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Dear Global Investor,              October 31st, 2021 
 

RE: INTAC Investment Commentary 2021-Q2 
 
This INTAC Investment Commentary 2021-Q3 (“IIC”) covers the following topics: 
 
 INVESTMENT PERFORMANCE VS. RELEVANT BENCHMARKS REVIEW & ANALYSIS 

(Pages 2 - 5) 
 
 UPDATE ON SOME CURRENT INVESTMENT POSITIONING AND POTENTIAL 

INVESTMENTS & STRATEGIES (Pages 6 - 10) 
 
 BRIEF DESCRIPTION OF THE CURRENT INVESTMENT STRATEGIES, STUDIES, 

ANALYSIS, AND INDICATORS USED TO ASSIST ME WITH GENERATING INTAC’S 
STELLAR RELATIVE AND ABSOLUTE PERFORMANCE SINCE 2015-YE (Pages 10 to 11) 

 
 REBALANCING & WHERE WE ARE IN THE ONGOING GOLD AND PRECIOUS METALS 

MINING SHARES / FUNDS / ETF’S AND/OR GOLD AND/OR SILVER BULLION AND/OR 
RELATED INVESTMENTS (“G&PM”) SECULAR BULL MARKET (Page 11 to 12) 

 
 AS PREDICTED INFLATION IS ADVANCING IN A TWO STEPS FORWARD ONE STEP BACK 

PROCESS... THIS SECTION CONTAINS VALUE ADD RESEARCH ON THE EVER IMPORTANT 
& EVOLVING INFLATION DYNAMIC INCLUDING G&PM CONSIDERATIONS FOR THE 
SHORT, MEDIUM, AND LONG TERM (Pages 12 – 42) 

 
 GEOPOLITICS - CHINA WILL ENSURE TAIWAN’S UNIFICATION... EVENTUALLY... JUST NOT 

NOW... MEANWHILE, THE US PREPARES FOR THE COLD WAR WITH CHINA WHICH WILL 
INEVITABLY DEVELOP INTO A HOT WAR (I.E. OVER TAIWAN) (Pages 42 – 44) 

 
 BCA RESEARCH’S 42nd ANNUAL GLOBAL INVESTMENT CONFERENCE (Pages 44 – 64) 

 
 SPROTT GOLD REPORT - IT'S SHOW TIME FOR THE FED BY JOHN HATHAWAY (Pages 64 – 

74) 
 
 LIST OF IMPORTANT CALENDAR EVENTS THAT CAN AFFECT THE G&PM SECTOR (I.E. 

FOMC MEETING & NFP DATES FOR 2021) (Pages 74 – 75) 
 
 CONCLUDING REMARKS & CHART TIMELINES (Pages 75 – 81) 

 
 PLEASE READ IMPORTANT DISCLAIMERS AT THE END OF THIS COMMENTARY (Page 

82) 
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INVESTMENT PERFORMANCE VS. RELEVANT BENCHMARKS REVIEW & 
ANALYSIS: 
 
The INTAC Investment Philosophy Aggressive has GAINED 285% in USD terms since 2015-YE to October 14th, 
2021, and these returns are net of all management fees and all expenses.  SINCE 2015-YE, MY MULTI 
STRATEGY - MODEL DRIVEN G&PM INVESTMENT MANAGEMENT PROCESS HAS DELIVERED 
SIGNIFICANT OUTPERFORMANCE/ALPHA, RELATIVE TO ALL G&PM ETF’S / FUNDS / & 
INDICES AND RELATIVE TO MOST ALL FUND MANAGERS GLOBALLY (i.e. that we are aware of). 
My multi strategy – model driven - G&PM investment and risk management process commenced on December 
31st, 2015, and has significantly outperformed all relevant and comparable G&PM Strategies and G&PM Mining 
Indices since 2015-YE (i.e. that we are aware of).  Specifically, INTAC has significantly outperformed all non-
leveraged G&PM Mining ETF’s, all leveraged G&PM Mining ETF’s, all actively managed G&PM Mining Funds, 
and all G&PM Mining Indices, in USD dollar terms, as well as Gold Bullion and the S&P 500 Index (not a relevant 
comparable).  Please refer to the INTAC Performance Review table below: 
INTAC Performance Review:        

Investment / Index / ETF 

% Chng 
Period 
(Jul 15, 
2021 - 
Oct 14, 
2021) 

2020 % 
Chng 
(Dec 31, 
2019 - 
Dec 31, 
2020) 

2019 % 
Chng 
(Dec 31 
2018 - 
Dec 31, 
2019) 

2018 % 
Chng 
(Dec 31, 
2017 – 
Dec 31, 
2018) 

2017 % 
Chng 
(Dec 31, 
2016 – 
Dec 31, 
2017) 

2016 % 
Chng 
(Dec 31, 
2015 – 
Dec 31, 
2016) 

Cumm % 
Chng (Dec 
31, 2015 – 
Oct 14, 
2021) 

INTAC Investment 
Philosophy Aggressive 

 
-7.57%  

54.0% 83.2% -37.4% 32.1% 111.2% 285.0% 

S&P 500 Index 1.8% 16.3% 28.9% -6.2% 19.4% 9.5% 117.1% 
Gold Bullion Spot Price -1.8% 25.1% 18.3% -1.6% 13.2% 8.5% 69.2% 
Global X Silver Miners ETF (SIL) -8.6% 37.5% 31.4% -22.8% 1.7% 73.5% 110.1% 
VanEck Vectors Gold Miners 
ETF (GDX) -6.1% 23.0% 38.8% -9.3% 11.1% 52.5% 139.4% 

VanEck Vectors Junior Gold 
Miners ETF (GDXJ) -5.9% 28.3% 39.8% -11.5% 8.2% 64.2% 129.0% 

Direxion Daily Gold Miners Index 
Bull 3X (NUGT) -13.7% -60.2% 99.1% -44.8% 3.7% 57.3% -45.6% 

Direxion Daily Junior Gold 
Miners Index Bull 3X (JNUG) -14.5% -85.6% 81.3% -48.1% -20.4% 79.7% -88.8% 

The above INTAC returns are for all client account invested capital and are net the annual management fee and all expenses but exclude any performance fee.  
Returns are calculated by Mark Andrew Robinson (Compliance for INTAC) and verified by Deloitte & Touche.  
 
In our research of the worldwide selection of G&PM investment managers (e.g. see www.minerialfunds.com for 
all G&PM Fund performance details), INTAC ranks as the #1 Top Performing G&PM Investment Manager in the 
World since 2015-YE based on USD return comparisons.  This significant alpha / outperformance was achieved 
through my multi strategy - model driven - G&PM investment management process - which is fully scalable due to 
our diverse and highly liquid book of G&PM investments. 
 
SINCE 2015-YE MY MULTI STRATEGY - MODEL DRIVEN G&PM INVESTMENT MANAGEMENT 
PROCESS HAS GENERATED MORE THAN DOUBLE THE RETURN OF GDX AND GDXJ, THE 
WORLD’S TWO LARGEST GOLD & PRECIOUS METALS MINING EXCHANGE TRADED FUNDS. 
 
Further, since 2015-YE, these excess returns were generated with significantly less risk as my G&PM strategies 
often included significant market neutral pairs trading strategies and other significant hedging strategies.  This is 

http://www.minerialfunds.com/
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reflected in the stellar Sortino ratio of 1.96 for INTAC’s active G&PM prime brokerage trading account (see the 
Risk Analysis Table in the Risk Measures Benchmark Comparison on page 4). 
 
INTAC’s Alpha (i.e. Excess Returns) have been generated through the creation and implementation of multiple 
investment strategies which utilize a model driven investment process focused principally on the G&PM sector (i.e. 
Go Gold) and more recently I am building similar models and analysis in the Ecology sector (i.e. Go Green).  For 
example, I construct and manage: Relative Value Investment Strategies (e.g. long a basket of select G&PM stocks 
and short G&PM ETF’s (e.g. often GDX)), Event Driven / Special Situation Investment Strategies (e.g. overweight 
select takeover candidates within the long G&PM basket), Market Capitalization Rotation Investment Strategies, 
Sector Rotation Investment Strategies, Currency (e.g. CAD/USD, AUD/USD, JPY/USD or JPY/CAD, MXN/USD, 
& GBP/USD) Hedging Strategies, and a Models Driven Market Timing Investment Strategy whereby INTAC’s net 
exposure may be significantly increased (e.g. including the use of margin) or decreased (e.g. to 100% cash 
equivalents and/or gold and/or silver bullion and/or to a net short G&PM exposure) ideally at opportune times with 
the focus on G&PM.  However, over time INTAC will also be implementing multiple investment strategies which 
utilize a model driven investment process focused principally on the ECOLOGY AND/OR CLEAN ENERGY 
AND/OR CLEAN WATER AND/OR GREEN BOND AND/OR RELATED INVESTMENTS (“GREEN”) using 
the same models and analysis applied to the G&PM sector to the GREEN sector.  This analysis and modeling work 
and its applications are well advanced and when the time is right to begin a gradual process of partial rotation form 
GO GOLD to GO GREEN these same investment strategies applied to the uncorrelated and very dynamic GREEN 
sectors for INVESTING IN GOOD should further enhance our stellar risk adjusted returns (i.e. see my Sortino and 
Sharpe Ratio’s on page 4). 
 
Bottom line, my G&PM Indicators, that I use, together with numerous other studies, analysis, and indicators, (e.g. 
Fundamental Analysis, Macro Economic Analysis, Geopolitical Analysis, Interest Rate & Inflation Analysis, Inter 
Markets Analysis, Fund Flows Analysis, COT & ETF Positioning Analysis, Elliot Wave Analysis, Sentiment 
Analysis, Cycle Analysis, and Technical Analysis) to try to determine where we are in the G&PM cycle, which I 
discussed at length in my IIC 2018-Q2, and which I implemented and have significantly refined, especially since 
December 31st 2015, have greatly assisted me in generating significant outperformance for INTAC since December 
31st 2015.  Further, I am happy to report that the more recent adjustments I have made to my studies, analysis, 
models, and indicators, since the commencement of 2019, regarding my early recognition / belief that we have 
entered the second half of the G&PM secular bull market (i.e. that I discussed in my past IIC’s), have further 
improved my G&PM investment management process and results - ESPECIALLY ON A RISK ADJUSTED 
BASIS.  This is demonstrated in the above INTAC Performance Review Table and in the below Risk Measures 
Benchmark Comparison for INTAC’s active prime brokerage trading account through INTAC’s ongoing robust 
and stellar absolute and risk adjusted outperformance.  Additionally, my studies, analysis, models, and indicators 
are successfully being adapted and applied to the GREEN sector for future use. 
 
Thus, in arithmetic terms, since 2015-YE to October 14th, 2021, I am happy to report that I have been able 
to generate for us all: 
 168% OF EXCESS RETURNS TO THAT OF THE S&P 500; 
 216% OF EXCESS RETURNS TO THAT OF GOLD BULLION; 
 175% OF EXCESS RETURNS TO THAT OF SIL (i.e. Silver Miners ETF); 
 146% OF EXCESS RETURNS TO THAT OF GDX; 
 156% OF EXCESS RETURNS TO THAT OF GDXJ; AND IN ABSOLUTE TERMS, 
 607% OF OUTPERFORMANCE TO THAT OF NUGT; AND 
 3,334% OF OUTPERFORMANCE TO THAT OF JNUG! 

 
In the below table VAMI is indexed back to 1,000 on the start date such that GLD (i.e. gold) gained 45.15% and 
INTAC’s active prime brokerage account gained 321% over the analysis period.  We are even more pleased to 
report that, over this period and since 2015-YE, INTAC’s outperformance was attained with even better risk 
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adjusted performance.  I was able to significantly reduced risk, on numerous occasions, through high levels of cash, 
reduced net G&PM exposure and even negative net G&PM exposure - often at opportune times and through my 
effective implementation of pairs trading strategies and other market timing and hedging strategies.  For example, 
on numerous occasions I have sold GDX short relative to longs in select best of breed mid-tier gold and silver 
producing mining companies and longs in the World’s best performing active G&PM Funds (i.e. as basket pairs 
trades) which reduced our portfolio’s overall risk profile through the implementation of a beta adjusted market 
neutral strategy while pro-offering attractive combined returns over the medium to long term.  Again, these 
strategies proved highly effective during the G&PM drawdowns in 2020 and during the ongoing consolidation / 
range trading market since August 5th, 2020, relative to the other G&PM leveraged products. 
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My focus remains on the best G&PM producers, in the mid-tier to the high end of the junior market capitalization 
space, that have excellent liquidity, including the best silver producers, as well as G&PM Funds / ETF’s that in turn 
focus on the same.  As an active investment manager, with a current focus on the G&PM sector, I remain focused 
on gold and silver producers with the highest quality assets, effective management teams with a commitment to 
maximizing free cash flow / profits and returns to shareholders often through dividends, whom also operate in an 
ethical and sustainable manner in line with our own ESG principles.  Through an emphasis on high quality 
companies, with good liquidity and attractive buying power, my investment approach is intended to deliver superior 
returns under all market conditions relative to a passive holding in gold & silver mining equities. 

I forecasted, in my IIC 2018-Q1, that the second major leg up in the 2nd half of the Secular G&PM Bull Market 
would begin in 2018-Q4.  Further, when others were panicking, during the G&PM take-down in August and 
September 2018, I remained confident in my analysis and forecasts.  In fact, due to my extensive analytical work, 
which I partially expressed in my G&PM Indicators, which I presented and discussed at length in my IIC 2018-Q2, 
I concluded that our G&PM investments were a screaming buy during the August and September 2018 G&PM sell 
off.  The same events unfolded in late February and the first half of March 2020, and I was able to capitalize on 
these even better this time around due to the improvements I made to my system since the start of 2019.  I suspect 
that the low prices seen in G&PM in 2020-Q1 may not be seen again in this Secular G&PM Bull Market and 
potentially not for an exceptionally long time.  As I forecasted in my past IIC, another scary climactic spike down 
(e.g. like August 2018 followed by a period like 2018-Q4) has developed in 2021 and this may also mark the 
ultimate low of this consolidation that began on August 6th, 2020, and this may also provide the fuel for a massive 
third leg up in the 2nd half of the Secular G&PM Bull Market. I also previously forecasted I think there will be a 
retest of this low between December 4th to 24th 2021. I am now begging to think the banking cartel may try to run 
the stops below the September 29th, 2021, lows in gold and silver mining shares during the illiquid holiday trading. 
If the banking cartel can achieve this objective over the next two months or so, then the 50% FIB retracement in the 
gold price at $1550’ish, that I have been discussing over my past commentaries, comes into play. This would most 
assuredly clear out virtually all investors of their G&PM positions with the banking cartel of course being on the 
receiving side, prior to the commencement of the final fifth major Elliot wave advance of the Secular G&PM Bull 
Market. The third leg up in the 2nd half of the Secular G&PM Bull Market will mark the fifth major Elliot wave and 
the fifth – advancing - wave usually develops into the mania wave that culminates into a final blow off top where 
90% of the overall gains of the entire secular bull market are attained in 10% of the time. It is during this parabolic 
move that fortunes are made, and it is for this reason that INTAC will remain committed to our concentrated and 
overweight G&PM strategy until my studies, analysis, models, and indicators advise to do otherwise.  What might 
be the catalyst for the bottoming of the current 4th Elliot Wave decline and commencement of the 5th Elliot Wave 
advance, well as you now know, there are numerous catalysts all of which I have discussed at length in my past 
IIC’s.  Specifically, one of nine negative supply shocks presented by Dr Nouriel Roubini may occur over the next 
18 months which may provide the ignition to, un-anchor inflation expectations, and ignite the highly primed 
global fiscal and monetary expansionary regimes around the world, causing sustainable rising inflation, declining 
real yields, a recognition of the Global Debt Supercycle (“GDS”) and sovereign credit quality concerns, a strongly 
declining USD together with most other FIAT currencies relative to finite and real hard assets especially gold and 
silver, heated geopolitics during difficult financial times and global debt restructuring, among others. 

As previously wrote, I expect the next decade will provide - A Biblical Deliverance Through Precious 
Metals Investments - for informed investors, from the darkness that will be cast in the Global Debt Super 
Cycle Reset (“GDSR”).  This process is initially being realized in a stair step fashion and as asset allocation shifts 
into G&PM progress over time the advancing phases in G&PM should increase in magnitude and end with a 
parabolic mania blow off top. 
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UPDATE ON SOME CURRENT INVESTMENT POSITIONING AND 
POTENTIAL INVESTMENTS & STRATEGIES: 
 
 UPDATE ON GOLD AND PRECIOUS METALS MINING SHARES / FUNDS / ETF’S AND/OR 

GOLD AND/OR SILVER BULLION AND/OR RELATED INVESTMENTS (“G&PM”) TIMING: 

As I predicted this ongoing G&PM consolidation is developing into a long, exhausting, and volatile trading range 
with the intent of wearing down G&PM investors and whipsawing G&PM traders off the G&PM secular bull 
market.  We are now approximately 15 months into the open hunting season on gold bugs which is usually about 
the halfway mark of a consolidation / trading range. Often the ultimate low of a consolidation / range trading market 
occurs around the halfway mark and most often this will occur with a scary price spike down. This may have 
occurred on August 9th for gold and September 29th, 2021, for gold and silver mining shares, however, as discussed 
above there is still an opportunity for the banking cartel to run the stops in G&PM over the coming months as we 
are likely at the top of a two steps up inflation move and transitioning into the next one step back inflation move 
(i.e. prior to another two steps up & one step back advance in inflation).  This inflation timing combined with the 
illiquidity of the pre-Christmas holiday season together with year-end window dressing objectives sets up an 
opportunity for the banking cartel to smash gold again in an effort to further increase their G&PM position size 
prior to the 5th Elliot Wave. 
 
