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Correction mode, hikes expected, declining liquidity, bottoming energy, oversold metals, borrowed time

We leave next weekend on a week's holiday at a cottage in the near north of Ontario. No internet service,
limited cell phone service, so we will be unable to produce a "Scoop" for the next two weekends. Will return
the weekend of July 15. Hopefully this week's Scoop will cover off what might happen over the next couple of
weeks.

Markets have moved into a correction mode. The BOE and some others hiked interest rates this past week and
the Fed is indicating that two more hikes could be on the way. The BofC is also leaning towards another
possible hike. We've also noted some declining liquidity as the Fed pulls back. That alone helps take markets
lower. Two areas stand out, however. Energy and the metals including gold.

Energy continues to show signs of making a bottom while the metals including gold have become quite
oversold and are due for at least a summer rebound. One gold company that has performed well this year is
Lundin Gold Inc., which reported record quarterly gold production, has a high grade gold mine operation, pays
a dividend, and is held in the Canadian Conservative Growth Strategy.* The attempted coup in Russia seems
to have dissipated but a successful coup in Russia could have been a game changer in many ways including
increased market volatility and positive for gold.

We continue to note the divergences in the market and our chart of the week (page 9) looks at the S&P 500
and the S&P 500 Equal Weight Index.

This past week was a sea of red ink unless you owned Bitcoin. Not pleasant. But the stock market trends
remain up but are weakening. None of these preclude another run to new highs as we note possible targets for
the S&P 500 up at 4,800 and the January 2022 highs. But the stock markets are living on borrowed time and
we look once again at long term cycles including the overlooked Kondratieff wave cycle.

Summer is in bloom. The weather has remained co-operative at least here. Get out and enjoy. Have a great
week or two and be back on the weekend of the 15th.

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
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“l believe denying clients the ability to be hyper-traders is doing them a favour. Most people are not adept
enough to take advantage of short-term mis-valuations, and | put myself in that category.”
—Howard Marks, American investor and writer, co-founder Oaktree Capital Management, published
books on investing; b: 1946

“For years | have contended that the average speculator does not lose his money in Wall Street. He loses it
whenever he happens to be the instant he decides to let the ticker put unearned dollars in his pocket. The
game does not beat the player; he beats himself.”

—Edwin Lefévre, American journalist, writer and diplomat, notable writings on Wall Street, wrote
Reminiscences of a Stock Operator (1923); 1871-1943

“Not even the “safest” investment is without risk and some element of speculation.”
—Bernard Baruch, American financier and statesman, Chairman of the War Industries Board during WWI,
advisor to Woodrow Wilson at the Paris Peace Conference 1919, advisor to FDR during WWII, represented
on the United Nations Atomic Energy Commission; 1870-1965

Yes, the stock market can be considered a gambling casino. Not much different than an evening out at
Fallsview Casino, Niagara Falls. And, like all casinos, the odds favour the house. You could put your funds under
the mattress or you could put it in a bank account that pays interest and just leave it there. The mattress could
catch fire and, given inflation, your funds in the bank would lose every year, regardless.

Since 2000, the best return for any investment has been Bitcoin, up 5,958% to June 21, 2023. Except Bitcoin
only started in 2014, that market is down 60%—90% from its top, and regulators are poring all over the sector.
Setting Bitcoin aside, the best-performing asset has been gold, up 572%. The weakest we looked at was 10-
year U.S. treasury notes, up a paltry 18% before the coupon. In between, of course, they all had their ups and
downs. One of the wildest rides has been the TSX Venture Exchange (CDNX), dominated by gold and metal
mining stocks. The CDNX has had wild rides, sometimes with gains of 200% to over 400%, followed by big
downswings of 80% or more. After 23 years, the CDNX is recording a net loss of almost 18%. All this goes to
suggest that one has to be standing in the right place at the right time to achieve large gains. The old adage of
buy low, sell high. Or, as we sometimes say, buy when nobody wants them, sell when everyone wants them.

Warren Buffet (b: 1930) said much the same thing with his quote “We simply attempt to be fearful when
others are greedy and to be greedy only when others are fearful.” Stock markets are constantly going up and
down. Since 1900, there have been 40 bull markets with 10% or more gains. There have also been 39 bear
markets of 10% or more. The breakdown is as follows:
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Gains and Losses Bull and Bear Markets 1900—present
Dow Jones Industrials (DJI)

Gains (Bull Markets) Losses (Bear Markets)
100% Plus 50%—-100% >50% <10% 30% Plus 20%—-30% 10%-20%
9 18 13 15 11 13

Source: www.stocktradersalmanac.com

The biggest single prolonged gain was 344.5%, seen from October 23, 1923 to September 3, 1929—the Roaring
Twenties. The biggest single prolonged loss was the 86% drop from April 1930 to July 1932 —the Great
Depression. It’s the old adage of what goes up fast comes down even faster. Since 2000, the best bull market
was 97.9% from March 2020 to January 2022 —the Pandemic Bull—and the worst drop was the 53.8% decline
seen from October 2007 to March 2009 —the Great Recession. Intriguingly, since the world came off the gold
standard in August 1971, gold has gained 4,487% vs. the DJI up 3,855%. Seems to pay to hold a little gold in
one’s account.

