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Following highs, golden consolidation, crashing cryptos, toppy oil, lumber pullback, reverse repos 
 
Monday the 24th is the Victoria Day holiday here or the “two-four” as it is called. So a shortened report 
discussing the gold market and stock market.  
 
Stock markets rolling over for at least a pullback but we still see possible new highs later following a pullback. 
Gold consolidating below next breakout points. Some believe gold is topping for good but no real extremes yet 
so gold should break through. Cryptos have probably topped with both Bitcoin and Dogecoin crashing. An 
omen? Oil looks toppy as well and lumber has pulled back sharply from its high. Yet the concern is inflation? 
But what is the Fed doing reverse repos for? We have a look.  Reverse repos signal possible increasing pressure 
on rates, which could reduce liability values and improve balance sheets of insurance companies such as Sun 
Life Financial Inc. which pays a dividend and is held in the Canadian Conservative Growth Strategy.*   
 
A long weekend in Canada. Weather is nice. Get outside. 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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“Over the long run, the price of gold approximates the total amount of money in circulation divided by the 
size of the gold stock. If the market price of gold moves a long way from this level, it may indicate a buying 

or selling opportunity.” 
—Ray Dalio, American billionaire investor and hedge fund manager, co-chief investment officer of 

Bridgewater Associates 1985–present, founded Bridgewater 1971; b. 1949 
 

“The stock market is overvalued. I feel another crash will happen. That’s why I’m in gold …… 50% of my net 
worth is gold.” 

—Naguib Sawiris, Egyptian billionaire businessman, Chairman Weather Investments and Chairman 
Orascom Telecom Holding; b. 1954 

 
“I did not know that mankind were suffering for want of gold. I have seen a little of it. I know that it is very 
malleable, but not so malleable as wit. A grain of gold will gild a great surface, but not so much as a grain of 

wisdom.” 
—Henry David Thoreau, American naturalist, essayist, poet, philosopher, author Walden, Life in the Woods 

(1854) and others, essay Civil Disobedience aka Resistance to Civil Government (1849) and others; 1817–
1862 
 

The Gold Market 
 
The debate continues. Are we headed for a super-inflationary period as some are predicting? Or is the inflation 
story blown out of proportion? Canada followed the U.S. with an unexpected sharp rise in inflation in April 
2021. The CPI increased at the fastest rate in nearly a decade, led by a rise in gasoline prices. Statistics Canada 
reported a 3.4% year-over-year rise in the CPI for April vs. 2.2% in March. It was highest reading since May 
2011. Grant you, some of the key reasons for the rise in April 2021 in both the U.S. and Canada were that April 
2020 saw a huge plunge in inflation because of the pandemic. Inflation was coming out of a deep hole. The 
increase was actually largely in line with expectations. The core inflation rate also rose up 2.3% year-over-year. 
The market was looking for a gain of 2.1%. The rise so far is not much different than what was seen back in 
2011 as the economy came out of the 2007–2009 Great Recession.  
 
One of the biggest gainers was gasoline prices that leaped 62.5% year-over-year. However, recall that gasoline 
prices a year earlier in April 2020 were at their lowest levels in years. If gasoline prices were removed from the 
CPI the gain was only 1.9%. Despite cries that we are headed for an inflationary depression as the core rate 
was above the Bank of Canada’s (BofC) threshold of 2.0%, the likelihood of the BofC reacting to this report is 
probably nil.  The BofC is not going to be shaken by a one-month report. As with the Fed, the central bank will 
probably need to see a few reports and a trend developing. The BofC has already noted that they may begin to 
taper their bond purchases. The BofC remains more concerned about the huge run-up in house prices than 
they do about inflation.  
It is noteworthy that, despite the big rise in prices of food stuffs, lumber, oil and gas, and more, there has also 
been some retrenchment of late. WTI oil, after hitting a high of $67.02—short of the March 8 high of $67.98—
plunged almost 7%. Lumber, whose prices had been going through the roof has now plunged roughly 25% 
from its recent high. Have lumber prices topped? That’s a distinct possibility. WTI oil continues to trace out of 
what could be a double top pattern with the recent $67.02 high and the March high of $67.98. Things start to 
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break down under $60 and the neckline of the top pattern is at $58. Oil prices are facing headwinds as 
production increases in the U.S. and the U.S. and Iran continue to try and find a solution to their differences. 
Increased production from Iran would hurt oil prices despite production cuts led by Saudi Arabia.  
 

