
 

Andy Dodd  - MSTA - +44 20 7031 4651 – 1st March 2015     Twitter @doddsycharts 

Weekly Technical Overview   

 

Louis Capital Markets 

130 Wood Street  •  4th Floor  •  London  •  EC2V 6DL  •  +44 (0) 207 936 1700 

 Disclaimer regarding the content of this report appears on last page.  1 

S&P 500 Long-Term 
 
In my last overview I said that the long-term uptrend remained intact despite a couple of bearish signals and that 
the trend must be respected whilst that remains the case.  

 
The future had closed near the monthly lows the previous month to leave another bearish candle but rallied off that 

uptrend to close at another new monthly high in Fridays’ session.  

 
Note also MACD and RSI are almost crossing down on this chart but have not as yet and I have circled the last 

time that these both happened with the ensuing move lower only too clear to see.  
 

For the time being the longer-term uptrend remains intact and must still be respected but one must 
be aware of the increasingly bearish signals creeping in. 

 

S&P Cash Monthly Chart 
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S&P Cash Weekly Chart 
 
As with the monthly chart the uptrend remains intact here and the index has rallied nicely off that and the key 

support at 1985 which I had previously suggested as a good long level. 

 
Note however that the candles over the last three weeks have been getting increasingly smaller showing a 

slowdown in upward momentum and there is still some bearish RSI divergence on this chart, which has remained a 
factor now for many months. 

 

The index is also heading towards its upper Bollinger Band which has historically been a good indication that the 
move higher is becoming stretched in the medium-term, although is not a sell signal in its own right, and the 

uptrend is now about 4% below current levels. 
 

For the time being there are no major reversal patterns and the trend must be respected but, as I said 
in last weeks’ note, I would still be looking to buy some downside protection into rallies as a result of 

these factors. Louis Capital have a very active options department who would be happy to suggest such strategies 

should you be interested. 
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S&P Cash Daily Chart 

 
The 1985 level also applied on this chart and again coincided with the uptrend and 38.2% Fib retracement level of 

the rally from the October lows. 
 

After rallying to new highs in the final session of the previous week on the Greek news the index was unable to add 

to those gains in a rather lackluster week and came off 27 basis points over the last five sessions. Note that in my 
daily futures note I was stopped out of the balance of my long and reversed to a short in Fridays’ note as a short-

term trade (see below). 
 

Also I am worried that only 12% of the index constituents made new 4 week highs last week and the number of 

stock trading above their 50 day moving average is starting to turn lower, coming down from above 80% to around 
70% last week. This may be a further signal that the move higher is unsustainable in the medium-term. 

 
RSI has so far failed to get into ‘overbought’ territory, which I would expect to happen in a strong uptrend, and the 

price action left a small but bearish Hanging Man candle in Thursdays’ session. On the basis of this chart one would 
still have to be long here with the trend but that trend now sits some 4 % below current levels and a pullback 

towards that trend seems the most likely scenario short-term. 

 

 
 

 



 
 

Louis Capital Markets 

130 Wood Street  •  4th Floor  •  London  •  EC2V 6DL  •  +44 (0) 207 936 1700 4 

S&P Future Daily Chart (ES1 Trading View) 
 
In Thursdays’ daily trading note I raised the stop on the balance of my long from 1985 to a break below the 

2108.75 level on the 120 min chart as this would confirm a short-term bearish top pattern. 

 
The stop was triggered the same day, also negating the short-term uptrend, and I suggested reversing to a short in 

Fridays’ note as a result of that pattern and the bearish Hanging Man left on this daily chart. Fridays saw the future 
test 2108.75 as a resistance before drifting off into the close and there is now a very short-term downtrend intact 

on both the 120 min and daily chart. 

 
That 120 min chart has shown bearish RSI divergence for a number of days now and MACD moved below its zero 

line a couple of sessions ago having crossed down at the start of last week. As a short-term trade I am happy to 
remain short here but would expect some support should the future tested the 2088.75 support next week. 
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Russell 2000 (Cash) 

 
Monthly Chart 
 
Longer-term charts are still showing bearish signals from MACD and RSI which has remained the case over the last 
5 months or so as the index traded in its sideways channel above the 1082.72 support. 

