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A LOOK AHEAD December 2019 

   
Following deeply oversold conditions at the end of 2018, equities rallied strongly in the first months of 2019. After two sharp but 

brief corrections in May and August, the rally continued on hopes for a trade deal and more accomodative actions from the 

Federal Reserve and the ECB. During this impressive rally, the deviations from fundamentals have increased further and in the 

case of corporate earnings have reached an exreme. With US elections ahead, a very unpredictable US President and financial 

markets dominated by cental banks actions, writing an outlook is not an easy task. On the following pages we will provide you 

with our thoughts and views and a roadmap for the first half of 2020 and beyond.  

 

 

A Look Back – Key Messages Last July   

 

While we did expect a strong countertrend rally to take place early 

this year following very oversold conditions late last December, 

we have to admit that we never expected the rally to last that long 

and without any larger pullback. Our most optimistic target of 

3’000/3’050 for the S&P 500 was exceeded by “only” 3.5%, but in 

general we were expecting this high to be reached in early Q3, 

followed by a strong correction into year-end. This view was 

based on weakening economic data which we believed to affect 

equities rather sooner than later. What we did not expect were 

central banks coming to the resuce (once more) with additional  

  

rate cuts and billions of liquidity injections. 

After all we were far too defensive and following years of 

successful predictions, our last issue of “A Look Ahead” is one 

we are not proud of. 

In late June, only a fews days before our outlook was sent 

out, Gold broke out of a multi-year sideways trading range. 

Our message was that this breakout is significant and 

sustainable. The following rally up to USD 1565 was 

impressive and the recent (healthy) pullback is only shallow 

considering the strength in equities and the US Dollar. 

 

Food for Thought 

 

How quickly things can change. Back in September 2018 the US 

economy was doing well, the 10yr US-Treasury yield reached 

3.20% and the Federal Reserve was in tightening mode. Then in 

early October, the equity sell-off began. 20% lower in the S&P 500 

and central banks realized that they can’t normalize monetary 

policy without crashing the markets. Eleven years after the 

financial crisis, no central bank has normalized and can’t! 

Financial markets dictate central banks. Not the way it should be, 

but this is the new normal. 

In early 2019 it became obvious that central banks had thrown in 

the towel. The announcement by the Fed in early 2019 to end 

quantitative tightening (QT) triggered a massive rally in global 

equities which was later fueled by 3 rate cuts by the Fed (from 

2.25% to 1.75%) and one by the ECB (from -0.40% to -0.50%). Only 

five days after the announcement of a new infinite ECB bond-

buying program (Sep 12th), the Federal Reserve started supporting 

the repo market by pumping in billions of daily liquidity (as a 

reaction to a jump in overnight lending rates to almost 10% from 

close to 2%). Since then, the Fed has spent more than $320 billion 

to keep credit flowing. While the Fed doesn’t call these massive 

liquidity injections “QE4” it is in our view exactly that – another 

round of quantitative easing. Central banks around the globe are 

  

flooding markets as if there was a deep crisis. Financial 

markets have become totally irrational and are driven by 

excess liquidity. What we are seeing for example are Swiss 

banks charging not only wealthy clients with negative 

interest rates but also increasingly retail clients. To avoid 

negative interest rates, these usually risk-averse clients are 

being “forced” to take more risks by buying mostly high-yield 

or equitiy related products. Wondering if they are really 

aware of the additional risks they are taking…. 

What else supports our view of liquidity-driven only markets? 

 

Economy: During all of 2019, leading economic indicators 

such as global manufacturing PMI’s were mostly heading 

lower, indicating still growing but weakening key economies. 

During the same time, equities rallied massively. A huge 

disconnect! We are totally aware of the fact that equities 

discount the future and not the present. But does the recent 

small bounce in PMI’s really signal the end of the economic 

slowdown? It is not a secret that companies are holding 

back investments not knowing how the world will look like in 

six months. Do the Phase One deal (is it really a deal?) and 

UK elections really provide enough clarity for companies to  
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go ahead with investments? We doubt. 

