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Technical Highlights
• Equities – S&P 500 Index (SPX) has appreciated 1.19% so far this year. With another 4 months left in the year this has become a challenging year for both retail and

professional investors. Despite geopolitical uncertainties, uneven macro conditions, weak market breath/market internal readings and lack of conviction we are
encouraged to find the SPX Index remains confined to a 110-point trading range between 2,040-2,046 and 2,135-2,150. However, the flattening of key moving
averages including the 50-day (2,095), 150-day (2,087) and the 200-day moving averages (2,077) and the convergences of key technical indicators hint of an
impending inflection point. In another words, the outcome of the battle between the bulls and the bears will likely determine the next major market move. On the
charts, a breakout above key resistance at 2,135-2,150 favors the start of the next sustainable SPX rally to 2,233-2,287 as early as the end of the year and above this
to 2,427-2,460 by next year (2016). The longer-term SPX target remains 2,509-2,548. On the other hand, a convincing breakdown below key initial support at 2,040-
2,046 warns of the start of the next downturn to 1,981-2,006 and below this to the October 2014 pivotal reaction low of 1,821.

• Currencies – In the past year US Dollar Index (DXY) has confirmed three major technical breakouts including: (1) 2-year trading range breakout above 84.75
(September 2014); (2) a 9-year symmetrical triangle breakout at 85.5 (September 2014) and (3) a 30-year falling wedge breakout above 87.25 (November 2014). The
latter breakout is technically significant as this validates an end to the 30-year structural bear trend in DXY and the start of an intermediate term cyclical bull trend
that may lead to the next structural bull trend. Despite a trading range this year between 93 and 100 we expect DXY to trend higher, over time. A near-term breakout
above its March 2015 downtrend at 98.33 renders next target to 100.39-101.8 coinciding with the March 2015 highs and the 61.8% from its 2001-2008 decline.
Trading above this supply zone suggests 106.56-109.14 or the June 1989 highs, 2005 triangle breakout target and the 76.4% retracement. Longer-term targets to as
high as 117.71-121.02 are also possible to retest the 2000-2002 highs. Key supports are as follows: 95.5-96.25 or the 10-week/30-week moving averages, 92-93.5 or
the 38.2% retracement from the May 2014 to March 2015 rally and the February/May/June 2015 lows, 89-90 or the 50% retracement and 85-87 or the prior key
breakouts and the 61.8% retracement.

• 10-year US Treasury yields – The sharp decline in the 10-year US Treasury yields (TNX) to 1.64% in January 2015 led to a deeply oversold condition. A successful
test of key support just above the May reaction '13 low (1.61%) created a new uptrend channel between 2.05-2.15% on the downside and 2.5-2.65% on the upside.
A breakout above 2.5-2.65% warns of the start of higher interest rates resulting in rally to 3.01-3.04% (September 2013 and Jan 2014 highs) and possibly to the top
of the long-term structural downtrend channel from early-1980s at 3.32-3.47%. Since the structural trend remains down trending we recommend investors/traders
continue to respect this primary trend. On the downside, violation of 2.05-2.15% or the May 2015 lows, 150-day/200-day moving averages, the bottom of the
February 2015 uptrend channel and extension of the November 2014 downtrend breakout signals the resumption of the downtrend and downside targets to 1.8-
1.84% (Apr 2015 lows) and below this to 1.61-1.64% (May 2013 and Jan 2015 lows). A breakdown here renders a retest of the Jul '12 record lows at 1.38%.

• Commodities – A super bull cycle in Commodities have ended soon after the Bloomberg Commodities Index violated its 1999 logarithmic uptrend (265) and its
pivotal 61.8% retracement (249) from 1999 to 2008 rally. A sustainable intermediate to longer term recovery in the US Dollar will continue to be negative for the
commodities market and natural resource intensive sectors and markets. We suspect Commodities has transitioned into either a secular bear trend or an
extensive/prolonged period of sideways trading range trend. Next key support is 172-187 coinciding with the pivotal 2002 breakout. On a near term basis, a deeply
oversold condition is developing into the recent sharp decline. The ability to find key support at 172-187 can trigger a technical oversold rally to 203-213 and above
this to as high as 240-250 corresponding to the September 2014 major technical breakdown.

• S&P 500 Sectors – The 1.19% year to date returns in third year of the historically bullish US Presidential Election Year cycle and the 110-point trading range on SPX
this year warn of a maturing 6-plus year cyclical bull trend and/or a market environment lacking conviction. The deterioration in market breadth and market internals
over the past few months further support the basis of a maturing trend and/or an increasingly selective market. Disciplined stock pickers and risk managers will likely
excel in this market environment. In the past couple of months weak money flows and selling have developed in many of the high growth and momentum type
sectors including the leadership S&P 500 Healthcare and Consumer Discretionary. Despite the near-term weaknesses the above two sectors still retain intermediate to
longer-term bullish uptrends. The S&P 500 Financials and the Information Technology continue to offer attractive risk/reward profiles at current levels. Investors also
favors some of the defensive sectors such as S&P 500 Consumer Staples and REITs probably on the backdrop of their lower beta profiles and the flight to safety. The
continued strength in the US Dollar continue to apply pressure to many commodities, commodity based currencies, natural resource intensive countries and emerging
markets. Deeply oversold conditions have developed in many of the battered markets/sectors. This suggests a technical oversold rally is imminent over the near term.
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S&P 500 Index (SPX) Technical Views

• SPX Technical Targets ���� 2,135-2,150 (initial), 2,233-2,287 (secondary), 2,427-2,460 (intermediate) and 2,509-2,548 (long-term)

• SPX Downside Risks ���� 2,040-2,052/1,981-2,006 (initial), 1,892-1,945 (secondary), 1,821-1,874/1,734-1,738 (intermediate) and
1,674-1,685/1,600 (long-term)

• March 2009 cyclical bull trend is maturing (8th inning)…but a new structural bull may have begun on the May 2013 breakout

Base Case Scenario – It remains our contention the cyclical bull rally that started on March 2009 (666.79 low) is maturing and will end
via a deep correction or a cyclical bear decline. Nonetheless, the 6-plus year bull rally can sustain a while longer as long as the rally remains
in the third-stage of a four-stage bull market rally. This stage of the rally started in earnest on January/June 2014 and is commonly referred
to as the Mania/Speculative/Melt-up phase. As the name implies this is the emotional phase of a bull rally where retail investors tend to be
active and institutional investors tend to chase returns. Based on the above scenario SPX can rally to 2,233-2,287 by the end of the year
and to 2,414-2,442 next year (2016). 2,509-2,522 remains our longer-term technical target based on the 15-year Head/Shoulders
breakout at 1,600 (May 2013) as well as the measured target based on a potential November 2012 uptrend channel breakout. The 13-
year structural sideways trend from Mar 2000 may have ended via the breakout above neckline resistance at 1,600 (May 2013). However,
it has yet to be confirmed. Without a healthy consolidation (10-20%) we believe SPX may be vulnerable for a deeper and more extensive
market downturn in the near future. From a timing perspective, the cyclical bull trend that started on March 2009 low (667) and the
structural bull trend that developed from the May 2013 breakout (1,600) will likely converge in the next 6-months to 2 years. Although
the 6-plus year cyclical bull rally is maturing we will continue to respect the dominant and prevailing uptrends/supports: (1) 2,040-2,052 or
the recent March/July/August 2015 lows; (2)1,981-2,006 coinciding with the February 2015 low and the bottom of its October 2011
uptrend channel; (3) 1,821-1,292 or the 30-month moving average and the pivotal October 2014 reaction low; and (4) 1,600-1,685 or the
bottom of its 2009 uptrend channel and the May '13 neckline breakout. In the mean time, we would like to continue to highlight the two
competing calls on the Street:

Bullish Scenario – The Bulls believe the May 2013 technical break out above key resistance at 1,600 has already confirmed the start to
the next major structural bull trend (8-20 years). This 15-year Head/Shoulders Bottom breakout suggests 909 points or a minimum SPX
target of 2,509-2,548. Despite geopolitical uncertainties, uneven macro developments and choppy market conditions the Bulls are
encouraged by the 110-point trading range between 2,040-2,046 and 2,135-2,150. They expect a breakout to occur as early as this year.

Bearish Scenario – The Bears claim that the May '13 break out at 1,600 is a false breakout induced by excessive risk taking spurred by
the global QE programs. They contend that SPX will not follow through with this breakout and will soon reverse direction creating a bull
trap. This will then trigger a climatic sell-off (20% to 30% or more) as SPX goes on to violate its March 2009 uptrend (1,674-1,685) as
well as its May 2013 breakout (1,600). Global risk aversion will quickly develop as the SPX falls sharply to 1,000-1,200 thereby washing
out/capitulating the remaining sellers in the marketplace which then sets the stage for the next structural bull trend.
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SPX Index – Monthly Seasonality Study (1928 – Present)

SPX has gained 1.19% year to date. Since this is another Pre-Election Year (year 3 – 2015) it tends to be one of the strongest years based on the 4-year
Presidential Election Year cycles producing average yearly gains of 9.96% since 1928. The bulk of the yearly returns during Pre-election Years tends to
occur during the first half of the year (i.e., 8.52% during 1st half as compared to 9.96% for the entire year). This has been a disappointing and frustrating
year for many US equity investors. With a seasonal weak September (-1.25%) just around the corner it may be difficult for SPX to achieve its historical
Pre-election year average returns of 9.96% this year. SPX would need to stage a very strong rally into the last quarter of the year to make up for the
lackluster returns so far this year. Note that Novembers during Pre-election Years tends to deviate from the norm as it has fallen 1.46% for the month.

