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Market Summary

Markets Requiring Action

1. World Equity Index reaffirms the January negative 12-month MA cross.

Markets approaching important benchmarks.
(These are not predictions, merely important chart points.)

2. S&P joins in as Barometer sinks to a barely
bullish 50% reading.
3. Global economic growth slowdown extends.

Commodities: CRB Spot RM — Monthly close below 622 for
a negative 12-month MA crossover; below 594 for a negative
65-week EMA cross.

4. Dollar Index remains just below its secular down
trendline.

Currencies: U.S. Dollar Index — Below 93.6 for a negative
12-month MA cross Friday close for Barclays 20-year Trust;
below 94.1 for a negative 65-week EMA cross.

5. Market continues to raise rates ahead of the
Fed.

Credit Markets: Bonds — Below $144 for a positive
12-month MA cross Friday close for Barclays 20-year Trust;
above $147.1 for a positive 65-week EMA cross.

6. Gold price is breaking out, but is it convincing?

Global Equities: MSCI World ETF — Below $101.5 for a
positive 12-month MA crossover and below $97.9 for a
negative 65-week EMA cross.
Precious Metals: Gold — A month-end close below $1800
for a negative 12-month MA crossover; a Friday close below
$4 for a negative 65-week EMA crossover.
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U.S. Equities: S&P Composite — Month-end close above
4395 for a positive 12-month MA crossover; below 4231 for
a negative 65-week EMA cross.
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Chart of the Month:
Inflation Adjusted Gold Price and a 6/15 Price Oscillator Model
Chart 1 displays the CPI adjusted gold price, so we can see whether it has historically been a hedge against
inflation. Obviously, a lot depends on when you buy it, but unless purchased close to the 1980, 2011 or 2020
peaks it would, lengthy waiting periods aside, have performed as well as or better than inflation.
The green highlights tell us that, ignoring a few small whipsaws, periods when the price oscillator has been
above zero generally provided investors with a successful hedge. At the end of February, the model was in a bearish mode. However, a model substituting nominal prices was bullish. The nominal price recently broke out above
its 2020-2022 down trendline, so a challenge of the 1980-2022 resistance trendline for the inflation adjusted
series is a very real possibility, especially as our Global Gold Index is at a new all-time high. Since this resistance
trendline on this chart is 40-years in length, its penetration would represent an extremely important long-term
technical development. It would also argue for much more inflation down the road. 

CPI Adjusted Gold Price and a 6/15 Price Oscillator EMA

Chart 1
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Guidelines for IMR Asset Allocations

The portfolio allocations presented on page 4 the
Intermarket Review (IMR) have two functions. First,
they are intended as a guide for a neutral investor; i.e.,
one who lies between conservative and aggressive. For
example, we may recommend a 40% allocation to US
stocks. An older more conservative subscriber looking for income and safety may conclude that such an
allotment may be too aggressive. On the other hand, a
younger investor, who has time and cash flow on their
side, could find the 40% overly conservative. The basic
point is that these allocations should only be taken
at face value if you consider yourself to be a neutral
investor.
The second purpose of our allocations is to summarize our thinking about the markets in a practical,
executable way. For example, we might conclude from
the position of our indicators that inflation hedge
stocks and commodities are headed higher. In that instance, the allocation page would be used to emphasize
those views by recommending inflation driven sectors,
resource based country ETFs, such as Canada and Australia, as well as commodity index ETFs or individual
commodity ETFs. We might even include an inverse
bond ETF to undermine our inflationary expectations.
By the same token, if our indicators suggest a global
bear market for equities, that portion of the portfolio
would be greatly reduced. This equity exposure would
most likely comprise defensive sectors such as utilities
and consumer staples. Greater exposure to long-term
bonds and cash would round out the picture.
Various asset classes and sectors perform differently in different parts of the business cycle. Our
recommendations are usually consistent with the
prevailing stage as flagged by our models. Technical
factors that we take into consideration are long-term
moving averages, such as the 12-month or 65-week
time span, the absolute long-term KST, relative action
and the long-term KST for relative action. Individual US
equity sectors are compared to the S&P Composite and
country ETFs to the MSCI World Stock ETF (ACWI).
Since there is always a bull market somewhere
and some investors have an insatiable appetite to be
constantly active, we do, from time-to-time, recommend spreads where it’s possible to take advantage of

a trend in a relationship that can benefit regardless of
the market’s direction. For example, transports tend
to be an early cycle leader and energy a laggard. If the
technicals were consistent, a long transports/short
energy ETF trade might be appropriate.
In most instances, risk management stop losses
are recommended. The stop will typically be placed
below a previous short-term low or more commonly
under a 65-week EMA. Each month the stop levels
are reviewed and where possible are raised. When a
market or sector is considered vulnerable, stops will
be tightened aggressively. Because markets can move
strongly between issues, new subscribers should always assess the risk between current prices and stop
levels to make sure that the difference is manageable.
If it is not, it probably means the security in question
is overstretched and you are better advised to wait for
a correction. 