Note that we are referring to physical gold, not the gold stocks. The longest-running gold stock index that
we’ve followed is the Philadelphia Gold & Silver Exchange (XAU). It’s up only a paltry 9% since its inception
back in 1984. However, Barrick Gold (GOLD) is up almost the equivalent of gold itself, 4,252%. The NASDAQ,
with its heavy emphasis on technology stocks, is up 12,882% since 1978 when it started. It all depends on
where you are standing when the bull gets underway.

So, where do we stand? One of our long-time favourites is the Kondratieff Wave (also Kondratiev). Nicholas
Kondratieff (1892-1938) was a Russian economist tasked by Stalin to do a study on capitalist business cycles.
What he came up with was the Kondratieff Wave theory. His theory was that capitalist societies have long-
term waves lasting roughly 5060 years. The cycles include boom, recessions, boom and, depressions.
Kondratieff gained worldwide attention. No, not every economist agrees with the theory, nor is it widely
followed. Kondratieff, however, made one mistake. He told Stalin the theory applies to the Soviet Union just as
it does to capitalist societies. His reward was being sent to Siberia where he died in 1938 at the age of 46. His
theory lives on, but as noted, is not necessarily widely accepted.
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Our table below summarizes the Kondratieff Waves since 1784 on a generally-accepted basis. So far, there
have been four long cycles:

First cycle (1784-1844) — 60 years

Second cycle (1844-1896) — 52 years

Third cycle (1896—1949) — 53 years

Fourth cycle (1949-2009) — 60 years
Fifth Cycle 2009-?

Kondratieff Wave 1784-2023

Spring (Expansion) Summer (Recession) Autumn (Plateau) Winter (Depression)
Stocks Commodities Stocks Commodities
1784—-1800 1800—-1816 1816—1835 1835-1844
(American Revolution) (War of 1812) (Era of Good Feelings) (Indian Wars)
1845-1858 1859-1864 1864-1874 1875-1896
(Mexican-American War) (Civil War) (Reconstruction) (Indian Wars)
1896-1907 1907-1920 1920-1929 1929-1949
(Spanish-American War) (Wwi) (Roaring 20s) (Wwil)
1949-1966 1966-1982 1982-2000 20002009
(Korean War) (Vietnam War) (The New Economy) (War on Terror)
2009-2022 2022-?
(Pandemic)

We have noted in the chart above the best-performing asset during each phase of the Kondratieff cycle.
Another way of looking at the Kondratieff Waves is as technology cycles. This hypothesizes that we are
currently working on the sixth Kondratieff Wave. (Chart follows on next page).

The chart is based on the rolling 10-year yield of the S&P 500. Its lows line up nicely with either the summer or
winter Kondratieff Wave in our table. It only goes to 2015, but we have not as yet hit the skids for a low to the
cycle. Note how inventions drove the bull markets. From steam engine, to railways and steel, to electrification
and chemicals, to automobiles and petrochemicals, to information and communication technology, to the
current one of environment technology, nano technology, bio-technology, and Al technology. Just because we
are on the cusp of a huge Al wave doesn’t mean we escape the cycles. Current challenges of war (Ukraine),
climate change, and the end of a long period of expansion and ultra-low interest rates and easy money are
now impacting the market.
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Is it the 6" Kondratieff Wave yet?

4" Kondratieff 5* Kondratief{ 6" Kondratieff
1930.1970 1970.2010 2010-20XX
Automobiles, Information technology. Erva vent
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Source: Alhan: Global Investors 2010 Report —
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Updaoted to Q% 2015 by deconstructingrisk com

Source: www.corporatefinanceinstitute.com, www.alianzgi.com

We also provide a 100-year chart of the Dow Jones Industrials (DJI) on a yearly basis and have marked off the
Kondratieff Waves, as noted in the table. Note the five wave advance from the Great Depression low of 1949.
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Our next chart takes a closer look at the waves since that important top of January/March 2000. That proved
to be the top of wave Ill, noted above. Note how the wave from March 2009 to the top in January 2022
unfolded in five waves. This was an impulse wave to the upside. A key correction came on wave (4) that
included the pandemic crash as the culmination. The B wave was above the top of wave (3), leading many to
believe we were in a new bull market. Since topping in January 2022, the market fell in five waves down (an
impulse wave) that bottomed in October 2022. That is marked as wave (1). We are now on wave (2) up. Could
it end in a melt-up? Absolutely. As our chart of the week notes, the S&P 500 has potential targets up to 4,800
and a top equal to or possibly higher than the top of January 2022.

S&P 500 1999-2023
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In what was considered a surprise move, the Bank of England (BOE) hiked its key bank rate on June 22 to 5%,
an up move of 50 bp. The market hadn’t expected that. Predictably, stock markets wobbled. U.K. inflation was
last at 7.1%, so the reality is that the BOE remains behind the curve. By comparison, the U.S. Fed rate is 5.00%—
5.25% with an inflation rate last reported at 4%. The Fed is already above the rate of inflation. The ECB remains
behind the curve as well, with a bank rate recently raised to 4% but an inflation rate of 6.1%. Still, the BOE hike
started speculation that the Fed will hike at its next two meetings. Canada entered the conversation as well
with speculation that they too could hike rates at their next meeting. Canada’s bank rate (BofC) is currently
4.75% with an inflation rate last at 4.4%.

