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Selective roar, ignored noise, shakedown collapses, unsustainable sharpness, impending worst

The stock market has been roaring. This week we hit all-time highs once again. Well at least for some such as
the S&P 500, the NASDAQ and the TSX. Why, given all the negative background of trade wars, inflation, wars,
geopolitical and domestic political tensions. Markets treat it all as noise, until it doesn't. We have a look at a
few things.

Oil was in the news this week but for all the wrong reasons as just as the Mid-East war with Israel/US/Iran got
underway it ended. Oil prices collapsed. Our chart of the week (page 8) looks at the indices the ARCA QOil & Gas
Index (XOI) and the TSX Energy Index (TEN). The collapse comes off looking like a shakedown and not the end
of the recent rise. The cease fire. Will it last? We suspect not.

Stock markets enjoyed a strong up-week as we head into the Canada Day (July 1) and US Independence Day
(July 4) holidays. But not everyone joined the party with notably energy and golds taking a hit. Golds in
particular appear to be making another shakedown in a bull market while the stock market which has been
relentlessly rising since April and Trump's on again, off again, on again, off again trade wars. Sharp rises such as
we've seen are never sustainable. Coming up, August/September, the two worst months of the year. In the
event of economic weakness, the value retailer Dollarama Inc., is well positioned to maintain demand for its
low-priced consumable products, and recently announced increased sales, EBITDA, income, cash and earnings,
pays a dividend, and is held in the Enriched Capital Conservative Growth Strategy.*

It's summer and the summer holidays. We'll be taking advantage of them and we'll have shorter reports
through the summer. Have a great holiday week.

DC

* Reference to the Enriched Capital Conservative Growth Strategy and its investments, celebrating a 7-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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"Every time one person buys, another sells, and both think they are astute."
—William Feather, American publisher and writer, reporter for the Cleveland Press, established the
William Feather Magazine, ran a large printing business, and wrote several books; 1889-1981

"The secret to investing is to figure out the value of something—and then pay a lot less."
—Joel Greenblatt, American academic, hedge fund manager, investor, writer, adjunct professor at
Columbia University, runs hedge fund Gotham Asset Management, former chairman of Alliant
Techsystems 1994-1995; b. 1957

"Wall Street sells stocks and bonds, but what it really peddles is hope."
—Jason Zweig, American journalist, columnist for The Wall Street Journal 2008—present; b. 1959

The bears must be tearing their fur out. Here we are halfway through the year and stock markets, despite
facing headwinds of trade wars, inflation, persistently higher interest rates, geopolitical tensions (war),
domestic political tensions (deep polarization, ICE raids), we are once again nearing all-time highs. Some, such
as the NASDAQ, the AMEX, the NASDAQ 100, the S&P 100, and the NY FANG Index have already made their all-
time highs. The S&P 500 just joined them. Elsewhere, the TSX Composite, the Tel AVIV 125 Index (a surprise),
and the Dow Jones Global Index. It seems to defy logic, with many markets showing overbought and
overvalued. Oh yes, and need we mention we also have all-time highs in money supply and debt.

Despite everything, U.S. corporate profits continue to grow. Markets focus on profits. Dominating corporate
profit growth has been high tech, especially the MAG7, but healthcare and consumer discretionary have also
done well. Here in Canada, the strongest-performing sectors over the past 10 years are the TSX Information
Technology (TTK) and Golds (TGD). But by a wide margin it is the high-tech sector and the MAG7 (Apple,
Amazon, Google, Nvidia, Tesla, Meta, and Microsoft) that have led the way. We note that, because of poor
performance of late, Tesla has been replaced by Broadcom.

However, the biggest winner has been Nvidia (NVDA), up some 30,000% over the past decade. Nobody else is
even close. Broadcom (AVGO) was next, up some 2,400%. Tesla (TSLA), which has been kicked out of the
MAG?7, is up 1,700% but has fallen sharply over the past year. Not so magnificent anymore. The market is being
driven by Al (Nvidia), riding on sentiment in the sector, huge investments, and a big bet that Al will continue to
fuel productivity growth and, by extension, corporate earnings. Who cares whether Israel bombs Iran, unless
they hit their oil facilities (note: they haven’t).

