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Invasion foreshadowing, market unrest, war-impacted inflation, commodity powerhouse, sanction squeeze  
 
Volatility is back with a vengeance as Russia invades Ukraine. Invasions have historically preceded recessions 
and stock market declines. 1914 and 1939 are two of the best known examples but lesser known was the USSR 
invasion of Hungary 1956, Czechoslovakia 1968 and Afghanistan 1979. War has played a big role in inflation 
most notably WW1 and the Vietnam War.  
 
Markets were very volatile this past week both up and down. But what next? This week's report is shortened 
due to a very busy week cutting into our time. We cover the potential effects on commodities of the Russian 
invasion of Ukraine. This could impact the performance of energy stocks based elsewhere such as Canadian 
Natural Resources, a senior oil and natural gas producer with core operations in Western Canada, Offshore 
Africa and the U.K. portion of the North Sea, which pays a dividend and is held in the Canadian Conservative 
Growth Strategy.*  Russia together with Ukraine would be a commodity powerhouse. Hard to put sanctions on 
them over commodities because it could spark a squeeze on commodities globally due to shortages. Sanctions 
against Russia could have all sorts of negative financial repercussions. We look at past bear markets and where 
that takes us today. Cycles repeat and are somewhat predictable. "History doesn't repeat itself, but it often 
rhymes" - Mark Twain.  
 
Following our essay we provide our usual "Markets and Trends" chart followed by a look at the S&P 500 and 
gold. This week brings us the U.S. February employment numbers. And probably more twists and turns in the 
markets.  
 
Winter is still hanging on officially for another three weeks. Spring is in the air. 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 
  

 

 

Technical Scoop February 28, 2022 
From David Chapman, Chief Strategist 

dchapman@enrichedinvesting.com 
For Technical Scoop enquiries:  416-523-5454 

For Enriched InvestingTM strategy enquiries and 
for Canadian Conservative Growth Strategy enquiries: 416-203-3028 

mailto:msamuel@enrichedinvesting.com


 

 
 

2 of 16 

 

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 

 
άbŜǾŜǊ ǳƴŘŜǊŜǎǘƛƳŀǘŜ ǘƘŜ ǇƻǿŜǊ ƻŦ ǎǘǳǇƛŘ ǇŜƻǇƭŜ ƛƴ ƭŀǊƎŜ ƎǊƻǳǇǎΦέ 

τGeorge Carlin, American stand-up comedian, actor, social critic, author, known for dark comedy and 
reflections on politics, the English language, psychology, religion, and taboo subjects; 1937ς2008 

 
ά¢Ƙŀǘ ƳŜƴ Řƻ ƴƻǘ ƭŜŀǊƴ ǾŜǊȅ ƳǳŎƘ ŦǊƻƳ the lessons of history is the most important of all the lessons of 

ƘƛǎǘƻǊȅΦέ 
τAldous Huxley, English writer, philosopher, author ς Brave New World (1932), Nobel Prize nominee nine 

times; 1894ς1963 
 

ά¢ƘŜ ǇŜƴŘǳƭǳƳ ƻŦ ǘƘŜ ƳƛƴŘ ŀƭǘŜǊƴŀǘŜǎ ōŜǘǿŜŜƴ ǎŜƴǎŜ ŀƴŘ ƴƻƴǎŜƴǎŜΣ ƴƻǘ ōŜǘǿŜŜƴ ǊƛƎƘǘ ŀƴŘ ǿǊƻƴƎΦέ 
τCarl Jung, Swiss psychiatrist and psychoanalyst, founded analytical psychology, influential in the fields of 
psychiatry, anthropology, archeology, literature, philosophy, psychology and religious studies, worked with 

Sigmund Freud; 1875ς1961 
 

Well, if you thought inflation was a problem before, the catchphrase now may be, ά¸ƻǳ ŀƛƴΩǘ ǎŜŜƴ ƴƻǘƘƛƴƎ ȅŜǘέ 
(apologies to Bachman Turner Overdrive). After months of posturing, Russia has invaded Ukraine, sending the 
world into a potential crisis not seen since World War II. While it is difficult to say how this will play out and 
end, there is one thing that is quite noticeable that was absent in World War II. Russia has commodities. 
Germany and Japan during World War II did not. Their attempt to secure their supplies, particularly oil, 
prompted Germany to invade Russia in 1942 and Japan to invade the Dutch East Indies in 1941ς1942. Others 
did the same, as witnessed by the British/Soviet invasion of Iran 1941 to secure Persian oil.  
 
