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Forecast themes, correction opportunities, pumping fed, growing debt, retreated bears 
  
This is our annual forecast issue. Actually it is more like identifying the themes that dominate and will continue 
to dominate into the next decade. Forecasts abound that the stock market records will continue to fall. But 
cycles suggest that at least some sharp corrections will occur. But they most likely will be buying opportunities. 
DƻƭŘ όŀƴŘ ǎƛƭǾŜǊύ ŎƻƴǘƛƴǳŜ ǘƻ ƭƻƻƪ ƎƻƻŘ ŀǎ ǿŜƭƭ ŀƴŘ ǿŜ ƳŀŘŜ ǘƘŜƳ ǘƘŜ ǎǳōƧŜŎǘ ƻŦ ƻǳǊ ά/ƘŀǊǘ ƻŦ ǘƘŜ ²ŜŜƪέ 
(page 9). 
  
We are approaching the end of the year and soon it will be the Santa Claus rally and the January effect. Will it 
be bullish or bearish? Everything is still coming up roses. Coronavirus, deep political divide? Who cares. The 
Fed keeps pumping the money. The debt keeps oƴ ƎǊƻǿƛƴƎΦ ¢ƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ ƪŜŜǇǎ ƻƴ ǊƛǎƛƴƎΦ ¢ƘŜ άŜƴŘ ƻŦ ǘƘŜ 
ǿƻǊƭŘέ ōŜŀǊǎ ƘŀǾŜ ǊŜǘǊŜŀǘŜŘ ǘƻ ǘƘŜƛǊ ŎŀǾŜǎ ƻǊ ŀǊŜ ŘŜŀŘΦ  This benefits financial services firms such as Canaccord 
Genuity Group Inc. which operates in the wealth management and capital markets segments of the securities 
industry, pays a dividend, and is held in the Canadian Conservative Growth Strategy.* 
  
As we approach the Holiday Season we cut down on our weekly writing. Next week will see a shortened 
commentary and the two weeks after thǊƻǳƎƘ /ƘǊƛǎǘƳŀǎ ŀƴŘ bŜǿ ¸ŜŀǊΩǎ ǿŜΩƭƭ ǊŜǇƻǊǘ ƛŦ ǎƻƳŜǘƘƛƴƎ ƛǎ ǿƻǊǘƘ 
reporting. Otherwise we will not return until January 9-11 with a full report. 
  
The weather is still warm although it can be rainy. Get out for a walk. Have a great week. 
 
DC 
 
 
* Reference to the Canadian Conservative Growth Strategy and its investments is added by Margaret Samuel, 
President, CEO and Portfolio Manager of Enriched Investing Incorporated who can be reached at 416-203-3028 
or  msamuel@enrichedinvesting.com 
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ά¢ƘŜǊŜ ŀǊŜ ǘǿƻ ƪƛƴŘǎ ƻŦ ŦƻǊŜŎŀǎǘŜǊǎΥ ǘƘƻǎŜ ǿƘƻ ŘƻƴΩǘ ƪƴƻǿΣ ŀƴŘ ǘƘƻǎŜ ǿƘƻ ŘƻƴΩǘ ƪƴƻǿ ǘƘŜȅ ŘƻƴΩǘ ƪƴƻǿΦέ 
τJohn Kenneth Galbraith, Canadian-American economist, diplomat, public official, and intellectual, author 

of The Affluent Society; 1908ς2006 

"Those who have knowledge, don't predict. Those who predict, don't have knowledge." 

τLao Tzu, Ancient Chinese philosopher, and, writer, known as the Father of Taoism, contemporary and 
teacher of Confucius; c. 500 BCE 

 

"I have seen the future and it is very much like the present, only longer." 

τKehlog Albran, pseudonym for authors Martin A. Cohen and Sheldon Shacket, book ς The Profit (1973), 
a parody on The Prophet by Kahlil Gibran (1923) 

 

CƻǊŜŎŀǎǘƛƴƎ ƛǎ ŀ ƳǳƎΩǎ ƎŀƳŜΦ aŀƪŜ ŀ ŦƻǊŜŎŀǎǘΣ ƎŜǘ ƳǳƎƎŜŘΦ hƴŜ ƻŦ ƻǳǊ ŦŀǾƻǳǊƛǘŜ ƻƭŘ ǎŀȅƛƴƎǎ ŎƻƳŜǎ ŦǊom John 
YŜƴƴŜǘƘ DŀƭōǊŀƛǘƘ ƛǎΣ άThe only function of economic forecasting is to make astrology look respectableΦέ 
DŀƭōǊŀƛǘƘ ǿŀǎ ŎƻƴǎƛŘŜǊŜŘ ŀ Ǝƛŀƴǘ ƻŦ ŜŎƻƴƻƳƛŎǎΦ IŜ ǿŀǎ ŀƭǎƻ сΩфέ ǘŀƭƭΦ Iƛǎ ǇƻƭƛǘƛŎŀƭ ŀŎǘƛǾƛǎƳΣ ƭƛǘŜǊŀǊȅ ƻǳǘǇǳǘΣ ŀƴŘ 
outspokenness brought him fame, but he was also widely criticized because of his unabashed liberalism.  