The U.S. job market remains surprisingly resilient, even as the weekly claims have crept up from roughly
200,000/week to 260,000/week. Retail sales remain okay and not all manufacturing indices are flashing
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negative. That said, today’s economy is service-oriented rather than manufacturing- or agriculture-oriented. A
service economy tends to be somewhat more resilient. There is no sign yet of a recession, even as Germany
has fallen into an official recession, the U.K. is not far behind, and the EU wobbles. The next U.S. jobs report is
not due out until Friday July 7.

Interest rates have been hiked, but while the economy is showing signs of slowing down, there are few signs
that we are poised to fall into a recession. It is clearly possible to have a slowdown and not an official
recession. A black swan event could knock everything off its bearings, but we’ve had no black swan events
since the pandemic of March 2020. While the Russian invasion of Ukraine could be considered a black swan,
the buildup was there, so in some respects it wasn’t a surprise.

The Fed is continuing with quantitative tightening (QT). Our final chart is interesting in that it shows the Fed’s
balance sheet less treasury deposits of Federal Reserve Banks and it is compared with the S&P 500. The Fed’s
balance sheet less deposits peaked back in December 2021 and the stock market peaked in January 2022. This
chart was seen at MarketWatch (www.marketwatch.com), courtesy of Chief Economist Torsten Slok of Apollo

Global Management (www.apollo.com). Before that, both the Fed’s balance sheet less treasury deposits and

the S&P 500 had been rising together. Since then, except for blips, the Fed balance sheet less Treasury General
Account deposits has been falling. All that has coincided with the S&P 500 falling. An upward blip in the Fed'’s
balance sheet less deposits got underway in March 2023, which has coincided with a run-up in the S&P 500.
But now we note that the Fed’s balance sheet less deposits has turned down again. Liquidity is what makes the
markets go up. And, right now, that liquidity appears to be being sucked out once again.

S&P 500 vs. Fed Balance Sheet less Treasury General Account 2020-2023

FRED '.-J.' — Assets: Total Assets: Total Assets: Wednesday Level-Liabilities and Capital: Liabilities: Deposits with F.R. Banks, Other Than Reserve Balances: U.S. Treasury, General Account: Wednesday Level
— S&P 50072000

Wil ofU.S $-Mil. of US. §  Index*2000

Fed Assets Less Treasury General Account - Blue
S&P 500 - Red

2020-05 2020-09 2021-01 2021-05 2021-09 2022-01 2022-05 2022-09 2023-01 2023-05

Shaded areas indicate U_S. recessions. Sources: Board of Governors. S&P DJI fred_stlouisfed.org

Source: www.stlouisfed.org, Also seen at MarketWatch www.marketwatch.com provided by Apollo Global Management www.apollo.com
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The Kondratieff Wave chart shows that the Kondratieff summer can last on average 12.5 years with a range
from 5 to 16 years. Commodities tend to do well during the Kondratieff summer, but the real up-move for
commodities, including gold, could occur at the end of the cycle, not at the beginning. As well, the stock
market in a bear market doesn’t just go down. A down period such as we saw from January 2022 to October
2022 can be followed by a strong up period as we are currently witnessing.

The late 1960s and 1970s are a classic example. During that period, we saw seven bears with losses ranging
from 16.1% to 45.1% and six bulls with gains ranging from 22.3% to 75.7%. Overall, however, the stock market
went nowhere. From the top in 1966 to the final low in 1982, overall, the DJI lost 21.1%, but in between it was
wild ride. On an inflation-adjusted basis, the loss was more dramatic, down 73%. Commodities, however,
soared during the Kondratieff summer, especially oil and gold. Oil was up 1,063% while gold gained 935% in
the same period. The Kondratieff summer is a tricky period with many twists and turns. One just needs to be
standing in the right place at the right time.

The rest of the page is blank
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$SPX SaP 500 Large Cap Index INDX
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We don’t believe we’ve ever seen the S&P 500 (SPX) and the S&P 500 Equal Weight Index (SPXEW) diverge
from each other the way they have for the past three months. Since that March 2023 low, the SPX is up about
15% while the SPXEW is only up about 8%. Doesn’t seem like much, but that decline from the high in January
2022 to the low in October 2022 saw the SPX lose 27.5% while the SPXEW fell 24.1%. Not a lot of difference.
From that October 2022 low, the SPX has gained over 25% while SPXEW is up 17%. In 2023 to date, the SPX is
up over 13% while the SPXEW is up only 2.5%.

The expectation is that, while we would expect the SPX to outperform to both the upside and downside, the

divergence between the two is not usually as wide as we are seeing today. The reason why the SPX is
outperforming is quite simple as effectively eight stocks are dragging the S&P 500 index higher: Meta
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(Facebook), Amazon, Apple, Netflix, Alphabet (Google), Microsoft, Nvidia, and Tesla. Together, they comprise
some 27% of SPX. SPX is a market-weighted cap while SPXEW is an equal-weight index of 0.2% for each stock.
People’s portfolios normally look more like the SPXEW than the SPX, and the result is they would be
considered to be underperforming. Portfolio managers’ weightings in portfolios tend to mimic the SPXEW
more than the SPX. It is believed to attain better balance.

