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EQUITY MARKETS MADE A STUNNING
COMEBACK FROM THE June 23" LOW
TO THE END OF THE MONTH/QUARTER.

NEVERTHELESS, THE DYNAMIC UP PHASE
OF THE MARKETS’ RISE APPEARS TO BE OVER.

Equity markets had a sharp decline from
June 12™ to Monday, June 22". While
media reports blamed a negative
economic report from the World Bank,
the sell-off was overdue after a three
month rise of historical proportions.
Bearish market experts said that they
had been warning of a decline since
there was no justification for stock
prices to have risen so much in such
uncertain times. However, in basic
terms, the main mover of stocks since
the rally started in March was the
supply and demand inequality, as
professional investors recognized major
buying opportunities.

While investors were throwing enough
resource stocks overboard to move the
TSX 981 points or 10% lower in early
June, the short term oscillators were
becoming so oversold that they were
due for at least a short term bounce. In
fact, the short-term oscillator for the
S&P/TSX was down to the same level as
in October, November 2008 and late
February, early March 2009. Sure
enough, by June 29" the TSX recovered
most of its losses. The S&P 500 and
Nasdaq have also reacted the same
way.

PAC-09-130; MKT-213; July 6, 2009

The recovery, we believe, was also due
to the “window-dressing” in force to the
end of June, i.e. to the end of the
second Quarter.

While stock prices had a
swift recovery, it did not
change the fact that the
short-term trend indicators
turned negative (red) for
most markets for the first
time since mid-March.

July and August are
historically weak months in
the markets. Now that the
“window-dressing” power
has dissipated, weakness
could bring the S&P/TSE
and the S&P 500 to a 1/3"
correction level of 9500 and
860 respectively.

Using stop-loss orders are highly
recommended.
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