Canada Inflation Rate and Core Inflation Rate 1996–2021 
 

 
Source: www.tradingeconomics.com, www.statcan.gc.ca  

 
With all the talk of inflation many believe gold will protect them. Yes, gold rose during the inflationary 1970s. 
However, at the same time gold was rising because gold was now free trading after President Richard Nixon 
took the world off the gold standard in August 1971. Bretton Woods was now dead and the world embarked 
on an experiment in fiat currencies. Currencies, which were previously fixed to the U.S. dollar were set free to 
float. Following the end of the gold standard and the start of free-trading currencies, the overvalued U.S. dollar 
started a long decline. Gold prices rose as the U.S. dollar fell. Russia invaded Afghanistan in December 1979 
and gold prices doubled into January 1980 for their peak. Fed Chair Paul Volcker, by hiking interest rates to 
20%, helped kill the gold rally and for the next twenty years gold prices were on a downward trajectory.  
 
Gold rose during the 2000s even as inflation remained low. Our chart below of the Gold/CPI ratio shows gold’s 
long decline vs. inflation from 1980 to 2001 and the long climb from 2001 to 2011. The gold/CPI ratio has 
pulled back from its recent high but appears to be trying to find support at the 23-month MA. As with gold’s 
recent low at $1,673, the recent low for the gold/CPI ratio was at 6.32. It is key now that these levels hold if 
gold is to go higher. The chart of the gold/CPI ratio largely mimics the chart of gold itself. But, as we can see, 
the gold/CPI ratio is still not back at the highs of 1980 when it hit 11.19.  
 
The recent FOMC minutes raised the spectre of the Fed tapering its bond purchases. That proved to be a little 
negative for gold as gold sold off. The Fed is also concerned about inflation and asset inflation but for the time 
being they are going to maintain their dovish posture. The Fed believes that the economy is coming along but, 
despite rising employment and vaccines getting into arms, there remain dislocations and supply bottlenecks as 

http://www.tradingeconomics.com/
http://www.statcan.gc.ca/


 

 
 

4 of 17 

 

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 

well as shortages that could impact prices. But shortages can disappear as more production comes online and 
supply bottlenecks are broken up.  
 

 
Source: www.stockcharts.com 

 
There was one thing the Fed did this past week that was not fully expected: reverse repos. What are reverse 
repos? Well, they are the opposite of repos. Repos occur when the Fed buys securities from the market with a 
fixed maturity date and gives the banks cash. Reverse repos the Fed sells securities to the market for cash. 
Repos provide liquidity to the market. Reverse repos drain liquidity from the market. So why would the Fed do 
that?  
 
It seems the banks were clamoring for the Fed to ease off on QE. They have too much cash and nowhere to put 
it. Not in the stock market either, it seems. It appears that the banking system is struggling with all that cash 
and the pressure to taper could come from the banks. The banks have a lot of cash and it is held on their 
balance sheet as bank reserves. But in buying treasuries from the Fed, they lower their reserves and increase 
treasury holdings. So, the Fed, it now appears, is giving with one hand ($120 billion/month buying treasuries 
and MBS for QE4) and taking with the other (reverse repos). Bank reserves are an asset on the banks’ balance 
sheets but a liability on the Fed’s balance sheet. Bank reserves had spiked to $3.9 trillion.  
 
Apparently, it had got so bad with cash at the banks that the banks were doing repos at negative rates. Usually, 
the Fed does these types of monetary operations at year end. However, not at this point in time. Has the Fed 
lost control in the market? Rather than the fear of tapering being bad for gold this might actually be good if the 
sense is that the Fed and the banking system have a problem. Gold sold off on the potential for tapering but 

http://www.stockcharts.com/
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steadied quickly and closed higher for the third week in a row, up 2.1%. Silver was a little quieter, closing up 
only 0.5%, but its recent gains are still leading gold. The gold stocks also enjoyed a good week with the Gold 
Bugs Index (HUI) up 4.5% and the TSX Gold Index (TGD) up 3.5%. Both indices are now positive on the year 
after being down through the first few months.  
 