Yearly %

Time Period Duration Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Returns

All

1928-2015 Mkt 87 years 1.20 -0.06 0.56 1.24 -0.08 0.70 1.48 0.73 -1.07 0.45 0.65 1.44 7.24

2.91 3.29

0.40 0.45

Bear

1929-1949 Mkt 20 years 1.85 -0.28 -1.88 0.43 -1.06 3.23 3.09 2.66 -3.01 -0.81 -2.61 0.77 2.39

8.99 0.01

Bull

1949-1966 Mkt 17 years 1.06 -0.42 1.16 1.20 -0.28 -0.40 2.93 -0.50 -0.20 0.97 2.27 2.17 9.96

2.03 5.51

 0.20 0.55

Bear

1966-1982 Mkt 16 years 0.88 -0.79 0.73 1.28 -1.44 0.06 -0.25 0.24 -0.36 1.17 1.29 0.84 3.65

0.06 3.00

0.02 0.82

Bull

1982-2000 Mkt 18 years 2.30 0.96 1.45 1.33 1.35 1.19 0.55 0.78 -0.35 0.78 0.99 2.39 13.72

 2.52 5.68

0.18 0.41

Bear

2000-2015 * Mkt 15 years -1.01 -0.47 1.61 1.84 0.17 -1.23 0.29 0.08 -1.21 1.34 0.91 1.09 3.41

* 2000-2009 = Bear and May 2013-present = Bull -0.86 0.99

-0.25 0.29

Secular Bear/Trading Markets (3) 0.57 -0.51 0.15 1.18 -0.78 0.69 1.04 0.99 -1.53 0.57 -0.14 0.90 3.15

Average returns for three months 2.72 1.34

(Jun, Jul & Aug vs. Nov, Dec & Jan) 0.87 0.42

Secular Bull Markets (2) 1.68 0.27 1.31 1.27 0.54 0.40 1.74 0.14 -0.28 0.88 1.63 2.28 11.84

Average returns for three months 2.27 5.59

(Jun, Jul & Aug vs. Nov, Dec & Jan) 0.19 0.47

First Year (year 1) 0.80 -2.10 0.49 2.38 2.00 0.49 2.29 -0.07 -1.64 -1.05 0.64 0.35 4.58

2.71 1.79

Mid-term Election (year 2) 0.49 0.33 0.08 0.67 -0.92 -1.10 0.52 -0.44 -1.21 2.58 2.04 1.66 4.70

-1.02 4.19

Pre-election Year (year 3) 3.04 1.48 0.56 2.15 0.13 1.16 0.57 0.43 -1.25 0.74 -1.46 2.41 9.96

2.16 3.99

Election Year (year 4) 0.30 0.14 0.69 -0.75 -1.66 1.77 1.97 2.85 -0.40 -0.29 0.05 1.45 6.12

6.59 1.80

Source: Thomson Reuters, Bloomberg, and CIO UBS WMR as of 30 Jun 2015
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Stock Market Psychology – Fear, Greed, and Hope 

Optimism

Excitement

Thrill

Greed/Euphoria – 1st Half 2007

Anxiety

Denial

Fear –1st half 2008 

2008

Desperation 

Panic

Capitulation

Despondency – 4th Qtr 2008

Depression – 1st Qtr 2009

Hope

Relief

Optimism – 1st Qtr 2012

Are we 
here?

Greed/Euphoria – 2015

Excitement

Thrill

2nd Half 2016 

2016

2017/2018
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4 Stages of a Bull Rally 

Accumulation 

(Stealth) Phase Awareness Phase
Mania/Speculative

/Melt Up Phase

Smart Money –
Insiders, Contrarians, and 

Deep Value Investors

Blow off Phase

Time

Stage I – 2009 to 2010

First deep correction 

Price

Delusion

Bear Trap

Media/Press Attention 

Are we 
here?

"New Paradigm"

Optimism

Greed

Stage II – 2011 to 2013 

Institutional Money –
Professional traders, Money 

Managers, Hedge Funds, and etc. 

Public Money -
Retail Investors

Return to "Normal"

Denial

Bull Trap

Fear

Despair

Capitulation

Historical Mean 

Return to the Mean 

Acceleration 

Stage III – 2013 to 2015 Stage IV – 2016 to 2017? 

UBS CIO WM Research 15 August 2015      6



SPX Index – Secular Trends (1900-2020) – 2 Possible Scenarios

 1

 10

 100

 1,000

 10,000

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Secular Bear 
Trading Range
1906-1921

Secular Bull
1982-2000

Secular Bear 
Trading Range
1966-1982

Secular Bull
1949-1965Secular Bear 

Trading Range
1929-1949

Secular Bull
1921-1929

Secular Bear 
Trading Range
2000-2013

For the past 200+ years, SPX has consistently alternated 
between periods of long-term bullishness via secular bull 
trends and periods of long-term bearishness via secular 
Bear/Trading range trends without ever missing a cycle.

Secular Bull??? 
May 2013-present

8 structural bulls: 1982-2000, 1949-1966, 1921-1929, 1896-1906, 1861-1881, 1843-1853, 1815-1835, (May 2013-Present?)

8 structural bears/trading ranges: (2000- May 2013?), 1966-1982, 1929-1949, 1906-1921, 1881-1896, 1853-1861, 1835-1843, 1802-1815

Scenario 1 = May 2013 breakout near 1,600 is successfully retested thereby confirming the start of the next structural bull trend.

Scenario 2 = Failure to maintain 2013 breakout (1,600) suggests a capitulation selloff and the start of the next structural bull trend. 
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Dow Jones Industrial Avg. – 1964 to 1984 and 1994 to Present
Although no two markets are the same, the 1964 to 1984 market and the 1994 to present appears to be strikingly similar. That is, the 1966-1982 structural sideways
market (stagflation) was preceded by a spectacular Nifty-Fifty bubble burst. In addition, geopolitical events (OPEC Oil embargo) created extreme volatility from a macro
perspective. If we fast forward to the 1994-present market we have experienced three bubble bursts including the 2000-2002 Tech/Telecom bubble, the 2007-2009 Real
Estate/Credit/Financial bubble and the 2008-2009 Commodities bubble. From a macro/geopolitical perspective the Sovereign Debt crisis in Europe, the Currency problems
in Emerging Markets and the Middle East and Ukraine/Russia events have created volatile market conditions. We also find it uncanny that both markets generated
simultaneous and yet competing technical formations including a bearish Broadening Top (higher highs and lower lows pattern) and a Head and Shoulders Bottom. Note
that towards the later stage of the prior Stagflation cycle (1964-1982) a Head/Shoulders Bottom breakout and the negation of a Broadening Top during 1982/1983 that
first signal the start of the next major structural trend. However, it was the final pullback of nearly -17% to 1,082 (6/84) that confirmed the end to the structural sideways
market and the beginning of the next structural bull trend as DJIA enter into a parabolic move of +153% from 6/84 to 8/87. Is the breakout above 14,198 (3/13) and the
subsequent negation of the Broadening Top at 16,577 (12/13) alerting us to the end to the 2000-2014 structural sideways trend? And will a successful test of the
extension of the breakout finally confirm the start of the next structural bull trend?
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S&P 500 Index – 1964 to 1984 and 1994 to Present
Similar to the DJIA study in the previous page we find it interesting that the current market conditions for SPX over the past decade or so also closely parallels that of the 1966-
1982 secular trading range market from both a macro, geopolitical, tail risk as well as from a technical perspective. Although it appears that the past 15-years (2000-2015) have
been much more volatile and unpredictable than the prior 1966-1982 secular trading range market, the duration and magnitude of the trading swings, on the other hand, are
quite comparable. That is, in the past cycle a 16-plus year sideways trading range were needed to repair the damages incurred from the Nifty-Fifty blowup, Oil Embargo shock, and
Stagflation cycle before the onset of the new structural bull market that began in earnest on 1982. Today, we note the striking similarities to the prior market cycle as the past 13-
plus years of trading range probably helped to unwind the excesses from the Tech/Telecom bubble, the global Credit/Financial/Real estate crisis, Commodities bubble as well as
the numerous geopolitical/macro events in Europe, Middle East and the Emerging Markets. From a technical perspective we point to the similar Broadening Top pattern that
developed in the SPX from 1966-1982. SPX traded from an extreme low of 62 (1974) to an extreme high of 173 (1983) or 2.79:1 ratio. SPX recently traded to an extreme high of
2,135 from a low of 667 or a 3.2:1 ratio. This implies that the current SPX rally is far superior than the prior rally. Although both rallies led to a major breakout above the extension
of its broadening top the current rally has yet to retest its May 2013 breakout (1,600). Does this imply that the current SPX rally may be vulnerable for a deeper correction in the
near future. In the past cycle after the multi-year technical breakout at 146 (Jan 1983) SPX rallied to 172.76 (Jun 1983) before finally correcting -14.76% back to 147 (Jul 1984). A
successful test here confirmed the breakout and signaled the star to the next structural bull trend (1982-2000). In May 2013 SPX breakout above its 15-year neckline resistance at
1,600 hints of the start of the next structural bull trend. However, unlike the prior structural bull cycle the May 2013 breakout near 1,600 has yet to be confirmed. Will a successful
retest of this prior breakout finally confirm the breakout and the start of the next structural bull trend?
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SPX Index – Long-, Medium- and Short-term Trends 
The Mar '09 SPX rally has appreciated 220% in 74 months. The prior 2 bull rallies during 1994-2000
returned 256% in 71 months and the 2002-2007 bull gained 105% in 60 months. In the year there have
been 5 confirmed positive outside months. The high frequencies of bullish patterns are unusual at this
stage of the bull rally. Nonetheless, SPX can trend higher and possibly match the 1994-2000 rally as long
as SPX retains the following key supports: 2,040-2,052 (trading) 1,981-2,006 (initial), 1,905-
1,919/1,821-1,854 (secondary), 1,734-1,738 (intermediate) and 1,674-1,685/1,600 (long-term).