 

I have circled in red the last time such signals coincided and, the resulting price action is only to clear to see, but 
the index managed to close at a new monthly high in Fridays’ session. I’m still not getting over-excited about this 

rally, especially following the three Bearish Engulfing candles over the last 11 months and the rally has now run into 
a resistance area at the underside of the previous uptrend. 
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Weekly Chart 

 
The weekly also shows the break above the 1213 level which was the top end of the sideways channel in which in 

the index had been trading since July 2014. There are no obvious reversal signals as yet but notice how the candles 
have been getting ever smaller over the last four weeks which I see as an indication of slowing momentum. 

 

As with the monthly chart the index is also about to run into a resistance area at the underside of the previous 
uptrend and is once again approaching its upper Bollinger Band (shown in red). I have a feeling that this ‘breakout’ 

may turn out to be a bull-trap due to the recent candles and the daily chart is also showing some bearish signals 
with a couple of Hanging Man candles over the last week or so. 

 

I would suggest watching the price action closely should the resistance area be tested but I am refraining from a 
long at current levels until that area has been cleared. 
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Russell 2000 Daily Chart 
 
I said in last weeks’ overview that I would not be rushing to enter a new long at current levels despite the fact that 

the index has broken to new highs and that remains the case today which the upper Bollinger Band also being 

tested in this time-frame. This was not a strong enough sell signal on its own for me to be able to recommend a 
short with any conviction at the time and this remains the case today. 

 
I will still be watching for reversal signals next week and am aware that a gap lower on the openings would leave 

room for a bearish Island reversal pattern should it not be filled in the same session. 
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European Equities 
 
My comments from the overview on January 25th still apply and the SX5E remains in a nice 
uptrend and still has around 4% upside until any major resistance. The FTSE is testing its all-
time highs here as well but the price action still shows a lack of momentum and a break higher 
has yet to be confirmed. 
 
Sector-wise the SX7E and SXEP are both trying to break above major resistances and 
downtrends but have not quite managed that yet. The SXPP now has limited upside having 
outperformed over the last few weeks as it is also nearing its longer-term downtrend. 
 
The Auto sector continues to push ahead as expected after having broken above the neckline of 
a bullish continuation pattern on the QE announcement, although is looking slightly stretched 
here on the 120 min charts. 
 
My comments from January 25th still apply. 
 
‘As with the US markets when they were reacting to their own central bank stimulus, the fact 
that markets are effectively being manipulated by such factors must be respected. At the time 
the mantra was ‘don’t fight the Fed’ and the same may now apply to Europe, (don’t diss Draghi?) 
especially with the size of the operation exceeding market expectations. 
 
With EUR downside momentum increasing as a result of the news there is also a fundamental 
reason to be a buyer of a number of sectors like for example the Autos who I imagine will 
benefit from a weak Euro. Indeed some of these broke out last week and, from a technical 
perspective, have room for further upside from current levels.’ 
 
 

 
 

 
 

 
 

 

Europe Summaries Below      
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SX5E Monthly Log Chart (Long Term)  
 
The index broke above its medium-term downtrend and 3402 resistance following the QE announcement in January, 

at the same time negating the series of lower highs which had prevailed over the last few months.  

 
On a long-term view the break above 3402 left way for a continued move higher towards a longer-term downtrend 

which sits at around 3740. With no major resistances above 3402 before that downtrend and no real 
reversal signals as yet one would have to remain long here. 
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SX5E Weekly Chart 
 
The weekly also shows the break above the short-term downtrend and 3279 resistance (now support) following the 

QE announcement. The break also confirmed a bullish Head and Shoulders continuation pattern on both this and the 
daily chart (see below) as that downtrend also coincided with the neckline of that pattern. 

 

The index is trading above its upper Bollinger Band at current levels which is not usually sustainable for a prolonged 
period of time but this is by no means a reversal signal and last weeks’ price action left a nice bullish candle, 

opening at the low and closing at the high. 
 

As I mentioned in my comments relating to the monthly chart above there is another 4% or so upside from here 

until the longer-term downtrend will be tested and I would be looking to take some profit on longs around 3740 as a 
result.  

 
For the time being there is no technical reason to be anything other than long here based solely on 

this chart. 
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SX5E Cash Daily Chart 

 
The index remains in a short-term uptrend and has advanced almost 10.5% since breaking above the previous 

downtrend on 22nd January. 
 

Last week saw that uptrend holding nicely when tested with the index rallying off there in Thursdays’ session to 
close at a new recent high the next day. RSI has moved into ‘overbought’ territory here (above 70) but that’s is not 

a sell signal and is to be expected in such a strong uptrend.  