The stock markets have flown into the stratosphere. Complacency reigns. The market has been described by 
ƻƴŜ ōǳƭƭƛǎƘ ǇǊƻƎƴƻǎǘƛŎŀǘƻǊ ŀǎ άhƴŜ wƛǇ-ǎƴƻǊǘƛƴƎ .ǳƭƭΧέ hǘƘŜǊǎ ƘŀǾŜ ŘŜǎŎǊƛōŜŘ ƛǘ ŀǎ ŀƴ άŀŎŎƛŘŜƴǘ ǿŀƛǘƛƴƎ ǘƻ 
ƘŀǇǇŜƴΦέ ²Ŝ ǊŜŀŘ ƴƻǿ ǘƘŀǘ ǿŜ ǿƛƭƭ ǎŜŜ 5ƻǿ WƻƴŜǎ LƴŘǳǎǘǊƛŀƭǎ ό5WLύ мллΣллл ƛƴ ǘƘŜ ƴŜȄǘ ŘŜŎŀŘŜΦ ¢Ƙŀǘ ƛǎ ƳƻǊŜ 
than a triple from here. It is possible. The 1990s (January 1991ςDecember 2000) saw the DJI gain 310%. It also 
sounds ƭƛƪŜ ǘƘŜǊŜ ƛǎ ŀƴ ŜȄǇŜŎǘŀǘƛƻƴ ǘƘŀǘ ǘƘŜ ŘŜŎŀŘŜ ǿƛƭƭ ōŜ ǘƘŜ άwƻŀǊƛƴƎ ¢ǿŜƴǘƛŜǎέ ŀƭƭ ƻǾŜǊ ŀƎŀƛƴΦ Wǳǎǘ ƭƛƪŜ ǘƘŜ 
Roaring Twenties, we are starting off with a pandemicτthe COVID-19.  

We are reminded that the Spanish flu came after a 4-year war that left Europe in a mess, along with roughly 20 
million dead. The Spanish flu killed even more, estimated up to 50 million globally and 675,000 in the U.S. The 
war was followed by a deep recession in 1918ς1919 that was followed by an even steeper depression in 1920ς
1921. The stock market (DJI) peaked in November 1919 and then plummeted 47% over the next two years 
until August 1921. David Rosenberg, who some call a perma-bear, has written to not expect a return to the 
Roaring Twenties (The Globe and Mail, November 29, 2020). There are some important differences, as 
Rosenberg notes.   

The U.S. was primarily a young agrarian society in 1920 with well over half the population in a rural economy. 
Today, the U.S. is over 80% urban and it is aging. Back then, only 6% of the population was over 65. Today it is 
нл҈ ŀƴŘ ŎƭƛƳōƛƴƎΦ {ŜƴƛƻǊǎ ŘƻƴΩǘ ǎǇŜƴŘΣ ǘƘŜȅ ǎŀǾŜΦ Lƴ ǘƘŜ мфнлǎΣ ǘƘŜ ¦Φ{Φ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ǳǇǿŀǊŘǎ ƻŦ ƘŀƭŦ ƻŦ 
global manufacturing production, thanks to the devastation in Europe. The U.S. was the undisputed economic 
powerhouse of the world.  Today, China leads with upwards of 30% of global manufacturing. The U.S. is half 
that. Also, the flu was handled differently back in the 20s. They basically waited until it ran its course and large 
ǇŀǊǘǎ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ ŘƛŘƴΩǘ ǎƘǳǘ ŘƻǿƴΦ /ƘŀǊƛǘȅ was in place rather than unemployment insurance, welfare, 
and bailouts. There was no internet and social media to spread stories and stir up emotions. U.S federal debt 
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was small, representing no more than 10% of GDP. Today it is 130% of GDP. Corporate and consumer debt was 
also small, especially consumer debt as there was not yet a large consumer society.  

In 1920 the Schiller PE ratio was 5%. Today it is almost 34%. In 1929 when the stock market peaked it had 
reached 30%. Today the stock market appears to ōŜ ƛƳǇŜǊǾƛƻǳǎ ǘƻ ŀ t9 Ǌŀǘƛƻ ƻǾŜǊ ол҈Φ LǘΩǎ άǿƘƻ ŎŀǊŜǎΦέ 
/ƭŜŀǊƭȅ ƛǘ ŘƻŜǎƴΩǘ ōƻǘƘŜǊ ǎƻƳŜΣ ŀǎ ǘƘŜȅ ǎŀȅ ǘƘŀǘ άǘƘƛǎ ƛǎ ƴƻ ƻǊŘƛƴŀǊȅ ōǳƭƭ ƳŀǊƪŜǘΣ ōǳǘ ŀ ǇƻǿŜǊŦǳƭ ǎŜŎǳƭŀǊ ōǳƭƭ 
ƳŀǊƪŜǘ ǘƘŀǘ ǿƛƭƭ Ǝƻ ƻƴ ŦƻǊ ȅŜŀǊǎΣ ƳŀȅōŜ ŜǾŜƴ ŘŜŎŀŘŜǎέ ό[Ŝƻƴ ¢ǳŜȅτDecember 7, 2020). MaybŜ ƘŜΩǎ ǊƛƎƘǘΦ ¢Ƙƛǎ 
time it is different. After all, record ultra-low interest rates are in place it seems forever, and stimulus cheques 
and unlimited QE can fuel a big rise in the stock market. Given that seniors need income, the ultra-low interest 
rates have pushed many of them into the higher-Ǌƛǎƪ ǎǘƻŎƪ ƳŀǊƪŜǘ ǎŜŜƪƛƴƎ ȅƛŜƭŘΦ  Lǘ ƛǎ ǘƘŜ άŦŜŀǊ ƻŦ ƳƛǎǎƛƴƎ ƻǳǘ 
όCha!ύέ ǎȅƴŘǊƻƳŜΦ  

All that money going into the financial system creates bubblesτin the stock market and housing. And 
eventually bubbles get pricked. aŀƴȅ ƛƴŘƛŎŀǘƻǊǎΣ ǿŜ ƘŀǾŜ ƴƻǘŜŘΣ ŀǊŜ ƛƴ ǿƘŀǘ ǿŜ ǿƻǳƭŘ Ŏŀƭƭ άƴƻǎŜ-ōƭŜŜŘέ 
territory. But for the ultra-ōǳƭƭǎ ƛǘ ƛǎ άǿƘƻ ŎŀǊŜǎΦέ LƴŘƛŎŀǘƻǊǎ ƛƴ ƴƻǎŜ-bleed territory can stay there longer than 
the bears can stay solvent. Complacency reigns. Maybe the coming of the vaccine will save the day. But in the 
interim the numbers are getting worse, not better. And the devastation in the consumer economy continues. 
But is it the hope of the vaccine that is driving the stock market higher? Buy the rumour? Sell the news? And 
ǿƘŀǘ ƛŦ ǘƘŜ Ǌƻƭƭƻǳǘ ŦƻǊ ǘƘŜ ǾŀŎŎƛƴŜ ƛǎ ǎƭƻǿŜǊ ǘƘŀƴ Ƴŀƴȅ ŜȄǇŜŎǘΚ ²Ƙŀǘ ƛŦ ǘƘŜǊŜ ŀǊŜ ǎƛŘŜ ŜŦŦŜŎǘǎ ǘƘŀǘ ƘŀǾŜƴΩǘ ōŜŜƴ 
found yet?  

