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Equities – U.S. Large-Cap 

 

S&P 500 Index (SPX, 2832.57) 

Daily Bar Chart + 50- & 200-day SMAs + Cloud Model + Stochastic Oscillator + MACD Indicator 

Support: ~2719 (50-day MA)  |  Resistance: ~2941 

 

 SHORT-TERM BIAS – BULLISH: The SPX has cleared important resistance near 2815 after having become 

oversold after only a shallow pullback. The breakout is a bullish short-term development that mitigates the 

risk of a significant pullback in the near term. The corresponding MACD “buy” signal should help the SPX 

continue to hold up well despite overbought readings in the stochastics and DeMARK Indicators®. Next 

and final resistance is at the September high near 2941, and support can be gauged by the 50-day MA. 

 LONG-TERM BIAS – NEUTRAL: Long-term momentum has yet to recover along with short- and 

intermediate-term momentum, which tells us to adhere to short-term market gauges for market timing. 

The analog to 2015-2016 tells us that volatility could remain heightened, so we do not see the breakout in 

the SPX as an all-clear signal for the balance of the year, noting SMID benchmarks have yet to follow suit. 

Once the monthly MACD indicator flashes a “buy” signal, and/or positive divergences arise in our market 

internal measures, we would position for a lasting upleg that is more likely to lift the SPX to new highs.  

 TACTICS: Await confirmation of breakouts before acting on them, particularly with market sentiment 

possibly affected by the Fed announcement this week. Cover short positions in stocks that have cleared 

short-term resistance from February, while reducing hedges with a short-term time horizon. Continue to 

take down exposure to stocks that have seen momentum weaken within downtrends, while adding 

exposure to those that have confirmed breakouts and new “buy” signals. 
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Equities – Germany and Emerging Markets 

 

German Stock Exchange (DAX, 11,788.41) 

Monthly Candlestick Chart + 12-month SMA + Stochastic Oscillator 

Support: ~11,300  |  Resistance: ~11,900 

     

 German stocks have rebounded with U.S. stocks since pivoting higher in December, and now appear 

poised to gain relative strength given their relatively oversold posture from a long-term perspective. The 

German DAX has resumed its ten-year uptrend after having seen its monthly stochastics flash a “buy” 

signal. This positions the DAX for additional upside in the months ahead as long as resistance near 11,900 

proves surmountable. 

iShares MSCI Emerging Markets ETF (EEM, $43.58) 

Weekly Bar Chart + 40-week SMA + Stochastic Oscillator + MACD Indictor 

Support: ~42.00  |  Resistance: ~46.50 

     

 Emerging markets have regained positive intermediate-term momentum since reversing a year-long 

downtrend in January. A breakout appears underway for EEM as it clears a Fibonacci retracement level, 

and the corresponding upturn in the weekly stochastics tends to be bullish. Should China’s stock market 

manage to shrug off overbought conditions like the U.S., we would look for the breakout to be confirmed 

for an initial upside target of next resistance near 46.50. 
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Equities – U.S. Sector Relative Strength 

 

S&P 500 Level I Sector Indices 

Weekly Bar Charts + 40-week SMAs + Relative Strength (RS) Ratio vs. SPX 

 
 

 

 The communication services sector has held up 

relatively well versus the SPX, although many of its 

constituents still face resistance on an absolute basis. 

 The consumer discretionary sector has made a lower 

high versus the SPX and would look more compelling 

should a higher low develop. 

 
 

 

 Consumer staples stocks underperformed during the 

relief rally in what appears to be a correction 

following Q4’s bullish reversal. A failure to react to its 

oversold condition would be a setback. 

 The energy sector has stabilized relative to the 

broader market after trending lower for much of 

2018. It is too early to view the loss of downside 

momentum as meaningful. 

 
 

 

 Financial stocks have been a source of 

underperformance for the better part of a year, such 

that most remain in downtrends in absolute and 

relative terms. 

 The healthcare sector has been mixed from a relative 

strength standpoint, with the pharmaceutical stocks 

having dragged the benchmarks down to oversold 

territory versus the SPX. 
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Equities – U.S. Sector Relative Strength 

 

S&P 500 Level I Sector Indices 

Weekly Bar Charts + 40-week SMAs + Relative Strength (RS) Ratio vs. SPX 

 
 

 

 The industrial sector has retraced a portion of 

its relief rally, which would look like a lasting 

turnaround if a higher low unfolds. 

 The materials sector has had a lower bias from short- 

and long-term perspectives relative to the SPX but 

has seen a notable loss of downside momentum. 

 
 

 

 The real estate sector has been a source of breakouts 

over the past few weeks and should hold up relatively 

well if 10-year Treasury yields break down more 

decisively. 

 The technology sector has been a source of upside 

leadership during the broad-based relief rally, lifting 

its benchmarks to a proving ground versus the SPX. 

