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U.S. Equities 

 

S&P 500 Index (SPX, 2973.01) 
Daily Bar Chart + 200-day MA + Cloud Model + Stochastic Oscillator + MACD Indicator 

 
INITIAL SUPPORT: ~2722  |  INITIAL RESISTANCE: N/A 

 SHORT-TERM BIAS – BULLISH: The SPX has reached new all-time highs on positive short-term 
momentum, completing a bullish flag pattern. The daily MACD indicator continues to support the 
upmove, and the daily stochastics have turned up in a bullish “pop.” We think that a pullback is more likely 
in the second half of July given the breakout and noting our market internal measures (e.g. breadth, 
sentiment, leadership) still have room to overbought territory. 

 LONG-TERM BIAS – BULLISH: We have assumed a bullish long-term bias given the confirmed breakout 
by the SPX above final resistance from 2018. The uptrend is supported by positive intermediate-term 
momentum, and the monthly MACD indicator is on the verge of a “buy” signal, which would reflect 
positive long-term momentum. With no resistance to challenge the SPX, we can use a measured move 
projection of approximately 3280 as a gauge of upside potential into the first half of 2020.  

 TACTICS: Increase long exposure to stocks that have broken out above resistance on their charts, favoring 
those in long-term uptrends, while having some exposure to those that appear to be undergoing 
turnarounds. Reduce exposure to sectors that tend to lag in strong tapes, such as consumer staples, REITs 
and utilities, while seeking opportunities in sectors that previously exhibited upside leadership. Limit short 
exposure to stocks with weakening intermediate-term momentum (i.e. weekly MACD “sell” signals).  
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Technical Long / Short Ideas 
 

*Gartner, Inc. (IT, $165.07)*   
Weekly Bar Chart + 40-week MA + MACD Indicator 

 

*PNC Financial Services (PNC, $139.59)* 
Weekly Bar Chart + 40-week MA + Relative Strength (RS) vs. SPX 

 
 

 ADDITIONS: We added IT to our long ideas given its breakout to new highs and positive intermediate-
term momentum, and we added PNC given its breakout and bullish reversal versus the SPX. 

 REMOVALS: We removed Anthem (ANTM) and PepsiCo (PEP) from our long ideas because they have 
seen relative strength (vs. the SPX) weaken in the strong tape. We removed Packaging Corporation of 
America (PKG) from our short ideas because it broke out above its 200-day MA. 

 
 

LONG IDEAS Last Price 200-day MA Date Added 
AIZ ASSURANT INC $108.82 $98.35 5/29/2019 
ALLE ALLEGION PLC $110.26 $91.26 5/22/2019 
ANSS ANSYS INC $206.59 $172.79 6/19/2019 
ARNC ARCONIC INC $26.15 $20.54 6/26/2019 
BLL BALL CORP $71.56 $53.69 6/5/2019 
CMCSA COMCAST CORP-CLASS A $42.89 $38.70 6/19/2019 
DG DOLLAR GENERAL CORP $137.11 $116.73 6/5/2019 
FIS FIDELITY NATIONAL INFO SERV $124.91 $109.61 5/15/2019 
ICE INTERCONTINENTAL EXCHANGE IN $87.38 $77.81 5/22/2019 
ILMN ILLUMINA INC $371.37 $317.35 5/8/2019 
IT GARTNER INC $165.07 $147.30 7/3/2019* 
LIN LINDE PLC $203.54 $170.85 5/15/2019 
PNC PNC FINANCIAL SERVICES GROUP $139.59 $128.73 7/3/2019* 
TEL TE CONNECTIVITY LTD $96.09 $83.23 6/26/2019 
VFC VF CORP $86.72 $80.64 6/19/2019 
ZTS ZOETIS INC $114.59 $95.13 3/20/2019 

