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AsDéja vu Rhymeand Unfolding BearTwists and Turns, Seek Opportunity and Maybe Buy Well and Hold

The U.S. miderms are finally behind us and given the election of the Democrats in Congress things could

begin to heat up orthe Mueller investigation. It may have started with the firing the very next day of Attorney
General Jeff Sessions. That brought us to recalling the events of 45+ years ago and Watergate, a President
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same way but it does rhyme. It was also a period of the 18¥31 bear market when the Dow Jones

Industrials (DJI) fell 45% and other indices lost even more. But it was also a period that saw a bigypichp in

prices. Our duaChart of the Véek(page 33)Jooks at those events and the performance of both the S&® 5

and gold during that period.

Our opening essay looks at bear markets on how they unfolded and how so many of them take years even
decades tayet back to brealeven for those that bought at the top of the bull. We believe we have entered a

bear market and explain whindeed, the Canadian Dividend Strategy has begun allocation to astdhed

markets take many twists and turns and it is bymeans a straight down affair. Often the first year of an

emerging bear sees numerous ups and downs and pundits declaring that it is just a consolidation within the
f2y3 GSNY odzZ td | yiAaAt Al AayQid lye f awh3®E0%Woy R a2 YSi
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good companies and hold them forever. The Fed met this week and left interest rates unchanged as expected.
But they continued with theimantra of another rate hike this year and potentially 3 more next year. Bonds

rallied at the end of the week while tHeecessiorWatch Soread(page 23narrowed small.

There are signs of a building bear in the massive amount of debt globally, tradeulitisal wars, the rise of

right-wing populism, global tensions amongst the great powers, and, fracturing relationships globally. And

closer to home a slowing housing market and rising delinquencies. A decade after our Lehman Brothers
momentthereremaid | f 20 6NRy3 YR YdzOK 2F 4KIFGQa oNRy3A o4l &

But a bear market can also be an opportunity as while the market goes down something always goes up as
well.

Have a great week!

DC
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It may come as nho surprise that most investors underperform theketa or even lose money. According to

one study, the average active stock investor from 1997 to 2016 earned 3.98% vs. a return of 10.16% for the
S&P 500. The same would probably hold true for Canada. Most traders lose money (some estimates have it as
highas 95%) and eventually give up. Many investors underperform because of a lack of understanding of
economic and investment cycles and/or they jump around too much from one investment strategy to another.
Or they chase the flavour of the day, only to getiglat at the top (FAANG stocks, marijuana stocks,-high
tech/dot.com stocks in the late 1990s). What has been proven is that the slow, steady approach is the eventual
winner. The shorterm may hurt sometimes, but over time, the market keeps on rising.

Grant you, that can take some time. Following the crash of 1929 and the Great Depression and war, someone
who bought the market at the top in 1929 had to wait until 1958 on an inflatidjusted basis just to get back

to breakeven. Twentynine years is a laptime. The same for someone who bought at the top in 1966. The
YIFEN] SG RARYy Qi o0 NBddjuste$s@sssyagath vintill1995griy, & petiod af 29ears. This time
around investors were lucky. Someone who bought the top in 2000 only had tamt#i2014 to break even.

Still 14 years is a long time.

Today there are markets that have been in mytar bear markets. Using the term bear market may be an
overstatement, as even loAgrm bears have bull and bear moves within them. Two marketsdbme to

YAYR FNB / KAYlI Q& {KIFIy3aKIA {201 9EOKIy3S o6{{9/0 Iy
October 2007. Eleven years later the SSEC remains down 57% from that top. That is despite a strong bull run

up in 20142015.

The TKN has fad even worse. The TKN topped way back in 1990. Twatghyt years later, the TKN remains
down 43%. Again, that is despite two bulls: 22307 and again 20@present.
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For twentyeight years, the Japanese economy has been going through a series of recessions and feeble
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Chinese economy has been growing at a slower pace. There are signs the Chinese economy will continue to
show slower growth. Interesting story that there are 50 million empty apartments in China. That is a lot of
apartments to fill. It suggss to us that there are, no doubt, problems in the real estate sector and the need to

build more units is most likely neexistent.
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Slower growth in China has global implications. The SSEC is currently trading belgeaitd#h and its 40
week MA leved that suggest that the SSEC is already in a bear market. The TKN continues to hold above its
breakdown point that could define a bear market from a bull market.

