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Dominating themes, real crisis, Canadian strength, cheap mining, stock divergence, energy bottom

Three themes dominated this past week. We cover all three. Inflation, the debt limit and the still ongoing
banking crisis along with the emerging commercial real estate crisis. The bank stocks have done poorly this
year. Not the place to be in the U.S. for sure. But here in Canada while the banks have suffered they are better
capitalized and stronger regulations. Down but not out.

Our chart of the week (page 8) looks at the TSX Venture Exchange (CDNX) in three charts. Its boom and bust
cycle has dominated since its onset in the late 1990's. Right now it looks depressing but that gives rise to
opportunity. The CDNX is dominated by mining stocks. They are dirt cheap. And when the rise starts it soars.

Stock markets continue to fade. Divergences dominate. Last week a classic case with the NASDAQ the only one
in the plus column. It has been a very narrow advance led by a few stocks. The mid sized and small cap have
done poorly. In a real bull market they should lead.

The commodity sector, materials, metals, golds, and energy were beaten up last week. But they remain the
most intriguing to own. Lundin Gold Inc. for example, pays a dividend, reported first quarter all-time high
gold production and a strong cash balance, and is held in the Canadian Conservative Growth Strategy.*
Both oil and natural gas (NG) appear to be trying to form bottoms.

The weather is getting nicer. Summer will soon be here. Have a great week.
DC
* Reference to the Canadian Conservative Growth Strategy and its investments, celebrating a 5-year history of

strong growth, 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

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 1 of 27


mailto:msamuel@enrichedinvesting.com

ENRICHED

INVESTING INCORPORATETD

“When the public buys toilet paper, | buy stocks.”
—Larry Williams, American stock and commodity trader, author, political candidate in Montana, father of
actress Michelle Williams; b: 1942

“Successful investing is anticipating the anticipations of others.”
—John Maynard Keynes, English economist and philosopher, whose ideas changed the theory and practice
of macroeconomics and economic policies of governments, father of Keynesian economics; 1883-1946

“When you’re one step ahead of the crowd, you’re a genius. When you’re two steps ahead, you’re a
crackpot.”
—Shlomo Riskin, Orthodox rabbi, founder of Lincoln Square Synagogue, Upper West Side, New York City,
founding chief rabbi of Efrat an Israeli settlement, author, chancellor; b: 1940

Inflation Again
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The April U.S. CPI came out and, once again, it came in slightly below expectations. At 4.9% year-over-year (y-
0-y), it was the first time under 5% in two years. Happy days are here again? Hardly. It remains higher than it
has been for the most part over the past 40 years. Only two brief spikes were seen above that level in 1990
and 2008. Neither lasted long enough to make any long-term impact. The Fed discount rate is now at 5-5.25%
which is equal to or slightly above the inflation rate. Is this enough to bring down the rate of inflation to even
lower levels?

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

2 of 27


http://www.stlouisfed.org/

ENRICHED

INVESTING INCORPORATETD

The Producer Price Index (PPI) also came out this past week. The PPI for April came in up 0.2%, below the
expected 0.3% gain. Year-over-year, the PPl was up 2.3% vs. the expectation of 2.4%.

What it has done, we suspect, is end any thoughts that the Fed might hike rates once again at the June 13-14
FOMC. But will it mean that the Fed is going to cut rates later this year? Not likely. As we know, the Fed is data
driven and we’d have to see a serious deterioration in the economy to think of rate cuts. The last jobs

report, we suspect, should put an end to thoughts of rate cuts unless we see a serious drop in employment
over the next several months. There are still hawkish Fed governors that don’t quite see the end of rate hikes
just yet. Inflation appears poised to remain sticky for the foreseeable future. Canada, we suspect, is also in a
holding pattern. But the European Central Bank (ECB) may not be done yet. Indeed, the ECB hiked rates again
by 25 bp as did the U.K. Latest figures show inflation in the ECB is 7.0% and in the U.K. is 10.1%. With central
bank rates at 3.75% and 4.5%, the ECB has some catching up to do.

