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Risk impact, cycle position, golden haven, commodities rise, curve steepens, sensitives underperform

Risk. In markets we face it constantly. Trying to figure out what the risks are and where we are in the cycle is
the hard part. This week we attempt to lay them out using a template from The Economist. Risks abound. War,
sharply rising interest rates, political dysfunction, extreme weather they appear to be at the forefront. And
what are the impacts on markets and where are we in the cycle?

Possibly not surprising but gold has been the best performing major asset this century. Gold is also the subject
of our chart of the week (page 11). Gold, a long-time safe haven in times of economic stress and political
dysfunction.

Markets were universally down this past week. Except for gold and some commodities. War is a disrupter and
is playing a significant role in why commodity prices have been rising. We are seeing that in rising oil prices,
rising uranium prices, rising gold prices and more.

Interest rates are rising at the long-end of the curve and that is narrowing our interest rate spreads as the
closely watched 2-10 spread is at its narrowest in some time. That seems to suggest that a recession is getting
closer. Sharply rising interest rates at the long-end has a negative impact on debt of all stripes particularly real
estate. We note that the worst performers of late on the TSX have been interest sensitive sectors such as
income trusts, real estate, financials, utilities, telecommunications. At the other end the best performers have
been golds, metals, materials and energy. Parex Resources, for example, the largest independent oil and gas
company in Colombia, reported increased quarterly production, has a debt-free balance sheet, declared a
dividend, and is held in the Canadian Conservative Growth Strategy.* Information technology, the previous big
winner appears to be losing its lustre.

Feedback suggests that we are being a bit gloomy. But knowing what the risks are allows us to work out a
strategy to hopefully allow us to lessen the impact on our portfolios and our savings. So as we say - 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
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“It is a sobering fact that the prominence of central banks in this century has coincided with a general
tendency towards more inflation, not less. [I]f the overriding objective is price stability, we did better with
the nineteenth-century gold standard and passive central banks, with currency boards, or even with ‘free
banking.” The truly unique power of a central bank, after all, is the power to create money, and ultimately

the power to create is the power to destroy.”
—Paul Volcker, American economist, 12" Chairman of the Federal Reserve 1979-1987, President Federal
Reserve of New York 1975-1979, Chair of Economic Recovery Advisory Board 2009-2011; 1927-2019

“Gold, unlike all other commodities, is a currency...and the major thrust in the demand for gold is not for
jewelry. It’s not for anything other than an escape from what is perceived to be a fiat money system, paper
money, that seems to be deteriorating.”

—Alan Greenspan, American economist, 13" Chairman of the Federal Reserve 1987—2006, Consulting firm
Greenspan and Associates, 10 Chairman of Council of Economic Advisors 1974-1977; b. 1926

“Everything has its limit—iron ore cannot be educated into gold.”
—Mark Twain, pen name of Samuel Langhorne Clemens, American writer, humourist, entrepreneur,
publisher, lecturer, praised as “greatest humourist the United States every produced,” author of
Adventures of Tom Sawyer (1876), Adventures of Huckleberry Finn (1884), many more; 1835-1910

Risk: a situation involving exposure to danger

We spent a good portion of our career sitting on the dealer desks of large financial institutions. Following that
we made a career change and spent the latter part as a financial advisor/analyst. Our purpose in starting The
Technical Scoop, which has been ongoing since around 1996, was to look at markets the way we did working
for the large financial institutions where our job was primarily as risk managers.

Portfolios, whether they be stocks, bonds, derivatives, money market, precious metals, or foreign exchange,
face numerous risks. The Economic Intelligence Unit (EIU) of The Economist breaks down global risks into four
main categories: political, military, economic, and environmental. Many of these risks are easily identifiable.
We summarize below the EIU thoughts, plus a few of our own following on the next page:
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e Political: shifting foreign policy that strains alliances and opens up new sources of conflict; the rise of
Al with the use of doctored and fake videos that could undermine trust in political institutions; political
polarization, which includes ideological divides (i.e., culture wars, climate change, political parties,
science—for example, vaccines), that threaten to upset balance and social cohesion in many countries;
rising commodity prices, supply chain disruptions, high prices due to global inflation, currency
weakness resulting in lagging wages and leading to strikes

e  Military: Russia/Ukraine war, which is a great power struggle between U.S./Russia; China/Taiwan
which is a great power struggle between U.S./China; Israel/Hamas war that could escalate quickly into
a broader regional war, encompassing the great powers U.S./Russia/China; numerous smaller conflicts
where the combatants are supported by either of the U.S./Russia/China; Iran, North Korea; rising risk
of global war—i.e., World War Il

e Economic: persistent high inflation, leading to high interest rates that could trigger rising
unemployment and a global recession; increased controls from the state; subsidies, particularly in
greening through electrification that could lead to increased trade wars; sanctions that have a negative
impact, similar to trade wars and leading to increased efforts to avoid sanctions, along with many
countries ignoring sanctions

e Environmental: increase in extreme weather events such as heat, floods, hurricanes, fires, drought,
blizzards, extreme storms, and landslides that lead to increased deaths, increased costs, rising prices,
and supply disruptions, often exacerbated by a lack of preparation

Global conflict, along with climate change, lack of economic opportunities, and political polarization has
sparked a huge migration of refugees fleeing not just war but famine, disease, and disruption of services. The
movement is from south to north. That in turn causes problems for the northern economies of the EU and the
U.S. where migrants are not necessarily welcomed by all.