 
SHORT IDEAS Last Price 200-day MA Date Added 

MKC MCCORMICK & CO-NON VTG SHRS $158.00 $143.64 6/26/2019 
MYL MYLAN NV $19.35 $28.34 5/15/2019 
SLG SL GREEN REALTY CORP $80.96 $89.77 6/19/2019 
TAP MOLSON COORS BREWING CO -B $56.13 $60.65 6/12/2019 
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Technical Themes 

 

Financial Select Sector SPDR (XLF, $27.86) 
Weekly Bar Chart + Cloud Model + 40-week MA + MACD Indicator + RS vs. SPX 

 

INITIAL SUPPORT: ~27  |  INITIAL RESISTANCE: ~30 

 The financial sector has seen relative strength improve as many of its constituents have broken out above 
short-term resistance on their charts. XLF has cleared a downtrend line that provided resistance in May, in 
addition to resistance defined by the cloud model. We see this as a bullish intermediate-term 
development, noting momentum is positive according to the weekly MACD indicator. We would view a 
breakout in the ratio of XLF to the SPX as indicative of a lasting turnaround for beleaguered financials.  

Nikkei-225 Average (NKY, 21,638.16) 
Weekly Bar Chart + 40-week MA + Cloud Model + MACD Indicator 

   

SUPPORT: ~21,300  |  RESISTANCE: ~21,700 

 Japan’s Nikkei-225 cleared its 200-day (40-week) MA this week, bringing our attention to the chart. 
Relative strength has been weak for Japanese equities, but they have participated in the rally and short-
term breakouts are developing. Intermediate-term momentum has improved behind the Nikkei-225 based 
on the whipsaw in the weekly MACD indicator, which bodes well for a breakout above more important 
cloud-based resistance in a positive catalyst reminiscent of late 2016.  
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U.S. Sectors 
 

S&P 500 Communication Services Index 
Weekly Bar Chart + RS vs. SPX  

 
 

 

S&P 500 Consumer Discretionary Index 
Weekly Bar Chart + RS vs. SPX 

  

 The communication services sector has performed 
essentially in-line with the broader market year-to-date, but 
the ratio versus the SPX is in a gradual uptrend.  

 The consumer discretionary sector outperformed in June, 
and its benchmarks are on the verge of breakouts in 
absolute and relative terms. 

S&P 500 Consumer Staples Index 
Weekly Bar Chart + RS vs. SPX 

 
 

S&P 500 Energy Index 
Weekly Bar Chart + RS vs. SPX 

 

 Consumer staples stocks have been out of favor as risk-on 
positioning has unfolded with the breakout in the SPX. 
Additional consolidation appears likely. 

 Energy stocks rebounded nicely in June, helped by an 
oversold bounce in WTI crude oil. Relative strength remains 
weak, although downside momentum has alleviated. 

S&P 500 Financials Index 
Weekly Bar Chart + RS vs. SPX 

 
 

S&P 500 Health Care Index 
Weekly Bar Chart + RS vs. SPX 

 

 As highlighted on page 3, the financial sector has seen 
relative strength improve from a short-term perspective, 
allowing for breakouts on an absolute basis. 

 After an impressive two-month phase of outperformance, 
the healthcare sector has lost upside momentum versus the 
SPX. However, this has not prevented breakouts from 
developing. 
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U.S. Sectors 
 

S&P 500 Industrials Index 
Weekly Bar Chart + RS vs. SPX 

 
 

S&P 500 Materials Index 
Weekly Bar Chart + RS vs. SPX 

 

 The industrial sector has seen relative strength 
neutralize versus the broader market after distinct 
underperformance in March and again in May. 

 Materials stocks rallied strongly at the start of June, 
preserving support in absolute and relative terms, and the 
benchmarks have since cleared short-term resistance. 

S&P 500 Real Estate Index 
Weekly Bar Chart + RS vs. SPX 

 
 

S&P 500 Information Technology Index 
Weekly Bar Chart + RS vs. SPX 

 

 A pullback has developed in the real estate sector, 
associated with less defensive sector rotation. REITs have 
lost upside momentum and look poised for a period of 
backing-and-filling. 