The U.S. continues to see strong international flows of funds. That’s surprising, given the downward push of
the USS Index over the past year. However, the U.S. dollar falling is mainly due to the fact that most
international investors hedge their positions and other central banks act to support their currency, thus
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dampening the U.S. dollar effect. The USS Index recently hit 52-week lows and is down over 10% in 2025.
Despite everything, the U.S. is still viewed as a safe haven. That could, of course, shift if the rest of the world is
viewed more positively. There remains considerable concern about the U.S.’s fiscal position with huge debt
and rising budget deficits. There is also a constant feeling that the negative events (wars with Russia/Ukraine
and with Israel/Hamas/Iran) are occurring “over there.” Unless the “over there” impacts the price of gas at the
pump, those events are just noise. Things could yet come unravelled in the U.S. if the ongoing protests against
the presidency of Donald Trump become more frequent or violent. But, so far, they are having little impact on
markets. As long as the profits flow, what happens on the street stays there.

U.S. Corporate Profits vs. S&P 500 2015-2025

Source: tradingeconomics.com
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Source: www.tradingeconomics.com, www.bea.gov

What stands out in these charts is that corporate profits and the rise in the S&P 500 are in tandem. If those
corporate profits falter, then the S&P 500 falters as well. Note that the S&P 500 Schiller PE multiple is rather
high at 37.2, not far from its peak in 2000 at the time of the dot.com bubble peak. The long-term average is
around 17. The S&P 500 PE ratio is at 29.0, which is below the peak of the 2008 financial crisis and also well
below the level at the top in 2000 during the dot.com bubble. The long-term average is around 15.5. Over
time, things do tend to return to the mean. During the 2008 financial crisis, both the Schiller PE ratio and the
S&P 500 PE ratio fell to around 14.

Interestingly, while GDP growth has started to falter and unemployment is creeping higher, personal spending
is holding steady. However, is personal spending now faltering? Personal spending for May fell 0.1% when they
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expected a gain of 0.1%. The PCE (Personal Consumption Expenditures) price index came in at 2.3% vs. the
expected 2.2% and last month’s 2.2%.

Real GDP Growth, Personal Consumption Expenditures, Unemployment Rate 2015-2025
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Conference Board Consumer Sentiment Index 2007-2025
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The PCE remains high, so it is somewhat surprising to see consumer sentiment faltering. On the previous page
is the latest Conference Board Consumer Sentiment Index. It fell to 93, below the previous month’s 98 and
below the expected 99. The Michigan Consumer Sentiment Index came in at 60.7, above the expected 60.5
and the previous month’s 52.2. While the Conference Board consumer sentiment is faltering, the Michigan
Index shows improvement. Which is it? The Michigan Index is more responsive to consumer changes like gas
prices.

Many have cited the fact that tariffs have not as yet increased inflation. Typically, tariffs trigger stagflation,
putting upward pressure on prices while sparking sluggish growth. While tariffs in the U.S. right now only
average 15.8%, they are still the highest in decades. Tariffs create an unpredictable business environment
where supply chains get disrupted. It's no surprise to see that containers coming from China have beenin a
downward trend. But there is a lag effect as it takes some time to work its way through the economy. Many
analysts are now lowering their GDP outlook for the world in 2025 along with increasing the odds of a global
recession.

Causing problems in markets is the persistent rumour that President Trump will fire or undermine Fed Chair
Jerome Powell. Bluntly, the president does not have the legal power to fire the Fed chair and any attempt to
do so would most likely fail. Trump is considering announcing a new Fed chair long before Powell’s term is up
in May 2026. The Fed chair must be selected from the current governors. The dovish outlook helped stock
markets surge higher, bond yields fall, and the USS Index fall to its lowest level in 52 weeks. Oh yes, and golds
were hit lower.

