
10 Daily charts to summarize our current tactical outlook
We expect some consolidation into August as risk assets correct to the downside and reflation trades bottom out. Fol-
lowing that, these trends should resume up possibly until October and then early next year.

S&P500 Index
Daily graph or the perspective over the next 2-3 months

The Risk/Reward on 
this Daily graph of the 

S&P500 is stretched at 
this stage (‘I’ Impulsive up 
targets “done”; right-hand 
scale) and on our medium 
oscillators (upper rectangle) 
an intermediate top is im-
minent. We would hence 
expect that a consolidation 
period materializes over 
the next 3 to 4 weeks into 
the 1st Half of August. Fol-
lowing that, the S&P500 
index should resume its 
uptrend, although another 
retest to the downside is 

still possible towards early September as shown by both our oscillator series (lower and upper rectangles). The consolida-
tion potential is somewhere between 0.5 and 0.8 times our historical volatility measure “delta”, currently at 205.0 (middle 
rectangle, right-hand side), i.e. between 100 and 160 points.  

EuroStoxx 600
Daily graph or the perspective over the next 2-3 months

European Markets have 
been weaker than US 

ones since the Euro re-ac-
celerated mid June. On our 
long term oscillators (lower 
and upper rectangles), a 
first bottom was made 
end of June. We expect a 
second one to materialize 
during the 1st Half of Au-
gust.  Our medium term 
oscillators (upper rectangle) 
indicate a slightly lower 
low, which would be our 
preferred scenario for now. 
It syncs quite well with the 
consolidation period we 
await on the S&P500 and 

would correspond to a ‘mild’ consolidation on EUR/USD. Following that, the EuroStoxx 600 should resume its uptrend. The 
corrective price potential to the downside we can calculate using our historical volatility measure ‘delta’, currently @ 39.54 
(middle rectangle, right-hand side) is between 372 and 360 (or 0.5 to 0.8 our ‘delta’ subtracted from the early May top @ 
392). This would lead us back to the lows made end of June and possibly 3% lower.  
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Bund Future (Sep) 
Daily graph or the perspective over the next 2-3 months

The Bund has been 
particularly hard it by 

the upward revision in Eu-
rozone inflation perspec-
tives.    Over the last week, 
it has probably reached an 
intermediate bottom as 
shown on both our oscil-
lator series (lower and up-
per rectangles). We would 
now expect it to continue 
its bounce over the next 3 
weeks, towards the 1st Half 
of August in first instance. 
At best, this rebound could 
extend into end August as 
shown on our long term 
oscillator series (lower rec-

tangle). Following that, the Bund should resume its downtrend and make news lows towards October. We believe that 
the potential for this rebound is quite limited (towards 163-164), while the downside risk into October is still substantial, 
possibly towards 158 – 155 as shown by our ‘I’ Impulsive targets to the downside (right-hand scale). 

IEF - iShares 7-10 Year Treasury Bond ETF
Daily graph or the perspective over the next 2-3 months

Treasuries in the US have 
shown more resiliency 

that in Europe as lately in-
flation expectations in the 
US have been revised down 
rather than up. Neverthe-
less, on this Daily graph, 
Treasuries did reach a top 
end June has shown by on 
our long term oscillator se-
ries (lower rectangle). We 
believe that the whole pro-
gression to the upside since 
December is just a correc-
tion: it never made it above 
our ‘C’ corrective targets 
to the upside (right-hand 
scale). On our medium term 

oscillators (upper rectangle) a continuation trade may be envisaged into August. This would correspond to the conso-
lidation to the downside we expect on equities. Yet, Bottom line, we see little upside potential on US Treasuries from 
here (they should remain below our corrective targets to the upside) and we would expect them to start resuming their 
downtrend at the latest by end August / early September. 
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Gold in Euros
Daily graph or the perspective over the next 2-3 months

The Daily graph of Gold in 
Euros is very similar to 

the one of the Bund above. It 
recently reached an interme-
diate bottom and could be 
ready to bounce into the 1st 
Half of August as shown on 
our medium term oscillators 
(upper rectangle). In the best 
of cases, this bounce could 
extend  into end August (our 
long term oscillators; right-
hand scale). Following that, 
Gold in Euros, should resume 
its downtrend towards Octo-
ber. We believe the potential 
for the bounce is probably 
into the lower/mid 1’100s, 

while the downside potential towards October is still quite substantial (our ‘I’ Impulsive targets down; right-hand scale).     