Breakdown below 1,685 ���� 1,314
Break down below 2,006 ���� 1,779

Nov '12 uptrend channel = 2,026 and 2,287 (261 points)

Breakout above 2,287 ���� 2,548

Breakdown below 2,026 ���� 1,765

Mar 2009 uptrend channel = 1,685-2,056
Breakout above 2,056 ���� +371 or 2,427

Oct 2011 uptrend channel = 2,006-2,233
Breakout above 2,233���� +227 or 2,460

SPX has appreciated 1.19% this year as it remains confined to a narrowed 110-point trading range
between 2,035-2,046 and 2,135-2,150. This trading range has alleviated an overbought condition
created by the sharp 7% 16-day rally earlier in the year (Feb '15). The convergence of the 50/150/200
day moving averages (2,094/2,089/2,077) and the flat trend of the MACD indicator suggests an
impending inflection point. A breakout above 2,135-2,150 renders upside targets to 2,245-2,260.
Breakdown below 2,040-2,046 warns of downside risks to 1,930-1,936.

Despite the uncertain macro/geopolitical environment SPX has retained its 2 key uptrend channels. The
Mar '09 uptrend channel is 1,685-2,056 (371 points). A breakout above 2,056 suggests upside to 2,427.
The Oct '11 uptrend channel is 2,006-2,233 (227-points). A breakout above 2,233 renders upside to
2,460. Key supports: 2,040-2,056 (Mar/Apr/Aug '15 lows and the top of the 2009 uptrend channel),
1,981-2,006 (Feb '14 lows and Oct '11 uptrend), 1,930-1,936, 1,821-1,892 (Oct '14 lows and 30-mo
ma), 1,738 (Feb '14 lows), 1,600-1,685 (bottom of 2009 uptrend channel and the May '13 breakout).

Since Nov '12 a third uptrend channel has developed between 2,026 (key support) and 2,287 (key
resistance). The height of this 2-plus year channel is 261 points. A breakout above 2,135-2,150 (110-
point technical base) coinciding with the 5/20/15 record high and the top of its Feb '15 trading range
at 2,150 can trigger a rally to 2,268-2,287. Above 2,287 renders an upside target to 2,548 or just
above our technical measured move of 2,509 based on May '13 breakout (909-point technical base)
above 1,600). On the downside, violation of the Mar/Jul/Aug '15 lows at 2,040-2,052 can send SPX
to retest the bottom of its Nov '12 uptrend channel at 2,026. A breakdown below this support
coupled with a breech of the Feb '15 reaction low and 2,011 uptrend at 1,981-2,006 warns of a
deeper correction towards 1,930-1,936/1,821-1,92/1,738-1,765.

Feb '15 trading range = 2,040-2,046 and 2,135-2,150

Breakout above 2,135-2,150 ���� +110 or 2,245-2,260

Breakdown below 2,040-2,046 ���� 1,930-1,936
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US Equities – SPX, Russell 3000, Russell 1000, NDX 100
The May '13 breakout above the 2000/2007 trend line near 1,600 negated a bearish broadening top and
confirmed a bullish 15-year head/shoulders bottom signaling the potential for the start of a structural bull
trend. A technical base of 909.30 points suggests SPX can rally as high as 2,509, over time. However, we
are concerned that SPX has yet to confirm this breakout via a successful retest of the May '13 breakout
(1,600). This would imply SPX may be highly vulnerable for a deeper correction over the intermediate
term. A recent violation of the 2009 uptrend (2,170) warns of a maturing trend. Key supports are:10-mo
ma (2,074), 30-mo ma (1,892), Aug '87 internal trend line (1,599) and the May '13 breakout (1,600).

The Russell 1000 Index, a proxy for the large-cap US stocks, broke out above its 2000/2007 channel at
892 during May '13. This breakout and a subsequent positive outside month (Aug '14) triggered a
rally to a new highs (1,192 - May '15). Although higher prices are still possible to the extension of its
2009 uptrend at 1,375, the recent violation of Mar '09 uptrend (1,210) warns of a maturing trend.
Failure to maintain key support at 1,152-1,156 (Jul 2015 low and 10-mo ma) opens the door for a
correction to 1,104 (Feb '15 lows) and below this to the bottom of Jul '09 channel and 30-mo ma
(1,054-1,059) as well as the Oct '14 low(1,011). Extension of May '13 breakout (892) is major support.

The Russell 3000 (RUA) is a broad based US index and a proxy for the overall health of US equities. It has
broken out above major resistance at 975 (May '13). This breakout can extend the rally to the top of its
2009 uptrend channel (1,378). However, a rising wedge breakdown below 1,281 (Feb '15) hints of a
maturing rally. Key initial support is the 10-mo ma (1,237) and the Mar/Jul '15 lows (1,219-1,223).
Violation of the above supports warn of a correction to the bottom its 2009 uptrend channel (1,136) and
the 30-mo ma (1,130). The Oct '14 lows (1,080) and 2000/2007 channel (975) remains major support.

The large cap OTC market (NASDAQ 100) retains its leadership role against the broader NASDAQ
Composite. It is nearing major resistance associated with its Mar '00 record high of 4,816.35. A
convincing surge above this key supply renders next target to 5,393 corresponding to the top of its
2009 uptrend channel. Key initial support moves up to the 10-mo ma (4,392). Violation here opens
the door for a correction to 4,015 or the bottom of its 2009 uptrend channel. The 30-month ma
(3,784) and the Oct 2014 lows (3,700) remain major intermediate term support. Violation here warns
of a retest of 3,069 or the top of its 2000 uptrend channel.
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US Equities – Dow Jones Industrial Average, Dow Jones 
Transportation Average, NYSE Composite, Russell 2000

Although NYSE Composite (NYA) has broken out above its 2007 all-time high (10,387) it continues to
lag its US peers trading far below the top of its broadening top (14,669). A large 6/29/15 gap down
breakdown warns of a potential top. A number of key uptrends including 2011 (11,075) and 2009
(12,013) have already been broken. Failure to maintain key support near the early-2014 breakout
(10,387), 30-mo ma (10,376) and the Oct '14 low (9,886) reaffirms a major top. Key initial resistance
are: 10,906-10,933/11,033-11,075/11,171-11,255 or the Apr/May/Jun '15 highs. A breakout here
signals the resumption of the uptrend and suggests upside targets to 12,013 and 14,460-14,669.

Dow Jones Transportation Index (DJT) has weakened considerably after peaking on Nov '14 at 9,310.22.
A negative divergence between the DJT and Dow Jones Industrials (DJIA) over the past 9 months warns
of a Dow Theory sell signal. In addition, violation of the 2009 uptrend at 8,400 (May '15) and the 10-mo
ma (8,640) further warns of a top. Next major support resides along 2011 uptrend (8,023), the extension
of broadening top at 7,724 (point E) and the 30-mo ma (7,657). A breakdown here reaffirms a major
top. Key initial resistance is at the 10-mo ma (8,640) and then the Nov '14/Feb '15 highs (9,215-9,310).
A breakout here helps to reassert its uptrend allowing for the resumption of the bull rally to 10,237 and
above this to 14,035 or the top of the 2009 uptrend channel.

Russell 2000 Index or the small cap market has underperformed the broader US stock market. A
convincing move above the top of its broadening top pattern (1,233) and its Jun '14 highs (1,296)
is needed to signal the start of another rally to the bottom of its 2009 channel (1,374). A breakout
here suggests a sustainable rally to 1,651 or the top of its pivotal Mar '09 uptrend channel.
However, we have become increasingly about a potential top as it has already broken its 2009
uptrend at 1,200 late last year. Failure to maintain the following key supports reaffirm a market
top: 1,233 (extension of its 2000/2007 broadening uptrend), 1,205 (10-mo ma), 1,201 (2011
uptrend), 30-mo ma (1,136) and 1,065 (bottom of Apr '09 uptrend channel. Long-term support is
visible at 856-879 coinciding with the 2007/2011/2012 highs and the extension of 2007 channel.