Bank Reserves at the Fed, $ trillions 
 

 
Source: www.stlouisfed.org  

 
The Fed also recognized the narrow credit spreads of corporate bonds to U.S. treasuries. Credit spreads are at 
their lowest levels in years. The current AAA spread to U.S. treasuries is 0.47% vs. 1.26% a year ago during the 
March 2020 pandemic crash. Similarly, for BBB spreads at 1.14% vs. 3.96% and CCC spreads at 6.52% vs. 
17.94%. Over half of U.S. corporate bonds outstanding are rated BBB, the lowest investment quality spread. At 
current levels, which are as low as they have been in years, credit spreads have only one way to go and that is 
up. Credit spreads this low are not sustainable.  
 

 
Source: www.stlouisfed.org  

 
 
Still, the talk of taper from the Fed brought back memories of the 2013 gold crash that saw gold fall $229 over 
the weekend of April 12, 2013 to $1,335. Silver fell over $5 to $22.52. Taper talk was one of the reasons, along 

http://www.stlouisfed.org/
http://www.stlouisfed.org/
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with talk of central bank gold selling to bail out bankrupt Cyprus banks. Our chart below shows the period 
2011–2013 that included the top in August/September 2011 and the April 2013 crash. Before that, both gold 
and silver had appeared to be breaking out following a corrective period from the 2011 top. But the long 
downward drift got underway in the latter part of 2012 and that led to the crash as the bottom fell out. 
Massive selling of futures and the triggering of stop losses as significant support gave way at $1,525/$1,550 
also helped the collapse. For silver, the collapse accelerated under $26. Gold and silver did not make their final 
low until December 2015 with gold at $1,045 and silver at $13.62, a decline of 46% for gold and 72% for silver 
from the 2011 highs.  
 

 
Source: www.stockcharts.com  

 
Given both gold and silver topped back in August 2020, the question now is, can they recover to the 2020 highs 
and go even higher? The street consensus is that we will. However, while the potential is there, one should not 
underestimate the resistance zones that remain for both gold and silver to move higher.   
 

http://www.stockcharts.com/
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We have stated that we believe we saw our 31.3-month cycle low in March at $1,673. The question, however, 
is will the third and final phase of the longer 7.83 cycle as well as the coming due 23–25-year cycle low skew 
left, center, or right? The ideal is a right skew that takes gold to new heights late in the cycle. The nightmare 
skew is the left skew where gold fails at critical levels. Thoughts of a taper have us poised to hope for a right 
skew, but be aware of a left skew. The reverse repos performed by the Fed seemed to stop gold’s fall this past 
week as the perception was that there might be a problem.  
 
The 2011 high was a left skew of the second 7.83-year cycle, out from the major 23–25-year cycle lows seen in 
1999 and 2001. The first 7.83-cycle low bottomed in October 2008 (7.5 years from the April 2001 low) and the 
second bottomed in December 2015 (7.2 years from the October 2008 low). The high came three years from 
the October 2008. For the next four years gold moved increasingly lower. We cannot rule out that the third top 
was the August 2020 high at $2,089. Recall that, at that high, gold made new highs above the 2011 high but 
silver did not, a divergence. In February 2021 silver made new highs for the current move, while gold did not. 
As well, gold made new lows on the recent move to the downside but silver did not. These divergences should 
not be ignored.  
 

 
Source: www.stockcharts.com  

 
There remains considerable potential for gold (and silver) to move higher from here. Silver has held nicely 
above its 40-week MA and appears to be making a rising triangle. But silver still needs to successfully break 

http://www.stockcharts.com/
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above $29 to suggest to us that we could make new highs above $30.35 the February high. Targets could be 
minimum up to $39/$40 if that happens. Gold is breaking its downtrend line from the August 2020 high and is 
breaking above its 40-week MA, both positive developments. However, gold has resistance at $1,880/$1900 to 
break through, then further resistance at $1,960 and again at $2,000. Above $2,000 the odds increase that 
new highs could be seen above $2,089, the August 2020 high. Targets could be up to $2,200 to $2,500.  
 
Similarly, silver needs to break above $29 to suggest to us that the August 2020 high and the February 2021 
high could fall. Silver needs to hold above $26.50 at minimum on any pullback, while gold needs to hold above 
$1,750 and preferably above $1,800 if this rally is to continue.   
 
There are other positives. Gold is rising in all major currencies as shown by the chart below.  
 