I wrote in my past IIC that I was not convinced that the double bottom low in March 2021 would mark the ultimate 
low for this ongoing G&PM consolidation / range trading market even when most all G&PM letter writers, research 
publications, and Twitter self-proclaimed G&PM gurus called the March lows “the bottom”.  My work indicated 
that the ultimate lows for this ongoing G&PM consolidation / range trading market did not occur in March 2021 
and this has proven to be correct. 
 
I further advised that: 
 
“This ongoing downward pressure in G&PM is likely to continue into the Fed meetings of July 27/28 and possibly 
longer during the thin summer August trading and it may even accelerate into the Economic Policy Symposium, 
"Macroeconomic Policy in an Uneven Economy," in Jackson Hole, Wyoming, on August 26-28, 2021.  If so then 
this may also cause GDX, SIL, Silver Bullion, and Gold Bullion to complete lower lows relative to the March 2021 
lows and together with GDXJ and SILJ further lower open price GAPs may also get covered which would improve 
the foundation and structure of these markets prior to the 5th Elliot Wave advance.  The objective of the large bullion 
banks, backed by the QE policies of the central banks, is to generate a stop loss run to accumulate G&PM positions 
on the cheap and cover their shorts while keeping the perception of market-based inflation expectation measures 
(e.g. gold) suppressed for their central banking partners in crime (i.e. the crime being the management of markets 
through market manipulation actions for the benefit of the establishment without publicly disclosing their planned 
actions for the benefit of all).  The least risky way to achieve such objectives is to manipulate the G&PM markets 
during periods of thin trading (e.g. over Holidays such as August when Bay Street is up in the Muskoka’s).  Further, 
the most effect results for generating retail panic selling are achieved with smashing prices prior to month end, 
quarter end, and especially year end in a declining Elliot Wave such as the current 4th (i.e. window dressing) as 
this will have the greatest impact on retail investors in funds, ETF’s, and HF’s that mostly view their investment 
statements on this basis.” 
 
“Currently, it is my belief that the ultimate lows for this ongoing G&PM consolidation / range trading market may 
occur during the thin summer trading months when Bay Street, the mining capital of the world, is holidaying in 
Muskoka (e.g. late July or late August).  However, the manipulation may even extend into 2021-Q4... but keeping a 
beach ball suppressed under water, especially as it is forced lower, is not an easy task and is not without risk for 
the bullion banking cartel.  It is also important to note that during G&PM secular bull markets consolidation lows 
usually occur with a very violent and scary sell off which provides the fuel needed to launch the next G&PM 
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advancing wave.  For risk management purposes it is also important to take note that the ongoing G&PM trading 
range may be expand such that even a $1550’ish gold price on the downside is a potential that would still keep the 
Secular G&PM Bull Market intact.  In fact $1550 represents a 50% FIB retracement of the advance in gold thus 
far in the second half of the secular bull market (i.e. from $1045 December 2015 low to the August 2020 high of 
$2074 (spot) and $2089 (EOD) or in simple math 1050+2050=3100/2=1550).  Whether the gold price can be taken 
down to $1550’sh, with the incredibly bullish fundaments discussed at length in my prior IIC’s, is yet to be seen 
and really depends on the resolve of the establishment / governments / policy makers working closely with their 
member banks.  However, this also depends on the resolve of global precious metals investors who believe the 
fundamentals driving the G&PM secular bull market, that I have discussed and presented at length in my IIC’s 
since 2004, will ultimately prevail over the managed / manipulated markets of this day and age.” 
 
“It is also likely that there will be a higher retest of the potential summer lows later in the year (e.g. December 4th 
to 24th 2021) and that the upper end of the trading range may not be exceeded until 2022.  As difficult as short-term 
timing of the G&PM market is this ongoing consolidation / range trading market should be viewed as excellent 
buying opportunities by long term G&PM investors especially if there is a sharp sell off during the thin summer 
trading months that is followed by a quick reversal.” 
 
 
 INTAC HAS BEEN HEAVILY OVERWEIGHT CAD: 

BCA: “The BoC, led by Governor Tiff Macklem highlighted that supply chain disruptions have become 
more widespread and appear to be more persistent than the Governing Council had anticipated. Thus, the 
BoC brought forward its expectation for when the output gap will close to mid-2022 from previous 
estimates of the second half of 2022. The central bank also foresees inflation to be “higher for longer” 
relative to the July forecast. 
 
With the BoC likely moving ahead of the Fed in raising interest rates, our FX strategists favor CAD vis-
à-vis USD.  Strong oil prices also support a positive outlook for the Canadian dollar.” 
 
INTAC has been heavily overweight the Canadian dollar for some time, however, on this announcement 
I partially reduced some of this overweight on a tactical basis in favor of the YEN/JPY and will be looking 
to re-establish a strong overweight in the CAD on a pullback in the oil price (e.g. to around the 23% to 
50% FIB retracement). 
 
Oil closed below the 10 DMA and it’s in the time range for a move down into the first Daily Cycle Low.  
I think it’s most likely begun.  The bare minimum retracement would be the 23% FIB. However, 38.2% 
to potentially even the 50% FIB would be more normal.  The 5-day RSI should also reach over sold as 
well. 
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 INTAC OVERWEIGHT AUD: 

INTAC has been overweight the Aussie dollar for some time and plans to maintain this position. 
 
BCA: “The sharp rise in short-dated Australian government bonds forced the RBA to purchase AUD 1 
billion of April 2024 bonds last week in order to defend its yield curve control target of 0.1%. However, 
yields spiked again on Wednesday following the stronger than expected Australian CPI release. The 
trimmed mean measure accelerated from 1.6% y/y to 2.1% y/y in Q3 – above the anticipated 1.8% and 
within the RBA’s 2-3% target range. The absence of a similar intervention by the RBA to defend its target 
on Thursday triggered a sharp selloff in short-dated Aussie sovereign bonds. The April 2024 note now 
stands over five times higher than the RBA’s target. Similarly, investors have brought forward their rate 
hike expectations. The OIS curve is now pricing in four full rate hikes over the coming year, versus only 
one expected less than two weeks ago. 
 
The RBA is keeping a close eye on wage growth to determine whether a hawkish shift is warranted. 
Nevertheless, the RBA’s decision not to defend its yield target this week is a form of monetary tightening. 
Moreover, the central bank is likely to announce another reduction in its asset purchases after its monetary 
policy meeting next Tuesday. Our foreign exchange strategists are bullish on the outlook for the Aussie 
dollar which would benefit from a hawkish surprise. Moreover, the AUD is cheap, especially on a terms 
of trade basis, and speculators are very short the Aussie dollar – a positive from a contrarian perspective.” 
 
BCA: “Ultimately, manufacturing indices remain elevated relative to history. Thus, the global macro 
picture remains in favor of stocks versus bonds. Meanwhile, the improvement in the Japanese and 
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Australian composite PMIs which both crossed 50 from below, suggests that these economies are 
benefitting from a catchup phase. Our FX strategists are optimistic about the outlook for both JPY and 
AUD vis-à-vis the USD, but favor AUD versus JPY. 
 
ST: “Current longs in foreign currencies coincide with a massive short position in the U.S. dollar, more 
than 70% of open interest.  The Backtest Engine shows that the dollar only rallied 39% of the time over 
the next 3 months after such a significant short position, averaging a return of -0.9%.  That was a decent 
sign for gold, which rallied 63% of the time, averaging +2.6%.” 
 

BCA - Technicals Are Shifting Against the Dollar 
19 October 2021 

 
Our foreign exchange strategists have held the view that the DXY will fail to break above the 
94-95 level and will ultimately move lower over a cyclical investment horizon. 
Last week the DXY hit a 13-month high of 94.5 but failed to break above this technical 
resistance. It is 0.8% lower since then. Going forward, business cycle dynamics point to a 
weaker dollar. While US growth remains robust, global growth momentum will rotate from 
the US to other developed economies, which creates a headwind for the dollar. Moreover, 
global central banks are becoming more concerned about the inflationary risks and are 

https://sentimentrader.us2.list-manage.com/track/click?u=c1ba721d50cd9f9c0070e927f&id=7fc4261978&e=29954e03ed
https://sentimentrader.us2.list-manage.com/track/click?u=c1ba721d50cd9f9c0070e927f&id=849f625e10&e=29954e03ed
https://sentimentrader.us2.list-manage.com/track/click?u=c1ba721d50cd9f9c0070e927f&id=d320a8cbda&e=29954e03ed
https://sentimentrader.us2.list-manage.com/track/click?u=c1ba721d50cd9f9c0070e927f&id=d320a8cbda&e=29954e03ed
https://www.bcaresearch.com/reports/view_report/33593/di
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therefore shifting in favor of a more hawkish monetary policy stance. Thus, even though the 
Fed is preparing to taper asset purchases, it is lagging many other major DM central banks 
in normalizing monetary policy. Our FX strategists have been highlighting these dynamics 
as forces that argue against continued greenback strength. 
Moreover, technicals are aligning with fundamentals and are warning of potential dollar 
weakness. BCA Research’s Dollar Capitulation Index is now very overbought and points to a 
move lower in the USD. This is especially true given that speculators are very long DXY 
futures. Together, these developments suggest that the dollar is vulnerable to a reversal in 
positioning. 

 GO GOLD TO GO GREEN AND INVEST IN GOOD:

Since 2004 my master strategy has been to invest principally into G&PM with the objective of benefiting over time 
and hopefully in a very big way in the end from having a large allocation to G&PM when the inevitable Global 
Debt Supercycle Reset (GDSR) is resolved.  The GDSR has most assuredly been further accelerated by the global 
response to Covid (i.e. as I have discussed at length in my past IIC’s).  The objective of INTAC’s G&PM strategy 
is to generate on a relative basis significant wealth during the GDSR so that this wealth can be allocated, through a 
dollar cost averaging strategy out of G&PM (i.e. during the GDSR process), into INVESTMENTS IN GOOD.  The 
investments in good that I have been researching over the years together with a colleague include numerous Ecology 
Funds, Clean Water Funds, Clean Energy Funds, Green Bonds, and a selection of their underlying investment 
holdings (i.e. see https://ecologyfunds.com/index.php/fund-assets/ for more information) including select ESG 
Investments / Impact Investments / & Stakeholder Capitalism Investments.  As an aside, during my term as 
Industrial Liaison Office for the Materials & Metallurgical Engineering Department at Queens University during 
third- and fourth-year engineering in the late 80’s early 90’s I incepted the concept of an environmental research 
laboratory and secured millions of dollars of funding from the Canadian Government for select professors in the 
Engineering Department at Queens University for them to advance solutions to our most pressing environmental 
issues at the time (e.g. Nuclear Waste Disposal, Extraction of Heavy Metal Ions from Plant and Factory Effluent 
Steams, Recycling Batteries, etc.).  I HAVE ALWAYS HAD A PASSION FOR INVESTING IN GOOD and I 
VERY MUCH ENJOY ADVANCING MY GO GREEN INVESTMENT RESEARCH INITIATIVES 
ALONGSIDE MY GO GOLD INVESTMENT RESEARCH INITIATIVES. 

Additionally, as previously discussed I may sell general equities short (i.e. as a relative value investment and 
hedge) for short periods and at select times (i.e. as and when my work indicates).  Further, I see an investment 
opportunity in several select traditional energy related companies, whom also have active ESG policy's in place, 
and into a top performing specialist energy fund all of which will enable the transition to GO GREEN possible.  As 
you know the INTAC Investment Philosophy Aggressive is not restricted from investing in any asset 
classes, geographical regions, sectors, and/or industries, etc. and short selling and the use of leverage is 
permitted all of which do not require notice.  However, INTAC does endeavor to keep you well abreast of our 
investments and strategies through these quarterly IIC’s and quarterly client account statements. 

BRIEF DESCRIPTION OF THE CURRENT INVESTMENT STRATEGIES, 
STUDIES, ANALYSIS, AND INDICATORS USED TO ASSIST ME WITH 
GENERATING INTAC’S STELLAR RELATIVE AND ABSOLUTE 
PERFORMANCE SINCE 2015-YE: 

https://ecologyfunds.com/index.php/fund-assets/
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Currently, the INTAC MANAGED ALLOCATION & GOLD ASSET CLASS PORTFOLIO (“IMA&GACP”), 
the sole investment strategy in the INTAC Investment Philosophy Aggressive, is not asset class, sector, and/or 
industry diversified.  The IMA&GACP is currently invested in an overweight and sometimes leveraged G&PM 
strategy and has some other investment strategies in place and in the works as often discussed in these IIC’s and 
may include shorts including at times G&PM shorts.  However, the current primary focus represents an overweight, 
and at times leveraged, exposure to often only one sector being G&PM, however the IMA&GACP may or may not 
be allocated, all or in part, to other asset classes, any geographical regions, sectors, and/or industries, etc. without 
restriction, without notice and short selling and the use of leverage is permitted. 

INTAC’s Alpha (i.e. Excess Returns) have been generated through the creation and implementation of multiple 
investment strategies which utilize a model driven investment process focused principally on the G&PM sector. 
INTAC constructs and manages: Relative Value Investment Strategies (e.g. long a basket of select G&PM stocks 
and short G&PM ETF’s (e.g. GDX)), Event Driven / Special Situation Investment Strategies (e.g. overweight select 
takeover candidates within the long G&PM basket), Market Capitalization Rotation Investment Strategies, Sector 
Rotation Investment Strategies (e.g. gold, silver, etc.), Currency (e.g. CAD/USD, AUD/USD, MXN/USD, & 
GBP/USD) Hedging Strategies, and a Models Driven Market Timing Investment Strategy whereby INTAC’s net 
exposure may be significantly increased (e.g. including the use of leverage) or decreased (e.g. to 100% cash 
equivalents and/or gold and/or silver bullion and/or even at times to a net short G&PM exposure) ideally at 
opportune times with the focus on G&PM.  In the future INTAC may also include GREEN investments and at those 
times the paragraph above would also be duplicated however the term G&PM above would simply be replaced 
with the term GREEN and the same would apply to the below paragraph. 

INTAC’s G&PM Models and Indicators together with numerous other studies, analysis, and indicators, (e.g. 
Fundamental Analysis, Macro Economic Analysis, Geopolitical Analysis, Interest Rate & Inflation Analysis, Inter 
Markets Analysis, Fund Flows Analysis, COT & ETF Positioning Analysis, Elliot Wave Analysis, Sentiment 
Analysis, Cycle Analysis, and Technical Analysis) are utilized in an effort to determine where we are in the G&PM 
cycle, which I discussed at length in my past INTAC Investment Commentaries. 

I have implemented and significantly refined, since December 31st, 2015, these Models, Indicators, Studies, and 
Analysis which have greatly assisted me in generating significant outperformance since December 31st, 2015 for 
INTAC.  Further, INTAC is happy to report that the more recent adjustments I have made to my Models, Indicators, 
Studies, and Analysis since the commencement of 2019, regarding my early recognition / belief that we have entered 
the second half of the G&PM secular bull market (i.e. that I discussed at length in INTAC’s past IIC’s), have further 
improved my G&PM investment management process and results - ESPECIALLY ON A RISK ADJUSTED 
BASIS.  This is demonstrated in the previous INTAC Performance & Risk Measures Benchmark Comparison Table 
on page 4 through INTAC’s ongoing robust and stellar risk adjusted outperformance (i.e. U***3041 the blue line 
is the INTAC G&PM prime brokerage account). 

REBALANCING & WHERE WE ARE IN THE ONGOING G&PM SECULAR 
BULL MARKET: 

I forecasted in late 2015 the end of the cyclical bear market in G&PM and the commencement of the 2nd half of the 
G&PM secular bull market and then I advised in 2018-Q4 that the advancing phase of the 2nd half of the G&PM 
secular bull market has commenced and during these periods I urged all G&PM investors to reset their allocation 
to G&PM back up to their maximum comfortable allocation.  INTAC recommends that you set your overall level 
of investment in G&PM at an appropriate percentage of your total investable net worth (e.g. a percentage that you 
are comfortable with such as 5%, or 10% or 15% or 20% or possibly more - in certain circumstances) and that you 
achieve this allocation NOW DURING THIS CURRENT G&PM PULL BACK AND ALLOW INTAC TO 
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UTILIZE ITS MARKET TIMING MODELS for investment.  Further, we continue to recommend that you 
rebalance your allocation to G&PM either up or down to your desired percentage once annually and if the delta to 
achieve this reset is significant (i.e. due to a large gain or loss in the prior year of your various respective 
investments) then you should also affect this reset through dollar cost averaging. 
 
 
AS PREDICTED INFLATION IS ADVANCING IN A TWO STEPS FORWARD 
ONE STEP BACK PROCESS... THIS SECTION CONTAINS VALUE ADD 
RESEARCH ON THE EVER IMPORTANT & EVOLVING INFLATION 
DYNAMIC INCLUDING G&PM CONSIDERATIONS FOR THE SHORT, 
MEDIUM, AND LONG TERM: 
 
 
BCA - Global Investment Strategy 
The Inflation Outlook: Two Steps Up, One Step Down 
 

• Inflation in the US and many other countries is likely to follow a “two steps up, one step 
down” trajectory of higher highs and higher lows over the remainder of the decade. 

• Goods inflation will ease in 2022, while energy price pressures will abate. This suggests 
that we are currently near the top of those two steps. 

• Any decline in inflation will be short-lived, however. Tight labor markets will bolster 
wages. Rent inflation is also poised to pick up, especially in the US. 

• The Fed and other central banks will face political pressure to keep interest rates low in 
order to suppress debt-servicing costs. This could lead to overheating. 

• While we are not as bullish on stocks as we were at the start of the year, the 
combination of low interest rates and above-trend growth over the next 12 months will 
support equities. Investors should favor cyclicals, value stocks, small caps, and non-US 
markets. 