Over the past few months, we have had a few occasions where the markets reversed or left a bearish pattern 
on the charts, only to see those bearish patterns evaporate almost as quickly as they came. Clearly, we are 
headed into year-end with the markets putting in another up year. Since the major low in March 2009, only 
two of the twelve years were down for the DJIτ2015 and 2018. And in both instances the declines were small. 
Years ending in one (1) tend to be mixed. Since 1841 there have been ten up years and eight down years. But 
that period included 1931 which was the worst year ever when the DJI fell 52.7%. Since 1951 there have been 
only two down yearsτ1981 and 2001. So, in this case, the odds would seem to favour another up year. 
However, it is also the first year of the presidential cycle and the first year tends to be the weakest of the four 
years. Since 1833 there have been 23 up years and 25 down years.  

The question is, can the stock markets ignore all the negatives and keep chugging higher? The answer, of 
course, is yes. So, what do we see going forward? We have identified five themes that will dominate our 
thinking going forward.  

1. The Aging Society:  We have noted the aging society. Demographics will continue to be a drag on the 

economy going forward. The population over the age of 65 is growing in North America, Europe, and 

Asia. By 2050 the proportion of the population over the age of 65 could be approaching 50%. By then 

ǘƘŜ ǿƻǊƭŘΩǎ ȅƻǳƴƎŜǎǘ ǇƻǇǳƭŀǘƛƻƴǎ ŎƻǳƭŘ ōŜ ƛƴ !ŦǊƛŎŀΦ 

  

2. Growing urbanization: Today, roughly half the world lives in urban areas. This is expected to continue 

to grow and it could be over 60% by 2050. Growing urban populations tend to be more liberal and 

earn more, thus pushing more into the middle-class. This should help GDP to continue to grow despite 
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the current setback because of the pandemic. The growing global urbanization is and continues to give 

rise to mega-cities, with most of them in Asia.  
 

3. The debt just keeps on growing: With estimates of global debt now up to $277 trillion by year end and 

$300 trillion in 2021, the world is awash in debt. But with record low interest rates (ZIRP), including 

negatiǾŜ ǊŀǘŜǎ ƛƴ 9ǳǊƻǇŜ ŀƴŘ WŀǇŀƴΣ ŎƻǳǇƭŜŘ ǿƛǘƘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪǎΩ Ƨǳǎǘ ƪŜŜǇ ƻƴ ǇǊƛƴǘƛƴƎ ƳƻƴŜȅΣ ǘƘŜ 

ŘŜōǘ ǇǊƻōƭŜƳ ƛǎ Ƨǳǎǘ ƎƻƛƴƎ ǘƻ ƪŜŜǇ ƻƴ ƎǊƻǿƛƴƎ ŀƴŘ ƎǊƻǿƛƴƎ ǳƴǘƛƭ ƛǘ ŎŀƴΩǘ ŀƴȅƳƻǊŜΦ ¢ƘŜ ŘŜōǘ ƛǎ ŀ ŘǊŀƎ ƻƴ 

GDP. No wonder growth in North America, Europe, and Japan in particular is sluggish and minimal 

even once it recovers from the COVID-19 induced recession.  

 

The trouble with all the debt is there remains high risk for a debt default. The question is, by whom 

and where? The basket cases (debt-ridden countries) are already known. While there is risk of 

sovereign debt, the real debt scare could come in a corporate collapse, given the huge amount of debt 

in the Chinese Shadow Banking System and the huge amount of debt rated BBB (the lowest 

investment grade rating) or lower.  

 

The 2008 financial crisis was sparked by the collapse of derivative-linked debt. Yet there remains 

considerable derivative-ƭƛƴƪŜŘ ŘŜōǘ ƛƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘΦ ¢ƘŜ ŜǎǘƛƳŀǘŜŘ ŀƳƻǳƴǘ ƻŦ Ǝƭƻōŀƭ ŘŜǊƛǾŀǘƛǾŜǎ 

(futures, options, credit default swaps, interest, currency and commodity swaps, interest, currency and 

commodity forwards) according to the Bank for International Settlements (BIS) in 2019 was $640 

ǘǊƛƭƭƛƻƴ ŀƭǘƘƻǳƎƘ ǎƻƳŜ ŜǎǘƛƳŀǘŜǎ Ǉǳǘ ƛǘ ƻǾŜǊ Ϸм ǉǳŀŘǊƛƭƭƛƻƴΦ ¢ƘŀǘΩǎ ŦŀŎŜ ǾŀƭǳŜΦ ²ƘŜƴ ƻƴŜ ƭƻƻƪǎ ŀǘ ŀŎǘǳŀƭ 

credit exposure the amount falls to about $15 trillion. Taking netting agreements into consideration 

and the exposure falls further to around $3 trillion. The vast amount of global derivatives are held by 

large U.S. money center banks and also British banks.  

