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“Quantitative approach for asymmetric results”

I just would like to share with you a brief analysis on the SP500, monthly chart. As the job of a
technical analyst is to read the market and anticipate its most probable direction, it is also true that
no alternatives must be left out.
Difficult right now therefore to be bearish, as evidence is telling us quite the opposite. However
looking at a higher timeframe it may give us a hint of where we are right now in the cycle of the
latest upward movement started in 2009. In addition, just playing the game of spotting the
differences and similarities with past events, it may (or may not) comfort our current vision on the
market.
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Let's look at the main difference and the main similarity:

VOLUME:
Clearly a major difference with the 2007, where volume was sustaining the upward trend, showing
that quite everybody was invested in the equity market.
Not so much the situation in which we are right now, where volume has been decreasing
drastically since 2011. It is true that in fact in these days we read articles mentioning the "great
rotation" , from bonds to equity investments.
Such rotation is a possibility, although Bill Gross in a tweet a couple of days ago, told otherwise. Or
at least it is not the rotation we would expect: in fact he noticed that at PIMCO the rotation was
from money market funds to equity investments.
Very possible that such unexpected rotation will fuel additionally this last part of upward movement.
From a traditional technical analysis standpoint, a decreasing volume is associated with a
corrective pattern, and not a primary one. Therefore on the other hand, the primary trend should be
the (possible) upcoming downward trend.
Conclusion: evidence is telling us that the primary trend is not the current one, but in the near
future, as months will pass by, we will see if volume from the unconventional rotation is happening
and sustaining the market for further new further highs.

CANDELSTICKS:
Here we have the exact opposite compared to the volume situation.
It is worth noting that in 2007 the month of August produced a "long legged doji" candlestick, which
fueled the market for the subsequent two months run up resulting in achieving an all time high for
the index. Quite a similarity for the November 2012 candlestick!
The reason why I say this is the opposite situation of the volume, is because such bullish
candlestick might be therefore (on a pure "let's find the similarity with 2007" game) a signal of a
major downward movement ahead of us, in the very near term. After the August 2007 candlestick,
the market continued its trajectory for another two months before inverting.
Conclusion: as this time, the long legged doji happened last November, making this month
(ideally) the month of the inversion of the market.
It will be interesting to see how events will unfold, and from a technical analysis point of view, if a
trend inversion might happen, we should also witness from then on a spike in volume.
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Useful Links:
European Central Bank:
www.ecb.int
Bank for International Settlements:
www.bis.org
International Monetary Fund:
www.imf.org
Federal Reserve:
www.federalreserve.gov
US CFTC
www.cftc.gov

Disclaimer
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For
investment advice, trade execution or other enquiries, investors should contact their local sales representative. Any prices stated in this report are for information purposes only and do not represent
valuations for individual securities or other instruments.
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