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K economy, market odds, repo injection, complacent VIX, golden value, energy divergence

Welcome to 2026. It appears to be starting off with a bang. 2025 was a stellar year particularly for those in the
precious metals (gold, silver etc.). The Santa Claus rally so far is a dud. A bad sign for 20267 It hasn't meant
much in some other years.

We review 2025. Stock markets are up while the economy is slowly deteriorating. They call it the K economy.
Can markets continue to rise in 2026 even as unemployment rises? Odds are against it. They are trying to keep
the market alive. QT has stopped and QE takes over. There has been a series of repos from the Fed recently.
That puts cash/liquidity into the financial system. The money has to go somewhere.

Complacency reigns. The VIX Volatility Indicator has moved into complacent territory. We feature the VIX as
our chart of the week (page 11). 2025 was a golden year or maybe more correctly a silver year. But gold is
more valuable and rarer. Gold is the safe haven and has been for over 3,000 years. But to be fair gold has not
always been the currency/money of choice. But it holds its value.

Energy has been the weakest link. Oil prices fell in 2025 thanks to a growing glut. Despite that, the energy
stocks rose in 2025. A potential positive divergence? A signal that oil's days of lows are numbered? For
example, Peyto Exploration and Development Corp. reported increased funds from operations, higher
earnings, and reduced net debt, pays a dividend, and is held in the Enriched Capital Conservative Growth
Strategy.* Energy was not the place to be in 2025. But will it become the star of 2026? There are positive
signs.

We wish all our readers a Happy New Year. A more regular report will be back.

Have a great week!

DC

* Reference to the Enriched Capital Conservative Growth Strategy and its investments, celebrating a 7.83 -year
history of 142.73% growth (annual 11.99%), 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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“I’'m not nearly so concerned about the return on my capital as | am the return of my capital.”
—Will Rogers, American vaudeville performer, actor, humourist/social commentator, born in Cherokee
Nation in Indian territory (Oklahoma), star of silent films and talkies; 1879-1935

“If more of us valued food and cheer and song above hoarded gold, it would be a merrier world.”
—J.R.R. Tolkien, English writer, psychologist, famous for his fantasy works Lord of the Rings (1954—1955),
The Hobbit (1937); 1892—-1973

“I'd be a bum on the street with atin cup, if the markets were always efficient.”
—Warren Buffett, American investor, philanthropist, CEO of Berkshire Hathaway, known as the Oracle of
Omaha; b. 1930

A Look Back on 2025

If we were to describe the world of 2025 in one word, it would be “divided.” Divided — economically,
financially, politically, geopolitically, and socially. At the center there would be climate change as it fits into all
the categories.

Economic — supply chain interruptions, reshoring, formation of economic blocs, growth and inflation, control
of critical minerals and Al

Financial — humungous debt, tightening liquidity, different asset performance, declining sentiment, rising costs
of climate change

Political — polarization, the rise of authoritarian governments, decline of democracy, lack of consensus,
unstable coalitions

Geopolitical — a multipolar world, breakdown of the global world order, sanctions, trade barriers, rich
countries vs. poor countries, risk of global war

Social — generational divides, urban-rural divides, massive information overload, misleading information and
disinformation, inequality (i.e., the richest 1% hold 45% of global assets). One man, Elon Musk, is now listed as
having a net worth of $744.6 billion (according to Forbes Billionaires List), making him effectively the 22"
largest country in the world. The top five wealthiest men (yes, they’re all men) are collectively worth $1.7
trillion, making them equivalent to the 16™ largest country in the world. The bottom 50% hold less than 2% of
global assets.
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Global Debt vs. Global GDP

Year Global debt Strillions Global GDP Strillions Debt/GDP %
2000 $90 $33.9 265%
2020 $275 $85.9 320%
2025 (est.) $335 $114.0 294%
U.S. only - 2025 $106 $31.7 334%

Source: www.imf.org, www.worldbank.org, www.iif.com, www.stlouisfed.org, www.usdebtclock.org