What was interesting is that the U.S. core CPI (ex: food and energy) came in 5.5% y-o-y. How could the core
come in higher than the actual CPI? Food and energy are considered the most volatile elements of the CPI;
hence, why they are removed to calculate the core. Apparently, the culprit is housing costs. While food and
energy costs, particularly energy costs, have been coming down, housing and some other core prices have
remained sticky at higher levels. Rent eased a bit but not significantly.

The Debt Limit

The potential nightmare that doesn’t go away—yes, the debt ceiling limit. It is difficult to come to an
agreement between a hyper-partisan congress that is demanding billions (trillions?) in spending cuts now
while the White House is demanding that the ceiling be raised as is and that budget talks take place separately.
Paralysis is the word that comes to mind. To add to the hyper-partisan split, former president Donald Trump is
urging Republican congressmen to dig in and resist raising the debt limit, even if it means default. JP Morgan
Chase CEO Jamie Dimon called out Trump, claiming he has little or no understanding of the debt ceiling.
Treasury secretary Janet Yellen is saying that, come June 1, measures to make cash available run out. Most
pundits put the drop-dead date a bit later to June 9-14. If cash inflows stay high, they could survive into July.
U.S. Treasury cash balances have dropped below $200 billion. Sounds like a lot, but the U.S. has a budget
deficit of over $1.4 trillion. That $200 billion can disappear quite fast.

Nonetheless, this has become a high-stakes game with no winners. Some are calling President Biden to use the
14" amendment to help the debt limit, but most believe it is a non-starter. The 14" amendment has a clause
that effectively reads that the “validity” of the U.S. public debt “shall not be questioned.” This was originally a
Civil War measure. Nonetheless, many believe that the best outcome will merely be a suspension to push the
problem out to another day. This has happened before. But the U.S. could still be risking another debt
downgrade. The last one occurred during the 2011 debt limit crisis when the U.S. lost its AAA rating and was
downgraded to AA+. A similar event taking place today could see the U.S. debt downgraded to at least AA or,
as a worst case, AA-.
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The key will be to contain a potential panic in markets. But the two sides don’t have too many windows until
the end of the month to resolve this problem. Markets are worried but not panicking, because everyone
believes that no-one will allow the U.S. to actually go into default. But short-term treasury yields have climbed
to very high levels, as our chart of 1-month and 3-month U.S. treasury bills shows. 1-month has hit

5.79% and 3-month is up to 5.25%. For comparison, the U.S. 10-year treasury note is at 3.46% and has been
falling.

The question remains, would they let things shut down and payments stop for anything from Social Security
and Medicare obligations to defense payments, federal employees’ salaries, to government agencies like
Customs and Border Protection and Homeland Security? Millions rely on their cheques. And, of course, the big
question is, what about interest on the debt or paying off maturing debt?

SUSTIM 1-Manth US Treasury Yield (EQD) INDX @ StockCharts.com
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One thing to keep an eye on is the ratio between the Dow Jones Industrials (DJI) and the U.S. 10-year treasury
bond. Since the 2020 pandemic panic low, the place to be has been in stocks, as represented in the ratio by the
DJI/UST shown on the next page. But the past year or two has seen a very choppy market indicating that a
potential shift in direction is coming. The chart is now indicating that it could break down in favour of bonds.
That could signal the onset of a recession. Or it could signal a problem with the debt limit. Despite everything,
the tendency would still be to rush to bonds and sell stocks. A breakdown in the ratio under 280 would signal
that bonds are the place to be.

U.S. federal debt has long surpassed GDP. U.S. federal debt surpassed real GDP in 2012 and nominal GDP in
2013. Today, U.S. federal debt is 120.3% of nominal GDP and 155.6% of real GDP. Real GDP is adjusted for
inflation. Normally, federal debt is measured against nominal GDP. Anything over 100% is considered to be a
major drag on GDP growth. Of the major G7 countries, Japan has a debt/GDP of 266% and Italy 145%. France
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and the U.K. also have a debt/GDP ratio over 100%. Canada is usually listed as well at 113%, but we note it
includes all public debt of both the federal government and provincial governments. Canada’s federal
debt/GDP as a standalone is the lowest of the G7, currently around 55%.