Business confidence and hiring indicators in the US are 

weakening. Fedex for example, a leading indicator of global trade 

and commerce, repeatedly missed expectations and slashed 

guidance, saying “…the industrial economy does not reflect any 

growth at all, worldwide…” In Europe, German Industrial output fell 

1.7% in October, the steepest since April and compared with 

estimates for a 0.1% gain. This unexpected drop sent industrial 

output down 5.3% YoY – the biggest drop since November 2009. 

But equities rallied… 

In the months ahead, it’s worth to keep a close eye on US 

consumer data, which still holds up pretty well compared to the 

PMI or CEO confidence. Remember, consumer spending makes 

up about 70% of the U.S. economy  and therefore is key for the 

well-being of it. Declining consumer confidence would be a very 

strong warning signal. 

 

2019: The Big Disconnect between Equities and 

Economic Leading Indicators 

 
Source: Refinitiv Datastream 

 

Eurozone PMIs 

 
Source: www.zerohedge.com 

 

Small Bounce already the Turning Point? 

 
Source: Saxo Bank 

 

Earnings: Talking about companies, results for the third 

quarter showed that 73% of all the members of the S&P 500 

beat estimates. That suggests that companies are firing on 

all cylinders. But wait a moment. The “beat rate” was simply 

due to the lowering of expectations ahead of the earnings, a 

common practice by Wall Street. Fact is that reported 

earnings actually declined 1.75% in Q3. Morgan Stanley’s 

wealth-management unit found in an analysis of earnings 

that more than a third of S&P 500 companies have posted a 

year-over-year decline in earnings in 2019 or the highest 

percentage since 2009. Compared to last year, overall S&P 

500 earnings declined by 5.5%, while, at the same time, the 

S&P 500 rallied massively! 

The decline would have been worse without the massive 

share buyback programs. Because of the low cost of debt, 

companies are buying back their own shares. As such buy 

back programs reduce the number of outstanding shares, 

the profit per share jumps. Since the beginning of 2009, 

earnings per share have risen by over 360% while revenue 

growth has grown by roughly 50%! A study by Societe 

Generale revealed that S&P 500 companies have bought 

back the equivalent od 22% of the index’s market 

capitalization since 2010. 

 

Share Buybacks Boosted Earnings 

 
Source: www.realinvestmentadvice.com 

 

To summarize, it can be said that this year’s equitiy rally was 

mainly based on the following three assumptions: 

 

• Central banks will remain accommodative: Central 

banks did a massive U-turn in 2018. Interest rate 

cuts followed by massive liquidity injections lifted 

financial assets  – once again 

• There is nothing wrong with the global economy: 

But economic leading indicators were falling 

throughout the year and only showed signs of a 

bottom lately. If it is the beginning of a recovery will 

be seen. Also, corporate earnings surprised to the 

upside but only because of estimates were lowered 

ahead, a common practice by Wall Street. In fact, 

real earnings were lower than the year before 
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• A trade war can be resolved: Hopes for a China-US 

trade deal added to the positive sentiment. But a “deal” 

was only struck in late December. Is it a deal? Nothing 

has been signed yet. And even if the parties will sign, it 

should be remembered, that a Phase 1 deal, while 

positive, is the “easy” part. In such a deal, China mainly 

 

Corporate Debt 

 

only needs to not devalue the yuan, enforce intellectual 

property rights and increase imports of US agricultural 

products. The difficult if not impossible part will come later 

when it comes to change laws, geopolitics or the One China 

principle. 

 

 

 

 

Since the finanical crisis of 2008, central banks around the globe 

are doing their utmost to prevent even the smallest recession. But 

why should there be no business cycle anymore if recessions have 

a positive cleansing effect? In a recession, inefficient firms fail 

which helps average productivity to go up.  

