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Executive Summary 

This week things finally changed a lot more than the weeks prior, as we got our breakdown to the price levels we’ve 

been eyeing for weeks, and as forecasted last week: “Most charts align with a breakdown of SPX2145-2140 targeting 

SPX2110-2100 region.” As such, per the AAII Sentiment Survey there are only 25% Bulls left. Contrarian? 

Now the market has two options: whipsaw some more to frustrate even more participants with a bounce to 

~SPX2165 and to end it all with a 2nd marginal lower low around SPX2105 (wave c equals wave a), or rally straight 

from here to SPX2185-2195 for minor 1 of intermediate iii. There’s positive divergences on many TIs and market 

breadth, suggesting the latter option. However, despite that price has since Thursday’s low merely bounced and 

been rejected at first resistance, suggesting the former option. Longer term, market breadth suggests we’re nearing 

an important low and can expect new highs after. 

 

How to trade this? 

Price is essentially still in the noise zone. A break above SPX2145 targets SPX2165. A break above SPX2170 targets 

SPX2185. A break below SPX2120 targets SPX2105. Those are our actionable levels for long and short/inverse ETF 

positions. 

Please remember that cash is a position too. In sideways/uncertain markets it can in fact be the best position to be 

in: when in doubt stay or get it. Once the break out or -down occurs based on the (above mentioned) price levels 

cash can then be deployed to enter the right position.  
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Elliot Wave Update 

Elliot wave is back!  Over the past two weeks we abandoned it as our main “weapon of attack” due to the sideways 

nature of the market. This week things cleared up with a break lower. We now have two options left: see red and 

blue arrows in Figure 1: 

1) Red arrows: intermediate ii still unfolding. We’d get one more abc up to close the gap at SPX2163, with b 

dropping to SPX2128 and c=a=35 relationship to SPX2163. This will then be followed by one lower low to 

SPX2105. At SPX2105 when then also have a c=a=75 relationship. 

2) Blue arrows: intermediate ii completed and minor 1 of intermediate ii is underway targeting around 

SPX2185-2195. 

Figure 1.  SPX hourly chart with two most likely price-action options going forward. 

 

 

To be honest, we’d prefer the first count. Why? The market then whipsaws the greatest majority of market 

participants to the point they give up, no matter which side of the market they believe in. And, this is what is 

happening with investors’ sentiment.1  

 

                                                           
1 AAII Sentiment’s survey shows: Bullish sentiment fell 3.3% to 25.5%, putting it below its historical average of 38.5% for the 49th consecutive 

week and the 82nd out of the past 84 weeks. Neutral sentiment pulled back by 2.5% to 40.8% and remains above its historical average of 31.0% 

for the 37th consecutive week.  Bearish sentiment rose 5.8% to 33.7% putting it above its historical average of 30.5% for the fifth time in seven 

weeks. Pessimism has largely stayed above its historical average since the end of August. Though higher than the levels seen in July and 

most of August, pessimism has stayed within its typical historical range. Optimism is currently at an unusually low level, and has been for 

four out of the past five weeks. Simple put: only 1 out of 4 investors think the market will go higher over the next 6 months… Contrarian? 

 

http://www.aaii.com/sentimentsurvey
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Market update 

The S&P500 dropped below the lower green uptrend channel, which is in place since February this year. That by 

itself is bearish. Price remains below its 20d and 50d SMA. That also is short to intermediate term bearish. But, price 

is well above its 200d SMA, which is rising, and remains well above the BREXIT low. That is intermediate to long ter 

bullish. We have positive divergences on the RSI5, A.I. and MFI, but not yet on the MACD as it hasn’t turned back up 

yet. Those are short to intermediate term bullish indications. However, Friday’s candle was less than ideal (for the 

bullish case) as it was rejected at the lower triangle trendline. Bulls need to see price back above the 20d, 50d SMA 

and SPX2170/2180 to be certain the next leg up is underway. 

Figure 2. SPX daily TI chart: Triangle breakdown and target met. Positive divergences, but no real follow through yet. 
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Figure 2 below shows our easy to understand 34-day trading interval. Yesterday, Friday October 14 was one. The 

market bottomed one day prior  Next up is the October 19 Bradley Turn date. Price however dropped below the 

dotted blue and red trend lines, but found support at horizontal support (2120-2105 levels green and red support 

lines. A break above SPX2175 targets SPX220 and beyond. 

Figure 3. SPX Time-Fibs and longer term trend lines for support and resistance. 
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The weekly S&P500 chart (line chart to show closing prices only as to reduce intra-day noise) shows how price closed 

the week below its 20W SMA ((SPX2142). Now the upper end of the purple S/R zone at SPX2100 will be next support. 