The question is, what does all this mean for the stock market, interest rates, gold, oil, and currencies? Any one
of or all of these risks could have a negative—or positive—impact on markets.

In last week’s Technical Scoop (October 16, 2023), we covered the oil markets. Gold is covered in this week’s
Chart of the Week. The stock market faces huge risks. Interest rates are at their highest since the Great
Recession of 2007-2009, while investor confidence, which was very high going into the high of January 2022,
has fallen. Business and consumer confidence is trending at its lowest levels since the Great Recession and the
steep recession of 1980-1982. Wars are raising the level of risk as to what they might mean for supply chains,
prices, and the ability to spread into other areas. Climate disasters are more frequent, widespread, and severe.
The costs in terms of displacement, destruction, and death are rising.

Below is a chart of the Dow Jones Industrials (DJI) from 2005 to the present. We have labelled the Elliott
Waves based on those from Elliott Wave International (www.elliottwave.com). In Elliott Wave terms, advances
are in five waves and corrections come in three waves (sometimes five, but as a consolidation or a zig-zag
rather than a trend). Our chart of the DJI from the important DJI low in March 2009 shows how it rose in five
waves to the peak in January 2022. We know it was the peak because the subsequent decline in 2022 took out
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a previous high seen in 2020 before the pandemic crash of March 2020. The DJI also fell over 22% into bear
market territory. Other indices were down more; the NADAQ fell 38%. The subsequent recovery is our 2 wave
or possibly a B wave to the upside. That wave may or may not make new highs but so far, we remain well short
of the January 2022 highs. It is not unusual for B waves or a 2 wave to make new highs before falling sharply
once again.

For the DJI, a breakdown under 31,400 and especially under 31,000 could signal we have begun the 3™ wave or
C wave down that could take us to new lows below October 2022. Since it not as yet confirmed we are
embarking on the down wave, new highs above 35,700 could keep this current rally alive.

Dow Jones Industrials 2005-2023
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Second, we are witnessing a shift from small cap stocks, as represented below by the S&P 600, to large cap
stocks as represented by the S&P 500. As the chart shows, except for some interruptions during the period of
the financial crisis, small cap stocks have mostly been in favour since 2000. The pandemic changed that as the
rush was out of small caps into large caps.

Following the central banks’ decision to flood the markets with liquidity (quantitative easing or QE) and lower
interest rates to unheard-of levels near or even below zero, small caps came into favour again. But
interestingly, the ratio never made new lows, even as the S&P 500 and the S&P 600 soared to new all-time
highs. The S&P 600 made its all-time high in November 2021 but made a much lower high in January 2022
when the S&P 500 made its all-time high. Now the ratio is rising once again in favour of large cap stocks over
small cap stocks. The same phenomenon is occurring in the Canadian markets between the TSX Composite and
the TSX Venture Exchange (CDNX).
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Surprisingly, investor sentiment remains high as measured by the Daily Sentiment Indicator and as we show
below a chart of investor credit, including margin debt and the market, courtesy of Advisor Perspectives.
While off the highs, it remains at levels high enough to suggest that it has further to fall. It is down from the
highs seen in October 2021 before the market tops in November 2021 and January 2022. However, it is
nowhere near the lows seen during the pandemic. During the 2008 financial crisis and the prior dot.com crash,
investor credit actually went positive.

S&P 500/S&P 600 Ratio 1998-2023
Large Cap vs. Small Cap
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On the economic front, things remain good in the U.S. Retail sales, weekly jobless claims, industrial production,
building permits, and existing home sales all came in better than expected this past week. Housing starts were
off. GDP growth rate for Q3 is now estimated to be 4%. That estimate, if correct, would leave other economies
in the dust, including the EU, UK, and Japan. High growth rates are left for the second tier of countries that
include India. That other parts of the world are not doing so well is not a surprise.

The EU is too close to and entangled in the Russia/Ukraine war, the U.K. has been in decline for some time, and
Japan is perpetually an underperformer. China, the world’s second-largest economy, is burdened by the
ongoing collapse in the real estate sector led by Evergrande and Country Garden, the two largest real estate
companies. Both are bankrupt. Both have a global reach. China is held up through government support as they
try and push for a more consumer oriented society, services rather than manufacturing, plus the ongoing shift
to urban from rural.
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The Israeli economy is potentially poised to reel in their war with Hamas. To fill reservists’ positions, almost
400,000 men and women have been pulled out of the economy to serve in the military. Many are the
backbone of its economy, including Israel’s valued high-tech industry. It includes IT-specialists, teachers,
accountants, and more. Ultra-Orthodox men are excused for religious reasons, even as they make up a
significant portion of the population. Israel has strong foreign reserves and receives aid, particularly from the
U.S. The Tel Aviv stock exchange has fallen into bear territory.