 
 
Lyn Alden - Final Thoughts: Rent and Wage Inflation 
Until 1983, the consumer price index included housing prices as part of the basket. 
Then, housing prices were removed from the index since they are a capital asset rather 
than a consumer asset, but their influence remains in the index as “owner’s equivalent 
rent” which is a way to try to quantify the rising cost of shelter without including house 
prices directly. By extension, this cost of shelter indirectly includes interest rates, 
since if a house goes up in price but the mortgage interest rate is lower, the monthly 
payment can remain relatively stable. 

https://www.bcaresearch.com/reports/view_file/33617/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-23_001&ga_cid=1a9120ae-33fa-11ec-85eb-e2dcf2059218&utm_source=email_din&utm_medium=email&p=01ccbb01af1c2255de39df0f4e3ed8bfb54353f63e0bb297f022f0af91f081af
https://www.bcaresearch.com/reports/view_file/33617/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-23_001&ga_cid=1a9120ae-33fa-11ec-85eb-e2dcf2059218&utm_source=email_din&utm_medium=email&p=01ccbb01af1c2255de39df0f4e3ed8bfb54353f63e0bb297f022f0af91f081af
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Back in summer 2021, I noticed that rent CPI was forming a bottoming pattern, and 
this is something I’ve been keeping an eye on and reporting on occasionally since then. 
Here is an excerpt from my July 2021 newsletter: 

As we head into the autumn, a third inflation variable to watch is likely to be rent 
prices. This recent spike to 5.39% official year-over-year broad price inflation 
occurred at a time when year-over-year rent increases, which are one of the biggest 
components of the inflation basket, were on the downtrend to below 2%. 

Now, however, rent year-over-year inflation is showing a potential bottom: 

 

Chart Source: St. Louis Fed 

Owners’ equivalent rent (which is the government’s indirect way to include housing 
costs in the CPI calculation, without including the home price itself as a capital asset) 
historically follows the prices of homes with an 18-month lag: 

https://www.lynalden.com/july-2021-newsletter/
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Source: Jeroen Blokland  

With the rate of rent inflation seemingly bottoming and rolling up now, with eviction 
moratoriums coming to an end, and with high housing costs, an uptick in rent and 
owner’s equivalent rent appears set to provide the next round of overall price inflation 
to keep the broad CPI number somewhat elevated. 

-Lyn Alden, July 2021 
Well as of September 2021 data (reported in October), both owners’ equivalent rent 
and rent itself as part of the official CPI basket have formed a clear trend up in rate of 
change terms for several months now. 

https://twitter.com/jsblokland?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
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Chart Source: St. Louis Fed 

Data from Apartment List suggests that these measures still have some catching up to 
do against the on-the-ground numbers. They have a great chart from last month 
showing the pre-pandemic rent price trend vs what actually happened in 2020 and 
2021: 
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Chart Source: Apartment List 

During 2020, rent prices were flat-to-down, under their historical trend. Rent 
moratoriums and considerable economic uncertainty were themes of that year. 
However, in 2021, rents have sharply risen to levels well above their historical trend. 

The combination of rent and owner’s equivalent rent make up about 30% of the 
headline CPI basket, so this move is meaningful. This is likely to keep headline 
inflation rather elevated for another couple quarters at least, along with whatever 
happens with the rest of the basket of goods and services in the index. 

This rising cost of housing necessitates higher wages for workers if they are going to 
keep up with that. This contributes to ongoing labor shortages, and should lead to 
higher wages, which if companies want to try to preserve their profit margins, means 
raising prices on their products and services as well. 

https://www.apartmentlist.com/research/national-rent-data


 
17 

 

The Atlanta Fed Wage Growth tracker shows how low wage growth was during the 
2010s decade, which contributed to the disinflationary trend of that period. If annual 
wage growth starts consistently moving over 4% (which is pretty important, 
considering that official headline price inflation is 5.4%), that should be another 
contributor to higher consumer prices. 

 

Chart Source: Atlanta Fed 

It will be interesting to see how the bond market reacts to that and something to keep 
in mind when making investment decisions. I continue to view the 2020s decade as 
likely being a significantly more inflationary decade overall than the 2010s decade, 
although it won’t be a straight line. 

 

https://www.atlantafed.org/chcs/wage-growth-tracker
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Excerpts from Martin H. Barnes, 
Past Senior Vice President & Chief 
Economist at BCA, Perspectives 
From A Long Career: 
 

“Turning to the current environment, another structural shift is underway. Several years 
ago, we noted that the tide was turning against globalization. This showed up in a decline 
in cross-border capital flows, political and popular antipathy to large-scale immigration, 
and a flattening in the ratio of global trade to production (Chart 2). Recent developments 
have exacerbated these trends. Notably, the Covid-related disruptions to supply chains has 
forced a rethink about the wisdom of relying so heavily on foreign production facilities. 
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The shift away from globalization is likely to persist for some time. This will support the 
case for a structural increase in inflation, a development underpinned by other forces. For 
example, the pendulum is swinging away from capital back to labor, central banks are 
setting themselves up to stay too easy for too long and crushing public sector debt burdens 
will make policymakers more willing to tolerate inflation overshoots. A structural increase 
in inflation (albeit nowhere near 1970’s levels) means that investors should expect a 
further decline in profit margins, higher interest rates and gains in inflation hedges. This 
will be a gradual shift with price pressures likely to moderate in the coming year as supply 
chain disruptions ease. 

Ignore Monetary Policy At Your Peril 
The level of interest rates is the single most important driver of asset prices which means 
that investors must pay close attention to central bank policy. During my career I have had 
a lot of contact with central bankers, not least because I was fortunate enough to attend 
the Federal Reserve’s Jackson Hole symposium for 18 years. Central bankers tend to be 
treated with great professional reverence. Every statement is examined for nuances about 
their views and there seems to be an implicit assumption that superior access to 
information and market intelligence gives them an edge when it comes to understanding 
economic trends and developments. Sadly, this is not the case. 

My many discussions with senior policymakers have made it abundantly clear that 
regarding the big questions about the outlook, they are no better placed than the rest of us. 
For example, like forecasters in general, they are struggling to know whether the recent 
rise in inflation is temporary, when supply chain disruptions will end and what will 
happen to resource prices. This is rather disconcerting as it would be desirable if those 
twiddling the policy dials were more informed than us outside observers. 
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Regardless of whether policymakers fully understand the long-run implications of their 
policies, the actions of central bankers have major market effects. One might reasonably 
have thought that the adverse economic impact of the pandemic would seriously damage 
the stock market, but the hit was short-lived with the MSCI All-Country Index currently 
27% above its end-2019 level and close to its all-time high. This can be attributed to the 
fact that short-term interest rates in the major developed economies have been kept close 
to zero for more than a year (Chart 3). 

In 1852, the eminent financial journalist Walter Bagehot famously quipped that “John Bull 
can stand many things, but he can’t stand 2%”. In other words, a world of low interest 
rates is anathema to investors, forcing them to take greater risks in order to secure higher 
returns. What was true then remains true today. Low rates have driven investors into 
stocks as an explicit objective of central bank policy. 
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In the 1960s and 1970s, central bankers erred by keeping policy too easy for too long. 
Their formative years as policymakers were in the earlier decades when deflation was 
seen as a much bigger threat than inflation. This dulled their perception about the inflation 
risks of their policies. In contrast, the policymakers in charge during the 1980s to 2000s 
were fiercely anti-inflationary as they had experienced the inflationary consequences of 
their predecessors. Now the pendulum has swung back again because inflation has 
underperformed central bank expectations for the past 20 years, a period that also saw 
some severe deflationary shocks (Chart 4). In other words, the scene is setting up again 
for policy errors on the side of too much monetary stimulus and higher inflation. 

The high inflation of the 1970s was grim for financial assets with both equities and bonds 
delivering negative real returns. Bond investors underestimated the persistence and level 
of inflation which means they accepted ex-ante negative real yields. On the equity side, 
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higher inflation did tremendous damage to corporate finances because of rising costs and 
the failure of companies to set aside enough for depreciation. Inflation accounting did not 
exist in those days and corporate restructuring had yet to occur. There is now much more 
awareness of inflation risks and accounting is better. Thus, inflation will much less 
damaging to equities than before. However, we have returned to negative bond yields, 
largely as a result of policy-imposed financial repression rather than investor 
complacency. In other words, a new inflation cycle likely will be more damaging to bonds 
than stocks. 

What About Debt? 
On joining BCA, I had to learn about “The Debt Supercycle”, a term the company developed 
in the 1970s to describe the role of policy in feeding a seemingly never-ending cycle of 
increased leverage, resulting financial vulnerability and ever-desperate measures by 
policymakers to keep things afloat. This was well highlighted by the Fed’s response to the 
bursting of the tech bubble in the early 2000s when it kept interest rates at historically low 
rates even as the economy recovered. This helped create the conditions for the subsequent 
debt-driven housing bubble which led to an even greater policy response when that blew 
up in 2007-08. 

The essential message from BCA’s Debt Supercycle thesis is that investors should never 
underestimate the lengths to which policymakers will go to keep the economic/financial 
ship afloat. The Debt Supercycle primarily referred to the trend in private sector 
indebtedness in the US, although it applied to other countries. For example, in 2012, ECB 
President Mario Draghi noted that he was prepared “to do whatever it takes to preserve 
the euro”. 
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To all intents, the financial crisis of 2007-09 effectively ended the private sector Debt 
Supercyle in the US. Despite keeping interest rates at extremely low levels, the Fed has 
been unable to trigger a new upturn to household sector leverage (Chart 5). Corporate 
debt burdens have risen, but largely for financial engineering purposes (equity buybacks 
and M&A) rather than capital spending. With the private sector no longer willing or able to 
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go on another debt-fueled spending spree, the public sector has had to take its place. The 
past decade has witnessed an unprecedented peacetime increase in government deficits 
and debt. 

Inevitably, the surge in government debt has fueled bearish predictions of looming 
financial disaster. However, the same lessons apply regarding private sector excesses: the 
authorities will go to extreme lengths to prevent financial and economic chaos. The 
solution to excessive government debt is not to pursue even greater fiscal stimulus. 
Instead, the solution will be a mix of financial repression, higher inflation and 
eventually renewed fiscal discipline. That will not rule out periodic crises to force 
necessary policy actions, but investors should not assume that current high levels of 
government debt will inevitably lead to financial Armageddon. I apologize if that sounds 
complacent and I know that our long-standing client Mr. X would take a very different 
view. 

 
 

  
 

Tuesday, October 19th at 10 am EDT at my next presentation is on: 

The Economic, Policy and Market Outlook: Stagflation-Lite Ahead?  
The IMF outlook: lower growth and higher inflation  

Covid-19 outlook improving  
Worsening supply bottlenecks  

The energy shock  
China’s challenges  

Emerging market fragilities  
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Central banks dilemmas  
Growth and market scenarios 

Nouriel - Stagflation-Lite Ahead? Part 1: Oct 19, 2021 6:39 PM 

https://drive.google.com/file/d/1xpyJVyQjfTMKOxMcWoASvKeJJMbA3g7c/view  

Nouriel - Stagflation-Lite Ahead? Part 2: Oct 19, 2021 8:40 PM 

https://drive.google.com/file/d/1EXaSTEWIid_6hzzK90sCgCdA7uW_9sPj/view  

Still not a subscriber? Click here to join the thousands of other subscribers who are 
looking for special insights and different ways to think about our future. 
 
All my best, 
Nouriel 
 

 
 

The Bank Credit Analyst 
Gauging The Risk Of Stagflation 
 

• In this report we examine the risk of stagflation by comparing the current environment to 
that of the late-1960s and 1970s. 

• Today, investors cannot rule out the possibility of a stagflationary outcome, for four 
reasons: long-term household inflation expectations have risen significantly over the 
past year; fiscal policy has been expansionary; monetary policy will remain 
expansionary at the Fed’s projected terminal Fed funds rate; and component shortages 
and price increases linked to energy market and supply chain disruptions may persist or 
worsen over the coming year. 

• However, the strong demand-pull inflationary dynamics that existed in the late-1960s 
were mostly absent in the lead-up to the pandemic, supply-chain issues are in part due 
to strong goods demand and supply disruptions that will eventually dissipate, and 
economic agents do not expect severe price pressures to persist beyond the pandemic. 
On balance, this points to a stagflationary outcome over the coming 6-24 months as a 
risk, but not a likely event. 

• Investors should use the Misery Index, which is the sum of the unemployment rate and 
headline PCE inflation, as a real-time stagflation indicator. The Misery Index 

https://drive.google.com/file/d/1xpyJVyQjfTMKOxMcWoASvKeJJMbA3g7c/view
https://drive.google.com/file/d/1EXaSTEWIid_6hzzK90sCgCdA7uW_9sPj/view
https://www2.leighbureau.com/e/425752/2021-10-18/8vzc76/1621742277?h=GcWIsxDr6A-QRBM6h6EHmtZjQfvUXh-WkYhxQsLj1pk
https://www.bcaresearch.com/reports/view_file/33681/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-30_001&ga_cid=41fbb0e4-3979-11ec-9d4f-9223f3059218&utm_source=email_din&utm_medium=email&p=8a2f343c213b2aa9c94348d0b02c380fc3f84bd4a7e645b0f4ccba45770c6cd9
https://www.bcaresearch.com/reports/view_file/33681/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-30_001&ga_cid=41fbb0e4-3979-11ec-9d4f-9223f3059218&utm_source=email_din&utm_medium=email&p=8a2f343c213b2aa9c94348d0b02c380fc3f84bd4a7e645b0f4ccba45770c6cd9
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underscores that the US economy is unlikely to experience true stagflation unless the 
unemployment rate rises. 

 
 

 

When something like Covid delivers multiple supply and demand shocks, it is hard for 
entrepreneurs to adjust, as the hits are neither one-offs (a hurricane) nor permanent (a 
technological discovery). In Western economies, the worst Covid disruption occurred last spring 
but supply chains continue to be roiled (especially in Asia) and consumer demand is still being 
skewed. In such an environment, firms face dilemmas. Yes they could “reshore” production but 
pandemic conditions will abate some day and thus most are unwilling to junk their commitment 
to a supplier network in, say Vietnam, even though its factories there keep getting closed due 
to the delta variant’s spread. 

Adjusting to new demand is similarly difficult. It is still hard to know which behavioral changes 
wrought by Covid will become the “new normal”, and which will revert toward past practice. In 
the United States, companies will continue to do capital spending to gradually resolve 
bottlenecks and capitalize on demand, but it will take time and financial capital. In the 
meantime, the risk for companies is depressed earnings and/or rising borrowing costs (see 
Bottlenecks And Corporate Bond Yields). 

In 2020, US firms seemed adept at handling highly-distorted supply and demand. But it is now 
clear they benefited from having excess capacity to redeploy, and inventories to sell. Today, 
with the output gap closing, it is harder to boost production (see Dialing Down Expectations 
For US Growth), and inventories of key components are low (see Liquidity And Shortages). 

The reason that resource constraints are a big issue less than two years after the short, but 
deep, Covid recession has been the policy reaction. Western governments, in particular, 
responded to the crisis with all guns blazing: central banks flooded the system with new money 
and credit, while fiscal authorities busily redistributed  that money, as they saw fit. As a result, 
consumption was supported but the most dramatic impact was on investment—in real capital 
goods (including housing, automobiles and other consumer durables), as well as financial assets. 
As the new money hit capital markets, the predictable result was a rally in asset prices and an 
economic boom. 

The effect of this policy intervention has been to compress normal business-cycle dynamics (see 
A High-Pressure Business Cycle), so that resources are constrained and activity is duly 
discoordinated. Enter fast and widespread, price increases: in September, the US CPI rose 5.4% 
YoY, while the PPI for processed intermediate goods rose 23.9%—the most since 1975. Between 
a closing output gap and price rises, the worry is that the sort of business cycle that typically 
takes five to 10 years has been shrunk into two to three years. Adding to investor worries is 
rising wages (see Fighting The Fed Over Wages) and the fact that the net national saving 
rate just took an ominous step down, which I will address in a forthcoming piece. 

https://research.gavekal.com/article/bottlenecks-and-corporate-bond-yields
https://research.gavekal.com/content/strategy-monthly-dialing-down-expectations-us-growth
https://research.gavekal.com/content/strategy-monthly-dialing-down-expectations-us-growth
https://research.gavekal.com/article/liquidity-and-shortages
http://research.gavekal.com/article/high-pressure-business-cycle
https://research.gavekal.com/article/fighting-fed-over-wages
https://research.gavekal.com/
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Granted, there are reasons to think this cycle is not about to end. The Federal Reserve is only 
just starting its policy normalization. Banks are supposedly stress-tested and ready to start 
creating more credit, just as the Fed prepares to exit the game. That could keep this cycle rolling 
a while longer, albeit with higher bond yields. In this scenario, bank shares and value stocks 
should outperform. However, given the unusually fast-paced and discoordinated nature of this 
cycle—combined with high asset valuations and a looming tightening of liquidity—investors may 
face a rough ride (see The Economy And Volatility). They are advised to balance those 
selective equity positions with a hearty chunk of cash (see Investing Through The Taper). 
 
 

 
 
Dear Mr. Plaxton, 

Here is the Daily note from Gavekal Research. 

Persistent Inflation Takes Over — by Tan Kai Xian 

Some may hope that supply bottlenecks quickly ease and the price-hike scare of 2021 soon 
fades, but that is not the story of the latest US inflation reading. The consumer price index rose 
5.4% year-on-year in September to a post-August 2008 high, up from 5.3% in the prior month. 
In short, US inflation is now persistent and the Federal Reserve—for all its refined policy 
orientation—will soon have to address this reality head-on. 

It points to asset purchases being cut by about US$15bn a month, as indicated in the Fed’s 
September minutes. That matches Jerome Powell’s insinuation at Jackson Hole that this taper 
could be faster than 2013-14’s (see Liquidity And Shortages). As for timing, recent days 
have seen various policymakers restate their support for a taper to be agreed on November 3, 
and presumably to start soon afterwards. It is still possible they defer until mid-December, or 
even January, to let Congress resolve the debt ceiling issue and give the Treasury time to 
normalize its cash balances (see A Temporary Respite). 

Still, sometime in the next few months, the Fed will be buying less bonds in order to reduce 
inflationary pressure that has had three key drivers over the course of this year; (i) base effects, 
(ii) supply disruptions and (iii) demand-pull effects (see Breaking Down US Inflation). 

