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Executive Summary
 U.S. Equity Markets (Page 3)
U.S. equity markets rallied sharply off their year-end lows, retracing a Fibonacci 61.8% of their October-December declines.
While impressive, the January rebound has done little to repair the structural damage already inflicted upon the market.
Overhead resistance between 2600 and 2800 on the SPX should prove formidable. Meanwhile, the breach of LT ascending
trend lines and prior support levels remains intact. We maintain our Bearish rating and recommend using this transient
strength to reduce equity exposure now ahead of the next leg down. Our analysis concludes that global equity markets are in
the early stages of a synchronized bear market of potentially epic proportions.
 Sector Rotation (Page 14)
Our monthly RS-Momentum analysis of the eleven S&P 500 equal-weight sectors ranks Real Estate and Materials as leadership,
with notable improvement from Communications, Financials, Technology, and Consumer Discretionary. Utilities, Staples, and
Health Care have been weakening, while Industrials and Energy continue to lag, despite their strong January performance.
 Long/Short Positioning (Page 27)
We detail a list of long and short portfolio candidates for February. Our performance report card (page 39) examines our
January portfolio attribution and results for the one month and six month periods ended 1/31/2019.
 Actionable Trade Ideas (Page 40)
We recommend the purchase of Welltower (WELL), Iron Mountain (IRM), Varian Medial Systems (VAR), Waters Corp (WAT),
MasterCard (MA), Broadcom (AVGO), Newmont Mining (NEM), Freeport-McMoRan (FCX), CenterPoint Energy (CNP), Exelon
(EXC), Molson Coors (TAP), and Mondelez (MDLZ) on the long side.
 Foreign Equity Markets (Page 47)
We initiate coverage of 12 developed and emerging foreign equity markets including Canada, Australia, UK, Germany, France,
Italy, Spain, Japan, China, India, Brazil, and Russia, plus the Frontier 100 index.
 Macro Perspectives (Page 63)
We examine and render technical opinions on commodities, gold, WTI crude oil, MLPs, Bitcoin, the US Dollar index, and the 10year US Treasury yield.
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U.S. Equity Markets
 Large-Cap
 Mid-Cap
 Small-Cap
 Style Box & Factor Leadership
 Charts of Special Interest
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U.S. Large Cap
S&P 500 Index
Bearish
Observations:
 Price action since late-September is consistent with
the early stages of a developing bear market. The
breach of trend, followed by a dramatic collapse
through key support levels has established a range of
chart resistance that should repel any near-term rally
attempts until overhead supply can be absorbed.
 Momentum has reversed sharply to the downside,
establishing a lower high, and consequently leaving a
clear negative divergence in place.
 Relative strength of large-caps has overtaken smallcaps on a structural basis, despite recent weakness.
 Key Resistance = 2815
 Key Support = 2595

Conclusions:
 Reduce exposure. Our initial target has been
achieved, but the bull market advance off the 2009
low appears to have reached its terminal point. A
large degree correction retracing at least 50% of the
previous five wave (1-2-3-4-5) advance may now be
in progress.
Source: StockCharts.com

 Target = 1800
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U.S. Mid Cap
S&P 400 Index
Bearish
Observations:
 Price action since late-August is consistent with the
early stages of a developing bear market. The breach
of trend, followed by a dramatic collapse through key
support levels has established a level of chart
resistance that should repel any near-term rally
attempts until overhead supply can be absorbed.
 Momentum has reversed sharply to the downside,
establishing a lower high, and consequently leaving a
clear negative divergence in place.
 Relative strength of mid-caps has trailed both large
and small-cap stocks, and is now plumbing new lows
compared to the large-cap dominated S&P 1500.
 Key Resistance = 1905
 Key Support = 1770

Conclusions:
 Reduce exposure. Our initial target has been
achieved, but like its large-cap cousins, the 9-year bull
market for mid-caps has most likely reached its
terminal point, and is now poised for a proportional
retracement in time and price in order to correct the
previous advance.

Source: StockCharts.com

 Target = 1230
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U.S. Small Cap
S&P 600 Index
Bearish
Observations:
 Price action since late-August is consistent with the
early stages of a developing bear market. The breach
of trend, followed by a dramatic collapse through
key support levels has established a level of chart
resistance that should repel any near-term rally
attempts until overhead supply can be absorbed.
 Momentum has reversed sharply to the downside,
leaving a large scale negative divergence in place.
 Relative strength made a new high in August, but
has since reversed back to test initial support.
Overall, small-caps have outperformed mid-caps, but
are trailing large-cap stocks.
 Key Resistance = 995
 Key Support = 875

Conclusions:
 Reduce exposure. Like its large & mid-cap cousins,
the 9-year bull market for small-caps has most likely
reached its terminal point, and is now poised for a
proportional retracement in time and price in order
to correct the previous advance.
Source: StockCharts.com

 Target = 645
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MSCI Factor Leadership

RS-Momentum Rank

JAN Return

TTM Return

1. Capitalization (SIZE)

+ 10.1%

- 0.6%

2. Momentum (MTUM)

+ 6.5%

- 3.3%

3. Low Volatility (USMV)

+ 5.7%

+ 3.5%

4. High Quality (QUAL)

+ 8.3%

- 2.4%

5. Low Valuation (VLUE)

+ 9.8%

- 6.5%

Source: StockCharts.com
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Russell Style Box Leadership

