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THE  BULL  IS  READY  TO  RUN. 

As we highlighted in the last Market 
Comment, the doubters and skeptics seem to 
be everywhere, either advocating staying 
away from the markets until the negative 
news peters out, or even more actively talking 
down the markets with projections of dramatic 
new lows to come.  Recent headlines such as 
“news of bear’s death may be greatly 
exaggerated” and “too early for the all-clear 
signal”, suggesting that the bear has much 
more in store for market participants, are 
more than welcome to us.  It is claimed that 
better buying opportunities at lower levels will 
surely await the patient investor – just let the 
bear have its run for many more months.  We 
particularly liked The Economist’s evocative 
recent cover – Wall Street with a crack down 
its middle – and the accompanying feature 
page report on “the crisis.”   The underlying 
message to all investors: stay in cash or raise 
some more, batten down the hatches, and 
fear the worst!  It’s all music to our bullish 
ears.

The bears, in other words, are still showing 
great conviction and confidence.  However, 
what seems to be overlooked by many is one 
unassailable fact – despite a regular supply of 
negative news, since mid-January the major 
North American market indices have refused 
to make any significant new lows.

What is going on here?  The bearish 
interpretation is that the “trading range” of 
the past ten weeks is just the calm before the 
next bearish storm – in other words, a prelude 
to a new leg down. The minority view – our 
view – is that the bull is already out of the 
starting gate.  January 22nd was the most 
significant date for the markets in 2008; 
which is when the markets made significant 
internal technical lows.  Since then, the bears 

have been unable to exert sufficient selling 
pressure to drive the major market indices to 
significant new lows. 

In the Market Comment of two weeks ago we 
highlighted several positive technical 
developments, and forecast that the markets 
would begin to move higher.  That move appears 
to be taking place now.  Market participants 
should watch for the following: 
� major market indices to begin to trace out 

patterns of higher highs and higher lows, 
� indices to exceed and stay above their 

respective 50-day moving averages and then 
to challenge their 200-day moving averages, 

� the bears to term the rally “just an upward 
correction” with any retreat to be 
accompanied by “see, I told you so, look out 
below” and,  

� subsequent higher highs to be greeted by the 
bears with “oh, no, this can’t possibly 
happen”. “Why are they doing this to me 
again?”

We have said repeatedly that this new bull 
market will be highly selective and that we do not 
expect it to be dynamic.  It is likely to be a 
relatively tepid bull compared to 2002-07.  What 
this also suggests is that in the months ahead 
there will be plenty of negative news for some 
individual stocks and stock sectors – this will keep 
the bears well-nourished, but will also keep them 
“off the scent” of the bull market.   

Against all expectations, but as we 
suggested, a selective bull in North 
American markets appears to be flexing 
its muscles.  The markets should rise 
modestly for much of 2008 against a 
classic “wall of worry.” 

PAC-08-053; MKT 184; April 4, 2008              David Tippin, Ron Meisels 



THE TORONTO COMPOSITE INDEX 

The Toronto market continues to behave 
positively.  The decline from the end of 
February, when the S&P/TSX Composite 
Index encountered resistance around its 
200-day moving average, was well-
contained and the index has commenced 
another upside probe.  It is encouraging 
that the Toronto market has once again 
exceeded its 50-day moving average – 
indicating intermediate term strength – 
and that the average is now showing 
signs of turning upwards. 

13,600-14,000 remains the upside 
resistance zone.  This area includes the 
200-day moving average and three 
points where previous market rallies 

were repelled (in December, January 
and February).  The Toronto market 
may have to do considerable work in 
order to overcome this resistance.  At 
the same time, the bullish picture 
remains intact provided the S&P/TSX 
Composite Index remains above its 
March lows. 

Expect some hesitation as the 
Toronto market attempts to 
penetrate through the resistance 
zone in the high 13,000s.  A move 
above 14,000 would set the 
S&P/TSX Composite Index up for a 
run towards our target of 16,000 
(see article on the last page). 
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THE S&P 500 INDEX 

The S&P 500’s action over the past two 
weeks strongly suggests the successful 
re-test of the January lows.  The index 
probed down to the 1,260-70 area and 
turned upwards, supported by a 
positive divergence in internal 
momentum indicators. 

A base has now been formed.  The 
next important level is 1,380-1,400. 
The S&P 500 must move and stay 
above this zone to break the pattern of 
“lower highs” and “lower lows” that has 

been in place. A move above 1380 will 
also turn the 50-day moving average 
conclusively upwards suggesting a 
move towards the 1,450 area, where 
the 200-day moving average currently 
rests. 

The base is now in place.  
The S&P 500 should have a 
positive bias and should continue 
to build strength for an initial move 
towards 1450.  
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THE DOW JONES INDUSTRIALS 

The Dow Jones Industrial average 
continues to closely track the S&P 500 
Index.  Its companion, the Dow 
Transports, has now exceeded its 
200-day moving average to add fuel to 
the upleg. 

The “point of recognition” that the Dow 
Industrials are in a positive mode will 
be a move above 12,800 (the “oh, no” 

level). Such a move should remove all 
doubt about a rally toward + 13,100, 
which is where the 200-day moving 
average resides. 

The Dow Industrials should 
continue to build strength for a 
potential move towards 13,500 and 
beyond.
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NASDAQ COMPOSITE INDEX 

As we indicated in the mid-March Market 
Comment, the first task for the NASDAQ 
was to arrest its multi-month decline.  
This appears to have been achieved 
when a “double-bottom” was formed by 
the January and March lows, the latter 
on increasingly positive internal 
momentum.  

Encouragingly, the NASDAQ is not 
overbought, and appears to have room 

to extend its advance of the last two 
weeks.  The initial target is a move into 
the low 2400s. 

If the NASDAQ can establish a 
footing in the 2400s – which may 
require some further work – then 
the next move should be a 
challenge of the 200-day moving 
average at 2,550. 
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