The Dow Jones Industrial Average (DJIA) has lagged many of its larger-cap US counterparts (SPX and
NDX). However, positive outside months (Oct '14, Dec '14 and Feb '15) hint of a catch up to peers. A
breakout above its Mar/May '15 all-time highs (18,289-18,351) can ignite a rally to the top of its 2009
uptrend channel (21,162), longer term. However, we have are concerned about the Jul '15 violation of
the 10-mo ma (17,729). DJIA must not break crucial support along the extension of its broadening top
(17,172), Feb '15 reaction lows (17,038) and the bottom of 2009 uptrend (17,196). A breakdown
confirms a top and suggests downside to 30-mo ma (16,569) and the Feb/Oct '14 lows (15,341-5,855).
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International Equities–Nikkei 225, EAFE, EM and Shanghai SSE
Nikkei 225 has broken out of key resistances including the 1996 downtrend (15,400), top of its flag/pennant
pattern (16,320-16,374), 2007 highs (18,300) and the 38.2% retracement from 1990-2008 decline (19,205). It is
now testing next key resistance at 20,833-21,573 (Jun '94, Jun '97, Apr '00 highs and Jun/Aug '15 highs). A
breakout here renders upside to 22,751-22,976 (50% retracement from 1989-2008 decline/Mar '00 highs) and
then to 26,740 (61.8% retracement). Key supports are: 19,991-20,071, 19,620, 19,115-19,258, 18,031-18,300,
17,272-17,366, 16,593-16,713, 16,197-16,320, 15,540-15,589, 14,529-14,953 and 13,836-14,026.

MSCI Emerging Markets entered into an inflection as evident by the sharp convergence of the two triangle
patterns. Key resistance is at the top of the symmetrical triangle patterns near 1,048-1,074 and the
2012/2013 highs at 1,085-1,104. A breakout here suggests upside targets to 1,211.98 and then to 1,345.18.
Unfortunately the violation of the bottom of the triangles (914-944) and the 38.2% retracement (919) from
2008-2011 rally confirms a major technical breakdown and warns of further downside risks 824-829 (Oct '11
lows and the 50% retracement from 2008-2011 rally) and below this 61.8% retracement at 739.

During Jun '15 Shanghai Composite (SSE) achieved its technical target of 5,072 trading to a high of 5,178
(6/12/15) or the 76.4% retracement from its 2007-2008 decline. Although higher prices to 5,523-6,124 (Jan
'08/Oct '07 all-time highs) are possible, longer-term the 1-plus year parabolic trend was not sustainable. A
negative outside month on Jun '15 first warned of the start of a sell off. In 18-days SSE Index fell 34.85% to
3,374 (7/9/15) quickly meeting its downside target of 3,478-3,514 coinciding with the 50% retracement from
2013-2015 rally and the Aug '09 reaction high (3,478). The ability to find support here will prevent a deeper
setback to 3,121 (61.8% retracement) and below this to 2,635-2,667 (76.4% retracement and the 30-mon
ma). On a near-to-intermediate term basis, a key positive outside day reversal on 7/9/15 signal a trading range
environment between 3,374 -3,537 (Jul '15 lows) and 4,184-4,276 (7/24/15 highs and 50% retracement form
Jun-Jul '15 decline). Trading above 4,489-4,572 (61.8% retracement and Apr '15 highs) signals a recovery
back to its Jun '15 highs (5,178).

MSCI EAFE rally has stalled at 2,000 or just below the 76.4% retracement (2,045) from 2007-2009 decline and
the top of a 2009 rising wedge pattern. Two negative outside months (Jul/Sep '14) and a 15-year head/shoulders
top and a megaphone pattern warns of further volatility. Nonetheless, the ability to find key support above the
Oct '14/Jan '15 lows (1,688/1,696) and 1,651-1,675 (50% retracement from 2012-2014 rally and the Mar '09
uptrend) can lead to another rally to 2,000-2,100. A breakout renders upside to 2007 all-time highs at 2,399.
Key supports: 1,834-1,836, 1,777-1,801, 1,650-1,696, 1,568-1,591, 1,440-1,467 and 1,292-1,300.

Shanghai Composite has fallen
34.85% in 18-days during Jun-Jul '15
selloff. A high level consolidation is
likely to develop over the near-term
between 3,537-3,374 and 4,184-4,276.

MSCI Emerging Markets has broken below the bottom of its 2
symmetrical triangles at 914-944. This confirms a major
breakdown and suggests downside risks to 824-829 and 739.

Despite a bullish fan formation breakout in
late-2013 EAFE Index continues send out
longer-term mixed technical signals as evident
by negative outside months (Jul/Sep '14), rising
wedge, a head/shoulders top and megaphone
patterns. Key support is 1,686-1,777 and key
resistance is 2,000-2,100.

Despite a 199.5% rally from its 2008 low the Japanese stock market
continues to trend higher after breaking out of its pivotal 1996
downtrend at (15,400). It is now challenging next key resistance at
20,883-21,573 or the Jun '94/Jun '97/Apr '00/Jun and Aug '15 highs. An
overbought condition suggests a trading range between 19,000-21,000.
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Currencies – US Dollar Index, Euro and Yen
US Dollar Index (DXY) has confirmed 3 major breakouts: 2-year trading range at 84.75 (Sep '14), 9-year symmetrical

triangle at 85.5 (Sep '14) and a 30-year falling wedge at 87.25 (Nov '14). The latter breakout ends the 30-year structural

bear trend in DXY and the start of sustainable cyclical or structural bull. Based on the 42% rally in the past 7 years a

high level consolidation similar in scope to Aug '97-Jan '00 is possible before higher prices. Breakout above 100.39-

101.8 (Mar '15 highs and 61.8% from 2001-2008 decline) renders upside targets to 106.56-109.14 (Jun '89 high, 2005

triangle move and 76.4% retracement), and 117.71-121.02 (2001 highs). Key supports: 92-93.5 (38.2% retracement

from May '14-Mar '15 rally), 89-90 (50% retracement) and 85-87 (2014 breakouts and the 61.8% retracement).

EUR/USD has broken key support at 1.2040-1.2132 or the Jul '12 low, 50% retracement from 2000-2008 rally and

the bottom of a triangle/neckline support. This breakdown warns of a retest of .99-1.01 coinciding with the pivotal

1985/2001 uptrend, 76.4% retracement from 2000-2008 rally, and the Jun '89 lows. Below this support suggests

downside risks to .8334-.8560 (2001/2002 lows) and then Oct '00 low (.8225). Based on the 0.44 technical base a

breakdown at 1.21 still renders a downside to 0.77, longer term. However, an oversold condition coupled with ability

to maintain key initial supports at 1.0808-1.0818 (May/Jul '15 lows) and 1.0414-1.0456 (Aug '97/Mar '15 can trigger

a rally to initial resistances at 1.1322-1.1532 (10-mo ma and Feb/May '15 highs) and 1.18-1.21 (prior breakdowns).

USD/JPY has broken above several key resistances including 102.5-105 or the 1998 downtrend and
the 61.8% retracement of the 2008–2011 decline and recently above 122-124.16 (1990 downtrend
and Jun '07 high). A recent flag/pennant breakout above 122 has led to a rally towards 126.82-
127.9564 (May '01 highs and the 61.8% retracement from 1998-2011 decline). A breakout here can
extend the recovery to 135.15 (Feb '02 highs) and possibly to long-term resistance at 140/147.63
(1976 structural downtrend/the Aug '98 high). An oversold condition has developed into the rally
that hints of a consolidation between 123-123.5 and 125.28-125.85. Additional supports: 122-122.5
(Jun '15 lows),120.38-121.20(Jul '15 lows and 30-wk ma), 118-118.47 (Mar/Apr/May '15 lows),
115.56-116.65 (Dec '14/Jan/Feb '15 lows), 109.29-110.66 (Aug '08 highs), 105.44-106.57 (Jan '14
highs), 100.74-102 (1999/2004/2005/2014 lows) and 94.98-96.55 (2013 breakout).

140

USD/JPY is testing key resistance at 126.82-127.9564 (May '01
highs and the 61.8% retracement from 1998-2011 decline). A
breakout here suggests upside targets to 135.15 and then to
140-140.3372, over time. In the meantime a trading range has
developed between low 120s and the mid-120s.

.99-1.01

1.21

EUR/USD has broken key support at 1.21. This renders next downside to 0.99-
1.01. However, based on the 25% decline over the past 10-months an
oversold technical rally is possible to 1.13-1.15 and possibly 1.18-1.21.

US Dollar has confirmed a 9-year symmetrical triangle and
the 1985 downtrend breakout renders a target closer to
107-109, longer-term. Similar to the prior 1992-2001
triangle breakout will a high level consolidation between
87-89 and 100-102 lead to the next major rally.

