Market Observations as of Dec 29, 2017

By Carl Jorgensen- For Objective Traders - For educational purposes only. Not Financial Advice.

This week was mostly a quiet week, as is often the case for the days between Christmas and New
Year 6s Hol i day sveragdeolusmelast Fideyl (Dew22%) and each of the four days this
week (Dec 26" 829™) in most all of the major markets. The sector break outs we saw the prior two
weeks either continue d their rally this week or pause near their new highs to rest for a bit . There are a
few exceptions (as there usually are) where stronger trends helped to deliver at or above average
volume each day this week. We will look at a few examples below.

This week we saw some action in key commodities. We saw Crude QOil test its $60 resistance area each
day this week and then break above on Friday (Dec 29") to close at new multi -year highs (since
summer of 2015). We saw Gold break above its 50 day SMA late last week and continue its rally and
deliver higher prices each day this week. We saw Natural Gas prices drop the first three weeks of
December to then bounce this week nearly back to the under -side of its 50 day SMA.

Market Breadth remained high and even expanded a little bit on Friday as some yearend wrangling got
settled. Volatility remained rather low this week, with no significant clues given as to what my happen
next week as 2018 begins.

2017 has been a good year for the bulls, with some exceptional performing stocks and sectors. Also
exceptional was the | ack of wvolatility or aa¥%toeal 6co
-10% correction is not uncommon to see at least once each year. This bull trend just keeps going like

the energizer bunny.

Here are some numbers showing how 2017 panned out for the major indexes and some of the best
performing sectors.

Close Close Change Change

30-Decl6  29-Decl? $ %
S&P 500  $2,238.83 $2,673.61 $434.78 19.4%
DJIA  $19,762.60 $24,719.22 $4,956.62 25.1%
Nasdag  $5,383.12 $6,903.39 $1,520.27 28.2%
R2k $1,357.13 $1,535.51 $178.38 13.1%
QQQ $118.48 $155.76 $37.28 31.5%

XLK $48.36 $63.95 $15.59 32.2%
SMH $71.64 $97.81 $26.17 36.5%
XHB $33.85 $44.26 $10.41  30.8%

XLF $23.25 $27.91 $4.66 20.0%

DJ Trans  $9,043.90 $10,612.29 $1,568.39 17.3%

Probability suggests that the bull trend will continue into 2018, since we have not seen any serious
clues of a change coming. A historical study of major market tops shows us that they do not occur
overnight, but are a process that develops over time. Economic indicators continue to show a slow



strengthening in demand. Interest rates slowing increasing in 2018, without surprises, should also be a
confirmation of growth.

Next week is another four day holiday week, with the potential for fresh money buying the stronger
sectors and stocks as is typical for the beginning of a new month and new year.

We know that o&é6ppenhbi ng Unaodvidende afla ehange in tise markets, we will
continue to focus on buying dips and breaks outs primarily on bullish opportunities, at least until that
fails.

Letds |l ook at the charts to see what has changed or ha
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S&P 500monthly chart as of Dec 29, 2017 d We have switched to a logarithmic price scale on this 10
year chart to be a bit more respectful of nature of the relative moves in this index . On this scale, each
doubling of price is an equal vertical increment. If you used a regular price scale, the chart would look
like it is accelerating this year. Looking at the logarithmic scale shows it acceleration is not abnormal
this for year. Looking at longer term charts helps to keep your perspective of the big picture of the
markets. We can see the relatively flat 2015 and 2016 as the bull trend too k a rest, the n returned to its
trending behavior in the later part of 2016 (post election ) and kept a rather steady pace for 2017.
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S&P 500 weekly chart as of Dec 29, 20170 We can see the strong bullish rung in 2017, after a mostly
horizontal mid 2015 to mid 2016. Also note the inverted head and shoulders pattern formed in late

2015 and 2016. Also note the acceleration after the UK Brexit vote and the US Election in 2016. Note
thelackofmuch any &6correctiond in 2017. The past two
time new highs.
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S&P 500 daily chart as of Dec 29, 20178 Note the below average volume (Blue circle) the past 5 trading
sessions. Note the horizontal narrow range the past two weeks, with a bit of selling late on Friday just
before the end of 2017. Maybe a little tax selling?



Do Jones Industrials
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DJIA weekly chart as of Dec 29, 2017 d Similar to the S&P the Dow also shows us a strong bull trend
most all of 2017 witbnbittle of any 6correct
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DJIA daily chart as of Dec 29, 2017 dHere we can see how flat the past two weeks have been with only
a small pull back on Friday as 2017 came to an end. Note the below average volume the past 5 sessions
(Blue circle).



Nasdaq Composite Index
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NASDAQ weekly chart as ofDec 29, 20176 The Nasdaq has been the strongest US index in 2017, with

hardly a bump. Even the slowing of the FANG stocks the past two months hardly impacted the broad
market rally in the Nasdag.
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NASDAQ daily chart as of Dec 29, 2017 Here you can seethe minor dips in the Nasdaq over the past
few months that only briefly dipped below the 20 day SMA (Yellow) about once a month. Note the
slight strengthening the past few months as the space between the 20 day and 50 day SMA increased a
little in Septembe r and October. Note the below average volume (Blue circle) the past 5 sessions.



iShares Russell 2000 Index Fund ETF
Price History * Moving Average 20

L
T
3

Moving Average 50

L0 TR TTYTTTITUACT FLAR) ARUPRURE8 3 RURRUUR CCLULS 18 4 RULER (30101418 8 REL CRERE L 0L 00Y 18 11U LETURN I LI EPSR 41 RURAR {181 1 | ATITED

Average True Range 1 Moving Average 14
.
25 3 10 17 24 31 7 14 21 2B 5 11 18 25 2 9 16 23 30 ] 13 20 27 4 11
ponal 2017 Aug 2017 Sep 2017 Oct 2017 Nov 2017 Dec 2017

12{29/2017

IWMdaily chart as of Dec 29, 2017 8 The Russell has been mostly horizontal the past two weeks, with
an doutsided day") asthe 20 day SMAwWas(tddtedcfor fifport.
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Russell 2000 daily chart as of Dec 29, 2017 d Here we see the Russell 2000 cash index showing about the
same pattern as the IWM.
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NYSE Advance/Decline Linedaily chart as of Dec 29, 2017 d Market breadth remained broad and
increased a little on Thursday and Friday this week.

McClellan Summation Index
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McClellan Summation Index daily chart as of Dec 29, 2017 dWe see a small increase on Thursday and
Friday as market breadth widened a bit towards the end of 2017.



CBOE Market Volatility Index
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VIXdaily chart as of Dec 29, 2017 dOptions volatility has remained low most of 2017. Note how few
candles are above the 200 day SMA (Purple) verses below. Also look at the 50 day SMA (Blue) as
volatility remained low and below both SMAs most of this year.



Now | etds | ook at a f ewhidwegk. commodity charts for
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Gold Futures daily chart as of Dec 29, 2017 dGold continued its rally every day this week. Gold found
support on Dec 12" and has rallied nearly every day since.



Light Sweet Crude Oil Futures daily chart as of Dec 29, 2017 dHere you can see the Resistance line
(Grey) from Nov 24™ highs was broken Tuesday this week and $60 became the area of the next
Resistance (a round number) that was tested Tuesday, Wednesday and Thursday as new Resistance. On
Friday this new Resistance level broke during Europe market hours well before the US markets open.