Published and all rights reserved by Pring Research. In addition to publishing the InterMarket Review, the International
Institute for Economic Research, d/b/a Pring Research, also acts
as a consultant on financial markets and operates as an investment advisor.
Before making specific investments, further investigation is
recommended. Although information contained in this publication
has been derived from sources which are believed to be reliable,
they are not always necessarily complete and cannot be guaranteed. Neither Pring Research, Inc. nor any of its employees, or any
person(s) or firm who is represented within this publication shall
have any liability for any loss sustained by anyone who has relied
on the information contained in this publication. Employees of this
company may at times have positions in the securities referred
to in this publication and may make purchases or sales of these
securities while the publication is in circulation.
The views expressed in this publication are those of the author and do not necessarily reflect the position or opinion of Pring
Turner Capital Group or its affiliates.

InterMarket Review / Volume 39 No. 10

3

Asset Allocation Recommendations
Cash
29%
U.S. Sector
ETFs
56%

Commodities
4%
Gold
5%

International
ETFs
6%

Recommended U.S. Sector ETFs

Potential Holding Dependant on Market Action

Established Holdings —

VanEck Uranium + Nuclear Energy ETF (NLR)***$57.50
Vanguard Utilities Index Fund ETF Shares (VPU)**$139

Consumer Staples Select Sector SPDR Fund (XLP)**$70
Energy Select Sector SPDR ETF (XLE)**50
First Trust Natural Gas ETF (FCG)**$13.5
Global X Copper Miners ETF (COPX)**$35
Invesco Defensive Equity ETF (DEF)**$63
Invesco S&P 500 Equal Weight Energy ETF (RYE)** $41
iShares Cohen & Steers REIT ETF (ICF)**$63
iShares MSCI Global Agriculture Producers ETF (VEGI)**$38
iShares U.S. Broker-Dealers & Securities Exchanges ETF
(IAI)**$100
iShares U.S. Oil & Gas Exploration & Production ETF
(IEO)**$52
SPDR S&P Capital Markets ETF (KCE)**90
SPDR S&P Metals and Mining ETF (XME)**$47
VanEck Vectors Rare Earth/Strategic Metals ETF
(REMX)**$86

4
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Key —
* Dependent on market action.
** Stop is based on Friday close.
*** Buy on Friday close above.

STAGE 4 – SECTOR WINNERS

Stage 4 Summary 1955-2011
- Signals 32
- Average Duration 6.8 months
- % of total period 32.6%
* Monthly change annualized percent

•

Stage 4 figures are monthly returns on an annualized basis. They represent averages of Stage 4 performance for
the 19 signals since the mid-1950s. Individual Stage 4 performance may vary considerably from the average.

•

This performance data only measures sectors/industry groups where a multi-decade price history exists. Thus,
it does not include internet stocks, etc.

•

Performance is based on price not total return.
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U.S. Dollar-Based Asset Allocation
There were no status changes to our Barometers
in February. They continue to signal a Stage IV for
the thirteenth consecutive month. This phase of
the cycle is bullish for stocks and commodities and
bearish for bonds. It’s not quite consistent with our
quick test based on the three markets relative to
their 12-month MAs. That’s because the S&P Composite has slipped below its MA indicating a “quick
test” Stage V. Between the mid-1950s and 2012,
Stage 4 averaged 6.5-months and was in operation
for about one-third of the time. Stocks returned 9%
on a monthly annualized basis and bonds shed 8%.
For their part, commodities, in the form of the CRB
Spot Raw Industrials, returned 12.8% during the 32
instances of a Stage IV signal. Since the Stock Barometer has sunk to a 50% reading down from 75% in
January, a below 50% sell signal may not be far away.
That would not necessarily be the kiss of death
because the three previous post financial crisis sell
signals occurred during relatively shallow declines
(10-20%). The 2020 drop was steeper but only lasted
for a month. At its recent intraday low, the S&P had
already experienced a 15% markdown. Those mini
bear markets were relatively contained because the
direction of the secular or very long-term trend was
positive. Primary bear markets that develop under
the context of a declining secular trend tend to be
far more challenging as they typically experience declines between 40-60%, averaging 18 months or so.
In that respect, the stock section lays out the possibility for one more contained primary bear market
in an on-going secular bull market, as opposed to a
secular bear evolving in the current situation. The
rationalization for such a scenario rests on the fact
that several indicators recently broke out from multiyear consolidation patterns and that the consensus
of our secular price oscillators are in a rising trend.
It’s certainly no slam dunk case as CPI inflation has
already reached what has traditionally been a danger
level for stocks. Our secular oscillator for commodities agrees with that assessment. In the meantime,
the Fed has chosen to extend its accommodative
monetary policy until March. However, the markets
6
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have not, with yields across the board having already
risen sharply. Even so, real rates remain close to alltime lows. So from an inflationary point of view, what
could possibly go wrong?
In our previous issue we pointed out that
our derivative of the OECD Amplitude Adjusted LEI
crossed below its 9-month MA last July. Since then,
global equities have moved sideways, but January
saw the price drop below its 12-month MA. A more
decisive penetration took place in February. That
tells us that stocks have started to respond to weaker
global economic conditions. Chart 5 does not predict
the duration of this negative condition, but it does
strongly argue that global equity prices face an uphill
battle in the period ahead once they have worked off
a very oversold short-term technical condition.
In the meantime, a relatively defensive investment stance is appropriate.