Thanks to exceedingly low interest rates over the last decade, 

insolvencies have become very rare. The cost is an accelerating 

loss of economic dynamism. But even worse, U.S. corporations 

have been able to accumuluate the biggest amount of corporate 

debt in history. A decade of historically low interest rates has 

allowed companies to sell record amounts of bonds to investors. 

But instead of investing this money in real assets, large parts have 

been used to buy back their own shares. US corporations are now 

sitting on nearly $10 trillion in debt. That’s equivalent to roughly 

47% of the overall economy, a record. Since 2008, corporate debt 

is up 52%! 

Corporate Debt vs. GDP 

 

 
Source: www.zerohedge.com 

 

Right now many corporations are so leveraged that they can 

barely service their debts. According to BCA Research, the ratio of 

debt to pre-tax profits of nonfinancial corporates has reached 9:1. 

Only before the financial crisis, this ratio was higher (10:1). The 

graph to the right shows the rising percentage of companies 

where interest rate expenses are higher than pre-tax profits. These 

so-called «Zombies» would not exist anymore in an evironement 

with «normal» interest rates. 

When things start getting bad for the economy, we could be facing 

a wave of defaults. This is exactly why central banks are so 

desperate in providing financial markets with liquidity. The IMF 

recently said, that «in a recession half as severe as in 2008   

  

corporate debt-at-risk -which is owned by firms that can’t 

cover interest expenses with their profits – could increase to 

$19 trillion, or almost 40% of total corporate debt in major 

economies». And Blackrock stated in a report in October «that 

BBB-rated bonds, the lowest bracket of the investment-grade 

debt, now accouns for more than 50% of the market 

compared to 17% in 2001». 

 

«Zombies» on the rise 

 
Source: www.zerohedge.com 

 

Why is that so dangerous? As the Fed (!) said: «In an 

economic downtrend, widespread downgrades of bonds to 

speculative-grade ratings (Note: junk) could lead investors to 

sell the downgraded bonds rapidly, increasing market 

illiquidity and downward price pressures in a segment of the 

corporate bond market known already to exhibit relatively low 

liquidity*». 

Coming back to a point made earlier, in our view it is   

irresponsible to push client into bond funds with a relatively 

high share of BBB bonds as an alternative to avoid negative 

interest rates. 

 

(*Note: many institutional bond holders are not allowed to 

hold non-investment-grade bonds. In case of downgrades to 

speculative status, they are forced to sell these bonds. While 

in the past, banks held vast inventories of corporate bonds 

and traded them regularly, they won’t act as buyer of last 

resort anymore, due to the capital charges placed on banks 

by the regulator)  
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The Biggest Risk 

  

 

“The time is coming when global financial markets stop focusing 

on how much more medicine they will get (QEs) and instead focus 

on the fact that it does not work” 

Russell Napier 

 

In our view, this quote by Russell Napier expresses the biggest 

risk financial markets are facing in the future. For years now, 

governments and central banks keep on kicking the can down 

the road. But central bankers are starting to warn that stimulus 

alone isn’t working. It seems they are starting to realize that ultra-

low interest rates aren’t the prescription of fixing structural issues. 

Instead, QE and low interest rates have simply created massive 

financial asset inflation and have engineered a financial system, 

that forces investors into riskier assets. Additionally their policies 

are doing damage to the underlying economic engine. They 

misallocate capital as can be seen in the large number of 

“Zombie” companies. 

Another alarming side-effect of this monetary experiment is the 

continued increase in wealth inequality and as a consequence,  

 

   

increasing populism, in Europe and in the the United States 

especially. There, the top 0.1% own as many assets as the 

bottom 90%. Wealth inequality can have catastrophic 

consequences. The last time the wealth gap was as extreme 

was in 1937. We all know what followed… 

 

 
Source: DB Global Markets Research 

 

 

Foreign Exchange 

  

 

In December 2016 we turned long-term bearish on the US dollar, 

based on a massive non-confirmation in momentum in the Dollar 

Index and the dominant 7 year cycle that reached a top around 

that time. 