The debt ceiling problem is not going away. It may be antiquated but, given a hyper-partisan political
environment, the odds of that changing are about nil. Depending on how this plays out, a debt downgrade may
be the least of their worries. The latest in discussions is that a meeting planned between Biden and McCarthy
on May 12 was postponed. Maybe staff are sorting it out. Then again, maybe not.
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U.S. Federal Debt and Real GDP 1970-2023
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Banking Woes Continue

Is the banking crisis over? Just when you think it is safe to go back into the water, another bank disaster pops
up. First Republic was a big one. Was that it? Then along comes PacWest Bancorp and Western Alliance
Bancorp. But others such as Comerica and KeyCorp are also suffering. They are all suffering, particularly the
regionals. And it is not as if the U.S. banking sector is the only risk; there are huge risks as well in the
commercial real estate sector that could dwarf problems in the home owner’s real estate market. The
problems extend into Canada as well and could be a global problem.

Banking crises are a regular occurrence. From the savings and loans crisis of the late 1980s/early 1990s to the
Russian/Long-Term Capital Management (LTCM) crisis of 1998, to the financial crisis of 2007-2008 we have a
long history of banking crises. Note that all of these crises also saw real estate crises. No, this time is not
different. Since 2020, while the S&P 500 remains up 27.7%, the KBW Bank Index is down 35.8% and the KBW
Regional Bank Index is down 29.0%. For the record, the TSX Financial Index (TFS) is still up 12.2% since 2020
and up just over 1% in 2023. Canada’s banking regulations and capital requirements are amongst the best in
the world. No, FDIC does not cover everything, nor does CDIC insurance in Canada either. Those with deposits
over $250,000 in any bank institution are at risk if the bank fails. In Canada, CDIC insurance covers up to
$100,000. The Fed cannot bail out everyone. Nor should they even try. But banks are having to make larger
contributions to cover the growing shortfall.
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So, it is no surprise that bank deposits have fallen, even as money market funds have grown. Deposits at all
commercial banks are coming out at a faster rate today than they were during the 2007-2008 financial crisis.
Meanwhile, money market funds have grown.

Commercial real estate remains a big problem. There is some $1.5 trillion of real estate debt coming due by
the end of 2025. Vacancy rates are high and companies are having trouble enticing workers back to the office.
Defaults are rising. These things are like a slow-moving train wreck. Once the train goes off the rails, it is
difficult to stop it until the final car falls. Two big problems and there does not appear to be an end to it.

Deposits, Commercial Banks, Money Market Funds 2020-2023
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Sticky inflation, a potential debt ceiling crisis, an ongoing real estate and banking crisis. Most pundits are
predicting a recession by Q3. The question is, how steep will this crisis be? And will there eventually be a
Lehman Brothers moment? The clock is ticking.

Chart of the Week
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We've shown this chart in the past, but thought it worth looking at once again. The TSX Venture Exchange
(CDNX) has been down so long it seems almost normal. The highs of 2007 and 2011 seem but a distant
memory. Is there anyone around that remembers those days? We guess we have to stick up our hand. Those
were heady days for the CDNX.

So comes the belief that if it did once before it could do it again. Patience is required. Volatility is a word that
comes to mind when looking at the CDNX. After all, it is chock-full of junior mining companies, some of which
eventually graduate to the larger Toronto Stock Exchange (TSX). The CDNX is recognized globally as a
preeminent spot for junior mining companies that make up over 50% of the index. Mining means not only gold
and silver, but also copper, uranium, lithium, nickel, coal, phosphate, prime metals, and more. There are also a
number of energy-related companies on the CDNX and as well robotics firms, biotech firms, and more.
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There 136 companies listed on the CDNX Composite Index, but there are over 1,700 companies that trade on
the TSX Venture Exchange. It is, however, understandable why few can get excited for CDNX companies when