RS-Momentum Rank

JAN Return

TTM Return

1. Mid-Cap Growth (RDG)

+ 11.4%

- 0.5%

2. Large-Cap Growth (RLG)

+ 8.9%

- 1.1%

3. Small-Cap Growth (RUO) + 11.5%

- 3.3%

4. Small-Cap Value (RUJ)

+ 10.8%

- 6.1%

5. Mid-Cap Value (RMV)

+ 10.2%

- 7.6%

6. Large-Cap Value (RLV)

+ 7.6%

- 7.2%

Source: StockCharts.com
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Long Value / Short Growth

Source: StockCharts.com
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Market Breadth = Weak

Source: StockCharts.com
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Investor Sentiment = Optimistic

Source: StockCharts.com
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Economic Cycle = Peaking

Source: StockCharts.com
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Fed Policy = Recessionary

Source: StockCharts.com
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Sector Rotation
 S&P 500 Equal-Weight Sector Leadership
 Sector RS-Momentum Rank
 Sector Technical Analysis
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S&P Sector Leadership
RS-Momentum Rank

JAN Return

TTM Return

1. Real Estate (EWRE)

+ 11.6%

+ 10.6%

2. Materials (RTM)

+ 7.6%

- 10.6%

3. Communications (XLC)

+ 11.8%

- 3.6%

4. Financials (RYF)

+ 10.3%

- 11.6%

5. Technology (RYT)

+ 10.5%

+ 0.4%

6. Discretionary (RCD)

+ 10.2%

- 4.6%

7. Utilities (RYU)

+ 3.0%

+ 13.1%

8. Staples (RHS)

+ 5.6%

- 7.6%

9. Healthcare (RYH)

+ 9.4%

+ 1.2%

10. Industrials (RGI)

+ 11.0%

- 8.0%

11. Energy (RYE)

+ 15.4%

- 15.0%
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Source: StockCharts.com
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S&P 500 Cap-Weight
Real Estate Sector
Overweight
Observations:
 Price made a new all-time monthly closing high in
January, punching trough key resistance with
authority.
 Momentum is now positive and has reversed above a
multi-year descending trend line, yet a triple negative
divergence remains in place.
 Relative strength vs. the average S&P stock had been
in decline since 2Q16, but appears to have bottomed
and is now staging a bullish upside reversal.
 Initial Support = $34
 Key Support = $28

Conclusions:
 Real Estate moved up a position to the #1 rank in our
sector RS-Momentum work for the month.
 Overweight exposure. Structural rotation away from
economically sensitive sectors, and into traditionally
defensive and value oriented sectors appears
underway.
 Target = $38
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S&P 500 Equal-Weight
Utilities Sector
Overweight
Observations:
 Price closed at the high for the month, falling just
short of its all-time record closing high. The
successful test of trend support may be setting-up
for a continued rally in February.
 Momentum remains staunchly positive, and
penetrated a multi-year descending trend line, yet a
large degree negative divergence remains in place.
 Relative strength vs. the average S&P stock has
stalled after breaking out and reversing sharply
above a 2-year descending trendline.
 Key Resistance = $95
 Key Support = $82

Conclusions:
 Utilities collapsed by six positions to the #7 rank in
our sector RS-Momentum work this month.
 Overweight exposure. Structural rotation away from
momentum charged sectors, and into traditionally
defensive and value oriented sectors appears
underway.
Source: StockCharts.com

 Target = $99
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S&P 500 Equal-Weight
Health Care Sector
Overweight
Observations:
 Price recovered 2/3s of its fourth quarter decline
after violating trend and challenging key support in
December; it remains within a well-defined trading
range.
 Momentum is now positive, but after establishing a
lower high in September, a clear negative divergence
remains in place.
 Relative strength vs. the average S&P stock appears
to have bottomed and is now staging an upside
reversal.
 Key Resistance $199
 Key Supports = $171 (Breached)

Conclusions:
 Health Care fell another position to the #9 rank in
our RS-Momentum work this month.
 Overweight exposure. Structural rotation away from
momentum charged sectors, and into traditionally
defensive and value oriented sectors appears
underway.
Source: StockCharts.com

 Target = N/A
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S&P 500 Equal-Weight
Staples Sector
Overweight
Observations:
 Price recovered over 50% of its fourth quarter
decline after challenging key support in December,
and remains within a well-defined trading range.
 Momentum turned negative in December and has
reversed sharply lower, breaching support to make a
new 9-year low.
 Relative strength vs. the average S&P stock had
collapsed since 2016, but appears to have bottomed
and is now struggling to reverse higher.
 Key Resistance = $131
 Key Support = $116 (Breached)

Conclusions:
 Consumer Staples tanked by five positions to the #8
rank in our sector RS-Momentum work this month.
 Overweight exposure. Structural rotation away from
momentum charged sectors, and into traditionally
defensive and value oriented sectors appears
underway.
 Target = N/A
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S&P 500 Equal-Weight
Materials Sector
Market weight
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support in October, and
violating a mutli-year trend line ascending off the
2016 lows last January.
 Momentum has turned sharply negative last year
after establishing a lower high, and consequently
leaving a clear negative divergence in place.
 Relative strength vs. the average S&P stock peaked in
late 2017 after a 2-year advance, breached the 2017
low in August, and is now trending decidedly lower.
 Key Resistance = $112
 Key Support = $101 (Breached)

Conclusions:
 Materials moved up two more positions to the #2 rank
in our sector RS-Momentum work this month.
 Market weight exposure. While a rotation away from
economically sensitive sectors has been underway
since July, we’ve detected a rather dramatic upside
reversal in the RS-Momentum of the precious metals
miners.