Investment is fleeing. The shekel has been falling. Development of a natural gas field and hub has been put on
hold. However, the economy had been stumbling since the election of the Netanyahu government and its
attempts to overthrow the judiciary, sparking huge protests. They are also under review for a possible credit
rating downgrade. As to the Palestinians? They are on life support, their economy is a basket case, they are a
failed state.

“WettaFi Advisor Perspectives advisorperspectives.com
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Bonds are starting to fall in a serious price decline (yields rise as prices move inversely to yields). The U.S. 10-
year treasury note is in a bear market, having fallen some 25% from its highs in July 2020 during the COVID

pandemic.

The chart below shows the U.S. 10-year treasury note. For a more dramatic picture of the bond bear, we note
that the 30-year treasury bond has fallen 41% since its 2020 peak. This almost equals the price drop from 1977
to 1981 when the 30-year dropped 43%, marking one of the biggest bond bears ever. The current drop far
surpasses bond bears in 1984 (down 25%), 1987 (down 24%), 1994 (down 25%), 2000 (down 22%), and 2018
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(down 23%). Recent bond auctions have been messy, with buyers disappearing.

Included amongst the bond buyers no longer buying are the Fed, China, and Japan. The Fed is not buying
because it has been conducting quantitative tightening (QT). Buying would send the message that QT is over.
The Fed is allowing bonds to roll off as opposed to selling them outright. China, previously a big buyer, is not
buying because of the ongoing conflicts with the U.S. over Taiwan and trade. Japan has a sinking Japanese yen
to deal with. Slack has been picked up by some other central banks, notably the Bank of Canada, but also by
intragovernmental agencies such as Fannie Mae and Freddie Mac. The result is that dealers are becoming
stuck with an increasing number of bonds and they are having trouble selling them to their host of buyers,
such as pension funds, mutual funds, and private equity funds. Previously dealers took down roughly 10/11%
of the auction. Now it is up to 18% or more. That puts pressure on their inventories that need constant
financing.

US 10-Year Treasury Note (price) 2004-2023
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The U.S. 10-year note is rapidly approaching 5% while the 20-year bond and the 30-year bond now exceed 5%.
That helps push up mortgage rates, which are now up to around 8%. In turn, that puts pressure on home
buyers who need to remortgage. So far, the U.S. is not experiencing much weakening in economic numbers.
There have been layoffs announced at some institutions, but we won’t see the impact until at least next month
or December. Fed Chair Jerome Powell recent remarks indicated while there still might be a need for higher
interest rates, he was less hawkish then in previous talks. Irrespective, the bond auctions have recently been
poorly received. But stronger than expected economic numbers and inflation coming down reluctantly means
that interest rates are likely to stay high for longer than many would like.
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As to the USS Index, it remains high but still well down from the high of October 2022. The USS Index has been
in a long downward trend since its peak in February 1985. The USS Index has been in a long-term downtrend
since the former U.S. president Richard Nixon took the world off the gold standard in August 1971. Our chart
on the next page shows the long-term deterioration in the USS Index.

The result is that the purchasing power of the U.S. dollar has only fallen. Our favourite comparison is: what
does it take to purchase an ounce of gold? Today, USS$1,000 will only buy you roughly 0.50 ounces of gold. Back
in 1971 before the gold standard ended, US$1,000 would get you 28.5 ounces of gold. Today, you'd need
$57,000 to purchase that 28.5 ounces of gold. That’s inflation and huge loss of purchasing power.
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During our 50 years in markets, we’ve been through a number of ups and downs: the inflationary 1970s,
Watergate, the Arab oil embargo, the Iranian hostage crisis, the 1987 stock market crash, the invasion of Iraq
(twice), the high-tech/dot.com bubble and bust, 9/11, housing bubbles 2004-2007 and again 2020-2022, the
2008 financial crisis, the pandemic, the stock market bubble after the pandemic, and now the Russia/Ukraine
war and the Israel/Hamas war that could threaten to expand and destabilize the world. We’ve been through
eight recessions. But throughout it all, markets kept going higher, despite the sideways markets of 1966—-1982
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and the bear markets of 2000-2009. Gold went through two bubbles: first into 1980, then again in 2011. Both
were followed by a huge crash. Qil prices are heavily influenced by conflicts.

Risks abound and the current situation is as bad as any we have seen during our fifty years. In times of trouble,
that’s when investors should be raising cash and buying gold. Equities and bonds should continue to be poor
or, at best, mediocre performers.

