oPT2d ¢KS avlrftf OF L) wdzaaSfttf wnnn RNRLILISR HOHE:P 9f &
losing only 1.6% and the TSX Venture Exchange (CDNX) was a winner, up 0.5%. Internationally; the Brexit
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chalenged FTSE 100 fell 2.2%, the Paris CAC 40 was off 4.2%, and the German DAX was down 4.2%. In Asia,

[ KAYyFQa {KIFy3aKIFIA L)/IV?SI‘E 6{{9/0 FStt HPc: YR ¢218&2Q:
stocks.

It is intriguing that, so far aehst, the S&P 500 was stopped by the top of the channel. All that is needed to

make it fait accompli is a drop down through 2,900 to confirm a potential top. The wedge pattern suggests the
potential to fall all the way back to the December lows near 2@58 minimum. 2,200 is not that far away if

we drop that far. The shotterm trend has turned down. Another down week like this past week and the

weekly trend should turn down. It has already weakened. Volatility has also returned as the VIX volatility

indAh OF G2NJ £ SILISR® LG 62y Qi GF 1S YdzOK ¥F2NJ Adeclinelsol I 1 S
turned down with the market, albeit from record highs, and the McClellan Summation Ratio Adjusted Index
dropped but remains above 500. The S&P 500dBuPercent Index turned down, failing to make new highs

even as the index made new highs, a divergence. Put buying leaped, but it is not yet near levels that might
suggest a bottom. Volume jumped, hitting levels of 13% above thda§MA for volume.

yiGSNBad NIGS Odzia 6SNB adzZl}RaSR (G2 KSfLI 0KS aidz20]
instead. Somehow Trump thinks that by putting pressure on China it will force them to succumb. Except the

/| KAYySaS R2y Qi 1NByhitiad iRstedd2Yes) BB is urding, but soon the U.S. is going to

hurt even more. Instead of the market soaring, the market is poised to tank. And then Jerome Powell is going
to get blamed, along with Demaocrats.

This past week has to be viewed as a coldsdlake. All that is needed is the breakdown under 2,900 to
confirm. Only new highs can stave off this eventual decline and that is appearing increasingly unlikely. Long
term weekly support is seen between 2,400 and 2,600. A break of 2,400 wouldlgféaidlithe uptrend from
March 2009.

Wavewise, we believe we could be starting a C wave down. However,samkiding Elliott Wave

International (www.elliottwave.com)t believe this is merely an E wave of a larg@rective wave 4 pattern

OhdzNJ ¢ @S O2dzyid Aa fFroStSR Ay NBRX 9fftA200 21 8SQa (
once again to new atlime highs once a significant low is found. Under our scenario the market should fall

through the bottom of the broadening pattern. The rebound rally will be impressive but should not make new
highs.
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$BKX KBV Bank Index INDX @ StockCharts.com
2.4ug-2010 Open 102.00 High 102.90 Low 26.45 Close 27.99 Chg -5.14 (-403%) v
W EBKKE (Weekly) 27,93 1175

—MA(12) 97.57

—MA(40) 3675

—Ma(208) 30,02 ITD I .!"
R et Bt i e A pria Lz
I i T AN

A s 0 M oo17 F MoA M J J A
Wl §5PR 293205

S&P 500

o
Tﬂhl ﬁh*“nﬁmﬂ*

W FSOK 1485.43

Semiconductor Index
(SOX) [ﬁ'
Pnﬁt'!uhm
un?

ﬁﬁkhn“w'”ﬂ

F

4
T
uiﬁw

T"u..lm,;[]*!#wuc'jﬁ

A = a N o7 F MoA M J J A 5 0 ] 018 F

Sourcewww.stockcharts.com

Three different indicess three different potential topping patterns. The WBBank Index remains well of

recent highs and also off d@lme highs. KBW appears to be forming a large symmetrical triangle. Symmetrical
GNRAFyYy3IEtSa Oy 0SS 020K | O2yaz2ftARIFIGA2Y LI GGSNY | yR |
failureto make new highs a divergence from the S&P 500. The S&P 500 is forming a broadening top pattern
(bearish) and a potential ascending wedge pattern (bearish). The Semiconductor Index (SOX) appears to be
forming a potential ascending wedge pattern (beari®fne of the patterns appear to be bullish.
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$COMP Q Maszdag Composite INDX
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It was noted that the NASDAQ appeared to break out when it went to netimad|highs. Given that the
NASDAQ has now fallen back undes btieakout line near 8,200, the odds are that it was instead a breakout
failure or false breakout and the next move is down. There is support down to around 7,800, but under that
level the NASDAQ may be breaking down from an ascending wedge pattern kddweaunder 7,550 would
confirm. The ultimate target could be back to the December 2018 low of 6,190.
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G 1 Aaa tehave Ripediback
in January 2018, coinciding with the stock market top at the time. Since then, margin debt has been falling
even as the stock market has made newtiatle highs. This is not unusual. In 2007, margin debt peaked for

T2NJ

about three months bfore the stock market top in October 2007. The same thing happened in late 1999 a few
months before the stock market top January/March 2000. Margin debt soared to record levels during the stock

market run from 20082019. It is another warning sign thatahmarket may have topped. We are just awaiting

confirmation.
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International indices took some hits this past week. The MSCI World Index (ex USA) appears to have broken
down under ising trendline support. Confirmation would come with a breakdown under 1,800. The MSCI, like
others, also appears to have formed a bearish wedge triangle over the past few months. The RSl is falling
under 30 so it might suggest that at least a bounceissible.
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The TSX Composite appears to have topped. It is possible that the TSX is making a double top on the charts.
The neckline would be near 16,000 and suggest a fall to arobyddQ@. The TSX may have also made a
broadening top; however, it failed this time to reach the top of the channel. None of thénsiites look

particularly attractive at the moment. Utilities did make news8ek highs this past week, albeit barely.
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A recent edition of the Elliott Wave Financial Forecastigust 2019viww.elliottwave.con) pointed out a

rather interesting comparison: that hDJI and Bitcoin appeared to top and bottom with each other. Not
perfectly, but close enough to make the comparison interesting. Here is Bitcoin and the DJI. Note how Bitcoin
appears to top and bottom just before the DJI. Bitcoin appears to have mageamtbanother decline under
10,000 would confirm that top. Another interesting comparison is Bitcoin with most other cryptos. While
Bitcoin retraced 65% of its decline from December 2017 to its low in December 2018, numerous other cryptos
barely budged offheir lows. Many of them remain down 90% or more from their highs of late 2017 to early
2018.
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