The EU markets, as represented by the STOXX Europe 600 Index, has failed over a pehiee ofyeigrs to

fully recoup the highs of 2000. Now the STOXX is breaking down undemitektand 4 S NJ a! Qa >
suggesting it may be entering a new bear market. The euro economy has grown only at a feeble pace for years,
despite years of QE and ultlew interest rates The euro area has serious banking problems in Italy and

banking problems continue in Greece, Spain, Portugal, and elsewhere. There are signs of slowing growth in the
EU. The yeaoveryear GDP reported for Q3 2018 showed a sharp slowimg @2, with Q3 growth of only

1.7% vs 2.2% in Q2. Growth peaked back in Q3 2017 at 2.8%. Since then it has been all downhill.

$STOXXG00 STOXX Europe B0 Index (EOD) INDX StockCharts com
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The Canadian market has not fared much better than otharkets. Since topping in 2008 the TSX Composite

has gained only 1.2%. Ten years is a long time to effectively make nothing. That is, assuming you survived the
2008 financial collapse.

$TSX TSX Composite Index TSE ®StockCharts.com
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Since 2009, global stock markets have been on a tear, fueled by record low interest rates, endless rounds of
guantitative easing (QE), and record amounts of debt. The result has been a bubble in manymsideks,
housing, and especially debt. If oaely looks at the rurup from March 2009 it appears as if stocks are the

only place to be. The S&P 500 is up 282% in that time frame to lead the pack. It would also appear that gold is
not what you want to own. Gold is up only 30% in the same period. Behwne looks at the performance

since the beginning of the century the picture is different.

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
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Many people have rightly noted that despite a yebnsg historical bull market their FFR or their 401K is not
growing. It is easy to see when putting it in a lonrtggm perspective. A 50% correction such as one

experienced in 2002009 requires the market to rise 100% just to get back to break even. So maybe 2009 is
not the best spot to masure the longerm success of the market. Noting how the markets have performed
since the beginning of the century is a much better perspective. 2000 marked the top of the long 1980s, 1990s
bull market. What followed that top were two of the worst bear rkats in modern history.

From 2000 to 2002 the S&P 500 fell 50%. The decline from 2007 to 2009 was worse: down 58%. The S&P 500

crawled back to break even with the 2007 top only to fall once again. It took until April 2013 for the S&P 500 to
regain the 207 high.
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$SPX 58P 500 Large Cap Index INDX ® StockCharts.com
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Despite topping in 2011 and experiencing a seven year and counting bear market for gold, it remains the best
performer since 2000, up 324%. Gold is a hedge agetiisst in government and the economy. It was

interesting to note as the markets fell into a bear in 262002, gold was rising. While gold initially fell along

with the market in 2008 it recovered sooner and was the leader out of the worst market desirethe

Great Depression. From the bottom in November 2008 to its high in September 2011 gold was up 180%.

From 2000 to the present, the S&P 500 has gained only 91% or roughly 5% per year. But as one can see, there
were the two big interruptions in 20@2002 and 20072009. The Shanghai Stock Exchange (SSEC) gained 93%
odzi Ada trad G2LI 1a ¢S alg sta Ay wanntd [ FylFRFEQa ¢
but one has to choose carefully which sector to be in. Bringing up the réss Bokyo Nikkei Dow (TKN), up

2dza i dzy RSN mt: 6KAES GKS 9dzNB { G2EE cnnX GKS 9! Qa «

We have noted that the rally since 2009 has been narrow, led primarily by the FAANGs (Facebook, Apple,
Amazon, Netflix, and Goa@!
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$SPX 58P 500 Large Cap Index INDX @ StockChartscom
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The chart above again shows the performance since 2000. One can see the dominance of Netflix. Strip the
FAANGs out of the S&P 500 and the performance becomes considerablytdsstay shows high flyers can,

G KSY GKS Ydzaa O aid2Llazé RNI3I GKS YIN]SG R26yd bSiTFT
hit with a $5 billion fine in Europe. Facebook has been facing problem after problem with breaches and
ongoingpressure on chairman and founder Mark Zuckerberg to step down. Apple is facing potentially serious
O2YLISGAGA2Y FTNRBY [/ KAYIlIQa | dz 6SA®

¢tKS ai201 YINySGa KIFE@S 0SSy 2y | GSIENI AaAyOS Hnngpd
end. We have nad that the recent plunge in the markets saw the S&P 500 fall all the way back to just above

its April 2018 low, effectively wiping out all of the gains since then. The market also closed undedéy 200

MA. This is signaling to us that the bull markeittbegan in March 2009 may be over and that a new bear may

be underway. Absolute confirmation would come when the market takes out the February/April 2018 lows.

