
An unconvincing bounce on many equity markets may lead to further 
downside retests into end Q1 / early Q2
Last month, we had published in the middle of the crisis, on the 8th of February. The sell-off had been quite deep and we 
were hitting important support levels. We then believed that a rebound would materialise, probably towards early March. 
As we write, the rebound may still be underway, on US markets at least. In Europe and Japan, it has come and gone, prices 
have recently retested their February lows, yet are currently attempting to bounce up again. Across the board, however, the 
rebound has been quite weak, and as new intermediate highs are approaching on most of our oscillator series, we would 
probably expect further downside retests over the next few weeks. Longer term, we still remain constructive, tentatively 
from early/mid Q2 towards mid-year, although we are probably approaching the last stages of the 9 year equity bull mar-
ket, which started in 2009.

S&P500 Index - Bi-monthly graph or the perspective over the next 1 to 2 years

This long term uptrend is 
slowly reaching exhaustion. 

Our I Impulsive targets up have 
been achieved (right-hand scale), 
and our long term oscillators 
(lower rectangle) are approa-
ching a “High Risk” zone. Shorter 
term, on our medium term os-
cillators (upper rectangle), a last 
sequence up may still be un-
derway, possibly until mid year. 
Such extended conditions on a 
bi-monthly graph can usually 
trigger consolidation periods that 
could last between 1 and 2 years. 
The C Corrective potential to the 
downside we can currently calcu-
late, given our historical measure 

of volatility “Delta” (here at 1’176 points, middle graph, right-hand side), is between 590 and 940 points (or 0.5 to 0.8 times 
“Delta”), i.e. somewhere towards a 20 to 35% correction from current levels.

S&P500 Index - Weekly graph or the perspective over the next 2 to 4 quarters

Here also, the uptrend since 
early 2016 seems quite ex-

hausted. Our long term oscilla-
tors recently made an important 
intermediate top, which our “Au-
tomatic Messaging” is labeling 
as a “High Risk” situation. Our I 
Impulsive targets to the upside 
(right-hand scale) have also been 
reached. With some creativity, 
we can extend our medium term 
oscillator sequence up until mid 
year (upper rectangle). Yet, if 
correct, we would consider such 
a last move up, as a mere exten-
sion, not the beginning of a new 
uptrend. Looking to the down-
side, our C Corrective targets 
down (right-hand scale) are sug-

gesting that the crucial support zone lies between 2’560 and 2’390. Its upper boundary has already been tested during the Fe-
bruary sell-off. Any foray below its lower end (below circa 2’400), would probably tip the S&P500 into an outright Bear market. 26
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S&P500 Index
Daily graph or the perspective over the next 2 to 3 months

On our long term oscillators 
(lower rectangle), the 

rebound is still underway, 
and it may last into the end 
of March, even into April. 
That said, we believe this 
sequence is probably too 
aggressive to the upside for 
now. Indeed, the sequence 
we show on our medium term 
oscillators (upper rectangle), 
may soon reach a new top 
position, probably between 
now and mid March. Such 
configuration usually trigger 
further downside corrections, 
especially when prices remain 
below their previous highs 

(which is the case at the moment). We would hence expect, the rebound to die out, sometime over the next week or so, 
which could trigger a new retest to the downside, potentially towards early April, perhaps even end April. The support 
level we can calculate using our historical measure of volatility “Delta” (here at 283.7 points) is towards 2’650 (or 0.8 
times “Delta” subtracted from the top). Below that, prices could theoretically move towards our I Impulsive targets to the 
downside, i.e. towards the 2’500 – 2’400 range (1.3 to 1.7 times “Delta” subtracted from the tops).

Cap. weighted portfolio of US  defensive sectors vs the S&P500 Index
Daily graph or the perspective over the next 2 to 3 months

This Cap. Weighted port-
folio of Healthcare (XLV), 

Staples (XLP), Utilities (XLU) 
and REITS (RWR) is Oversold 
vs the S&P500 Index. In addi-
tion, our I Impulsive targets to 
the downside (right-hand scale) 
have been reached, signaling 
that the downside potential is 
probably exhausted for now. 
This defensive portfolio could 
hence be getting ready to 
bounce, which would confirm 
that a possible risk-off period 
lies ahead.  Indeed, both our 
oscillator series (lower and up-
per rectangles) are reaching in-
termediate lows over the next 

week. They could bounce during 3 to 6 week (until early April, perhaps late April). Following that, defensive stocks resume 
their downtrend vs the S&P500, possibly towards mid year.
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Amundi MSCI Europe Minimum Volatility ETF/ Amundi MSCI Europe ETF 
Weekly graph or the perspective over the next 2 to 4 quarters

Similarly in Europe, we use 
the ratio between the Amu-

ndi Minimum Volatility ETF and 
the Amundi Europe ETF to cap-
ture the defensive factor vs the 
general market. On both our 
oscillator series (lower and up-
per rectangles), Minimum Vo-
latility stocks have reached an 
intermediate low vs the Euro-
pean index. The sequence we 
show on our medium term os-
cillators (upper rectangle) sug-
gests that a relative bounce 
of Defensive stocks could last 
into early Q2, before Mini-
mum Volatility resumes lower 
vs the European Index until 
early Q3 2018.

