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The trading range market of 2018 has caused the 4-month moving average to trend lower, but it remains well 
above the longer-term 13-month average line, which continues to indicate an overall bull market. Further 
consolidation by the Industrials could see the averages move closer to each other, which has been a common 
occurrence in the past, but does not necessarily mean that the overall trend is changing. Gyrations in the 
moving averages are normal and common within the longer-term trends. 

DJIA with 4-month and 13-month moving averages 
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Bullish trend indicated when 4 mo. crosses above 13 mo. 

Bearish trend indicated when 4 mo. crosses below 13 mo. 
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 Chart courtesy of StockCharts.com and RBC Wealth Management 
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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 90-year chart of the S&P reveals a cycle of growth and stagnation that each last 
16-18 years for an overall cycle of around 34 years, which is about one generation. 
The rising periods tend to occur during periods of population growth when investment 
and spending are increasing, but through rising optimism create bubbles which then 
take many years to unwind. It appears that the cycle is still relatively early in a growth 
period that could trend higher for many more years before the sentiment becomes 
overwhelmingly bullish. A rising trend will likely continue to be choppy, but if the 
current secular bull market performs in-line with historical bull trends, the upside 
potential could be significant. 

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 bull market of the past ten years has been moving higher in a 
series of rallies and consolidations, each of which have been 2-3 years 
long. It appears that the S&P is entering another sideways 
consolidation period in 2018 after the strong move to the upside in the 
previous two years and this more neutral range could last another year 
or more. The lower end of the long-term channel may be touched 
again during the sideways range, as has happened during previous 
consolidation periods within the overall bullish trend. 

Estimated 
trend 
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Investor sentiment – 30 years 

5 

Percentage of bullish investors 
(Right hand scale) 

S&P 500 
(Left hand scale) 

The longer-term bullish sentiment has risen from very low levels, which indicates a 
growing acceptance of the bullish stock market. The indicator remains well below 
the higher levels that have indicated an overabundance of optimism in the past. 
We believe this implies 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 more than a 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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 Charts courtesy of StockCharts.com and RBC Wealth Management 

The trend on the U.S. dollar has been firming up this year and is back 
above the 90 level, which is now the important support level once 
again. The immediate upside potential is still uncertain with the next 
resistance areas around 95 and 100. 

The Canadian dollar continues to trade in a low range with a slightly positive trend that has 
support around 0.75 and resistance at 0.85. 
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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 

Materials  Technology 

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. 

   Financials,  

 Late bear trends                 Early bull trends                   Late bull trends                 Early bear trends 

Transports  
 Small cap  

Crude oil 

Interest rates  

World markets ex-U.S.  

  Midcap  

S&P, DJIA    

Emerging markets 

  ↑ ↓ = Position change from last month 

Canadian $  

“Wait”                                    “Buy”                                   “Hold”                                  “Sell” 
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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  

Retailers ↑  

 Solar ↓  

 Airlines, 

Brokers   Insurance   

REITs  

Coal 

 Gaming  

Big U.S. Banks 

Elec. Utilities   

 Foods, 

  Railroads  

 Ag Commodities   

   Late Bear Trends              Early Bull Trends                Late Bull Trends             Early Bear Trends 

 Home Builders   

Aerospace/Defense  

MLPs 

 Forest Products ↑, 

China ↓ 

  Copper Miners   

 Canadian Banks  

↑ ↓ = Position change from last month 

“Wait”                                    “Buy”                                   “Hold”                                  “Sell” 

Shipping  

 Copper,   Social Media,  

Gold  
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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 eventual breakout to the upside, but it may 
take several more months to do it. The pattern of rising lows during the past two years is a 
sign of increasing buying interest that we believe will lead to a breakout and uptrend to the 
next resistance area of 1650-1700. 
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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 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 another trading range period at a higher level of possibly 
$60‒$75. The tendency of the long-term trading pattern for oil is for it 
to trade in ranges that can last for several years in between the 
stronger moves up or down. 
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Stocks vs. commodities – 60 years 

12 July 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 major cycles. Currently, the CRB Index is moving up from a 
45-year low point in a rally that could continue for the next few months. 

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 past 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%.  
We suspect that the yield could to go into a range for the next several months or more, which is how 
the long-term “bottoms” have developed during previous 50-year cycles. The breakout level on the 
upside for the long-term downward trend is 3.5%, which we do not expect to see for several years. 
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Disclosures 
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 The information contained in this communication has been compiled from sources believed to be reliable, but no representation or warranty, 
express or implied, is made by RBC Wealth Management, its affiliates or any other person as to its accuracy, completeness or correctness. All 
opinions and estimates contained in this communication constitute the author’s judgment as of the date of this communication, are subject to 
change without notice and are provided in good faith but without legal responsibility. Nothing in this communication constitutes legal, 
accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and has been 
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The investments or services 
contained in this communication may not be suitable for you and it is recommended that you consult your Financial Advisor if you are in doubt 
about the suitability of such investments or services. Past performance is not a guide to future performance, future returns are not guaranteed, 
and a loss of original capital may occur. This communication is not, and under no circumstances should be construed as, a solicitation to act as 
a Financial Advisor. To the fullest extent permitted by law neither RBC Wealth Management nor any of its affiliates, nor any other person, 
accepts any liability whatsoever for any direct or consequential loss arising from any use of this communication or the information contained 
herein. No matter contained in this communication may be reproduced or copied by any means without prior consent of RBC Wealth 
Management. This communication is not a research report or a product of RBC Capital Markets’ Research Department. As such, this 
communication may not be independent of RBC Capital Markets’ proprietary interests. RBC Capital Markets may trade the securities 
discussed in this communication for its own account and on a discretionary basis on behalf of certain clients. Unless otherwise specified, the 
views expressed herein are the author’s and may differ from the views of RBC Capital Markets’ / RBC Wealth Management’s Research 
Department and from the views of others within RBC Capital Markets and RBC Wealth Management. The information in the body of this 
communication is intended to provide general company and/or market commentary, is not intended to provide a sufficient basis for an 
investment decision. 
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