Gold in USD
Daily graph or the perspective over the next 2-3 months

Similarly to the US Trea-
sury graph above, Gold 

in USD shows a stable 
progression up since De-
cember. Gold in USD is also 
less volatile than Gold in Eu-
ros as it is less distorted by 
the strong moves in EUR/
USD we have seen since 
December. Since June, both 
our oscillator series have 
entered a consolidation pe-
riod to the downside (upper 
and lower rectangles). On 
our long term oscillators 
(lower rectangle), we be-
lieve that this consolidation 
period could last into late 

September. In the meantime, as with Treasuries or Gold in Euros, Gold in USD may bounce to the upside into August (as 
shown on our medium term oscillators; upper rectangle), yet we expect the potential to be limited as Gold in USD should 
meet strong resistance towards the upper end of our ‘C’ Corrective targets up (right-hand scale) and previous 2017 highs, 
i.e. between 1’270 and 1’300. 
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EUR/JPY
Daily graph or the perspective over the next 2-3 months

Euro vs Yen shows a simi-
lar picture than the Bund 

or Gold in Euros, in reverse. 
The graph also looks like 
an exaggerated version of 
the S&P500 graph further 
above. On both our oscilla-
tor series (upper and lower 
rectangles), an interme-
diate top is currently being 
made.  We would now 
expect EUR/JPY to conso-
lidate to the downside 
into the 1st Half of August 
towards the higher end of 
the corrective targets down 
(circa 124). Following that, 
from mid, at the latest end 

August, we expect EUR/JPY to resume its uptrend towards October.

USD/JPY
Daily graph or the perspective over the next 2-3 months

USD vs Yen is weaker 
than EUR/JPY. Yet, 

over the next months, we 
believe it shows a similar 
picture (yet again, a bit 
weaker). The consolidation 
to the downside has pro-
bably found a low point on 
our long term, oscillators 
(lower rectangle), while the 
uptrend, which started in 
April on our medium term 
oscillators (upper rectangle) 
should first correct to the 
downside into the 1st Half 
of August and then resume 
its uptrend until October 
(as with EUR/JPY). We be-

lieve the consolidation down from December into April was just a correction in a larger uptrend. Indeed, it has held above 
the lower end of our ‘C’ Corrective targets down (right-hand scale). The correction to the downside we expect into August 
should also hold above these levels. Following that, the potential to the upside (‘I’ Impulsive targets up; right-hand scale) 
into October is in the low 120s. This view is similar to Gold in USD in reverse, yet more positive for the Dollar vs Yen. It 
would justify our reticence to be too aggressive to the upside for Gold as we move into August. 
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Silver to Gold ratio
Daily graph or the perspective over the next 2-3 months

We like to use the Sil-
ver to Gold ratio as 

a proxy for reflation trades. 
It translates the more cycli-
cal bias Silver has over Gold. 
Over the last 18 months, it 
was also nicely correlated 
with Oil. On both our oscil-
lator series (lower and up-
per rectangles), the current 
downtrend could extend 
into the 1st Half of August. 
That said, ‘I’ Impulsive tar-
gets down (right-hand scale) 
have almost been met. We 
believe the Silver to Gold 
ratio could be bottoming 
over the next 3 to 4 weeks 

and we do not see much downside potential left. This is positive for reflation trades in general from mid August onwards.  

EUR/USD
Daily graph or the perspective over the next 2-3 months

We conclude this sec-
tion with EUR/USD. 

Last month, we were awai-
ting the USD to bounce and  
EUR/USD to start correcting 
to the downside. We had 
however laid out the pos-
sibly that EUR/USD could 
extend into early July and 
1.15. That said, EUR/USD 
has lingered on a bit further 
and a bit longer than ex-
pected. This would confirm 
our strong views since ear-
lier this year, that EUR/USD 
will probably remain strong 
throughout 2017. In first 

instance, both our oscillator series (lower and upper rectangles) would suggest further highs into October possibly towar-
ds the 1.20 mark. In the meantime, as with other assets mentioned above in this section, we still expect a counter-trend 
move into the 1st Half of August. We would be more conservative than last time however on its potential to correct to the 
downside: towards the higher end of the corrective targets to the downside we can calculate (circa 1.13-1.12).

Concluding remarks

Risk/reward is stretched on our Daily charts for so called risk assets (S&P500 and EUR/JPY especially) and intermediate 
tops seem to be in the making. We hence expect some consolidation to the downside into the 1st Half August for these 
assets as well as for EUR/USD, USD/JPY or the Eurostoxx 600. At the time, defensive assets should make a comeback 
and Treasuries, the Bund and Gold could indeed bounce. During this risk off period, reflation trades may see their final 
lows for the year following their strong retracements Year to Date.  From mid August (at the latest end August/early 
September), we believe risk assets should resume their uptrend possibly in first instance towards October, then into early 
2018. In the meantime, reflation assets would have made their lows and started to move up again. 16