 
As on the weekly and monthly chart there is no reason to be anything other than long here in line with that uptrend 

but the longer-term downtrend remains intact at around the 3740 level making that a good level to be taking some 
profits on longs. 
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EU50 Future : Daily Log Chart (Trading View) 
 
No change to last week’s view although the 120 min posted a small bearish three candle reversal pattern at the end 

of last week which suggests a re-test of the 3558 support and uptrend. 

 
‘The move higher following the break above the medium-term downtrend and 3291 resistance also confirmed a 

bullish Head and Shoulders continuation pattern as that level also coincide with the neckline of the pattern. 
 

The move higher continued last week and, as with the cash chart, risk /reward remains to the upside still. In my last 

overview I pointed out a short-term resistance at 3521, suggesting making a print on longs should that be tested, 
and the rally after the European close took the future just above that level on a closing basis. 

 
There are now no major resistance levels above 3521 until 3723 and, as with the cash chart above, the longer-term 

downtrend remains intact just above that level. I will therefore be looking to take further profits on a rally to 3723 
but am happy to remain long here in line with the short-term trend.’ 
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DAX Future Weekly Log Chart 

 
In my last overview I was still long having bought the break above 10,316 on the daily chart as this confirmed a 

bullish continuation pattern (see note below). The move above 10,034 also confirmed a bullish H&S continuation 
pattern similar to the one on the SX5E chart that I mentioned above. 

 

The move reached the 11k measured target of the first contination pattern, where I suggested taking some profit on 
the long as a result of the bearish Inverted Hammer candles, but said at the time that ‘other than those candles 

there are no other reversal signals in this time frame and the next resistance of note is the Fib extension level at 
11,160.’ 

 

The future flew through that Fib level last week to close at a new high and left a bullish candle on this and the daily 
chart (see below). As with others in this report the future is now trading well above its uppoer Bollinger Band which 

is not usually sustainable for a prolonged period of time but this on its own is by no means a sell signal. Clear 
uptrend remain in all time-frames down to the 120 min chart and these trends must be respected whilst that 

remains the case. 
 

In this time-frame however one would have to remain long here for the time being in line with those 

uptrends and I will be looking for reversal signals on the short-term charts for an indication as to 
when this move is likely to come to an end. 
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DAX Future Daily Log Chart 

 
As I mentioned in my comments relating to the weekly chart the move above 10,316 on 22nd Jan confirmed a bullish 

continuation on this chart and the future reached the 11k measured target on 13th February. 
 

I suggested taking some profit on the long at that level and the price action that day left a Doji candle showing 

indecision around that level. I was then spooked out of the balance of my long at around 11,005 as a result of a 
bearish Shooting Star candle on the 120 min chart but clearly should have respected the trend and re-opened the 

long. 
 

The future had broken above the 11k level and previous swing high on the Greek news which came out after the 

European close at the end of the previous week and that rally continued through last week. With the short-term 
uptrend clearly intact on this and the 120 min chart risk/rewards remains to the upside at the moment but I would 

suggest watching the 11161 level closely on any pullback as this support also coincides with that trend. 
 

Not that the medium-term uptrend is now over 9% below current levels and a pullback to that trend will happen at 
some stage but, with no reversal signals as yet on this chart, there is no reason to think that this will occur in the 

near future. 
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FTSE Future Weekly Log Chart 
 
I had previously been stopped out of my short here on the close above the 6907.5 resistance on 20th February but 

advised against reversing to a long as the 6995 all-time high was just above that level and upside would be limited 

whilst that remained the case. 
 

The future failed to make a move past 6907.5 last week with the price action leaving a small Spinning top candle 
showing the indecision around current levels. I am still not a buyer here whilst that and the 6995 resistance remain 

intact and, in my daily notes, I have been looking for short-term reversal signals around those resistances as a 

trigger to re-open a short. (See comments relating to the daily chart below). 
 

In the longer-term the future would have to make a clean break of 6995 before I am interested in a long here and, 
although there are no obvious reversal signals as yet on this chart, risk/reward in this time-frame remains to the 

downside whilst that level remains intact. Note that 6995 also coincides with the upper Bollinger Band (shown in 
red) which may provide some additional resistance to a rally. 
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FTSE Future Daily Log Chart  
 

The short idea back in November had initially worked nicely with the future selling off back to the key 6346.5 
support where I was looking to take some profit a few weeks ago. 

