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DJIA with 4-month and 13-month moving averages
Bullish trend indicated when 4 mo. crosses above 13 mo.
Bearish trend indicated when 4 mo. crosses below 13 mo.
4-month moving average
13-month moving average
The 4- and 13-month moving average lines moved close to a crossing point in December, but the near-equal
rally since then has move the averages apart in a positive way, so the longer-term bull market signal remains
intact. It is possible, however, if the market range of the past year continues for another year that we could see
the averages move together and cross, at which time the validity of the signal would be assessed using other
indicators of sentiment and stock participation. But for now the indicator remains bullish as the market
consolidates within the longer-term bullish trend.
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Long-term market cycles 1925–2019
The long-term secular bull market remains intact after the most recent market pullback
and bounce which is a much smaller event when viewed within the perspective of the
long-term trend. These long-term bull markets do tend to move up in a choppy fashion
until much later when the economy and corporate earnings start to show much
stronger numbers that can then boost the sentiment into highly optimistic levels. At the
current time we see most measures of the duration and pattern of the bull market as
being near average for a long-term uptrend with still plenty of room for improvement in
the years ahead.
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Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results
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16- to 18-year
secular bear market

Long-term growth rate
of about 8%
(plus dividends)

Short-term market: S&P 500 – 11 years

The market continues to trade within a range that has held it for the
past year and could continue in the same pattern for several more
months. The cyclical trend follows a similar trend of the earnings for
the S&P with recent reductions in earnings growth expectations being
reflected by the market action that has the S&P at the same level that it
was at 15 months ago. The recent low zone could be tested again
during this time, and would be another timely opportunity to build
positions, in our opinion.

Chart courtesy of StockCharts.com and RBC Wealth Management
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Investor sentiment – 30 years
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.

Percentage of bullish investors
(Right-hand scale)
S&P 500
(Left-hand scale)

The bullish investor sentiment is back on the downswing even after the recent twomonth rally in the markets. The longer-term bullish market trend continues to be
intact, and we view the relatively low level of bullish opinion as being an indication that
the longer-term bull market is not close to the overbought and extremes in optimism
that are often seen at major market tops.

Chart courtesy of StockCharts.com and RBC Wealth Management
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TSX Composite – 10 years

The overall trend on the TSX has been constructive up from
the 2009 bottom, but has lagged the performance of the S&P
during the bull market. We suspect that the overall rising trend
will continue with the lower support and higher resistance
levels being touched more times over the next several years.

TSX relative performance to the S&P 500

Chart courtesy of StockCharts.com and RBC Wealth Management
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Currencies – 5-year trends

The U.S. dollar is testing the support at 95 at the lower end of the range
of the past several months. The overall volatility is declining which
implies that a longer period within a tight range could lie ahead.

The Canadian dollar remains in its modestly correcting trend that would need a
breakout above 77 in order to change the trend to bullish which at this time is a less
likely possibility. It’s a soft and neutral trend that shows little indication of a bigger
move coming in either direction.

Charts courtesy of StockCharts.com and RBC Wealth Management
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S&P sectors & market indexes cycle positions
Relative positioning of major sectors within their individual cycles
Most market sectors are in correcting trends of
some sort, with some nearing potential bottoming
points with improving trends likely to develop
over the next several months. With so many
market areas in correcting trends, it appears that
it will also take a good amount of time for the
indexes to go through a bottoming process
before longer-term uptrends begin again.
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Early bear trends
“Sell”

Select groups cycle positions
Our relative positioning of groups of interest within their individual bull
and bear cycles
REITs
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Gold – 11 years

Gold continues to move along within the five-year range that is a bottoming trend after the previous decline
of 45% during the 2011-2015 period. Long bottoming periods typically follow severe declines for most
markets and securities and the pattern on the gold chart is a classic example. The trend is still neutral until
the overhead resistance is broken at 1360, after which the trend would be officially bullish on a technical
basis with the potential to move up to the next resistance zone of 1650-1700. The likelihood of a breakout
continues to improve but still needs the move above 1360 for confirmation.

Chart courtesy of StockCharts.com and RBC Wealth Management
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Oil – Eight years

The trend on oil is bouncing up after the sharp pullback in the fourth
quarter and is thus far a normal bounce and not necessarily the start
of a more bullish trend. The resistance is heavy in the upper 50’s
and a range of 42-57 is very possible for the next few months and
longer as the long-term trend remains short-term volatile but neutral
overall as it has been for the past four years.

Chart courtesy of StockCharts.com and RBC Wealth Management
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Stocks vs. commodities – 60 years

Stock prices rising

Commodity prices rising

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 appears to be
developing a low-end range that it could remain in for many months or longer.

Chart courtesy of StockCharts.com and RBC Wealth Management
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10-year Treasury bond yield for 140 years

The trend on the 10-year Treasury bond yield may have peaked again at the longerterm declining trendline and with the recent pullback to below 2.8% the yield may be
starting a longer flat range that could carry through the year. The bounce higher in
rates over the past two years may have attracted much short-term interest but the
move still fits into the overall lower long-term trend. We suspect that the ten-year
yield will level off for a period of possibly many years as has happened in past
cycles, with the current near-term support and resistance levels being at the 2.4%
and 2.8% levels.

Decades-long “bottoming
periods” are possible.

Chart courtesy of MultPL.com and RBC Wealth Management
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