Allocations
We are maintaining our U.S. equity allocation at 56% and raising the international component
slightly to 6%. February’s overall market decline has
left the SPDR S&P Metals and Mining ETF (XME)
($48) and iShares MSCI Global Agriculture Producers ETF (VEGI) ($38) actually probing new highs.
These ETFs are recommended with a Friday close
stop of $47 and $38, respectively.
Our recommended country ETFs are 2% each in
the iShares India 50 ETF (INDY) ($44), the WisdomTree Japan Hedged Equity Fund (DXJ) ($59) and a
new allocation to the iShares MSCI Thailand Capped
ETF (THD) ($74). Figures in brackets represent Friday close protective stops.
Our commodity exposure also remains unchanged. It consists of a 2% allocation to the Invesco
DB Energy Fund (DBE) ($13.75) and a 2% position
in the Invesco DB Agriculture Fund (DBA) ($18).
Figures in brackets again reflect Friday close protective stops. The $163 Friday close stop for the 5%
allocation to the SPDR Gold Shares (GLD) is being
maintained.

Figure 1

The schematic rendition of sector positions vis-à-vis their long-term KST calculated from daily data (see Figure
1) continues to reflect a topping out phase of the cycle. That’s because more sectors have moved over to the fall
quadrant, while others with flattening KSTs, have moved into the late summer position. Note that the KST for
the S&P itself has started to roll over. 

Continued from page 6 . . .

These portfolio suggestions apply to existing
subscribers who purchased at the time of our original
recommendations. New subscribers should think
more carefully in assessing the risk/reward between
purchasing at current prices and using the recommended stop positions. 
Martin J Pring
March 1, 2022
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World Overview &
Global Financial Markets
Chart 2 shows that the World Bond Index, whether
calculated in dollar or local currencies, has violated its
secular up trendline. The dollar adjusted trendline is
not as long, but its break is enhanced by the fact that
it is really a confirmation of the false upside break that
took place in 2020. Neither KST has yet reached an
oversold reading, so further downside action over the
course of the next few months is likely.
The culprit for the decline can be seen in Chart 3,
which features two inversely plotted ROCs for the G20
CPI. Both series emphasize the deterioration in global
inflationary conditions with a penetration of a 30-year
or so trendline.

Our Global Commodity Index in Chart 4 has been
hesitating in the last couple of months, but this has
been enough to slightly flatten the long-term KST. Even
though it’s clearly overstretched, there are no signs at
this point of any long-term trend break.

World Bond Index in Local Currencies and Two Indicators

Chart 2
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World Bond Index in Local Currencies and Two Inverted G20 CPI ROCs

Chart 3

Global Commodity Index and a Long-term KST

Chart 4
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Geopolitical instability may have enhanced recent
equity market volatility, but the real culprit causing
weakness has been the slowing down of global economic activity and a general rise in rates. Last month
we pointed out that our global equity model involving a
derivative of the OECD Amplitude Adjusted LEI and the
iShares MSCI ACWI ETF (ACWI), shown in Chart 5, and
its 9-month MA had gone bearish. February re-affirmed
that negative (red highlight) signal with further losses.
Last month also saw the ACWI slip below its
12-month MA together with a primary trend bear signal
from the KST in Chart 5-b. The red highlights indicate
when these two conditions have previously been in
force. This action indicates risk levels have increased
but leaves us in doubt as to the nature of those risks.
Some corrections are relatively brief and contained,
such as 1992,1994, 2011, 2015 and 2018-2020. Other

signals have been followed by full-fledged bear markets, such as those in 2000 and 2007.
The answer seems to depend on the direction of
the secular trend of inflation adjusted global equity
prices, as shown in Chart 6. If it’s negative, the odds
of a lengthy bear market are higher than if the secular
trend is bullish.
Since the nominal Index recently cleared a massive resistance trendline and the inflation adjusted
series broke out from a large base, it’s our view that
the secular bull market dating from 2009 is intact. Any
weakness is therefore likely to represent another mini
bear [market] in an on-going secular bull. A working
scenario might be for both series to pull back towards
their extended breakout trendlines.

iShares MSCI World ETF (ACWI) and an OECD LEI Derivative

Chart 5
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iShares MSCI World Stock Index ETF (ACWI) and a Global Diffusion Indicator

Chart 5-b

Deflated World ETF

Chart 6
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iShares MSCI World Stock Index ETF (ACWI) and a Global Diffusion Indicator

Chart 7

Further evidence pointing to some kind of primary
bear comes from Chart 7, which indicates that the diffusion indicator monitoring a universe of local currency
denominated markets above their 24-month moving
average has tentatively crossed below its 6-month
smoothing. The vertical red lines tell us that when this
has happened in the past, a bear trend of some type
has usually followed. The only real exception developed in 1996, but at that time, the ACWI was above
its 12-month MA not below it, as is currently the case.

