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THE BULL MARKET CONTINUES ITS WAITING GAME. 
THE LONG TERM TREND REMAINS STRONGLY UP. 

 
This is a frustrating time for both bulls and 
bears.  The S&P 500’s “trading range 
market” is now well into its third month.   In 
Toronto the S&P/TSX Composite Index’s 
sideways action is now in month five.  The 
Market Comment’s view is that such 
prolonged trading ranges are no surprise, 
coming on the back of an extended advance 
that started in early 2016.   After major 
gains the markets needed either (a) a 
significant across-the-board correction of 5-
10% or (b) a rotational correction that took 
time but did only modest price damage.   To 
date, the markets have chosen the second 
option.   
 
The S&P 500 is making tentative 
explorations above 2,400.  But, to date, 
there is no follow-through or sustained 
breakout.  The S&P 500 remains near the 
top of its trading range and has traced out 
an “M” pattern.  This might possibly be a 
sign of a “double-top” but equally it could be 
an indicator of growing strength prior to a 
breakout upwards (as the NASDAQ has done 
recently).  The S&P 500 shows a negative 
divergence in internal momentum and the 
number of stocks making new 52-week highs 
has dropped dramatically.  The daily NYSE 
advance/decline is flattening out and the 
common stock-only version has pulled back 
even as new S&P 500 highs are achieved.   
But despite some internal weaknesses, 
selling pressure remains muted, with the 
S&P 500 staying mostly above its 50-day 
Moving Average. 
  
While a period of horizontal trading may not 
be overly surprising, the important question 
is where are the markets likely to go next?  
There are three possible paths.  First, the 
S&P 500’s trading range could continue.  It 
is a large band of over 80 points so there is 
ample room for considerable movement 
while remaining within the trading range.  
Second, the trading range could give way to 
a strong upside breakout.  This would be a 
continuation of Leg-5 of the bull market that 
started at the February 2016 low.  The 
percentage of NYSE stocks above their 

respective 50-day Moving Averages 
fluctuated in March from a high of 72% to a 
low of 45% and has recovered slightly since 
then.  This indicates that many stocks have 
had their own corrections within the trading 
range period.  Are they now ready to resume 
their respective up trends?  The S&P 500’s 
major bull market indicators – a rising 200-
day Moving Average and intact major trend 
lines on both daily and weekly charts – still 
give a resolutely bullish longer-term picture.  
     
The third possibility is that the lower end of 
the trading range could be violated.  If this 
happens, a trip down to the S&P 500’s 200-
day Moving Average (currently at 2,250) is 
likely, which would be a ±6% pullback.  This 
would be the healthy correction needed after 
the long sixteen-month Phase 1 advance.   
This remains our preferred forecast. 
 
Toronto’s S&P/TSX Composite Index 
continues to fluctuate on either side of the 
15,500 level.  Banks and Energy stocks 
remain weak.  The floor of Toronto’s trading 
range is about 15,250 and the 200-day 
Moving Average is moving up towards that 
level.  The S&P/TSX Composite Index is at 
the bottom of its upwardly sloping trend 
channel, so if New York breaks convincingly 
out to the upside, Toronto has considerable 
scope to move higher as well.      
 
In sum, the bull market remains in 
good shape but the S&P 500 needs a 
strong and sustained move above 
2,400 to resume the major uptrend.      
 
Given the continuing near-term 
possibility of a decline downward 
from the trading range, stops should 
be set to align with risk tolerance.  
The bottom line is that Leg-5 still 
has considerable upside potential 
and any corrective period will be 
followed by more new all-time 
highs.     
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S&P 500 

 
 

For the last three weeks the S&P 500 has 
traded in a tight 25 point band mostly just 
under the 2,400 level.  Internal momentum 
continued to decline and this weakness 
meant it was little surprise that the marginal 
new intra-day high last week was 
immediately met by a mini sell-off.   
 
The S&P 500 remains (a) in the middle of its 
major trend channel dating from the 
February 2016 low, (b) on the upper side of 
its three-month trading range and (c) above 

its flattening 50-day Moving Average.  
Support levels remain first at 2,320, then at 
2,300, and finally at 2,250. 
 
While a sustained breakout above 
2,400 remains tantalizingly close, 
the S&P 500 still carries the risk of a 
drop below its recent trading range 
and towards its 200-day Moving 
Average.   
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The S&P/TSX Composite Index has spent the 
last five weeks trading predominately in a 
narrow band around 15,500.  This action has 
now brought the Toronto market close to 
support offered by the lower trend line of its 
major rising trend channel of the past year.  
Internal momentum and overbought/ 
oversold status are neutral. 
 
Upside resistance exists initially at 15,800 
with further resistance at the all-time high of 
15,943.  Support exists around 15,500 and 

then at the lower band of the trading range 
around 15,250.  The rising 200-day Moving 
Average is at 15,160 and is rapidly 
approaching this support zone. 
 
The immediate bull/bear battleground 
is the 15,250 to 15,800 zone.  Any 
significant move either side of this 
zone will indicate Toronto’s 
intentions. 
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