But oil is just one of many commodities of which Russia is a major producer and exporter. So far, sanctions 
ƘŀǾŜ ƭŀǊƎŜƭȅ ŀǾƻƛŘŜŘ wǳǎǎƛŀΩǎ ŎƻƳƳƻŘƛǘȅ ǎŜŎǘƻǊ ōǳǘ ǘƘŀǘ ŎƻǳƭŘ ŎƘŀƴƎŜΣ ŀƴŘ ǘƘŀǘ ƛƴ ǘǳǊƴ ŎƻǳƭŘ ǎŜƴŘ ǇǊƛŎŜǎ 
soaring even more so than they have already.  
 
wǳǎǎƛŀ ǇǊƻŘǳŎŜǎ с҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŀƭǳƳƛƴǳƳ, п҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ Ŏƻōŀƭǘ, оΦр҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŎƻǇǇŜǊ, 7% of the 
ǿƻǊƭŘΩǎ ƴƛŎƪŜƭ, пл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇŀƭƭŀŘƛǳƳ ŀƴŘ мл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƭŀǘƛƴǳƳ, мл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƎƻƭŘ, 4% of 
ǘƘŜ ǿƻǊƭŘΩǎ ǎǘŜŜƭ, 30% of the worƭŘΩǎ ŘƛŀƳƻƴŘǎ, мо҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƳŀƧƻǊ ŦŜǊǘƛƭƛȊŜǊǎ ǎǳŎƘ ŀǎ ǇƻǘŀǎƘΣ ǇƘƻǎǇƘŀǘŜΣ 
and nitrogen, ŀƴŘ мт҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǿƘŜŀǘΦ !ŘŘ ƛƴ ¦ƪǊŀƛƴŜΩǎ ǿƘŜŀǘ ǇǊƻŘǳŎǘƛƻƴ ŀƴŘ ōŜǘǿŜŜƴ ǘƘŜ ǘǿƻ ǘƘŜȅ 
produce ƻǾŜǊ нр҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǿƘŜŀǘΦ ¦ƪǊŀƛƴŜ ŀƭǎƻ ƘƻƭŘǎ рл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŜȄǇƻǊǘǎ ƻŦ ǎǳƴŦƭƻǿŜǊ ƻƛƭΦ  
Ukraine is also a major producer of nickel, copper, and iron. Ukraine has roughly 20% of the global iron market. 
¦ƪǊŀƛƴŜΩǎ ǿŜŀƭǘƘ ƻŦ ŎƻƳƳƻŘƛǘƛŜǎ ŀŘŘŜŘ ǘƻ wǳǎǎƛŀΩǎ ǿƻǳƭŘ ƳŀƪŜ wǳǎǎƛŀ ŀ ŎƻƳƳƻŘƛǘȅ ǇƻǿŜǊƘƻǳǎŜΦ  
 
Neon, an important ŜƭŜƳŜƴǘ ƛƴ ŎƘƛǇ ƭƛǘƘƻƎǊŀǇƘȅ ǎŜŜǎ фл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǎǳǇǇƭȅ ƻǊƛƎƛƴŀǘŜ ƛƴ wǳǎǎƛŀ ŀƴŘ сл҈ ƻŦ 
this purified by one company in Odessa, Ukraine. Russia also is a major producer of titanium. One company, 
wǳǎǎƛŀΩǎ ±{ath-Avisma Corporation, is a major cog in the woǊƭŘ ǘƛǘŀƴƛǳƳ ƳŀǊƪŜǘ ŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ŎƛǾƛƭ ŀǾƛŀǘƛƻƴ 
chain, which includes Airbus and Boeing, are quite dependent on it.  
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LŜǎǘ ǿŜ ŦƻǊƎŜǘΣ wǳǎǎƛŀ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ third largest oil producer with 11% of the global total and holds the 
ǿƻǊƭŘΩǎ ŜƛƎƘǘƘ ƭŀǊƎŜǎǘ ƻƛƭ reserves. As to natural gas (NG), wǳǎǎƛŀ Ƙŀǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ǊŜǎŜǊǾŜǎ (24% of the 
global total)Σ ŀƴŘ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ǎŜŎƻƴŘ ƭŀǊƎŜǎǘ ǇǊƻŘǳŎŜǊ ǿƛǘƘ мт҈ ƻŦ ǘƘŜ Ǝƭƻōŀƭ ǘƻǘŀƭΦ  
 
The U.S. last reported that they imported 595 thousand barrels/day from Russia (November 2021). That 
number represented 7% of all U.S. oil imports. Replacing it will not necessarily be easy and could further 
exacerbate rising oil prices. Russia has already limited fertilizer exports and could squeeze them further. This 
could be very problematic for the world and spark famines. While the word is that some countries such as 
Japan have announced they are prepared to release oil from their strategic reserves, there is insufficient 
supply to replace what could be lost if Russian taps were turned off. hƴŜ ŎŀƴΩǘ ŀǳǘƻƳŀǘƛŎŀƭƭȅ ǘǊŀƴǎŦŜǊ ǎǳǊǇƭǳǎ 
oil and gas from the U.S. and Canada over to the EU. U.S. could also release from their strategic reserves, but 
the realiǘȅ ƛǎ ǘƘŜ ¦Φ{ΦΩǎ ǎǘǊŀǘŜƎƛŎ ǊŜǎŜǊǾŜǎ ŀǊŜ ŀǘ ǘƘŜƛǊ ƭƻǿŜǎǘ ƭŜǾŜƭ ǎƛƴŎŜ ǘƘŜ ŜŀǊƭȅ нлллs.  
 
