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THE BULLS REMAIN IN COMPLETE CONTROL IN NEW YORK. 
TORONTO HAS RESUMED ITS BULL MARKET. 

 

The best sign of a powerful market trend is 
that it keeps repeating itself.  New York’s 
“bull-dozer” market is crushing the 
opposition.  The leading participants – the 
S&P 500, Dow Industrials and the NASDAQ – 
continue to make new all-time highs week 
after week.  But recently three further 
building blocks for the bull market came to 
the fore.  The NYSE Composite, an indicator 
of broad participation, broke out to a new 
high.  The Russell 2000, a smaller-cap 
indicator, did the same.  The Dow Transports 
made a new all-time high also.  The Dow 
Industrials and Transports are now once 
again in synch, confirming – as if there was 
not enough evidence already– that the 
primary trend remains firmly up. 
   
September, often a hazardous month for 
investors, ended up being very strong for the 
markets.  From its mid-August low the S&P 
500 marched relentlessly upwards, adding on 
just over 100 points.  The pattern of higher 
high and higher lows persists, there is broad 
participation from stocks and healthy sector 
rotation continues.  Potential cyclical 
weakness was easily brushed aside and 
selling forces were unable to put more than 
two consecutive days together over the past 
six weeks.   
 
Through all of this impressive performance 
New York remains only modestly overbought.  
The percentage of NYSE stocks trading over 
their respective 50-day Moving Averages was 
68.0% last week, a healthy but not excessive 
figure.  The S&P 500’s recent advance has 
been at a steady and gradual pace, with few 
excesses and no signs of “irrational 
exuberance.”  Indeed, the Investors 
Intelligence Survey of investment advisers 
has only seen a 6% increase in its percentage 
of bulls since mid-August, despite the 
market’s strong rally.  
 
The markets are giving investors a lot to be 
confident about.  But is there a risk of over-
confidence?  The twenty one-month rally in 
New York is “stretching”, but as we have 
detailed in recent Market Comments the 
technical underpinnings of the bull 

market remain very strong.  October sees 
the maturity of two important cycles, the 70-
day and the 105-day, and there is some 
overhead resistance facing the S&P 500 so we 
may see some slowing down of the advance 
in the next few weeks.  Downside risk 
remains a modest 3-5% and we see no signs 
of any major market collapse.    
 
Toronto’s news is even better.  We have 
been tracking the gradual turnaround in the 
S&P/TSX Composite Index through the 
summer.  The successful test of the critical 
14,900 level was followed by a rampant 
September explosion to the upside, with a 
gain of over 700 points.  Some of the big 
Banks have joined the Energy sector in 
pushing upwards.  One by one the potential 
upside obstacles in the S&P/TSX Composite 
Index are being knocked over – the 
downward trend line, resistance zones, and 
the 50-day and 200-day Moving Averages.   
After the strength of the last few weeks the 
S&P/TSX Composite Index is overbought and 
vulnerable to a pullback, but the important 
point is that despite the sceptics – and there 
are quite a few – Toronto has turned the 
corner and is not going to relinquish all 
its recent gains.  The bull market is back in 
Toronto and it is only a matter of time before 
new all-time highs are achieved.   
 
In sum, it’s steady as we go for the 
bull market.  Toronto’s renewed 
strength is a further sign of how 
comprehensive the overall bullish 
impulse is in international markets.  
At some point during the last three 
months of 2017 more determined 
selling pressure may emerge, but we 
fully expect the bull market to easily 
defend itself and continue its upward 
track. 
 
Our view remains the same: any 
market weakness is an opportunity 
to invest in strong sectors and 
stocks.   
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S&P 500 

 
 

In September, the S&P 500 broke through the 
2,500 level, pulled back to re-test support in the 
high 2,400’s and then moved to yet another 
new all-time high.  At the end of last week the 
S&P 500 was getting ever closer to the upper 
boundary line of its trend channel near 2,550.  
This is a potential area of hesitancy or 
resistance to further progress, at least in the 
short term. 
 