The prior 1997 triangle breakout above 91 (Jan '97) led to a sharp rally to 121.02 (Jul '01) as USD appreciated
54.78% in 106 months (from Sep '92 low of 89.19). However, the nearly 9-year bull rally was interrupted by a
2.5-year consolidation (from Aug '97 to Jan '00) between the low-90s and the low-100s before the resumption
of the uptrend. The current USD rally has gained 42% over 84 months. The 9-year symmetrical triangle breakout
at 85 suggests a 21.93-points base rendering an upside target closer to 107-109. Will a high level consolidation
now occur between key support (the high-80s to low-90s and key resistance in the low-100s (100-102))? Will
this set into motion the next major USD bull rally?

Breakout of a 30-year falling wedge at 87.25 (11/14)
confirms the start of a major recovery in the US Dollar
Index (DXY). This is similar in scope to the Jan '97
breakout leading to a strong rally as well as an
extensive Aug '97-Jan '00 high level consolidation. Will
DXY repeat the prior scenario progressing upwards to
100.39-101.80, 106.56-107, 109.14 and 117.71-121.02.
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Commodities – Bloomberg Commodity, Gold, Crude Oil, Copper
The 7-year 61.8% bear market decline in the Bloomberg Commodity Index has fallen to major support
along 172-187 coinciding with the 1997/2001 highs and the early 2003 breakout. Given the sharp
setback the ability to find key support here hints of a capitulation/selling climax bottom and a technical
oversold rally. Key initial resistance is at 203-213 corresponding to the Jan '13 breakdown, Jun '15 highs
and the 10-mo ma. to Dec '01 lows (146). A convincing breakout here suggests a return to 240-250 or
the Oct '14 breakdown, 30-mo ma, 23.6% retracement from 2008-2015 decline and 2008 downtrend.

Gold declined 67% during 1980-1985. Gold has now fallen -44% over the past 46 months. The
violation of key support at 1,132.9-1,144.3 (Nov '14 and Mar '15 lows) opens the door for a decline
to 1,015-1,082 (50% retracement from 1999-2011 rally, 2009 breakout and bottom of 2013
downtrend channel. A deeply oversold condition coupled with the ability to maintain this key support
(1,015-1,082) may lead to a technical oversold rally to 1,140-1,183 (10-wk/30-wk ma). Key secondary
resistance is 1,246-1,304 (Jan '15 highs and 2013/2014 downtrends).

The 61% bear decline in WTI Crude may be nearing another inflection point as it retests its Mar '15
lows (42.03) and the May '04 pivotal breakout (41.15) Sep '99 high (37.8).The ability to find support
here coupled with a deeply oversold condition may ignite a technical rally back to 53-55 or the 10-
wk/30-wk moving averages and above this to a retest of the May/Jun '15 highs at 61.82-62.58. A
breakout here is technically significant as this confirms a double bottom pattern and renders upside
targets to 67.13 (medium term) or 38.2% retracement from 2014-2015 decline and possibly to
74.88/82.63 (longer-term) or the 50-61.8% retracement. However, failure to maintain the Mar '15
lows (42.03) and May '04 breakout (41.15) confirms a double top breakdown and opens the door for
a decline to the Sep '99 high at 37.8 and below this to 32.4 or the Dec '08 reaction low.

Copper remains in a 4-plus year downtrend channel between 2.34-2.52 and 3.24-3.39. A 50% decline
has created a deeply oversold condition. The ability to find support at 2.39-2.54 or the 61.8%
retracement (2.54) from its 2008-2011 rally and Feb '07 reaction low (2.39) can trigger a technical rally to
key initial resistance at 2.51-2.66 (10-wk/30-wk ma) and above this to 2.73-2.85 (Dec '07 and Jun '10
lows). Intermediate term resistance is at 2.93-3.0 (pivotal Feb '13 downtrend, May '15 highs, and Dec 14
breakdown). Longer-term resistance is 3.24-3.39 or the top of the 2011/2012 downtrend channels. On
the downside, violation of 2.31-2.39 suggests 2.04 (76.4% retracement from 2009-2011 rally).

Trading support/resistance ���� 41.15-42.03 and 52-53
Medium support/resistance ���� 37.8 and 61.82-62.58
Intermediate support/resistance ���� 32.4 and 67-75
Longer-term support/resistance ���� 26.8 and 83

Is the current bear decline in Gold (-44% over the past 46
months) similar to the prior Jan 1980 to Feb 1985 bear
decline (-67.86% in 62-months). However, a deeply oversold
condition can lead to a near-term technical rally.

Bloomberg Commodities Index has plummeted
61.8% and is now trading near its prior major
breakout at 172-187. A successful test here may
signal a capitulation/selling climax bottom. Key
resistance is 203-213 and then 240-250.

172-187

A well defined downtrend channel
remains intact between 2.34-2.52 and 3.24-
3.39. A positive outside week on 8/14/15,
if confirmed, hints of a major bottom.
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Fixed Income–US 10/30 T-Yields(TNX/TYX) & MOVE/VIX Ratio
For the past 34 years (since 1981) TNX has been in a disinflationary environment (accommodating rates).
However, recent conflicting technical signals have created a mixed medium-term technical outlook. A
monthly golden cross buy signal (Aug '13), a positive outside month (May '13) and a potential large
Head/Shoulders Bottom pattern (since 2008) warn of higher rates to 2.5-2.65/3.04/3.32-3.47%.
However, negative outside months (Jan/Jul'14), Feb' 15 death cross sell and a medium-term 2011
Head/Shoulders bottom pattern also hints of lower rates to 2.1-2.14/1.8-1.84/1.61-1.64/1.38%.

The top chart shows an overlay of two key implied volatility indexes – Move Index (Merrill Lynch Option
Volatility Estimate) or the implied volatilities of 4 key US Treasuries (2-year (20% weighting), 5-year
(20%), 10-year (40%) and 30-year (20%)) and the VIX Index or the implied volatility of SPX Index. The
bottom is a chart of a 2-standard deviation band of the MOVE/VIX ratio. Key interpretation: MOVE and
VIX Indexes continue to trade below their respective key resistances (98/20.5) preventing a breakout in
volatility. The MOVE/VIX ratio (5.59) has converged towards an inflection point as failure near the top
of its regression band (6.47), 2006 trend line (6.1) and Feb'15 high (6.85) hint of the MOVE/VIX ratio
mean reverting to its midpoint (4.14) and 2009 uptrend (3.46). This trend is bullish for SPX/Treasuries.

In Jan '15 TNX declined to 1.64% or just above its May reaction '13 low (1.61%). A successful test of
support here has led to a new near-term uptrend channel between 2.05-2.14% and 2.5-2.65%.
Violation of 2.05-2.14% or the May '15 lows, 150-day/200-day ma, the bottom of the Feb '15
uptrend channel and extension of the Nov '14 triangle trend line can lead to the resumption of the
downtrend in yields to 1.8-1.84% (Apr '15 lows) and below this to 1.61-1.64% (May '13 and Jan '15
lows). The Jul '12 record lows at 1.38% remains major support. On the upside, a successful test of
2.05-2.14% can trigger a rally in yields back to key initial resistance at 2.5-2.65% or the Jun '15 highs,
top of the Jan '15 uptrend channel and the 2010 downtrend line. Trading above this supply zone
warns of a higher interest rate environment to 3.01-3.04% (Sep '13/Jan '14 highs) and above this to
3.32-3.47% (top of the long-term structural downtrend channel).

30-year US Treasury yields (TYX) has led pivotal turns in US interest rates, at least for the past 7 years as
TYX has consistently peaked near the top of its long-term downtrend channel (i.e., 5.44% - Jun '07,
4.86% - Apr '10, 4.79% - Feb '11 and 4.0% - Dec '13). It is interesting to note that TYX has diverged
against TNX as the former shows a lower-low formation as compared to the later which is currently
showing a higher-low pattern. This divergence is unusual and my be signaling an inflection point in rates.
Recent failure to clear above it s 30-mo ma (3.21%) hints of a retest of key support at 2.44-2.51/2.22%.

A potential medium term Head and Bottom top may
be developing in TNX (10-yr T-Yields). Left shoulder
(2.4-2.42% - Oct '11/Mar '12), head (3.04% - Dec
'13/Jan '14) and right shoulder (2.5% - Jun '15).

Lower-lows = 2.51 (Dec '08), 2.44 (Jul '12), 2.22% (Jan '15)

The US 30-yr T-Yields (TYX) continues to diverge from its
10-yr T-Yields (TNX) as evident by a lower-low formation
during: 2.51% (12/08), 2.44% (7/12) and 2.22% (1/15).

Higher-lows = 1.39 (Jul '12), 1.64% (Jan '15)

Above 2.58% ���� 2.65-2.71, 3.01-3.04, 3.48%.
Below 2.07% ���� 1.8-1.87, 1.61-1.64%, 1.38%

Top of band = 6.47
Middle band = 4.14
Bottom band =1.81

A new uptrend channel has developed (2.07% and 2.58%).

MOVE/VIX ratio mean reverting back to the middle of its band hints of the 
continuation of the SPX cyclical bull rally as well as the US Treasury rally.
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S&P 500 Sectors – Consumer Staples & Telecom Services
S&P Consumer Staples sector retains its near-to-intermediate term uptrend channels.
This suggests higher prices, intermediate to long-term. However, a negative
divergence exits between its price and Relative Strength/MACD charts. This warns of
either a maturing trend, selective market or a flight to safety rotation by defensive
investors. A breakout above 517 suggests upside targets to 530-535 and 548-50. A
breakdown below 482-486 suggests 475-478, 468-470, 443-450 and 437.