Against this background, it seems crazy that global stock markets continued to rise in 2025. But then it is the
picture of the K economy: the stock market rises while consumer sentiment falls. Adding to this is job growth
that has flatlined, even as the economy continues to exhibit growth thanks to consumer spending. Then there
is the canary in the coal mine: precious metals (gold, silver, and platinum), the ultimate haven in times of
economic stress, political polarization, fragmentation of the global world order, and massive debt. Precious
metals have no liability, unlike paper assets such as stocks and bonds. Precious metals are a store of value
against inflation/deflation, declining currencies, market volatility, and rising debt. Today, precious metals make
up only about 3—4% of global assets. They are under-owned even today, despite the sharp rise in prices.

Rest of page blank, table on next page
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Source: www.stockcharts.com, www.tradingeconomics.com
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Stock Market vs. Consumer Confidence — The K Economy 2015-2025
The Rich get Richer, Everyone else — Meh!
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Source: www.tradingeconomics.com, www.umich.edu
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The Economy

U.S. GDP Growth vs. Consumer Sentiment 2015-2025

Source: tradingeconomics.com
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Is the K economy alive and well in the real economy as well? The preceding chart seems to suggest that. We
have an improving or at least steady GDP growth. Q3 expanded, surprisingly, by 4.3%, annualized. They
expected 3.3%. So far for 2025, the U.S. economy is expanding at 2.5% which is about as expected, given the
negative Q1. The year is still only expected to be at +1.9% growth, given we await Q4 and the more negative
impact of the government shutdown and rising layoffs. None of those have hit yet. Advanced estimates of GDP
growth were never released because of the shutdown. Nonetheless, the expected 2.5% annual growth today is
about how the economy has performed since the Great Recession of 2007—2009.

We have the conflict of an expanding economy, coupled with very negative consumer sentiment. What gives?
So, what happened to give the kick to Q3 GDP growth? Imports fell; exports rose. That’s positive for GDP. But
the real kicker was consumer spending. Consumer spending adjusted for inflation rose 3.5%. Shop till you
drop? That's the highest since 2024. Government spending also rose, particularly for defense, while
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investment spending fell even as Al spending rose, but residential spending fell. Consumer spending spanned
all categories — services, durable and non-durable goods.

All this leaves the divided Fed in a quandary. The economy is hot (or, okay, at least quite warm), inflation is
sticky, unemployment is rising, the consumer is still spending, but sentiment is in the cellar. What do they do?
They have already stopped any quantitative tightening (QT). There has been quite a spate of repos of late
(repos, or repurchase agreements, put money into the financial system as the Fed buys U.S. treasuries from
banks, giving them cash). Expanding money supply, a rise in the Fed balance sheet, and talk of rate cuts in 2026
(some are calling for four) are inflationary. Do you cut when inflation is rising and the economy is still showing
strength?

With many struggling to put food on the table (and making sure they don’t get sick) and consumer debt rising

along with delinquencies, the well-off are the main drivers behind consumer spending. They are less sensitive

to inflation, and they are the ones becoming wealthier, thanks to the roaring stock market. The rich get richer;
everyone else — meh!

President Trump has been putting considerable pressure on Fed Chairman Jerome Powell. He’s announced
that he will name a successor in January (Powell’s term ends in May). Will the new Fed Chairman be the
president’s toady or remain independent as he is supposed to? If the appointee is perceived as following too
closely to Trump’s wishes, that’s bad for the economy, bad for confidence in the U.S. and the U.S. dollar, and
ultimately bad for the world and the stock market. The Fed’s independence is paramount.