Gold in Currencies 2021 

 
Source: www.stockcharts.com  

 
Gold has been a huge underperformer to Bitcoin. It is possible that is about to change given Bitcoin’s recent 
collapse (along with the other cryptocurrencies). Has the bubble burst for the cryptos? Our target on Bitcoin is 
minimum $25,000. It could be even lower. Our chart below of the Gold/Bitcoin Ratio shows gold is starting to 
outperform Bitcoin. However, this is by no means confirmed as gold has more work to do to break that 
downtrend line that has been in place since 2015. Currently at 0.0512, the ratio needs to break out over 0.125 
to confirm that gold has bottomed against Bitcoin. The accusation has been that Bitcoin has taken away from 
gold. Could that relationship be changing so that, as Bitcoin comes down, some of the funds are switching into 
gold? Currently the ratio is extended, according to the RSI, now well over 70.  
 
 
 

Continued on next page 

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

Could gold be making a bottom against the S&P 500? Our chart of the Gold/S&P 500 ratio shows the ratio 
made a low recently at 0.42. In 2018 the low was seen at 0.41. Could this be a multi-year double bottom, not 
dissimilar to the lows made from 2002 to 2006 before gold took off to its ultimate high in 2011? Again, there is 
considerable work to do first to regain above 0.50 the 200-day MA. However, at 0.46 we are closing the gap.  

 
Gold/S&P 500 Ratio 2000-2021 

 

 
Source: www.stockcharts.com  

 

http://www.stockcharts.com/
http://www.stockcharts.com/
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Gold, silver, and the gold stocks represented here by the TSX Gold Index are starting to rise while WTI Oil and 
the S&P 500 could be rolling over. The CRB is tipping a bit as well so an eye needs to be kept on that. 
Gold/silver are negatively correlated to the stock market so we could be seeing here a shift out of the markets 
that have been rising in the early part of the year (stocks and cryptos) and into gold. We note that silver and 
the gold stocks have recently turned positive on the year and gold is not far behind. This could be a positive 
sign for gold going forward, subject to the challenges that gold still faces as noted above.  
 

 
Source: www.stockcharts.com  

Gold as money has been around for over 3,000 years. Gold is money and the latest experiment with fiat 
currencies is not the first. All other experiments with fiat currencies eventually failed. Fiat currencies are just 
paper, whereas gold and silver have held their value throughout history. Man has gone back and forth with 
gold standards (and silver). Fiat currencies fail when no one will accept what the government has issued any 
longer. Translation: it isn’t worth the paper it is printed on. Gold has been used primarily in jewellery along 
with electronics and is a powerful electricity conductor. Central banks universally (with exceptions—Canada?) 
maintain gold reserves and some such as Russia and China have been adding to their gold reserves to help 
boost the value of their currency. Gold is nobody’s liability. Gold is non-correlated to other assets such as 
stocks and bonds.  
 
Gold represents a small proportion of global assets. Above ground gold supplies, all the gold ever mined in the 
world is worth about $11.8 trillion at current prices. Above ground silver supplies are worth only about $700 
billion. All the cryptocurrencies are worth about $1.5 trillion. But the global stock market is about $95 trillion, 
the global bond market $130 trillion, global real estate market $280 trillion, global debt $281 trillion, and 
global wealth $360 trillion. All the gold stocks in the world are only worth about $500 billion, making them 
about the same size as JP Morgan Chase. Bitcoin is still worth over $750 billion more than all the gold mining 
companies in the world. Gold, silver, and gold stocks represent a very small portion of global assets, less than 
4%. For the record, the notional value of all the world’s derivatives is estimated to be around $600 trillion, 
although some have pegged it in excess of $1 quadrillion. That’s notional value. Its actual market value is about 
$12 trillion.  
 

Continued on next page 
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Source: www.biggerpockets.com  

 
 
Gold has been rising as global debt rises. When looking at the U.S. alone we note that U.S. government debt is 
roughly $28.2 trillion. The U.S.’s gold reserves of 261.5 million ounces are worth today about $490 billion. They 
are carried on the books of the Federal Reserve at about $11 billion. It is interesting to note that the U.S. debt 
limit is currently $21.988 trillion. Following a 2-year suspension the U.S. debt limit next comes up for renewal 
on July 31, 2021. The U.S. Treasury has already raised the potential for this to be a major problem, especially 
given how tight things are in the U.S. Congress and Senate. Legislative action is essential and a hung Congress 
and Senate could see a debt limit fight stretched out, putting the U.S. at risk of default. Unless a deal is agreed 
upon beforehand or another suspension is agreed upon there remains the real risk of a default or, at best, 
significant closings and shutting down of programs in order to stay onside. Given the current political situation, 
the odds of an agreement on the debt limit could be low. A fight over the debt limit would be positive for gold.  
 
