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Please note our next Weekly Roadmap will be published on May 20.

US equity markets extend their rally despite short-term indicators turning down from overbought levels.
Weekly indicators, however, support further gains in Q2.

Gold equity indices are bottoming short term at support near rising 200-day moving averages.
Energy’s pullback from overbought levels continues with a broad trading range likely through Q2.

The Nasdaqg Golden Dragon China index is bottoming at support after a steep Q4-Q1 selloff.

The S&P 500’s uptrend remains intact despite technical divergences, such as daily momentum indicators
(top panel) turning down from overbought levels and breadth, as measured by the advance-decline line,
pulling back over the past 2 weeks.

The next technical level we are monitoring for a possible pause is the 162% extension level of the Q1
pullback at 7425. While we caution investors from chasing the market at current levels, we have yet to see
sufficient technical deterioration to support reducing equity exposure.

What would concern us would be evidence that participation in the rally is weakening, which would require a
break of the 2025 uptrend and March lows by the S&P’s advance-decline line. First support for the S&P 500
is 7175 followed by the band between 6952 and 7002.
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The rebound by the S&P 500 has kept
the uptrend intact, and while the short-
term trend is overbought, further upside
in Q2 appears likely should a pullback
develop.

Why? The weekly quadrant balance
indicator in the bottom panel, tracking
the percentage of stocks with rising
weekly momentum, continues to build
positively from oversold levels that
developed at the end of Q1.

Our expectation is that this indicator will
continue to rise through Q2 toward
overbought levels moving into Q3.

Our expectation remains that US long-
term yields stay in the broad trading
ranges that began in Q4 2023.

While the US 30-year yield has been
challenging the upper end of its range at
5.0%, a pullback is underway as short-
term momentum (bottom panel) is
peaking at overbought levels suggesting
further weakness over the coming 1-2
weeks.

Downside, however, is likely limited with
yield support between 4.7-4.8% for the
US 30-year yield and between 4.0-4.2%
for the US 10-year yield.
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Our outlook remains that gold and gold
equities stay range bound above their 200-
day moving averages through Q2 with
another trading bounce likely taking hold
this week.

For example, the Market Vectors Global
Gold Index (GDX) tracked by a popular ETF
is beginning to turn up following a pullback
to important support at its rising 200-day
moving average over the past few weeks.

Short-term momentum in the top panel is
oversold and bottoming, supportive of a
rebound by gold equities.

Energy stocks are likely to remain in broad
volatile trading ranges through Q2 given
weekly momentum (top panel), tracking 1-2
quarter swings, is early in a downturn from
overbought levels that developed heading
into late Q1.

Given the S&P 500 Energy sector index has
broken out from a 2—-3-year trading range,
our expectation is for a broad consolidation
to develop above support at the rising 40-
week moving average (756) through Q2.

Chinese equities may be inappropriate for
many investor’s risk profile, but the behavior
of stocks in the region is an important
technical development to monitor.

The Nasdaq Golden Dragon China Index is
noteworthy at current levels given it is
showing early signs of bottoming at a key
support level coinciding with a 62%
retracement of the prior advance following a
26% decline from its Q4 highs.

Our expectation is that an upside trend
reversal is pending coinciding with the US
and Chinese governments’ upcoming
meeting.
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