the index is down over 81% from the 2007 high, down 75% from the 2011 high, and even down over 44% from
the February 2021 high. For many, the CDNX is like poison.
$CDNX S2P/TSK venture (COMK) Composite Index TSxy ® StockCharts.com
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But we do see a glimmer of hope. First, from the monthly chart of the CDNX above we can note what appears

to be a five-wave decline from the 2007 high that bottomed with the pandemic low of 2020. Second, we

appear to be embarking on a potential ABC upside correction. The A wave topped in February 2021 and the B
wave, we believe, bottomed in December 2022. Notably, the A wave took out the high of wave 4 on the way

down. This is a signal that tells us the huge down wave may be over. We may be in the early stages of the
wave, a wave that could take us to a least a double top with the February 2021 high. A classic ABC flat.

But if we enjoyed a normal 50% to a Fibonacci 61.8% correction, then we could have potential to reach to
1,850 to 2,210. The Fibonacci 38.2% correction is at 1,490. The potential is there, but can it be realized?

C

Our one-year chart of the CDNX above shows a potential head and shoulders bottom forming. The breakout is
up around 640 with potential targets up to 765. That’s decent, but it is not a home run that a 61.8% correction

would be. While it seems far away, a move above 2,650 could imply that we’ll see new all-time highs.
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There is potentially a huge up move for the CDNX coming. Previous up waves saw gains of 437%, 263%, 101%,
and more recently 237%. For the time being at least, the 80% collapses seem to be a thing of the past. Trying
to pick winners, however, is difficult when one considers there are so many companies. The best bets appear
to be in the mining sector which dominates the index. But a reminder that buying a CDNX stock is not like
buying Royal Bank of Canada. Research and patience are required, along with a stomach for some volatility.
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The TSX/CDNX ratio chart shows the volatility of the CDNX, with sharp ups and downs favouring either the TSX
or CDNX. When the ratio is rising, the TSX is the place to be, but if the ratio is falling the CDNX leads. Right
now, we may have made a top in the ratio back in November 2022. However, it is not conclusive and the CDNX
has not yet given a buy signal. Given previous spike tops in the ratio, the odds are shifting that the ratio has
topped and, going forward, the CDNX could outperform the TSX. A breakdown under 30 in the ratio could start
the tide to shift to the CDNX. The CDNX did have a long run from 2001 to 2006 where it steadily outperformed
the TSX. However, from 2011 to 2015 the TSX was the place to be. As can be seen from the RSI, the ratio tends
to become overbought or oversold. The most recent reading was overbought, favouring the TSX over the past
couple of years. Is the tide shifting to the CDNX?
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3.46%
2.89%

(0.53)%

(0.86)%

102.51
73.80
108.51
111.28
124.50 (new highs)

73.69

2,019.80
24.15
1,067.00

1,513.80
3.73

70.04
2.27

Week

(0.3)%
(1.1)%
(2.4)%
0.4%
(0.6)%
0.4%
(1.7)%
0.2%
(9.8)%

(4.1)%
(3.3)%

0.9%
(0.7)%

(10.4)%

(6.2)%

(0.3)%
(6.9)%
(0.1)%

1.8%
(3.9)%

(1.8)%
6.1%

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.

% Gains (Losses)

YTD

7.4%
0.5%
2.9%
17.4%
5.3%
8.3%
(3.3)%
8.6%
59.8%

16.2%
15.9%

(10.8)%
(12.2)%

3.6%

(13.2)%

(0.7)%
(0.2)%
1.4%
2.9%
2.9%

(3.4)%

10.6%
0.5%
(1.5)%

(15.8)%
(2.1)%

(12.7)%
(49.3)%

Daily (Short
Term)

up (weak)
neutral

down
up
up (weak)
neutral
down

up (weak)
down

neutral
neutral

up
neutral
down
up (weak)
up (weak)

down

up (weak)
down (weak)
up (weak)

up
down

down
down

Trends
Weekly Monthly
(Intermediate) (Long Term)
up up (weak)
up (weak) up
neutral up (weak)
up neutral
up up
neutral down
down neutral
up up (weak)
up neutral
up neutral
up up
down up (weak)
neutral down
up down (weak)
up up
up down (weak)
neutral down
up up
up up
up up
down down
neutral neutral
down neutral
down down

