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Chart Attack! 
This week we look at a series of charts to help us take the pulse of the market and 
see what has/has not been working:  

Á The S&P 500 has made a nice recovery off the lows finding support at the 
200-day moving average multiple times since February 2018. Market 
breadth has been solid as the cumulative advance-decline line has made a 
new high, indicative that the advance in the market is broad based. 

Á While US large caps have performed well, look what has just recently broke 
out to an all-time high! The S&P 600 Small-cap Index took out overhead 
resistance this week after three failed attempts. The breakout was 
confirmed on the subsequent retest which has now become support. Small 
cap outperformance is an encouraging sign for the broader market. 

Á The strength in commodities has helped the S&P/TSX reverse course ripping 
over a thousand points in just 2 months. The index is in overbought 
territory, so we anticipate some backing and filling until we attempt a run at 
the 16,421 high achieved in January 2018. On a relative basis, the S&P/TSX 
has begun to outperform the S&P 500. 

Á Relative to the MSCI World Index, Japanese equities have yet to break out of 
a 3 year consolidation pattern. We are overweight Japan and have been 
adding to the country within our Global mandate. 

Á European equities relative to the MSCI World have struggled since 2016. A 
more accommodative ECB provided a bounce in April and May, but the 
relative trend points to continued underperformance. We are underweight 
Europe within our Global mandate. 

 
 

S&P/TSX Top 5 Gainers/Laggards* S&P/TSX Market Internals 

 
 

Source: Bloomberg, Raymond James Ltd; * 5-day price return 

Equity Market YTD Returns (%) 

Canadian Sectors Weight Recommendation

Consumer Discretionary 5.5 Market weight

Consumer Staples 3.3 Underweight

Energy 19.9 Overweight

Financials 34.0 Market weight

Health Care 1.2 Market weight

Industrials 10.0 Overweight

Technology 3.8 Market weight

Materials 11.6 Overweight

Communications 4.4 Market weight

Util ities 3.4 Underweight

Real Estate 2.8 Market weight

Technical Considerations Level Target  

S&P/TSX Composite 16,170 17,650                  

Source: Bloomberg, Raymond James Ltd.

Sectors are based on Bloomberg classifications
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S&P/TSX Comp

50-Day MA

200-Day MA
Weekly Advance 138 55%

Weekly Decline 107 43%

Advance-Decline 31

New 52 wk high 13 5%

New 52 wk low 5 2%

No. Stocks Above 50-d 167 67%

No. Stocks Above 200-d 129 51%

Arms Weekly Index 0.61 Neutral

RSI (14-day) 77.6 Overbought

50-DMA 15,536 Uptrend

200-DMA 15,670 Uptrend
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S&P 500 Finding Support 

The S&P 500 has made a nice recovery off the lows finding support at the 200-day moving average multiple times since February 2018. Market breadth has been 

solid as the cumulative advance-decline line has made a new high, indicative that the advance in the market is broad based. 

S&P 500 (Red line) Finds Support at 200-day; Market Breadth (Green line) Makes New High 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Good Things Come is Small Packages 

While US large caps have performed well, look what has just recently  broke out to an all-time high! The S&P 600 Small-cap Index took out overhead resistance this 

week after three failed attempts. The breakout was confirmed on the subsequent retest which has now become support. Small cap outperformance is an 

encouraging sign for the broader market. 

S&P 600 Small Cap Index Breaking Out! 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Sector View 

S&P 500 information technology is the only US sector to attempt to make a new 52-week high this week. On a relative basis, US consumer discretionary and 

information technology are the cyclical leaders, while the entire defensive sector complex are clear underperformers. An interesting divergence has appeared 

between US and Canadian industrials. US industrials have dramatically underperformed the S&P 500 since mid-April, which coincides with the sharp reversal in the 

US dollar. In stark contrast, Canadian industrials have printed a fresh new 52-week high and continues to be S&P/TSX leader among the 11 GICS sectors. 