While Trump does not have the power to fire Powell, bond yields are falling on the expectation that his
undermining of Powell will help push rates lower, thus being positive for the stock market. The USS Index is
also falling on the expectations of lower interest rates. This is an ongoing feud between Trump and Powell and
globally markets would not respond well to the politicising of the Federal Reserve. The Fed is still expected to
lower rates at least once in 2025, probably in September. But there is a growing consensus that the next
FOMC, July 2930, might also see a rate cut. Powell has consistently noted that forcing interest rates lower
may be dovish for the stock market but is inflationary in the longer term. Dovishness from the Fed also might
spark a rush out of U.S. dollar assets, particularly if accompanied by what is seen as political interference in the
workings of the Fed.

Chart continues on next page
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U.S. 10-Year Treasury Note vs. USS Index 2020-2025
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Irrespective of what one feels about a clearly overvalued U.S. market, flows can still occur due to nervousness
elsewhere. The U.S. is still seen as a safe haven, away from the turmoil in the Middle East and Eastern Europe.
Trade friction between the U.S. and China can also spark funds to move to the U.S. and out of Asia. We can’t

help but notice that, as the stock market goes higher, the NYSE advance/decline (AD) line has also been
moving higher.

It appears that the recent rally has broadened the stock market so that the MAG7 is no longer leading the way.
Financials and industrials are joining the party. The last time we really saw this was before the 2008 financial
crisis. The public always gets in at the top. Note how the NYAD is making new highs but the S&P 500 is barely
back at its old highs. A divergence? Earlier, note that the NYAD line was falling, even as the S&P 500 was
making new highs in late 2024 and early 2025. That divergence resulted in the April 2025 tariff war collapsing.
When they do not agree, something is amiss. Today, the AD line moving sharply higher while the S&P 500 is
barely back at its old highs is a divergence.

Chart on next page
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NYSE Advance/Decline Line vs. S&P 500
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The stock market has recovered its highs seen just before “Liberation Day.” But note that the Dow Jones
Industrials (DJI) and the Dow Jones Transportations (DJT) have not. The DJT is not even close, an ongoing
divergence with the DJI. Does it mean anything? Not until something happens. But whenever we have seen the
indices not agreeing with each other, something happens to reverse the trend.

Markets have been rising against what many thought would happen. That alone triggers short covering.
Buybacks have made stocks scarcer. Trade tensions have eased and trade deals might even happen. The wars
are “over there” and the U.S./Israel/Iran war is on hold, at least for now. The economy has been resilient,
although the Q1 GDP report suggests it could be faltering. Tech continues to dominate. And finally, the

57000
SE6000
55000
54000
53000
52000
51000
50000
40000
42000
47000
46000
A5000
44000
42000
42000
4000
40000
39000
38000
27000
26000
356000
24000
23000
22000
31000
20000

G200
6100
G000
G900
5800
5700
SE00
5500
5400
G300
5200
5100
5000

expectations are that the Fed will ease interest rates, either at the July or September FOMC. That is friendly for

stocks and also helps ease long-term rates, but it is not friendly for gold or the U.S. dollar.
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Chart of the Week

XOl and TEN 2020-2025
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TSX Energy
Index (TEN)

With the sharp reversal by oil following the cease fire between Israel and Iran, it was not surprising to find that
the energy stocks were hit as well. But there were some differences. On June 23, WTI oil had a huge outside
reversal day. No, it was not a key reversal as no new highs were made. From top to bottom WTI oil fell 15%.
From the previous close WTI oil fell 7.5%. Brent crude from top to bottom fell 14.6% and was down 7.5%,
equal to the drop for WTI oil. It was a dramatic day for oil.

However, the energy stocks fared better. The ARCA Qil & Gas Index (XOl) dropped from high to low only 4.1%
and from the previous day’s close 2.8%. For the TSX Energy Index (TEN) the decline high to low on June 23 was
4.4% while from the previous day’s close the TEN was down 3.5%. Neither the XOlI or the TEN had outside
reversal days. A clear outperformance by the energy stocks.
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We viewed the outperformance of the energy stocks as a positive. Yes, the commodity, oil, was severely
beaten up, but the response from the stocks was much more muted. Where was the panic? In all instances
there was some further selling the next day (June 24), but on June 25 all were bouncing back. Rather than
viewing all of this as a huge negative, we view the lack of follow-through selling as bullish. Note that all of
them—WTI, Brent, XOI, and TEN—held bullish uptrend lines, at least for now.