 

In addition to the U.S. having the largest national debt in the worldτcurrently at $27.4 trillionτthe 

U.S. also has $156 trillion in unfunded liabilities in Social Security liability and Medicare liability. Some 

believe that Social Security and Medicare will be bankrupt soon. Social Security and 

Medicare/Medicaid currently make up 36% of the U.S. budget expenditures. In addition to 

government debt, the U.S. is the most indebted nation in the world with an estimated $86.2 trillion, 

over 30% of all global debt. That number includes both government debt (national, state, municipal - 

$30.7 trillion) as well as corporate debt (financials, non-financials - $34.6 trillion) and consumer debt 

(student loans, credit card debt, lines of credit and mortgages - $20.9 trillion).  

 

4. Rising wealth inequality: If there is one thing the pandemic has fully revealed, it is the growing wealth 

ƛƴŜǉǳŀƭƛǘȅΦ LǘΩǎ ǘƘŜ Y ǊŜŎƻǾŜǊȅΥ ²ŀƭƭ {ǘǊŜŜǘ ǳǇΣ aŀƛƴ {ǘǊŜŜǘ ŘƻǿƴΦ ¢ƘŜ ǘƻǇ м҈ ƻǿƴ ол҈ ƻŦ ǘƘŜ ǿŜŀƭǘƘΦ 

¢ƘŜ ǘƻǇ мл҈ ƻǿƴ су҈Φ 5ƻŜǎƴΩǘ ƭŜŀǾŜ Ƴuch for everyone else. Much of the wealth for the wealthy is in 

stocks, bonds, and real estate. The top 10% own 46% of the real estate and 88% of stocks and bonds. 

With both the stock market and the housing market rising, the bottom 90% are largely missing out on 

both. That is particularly pronounced with the wealthy holding the majority of stocks and bonds.  The 

U.S. has become a deeply divided country with 18 million millionaires, 35 million living in poverty, and 
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over 45 million on food stamps. There are 705 billionaires in the U.S. as well and over 2,600 in the 

world. But the U.S. has the most. Billionaires purchase political clout. Huge wealth disparity triggers 

social unrest. Wealth disparity is even more pronounced in African and Latin American countries. But 

there is considerable wealth disparity in Europe and Asia as well.  

 

 

Source: www.stlouisfed.org, www.visualcapitalist.com  
 

5. Environmental pressures and global warming: Since 1850 the global average temperature of land 

areas has risen twice as fast as the global average. Global warming is a global problem and can only be 

resolved with a global approach. But, politically, it remains elusive. Rising temperatures have created 

all sorts of problems already with super tornadoes and storms, deadly firesτeven Siberia is on fireτ

fiercer hurricanes or cyclones, extreme rain or snow, flooding and storm surges, rising droughts, and 

extreme heat. The past five years have seen the warmest 5-year stretch in recorded history. Yet the 

politicization of global warming prevents a coordinated approach, which is badly needed. Even the 

ǿƻǊŘǎ ƻŦ ǘƘŜ άDǊŜŀǘ wŜǎŜǘέ ƘŀǾŜ ōŜŜƴ ǇƻƭƛǘƛŎƛȊŜŘ ŀƭƳƻǎǘ ōŜȅƻƴŘ ǊŜŎƻƎƴƛǘƛƻƴΦ !ƭƭ ƻŦ ǘƘƛǎ ŎƻǳƭŘ ǇǊŜvent 

anything serious being done to mitigate global warming and that could have profound impact down 

the road. Other problems include deforestation and the monstrous amount of plastic polluting and 

ŎƘƻƪƛƴƎ ǘƘŜ ǿƻǊƭŘΩǎ ƻŎŜŀƴǎΦ ¢ƘŜ Ŏƻǎǘǎ ǘƻ ƳƛǘƛƎŀǘŜ ŀƭƭ ƻŦ ǘhis is not in the trillions but in the quadrillions. 

But the potential costs of doing little are higher than the costs of doing something. It is estimated that 

millions could be displaced because of global warming.  Climate wars could erupt.  

Stock markets go through bull and bear markets (see chart on next page). The U.S. started off with a bear 
market that lasted on and off from roughly 1789 to 1813, a period of 24 years. Bear markets (6) have 
averaged 19 years in length since 1789. Bull markets (5) have averaged 21 years in length. That was helped 
by the long bull market between 1896 and 1929, although the early years of that bull until 1921 saw some 
sharp ups and downs. But generally, the markets were rising during that period. The most recent bear 
market lasted only nine years, from 2000 to 2009, culminating in the 2008 financial crisis. The collapse 
ended with the biggest bailout in economic history. That collapse was also the biggest since the Great 

http://www.stlouisfed.org/
http://www.visualcapitalist.com/
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Depression. The current bull market is now in its 11th year and, in theory, could continue the rest of this 
ŘŜŎŀŘŜΦ .ǳǘ ǘƘŀǘ ŘƻŜǎƴΩǘ ƳŜŀƴ ǘƘŜǊŜ ǿƻƴΩǘ ōŜ ŎƻǊǊŜŎǘƛƻƴǎ ŀƭƻƴƎ ǘƘŜ ǿŀȅΦ {ƛƴŎŜ ǘƘŜ Ŧƛƴŀƭ ƭƻǿ ƛƴ нллф ǿŜ 
have seen stock market corrections exceeding 15% in 2011, 2015/2016, 2018, and 2020. The steepest was 
the March 2020 pandemic panic when the DJI fell 38.4%. 