 Technology stocks exhibited upside leadership in June as 
momentum improved across all time frames. We expect the 
uptrend to persist as new highs are registered versus the 
SPX. 

S&P 500 Utilities Index 
Weekly Bar Chart + RS vs. SPX 

 
 

S&P 500 Sector Indices vs. SPX 
5-day Relative Rotation Graph® 

 
 The utility sector has seen relative strength deteriorate as the 

market has rallied strongly over the past month. The 
resulting consolidation phase has not damaged its uptrend. 

 A very short-term rotational view of sector relative strength 
shows the technology sector as having asserted itself as a 
near-term leader, with the financial sector well-positioned. 
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WTI Crude Oil and Gold 
  

WTI Crude Oil (CL1, $56.25/bbl.)  
Daily Bar Chart + 200-day MA + Cloud Model + Stochastic Oscillator + MACD Indicator 

 
INITIAL SUPPORT: ~51.60  |  INITIAL RESISTANCE: ~60.00 

 WTI crude oil is retreating from important resistance near $60/bbl. after having benefited from an oversold 
bounce that left support intact near $52/bbl. The downturn in the daily stochastics from overbought territory 
supports a deeper pullback in the days ahead. However, the weekly stochastics (not shown) favor an eventual 
breakout, and momentum has improved from a short-term perspective. For now, we think a neutral bias is 
appropriate with WTI crude oil still bound by support and resistance. 

Gold (GC1, $1408.00/oz.) 
Daily Bar Chart + 200-day MA + Cloud Model + Stochastic Oscillator + MACD Indicator 

 
INITIAL SUPPORT: ~1380  |  INITIAL RESISTANCE: ~1590 

 Gold has confirmed a breakout above long-term resistance near $1380/oz. defined by previous peaks and 
a Fibonacci retracement level. However, short-term overbought conditions have yielded a pullback that 
would call the validity of the breakout into question if gold loses momentum and quickly falls back into its 
gap. With this in mind, we would wait a week or two to make sure the breakout is preserved before taking 
a long-term bullish stance, after which $1590/oz. would become a long-term target. 



Fairlead Tactics  July 3, 2019 

7 
 
 

U.S. Dollar and 10-Year Treasury Yields 
 

Dollar Index (DXY, 96.73) 
Weekly Bar Chart + 40-week MA + MACD Indicator + Stochastic Oscillator 

 
INITIAL SUPPORT: ~95  |  INITIAL RESISTANCE: ~98 

 Intermediate-term momentum has weakened behind the U.S. dollar since resistance was discovered in 
April/May. The Dollar Index broke support at its 200-day (~40-week) MA as the euro cleared resistance at 
its 200-day MA. We see this as evidence that the year-to-date uptrend in the U.S. dollar has reversed. That 
said, the near-term bias of the chart is higher with an oversold bounce likely to yield a lower high versus 
resistance near 98, after which support near 95 would frame initial downside risk. 

U.S. 10-Year Treasury Yields (USGG10YR, 1.97%) 
Daily Bar Chart + 200-day MA + Cloud Model + TD Sequential® Model + MACD Indicator 

 
INITIAL SUPPORT: ~2.00  |  INITIAL RESISTANCE: ~2.34 

 10-year Treasury yields are testing 2.0%, an important psychological level that served as support in 2017. 
A decisive close below 2.0% this week would confirm a breakdown, putting next major support at the 
2012-2016 lows near 1.4%. However, there is still a chance that 2.0% holds, noting the loss of downside 
momentum (i.e. daily MACD “buy” signal) and counter-trend signals per the DeMARK Indicators®. The 
intermediate-term downtrend is defined by cloud-based resistance pictured above. 
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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. 

 
 

 

mailto:info@fairleadstrategies.com

