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Chart Pack
This week we look at a series of charts to help us take the pulse of the market and
see what has/has not been working:








Equity Market YTD Returns (%)
S&P/TSX Comp
S&P 500

The S&P/TSX’s momentum continues to fade following a sharp v-shaped
recovery YTD. The bearish divergence and MACD crossing below the center
line opens up further weakness in the months ahead. We look for the next
leg of support coming in around the 200-day moving average at 15,70015,800 level.
The S&P 500 is also losing momentum and volume is supporting the move
lower. The S&P 500’s sharp fall brings the market swiftly back to a pivotal
price and “neckline” support at 2,806. With Wednesday’s move, we have
confirmed the completion of the head & shoulders top pattern as we look for
support at the 200-day MA, and then more meaningfully at the 38.2%
retracement of the entire 2018/19 uptrend at 2,720.
The iShares MSCI World Developed ETF has completed a head & shoulders
pattern, confirming a broad-based move lower in developed equity markets.
We look for the first level of support to come in around the 38.2%
retracement of the entire 2018/19 uptrend at $85.59.
Within the Canadian defensive sectors, utilities have moved into a leadership
position thanks to the collapse in long-term yields (the Canada government
10-year yield slipped 79 bps in 12 months to 1.56%). The sector recorded a
new 52-week high both on an absolute and relative basis taking out
overhead resistance along the way. Consumer staples have continued to
move from strength to strength with the recent pullback providing buying
opportunities.
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S&P/TSX Retracing YTD Gains
The S&P/TSX’s momentum continues to fade following a sharp v-shaped recovery YTD. The bearish divergence and MACD crossing below the center line opens up
further weakness in the months ahead. We look for the next leg of support coming in around the 200-day moving average at 15,700-15,800 level.
S&P/TSX Setting up for a Leg Lower

Source: Stockcharts.com, Raymond James Ltd.
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S&P 500 Retracing YTD Gains
The S&P 500 is also losing momentum and volume is supporting the move lower. The S&P 500’s sharp fall brings the market swiftly back to a pivotal price and
“neckline” support at 2,806. With Wednesday’s move, we have confirmed the completion of the head & shoulders top pattern as we look for support at the 200-day
MA, and then more meaningfully at the 38.2% retracement of the entire 2018/19 uptrend at 2,720.
S&P 500 2,720 Next Leg of Support

Source: Stockcharts.com, Raymond James Ltd.
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Maple Leaf or Stars and Stripes
May has been a good month for Canada relative to the US. With the ratio now hovering above the 200-day and 50-day MA, the prospects for the S&P/TSX relative to
the S&P 500 are looking more positive. However, with recession fears more acute within the Canadian market, the S&P/TSX could see a quick reversal in fortunes.
S&P/TSX vs S&P 500: Will 2019 Mirror 2016?

Source: Stockcharts.com, Raymond James Ltd.
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Cyclical Sectors Working In Canada
Within the Canadian cyclical sectors, information technology (IT) continues to lead the pack making new 52-week highs both on an absolute and relative basis. While
not as strong a move, industrials are not far behind IT also making new 52-week highs on both measures.
Information Technology A Leader By Far…

Source: Stockcharts.com, Raymond James Ltd.

… Industrials Not That Far Behind
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Defensive Sectors Working in Canada
Within the Canadian defensive sectors, utilities have moved into a leadership position thanks to the collapse in long-term yields (the Canada government 10-year yield
slipped 79 bps in 12 months to 1.56%). The sector recorded a new 52-week high both on an absolute and relative basis taking out overhead resistance along the way.
Consumer staples have continued to move from strength to strength with the recent pullback providing buying opportunities.
Utilities Rip While Bond Yields Dip…

Source: Stockcharts.com, Raymond James Ltd.