XOl and TEN Performance 2020-2025
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Since the 2020 COVID recession, energy stocks have enjoyed strong up moves, despite pulling back over the
past year. Nonetheless, we view the patterns as positive and while on the surface the sector appears quite
beat up, the action is suggesting otherwise.

The return over the past five years has been 250.8% for the TEN, 127.1% for the XOlI, and only 66.2% for WTI
oil. Not shown but for comparison purposes, Brent crude gained 63.6%, the S&P 500 was up 97.6%, the TSX
Composite gained 73.0%, while gold was up 88.7%. The gold stock indices were up but less than many would
expect with the Gold Bugs Index (HUI) gaining 49.5% and the TSX Gold Index (TGD) up 49.9%. By a considerable
margin the winner was the TSX Energy Index, up 250.8%. It shows the importance of the sector.

Key stocks in the XOlI include Exxon Mobil, Chevron, Occidental Petroleum, Conoco Phillips, and Phillips 66. For
the TEN, key stocks include Canadian Natural Resources, Imperial Qil, Suncor Energy, Cenovus Energy, and
Tourmaline.

The strong performance by the energy sector, particularly for the TEN, has been key to the performance of the
TSX Composite.
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% Gains (Losses) Trends
Close Close Week YTD Daily (Short Weekly Monthly (Long
Dec 31/24 Jun 27/25 Term) (Intermediate) Term)
ne
S&P 500 5,881.63 6,173.07 (new highs) * 3.4% 5.0% up up up
Dow Jones Industrials = 42,544.22 43,819.27 3.8% 3.0% up neutral up
Dow Jones Transport 16,030.66 15,494.54 4.9% (2.5)% up neutral neutral
NASDAQ @ 19,310.79 20,273.46 (new highs) * 4.3% 5.0% up up up
S&P/TSX Composite | 24,796.40 26,692.32 (new highs) * 0.7% 7.9% up up up
S&P/TSX Venture (CDNX) 597.87 72421 1.8% 21.1% up up up
S&P 600 (small) 1,408.17 1,336.86 3.1% (5.1)% up down (weak) up (weak)
MSCI World 2,304.50 2,690.42 (new highs) * 1.8% 16.8% up up up
Bitcoin | 93,467.13 107,052.88 3.5% 14.5% up (weak) up up
Gold Mining Stock Indices
Gold Bugs Index (HUI) 27558 406.90 (3.5)% 47.7% up up up
TSX Gold Index (TGD) 336.87 48431 (3.8)% 48.8% up up up
%
U.S. 10-Year Treasury Bond yield 4.58% 4.27% (2.5)% (6.8)%
Cdn. 10-Year Bond CGB yield 3.25% 3.31% 0.3 1.9%
Recession Watch Spreads
U.S. 2-year 10-year Treasury 0.33% 0.53% 12.8% 60.6%
spread
Cdn 2-year 10-year CGB spread 0.30% 0.71% 9.2% 136.7%
Currencies
USS Index 108.44 97.33 (new lows) (1.5)% (10.3)% down down down
Canadian $ 69.49 0.7297 0.3% 5.0% up up down (weak)
Euro 103.54 117.11 (new highs) 1.7% 13.1% up up up
Swiss Franc 110.16 125.06 (new highs) 2.3% 13.5% up up up
British Pound 12511 137.10 (new highs) 2.0% 9.6% up up up
Japanese Yen 63.57 69.11 1.0% 8.7% up up neutral
Precious Metals
Gold | 2,641.00 3,275.09 (2.8)% 24.0% up up up
Silver 29.24 35.93 (0.2)% 22.9% up up up
Platinum 910.50 1,336.80 (new highs) 5.9% 46.8% up up up
Base Metals
Palladium 909.80 972.00 (6.7)% 6.8% up up down
Copper 4.03 5.06 4.8% 25.6% up up up
Energy
WTI Oil 71.72 65.08 (12.1)% (9.3)% neutral neutral down
Nat Gas 3.63 3.74 (3.9)% 3.0% up (weak) up (weak) neutral