Source: www.stockcharts.com
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$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
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The S&P 500 continues to make what appears to us as a small topping pattern. The S&P 500 fell 0.3% this past
week, the Dow Jones Industrials (DJI) was down even more, off 1.1% while the Dow Jones Transportations
(DJT) fell even more 2.4%. Only the NASDAQ bucked the trend and rose 0.4%. That’s a non-confirmation
divergence. The DJI and the DJT continue to diverge and, as well, the DJT is nowhere near its recent highs.
Divergences abound for the indices and none are pointing to an up move. Again, we show how momentum is
fading and diverging with the S&P 500 Index. It is a matter of when, not if that we should fall. A break now of
4,000 for the S&P 500 would be dangerous and under 3,900 fatal. However, until we break down, there is a

chance of getting a print above 4,200, a level many bulls have cited. That could draw in a few more players
before the market reverses once again.

In Canada, the TSX Composite lost 0.6% but the TSX Venture Exchange (CDNX) gained 0.4%. In the U.S., the
small cap stocks are falling as the S&P 400 (Mid) lost 1.2% while the S&P 600 (Small) was down 1.7%. All of this
shows narrowness of this market as only a few big cap stocks largely in the tech sector are keeping it up.
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Significantly, the NY FANG Index made 52-week highs, up 3.2% on the week. There is your leader. As for the
rest, well, Bitcoin finally gave up the ghost and dropped below 27,000, losing 9.8% on the week.

In the EU, the London FTSE lost 0.3%, the EuroNext was down 0.1%, the Paris CAC 40 off 0.2%, and the German
DAX was down 0.3%. In Asia, China’s Shanghai Index (SSEC) dropped 1.5%, Hong Kong’s Hang Seng (HSI) was
down 2.1%, but Japan’s Tokyo Nikkei Index (TKN) was a big winner, making fresh 52-week highs, up 0.8%. Not
a good week for the foreign indices. China and Hong Kong look like they are making tops. The EU indices all
look quite toppy. However, the MSCI World Index gained 0.2% and some emerging markets are looking
interesting.

With the NASDAQ diverging from the rest of the indices, the North American markets do not look positive. The
breakdown comes when they break their recent lows and, for the S&P 500, that would be a move under 4,000.
Under 3,900 seals the deal. Not even new highs above 4,200 could turn the market up as we believe that could
prove to be a false breakout. We note that especially with the fading indicators that are not confirming the
markets.