If there is one constant, it is risk. But today risk is rising. Our final chart is one of price performance for selected
assets since 2000. Gold has been the big winner and should continue to be.
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Chart on next page
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Price Performance Selected Assets Gold, S&P 500, TSX, 10-year US, Oil 2000-2023
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Chart of the Week

Gold Weekly 2018-2023
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Gold, we believe, is getting ready for a multi-year breakout. The weekly chart above dating from an important
low in 2018 shows a steady rising trendline. Now we are caught between the rising trendline and a fairly flat
top pattern with important highs in August 2020 at $2,089, March 2022 at $2,078, and May 2023 at $2,085.
What we appear to have is an ascending triangle, although admittedly not a classic one. What we do have is a
long period of consolidation that was preceded by a sharp rise from the low in 2018 at $1,618 to the August
2020 top at $2,089. That has been followed by the consolidation with two more tops, roughly at the same
price. That part is a classic ascending triangle.

The bottoms should be rising, but, instead, we got what appears to be a false breakdown in
September/October 2022. The rebound took us right back into the consolidation pattern. In early October
2023, we appeared to be breaking down once again, but the upward sloping trendline held. Now we are rising
once again, even as we have more work to do to make new all-time highs above $2,100. Measuring
implications for the pattern suggests that gold could go as high as $2,500. Other measurements suggest up to
$2,600. As we have noted previously, we need to get over $2,025 to suggest that the new highs above $2,100
are possible.

Gold has been making new highs in some other currencies. In major currencies, gold has recently made new
all-time highs in Japanese yen and Australian dollars. These are the leaders. Others, such as the euro, the
pound, the Swiss franc, and the Canadian dollar are not far behind. It seems now that gold in U.S dollars may
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also not be far behind. Could this fail? Yes. But we believe we’d need to break down under $1,800 to suggest
that.

What is interesting is, as we have noted before, we have been looking for the 7.83-year cycle low last seen in
December 2015 at $1,045, as well as the 23.5-year cycle low last seen with a double bottom in July 1999 and
again in April 2001 at $251 and $255. But the last low before gold took off to the August 2020 high was seen in
August 2018. What all that implies is that our low is now going to much higher than where it was in 2018 at
$1,167. That leaves only the breakdown low at $1,618 seen in November 2022. That low is within the orb for
the 7.83-year cycle which was due 2022-2024. For the 23.5-year cycle low the orb also goes from 2022-2025
although arguably it could be wider 2018-2028. All this appears to suggest that we have already seen our low
in early November 2022. Confirmation comes with a move above $2,100.

Triple tops are extremely rare. And the forming ascending triangle suggests that we should break out to the
upside.

As to gold miners and silver, both appear to be also moving higher. Gold miners, as we have noted, remain
undervalued and under-owned. Doug Casey, founder and chairman of Casey Research, who has often written
on gold says buying gold stocks is like trying to force the water behind the Hoover Dam through a garden hose.
As for silver, is has also lagged considerably and, even as gold was making new highs, silver was nowhere near
its all-time highs. The gold/silver ratio remains at very high levels as it is forming what appears to be a large
top, meaning going forward silver prices should lead gold. Gold, unlike stocks, bonds, and even gold miners,
has no liability. No wonder it has been around for thousands of years as a store of wealth and money.
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Markets & Trends
% Gains (Losses) Trends
Close Close Week YTD Daily (Short Weekly Monthly (Long
Dec 31/22 Oct 20, 2023 Term) (Intermediate) Term)
Stock Market Indices
S&P 500 3,839.50 4,224.16 (2.4)% 10.0% down neutral up
Dow Jones Industrials | 33,147.25 33,127.28 (1.6)% (0.6)% down down (weak) up
Dow Jones Transport 13,391.91 14,450.41 (1.7)% 7.9% down neutral up
NASDAQ. | 10,466.48 12,983.81 (3.2)% 24.1% down up (weak) up
S&P/TSX Composite | 19,384.92 19,115.64 (1.8)% (1.4)% down down neutral
S&P/TSX Venture (CDNX) 570.27 520.74 (1.6)% (8.7)% down down down
S&P 600 (small) 1,157.53 1,093.47 (1.7)% (5.5)% down down down
MSCI World 1,977.74 1,996.81 (2.9)% 1.0% down down down (weak)
Bitcoin 16,531.31 29,576.50 9.9% 78.9% up up neutral
Gold Mining Stock Indices
Gold Bugs Index (HUI) 229.75 228.65 2.3% (0.5)% up down (weak) down
TSX Gold Index (TGD) 277.68 281.19 2.5% 1.3% up down (weak) down
%
U.S. 10-Year Treasury Bond yield 3.88% 4.91% 6.5% 26.6%
Cdn. 10-Year Bond CGB yield 3.29% 4.08% 2.8% 24.0%
Recession Watch Spreads
U.S. 2-year 10-year Treasury (0.55)% (0.16)% (64.4)% (70.9)%
spread
Cdn 2-year 10-year CGB spread (0.76)% (0.70)% (21.4)% (7.9)%
Currencies
USS Index 103.27 106.17 (0.5)% 2.8% up up up
Canadian $ 73.92 73.04 (0.4)% (1.2)% down down down
Euro 107.04 105.93 0.8% (1.0)% down (weak) down down
Swiss Franc 108.15 112.10 1.1% 3.7% up neutral up
British Pound 120.96 121.61 0.2% 0.5% down down neutral
Japanese Yen 76.27 66.74 (0.2)% (12.5)% down down down
Precious Metals
Gold 1,826.20 1,994.40 2.7% 9.2% up up (weak) up
Silver 24.04 23.50 2.6% (2.3)% up (weak) neutral neutral
Platinum 1,082.90 905.1 2.4% (16.4)% down (weak) down down
Base Metals
Palladium 1,798.00 1,111.20 (3.0)% (38.2)% down down down
Copper 3.81 3.56 (0.3% (6.6)% down down neutral
Energy
WTI Oil 80.26 88.08 0.4% 9.7% up (weak) up up
Nat Gas 4.48 2.90 (10.4)% (35.3)% neutral up down (weak)

