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LE COIN TECHNIQUE

THE PARABOLIC RISE OF THE US$ INDEX IS BAD NEwWS FOR US EaquiTIES!

Bruno Estier Strategic Technicals— http://bruno.estier.net/—bruno.estier@bluewin.ch

Quarterly charts are useful as the parabolic move
of the USS Index seems on its way to reaching the
long-term Fibo extension of 123.90, just above the
previous high of 2001 at 121.21. The momentum
on a quarterly chart is lagging so much that they
are not so useful, except to confirm that the
momentum has been accelerating upward during
the last 18 months.

The quarterly STO is entering the overbought zone
in a pattern similar to 2015 when the USS Index
paused for a few quarters. The recent spike at
114.75, followed by a minor pullback to 112, cannot
be seen as a major event leading to a reversal. For
such a characterization, a decline below 110 would
be needed as it would open a pullback toward 105,
the Fibo 38% recent rise from 89 in 2020.

We have to consider that the current rise will
extend in correlation with the rise of the US 10
-Year Treasury yield (black dotted line). Further, we
note that the rising USS Index is now inversely
correlating with the declining SGNX commodity
index, again becoming a normal situation. The
declining Relative Strength of Emerging Markets vs.
the S&P500 since 2008 is logical as the USS Index
has been in an uptrend with higher highs & lows.
The recent parabolic rise appears to have a similar
pattern as in 2000-02, rising to 121.21—suggesting
that the S&P500 may continue to decline as long
as the USS Index has not made a major pullback
to reverse the current ongoing parabolic rise, in a
big way.

Not very good news for the US equities market so far!
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