S&P Telecom Services remains confined to trading range between the mid-140s
and the low-to-mid 160s over the past 2-plus years suggesting a Neutral trading
range scenario. On an intermediate term basis, we remain concerned about the
2009 broadening top as well as a triangle pattern. Violation of key support at 143-
147 confirms a major top and the start of a more prolonged and extensive decline
towards the mid-to-high 130s. A breakout above 162.5-165 signals a recovery.

A descending triangle breakdown in the Relative Strength chart does not bode
well for the sustainability of the Telecom Services recovery. MACD indicator is
also struggling near the midpoint of its longer term trading range.

Relative Strength and MACD indicators continue to trade within a tight range over
the past few years. This in sharp contrast to its price which is threatening to trade to
new all-time highs. The above negative divergences signal a selective market.

Broadening Top and a triangle
pattern still warn of a challenging
environment. Breakdown is
confirmed below 143-147 and
breakout occurs above 162.5-165.

Relative Strength breakdown warns of longer-term
underperformance. MACD is stuck in trading range.

S&P Consumer Staples is attempting to
breakout above its prior high (517) and the
top of its 2009 uptrend channel (530-535).
Key support is now at 482-486 or the
Jun/Jul '15 lows and 2011/2013 uptrends.

Relative Strength and MACD indicators remain
confined to their longer-term trading ranges.
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S&P 500 Sectors – Energy and Financials
The S&P Energy sector has declined 34.2% and is testing key support along 460-490
or the 61.8% retracement from 2009-2014 rally, Jun'12 lows, the 76.4%
retracement from 2011-2014 rally and the extension of the 2008 triangle breakout.
A successful test here coupled with an oversold condition may trigger a rally to 530-
545 (10-wk ma, Jul '15 breakdown and the 23.6% retracement from 2014-2015
decline) and above this to 563-587 (38.2% retracement and the 30-week ma),

S&P Financials continues to recover from its 2007-2009 bear decline. However, it
is now nearing crucial resistance along the 61.8% retracement (346) from 2007-
2009 decline. A recent small triangle pattern breakout above the low-330s hint of
the next sustainable rally towards 339-341, 346 and then to the mid-350s. Trading
below 320-328 or the 2011/2013 uptrends warns of a deeper correction to 309
(Feb '15 lows) and below this to 290-295 (Oct '14 lows).

Since the 2009 low, the relative strength trend has steadily improved.
However, it still needs to surpass its intermediate term resistance near the
2013/204 highs to solidify the start of a sustainable outperformance cycle.
MACD indicator remains confined to a trading range.

Relative strength continues to set lower lows support underperformance against
SPX. The MACD has bounced from an extreme oversold condition but is beginning
to fade again. If this trend continues this warns of another downturn.

S&P Financials is the second largest S&P
sector (16.94% market-cap) and therefore
an influential driver of SPX. A recent
triangle breakout above the low-330s
signals a rally to 339-341, 346 and possibly
to the mid-350s. Key support is at 320-328.

Relative Strength is favorable but the MACD
remains lackluster suggesting stock selectivity.

S&P 500 Energy is deeply oversold and the
ability to find key support at 460-490 may
trigger a technical rally to .530-545/563-587.

Relative strength has declined to extreme levels
prompting a technical oversold rally. MACD has
rallied but remains confined to a trading range.
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S&P 500 Sectors – Utilities and Industrials
The S&P 500 Utilities sector remains the second smallest market cap weighted S&P
sector (2.91%). However, it is a good proxy for US interest rate trends. Was the
breakout last year above 211/225 a false breakout and/or bull trap? If so is this a
warning of impending higher US interest rates? A head/shoulders top has quietly
developed over the past year. Key support is evident near 205-212 coinciding with
its prior 2014 breakout, the bottom of its 2009 uptrend channel and its neckline
support. Key resistance initial resistance is at 225-231 or the left/right shoulders.

S&P Industrials appears head for higher prices after 3 key technical breakouts
above major resistances (450/381/337). However, failure to clear above 500 or the
top of its 5-year uptrend channel (500-510) has triggered a sharp correction. In
the process the violation of support at 460-470 or neckline support, 2011 uptrend,
the 2000 internal trend line and a death cross sell signal warn of a deeper
correction to 440 and below this to 418-426 and possibly to 381-400 or a retest
of the pivotal Jul '13 breakout and the bottom of the 2009 uptrend channel.

Relative strength and MACD indicators have reversed direction and are now
headed downwards. This may be signaling a deeper correction.

The Relative Strength chart and its MACD indicator continue weakened further
setting lower lows. This warns of a potential top and suggests the recent major
breakout at 211-225 may have been a false breakout/bull trap.

S&P Industrials is fifth largest S&P sector
(10.03% mkt cap) and an important
economically sensitive sector. The recent
breakdown of key support at 460-470 warns of a
deeper correction.

Relative Strength and MACD indicators have been
deteriorating and this warns of loss of leadership and/or
maturing trend.

S&P 500 Utilities may have successfully tested
crucial support along 205-212. However, a
head/shoulders top still warns of volatility.

Relative strength and MACD indicators remain weak
as they continue to decline further.
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S&P 500 Sectors – Healthcare and Technology
Over the past 3-plus years the S&P 500 Healthcare sector has appreciated 161% and
continues to outperform many of its S&P peers. The ability to sustain higher prices
may be the result of the ability of this sector to maintain above its 30-week ma (851)
and the respective 2013 uptrend channel (831). Nonetheless, given the extent of the
rally a convincing violation of key support at 831-851 may trigger a decline towards
the mid-to-high 700s and below this to longer-term support at 670-685/573-575.

S&P Info Tech rally has repeatedly stalled near 730-735 coinciding with its 2015
highs. Despite this near term setback higher prices are still possible to retest its
76.4-100-% retracements from 2000-2002 decline at 796 and 988.5, respectively.
To achieve these upside targets, it must not violate its key initial support at 680-
685 and secondary support at 656-663. A breakdown here warns of a deeper
correction towards 603-630 or its 2004/2009 uptrends and the Oct '14 lows.

Relative strength and MACD indicators have improved since Apr/Jul '13
bottom. Nonetheless, a breakout above the 2012 highs are still needed to
reinforce a sustainable recovery and a retest of the 2000 all-time highs.

S&P Info Tech sector remains the largest
(19.88%) and most influential of the major S&P
500 sectors. Its has weakened over the past
month. However, as long as it retains its key
initial support at 680-685 (Jul '15 lows and Apr
'13 uptrend) and key medium term support at
607-630 (2004/2009 trend lines) it can still rally
to 724-731 (near-term), the 76.4% retracement
at 796 (intermediate-term) and then to the
100% retracement at 988.5 (longer-term).

The Relative Strength and MACD indicators have
stalled as it neared their respective 2012 highs.

S&P Healthcare sector is the third largest S&P
Sectors (15.4% market-cap) and one of the best
S&P performers over the past three years as
evident by the steep uptrend channel. Note that
the crucial 30-wk ma (851) and 2013 uptrend
(831) have contained prior major downdrafts.
Key resistance remains near the top of its
uptrend channel along 910/935.

Strong Relative Strength suggests continued market
leadership role but MACD is testing its 2009 uptrend..

S&P Healthcare sector continues with its leadership role as evident by the strong
Relative Strength chart. However, the MACD indicator has peaked during Dec 2014
and has been correcting over the past year. A successful test of the 2000 uptrend
may signal the start of another sustainable price rally in this sector.
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S&P 500 Sectors – Materials and Consumer Discretionary
A large 6-year triangle breakout (at 238) suggests an upside target to 420, longer-
term for S&P Materials. However, we have become increasingly concerned about the
lack of a follow through to this breakout as well as the rolling over of its 10-wk/30-
wk moving averages. A 1-year trading range between 275-289 and 321-327 is
nearing an inflection. A breakdown below 275 confirms a 2009 uptrend breakdown
and warns of a decline to 257 or to the pivotal 2013 breakout and the Feb '14 lows.

S&P Consumer Discretionary continues to be a leadership sector. Although this
economically sensitive sector has exceeded a number of technical targets we
expect higher prices to 638-640 and above this to 660 and then 680, over time.
Initial support moves up to 597-605 coinciding with the Jun '15 lows, 30-wk ma
and the bottom of its Mar '15 uptrend channel. Secondary support is also available
near 574-579 or the 2014 channel breakout and the Feb '15 breakout.

This economically sensitive sector remains one of the better performers this year
as evident by a rising relative strength trend (vs SPX). However, we are still waiting
for the MACD indicator to confirm a breakout to new highs.

S&P Consumer Discretionary is the fourth
largest (12.74%) market-cap S&P sector. It
continues to be the best S&P 500
performing sector since Mar '09 market
bottom. Key initial support is at 597-605.

The Relative Strength (vs SPX) has broken to new
highs signaling relative leadership. However, MACD
indicator has yet to confirm above its 2013/2014 highs.

S&P Materials Relative Strength (vs SPX) and MACD
charts continue set breakdown setting lower lows.