While base effects have now mostly washed through, supply disruptions are   enduring. They 
follow a pattern of surging demand pushing up prices, and supply not reacting. Eventually, high 
prices spur supply chain fixes and some demand moderation. Bottlenecks then clear and prices 
often fall quickly, as shown by lumber’s roller-coaster ride earlier this year. On that score, new 
readings show car prices to have plateaued and hotel rates to be moderating as summer travel 
ebbs. And since the root cause of most supply disruptions is Covid restrictions, the effect of 
more countries “learning to live with the virus”, and so normalize economic activity, means the 
supply problem should get better, rather than worse. 

https://research.gavekal.com/article/economy-and-volatility
https://research.gavekal.com/article/investing-through-taper
https://research.gavekal.com/
https://research.gavekal.com/article/persistent-inflation-takes-over
https://research.gavekal.com/article/liquidity-and-shortages
https://research.gavekal.com/article/temporary-respite
https://research.gavekal.com/article/breaking-down-us-inflation
https://research.gavekal.com/
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This is why I worry less about supply-side effects than growing “demand-pull” inflation, which 
in the US has two main sources. 

Rents: falling housing affordability means more Americans are wanting to rent than buy a 
house, and this is pushing up rents (see A Renter’s Housing Market?).With mortgage rates 
expected to rise on the back of Fed tapering and the Treasury’s cash drain, housing affordability 
is set to deteriorate further, and so keep upward pressure on rents. 

Tight labor market: as temporary factors abate, tight supply will keep wages rising, as Will 
Denyer has warned for months (see Fighting The Fed Over Wages). Indeed, a range of data 
releases point to firms facing severe labor shortages. With total payrolls still 4.7mn below their 
pre-Covid peak, it is true that some Americans are “available” to work, but as Louis has argued, 
many may choose to stay at home (see Labor And The Age Of Shortages). Also, temporary 
unemployment and the share of people seeking a job has normalized. This means there is no 
more excess cheap labor waiting to be hired. Of course, employers can fix this problem by just 
paying more! That was the experience of 2016-19, when US labor force participation started 
rising only after wage growth rose. 

 

Market participants recognize the transition from “transient” to “permanent” inflation. From 
January to May, the two-year breakeven inflation rate rose to a peak of 3.2%, more than the 
10-year breakeven inflation rate, which only rose to 2.5%. This suggests that investors expected 

https://research.gavekal.com/article/renter%E2%80%99s-housing-market
https://research.gavekal.com/article/fighting-fed-over-wages
https://research.gavekal.com/article/labor-and-age-shortages
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inflation to be elevated for only a short period of time. But since May, the two-year breakeven 
inflation rate has fallen, while the 10-year breakeven inflation rate is now testing its recent high. 
All this points to persistent US inflation, which is the new reality for investors (see Investing 
Through The Taper). 

Musical Chairs At The Fed — interview with Will Denyer 

After the resignation of two regional Federal Reserve branch presidents over potential conflicts 
of interest, the knives are out in Washington for Jay Powell, and speculation is mounting that 
the Fed chairman may not get a second term when his first expires at the end of January. At 
this critical juncture, the Fed is also getting ready to gradually end its crisis-level monetary 
policy. In this video, Will assesses what personnel changes and recent economic data may mean 
for the trajectory of US monetary policy and for the Fed’s role as US banking supervisor. 

 

The Shortage Economy 

Is the world economy going off the rails? With inflation rising, shortages of everything from 
semiconductors to energy cropping up and China in the grip of a policy-induced slowdown, things 

https://research.gavekal.com/article/investing-through-taper
https://research.gavekal.com/article/investing-through-taper
https://research.gavekal.com/content/video-musical-chairs-fed
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certainly look dicey. Just how bad things really are was the main topic of our most recent webinar 
(see below). Louis believes that shortages are now endemic and that we are moving from a 
fundamentally disinflationary globalized economy to a fundamentally inflationary regionalized 
one. Anatole is more sanguine, arguing that today’s conditions more closely resemble the 
prosperous 1950s than the stagflationary 1970s. 

 
 
Credit Bubble Bulletin – Ongoing Increased Inflation Risks: 

[Bloomberg] Chinese Banks Ease Credit Controls in Slowing Property Market 

[Reuters] Global bond rout raises prospects of 'VaR' shock 

[WSJ] Apple Warns of Supply Chain Woes While Amazon Faces Increased Labor Costs 

[Yahoo/Bloomberg] ECB Keeps Stimulus on Track as Inflation Unsettles Markets 

[Yahoo/Bloomberg] Brazil’s Biggest Hike in Two Decades Signals Rate Above 10% Soon 

[Reuters] From beers to cars, German consumers face higher prices 

[Yahoo/Bloomberg] China Targets Vegetable Hoarders as Spinach Surges 157% 

[Yahoo/Bloomberg] Interest Rates Aren’t the Only Weapon in Global Inflation Fight 

[Bloomberg] German Inflation Jumps to 4.6% as ECB Keeps Policy Unchanged 

[WSJ] Fed Leadership Uncertainty Muddies Rate-Policy Outlook 

[WSJ] Global Chip Shortage ‘Is Far From Over’ as Wait Times Get Longer 

[FT] ECB to keep buying bonds as it leaves rates unchanged 

[Reuters] U.S. dollar index falls as currency volatility picks up 

[Reuters] U.S. companies to keep prices high as supply chain headaches persist 

[Reuters] Australia's central bank loses yield control as bonds melt down 

[Dow Jones] Fed Is Behind the Curve on Countering Runaway Inflation Risks, Summers Says 

[Politico] Fed’s bank cop loses top role as leadership shakeup looms 

https://www.bloomberg.com/news/articles/2021-10-29/chinese-banks-ease-credit-controls-in-slowing-property-market?srnd=markets-vp&sref=eo0IIyEe
https://www.reuters.com/article/global-markets-bonds/global-bond-rout-raises-prospects-of-var-shock-idUSL8N2RO6Y3
https://www.wsj.com/articles/apple-aapl-q4-earnings-report-2021-11635390749?mod=hp_lead_pos3
https://ca.finance.yahoo.com/news/ecb-keeps-stimulus-track-inflation-114918914.html
https://ca.finance.yahoo.com/news/brazil-tightens-most-years-150-225757756.html
https://www.reuters.com/world/europe/beers-cars-german-consumers-face-higher-prices-2021-10-28/
https://ca.finance.yahoo.com/news/china-targets-vegetable-hoarders-spinach-210000177.html
https://ca.finance.yahoo.com/news/interest-rates-aren-t-only-060000080.html
https://www.bloomberg.com/news/articles/2021-10-28/german-inflation-jumps-to-4-6-as-ecb-keeps-policy-unchanged?srnd=premium&sref=eo0IIyEe
https://www.wsj.com/articles/fed-powell-biden-interest-rates-11635357963?mod=hp_listb_pos2
https://www.wsj.com/articles/global-chip-shortage-is-far-from-over-as-wait-times-get-longer-11635413402?mod=hp_lead_pos6
https://www.ft.com/content/c1246d03-0902-4766-95c9-866324f22c99
https://www.reuters.com/article/global-forex/forex-u-s-dollar-index-falls-as-currency-volatility-picks-up-idUSL1N2RN298
https://www.reuters.com/business/us-companies-keep-prices-high-supply-chain-headaches-persist-2021-10-27/
https://www.reuters.com/article/australia-economy-rba/update-2-australias-central-bank-loses-yield-control-as-bonds-melt-down-idUSL1N2RP016
https://www.morningstar.com/news/dow-jones/2021101213857/fed-is-behind-the-curve-on-countering-runaway-inflation-risks-summers-says
https://www.politico.com/news/2021/10/12/powell-quarles-bank-regulator-demoted-515855
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[Reuters] China Sept trade surplus with the United States at $42 bln 

[Reuters] China Sept exports rise 28.1% y/y, better than forecast 

[CNBC] Volatile energy markets are here to stay, IEA warns 

[Reuters] China says military drills near Taiwan a 'just' move 

[Bloomberg] U.S. Troops and Chinese Planes Push Taiwan Closer to Crisis 

[FT] Xi Jinping gambles on China’s economic tumult to press ahead with tough reforms 

[FT] The energy sector dilemma for high-yield debt investors 

[FT] Europe’s trucker shortage becoming ‘extremely dangerous’ 

[Yahoo/Bloomberg] Goldman Now Sees Fed Hiking Rates in July as Inflation Lingers 

[Bloomberg] Bond Market Dares Fed to Defy It After Bloody Week for Investors 

[Bloomberg] Charting the Global Economy: Inflation Builds in U.S. and Europe 

 
 

Credit Bubble Bulletin - Weekly Commentary: Losing Control  
Posted: 29 Oct 2021 11:10 PM PDT 

Tesla’s market capitalization surpassed $1.1 TN this week, the first junk-rated company with a trillion-dollar 

valuation. Now the richest individual in the world, Elon Musk’s wealth this week reached a staggering $300 

billion. The S&P500, Dow, Nasdaq100, and Nasdaq Composite ended the week at all-time highs. Microsoft retook 

the top spot as the world’s most valuable company.  

 

October 29 – Reuters (Gaurav Dogra and Patturaja Murugaboopathy): “U.S. equity funds attracted large 

inflows in the week to Oct. 27… According to Lipper data, U.S. equities funds attracted investments worth a net 
$12.99 billion, which were the largest since the week to Aug. 18.” 

 

Plenty to divert attention away from critical global market developments. Ominous Bond Market Convulsions. 

 

October 28 – Reuters (Wayne Cole): “Australia’s central bank on Friday lost all control of the yield target key to 

its stimulus policy as bonds suffered their biggest shellacking in decades and markets howled for rate hikes as 
soon as April. An already torrid week for debt got even worse when the Reserve Bank of Australia (RBA) again 

declined to defend its 0.1% target for the key April 2024 bond, even though its yield was all the way up at 0.58%. 

https://www.reuters.com/article/china-economy-trade-usa/china-sept-trade-surplus-with-the-united-states-at-42-bln-idUSB9N2QB04K
https://www.reuters.com/article/china-economy-trade/china-sept-exports-rise-28-1-y-y-better-than-forecast-idUSAZN01PABM
https://www.cnbc.com/2021/10/13/oil-iea-warns-of-volatile-energy-markets-ahead.html
https://www.reuters.com/world/asia-pacific/china-says-military-drills-near-taiwan-just-move-2021-10-13/
https://www.bloomberg.com/opinion/articles/2021-10-13/u-s-troops-and-chinese-planes-have-taiwan-closer-to-crisis?srnd=premium&sref=eo0IIyEe
https://www.ft.com/content/d4018362-7f61-48cc-931c-a4ebc216c10c
https://www.ft.com/content/2d1d377e-3ab4-451d-9913-b7daf2972b10
https://www.ft.com/content/e8ca2a08-308c-4324-8ed2-d788b074aa6c
https://ca.finance.yahoo.com/news/goldman-now-sees-fed-hiking-061946072.html
https://www.bloomberg.com/news/articles/2021-10-29/bond-market-dares-fed-to-defy-it-after-bloody-week-for-investors?srnd=markets-vp&sref=eo0IIyEe
https://www.bloomberg.com/news/articles/2021-10-30/charting-the-global-economy-inflation-builds-in-u-s-and-europe?srnd=premium&sref=eo0IIyEe
http://creditbubblebulletin.blogspot.com/
http://feedproxy.google.com/%7Er/blogspot/vOLVyH/%7E3/TZbKeCuyRaw/weekly-commentary-losing-control.html?utm_source=feedburner&utm_medium=email
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Scenting capitulation, speculators sent the yield sky-rocketing to 0.75% while yields on three-year bonds 

recorded their biggest monthly increase since 1994. All eyes were now on the RBA’s policy meeting on Nov. 2 
where investors were wagering it would call time on yield curve control (YCC) and its guidance of no rate rises 

until 2024.” 

 

October 29 – Financial Times (Hudson Lockett and Tabby Kinder): “The Reserve Bank of Australia declined to 
defend its bond-yield target, a pillar of its quantitative easing programme, unleashing what one trader 

described as ‘carnage’ in the country’s sovereign bond market. The yield on the government bond maturing in 
April 2024 jumped as high as 0.8% on Friday in a dramatic rise that began after a round of stronger than 

expected inflation data released on Wednesday. The bank had said as recently as October 5 that it was targeting 

a 0.1% yield on the security. This week’s sharp rise in yield… signalled to many traders and investors that the 
RBA was abandoning its so-called yield curve control…” 

 

The Australian bond market this week provided further evidence of an unfolding disorderly global market (and 

yield curve!) adjustment process, as raging global inflation forces central banks to retreat from ultra-loose and 

intrusive monetary policies. Australian two-year yields surged 33 bps Thursday and another 24 bps Friday, with a 

66 bps spike for the week to 0.775% - the high since January 2020. After trading as low at 0.53% in August, five-

year yields jumped 38 bps this week to 1.57%, the high since March 2019. Ten-year Australian yields surged 29 

bps this week to 2.09% - the high since March 2019. As noted above: “carnage.” 

 

October 27 – Financial Times (Matthew Rocco, Kate Duguid and Tommy Stubbington): “The Bank of Canada 

surprised investors by abruptly ending its bond-buying programme on Wednesday and pulling forward its 
expected timeline for interest rate rises, triggering a heavy sell-off in Canadian government debt. The 

announcement puts the BoC at the head of a growing number of central banks that have responded to surging 
inflation by signalling a shift towards tighter monetary policy… The main forces pushing up prices — higher 

energy prices and pandemic-related supply bottlenecks — now appear to be stronger and more persistent than 

expected,’ the bank said… ‘Higher-than-expected inflation prints and the expected rise in prices from consumers 
and businesses has put the fear of God into them,’ said Karl Schamotta, chief market strategist at Cambridge 

Global Payments. ‘I don’t think anyone was expecting this.’” 

 

Canadian two-year yields jumped 22 bps this week to 1.09%, the high since March 2020. Two-year yields were at 

0.40% on September 14th. Five-year yields jumped 17 bps this week to 1.51% - having gained 68 bps in just seven 

weeks to the high since January 2020. Ten-year yields were up seven bps to 1.72%, the high since May 2019.  

 

October 29 – Financial Times (Tommy Stubbington and Kate Duguid): “A violent shake-up in bond markets has 

intensified as fund managers are wrongfooted by a global drop in short-term debt, say analysts and investors. 
Stubbornly high inflation around the world and a hawkish response by some central banks have fuelled a rapid 

rise in short-dated government bond yields. At the same time, concerns about growth prospects in the coming 
years have kept a lid on long-term bond yields, resulting in a dramatic ‘flattening’ of yield curves. Short-term 

bond markets have ‘experienced unprecedented volatility’ this week, said George Saravelos, Deutsche Bank’s 
global head of currency research. He said a sell-off in Australia’s market was the most severe since 1996, while 
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Canada had been hit with its worst decline since 2009. Saravelos said the moves have been exacerbated by 

investors being forced to abandon soured bets as markets move against them. ‘What is happening now runs 
beyond macro,’ he said… ‘This is the closest we can get to a distressed market.’” 

 

FT (Hudson Lockett and Tabby Kinder): “‘The RBA [Reserve Bank of Australia] simply doesn’t show up to 

defend their yield target, the bonds are slaughtered,’ one fixed income trader said, also describing the latest 
moves for Australian, New Zealand and Canadian bond yields as ‘massive carnage’.” 

 

New Zealand two-year yields jumped 28 bps this week (84bps in four weeks!) to a four-year high 2.06%. Five-year 

yields rose 25 bps – 54 bps in two weeks – to 2.36%, the high since April 2018. Ten-year yields rose 14 bps to 

2.64%, the high since November 2018 (up 50bps in four weeks). 

 

October 28 – Financial Times (Martin Arnold and Tommy Stubbington): “Christine Lagarde rebuffed investor 
expectations that the European Central Bank could raise rates next year to quell fast-rising prices, even as she 

acknowledged that its latest governing council meeting was dominated by a discussion of ‘inflation, inflation, 
inflation’. The ECB president said the council had done ‘a lot of soul-searching’ to test its assumption that 

inflation would fade next year, and its analysis did ‘not support’ market expectations for a rate rise before the 

end of 2022. Nevertheless, even as Lagarde spoke…, investors ramped up their bets of an ECB rate rise. Markets 
are currently pricing in a 0.1 percentage point rise by September next year. ‘The view in the market is that 

central banks are behind the curve,’ said ING rates strategist Antoine Bouvet. ‘The ECB is no exception.’” 

 

“Yield curve control” blew up in the Reserve Bank of Australia’s face. Perhaps not as explosive, but Christine 

Lagarde’s effort to talk down European yields and rate expectations elicited a rather thunderous backfire. Italian 

10-year yields jumped 23 bps Thursday and Friday to 1.17%, the high since July 2020. After rising six bps 

Thursday, Greek 10-year yields surged 25 bps in Friday’s session to 1.31%, the high since June 2020. Portuguese 

yields jumped 10 bps Friday to 0.52% (high since May), and Spanish yields rose nine bps Friday to 0.61% (near 

high from June 2020).  

 

Meanwhile, EM bond market carnage continues. Brazilian 10-year yields traded Thursday to a near five-year high 

12.43% (ended the week at 12.20%). Brazil dollar 10-year yields rose nine bps this week to 4.82% (high since July 

2020). South African yields rose 28 bps to an 18-month high 10.18%. Russian yields surged 37 bps to 8.22% - up 

73 bps in two weeks to the high since March 2020. 

 

EM currencies remain under pressure. The South African rand dropped another 2.7% this week, with the Mexican 

peso down 1.9%. Eastern Europe’s bonds and currencies weakened further. The Polish zloty declined 1.0%, the 

Russian ruble 0.9%, the Romanian leu 0.8%, the Bulgarian lev 0.7% and the Czech koruna 0.7%. 