 

However, as I mentioned in my comments relating to the weekly chart above, the rally on the Greek news triggered 
my closing stop above 6907.5. In last weeks’ note I pointed out that the 120 min chart was looking stretched to the 

upside which may suggest that this is a false break and there was further indication of this on in Fridays’ session as 
the price action left a Bearish engulfing candle on the rejection of a move above 6927. 

 

I will open a short here as a result of that candle but in 1/3 usual position size to begin with as more 
confirming signals are really required and I have a tight stop on a close above 6995.  
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Sector Comment 
 
SXEP Daily Log Chart 

 

 
As I previously mentioned the sector had followed crude higher and the move had reached a key resistance at 

320.12 the previous week. This level coincides with a Medium-Term downtrend and had held when first tested but 
managed a close just above there in Fridays’ session. 

 

The downtrend remains intact despite Fridays’ close above 320.12 and risk/reward remains to the downside whilst 
that remains the case. I would however expect a pop higher should that trend fail with the next level to be aware of 

around 329 which also coincides with the 200 day MA. 
 

Crude itself also remains in a longer-term downtrend and I comment on this in my commodities rundown below. 
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SXPP 

 
I pointed out in last weeks’ overview that there was still room for further upside in the sector and this proved the 

case with the move higher following the break above the short-term downtrend on 22nd January clearing a key 
resistance of 421.69 last week. 

 

The uptrend remains intact but the failure to clear the 431.27 level last Thursday left a bearish Inverted Hammer 
candle. It’s still too early to be able to recommend a short here whilst that uptrend remains intact and there is 

another 5% or so upside until the sector reaches its longer term downtrend and 455.75 resistance. 
 

I would however be looking to sell further rallies to that level or a failure of the uptrend and the same applies in a 

relative basis to SXXP. Note that the sector rotated down on our daily rotation charts last week. If you would like to 
receive these then please let me know. 
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SXPP Relative to SXXP 
 
As mentioned above the recent move higher also invalidated a short-term relative downtrend and there is still some 

potential upside left here before the sector runs into relative resistance. I had previously added red arrows to show 
the expected price action and these remain valid today. 
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BLT LN 

 
I mentioned this in last weeks’ overview as the only miner to really be showing bearish reversal signals but the stock 

gapped higher on earnings and stopped out my short on the close above the 1624.5 resistance. I would however 
expect upside from here to be limited still by the key 1678 resistance and 200 da6 moving average above and the 

stock also posted a Bearish Engulfing candle in last Thursdays’ session. 

 
Current levels do not offer a good short-entry point whilst the uptrend remains intact but the gap higher leaves 

room for an Island reversal pattern should the stock gap lower on the openings next week. I would be looking to re-
open the short should that occur. 
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SXAP Daily Log Chart 

 
The sector broke above the neckline of a bullish H&S continuation pattern (shown in yellow) and has rallied 22% 

since that break. 
 

The rally shows no real sign of a reversal at present although the sector is now trading so far above its upper 

Bollinger band on the weekly chart that a pullback is inevitable at some stage.  
 

Note that the weekly posted a bearish Hanging Man candle last week which may be the first signal that such a 
pullback is coming soon but is not enough on its own to warrant a change of view, especially with my continuingly 

bearish view of the Euro (see below).  
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SX7E Daily Log Chart 

 
The sector is one to watch carefully next week as the sector is on the verge of breaking above both a downtrend 

and key resistance. 
 

I had previously put a note out suggesting a short in line with that trend which remains valid today and the sector 

closed almost spot on that downtrend in Fridays’ session. However in the same note I suggested reversing to a long 
on a break above the downtrend and 149.06 resistance which also remains valid and the recent price action 

suggests that this may happen very soon. 
 

For the time being though a short here still has a good risk/reward whilst the trend remains intact and the 120 min 

charts are still showing bearish RSI divergence. Note again that the sector rotated down in our daily rotation charts 
last week and also remains in a downtrend relative to SXXP. 
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Commodities 
 
I am pushed for time this week and therefore only have time for a brief rundown on commodities and FX although 

not much has really changed since last week. 

 
Crude (CL1) 
 
Daily Log Chart 
 
The downtrend remains intact in all timeframes from the Weekly right down to the 120 min chart and the 53.6 

resistance which I pointed out in the later has been keeping rallies in check nicely. 
 