Prices have soared since March 2020. Copper is up 76.6%, platinum up 21.4%, palladium actually down 5.0% 
but coming back fast following a period of weakness, gold up 20.5%, wheat up 63.8%, and Brent crude up 
97.2%.  
 

 
Source: www.stockcharts.com  

 
An interruption or, worse, cut-off from energy could be disastrous for the EU. The chart below shows how 
much the EU is dependent on Russian natural gas. Europe relies on Russia for at least 40% of its energy needs, 
including 35% of its natural gas needs. For Germany it is 65%. Pipelines cross through Belarus and Poland to 
Germany. Nord Stream 1 goes through Ukraine to Germany. Any significant cut-off could plunge the German 
economy into a depression. Some countries such as Czechia, Latvia, North Macedonia, Bosnia & Herzegovina, 
and Moldova are 100% dependent on Russian NG. ! ƴǳƳōŜǊ ƻŦ 9ǳǊƻǇŜŀƴ ŎƻǳƴǘǊƛŜǎ ŘŜǇŜƴŘŜƴǘ ƻƴ wǳǎǎƛŀΩǎ 
ŜƴŜǊƎȅ ŀǊŜ ƻǇǇƻǎŜŘ ǘƻ ŀƴȅ ǎŀƴŎǘƛƻƴǎ ƻƴ wǳǎǎƛŀΩǎ ŜƴŜǊƎȅ ƛƴŘǳǎǘǊƛŜǎΦ  
 
 

http://www.stockcharts.com/


 

 
 

4 of 16 

 

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 

Two prime names are Germany and Italy. We provide a chart below.  
 
Many are calling for the expulsion of Russia from SWIFT, the global payments system. Given that oil and gas as 
are all commodities are paid for in U.S. dollars, it would prevent payments to Russia which in turn would result 
in them being cut off completely. This would be particularly problematic for Germany, which explains 
DŜǊƳŀƴȅΩǎ ŀƴŘ ǘƘŜ 9¦Ωǎ ǊŜƭǳŎǘŀƴŎŜ ǘƻ Ǝƻ ǘƘŜ ƴǳŎƭŜŀǊ ǊƻǳǘŜ ƻŦ ŎǳǘǘƛƴƎ wǳǎǎƛŀ ƻǳǘ ƻŦ {²LC¢Φ Cutting Russia from 
SWIFT could also reverberate back on Western banks, given the global intertwining of just about everything. In 
any case, EU banks are extremely vulnerable.  
 

 
 

Source: www.ec.europa.eu, www.ispi.org,  www.eiu.com  
 

 

http://www.ec.europa.eu/
http://www.ispi.org/
http://www.eiu.com/
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Russia could also default on its international financial obligations, leaving many Western banks, particularly in 
the EU and the U.K., saddled with losses. Italian and Austrian banks increased their exposure while giants such 
Soc Gen and UniCredit are quite exposed. Russia has, because of earlier sanctions, reduced its debt globally 
and while there would be a hit to the Russian economy, most estimates put it at no more than 1%. Russia has 
insulated itself with a huge build-up in foreign reserves estimated at over $650 billion. Russia also has large 
gold holdings in their reserves which are immune from sanctions and they benefit as global gold prices rise. 
¢ƘŜ ¦Φ{ΦΩǎ ōŀƴƪƛƴƎ ǎȅǎǘŜƳ ŜȄǇƻǎǳǊŜ ǘƻ wǳǎǎƛŀƴ ŘŜōǘ ƛǎ ǾŜǊȅ ƭƻǿ, estimated to be about 1%. For the record, 
wǳǎǎƛŀΩǎ ǇǳōƭƛŎ ŘŜōǘ ǘƻ D5t Ǌŀǘƛƻ ƛǎ му҈ ǾǎΦ ǘƘŜ ¦Φ{ΦΩǎ мнр҈Φ wǳǎǎƛŀΩǎ ŜȄǘŜǊƴŀƭ ŘŜōǘ ǘƻ D5t ƛǎ оу҈ ǾǎΦ ǘƘŜ ¦Φ{ΦΩǎ 
95%.  
 
