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THE MARKETS ARE TESTING IMPORTANT SUPPORT LEVELS  
AS WELL AS INVESTORS’ PATIENCE. 

 

 
For the last month the Market Comment has 
been expecting the markets to declare their 
hand.  The evidence of a change in recent 
behaviour would be a move by the S&P 500 
out of its trading range and into something 
more identifiable as “trending” action.   Our 
expectation was that the major uptrend would 
resume, boosted by positive turns in some 
market cycles. 
 
However, the market shows signs of 
weakness: the daily NYSE advance/decline 
line is trending down and the number of NYSE 
stocks making new 52-week lows is growing.  
And the news (Greece, the Fed, etc.) is 
making some investors increasingly worried 
that the markets are near to a negative 
turning point.  
 
Against these negatives we observe that the 
S&P 500 continues within its trading range 
and its 50-day and 200-day Moving Averages 
continue to act positively.  The NASDAQ 
remains strong as do broader major market 
indices such as the NYSE Composite Index 
and the Russell 2000.  As last week’s Market 
Comment noted, the primary trend according 
to Dow Theory is still positive and 
investor/advisor concern about the markets’ 
direction (a contrary indicator) is growing.  
The statistics from Investors Intelligence 
show that on June 9th there were only 32% of 
stocks above their 10-week Moving Averages, 
a large drop from the May 19th reading of 
53.5%, and this is also a bullish sign. 
 
To see through the market fog, we return to 
the main evidence – price behaviour on the 
charts.  The major market indices continue to 
hold up well, even though some of the S&P 
500’s near-term support levels are being 
tested. However, this bull market has multiple 
lines of defence in the form of support levels 
– short-, intermediate- and long-term.  The 
recent trading range in the S&P 500 has 
established useful parameters.   We can now 
see the price levels that the markets have 
overcome to trend higher (2,140) or the level 
that, if broken, would indicate only an 
intermediate-term decline (2,039).   
 

Toronto continues to weaken slowly and its 
inability to develop new convincing leadership 
remains a problem.  The S&P/TSX Composite 
Index is still best interpreted as having made 
an important double-bottom in 
October/December 2014, from which it then 
rose over 12% to its mid-April peak at 
15,525.  The last two months have seen a 
pullback but within a broad trading range.   
The lower end of this trading range (14,600) 
is at a level that represents a 50% 
retracement of the recent advance.  Staying 
within the trading range will be a positive sign 
that the Toronto market still has the capability 
of rekindling its advance and moving above 
15,525. 
 
Whether we label recent market action as a 
”consolidation”, “correction in time but not so 
much in price,” or “Leg 4 of a 5-leg bull 
market” is secondary to the fact that the bull 
market is going through one of those periodic 
episodes where it makes some investors 
increasingly nervous, impatient and even 
confused.   A price breakout (our expectation) 
or a price breakdown will resolve matters 
eventually.    
 
What to look for in cyclical, seasonal 
and financial events as the end of 
June approaches?  
 

 The current 70-day Cycle will 
mature on June 26th;  

 the current 105-day Cycle will 
mature one week later on July 2nd;  

 June 30th is the end of the 
second quarter.   

 Earning announcements will 
start to appear in early July.  

 Early-to-mid July is usually the 
beginning of the “summer rally”.   

 July 1st is Canada Day and July 
4th is Independence Day (market will 
close early on July 3rd). 

 
Will the markets start a new up-leg 
after the celebrations? 
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S&P 500 

 
 
The S&P 500 moved below its 50-day Moving 
Average last week but successfully tested support 
at 2,072.  There is further support at the early May 
low at 2,068 and then in the 2,045 to 2,050 zone, 
the location of the late March/early April lows.  The 
200-day Moving Average, which is still rising, is 
also in this zone.  Just below this area is the critical 
March 11th low at 2,039 which needs to be 
defended.  Any sustained move above 2,135/2,140 
would be the signal to the end of this meandering 
period and the start of a new phase. 
 
 

On Tuesday June 9 the S&P 500 reached 
an oversold condition and bounced up, 
but not convincingly.  Quick follow-up is 
needed to confirm that last week’s action 
was a turning point.   
 
If this does not occur, then it is likely 
that the S&P 500 will complete a down-
up-down move from its May high and re-
visit support at its rising 200-day Moving 
Average at 2,050.      

   
S&P/TSX Composite Index 

 
 
Toronto weakened further in the first part of June, 
but remained within the 14,600 to 15,500 trading 
range.  Two new events occurred last week.  The 
S&P/TSX Composite Index moved into a down-up-
down pattern from its April high, the first time this 
has occurred since the December 2014 low.  And 
the 200-day Moving Average started to roll over.  
The 50-day Moving Average will also start to turn 
downwards soon. 
 

Toronto is clearly under short-term pressure from 
the Banks and Energy stocks but encouragingly has 
remained above the 14,600 support level.  The 
S&P/TSX Composite Index is moderately oversold 
but could go lower before it stabilizes. 
 
Unless New York rallies immediately, the 
Toronto market looks poised to test its 
14,600 support area.  Failure to hold that 
level will suggest a slide to at least the 
low 14,000s. 
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