Source: StockCharts.com

 Target = N/A
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S&P 500 Equal-Weight
Energy Sector
Market Weight
Observations:
 Price remains well below its 2014 high, and rangebound between the 2016 high and low. After
challenging the upper boundary of that range, price
reversed below support and breached an ascending
trendline off the 2016 low.
 Momentum ticked up slightly this month for the first
time after breaching trend last year, but remains
deeply negative.
 Relative strength vs. the average S&P stock has been
under pressure since 2011 and made new 10-year
monthly low in December.
 Key Resistance = $65
 Key Support = $47 (Breached)

Conclusions:
 Despite its leading sector performance in January,
Energy maintained its last place status, with the #11
rank in our sector RS-Momentum work this month.
 Market weight exposure. Structural rotation away
from economically sensitive sectors, and into
traditionally defensive and value oriented sectors
appears underway.

Source: StockCharts.com

 Target = N/A
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S&P 500 Equal-Weight
Financials Sector
Market Weight
Observations:
 Price recovered 61.8% of its fourth quarter decline
after collapsing below key support in October, and
violating a multi-year ascending trend line off the
2016 low last January. A new primary downtrend has
been established.
 Momentum has turned negative after establishing a
series of lower highs, consequently leaving a triple
negative divergence in place.
 Relative strength vs. the average S&P stock broke
trend last January and has since made a new 2-year
low.
 Key Resistance = $41
 Key Support = $30

Conclusions:
 Financials moved up three positions to the #4 rank in
our RS-Momentum work this month.
 Market weight exposure. Structural rotation away
from economically sensitive sectors, and into
traditionally defensive and value oriented sectors
appears underway.

Source: StockCharts.com

 Target = N/A
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S&P 500 Equal-Weight
Technology Sector
Underweight
Observations:
 Price recovered 2/3s of its fourth quarter decline after
breaching key support in December, and violating a
multi-year ascending trend line off the 2016 low in
October.
 Momentum has collapsed, turning negative after
establishing a lower high, and consequently leaving a
clear negative divergence in place.
 Relative strength vs. the average S&P stock has
breached a multi-year uptrend and is reversing lower.
 Key Resistance = $158
 Key Support = $138 (Breached)

Conclusions:
 Technology moved up another position to the #5 rank
in our sector RS-Momentum work this month.
 Underweight exposure. The selling panic has now
subsided, but the October-December plunge was likely
the initial decline of a multi-year correction that could
retrace up to 61.8% of the entire 9-year advance.
 Target = N/A
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S&P 500 Equal-Weight
Discretionary Sector
Underweight
Observations:
 Price recovered 61.8% of its fourth quarter decline
after closing below key support in December, and
violating a multi-year ascending trend line off the
2015 low in October.
 Momentum turned down after testing a shelf of
resistance that has been in place since 2014.
 Relative strength vs. the average S&P stock had been
in decline since mid-2015, and is now struggling to
reverse higher with little progress.
 Key Resistance = $107
 Key Support = $94 (Breached)

Conclusions:
 Consumer discretionary slipped one position to the
#6 rank in our sector RS-Momentum work this
month.
 Underweight exposure. The selling panic has now
subsided, but the October-December plunge was
likely the initial decline of a multi-year correction that
could retrace up to 61.8% of the entire 9-year
advance.

Source: StockCharts.com

 Target = N/A
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S&P 500 Cap-Weight
Communications Sector
Underweight
Observations:
 Price recovered 2/3s of its fourth quarter decline,
after posting a monthly close below key support in
December, and violating a ten-year trend line
ascending off the 2009 lows in September. A new
primary downtrend has been established.
 Momentum has turned decidedly negative,
establishing a lower high, and leaving a clear
negative divergence in place.
 Relative strength vs. the average S&P stock broke its
uptrend, and is now reversing lower.
 Key Resistance = $47
 Key Support = $43 (Breached)

Conclusions:
 Communications spiked seven positions to the #3
rank in our sector RS-Momentum work this month.
 Underweight exposure. The selling panic has now
subsided, but the October-December plunge was
likely the initial decline of a multi-year correction
that could retrace up to 61.8% of the entire 9-year
advance.

Source: StockCharts.com

 Target = N/A
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S&P 500 Equal-Weight
Industrial Sector
Underweight
Observations:
 Price recovered 61.8% of its fourth quarter decline
after closing below key support in December, and
violating a multi-year ascending trend line off the 2016
low last April. A new primary downtrend has been
established.
 Momentum has turned decidedly negative,
establishing a lower high, and consequently leaving a
clear negative divergence in place.
 Relative strength vs. the average S&P stock breached a
2-year ascending trendline, and has since made a lower
high, establishing a new trading range.
 Key Resistance = $119
 Key Support = $110 (Breached)

Conclusions:
 Industrials slipped another position to the #10 rank in
our RS-Momentum work this month.
 Underweight exposure. The selling panic has now
subsided, but the October-December plunge was likely
the initial decline of a multi-year correction that could
retrace up to 61.8% of the entire 9-year advance.