One study had seven of these eight high-tech companies contributing 84% of SPX’s return to June 7, 2023.
Taking these companies out of the equation, the SPX would be up only about 1.9% vs. the 13% the SPX is
actually up. No one, it seems, would be talking about the great new bull market.

None of this precludes the indices from going even higher. That head and shoulders pattern that appeared to
form on the SPX in the latter half of 2022 suggests a possible target of around 4,800. Right back at the highs of
2022. For SPXEW, a similar pattern suggests a target around 7,100. If that’s correct, both have a lot of work to
reach those targets, but it’s not impossible. After all, the market can keep going higher longer than the shorts
can stay solvent.

Irrespective of this, the market has taken notice and the great new bull market is being hailed. We even have
the headline as shown on that front page of Barron’s back on June 12 (see the next page). It appears to be the
new view. These headlines, however, are often associated with tops in the market. However, again, none of
this precludes the market from going higher first. The S&P 500 is up 25% from that October 2022 low;
however, the Dow Jones Industrials (DJI) is up only 18%. Another divergence? The NASDAQ is the best of all, up
34% led by the NY FANG Index up 85%. The reality is, unless one has these high-tech stocks in their portfolio
they are most likely underperforming.

In 1996, former Fed Chairman Alan Greenspan coined the phrase “irrational exuberance” when referring to the
budding stock market bubble. At that time, the NASDAQ was around 1,300. It didn’t top until March 2000 at
over 5,000. Rather than pay attention to the ramblings of the Fed Chairman, the market, it seems, was just
getting underway for real “irrational exuberance.”

Is the 2023 bull just really getting underway? Or is this the classic bear market rally—or, as some even call it, a
“sucker’s rally”? We've seen famous bear market rallies in the past. November 1929-April 1930, March 1938—
November 1938, November 1971-January 1973, September 2001-March 2002, and probably the best and
longest one of all: October 2002—October 2007. Some would even refer to the latter bull as a legitimate bull
market, even though the SPX only went back to the highs of March 2000. But after those bear market rallies
topped, they fell: respectively 86%, 41%, 45%, 32%, and 54% (all for DJI). The trend is up, until it isn’t.
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Barron’s Cover on June 12, 2023

THE SEC’S CRYPTO CRACKDOWN: WHAT'S AHEAD - PAGE 10

BARRON'S

s MARKET

W1EGS

\

”

The bull is back, Why more stocks could join the tech leaders.
PAGES 14, 28

Source: www.barrons.com via Avi Gilbert June 14, 2023 “A New Bull Market Has Begun”
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Markets & Trends
% Gains (Losses) Trends
Close Close Week YTD Daily (Short Weekly Monthly (Long
Dec 31/22 Jun 23, 2023 Term) (Intermediate) Term)
Stock Market Indices
S&P 500 3,839.50 4,348.33 (1.4)% 13.3% up up up
Dow Jones Industrials | 33,147.25 33,727.33 (1.7)% 1.8% up (weak) up up
Dow Jones Transport 13,391.91 14,687.87 (0.7)% 9.7% up up up (weak)
NASDAQ @ 10,466.48 13,492.52 (1.4)% 28.9% up up up (weak)
S&P/TSX Composite | 19,384.92 19,418.23 (2.8)% 0.2% down down (weak) up (weak)
S&P/TSX Venture (CDNX) 570.27 598.74 (2.5)% 5.0% down neutral down
S&P 600 (small) 1,157.53 1,166.32 (3.2)% 0.8% up (weak) neutral neutral
MSCI World 1,977.74 2,140.99 (1.6)% 8.3% neutral up (weak) up (weak)
Bitcoin 16,535.23 30,150.70 18.8% 82.3% up up neutral
Gold Mining Stock Indices
Gold Bugs Index (HUI) 229.75 231.54 (4.8)% 0.8% down neutral down (weak)
TSX Gold Index (TGD) 277.68 274.29 (4.4)% (1.2)% down neutral down (weak)
%
U.S. 10-Year Treasury Bond yield 3.88% 3.74% (0.8)% (3.6)%
Cdn. 10-Year Bond CGB yield 3.29% 3.36% flat 2.1%
Recession Watch Spreads
U.S. 2-year 10-year Treasury (0.55)% (1.01)% (new lows) (6.3)% (83.6)%
spread
Cdn 2-year 10-year CGB spread (0.76)% (1.32)% (new lows) (9.1)% (73.7)%
Currencies
USS Index 103.27 102.54 0.7% (0.7)% neutral down up
Canadian $ 73.92 75.91 (0.1)% 2.7% up up down (weak)
Euro 107.04 108.93 (0.4)% 1.8% neutral up (weak) down (weak)
Swiss Franc 108.15 111.48 (0.3)% 3.1% up (weak) up up
British Pound 120.96 127.17 (0.9)% 5.1% up up neutral
Japanese Yen 76.27 69.566 (1.3)% (8.8)% down down down
Precious Metals
Gold 1,826.20 1,929.60 (2.9)% 5.7% down up (weak) up
Silver 24.04 22.35 (7.4)% (7.0)% down down neutral
Platinum 1,082.90 923.70 (6.4)% (14.7)% down down neutral
Base Metals
Palladium 1,798.00 1,279.00 (9.7)% (28.9)% down down down
Copper 3.81 3.80 (2.2)% (0.2)% up (weak) neutral neutral
Energy
WTI Oil 80.26 69.16 (3.9)% (13.8)% down down neutral
Nat Gas 4.48 2.84 8.0% (36.6)% up down (weak) down