 

 
Source: www.goldchartsrus.com  
 

We have noted the longest cycle cited by Ray Merriman of MMA Cycles (www.mmacycles.com) is one of 75 
years. Starting with a significant low in 1783 there were lows seen in 1857 (74 years), 1932 (75 years), and 
2009 (77 years). We have wondered whether there is a 90-year cycle. Starting again with a significant low in 
1761 there were lows in 1843 (82 years) or 1857 (96 years), 1932 (89 years from 1843). Here we are roughly 90 
years from the Great Depression low of 1932, and we are in the midst of the steepest recession since the Great 
Depression. Homelessness has gone up substantially, tent cities proliferate, food lines stretch for blocks, and 
there has been reported an upswing in the theft of food and essentials. But, no worries; the stock market is at 
record highs. The K recovery. Given that the stock market is at record highs, the current period might be better 
compared to what was known as the Gilded Age (roughly 1870 to 1900), a period where the wealthy 
dominatedτliving in the lap of luxury while millions lived in abject poverty. The period was also called the 
Long Depression that lasted for roughly the same period.  

http://www.goldchartsrus.com/
http://www.mmacycles.com/
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Of greater importance to the current situation are the half cycles of 37.5 years and 18.75 years. The 18.75-year 
cycle (historic range 13ς22 years) is the one of most interest. From 1932 we saw a significant low in 1949 (17 
years), 1970 (21 years), 1987 (17 years), and 2009 (22 years). That cycle is next due in 2022ς2031. The 18.75-
year cycle breaks down usually into three 6.5-year cycles (range 5ς8 years). From 2009 we saw a significant 
low in 2016 (7 years). So, in theory the next one is due in 2021ς2023 or maybe at the latest 2024. The March 
2020 low, we believe, came in too early for that cycle low. Since we subsequently moved quickly to new all-
time highs, it is highly unlikely that March 2020 was that low.  

What the March 2020 low might have been was the 4-year cycle low. This cycle, according to Merriman, comes 
in accurately 81.25% of the time. The 4-year cycle low was last seen in February 2016. So, the next one was 
due August 2018ςApril 2020. Both the December 2018 low and the March 2020 low came during that period. 
Since the March 2020 low was lower than the December 2018 low it is possible that was our 4-year cycle low. 
So, using a wide range, our next 4-year cycle low could occur anywhere from December 2021 to as late as 
November 2024. There is some good overlap with the 6.5-year cycle so our expectation is that sometime over 
the next year we should see the start of a correction of at least 15% or more.  

The question is, when does this current market crest? March 2020 was a strange phenomenon as we had 
made a new all-time high in February and then in March; we took out not only the 2019 low but also the 2018 
and 2017 low, coming very close to taking out the 2016 low (DJI). Usually when we take out a previous yeŀǊΩǎ 
low we are signaling the start of a more serious bear market. But, instead, we turned around and made new 
all-time highs in November. Yes, we have had huge monthly reversals before but never one that has recovered 
so quickly. The economy may well remaƛƴ ƛƴ ŀ ǊŜŎŜǎǎƛƻƴ ǘƘǊƻǳƎƘ ƳǳŎƘ ƻŦ нлнмΦ 9ǾŜƴ ǘƘŜ Ƴƻǎǘ ƻǇǘƛƳƛǎǘƛŎ ŘƻƴΩǘ 
see the majority of the population getting the vaccine until well into Q3. And they may discover there are 
ǇǊƻōƭŜƳǎ ǿƛǘƘ ǘƘŜ ǾŀŎŎƛƴŜ ǘƘŀǘ ƘŀŘƴΩǘ ōŜŜƴ ǎŜŜƴ ōŜŦƻǊŜΦ ¢ƘŜ ǾŀŎŎƛƴŜ ƛǎ ŎƻƳƛƴƎΣ ōǳǘ ŀǘ ǘƘƛǎ ǘƛƳŜ ƛǘ ŎŀƴΩǘ ōŜ 
viewed as a panacea for what ails the economy. Still, optimism reigns for a strong GDP recovery in 2021.   

Nonetheless, it also tells us that high unemployment is going to be with us well into 2021 and the economy 
should remain in a recession, possibly even into 2022. But with the huge amounts of QE, that is what is driving 
the stock market. We have noted how much money supply (M2) has jumped since March 2020, up roughly $4 
trillion. But M1 (funds immediately accessible; i.e., ŎǳǊǊŜƴŎȅΣ ǘǊŀǾŜƭŜǊǎΩ ŎƘŜǉǳŜǎΣ ŘŜƳŀƴŘ ŘŜǇƻǎƛǘǎ ǎǳŎƘ ŀǎ 
chequing accounts and chequable deposits) is up about $2.3 trillion since the end of February. But the velocity 
of money (how quickly a unit of currency is finding its way into the economy) has actually fallen further. The 
result is that the personal savings rate is the highest seen in over 60 years.  

A key for us going forward is the S&P 500 taking out 3,700. That could put targets up to 4,000ς4,100 for the 
S&P 500. We could see those prices in 2021 as ƭƻƴƎ ŀǎ ǿŜ ŘƻƴΩǘ ǘŀƪŜ ƻǳǘ оΣнлл ǘƻ ǘƘŜ ŘƻǿƴǎƛŘŜ ŦƛǊǎǘΦ ¢ƘŜ 
market may be overbought and indicators may be screaming, but oodles of liquidity supplied by the Fed could 
send Wall Street into even greater heights of euphoria. Maybe it is really all that cannabis.  
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Source: www.stlouisfed.org  

 
Source: www.stlouisfed.org 

 
Source: www.stlouisfed.org 

http://www.stlouisfed.org/
http://www.stlouisfed.org/
http://www.stlouisfed.org/
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Chart of the Week 
 

 
Source: www.stockcharts.com 

 
Source: www.stockcharts.com 

 

We have shown the long-term charts of gold and silver in the past, but we thought it best to show them again. 
The long-term charts for both gold and silver remain very bullish. Gold broke out of a long basing pattern in 
2019. Silver followed, finally breaking out in 2020. Our original objective for gold was a minimum move to 
around $2,200. The high thus far has been $2,089 seen in July 2020. For silver, its longer-term target could be 
up to $56/$57. So far, the high has been $29.92. The driver has been the ultra-loose monetary policy of the 
central banks, negative interest rates, and a falling U.S. dollar. The pandemic has also played a role as has the 
growing civil unrest in the U.S. and elsewhere. Global geopolitical tensions can also play a role in the price of 
gold and silver.  
 