Whilst that trend remains intact risk/reward remains to the downside. 
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Gold 

 
Daily Log Chart 
 
I remain long from the 1226.5 level and therefore slightly out of the money at current levels but am still a happy 

long here as the very short-term uptrend held when tested last week and we closed above the medium-term 

downtrend once again in Fridays’ session. 
 

I had previously recommended a long in both EUR and JPY terms and these have performed as expected and there 
is therefore no reason to update those charts in this overview. 
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Currencies 

 

Dollar Index 
 

Broke above the top of a bullish continuation pattern last week and remain a long above the uptrend and support at 
92.63. 

 
EURUSD 

As one would expect is the opposite of DXY and broke below the lower end of a bearish continuation pattern last 
week. With the downtrend still very much intact I expect to see 1.0765 tested in the near future but longer-term I 

still see no reason why parity and below isn’t achievable. 
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Recommended Reading 

 

For a better understanding of the candle patterns in the above charts I would recommend a book written by a good 
friend of mine and award winning technical analyst Clive Lambert. 

 
http://www.amazon.co.uk/CANDLESTICK-INTRODUCTION-Lambert-Jan-2009-

Paperback/dp/B00KLO7O2C/ref=sr_1_4?ie=UTF8&qid=1415553028&sr=8-4&keywords=clive+candlestic 

 
 

For an in depth study of technical analysis this book by John j. Murphy is widely recognized in TA circles as the 
bible. 

 
http://www.amazon.co.uk/Technical-Analysis-Financial-Markets-

Comprehensive/dp/0735200653/ref=sr_1_sc_1?ie=UTF8&qid=1415553189&sr=8-1-

spell&keywords=tedchnical+analysis+of+the+financial+markets 
 

For more information on point and figure charts the Jeremy du Plessis book below gives an in depth tutorial. 
 

http://www.amazon.co.uk/Definitive-Guide-Point-Figure-

Comprehensive/dp/0857192450/ref=sr_1_1?ie=UTF8&qid=1415553347&sr=8-
1&keywords=point+and+figure+charting 

 
 

 
http://www.louiscapital.com/pdf/Disclosures.pdf 

 
 
Note that these are general comments about markets and the time frames may not 

always match your investment criteria. As always position sizing is more 
important than the ideas and levels. 
 
The sectors and stocks mentioned are generally those that my active clients care 
about but I am happy to add more on request. 
 
I always encourage clients to ask for chart views and asset allocation ideas that have 
been written specifically for them and their individual time frames and risk 
tolerances. 
 
If you would like to play any of these ideas through derivatives our options desk will 
be happy to suggest strategies. 
 
 
 

 

 

 

 

 

http://www.amazon.co.uk/CANDLESTICK-INTRODUCTION-Lambert-Jan-2009-Paperback/dp/B00KLO7O2C/ref=sr_1_4?ie=UTF8&qid=1415553028&sr=8-4&keywords=clive+candlestic
http://www.amazon.co.uk/CANDLESTICK-INTRODUCTION-Lambert-Jan-2009-Paperback/dp/B00KLO7O2C/ref=sr_1_4?ie=UTF8&qid=1415553028&sr=8-4&keywords=clive+candlestic
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Important US Regulatory Disclosures 

 

This report is for informational purposes only, and the information herein is obtained from sources that we believe to 

be reliable, but its accuracy and completeness, and that of the opinions based thereon, are not guaranteed. Past 

performance is no guarantee of future results.  The securities described herein may not be eligible for sale in all 

jurisdictions or to certain categories of investors. Further, this report is not intended as an offer or solicitation to buy 

or sell any securities or related instruments.  Opinions expressed in this report are subject to change without notice 

 
 Louis Capital Markets, LP does not make markets in any of equities mentioned. 
 Louis Capital Markets, LP and / or its officers or partners, research analyst nor the associate has ownership 

in any of the equities mentioned. 
 Louis Capital Markets, LP nor its affiliates has managed or co-managed a public offering of securities for any 

of the companies mentioned. 
 Louis Capital Markets, LP nor its affiliates has not receive, or intends to seek, compensation from the 

company for investment banking, underwriting or financial advisory services. 

 

Analyst Certification 

 

The research analyst who is primarily responsible for the research contained in this research report and whose 

name is listed first on this report: attests that all of the views expressed in this research report accurately reflect that 

research analyst's personal views about any and all of the securities and issuers that are the subject of this research 

report; and attests that no part of that research analyst's compensation was, is, or will be, directly or indirectly, 

related to the specific recommendations or views expressed by the research analyst in this research report. All 
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