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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
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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

arge Cap Index INDX ® StockCharts.com
$SPX &P 500 L, Cap In StockCh
15-May-2018 11:01am Open 2712.62 High 272045 Low 2712.17 Last 2715.61 Chg +4.18 (+0.15%) «
2300 — $SPX (Daily) 2715.61 287267
—8(200] 262539 CHEPNE
B600 | — $SPHADP 8772 79 (15 May) A za50
2400 g 17%5% 2800
a200 2730.13 780
ZT1561]
2000 o
2650
7800 F525.70
7800 ! 2600
7400 2681.88 2550
7200 2500
7000 2450
E300 2400
BE00 2350
5400 2300
5200 2280
B000 2190,15 2200
5300
2130.82/[2128.28 i 1‘2 2150
SE00 2109.79
2090.57
5400 l 2100
5200 n ’ I¥ 0S4 2050
201136 MP 2046 53 \
s000 1987 98 ‘ 2000
az00 200054
1972, 74 H 1850
4600
1890,30

2200
3600

400 150957 ¥ 1|00
1848 38
4200
186243 1867.61 1850
4000
1829.08
le‘sg 1800

2400 1709 67 174153

~ 1700
321863,16
3000 1850
2800
o0y 4 1800
24001 je73 .09 1850

JJ A 5 0O N D1 F M AMJI J A s 0 NP1 FMAMUI I A s 0 NDIFMA®MJI J A 5 0NN DITFM AMJ J A S 0 N D18 F M A M
Source: Stockcharts.com, Raymond James Ltd.

Please read domestic and foreign disclosure/risk information beginning on page 13
Raymond James Ltd. 5300-40 King St W. | Toronto ON Canada M5H 3Y2.
2200-925 West Georgia Street | Vancouver BC Canada V6C 3L2.




May 17,2018 | Page 3 of 13

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!
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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.
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Value Just CanéWelChtich BeBeed& 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.
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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
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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$1,200/0z. 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.
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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
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Calling the CAD a Loonie Business

Despite commaodity 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
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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 20187
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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
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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
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