 

Monthly US Dollar Index – 7 year Cycle Top in 2016 

 
Source: www.stockcharts.com 

 

Following our call, the dollar dropped sharply during all of 2017  

and only found support in early 2018 right at the multi-year 

uptrendline. Since then, the dollar has rallied strongly but we view 

this rally as a countertrend rally. Every new high since mid 2018 

was made on lower momentum. Based on this bearish 

divergences, we expect the dollar to break down in 2020 and to  

 

  

resume its downtrend. As a trigger we would watch a weekly 

break below 96.90 with a simultaneously new low in the RSI. 

But not only technicals support a weaker dollar. It is no secret 

that President Trump wants to have a weaker dollar. And a 

twin deficit (fiscal and current account) in the US is bad for 

the dollar also. 

 

Weekly US Dollar Index – Bearish Divergences 

 
Source: www.stockcharts.com 

 

Interestingly, our long-term bearish view on the Dollar seems 

to get confirmation by (especially) commodity currencies, 

that are showing initial signs of long-term bottoms, such as 

AUD, NOK, CAD, NZD or BRL. 
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Weekly AUDUSD 

 
Source: www.stockcharts.com 

 

 

 

Weekly CADUSD 

Source: www.stockcharts.com 

 

Commodities   

 

Our anticipated breakdown of the US dollar should be supportive 

for commodities. The close relationship between the US dollar 

and commodities is shown in the chart below. It compares the US 

dollar index to the CRB Index where the scale of the latter is 

inverse – for better visibility. A breakdown of the US dollar should 

therefore translate into rising commodities. 

 

US Dollar Index vs. CRB Index (Inverse) 

 
Source: www.stockcharts.com 

 

For four years now, commodities have been range-trading and 

therefore are one of the very few asset classes, that have not 

taken part in the massive asset inflation of recent years. In August, 

the CRB Index for example fell back to the lowest level since 

summer 2017. But this second test of the 2017 low took place with 

higher momentum, a bullish sign. Since then, commodities have 

rallied and the CRB index is now about to break the May 2018 

downtrend. With the help of a weaker US dollar, we expect the 

CRB index to rally minimum towards the upper end of the multi-

year trading range at 200/205 (+10%) 

 

 

 

 

  

Weekly CRB Index 

 
Source: www.stockcharts.com 

 

Like the CRB Index, Copper succesfully backtested the lows 

from summer 2017 (on higher momentum) and has rallied 

since then. The metal is about to break the June 2018 

downtrend to the upside. We expect copper to do well in the 

coming months and expect it to move towards 3.00/3.20 (7-

15%). 

Weekly Copper 

 
Source: www.stockcharts.com 
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Beside the promising technical setup and the anticipated weaker 

US dollar, there could be a third component : Inflation. Inflation 

could be the biggest risk in 2020. In late October for example, the 

chairman of the Fed, Jerome Powell said « that we would have to 

see a « significant » rise in inflation that is persistent to even 

consider raising interest rates to fight inflation ». In other words, 

the Fed would be prepared to let labor markets run hot for a while 

(keep interest rates low) and tolerate an inflation overshoot. It 

seems the Fed is willing to let the inflation genie out of the bottle. 

Recently, BlackRock Vice Chairman and ex Chairman of the 

Governing Board of the Swiss National Bank, Philipp Hildebrand, 

explained : « The market is not expecting anything around 

inflation, basically, and I suspect that when we see each other a 

year from now, look back at this, we will say wow, inflation 

actually was a bit more of a story than we thought ». Interestingly, 

in April 2019 Bloomberg Businessweek titled « Is Inflation 

Dead ? ». This should make contrarians question 

  

 

 

whether the actual risk is higher inflation. Often, by the time a 

magazine comes out with such a cover, a trend has gained 

enough momentum or attention, it is about to become passé. 