Source: www.stockcharts.com
* New All-Time Highs

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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$SPX S&P 500 Large Cap Index MR @ StockCharts.com
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This is a theme that pervades others, including bond yields, the USS Index, and gold. First off, hopes are rising
for a Fed rate cut at the July 29—-30 FOMC. Trump wants to replace Jerome Powell with Christopher Waller who
is more dovish on rates than Powell. Trump’s public haranguing of Powell is not good because the bond market
in particular doesn’t like to see political interference with the Fed. Nonetheless, the market is moving to
thinking two or maybe even three rate cuts may occur this year, up from one. Also, peace was established (for
now) in the Middle East and oil prices fell. The MAG7 and other tech stocks had good advances this past week.
As we noted previously, the rally appears to be broadening out as seen by the advance/decline line.

Both the S&P 500 and the NASDAQ hit all-time highs this past week. They were up 3.4% and 4.3% respectively.
The Dow Jones Industrials (DJI) rose 3.8% but saw no new highs. The Dow Jones Transportations (DJT) had a
good week, up 4.9%, but is nowhere near its recent highs, let alone its all-time highs. A major divergence with
the DJI. The S&P 400 (Mid) rose 2.6% while the S&P 600 (Small) was up 3.1%. Neither index is anywhere near
their all-time highs. The NY FANG Index hit all-time highs, up 6.0%. The S&P 500 Equal Weight Index was up
2.2% but remains short of its all-time high. A potential divergence with the S&P 500 if the market turns down?
Bitcoin was up 3.5% but remains shy of its all-time high.

In Canada, the TSX Composite gained 0.7% to all-time highs while the TSX Venture Exchange (CDNX) gained
1.8%. In the EU, the London FTSE was up 0.3%, the EuroNext was up 1.1%, the Paris CAC 40 was up 1.3%, and
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the German DAX gained 2.9%. No all-time highs, though. In Asia, China’s Shanghai Index (SSEC) was up 1.9%,
the Tokyo Nikkei Dow (TKN) gained 4.6%, while Hong Kong’s Hang Seng (HSI) was up 3.2%. Gains all around.

The steep rise continues. And, as we know from experience, steep rises like this are not sustainable. Is a golden
cross pending? It’s hard to say. The NASDAQ is closer. RSl is creeping over 70, overbought. A break back under
5,950 could signal a top. Under 5,800 a top is in. That upsloping line connecting tops seems to suggest we have
a little more up wiggle room. Will it happen? Things can change quickly as Trump ups his trade wars with
Canada (and others to come?), while the Israel/Iran peace is fragile. Economic numbers are also rolling over as
witnessed by decreased income and spending and a negative Q1. We await rising unemployment, and suspect
it's coming. Lots of layoffs, but they don’t necessarily show up immediately due to severance, etc. Is the Fed
cutting rates? The odds have risen for a July cut. The Fear/Greed index is moderately bearish at Greed. July can
often see turns in the stock market. It can be the best month of Q3, but then beware August/September when
we start to get the worst months. So, we don’t deny we could continue higher, but we’re getting long in the
tooth and, given a 27.6% gain off that April low, we know this can’t continue for long.

Rest of page is blank
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Selected Performance Since Inauguration Day 2025
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Despite gold taking a rest this past week, it still leads the pack, up 21.3% since Inauguration Day. The MSCI
World Index remains second, up 15.5%. Qil's big dip down put it back in the cellar again, down 15.9% so far.
The USS Index is not faring well either, down 11.0%. Most others are hanging at or just above 0 with the TSX
the best of the lot, up 6.5%.