M2 and Fed Balance Sheet 2003-2025 Sbillions
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Money Supply (M2) is already expanding. The Fed’s balance sheet is also starting to expand once again. All this
is ultimately inflationary, putting the Fed in a quandary.
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The Stock Market

Price Performance for Selected Indices 2025
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It was difficult finding any stock markets that were down in 2025. New all-time highs prevailed throughout the
year. The major U.S. indices consistently made new all-time highs. Okay, except for the Dow Jones
Transportations (DJT), which today is still down roughly 5% from its all-time high seen in November 2021. It is a
lingering, unresolved divergence with the Dow Jones Industrials (DJI). (Dow theory says the indices must
confirm each other.) One stock market index that did put in a negative performance in 2025 was the OMX

Copenhagen 20 Index of Denmark. It fell roughly 25%, largely because of one heavily-weighted stock, Novo
Nordisk, which accounts for over 40% of its market. Novo fell some 48% in 2025.

Otherwise, it was green all around. Hordes of liquidity, falling interest rates, and government deficits were
major contributors. The “Liberation Day” April 2025 mini-crash was the only significant blight on the year. After
that, it was on to higher levels. As we close out the year, the Fed is once again pumping the financial system
with a series of repos (not seen since 2019/2020 before the pandemic crash — see chart) and clear signs that
guantitative easing (QE) is once again becoming popular. Add in the odds of further rate cuts and government
deficits plus insatiable borrowing, and even in 2026, markets could just keep going up. Until they don’t.

Apparently, a big winner was Palantir (PLTR), which was up some 136%. But then we ignored the mining
stocks. Another big winner was Warner Bros. Discovery (WBD), up some 175%. All that was thanks to the
bidding war for the company. In Canada, Celestica (CLS/TSX) gained over 190%. Of the mining and materials
stocks, Orvana Minerals (ORV/TSX) stood out, up a whopping 723% in 2025. The TSX Materials Index (TMT)
was up 98.2%, Metals & Mining (TGM) was up 82.5%, and Golds (TGD) were up 142.7%. Happiness all around.
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Did any loser stand out for us? Yes, Trump Media (DJT) fell 61.2%, down like Trump’s approval ratings. We are
sure there are others whose performances were sub-par. Otherwise it was a stellar year. The 10% who own
some 90% of the stock market made out like bandits. As for everyone else? Meh! Inequality grows.

Return of the Repos 2020-2025
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The one big thing we notice with our chart for the S&P 500 is that it, along with Dow Jones Industrials (DJI),
recently saw new all-time highs, but NASDAQ did not. A divergence? Naturally, time will tell. Notably, stocks
have been turning down this past week. The so-called Santa Claus rally lasts the last five days of the old year
and the first two days of the new year. So far, the S&P 500 is down 1.1%. When Santa Claus fails to call, the
bears may come to Broad and Wall. Except the last three years saw a mildly negative Santa Claus rally.
Certainly didn’t impact 2025. No, the indicator is not fail-safe as a predictor for the stock market in 2026. There
also comes the first five days of the new year and the January effect. As January goes, so goes the market for
the year, according to the saying.

Our chart of the S&P 500 shows that it’s potentially on the edge of a breakdown of what appears to be an
ascending wedge triangle. It's got room to rebound and once again see new highs. If we do break down, we
need to first take out that December low at 6,720 and the November low of 6,521. The 200-day MA is near
6,300 so that could be a logical target. Under 6,200, a more pronounced breakdown could get underway. For
followers of the TSX, the breakdown points are under 30,000. The 200-day MA is near 28,000. Under 27,000, a
more serious decline could get underway.

Yield spread: junk bonds vs. investment grade ‘ ’

1.60% |

Jan 2025 Apr Jul Oct

Source: www.cnn.com — fear and greed indices.

There are numerous signs of excess in the market. One overlooked one is the spread between junk bonds and
investment grade bonds. Currently at around 1.23%, it’s a clear sign that investors are willing to accept

more risk. The most closely followed indicator is the Fear and Greed Index / VIX Volatility Index. It is currently
showing some complacency, even though at these levels the indicator is neutral. The VIX rises as the stock
market falls and vice versa. It’s best to look at the VIX over time rather than on any one day. The recent rise in
the stock market has had the VIX falling. Note that it was lower during 2023-2024. Under 15 indicates
complacency. The VIX was last at 14.74.
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Chart of the Week - VIX Volatility Indicator
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We are not going to argue against the stock market going higher into 2026. With the Fed cutting interest rates,
pumping liquidity into the system (QE), and continuing to borrow, the liquidity is there and all that money has
to go somewhere. The wealthy 10% and the institutions are the biggest beneficiaries.

