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U.S. Equities 

 

S&P 500 Index (SPX, 2926.32) 
Daily Bar Chart + 200-day MA + Cloud Model + Stochastic Oscillator + MACD Histogram 

 
INITIAL SUPPORT: ~2850  |  INITIAL RESISTANCE: 3028 

 SHORT-TERM BIAS – NEUTRAL: Short-term oversold conditions became widespread last week as our 
preferred gauges of market sentiment reached contrarian bullish levels. There has been a subsequent loss 
of downside momentum behind the SPX according to the MACD histogram, although a MACD “buy” 
signal is needed for confirmation that the pullback has matured. Initial support is near 2850 according to 
the cloud model, and final resistance is minor near 3028. Should a “retest” develop despite the likelihood 
of an oversold bounce, secondary and more important support resides below 2800. 

 LONG-TERM BIAS – BULLISH: The major indices suffered a loss of intermediate-term momentum last 
week, but the weekly and monthly MACD indicators appear prone to whipsaws with an oversold bounce 
likely. The major indices have not broken any key support levels, and while breadth has contracted, 
cumulative measures like the NYSE advance-decline line remain solidly in uptrends. We think overly-
bearish sentiment will allow the SPX to extend its uptrend to new highs, allowing us to turn our focus back 
to a prior measured move projection of ~3280. 

 TACTICS: Continue to seek oversold buying opportunities in stocks that have maintained their long-term 
uptrends throughout the pullback. Look for positive technical catalysts such as breakouts and MACD “buy” 
signals as triggers to get more aggressively long. Consider taking down exposure to interest rate-sensitive 
stocks on a relative basis given the potential for a counter-trend move in Treasury yields. Prepare for an 
oversold bounce in stocks that have broken down.  
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Technical Long / Short Ideas 
 

*Church & Dwight (CHD, $78.43)*   
Weekly Bar Chart + 20-, 35-, & 50-week MAs 

 

*Edwards Lifesciences (EW, $219.22)* 
Weekly Bar Chart + 20-, 35-, & 50-week MAs 

 
 

 ADDITIONS: We added CHD, EW, and VRSK to our long ideas given their long-term uptrends and the 
proximity of new highs. 

 REMOVALS: We removed Assurant (AIZ), Clorox (CLX), and Zoetis (ZTS) from our long ideas because they 
are overextended per the DeMARK Indicators®, plus TE Connectivity (TEL) given its loss of momentum. 

 
 

LONG IDEAS Last Price 200-day MA Date Added 
ADI ANALOG DEVICES INC $113.02 $101.92 7/24/2019 
AJG ARTHUR J GALLAGHER & CO $90.02 $80.68 8/7/2019 
AMZN AMAZON.COM INC $1,824.34 $1,750.57 7/10/2019 
ARNC ARCONIC INC $25.39 $20.98 6/26/2019 
CHD CHURCH & DWIGHT CO INC $78.43 $69.73 8/14/2019* 
CMCSA COMCAST CORP-CLASS A $43.46 $39.79 6/19/2019 
EW EDWARDS LIFESCIENCES CORP $219.22 $174.71 8/14/2019* 
FIS FIDELITY NATIONAL INFO SERV $134.85 $112.98 5/15/2019 
ICE INTERCONTINENTAL EXCHANGE IN $92.01 $79.89 5/22/2019 
IQV IQVIA HOLDINGS INC $157.08 $135.92 8/7/2019 
LHX L3HARRIS TECHNOLOGIES INC $209.83 $166.74 8/7/2019 
LOW LOWE'S COS INC $96.58 $100.38 7/10/2019 
PNC PNC FINANCIAL SERVICES GROUP $130.75 $129.28 7/3/2019 
PSA PUBLIC STORAGE $258.28 $220.54 8/7/2019 
SHW SHERWIN-WILLIAMS CO/THE $525.85 $433.09 7/24/2019 
TMUS T-MOBILE US INC $77.62 $71.76 7/31/2019 
UNP UNION PACIFIC CORP $168.78 $162.30 7/31/2019 
VRSK VERISK ANALYTICS INC $155.92 $131.13 8/14/2019* 
WEC WEC ENERGY GROUP INC $89.67 $77.16 8/7/2019 

 

SHORT IDEAS Last Price 200-day MA Date Added 
CNC CENTENE CORP $49.73 $58.31 7/10/2019 
COP CONOCOPHILLIPS $53.87 $63.98 8/7/2019 
EA ELECTRONIC ARTS INC $92.34 $92.40 7/17/2019 
F FORD MOTOR CO $9.26 $9.26 7/31/2019 
GE GENERAL ELECTRIC CO $9.35 $9.33 8/7/2019 
IP INTERNATIONAL PAPER CO $40.05 $44.61 8/7/2019 
IVZ INVESCO LTD $16.16 $19.59 8/7/2019 
KR KROGER CO $23.05 $26.05 7/24/2019 
PVH PVH CORP $74.67 $106.29 8/7/2019 
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Technical Themes 

 

MSCI EAFE ETF (EFA, $63.03) & MSCI Emerging Markets ETF (EEM, $39.89) vs. S&P 500 ETF (SPY, $292.55) 
Weekly Relative Strength (RS) Ratios 

 

 The ratios of EFA and EEM versus SPY reached new lows recently, extending their year-to-date downtrends 
in a reflection of pronounced underperformance by developed global and emerging equity markets versus 
the U.S. The breakdowns in these ratios tell us to continue to seek leadership from U.S. large cap stocks 
over the long term. However, some international markets appear overextended on the downside from a 
short-term perspective (in absolute and relative terms). 