12
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iShares MSCI ACWI World ETF (ACWI) and a 2-year Net New Local Highs

Chart 8

Finally, our indicator tracking the number of local
currency indexes touching 2-year net new highs has
also peaked. That reversal takes on greater significance
now that the indicator is below its 65-week simple
moving average. 
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U.S. Stock Market
The Secular Trend
The concept of severe global inflation adjusted
bear markets developing under the context of a secular
down trend compared to contained ones evolving during a secular bull can also be applied to the US. Chart
9 features a slide from our recent Pring Turner client
appreciation webinar. The green and red arrows flag
the five secular trends that have developed since the
1950s. The smaller pink shaded ellipses indicate mini
bear markets, which are induced by a mild recession.
The larger ones zero in on more lengthy and deep
recessions. The blue ellipses reflect economic slowdowns, where the growth path of the economy slows

but never contracts in a meaningful way like it does in
a recession. It’s evident that the large ellipses are also
associated with secular bears, where structural economic and financial imbalances abound. We call these
“Bank Robbers” because they result in a 40-60% loss
over an extended 18-month or so period.
On the other hand, a string of small ellipses, which
we call “Burglars” because they’re more of an irritant to
portfolio growth prospects, act in a similar way as to a
pit stop during a car race. Both represent a temporary
setback that clears the air. The pit stop allows the car to
finish the race in better shape, whereas burglars allow
the market to extend its secular uptrend. Burglars occasionally result in a sharp 25% drop, as in 1962,1987

CPI Adjusted S&P Composite 1955 - 2022

Equities prefer slowdowns and mild recessions to deep extensive resessions.
Chart 9
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Deflated Equities and a 60/360 Secular Price Oscillator

Chart 10

and 2020. More often though, they experience a 1020% markdown, which is contained in a multi-month
trading range.
We have established the importance of the direction of the secular trend in helping to determine the
character of a bear market, the question naturally arises as to what its current direction is. The simple answer
is that it’s too early to tell, if a reversal has taken place.
Until proven otherwise, the benefit of the doubt should
be given to the post financial crisis secular uptrend. After all, we’re talking about a price move lasting 15 or so
years. Surely it would be unrealistic to conclude that a
reversal had taken place a mere 60 days or so from the
early January high. What we can do, is to point to some
indicators that have a good track identifying previous
reversals and see where they stand today.

The Secular Trend
One price oscillator that has identified the previous
four secular peaks is calculated from a ratio between a
60-month and 360-month EMA (5/30-years). The red
arrows in Chart 10 indicating those peaks, developed
in a fairly timely fashion. Nevertheless, it’s important to
note that this chart encompasses a 120-year time span,
so a small space represents several months of data. By
way of an example, the 1929 peak was signaled well
before the 1932 low but just after the crash. At the
end of February, both the oscillator and its 48-month
EMA were rising and therefore offering no sign of a
secular reversal.

InterMarket Review / Volume 39 No. 10

15

Inflation Adjusted S&P Composite and Two Indicators

Chart 11

Chart 11 compares real stock prices to the Shiller
P/E and its price oscillator based on the 24/240-month
parameters. The arrows flag periods when the oscillator drops below its 41-month MA from an extended
level. All crossovers were associated with a decline.
The four thick one’s isolate secular turning points. The
three smaller dashed arrows were all associated with
a cyclical or primary trend reversal. This indicator is
also still marching higher and not offering any evidence
of an impending top. In the event we are correct in
our assumption of a further extension to the secular
uptrend, the chart indicates a possible upside limit
in the form of the extended resistance trendline. It's
currently around the 50 level.

16
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CPI Adjusted Equities and a 60/360 Commodities Price Oscillator

Chart 12

At some point, unstable commodity price trends,
which reflect structural imbalances for the economy,
adversely affect stock prices. From an inflationary point
of view, the triggering point arises when the inversely
plotted commodity price oscillator in Chart 12 crosses
below its MA. This earns a red highlight in the chart and
is, in its own way, a warning that the secular trend is
now positive for commodities. Ignoring the false signal
in the ellipse, the remaining ones were all followed by a
secular bear market. In two instances (1937 and 1973)
the drop was immediate. On the other hand, the 1899
and 2005 signals were both followed by a delayed secular bear for equity prices. The 1929-32 drop was not
indicated in any way by this approach. That’s because
it fell victim to excessive deflationary not inflationary
pressures.
Based on the experience of the last 130 or so years,
the oscillator is arguing in favor of a secular bear but is
evenly split as to its timing.
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S&P Composite and the Stock Barometer