However, the warning signs are there. Valuations are too high. Complacency reigns. The economy, which
should be faltering, is instead still showing signs of life. But as the effects of the U.S. government shutdown
dissipate, we may soon see numbers reflecting a sinking economy. On January 9, we get the December job
numbers for both the U.S. and Canada. Markets do not announce turning points, but they do leave traces. Are
we paying attention?
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Tobin’s Q ratio stands at a lofty 1.98, the highest in a century (corporate equities, liability/corporate business,
net worth). That’s 2.4 times the long-term average of 0.84. Notably high levels of the Q ratio appeared in the
mid-1960s and in 2000. What followed was the 1970s’ decade of back-and-forth markets going nowhere and
the 1973-1974 bear. The 2000 peak was followed by the dot.com crash and the financial crash/Great
Recession. Heed the warnings.
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Gold and Precious Metals (Energy too)

Gold plus other Selected Commodities Price Performance 2025
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2025 was a golden year. Or, more specifically, it was a silver year. Gold rose an impressive 64.5% in 2025. But
silver was up 146.8%. Platinum was no slouch, up 130.0%. For the precious metals it was the best year since
1979. And, less we forget, the precious metals stocks benefited with the Gold Bugs Index (HUI) up 154.6% and
the TSX Gold Index (TGD) up 142.8%. Apparently, the big winner was Orvana Minerals (ORV/TSX), up 758% in
2025. Can they do it again in 20267 Certainly, the conditions remain that propelled the precious metals to a
record year. Global geopolitical tensions, domestic political tensions, the rise of right-wing populist parties and
the decline in democracy, uncertain economics, and growing debt are everywhere. Gold is the safe-haven.
Increasing safe-haven demand is a sign of stress in the global economy and financial system.

The real story of 2025 is silver. Some are saying that precious metal stocks, particularly silver, are acting like
meme stocks. Silver as GameStop (GME)? Hardly. Silver is a metal in high demand for solar panels, EVs,
electronics, medical tech, Al, and more. The trouble is that physical silver is in short supply. Now China has
placed export controls on silver, tightening supply chains even further. China is the world’s second largest
silver producer, behind Mexico. But China only produces a bit over half of what Mexico produces. Peru is just
behind China.

While physical silver is in short supply, paper silver (i.e., silver futures and other derivatives) is a humungous
market. There are 356 ounces of paper silver to one ounce of physical silver. There are those who are short
silver futures, thus providing a potential source of buying to cover offside shorts. Then along came the Chicago
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Mercantile Exchange (CME) and, amidst concern over the growing frothiness in the precious metals markets,
they raised margin requirements. That helped cause the huge hiccup decline on December 29. An outside day
reversal from record highs. Silver fell nearly 9% that day. Forced liquidation. Rumours that a financial
institution (unknown at this time) was going under as the result of failure to meet the margin call.

But that’s the paper market. Over in the physical market there are growing shortages. They are paying
upwards of $80/ounce in Shanghai, a significant premium, to New York. Companies are seeking deals with
silver producers at $80/ounce. Silver is trading at $80/ounce at SilverGoldBull (www.silvergoldbull.com,
www.silvergoldbull.ca). Spot silver is above futures silver. That’s called backwardation. Silver is trading at
$130/ounce in Japan, $106 in Kuwait, and $97 in Korea, reflecting this divergence in the paper market vs. the
physical market. These levels are based somewhat on hearsay. But is a bank about to implode? Banks face a
possible liquidity risk on silver, but is bankruptcy imminent? Not necessarily. Futures traders are demanding
physical silver as settlement rather than cash or rolling contracts, adding to the supply woes. An excellent
article in much more detail and depth than we can provide is found on the CCN site
(https://www.ccn.com/education/crypto/silver-130-vs-71-physical-repricing-banks-collapse-bitcoin-crash/).
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If there was an outside day reversal in silver (note: gold did not do the same thing), then we could have a bit
more correction time ahead of us. Maybe this shouldn’t be a surprise. The 2011 high near $50 (inflation-
adjusted) is $72 today. A huge cup and handle formation, formed from 1980 to 2022 suggested $71 as the
initial target.