The real exposure and vulnerabilities lie with the eurozone banking system. Years of negative interest rates 
have destroyed their bond market. The number of negative yielding bonds is falling and that means bond 
prices are falling. Rising interest rates are now putting even more stress on eurozone corporations and banks. 
The ECB, along with other national central banks, are very vulnerable given its years of QE and other 
machinations that have left its balance sheets in tatters. Pressure in terms of a commodity war with Russia 
could start a financial collapse in the eurozone. Not helping was Brexit, which put another big dent in the 
EU/eurozone. For those reasons alone, kicking Russia out of SWIFT is probably a non-starter from the eurozone 
viewpoint. It would reverberate back on them, particularly Germany, whose financial and trade ties with Russia 
are considerable. It could also negatively impact Wall Street banks, thus triggering a potential global financial 
crisis. Rivalry is also rising again between France and Germany. NATO is vulnerable as well as a result, not only 
because of the tensions with Russia but also due to ¢ǳǊƪŜȅΩǎ ŀƳōƛǘƛƻƴǎ ƛƴ /ŜƴǘǊŀƭ !ǎƛŀΦ  
 
We must also consider cyber warfare. Cyber attacks are a growing problem. Cyber attacks are not just limited 
to Russia but also the West uses them to attack Russia or China. In worst case scenarios cyberattacks could 
take the electrical grid system or shut down the banking system. That would cause a different kind of chaos 
and could have negative impacts on the stock market and the financial system.  
 
The EU has already faced huge influxes of refugees from failed Middle East/Asian countries (Iraq, Afghanistan, 
Syria, Libya, etc.) as a result of the failure of U.S. wars in the Middle East that left these countries as failed 
states. The EU is now facing another potential refugee crisis, this time from Ukraine. Many Eastern European 
countries who are EU members and even NATO have shifted to hard right governments, some of whom are 
somewhat friendly to Russia (Hungary as an example). Many are also anti-immigrant.  
 
So, could all this spark a serious bear market for the stock market? Bear markets are often complex affairs with 
Ƴŀƴȅ ǘǿƛǎǘǎ ŀƴŘ ǘǳǊƴǎΦ hǾŜǊ ǘƘŜ Ǉŀǎǘ ŎŜƴǘǳǊȅ ǿŜΩǾŜ ōŜŜƴ ǘƘǊƻǳƎƘ ǿƘŀǘ ƻƴŜ would call three cyclical bear 
markets. They were: 1929ς1949, the Great Depression and War; 1966ς1982, the Great Inflation; and 2000ς
2009 the Great Recession.  
 
War has played a role in bear markets. The bear markets that followed the outbreak of WW1 in 1914 and 
WW2 in 1939 are well documented. But two other invasions in the 20th century also sparked a stock market 
decline and contributed to recessions. The USSR invasion of Hungary in 1956 contributed to the recession of 
1958. From a peak in April 1956 to a low in October 1957 the DJI fell about 20%. The USSR invasion of 
Czechoslovakia in August 1968 contributed to a recession that got underway in 1969. The stock market peaked  
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in December 1968 then fell almost 36% into May 1970. We might add the USSR invasion of Afghanistan in 
December 1979 also contributed to a recession that started in January 1980. A stock market decline was 
already underway that bottomed in April 1980.  
 
We are reminded and have noted that the longest cycle cited by Ray Merriman (www.mmacycles.com) is 90 
years. It last bottomed in 1932. The next one is due in 2021ς2037, according to Merriman. His next shortest 
cycle is 75 years (range 73ς77 years) and that last bottomed in 2009, 77 years after 1932. Next up is the 36-
year cycle (30ς42 years) and that last bottomed again in 2009 which was 35 years after the 1974 bottom. The 
18-year cycle (13ς21 years) also last bottomed in 2009 (the previous one was either using the 1987 low but a 
better fit is the 1990 low) and it is next due in 2022ς2030.    
 
The 18-year cycle can subdivide into either three 6-year cycles (5ς8 years) or two 9-year cycles (7ς11 years) 
and often both. The 9-year cycle probably bottomed in either 2018 (9 years) or 2020 (11 years) from the 2009 
low. The 6-year cycle (5ς8 years) last bottomed in 2016, seven years after the 2009 low. It is due in 2021ς2024. 
Given we are moving into the period of the 6-year cycle low, the 18-year cycle low, and the 90-year cycle low, 
assuming its existence, the odds increase that a multi-year bear market could be due. The unknown is the 90-
year cycle as we have few observations. In U.S. history, 90-year cycle lows would be noted in 1843 and 1932. 
Given few observations, it makes this uncertain. Going back 90 years from 1843 we do observe there were 
significant lows seen in 1761 and 1783 during a period of inflation and wars (Seven Years War, American 
wŜǾƻƭǳǘƛƻƴύΦ фл ȅŜŀǊǎ ǇǊƛƻǊ ǘƻ ǘƘŀǘ ōǊƛƴƎǎ ǳǎ ǘƻ ǘƘŜ ά5ƛǎŀǎǘŜǊ ¸ŜŀǊǎέ ƻŦ мстн ŀƴŘ ǘƘŜ 5ǳǘŎƘκ!ƴƎƭƻ ²ŀǊǎ ŀƴŘ 
long periods of plagues. If we are facing only a 6- and 18-year cycle low, then this will be shorter lived but 
could remain with us for at least a couple of years.   
 