Chart 13

S&P Composite and an Interest Rate Model

Chart 14
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CPI Adjusted Stocks and a CPI 12-month ROC Indicator

Chart 15

Primary Trend
February saw our Stock Barometer (Chart 13) fall
to a bearish 33% reading. In order to reduce whipsaws
though, the published number is based on a 2-month
moving average. That means the official February
reading stands at a bullish 50%. Since the 2009 low,
the secular trend has been bullish, where bear markets
are generally limited in scope. As a result, bearish Barometer signals have tended to be false negatives. That
doesn’t mean that a new signal, if it’s given, should be
ignored. After all, we will not know if the secular trend
has reversed until sometime after the fact. Rather,
any potential bearish signal would be better used as
recognition that the risk level had increased until given
the all-clear.
One area that has already gone bearish is the relationship between stocks and money market yields,
shown in Chart 14. When the yield on 3-month commercial paper drops below its 12-month MA (implying
easy money) and the stock market believes that will
have a positive effect on the economy by rising above
its 12-month MA, a green highlight appears in the chart.
Between 1900 and 2012 that type of environment

experienced an average annualized monthly gain of
16%. A reversal in both conditions is represented by a
red highlight. Those periods returned an average annualized monthly loss of -9%. Unfortunately, this model
went bearish in February.
Chart 15 sets out the relationship between CPI
adjusted stocks and the 12-month ROC of the CPI
itself. The vertical lines show when the ROC crosses
the +5% benchmark for the first time in a cycle. In most
situations this is sufficient to destabilize the economy,
which stocks anticipate by experiencing a bear market of some kind. It’s interesting to observe from the
chart that those sell-offs have been noticeably more
constrained under the context of a secular bull (green
shaded areas) than bear.
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S&P Composite versus the Margin/Debt GDP Ratio

Chart 16

S&P Composite and a Cumulative Hi/Lo Indicator

Chart 17

20
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S&P Composite and the Food Model

Chart 18

A rising trend of NYSE margin debt is bullish because it reflects growing confidence and adds to money
flows exposed to equities. Chart 16 shows the ratio
between that debt and U.S. GDP, thereby offering us
a guide as to relative popularity of stocks compared
to the overall economy. This relationship has been zig
zagging its way higher since 1970, indicating progressively elevated levels of speculation.
It’s occasionally possible to construct a long-term
trendline, the penetration of which signals a higher
ratio and stock market. The ratio recently broke above
a 20-year line, suggesting it’s destined to ultimately
move a lot higher, i.e., an extension to the secular bull
market involving even more speculation than is currently the case.
That said, peaks in the ratio’s momentum are typically followed by varying degrees of corrective activity
in stock prices. This indicator is currently rolling over,
suggesting the ratio itself may well pull back to the
extended green trendline, all under the context of an
on-going secular bull.
Finally, Charts 17 and 18 present two reliable
technical indicators. Both are negative. The first, Chart
18, is a cumulative indicator based on NYSE net high

data. The vertical lines indicate that downside 100-day
MA crossovers are usually followed by some kind of a
sell-off.
Chart 18 presents an oscillator that calculates the
difference between the intermediate KST for the S&P
Composite and that for the relative action of the S&P
food industry group. You can read about it in detail here.
Briefly, an oscillator reading greater than zero is bullish.
That’s because it means the more speculative S&P KST
is above that for the relative action of the defensive
food stocks. When that condition holds, and the S&P
is above its 40-week DMA, a green highlight appears in
the chart. Red highlights occurs when both conditions
are reversed. Finally, a black highlight reflects a conflict
between the two components. The model went bearish
at the end of February as both components simultaneously moved into a negative mode.
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S&P Composite/CRB Spot Raw Industrials Index and Two Indicators

Chart 19

Stock (S&P)/Commodity (CRB Spot) Ratio and Two KSTs

Chart 20
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S&P Composite, the Stock/Gold Ratio and Two KSTs

Chart 21

Two Inter Asset Relationships
Turn Bearish
Last month, we pointed out that our 6/15 EMA
model for the ratio between stocks and commodities
was on the verge of a sell signal, which occurs when
the 6-month EMA crosses below its 15-month counterpart. That happened in February as the oscillator
in the center window of Chart 19 crossed below zero,
thereby earning a red highlight in the chart. This break,
indicating the superior performance of commodities
over stocks, is likely to be valid for two reasons.
First, the 48-month RSI has seen three successful
major trendline breaks in both directions since the
1970s. It has now experienced a fourth. Second, Chart
20 points out that the ratio has completed and broken
down from an important top. The bearish nature of
this action is underscored by the two declining KSTs.
Moreover, the downside penetration provided further
proof that the late 2021 upside break was a whipsaw.
Generally, false signals are followed by an above aver-

