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technical analysis – big picture weekly  
 

Weekly US Equity/Bond ratio: high volatility here 

but the trend remains bullish for stocks on a relative 

basis. Momentum still above zero. Keep OW stocks. 

Weekly EU Equity/Bond ratio: major swings in 

this ratio however the trend has not changed. Keep 

UW stocks and OW bonds on a relative basis here. 

  

S&P 500 vs US 10-year Breakeven rate: multi-

year new lows in breakeven rates. In the past the FED 

seems to “defend” certain levels. Not anymore, it seems   

HYG/LQD ratio vs S&P 500: the message from 

HYG was loud and clear chart-wise. Now it seems the 

stock market is paying attention… 

  

S&P 500 Divi Aristocrats/S&P 500: investors 

passion for hi-divi stocks remain strong. Our ratio 

trends higher and it is hitting multi-month new highs. 

S&P 500 Hi-Lo Beta ratio: weakness seen first in 

our weekly ratio now fully reflected in the MACD 

momentum on ratio. Keep UW Hi-Beta stocks.  
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MSCI Brazil (USD): multi-year bearish breakdown in 

prices and RS vs MSCI World. Keep UW, sell on 

rallies. Possible target 1300 (Q4 2008 relative low). 

MSCI LATAM (USD): it is not only Brazil in 

(technical) m/t trouble. The overall area shares the 

same pattern. Keep UW, sell on rallies. 

 

 

 
MSCI EM Eastern Europe (USD): multi-year bearish 

breakdowns in prices and RS vs MSCI World Index. All 

area remains under untold pressure. Keep UW.    

MSCI Russia (USD): this is the worst BRIC country 

and it s pace to the downside is accelerating in both 

absolute and relative terms. We keep our UW rating.  

  

Commodities vs S&P 500: in spite of recent 

weakness in equities, this total return ratio is now well 

below 1999-2000 lows. Entering unchartered area. 

EURO: vertical plunge for EUR hitting all our targets. 

On our weekly chart we can see the next support to be 

1.20. W_MACD bottoming but not in Up mode yet. 
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Information about technical analysis 

This trading idea is based upon technical analysis, which involves the study of historical price and volume trading patterns and the potential direction of future 

trading based upon such information. There is no direct or implied guarantee of any particular outcome. This analysis is different from fundamental analysis and 

the conclusions reached may differ. Technical research does not represent a rating or coverage of any discussed issuer(s). Our daily charts for European and U.S. 

equities try to highlight in a quick and easy way information about the trend, the relative performance against its benchmark, price momentum and 

accumulation/distribution using volume. Our conviction is clearly a function of these elements and of the time frame used.  

To determine the trend we use the classic combination of two moving averages based on a 50 and 200 day length. The trend of the stock will move above 

and below these moving averages and we will look for buy (sell) ideas when price will be above (below) both of them or during mild pullbacks affecting only the 

50-day moving averages. 

Given two or more signals on stocks in uptrend we use the relative strength versus its benchmark (usually the Eurostoxx 600 for European names and the S&P 

500 for U.S. names) to discriminate which one offers the best opportunity for a given signal. Again we like stocks in uptrend with a bullish relative strength as buy 

candidates. 

Momentum (we use the classic MACD Moving Average Convergence Divergence Indicator) tells us where we are in the current phase of the trend. The MACD 

indicator represents the difference between two moving averages of 12 and 26 days. If this indicator is widening, it confirms the trend in prices is healthy and 

accelerating. A possible indication to reduce exposure in a stock that is in uptrend and outperforming is provided either by a short-term trend reversal toward the 

zero line of this indicator or by a negative divergence between prices and the MACD indicator. New highs in price that are not confirmed by new highs in the 

MACD, are leading indications that the pace of the trend is slowing down and a possible reversal is in the offing. 