Still, a bear market has many twists and turns. A reminder that, during theg200@ declinethe market put

in many ups and downs before succumbing in the latter part of 2001 after the events of 9/11. Even during the
20072009 decline, the market went back and forth for several months before collapsing in September 2008.

Our expectations are nafferent this time.

We have often talked about cycles, noting in the past the potential presence ofaafxycle and its half
cycle derivatives 37.5 years and 18.75 years. Cycles tend to divide into twos and threes. Theyé8rtycle
appears to divde into threes a 6.25year cycle (ranged® yearsj but it could also be a hatfycle of 9.375
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years (range @11 years). 1974 proved to be a halfcle low from 1932, while 2009 appears to be the
culmination of the 78ear cycle, coming as it did 77 yeatel. The 18.7%ear cycle has a range ofd3&

years. It is possible from 1974 that the 18y#ar cycle bottomed in 1987 and again in 2009. Major cycle lows
such as the 75 and the 3a/®ar cycle often saw a secondary collapse sogih§ears after the pmary

collapse. The 19371938 collapse would qualify dating from 192932 as would the 1980982 stock market
decline dating from the 19%3974 collapse.

For the 6.25cycle low (range B years), we note, counting from the key 1974 low, important lows382 (8
years), 1987 (5 years), 1994 (7 years), 2002 (8 years), and 2009 (7 years).

From the 2009 major low we noted an important low in 262616 coming 6/7 years after that low. That was

most likely our 6.2%ear cycle low. The next one is due in 262023 or maybe out to 2024. That is when the

f2¢6 A& RdzST y2i ¢6KSYy GKS YIN]JSG ONBataoe ¢KS G2L1a Ol
come until 1932, 2002, and 2009. Given signs that we may have topped now, it may not be the time to be
complacent going forward. If history is any guide, our expectations are for a decline of 30% to 50% (or more) to
GF1S LXIOS 208N GKS ySEG ¥S¢ &SIENBR® LG 2dald 62y Qi ¢

Bitcoin Watch!
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Sourcewww.coindeg.com

The boredom continues. Bitcoin traded in a narrow range during the week between $6,300 and $6,500. Seems
the spread is becoming increasingly narrow. Over the past month the range has been roughly between $6,100
and $6,700. Since miOctober that raage has narrowed again. As Bitcoin approached $6,500 on November 7
bullish stories abounded that the breakout was eminent. That quickly soured as Bitcoin fell right back and the
stories turned bearish.
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So, which is it? Bull or bear? More likely bear, featlly Bitcoin needs to break under $5,800 to confirm that a
bear decline is underway. Until then, the range trading should continue even as it appears it is becoming
narrower.The trouble is, the universe is just not expanding for Bitcoin and the crygtes, as the number of
cryptos growsThe industry must grow or it will dieor at least become mortally wounded. We have, from the
start, stated we believe the universe cannot deal with so many cryptos and many (most) will just die. As well,
unless the unierse expands for usage Bitcoin and cryptos are in danger of extinction.

What is the point as regulators circle? Anonymity was the appeal. But regulators want transparency and you
OFyQli KIF@S 0620K®

The market cap of all cryptos, as of Friday, Novembea8,$212.3 billion, up $6.2 billion on the week. The
number of cryptos listed at Coin Market Cagnviw.coinmarketcap.comrose to 2,093, up one from the
previous week. There were 16 cryptos listed as having &ehaap of $1 billion or more, led by Bitcoin with a
market cap of $110.9 billion. The number of dead coins listed at Dead @oimsdeadcoins.comfinally rose
to 936 from 929 the previous week.

Nothing more redy to say. Breakout is over $6,800 and breakdown is below $5,800. But the coil appears to
suggest it should be a breakdown. But an upside breakout cannot be ruled out. If it did, it would be most likely
a false breakout.