age move in the opposite direction to the breakout. In
this case, that would be down.
This important change in the relative fortunes
of stocks versus commodities tells us several things
apart from the obvious—that commodities are likely to
outperform stocks. Usually, but certainly not always,
stocks lose ground in their own right, which is why
the ratio is a Stock Barometer component. Second, a
declining relationship warns us that the cycle is in its
later stages. Third, when commodities outperform, it
means a positive environment for commodity sensitive
equities and a negative one for bonds.
Finally, Chart 21 indicates the likelihood that the
2021 breakout in the stock/gold ratio will turn out to be
false. That’s because it has dropped below its extended
breakout trendline and 65-week EMA at a time when
the Intermediate KST is negative, and its long-term
counterpart is dangerously close to a sell signal. As
with the stock/commodity ratio, a declining trend is
not always bearish for stocks in their own right, but if
you’re bullish, it’s far better to have this relationship
on your side. 
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You know Martin from his extensive research. But do you also know that Martin is a
Co-founder and Investment Strategist at Pring Turner, a fee-only registered
investment advisory firm that serves over 150 families across the U.S.?
They say, "it takes a village", except in our case it's more of a modest but highly skilled
team of investment strategists, technical analysts, and financial planners.
Have you considered who will care for your investments when you are no longer
willing or able to do so? Your spouse and loved ones may not share the same passion
or be up to the task of carefully managing an investment portfolio. Now could be a good
time to establish a relationship with an experienced and knowledgeable investment team
who could help ease any future transitions and manage a portion of your assets.
Give us a call today at 925-287-8527 or visit our website www.pringturner.com if you'd
like to schedule a meeting with Martin or another member of the Pring Turner team.
PAID ADVERTISEMENT
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U.S. Credit Markets

Our Bond Barometer remains at its maximum
bearish reading of zero percent. We see few signs
that it will improve any time soon.

iShares 20+ Year Treasury Bond ETF (TLT) and the Bond Barometer

Chart 22

InterMarket Review / Volume 39 No. 10

25

3-month Commercial Paper Yield and Two Indicators

Chart 23

Government 20/2-year Yield Curve and the Pring Turner LEI Recession Caller

Chart 24
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Moody's Seasoned Corporate Aaa Bond Yield and a Long-term KST

Chart 25

Indeed, one important relationship, that between
loans (demand) and deposits (supply), shown in Chart
23, has just started to turn up and cross above its
12-month DMA. It’s long-term KST has also begun
to firm up, all of which suggesting that money market
yields have much further to run on the upside.
The 20/2-yield curve is featured in Chart 24 This
series is rapidly closing in on an inversion, a situation where the 2-year yield reaches the same or a
higher level than its 10-year counterpart. Inversions
generally reflect a tight money policy. That’s not the
case right now because the Fed has yet to raise rates.
However, it does speak to the fact that the market is
well on its way to accomplishing the tightening itself.
Red highlights in the chart indicate recessions and
the vertical lines their onset. Note that for a recession
to get underway two things need to happen. First, the
curve moves to or below the red inversion line. Second, after several months, it usually begins to rise or
“steepen”, indicating some initial loosening either by
the Fed or the market. Those lead times are flagged by
the small orange arrows. Finally, this monetary action
also shows up in the economy with the Pring Turner
Recession Caller, a momentum series calculated from
our Pring Turner LEI, dropping close to or under its

recession line. Right now, this LEI is some way from
triggering a signal and for its part, the yield curve, has
yet to invert and pause.
One of the more dramatic developments in the last
month has been the breakout by Moody’s AAA Corporate Bond Yield above the neckline of an inverse head
and shoulders pattern as seen in Chart 25. The next
level of major resistance stands at the 96-month MA
and the secular down trendline at around 3.5%. Note
that the KST has begun to peak. The post 1981 vertical
lines show that previous KST downside reversals were
consistently followed by lower yields. On the other
hand, the secular trend was rising between 1955 and
1981. Under that context, these counter secular peaks
were largely ineffective, hence the dashed nature of
the lines. We believe that the secular trend is in the
process of reversing. One clue in that direction will be
to see whether the current reversal will be followed
by a drop in rates or if the market shrugs it off, more
in character with the 1955-1981 period. One sign that
the secular trend is in the process of reversing comes
from the newly established trend of rising peaks and
troughs. This kind of reversal developed a couple of
times during the course of the 1981-?? secular bear,
but never as decisively as current action.

InterMarket Review / Volume 39 No. 10

27

10-Year Treasury Yield and a Long-term KST

Chart 26

The 10-year yield in Chart 26 has also completed a base and crossed above its 96-month MA.
Moreover, its KST has reached a record level, an
achievement that is very bullish (for rates). That’s because it developed coming off a major bottom rather
than as an exhaustion move following an extended
rally. The thick horizontal brown trendline holds
out the possibility that the yield is in the process of
forming an extended base as a prelude to a possible
secular reversal breakout signal. Note the sharp
downside breaks that followed the two numbered
whipsaws. 
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Commodities

Our Inflation or Commodity Barometer remains at
a lofty 100% level with no sign of potential weakness
in any of its components at this point. One of our most
reliable economic indicators that identifies commodity
peaks, is a price oscillator for capacity utilization using
the 3/18 parameters. It correlates nicely with commodity prices, since swings in the utilization rate are a proxy
for tightness in the manufacturing sector.

