ENRICHED

N VEST N CORPORATED

Jobs grow, labour falls, stocks up, yields down, Dollar climbs, gold rises, oil diverges, West burns

Shortened report this weekend. The June job numbers were out on Friday and while they were better than
expected it is noteworthy that the U.S. is still short 6.8 million jobs from a year ago February 2020. And the
population has grown. Many have dropped out of the labour force. Where did they all go? How will they
support themselves? Employers still having trouble finding workers. But many of those jobs are low paying and
women who normally fill them have been disproportionally hit by the job losses.

Our curiosity was how did the market react. Well, stocks hit another record, well some of the indices but not
all, bond yields fell, the U.S. dollar fell and gold rose. Qil hit another high. But the oil stocks fell? A divergence.
An exception is the fuel and petroleum marketer Parkland Corp. which experienced an increased price, also
operates convenience stores, pays a dividend, and is held in the Canadian Conservative Growth Strategy.* We
have a Chart of the Week (page 6) as we look at an 8 year cycle for gold and the USS Index.

But the big stories of the week are the drought, extreme heat and wildfires in the west, and collapsing
infrastructure (Surfside City, Florida). Meanwhile the political divide continues and the Trump Organization is
under criminal indictment. Does the accountant know where all the bodies are? Something is not right.

It was a great sunny Canada Day, Independence Day weekend. And the great summer weather continues at
least for some of us. 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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“Smoot and Hawley ginned up The Tariff Act of 1930 to get America back to work after the Stock Market
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 two-thirds as other nations retaliated. Jobs
evaporated.”

—Elaine Chao, American businesswoman, politician with the Republican Party, Secretary of Transport
2017-2021, Secretary of Labour 2001-2009, spouse of Mitch McConnell, Senate Minority Leader; b. 1953

“They were the darkest of times, the years following the crash of the stock market in 1929. Thousands of
people across the United States were cast out of their Jobs, off their farms, out of their homes and
apartments, and into the crushing depths of poverty.”

—Kathi Appelt, American author of more than 40 books for children and young adults, PEN USA for The
Underneath (2008); b. 1954

“l don't give a damn about the stock market. But | do care about jobs.”
—George Voinovich, American politician Republican Party, 65" Governor of Ohio 1991-1998, 54" Mayor
of Cleveland 1980-1989, U.S. Senator Ohio 1999-2011, House of Representatives Ohio 1967-1971; 1936—
2016

U.S. Job Numbers

Unemployment Rate - Official (U-3 & U-6) vs ShadowStats Alternate
Monthly SA. Through June 2021 (ShadowStats, BLS)
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The June job numbers beat consensus with the addition of 850,000 nonfarm payrolls. The market had
expected a gain of 700,000. The May nonfarm payrolls, originally reported as a gain of 559,000 were revised
slightly higher to 583,000. Last March and April the U.S. lost a total of 22.4 million jobs. They have now
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recovered 15.6 million, leaving them still short 6.8 million jobs. That’s far from recovery, considering that the
U.S. population has gone up 1.7 million since February 2020. That means they have recovered almost 70% of
the jobs that were lost, even as the total population has grown 0.5%. Of the total, the private sector added
662,000 which was above consensus of 600,000. The government sector added another 188,000 which was
above consensus of 80,000. The gains were primarily in leisure and hospitality with other gains in education,
professional and business service, and retail trade. The number of people working part-time jumped 408,000
while the number of full-time jobs actually fell by 183,000. (Source: www.stlouisfed.org).

The unemployment rate (U3) rose unexpectedly to 5.9% from 5.8% in May. A year ago in February, the
unemployment rate was 3.5%. Adding in the number of people who are not working but consider themselves
still employed although not working, the unemployment rate rises to 6.1%. The BLS continues to note this in
their monthly statement. The U6 unemployment rate fell to 9.8%, down from 10.2%. The U6 unemployment
rate is U3 unemployment plus short-term discouraged workers and other marginally attached workers and
those forced to work part-time because they can’t find full-time employment. The U6 is the Bureau of Labour
Statistics’ (BLS) broadest measurement. Shadow Stats (www.shadowstats.com) also provides an
unemployment number which is the U6 BLS number plus long-term discouraged workers and those defined
out of official existence in 1994. The Shadow Stats unemployment fell to 25.8% from 26.0%. In February 2020,
the Shadow Stats unemployment number was 21.3%.

The Civilian Labour Force grew by 151,000 in June to 161,086 thousand. February 2020 saw the Civilian Labour
Force at 164,448 thousand so it is actually down 3,362 thousand since the pandemic got underway over a year
ago. The labour force participation rate was 61.6%, unchanged from May but well down from the 63.3% seen
in February 2020. The Employment Population Ratio was unchanged at 58.0% but down from 61.1% in
February 2020. The total number unemployed rose by 168,000 to 9,484 thousand. In February 2020 the
number unemployed was 5,717 thousand. Using the U6 unemployment rate, the real unemployed is 15,786
thousand. Using Shadow Stats unemployment numbers, the total unemployed jumps to 41,560 thousand.
Those not in the labour force totals 100,253 thousand. Of that some 55,648 thousand are retired and 9,538
thousand are disabled. The number wanting a job now and not in labour force fell slightly to 6,428 thousand
down from 6,600 thousand in May.

