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January 23, 2016 – Wednesday morning the market was tanking and the holy support level of 1867 on the S&P 

500 was smashed quite convincingly. However, as we warn in every article and every speech, broken support 

levels have to stay broken. While the index did end that day at 1859 it ended up barely unchanged for the day. 

The next day, it closed above support and Friday continued higher still. 

 

What it left us was a bullish hammer candle and another successful test of support in a market that was oversold 

and very fearful.  So that’s it, right? Time to buy and look for another rally like the one we saw in October?  

 

Not exactly. The reversal started on the technicals (including super lopsided breadth) and was boosted by 

another round of jawboning by ECB Chief “Super” Mario Draghi. If we had Euro-stimulus for every time 

Draghi promised one we’d be at negative interest rates and the ECB would own the entire global bond market. 

Good luck with that stimulus as the Fed has proven quite clearly that it does not work.  

 

But seriously, this rebound is completely understandable and it fits in well with the bear market story. 

Remember, some of the biggest rip roaring rallies happen in bear markets. But aside from the anecdotal 

evidence, the yield curve is just as flat as it was a week ago. All sectors except utilities and consumer staples are 

below 200-day averages. And financials have a serious long-term support break in place. 

 

Basically, there is plenty of room for a reversion to the mean bounce but nothing has changed in terms of the 

technicals that got us here. Bonds are correcting after a breakout. Oil bounced on short covering (while 

industrial metals and industrial metals mining stocks fell). And why is the dollar still rallying? 

 

This looks to us as the time to get ready to unload some positions that should have been unloaded before. Good 

candidates? The sectors that went from worst to first this week. Pipelines, coal, marine transportation, 

recreational products, footwear (sans NKE) and a few more.  We’ve created a table of the top 10 worst 

performing sectors over the past one, two and three months and matched that with the top 10 performers over 

the last week.  Any sector that is on two or three of the worst lists and then appears on the best list is what we 

are talking about. Oil equipment is one that comes to mind right away.  Anyway, that table is below in the sector 

section. 

 

Let’s switch gears and see that even staid and necessarily optimistic banker types are not pleased with the state 

of the global economy. Heard at Davos (source: Daily Telegraph) - “The situation is worse than it was in 2007.  

Our macroeconomic ammunition to fight downturns is essentially all used up.” “The global elastic has been 

stretched even further than it was in 2008 on the eve of the Great Recession. The excesses have reached almost 

every corner of the globe.”  

 

We saw it in the charts although we did not know what exactly we saw. All we knew is that the markets are 

weak. As it was last week, the only saving grace is that the big cap indices have not yet taken out their 

summertime lows. As long as that is the case, we can hold on to hope that the markets will actually stabilize, 

perhaps geopolitical tensions ease, companies report surprise profits and for later in the year, presidential 

candidates from all parties put forth ideas the market likes. We are intentionally staying apolitical. Our job is to 

follow the market and nothing more.  

 

The Fed is on tap for this week although nobody expects any changes in policy. The jawboning, of course, will 

be of great concern. Will they back down on the rate rising plan? If so, that could help markets.  

 

Bottom line – It’s a correction in a bear market with some factors that could make it quick or less quick. But 

none that we see that will change this to being a bottom. 
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Index Charts of the Week 
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Other Markets 
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Sector Watch 

3-month loss 2-month loss 1-month loss 1-week gain

 Aluminum -24.26%      Aluminum -32.58%    

 Auto Parts -16.92%    

 Basic Resources -29.46%      Basic Resources -21.41%    

 Coal -35.16%      Coal -28.46%      Coal 23.45%    

 Consumer Electronics -35.68%      Consumer Electronics -26.71%      Consumer Electronics -20.93%    

 Exploration & Production -24.81%      Fixed Line Telecomms 4.38%    

 Footwear 5.58%    

 Forestry & Paper -25.34%   Forestry & Paper -22.45%      Forestry & Paper -16.61%    

 Hotels 4.11%    

 Industrial Metals & Mining -32.18%      Industrial Metals & Mining -21.99%      Industrial Metals & Mining -24.14%    

 Internet 3.95%    

 Marine Transportation 6.95%    

 Nonferrous Metals -67.52%      Nonferrous Metals -50.75%      Nonferrous Metals -47.11%    

 Oil Equipment -26.69%      Oil Equipment -22.14%      Oil Equipment 5.28%    

 Paper -25.34%      Paper -22.45%      Paper -16.61%    

 Pipelines -37.46%      Pipelines -27.68%      Pipelines 13.97%    

 Platinum & Precious Metals -49.67%      Platinum & Precious Metals -41.72%      Platinum & Precious Metals -41.72%    

 Recreational Products 5.16%    

 Telecommunications 4.18%      
 

This table shows the top 10 losers for the past 1, 2 and 3 months and the top 10 gainers for the past week. The 

idea was to find the worst sectors with the biggest dead cat bounces but the fruit was not as sweet as we had 

hoped. Coal is so low-priced that it does not matter. Footwear excluded Nike. Telecoms are really the secondary 

issues. That leaves us with oil related sectors, which we will watch for more gains and then look to sell them.  
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That is it for sector charts. The market is moving more or less in unison and questionable reversals are 

everywhere. We think this is a correction in a bear market.  
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Stocks in the News 
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Other Information 

 

About - Michael Kahn, CMT, has been working with charts and technical analysis since 1986 and 

currently writes the twice-weekly “Getting Technical” column for Barron's Online. He is also a 

regular contributor to MarketWatch.com.  Michael was formerly Chief Technical Analyst for 

BridgeNews and seen frequently on financial television including PBS’ Nightly Business Report.  

 

24/7 Website archive – http://www.quicktakespro.com/archive (password needed) 

 

Customer Support - http://www.quicktakespro.com/support.html 

 

Recommended reading - http://www.quicktakespro.com/education.html 

 

What is a two-pager? These are short write-ups on various technical topics that are made 

available when further explanation of a topic is needed. There is no extra charge to 

subscribers. For those looking for a more complete reference and a bound version of these 

two-pagers, we offer the book Real World Technical Analysis at 

http://www.quicktakespro.com/rwta.html.  

 

Refer a colleague to Quick Takes Pro and get a free month of service for each new paying 

subscriber. Just send an email (mailto:mkahn@quicktakespro.com) with names and email 

addresses and we’ll track them and credit your account.  

 

Connect with us:   

 http://www.facebook.com/QuickTakesPro.biz 

 http://twitter.com/mnkahn 

 http://www.linkedin.com/in/QuickTakesPro 

 http://www.quicktakespro.com/blog 

 http://pinterest.com/mnkahn/ 

 http://youtube.com/quicktakespro 

 http://stocktwits.com/mnkahn 

 http://www.talkmarkets.com/contributor/mnkahn 

 
The information contained in this report is opinion, based on information that we deem to be reliable at the time of publication, but is not 

guaranteed in any form. This report does not constitute a recommendation to purchase or sell any security and the analysts are not 

registered investment advisors. Further analysis is recommended before undertaking any position in any security. Any risks are solely the 

responsibility of the buyer/seller. The authors, publishers and distributors of Quick Takes Pro and any associates thereof accept no 

liability for the content or actions taken by anyone or institution utilizing this report. The authors, publishers and distributors of Quick 

Takes Pro may have positions in securities mentioned in this report. All charts prepared with eSignal data and software unless otherwise 

indicated. 
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