That we have exceeded that level but are currently correcting near it suggests to us that once this correction is
over, we should move to the next target near $100. The inflation-adjusted high of 1980, also near $50, is $197
today. Could we do it? Many believe we can.

Gold/Silver Ratio 2000-2025
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The system is broken. The rush into physical silver and gold reflects a growing malaise. Distrust is everywhere:
in the economy (trade wars, rising unemployment, sticky inflation, sliding GDP), in the political realm
(geopolitical and domestic), and in paper assets (bonds, stocks, derivatives). The result is a move out of paper
assets and fiat currencies into physical assets: i.e., gold and silver. The debt is not a cyclical problem —it’s
structural. Examples of debt blow-ups litter history. Banking crises, debt crises, and political crises resulting in
revolution, civil war, or global war are not accidents. They happen with regularity. The Great Depression,
followed by World War Il but preceded by the Roaring Twenties — a period of excess, inequality, and
transformational technological advances — was not an accident. This time is not different. It will happen again.
Are we on the cusp of something similar?

The gold/silver ratio has broken down sharply in favour of silver. Last at 54.84, the 2011 low near 31 is within
sight. The pattern suggests a fall to at least 42.
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The bull market for both gold and silver is not over —it’s just on pause. Last week’s hiccup was not
fundamental. It was manipulated. We could be sitting on the cusp of a further breakdown for gold.
Nonetheless, only a breakdown under $3,900 would be of major concern.
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Energy, Oil, and Gas
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Is oil once again poised to outperform? The U.S. attack on Venezuela on the weekend may change the
narrative. Up until now the world has been plagued with excess oil supply as supply exceeds demand. Neither
the Russia/Ukraine war nor threats against Venezuela, including seizing alleged sanctioned ships, have stirred
oil prices. But will the attack on Venezuela change the scenario? President Maduro was seized. Meanwhile, the
regime remains in power, even if Maduro isn’t. Venezuela holds the world’s largest reserves of oil, some 303
billion barrels. However, their facilities are underused and lacking in parts, resulting in Venezuela being only
the world’s 12" largest producer. China is the main recipient of Venezuelan oil.
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Adding to the uncertainty are threats against Iran. Iran remains the world’s seventh largest oil producer and
holds the world’s fourth largest reserves. Iran is also the world’s third largest producer of natural gas, holding
the world’s second largest reserves. The U.S. has threatened further attacks on Iran. Iran borders the Straits of
Hormuz where between 25% and 30% of the world’s oil flow through. Iran does not have the capability to
block the straits, but it can seriously disrupt them. Again, China is the main importer of Iranian oil.

Where all this is going is unknown. Cyclically, oil prices made their last significant low during the pandemic of
2020. Oil has shown a fairly consistent cycle of 36 years and 12 years. Thus, 18 and 6 years also become
potential periods for lows. The last major low in 2020 was both a 36-year and a 12-year cycle low. Six years
hence would lead us to 2026 where we are now. The events are unfolding. Will it be a low?

The oil/gold ratio has been favouring gold since a peak in 2008. That ratio is also at a level that could suggest a
forthcoming low for oil. The events going forward will prove whether the cycles and signals are working in
favour of oil. Wars in oil-producing nations are often the prime catalyst for rising prices. Iran and Venezuela fit
the bill. And China is the main recipient of their oil exports. Add to this China’s export controls on a wide range
of rare earths and now silver, all essential to U.S. industry. Tensions are growing between the U.S. and China. Is
the target of the U.S.’s attacks on Venezuela and threats against Iran really China?
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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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