The rest of the page is blank
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We wonder if the NASDAQ is lonely. Of the four major U.S. indices this past week, the NASDAQ was the only
one up on the week. But even that was a feeble 0.4%. Yes, the NY FANG Index made fresh 52-week highs, but
therein lies the problem. The up move has not been broadly based. Mostly, it is the big technology stocks that
are leading the way. The new highs/new lows index has been sliding, not rising. That tells us this a very narrow
up move. Microsoft and Nvidia both made 52-week highs this past week, then reversed and closed lower. Not
a good sign. The NASDAQ has been the only Index to wiggle through that downtrend line from the highs. All
other indices are failing and some aren’t even close. The Russell indices are looking toppy and both the Russell
1000 and 3000 appear to be forming rounding tops. The Russell 2000 (small cap) remains well below recent
highs, underperforming both the 1000 and 3000. A breakdown now for the NASDAQ under 11,800 would seal
a move lower. Friday’s action saw the NASDAQ make small new highs, then reverse and close lower. Not a
positive sign. Volume has been waning as the market moves higher. Negative divergences are being seenin a
number of indicators. The NASDAQ along with the NASDAQ 100 have been making new highs for this move
while the other indices have not. A significant divergence of non-confirmation.
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Here are more divergences. The NYSE Advance/Decline line has been diverging with the Dow Jones Industrials
(DJ1). It also shows on the S&P 500 as well. Labels 1,2,3 define the divergence. Both 1 and 2 divergences are
very clear as the DJI was making a higher high while the AD line was making a lower high. It is not as clear on 3
but the AD line is definitely making a lower high, even as the DJI is back roughly where it was on two earlier
occasions. So, it may be a small divergence but a divergence nonetheless. The only way to save it is for the AD
line to rebound strongly and make new highs along with the DJI. But we know that this has been a very narrow
advance. So, it is not surprising that AD line is not keeping up with the index. Another warning.
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The TSX Composite fell 0.6% this past week. The pattern forming continues to look like a top. A breakdown
now through 20,195 could start a big downdraft. Major support lies down at 19,600 to 19,850. The TSX
Venture Exchange (CDNX) bucked the trend and rose 0.4% this past week. It was a bad week for the
commodity sectors as they led the downturn. Eight of the 14 sub-indices were down this past week, led by
Materials (TMT) and Golds (TGD), both down 3.3%. Metals & Mining (TGM) dropped 3.1%, Energy (TEN) was
down 2.2% and Health Care (THC) was down 2.6%. To the upside, the leader was Industrials (TIN), up 1.4%.
Information Technology (TKK) made fresh 52-week highs, but the gain was only 0.6%. Consumer Discretionary
(TCD) was up 1.2%. The only thing that could save the TSX now is new highs above 20,800. Otherwise, the
sliding top pattern looks lower, a question of when, not if. Note how volume rose sharply on that plunge into
March. And now note how it has tailed off considerably as the market rose once again. This is not a strong
market and the next move should be down.
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U.S. 10-year Treasury Bond/Canadian 10-year Government Bond (CGB)
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Bond yields ticked higher this past week, but the rebound was feeble. The U.S. 10-year treasury note rose to
3.46% from 3.43%. In Canada, it was the opposite as the 10-year Government of Canada bond (CGB) slipped to
2.89% from 2.91%. The recession spreads, however, widened as the 2—10 spread in the U.S. jumped to 53 bp
from 48 bp and Canada’s 2—10 rose to 86 bp from 81. The 3-month—10-year spread in the U.S. is now at 176 bp
and in Canada at 155 bp. All are still predicting a recession which pundits believe will start by Q3. Despite that
there are some who believe we’ll see no recession or just a mild one.

The inflation numbers were the big ones this past week. The weekly jobless claims came in at 264,000, above
the previous week’s 242,000 and above consensus at 245,000. That helped check any rise in bond yields. A
hawkish speech from Fed governor Waller didn’t help. A bit of a help was the University of Michigan Sentiment
Index that came in an unexpected 57.7, well below the forecast of 63 and April’s 63.5. Not only is that a six-
month low, but it remains at levels last seen during the Great Recession of 2007-2009 and the 1980-1982
recession. And, as we have noted, we still don’t have an official recession. That should help steady bond yields.