 

October 29 – Bloomberg (Hema Parmar and Nishant Kumar): “A rapid convergence in key global bond yields is 
behind losses for some of the biggest macro hedge funds. Chris Rokos’s hedge fund has sunk 11% in October, in 

part because of wagers that the difference between short- and long-term U.K. and U.S. government bond yields 
would widen, according to people familiar with the matter. Instead, they’ve tightened. The market’s shift to 
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expecting Bank of England rate hikes sooner caused most of the harm at Rokos Capital Management… The fund, 

down 20% for the year, is on track to post its worst annual loss ever. The firm isn’t alone as traders bet central 
banks will curtail stimulus measures much faster than had been expected, roiling so-called steepener trades.” 

 

Speculative yield curve trades are blowing around the world, surely inflecting painful losses upon a segment of the 

leveraged speculating community. The UK’s two year-10 year spread dropped 32 bps this week to 44 bps. In 

Canada, this spread declined 12 bps to 50.5 bps – with a three-week drop of 25 bps. In chaotic Wednesday trading, 

Canada’s 2yr-10-yr spread sank 18 bps to 44 bps (narrowest since January). The 2yr-10yr spread dropped 31 bps 

in Australia to 93 bps. In the U.S., it fell 12 bps to 105 bps. 

 

October 28 – Reuters (Karen Pierog and Gertrude Chavez-Dreyfuss): “Investors are gauging what a furious 
flattening of the U.S. yield curve suggests about expectations for growth and how aggressively the Federal 

Reserve may tighten monetary policy in the face of surging inflation. Yields on 20-year Treasuries rose above 
those on 30-year bonds several times on Thursday, a move analysts pinned on technical factors, including 

higher demand for much more liquid 30-year bonds as well as expectations of a more hawkish Fed.” 

 

October 28 – Reuters (Clare Jim and Andrew Galbraith): “Chinese developers took a drubbing on Thursday, 

with shares and bonds falling, creditors seizing assets and rating agencies distributing more downgrades, 
ahead of a final debt payment deadline for China Evergrande Group on Friday. Shares of Kaisa Group were 

hardest-hit… after rating agency downgrades that highlighted the company's limited access to funding and 
significant U.S. dollar debt obligations.” 

 

It's also worth noting that global bank stocks were under pressure this week. The Hang Seng China Financials 

Index sank 3.2%, with Japan’s TOPIX Bank Index falling 3.3%. Even high-flying U.S. financial stocks lost a little 

altitude, with the KBW Bank Index falling 2.8%. But for the most part, U.S. equities completely disregarded U.S. 

and global bond market spasms. Persistent squeeze dynamics and the unwind of hedges – not to mention strong 

fund inflows – sustained momentum for the week. 

 

Every cycle is different – each with its individual nuance. There are, however, recurring speculative dynamics. For 

me, the current backdrop is increasingly reminiscent of the summer of 1998. At July 20th, 1998 highs, the 

S&P500 enjoyed a y-t-d return of 23%. Financial stocks were outperforming, with the Broker/Dealer index up 

31%. I was convinced Russia was on the cusp of financial crisis. How could markets disregard the risks associated 

with such a major development? The answer in the summer of 1998 was a rather simple mantra: “The West will 

never allow Russia to collapse.” 

 

I knew the hedge funds had huge levered positions in Russia’s debt. I was also focused on a big increase in 

derivatives activity to hedge against declines in the ruble and Russian bonds. It was clear to me that Russia was in 

trouble, and if their markets faltered, there was a high probability of illiquidity, dislocation, and a financial 

collapse that would rock the leveraged speculating community and global markets. 

 

In the six weeks between July 20th highs and September 1st lows, the S&P500 sank 21%. And between July highs 
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and October lows, the Broker/Dealer index collapsed 56%. I was familiar with Long-term Capital Management 

going into the crisis. I was as shocked as anyone to learn of their egregious leveraging and $1 TN notional value 

derivatives portfolio. It’s not an exaggeration to say the global financial system was pushed to the brink. The Fed 

orchestrated a bailout, there was the so-called “Committee to Save the World” – Greenspan, Rubin and Summers 

– along with rate cuts – that reversed crisis dynamics and unleashed the 1999 mania.  

 

Today’s risks so greatly dwarf 1998 that they’re hardly comparable. In key respects, China’s bubble is without 

precedent. Its global financial and economic impact today rivals, if not exceeds, the U.S. The amount of global 

leveraged speculation today makes ‘98 excess seem trivial. And while I presume there are no global funds as 

recklessly positioned as LTCM, there are reasons to fear that scores of funds have pushed the risk and leverage 

envelope. A seasoned hedge fund operator ran Archegos with more than 10 to 1 leverage in concentrated stock 

holdings. We also witnessed in March 2020 the chaos unleashed when de-risking/deleveraging gained 

momentum. Now yield global “carry trades” and yield curve bets have started blowing up. 

 

There’s another big difference between now and 1998: open-ended QE, and now unshakable confidence that 

central banks will do “whatever it takes” to sustain the boom. 1998’s “the West will never allow a Russia collapse” 

has evolved to today’s “Beijing and global central bankers have everything under control.” And such market 

perceptions are fundamental to the type of egregious speculative leverage and excess that ensure future crises. 

And, clearly, the world has never witnessed the scope of excess that has accumulated over the past decade – and 

especially over the last 19 months.  

 

The shifting winds of global liquidity backdrop are palpable. Chinese contagion has ratcheted up general risk 

aversion. De-risking/deleveraging dynamics have gained important momentum in the emerging markets. And this 

week there were forced unwinds of levered yield curve trades. Global liquidity has begun to wane, and financial 

conditions have started tightening, which is now impacting the more vulnerable markets and economies. 

Ominously, talk returned this week of liquidity concerns in sovereign debt markets, including Treasuries.  

 

Meanwhile, inflation has become a pressing issue around the globe, unsettling central bankers and bond markets 

alike. This comes with major policy and market ramifications. Chinese contagion has already manifested into 

weakening EM currency markets, compounding inflation risk in key EM economies. There is now heightened 

pressure on central banks – EM in particular – to raise rates - to bolster sinking currencies and counter mounting 

inflationary pressures.  

 

The world today confronts a unique confluence of synchronized fragile bubbles and surging inflation. And, 

importantly, the worsening inflationary backdrop is reducing central bank flexibility to use monetary stimulus in 

response to market instability. This is poised to become a key issue, with major ramifications for vulnerable 

market bubbles.  

 

For some time now, markets have assumed that central bank liquidity would put a floor under market prices, 

while ensuring rapid market recovery in the event of a bout of instability. But central banks pushed things much 

too far. Especially after the pandemic response, unprecedented monetary stimulus further inflated historic 
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bubbles, stoking the most powerful inflationary dynamics in decades.  

 

This creates a critical dilemma: When bubbles falter, central bankers will confront dislocated markets demanding 

Trillions of additional liquidity, in a backdrop of already powerful inflationary pressures. This is poised to be a real 

nightmare for central bankers that supposedly have everything under control. 

 

Next week will be the Fed’s turn to operate in the new environment. The FOMC will be pondering whether leaning 

“dovish” or “hawkish” would be best received by an unsettled bond market. From Friday WSJ: “Consumer prices 

rose at the fastest pace in 30 years in September while workers saw their biggest compensation boosts in at least 

20 years…” With inflation raging and the Fed so far “behind the curve,” expect the bond market to lose patience 

with the idea of waiting months to get rate normalization started. But then there’s the faltering Chinese Bubble, 

along with global de-risking/deleveraging gaining momentum.  

 

Today’s unparalleled degree of uncertainty is anathema to leveraged speculation. There was evidence this week 

that central banks are Losing Control, a precarious dynamic that will spur a ratcheting down of risk throughout 

the global leveraged speculating community. 

 
 
Public debt as a percentage of GDP in 20 advanced economies has just surpassed the WWII 
level... After WWII excess debt was inflated away with double digits negative real rates...  
How will the problem get solved this time? 
 

 

https://twitter.com/MichaelaArouet/status/1414901795923562497/photo/1
https://twitter.com/MichaelaArouet/status/1414901795923562497/photo/1
https://twitter.com/MichaelaArouet/status/1414901795923562497/photo/1
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The FED can either remove the greatest monetary expansion in US History, which will pop 
the greatest financial bubble in US History, or they can go down in history as not 
understanding that monetization of the debt creates inflation as their textbooks taught them. 
 
For investors looking for an asset class with huge sensitivities to inflation, silver should be 
seriously considered. In the inflationary 1970s, silver appreciated an amazing 40 fold in 
price. It was ultimately the focus of a huge operation by the Hunt Brothers to corner the 
market, driving silver to over $50 per ounce — a price that is still 100% higher than the 
price of silver today. 
 
Although not as cheap relative to gold as it was last year (the gold-silver ratio is 70 versus 
its all-time high of 125 last year), silver still has significant upside potential. In the last 
gold bull market which peaked in 2011, the gold-silver ratio fell to under 35. During the 
great precious metals bull market of the 1970s, the ratio fell to 15.  
 
Given our belief that inflation will eventually become a huge problem, we would like to 
emphasize two points. We believe the manipulation of silver prices last quarter by retail 
investors will only be the first of many attempts by speculators to “bull” the silver market 
this decade. Before this precious metals bull market is over, we believe another attempt 
will be made by either financial speculators or wealthy individuals to corner the silver 
market, much like the Hunt Brothers tried to do 40 years ago. In dollar terms, the silver 
market is only 5% of the gold market. Given the massive amounts of money creation, silver 
would present itself as a tempting target. Second, we believe before this precious metals 
bull market is over, we will see the gold-silver ratio approach the level it saw back in 1980 
— 20 or below. If gold hits our $15,000 target and the gold-silver ratio falls to 20, this 
implies a silver price of $750 per ounce — 30 times higher than today’s price. 
 
In summary, the corrective phase in gold remains in place. Although gold demand remains 
extremely strong in India, conflicting demand signals are still emanating from China 
(however most recently China’s gold demand is once again improving). However, central 
bank gold buying has receded, and western physical gold demand has now turned into a 
source of supply. The loss of this demand from both central bank and western investors is 
pressuring the gold price. We are carefully monitoring the potential return of demand from 
both sources. For long-term patient investors, you are again being presented with another 
great buying opportunity in both gold and silver. 
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BCA - More US Inflation Policies Coming: 
 
Investors should not bet on zero tax hikes but they should prepare for positive surprises 
relative to the 5.5%-7% corporate tax hike that was previously envisioned. 
 
Thus, the reconciliation bill will be even more stimulating than expected at a time when the 
output gap is closed.  Maintaining low corporate taxes while boosting government spending 
on infrastructure, R&D, renewables, and social safety should be good for productivity, 
potential growth, and the US dollar over the long run.  However, over the short to medium 
term this will weigh on the USD and deliver even more stimulating policies adding further 
fuel to the many existing inflationary pressures. 
 
The team still gives 65% odds for the reconciliation bill to pass.  Reconciliation is the critical 
means of avoiding a national debt default after the December 3 deadline. 
 
This assumes that bipartisan infrastructure passes (80% odds). 
 
 
BCA - Five Factors for Fed Liftoff: 

 
 
BCA Research’s US Bond Strategy service still views December 2022 as the most likely liftoff 
date. 

https://www.bcaresearch.com/reports/view_report/33641/di
https://www.bcaresearch.com/reports/view_report/33637/usbs
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The team is monitoring five factors to see if their forecast needs to be revised. 
1. The Unemployment Rate: The Fed has officially pledged through its forward guidance 
not to lift rates until “maximum employment” is reached. The Fed will likely refrain from 
lifting rates until the unemployment rate reaches 3.8%. 
2. Labor Force Participation: The Fed will refrain from lifting rates until the prime-age 
(25-54) labor force participation rate is close to its February 2020 level. 
3. Wage Growth: While wage growth is rising quickly right now, there is a strong sense that 
wage growth will moderate as pandemic fears (and labor shortages) wane. What will be 
more important is what wage growth looks like when the unemployment rate is close to the 
Fed’s target of 3.8%. At that point, accelerating wages will give the Fed a strong signal that 
a 3.8% unemployment rate really does constitute “maximum employment”. 
4. Non-Transitory Inflation: The Fed only wants to tighten policy if it sees an increase in 
broad-based inflationary pressures that will not be contained naturally by a return to more 
normal aggregate supply conditions. Measures of core inflation excluding those sectors that 
have been most impacted by the pandemic supply disruptions would be one signal of such 
broad-based inflationary pressures. Our bond strategists are also looking at indicators of 
inflation’s breadth across its different components, which have recently spiked to 
concerning levels. 
5. Inflation Expectations: At present, inflation expectations remain well-anchored. The 
Fed will move much more quickly toward rate hikes if the 5-year/5-year forward TIPS 
breakeven inflation rate moves above 2.5%. 
 
 

Gold price to double as Fed kicks off 
tightening and economy flatlines 
Excerpt from Kitco - Thursday October 21, 2021 

The obstacle for the Fed is how far behind the curve it is, added Peter Boockvar. "You have 

the most intense inflationary pressure since the 1970s. And the Fed is going to do seven 

months of tapering, and rates are still going to be at zero," he said. 

This is why Boockvar doesn't see anything more compelling than investments in gold and 

silver. Both metals have found their bottom and are ready to resume their bull rallies, he said. 
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"Gold and silver bottomed in December 2015, just as the Fed started raising interest rates for 

the first time in seven years. Gold went up with interest rates in the 1970s. The federal funds 

rate in the mid-2000 went from 1% to 5.25%, and gold doubled," he noted. 

The gold mining industry is also a winning trade right now. "The miners are very cheap, and 

they're not getting any respect [despite] paying healthy dividends," Boockvar stated. "When we 

think about the good mining companies that have the all-in sustainable costs of $800, even 

$900, and they can sell gold at $1,800, that's a pretty large profit margin that these companies 

haven't had in a while." 

 
 
  

Van Eck - Gold Investing  
 

Is Gold’s Sideways Trend Nearing Its End?  
 

Today | 11:00 a.m. ET 

Is Gold’s Sideways Trend Nearing Its End? (3435380) (on24.com) 
  

https://drive.google.com/file/d/1cwZvEleKAnjhAJPTjsFm5Q
CiS9Wdt4Vk/view  

  

  

We believe gold’s prolonged period of consolidation may be nearing an end as markets finally 
begin grasping the realities of operating in a longer-term inflationary environment. As global gold 
production continues to grind past pre-pandemic levels, we believe it is only a matter of time 
before generalist investors run out of reasons not to own the space. 

TOPICS 

• Recent moves in the price of gold 
• Our inflation outlook and lingering risks to the financial markets 
• Developments among several of our favorite positions with a highlight on some juniors 

 
SPEAKER 

Joe Foster, Portfolio Manager, Gold Strategy, VanEck 
 

  
  

 
 

Now is the time to look at gold miners again; BANG 
stocks over FANG stocks - Felder Report 

https://click.vaneck.com/dc/krSeCAJ7wGbHbEPjL1ONF343uy0QNKPO1HAE0ZxBEbiZV0cGxxZG1alGA9wjGQ3fZZyUGyldnXwXBw1_5qM8SU4dx156StfLHSWv5mf9H0HIZKtBh89QDPlOHMaOtpYAvPK3XfCfnpm1qYzOaWEATMEKMrYGNZzTfNLoXXb_mdoQh_IYZ-vI-vlkb2rFyMxFWPNzOd9I4qL5ajhGU4Ihvt-IgoD5SbupGnwN9TzD7cd-ikicDiuGKFV2K_HACz0w/NDEwLVhPUi02NzMAAAGAN5xnh8fMv2o7BWL-a96JzkND2dB4rTjWsq9auBX5zfFjuXKctn9Mr6llblV3Myop7dyMxZU=
https://event.on24.com/eventRegistration/console/EventConsoleApollo.jsp?&eventid=3435380&sessionid=1&username=&partnerref=&format=fhvideo1&mobile=&flashsupportedmobiledevice=&helpcenter=&key=44306873F1F2836679C1302C72947F3D&newConsole=true&nxChe=true&newTabCon=true&consoleEarEventConsole=false&text_language_id=en&playerwidth=748&playerheight=526&eventuserid=484006144&contenttype=A&mediametricsessionid=417786508&mediametricid=4818554&usercd=484006144&mode=launch
https://drive.google.com/file/d/1cwZvEleKAnjhAJPTjsFm5QCiS9Wdt4Vk/view
https://drive.google.com/file/d/1cwZvEleKAnjhAJPTjsFm5QCiS9Wdt4Vk/view
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“Felder had the same call in 2018 when he started recommending investors look at what he 
called the BANG stocks: Barrick (NYSE: Gold), Agnico Eagle (NYSE: AEM, TSX: AEM), 
Newmont/Goldcorp (NYSE: NEM) over FANG stocks: Facebook (Nasdaq: FB), Amazon 
(Nasdaq: AMZN), Netflix (Nasdaq: NFLX, Google (Nasdaq: GOOGL). 

From his initial call, in May 2018, the VanEck Gold Miners ETF (NYSEArca: GDX), which 

represents senior gold producers, has risen 44%. The miner ETF peaked in July 2020, which 

represented a gain of nearly 90%. 

Now Felder said that he sees the same conditions from three years ago. Despite record 

margins, increased cash flow and improved balance sheets, the mining sector has seen 

lackluster interest as gold prices remain trapped in consolidation.” 

 
 

BCA - China: Thus, power shortages raise the possibility that any economic 
rebound will be delayed. Moreover, if production cuts are prolonged, they could potentially raise 
Chinese export prices, and become another source of upside pressure on inflation globally. 
 
 

Chinese gold imports from Hong 
Kong hit a 5-month high 
Rajan Dhall Wednesday October 27, 2021 05:47 Kitco News 

Reuters has reported that China's net gold imports (via Hong Kong) rocketed nearly 60% in 

September. The data from the Hong Kong Census and Statistics Department showed that this 

would mean this is the highest level in five months. 