CRB Spot Raw Industrials and the Inflation Barometer

Chart 27
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CRB Spot and Two Capacity Utilization Indicators

Chart 28

CRB Spot Raw Materials Index and an OECD Amplitude Adjusted +6 Indicator

Chart 29
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The vertical lines in Chart 28 show negative zero
crossovers consistently take place around the same
time that commodities themselves peak. Right now,
the actual data is at a new recovery high, but is slowly
losing upside momentum, as reflected by a falling oscillator. Even so, based on its current trajectory, there is
still has some way to go before a bearish signal is likely
to be triggered.
The OECD plus six other countries amplitude adjusted LEI is another economically related series that
has proved helpful in spotting commodity peaks. This
one goes negative when it drops below its equilibrium
level at 100. The latest January data point in Chart 29
shows that it is close to triggering a signal since it has
already fallen back to that 100 level.

Chart 30 features an indicator that mimics what a
lot of long-term momentum series are doing—namely
rolling over. This one, which compares a 10 to a
25-month EMA, is a little bit more consistent since it
only counts two failures in 70 years or so of data.
It’s very important to make sure weak momentum
is confirmed by a trend break in the price itself with a
negative MA crossover. Using the 12-month MA such
a filter would have avoided the 1988 and 2004 false
signals. The CRB Spot Raw Industrials is currently
just under 651—21 points above the estimated end
of March MA reading of 530. Until that happens, one
should be cautious in forecasting lower prices.

CRB Spot Raw Industrials Index and a 10/25 Price Oscillator

Chart 30
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CRB Spot Raw Industrials Index versus Copper

Chart 31

CRB Spot Raw Industrials versus Oil

Chart 32
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West Texas Sour and a 60/360 Price Oscillator

Chart 33

As we wait for such confirmation, there are two
individual commodities worth watching, copper and
oil. In that respect, Chart 31 shows that a peak in the
long-term KST for copper usually means that industrial
commodities in general are threatened. Baring a repeat
of the 2005 situation, when the KST experienced a false
downside move, it seems more likely that this oscillator has peaked for the current cycle. While an upside
reversal from current levels is a possibility, we place low
odds on such a scenario, especially as the trajectories
of the OECD LEI and the Capacity Utilization oscillator
are dropping.
Charts 32 and 33 show that if commodities are to
work their way higher, a lot of that momentum will be
supplied by energy. Chart 32 indicates that the KST
for energy almost always lags that for the CRB Spot at
bull market highs, whereas Chart 33 reflects the fact
that crude oil is breaking out at a time when its secular
oscillator is poised to go bullish.

For its part, the Invesco DB Agricultural Fund (DBA)
featured in Chart 34, has just cleared an important
resistance trendline.
Finally, the ratio between the CRB Composite and
the iShares 20-year Trust (TLT), a key inflation/deflation
relationship, moved above its secular down trendline
some time ago. Chart 35 shows now it has broken
out from a 4-year base and looks headed higher. The
breakout is also being supported by the intermediate
and long-term KSTs. 
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Invesco DB Agriculture Fund (DBA) and Three KSTs

Chart 34

CRB Composite/iShares 20-year Trust and Three KSTs

Chart 35
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International Markets

The U.S. versus the Rest of the World
The ratio between the Unweighted S&P (RSP) and
the World Index (ACWI) continues to favor the average
U.S. stock, as it reached a new high in February.

Invesco S&P 500 Equal Weight/iShares MSCI ACWI (RSP/ACWI) and Two KSTs

Chart 36
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SPDR S&P 500 ETF Trust/ iShares MSCI ACWI (SPY/ACWI) and Two KSTs

Chart 37

iShares MSCI Austria ETF (EWO) and Three Indicators

Chart 38
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iShares MSCI Emerging Markets ETF (EEM) and Three Indicators

Chart 39

That strength flags a change in U.S. leadership
as the U.S./world ratio using the Cap Weighted S&P
Composite, shown in Chart 37, showed some weakness, by experiencing a small downward zig zag and an
intermediate KST sell signal.

Austria
One promising looking country ETF comes from
iShares MSCI Austria ETF (EWO), where the RS line
has just crossed above a long-term down trendline,
and the RS KST has gone positive. The absolute price
is still contained below its resistance trendline, but it’s
nevertheless worth watching.

Emerging Markets
The iShares MSCI Emerging Markets ETF (EEM) is
also showing promise with a successful down trendline
penetration as well as a break in the 2021 Special K
indicator for relative action. Like Austria, it’s one to
watch rather than act on because the downtrends in
both the price and absolute Special K are intact.
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iShares MSCI Thailand ETF (THD) and Three Indicators

Chart 40

One emerging market that has broken out on all
fronts is the iShares MSCI Thailand ETF (THD), as each
of the four series displayed in the chart are above their
respective EMAs. The two down trendline penetrations
add icing to the bullish cake. 
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Currencies
U.S. Dollar Index
The dollar remains in a confirmed bull market, as
it is above its 12-month MA and the long-term KST is
also rising. That said, it’s also evident that the Index is
running up against resistance in the form of its secular down trendline and the extended 2011-2022 up
trendline. Consequently, an extension to February’s
corrective mode is likely.