Source: StockCharts.com

 Target = N/A
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Long/Short Positioning
 S&P 500 Leaders & Laggards
 February Sector Ranked Long Alpha Candidates
 February Sector Ranked Short Alpha Candidates
 January Long/Short Performance Report Card
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S&P 500 Real Estate Alpha Drivers

Buy RS-Momentum Leaders
1. Welltower (WELL)
2. Iron Mountain (IRM)
3. Kimco Realty (KIM)
4. CBRE Group (CBRE)
5. Alexandria RE Equity (ARE)
Sell RS-Momentum Laggards
1. Macerich (MAC)
2. Host Hotels & Resorts (HST)
3. Digital Realty (DLR)
4. Simon Property (SPG)
5. Mid-America Apt (MAA)

Source: StockCharts.com
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S&P 500 Materials Alpha Drivers

Buy RS-Momentum Leaders
1. Newmont Mining (NEM)
2. Air Products (APD)
3. Sealed Air (SEE)
4. Freeport-McMoRan (FCX)
5. Eastman Chemicals (EMN)
Sell RS-Momentum Laggards
1. Albemarle (ALB)
2. CF Industries (CF)
3. Sherwin Williams (SHW)
4. Int’l Flavors & Frag (IFF)
5. PPG Industries (PPG)

Source: StockCharts.com
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S&P 500 Communications Alpha Drivers

Buy RS-Momentum Leaders
1. Twitter (TWTR)
2. Alphabet (GOOGL)
3. Electronic Arts (EA)
4. Netflix (NFLX)
5. Facebook (FB)
Sell RS-Momentum Laggards
1. Activision Blizzard (ATVI)
2. CenturyTel (CTL)
3. Take-Two Interactive (TTWO)
4. CBS Corp (CBS)
5. News Corp (NWSA)

Source: StockCharts.com
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S&P 500 Financials Alpha Drivers

Buy RS-Momentum Leaders
1. MSCI (MSCI)
2. Peoples Bank (PBCT)
3. Moody’s (MCO)
4. S&P Global (SPGI)
5. Bank of America (BAC)
Sell RS-Momentum Laggards
1. Huntington Bancshares (HBAN)
2. Capital One (COF)
3. Northern Trust (NTRS)
4. Wells Fargo (WFC)
5. PNC Financial (PNC)

Source: StockCharts.com
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S&P 500 technology Alpha Drivers

Buy RS-Momentum Leaders
1. Broadcom (AVGO)
2. Microchip (MCHP)
3. Analog Devices (ADI)
4. KLA-Tencor (KLAC)
5. MasterCard (MA)
Sell RS-Momentum Laggards
1. NVIDIA (NVDA)
2. Qualcomm (QCOM)
3. F5 Networks (FFIV)
4. Motorola Solutions (MSI)
5. Juniper Networks (JNPR)

Source: StockCharts.com
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S&P 500 Discretionary Alpha Drivers

Buy RS-Momentum Leaders
1. Whirlpool (WHR)
2. Chipotle Mex Grill (CMG)
3. eBay (EBAY)
4. MGM Resorts (MGM)
5. Nike (NKE)
Sell RS-Momentum Laggards
1. Nordstrom (JWN)
2. Macy’s (M)
3. Carmax (KMX)
4. Advance Auto Parts (AAP)
5. O’Reilly Automotive (ORLY)

Source: StockCharts.com
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S&P 500 Utilities Alpha Drivers

Buy RS-Momentum Leaders
1. CenterPoint Energy (CNP)
2. Exelon (EXC)
3. Southern (SO)
4. CMS Energy (CMS)
5. NiSource (NI)
Sell RS-Momentum Laggards
1. Edison Int’l (EIX)
2. Alliant Energy (LNT)
3. Dominion Energy (D)
4. DTE Energy (DTE)
5. Ameren (AEE)

Source: StockCharts.com
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S&P 500 Staples Alpha Drivers

Buy RS-Momentum Leaders
1. Mondelez Int’l (MDLZ)
2. Molson Coors (TAP)
3. Colgate Palmolive (CL)
4. Tyson Foods (TSN)
5. Monster Beverage (MNST)
Sell RS-Momentum Laggards
1. ConAgra Brands (CAG)
2. Altria Group (MO)
3. Lamb Weston (LW)
4. Clorox (CLX)
5. McCormick (MKC)

Source: StockCharts.com
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S&P 500 Health Care Alpha Drivers

Buy RS-Momentum Leaders
1. Varian Medical (VAR)
2. Edwards Lifesciences (EW)
3. Regeneron Pharma (REGN)
4. Waters (WAT)
5. Vertex Pharma (VRTX)
Sell RS-Momentum Laggards
1. Lab Corp of America (LH)
2. Mylan (MYL)
3. CVS Health (CVS)
4. Illumina (ILMN)
5. Henry Schein (HSIC)

Source: StockCharts.com
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S&P 500 Industrials Alpha Drivers

Buy RS-Momentum Leaders
1. TransDigm Group (TDM)
2. Union Pacific (UNP)
3. PACCAR (PCAR)
4. Boeing (BA)
5. Snap On (SNA)
Sell RS-Momentum Laggards
1. FedEx (FDX)
2. Raytheon (RTN)
3. United Parcel Service (UPS)
4. Delta Air Lines (DAL)
5. Alaska Air Group (ALK)

Source: StockCharts.com
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S&P 500 Energy Alpha Drivers