The move so far has been constrained and there are negatives down the road. But before the negatives fully 
kick in, we could see in a best-case scenario a bubble runup in 2021 that could achieve the noted targets and 
go even higher. Many analysts recommend that you own physical coins. Owning physical does require storage 

http://www.stockcharts.com/
http://www.stockcharts.com/
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so that has to be taken into consideration. The next best thing is gold and silver funds that invest only in gold 
and silver bullion. Examples of that are the mutual funds of BMG Group Inc. (www.bmg-group.com) or the 
physical ETFs offered by Sprott Securities (www.sprott.com). The next level down are various ETFs that are 
gold and silver based but could be predominantly paper gold and silver; i.e., backed by futures, not physical. 
The next level is the stocks of gold and silver producers, senior, intermediate and junior. The final level is junior 
gold and silver stocks that range from exploration companies to ones nearing production. Each level has their 
own level of risk, ranging from very high to moderate to low. The lowest risk is physical gold and silver and 
some recommend that physical gold and silver form the base of a well diversified portfolio. Physical gold and 
silver are negatively correlated to both stocks and bonds.  
 

There was a major low for gold in December 2015 at $1,045. While the level has been tested it has held. We 
believe that was an important 7.83 cycle low (range 7ς9 years). That low was 86 months (7.2 years) from the 
important October 2008 low. That low in turn was 90 months (7.5 years) from an important April 2001 low. It 
is also believed that April 2001 was an example of a possible 23ς25 cycle low as it came 25 years after an 
important 1976 low. If the cycles are correct, then the next 23ς25 year cycle low is due on a wide range 
anywhere from 2022 to 2026. The next 7.83 cycle low would be due anywhere from 2022ς2024. The two 
would most likely coincide.   
 

What we believe is occurring right now is gold trying to find its 31.3-month cycle low (range 26ς36 months). 
From the important December 2015 low, we saw a very good low at $1,167 in August 2018 (32 months). The 
next one is due April 2021 +/- 5 months. We are right in that time frame. With the first 31.3-month cycle a 
higher low, it is probably no surprise that this one too will be higher low. Eight of the past ten years have seen 
lows in December (mostly) or November. Silver has not made new lows as its cycles are slightly different than 
ƎƻƭŘΩǎΦ .ƻǘƘ ŎƻǇǇŜǊ ŀƴŘ ǇƭŀǘƛƴǳƳ ƘŀǾŜ ōŜŜƴ ƳŀƪƛƴƎ ƴŜǿ рн-week highs and gold is closely tied to both. 
Shakedowns like what we have seen recently are futures driven, paper gold, not the selling of physical gold.   
 

Odds highly favour that gold could be making an important low this month. Confirmation of a low comes when 
gold clears $1,950 and silver clears $25/$26. The next phase, the final 31.3-month phase in the current 7.83-
year cycle, could see gold move into a bubble runup before it crests. A bearish rebound from here would see 
gold struggle to make new highs past $2,089 the August 2020 high. A strong move past our initial target of 
$2,200 would tell us we are headed a lot higher.  
 

¢ƘŜ ŎƻƴŘƛǘƛƻƴǎ ŀǊŜ ǘƘŜǊŜΦ ²ŜΩǊŜ ƭƻƻƪƛƴƎ ŀǘ ǊŜŎƻǊŘ ǎǇŜƴŘƛƴƎ ŀƴŘ ŘŜŦƛŎƛǘǎΣ ŀ ǎǘƻŎƪ ƳŀǊƪŜǘ ōǳōōƭŜ ǘƘŀǘ ǎŜŜǎ ƳƻǊŜ 
money chasing fewer goods (stocks)τi.e., asset inflationτa falling U.S. dollar (fiat currencies), geopolitical 
tensions and domestic political tensions that could, as some believe, lead to civil war in the U.S., millions 
unemployed, food lines, and growing poverty. Crypto currencies have benefited, but they are not real and they 
are still subject to hacks and scams. Overall, the crypto market remains small. If problems start in other 
countries, funds flee usually to the U.S. and the U.S. stock market benefits as does gold. Cycles suggest gold 
could be making an important low now, December 2020.  
 

Below is a chart called the Gold Cycle Indicator (GCI) originally from Gold Predict (www.goldpredict.com). 
Apparently, it suggests market bottoming when it goes under a certain level. This chart is dated November 27, 
2020 so if anything, it might be worse now. Irrespective of this, the analyst who posted this suggested that 
there would probably be another dip into December before gold bottoms for good. We are now in the process 
of making that low.  

http://www.bmg-group.com/
http://www.sprott.com/
http://www.goldpredict.com/
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Source: www.fxempire.com, www.goldpredict.com  

 
 
  

http://www.fxempire.com/
http://www.goldpredict.com/
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MARKETS AND TRENDS 
   % Gains (Losses)                                 Trends 

 Close 
Dec 31/19 

Close 
Dec 11/20 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly (Long 
Term) 

Stock Market Indices        

S&P 500 3,230.78 3,663.46 (new 
highs) 

(1.0)% 13.4% up up up 

Dow Jones Industrials 28,645.26 30,046.37 (new 
highs) 

(0.6)% 5.3% up up  up  

Dow Jones Transports 10,936.70 12,672.38 (new 
highs) 

(0.6)% 16.3% up up up  

NASDAQ 9,006.62 12,377.87 (new 
highs) 

(0.7)% 38.0% up up up 

S&P/TSX Composite 17,063.53 17,548.92 0.2% 2.8% up  up up 

S&P/TSX Venture (CDNX) 577.54 780.30 (new 
highs) 

1.5% 35.1% up up  up  

S&P 600 1,021.18 1,086.59 (new 
highs) 

0.1% 6.4% up up  up  

MSCI World Index 2,033.60 2,089.65 (new 
highs) 