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
13 of 24


http://www.stockcharts.com/

ENRICHED

INVESTING INCORPORATETD

$COMPQ Masdag Composite (NEX
27-Jun-2025
W $COMPO [Daily) 2027346
—Ma[50) 12657 62
—MA[100) 18412.29
—MA(200] 18669.54
—EMA(165) 1849533
Walurne 7,691,794,944

1936607

mﬁ’
L >

1867107 191e2.22

18017 63
1779158

g
[)’ §oz0495
-

H
188319
:

@ StockChartscom

Open 20217 .26 High 20311.51 Low 20095.05 Close 2027346 Volume 778 Chg +105.54 (+0.52%) &

20500
—e2nnnn
18750
18500
18250
18000
(15657 53]
(1841224
18250

] Duﬂ
p\?th ?ross “*M mlﬂw
i

12000

—
— L 17750
S Golden!17s00
— -
L™ T . Cross (17250
= | == : close? 17000
o T Inaugaration ' 16750
- 16663, 5? -J,,—""_ Day 16500
1758 n 16250
15.08 ./,f* {/,, , 16000
1250 L 15750
1008 isr0asa 1568533 15500
759’ —1 i 1 . 75217949
soolk o Jhem (i il L slen T 4 5000
1 L b ertet Y
258 L 14750
______ 14754.03
#####
Jul Aug Sep Oct M Dec 2025 _I_.-Fetl' hdar Apr b ay Jun
______
L T e e s
_________ a0
_______
== 47074
Y1 T | " /‘"\/_ I T
e et | = 7
e e P . AL 201 LA e _ .
W7 S W\
AP 20
=
10
Jul Aug Sep Oct Mo Dec 2025 Feb tlar Apr hday Jun

Source: www.stockcharts.com

The NASDAQ made new all-time highs this past week, spurred on by the MAG7 and earnings. Helping as well
was easing of global tensions, a dovish outlook towards rates, and optimism that trade issues will be resolved.
They may not want to hold their breath. Right now, it looks like the NASDAQ broke out. But we won’t feel
comfortable about the breakout until we clear and close over 20,500. Key, of course, are the MAG7 stocks
where this past week six out of the seven were up on the week, with only Apple faltering—if you want to call
“flat” faltering. Broadcom rose 7.7%, Nvidia was up 9.6%, Meta was up 7.5%, and Microsoft made all-time
highs, up 3.9%. Netflix also made all-time highs again, up 7.5%. No surprise that the NY FANG Index rose 6.0%.
As noted, this up move from the April low has been quite sharp with few pullbacks. A break under 19,750
would signal we might have topped. Under 19,250 we’ve topped. RSl is creeping over 70, in overbought

territory. But we note few if any negative divergences yet.
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U.S. GDP quarter over quarter Annual Growth 2022-2025
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U.S. GDP fell by 0.5% in Q1. The previous quarter, Q4 2024, GDP rose 2.4%. First effects of the Trump
presidency? The market had expected a decline of 0.2%. It was the first decline in three years. Downward
revisions came in consumer spending and exports. There were also downward revisions to imports, but not
enough to offset downward revisions of exports. It is the first potential sign of the tariff effect. Federal
government spending also fell more than expected. Federal spending can be an important support to the
economy. Where do we go from here? Two consecutive quarters of negative growth is an official recession.
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Another week, another record high for the TSX Composite. It's been straight up since that April low, but the
index is showing signs of fatigue as we appear to be flattening out. Note that the TSX never made a death cross
during that fall and now the indicator has turned up again. The TSX gained 0.7% this past week. The TSX 60 also
made record highs again up 0.8%. The TSX Venture Exchange (CDNX) also held up, gaining 1.8%. Most sub-
indices were up on the week with 11 winners and only three losers. The losers were probably no surprise with
Energy (TEN) down 5.6%, Golds (TGD) off 3.8%, and Materials (TMT) down 2.0%. Surprisingly, Metals & Mining
(TGM) held in, up 0.6%.