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.

Enriched Investing Incorporated
P.0. Box 1016, TD Centre, Toronto, ON M5K 1A0
ph: 416.203.3028 fx: 416.203.8825 www.enrichedinvesting.com
e-mail: dchapman@enrichedinvesting.com

13 of 27


http://www.stockcharts.com/

ENRICHED

INVESTING INCORPORATETD

arie Cap Index IMDX @ tockCharts.com
$SPX s&P 500 L Cap Inch StockCt

2

20-0ct2023 Open 427335 High 4276 56 Loggzz?o’a Close 422416 Volume 2 78 Chg -53.34 (-1.26%) v

W 3P (Daily] 4224,16 £ 0707 2 4650
—MACS) 438674

"auy 4500
—MAL100) 4409 B5 ' . 404120
—MAL200) 4232 .14 l hr 4550
—EMA[1E5) 4295 £2 48500
Walurne 2,7 10,362,624
4450

e, (BADGEE]
B PR

4250
S Ll
=420 62

(a) nﬂ L
c [lHJ ?

HEH | w6 n A el =

T °j ToJm m'un‘)lrn' = e

Rx‘““».% i ‘]o [fﬂi 407843 Hﬂwﬂw J]“T ! et 2100

S i 403 = L2

i T -
; i = = | AN - 3950

e u.""’ 3000
58 .,-“". 2550
L -
R 0 IR R /)1 L USSR S [ 2200
=B i ’_._ i lzreasal oo il aert™T i =" [ S = g . A FFibsez
2B . A A IS ki i H T e T e T A e R et e T R T e e e P e T 3700
i !
o | e et i 3650
3647 42 Il
Mo De;.-"'. 2023 Feb hdar Apr b ay Jun Jul Aug Sep Oct Mo

0
\ \
ST ’\/—”‘/\’\ 5 SN \
/—\C\\f" ___________ M ',:\Lv\:ﬁ\__ _,Z\_/_\f’__'tf\j\(}’v_\.-/\ﬁ_ ___________________ LV S _\{_M\_-_-rf\ __________ 50
\ i
10
Mow Dec 2023 Feb tular Apr hday Jun Jul Aug Sap Oct Mo

Source: www.stockcharts.com

Middle East worries, chaos in the U.S. government, and rising bond yields are offsetting any good news on the
economic front. Markets fell this past week. The S&P 500 appears to have penetrated that uptrend line coming
from the October 2022 low. If that’s correct, it could signal that the rebound rally is over and we are in the
throes of a new leg to the downside. If the downtrend from January 2022 to October 2022 was the A wave
down, and the rally from October 2022 to the recent top in July 2022 is the B wave up, then a more
devastating C decline could be underway. Note that the S&P 500 also fell to the 200-day MA this past week. A

firm break under 4,200 could signal further declines ahead. We are currently down just over 8% from that July
top.

On the week, the S&P 500 fell 2.4%, the S&P 500 Equal Weight Index was down 2.4%, the Dow Jones
Industrials (DJI) dropped 1.6% and is now mildly negative on the year, off just under 0.1%, the Dow Jones
Transportations (DJT) dropped 1.7%, while the NASDAQ fell 3.2%, led by a decline of 3.3% for the NY FANG
Index. The S&P 400 (Mid) fell 2.0% and the S&P 600 (Small) dropped 1.7%.

Elsewhere, the TSX Composite was buoyed by golds and materials but still lost 1.8%, while the junior TSX
Venture Exchange (CDNX) continued its woes, down 1.6%. In the EU, the London FTSE was down 2.6%, the
EuroNext was down 2.7%, the Paris CAC 40 off 2.7%, and the German DAX dropped 2.6%. No joy in the EU. In
Asia, China’s Shanghai Index (SSEC) fell 3.4%, the Tokyo Nikkei Dow (TKN) dropped 3.3%, while Hong Kong’s
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Hang Seng (HSI) fell 3.6%. The world MSCI World Index fell 2.9%. If there was a star on the week it was Bitcoin,
up 9.9%. Bitcoin a safe haven?

