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BREAKOUT! 
THE BULL MARKET DEFEATS THE SELLERS ONCE AGAIN. 

 
There were no fireworks, and few front-
page headlines, but after months of 
treading water the S&P 500 has finally 
thrown off the shackles of its trading 
range.  The move into the 2,400s was 
accompanied by new all-time highs for 
the Dow Industrials, the NASDAQ, the 
NYSE Composite and the Russell 2000.  
 
We detected signs that an upside 
breakout was imminent in our previous 
Market Comment which was headlined 
“The trading range is weakening. The 
markets want to resume the major up 
trend.”  Both the all-issue and common 
stock versions of the NYSE daily 
advance/decline line have made new all-
time highs and the percentage of NYSE 
stocks above their respective 50-day 
Moving Averages is growing  – these 
indicate that upside participation is 
growing as the breakout takes hold.  
However, the number of stocks making 
new 52-week highs still lags.  If the 
breakout is valid this indicator should 
improve. 
 
Due to the successful move above the 
trading range between 2,330 and 2,400, 
the 2,400 level now becomes a critical 
one for the S&P 500.  The trading range 
can now be seen as a three-month 
consolidation period within a larger major 
up trend that has now resumed.  The 
2,400 level should act as support for any 
pullback.  All of the recent action has 
taken place within the large up-trending 
channel that has been in effect since 
early 2016 (see green lines, next page).  
This trend channel has boundaries of 
2,300 and 2,500.  This means that the 
key numbers to watch on the S&P 500 
are 2,500 (implying an acceleration of 
the uptrend), 2,400 (suggesting a failure 
of the recent upside breakout) and 
2,300 (alerting a breakdown of the trend 
channel).  The 200-day Moving Average 
provides further support just below the 
trend channel at 2,280. 
  

Toronto’s story is not so bullish.  The 
positive view is that the S&P/TSX 
Composite Index continues to bounce off 
support at the key 15,300 level, it is still 
in its trading range and the Index is less 
than 5% from its all-time high.  But the 
pressure is pointing to the downside.  For 
the past month the S&P/TSX Composite 
Index has traded below its 50-day 
Moving Average, which is now starting to 
roll over.  The last month’s weakness 
also confirmed that a one-year upward 
trend channel has definitely been broken 
(see green lines, next page).  As one key 
sub-group (the Banks) starts to recover, 
others (Energy and Materials) continue to 
falter.  The percentage of Toronto stocks 
above their respective 50-day Moving 
Averages has declined from about 69% 
to almost 41% in the past two months.  
Internal momentum remains stuck in 
neutral.  And recent strength in New York 
is not boosting Toronto upwards.  
Toronto may need one final move to the 
downside to establish a truly oversold 
condition that then provides the base for 
a new move up.   
 
The S&P 500 has met its first test 
by breaking out above 2,400 and 
other segments of the New York 
market have joined the advance.  
The next test is to stay above 
2,400 and push the breakout 
higher with more and more 
stocks participating.  If that 
occurs then a move towards 
2,500 is very possible.  We would 
need to re-assess our bullish 
outlook only if the S&P 500 falls 
back and stays below 2,400.  
 
Our List of Investment Ideas 
highlights strong stocks with 
bullish technical profiles that 
should participate in any further 
upside advance.   
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The March to May trading range took the form 
of a “descending triangle” (see purple lines) 
which we identified in our last Market 
Comment.  The breakout above 2,400 
confirms that this trading range was a 
consolidation phase.  Since January 2016 the 
S&P 500 has had several of these horizontal 
phases – each time it has resolved into a 
resumption of the underlying uptrend. 
 
Support now exists at 2,400 and the rising 
50-day Moving Average is just below this 
level at 2,390.  Further support would 
materialize at 2,350.  As long as 2,400 holds 
the S&P 500 can set its sights on an upside 

target of 2,490 to 2,500, near the top of its 
trend channel.   The S&P 500 is currently 
moderately overbought and some backing 
and filling in the low 2,400s may be needed 
before it is ready to launch a move towards 
2,500. 
 
We are about to see how strong this 
recent breakout really is.  Remaining 
above 2,400 and then pushing on 
towards 2,500 appears to be the 
path of least resistance for the S&P 
500. 
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The S&P/TSX Composite Index remains 
trapped within the 15,100 to 15,800 
descending channel (see purple lines), but it 
is increasingly spending time near the lower 
side of that area.  The still-rising 200-day 
Moving Average, which acted as support to 
arrest a previous decline in mid-May, is now 
very close to the bottom of this trading range.  
The last month has seen the 50-day Moving 
Average, currently at 15,530, act as upside 
resistance.  
 
The inability of Toronto to react positively to 
recent strength in New York is a concern.  
Toronto is moderately oversold but it looks 

increasingly like a market that could become 
even more oversold.  This suggests that at a 
minimum the S&P/TSX Composite Index will 
again test its 200-day Moving Average, 
possibly even moving below this support level 
and spending more time in the low 15,000s. 
 
We expect that the S&P/TSX 
Composite Index will continue to 
weaken towards the 15,000 level.  
Toronto might need a mini-
breakdown below the trading range 
in order to act as the catalyst for a 
reversal to the upside. 
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