Source: www.stockcharts.com

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.
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Last week’s reversal day did get follow-through this week as the indices fell. For the week it was a sea of red
ink (mostly). The S&P 500 was down 1.4%, the Dow Jones Industrials (DJI) was off more, down 1.7%, the Dow
Jones Transportations (DJT) fell only 0.7%, and the NASDAQ lost 1.4%. The smaller cap indices were hit harder
with the S&P 400 (Mid) down 2.5% and the S&P 600 (Small) off 3.2%. If breadth is to improve, it is these
indices that must lead the way. The NY FANG Index fell 1.1%.

In Canada, the TSX Composite fell 2.8% and is now barely up on the year, only 0.2%. The TSX Venture Exchange
(CDNX) fell 2.5%. In the EU, the London FTSE fell 2.3%, the EuroNext was down 3.0%, the Paris CAC 40 dropped
3.1%, and the German DAX was off 3.2%. Recession in Germany and threatening recessions in the U.K. and the
EU helped push the European indices lower. In Asia, China’s Shanghai Index (SSEC) dropped 2.3%, the Tokyo
Nikkei Dow (TKN) finally fell, off 2.7%, after making fresh 52-week highs, while Hong Kong’s Hang Seng (HSI)
fell 5.7%.
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Is Bitcoin the new gold? Hardly, as regulators are scouring the crypto market. However, Bitcoin leaped 18.8%
this past week and was the only real winner on a week that saw mostly red ink. Bitcoin is now back over
$30,000.

This is just a developing story, but there was a potential coup going on in Russia. As of the moment it appears
to have gone nowhere. Irrespective, if a coup happened in Russia it could shake markets globally.

While Europe is stressed by war and Germany has fallen into recession, the U.S. economy continues to hum
along. Recession, what recession? Some are now expecting only a shallow recession or no recession at all.
There remain lots of job openings and the job market has been strong. The FAANGs have shed some 50,000
people and their stocks have gone higher. The manufacturing sector is weaker, but the U.S. is largely a services
economy and that remains strong. There are problems in the commercial real estate market, but no major
bankruptcies. Housing prices have stabilized and have started to rise again. The SPDR S&P home builders ETF
(XHB) is up some 28% so far in 2023. That is happening in Canada as well. The markets fell this past week, but
it’s only one week. The yield curve is horribly inverted at record levels, but we have no sign of a recession.
Consumer confidence is also at or near lows seen in 2008 during the Great Recession and the early 1980s
recession. That said, the consumer keeps on buying as retail sales remain good, fuelled by a rise in consumer
debt. Al is a coming big thing and the biggest worry is whether Al could take over humans.

The biggest problem we see is the huge divergence between the S&P 500 and NASDAQ with other indices.
They power higher but the others lag. We noted that in our chart of the week. The momentum indicator we
keep showing on the S&P 500 finally broke out, suggesting this market could go higher still. Unless it’s a false
breakout. The RSI has come down off its overbought levels and the momentum indicator is threatening to turn
back down.

Support is down to 4,300 but if that breaks, then we begin to confirm at least a temporary top. We don’t have
any major breakdown unless we fall under 4,100 and especially under 3,900. As we noted in our chart of the
week, we have potential targets for the S&P 500 up to 4,800. That would equal the high seen last January 2022
if achieved. Trends remain up. The DJI has been the weakest index, up only 1.8% in 2023 vs. 13.3% for the S&P
500.
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The NASDAQ wavered this past week, falling 1.4%. That reversal seen late last week did get downside follow-
through this week. The NASDAQ did better than the other indices, primarily because some of the FAANGs
continued to do well and even made new highs once again. Making new highs were Meta, Apple, and, Amazon.
Nvidia and Tesla. However, both Tesla and Nvidia reversed and closed down on the week, with Nvidia losing
1.1% and Tesla down 1.6%. The NY FANG Index was down 1.2%. The big FAANG losers were Alibaba, down
7.8% and Advanced Micro, down 8.4%. The NASDAQ has good support down to 13,000, but below that a top
may be in. Next good support is down at 12,400. Unless we are getting a spike top in the NASDAQ, we see no
topping pattern. Ergo, why those support levels are important if they were to fall. There were no significant
divergences at the recent top for indicators, suggesting that this is just a pullback and not a major top. The
FAANGSs continue to do well and there still could be a melt-up.
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Here are the Russell 2000 ETF and the Dow Jones Industrials (DJI). Small cap vs. large cap. The picture is very
similar. Both have struggled to rise in 2023, unlike the tech-heavy NASDAQ and S&P 500. The Russell 2000 is up
4.2% so far in 2023 vs. the DJI up 1.8%. That’s not too unlike the TSX Composite, up 0.2%, vs. the TSX Venture
Exchange (CDNX), up 5.0%. The TSX 60, which is the TSX’s large cap index, is barely up, by our calculation
0.01%. Hard to believe but, yes, the TSX 60 is underperforming the broader TSX Composite. Regardless, all this
shows the lack of breadth in the market. The S&P 500 is up 13.3% while the NASDAQ is up 28.9%. Somebody

