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THE TRADING RANGE REMAINS INTACT. 
WAS MAY THE CALM BEFORE A TURNING POINT IN JUNE? 

 
The sparring between bulls and bears 
continues.   For the first five months of 
2015 the S&P 500 has been in a horizontal 
trading range with a slight upward bias.  As 
we implied in our latest “Ron’s Brief’s”, the 
answer to the question of whether the 
trading range will be resolved by the “bull’s 
horns” or the “bear’s hug” remains in doubt. 
 
When price behaviour in major market 
indices is choppy and meandering, 
behaviour analysts look at other indicators 
for clues to see whether the markets will 
eventually break up or down. There is no 
denying that there are some potentially 
negative signals such as the declining 
momentum of the daily NYSE 
advance/decline line and the declining 
numbers of NYSE stocks making new daily 
52-week highs.  
 
And then we come to the Index “flavour of 
the month”, the Dow Transports.  It has 
long been treated with financial media 
disdain as a forgotten relic of a railroad-
dominated past, but now the Index is 
elevated to the status of leading indicator of 
an impending bear market! Yes, it has a 
negative momentum divergence and the 
50-day Moving Average is turning down and 
is now below the 200-day Moving Average.  
But let’s be clear: Dow Theory remains 
bullish and will do so until the Dow 
Industrials (and the S&P 500) confirm the 
Transports’ negativity.  This would require 
considerable declines from current levels.  
 
As we said in our previous Market 
Comment, the key indicator remains price.  
There is nothing in the S&P 500’s price 
pattern that is bearish as of the end of May. 
 

 

The much-noticed “ascending wedge” may 
be potentially negative, but not until (a) it 
actually breaks down and (b) key support 
levels are subsequently violated.  This has 
not occurred yet.  Speculation about what 
might happen is not the same as the 
evidence of what is happening!  
 
Meanwhile, the S&P 500 continues to have 
its 50-day Moving Average well above its 
rising 200-day Moving Average.  This is 
bullish.  As we move into June, cyclical 
forces are turning positive (see our last 
Market Comment).  Overbought/oversold 
indicators and volume patterns in New York 
are also positive.  Technology is showing 
strong leadership.  If the S&P 500 
eventually breaks above its sideways 
movement, then the last few months will 
look like a very powerful consolidation and 
base for much higher prices.  
 
June is shaping up as the month 
where the trading range 
uncertainty could be resolved.  We 
expect that the resilience of the 
bulls will overcome the tenacity of 
the bears.  
 
In the short-term investors should 
protect themselves as required 
against the possibility of one final 
push by bearish forces, perhaps a 
modest 2-3% pullback.  Provided 
key supports hold, this should 
finally exhaust the selling pressure, 
allowing New York, followed by 
Toronto, to begin new up-legs.
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S&P 500 

 
 

The S&P 500 continues to trade sideways with a 
slight upside bias.  Most of the recent activity is 
above its rising 50-day Moving Average and the 
S&P 500 remains well above its rising 200-day 
Moving Average (the most important indicator of 
bullish behaviour).  
 
On the upside, a break above 2,135 would be 
bullish and would indicate that 2,200 could be 
challenged.  If the markets pull back from 
current levels then initial support should be 
found at 2,100, and then at 2,075 and 2,040 
(the location of the 200-day Moving Average). 

Only a sustained break below the March low of 
2039.69 would signal that the multi-month 
pattern of “higher highs and higher lows” is 
changing. 
 
A minor 2-3% pull back towards the 
200-day Moving Average could be the 
final move in the trading range that 
sees the end of the selling pressure.  
From there we expect the S&P 500 to 
rally strongly to new highs.  

   
S&P/TSX Composite Index 

 
 

As we observed two weeks ago, the S&P/TSX 
Composite Index needs some new leadership to 
emerge in order to move the Index out of its 
trading range between 14,600 and 15,500.  
Currently the Oils look more promising than the 
Banks. 
 
The S&P/TSX Composite Index is close to its 
flattening 200-day Moving Average and is best 
interpreted as engaging in basing activity.  The 
trading range boundaries (15,500 and 14,600) 
are critical levels to signal Toronto’s intentions.  

A move above 15,500 will confirm that the 
uptrend that started in December is intact. Only 
a move below 14,600 would be negative. 
 
Toronto appears poised to declare its 
intentions for the next few months.  If 
new leadership emerges the S&P/TSX 
Composite Index should resume its 
uptrend over the summer.  
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Dow Industrials 

 
 

At the beginning of May we said that the Dow 
Industrials’ immediate challenge was to overcome 
resistance in the 18,200 to 18,300 zone.  This has 
proved difficult.  The Index had a short-term peak in 
early March just under 18,300 and a second peak 
around 18,350 in mid-May on lower internal 
momentum – a potential double-top. 
 
However, the overall picture remains bullish.  The Dow 
Industrials continues to track its 50-day Moving 
Average and is still well above the strongly-rising 200-
day Moving Average.  Important near-term price 
support is offered by the March lows around 17,600, a 

level which is reinforced by the presence of the 200-
day Moving Average. 
  
With internal momentum stuck in neutral, 
the Dow Industrials may continue in a 
trading range pattern for some time yet.  
The key levels to watch are any bullish 
breakout above the recent 18,351.36 high, 
and any close below support at 17,600. 

 
FTSE 

 
 

As we forecasted a month ago, May was another 
month of consolidation for the FTSE.  Encouragingly, 
almost all of May’s action was above the 6,905 
breakout point. The FTSE’s 200-day Moving Average 
has turned upward once again. 
 
The FTSE’s price pattern for 2015 has been an 
“ascending wedge.”  On the upside, the breakout point 
is the April high at 7,123.  The FTSE’s current position 
means that it can tolerate more pull backs and base-
building before a new up-leg begins.  Initial support 
should be found in the 6,900 to 6,950 zone and below 
that the rising 200-day Moving Average is at 6,750. 
 

The key issue for June will be whether the 
FTSE could exceed the recent 7,122.74 high 
and thereby maintain its intermediate-term 
pattern of “higher highs and higher lows.”  
Only a move below 6,800 would change this 
pattern.  However the overall picture 
remains bullish as long as the March low of 
6,693.80 is not violated. 
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