 
 
 
 
 
 
 

The rest of the page is blank  
 

  

http://www.mmacycles.com/
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Dow Jones Industrials 1928ς1950 The Great Depression and War  

 

 
Source: www.macrotrends.net  

 

 
 
Cyclical bear markets are long-lasting. The Great Depression and War cycle lasted 20 years and appears to have 
played itself out as a large symmetrical triangle ABCDE type. It took until 1954 for the DJI to surpass the 1929 
high, a period of 25 years. The Japanese Nikkei Dow topped in 1990 and still has not recovered that high 32 
years later. The NASDAQ topped in March 2000 and it did not take out that high for good until November 
2016, a total of almost 17 years.  
 
Next up was the 1966ς1982 bear market, a period of 16 years we call the Great Inflation that was sparked by 
the War in Vietnam and the building of the Great Society. It was a complex affair, given that the market made 
its low in 1974 and completed at the time what appears to be an ABCDE pattern. The first move up that 
topped in 1977 and bottomed in 1982 could have been waves 1 and 2 of the subsequent long bull market that 
most actually count from 1982, not 1974, and topped in 2000.  
 
The third chart shows the bear market 2000ς2009 that included the dot.com bust of 2000ς2002 and the Great 
Recession of 2007ς2009. That one appears to have played out as a huge ABC pattern, bottoming in March 
2009.  
 

 
 

http://www.macrotrends.net/
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Dow Jones Industrials 1965ς1983 The Great Inflation  

 

 
Source: www.macrotrends.net  

 
Dow Jones Industrials 1999ς2010 The Great Recession  

 
 

 
Source: www.macrotrends.net  

 

http://www.macrotrends.net/
http://www.macrotrends.net/
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The Great Gold Bear 1980ς2001  
 

 
Source: www.macrotrends.net 

 

DƻƭŘΩǎ great bear market lasted from January 1980 to the final low in April 2001. Free trading in gold did not 
get underway until after former president Richard Nixon took the world off the Gold Standard in August 1971. 
The longest cycle for gold according to Merriman is one of 23.5 years, or could be 25 years. It is measured from 
an important low in 1976 to the first double bottom low in 1999 (23 years) to the second double bottom low in 
2001 (25 years). Assuming its existence, the next one is due in 2022ς2024 +/- 4 years with a more likely time 
frame of 2020ς2027. More likely is the 7.83-year cycle low +/- 8 months (range 6ς9 years). Excellent examples 
of that low starting from the 1976 low were seen in 1985, 1993, 2001, 2008, and 2015. The next one is due in 
October 2023 +/- 8 months.  
 
The great gold bear market 1980ς2001 fell in what appears as a long ABC pattern. The 7.83-year cycle breaks 
down into either three 31-month cycles or two 4-year cycles. Important lows from the 2015 low were seen in 
August 2018 and again in March 2021. So, we know we are in the third and final phase of the 7.83-year cycle. 
The question is, when and where does it top? We could see new highs as we have noted with potential targets 
up to $2,200ς$2,400 or we could have a failed high not taking out the August 2020 high of $2,089. A spike high 
ŀǎ ǿŜ ǎŀǿ ƻƴ CŜōǊǳŀǊȅ нп ŀǘ ϷмΣфту Ƴŀȅ ǉǳŀƭƛŦȅ ŀǎ ŀ ǇƻǘŜƴǘƛŀƭ ƘƛƎƘ ŦƻǊ ǘƘƛǎ ŎȅŎƭŜΦ .ǳǘ ǿŜ ǿƻƴΩǘ ōŜ ŀōƭŜ ǘƻ 
confirm that until we break down under $1,750.   

http://www.macrotrends.net/
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The invasion of Poland in September 1939 sparked a top in the stock market that did not bottom until April 
1942. A similar scenario now, assuming the invasions are comparable, would not see a final bottom until 2025. 
The assumption, however, might only work if the world were actually to fall into World War III. That is not a 
given, despite the current situation. In any case, it would not be a straight down affair.  
 
Gold is considered a safe haven in times of geopolitical and financial stress. Gold was fixed at $35 throughout 
the war years of 1939ς1945, but gold stocks remained active. The war years of 1939ς1945 saw gold mining 
stocks generally follow the stock market. Not a great endorsement for the current situation. In the current 
market we have always been bothered by the fact that gold did make new all-time highs in August 2020, but so 
far silver is nowhere near its all-time high, seen actually in 1980 and equaled in April 2011. The high so far was 
in February 2021 at $30.35 vs. the April 2011 high of $49.82. We live in troubled times.  
 