Indeed, betting on higher-than-expected inflation is still 

cheap. So inflation might be the most underrated risk in 2020. 

 

 
 

Interest Rates   

 

Why did our outlook begin with the US dollar and not with equities 

as usual? It is because expecting a weaker US dollar is a high 

conviction and has implications for commodities… and interest 

rates. 

In September 2019, the yield on US 10yr treasuries hit 1.43, the 

lowest level since June 2016. What looks like a triple bottom is 

part of major bottom building process. Interest rates have 

declined for more than 35 years. The long-term chart below 

impressively shows the length of the downtrend and how yields 

failed to breakout several times (the last time in early October 

2018, right before the sell-off in equities started). Currently, this 

downtrend crosses at 3%, the highs from 2013 and 2018. An 

absolute key level. It is our strong belief that after more than 35 

years of falling interest rates, the next 30+ years will be 

characterized by rising interest rates. 

 

Monthly US 10yr Yield 

 
Source: www.stockcharts.com 

 

  

Right now, the US 10yr yield is trading at 1.90, slightly below 

strong resistance between 2%/2.10%. The weekly RSI is right 

at 50 and a move above would likely signal a continuation of 

the current uptrend. That is also what the Coppock Curve on 

the monthly chart suggests – it is in buying territory. Our 

contrarian call on inflation (see Commodities part) is another 

reason why we are expecting higher yields in 2020. Another 

reason is the dollar, which we expect to weaken. As a result 

of negative interest rates in most developed countries and 

the US being one of the few with positive rates, investors 

were investing massively in dollar denominated assets. Any 

weakening of the dollar would cause losses for foreign 

investors on these mostly unhedged dollar positions. This 

could slow the demand for treasuries and as a result lead to 

higher yields.  

 

Weekly US 10yr Yield 

 
Source: www.stockcharts.com 
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Gold 

  

 

Our call in December 2015 to expect a major bottom in gold 

($1060) was based on the 8yr cycle, a bullish momentum 

divergence and the break above above the 20month moving 

average. Since then, gold has been doing great versus most 

currencies. 

Gold Performance in Various Currencies 

 
Source: In Gold We Trust, Incrementum 

 

This summer, gold finally managed to break out of a multi-year 

sideways pattern. As explained by us in our July issue, the break 

above $1380 was very significant and in our view the trigger for 

the next major leg to the upside. The recent correction helped to 

shake off many speculators and should be seen as a healthy 

correction that serves as the basis for the next upleg which we 

expect to target minimum $1700.  

 

Weekly Gold in USD 

 
Source: www.stockcharts.com 

 

Beside the technical setup, the following factors are supporting 

our bullish view for gold: 1) As explained, we expect the US dollar 

to weaken during 2020. 2) Central banks of mainly emerging 

economies are buying gold. According to the “In Gold We Trust” 

report by Incrementum “since Q2/2009 Kazakhstan increased its 

gold holdings by 415%, Russia by 300%, Turkey by 171% and 

India by 73%. The increase in gold reserves should be seen as 

strong evidence of growing distrust in the dominance of the US 

dollar and the global monetary and credit system associated with 

it.”. 3) In periods of negative or near-zero real interest rates, gold is 

  

doing well historically. The recent comments by the Fed to 

tolerate higher inflation while keeping interest rates low, let 

us assume that real interest rates will stay very low for longer 

 

An interesting chart shows the performance of gold versus 

the S&P 500. Between 1980 and 1999, gold strongly 

underperformed US equities. But the break of the 200day 

moving average in 2001 marked the beginning of a period of 

gold outperformance that lasted until 2011. The break of the 

200day moving average to the downside in 2012 set the 

stage for gold underperformance that lasts until now. A break 

above the long-term moving average would be a strong 

signal to favour gold over equities. 