(0.4)% 2.8% up up up 

NYSE Bitcoin Index  7,255.46 18,058.07 (4.9)% 148.9% up up up 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 241.94 291.68 (0.3)% 20.6% down neutral  up  

TSX Gold Index (TGD) 261.30 310.88 (0.5)% 19.0% down down (weak) up  

        

Fixed Income Yields/Spreads         

U.S. 10-Year Treasury yield 1.92 0.90 (7.2)%  (53.1)%    

Cdn. 10-Year Bond yield 1.70 0.71 (10.1)% (58.2)%    

Recession Watch Spreads        

U.S. 2-year 10-year Treasury spread 0.34 0.78 (4.9)% 129.4%    

Cdn 2-year 10-year CGB spread 0 0.45 (13.5)% 4,500.0%    

        

Currencies        

US$ Index 96.06 90.92 0.3% (5.4)% down down down  

Canadian $ 0.7710 0.7840 (new 
highs) 

0.1% 1.8% up  up  neutral 

Euro 112.12 121.14 flat 8.0% up up  up 

Swiss Franc 103.44 112.45 (new 
highs) 

0.3% 8.7% up  up  up 

British Pound 132.59 132.24 (1.6)% (0.2)% neutral up  up  

Japanese Yen 92.02 96.12 0.1% 4.4% up  up  up  

         

Precious Metals        

Gold 1,523.10 1,843.60 0.2% 21.0% down neutral up  

Silver 17.92 24.09 (0.7)% 34.4% down (weak) up (weak) up  

Platinum 977.80 1,021.80 (4.8)% 4.5% up  up up  

        

Base Metals        

Palladium 1,909.30 2,333.10 (1.1)% 22.2% up up  up 

Copper 2.797 3.53 (new highs) 0.3% 26.2% up up up  

         

Energy        

WTI Oil 61.06 46.57 0.7% (23.7)% up  up  down 

Natural Gas 2.19 2.59 0.4% 18.3% down up  neutral 

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 
 
The markets put in a bit of a reversal week this past week. We first saw new all-time highs, then the markets 
reversed and closed lower on the week. But the S&P 500 did not put in an outside week so it was just a 
reversal but not a key reversal week. The S&P 500 fell about 1.0% this past week. The Dow Jones Industrials 
(DJI) was down 0.7% while the Dow Jones Transportations (DJT) was off 0.6%. The NASDAQ fell 0.7%. The S&P 
500 equal weight index was down 1.1%. But small caps continued to buck the trend as the S&P 600 rose 0.1%. 
The Russell 2000 also gained up 1.1%. Both indices made new all-time highs. The small cap stocks rallying is 
supposed to show how strong this market is. But is it everyone rushing in at the top? In a possible telling tale, 
Bitcoin did not make new all-time highs again and fell 4.9%, its sharpest drop in weeks. Is this a sign? Bitcoin 
and the stock markets have been closely correlated in the past.  
 
In Canada, the TSX gained 0.2% but the small cap TSX Venture Exchange (CDNX) was up 1.5%. In the EU, the 
London FTSE was up a small 0.1%, the Paris CAC 40 was down 1.8%, while the German DAX fell 1.4%. In Asia, 
/ƘƛƴŀΩǎ {ƘŀƴƎƘŀƛ LƴŘŜȄ ό{{9/ύ ŦŜƭƭ нΦу҈ ŀƴŘ ǘƘŜ ¢ƻƪȅƻ bƛƪƪŜƛ 5ƻǿ ό¢Ybύ ƳŀŘŜ ƴŜǿ рн-week highs again but 
closed down 0.4% on the week. The MSCI World Index lost 0.4% but once again made new all-time highs as 
well.  
 
The markets may remain in nose-ōƭŜŜŘ ǘŜǊǊƛǘƻǊȅΣ ōǳǘ ǘƘŀǘ ŘƻŜǎƴΩǘ ƳŜŀƴ ǿŜ ŀǊŜ ƎƻƛƴƎ ǘƻ Ŧŀƭƭ ƛƳƳŜŘƛŀǘŜƭȅΦ Lƴ 
fact, the Santa Claus rally and the January effect may soon be getting underway. The prime beneficiary of the 
Santa Claus rally is often the small cap stocks represented on the S&P 600, the Russell 2000 and the TSX 
Venture Exchange (CDNX). Overall, historically small cap stocks tend to outperform during January.  

http://www.stockcharts.com/
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The markets may move lower first before we begin the Santa Claus rally. So, we are coming into those periods. 
What one has to watch is the last six trading days of the year and the first three trading days of January. They 
are usually the clue for the January effect. If they are down, then that could continue into January. But if they 
are up, then January could be a good month.  
 
We are at a bit of a crossroads here. The indicators are screaming overbought. Sentiment is in the 
stratosphere. Yet the market does not fall. Unless, of course, some support zones fall. That is all we can look at 
for clues that the rally may finally be over. We continue to bounce up against the top of a channel. So, we 
really need to break through that level to tell us we are going higher. A firm move above 3,700 and consecutive 
closes over that level would tell us we are headed for 4,000ς4,100. But a breakdown below 3,500 would 
suggest at least a temporary top. Under 3,300 would tell us that a top of some significance could be in and 
under 3,100 we could start a panic decline. This past week may have once again given us a bearish sign but to 
confirm it we need to break down lower. Otherwise, any good move over 3,700 would point us higher once 
again.  
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Source: www.stockcharts.com 