 
Source: www.stockcharts.com   

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

 
 
 

  % Gains (Losses)                                   Trends 
   

 Close 
Dec 31/21 

Close 
Feb 25/22 

Week YTD  Daily (Short 
Term) 

Weekly 
(Intermediate) 

Monthly 
(Long Term) 

Stock Market Indices        

S&P 500 4,766.18 4,384.65 0.8% (8.0)% down  down  up 

Dow Jones Industrials 36,333.30 34,058.75 (0.1)% (6.3)% down down up  

                         Dow Jones Transports                  16,478.26 15,207.21 1.6% (7.7)% down down (weak) up  

NASDAQ 15,644.97 13,694.62 1.1% (12.5)% down down up 

S&P/TSX Composite 21,222.84 21,106.00 0.5% (0.6)% down (weak) up (weak) up 

S&P/TSX Venture (CDNX) 939.18 836.21 (1.9)% (11.0)% down  down  up  

S&P 600 1,401.71 1,310.76 1.0% (6.5)% down down up  

MSCI World Index 2,354.17 2,141.21 (6.2)% (9.1)% down  down  up 

NYSE Bitcoin Index  47,907.71 39,333.23 (1.6)% (17.9)% down (weak) down  up 

        

Gold Mining Stock Indices        

Gold Bugs Index (HUI) 258.87 280.51 (0.8)% 8.4% up up up (weak) 

TSX Gold Index (TGD) 292.16 317.19 (1.1)% 8.6% up up up (weak) 

        

Fixed Income Yields/Spreads         

U.S. 10-Year Treasury Bond yield 1.52% 1.88%  (2.6)% 23.7%    

Cdn. 10-Year Bond CGB yield 1.43% 1.89% 0.5% 32.2%    

Recession Watch Spreads        
 

U.S. 2-year 10-year Treasury spread 0.79% 0.38% (17.4)% (51.9)%    

Cdn 2-year 10-year CGB spread 0.48% 0.35% (10.3)% (27.1)%    

        

Currencies        

US$ Index 95.59 96.62 (new highs) 0.6% 1.1% up up up (weak) 

Canadian $ .7905 0.7866 0.2% (0.5)% down  down  up  

Euro 113.74 112.65 (new lows) (0.5)% (1.0)% down down down (weak) 

Swiss Franc 109.77 107.99 (0.5)% (1.6)% down down  up (weak) 

British Pound 135.45 134.12 (1.4)% (1.0)% down down  up (weak) 

Japanese Yen 86.85 86.54 (0.4)% (0.4)% neutral down  down 

         

        

Precious Metals        

Gold 1,828.60 1,887.60 (new highs) (0.6)% 3.2% up up up  

Silver 23.35 24.02 0.1% 2.9% up  neutral up  

Platinum 966.20 1,050.10 (2.5)% 8.7% up  up  up  

        

Base Metals        

Palladium 1,912.10 2,365.70 1.2% 23.7% up neutral up (weak) 

Copper 4.46 4.49 (0.7)% 0.6% up up up  

         

Energy        

WTI Oil 75.21 91.59 (new highs) 1.5% 21.8% up up up  

Natural Gas 3.73 4.47 2.1% 19.8% up  up (weak) 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.  

 

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

 
How is everyone loving the volatility? The S&P 500 wound up 0.8% on the week. But at its low the S&P 500 was 
down 5.4% on the week. A spectacular turnaround. The low point of the week also put the S&P 500 down 
14.6% from the all-time high in January. The NASDAQ fell briefly into bear territory, Řƻǿƴ ŀǘ ǘƘƛǎ ǿŜŜƪΩǎ ƭƻǿ 
22.3% from the all-time high. The NASDAQ then closed up 1.1% on the week after at one point being down 
7.1%. The Dow Jones Industrials (DJI) was the only loser on the week, off a small 0.1% while the Dow Jones 
Transportations (DJT) rose 1.6%. The S&P 600 small cap index continued to perform well, up 1.0%. The S&P 
400 mid cap index gained 1.1% on the week.  
 
In Canada, the TSX Composite was up 0.5% while the TSX Venture Exchange (CDNX) was down 1.9%. On the 
TSX, eight of the sub-indices were up and six down. Leading the way up was Energy (TEN), gaining 3.4%. The 
big loser was Health Care (THC), down 2.5% continuing its lead as the worst-performing sector. The EU stock 
indices were rattled by the invasion as the London FTSE lost 0.3%, the Paris CAC 40 was down 2.6%, and the 
German DAX dropped 3.2%. All closed well off their lows. In Asia, /ƘƛƴŀΩǎ {ƘŀƴƎƘŀƛ LƴŘŜȄ ό{{9/ύ ƭƻǎǘ мΦм҈Σ 
while the Tokyo Nikkei Dow (TKN) hit new 52-week lows, down 2.4% on the week. The MSCI World Index lost 
6.2% but because there is a delay in reporting the MSCI is only measured Thursday to Thursday.  
 