forgot to tell these other indices. Or maybe they just don’t have Nvidia, Tesla, and Meta in their index. Answer:

they don’t.
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Is the TSX breaking down? The TSX this past week broke the uptrend line from the October lows and also broke
the most recent daily low at 19,522. The only good news is that with the RSI now at 30 it is approaching
oversold. The TSX has been underperforming the U.S. indices. On the week, the TSX fell 2.8% and is now
clinging to a small 0.2% gain in 2023. The TSX Venture Exchange (CDNX) also fell down 2.5% but remains up
about 5.0% on the year. It was a miserable week all around as not one TSX sub-index had an up week. All
down. The biggest loser was Metals & Mining (TGM), down 5.1%. Other losers over 4% were Golds (TGD),
down 4.4%, and Materials (TMT), down 4.5%. The largest component, Financials (TFS) fell 3.5% while the
second largest component, Energy (TEN) was off 3.6%. Definitely a miserable week. Next up for the TSX is the
March low around 19,155. We are under the 200-day MA, another sell signal. The golden cross hasn’t
happened yet, but the 50-day is threatening to cross the 100-day. Resistance is now going to be seen at 19,700
and 19,900, the 200-day MA. A buy signal would be seen only if we regained back above 20,000. The chart
appears quite negative and a possible double top could project down to 17,500 a further drop of 10%. Interest
rate sectors such as Financials (TFS), Real Estate (TRE), Telecommunications (TTS), Utilities (TUT), and Income
Trusts (TCM) look particularly vulnerable. Consumer Discretionary (TCD) had a big down week, off 3.2% after
making new highs the previous week. Not a good sign. If there was a winner this past week, it's Consumer
Staples (TCS), which fell only 0.5%. Nothing looks particularly good right now, although Energy (TEN) keeps
appearing to form a low.
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Despite interest rates hikes by the BOE and the ECB, U.S. bond rates were steady this past week. The 10-year
U.S. treasury fell slightly to 3.74% from 3.77%. The Canadian 10-year Government Bond (CGB) was unchanged
at 3.36%. But what widened was the 2—10 spread and 3-month—10-year spread. The U.S. 2—-10 spread widened
to 101 bp from 95 bp while the 3m-10 spread rose to 167 bp from 157 bp. The reason the spreads widened
was Fed Chair’s oblique reference to potentially two more rate hikes. The result was that short rates rose while
the longer rates slipped slightly, based on recession concerns. In Canada, the 2—10 spread widened to 132 bp
from 121 bp. There were hints that the BofC might hike rates further as well.

There were not a lot of numbers this past week. However, housing numbers continued to strengthen as
building permits, existing home sales, and housing starts all came in stronger than expected. The only down
note was the weekly claims that came in at 264,000 when they expected 260,000. Not a barn burner, for sure.
The manufacturing PMI came in at 46.3, below the expected 48.5, but the services PMI was 54.1, slightly
better than the expected 54. Manufacturing is weakening and suggesting recession. A reading under 50 is
considered recessionary. The U.S. economy is primarily a services economy and that continues to show
strength. This coming week we get home prices and new home sales. On Thursday, Fed Chair Jerome Powell
speaks again. Friday could be the big day with the GDP Q1 final. The market is expecting a dip to 1.4% from the
previous 2.6%. Canada reports its inflation numbers on Tuesday.
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We still have in place a potential descending triangle for the 10-year. A break of 3.35% could start a decline.
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The USS Index rebounded this past week with a gain of 0.7%. Currencies fell. The euro was down 0.4%, the
Swiss franc fell 0.3%, the pound sterling was off 0.9%, while the Japanese yen continued its decent, falling
1.3%. The Canadian dollar was almost steady, down only 0.1%. There is nothing conclusive about this week’s
rebound. The breakout point is at 103.50 while major support can be seen down to 100. The recent high at
104.61 appears to be a good top. If this is, as we suspect, an ABC-type correction, it is what we call a failed C
wave, so far at least. It is possible that this is an ABCDE correction and this is the D wave with an E wave to
come that could still pull the USS Index up to the 200-day MA near 105. The U.S. dollar is benefitting
somewhat by the U.S.’s stronger economy, compared to the EU, the UK, and Japan. Trouble in Russia could
also spark a run to safety in the U.S. dollar. New lows below 101.50 would allow the recent decline to resume
heading towards 100.