What would gold be worth if it was to back the U.S. monetary base? The U.S. monetary base is estimated to be 
$5.8 trillion. To fully back the monetary base the gold price would need to be at $22,239. Even to reach 30% 
backing, gold would need to be at $6,670. We have a long way to go.  
 
 
 
 
 

Continued on next page 
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Source: www.goldchartsrus.com  

 
Taper talk and inflationary scares may be just that. Talk and scares. The U.S. economy still has a lot of slack. 
The Fed would consider tapering only if the economy were to show sharp improvement towards their goals. 
Although the Fed doing reverse repos throws a bit of a wrench into tapering. However, even at the most 
recent meeting all Fed participants agreed we were not there yet. The Fed would want to see real 
improvement, not just forecasts that things might improve. As to inflation, the reports at this time are a one-
off. The Fed and the BofC are going to want to see a series of reports above their inflation guidelines before 
they might react. They both have ways they can control the long end of the yield curve if necessary. Note that 
bond yields made their high back in late March. Since then, the U.S. 10-year treasury note yield has been 
slowly rolling over.   
 
All of this should be good for gold going forward. We just need to successfully break above our points to 
confirm the breakout and move to potentially new all-time highs. And, of course, not breach any important 
downside points. We have long memories, unpleasant ones, of what happened in 2013.   

http://www.goldchartsrus.com/
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The Stock Market  
 

 
Source: www.longtermtrends.net  

 
It is, we admit, hard to imagine what an extreme bubble is. But extreme bubbles happen more often than 
people think. Tulip bubble, South Sea bubble, and the Mississippi land bubble are the bubbles of lore described 
in Charles Mackay’s book Some Extraordinary Popular Delusions and the Madness of Crowds (1841). But 
Charles Mackay’s book remains relevant today. Since then, there have been numerous bubbles, almost too 
many to describe. Many of them over the past century live on in lore. The Dow Jones bubble (1921–1929), the 
Japanese land and stock market bubble (1982–1990), the gold and silver bubble (1976–1980), and the NASDAQ 
bubble (1995–2000). Then there were the bubbles of individual stocks. Their names live on in infamy: Bre-X, 
Nortel, Fanny Mae are but a few that soared, then crashed, and even just disappeared, never to be seen again. 
Where art thou, Bre-X? Alas, we once knew you.  
 
Today, the most visible bubble has been Bitcoin (with a nod to Dogecoin) that has soared over 1,500% from 
lows seen in March 2020 to its recent top in April 21. Reality bites as Bitcoin is now down 43% from that lusty 
high and appears poised to fall a lot further. And that wasn’t even Bitcoin’s most spectacular bubble. From July 

http://www.longtermtrends.net/
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2016 to a peak in December 2017 Bitcoin soared over 4,100%, only to crash and burn over the next year, 
falling 84%. Did we mention that Amazon is up over 10,000% since 2008? A reminder that what goes up fast 
comes down even faster. We have previously noted what appears to be a large topping pattern on Amazon. It 
breaks down under $3,100 and $2,900. From there the fall could be swift. When the bubble bursts there are 
no prisoners.  
 
The Roaring Twenties saw the Dow Jones Industrials (DJI) soar 497% from 1921 to 1929. Then the DJI crashed 
89% from 1929 to 1932 during the Great Depression. It took another 25 years for the DJI to recover the 1929 
high. Japan’s Nikkei Dow soared almost 1,900% in the 1980s. Thirty-two years later the Nikkei still hasn’t 
recovered that high. Gold soared over 2,200% in the 1970s, topping in 1980. It took gold another 27 years to 
see that price again. On an inflation-adjusted basis gold still hasn’t recovered that 1980 high.  
 
So, what of now? Since the financial crash low in March 2009 the S&P 500 has soared 527%, actually 
surpassing the DJI of the Roaring Twenties. Yet many would say we are not in a bubble. Push interest rates to 
zero and keep them there and supply endless amounts liquidity to the markets through QE1, 2, 3, and now 4 
and some of that money might find its way into the stock market. Since 2008, U.S. Federal Government debt 
has soared 177%, money supply (M2) is up 163%, total U.S. debt (government, corporations non-financial and 
financial, and households) is up 72% while the Federal Reserves balance sheet has soared 755%. That last item 
is the real clue as to why the stock market has soared over the past dozen years.  
 