A sharp decline in the stock markets as we saw this past week can suddenly reverse, giving rise to sharp but 
brief rallies just to release the downside pressure. The question is, does this sharp rebound have any legs or 
will it quickly fade? Stats from the COT show that large speculators were significant buyers of the dip, so their  

http://www.stockcharts.com/
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ƭƻƴƎ Ǉƻǎƛǘƛƻƴ ƛǎ ƴƻǿ ǉǳƛǘŜ ƭƻƴƎΦ ¢Ƙŀǘ ŘƻŜǎƴΩǘ ǉǳƛǘŜ Ŧƛǘ ǿƛǘƘ ŀ ƳŀǊƪŜǘ ŀōƻǳǘ ǘƻ ǘŀƪŜ ƻŦŦ ǘƻ ǘƘŜ ǳǇǎƛŘŜ ƻƴŎŜ ŀƎŀƛƴΦ 
The S&P 500 Bullish Percent Index (BPSPX) closed at 35.8% after hitting low at 31.8%. ItΩs in bear territory but 
it has been worse in the past. The CBOE put/call ratio closed at 0.57, back in bull territory. At its peak back in 
January, it hit 0.82 briefly in bear territory. The put/call ratio is not indicating a huge turnaround because 
everyone is back being bullish once again. The All-Bears Index did hit a high often associated with a bottom. 
  
The February high for the VIX Volatility Index made a lower high with January even as the S&P 500 made new 
lows for the move. That is a positive divergence and could favour a rebound in the stock market.   
 
The threat of higher interest rates still looms in the background. The U.S. 10-year treasury note fell this past 
week to 1.88% from 1.93%. More importantly, the 2ς10 spread narrowed again, falling to 38 bp from 46 bp. In 
Canada it was the same, although the 10-year Government of Canada bond (CGB) was actually up 1 bp to 
1.89% but the 2ς10 spread narrowed to 35 bp from 39 bp. The narrowing of spreads usually precedes a 
recession. The Fed is expected to hike rates at the March FOMC by at least 25 bp and many are looking for a 50 
bp hike. All the negative talk is having an impact on credit spreads as yield spreads on junk bonds widened to 
their highest in over a year. Yield spreads are also rising for BBB debt, the lowest investment grade and where 
the highest concentration of corporate debt lies and even for AAA (very little of that) debt. Rising credit 
spreads are another sign of weakness for the economy. We noted previously that margin debt has started to 
fall, which is often a sign that the party is over for the stock market.  
 
²ŜΩǾŜ ǎŜŜƴ ŀ ƴǳƳōŜǊ ƻŦ ǊŜǇƻǊǘǎ ƭŀǘŜ ǘƘƛǎ ǿŜŜƪ ǎŀȅƛƴƎ ǘƘŜ ōŜŀǊ ƛǎ ƻǾŜǊ, long live the new bull. However, as we 
note, fast rebounds as we saw are usually short-lived, although they can hang around for a week or two. One 
can have a climax low, then see it followed by lower low that is more like a grinding low than the fast and 
furious one that signals a climax. A classic example was the financial crisis panic low in November 2008; 
following a rebound into December the market started ŀ ƎǊƛƴŘ ǘƻ ǘƘŜ ŘƻǿƴǎƛŘŜ ǘƘŀǘ ŘƛŘƴΩǘ ōƻǘǘƻƳ ǳƴǘƛƭ aŀǊŎƘ 
at lower lows. The November 2008 low was the selling climax, but afterward the market went lower still. That 
ŘƛŘƴΩǘ ƘŀǇǇŜƴ ƛƴ aŀǊŎƘ нлнл ŀǎ ǘƘŜ ǎŜƭƭƛƴƎ ŎƭƛƳŀȄ ǘǳǊƴŜŘ ƻǳǘ ǘƻ ōŜ ǘƘŜ ƭƻǿΦ .ǳǘ ǘƘƛǎ ŎƻƭƭŀǇǎŜ ŘƻŜǎƴΩǘ ŦŜŜƭ ƭƛƪŜ 
the March 2020 collapse which was triggered by the pandemic. This time the problems are deeper. This might 
only bring temporary relief.   
 
¢ƘŜ {ϧt рллΩǎ нлл-day MA is at 4,460. So, it is important to regain and close above that level. But more 
important is breaking and closing above 4,600. At that level the low could be confirmed. Sharp rebound rallies 
like this usually peter out, but they can last a week or more. It will be important to see how the follow-through 
plays out this week.  
 