We’ve seen a number of bulls around looking for the classic rally into year end. But we are not seeing that yet,
as war wages, chaos continues in the U.S., and interest rates (long bonds) keep rising. The danger is that,
instead of a rally, we have a crash. We passed the anniversary of the October 19, 1987 crash this past week, so
far unscathed, but looming is the 94" anniversary of the October 28-29, 1929 crash. Two dates stood out:
October 24, known as Black Thursday, and October 29, known as Black Tuesday. The crash got underway in
earnest when the DJI broke the 200-day MA on October 21, 1929.

With sentiment still high despite the background of war, government dysfunction, and rising bond yields, we
could be setting ourselves up for an unsettling couple of weeks. When the panic button is hit, it takes no
prisoners. Good thing one can’t jump out windows like they did in 1929.

It will be interesting to see how the markets open Sunday night with the negatives noted hanging on. Watch
that break of 4,200. But a return back above 4,300 would be good, and above 4,400 could end talk of a
collapse.
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The NASDAQ took a hit this past week, falling 3.2% and breaking the uptrend line from the 2022 low. The
decline in the NASDAQ was led by the FAANGs as the NY FANG Index fell 3.3%. Leading the way down for the
FAANGs was Tesla, that dropped 15.6%. But Tesla’s decline was offset by a big jump for Netflix, up 12.7%.
Other big losers were Baidu, down 15.0%, and former star Nvidia down about 9.0%. If the high tech is being
sold, the market has serious problems. They were the leaders on the way up and may now be poised to lead
the way down. The NASDAQ has also formed a downtrend line. The NASDAQ would have to break above
13,700 to suggest to us that the downtrend is over. In the interim, the 200-day MA looms at 12,730. Many talk
about how, seasonally, stocks rally as we hit the best six months and buy when it snows, sell when it goes. But
we also remember 2018 when the NASDAQ and other indices topped in early October, then promptly fell 24%
into a Christmas 2018 low. Other indices did far better, but they all fell. For whatever reason, that 2018 mini-
bear seems to be largely forgotten, as a year and bit later we had the even bigger pandemic collapse in March
2020. Nonetheless, all were merely part of the bull market that got underway in March 2009 and finally
topped in January 2022. The recent low was 12,963 and we are close to that level. A break of it would confirm
the current downtrend in play.
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$TSX TS¥ Composite Index TSE ® StockCharts.com
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The TSX Composite followed the major U.S. indices lower this past week. Unlike the U.S. indices, the TSX was
buoyed by a good performance from gold and materials. The TSX Composite lost 1.8% this past week and is
now negative on the year by 1.4%. The junior TSX Venture Exchange (CDNX) continued its woes, falling 1.6%.

Only two sub-indices were up on the week. Golds (TGD) gained 2.5% while Materials (TMT) was up 1.5%.
Energy (TEN) was effectively flat while Consumer Discretionary (TCD) was down 0.1%. Leading the way to the
downside were Real Estate (TRE) off 7.9% and Income Trusts (TCM), down 5.3%. Utilities (TUT) dropped 4.9%,
Telecommunications (TTS) fell 3.8%, and Financials (TFS) were down 3.6%. The signal, given all of them are
influenced by interest rates, should most likely be avoided. Golds, materials, energy, and metals appear to be
the safe place to be. Metals & Mining (TGM) did fall 1.0%.

The uptrend line is currently at 18,900 and a break of the level seems highly probable. The TSX is trading down
only 8% from that high in January 2023, but we are also trading under all the moving averages, including the
200-day MA. We made the death cross several weeks ago. The all-time high was seen back in April 2022 and,
while we are only down 14% from that high again, we note we are trading under all the key MAs, while both
the short-term trend (daily) and intermediate trend (weekly) trends are pointed down. The long-term trend
(monthly) is currently neutral. Choose your sector carefully. And golds, metals, materials and energy continue
to appear to be the best ones to be in.
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U.S. 10-year Treasury Bond/Canadian 10-year Government Bond (CGB)
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Source: www.tradingeconomics.com, www.home.treasury.gov, www.bankofcanada.ca

The U.S. 10-year treasury bond hit 4.99% this past week, the highest level since 2007. The U.S. 20-year and 30-
year both went over 5%. The last two bond auctions have been notoriously sloppy as demand has dried up,
with previous large buyers such as China and Japan not participating. The Fed, which has led quantitative
tightening (QT), has also not participated, leaving it to intragovernmental agencies and others to pick up the
slack. The big dealers, whose takedown is normally around 10-11%, took down 18-20%. That’s a lot of
inventory for them to get rid of and finance. The closely-watched 2-year—10-year spread fell to negative 16 bp
from negative 45 bp. The 3-month—10-year spread was at negative 65 bp vs. negative 99 bp a week ago. What
that does is signal to us is that we are getting closer to the start of a recession, even as we are seeing only
limited signs. But layoffs at high-tech firms and financial institutions are picking up. The next employment
numbers are not out until November 3 and would not include layoffs in the latter part of October.