Getting into the numbers, net gold imports via Hong Kong to China, stood at 34.786 tonnes in 

September compared with 21.804 tonnes in August. Total gold imports via Hong Kong rose to 

41.877 tonnes from 24.549 tonnes. China held 62.64 million fine troy ounces of gold at the end 

of September, data from the central bank's State Administration of Foreign Exchange showed. 

https://www.kitco.com/finance/stocks/details.html?j1_module=stockDetail&j1_symbol=FB&j1_region=US
https://www.kitco.com/finance/stocks/details.html?j1_module=stockDetail&j1_symbol=AMZN&j1_region=US
https://www.kitco.com/finance/stocks/details.html?j1_module=stockDetail&j1_symbol=NFLX&j1_region=US
https://www.kitco.com/finance/stocks/details.html?j1_module=stockDetail&j1_symbol=GOOGL&j1_region=US
https://www.kitco.com/reporters/RajanDhall/
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Lower gold prices in the international market as well as in local currency has attracted some 

more gold buying, said Commerzbank analyst Daniel Briesemann. "Even in China, inflation is 

picking and that is also behind higher gold buying." 

BMO noted "China’s net gold imports via Hong Kong surged 65% m/m to 423tpa in 

September, from 257tpa in August, the highest level in five months, report Reuters. Demand 

was lifted amid contagion fears arising from the Evergrande situation, and softer prices in the 

international market as well as in local currency." 

In China, premiums rose to $12 per ounce in September, over global benchmark prices. Spot 

gold fell 3% last month. The Hong Kong data may not provide a complete picture of Chinese 

purchases because gold is also imported via Shanghai and Beijing. 
 
 
GEOPOLITICS – CHINA WILL ENSURE TAIWAN’S UNIFICATION... 
EVENTUALLY... JUST NOT NOW... MEANWHILE, THE US PREPARES FOR THE 
COLD WAR WITH CHINA WHICH WILL INEVITABLY DEVELOP INTO A HOT 
WAR (I.E. OVER TAIWAN): 
 
BCA - Biden Stands Behind Taiwan 

At a CNN town hall on Thursday 
President Biden stated that the US is committed to defending Taiwan[1] if China tried to attack 
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it. The White House later clarified that there was no change in US policy towards Taiwan. 
Although the US supports Taiwan through arms sales, it has not explicitly committed to 
defending the island. China’s Foreign Ministry spokesperson Wang Wenbin responded to 
Biden’s comments by stating “there is no room for China to compromise or make concessions” 
when it comes to its core interests and that “Taiwan is an inalienable part of China’s territory.” 
These exchanges are occurring as Biden and Xi Jinping prepare for a virtual meeting before 
year-end. 

Biden’s comments come amid an escalation in tensions as the US and China engage in saber-
rattling near Taiwan. Our geopolitical strategists view Biden’s comments as removing ambiguity 
about the US’s commitment to defending Taiwan. They believe that while it could trigger China 
to respond with a major escalation, Biden’s explicit commitment to defending Taiwan will 
ultimately raise deterrence against a Chinese attack over a medium-term horizon. Nevertheless, 
our colleagues view Taiwan as the epicenter of global geopolitical risk. The strategic nature of the US-
China conflict implies that tensions over Taiwan will persist. They remain pessimistic about the 
geopolitical outlook for China and Taiwan and therefore maintain a cautious stance on the 
Taiwanese dollar and Taiwanese equities. 

[1] Province of China. 

 

China’s Orbiting Missile Exploits Weakness 
in U.S. Defenses 
By Brendan Scott, Jon Herskovitz, and Kari Soo Lindberg 
October 18, 2021, 9:45 PM EDT 

•  Beijing sent hypersonic vehicle around globe, FT reports 
•  Latest move by U.S. rival to neutralize missile shields 

China’s Orbiting Missile Exploits Weakness in U.S. Defenses - Bloomberg 
 

[Reuters] U.S. committed to helping Taiwan defend itself - top U.S. diplomat 

[Reuters] Biden vows to stand with Asia on freedom, hits at China on Taiwan 

[CNN] Taiwan's President says the threat from China is increasing 'every day' and confirms 
presence of US troops on the island 

 

https://www.bcaresearch.com/reports/view_report/33517/gps
https://www.bcaresearch.com/#_ftnref1
https://www.bloomberg.com/authors/AR1yBJgdg98/brendan-scott
https://www.bloomberg.com/authors/AT6ZMmc-MW4/jon-herskovitz
https://www.bloomberg.com/authors/AUIbkVtXqU4/kari-soo-lindberg
https://www.bloomberg.com/news/articles/2021-10-19/china-s-orbiting-missile-exploits-weakness-in-u-s-defenses?sref=eo0IIyEe
https://www.reuters.com/world/us-committed-helping-taiwan-defend-itself-top-us-diplomat-2021-10-29/
https://www.reuters.com/world/asia-pacific/summit-with-se-asia-japan-champions-open-seas-australia-defends-aukus-pact-2021-10-27/
https://www.cnn.com/2021/10/27/asia/tsai-ingwen-taiwan-china-interview-intl-hnk/index.html
https://www.cnn.com/2021/10/27/asia/tsai-ingwen-taiwan-china-interview-intl-hnk/index.html
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Xi Jinping’s Strategy 
A big part of the world’s uncertainty today emanates from China, where the government has 
spent a year making aggressive regulatory moves in many sectors. In our latest Strategy 
Monthly, Andrew explains that these actions stem from Xi Jinping’s strategic goals: equipping 
China to achieve global technological leadership and holding its own in the strategic rivalry with 
the US. The price is a deeper than expected economic slowdown. 

Andrew Batson, Strategy Monthly: The Macro Risks Of Xi Jinping’s Agenda [GK,DG] 

 

[Bloomberg] China Minister Says Taiwan’s Only Prospect Is Unification 

 

[NYT] Xi Hasn’t Left China in 21 Months. Covid May Be Only Part of the Reason. 
 

A first look at TSMC's giant 5-nanometer chip 
fab being built outside Phoenix in the USA: 
 
https://www.cnbc.com/video/2021/10/16/secretive-giant-tsmcs-100-
billion-plan-to-fix-the-chip-shortage.html?__source=androidappshare 
 
 
BCA RESEARCH’S 42nd ANNUAL GLOBAL INVESTMENT CONFERENCE: 
 
 

BCA Research Annual Investment 
Conference 
  

https://research.gavekal.com/content/strategy-monthly-macro-risks-xi-jinping%E2%80%99s-agenda
https://www.bloomberg.com/news/articles/2021-10-30/china-minister-says-taiwan-s-only-prospect-is-unification?srnd=premium&sref=eo0IIyEe
https://www.nytimes.com/2021/10/30/world/asia/china-xi-jinping-g20.html
https://www.cnbc.com/video/2021/10/16/secretive-giant-tsmcs-100-billion-plan-to-fix-the-chip-shortage.html?__source=androidappshare
https://www.cnbc.com/video/2021/10/16/secretive-giant-tsmcs-100-billion-plan-to-fix-the-chip-shortage.html?__source=androidappshare
https://research.gavekal.com/
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BCA Research’s 42nd Annual Global Investment Conference took place as a virtual event on 
October 19-22, 2021. 
 

This year’s theme – “Post Pandemic – Boom or Bust?” –addressed the many challenging 
questions facing investors over the coming year. For example, will the past year’s extreme 
policy measures bring an end to low inflation era? How much upside is left in global equity 
markets? Will the economic outlook be shaped by secular stagnation or a new technology-
led boom in growth? Is a new commodity supercycle underway? Are cryptocurrencies a fad 
or an important new asset? These and other key issues were discussed by an impressive 
lineup of experts, with an ultimate focus on actionable investment ideas. 
 
I attended the BCA Research Annual Global Investment Conference, as I have over the past 
25+ years, and as always there was some value add to be had. Below is the Agenda and I 
have included some recordings (i.e. see links) of select presentations for interested INTAC 
client’s review: 
 

Agenda 
Tuesday, October 19th 
 
• 9:00 AM - 10:00 AM EDT - Is Higher Inflation Inevitable? 

https://drive.google.com/file/d/1x47HCew9mAoazuYvFNeIQXNofzRoTEYZ/view  
o Olivier Blanchard 

Economic Counsellor and Director, IMF - International Monetary Fund 
o Megan Greene 

Global Chief Economist and Senior Fellow, Harvard Kennedy School 
• 10:15 AM - 11:15 AM EDT - The Economic and Social Legacies of Covid-19 

https://drive.google.com/file/d/1tBUZEJQTtiaUjz-J_vYQ6QwoHAq9sBZL/view  
o Anu Madgavkar 

Partner, McKinsey Global Institute 
o Nicholas Bloom 

Professor of Economics, Stanford University 

https://drive.google.com/file/d/1x47HCew9mAoazuYvFNeIQXNofzRoTEYZ/view
https://drive.google.com/file/d/1tBUZEJQTtiaUjz-J_vYQ6QwoHAq9sBZL/view
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• 11:30 AM - 12:30 PM EDT - Discussion with BCA Strategists 
o BCA - Discussion With BCA Research Strategists Peter Berezin & Jonathan 

LaBerge: Oct 19, 2021 12:36 PM 
https://drive.google.com/file/d/1znw876lxABb1M_kSSikdeZ7vmF0DeHwp/vi
ew  

• 12:45 PM - 1:45 PM EDT - Report Card on the Biden Administration  
https://drive.google.com/file/d/1XQ3SFHz_1_3NnIDPWHyuWMQsv-QxXxFB/view  

o A. B. Stoddard 
Associate Editor and Columnist, RealClearPolitics 

• 2:00 PM - 3:00 PM EDT - Technology and Productivity: A Debate 
https://drive.google.com/file/d/1K4FZVXRCy1QBeggr8Zsfuurs_tz_2Kt3/view  

o Robert Gordon 
Professor of Economics, Northwestern University 

o Matt Ridley 
Journalist and Author 

  
Wednesday, October 20th 
 
• 9:00 AM - 10:00 AM EDT - Equity Bubble or Sustainable Rally? 

https://drive.google.com/file/d/1dAuSeRy0TegXKaiHMuRnV5YWHHZ49PUB/view  
o Ben Inker 

Head of Asset Allocation, GMO 
o Katie Stockton 

Founder and Managing Partner, Fairlead Strategies 
• 10:15 AM - 11:15 AM EDT - A New Commodity Supercycle 

https://drive.google.com/file/d/10hOKQb8k6uAvXaliXAvJVqOf5QW15kMS/view  
o Jeff Currie 

Global Head of Commodities Research, Global Investment Research 'GIR' Division 
- Goldman Sachs 

https://drive.google.com/file/d/1znw876lxABb1M_kSSikdeZ7vmF0DeHwp/view
https://drive.google.com/file/d/1znw876lxABb1M_kSSikdeZ7vmF0DeHwp/view
https://drive.google.com/file/d/1XQ3SFHz_1_3NnIDPWHyuWMQsv-QxXxFB/view
https://drive.google.com/file/d/1K4FZVXRCy1QBeggr8Zsfuurs_tz_2Kt3/view
https://drive.google.com/file/d/1dAuSeRy0TegXKaiHMuRnV5YWHHZ49PUB/view
https://drive.google.com/file/d/10hOKQb8k6uAvXaliXAvJVqOf5QW15kMS/view
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o Lavan Mahadeva 
Research Director, CRU 

• 11:30 AM - 12:30 PM EDT - Discussion with BCA Strategists 
o BCA - Discussion With BCA Research Strategists Irene Tunkel & Robert Ryan: 

Oct 20, 2021 12:05 PM 
https://drive.google.com/file/d/1-_U7y-l0R0-DvzTDADv3P5gqlBOhvxcP/view  

• 12:45 PM - 1:45 PM EDT - Climate Change and ESG Investing 
https://drive.google.com/file/d/1V4CDWRXN84Q3hFya-hwNkpgOVCroU5lt/view  

o Ellen Hughes-Cromwick 
SR. Resident Fellow for Climate and Energy Program, Third Way 

• 2:00 PM - 3:00 PM EDT - The Outlook for Cryptocurrencies 
https://drive.google.com/file/d/1wFeK1_qUQ5bG2MgB8_9u25MwlI9WEFbs/view  

o Nouriel Roubini 
Professor of Economics, NYU Stern School of Business 

o Dhaval Joshi 
Chief Strategist, Counterpoint, BCA Research 

  
Thursday, October 21st 
 
• 9:00 AM - 10:00 AM EDT - The Outlook for China 

https://drive.google.com/file/d/1SZvt2XsidueCfBtrmqnOtmn8wvIXU_ev/view  
o Charlene Chu 

China Macro Financial Senior Analyst, Autonomous Research 
o Elizabeth Economy 

C.V. Starr Senior Fellow & Director of Asia Studies, Council on Foreign Relations 
o Jing Sima 

Chief China Investment Strategist, BCA Research 
• 10:15 AM - 11:15 AM EDT - Emerging Markets Risks and Opportunities 

Attended and did not record. 

https://drive.google.com/file/d/1-_U7y-l0R0-DvzTDADv3P5gqlBOhvxcP/view
https://drive.google.com/file/d/1V4CDWRXN84Q3hFya-hwNkpgOVCroU5lt/view
https://drive.google.com/file/d/1wFeK1_qUQ5bG2MgB8_9u25MwlI9WEFbs/view
https://drive.google.com/file/d/1SZvt2XsidueCfBtrmqnOtmn8wvIXU_ev/view
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o Teresa Barger 
Co-Founder and CEO, Cartica 

o Arthur Budaghyan 
Chief Emerging Markets Strategist, BCA Research 

• 11:30 AM - 12:30 PM EDT - Discussion with BCA Strategists 
o Attended and did not record. 

• 12:45 PM - 1:45 PM EDT - Geopolitical Threat to Markets 
https://drive.google.com/file/d/1zBfXL_v0rZaKuy7Oebc62KpBGXnD5KmE/view  

o Robert Kaplan 
Author & Foreign Correspondent, The Atlantic 

• 2:00 PM - 3:00 PM EDT - Challenges to US Dollar Supremacy 
https://drive.google.com/file/d/1g0ZLFEG2hSDbTFrPO9D8-DG_otYFVSyJ/view  

o Barry Eichengreen 
Professor of Economics and Political Science, University of California 

o Chester Ntonifor 
Foreign Exchange Strategist, BCA Research 

  
Friday, October 22nd 
  
• 9:00 AM - 10:00 AM EDT - Can Europe Escape Secular Stagnation? 

Attended and did not record. 
o Martin Sandbu 

Economics Editor, Financial Times 
o Janet Henry 

Global Chief Economist, HSBC 
• 10:15 AM - 11:15 AM EDT - Outlook for Real Estate 

Attended and did not record. 
o Richard Barkham 

Global Chief Economist, CBRE 

https://drive.google.com/file/d/1zBfXL_v0rZaKuy7Oebc62KpBGXnD5KmE/view
https://drive.google.com/file/d/1g0ZLFEG2hSDbTFrPO9D8-DG_otYFVSyJ/view
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o David Berson 
Senior Vice President and Chief Economist, Nationwide Mutual 

• 11:30 AM EDT - 12:30 PM EDT - Asset Allocation Strategies 
https://drive.google.com/file/d/1eT33VI-NkQBFzUlF2f37nJ4xc5UaK4wb/view  

o Kate Moore 
Managing Director and Chief Equity Strategist, BlackRock 

o Peter Brooke 
Head of Macro Solutions, Old Mutual Investment Group 

• 12:45 PM - 1:45 PM EDT - Conference Wrap-Up 
https://drive.google.com/file/d/1yMdKjYsx35NV9YPCQBIDZYpvppwBv6IF/view  

 
It was nice to see a much higher participation of female panelists presenting at the BCA 
Conference this year and below I have included an alphabetical list of the panelists including 
their biographies: 
 
 

 

A.B. Stoddard 

A.B. Stoddard is an associate editor and columnist with political news site and polling 

data aggregator RealClearPolitics, and a contributor and guest host for SiriusXM’s 

POTUS Channel. She appears regularly on Fox News Channel, Fox Business Network, 

CNN, and MSNBC for her expertise as a political commentator. 

https://drive.google.com/file/d/1eT33VI-NkQBFzUlF2f37nJ4xc5UaK4wb/view
https://drive.google.com/file/d/1yMdKjYsx35NV9YPCQBIDZYpvppwBv6IF/view
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Anu Madgavkar 

Anu Madgavkar is a partner at the McKinsey Global Institute (MGI), the global 

business and economics research arm of McKinsey & Company. Over her two decades 

at McKinsey, Anu has built deep insights on global labor markets, growth and inequality, 

and the economic impact of digital technologies. 

 

Barry Eichengreen 

Barry Eichengreen is the George C. Pardee and Helen N. Pardee Professor of 

Economics and Professor of Political Science at the University of California, Berkeley, 

where he has taught since 1987. He is a Research Associate of the National Bureau of 

Economic Research (Cambridge, Massachusetts) and Research Fellow of the Centre 

for Economic Policy Research. 
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Ben Inker 

Ben Inker is head of GMO’s Asset Allocation team and a member of the GMO Board of 

Directors. He joined GMO in 1992 following the completion of his B.A. in Economics 

from Yale University.  In his years at GMO, Mr. Inker has served as an analyst for the 

Quantitative Equity and Asset Allocation teams, as a portfolio manager of several 

equity and asset allocation portfolios, as co-head of International Quantitative 

Equities, and as CIO of Quantitative Developed Equities. 

 

Charlene Chu 

Charlene Chu opened Autonomous Research’s office in Hong Kong in 2014, where 

she leads a team analyzing developments in China’s financial sector and 

macroeconomy. She is considered one of the leading experts on shadow finance in 

China. Prior to joining Autonomous, Charlene worked for 8 years as a Senior 

Director in the Financial Institutions Group at Fitch Ratings in Beijing. 
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David W. Berson 

David W. Berson, Nationwide Chief Economist, leads a team delivering economic 

forecasts and analyses that are used to strengthen the company’s business strategies 

and operating plans. David earned a doctorate in economics and a master's degree in 

public policy from the University of Michigan and a bachelor's degree in history and 

economics from Williams College. 