Leading the charge to the upside was Information Technology (TTK), up 4.1%. Financials (TFS) charged to new
all-time highs, up 2.2%. The only other significant winner was Health Care (THC), up 2.4%, but it remains as the
year’s poorest performer, down 19.9%. The TSX appears to be rolling over. Note the falling RSI indicator.
Volume has tailed off as well. Under 26,500 might start a down move. Under 26,000 we’re going down for
sure. Long-term support is at 25,000.
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U.S. 10-year Treasury Note, Canada 10-year Bond CGB
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Bond yields fell this past week with the U.S. 10-year Treasury note dropping to 4.27% from 4.38%. As with
stocks, bond yields were responding to peace in the Middle East (for the moment) and dovish statements from
Fed officials. One dovish statement came from Fed Governor Christopher Waller. Trump has suggested that
Powell be replaced with Waller. Trump wants rates down now to help hold off any recession rather than
waiting for data, which is how Powell tends to act. The Q1 GDP decline of 0.5% was the first sign of probable
weakness going into the second half of the year. Inflation has been muted, as even the PCE prices were roughly
the same this past week. Other weak numbers were moderating home prices, the decline in the Conference
Board’s consumer sentiment, new home sales falling 13.7% after a 9.6% gain in April, Q1 corporate profits off
3.3% vs. 5.9% gain in Q4 2024, and personal income and spending down in May by 0.4% and 0.1% respectively.
Initial jobless claims were 236,000 vs. 246,000 the previous week. Durable goods orders jumped 16.4% in May.
So, we're not completely dead. Qil prices dropped as a result of peace breaking out. The market mostly is
front-running expectations of a July rate cut rather than waiting until September. Canada’s 10-year
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Government of Canada bond (CGB) was largely unchanged, up 1 bp to 3.31%. The 2—10 spread widened to 53
bp from 47 bp in the US and was up to 71 bp from 65 bp in Canada. That’s mainly because the 2-year note
fell more than the 10-year in anticipation of a rate cut. The U.S. 10-year has broken the uptrend and could
even fall back towards 4.00%, a level we saw in late April.
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The USS Index fell to new 52-week lows this past week, losing 1.5%. The USS Index has been falling on
expectations of a Fed rate cut as early as the July meeting. The dollar has also been losing altitude because of
the ongoing Trump/Powell feud. Finally, Trump’s on-again, off-again trade ramblings create uncertainty. So,
sell the dollar. Capital flows are moving elsewhere as hedged positions unwind and capital goes back to its
source. The other currencies are not complaining as a number of them made new 52-week highs this past
week. They were the euro, up 1.7%, the Swiss franc, up 2.3%, and the pound sterling, up 2.0%. Not making
new highs was the Japanese yen, up 1.0%, while the Cdn$ gained 0.3%. The Cdn$ was up more but sold back
on news of Trump announcing the end of trade discussions with Canada over the digital tax. The USS Index
may find support here. A break under 97.00 could end that and the downtrend continues. It would take a
breakout over 99 to suggest this downtrend is over. Above 100.50 it’s definitely over and we could test up to
102. If that happened, it wouldn’t be good for gold.
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It wasn’t a good week for the gold bugs. Peace was established, for the moment, in the Middle East. The Fed
kept rates unchanged, as we all expected. But that was not overly friendly for gold. Of bigger interest is the
ongoing fight between Trump and Powell. If Trump gets his way for the Fed to cut rates up to 2.5%, gold would
likely soar. Nonetheless, this past week gold was weak because of peace, no rate cuts, and the stock market up
yet again. The USS Index fell. Gold would normally go up when that happens. Not this time. Both gold and the
USS Index fell. A divergence?

On the week, gold fell 2.8% while silver was down 0.2%. Another divergence as silver showed stronger. But the
real star has been the ongoing rise/recovery of platinum (also known as “white gold”) that was up again by
5.9% to fresh 52-week highs. Helping platinum were power shortages in South Africa where 70% of the global
supply comes from. Also, there was good demand for platinum, particularly in the automobile industry. Green
energy is also fuel for platinum. On the other hand, palladium fell 6.7%, helped by increasing supply. Palladium
has been moving from undersupplied to oversupplied. Copper, which is often a leader for gold rose 4.8% to
close over S5. Tariff threats helped copper, along with tightening supply. There have also been disruptions to
supply out of China. Copper is heavily used in green energy and EVs.