Yes, along came the pandemic and interrupted things. Wall Street had a hiccup and fell over 35% in the March 
2020 crash. Main Street lost 22,362 thousand jobs as the official unemployment rate soared to 14.75%. 
Despite billions in rescue packages of pandemic cheques, enhanced unemployment benefits, and more as of 
the last jobs report in April, the U.S. was still short over 8,000 thousand jobs from where they were in February 
2020. Yet all of a sudden, the big worry is inflation? 
 
Wage inflation is not something they need worry about. It is interesting to note that the employment-
population ratio for the key working group age of 25–54 years is currently 76.9%. It was 80.5% in January 2020 
and if we go back further to 2000 it was 81.9%. The numbers for Blacks and Latinos are even lower. The 
number employed when compared to the working age population has fallen sharply for all ages. Yes, jobs are 
opening up, but most are at the low end of the wage scale where the minimum wage remains $7.25/hour the 
same as it was in 2009. Adjusted for inflation, a minimum wage worker in 1970 was paid in 2021 dollars 
$11/hour. Wage and wealth inequality are a major problem and longer term a society cannot survive with 
massive inequality without the intervention of a strong military force to protect the wealthy. Without stimulus 
cheques and enhanced unemployment benefits, the homeless population and those living in poverty would no 
doubt be a lot higher.  
 
If we adjusted the S&P 500 for inflation, we can note that the 1970 S&P 500 would today be equivalent to 618. 
Instead, the S&P 500 is over 4,100. While 53% of Americans own stock in some form or another, back in 2002 
67% owned stocks. Arguably it is better than, say, in 1989 when only 32% owned stocks. The top 10% of 
households today hold 84% of all stocks. Stock ownership is largely skewed to whites, high income earners, 
and the wealthy. Inflation for the stock market and Wall Street—not so much for minimum wage earners and 
Main Street.   
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Yes, prices for commodities such as oil, copper, and lumber have been soaring. But a lot of this is being caused 
by bottlenecks and supply shortages. Oil prices a year ago were too low and many companies were facing 
bankruptcy. Production cuts, coupled with lower demand, have helped raise oil prices. When one strips out the 
fastest rising prices for commodities the overall picture doesn’t look as dire. Playing a bigger role in disinflation 
over the past three decades has been globalization and technological advances. Consider this: does one go to a 
book store to buy the latest book? No, one goes online and finds it for half the price at the book store. The 
result of all of this is that most companies are going to be reluctant to pass on price increases. Some 
commodities may already be topping as we noted that lumber prices have already fallen 25% from the top. 
Unless it is necessities (food and energy?), consumers can keep their hands in their pocket. We’ve noted that 
the Fed is not likely to overreact to a one-month spike in inflation. It would take a few months of rising 
inflation to spark a Fed response.  
 

 
Source: www.stockcharts.com  

 

Our weekly chart of the S&P 500 shows a stock market that has gone into the stratosphere. This is a straight 
linear chart as opposed to a log chart where the look is somewhat different. We haven’t seen an index fly into 
the stratosphere like this since the NASDAQ in 2000. No, it hasn’t become the NASDAQ of dot.com bubble 
fame yet. A comparable period with the NASDAQ was the 1998 stock market mini-crash sparked by the Russian 
debt crisis and Long-Term Capital Management (LTCM) collapse that in some respects was not much different 
than the March 2020 pandemic crash. From roughly April through October 1999 the NASDAQ went through a 
corrective period before it made its final bubble peak rush, gaining 95% in the six months from October 1999 
to April 2000. The biggest rush always comes at the end of the bubble.  
 

Could we see that happen again? A pullback now followed by a rush to new all-time highs? The S&P 500 is fine 
as long as we hold above 3,700 on any significant pullback. The March 2021 low was at 3,723 highlighting that 
zone. However, the first good sign of a stronger pullback is under 4,000. If the markets were to fall much 
further, it might generate a response from the Fed.  
 

As we noted. Talk of tapering is just that—talk. We are more concerned about what is sparking the reverse 
repos. Does it repeat itself going forward? It might actually be highlighting another problem. We also remain 
concerned that there are potentially more Archego Capitals out there.  