Bond yields still look like they are forming a large top, but we need to bust down through 3.00% to fully tell us
that we are headed lower. A move back up through 4.00% could have the opposite effect. If worse came to
worst and we really had a U.S. default, that could help push up bond yields. A debt downgrade could also be
negative.
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Is the USS Index breaking out? We suspect it’s more likely the USS Index is in the throes of either creating an
ABC flat or this is the C wave of a potential ABCDE-type triangle pattern. A flat could see the USS Index test up
around 105.70/106 once again. A firm breakdown under 101 could suggest that major support near 100 could
fall. That would negate any upward move. No, we don’t believe the USS Index correction is over. But we do
note that we believed the USS Index fell in five waves from the high in September at 114.75 to the low in
February, just under 101. For the short term, we remain slightly bullish on the USS Index. This past week it
gained 1.5%. The euro lost 1.5% despite the ECB hiking rates again, the Swiss franc was down 0.9%, the pound
sterling made fresh 52-week highs, then reversed and closed lower, off 1.5%, and the Japanese yen dropped
0.6%. The Canadian dollar wasn’t spared as it lost 1.4%. Weak oil prices did not help the Canadian dollar. Only
a return back under 101 would turn this market down. Resistance is above up to 103/103.50.
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Gold had a poor week but not as bad as silver’s week. Gold fell 0.3% compared to silver’s mini-crash of 6.9%.
Gold did not take out its recent low at $1,980, but silver crashed through a comparable low at $24.53. A
divergence in favour of gold? Which one is wrong? Platinum fell 0.1%, while the near precious metals saw
palladium gain 1.8% but copper lose a sharp 3.9% on recession fears. Gold was weakened, thanks to a much
stronger USS Index and slightly rising bond yields. Sentiment had also jumped over 90% and usually at those
levels it signals a top, even if it’s temporary.

That recent low of $1,980 remains important, although a breakdown under $1,975 could quickly take us down
towards $1,900. We note a long-term uptrend line coming at $1,925, so maybe that would hold things and
maintain the uptrend. Unlike silver that saw a big uptick in volume, gold’s volume did not rise significantly on
this pullback. Gold is maintaining its superiority. Momentum continues to decline and we note the negative
divergence between the price of gold that made higher highs and waning momentum that made a lower high.
That divergence was also seen in other indicators.

While the stronger dollar didn’t help, we remind ourselves that the banking crisis is not over, the debt ceiling
has not been resolved, and the war continues to rage between Russia/Ukraine. The political divide in the U.S. is
as bad as it has ever been. The debt ceiling war could still eventually prove detrimental to the USS Index, which
in turn would be good for gold. But a resolution could do the opposite.
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Gold’s uptrend remains intact. A move above $2,050 could suggest a test of the highs while a move above
$2,065 could suggest new highs above $2,085. Gold’s trend remains up. Gold is still the best place to be if
confidence in government collapses.
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The commercial COT (bullion companies and banks) was unchanged at 27% this past week. However, long
open interest jumped over 3,000 contracts while short open interest was up over 8,000 contracts. The large
speculators COT (hedge funds, managed futures, etc.) dropped to 79% from 80% as they added about 4,000
longs but also added about 4,000 shorts. Open interest was up about 25,000 contracts on a down week for
gold. Not a lot has changed, but it is mildly negative.
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It was a poor week for silver. Not only did it fall 6.9% on the week but it broke under the recent low of $24.53,
closing down at $24.15. A firm break of $24 could quickly take us down to $22. Long-term major support is
seen at $21. For silver, this was the worst week in seven months. The only good news is that the drop in silver
was not confirmed by gold as gold prices generally held up, even as silver fell. There are fears of demand falling
for industrial silver as the economy slows. In that respect, silver acts more like an industrial metal rather than a
precious metal. The low on the week was Friday at $23.91. That is just slightly below the Fibonacci 38.2%
retracement level of the move from the March low of $19.94 to the high at $26.43. It increases the odds that
we could see a 50%—61.8% retracement of the move. That would place silver down to $22.40 to $23.20. A
breakdown under $21.50 suggests new lows below $19.94 ahead. The drop this week was swift and vicious.
Even if we consolidate, it could take a while to regain the recent high of $26.43. The RSI has fallen swiftly to
under 40. The short-term trend has turned down, albeit weakly, but another down week would put the short-
term trend firmly to the downside. It would also weaken the intermediate uptrend. Volume picked up this past
week as well. That’s not a particularly good sign. As we note next, the commercial COT remains weak, not
favouring a rebound for silver.
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The commercial COT for silver was also unchanged at 32% this past week with little change in either longs or
shorts, although the shorts were up roughly 1,000 contracts. The large speculators COT was also unchanged at
65%, but here they added about 1,000 longs while the shorts were only up about 600 contracts. Open interest
gained about 3,000 contracts on a sharp down week. The silver COT is somewhat negative.
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It was not a good week for the gold stocks. With both gold and silver down, especially silver, the TSX Gold
Index (TGD) fell 3.3% while the Gold Bugs Index (HUI) lost 4.1%. The drop didn’t quite wipe out the previous
week’s gains. We can’t say we liked the action. We did swing up to new highs the previous week, but this
week’s drop finished just above the recent low of 315.74 (close 321.80). Only gains on Friday saved the week.
We broke through an uptrend line and a move now below 315 could see us fall to stronger support near 300.
Long-term uptrend support is down at 285. RSl is currently neutral, but there were negative divergences at the
recent top as the TGD made higher highs but the indicators made lower highs. This week’s action turned the
short-term trend to neutral from up. Another down week and the short-term trend is likely to turn down. With
the technicals looking somewhat bearish, the odds are calling for further drops. The only saviour might be if
the high at 345 was the second thrust to a high and we might get a third thrust to a high. Those patterns tend
to be bearish. A drop under 310 would, we suspect, end any thoughts of another upward thrust. The suspected
wedge triangle pattern still has the upper channel near 360, so another upward thrust is not impossible.
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Oil prices cannot get out of the way of themselves. Bearish sentiment rules. So what, if Chinese demand
rebounds? So what, if the U.S. decides to refill the Strategic Petroleum Reserves (SPR)? So what, if tensions still