Consumer Staples Buy the Dip…
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Oil Bounce under Question
Oil prices took out support at the 200-day MA, but managed to find support at the 38.2% retracement of the entire 2018/19 uptrend at US$57.33/bbl. US inventory
data paints a bearish picture for WTI as total petroleum inventories exceeded the seasonal average by almost 30 million barrels. However, geopolitical factors appear to
be offesting the bearish prints. Nonetheless, the slope of the 200-day MA remains negative, suggesting the trend points to further weakness.
WTI Finding Support

Source: Stockcharts.com, Raymond James Ltd.
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Loonie Looking More Like a Lame Duck
The Loonie has bumped up against the downward channel resistance and continues to trade below its 200-day MA. With the US-Canada interest rate differential
widening and weakening domestic data, the bias remains to the downside. Our FX desk is looking for a lower bound target of $0.735 in H1/19 and $0.725 in H2/19.
Loonie Losing Altitude

Source: Stockcharts.com, Raymond James Ltd.
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Fixed Income: Two Roads Diverge in the Woods
Despite equity markets ripping higher this year, global bond yields have fallen aggressively across the curve. In fact, the Canadian yield curve has inverted all the way
out to 15 years. The steep drop in yields is signalling that economic conditions are slowing greater than policy makers are anticipating.
Yield Curve Inversion

Source: Factset, Raymond James Ltd.
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Fixed Income: High Yield
High-yield bonds often behave very similar to equity prices, as such we’re witnessing a reversal in performance. High-yield has underperformed investment grade bonds
amid greater risk aversion in the market place. In fact, high-yield has almost given up all the 2018/19 gains.
US High Yield vs Corporate Bonds

Source: Stockcharts.com, Raymond James Ltd.
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Gold Moving on Up
Despite the risk-off environment, bullion prices have failed to respond. The commodity is in the process of forming a triangle pattern, with a potential breakout that can
be in any direction but is upward 53% of the time. Given the 200-day MA slope has ticked higher, the broader trend may suggest a break higher is in the cards.
Bullion Poised to Move Higher

Source: Stockcharts.com, Raymond James Ltd.
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Copper Breaking Down
Dr. Copper took out overhead resistance in February thanks to central bank’s dovish pivot and the reflationary trade. However, the basic material completely reversed
the breakout and looks set to test the 2018 lows.
Copper did not Hold the Line

Source: Stockcharts.com, Raymond James Ltd.
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Dollar Index Hanging in Here
The US dollar index (DXY) has held up remarkably well considering the market went from pricing in at least two Fed rate hikes in 2019 to now pricing in no hikes. In a
world where over $10 trillion in bonds trade with sub-zero yields, the allure of safe-haven dollars and positive US government bond yields is too hard to resist.
Continued strength in the DXY would suggest a continuation in risk-aversion. We look for a break below 96-95 levels to suggest a greater willingness of investors to
assume risk.
US Dollar Index: Trade Higher YTD

Source: Stockcharts.com, Raymond James Ltd.
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Around the World in 30 Seconds: iShare MSCI World ETF Head & Shoulders
The iShares MSCI World Developed ETF has completed a head & shoulders pattern, confirming a broad-based move lower in developed equity markets. We look for the
first level of support to come in around the 38.2% retracement of the entire 2018/19 uptrend at $85.59.
iShare MSCI World Breaking the Neckline

Source: Stockcharts.com, Raymond James Ltd.
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Around the World in 30 Seconds: Year of the Pig Brings Better Fortunes
Despite the escalation in the US-China trade war, China A-shares have managed to consolidate at the 50% retracement of the entire 2018/19 uptrend. Price
momentum, as indicated by the MACD, is improving as the index looks set to attempt to close the April/May gap.
The Year of the Pig Bring Good Fortunes for the Shanghai Exchange

Source: Stockcharts.com, Raymond James Ltd.
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Around the World in 30 Seconds - Japan
The Nikkei relative to the iShares MSCI World (ex US) has struggled YTD, but has broadly performed in line with other major indices. Viewing the Japanese market
relative to the total world ETF reveals a more significant underperformance due to the strength exhibited by the US equity market YTD.
Japanese: Nikkei Broadly In Line with other Markets…

Source: Stockcharts.com, Raymond James Ltd.

…except when including the US
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Around the World in 30 Seconds - Europe
Despite a continued surge in support for populist parties in European parliamentary elections, the economic impact has been limited as moderate parties cling to a
fragile majority. European equities have shown relative strength compared to the iShares MSCI All World ETF (Ex US) and World ETF.
Europe vs World (ex US)

Source: Stockcharts.com, Raymond James Ltd.

Europe vs World
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Around the World in 30 Seconds – Emerging Markets
Emerging markets (EMs) relative to the iShares MSCI World (ex US) and World ETF has retraced all its gains for the Q4/18. The ratio is now oversold, similar to the
situation observed in October 2018.
Emerging Markets vs World (ex US)

Source: Stockcharts.com, Raymond James Ltd.

Emerging Markets vs World
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