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

19 of 29


http://www.stockcharts.com/

ENRICHED

INVESTING INCORPORATETD

$GOLD old - Continuous Cortract (EODY CME

®StockChartsgom
23-Jun-2023 Open 1523.50 High 1942.00 Low 1212.50 Close 192060 Volume 17.40 Chg +5.00.#37%)
W EGOLD (Daily) 1929,60 C7 208540 aee®" 2100
—MA[E0] 199050 5063.40] Lam®® ol
—MA[100] 1951,82 bt L 2075

—Ma(200) 185546
—EMA[165) 1913.59

2050
Walure 17,359,700

2025
Tl
1900.50
1975
195182

1525
1200
1775
1750
.
by 1725
4
35M
30M
25M
20M, A
15mt] o
10mt -

1700
1675

il g e, o il i itk e N A o o o oot (ot L R el ol i, o i L 1735070
RS T T Lk T HTH bR I WL | HIHTHIR HIH R b i HI L

. 1625

)

5 .-..'15;22.20 o 161820 1600
27 Jul 11 13 25 Augs 15 22N Sep 12 19 26'Oet 10 1723 Hov? 4 21 Dee 12 1 2023 1723 Feb 13 21 Mar 13 20 27 Aprio 17 2aMay 2 15 22 Jun 12 20
MREI(14) 37.42 T “'-.."

ao

.........

" AV v | WAL R i
ﬁ _______ o \W \ _____ - R\;\}’_\,—\(/_ ........................... e ;ﬁ ) ................... \(\;:\J_r‘\_’\ﬁv_\;
) e -

Z7rJul 11 12 25 Aug s 15 22 Sep 12 19 26 Oct10 17 24 Howy 14 21 Dec 1Z 19 2023 1722 Feb 13 21 Mar 12 20 27 Apno 17 z4May 2 15 22 Jun 12 20

Source: www.stockcharts.com

Gold took it on the chin this past week, falling 2.1%. Silver was whipped, losing 7.4%. Platinum didn’t fare
much better, down 6.4%. Meanwhile, palladium was killed, off 9.7%, while copper dropped as well, down
2.2%. The gold stock indices fell as well with the Gold Bugs Index (HUI) down 4.8% and the TSX Gold Index
(TGD) off 4.4%. Not a pleasant week for the PMs.

One could blame it on the rise in the USS Index. But it was up only 0.7%. Fear of higher interest rates didn’t
help as the BOE hiked 50 bp and needs more hikes just to catch up to inflation. Others raised rates as well in
Switzerland, Norway, and Turkey. Powell talked obliquely about two more rate hikes. Gold does not like higher
interest rates. At least gold is still up on the year by 5.7%. Silver is down 7% and platinum is down 14.7%.

Palladium is getting killed to offset the great up move last year, down 28.9%, while copper is off only 0.2% in
2023.

Some manufacturing indices continue to weaken, but then the U.S. economy is largely a service-oriented

economy. GDP for Q2 is running around 2%. Recession? What recession? GDP numbers are reported later this
coming week. The market is focused on Al stocks, not gold and gold stocks. Talks of digital currencies abound.
Who needs gold when you have blips on the screen? They could even make them a gold colour. The only hope

is the severely inverted yield curve that continues to point to a recession. But will it be just a shallow one?
Some even believe there won’t be a recession.
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On a positive note, we picked up a report from Ted Butler of Butler Research (www.butlerresearch.com). Ted
Butler is a well-known PM commentator. Butler outlined that the recent reports from the Office of Comptroller
of the Currency (OCC) noted that PM derivative positions with JP Morgan Chase and Bank of America have
soared. Are they expecting something? The full report can be found at https://silverseek.com/article/another-
stunning-occ-report-1.

The commercial COT for gold was steady last week, so the best we can interpret that is the COT is neutral. Gold
hit a low of $1,920 for August futures this past week. The swing down target for gold appears to be $1,875.
Will we get there? That’s the bottom of that downward-sloping channel. The 200-day MA is down at $1,855,
providing another layer of long-term support. The short-term trend has turned down and the intermediate
trend is weak. The long-term trend remains up.

A rebound could occur this coming week. Who knows at this point in time of writing what the possible coup,
non-coup attempt in Russia might bring? Geopolitical trouble can often be positive for gold. The reality is we
need to regain and break out above $2,000 to suggest that a low is in. Talk of a big bull run in gold is just talk
by the gold bugs who always talk positively. We need evidence and only new highs above $2,100 might give us
that. We continue to look for evidence of our 7.83-year and 23.5-year cycle lows. We are not convinced they
are in. However, we expect them by the end of the year.