Hang Seng Index (HSI, 25281.30) 
Daily Bar Chart + 200-day MA + MACD Histogram + Stochastic Oscillator 

 

SUPPORT: ~25,000  |  RESISTANCE: ~26,700 

 Hong Kong’s equity market has been plagued by negative momentum for several weeks, but there are 
some signs of short-term downside exhaustion that suggest momentum will improve. Short-term oversold 
conditions have given way to an uptick in momentum at the same time the Hang Seng reached the 
measured move projection from its breakdown earlier this month. With additional support nearby, we 
would start looking for stabilization from Chinese equities in a potential positive development globally.  
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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 in-line 
with the SPX as it has seen volatility pick up. Most of its 
constituents remain in uptrends.  

 The consumer discretionary sector has been out of favor 
since mid-July but has maintained its long-term uptrend, 
aside from the beleaguered retail subsector. 

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 held up relatively well as the 
broader market has pulled back, preserving uptrends 
without generating breakouts given broad-based weakness. 

 The energy sector has extended its downtrend relative to the 
SPX as it tests support from June. A breakdown appears 
avoidable in absolute terms given counter-trend signals. 

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

 
 

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

 

 Financial stocks have pulled back in absolute and relative 
terms, many retracing a good portion of their June-July rally. 
Support levels are being tested, particularly by bank stocks, 
creating a proving ground. 

 Defensive sector posturing has helped the healthcare sector 
rebound relative to the SPX, yielding a higher low in the 
ratio pictured above. A breakout above June’s high would 
indicate a turnaround. 
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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 

 

 Relative strength remains weak behind the industrial 
sector, although there has not been much damage in 
absolute terms, with the benchmarks range-bound.  

 Materials stocks have performed largely in-line with the 
broader market recently, preserving the trading range in the 
relative strength ratio versus the SPX. 

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

 
 

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

 

 REITs have gotten a boost from declining Treasury yields, 
lifting real estate benchmarks to new highs. Relative 
strength should peter off with a relief rally in yields. 

 Technology stocks have held up surprisingly well this month 
in the large-cap arena, collectively seeing only a modest 
pullback within their healthy long-term uptrend. 

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 a rebound relative to the broader 

market given the decline in Treasury yields, but we think the 
phase of outperformance is maturing. 

 A very short-term view of sector rotation according to the 5-
day RRG® shows the potential for defensive sectors to pass 
the baton back to the likes of consumer discretionary and 
technology in the days ahead. 
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WTI Crude Oil and Gold 
  

WTI Crude Oil (CL1, $57.10/bbl.)  
Daily Bar Chart + 200-day MA + Stochastic Oscillator + MACD Indicator 

 
INITIAL SUPPORT: ~52  |  INITIAL RESISTANCE: ~60 

 WTI crude oil saw a sharp rebound over the past week, following a successful retest of an important 61.8% 
Fibonacci retracement level. Short-term momentum has improved according to the daily MACD indicator, 
and there is room to short-term overbought territory per the daily stochastics. However, we need to see the 
series of lower highs reversed by a decisive move above resistance near $60/bbl. before asserting a bullish 
intermediate-term stance, noting our long-term gauges have a neutral bias. 

Gold (GC1, $1502.20/oz.) 
Daily Bar Chart + 200-day MA + Cloud Model + TD Sequential® Model + MACD Histogram + Stochastic Oscillator 

 
INITIAL SUPPORT: ~1400-1450  |  INITIAL RESISTANCE: ~1590 

 Gold flashed a short-term counter-trend signal according to the DeMARK Indicators® yesterday after 
having seen significant upside follow-through from its breakout earlier this month. Short-term momentum 
is still positive, but short-term overbought conditions enhance the possibility of a pullback combined with 
a negative divergence in the MACD histogram. We expect gold to retreat to support in the $1400-
$1450/oz. area, where we would revisit it given the long-term base breakout that targeted $1590/oz. 
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U.S. Dollar and 10-Year Treasury Yields 
 

Dollar Index (DXY, 97.81) 
Weekly Bar Chart + 40-week MA + Stochastic Oscillator 

 
INITIAL SUPPORT: ~95.80  |  INITIAL RESISTANCE: ~98.30 

 The Dollar Index has been consolidating this month after a failed breakout above strong resistance just 
above 98. The failure to confirm the breakout was a setback in our eyes, and the negative divergence in 
the weekly stochastics shows the loss of momentum. As it stands, the gradual uptrend is still intact for the 
Dollar Index, although our trend-following indicators suggest additional sideways price action may be in 
store for the U.S. dollar. 

U.S. 10-Year Treasury Yields (USGG10YR, 1.70%) 
Weekly Bar Chart + 10-week MA + Stochastic Oscillator 

 
INITIAL SUPPORT: ~1.4%  |  INITIAL RESISTANCE: ~2.0% 

 The downtrend in 10-year Treasury yields accelerated this month upon the breach of support in the 2.0% 
area, which can now be considered initial resistance on the chart. Next support is back at the 2012-2016 
lows near 1.4%, so we would assume there is further downside, although a near-term relief rally appears 
likely. Signs of short-term downside exhaustion have arisen per the DeMARK Indicators®, enhanced by a 
divergence in the weekly stochastics. We would look for an oversold bounce to last a few weeks. 
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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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