The current rally of the S&P 500 is now six 
weeks old.  The Index is slightly overbought, 
but internal momentum remains in good shape.  
Support can be seen around 2,490 and then at 

2,475, the location of the rising 50-day Moving 
Average.  As we noted last time, until the 
relationship between the S&P 500 and its 50-
day Moving Average changes, then it’s full 
steam ahead for the bulls. 
 
The rising trend channel continues to 
define the S&P 500’s major advances 
and minor pullbacks.  After a 100 point 
gain and approaching some overhead 
resistance, a reduction in the pace of 
the S&P 500’s advance may occur. 
    

 
S&P/TSX Composite Index 

 
 

We noted in our previous Market Comment that 
the S&P/TSX Composite Index was building a 
base in the low- to mid-15,000s (dashed line) 
and our expectation was that this healthy 
development would continue for a period of time 
to prepare for the next up leg.  But the Toronto 
market decided that enough base building was 
done; that it was time to push higher and 
moved decidedly above the down-trend line 
(solid line). 
 
Much has been achieved in the past three 
weeks.  The S&P/TSX Composite Index has 
broken the back of its six-month correction.  
This correction now looks like a major 
completed pullback that is part of a larger 
bullish move that started in early 2016.  If so, 
the next up leg will be a powerful and extended 
move to the upside. 

 
The S&P/TSX Composite Index is overbought 
and the 15,600 to 15,800 zone is an area of 
overhead resistance that must be overcome.  
October historically can be a challenging month 
for the Toronto market.  Some hesitancy or a 
pullback from current levels is expected.  The 
50-day Moving Average is turning upwards and 
this should provide support on any pullback. 
 
We finally have lift-off in Toronto.  The 
recent near-vertical move obviously is 
not sustainable and a minor pullback 
would be very healthy.  But the 
S&P/TSX Composite Index is now 
getting in position to move well into 
the 16,000s in the coming months.  
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Dow Industrials 

 
 

The Dow Industrials continues to present a very 
bullish picture and the re-emergence of strength 
in the Dow Transports further supports the 
major up trend.  The most important feature of 
the Dow Industrials’ advance of the past few 
months is the support which has been offered to 
the Index by its rising 50-day Moving Average.  
Until such time that Moving Average is 
conclusively violated to the downside and the 
Moving Average turns downwards, the advance 
remains intact. 
 
Internal momentum is starting to slow and with 
the Dow Industrials modestly overbought a 
pullback could occur at any time.  The 23,000 
area is a potential area of overhead resistance 

since it is the area where the rising trend line 
joining recent tops is located.  Initial support is 
provided by the 50-day Moving Average at 
22,000 and there is a further support zone in 
the 21,300 to 21,600 area.  The lower level of 
this support zone projects to about a 5% 
downside risk.   
 
The Dow Industrials may hesitate and 
pullback from current or slightly 
higher levels.  But the underlying 
bullish impulse, and the price pattern 
of higher highs and higher lows, 
remains very strong.   

 
FTSE 

 
 

After making a new all-time high near 7,600 in 
early June, the FTSE corrected by 5% over a 
three months period to just about 7200, where 
it reached an oversold status in mid-September 
and has risen strongly since. 
 
The pullback looks like a healthy A-B-C (down-
up-down) correction and the September low at 
7,197 appears to be a significant one.  This will 
be confirmed if and when the FTSE makes a 
sustained move above 7,461.  If this is achieved 
it will bring an end to the pattern of lower highs 

and lower lows of the corrective period.  After 
that the next upside target is the overhead 
resistance zone of 7,550/7,560.  Exceeding this 
resistance area will turn the 50-day Moving 
Average up and then bring the FTSE easily 
within reach of its previous all-time high. 
 
The FTSE has had a healthy pullback.  
Provided 7,200 holds, it is likely that 
the FTSE is in the early stage of a new 
upside advance.   
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