Given the current oversold conditions in the PM market and rising bearish sentiment we are looking for a
temporary low either this coming week or the first week of July. It could then be the start of a summer
rebound. Then we expect more trouble in the fall.
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The commercial COT (bullion companies and banks) was unchanged this past week. Long open interest did rise
roughly 1,000 contracts while short open interest was also up just over 1,000 contracts. So, it evened out. The
large speculators COT (hedge funds, managed futures, etc.) rose slightly to 78% as they added roughly 2,000
longs while the shorts fell about 1,000 contracts. Overall, open interest was up over 7,000 contracts. This
week’s numbers do not include the last three days, so next week’s will be interesting. It's not an overwhelming
COT for either bulls or bears.
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Silver was hit hard this past, week falling 7.4%. An ugly week, for sure. Silver has fallen to potential support at
the 200-day MA near $22.40. That uptrend line from the September low also looks like a potential target and is
down near $21.50. What the silver bugs don’t want is to break that line at $21.50 and then break the March
low of $19.94. That in turn could set up a test of the September low at $17.40. Despite the fall from that peak
at $26.43, the RSl is still above 30. So, technically at least, we are not quite oversold, yet. The commercial COT
(noted next) is mildly bullish, so that could help a rebound this coming week. But that downtrend line is at $24
and we need to break above that level to suggest a low is in place. We are now down around 15.5% from that
May high. Silver has turned negative for the year, off 7.0%. The swing down target from that rebound in May
that took us from $22.78 to $24.62 has a potential target of just under $21. Hence, that’s why that $21.50
support line is important. The daily trend is down and the weekly trend has also turned down. Only the
monthly trend is hanging in and it’s neutral. All this is concerning, particularly given stories that suggest there
are growing silver shortages. And then there is the OCC report we noted under gold that suggests a buildup in
over-the counter derivatives in gold and silver by two banking behemoths. Something is building, but we are
not there yet.
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The silver commercial COT improved slightly to 36% this past week from 35%. Long open interest rose roughly
3,000 contracts while short open interest also rose but only by about 1,000 contracts. The large speculators
COT fell to 62% from 64% as they shed almost 3,000 longs and added about 1,000 shorts. Open interest was
down about 1,000 contracts. The silver COT is mildly bullish.
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Misery is the gold stocks. Not only did they fall again, but they have now broken under 200-day MA. No, we
don’t have a death cross yet. The decline this past week to the 270 level leaves it just above that March low of
260. If that falls, there is at least trendline support near 250. This past week, thanks to a down week for gold
and silver, the TSX Gold Index (TGD) fell 4.4% while the Gold Bugs Index (HUI) dropped 4.8%. The TGD is now
down on the year by 1.2% while the HUI clings to gains up 0.8%. A far cry from the May high. We are now
down 20.5% from the May high, an official bear market for the gold stocks. We are also oversold as witnessed
by the RSI, which was down to 27. The good news is just a rebound above 280 would break that steep
downtrend line. The reality is, however, is that we won’t breathe easily until we regain above 305. June is a
weak month for gold and gold stocks and, so far, it is proving that in spades. And we can’t even call a bottom
yet. We did, however, like the action on Thursday when we made new lows for the current move reversed and
closed barely off the previous day’s close. New lows under 270 could set up a drop to 260, but a breakout over
280 could set up at least an up move to 290. Sentiment, as measured by the Gold Miners Bullish Percent Index
(BPGDM), is actually quite neutral, currently at about 43. In March it fell below 30 and last year, in the
September/October lows, the BPGDM fell to 3.5, giving us huge buy signals. In theory, this could either turn
around or fall further.

If the gold stocks have been miserable the junior gold and metals mining dominated TSX Venture Exchange
(CDNX) is also miserable having fallen under 600. The low seen last December 2022 at 555 now looms. We are
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down 54% from that top seen in February 2021. Many junior gold and metal stocks are down that and more
from their highs as well. Companies report good results and the stock falls. The good news is that companies
are having little problem in raising funds and insider buying continues. Accumulation is underway but saying
that doesn’t rule out even lower prices first. For those, however, who wish to speculate now is an excellent
time to be accumulating those stocks.
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Just as it looks as if oil prices might rise, they get smashed down again. If it isn’t decreased demand, it’s fear of
recession or the latest fear of higher interest rates that might trigger a recession. The latter seems to be one of
the reasons oil prices turned tail this past week. The BOE hiked an unexpected 50 bp and we had Powell and
others talking about more interest rate hikes—obliquely, of course, as they will never come right out and say
they are going to raise rates further. Nonetheless, oil prices dipped on that very fear following the rate hike
and realizing that the U.K. is on the verge of a recession and possibly the EU as well. What will the ECB do? Like
the U.K., it is well behind the inflation curve and needs to catch up.
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On the week, WTI oil lost almost $3, falling 3.9%. Brent crude fell only 1.6%. Natural gas (NG) at the Henry Hub
jumped about 8%, but NG at the Dutch Hub fell 7%. At $2.84, NG is getting closer to our possible $3 breakout.
That would be helpful, but that downtrend line comes in currently around $4 so NG would really have to break
that level to go higher. The energy indices weren’t enthused about the fall in oil prices as the ARCA Oil & Gas
Index fell 3.3% while the TSX Energy Index (TEN) was down 3.6%. A miserable week all around. Okay, except
for NG at the Henry Hub.

All that leaves oil exactly where it has been for the past several weeks, in a trading range between roughly $65
and $75. The oil downtrend line comes in around $77, which is slightly above the $75 trading range level. To be
safe, oil needs to break above $78 and not fall under $65, and definitely not under $63.

Could the noise emanating from Russia about a possible coup have an impact on oil prices? That is difficult to
say at this point as the events are in the process of unfolding and the coup appears to be over as fast as it
began. It’s safe to say, however, that oil prices need a catalyst of some sort to jump them higher. The trouble
is, it is fighting the seasonals that have moved into the weak part of the year when we don’t normally expect a
big jump in oil prices. However, the bottom formation is compelling. It needs a spark to break out. The floor
appears solid. Besides, the Saudis and others (Russia?) won’t allow prices to fall much. It’s not in their interest.

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.
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