 

Gold vs. S&P 500 

Source: www.stockcharts.com 

 

Everyone being bullish gold should consider stocks of 

goldminers as during bull markets, they perform 2 to 3 times 

better than gold. Additionally, the price of goldminers relative 

to US equities is close to a multi-decade low.  

 

Goldminers vs. S&P 500 

 
Source: www.stockcharts.com 

 

Finally, being long gold in the current environment as a 

hedge/ insurance for any “accident” that could happen 

makes a lot of sense to us. Remember, faith in central 

banks is at the heart of this “everything bubble” and 

precious metals are the inverse of faith in central banks. 
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Equities 

  

 

Providing an outlook for equities is probably the most difficult part 

of this paper. Equity markets are still mainly driven by central bank 

actions and less by fundamentals anymore. A good example was 

2018 when central banks were in tightening mode and equities 

sold off. Or this year when exactly the opposite happened. 

Equities rallied despite weakening economies and lower 

corporate earnings but with cental banks doing a U-turn. 

In the past we have always looked at different cycles such as the 

Presidential cycle. In election years, stocks are usually doing 

pretty well, with average returns of 7%. But these returns are 

mainly generated in the second half of the year. This cycle 

predicts a weak start into 2020, followed by a rally into March and 

again weakness into May. The decennial cycle (years ending with 

“0” – the last year of a decade) has the same profile. It is only in 

the second half of the year when they start to diverge massively.  

 

Presidential and Decennial Cycle 2020 

 
Source: CV Invest Partners AG, Bloomberg 

 

Short-Term 

The technical picture also points to a weaker start into 2020.  

Following the strong rally off the October lows, equities look 

increasingly overbought short-term. In the S&P 500 for example, 

momentum is in overbought territory. We expect the S&P 500 to 

pull back towards its next support at 3070/3100. This is an 

important support area, where the 50-day moving average (3105), 

the low from early December (3070) and the 38% retracement 

(3090) meet. Next important support on the way down is at 2960, 

the 200-day moving average. 

 

Daily S&P 500 

 
Source: www.stockcharts.com 

  

Currently, non-confirmations by momentum can be seen in 

the Dow Jones Industrial and in European indices such as 

the DAX and the EuroSTOXX 50. Such divergences are 

usually an early warning signal for (short-term) corrections. 

 

Mid-Term 

The facts that momentum non-confirmations are not yet 

present in the weekly charts and market breadth still looks 

healthy makes us believe that following weakness in early 

January, equities could once more rally (into March, as the 

cycles suggest?). Then it would be important to have new 

highs confirmed by momentum. If this isn’t the case, it could 

be a warning that equities might follow the bearish decennial 

cycle. For a more bullish outlook, we would not only need to 

see momentum confirming new highs but also the Dow 

Jones Transport Index making new highs. So far, transport 

stocks are still lagging industrial stocks. A bull market without 

the two indices trading in tandem is rare. 

 

Dow Jones Industrial vs. Dow Jones Transport 

Source: www.stockcharts.com 

 

Beside the US, where we expect another push to the upside 

following a weak start into 2020, the rest of the world 

probably looks even better. In the MSCI World All Country 

(excluding the US), the breakout from early autumn is being 

confirmed by rising momentum. 

 

Weekly MSCI World All Country (ex USA) 

 
Source: www.stockcharts.com 



Market Comment 

 

CV Invest Partners AG                                                         michael.gunnarsson@cv-invest.ch Page 9 

 

 

While the focus in the beginning of this analysis was on all the 

problems that are mounting (excess liquidity, corporate debt…), 

we think that it is very important to be aware of them but they 

shouldn’t present a risk in the first half of 2020. Our whole analysis 

is more or less based on a reflation trade (commodities higher 

and interest rates higher). Markets don’t like uncertainty and with 

the Phase One deal and the UK elections, two factors of 

uncertainty are gone (at least temporarily). It could well be that 

the pickup in economic activity will continue. Also, President 

Trump will do everything ahead of the elections to keep the 

economy and the bull market alive. 