S&P Materials is the third smallest (2.96%) S&P
500 sectors. A breakdown below key support
at 275-289 warns of a top and the next sell off.

Although the price charts may be confined to a Neutral trading range, the Relative
Strength and MACD charts have (negatively) diverged from its price. If the above
trends continues this will likely lead to a top and the start of deeper setback.
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% of S&P 500 Stocks at 52-wk Highs and at % at 52-wk Lows

In the past few months the % of S&P 500 Stocks at 52-wk highs indicator (6.69)
has fallen towards key support along its 2012-2015 lows at 1.5-2.5%. Will an
oversold condition develop here prompting a technical rally back to the low-to-mid
teens? Or is the recent low readings a sign of waning market breadth and a
matured SPX rally?

The % of S&P 500 stocks at 52-wk lows (5.26) has rallied sharply over the past
few months surpassing its Sep-Oct '14 rally. During the prior sharp rise in 52-wk
lows from Sep-Oct '14 this lead to SPX correcting 9.84% before staging a strong
year end rally 2014 to new all-time highs. If the indicator continues to expand
further will a similar SPX correction occur heading into seasonal weakness period.
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% of S&P 500 Stocks above 200-day MA and SPX/VIX
The % of S&P 500 Stocks trading above its 200-day moving average (52.37%) has
also weakened dramatically as it appears headed towards the Oct '14 reaction lows
and the bottom of its 2-13/2014 downtrend (52-53). Failure to maintain this key
support warns of a deeper selloff. Despite weak market internals SPX continues to
maintain key support at 2,044-2,063.5 (Jul '15 lows) creating a higher low
pattern. An oversold condition may trigger a rally to key resistance at 2,130-2,135.

The SPX implied volatility (VIX-13.39) has been confined to a wide trading range
between the low-teens (10.88-11.71) and the low-to-mid 20s (24-25). However,
over the past 4 months the band has contracted to 10.88-11.71 and 16.27-17.19.
Also note that the upper end of the band also coincides closely to the large Jul '15
gap down as well as the Oct/Dec '14 downtrend. A breakout suggests a deeper
SPX correction and a breakdown of 10.88-11.71 can trigger the next major rally.
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% of NYSE Composite & DJIA stocks>200-day Moving Avg.
The US listed market as represented by % of NYSE Composite stocks above its 200-
day ma (40.18) has been one of the weakness US based index as it appears headed
for a retest of its Oct '14 lows (36-37). A breakdown here coupled with NYA
breaking its major Feb '14 breakout at 10,387-10,622 warns of a deeper correction
towards major longer-term support coinciding with the Oct '14 lows (9,886) and the
2009 uptrend (9,682).

The % of DJIA stocks above its 200-day ma indicator (56.17) has fallen sharply
and slipped below the bottom of its 3-year downtrend channel as well as below its
Nov '13 bottom. Although a near-term oversold technical rally is possible this
breakdown and violation of DJIA intermediate term support at 17,600-17,700
warns of a decline to 17,038-17,287 or the Jan '15 low and Oct '11 uptrend.
Violation here can trigger a deeper correction towards 16,160-16,650.
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% of S&P 100 and NASDAQ 100 > 200-day Moving Avg.
The mega cap S&P 100 Index (OEX) has lost its market leadership role and has
significantly diverged from many of its US peers. The rising Dollar may be negatively
impacting this index as many of its components are large US multi-national names.
The recent breakdown in the % of S&P 100 (OEX) Stocks trading above its 200-day
ma (54.555) below 58/61 is negative. OEX is headed towards crucial support along
890-910 or the bottom of its 2011-2014 uptrend channel and Feb 2015 lows.

We remain bullish on NASDAQ 100 Index (NDX) on a longer term basis and
believe this large cap OTC market can still challenge the top of its uptrend channel
(4,900) as well as its Mar '00 all-time high (4,816). However, market breadth as
represented by the % of NASDAQ 100 stocks trading above its 200-day ma
(60.35) continues to decline falling below its pivotal Nov '13 uptrend (69-71). NDX
must hold onto its key initial support at 4,280-4,350 and 4,150-4,200.
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% of Mid-Cap and Small-Cap stocks>200-day Moving Avg.
After leading the marketplace for the past 10-plus years the Mid-cap (MID) market
have slowed considerably starting on May/Jun '13 as a series of lower higher/lower
lows on the % of S&P 400 stocks trading above its 200-day ma indicator (49.84)
confirms a negative divergence between the price and indicator. The recent violation
of the indicator below the mid-50s warn of narrowed market breadth and loss of
leadership/maturing trend. On a price basis, next key support for MID is near 1,460-
1,470. A breakdown here renders next downside risks to 1,400-1,415.

The % of small cap stocks trading above its 200-day ma indicator (49.61)
continues to deteriorate further as it has recently violated key support near its
Nov '15 breakout as well as the extension on its pivotal Aug '13 downtrend
breakout. Next support is visible at 46-47./40-41. SML Index has also broken key
near-term support at 700-710 coinciding with its 30-week ma, May '15 lows and
the Oct '14 uptrend. This breakdown warns of a deeper correction towards 660-
675 or its 2011/2012/2014 uptrends and the Dec '14 and Jan/Feb '15 lows.
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Global Markets/QE Programs/9-inning Baseball Game Analogy

3rd Inning 

5th Inning European Equities – MSCI EMU Index
ECB LTRO program – Long Term Refinancing Operation 

2-stage program – stage 1 (12/21/11) and stage 2 (2/28/12), 

QE program (1/22/15) –$1.3 trillion until 9/16

Start of the Game (cyclical recovery) – (3/09)

Emerging Markets Equities - MSCI Emerging Markets Index

Japanese Equities - Nikkei 225 Index

Bank of Japan – Governor Kuroda and Prime Minister Abe - Asset Purchase 

program (4/13), BOJ and Gov't Pension Fund Massive Stimulus (10/14), 

Corporate Governance Code Reform (12/14 Proposal and 6/15 Adoption)  

US Equities - SPX Index

TARP - Troubled Asset Relief Program (10/08), 

QE1 (11/08), QE2 (11/10), Operation Twist 

(9/11), QE3 (9/12 and 1/13) , QE3 Tapering 

announced (12/13),  End of QE3 (10/14)

End of the Game – Bottom of the 9th Inning – (???)

8th Inning?

1st – 2nd Inning

1st Inning Frontier Markets Equities - MSCI Frontier Markets 100 Index
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US Economic/Business Cycle, Sector Rotation & Duration

Early 
Expansion

Middle 
Expansion

Late 
Expansion

Early 
Contraction

Late 
Contraction

Transportation

Technology

Services

Capital Goods 
Industrials

Basic 
Materials

Energy

Consumer 
Staples

Utilities

Financials

Consumer Cyclicals

Early Expansion – 12 to 18 months

� Inflation = Continues to fall 

� Interest Rates = Bottoming out

Middle Expansion –12 to 18 months

� Inflation = Bottoming out

� Interest Rates = Rising modestly

Late Expansion – 12 to 18 months

� Inflation = Rising

� Interest Rates = Rising rapidly

Early Contraction – 6 to 9 months

� Inflation = Rising less strongly

� Interest Rates = Peaking

Deep Contraction – 6 to 9 months

� Inflation = Flat to Declining

� Interest Rates = Falling 

1 complete cycle – 48 to 72 months

or 4 to 6 yearsMarch 2009 2016?2014

Healthcare
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Appendix

% +or- Moving Avg (DMA) The percentage above or below the moving average (see Moving Average) is used to help measure an overbought 
or oversold condition and is a component of risk management. It is calculated by taking the difference between 
the group price and its 30-week moving average (see below), and then dividing by the 30-week moving average 
times 100. 

30-Week Moving Average Also known as the 30-week line or 150-day line), this is one of the most popular and respected moving average 
indicators (see Moving Average) in technical circles. It is calculated by totaling the latest 30 weekly (usually Friday 
closing) prices and dividing by 30 to arrive at the average. Each week, the most recent week’s figure is added to 
the total, and the price level from 30 weeks ago is subtracted – hence the term “moving.” Please note that a 
breakout above or breakdown below this line does not, in and of itself, constitute a buy or sell signal.

Adjusted Relative Strength (ARS) Number gives a 50% weighting to the 1-month relative strength, 30% to the 3-month, and 20% to the 6-month 
numbers to arrive at a single weighted number.

Base A chart pattern marking a period of accumulation following a downtrend. The larger the base, the greater the 
upside potential following its completion. A base can take many forms.

Beta A measure of volatility of a security as it relates to the market as a whole. Beta is often calculated using regression 
analysis. A beta is basically the tendency of a security’s returns to respond to swings in the market. A beta of 1 
indicates that the security’s price will move with the market. A beta of less than 1 means the security will be less 
volatile than the market. A beta of greater than 1 implies that the security’s price will be more volatile than the 
market.

Blow off stage to a major rally This is often the last stage of a speculative bubble to a major rally.  The blow off phase tends to be steep, but short-
lived that often affords little opportunity for investors/traders to exit their positions. As price of a security or an asset
advanced to an unsustainable level via a parabolic uptrend this give rise to the bursting of the speculative bubble 
resulting a quick and dramatic decline as investors/traders try to exit the market/security at the same time.