Gold broke support, suggesting now that it could fall to $3,150, the next good support. Major support is way
down around $2,900. We are still questioning as to whether this is an E wave to an ABCDE-type correction that
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got underway with the high at $3,500. That correction back in October/December saw gold fall just over 9%. A
comparable decline today would take gold to $3,185, close to our $3,150 support. Lots of things could reverse
gold back to the upside, including the war in the Middle East resuming or the public fight between Trump and
Powell intensifying, causing nervous investors to run to safe havens such as gold. New highs above $3,500
would end discussions of a decline for gold. Gold still remains bullish. But it must work through this correction.
Again, this should be the last wave down of the pattern. July lows are not unusual for gold.
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If there is something positive to say about silver, it’s that while silver fell this past week it outperformed gold.
Silver fell 0.2%. Gold fell 2.8%. Earlier, silver had moved forward, breaking above $36 and making 52-week
highs. Gold did rebound at that time but failed to take out the old high of $3,500. It’s an ongoing divergence.
We'd like to say the divergence is in favour of silver. If that’s correct, then new highs for both should occur
when this current correction is over. The fear right now is whether that breakout over $36 is a false move. We
didn’t get substantially above to help suggest this was a good move. Now a break back under $35 could end
the magic and turn silver down once again. Yes, there is good support down to $32, but we’d prefer not to see
that. Under $32 silver is in more trouble. Under $31.50 we could test those last lows at $28.45. We keep
hearing silver is about to explode to the upside. The problem is we’ve been hearing that for some time now
and we’re still waiting. The breakout target is $44. But to realize that, we need to recover soon and see new
highs above $37.30 the high so far. Indicators are for the most part neutral here.
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We can’t say we were surprised at the drop in the gold stocks this past week. The chart had been looking a bit
iffy as we noted the previous week. Now the question is, how deep will the correction be? On the week, the
TSX Gold Index (TGD) fell 3.8% while the Gold Bugs Index (HUI) was down 3.5%. The worst day was Friday, June
27 when the index fell 3.7%. We can see support for the TGD down to 470, but under that the correction could
be steeper. After all, the TGD is up 43.8% on the year and the HUIl up 47.7%. So, at best, profit-taking is not
unusual. But, as we noted with gold itself, we don’t believe the bull is over. For the TGD we’d have to break
back under 412. But we can’t dismiss a possible correction not dissimilar to that October to December decline
when the TGD fell 20%. A comparable move now would be a decline to 414 which, coincidently, is just above
the 412 point we noted. To put the bull back in place we’d have to break above 520.0. After that low in
December, the potential for the TGD was a rise to just over 500. We accomplished that and exceeded it. The
trend remains up as long as we hold above 465/470. Under that level, the trend would be weakened and set us
up for a steeper correction.
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That is one big oopsy! The war is on. They'll close the Straits of Hormuz. Oops, let’s make peace instead. And
then, down we go as if we were never there. That was quite the hiccup. We broke out of that long downtrend
line from the 2022 high at the time of Russia/Ukraine war. Then we didn’t. A false breakout? The only good
news was at the end of the week we were still holding above that uptrend line from the May low at $56.46.
Instead of war, we're back to OPEC expectations, supply/demand. But will the peace last? Don’t hold your
breath. A break of $62 could take us down to test that May low. Natural gas (NG) would have to break under

$3.50. What could help keep the price of oil up is that the stocks are close to their five-year average on the low
side. They need replenishing.
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On the week, WTI oil fell 12.1%. Brent crude was down 12.7%. Natural gas (NG) also reacted negatively to the
ceasefire as NG at the Henry Hub fell 3.9% but NG at the EU Dutch Hub dropped a sharp 18.3%. The energy
stocks didn’t like any of it but, surprisingly, fared well by comparison. The ARCA QOil & Gas Index (XOl) was
down 4.2% while the TSX Energy Index (TEN) fell 5.6%. We’ll take our cue from the stocks and our suspicion is
this isn’t over. NG also held an uptrend line. So far, so good. This might be a good case of “buy the dip.”

A nice visual showing where the largest oil reserves lie:
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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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