The Canadian 10-year Government of Canada bond (CGB) also jumped this week to 4.08% up from 3.97%. The
2-10 spread wasn’t as dramatic as the U.S. falling to negative 70 bp from negative 89 bp. Still, the direction is
telling as the long end of the curve rises, even as the short end is now relatively stable.

Rising bond yields are eventually negative for the stock market. If the 10-year starts going above 5%, it could
signal further declines in the stock market.
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20-0ct-2023 Open 106.03 High 105.23 Low 105.29 Close 10599 Chg -0.06(-0.05%)~
W $USE: (Daily) 105,99
- MAéﬁi }504.93 114
—MA(100) 102,42
—MA2000 103,02 112

—EMA[1EE) 102,87
Wolurne uridef

112
111
110
109

102

(v s o

o

jiiii} 2 Jittiga- 0453
o"

* - (it3sT
" L {i0z.48

— {10308

»
Y}

. ?
Mo Dae 2023 Fehb har "‘., Apr [LEN Jun Jul Aug Sep Tiet
MREI(14) 54,95 .

g !“\J\'_,)"\_I\);‘W—'\.[f\’\__w:/vl V\\/\W -H/‘-r - -_-\-/\/ : v r ,/_";r S

30
10
Now Dac 2023 Feb hdar Apr hday Jun Jul

Source: www.stockcharts.com

The USS Index moved mostly sideways this past week with a small loss of 0.5%. The big winner of other
currencies was the Swiss franc, which jumped 1.1%. The oversold euro was up 0.8%, pound sterling rose 0.2%,
the Japanese yen fell 0.2%, and the Canadian dollar was down 0.4%. The Swiss franc is being perceived as a
safe haven currency because of Switzerland’s long history of neutrality and secretive banks. The question, of
course, is: has the USS Index topped? As the Middle East conflict continues and the U.S. becomes more
engrained in the conflict, the real risk is the U.S. becomes a part of the conflict, given attacks on it in Syria and
Irag. As well, the chaos in Congress over the election of a speaker highlights the growing dysfunction of the
U.S. government. The U.S. dollar has been buoyed by the conflict in Russia/Ukraine, a stronger economy then
its peers, with conflicts elsewhere encouraging capital to flee into the U.S. dollar and higher interest rates. A
breakdown now under 105 could begin to confirm a top in the USS Index. Under 103 a more serious decline
could get under way. Only new highs above 107 would keep the uptrend alive.
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For the second week in a row, turmoil in the Middle East due to the Israeli/Hamas war pushed gold higher. The
chaos and dysfunction in the U.S. over the election of the Speaker also played a role. And with given clashes
between Hezbollah and attacks on U.S. bases in Syria and Iraq, plus rockets fired from Yemen, the risks of an
even larger regional war are growing. In behind is Iran. War with Iran could engulf even more players.

Gold is seen as a safe haven from the ravages of war and government dysfunction. Gold set aside the still-
strong USS Index and rising interest rates at the longer end of the curve. Gold also set aside statements from
Fed Chair Jerome Powell that indicated further interest rate hikes might be in store. However, he offset it by
emphasizing the risks in further rate hikes. Gold is viewing all this as having the potential for chaos and is
acting accordingly. As we note with our next chart, gold is beginning to make new highs in other currencies.
Gold in U.S. dollars cannot be far behind. Once we are making new all-time highs in all currencies, a strong rally
could get under way.

Gold briefly broke above $2,000 on Friday, a level we consider critical to see gold making new all-time highs.
We noted that this level would be resistance and for the moment it is. We expect we could see it fall this