Buy RS-Momentum Leaders
1. Kinder Morgan (KMI)
2. Oneok (OKE)
3. Williams Cos (WMB)
4. Valero (VLO)
5. Halliburton (HAL)
Sell RS-Momentum Laggards
1. Anadarko Petroleum (APC)
2. Diamondback Energy (FANG)
3. EOG Resources (EOG)
4. Concho Resources (CXO)
5. Exxon Mobil (XOM)

Source: StockCharts.com
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January Performance Report Card
Long the Leaders / Short the Laggards
Sector
RYU

Sector
RYF

L/S Spread

January
2.95%
9.19%
11.60%
3.00%

RYH

L/S Spread

5.62%
-3.22%

RGI

L/S Spread

XLC

L/S Spread

7.58%
-5.34%

RYE

L/S Spread

10.21%
-2.65%

L/S Spread

10.54%
-0.18%

EWRE

RHS

RTM

RCD

RYT

Implied Net Return
Equal-Weight L/S
Sector Neutral L/S
S&P 500 Index

Aug
1.10%
2.11%
3.03%

Sep
0.70%
2.06%
0.43%

L/S Spread

January
10.29%
-3.79%

L/S Spread

9.37%
-2.98%

L/S Spread

10.61%
3.92%

L/S Spread

11.75%
-2.14%

L/S Spread

15.41%
-0.69%

Oct
2.15%
2.52%
-6.94%

Nov
0.00%
-0.03%
1.79%

January

Dec
4.22%
4.73%
-9.18%

Equal-Weight
S&P 500 EW Index
Long Leaders
Short Laggards
Long Alpha
Short Alpha
Long/Short Spread

9.75%
5.49%
5.93%
-4.26%
3.82%
-0.43%

Sector Neutral
S&P 500 Index
Long Leaders

7.87%
5.61%

Short Laggards
Long Alpha
Short Alpha
Long/Short Spread

6.76%
-2.26%
1.11%
-1.16%

Jan
6 Month
-0.43%
7.90%
-1.16% 10.58%
7.87%
-3.96%

* Note: Performance data is for illustration purposes only. All long and short positions assume an 8% hard stop-loss provision.
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Actionable Trade Ideas


Top Bullish Real Estate Trade Set-ups…WELL & IRM



Top Bullish Health Care Trade Set-ups…VAR & WAT



Top Bullish Technology Trade Set-ups…MA & AVGO



Top Bullish Materials Trade Set-ups…NEM & FCX



Top Bullish Utilities Trade Set-Ups…CNP & EXC



Top Bullish Staples Trade Set-ups…TAP & MDLZ
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Bullish Real Estate Set-ups…
Welltower (WELL)

Iron Mountain (IRM)

Source: StockCharts.com
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Bullish Health Care Set-ups…
Varian Medical Systems (VAR)

Waters Corp (WAT)

Source: StockCharts.com
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Bullish Technology Set-ups…
Broadcom (AVGO)

MasterCard (MA)

Source: StockCharts.com
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Bullish Materials Set-ups…
Newmont Mining (NEM)

Freeport-McMoRan (FCX)

Source: StockCharts.com
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Bullish Utilities Set-ups…
CenterPoint Energy (CNP)

Exelon (EXC)

Source: StockCharts.com
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Bullish Staples Set-ups…
Mondelez (MDLZ)

Molson Coors (TAP)

Source: StockCharts.com
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Foreign Equity Markets
 Developed
 Canada, Australia, UK, Germany, France, Italy, Spain, and Japan

 Emerging
 China, India, Brazil, Russia, and the Frontier 100
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MSCI Foreign Market Leadership
RS-Momentum Rank