Consumer sentiment continues to be miserable, down at the lowest levels since 2011. While the final Michigan 
sentiment numbers for February were slightly better than expected this past week, they were still pretty bad. 
¢Ƙƛǎ ǿŜŜƪ ǿŜΩƭƭ ƎŜǘ ǘƘŜ CŜōǊǳŀǊȅ ŜƳǇloyment report. Nonfarm payrolls are expected to be up 350 thousand 
ŦƻƭƭƻǿƛƴƎ ƭŀǎǘ ƳƻƴǘƘΩǎ Ǝŀƛƴ ƻŦ пст ǘƘƻǳǎŀƴŘΦ ¢ƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ό¦оύ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ǊŜƳŀƛƴ ŀǘ п҈Φ /ŀƴŀŘŀ 
ǿƻƴΩǘ ǊŜǇƻǊǘ ƛǘǎ ŜƳǇƭƻȅƳŜƴǘ ƴǳƳōŜǊǎ ǳƴǘƛƭ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǿŜŜƪΦ  
 
The rebound rally was impressive. Follow-through and no new lows are even more important. 
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Source: www.stockcharts.com 

 
Has gold topped? That is the question, given the spike high seen on February 24 as the Russian invasion of 
Ukraine unfolded. Spike highs on high volume are more than often a sign of a top. Not only was there a spike 
top as gold made a 52-week high, but a reversal unfolded and gold closed down on the week, off 0.6%. Spike, 
reversal, lower closeτnot a good sign. Silver managed to hold on to its gains but was barely up 0.1%, while 
platinum lost 2.5%. Palladium gained 1.2% (Russia produces 40% of the global total) and copper lost 0.7%. The 
ƎƻƭŘ ǎǘƻŎƪ ƛƴŘƛŎŜǎ ŘƛŘƴΩǘ ŦŀǊŜ ǿŜƭƭ ŀǎ ǘƘŜȅ ǘƻƻ ǎǇƛƪŜŘ, then closed lower with the Gold Bugs Index (HUI) down 
0.8% and the TSX Gold Index (TGD) off 1.1%. Not a good week.  
 
DƻƭŘ ǿŀǎƴΩǘ ǘƘŜ ƻƴƭȅ ƻƴŜ ǘƻ ǎǇƛƪŜ ŀǎ ²¢L ƻƛƭ ǇǊƛŎŜǎ ǎǳǊƎŜŘ ǘƻ ŦǊŜǎƘ рн-week highs at $100.54 before collapsing 
10% and closing at $91.59 still up 1.5% on the week. So, has oil topped too? WTI is still well short of our targets 
ƻŦ ϷмлуΦ bƻ ƭŀǿ ǎŀȅǎ ƛǘ Ƙŀǎ ǘƻ ōŜ ŀŎƘƛŜǾŜŘ ǎƻ ǿŜΩƭƭ ǿŀǘŎƘ ǘƘƛǎ ƻƴŜ ŎŀǊŜŦǳƭƭȅ ŀǎ ǿŜƭƭΦ ¢ƘŜ ŜƴŜǊƎȅ ƛƴŘƛŎŜǎ ŜƴƧƻȅŜŘ 
an up week following the market as the ARCA Oil & Gas Index (XOI) gained 0.7% and the TSX Energy Index 
ό¢9bύ ǿŀǎ ǳǇ ŀ ƳƻǊŜ ǎǘŜƭƭŀǊ оΦп҈Φ ¢Ƙŀǘ ŦŀŎǘ ǘƘŀǘ ƴƻ ǎŀƴŎǘƛƻƴǎ ǿŜǊŜ ǎƭŀǇǇŜŘ ƻƴ wǳǎǎƛŀΩǎ ƻƛƭ ŀƴŘ Ǝŀǎ ƘŜƭǇŜŘ ǘƻ 
push oil prices back down again. ²ƘŀǘΩǎ ƪey now is holding $89/$90 and the low seen a week ago at $87.46. If 
that breaks, then WTI could fall to $80/$82.  
 
We have often expressed our concern that gold, rather than breaking out to new all-time highs, could fail 
below the August 2020 high of $2,089. Was this past week the failure? Naturally, we cannot confirm that 
immediateƭȅΦ LƴǎǘŜŀŘΣ ƻǳǊ ŦƻŎǳǎ Ƙŀǎ ǘƻ ǎƘƛŦǘ ǘƻ ŘƻǿƴǎƛŘŜ ǎǳǇǇƻǊǘΦ ¢Ƙƛǎ ǿŜŜƪΩǎ ƭƻǿ ǿŀǎ Ƨǳǎǘ ŀōƻǾŜ ϷмΣуту, so a  

http://www.stockcharts.com/

