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The trend is still firmly bullish for the 4X13-month moving average market momentum indicator, with the 
trading range of the past few months causing the lines to move closer to each other, which is a normal 
occurrence within the longer-term trend. The market had become extended on the upside, with the moving 
averages moving far apart, so a period of consolidation that would be similar to past periods on the chart is 
expected.
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Bullish trend indicated when 4 mo. crosses above 13 mo.
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Long-term market cycles 1925–2018
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Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results

16- to 18-year
secular bear market Long-term growth rate 

of about 8%  
(plus dividends)

16- to 18-year 
secular bear market

The S&P appears to be in the early part of a long-term secular bull market that could 
still have 10‒15 years of further upside potential, in our opinion. These long-term rising 
periods do not go straight up, but often have corrections along the way to provide 
attractive general entry points. The bull markets also tend to advance until the 
economic and business cycles are at a long-term peak, in addition to the improving 
sentiment that can eventually reach that euphoric and toppy stage. 

16- to 18-year 
secular bear market
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Short-term market: S&P 500 – 10 years
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Chart courtesy of StockCharts.com and RBC Wealth Management

The S&P has been in a consolidating trading range for this year, which 
is a normal pattern after the previous two years of strong growth. The 
daily volatility may be much higher this year, but the current short-term 
trend is neutral with the possibility of some additional pullback risk this 
year in a somewhat similar pattern to what we have seen during other 
cycles within the overall uptrend. We suspect that a neutral range 
could hold the major averages for the next year or so while the 
fundamental valuations catch-up to the currently higher stock prices.

Estimated 
trend
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Investor sentiment – 30 years
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(RHS)
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The longer-term bullish sentiment has risen from very low levels, which indicates a 
growing acceptance of the bullish stock market, but the indicator is still well below the 
higher levels that have indicated a larger amount of optimism in the past. This implies that 
there is still more room for improvement in the sentiment and also the stock market.

The American Association of Individual Investors is an 
organization that polls its members weekly on whether 
they believe the market will be up, down, or 
unchanged, six months in the future. This is a graph 
showing the percentage of the members who gave a 
bullish response, measured with a 50-week moving 
average in red plotted against the S&P 500 in black. 
These surveys began in 1988.

Chart courtesy of StockCharts.com and RBC Wealth Management
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TSX Composite – 20 years
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Chart courtesy of StockCharts.com and RBC Wealth Management

TSX relative performance to the S&P 500

The TSX has been in a consolidating range of mostly 
15,000‒16,000 for the past year and could continue in this 
same range for several more months. The longer-term 
trend remains potentially constructive for an eventual 
breakout as long as the 15,000 support level holds on any 
further pullbacks.
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Currencies – 15-year trends
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Chart courtesy of StockCharts.com and RBC Wealth Management

The trend on the U.S. dollar has been firming up this year and would 
reverse the year-long downtrend on a move above the resistance 
level of around 92, but the longer-term trend still appears to be more 
neutral than developing into a longer trend.

The Canadian dollar continues to make steady but slow upward progress within a current range 
of 0.75-0.85 where it could be for the rest of this year until it finally breaks out.
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S&P sectors & market indices cycle positions
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Source - RBC Wealth Management

Relative positioning of major sectors within their individual cycles

Health Care

Industrials,

Energy stocks 

Consumer Staples 

MaterialsTechnology

Utilities

Consumer Cyclicals

The stock sectors have become much 
more diverse in their performance over 
the past few months, despite the general 
rise in the broader indexes. This could be 
an indication of a developing consolidation 
period for the market as a whole, and 
perhaps an indication of a period ahead 
that will require greater attention to 
sector rotation.
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Select groups cycle positions
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Source - RBC Wealth Management

Our relative positioning of groups of interest within their individual bull 
and bear cycles

Medical Devices
Regional Banks

Chemicals

Oil Service

Nat Gas stocks
Silver

Steel

Autos

Telecom

Drugs

Biotech
Int’l Oil

Software
Internet

Semiconductors, 

Restaurants 
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Gold – 10 years
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Chart courtesy of StockCharts.com and RBC Wealth Management

The trend on gold has been trading within an apparent bottoming range of 1050–1360 for the 
past four years and appears to be building for an apparent breakout to the upside, but it may 
take several more months to do it. On a shorter-term basis a tighter range of 1250‒1350 is 
likely, and only a breakout above 1360 would be a technical signal that a true uptrend was 
beginning.
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Oil – Eight years
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Chart courtesy of StockCharts.com and RBC Wealth Management

Estimated
trend

The price of oil has been moving higher for the past six months after
breaking out from a previous bottoming range that held it for three years.
The next resistance area is around $75, where we suspect the rally will
stall and then begin a longer range at a higher level of something like
$60‒$75. The tendency of the trend on oil is to trade in ranges for several
years in between the stronger moves up or down.
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Stocks vs. commodities – 60 years

12 May 2018

Chart courtesy of StockCharts.com and RBC Wealth Management

The CRB Index is a basket of commodities consisting of about 40% energy, 
30% agricultural, and 30% metals in its composition, and over long periods 
tends to move in the opposite direction of stocks, as this chart illustrates. If 
the trend in stocks is truly a long-term secular bull market that lasts years, we 
would expect to see commodity prices remain generally low, as they have 
during previous cycles. Currently, the CRB Index is moving up from a 45-year 
low point in a rally that could continue over the next few months, as has 
happened many times during the previous similar longer-term down cycles.

Commodity prices rising

Stock prices rising
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10-year Treasury bond yield for 140 years
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Chart courtesy of MultPL.com and RBC Wealth Management

Decades-long “bottoming 
periods” are possible.

The last 10 years…

The yield on the 10-year Treasury bond has moved up to the resistance area around 3.0% where 
it could stall after the recent uptrend and possibly move back down to the support around 2.5%. 
It would be normal for the yield to go into a range for the next several months or more, which is 
how long-term “bottoms” have developed during previous cycles. The breakout level on the 
upside for the long-term downward trend is 3.5%, which we do not expect to see on the 
current rise.
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