JAN Return

TTM Return

1. India (INDY)

- 1.3%

- 9.8%

2. China (FXI)

+ 10.4%

- 16.1%

3. Frontier 100 (FM)

+ 8.2%

- 16.8%

4. Spain (EWP)

+ 6.9%

- 16.7%

5. Australia (EWA)

+ 7.0%

- 8.3%

6. Italy (EWI)

+ 8.1%

- 19.3%

7. Brazil (EWZ)

+ 18.8%

+ 0.5%

8. Russia (RSX)

+ 13.2%

- 5.0%

9. United Kingdom (EWU)

+ 7.3%

- 11.4%

10. Japan (EWJ)

+ 7.1%

- 12.4%

11. Canada (EWC)

+ 12.9%

- 7.2.0%

12. Germany (EWG)

+ 5.7%

- 21.7%

13. France (EWQ)

+ 6.2%

-13.4%
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Foreign Markets
FTSE All-World (ex-US)
Bearish
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support last month, and
violating a mutli-year trendline ascending off the
2016 lows last January. A new primary downtrend
has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength of emerging markets vs. developed
markets halted its decline in October and has been
attempting a bullish reversal.
 Key Resistance = $50
 Key Support = $47 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $35
Source: StockCharts.com
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Developed Markets
Canada
Bearish
Observations:
 Price recovered 61.8% of its fourth quarter decline,
after closing below key support last month, and
violating a two-year trend line ascending off the
2016 lows last January. A new primary downtrend
has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets halted its
decline in December and has reversed above a multiyear descending trend line.
 Key Resistance = $29
 Key Support = $26 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $17
Source: StockCharts.com
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Developed Markets
Australia
Bearish
Observations:
 Price recovered 61.8% of its fourth quarter decline,
after closing below key support in October, and
violating a two-year trend line ascending off the
2016 lows last January. A new primary downtrend
has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets halted its
decline in 1Q18 and is now challenging a multi-year
descending trend line.
 Key Resistance = $23
 Key Support = $20 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $14
Source: StockCharts.com
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Developed Markets
United Kingdom
Bearish
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support last month, and
violating a two-year trend line ascending off the
2016 lows last July. A new primary downtrend has
been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets halted its
decline last January and has reversed above a multiyear descending trend line.
 Key Resistance = $35
 Key Support = $29 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $25
Source: StockCharts.com
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Developed Markets
Germany
Bearish
Observations:
 Price recovered 38.2% of its fourth quarter decline,
after closing below key support in October,
simultaneously violating a ten-year trend line
ascending off the 2009 lows. A new primary
downtrend has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets collapsed in
2018 and appears poised to challenge its 2012 lows.
 Key Resistance = $29
 Key Support = $25 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $21
Source: StockCharts.com
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Developed Markets
France
Bearish
Observations:
 Price recovered 38.2% of its fourth quarter decline,
after closing below key support in October, and
violating a two-year trend line ascending off the
2016 lows last January. A monthly close below $25
will confirm that a new primary downtrend has been
established.
 Momentum has turned negative and is trending
decidedly down, making a new multi-year low.
 Relative strength vs. developed markets triple
topped in 2018, violating an ascending trend line off
the 2017 low, and has since turned sharply down.
 Key Resistance = $30
 Key Support = $25

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $20
Source: StockCharts.com

February 1, 2019

ALPHA INSIGHTS

54

Developed Markets
Italy
Bearish
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support last May, and
simultaneously violating a two-year trend line
ascending off the 2016 low. A new downtrend has
been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets halted its
decline in August and has been attempting a bullish
reversal.
 Key Resistance = $29
 Key Support = $23

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $21
Source: StockCharts.com

February 1, 2019

ALPHA INSIGHTS

55

Developed Markets
Spain
Bearish
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support last May, and
simultaneously violating a two-year trend line
ascending off the 2016 low. A monthly close below
$26 will confirm that a new downtrend has been
established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets double
bottomed in 2018 and has reversed above a multiyear descending trend line.
 Key Resistance = $31
 Key Support = $26 (Breached)

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $21
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Developed Markets
Japan
Bearish
Observations:
 Price recovered 50% of its fourth quarter decline,
after closing below key support in October,
successfully testing a ten-year ascending trend line
off the 2009 low. A monthly close below $49 will
confirm that a new downtrend has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. developed markets has been
range bound since late 2015 and appears poised to
test the lower boundary of the range for a third time.
 Key Resistance = $56
 Key Support = $49

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $40
Source: StockCharts.com
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Emerging Markets
China
Bearish
Observations:
 Price recovered 33% of its 2018 peak-to-trough
decline, after closing below key support in June, and
violating a two-year trend line ascending off the
2016 lows last April. A monthly close below $38 will
confirm that a new primary downtrend has been
established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. emerging markets has been
range bound since late 2016 and appears poised to
test the lower boundary of the range for a third time.
 Key Resistance = $44
 Key Support = $38

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $26
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Emerging Markets
India
Bearish
Observations:
 Price recovered 50% of its 2018 peak-to-trough
decline, after closing below key support in October,
and violating a two-year trend line ascending off the
2016 lows a month before. A new primary
downtrend has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. emerging markets has been
effectively range bound since late 2014 and appears
poised to test the lower boundary of the range again.
 Key Resistance = $34
 Key Support = $31

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $23
Source: StockCharts.com
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Emerging Markets
Brazil
Bullish
Observations:
 Price recovered over 90% of its 2018 peak-to-trough
decline, and appears to be near completing a multiyear base formation of the inverted “Head &
Shoulders” variety. A monthly close above $49 will
confirm that a new primary uptrend has been
established.
 Momentum, while still slightly negative, halted its
decline in August and has been attempting a bullish
reversal.
 Relative strength vs. emerging markets double
bottomed mid-year and has resumed a previously
stalled bullish reversal, making a new recovery high.
 Key Resistance = $46/49
 Key Support = $30

Conclusions:
 Increase exposure. While a synchronized global bear
market appears to be in force, price action (on both
an absolute and relative basis) along with improving
momentum, suggests that Brazil could prove to be
an oasis within the desert.
Source: StockCharts.com

 Target: $62
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Emerging Markets
Russia
Neutral
Observations:
 Price recovered 50% of its 2018 peak-to-trough
decline, and appears to be near completing a multiyear base formation of the inverted “Head &
Shoulders” variety. A monthly close above $23 will
confirm that a new primary uptrend has been
established.
 Momentum, while still slightly negative, appears to
be flattening out.
 Relative strength vs. emerging markets triple
bottomed over the past 18 months and is attempting
to resume a previously stalled bullish reversal.
 Key Resistance = $23
 Key Support = $18

Conclusions:
 Maintain exposure. While a synchronized global
bear market appears to be in force, price action
alone in Russia suggests the possibility for relative
outperformance at the very least may be at hand.
 Target: N/A
Source: StockCharts.com
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Emerging Markets
Frontier 100
Bearish
Observations:
 Price recovered a mere 23.6% of its 2018 peak-totrough decline, after closing below key support in
June, and simultaneously violating a two-year trend
line ascending off the 2016 lows. A a new primary
downtrend has been established.
 Momentum has turned negative and is trending
decidedly down.
 Relative strength vs. emerging markets has been
range bound since late 2016 and appears poised to
test the lower boundary of the range for a fourth
time (there is no such thing as a quadruple bottom).
 Key Resistance = $29
 Key Support = $25