A number that caught our attention was a decline in number of hours worked to 34.7, down from 34.8 in May.
But that May number was revised down from 34.9. The drop was attested to a fall in manufacturing hours due
to parts shortages. That alters shifts and hours worked. Average hourly earnings rose 0.3% in June and 3.6%
year-over-year. The market had expected a rise of 0.4% in June and 3.7% year over year. With continued high
unemployment and wages and salaries not rising as much as expected, any concerns over wage inflation are
being dampened.

The sector that saw the biggest jump in employment was leisure and hospitality with a gain of 343,000. That
accounted for 40% of June’s increase. Manufacturing was up a modest 15,000 but employment fell in
construction and motor vehicle assembly plants. Parts shortages were cited for the declines.

Overall, while the number was better than expected, the U.S. economy is still struggling to get back on its feet.
Yes, more people are now vaccinated. That helps. But many jobs remain unfilled. Some are blaming the
benefits but that has been shown to be largely bogus. Lack of affordable childcare and continued fear of COVID
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in the workplace keeps many, especially women, from working. Many have retired, thanks to a record stock
market and surging house prices. They then become part of not in the labour force.

So how did the market react? The stock market surged to record levels. Okay, not all. The S&P 500 gained 1.7%
to a record high while the NASDAQ surged 1.9% to a record high, thanks to shift back into risk growth stocks
and out of value stocks. The Dow Jones Industrials (DJI) did not join the party but gained 1.0%. The Dow Jones
Transportations (DJT) is well off its highs, gaining a small 0.4% this past week. Of the two the DJl is closer to a
new all-time high than the DJT. The small cap S&P 600 actually fell 1.4% on the week and is fast fading. Small
caps are usually the leaders in a bull market but underperform in a bear market. Others joining the all-time
high party were the NASDAQ 100, the S&P 100 (OEX), Wilshire 5000, the Russell 1000 and 2000, and the
Philadelphia Semi-Conductor Index (SOX). Notably, the S&P 500 Equal Weight Index did not once again make
new highs, a divergence. Facebook, Google, Microsoft, and Nvidia all made new all-time highs as did the NYSE
FANG Index. Could the S&P 500 be heading to a nirvana high over 4,400? Seems that way. However, the top of
the channel looms. The index breaks down under 4,200.

$SPX S&P 500 Large Cap Indsx INDX ®StockCharts.com
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Other reactions from the employment numbers saw bonds fall as the U.S. 10-year treasury note dropped to
1.43% from 1.52% the previous week. This is significant because the cry is that there is inflation. But bond
yields are falling, not rising. Inflation? What inflation? A break under 1.40% could send yields down even
further. The USS Index fell after rising earlier in the week while gold rose after falling earlier in the week.
Despite the rise in gold prices, gold remains below a potential breakout to confirm a low above $1,820/5$1,830.
The precious metals gained on the week with gold up 0.3% and silver up 1.6%. The gold stocks gained as well
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with the Gold Bugs Index (HUI) up 0.5% and the TSX Gold Index (TGD) gaining 0.8%. Both were down earlier in
the week. Oil prices rose to another 52-week high with WTI oil up 1.5%, closing over $75 while natural gas (NG)
also hit a 52-week high, up 4.0%. But the energy stocks faltered with the ARCA Oil & Gas Index (XOl) down
1.5% and the TSX Energy Index (TEN) off 1.3%. A divergence signaling a potential top?
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Overall, while the U.S. chortled that things are booming, thanks to another big rise in employment, the reality
is they remain well short of where they were before the pandemic. Meanwhile, the population grew and
millions remain out of work and some may never find work again. Yes, the U.S. is getting vaccinated and that
helps. But the costs of the record heat wave in the West coupled with a record drought have not yet been
tallied.

The U.S. infrastructure remains a disaster waiting to happen (see Surfside City) and the full effects of climate
change have not been determined as the U.S. and many other jurisdictions (Canada?) remain unprepared for
the consequences and the eventual soaring costs. Meanwhile, the political divide is as bad if not worse today
than it was at the time of the 2020 election. The consequences of the January 6, 2021 insurrection on Capitol
Hill are not resolved. How all this impacts economic growth going forward is undetermined but none of it is
positive. Meanwhile, money supply (M1) grew 1.5% in May and is up an astounding 377% since February 2020.
The Fed’s balance sheet grew $143 billion or 1.8% in June and is up 94% since February 2020. QE continues
unabated (5120 billion/month), yet the Fed drained the financial system a record $992 billion with reverse
repos on June 30, 2021. Yes, almost a trillion dollars. Something is not right.
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Chart of the Week
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Tom McClellan of McClellan Financial Publications (www.mcosillator.com) noted an 8-year cycle for gold and
the U.S. dollar in a recent “Chart in Focus.” An 8-year cycle for gold fits well with Ray Merriman’s
(www.mmacycles.com) 7.83-year cycle for gold. The chart above shows our take.