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

   % Gains (Losses)                                 Trends 

 Close 
Dec 31/20 

Close 
May 21/21 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly 
(Long Term) 

Stock Market Indices        

S&P 500 3,756.07 4,155.86 (0.4)% 10.6% up (weak) up up 

Dow Jones Industrials 30,606.48 34,207.84 (0.5)% 11.8% up up  up  

                    Dow Jones  
                    Transports           

12,506.93 15,475.78  (2.8)% 23.7% up up up  

NASDAQ 12,888.28 13,470.99 0.3% 4.5% down (weak) up up 

S&P/TSX Composite 17,433.36 19,527.30 (new highs) 0.8% 12.0% up up up 

S&P/TSX Venture (CDNX) 875.36 957.22 2.8% 9.4% up up  up  

S&P 600 1,118.93 1,343.46 (0.8)% 20.1% up up  up  

MSCI World Index 2,140.71 2,322.49 (new highs) 2.4% 8.5% neutral up up 

NYSE Bitcoin Index  28,775.36 37,899.54 (25.5)% 31.7% down up (weak) up 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 299.64 320.20 4.5% 6.9% up up up  

TSX Gold Index (TGD) 315.29 333.33 3.5% 5.7% up neutral up  

        

Fixed Income Yields/Spreads         

U.S. 10-Year Treasury Bond yield 0.91 1.62% (0.6)% 78.0%    

Cdn. 10-Year Bond CGB yield 0.68 1.55% (0.6)% 127.9%    

Recession Watch Spreads        

U.S. 2-year 10-year Treasury spread 0.79 1.47% (0.7)% 86.1%    

Cdn 2-year 10-year CGB spread 0.48 1.21% (0.8)% 152.1%    

        

Currencies        

US$ Index 89.89 90.01 (0.3)% 0.1% down down down  

Canadian $ 0.7830 0.8290 (new highs) 0.4% 5.8% up  up  up 

Euro 122.39 121.82 0.3% (0.5)% up up up 

Swiss Franc 113.14 111.38 0.5% (1.6)% up up (weak) up  

British Pound 136.72 141.51 0.4% 3.5% up up  up  

Japanese Yen 96.87 91.78 0.4% (5.3)% up (weak) down  down 

         

Precious Metals        

Gold 1,895.10 1,876.70 2.1% (1.0)% up up (weak) up  

Silver 26.41 27.49 0.5% 4.1% up up  up  

Platinum 1,079.20 1,169.40 (4.4)% 8.4% down up up  

        

Base Metals        

Palladium 2,453.80 2,784.70 (4.0)% 13.5% neutral up  up 

Copper 3.52 4.48 (3.7)% 27.3% up (weak) up up  

         

Energy        

WTI Oil 48.52 63.58 (2.7)% 31.0% neutral up  up  

Natural Gas 2.54 2.98 0.7% 17.3% 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 and in some cases all-time highs.  
 
Copyright David Chapman, 2021  

http://www.stockcharts.com/
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       Disclaimer 

David Chapman is not a registered advisory service 

and is not an exempt market dealer (EMD). He does 

not and cannot give individualised market advice. The 

information in this newsletter is intended only for 

informational and educational purposes. It should not 

be construed as an offer, a solicitation of an offer or 

sale of any security. The reader assumes all risk when 

trading in securities and David Chapman advises 

consulting a licensed professional financial advisor or 

portfolio manager such as Enriched Investing 

Incorporated before proceeding with any trade or idea 

presented in this newsletter. Before making an 

investment, prospective investors should review each 

security’s offering documents which summarize the 

objectives, fees, expenses and associated risks.  David 

Chapman shares his ideas and opinions for 

informational and educational purposes only and 

expects the reader to perform due diligence before 

considering a position in any security. That includes 

consulting with your own licensed professional 

financial advisor such as Enriched Investing 

Incorporated.   Performance is not guaranteed, values 

change frequently, and past performance may not be 

repeated. 

 

 

GLOSSARY 
 
Trends 
 
Daily – Short-term trend (For swing traders) 
Weekly – Intermediate-term trend (For long-
term trend followers) 
Monthly – Long-term secular trend (For long-
term trend followers) 
Up – The trend is up.  
Down – The trend is down 
Neutral – Indicators are mostly neutral. A trend 
change might be in the offing.  
Weak – The trend is still up or down but it is 
weakening. It is also a sign that the trend might 
change.  
Topping – Indicators are suggesting that while 
the trend remains up there are considerable 
signs that suggest that the market is topping.  
Bottoming – Indicators are suggesting that 
while the trend is down there are considerable 
signs that suggest that the market is bottoming.  
 
 


