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LE COIN TECHNIQUE

S&P500—A SUMMER RALLY AFTER A SHAKE-UP OR A FALL INTO THE FALL?

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

On July 27 | made a few changes to my June 2024
analysis (WealthGram)—mostly in the timing of the
inflection points. The Green and Red Paths are slightly
modified to include the top at 5669 and to envision the
impact of the rotation within the US market between
Large Caps (Growth) on the one hand and Mid-Small
Caps (Value) on the other. We also suggest a path for
the Relative Strength (RS) of emerging markets vs. the
S&P500, as a proxy of the international situation.

What is not on the following chart is the US vyield curve,
starting its dis-inversion as lower short-rates benefit
Small Caps more than cash-rich Growth Caps, and the
USS Index chart, in particular the famous carry trade of
S/Yen impacting the fate of the 10-year US Treasury
yield. Currently, there are many seductive narratives
reminiscent of 199/-1998 or the 2000 speculative
bubble among analysts of my generation. At the same
time, analysts of the previous generations seem to
focus more on the Nifty Fifties of the 1962-1974 period.
For sure, many market participants in their 40s may
not have taken the time to study those periods, thus

enforcing the fact that “history does not repeat itself, but
it often rhymes.”

Right now with the S&P500 closing at 5459 (July 26),
more price action in the coming weeks, and a return of
the VIX below 16-1/% are needed to convince us that
the bottom was at 5390 on July 25 and that a rebound
should reach about 5600, probably in late August.
Possibly, a further rotation toward Small and Mid Caps
may avoid a meltdown along our Red Path as major
tops rarely happen in July. However, a first down phase
(5% correction) followed by a sizable rebound may often
lead to a second deeper down phase (10% minimum
correction), which is expected in the Fall.

Caveat Emptor: an S&P500 drifting lower in the coming
days and breaking below 5300, may leave the Green
Path for the Red Path.

To quote the second rule of market analyst Bob Farrell:
“Excesses in one direction will lead to an excess in the
opposite direction.” | will let you judge if we have had
any excesses so far.
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This information is being provided to you solely for your information, as an example of theoretical technical analysis and coaching.

It does not constitute a

recommendation to purchase or sell any security. Neither this document and its contents, nor any copy of it, may be altered in any way. This document is
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