 

Elizabeth Economy 

Elizabeth Economy is a senior fellow at the Hoover Institution at Stanford 

University and a senior fellow for China studies at the Council on Foreign Relations. 

Her forthcoming book, "The World According to China" (Polity Press, 2021), 

explores China’s foreign policy ambitions and their impact on the international 

system. 
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Ellen Hughes-Cromwick 

Ellen Hughes-Cromwick joined Third Way’s Climate and Energy program to help 

move the national debate forward as US transportation transitions to clean energy. 

Prior to coming to Third Way, Ellen has worked across the global landscape in the 

private sector and in public service.  

 

Janet Henry 

Janet Henry was appointed as HSBC’s Global Chief Economist in August 2015. She 

was previously HSBC’s Chief European Economist and is a member of 

Handelsblatt’s Shadow ECB Council. Much of her research has focused on 

globalization  including the global determinants of local inflation and the political 

and economic challenges of the post global financial crisis era, notably labor market 

disruption and other structural drivers of low inflation. 



 
54 

 

 

Jeff Currie 

Jeff Currie is global head of Commodities JResearch in Global Investment Research 

(GIR). He is responsible for conducting research on commodity market dynamics in 

the context of corporate risk management programs, short and long- term 

commodity investment strategies and asset allocation. 

 

Julia Morello 

Julia Morello is an Executive Director and Head of Americas Core ESG & Climate 

Research at MSCI. She leads the Americas ESG Ratings team, with responsibility for 

content strategy and research quality. 
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Kate Moore 

Kate Moore, Managing Director, is a member of the Global Allocation investment 

team and Head of Thematic Strategy. Her investment mandate includes identifying 

opportunities to exploit structural change, policy evolution, and dislocations across 

global industries. She is a member of the Human Capital Committee. 

 

Katie Stockton 

Katie Stockton CMT,  is Founder and Managing Partner of Fairlead Strategies, LLC. 

Prior to forming Fairlead Strategies, Katie spent more than 20 years on Wall Street 

providing technical research and advice to institutional investors. Most recently, she 

served as Chief Technical Strategist for BTIG for four years, and prior to that Chief 

Market Technician at MKM Partners for nine years. She also worked for technical 

strategy teams at Morgan Stanley and Wit Soundview. 
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Lavan Mahadeva 

Lavan Mahadeva is CRU's Research Director and in this role is responsible for 

CRU's models and methodologies. He has 20 years of experience as an applied 

economist, with first-hand experience of a very wide range of applied economic 

techniques. Lavan joined CRU in March 2014 from the Oxford Institute for Energy 

Studies where he was a Senior Research Fellow on oil, macroeconomics, and 

finance. 

 

Martin Sandbu 

Dr. Martin Sandbu is the European Economics Commentator at the Financial 

Times.  He is the author of the FT’s weekly newsletter  ‘Free Lunch’, an email 

briefing on the main economic issues of the day, available as part of their Premium 

service.  He also writes on aspects of the global economic policy debate. Prior to this 

role, he was the FT’s Economics Leader Writer (2009-13). 
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Megan Greene 

Megan Greene is a Global Economist and Senior Fellow at Harvard Kennedy School, 

where she is teaching and writing a book on how the new economy is driving wealth 

and income inequality. She is also the Dame DeAnne Julius Senior Academy Fellow 

in International Economics at Chatham House in London. 

 

Nicholas Bloom 

Nicholas Bloom is the William Eberle Professor of Economics at Stanford 

University, a Senior Fellow of SIEPR, and the Co-Director of the Productivity, 

Innovation and Entrepreneurship program at the National Bureau of Economic 

Research. His research focuses on working from home, management practices and 

uncertainty. He previously worked at the UK Treasury and McKinsey & Company. 
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Nouriel Roubini 

Dr. Nouriel Roubini has extensive policy experience as well as broad academic 

credentials. He was Co-Founder and Chairman of Roubini Global Economics from 

2005 to 2016 – a firm whose website was named one of the best economics web 

resources by BusinessWeek, Forbes, the Wall Street Journal and the Economist. 

 

Olivier Blanchard 

Olivier Blanchard has spent most of his professional life in Cambridge, U.S. After 

obtaining his Ph.D. in economics at the Massachusetts Institute of Technology in 

1977, he taught at Harvard University, returning to MIT in 1982. He was chair of the 

economics department from 1998 to 2003. In 2008, he took a leave of absence to be 

the Economic Counselor and Director of the Research Department of the 

International Monetary Fund. 
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Richard Barkham 

Professor Richard Barkham PhD MRICS CRE is one of the world’s leading real 

estate economists. He joined CBRE in 2014 as Executive Director and Global Chief 

Economist. He is based in Boston and, as CBRE’s Global Head of Research, leads a 

team of 700 researchers worldwide, whilst travelling and speaking extensively on 

key real estate trends. He is Chairman of CBRE Econometric Advisers a specialist 

real estate forecasting unit. 

 

Robert Gordon 

Robert Gordon is a macroeconomist with a particular interest in unemployment, 

inflation, and both the long-run and cyclical aspects of labor productivity. He is the 

author of a textbook in intermediate macroeconomics, now in its 12th edition, and 

has completed a new book, The Rise and Fall of American Growth, published by the 

Princeton University Press in January 2016. He is a Fellow of the Econometric 

Society and the American Academy of Arts and Sciences.  
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Robert Kaplan 

Robert D. Kaplan is the bestselling author of nineteen books on foreign affairs and 

travel translated into many languages, including The Good American, The Revenge 

of Geography, Asia’s Cauldron, Monsoon, The Coming Anarchy, and Balkan 

Ghosts. He holds the Robert Strausz-Hupé Chair in Geopolitics at the Foreign Policy 

Research Institute. For three decades he reported on foreign affairs for The Atlantic. 

He was a member of the Pentagon’s Defense Policy Board and the U. S. Navy's 

Executive Panel. Foreign Policy magazine twice named him one of the world’s “Top 

100 Global Thinkers.” 

 

Tania Reif 

Tania Reif is Founder and CIO of Senda Crypto and Digital Assets. She has over 12 

years of experience as a Macro and Emerging Markets investment manager at 

Alphadyne Asset Management, Citadel, Laurion Capital and Soros Fund 

Management. Preceding her hedge-fund years Tania worked at Citigroup’s 

Economics and Market Analysis team and began her career at the International 

Monetary Fund. 
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Teresa Barger 

Teresa Barger is a Co-Founder and CEO of Cartica Management LLC. Cartica is an 

Emerging Markets investment firm specializing in engagement and ESG 

improvement. Barger co-founded Cartica in 2008 with colleagues from the IFC and 

another partner experienced in corporate engagement investing. 

 

Matt Ridley 

Matt Ridley's books have sold over a million copies, been translated into 31 

languages and won several awards. His books include The Red Queen, Genome, The 

Rational Optimist and The Evolution of Everything. His book on “How Innovation 

Works” will be published in 2020. 

Below is a question, including my view of the Challenges to US Dollar Supremacy as 
discussed by Barry Eichengreen Professor of Economics and Political Science, University 
of California and Chester Ntonifor Foreign Exchange Strategist, BCA Research, that I 
directed to the two panelists towards the end of the Thursday, October 21st session held 
from 2:00 to 3:00 pm: 
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James Mark Plaxton view on the Challenges to US Dollar Supremacy and related question: 
 
The China / Russia strategic block, which also includes Iran & North Korean, among 
others, under the long-term leadership of Xi Jinping and Vladimir Putin has and continues 
to position for a sever global debt super cycle attack on the US and its allies with the object 
of removing the US’s massive advantage from its global reserve currency status. 
Specifically, China, Russia, and their strategic partners have been and continue to: 
 
Hollow out US manufacturing /strategic centers / & strategic resources; 
 
Provide cheap debt to the US to enable it to live far beyond its means; 
 
In the past export deflation to enable higher levels of debt and ever lower interest rates to 
further increase the debt levels of its strategic rivals while also reducing its productivity 
and sustainable GDP; 
 
However, I believe China is now positioning for higher inflation and is in fact shifting from 
exporting deflation to exporting inflation and that this strategy will significantly hurt the 
heavily indebted nations... hence why China & Russia have been amassing significant 
inflation hedges for many years while also running supply side policies based on 
productivity enhancements as appose to demand side policies that cause ever increasing 
debt levels and most often do not increase productivity / competitiveness; 
 
More recently the China / Russia strategic block is launching attacks against its strategic 
rivals, on numerous fronts (e.g. Covid, cyber-attacks, shipping delays, power outages, 
supply shortages, escalating costs for the ongoing cold war, soon to be hot war, etc.), that 
are aimed at increasing debt levels while reducing the productivity and sustainable GDP of 
the US, and more recently is targeting higher inflation against its strategic rivals. The 
objectives of all the attacks and initiatives are to significantly reduce the credit quality (e.g. 
debt / GDP and debt / payment ability) of the US; 
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Eventually, when US credit quality is sufficiently bad (e.g. the US has global funding 
problems...) then this would be an ideal time for China to launch its hot war initiatives in 
the South China Sea... and potentially tensions also arise with Iran at such a time (or prior 
to)...., and then potentially China would rapidly unload its massive US Treasury holdings 
at such a time...; with 
 
The ultimate objective of such measures aimed at destroying the credit quality of the US 
brand, taking away the US advantage of its global reserve currency status, and increasing 
China’s and Russia’s roles / participation in a new global reserve currency system and new 
global financial architecture following the inevitable reset of the global debt supercycle. 
This may well be the LONG GAME of the China / Russia strategic block. 
 
It is clear to me that the China / Russia strategic bloc’s initiatives are being directed (i.e. 
over the long term) at destroying the credit quality of the US brand. 
 
There are many initiatives that the China / Russia strategic block control that could trigger 
the reset of the global debt supercycle and these could be triggered at an optimal time for 
this strategic block’s objectives. 
 
At such time it will become public knowledge that China and Russia are backed by massive 
holdings of gold... when the global debt supercycle is forced to rest (i.e. by the China / 
Russia strategic block)... and at such time would the relative attractiveness of the USD 
become far less (i.e. than it is currently viewed)... especially if the epicenter of the crisis is 
the credit quality of the US brand. 
 
I suspect that whatever form the new global reserve currency system and new global 
financial architecture become (i.e. following a rest of the global debt supercycle), whether 
this occurs gradually or because of a shock, the outcome will have a greater involvement 
by China, Russia, Europe, and other nations relative to the US and will likely involve some 
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form of anchoring of the global monetary system through strict rules including the use of 
gold reserves held by participating nations. 
 
This has already been reflected in the rising gold price... from $250 in 2001 to the most 
recent high of $2074 (i.e. spot price) in August 2020.  However, gold is currently at 
~$1780’ish... and may get down to ~$1550’ish... prior to rising to far higher highs...  In 
fact gold is already the anchor nations are using (e.g. central bank balance sheets, treasury 
holdings, sovereign wealth funds, pension funds, individuals (e.g. in China and Russia)). 
Further, gold is the anchor being used by the governments and central banks of China and 
Russia, among most others. 
 
So, as global reserves held in the USD continue to decline... do the panelists think the gold 
price may continue to rise (e.g. over the coming 5 to 10 years)?” 
 
 

Geopolitical Strategy 
BCA - Bad Time For An Oil Shock! (GeoRisk Update) 
 

• Short-term inflation risk will escalate further if politics causes new supply disruptions. 
Long-term inflation risk is significant as well.  

• There is a distinct risk of a geopolitical crisis in the Middle East that would push up 
energy prices: the US’s unfinished business with Iran. 

• The primary disinflationary risk is China’s property sector distress. However, Beijing will 
strive to maintain stability prior to the twentieth national party congress in fall 2022.  

• South Asian geopolitical risks are rising. The Indo-Pakistani ceasefire is likely to break 
down, while Afghani terrorism will rebound.  

 
 
SPROTT GOLD REPORT - IT'S SHOW TIME FOR THE FED BY JOHN 
HATHAWAY 
 
Sprott Gold Report 

https://www.bcaresearch.com/reports/view_file/33666/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-30_001&ga_cid=41fbb0e4-3979-11ec-9d4f-9223f3059218&utm_source=email_din&utm_medium=email&p=fb4d38f4fd63ac0d8c10f75ca457c4b906fcfb33ebc1964b51fb2758ed2d65ac
https://www.bcaresearch.com/reports/view_file/33666/?ga_ec=email&ga_ea=clickthrough&ga_el=daily_insights&ga_dp=%2FDIN%2F2021-10-30_001&ga_cid=41fbb0e4-3979-11ec-9d4f-9223f3059218&utm_source=email_din&utm_medium=email&p=fb4d38f4fd63ac0d8c10f75ca457c4b906fcfb33ebc1964b51fb2758ed2d65ac
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It's Show Time for the Fed 
BY JOHN HATHAWAY | MONDAY, OCTOBER 18, 2021 

Despite lackluster third quarter and year-to-date performance for gold, the fundamental 
backdrop for precious metals and related mining share prices continues to strengthen in 
our opinion. Here's why we believe this:  

• Inflation has become increasingly problematic and more persistent than previous 
sanguine assessments by Federal Reserve Board (Fed) Chairman Jay Powell and 
other Fed officials.1 

• Real interest rates remain deeply negative, a positive for gold. The average annual 
return on gold during periods of negative real interest rates has been a stellar 
21.12%.2 

• Monetary policy continues to be highly accommodative. The bearish case for gold 
rests on the deteriorating probability of the Fed tapering asset purchases in 
November.3 

• The global economy is beginning to sputter. Spreading economic weakness will 
make any tightening moves by central banks difficult to implement without 
broader repercussions. 

• Physical gold buying centered in India and China has risen dramatically. Indian 
demand alone is 500 tonnes greater than it was in 2020, more than enough to 
absorb current mine supply.4 

• Net buying of gold bullion by central banks is likely to continue and may possibly 
increase.5 
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• Positioning by commodity traders is at negative extremes and is usually followed 
by short-covering rallies. The selling of paper gold on the thesis of Fed tightening 
is already priced into the market.6 

• Gold mining equities are trading at deep value while generating record cash flow. 

“Overconfidence, complacency, recklessness and intoxication come to 

mind when characterizing the current financial market zeitgeist. 

” 

Loss of Faith in the Fed Could Benefit Gold 

Notwithstanding the wide array of bullish considerations (all of which deserve 
paragraphs of exposition that have been written elsewhere and are omitted here for the 
sake of brevity), the number one game changer for gold could be a loss of faith in the U.S. 
Federal Reserve Board. Unshakeable confidence in the Fed's stewardship of the financial 
system and the economy has been the anchor for the bull market in financial assets. 
That trust is at great risk, in our opinion, when (and if) tapering begins. In our Q2 Gold 
Strategy Letter ("You Gotta Have Faith"), we concluded: 

"Faith in the Fed's omniscience is convenient to the investment consensus because it 
underpins the extraordinary overvaluation of financial assets. The relationship between 
overvalued financial assets and belief in an all-knowing Fed is symbiotic. Loss of that 
faith for heavily sedated markets would lead to losses of trillions of dollars in the world 
of financial assets." 

https://sprott.com/insights/sprott-gold-report-you-gotta-have-faith/
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The fourth quarter of 2021 poses a moment of truth for the Fed. If the Fed reacts to 
persistently hot inflation readings with tough talk but no action, its credibility may 
wither. If the tapering promised for November triggers falling stock and bond prices, a 
very likely event in our opinion, the Fed will take the blame, also damaging its credibility. 
Moreover, will persistent tapering be enough to tamp down intransigent inflation? Any of 
these possibilities would diminish investor trust. 

The Fed's Game of Chicken 

Chairman Powell also knows that the Fed cannot afford to reverse course as quickly as in 
2018 — when it attempted balance sheet normalization and rate hikes — without again 
embarrassing the institution. Therefore, the Fed may this time stick to its guns and 
attempt to ride out market adversity, an unpopular decision, especially if the already 
weakening economy slows further. The Fed can only lose the upcoming game of chicken 
and it will be interesting to see how it narrates its way out of this predicament. The 
question is, how much market and economic damage precedes the inevitable pivot? 

Overconfidence, complacency, recklessness and intoxication come to mind when 
characterizing the current financial market zeitgeist. Market positioning for an abrupt 
loss of confidence in the mechanism inflating the bubble is almost non-existent, in our 
opinion. Sobriety is scarce and denial of risk is commonplace. As noted by Michael 
Solomon in a recent investor letter: 

"A survey reported by Bloomberg [see Appendix A] confirms the absurdity and lack of 
rationality that we perceive in much of the market's behavior. In that survey, 59% of 
members of Gen Z (defined as 9 to 24-year-olds) confessed to being drunk when they 
trade. Of all investors surveyed, 32% admit to having traded when intoxicated." (Source: 
Marlin Sams Fund, LP 10/1/2021) 

We believe gold mining stocks represent huge upside leverage to a potential loss of 
confidence. Downside risk is low because of their deeply discounted valuations. Figures 
1-3 demonstrate the compelling absolute and relative value offered by gold mining 
shares as well as the asymmetric risk/reward proposition they represent:  

https://sprott.com/insights/sprott-gold-report-its-show-time-for-the-fed/#appendixa
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Figure 1. EV/EBITDA: Gold Mining Equities vs. S&P 500 (2011-2021) 

 
Source: Bloomberg as of 9/30/2021. Gold mining equities are represented by the NYSE 
Arca Gold Miners Index (GDM). Reflects the Enterprise Value (Market Capitalization plus 
Total Debt less Cash) to estimates of forward EBITDA compiled by Bloomberg. Higher 
figures reflect companies are trading at a higher premium relative to their earnings. You 
cannot invest directly in an index. Past performance is no guarantee of future results. 

