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DJIA with 4-month and 13-month Moving Averages
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DJIA with 4-month and 13-month Moving Averages
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1970-1990 15 Signalsin 20 Years

The 20-year period from 1970 to 1990 illustrates a few instances when the 4- to 13-
month moving average crossover technique does not work. In 1978-1980, the

market traded in a relatively tight range of less than 20%, which caused false i
signals to be generated by the indicator. As a result, the market crash of 1987 |
occurred over a period of less than four months, and the signal was too late to be of
use. However, for the other major bull and bear moves during the period, the
technigue did an admirable job of identifying the trends.
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Long-Term Market Cycles 1925-2010
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We believe that the market is 10-12 years into a typical 16-18 cﬁc’_\\
year secular bear trend. This is when the market and economy o*&\ & ©
experience little growth and are instead in a boom-and-bust NN

cycle for an extended period. During this period the market may
offer better cyclical trading opportunities than long-term buy-
and-hold strategies.
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Looks like the 70’s Again
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S&P 500 @ e et e e e e Ao The similarities are striking between the
1500 past 12 years and the market of the
1,400(12 Years) '70’s. The economic cycles and factors

were different, but the market patterns
1,200 .. . .
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1200 time between the two periods. Even the
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The Short-Term Market — DJIA 3 Years

S-02-10
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The market has become trapped in a short-term range of 10,000- 14,000
10,700, and a break through either level would likely lead to a good
move. Our “stop-loss” point on the market is 9600, and our year-
end forecast remains bullish to the 12,000 level on the DJIA.
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Sector Rotation Model \%

RBC

Typical best-performing stock groups during different stages of the economic and market cycle
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Nine S&P Sectors Cycle Positions

Technology

Most of the S&P sectors are in some stage of a Industrials

bullish trend, but we feel that the most timely for
current buying are those that are earlier in their
bullish cycle.
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Relative Positioning of the S&P Sectors within their Individual Cycles
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Select Groups Cycle Positions

Our Relative Positioning of Groups of Interest within their Individual Bull and Bear Cycles

This chart shows where we believe the various Internet

stock groups are within their bull or bear Gold .

cycles. Generally, we tend to focus on . Semiconductors

emerging bull trends for possible buys and then Biotech # Restaurants Medical Devices

hold groups that are later in their uptrends. We
avoid or wait on those groups that are judged
to be in toppy or declining trends.
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Gold — 5 Years
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Oil — Five Years
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Ten-Year Treasury Note Yield for 45 Years
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The long-term declining trend in rates indicates no
apparent change for the next several months or |2
years. The trend continues to suggest lower rates,
with an upside resistance level on the 10-year
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