$NYXBT Nv'SE Bitcoin Index (EOD) IND ® StockCharts.com
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MARKETS AND TRENDS
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(5.8)%
(23.4)%
0.9%
(10.3)%
(56.3)%

(25.4)%
(17.2)%

32.9%
23.0%

(51.0)%
(52.8)%

5.2%
(5.2)%
(5.6)%
(3.9)%

(1.0)%

(7.7)%
(17.6)%
(8.8)%

3.4%
(18.8)%

(0.4)%
26.1%

Trends

Daily (Short
Term)

down (weak)
neutral

down (weak)
down
down
down

down (weak)
down

down (weak)

down
neutral

up
down
down
down

down

neutral
down

up

up
down

down
up

Weekly
(Intermediate)

neutral
up

down (weak)

down (weak)
down
down

down
down
down

down
down

up
down
down
down

down

down
down
neutral

up
down

down
up

Monthly (Long
Term)

up (topping)
up (topping)

up (topping)

up (topping)
up (weak topping)

down (weak)

up (topping)
neutral
neutral

down
down

neutral

neutral

neutral
down

down (weak)

down (weak)
down
down

up
up (weak)

up
up

Sourcewww.stockcharts.combDavid Chapman
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$SPX S2P 500 Large Cap Index INDX @ StockCharts.com
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The S&P 500 may have completedhadse dow structure in October. It penetrated the ttpend line from

the March 2009 low (the blue line). The rebound has taken us back to thddy0DMA and just below the 50

day MA. This could signal the end of the first wave of a corrective pattern that shoigldl wver the next few

months. As we explain below, we expect that a choppy market could follow over the next several months

before the market succumbs to a deeper plunge, possibly later in 2019 and into 2020. While we fell short of

taking out the FebruafMarch lows we did take outthe 20R I @ a! ¥ &2YSGKAY 3 6S RARYC
February/March. This suggests we have now entered a bear market. But again, as we explain below, an

unfolding bear is not just about plunges that endlessly go down but all sorts o§ttbakgive everyone hope.

We expect to also see a number of bullish stories that this is just another correction as in February/March and
GKS YIFENJ]SG gAff NBO2@SN) G2 yS¢ KAIKAI a2-ivedat GKS F
not exeed the September high by much. It will also become a market for traders who will buy the dip, and

then unload into the rally. This plunge effectively wiped out all the gains from the March low. Following a 9

year bull market we believe that it will be folved by a 3year bear market that could wipe out 3@%©%.
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The NASDAQ), dominated by the highh stocks, took quite the tumble in September/October, losing at one
point about 15%There appears to be a distinciave decline from the August high. That suggests to us that
this is a wave of primary degree and another signal that we could be in the early stages of a new bear market.
Unlike what happened in February/March 2018, thisd the NASDAQ plunged through the 208y MA. The

green line is the wirend line from the March 2009 low so it fell just short of that. It may not be so lucky the
next time. Resistance is up to 7,700 and 7,900. Only above 7,900 are new highs possible.
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$RUT Russell 2000 Small Cap Index INDX p @ StockCharts.com
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It appears as if the Russell 2000 just fell off a cliff. The market peaked back in August, and then in September
therewasaminODNJ} a K GKIF G0 RARY QU Sy Roldahé Russell 2000 &Il &vaf B6%2THe h O 2 ¢
blue line coming up is the trend line from the March 2009 low. The red trend line was the trendline up from

the February 2016 low. So, while the-tipnd line from the 2009 low remains intact, it may not last thatyw

But first the rebound rally that could easily take the Russell 2000 back to 1,600 or even somewhat higher. Only
regaining 1,700 would suggest that new highs are possible.
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We are showing this chart of the S&P 500 202 to show that the markets in a bear do not go straight

R26y®d® LYRSSRX ¢6KATS GKS {3t pnn G2LIISR Ay al NOK HAJ
the S&P 500 was quite choppy in a backiforth manner. Even after it broke, there were significant upswings

in March/April 2001 and again September 2001/February 2002 before capitulation and the collapse into the

final low. We call these waterfall declines because of the way the market chopsdairoardownward motion,

plunges (a waterfall), and rebounds back only to plunge agiithowed by another rebound and then the

final plunge which is usually the worst. Overall, this took almost three years from start to finish. Expect the

current bear to bllow a similar path. The first year could be a choppy affair that even sees new highs

occasionally.
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