Figure 2. Gold Miners Showing Superior Metrics to S&P 500 
Valuations and Fundamentals: Gold Mining Equities vs. S&P 500 as of 9/30/2021 
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Source: Bloomberg as of 9/30/2021. Gold mining equities are represented by the NYSE 
Arca Gold Miners Index (GDM). See definitions below. You cannot invest directly in an 
index. Past performance is no guarantee of future results. 

Figure 3. Gold Miners Offer Higher Dividend Yields than the S&P 500 
Dividend Yield: Gold Mining Equities vs. S&P 500 (2011-2021) 
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Source: Bloomberg as of 9/30/2021. Gold mining equities are represented by the NYSE 
Arca Gold Miners Index (GDM). You cannot invest directly in an index. Past performance is 
no guarantee of future results. 

A Near Perfect Environment for Gold and Gold Miners? 

Since mid-June, gold and related mining stocks have been over-sold, shorted or ignored. 
The bearish thesis for gold and gold mining stocks has been that the Fed will slay 
inflation by "tapering" asset purchases, in stark contrast to their general dovishness over 
the past several economic cycles. 

Now the rubber hits the road; the bear case for gold depends on the following 
fantasies: 

• Tapering is different than raising interest rates. 
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Our Counter: They're the same thing — both restrictive monetary policies are 
designed to accomplish similar outcomes. 

• The global economy can withstand a small increase in borrowing costs. 

Our Counter: It can't. Excessive leverage will result in spreading defaults of 
marginal borrowers. 

• A 2022 slowdown is not in the cards. 

Our Counter: It is. Multiple signs of weakness are already showing up, 
including weak employment reports, poor consumer sentiment and negative 
China Caixin Manufacturing PMI (purchasing manager’s index). 

• Nosebleed financial asset valuations are impervious to rising interest rates. 

Our Counter: They're not. There are plenty of signs of market averages 
topping. 

• Inflation is transitory. 

Our Counter: Evidence is increasing that it is intransigent and unlikely to be 
stemmed by tapering. 

In our opinion, the number one reason for disinterest in gold has been the seemingly 
endless equity bull market. However, it would seem that things can hardly get better for 
equity bulls. The rosy economic outlook, super easy monetary policy and bullish crowd 
psychology are not immutable. Odds suggest that future changes are more likely to be 
negative at the margin than positive. 

As noted by Bob Farrell, "Exponential rapidly rising or falling markets usually go further 
than you think, but they do not correct by going sideways." Risks unperceived at market 
peaks can begin to multiply faster than investors can react. An unraveling of the current 
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speculative euphoria, at a time when precious metals fundamentals have rarely been 
more solid, would constitute a near perfect environment for gold and gold miners. 

Expectations for rising interest rates seem to be moving into high gear (see Cornerstone 
Macro). Somehow, these expectations are deemed to be harmful to gold but no threat to 
financial asset valuations in general. Perhaps this inconsistency can be explained (1) by 
the consensus belief that economic growth and strong earnings will be sufficient to 
offset the damage from rising rates and (2) that interest rates will rise just enough to put 
a lid on inflation but not economic growth and thereby render more draconian monetary 
tightening unnecessary.  To us, this view ignores the yawning mismatch between the 
incremental supply of deficit-driven Treasuries and the lack of demand at ultra-low 
interest rates. As recently noted by Macromavens (10/12/2021): 

"The point being that, as troubling as the recent backup in rates has been, it is FAR worse 
than surface-scanning investors dare imagine. The fact that $20 billion in foreign 
purchases, $38B in bank purchases, $8B in spec buying (and $40B in purchases by the 
Fed!) — which annualize to roughly $2.8 trillion in Treasury demand — failed to 
arrest the backup in rates (much less send them tumbling downward) SHOULD send ice 
cold shivers down the market's spine. For, unless one imagines that the pace of 
Treasury issuance is about to slow big time, (and that requires one hell of an 
imagination!) the recent action in the Treasury market reveals how impossible our 
financing situation has become." 

 Precisely. The financial markets have not taken into account the magnitude of supply or 
the distortion of interest rate price discovery caused by quantitative easing. The 
impending attempt at balance sheet normalization could prove far more disturbing to 
financial markets than the failed 2018 episode.  

  

 

Appendix A 

https://sprott.com/insights/sprott-gold-report-its-show-time-for-the-fed/?utm_source=insights&utm_medium=email&utm_campaign=its-show-time-for-the-fed&_cldee=bXBsYXh0b24uaW50YWNAc3VyZmJ2aS5jb20%3d&recipientid=contact-b1fdbb018e80e811a955000d3af3f17e-02a477fc1a184c44b8c6c3f18a02855f&esid=fac975a3-5630-ec11-b6e6-0022483cc4ef#Cornerstonemacro
https://sprott.com/insights/sprott-gold-report-its-show-time-for-the-fed/?utm_source=insights&utm_medium=email&utm_campaign=its-show-time-for-the-fed&_cldee=bXBsYXh0b24uaW50YWNAc3VyZmJ2aS5jb20%3d&recipientid=contact-b1fdbb018e80e811a955000d3af3f17e-02a477fc1a184c44b8c6c3f18a02855f&esid=fac975a3-5630-ec11-b6e6-0022483cc4ef#Cornerstonemacro
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Amid "Gamification” Concerns, Nearly 6 in 10 Gen Z Investors Admit to Trading While 
Drunk 

By Weston Blasi, (MarketWatch) Bloomberg 8.27.2021 
Overview: According to a new survey, 59% of Gen Z traders claim to have bought or sold 
an investment while inebriated. Should you have to pass a breathalyzer to make trades 
on Robinhood (HOOD) or Charles Schwab (SCHW)? According to a new survey from 
consumer finance website MagnifyMoney, 32% of U.S. investors say they have made 
trades while drunk. Gen Zers fell into the trap most of any generation with 59% 
confessing to drunk trading — just 9% of baby boomers admitted to drunk trading. 

 

Cornerstone Macro 

Rate Hike Expectations are Rising 

Quote from: Roberto Perli, Partner, Head of Global Policy, Cornerstone Macro  

"This view is getting more and more traction in the market, and unfortunately is getting 
more and more likely. A big reason is that it's hard for Powell to manage the hawks in the 
FOMC when he is in limbo. By delaying his renomination, the Admin is also making a big 
policy error.” 

 

Figure 2 Definitions 

EV/EBITDA: Enterprise Value (Market Capitalization plus Total Debt less Cash) to 
estimates of forward EBITDA compiled by Bloomberg. Higher figures reflect companies 
are trading at a higher valuation premium relative to their earnings. Free Cash Flow Yield: 
Operating Cash Flow less Capital Expenditure less Net Working Capital divided by the 
current stock price. Higher free cash flow yields reflect companies are generating greater 
amounts of cash flow relative to their share price. Return on Capital: measured by 
adjusted net income divided by total capital (total investment of shareholders and debt 

https://www.marketwatch.com/story/more-than-half-of-gen-z-investors-admit-to-trading-while-drunk-11629382517
https://www.marketwatch.com/story/more-than-half-of-gen-z-investors-admit-to-trading-while-drunk-11629382517
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holders). Higher return on capital reflects that companies are better at turning outside 
investment into profits. Net Debt/EBITDA reflects total debt less cash divided by 
estimates of forward EBITDA compiled by Bloomberg. Companies with lower figures 
reflect lower leverage and debt as a percent of earnings. Profit Margin reflects forward 
estimates of net income divided by forward estimates of revenue, compiled by 
Bloomberg. Higher figures reflect companies are able to generate more earnings as a 
percent of top line sales, an indication of operating efficiency and expense management. 

 
 1 Source: WSJ, by the Editorial Board. The Inflation Tax Rises; 10/13/2021 

2 
Source: Bloomberg. Data for the period 12/31/1984 to 12/31/2020. Gold bullion is measured by 
the Bloomberg GOLDS Comdty Spot Price. 

3 
Source: “Monetary policy is the wrong tool”: Why economist El-Erian thinks the Fed is making a 
mistake. 

4 Source: LAWRIE WILLIAMS: China’s 2021 gold demand already exceeds full year 2020. 

5 Source: BNN Bloomberg. Gold regains shine after central bank buying drops to decade low. 

6 Source: Meridian Macro Gold and Silver Report 10/16/2021. 
 
 
LIST OF IMPORTANT CALENDAR EVENTS THAT CAN AFFECT THE G&PM 
SECTOR (I.E. FOMC MEETING & NFP DATES FOR 2021): 

2021 FOMC Meetings 
2021 FOMC Meetings 
November 
2-3 
 
December 
14-15* 
 
* Meeting associated with a Summary of Economic Projections. 
 
  

https://www.wsj.com/articles/the-inflation-tax-rises-consumer-prices-joe-biden-jerome-powell-11634163000
https://www.marketplace.org/2021/08/30/monetary-policy-is-the-wrong-tool-why-economist-el-erian-thinks-fed-is-making-mistake/
https://www.marketplace.org/2021/08/30/monetary-policy-is-the-wrong-tool-why-economist-el-erian-thinks-fed-is-making-mistake/
https://www.sharpspixley.com/articles/lawrie-williams-chinas-2021-gold-demand-already-exceeds-full-year-2020_11862.htm
https://www.bnnbloomberg.ca/gold-regains-shine-after-central-bank-buying-drops-to-decade-low-1.1625268
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Non-Farm Payroll Dates 2021 
NFP (Nonfarm Payroll) – Released by the US Department of Labor – is 
the most important data in the US. Presents the number of people on 
the payrolls of all non-agricultural businesses. Usually published the first 
Friday of each month, at 8:30 am EST, it is a major economic indicator 
that measures the employment situation on the USA. 

Schedule of Releases for the Employment 
Situation 

Reference Month Release Date Release Time 

October 2021 Nov. 05, 2021 08:30 AM 

November 2021 Dec. 03, 2021 08:30 AM 

It is important to be aware of the above dates and to consider month end and especially quarter end window dressing 
by the banks.  Often the bullion banks will either suppress or pump up the COT paper gold price going into such 
key dates / releases depending on their positions and related remuneration and/or as instructed by the central 
bank (i.e. who is buying $120 Billion USD per month of paper assets off the member banks balance sheets 
while instructing the member banks exactly how to manage markets in accordance with the central banks 
wealth effect objectives). 

CONCLUDING REMARKS & CHART TIMELINE: 

As we advised in one of our past investment commentaries on October 29th, 2018 (i.e. see original text in italic 
below with original chart below and then the updated charts each below this) we continue to advise that G&PM 
investors stay the course with their long-term G&PM strategy.  We believe the second half of the G&PM secular 
bull market started back in December 2015 for gold and January 19th, 2016, for gold & silver mining shares and in 
2019-Q2 the gold price broke out above its neckline on its massive inverse head and shoulders formation, providing 
further credence to our bullish view.  Confirmation of this being a sustainable breakout has also occurred and the 
gold price in USD has also broke out to new all-time highs (i.e. again as I forecasted it would). 

The following was written in October 2018: “To the gold shorts and dollar longs: get ready to run for the hills! 
As painful as it has been for long-term investors in precious metals, hang in there!  In our opinion, the extreme 
condition of market structure and investor sentiment suggests that, at the very least, a trading low is at hand, 
while broad macro- and gold-specific microeconomic fundamentals suggest a resumption of the uptrend in metal 
prices from the December 2015 low (see chart below) is not far off.” 

http://www.dol.gov/
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As detailed in our performance review at the outset of this commentary, we are pleased that, INTAC’s aggressive 
accounts have outperformed gold, all G&PM mining share indices and ETF’s, our G&PM peer group, and the S&P 
500 Index (i.e. not a relevant benchmark) since the end of 2015.  We will continue to work tirelessly, in an effort, 
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to maintain this outperformance and maximize the potential G&PM secular bull market returns for our loyal clients 
who are invested in our strategy through our INTAC Managed Allocation & Gold Asset Class Portfolio. 
 
We urge you to consider the investment strategies being employed, in the context of prevailing market conditions, 
in all your investment and savings accounts to ensure your overall allocation is diversified and prudent for your 
individual circumstances.  INTAC continues to recommend that you set your overall level of investment in G&PM 
at an appropriate percentage of your net worth (e.g. a percentage that you are comfortable with such as 5%, or 10%, 
or 20% or in certain special circumstances potentially higher) and that you achieve this allocation through dollar 
cost averaging over the next several months.  Further, we continue to recommend that you rebalance your allocation 
to G&PM either up or down to reset it to your desired percentage once annually and if the delta to achieve this reset 
is significant (i.e. due to a large gain or loss in the prior year) then you should affect this reset through dollar cost 
averaging. 
 
We are convinced that the INTAC Global Investments – Managed Allocation & Gold Asset Class Portfolio will be 
very well positioned for the medium to long-term and that our concentrated, overweight, and at times leveraged 
investment in precious metals mining shares and related investments with an active allocation in and out of gold & 
silver bullion and/or cash / cash equivalents or margin, will pro-offer stellar gains on an absolute, relative, and risk 
adjusted basis over the next several years. 
 
Best Regards,  
James Mark Plaxton 
James Mark Plaxton B.Sc. Eng. / B.Comm. Minor 
Founder, Executive Chairman, & Chief Investment Officer 
Cell: 1-340-690-4228 
Skype: mplaxton 
mplaxton.intac@surfbvi.com 
mplaxton@intacglobal.com   

mailto:mplaxton.intac@surfbvi.com
mailto:mplaxton@intacglobal.com
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This Investment Commentary reflects the views of INTAC as of the date or dates cited and may change at any time.  The information should not be construed 
as investment advice.  No representation is made concerning the accuracy of cited data, nor is there any guarantee that any projection, forecast or opinion 
will be realized.  References to stocks, securities, ETF’s, Funds, and/or investments should not be considered recommendations to buy or sell.  Past 
performance is not a guide to future performance.  Securities that are referenced may be held in portfolios managed by INTAC and/or by principals, employees 
and associates of INTAC, and such references should not be deemed as an understanding of any future position, buying or selling, that may be taken by INTAC.  
We extensively include research, analysis, charts and/or quotes from reports, articles, and commentaries published by other sources we deem to be reputable 
(e.g. the world’s best performing Gold & Precious Metals Fund Managers, leading Independent Macro Economic Research Firms, award winning buyside 
and sell side research, etc.).  The research, analysis, charts and/or quotes and materials that we reproduce are selected because, in our view, they provide an 
interesting, provocative and/or enlightening perspective on current events that complement our extensive research and analysis (i.e. on Fundamentals, Interest 
Rates & Inflation, Inter Markets, Fund Flows, COT & Gold ETF Positioning, Elliot Wave Principles, Sentiment, Cycles, and Technical Analysis).  Their 
reproduction in no way implies that we endorse any part of the material or investment recommendations published on those reports and sites. 
 
THIS DOCUMENT AND ITS CONTENTS ARE CONFIDENTIAL AND ARE NOT FOR PUBLIC DISTRIBUTION 
 
No offer to buy or sell securities is made by this commentary.  This commentary is intended for sophisticated and/or professional accredited investors or 
investment managers only.  This commentary is intended to provide a summary description of INTAC’s investment views at the date of publication.  Prospective 
investors are encouraged to obtain independent investment, legal, and taxation advice concerning any investment(s) and should not base their decision(s) on 
whether to invest in any investment(s) upon the material provided herein. 
 
There are no representations and/or warranties made herein by INTAC, its associated companies, and related shareholders, directors, management, 
employees, and/or agents (in the aggregate being “the Agent”) and investors will only be able to rely on the representations and warranties contained in a 
subscription agreement or other investment documentation that may be entered into with the Agent.  This document is strictly confidential and neither this 
document nor any of its contents are to be distributed to third parties without the prior written consent of the Agent. 
 
This document is not, and under no circumstances is it to be construed as an advertisement and/or a public offering of any investments.  No securities regulatory 
authority or similar authority has reviewed or in any way passed upon this commentary or the merits of this information.  This document has been prepared 
for information purposes only with its intended use solely being to assist clients and prospective investors in evaluating the Agent’s investment views and 
related investment strategies.  By viewing this document or any other information in connection with an investment through the Agent, the client and/or 
prospective investor agrees: (1) to keep strictly confidential the contents of this document and such other information and not to disclose such document, the 
contents thereof or any such information to any third party or otherwise use the information for any purpose other than evaluation by such client or prospective 
investor for its intended use; and (2) not to copy all or any portion of this document, or any such other information. 
 
Nothing in this content should be considered a solicitation to buy or an offer to sell shares of any investment in any jurisdiction where the offer or solicitation 
would be unlawful under the securities laws of such jurisdiction, nor is it intended as investment, tax, financial, or legal advice. Investors should seek such 
professional advice for their particular situation and jurisdiction. 
 
No representation, warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by the Agent as to the accuracy or 
completeness of the information contained herein or any other information, representation, warranty or undertaking, express or implied, made by the Agent 
in connection with the offering and/or investment of any investments described and/or mentioned herein. 
 
FORWARD-LOOKING INFORMATION 
 
This document contains statements that, to the extent that they are not historical fact, may constitute “forward-looking statements” within the meaning of any 
applicable securities legislation.  Any statements regarding future-plans, objectives or economic performance of the Agent, or the assumption underlying any 
of the foregoing, constitute forward-looking information.  This document uses words such as “may”, “would”, “could”, “will”, “likely”, “except”, 
“anticipate”, “believe”, “intend”, “plan”, “forecast”, “project”, “estimate”, “outlook”, and other similar expressions to identify forward-looking 
statements.  Actual results, performance or achievement could differ materially from that expressed in or implied by; any forward-looking statements in this 
document, and, accordingly, clients and potential investors should not place undue reliance on any such forward-looking statements. 
 
Forward-looking information involves significant risks, assumptions, uncertainties and other factors that may cause actual future results or anticipated events 
to differ materially from those expressed or implied in any forward-looking statements and accordingly, should not be read as guarantees of future performance 
or results.  Any forward-looking statements speak only as of the date on which such statement is made, and the Agent disclaims any intention or obligation to 
update or revise any forward-looking information, where as a result of new information, future events or otherwise, unless required by applicable law. 
 
Source: INTAC 
Author: James Mark Plaxton 
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