US Industrials Underperformingé  éWhile Canadian Industrials Lead the Way 

 
 

Source: Stockcharts.com, Raymond James Ltd.  
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Value Just Canôt Catch a BreakéWell it Depends Where You Look 

Our 2018 contrarian value call has worked… yet it hasn’t worked. US value attempted a comeback in March and April this year, but gave back all its gains in May. As 

mentioned, US technology is the only sector to attempt to make a new 52-week high, so we believe this is the primary reason for the reversal. Canadian value, 

however, is a different story as the style has been showing good relative performance since mid-2017. We anticipate this will continue amid the strength in 

commodities price which has yet to be fully reflected in commodity-related equities. 

US Value Underperformingé  éWhile Canadian Value Lead the Way 

 
 

Source: Stockcharts.com, Raymond James Ltd.  
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S&P/TSX: A Thousand Points of Light 

The strength in commodities has helped the index reverse course ripping over a thousand points in just 2 months. The index is in overbought territory, so we 

anticipate some backing and filling until we attempt a run at the 16,421 high achieved in January 2018. On a relative basis, the S&P/TSX has begun to outperform the 

S&P 500. 

S&P/TSX Showing Signs of Life; Beating the S&P 500 Since March 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Commodities Corner: Gold 

Safe-haven gold cracked its 200-day moving average to the downside this week opening up a move toward US$1,200/oz. Gold’s underperformance began with a 

reversal in the US dollar which occurred in mid-April. The price action is suggestive that the markets will remain in risk-on mode in the near term. 

Breaking Bullionôs Back: Gold Cracks 200-day MA  

 
Source: Stockcharts.com, Raymond James Ltd. 
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Commodities Corner: Everything Else 

The Thomson Reuters/Jefferies Commodity (CRB) index, comprised of 19 commodities, has exhibited continued strength despite the move higher in the US dollar. 

We view this as supportive of risk assets, particularly for the Canadian market which is overly reliant on the commodity complex. 

CRB Makes New 52-Week High Despite $US Dollar Strength 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Calling the CAD a Loonie Business 

Despite commodity strength, the Canadian dollar has failed to respond. In our 2018 Outlook publication we called for the currency to trade in a range of US$0.78-

$0.82 as tailwinds (higher commodities) would be offset by headwinds (interest rate differentials). This appears to be playing out thus far, but the currency looks 

poised to break in either direction. The intermediate price action suggests the Canadian dollar may strengthen and this will certainly be the case if a NAFTA deal is 

announced in the coming weeks. The long-term trend, however, appears negative likely reflecting country-specific concerns.  

CAD Intermediate Trend Positive; Long-term Trend Negative 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Around the World in 30 Seconds 

Relative to the MSCI World Index, Japanese equities have yet to break out of a 3 year consolidation pattern. We are overweight Japan and have been adding to the 

country within our Global mandate. 

Japanese Nikkei Playing the Waiting Game; Breakout in 2018? 

 
Source: Stockcharts.com, Raymond James Ltd. 
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European equities relative to the MSCI World have struggled since 2016. A more accommodative ECB provided a bounce in April and May, but the relative trend 

points to continued underperformance. We are underweight Europe within our Global mandate. 

Europe Bouncing But The Trend Is Not Your Friend 

 
Source: Stockcharts.com, Raymond James Ltd. 
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Emerging markets have moved from strength to strength since 2016, but the recent underperformance relative to the MSCI World index coincides with the strong US 

dollar. The broader trend continues to point to better relative strength; however, should the US dollar continue to rise there is a potential for a reversal in 

performance. We are overweight emerging markets in our Global mandate. 

Emerging Markets: Watching the US Dollar for Direction 

 
Source: Stockcharts.com, Raymond James Ltd. 
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affiliates. Information is from sources believed to be reliable but accuracy cannot be guaranteed. It is for informational purposes only. It is not 
meant to provide legal or tax advice; as each situation is different, individuals should seek advice based on their circumstances. Nor is it an offer to 
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investment banking business from, any company mentioned in this newsletter. Securities offered through Raymond James Ltd., Member-Canadian 
Investor Protection Fund. Financial planning and insurance offered through Raymond James Financial Planning Ltd., not a Member-Canadian 
Investor Protection Fund.  
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investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.  The results presented 
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