Conclusions:
 Reduce exposure. A synchronized global bear market
appears to be in force. With price action and
momentum deteriorating, a sustained decline may
be on the horizon for foreign market equities across
the board.
 Target: $20
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Macro Perspectives
 Commodities
 Gold Bullion
 WTI Crude Oil
 MLP Index
 Bitcoin Index
 U.S. Dollar Index
 10-Year Treasury Yield
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Commodity
Reuters/Jeffries CRB Index
Bullish
Observations:
 Price appears to have bottomed in three waves (A-BC) as of late-2015, followed by two small-degree
impulsive advances bifurcated by a three-wave
partial correction. The most recent decline is also a
three-wave partial correction, allowing for a (i)-(ii)-i-ii
wave count. The alternative could be (i) up, followed
by w-x-y (a corrective flat). Both are bullish set-ups.
 Momentum went deeply negative after violating a
multi-year ascending trend line in mid-2018.
 Relative strength vs. the S&P 500 index has been in
decline since mid-2011, but in recent months has
begun to flatten out.
 Key Resistance = 207
 Key Support = 166 (8% Stop-Loss)

Conclusions:
 Increase exposure. We are initiating coverage with a
Bullish opinion based upon improved price action
and expected US dollar weakness. While somewhat
speculative, the positive risk skew (4:1) makes this
trade appear attractive.
Source: StockCharts.com

 Target = 240 (33% upside potential)
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Commodity
Gold Bullion
Bullish
Observations:
 Price posted an encouraging reversal above initial
resistance, penetrating a minor downtrend line off
the early 2018 high. But the established range bound
by last year’s high and low remains in place and will
continue to hold the key to gold’s longer-term
prospects.
 Momentum broke its uptrend and turned down, but
appears now to be in the process of reversing higher.
 Relative strength vs. the other 16 commodities that
make up the CRB index has exploded to the upside
posting a new 3-year high in December.
 Key Resistance = $1371
 Key Support = $1167

Conclusions:
 Increase exposure. Improved price action,
accelerating momentum, and renewed leadership
among its CRB peers make gold a triple threat.
 Target = 1371
Source: StockCharts.com
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Commodity
WTI Crude Oil
Neutral
Observations:
 Price recovered 38.2% of its fourth quarter decline
after violating the ascending trend line established
off the 2016 low, along with initial support at $62 in
late-October, and then closing below key support at
$55 in November. A monthly close back above $55 in
necessary to re-activate the bull case.
 Momentum is deeply negative after double topping
last June and violating the uptrend off the 2015 low.
 Relative strength vs. the other 16 commodities that
make up the CRB index has turned down sharply and
breached a multi-year uptrend.
 Key Resistance = $55
 Key Support = $42

Conclusions:
 Maintain exposure. We downgraded our rating to
Neutral on November 1st anticipating further
weakness in WTI crude, but the dramatic 35% price
decline over the subsequent two months vastly
exceeded our expectations. While we are
maintaining our Neutral rating for now, price must
hold above $42 in order to retain the benefit of the
doubt.

Source: StockCharts.com

 Target = N/A
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Infrastructure
Alerian MLP Index
Neutral
Observations:
 Price has been declining in fits and starts from its
2017 rally high. The breach of the March low in
December resets key support at the 2016 low.
 Momentum, while deeply negative, has been
trending higher since the 2016 low, and may be
poised to challenge the upper boundary of the
contracting structure.
 Relative strength vs. the S&P 500 index has been flat
for the past year following a steep decline since 2014.
 Key Resistance = 294
 Key Support = $232 (Breached)

Conclusions:
 MLPs have experienced an increased correlation to
WTI crude in recent months.
 Maintain exposure. Notwithstanding the potential
for continued price volatility within the recent
consolidation range, we find the high dividend yield
(> 8.0%) to be an attractive feature of the asset class.
 Target = N/A
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Commodity
NYSE Bitcoin Index
Bearish
Observations:
 Price breached key support last June, along with a 3year trendline ascending off the 2015 lows in
November.
 Momentum has collapsed and made a new all-time
monthly low in December.
 Relative Strength: In mid-June of 2018, the SEC
announced that Bitcoin did not meet the definition
of a security, but would be treated as a commodity.
By comparison, the 17 most widely traded
commodities, illustrated by the CRB index, have all
significantly outpaced Bitcoin since December 2017.
 Key Resistance = $6,547
 Key Support = $2,695

Conclusions:
 Reduce exposure. Given the poor price action and
sharp momentum deterioration evident since
December 2017, Bitcoin appears to have unfinished
business to the downside.
 Target: $1,012
Source: StockCharts.com
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Currency
US Dollar Index
Bearish
Observations:
 Price violated the established trend line ascending
off the March low in December, after retracing
61.8% of the decline off the 2017 high, and closed
below key support last month. This increases the
probability that a re-test of the primary uptrend may
now be operative.
 Momentum has remains positive after penetrating a
descending trend line off the 2015 high, and contrary
to expectations continues to advance, defying price
and taking out the 2017 high in the process.
 Key Resistance = 97.50
 Key Support = 95.50 (Breached)

Conclusions:
 Reduce exposure. The breach of support at $95.50
increases the probability that a re-test of the primary
trend line is now in progress.
 Target = 91