The MACD is not looking healthy and wants to see lower prices, as also all other TIs are pointing down. 

Simple put: the weekly chart shows that a break below SPX2140 targets SPX2100 

Figure 4. SPX weekly TI chart: closed below 20w SMA. Next support at SPX2100. 
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Market breadth 

This weekend we’ll do little more of a deep dive on this topic. Market breadth (McLellan Oscillator for S&P500 and 

NYA shown) remains negative: more stocks are declining then advancing and therefore the market can’t rally (an 

index is a market of stocks). Breadth support remains broken as it is below the black dotted trendline. But, NYMO 

has entered our buyable zone once again and there’s now positive divergences on both Oscillators.  

Figure 5. SPX-MO and NY-MO: both remain in sell mode. 
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The summation index of NYMO shows the “split set up” in the RSI5; similarly spring 2015 (light green boxes). The 

RSI5 is again getting extremely oversold indicating a bottom is in or near. The SI itself is dropping towards the 0 level, 

which is significant as important bottoms have formed during this Bull from there or lower (see “buy”, “buy buy”, 

and “buy, buy, buy” zones). Note that the SI topped at >1000 this summer, which during this Bull also means a 

continuation of the uptrend can be expected. Hence, both the current low reading and prior high suggest a bottom 

is close to be followed by new highs.  

Figure 6. NY-SI: Split set up similar to 2012? SI closing in on 0 level. Below 0 = buy 

 

The percent of stocks above their 50d SMA in the S&P500 didn’t make a higher low last Thursday, and ideally we 

would like to see that (as during the February ’16 and September ’15 lows). It’s not a requirement, as the reading 

currently is already low (similar to BREXIT low); but something to keep an eye out for. 

Figure 7. S&P500 % of stocks above their 50d SMA didn’t make a high low. 
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Miscellaneous 

Not much has changed here either, and despite the lower lows, the bearish sentiments, etc, our long term simple 

moving averages chart (LT-SMA, for trend followers and investing) remains 100% bullish as all SMAs are now above 

the dotted (reference SMA). In fact it continues to improve as all SMAs continue to rise. 

The short term (ST-SMA, for traders to swing traders) picture deteriorated obviously over the past 5 days. But, all 

SMAs are still above the dotted (reference) SMAs, but price is not. As such it does signal a correction is underway. 

We allocated therefore a 40% bullishness to this chart, which is less than last week’s score of 60% 

Hence, these charts continue to foretell long term upside supporting our preferred Elliot Wave count.  

Figure 8. LT-SMA chart 100% bullish   ST-SMA chart 40% Bullish.    

 

 

 

 

 

Below is how a 100% bullish chart look likes, everything points up. Price > fastest SMAs > slowest SMAs. 

 

  

The “Ebola scare” correction 

in 2014 didn’t even register 

on the LT chart! 
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Although it’s not the most reliable of indicators, as you know we always want to see the weight of the evidence: 

the more indicators, signals, trend lines etc point in the same direction, the more likely it is price will follow.  Here 

we see VIX completed its 2nd step of the “sell the vix, buy the spx” signal, by closing below the upper Bollinger 

Band. It also made a lower high, while price made a lower low (20 vs 18; 2119 vs 2114, respectively), which is a 

bullish divergence. In addition, it’s unable to break above the descending blue trend line. We now await the 3rd 

step: a close below Friday’s close. 

Figure 9. Step two of “sell vix, buy spx” signal completed 
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All 2016 Bradley Turn Dates for the S&P 500 

January 5 (0/100 Bradley Siderograph Power) 

February 1 (0/100 Long Terms Power) 

February 3 (100/100 Declinations Power) 

February 6 (60/100 Middle Terms Power) 

March 11 (52/100 Middle Terms Power) 

May 10 (36/100 Bradley Siderograph Power) 

May 11 (47/100 Middle Terms Power) 

May 25 (100/100 Long Terms Power) 

June 1 (49/100 Bradley Siderograph Power) 

June 4 (47/100 Middle Terms Power) 

July 1 (100/100 Declinations Power) 

July 5 (100/100 Bradley Siderograph Power) 

July 5 (51/100 Middle Terms Power) 

August 5 (0/100 Long Terms Power) 

August 8 (60/100 Middle Terms Power) 

September 28 (32/100 Bradley Siderograph Power) 

October 19 (42/100 Middle Terms Power) 

November 26 (100/100 Declinations Power) 

November 28 (86/100 Long Terms Power) 

November 29 (100/100 Bradley Siderograph Power) 

December 28 (50/100 Middle Terms Power) 
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