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US equity generational cycles lasting roughly 17 years
Dow Industrials Index

The long-term secular trends for the US stock market
have moved through periods of expansion and
contraction lasting roughly 17 years.

Deflation

Current 17 year
cycle likely to
peak near 2034

If the past is any prologue for the future, the current
secular cycle could last into the early-mid 2030s.
Inflation

Deflation

The Dow Industrial index has moved through periods of expansion and contraction every 17 years

Source: RBC Wealth Management, Bloomberg, Optuma

April 5, 2021

RBC Wealth Management Portfolio Advisory Group | Robert Sluymer, CFA – robert.sluymer@rbc.com

2

S&P 500 Index - Monthly with 4 and 13 month moving averages

Source: RBC Wealth Management, Bloomberg, Optuma
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•

The current trend for the
S&P remains positive with
the short-term trend,
represented by the 4 month
moving average, above the
longer-term trend,
represented by 13 month
average.

•

The red and green arrows
indicate when the these two
moving averages cross each
other.

•

Although there are times
when the crossovers result in
whipsaws, they can be a
helpful technical tool to avoid
the major drawdowns that
develop in bear markets.

•

The histogram in the bottom
reflects the moving average
crossover.
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S&P 500 monthly and relative performance vs Bonds
S&P 500

•

The current trend for the S&P
remains positive with another
new cycle high in March.

•

The relative performance of
stocks versus the Barclays All
Aggregate Bond Index, one of
the most widely used bond
benchmarks, continues to make
new cycle highs similar to those
developed during 2016 and
2012 cycles.

•

If the past two 4-year cycles are
a guide, then stocks are likely to
outperform bonds through the
balance of 2021 well into 2022
before slowing.

__ 15-month sma
__ 48-month sma

Ratio of the S&P 500 vs Bonds

Source: RBC Wealth Management, Bloomberg, Optuma
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Global Equity Markets - MSCI EAFE – Monthly
• The MSCI EAFE (Europe,
Asia and Far East) index
has a 60% weighting in
cyclical sectors.
• An upside breakout by
EAFE would be a
noteworthy technical
development confirming
the longer term
improvement for global
markets in general, and
cyclical stocks specifically.

Ratio of EAFE relative to the S&P 500

• However, to signal a
change in global equity
leadership, the relative
performance line in the
bottom panel will need to
reverse its downtrend.

Source: RBC Wealth Management, Bloomberg, Optuma
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Global Equity Markets - MSCI EUROPE - MXEU - Monthly
• The MSCI Europe index is
also heavily influenced by
cyclical stocks, similar to
the MSCI EAFE index at
60%.
• Currently the MSCI Europe
index is challenging
important resistance at the
upper end of a 20 year
trading range with potential
to break-out in 2021.
Ratio of Europe relative to the S&P 500

• However, similar to EAFE,
Europe has yet to show
meaningful technical
evidence of reversing its
relative performance
downtrend vs the S&P 500
to support a major
overweight.

Source: RBC Wealth Management, Bloomberg, Optuma
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Global Equity Markets - S&P/TSX Composite Index - Monthly

• The TSX has traded
around the upper end of
its 20-year trading range
for the past few years but
is now trending strongly at
new highs.
• Two support levels appear
important starting near
18K followed by 16.5K.

Ratio of TSX relative to the S&P 500

• ….but here again, relative
performance versus the
S&P 500 remains weak
Source: RBC Wealth Management, Bloomberg, Optuma
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Rates - US 10-year Treasury Yield - Monthly
• The US Treasury 10-year
yield has rebounded from the
March 2020 lows back into
the broad range that
developed between the July
2012 lows at 1.38% and the
October 2018 highs at 3.25%.
• Interestingly, yields are now
challenging the next important
technical level at the 50%
retracement of 2018-2020
decline at 1.78%.

Monthly RSI
(14-period)
Monthly
RSI

momentum

• Next key resistance for yields
is at the long-term
downtrends coinciding with
the 62%-76% retracement
levels at 2.13% and 2.56%
respectively.
• Monthly RSI is now at 57 and
has room to rise through 2021
before becoming overbought.

Source: RBC Wealth Management, Bloomberg, Optuma
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Currencies - DXY USD Dollar Index - Monthly

• The longer-term trend
for the US dollar
remains down with a
bounce from support at
88-89 currently
underway.
• A break below 88 will be
needed to confirm the
US Dollar’s bear market
is continuing, with next
support at 84.5
coinciding with the 62%
retracement of the 20112016 rebound.
Source: RBC Wealth Management, Bloomberg, Optuma
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Commodities - WTI Crude Oil Future
• After collapsing in Q1
2020, WTI has rallied
back into, and stalled at,
important technical
resistance between the
2008 downtrend line
highs at 66.
• Support is in the low 50s
with a move above 66
needed to confirm a
legitimate downtrend
reversal and resumption
of the rebound that
began in Q1 2020.
• Next key resistance
above 66 is near 77.

Source: RBC Wealth Management, Bloomberg, Optuma
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Commodities - Gold - Monthly
• Monthly momentum
remains negative after
peaking 7 months ago as
Gold stalled near 2000.
• Tactically, Gold’s
pullback is becoming
oversold but a
sustainable bottom has
to develop with 13771545 a broad band of
support likely to hold.

• The ratio of Copper
relative to Gold remains
in a corrective trend
challenging the 2018
lows.
Source: RBC Wealth Management, Bloomberg, Optuma
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