TREND THEORY FOR MARKET TIMING
OVERALL, LONG TERM TREND




The chart above contains four moving averages: the 40, 30, 20 and 10-week, as well as the Rate of Change, MACD (moving average convergence divergence).Moving averages are the primary indicators for all trend trading, as the longer and shorter term moving averages either come together or separate, you obtain the most reliable signals. Stochastic indicators which are momentum signals from buyer/seller strength. The downtrend line, which began just above S&P 1,500 in the middle of the year 2000, is still in force and defines the market's overall direction for the most of the past several years.

The 40-week (magenta) and 30-week (green) moving averages are two key descriptors of the long-term trend. When price is below these two all-important measures and they are sloping downward, we have a bear market "signature." Except for very brief periods of "countertrend rally" when the S&P briefly climbed above these flat or downward-sloping moving averages, the 40-and 30-week have "contained" the index since mid-2000.

The 40-week moving average is now at 896 and the 30-week is at 881. The bearish pattern remains clear. Long-term moving averages turn slowly. It is therefore highly unlikely that a bull market, where the S&P would push above upsloping long-term moving averages, will emerge anytime soon. To be in tune with the primary trend means to be generally short except during countertrend rally periods. Obviously, this applies only to trading in a major indicator, there are charts for individual stocks some of which remain in bullish trends. 

Major resistance on the index is in the zone of 950-968. Beneath that level, as we shall see when we look at the daily chart, significant resistance is at 868 -- the break of a level that had supported prices for four months after the October 2002 rally.

Major support is in the zone of 768-775. Just above that level we find the 806 low formed on February 13th . Note that the Bollinger bands have begun to tighten, reflecting that since July 2002 the S&P has gone essentially sideways, although this sideways movement has been within the context of an overall downtrend. Remember, this chart is for long term trend; the resistance area on an intermediate term has been 852, and the support which will become resistance has been 820, the range for the last few months.

The trend following MACD indicator has again issued a sell signal, suggesting that the recovery rally from October has failed.  However, the two lines have not begun to sharply diverge -- the indicator's behavior when there is a strong trend. This week's candlestick is not a typical reversal candlestick, suggesting that the market can still drift lower.

Another symptom of complacency is seen in the volatility index, or $VIX. The higher the reading on the $VIX, the more fear is shown by traders. At the chart below shows, market bottoms in July and October were marked by VIX readings over 50. We need the 90% down days which Richard Russell talks about in his Dow Theory to signal any change in trend. 
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Currently the $VIX sits at 35 -- near the bottom end of a range it has been in for the last several weeks. As the MACD of $VIX shows, the indicator is trending downward and predicts a low in the mid-30s. Important market bottoms are usually not made in this kind of market climate. S&P will need to test the 780-790 level near the July and October lows before it will be able to move significantly higher. We are not very far away from those levels at the moment.
2.   Markets in Review
	MARKET
	2nd support
	1st support
	1st resistance
	2nd resistance
	COMMENTS

	June SP 500
	828
	856
	879
	896
	War marketlast few days been locked in a range, between the desire to continue war rally to the reality that war may last longer. On a much longer term outlook, the economic fundamentals are still negative

	June Dow
	7550
	7775
	8300
	8475
	Overall trend still down; last weeks hi bounced off the 40 day moving average 

	June Nasdaq
	1020 
	1046
	1075
	1101 
	The failure at 1100 is proving the bear trend is still intact.  Watch the 1075 level.  If failure occurs there again it should drive the Naz to the 1020 area.  If support is breached there on a weekly close lookout below.

	June Bonds
	 109'16
	110'31
	112'13 
	113'10 
	The bond is still reeling from the largest weekly drop since October of 1998.  The weekly close above 110'31 should should push the bond to the natural retracement level of 112'13.

	June Yen
	82.22
	83.00
	84.10
	84.35
	Bears likely to remain in control as this market is expected to continue under moderate downside pressure during the next several weeks

	June Canadian
	67.51
	67.76
	68.15
	68.40
	Daily chart shows recent move up from 66.56 and showing a possible double top formation

	June Aussie  
	 58.27 
	 59.10 
	 60.00 
	 60.44 
	Iraq remains the only focus for AD-USD trade and how the war is perceived to be going will dictate AD direction. Speculative longs in the AD have dropped to their lowest level since October and this drop suggests the technical backdrop for the AD is improved. 