Finally we consider volume in our work in two forms: raw volume represented by a vertical histogram (red for negative trading sessions, blue for positive ones) 

and the OBV indicator. Raw volume can indicate the underlying structure of buying and selling in the short -term: we like higher price on higher volume and lower 

prices on lower volume, indicating a positive feedback in investors’ mentality. Spikes in volume are usually associated with climaxes and a short-term reversal is 

usually the norm. The OBV indicator tries to help to answer the question whether the stock is under accumulation or distribution. The OBV indicator follows prices 

95% of the time: we add (subtract) the volume of the day if the close is positive (or negative) to a running total. A stock that has been for 2-3 months in a tight 

trading range with an OBV indicator that is breaking higher (lower) provides a leading indication of accumulation (dis tribution) and helps the investor/trader to 

be prepare ahead of the breakout in prices. 

Information about technical ratings 

Aviate Global’s technical rating system has seven categories to differentiate short-, medium-, and long-term time horizons. If there is no rating listed for a stock, 

Aviate Global is neutral and has no opinion on the stock. 

Speculative Buy: A short-term buying opportunity lasting up to one month with projected upside of 10% or more.  

Buy: A medium-term buying opportunity lasting up to six months with projected upside of 25% or more.  

Strong Buy: A long-term buying opportunity lasting more than one year with return potential of 50% or more.  

Sell Short: A short-term selling opportunity lasting up to one month with projected downside of 10% or more.   

Take Profit: Immediate closing out of existing position at a profit.  

Sell/Reduce: Used for a stock with a deteriorating long-term technical outlook that is expected to have a very limited or negative return over the medium to long 

term.  

Stop Loss: Immediate closing out of existing position at a loss.  

Aviate Global’s technical ratings use specific return targets; returns are not guaranteed and are used for illustrative purposes only. Chart sources: Bloomberg, 

TradeStation and Aviate Global LLP. 

This note is circulated to you as a client of Aviate Global LLP. Please note that the views contained within may have been disclosed earlier today to some clients via Bloomberg. If you 

would like to receive our earlier Bloomberg message, please contact Paul Moran on +44 20 7233 3218. Aviate Global (US) LLP generates high conviction trading and investment ideas 

for its clients. It does not carry out any proprietary trading or corporate advisory activities. Aviate Global’s publications are for the sole benefit of its clients. Unauthorised copying or 

distribution is prohibited. Aviate Global (US) LLP is authorised and regulated by the Financial Services Authority and is a member of the London Stock Exchange. Registered in England and 

Wales No. OC324323. 

NOTICE TO U.S. INVESTORS  

This report is issued and approved for distribution in the United Kingdom by Aviate Global (US) LLP. Aviate Global (US) LLP is authorised and regulated by the United Kingdom Financial 

Conduct Authority (FCA authorisation number 465131). This report has been prepared by Aviate Global (US) LLP solely for the purpose of supplying information to the clients of Aviate 

Global (US) LLP and/or its affiliate(s) to whom it is distributed. This report is not, and should not be construed as, a recommendation, solicitation or offer to buy or sell any securities or 

related financial products. This report does not constitute investment advice, does not constitute a personal recommendation and has been prepared without regard to the individual 

financial circumstances, needs or objectives of persons who receive it. This report has not been prepared, reviewed or approved by Aviate Global (US) LLP, Aviate Global (US) LLP’s 

affiliated U.S.-registered broker-dealer and a member of FINRA. This report is intended to be distributed by Aviate Global (US) LLP in the United States solely to “major U.S. institutional 

investors” as defined by Rule 15a-6 of the Securities Exchange Act of 1934, as amended. For the avoidance of doubt, this report is not intended for individual or non-institutional investors 

and should not be distributed to any such individual or entity. Interested “major U.S. institutional investors” should contact Aviate Global, (US) LLP, our U.S. registered broker-dealer 

affiliate, or another U.S.-registered broker-dealer, to effect transactions in the securities that are the subject of this report. Aviate Global (US) LLP also is registered as an Introducing Broker 

with the National Futures Association (NFA ID 0439324). Aviate Global (US) LLP does not deal with or for U.S. persons that do not meet the definition of an Eligible Contract Participant 

(as defined in the U.S. Commodity Exchange Act). 