flair with Russia/Ukraine and in the Middle East against Iran? Maybe OPEC will cut production again.

This past week WTI oil fell back, losing 1.8%. However, in a surprise, Brent crude rose 4%. The mixed-up world
continued with natural gas (NG). Henry Hub NG rose 6.1%, but the Dutch EU Hub fell 10.4%. Divergences?
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When we see these our suspicion is something is amiss. One of them is wrong. The energy stocks didn’t know
what to do so they sold off, but not by a lot. The ARCA Qil & Gas Index (XOl) fell 1.6% while the TSX Energy
Index (TEN) was down 2.2%.

In one interesting move, Pakistan is buying Russian oil and paying for it in Chinese yuan. A continuation of what
many are calling de-dollarization? Still, the bulk of the world prices oil in U.S. dollars.

Oil prices are falling, strictly because of fear of recession and the resulting lower demand. Not that anyone has
gone into an official recession yet nor has unemployment jumped. Traffic congestion is severe in some cities
(Toronto, where we live, is one of most congested in North America). Yet the freeways are parking lots plenty
of times as everyone drives, it seems. But a reminder that on an inflation-adjusted basis WTI oil prices are less
than where they were in November 1985 and less than half the price of where they were in June 2008. By
many measurements oil is cheap. Today’s price at the pump is around 77 cents/litre in 1990 inflation-adjusted
prices. In December 1990 gas at the pump was 71 cents/litre.

We suspect that this is a test of the recent low of $63.57. Recently, WTI made new lows but Brent did not. And
then again, this past week WTI was down but Brent was up. The divergences continue and it would appear to
point to higher prices ahead. Still, it is a long way to a break out above $81/582. NG continues to make what
we believe is a rounding bottom. But we won’t feel comfortable until we take out $3 to suggest higher prices.
The trouble is, as well, the strong seasonal period for both oil and gas is December to June. The official driving
season gets underway after the Victoria and Memorial Day weekends later in May.

Copyright David Chapman 2023
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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) nor a licensed
financial advisor. He does not and cannot give
individualised market advice. David Chapman has
worked in the financial industry for over 40 years
including large financial corporations, banks, and
investment dealers. 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. Every
effort is made to provide accurate and complete
information. However, we cannot guarantee that there
will be no errors. We make no claims, promises or
guarantees about the accuracy, completeness, or
adequacy of the contents of this commentary and
expressly disclaim liability for errors and omissions in the
contents of this commentary. David Chapman will
always use his best efforts to ensure the accuracy and
timeliness of all information. 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. David Chapman may own
shares in companies mentioned 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.

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

27 of 27