coming week. Support now could be down to $1,980 and even down to $1,970. Only under $1,925 would we
consider this bull move over. The commercial COT is at about 32%, not bearish, but not overly bullish either.
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Above, besides resistance at $2,000 we see further resistance at $2,025, $2,050 and $2,075. But, once we
break out over $2,100, potential targets are as high as $2,500/$2,600. It is becoming essential to own a bit of
gold as a safe haven. Central banks are buying gold and that is the ultimate statement on gold.
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Gold in Japanese yen has broken out to new all-time highs. A rising or ascending triangle preceded the
breakout. The potential target is 32.2 another 7.5% from current levels. The yen is not the only one to be
making new all-time highs. The euro also did this past week, but so far it is barely new all-time highs. Follow-
through this coming week would be important. The only other one of note is the Australian dollar, which is
also making new all-time highs. The Canadian dollar, the pound sterling, and the Swiss franc still lag. Gold in
Chinese yuan broke out this past week, but remains just short of all-time highs set back in 2020. Numerous
lesser currencies are also seeing new all-time highs for gold. When gold is making all-time highs in all
currencies, a major bull market would be underway. Gold in yen is a bit overbought, as seen by an RSl at 72.5,
but if a strong market is underway, it can remain that way for some time.
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Silver enjoyed a good up week, gaining 2.6% and for a change outperforming gold (slightly). But silver ran into
resistance at the 200-day MA near $23.50. We expect that we should break over that level this coming week.
We did break over the downtrend line from the August high. We still have a lot of work to do. Silver, unlike
gold, never made new all-time highs. The high was $30.35 back in February 2021 vs. the all-time high at $48.70
back in January 1980. It was almost equaled in April 2011. The 1980 high remains the landmark. Our breakout
trendline is now at $25, but we’d feel better over $26. Once over $25 the odds of new highs above $26.43 in
July become probable. The commercial COT for silver is reported at 35%, about the same as the previous week.
Not super bullish but positive nonetheless. Only a return now back under $22.50 would get us worried that the
rally is over. It would be reinforced under $22.
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Uranium prices have broken out to new highs, hitting at one point over $70 before settling back. Uranium is up
over 41% thus far this year due to low inventories, threats to supplies, and increased demand as countries are
switching to building nuclear plants. China alone is poised to build at least 32 and Japan is restarting a number.
Both the largest producer and reserves in the world are in Australia. Canada is a significant producer #2 and
reserves #3. Russia is also high as is a Russian satellite Kazakhstan. Numerous uranium stocks are up on the
year and with uranium prices poised to move higher, the stocks should do well. The all-time high was seen
back in 2007 at over $140.
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Given good performances from both gold and silver, we’d have hoped the gold stocks would have performed
better. But then we did run into technical resistance, some profit-taking, and weakness in the broader market.
Still, the gold stocks were one of the few bright spots this past week. The TSX Gold Index (TGD) gained 2.5%
while the Gold Bugs Index (HUI) was up 2.3%. The TGD broke out over its downtrend from the May high. The
pattern formed has the look of an incomplete descending wedge triangle. If that’s correct, then the measuring
implications are for a move back towards the May high at 345. The all-time high set in 2011 remains elusive at
455. The TGD jumped higher from oversold levels and the Gold Miners Bullish Percent Index (BPGDM) has
improved to about 18% up from about 11%. That tells us we still have considerable room to move higher
before we are anywhere near overbought. The RSI at 65.5 is high but has room to move higher. However,
resistance lies just above at the 200-day MA near 288.5. Once over 300, the rally should get going in earnest.
Over 320 new highs above 345 become highly probable. The message appears to be to buy gold stocks. The
short-term trend has turned up, but both the intermediate and long-term trends remain down, although the
intermediate is weakening.
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Considering everything that is going on, oil is up but we’re surprised it wasn’t up more this past week. The U.S.
lifted some sanctions on Venezuela this past week, which helped keep a lid on prices. It was, however, offset
by the U.S. announcing it would be refilling its Strategic Petroleum Reserves (SPR). However, tension remains
high as the U.S. intercepted missiles from Yemen directed at Israel. As well, U.S. bases in Syria and Iraq faced
some attacks. All of this is stoking fears of a wider regional war that could include dragging the U.S. into the
war. Sitting in the background is Iran with its connections to Syria, Iraq, Yemen, and Hezbollah in Lebanon. As
well, it is widely understood that Iran also backed Hamas. As has been noted many times, Iran sits adjacent to
the Straits of Hormuz, through which upwards of 30% of the world’s oil passes through. Whether they’d be
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successful in blocking the straits is open to question, given proximity of the U.S. 7" fleet in Bahrain.
Nonetheless that would widen the war considerably, possibly even dragging in Russia and China that would
back Iran.

WTI oil rose 0.4% this past week while Brent crude was up 1.2%. Natural gas (NG) floundered as the Henry Hub
NG fell 10.4% while the EU Dutch Hub was off 5.3%. NG is being helped by forecasts that we could be facing a
mild winter, not only in North America but also in Europe. European storage is estimated at 98% full so it
lessens the need, even as a gas field was shut down off of Israel because of the war. Production has been high
in North America as well. Despite that, NG is maintaining an upward trend with support down to the 200-day
MA currently near $2.63.

The energy indices both made fresh all-time highs this past week but both reversed on Friday and closed
lower, signalling a possible top of at least a temporary nature. The ARCA Oil & Gas Index (XOl) rose 0.9%, but
the TSX Energy Index (TEN) fell a small 0.1%.

What's key going forward for oil prices is the ongoing war in the Middle East. If the U.S. becomes involved and
clashes intensify from other players in Syria and Iraq, the potential for Iran becoming involved rises. That in
turn could send oil prices well past $100. The uptrend line comes in around $84 and if that broke, then at
minimum a temporary top would be in.

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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