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Small caps were holding up well but since 

the start of the year they have made a 

new low below the August “flash crash” 

and the MAV has turned down. 

Although rallying from a significantly oversold position 

– in terms of price and sentiment - the progression of 

lower lows and lower highs below a falling 200-day 

MAV keeps this index firmly in bearish territory. 
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Rallying hard from a very oversold position but a new low 

below the falling 200-day MAV. 2000 needs to be 

regained soon to change the bearish case 

2000 is providing support. Again a strong rally from 

oversold but still well below a falling 200-day MAV 
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The rally from the August lows was impressive but not 

uncommon in the early stages of a new bear market. 

Note the similar pattern at the beginning of 2008. 

US mid-caps are leading the way down. Yet 

another rally in progress under a falling 

200-day MAV 
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Oh dear! Support at 400 didn’t 

last very long. What now Mario? 

Even Japan is now a cause for concern 

with a falling 200-day MAV and a 

tentative new low. BoJ action has put a 

brake on downside action for now. 
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Some reality returns to Club Med… 

This where a lot of the trouble lies – the 

banks are severely undercapitalised and 

still over leveraged. 
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This being perhaps the most 

worrying example. 

If not this one… 
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Long term this is a key sector to be 

exposed to, but for now the trend is down 

Another new low beneath a falling 

200-day MAV. Important support 

around 350. 
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This is where the real battle is. Triangles usually resolve 

by at least the depth of the formation. Last month we 

said “So 3.7% making the heroic assumption the break 

will be to the upside”. As you were! 
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Important support at $1.50 has given 

way as there are no signs of the BoE 

following the Fed’s rate rise. The UK 

economy may not be as robust as some, 

including the chancellor, would like to 

think. Short term oversold and a lot of 

support between $1.40 and $1.45 

A battle between two weak 

currencies. €1.35 needs to be 

regained quickly if sterling is not 

to revert to being the “poor man 

of Europe” 
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Support at Y180 was transitory. We 

are now looking at renewed Yen 

strength, which as we said last month, 

doesn’t make much sense for the 

Japanese economy; the BoJ would 

appear to agree with that view! 

The reaction at the 200-day MAV level 

will be illuminating after this 

impressive rally in the barbarous relic. 
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Crude has probably gone as 

low as its going to for the time 

being with quite a lot of 

support from the early 2000 

consolidation but $20 is a 

tempting target 

Gold mining shares are not as 

cheap as they have ever been, but 

they are far from expensive 
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Last week European corporates had the largest number of earnings forecasts downgraded than at 

any time since the Great Recession. 

Well that explains everything! Strong 

dollar weak oil. Simples! 

End of QE3 
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Is this a better way of looking at US unemployment? Two of the Fed’s branches seem 

to think so… 

 

The Hornstein-Kudlyak-Lange Non-Employment Index including People Working Part-Time for 

Economic Reasons (NEI+PTER) is a weighted average of all non-employed people and people working 

part-time for economic reasons expressed as the share of the civilian non-institutionalized 

population 16 years and older. The weights take into account persistent differences in each group's 

likelihood of transitioning back into employment. Because the NEI is more comprehensive and 

includes tailored weights of non-employed individuals, it arguably provides a more accurate reading 

of labor market conditions than the standard unemployment rate. 

 