Industrial and material stocks for example have broken out to the 

upside. While we expect a backtest of the breakout level, 

industrial stocks should continue to move higher following two 

years of sideways trading. 

 

Industrial Select Sector SPDR (XLI) 

 
Source: www.stockcharts.com 

 

Materials Select Sector SPDR (XLB) 

 
Source: www.stockcharts.com 

 

Keep an eye on the UK market. For years, It has massively 

underperformed world equities. A break in the iShares MSCI 

United Kingdom ETF above the highs from summer 2014 and 

early 2018 would likely be accompanied by a relative breakout vs 

the MSCI World. This underowned and cheap market has a lot to 

catch up.  

 

 

iShares MSCI United Kingdom ETF (EWU) 

 
Source: www.stockcharts.com 

 

In the Foreign Exchange part we explained why we expect a 

weaker dollar in 2020. A weaker US currency is usually 

bullish emerging markets. And this is exactly what we are 

seeing on the charts.  

 

iShares MSCI Emerging Markets ETF (EEM) 

 
Source: www.stockcharts.com 

 

Chinese consumer stocks for example have massively 

underperformed their US competitors (see chart on next 

page). Should the ratio move above the highs from March 

and November 2019, we expect further outperformance by 

Chinese consumer stocks. 

The same applies to internet stocks. Chinese internet stocks 

have finally started to outperform their US competitors. A 

breakout versus the Nasdaq 100 could soon follow. We 

expect this to be only the beginning of a longer-lasting period 

of outperformance of Chinese tech stocks. 
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China Consumer ETF (CHIQ) vs. US Consumer ETF (XLY) 

 
Source: www.stockcharts.com 

 

 

 

China Internet ETF (KWEB) vs. US Internet ETF (XWEB) 

 
Source: www.stockcharts.com 

 

Conclusion   

 

While global central banks keep fueling the “everything bubble”, 

we don’t expect that this ticking time bomb of sovereign debt and 

corporate debt will go off yet. Rather we expect economic activity 

to pick up again following (temporary) US-Chinese de-escalation 

and more clarity on the Brexit question. Also, ahead of the US 

elections, we expect President Trump to do “whatever it takes” to 

keep the economy afloat and the stock market from falling. 

 

A weaker US dollar is our strong conviction call for next year. 

Especially commodity currencies are about to complete long-

term bottoms und should profit from weakness in the dollar. A 

weaker dollar is usually bullish commodities and this is exactly 

what we are predicting. Bullish technicals and the Fed that is 

willing to accept an overshoot in inflation should lift commodities 

higher. Inflation could be the most underrated risk in 2020. 

 

On the back of the expected reflation trade, we also expect 

interest rates in the US to move higher. 

 

 

 

  

Equities could be off for a weak start into 2020 – a year that 

will likely bring us much more volatility than last year. Short-

term markets look increasingly overbought and momentum 

divergences call for an early correction. These divergences 

are not yet present in the longer-term charts and market 

breadth still looks healthy. Therefore we expect the 

correction to be only temporary and equities to rally once 

more into March. Because the two cycles we are following 

diverge massively in the second half of the year, the all-

important question then will be if these new highs will be 

confirmed by momentum or not. What happens in Q2 will be 

the key for what to expect in the second half of 2020.  

 

Following the breakout in June, gold is currently 

consolidating. We expect gold to resume its uptrend very 

soon and therefore view gold as a must-have. Being long 

gold in the current environment as a hedge/ insurance for 

any accident that could happen makes a lot of sense to us. 

Remember, faith in central banks is at the heart of this 

“everything bubble” and precious metals are the inverse of 

faith in central banks. 

 

 

“The time is coming when global financial markets stop focusing on how much more medicine they will get (QEs) 

and instead focus on the fact that it does not work” 

Russell Napier 
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