U.S. Dollar Index and a Long-term KST

Chart 41
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U.S. Dollar Index and Three ROCs

Chart 42

We would caution against being too bearish though
in view of the fact that the three momentum indexes in
Chart 42 have all violated down trendlines. All that’s
required is a decisive month-end close above 99 to
confirm that a major rally is underway.
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Euro and Three KSTs

Chart 43

Euro
The euro is in a bear market as it’s trading below
its 65-week EMA and the long-term KST is negative.
Nevertheless, some kind of counter-cyclical correction
is in the cards because the short- and intermediate KSTs
are in a rising mode.
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Japanese Yen and a Long-term KST

Chart 44

CRB Spot Raw Industrials Index, Canadian Dollar and a Long-term KST

Chart 45
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CRB Spot Raw Industrials Index, Australian Dollar and a Long-term KST

Chart 46

Japanese Yen

Canadian and Australian Dollars

The yen is also in a bear market, which was compounded by the penetration of the 2015-2021 up
trendline a few months ago. If the overall dollar correction continues, that could well involve a yen rally back
to its 12-month MA.

These two currencies usually move in a similar
track to that of commodity prices. But since early
2021 they have been moving in opposite directions.
This has involved a negative 12-month MA crossover
and a bearish long-term KST in the case of the currencies. That combination places them in a technical
bear market. So far though, there has been no serious
downside follow through. This is especially true for the
Canadian dollar in Chart 45 because it suffered a false
upside breakout. Instead of experiencing the usual
above average move in the opposite direction to the
breakout, it has re-grouped instead. We still categorize
these currencies as bearish, but not adamantly so. 
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Precious Metals
Gold
In order to assess its ability to act as an inflation
hedge, Chart 1 (page 2) displays the gold price adjusted
by the CPI. Obviously, a lot depends on when it was
purchased, but unless bought near the 1980, 2011
or 2020 peaks, investing in the yellow metal would,
lengthy waiting periods aside, have performed as well
as or better than inflation.
The green highlights tell us when the (6/15 EMA)
price oscillator is above zero. Ignoring a few small whipsaws, a positive oscillator has enabled gold investors to
beat inflation. Right now, the oscillator is close to zero
but nevertheless slightly bearish.

The nominal price recently broke out from its
2020-2022 trading range. If it can hold that breakout,
a challenge of the 1980-2022 resistance trendline for
the inflation adjusted series is a very real possibility.
One encouraging factor lies in the fact that our Global
Gold Index (Chart 47) is at a new ball-time high. Since
this resistance trendline is 40-years in length its penetration would represent an extremely important
long-term technical development.

Spot Gold and a 6/15 Exponential Price Oscillator

Chart 47

44

InterMarket Review / March, 2022

SPDR Gold Shares (GLD) and Two KSTs

Chart 48

Chart 48, featuring the SPDR Gold Shares (GLD)
shows that the recent breakout is likely to be valid since
it is being supported by the two KSTs, neither of which
are overextended. Resistance, nevertheless, still exits
at the solid horizontal line at $180.
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Spot Gold versus the Gold/CRB Ratio

Chart 49

VanEck Vectors Gold Miners ETF (GDX) and Three KSTs

Chart 50
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SPDR Gold Shares (GLD) and a Volume Indicator

Chart 51

Chart 49 demonstrates that the ratio between gold
and the CRB Spot Raw Industrials usually moves in
tandem with the gold price itself. The key here is that
the ratio has just broken out from a small base. This
move is also being supported by a positive short- and
intermediate KST, all of which suggests that the ratio
and gold price will move higher.
It’s also nice to see gold shares act in tandem with
the metal itself. That is certainly the case at present
since the VanEck Vectors Gold Miners ETF (GDX) in
Chart 50 has just broke to the upside. The short- and
intermediate KSTs are supporting this move, but not
their long-term counterpart. We are not concerned
about the latter since it generally lags the others and
should be given some time to confirm the latest move.

What does concern us though is the Key Reversal
Day that formed last Thursday when Russia invaded
Ukraine as seen in Chart 51. They say buy on the rumor
sell on the news for stocks, but it may also work for gold.
That key reversal has the five required ingredients. It
follows a short-term rally, opens with a gap, closes near
the previous close, experiences heavy volume and is a
wide bar. The price action of a key reversal indicates
exhaustion of buying power, whereas the volume and
width emphasize the size of the battle between buyers
and sellers.
One and two bar patterns are only expected to
have an effect on prices for 5 to10 bars, which in this
case are days, but that may be enough to invalidate the
breakouts in Charts 49 and 50. 
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