 
 

 

 Like REITs, utility stocks have seen an above-average 

number of breakouts helped by their outperformance 

in Q4. However, relative strength could falter if the 

breakout in the SPX is real. 

 The 5-day Relative Rotation Graph® has seen 

technology keep a favorable trajectory. Its clockwise 

rotation suggests financials, healthcare, and industrials 

will do better in the days ahead. 
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Equities – ETFs and S&P 500 Stocks  

Jack Henry & Associates, Inc. (JKHY, $136.98) 

Weekly Bar Chart + Cloud Model + MACD Indicator 

 

 JKHY has cleared short-term resistance on its 

chart after having held up near important support 

defined by the weekly cloud model. Intermediate-

term momentum has improved within the long-

term uptrend. Next resistance is minor near $147. 

Zoetis Inc. (ZTS, $98.72) 

Weekly Bar Chart + Cloud Model + MACD Indicator 

 

 ZTS has broken out to a new high within its long-

term uptrend. It also held up near cloud-based 

support when the tape weakened in Q4. 

Intermediate-term momentum is now positive 

according to the weekly MACD indicator. 

Fairlead Tactics Long/Short Ideas 

        
                

 ADDITIONS/REMOVALS: We added JKHY and ZTS to 

our long ideas for reasons cited above, and we 

removed Sysco Corporation (SYY) due to its 

overbought downturn. 

We removed Arista Networks (ANET), Hasbro (HAS), Macy’s (M), and Take-Two (TTWO) from our short 

ideas because they have seen momentum improve.   
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Commodities – WTI Crude Oil and Gold 

  

WTI Crude Oil Futures (CL1, $59.03/bbl.)  

Daily Bar Chart + 50 + 200-day SMAs + Cloud Model + Stochastic Oscillator + MACD Indicator (100-200-21) 

Support: ~55-56 |  Resistance: ~62-64 

 

 WTI crude oil has extended its relief rally along with the stock market and faces no meaningful resistance 

until the low $60s/bbl. Intermediate-term momentum has improved notably in recent weeks, although 

short-term momentum has contracted versus the initial upmove. We are impressed by the ability of WTI 

crude oil to forge higher despite intermediate-term overbought conditions within its downtrend. Short-

term overbought conditions may be weathered well with support now evident near $55-$56/bbl. 

Gold Futures (GC1, $1306.50/oz.) 

Weekly Bar Chart + 40-week SMA + MACD Indicator 

Support: ~1280  |  Resistance: ~1360-1380 

 

 Gold prices remain in an intermediate-term uptrend despite having seen a decrease in intermediate-term 

momentum. The weekly MACD indicator remains supportive of the uptrend, albeit now pinched after a 

significant pullback, and cloud-based support on the daily chart remains intact. We would keep a bullish 

bias as long as this is the case, noting next major resistance is near $1360-$1380/oz. Should momentum 

deteriorate further, we would take down exposure given the neutral long-term bias of the chart. 
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Currencies – U.S. Dollar  |  Fixed Income – Treasury Yields 

 

Dollar Index (DXY, 96.38) 

Weekly Bar Chart + 40-week SMA + MACD Indicator 

Support: ~96  |  Resistance: ~98 

 

 The Dollar Index has been backing-and-filling below important long-term resistance near 98 defined by 

previous highs and an old uptrend line (a potential “neckline” if it is broken). Intermediate-term 

momentum weakened in Q4 after an unsuccessful test of resistance, and little progress has been made 

since then. We would keep a neutral bias as long as the Dollar Index remains below 98 and above its 200-

day (~40-week) moving average, below which support near 94 becomes relevant. 

U.S. 10-Year Treasury Yields (USGG10YR, 2.61%) 

Monthly Bar Chart + 12-month SMA + Cloud Model + Stochastic Oscillator + MACD Indicator 

 Support: ~2.52-2.64  |  Resistance: ~2.80 

 

 10-year Treasury yields have had a lower bias recently, now testing support in the 2.52%-2.64% area. A 

breach of this level would target secondary cloud-based support on the monthly chart near 2.18%. Long-

term oversold conditions have returned already, which could minimize the loss of long-term momentum 

that began several months ago. Regardless of whether initial support holds, we view the corrective phase 

in 10-year Treasury yields as counter-trend within the context of their multi-decade upside reversal.  
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Disclaimers and Disclosures 

 

Fairlead Tactics is a weekly newsletter published by Fairlead Strategies LLC. Information presented herein has 

been obtained from sources believed to be reliable, but the accuracy and completeness of summaries, 

conclusions, and opinions based on this information are not guaranteed. It should never be assumed that 

recommendations will be profitable or will equal the past performance of listed or recommended securities. 

For access to our full disclaimers and disclosures, including our policy regarding editor securities holdings, go 

to or email info@fairleadstrategies.com. 
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