 
The NASDAQ continues its march into record territory. Okay, it pulled back a bit at the end of the week. After 
making yet another all-time high on Tuesday the NASDAQ was slammed on Wednesday as the bloom came off 
the FAANGs. Facebook faces calls to break it up.  Facebook fell 2.2% this past week. Google (Alphabet) was 
worse, down 2.5%. Amazon lost 1.5% while Microsoft was off 0.5%. But Netflix gained 1.0% while Apple was 
up 0.1%. Tesla got even bigger, up 1.8% to even higher new highs. The big value stock Berkshire Hathaway fell 
2.0%. With the NASDAQ making new all-time highs once again, then closing lower on the week, it qualifies 
ŀƎŀƛƴ ŀǎ ŀ ǊŜǾŜǊǎŀƭ ǿŜŜƪΦ .ǳǘ ƛǘ ǿŀǎƴΩǘ ŀƴ ƻǳǘǎƛŘŜ ǊŜǾŜǊǎŀƭ ǿŜŜƪΤ ƳŜŀƴƛƴƎΣ ƛǘ ŘƛŘ ƴƻǘ ǘŀƪŜ ƻǳǘ ǘƘŜ lows of the 
ǇǊŜǾƛƻǳǎ ǿŜŜƪΦ Lǘ ƭŜŦǘ ǿƘŀǘ ǿŜ Ŏŀƭƭ ŀƴ ŜǾŜƴƛƴƎ ǎǘŀǊ ƻƴ ǘƘŜ ŎƘŀǊǘǎΦ LǘΩǎ ŀ ōŜŀǊƛǎƘ ǇŀǘǘŜǊƴΣ ōǳǘ ŀǎ ǿŜ ƘŀǾŜ ǎŜŜƴ ǎƻ 
many times in the past few months, we get these bear patterns, there is slight follow-through, and then it is 
onward and upward onŎŜ ŀƎŀƛƴΦ {ƻΣ ǿŜ ǿƻƴΩǘ Ǉǳǘ ƳǳŎƘ ŦŀƛǘƘ ƛƴ ƛǘ ǳƴǘƛƭ ǿŜ ōǊŜŀƪ ƪŜȅ ǎǳǇǇƻǊǘ ŀǊŜŀǎΦ !ƴŘ ǘƘŀǘ 
ǿŜ ŘƻƴΩǘ ǎŜŜ ƘŀǇǇŜƴƛƴƎ ǳƴǘƛƭ ǿŜ ōǊŜŀƪ ǳƴŘŜǊ ммΣпллΦ ! ōǊŜŀƪŘƻǿƴ ǳƴŘŜǊ ммΣнлл ŎƻǳƭŘ ǘƘŜƴ ǎŜƴŘ ǘƘŜ b!{5!v 
down to the 200-day MA near 10,200. If the market is serious about falling, we first need to see some 
downside follow-through this week.    

http://www.stockcharts.com/
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Source: www.bloomberg.com  
 
Maybe a frenzy of IPOs is what marks a stock market top. We do recall the frenzy that was in the late 1990s as 
the NASDAQ soared into the stratosphere and we all kept wonderingτwhy are people buying this stuff? 
Eventually we got the answer when it all crashed. The crash in the NASDAQ during 2000ς2002 was 78.4%. That 
fell short of the 89% decline experienced by the DJI 1929-1932. It took the DJI until 1954 to regain its 1929 
high. The NASDAQ regained its high a little faster, taking only until 2015. The NASDAQ has gained another 
140% since then.  
 
But 2020, like 1999, has seen a frenzy of IPOs. We can only guess itΩǎ ōŜŎŀǳǎŜ ƻŦ ŀƴ ŀǇǇŜǘƛǘŜ ŦƻǊ ǘƘŜƳ ōǳǘΣ ƭƛƪŜ 
мфффΣ Ƴŀƴȅ ƻŦ ǘƘŜƳ ŘƻƴΩǘ ƳŀƪŜ ŀƴȅ ǎŜƴǎŜΦ ¢ƘŜȅ ŀǊŜ ŀƭǊŜŀŘȅ ƻǾŜǊǾŀƭǳŜŘ ōȅ ǘƘŜ ǘƛƳŜ ƻƴŜ ōǳȅǎ ǘƘŜƳΦ !ƛǊōƴō 
(ABNB) and DoorDash (DASH) are but the latest. Both came out in a frenzy. Airbnb soared quickly from its 
original offering price of $68 to $146, making it a $100 billion company quickly.  This is a company that lost 
$697 million up to September 30 and has been hit hard by the pandemic. We can only guess it works if one 
thinks travel will quickly recover. DoorDash also soared in its debut to a value of $71 billion or almost as much 
as FedEx. And they have to compete with Uber Eats and SkipTheDishes.  Airbnb quickly surpassed Bookings 
Holdings (BKNG), Expedia (EXPE), and TripAdvisor (TRIP).  
 
Others that took part in the recent frenzy include Certara (CERT), Pharma Live, AbCellera (ABCL), Snowflake 
(SNOW), and Ant Group (trades in Hong Kong). Overall, it has been a frenzy of offerings and it feels like 1999 all 
over again.  

http://www.bloomberg.com/
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IŜǊŜΩǎ ǘƘŜ ƳƻƴǘƘƭȅ b!{5!v ǎƛƴŎŜ мфумΦ ¸ŜǎΣ ŀŦǘŜǊ ȅŜŀǊǎ ƻŦ ǘǊŀŘƛƴƎ ōŜƭƻǿ ǘƘŜ ƳƛŘŘƭŜ ƭƛƴŜ ǘƘŜ b!{5!v ōǊƻƪŜ 
out above it just this year after the March 2020 pandemic crash. So, does this mean we are on our way to the 
heights? ¢ƘŜ ǘƻǇ ƻŦ ǘƘŀǘ ŎƘŀƴƴŜƭ ƛǎ ǿŀȅ ǳǇ ŀǊƻǳƴŘ нлΣлллΦ LǘΩǎ ŀŎǘǳŀƭƭȅ ƻŦŦ ǘƘŜ ŎƘŀǊǘΦ bƻǿ ǘƘŀǘ ǎƘƻǳƭŘ ƎŜǘ ǘƘŜ 
bulls chortling. Or will reality set in? That chart suggests that the NASDAQ could continue to soar into 2021. 
Mania anyone?  
  