GDX - Market Vectors Gold Miners ETF / SPY - SPDR S&P 500 
Daily graph or the perspective over the next 2 to 3 months

Lately, there hasn’t been 
many occasions when Gold-

mines have outperformed the 
S&P500. The last time it really 
happened was during the Au-
gust risk asset correction. Yet, 
on both our oscillator series 
(lower and upper rectangles), 
Goldmines may be getting 
ready to bounce again. The 
move, which could start 
between now and mid March, 
could last into early, perhaps 
late April. It would probably 
confirm that the further risk 
off phase is underway.   
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EuroStoxx 50
Weekly graph or the perspective over the next 2 to 4 quarters

In Europe, the recent sell-off 
has been quite damaging. On 

our long term oscillators (lower 
rectangle), we will maintain 
our positive projection for now, 
probably towards mid year. 
That said, on our medium term 
oscillators (upper rectangle), 
the uptrend sequence has 
been broken, and the next 
bottom we can expect is pro-
bably towards mid Q2. It will 
probably be the EuroStoxx 
50’s last chance to find sup-
port and accelerate up towar-
ds mid year / early Summer, 
provided the damage until 
then is pretty much contained.

EuroStoxx 50 
Daily graph or the perspective over the next 2 to 3 months

The February rebound was 
short lived on the EuroS-

toxx 50. Going forward, both 
our oscillator series (lower and 
upper rectangle) would sug-
gest that the EuroStoxx 50 re-
sumes lower from mid March 
to late April, even early May. 
Our I Impulsive targets down 
(right-hand scale) still show 
compelling downside risk, po-
tentially towards the 3’240 
– 3’100 range.  Given these 
negative prospects over the 
next month or so, we would 
put any bullish projections on 
hold, at least from mid March 
to mid April.   
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Nikkei 225
Weekly graph or the perspective over the next 2 to 4 quarters

The Nikkei is in a similar 
situation as the EuroS-

toxx 50. On our long term os-
cillators (lower rectangle), we 
would also maintain, for now, 
our positive projection, pos-
sibly towards mid year. That 
said, on our medium term os-
cillators (upper rectangle), we 
have switched to a downtren-
ding sequence, where the next 
bottom is expected sometime 
in mid Q2. We will probably 
remain defensive until this 
support point is reached. On 
the target front, our I impulsive 
targets to the upside still show 
strong potential towards the 

24’000 - 27’000 range (right-hand scale), yet in the meantime, it is the C Corrective targets to the downside which we believe 
are more important. They should provide support somewhere in the 20’000 to 18’000 range (or 7 to 15% below current 
levels).

Nikkei 225
Daily graph or the perspective over the next 2 to 3 months

During the sell-off, the Nik-
kei has held the support 

of its C Corrective targets to 
the downside around 21’000 
(right-hand scale). Both our 
oscillators series (lower and 
upper rectangle) are also sug-
gesting that it could hold up 
and even bounce slightly lon-
ger into mid/late March. That 
said, both our projections 
are now negative into April, 
and we would probably use 
any decent rally to put some 
downside protection into 
place. We would probably re-
main defensive into mid April, 
perhaps even early May. In-

deed, if at some point, our C Corrective targets to the downside are broken (right-hand), the next level of targets we can cal-
culate is towards the 19’000 – 17’500 range (1.3 to 1.7 times our historical volatility measure “Delta”, here at 3’890 - middle 
rectangle; right-hand side – subtracted for the highs at 24’124). These possible downside targets are somewhere between 
10 and 20% below current levels, which is compelling.
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EEM - iShares MSCI Emerging Index Fund
Daily graph or the perspective over the next 2 to 3 months

On Emerging markets, following 
their acceleration up from 

early December to late January, a 
“High Risk” situation has now been 
reached. This is shown on our long 
term oscillators (lower rectangle), 
and confirmed by our Automatic 
Messaging.  In such situations, we 
would usually expect some consoli-
dation that may last for 2 to 3 mon-
ths. On our medium term oscillators 
(upper rectangle), we would also 
expect a period of consolidation, 
probably from mid March into ear-
ly April, before prices accelerate up 
again into May/June. To confirm 
this scenario, EEM will first have to 
hold above its C Corrective targets to 

the downside, i.e. above 47 (right-hand scale). Indeed, below that, the downside risk is much more compelling, probably towar-
ds the 43 – 41 range. This would definitely end the current uptrend.
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EEM - iShares MSCI Emerging Index Fund /  ACWI - iShares MSCI ACWI 
Weekly graph or the perspective over the next 2 to 4 quarters

On our long term oscillators 
(lower rectangle), the uptrend 

since 2016 has now reached an im-
portant intermediate top. That said, 
on our medium oscillator (upper 
rectangle), the sequence we show 
could still justify one late push up, 
probably into late H2 2018. Putting 
this discrepancy aside for now, we 
can conclude that on both oscillator 
series some consolidation to the 
downside is expected until early Q2 
at least. Following that, Emerging 
markets may start to accelerate up 
again and could outperform the All 
Country World Index (ACWI). Al-
though we will still need to confirm 
this last move up during Q2, its po-

tential could be compelling (I Impulsive targets up showing between 10 and 20% outperformance potential; right-hand scale).

Concluding remarks:

The early February correction on equities created important intermediate tops on many of our long term graphs. The 
rebound that followed is still underway, yet appears quite weak. We would hence probably expect a further period of 

downside retesting on equity markets, which could start between now and mid March and last until early, perhaps late 
April. Relative trends to the downside on Defensive sectors and Goldmines vs the S&P500 seem exhausted for now. These 
may bounce over the next few weeks, which would confirm that a risk-off period is underway. More generally, equity mar-
kets could be approaching the end of their 9 years “Bull” market. We expect them to extend higher one last time from mid 
Q2 into mid-year, perhaps the Summer, but at this stage, the longer risk/reward on equities seems stretched.