Source: StockCharts.com
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Interest Rates
10-Year US Treasury
Neutral
Observations:
 Yield has advanced sharply from its 2016 low, and
penetrated key resistance, only to reverse lower on
heightened fears over economic uncertainty.
 Momentum collapsed in the fourth quarter of last
year and turned negative in December.
 Fed decision to raise rates in December and move to
a data dependent approach on monetary policy has
elevated speculation around when the Fed might
begin cutting rates next.
 Key Resistance = 3.25%
 Key Support = 2.61% (Breached)

Conclusions:
 Maintain exposure. With the 2-year/10-year
Treasury ratio nearing a level that has previously
marked the top for 10-year yields, it is difficult to
become too bearish on bonds long-term.
 Target = N/A

Source: StockCharts.com
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Methodology
 The analysis contained herein utilizes data visualization techniques related to historical monthly and weekly price and
volume statistics for publicly traded securities and popular indexes.
 The analysis employs an evidence-based approach to identify change and to evaluate the sustainability of long-term
price trends for a variety of broad markets, their sub-sectors, and the constituents that comprise their indexes.
 Emphasis has been placed on the use of equal-weight index data to conduct this analysis where ever possible in order to
reduce the influence of more heavily weighted large-cap issues and their ability to skew the results of a given study.
 Relative strength (RS) measures the performance of one or more variables vs. a benchmark. Of all the factors that have
ever been tested, RS has consistently demonstrated the greatest efficacy in terms of its predictive value. Our analysis
considers both the RS factor and its 2nd derivative, the momentum of the RS factor over a specific time period.
 Observations are objective, based upon the body of knowledge that comprises the subject of technical analysis as
defined by the CMT Association, but conclusions are subjective and are based upon the judgement and experience of
this analyst.
 Ratings reflect this analyst’s opinion: Bullish / Bearish / Neutral correspond to Overweight / Underweight / Market
Weight. A Bullish rating indicates that the data support further improvement. A Bearish rating indicates that the data
support further deterioration. A Neutral rating indicates that the data is currently inconclusive.
 The use of plain language where possible has been given preference over industry jargon in order to simplify the
explanation and interpretation of this analysis. A glossary of terms specific to the discipline of technical analysis can be
found at: https://stockcharts.com/school/doku.php?id=chart_school:glossary_a
 Some readers may be unfamiliar with the use of “Relative Rotation Graphs.” A detailed discussion of this subject can be
found at: https://stockcharts.com/school/doku.php?id=chart_school:chart_analysis:rrg_charts
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Analyst Bio
 Jeffrey W. Huge, CMT has 29 years of investment industry experience across global equity and debt capital markets. He is
Managing Partner and Chief Investment Officer at JWH Investment Partners, a family office and proprietary trading firm.
 Prior to launching JWH Investment Partners, Huge worked at The Leuthold Group and Leuthold Management, where he
co-managed a global macro hedge fund along-side respected contrarian-value investor Steve Leuthold.
 Previously, he held senior level positions in institutional sales, trading, and portfolio management at several investment
banks including Oppenheimer, Citigroup, and Merrill Lynch, where he specialized in equity markets, technical analysis,
and global macro strategy.
 Huge earned his MBA in Finance from the University of St. Thomas, and holds a Bachelor’s degree in Economics from the
University of Minnesota. He completed advanced training in portfolio management under the instruction of Emanuel
Derman at Columbia University’s Center for Financial Engineering.
 Huge is a Chartered Market Technician, and has been a member of the CMT Association since 2005.
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Disclaimer
 Copyright 2019 JWH Investment Partners (JWH). JWH, the publisher, is not a registered investment advisor. This
document is not intended for public use or distribution.
 This report expresses the opinions and views of the author as of the date indicated and are based on the author's
interpretation of the concepts therein, and may be subject to change without notice. JWH has no duty or obligation to
update the information contained herein. Further, JWH makes no representation, and it should not be assumed, that
past investment performance is an indication of future results. Moreover, wherever there is the potential for profit there
is also the possibility of loss. The information provided in this report is based on technical analysis. Technical analysis is
generally based on the study of price movement, volume, sentiment, and trading flows in an attempt to identify and
project price trends. Technical analysis does not consider the fundamentals of the underlying corporate issuer. The
investments discussed or recommended in this report may not be suitable for all investors. This memorandum is being
made available for educational purposes only and should not be used for any other purpose. The information contained
herein does not constitute and should not be construed as representation or solicitation for the purchase or sale of any
security or related financial instruments in any jurisdiction. Certain information contained herein concerning economic
trends, fundamentals, technical analysis, and performance is based on or derived from information provided by
independent third-party sources.
 Readers should conduct their own review and exercise judgment prior to investing. Investments are not guaranteed,
involve risk and may result in a loss of principal. Past performance does not guarantee future results. Investments are
not suitable for all types of investors. JWH believes that the sources from which such information has been obtained are
reliable; however, it cannot guarantee the accuracy of such information and has not independently verified the accuracy
or completeness of such information or the assumptions on which such information is based. From time to time the
publisher, his associates or members of his family may have a position in the securities mentioned in this report. This
report, including the information contained herein, has been prepared exclusively for the use of JWH clients, and may
not be copied, reproduced, redistributed, republished, or posted in whole or in part, in any form without the prior
written consent of JWH Investment Partners.
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