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Short-term market: S&P 500 – 12 years

March 20202

Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results.

The S&P is pulling back within the rising trend channel that has defined the
bull market for more than 10 years. The low end of the channel has been
seen several times during the course of the bull market and the most recent
pullback fits the overall pattern that we expect to continue for the longer
term. The channel defines those short-term periods where news and events
and the investor sentiment move from one extreme to the other within the
overall bull market with the trend determined by corporate earnings and the
economic cycle for the period.
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Long-term market cycles 1925–2020
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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 market trend is in what we see as a long-term secular bull market that could last
for several more years as these periods have demonstrated in the past. The
uptrends do not occur in a straight line and are defined by intermediate periods of
strength and consolidation within the overall uptrend. The long-term secular bull
trend tends to be in force until economic and business trends have moved to highly
optimistic levels as we have seen in previous cycles. The current secular trend is
bullish but is still well short of the levels of excess that often define a longer-term
peak.

16- to 18-year 
secular bear market
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The 4-month moving average remains above the 13-month moving average but have been
converging with the most recent pullback in the market. In an overall bullish trend it is
common to see the averages move from further apart to closer together as the shorter-term
moves in the market swing from one extreme to the other.

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.
4-month moving average

13-month moving average

Oct ‘09

Feb ‘08

Apr ‘03

Feb ‘01

Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results.

Mar ‘16
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Investor sentiment – 30 years

5

Percentage of bullish investors
(Right-hand scale)

S&P 500
(Left-hand scale)

The level of bullish investor sentiment continues to be muted due to
worldwide economic concerns and despite the strong bull trend of the past 10
years. Bull markets tend to top out after longer periods of investor optimism,
which has been holding at historically low levels for the past 10 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.

Chart courtesy of StockCharts.com and RBC Wealth Management
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TSX Composite – 12 years
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Chart courtesy of StockCharts.com and RBC Wealth Management

TSX relative performance to the S&P 500

The long-term trend on the TSX has been in a bullish rising channel that
has seen more volatile moves over the shorter term within the overall
uptrend. The near-term support is around 16,000 with the longer-term
support around 14,500. Although the overall performance has lagged that
of the S&P 500, there are good tactical opportunities created by the
cycles within the larger trend.
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Currencies – 5-year trends
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Charts courtesy of StockCharts.com and RBC Wealth Management

The trend on the U.S. dollar continues to move higher within
a slow rising channel that has been intact for the past 18
months and shows no indication of a change in the trend
anytime soon.
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The Canadian dollar has broken below the recent lows and support at the 0.76 level, and could move
back to the longer-term low zone of around 0.73. It is interesting that both the U.S. dollar and the
Canadian dollar have weakened vs. other foreign currencies during the past month.



S&P sectors & market indexes 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 ↓

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.

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”

Copper

Social Media  Gold,
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Gold – 12 years

March 202010

Chart courtesy of StockCharts.com and RBC Wealth Management

Gold continues to make choppy progress to the upside with the recent cycle highs
being an indication of further potential for this year. The support levels are now
around 1550 and 1450 with resistance at the previous high zone of 1800.
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Oil – 10 years

March 202011

Chart courtesy of StockCharts.com and RBC Wealth Management

The trend on oil is moving lower to the long-term support around 42
that has held price declines on several other occasions during the
past four years. This is an important level to hold as the next support
area would be around 30. What was short-term support around the
50 level is now resistance, and an area to get back through in order
to firm up the trend into a more bullish position.
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Stocks vs. commodities – 60 years

12 March 2020

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, and over long periods it 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 done during
previous major cycles. Currently, the CRB Index is breaking below the
previous low and may be signaling lower prices ahead.

Commodity prices rising

Stock prices rising
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10-year Treasury note yield for 150 years

March 202013

Chart courtesy of MultPL.com and RBC Wealth Management

Decades-long “bottoming 
periods” are possible.

The 35-year downtrend in yields is continuing with yields moving to a new all-time
low over the past month. There is no clear bottom or support apparent on the chart,
with a low-end range expected eventually but the level is uncertain.
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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
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a Financial Advisor. To the full extent permitted by law neither RBC Wealth Management nor any of its affiliates, nor any other person, accepts
any liability whatsoever for any direct, indirect or consequential loss arising from, or in connection with, 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 the prior written
consent of RBC Wealth Management in each instance. 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.
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