Given gold’s lack of free-trading history, cycles start from the clear gold trough seen in August 1976. After that
there was a significant low in February 1985 (8.5 years), February 1993 (8 years), March 2001 (8.1 years),
October 2008 (7.6 years), and December 2016 (8.2 years). The range is considered to be 7 to 9 years. We
centered our Fibonacci Arc cycle on the February 1985 low, then next on the February 1993 low. The cycle
indicator then places where the next low is to be expected. It lined up quite well. If this is correct, then the
next 8-year cycle low is due somewhere between December 2023 and December 2025. That will also be,
according to Merriman a 23-25 year cycle low dating from the major low in March 2001.

We would also expect a USS Index high somewhere in that period as well. The high with the USS Index does
not necessarily correspond exactly with the low in gold prices. We’ve indicated the high with the red arrows.
Note the actual highs occur either near the low or a few months later.

Note that the December 2016 low was actually a higher low than the December 2015 low which Merriman
cites as the 7.83-year cycle low. The December 2016 low was still significant in that it was a higher low,
suggesting that the cycles for gold had shifted to the upside and a new 7.83-year cycle was underway.
McCellan noted that gold tends to follow 3 years up and 5 years down pattern. However, the period 2001—-
2008 did not follow that pattern. The 2008—2016 period followed the pattern almost perfectly with a high in
2011. How is the current period doing?

So far, the high was seen in August 2020, 3.7 years after the December 2016 low. Are we now in the down
period? So far, that appears to be the case. That is why this coming rally for gold out of the most recent 31-
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month or even 32-month cycle (8 years divided by 3) low is so important. A failure to make new highs above
$2,089 will confirm the down cycle in play. New highs would suggest we could be following closer to the
pattern of 2001-2008 and the final high might not be until 2022 or even 2023. Gold bulls, of course, are hoping

for a repeat of the 2001-2008 pattern.
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MARKETS AND TRENDS
% Gains (Losses) Trends
Close Close Week YTD Daily (Short Weekly Monthly
Dec 31/20 Jul 2/21 Term) (Intermediate) (Long Term)
Stock Market Indices
S&P 500 3,756.07 4,352.34 (new highs) 1.7% 15.9% up up up
Dow Jones Industrials 30,606.48 34,786.35 1.0% 13.7% up up up
Dow Jones 12,506.93 15,036.23 0.4% 20.2% down up up
Transports
NASDAQ 12,888.28 14,639.33 (new highs) 1.9% 13.6% up up up
S&P/TSX Composite 17,433.36 20,226.11 (new highs) flat 16.0% up up up
S&P/TSX Venture (CDNX) 875.36 968.39 2.1% 9.6% up up up
S&P 600 1,118.93 1,369.68 (1.4)% 22.4% up (weak) up up
MSCI World Index 2,140.71 2,325.08 (0.9)% 8.6% down up up
NYSE Bitcoin Index 28,775.36 33,526.34 2.1% 16.5% down neutral up
Gold Mining Stock Indices
Gold Bugs Index (HUI) 299.64 270.34 0.5% (9.8)% down down up
TSX Gold Index (TGD) 315.29 296.65 0.8% (5.9)% down down up
Fixed Income Yields/Spreads
U.S. 10-Year Treasury Bond yield 0.91 1.43% (5.9)% 57.1%
Cdn. 10-Year Bond CGB yield 0.68 1.37% (5.5)% 101.5%
Recession Watch Spreads
U.S. 2-year 10-year Treasury spread 0.79 1.19% (4.8)% 50.6%
Cdn 2-year 10-year CGB spread 0.48 0.92% (8.0)% 91.7%
Currencies
USS Index 89.89 92.41 0.6% 2.8% up neutral down
Canadian $ 0.7830 0.8100 (0.3)% 3.4% down up up
Euro 122.39 118.68 (0.6)% (3.0)% down neutral up
Swiss Franc 113.14 108.60 (0.4)% (4.0)% down down (weak) up
British Pound 136.72 138.32 (0.4)% 1.2% down up up
Japanese Yen 96.87 90.04 (0.3)% (7.1)% down down down
Precious Metals
Gold 1,895.10 1,783.30 0.3% (5.9)% down down (weak) up
Silver 26.41 26.50 1.6% 0.3% down neutral up
Platinum 1,079.20 1,087.70 (1.4)% 0.8% down neutral up
Base Metals
Palladium 2,453.80 2792.50 5.9% 13.8% neutral up up
Copper 3.52 4.28 (0.2)% 21.6% down up up
Energy
WTI Oil 48.52 75.16 (new highs) 1.5% 54.9% up up up
Natural Gas 2.54 3.66 (new highs) 4.0% 44.1% 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
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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.

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.
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