	June Euro
	105.08
	106.08
	107.80
	108.20
	Another war markethigh correlation to the gold and inverse correlation to indices. War reports will influence shorter term swings. Longer term, still a bull market

	June Gold
	325.80
	328
	335
	342
	Expect market volatility reactions to the daily news flow on the war developments.  Market has been in a channel range since 3/24

	May Silver
	4.28 
	4.35 
	4.48 
	4.57 
	For the silver market, we would think that the direction of the stock market becomes the critical leading indicator. The sell pressure should remain high and resistance will become tough to crack until decent bottom has formed. 

	July Platinum
	580.00
	601.00
	652.50
	694.00
	Platinum trading historically high and S African producers straining to increase output, auto demand may slackenbut persistent production/consumption deficit 

	May Copper
	70.15
	72.00
	74.50
	75.00
	This market will remain under pressure for the next several weeks due to the weak U.S. economy and expected delay in recovery caused by the Iraq war.

	May Crude
	28.00
	30.00
	31.00
	31.50
	This market will remain highly-volatile for at least the next few weeks, possibly longer if the Iraq war effort stalls and further disruptions occur in Nigeria / Venezuela. Recent near-contract highs were $39.99 / bbl.

	May Unleaded
	74.50
	87.40
	107.25
	116.30
	Regardless of current geo-political activity, which has increased volatility, still holding higher trend

	May Heating Oil
	6000
	7500
	8295
	9300
	Geo-Political activity is still creating increased volatility. However, heating oil season is almost out.

	May Wheat
	276.50
	281
	286
	300
	Daily chart has been trending down.  Look to the weekly chart for a support range 276.00 to 274.00

	May Beans
	5.25
	5.60
	5.80
	6.00
	trading in a congestion area w/ reducing volatility: watch for a breakout

	May Corn
	205
	225
	230
	240
	DEMAND FEARS; CHINA STILL SELLING TO ASIA CUSTOMERS; WAR FREIGHT HIGH

	May Bellies
	86.70
	87.32
	89.00
	90.40
	Important to hold the 87.32 level for the up trend to continue

	June Hogs
	56.30 
	 57.00
	 59.20 
	 60.90 
	The Hogs and Pigs report Friday afternoon could change things for the months ahead, but we think supplies are set for a decline due to begin in another 2-3 weeks. 

	April Cattle
	74.95
	75.22
	75.70
	76.15
	Historically Live cattle market tends to be the weakest during the spring (March thru May) when the supply is the highest

	May Sugar
	7.02
	7.42
	7.92
	8.10
	Bears have the slight edge. Lots of supply out there but in between the 742 held twice while the 40 days moving avg. at 809 will act as a strong resistance.

	May Coffee
	57.00
	57.50
	60.00
	61.40
	Coffee is trading at lower historical range, but the pressure short term is still down.... Brazils freezing season usually starts in late May

	May Cocoa
	1705
	1980
	2165
	2060
	FUNDAMENTALS ARE POINTING DOWN BUT SENTIMENT ISN'T CONVINCED


The information contained in the research reports has been taken from trade and statistical services and other sources which we believe are reliable. It does not guarantee that such information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice. 

	Just published: Walter Bressert's 4-Year Cycle for the S&P500 Report Update 


	Long-term Outlook and 4-Year Cycle Update for the S&P500_ Over the next 7 years timing will be everything!! 

  4-year cycle-top due January 2004 - July 2004 near 1115 

  18-year cycle has topped_bottom due 2004 - 2010 at 631 or lower 

  36-year cycle has topped_bottom due 2004 - 2010 at 631 or lower 

Longer-term Outlook
Expect a continued up trending market in the S&P500 into the Jan 2004 - July 2004 time period as the current 4-year cycle tops at 1115 or higher. As the market moves up to this top the financial press can be expected to hail this up move as a renewed bull market. But it will not be so. Following the 4-year cycle top prices can be expected to drop lower into a 4-year cycle bottom in 2006, with a combined 36 and 18-year cycle bottom due as the 4-year cycle bottoms in 2006 or 2010. 

Shorter-term Outlook
The next four months are likely to see an up trend into a combined 20-week cycle and seasonal cycle high in the April-July time band (this time period will be tightened as prices move close to the time band). Cycle patterns give 90% seasonal odds of a rise above 954 into this high, with the 20-week cycle top expected in the 980 - 1020 range. 
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