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“Man spends his life in reasoning on the past, in complaining of the 
present, in fearing for the future”. Antoine Rivarol, Penses, traits 
et bons mots. Late 18’th century.

Which nicely captures the mood of the current 
market. Blogs all over blogoland are calling the top of 
this current rally. The top has been called probably for 
the last three weeks or so. This is a most hated rally.

Why?

Predominantly because so many have missed it. It 
was birthed in the despair and fear of last August, 
and that three month chop-fest pretty much ended 
many traders bullish instincts, it conditioned them 
psychologically to expect constant pullbacks, to take 
quick and fleeting profits. 

This market has marched relentlessly higher, 
pullbacks shallow. 

In it’s own way, as frustrating a market as the 
previous chop-fest, unless you have been consistently 
long. Take a look at the long term monthly chart. 

The market is close to a previous resistance point, 
the resistance that turned the market lower last time. 
Now look at the differences: The MACD histogram is a 
fraction of the previous reading. This is a divergence. 
Divergences are very powerful technical signals. How 
do we interpret this divergence?

I have looked for confirmation in other areas of the 
market that are not based upon price signals, and 
thus have an independent point-of-view so to speak.
% of stocks bullish is still at 85% in the SPX. The 
50 period moving average is closing the gap, which 
indicates a price correction through time. This is 
largely why we have had no signi-ficant corrections 
via price.

The PUT/CALL ratio is not yet at statistically significant 
levels to drive a price correction.

All the usual technical charts confirm the trend: 
the 5day, 3mth and 2yr are all sending the same 
message: stay long. 

The enemy is our own psyche. We are easily 
influenced by the herd mentality, and the herd, the 
vocal herd that is, are screaming for a correction. 

The herd with money in the market however are 
sending a very different message - they are saying 
remain bullish, at least for the moment.
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I have also been reading again about the US dollar 
and stock correlations. The whisper seems to be 
bullish on the US dollar. I would agree that the 
short-term trend could be bullish for the dollar, but, 
the longer term trend is down. 

Quite how tight the correlation between common 
stocks and the dollar actually is currently, I’m not 
convinced that it is particularly tight at the moment, 
which would suggest that both the dollar and the 
stockmarket could continue to trade nominally higher.

In summary, the message is sit tight do nothing. 

Recommendation: Stay long
duCati system: No changes hold long

Until next week, jog on, Duc.
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Disclaimer:
The information found in this report should not be considered to be investment advice. Any investment decisions you make should 
be based solely on your evaluation of your financial circumstances, investment objectives, risk tolerance, and liquidity needs. 
The author is not a registered investment advisor and does not represent the information in this report as a recommendation for 
readers to buy or sell the securities under discussion. All information contained herein is believed to be accurate at the time the 
information is posted. However, it is possible that errors may exist n this report. The reader should conduct his or her own due 
diligence and not, under any circumstances, rely on any of the information presented on this site. All liability for the content of 
this report, including any omissions, inaccuracies, errors, or misstatements is expressly disclaimed. Always complete your own 
due diligence. The author will disclose positions held in securities under discussion at the time of posting.
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