Breakdown

Breakout A technical term indicating an upside resolution of a chart pattern. Breakouts can take many forms, and their degree 
of importance is determined by the significance of the chart pattern which preceded it.

A technical term indicating a downside resolution of a chart pattern. Its significance is determined by the same 
factors governing a breakout.
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Appendix

A technical analysis term used to describe potential areas of support (price stops declining) or resistance (price stops 
rising) on the charts. After a strong rally or decline there is a tendency for a security to retrace a certain portion of its
prior move (up or down). Fibonacci retracements use horizontal lines to indicate areas of support or resistance at 
the key Fibonacci levels before continuing in the original direction. These levels are computed by taking the two 
extreme points and then dividing the vertical distance by the key Fibonacci ratios of 23.6%, 38.2%, 50%, 61.8% 
and 100%.

Fibonacci Retracement Level

A trend line connecting successively lower peaks for a stock (or market). Its technical significance is determined by 
the same factors governing an uptrend line.

Downtrend Line

The opposite of a golden cross, this is a crossover on the chart resulting from a security’s shorter-term moving 
average falling below its longer-term moving average. Technicians often see this as a bearish technical sign 
indicating the market has turned negative on the security.

Death Cross

A chart pattern comprised of two parallel trend lines, which form a trading band. Channels take the form of 
uptrend, downtrend and horizontal.

Channel

Forecast Stock Return is defined as expected percentage price appreciation plus gross dividend yield over the next 
12 months.

FSR

Fan reversal pattern The fan formation is a technical pattern that is based on the use of multiple trend lines to denote a major trend 
reversal. The fan pattern gets its name as it basically resembles a “fan”. It should have a minimum of three trend 
lines (uptrends or downtrends). The break out/break down of the third downtrend/uptrend often completes the fan 
pattern and signals the start of a major trend reversal. The starting point of these trend lines should come from a 
significant peak or a significant trough.

Broadening Top Formation The Broadening top is a rare technical formation that resembles an inverted triangle pattern. It is formed by price 
swings that are increasingly widening and expanding volume. The most common of these broadening top patterns 
are the three ascending peaks and two descending troughs. The combination of wide price swings and increasing 
volume often convey an increasingly volatile and emotional market that's basically out of control. This pattern is 
often associated with market tops rather than market bottoms. The confirmation of the Broadening top occurs when 
the price violates the second of these two troughs.
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Appendix

A crossover on the chart that involves a security’s shorter-term moving average (such as the 50-day moving 
average) crossing above its longer-term moving average (such as the 150-day or 200-day moving average). 
Technicians often interpret this crossing of two moving averages as a bullish technical sign that suggests the market 
has turned in favor of the security.

Golden Cross

An open space in a chart created when a stock (or market) opens either higher than its highest level attained during 
the prior session (referred to as a gap up or an upside chart gap) or lower than its lowest level reached during the 
prior day (called a gap down or a downside chart gap). Some gaps are caused by events and should be ignored: ex-
dividend gaps, new share issues, and expiration of futures contracts.

Gap

Head-and-Shoulders Pattern This technical formation is one of the best known of the reversal patterns. There are two types of head-and-
shoulders patterns that often appear on the charts – H/S top and H/S bottom. Both of these patterns often denote 
the process of a reversal either from a bullish or bearish trend. Head-and-shoulders formation often is comprised of 
a left shoulder, a head, and a right shoulder, and a line drawn across its shoulders defines its neckline. The breaking 
of the neckline to the upside confirms a head-and-shoulders bottom breakout, which signals the start of a bullish 
reversal favoring higher prices. The violation of neckline to the downside validates a head-and-shoulders top, 
reaffirming a bearish reversal of lower prices.

Internal Trend Line A single trend line connecting at least several high and low points for a stock (or market) over time.

Linear Regression Band A common statistical technique often used by investors/traders to better forecast values by utilizing the least 
squares fit method to plot a trend line.  A linear regression band consists of upper and lower bands.  These 
bands are calculated by computing the number of standard deviations above or below of the regression line.

Moving Average (m.a.) This is a technical indicator frequently used in technical analysis to show the average value of a security’s price over a 
set period of time. This tool is designed to smooth out a stock’s (or market’s) shorter-term fluctuations to provide a 
better picture of an underlying trend. Moving averages generally are used to measure momentum and define areas of 
possible support and resistance. Moving averages can be helpful as they emphasize the direction of the dominant or 
prevailing trend and also tend to smooth out price and volume fluctuations, or “noise,” giving the trader or investor a 
clearer picture of the security in question. Many moving averages exist.
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Relative strength is a performance comparison between a sector, group, or stock and the S&P 500 Index over a 
specified time frame. Our time frame is often a one-, three-, and six-month basis but does vary according to 
investment orientation.

Relative Strength

When one day’s range (high and low) exceeds the prior day’s range, and the stock (or market) in question closes 
near its daily peak, this is referred to as a positive “outside” day. A negative “outside” day would be recorded if the 
stock (or index) finished near its daily low after having a wider range than the prior session. The same rule can be 
applied on a weekly and monthly basis as well.

Positive/Negative “Outside” Day

Opposite of Overbought.  A technical condition that occurs when the price of a security has fallen to such a degree 
that the price becomes undervalued or has reached the lower band of its trading range prompting a potential rally.

Oversold

A technical condition in which the price of a security has risen to such a degree that the price becomes overvalued 
or has reached the upper band of its trading range resulting in a potential pullback in price.

Overbought

This is a trend line that is drawn across the bottoms or tops of the left shoulder, the head and the right shoulder of a 
potential head-and-shoulders bottom or top pattern. When prices break through this neckline support level and 
continue falling after forming the right shoulder, it confirms a head-and-shoulders top formation. Conversely, 
neckline resistance is a trend line drawn across the tops of the left shoulder, the head and the right shoulder. When 
prices break above this neckline resistance level and keep on rising, it typically completes the head-and-shoulders 
bottom pattern.

Neckline Support/Resistance

Market Return Assumption is defined as the one-year local market interest rate plus 5% (a proxy for the equity risk 
premium and not a forecast).

MRA

RRD Rating/Return Divergence is automatically appended to the rating when stock price movement has caused the 
prevailing rating to differ from that which would be assigned according to the rating system and will be removed 
when there is no longer a divergence, either through market movement or analyst intervention.

Support An area where increased buying interest is likely to develop during a decline. These points, which can take several 
forms (minor, major, etc.), often provide downside protection for an issue in a primary uptrend, but only temporary 
relief to an issue in a primary uptrend, during which time many support levels are often broken.
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There are three different types of Triangle patterns  – Symmetrical, Descending and Ascending.  Symmetrical Triangle 
is considered to be a continuation pattern that often signals a period of consolidation in a trend followed by a 
resumption of the prior trend.  It is formed by the convergence of a descending trend and an ascending trend. An 
Ascending Triangle is a bullish pattern, which is denoted by two trend lines – a flat trend line and an ascending 
uptrend line.  A Descending Triangle is a bearish pattern.  It is the opposite of the Ascending Triangle in that there is 
a flat trend line and a downward sloping downtrend line.

Triangle Patterns

A chart pattern marking a period of distribution following an uptrend. The larger the top, the greater the downside 
potential following its completion. It, too, can take many forms.

Top
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Disclaimer

Chief Investment Office (CIO) Wealth Management (WM) Research is published by UBS Wealth Management and UBS Wealth Management Americas, Business
Divisions of UBS AG (UBS) or an affiliate thereof. CIO WM Research reports published outside the US are branded as Chief Investment Office WM. In certain countries
UBS AG is referred to as UBS SA. This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment
or other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular investment objectives,
investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions could result in materially
different results. We recommend that you obtain financial and/or tax advice as to the implications (including tax) of investing in the manner described or in any
of the products mentioned herein. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/ or
may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be reliable and in good
faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to UBS and its affiliates).
All information and opinions as well as any prices indicated are currently only as of the date of this report, and are subject to change without notice. Opinions
expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS AG, its affiliates, subsidiaries and employees may differ from or
be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and
therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow
of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is considered risky. Past
performance of an investment is no guarantee for its future performance. Some investments may be subject to sudden and large falls in value and on realization
you may receive back less than you invested or may be required to pay more. Changes in FX rates may have an adverse effect on the price, value or income of an
investment. This report is for distribution only under such circumstances as may be permitted by applicable law.
Distributed to US persons by UBS Financial Services Inc., a subsidiary of UBS AG. UBS Securities LLC is a subsidiary of UBS AG and an affiliate of UBS Financial
Services Inc. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the
content of a report prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report
should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report have not been and
will not be approved by any securities or investment authority in the United States or elsewhere.
UBS specifically prohibits the redistribution or reproduction of this material in whole or in part without the prior written permission of UBS and UBS accepts no
liability whatsoever for the actions of third parties in this respect.
Version as per April 2015.
UBS specifically prohibits the redistribution or reproduction of this material in whole or in part without the prior written permission of UBS and UBS accepts no
liability whatsoever for the actions of third parties in this respect.
© UBS 2015. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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