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Global Developed Equities are slowing ahead of the high 

Bull “triangle” 

MSCI World Developed - Weekly 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

1686 

A cluster of resistance levels suggests 
immediate upward progress is going 
to be tougher to achieve. 
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Equities continue to outperform Bonds globally, but we are 
not far from major resistance 

Equity outperformance is expected 
to stall in the first half of 2014. 

We expect a cap here. 

Momentum is fading 

G5 Equity/Bond ratio - Weekly  

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Equity Risk Appetite holds a MACD 
momentum “buy” and is now also 
completing a base. 

But, Equity Risk Appetite holds a “buy” signal.  “Riskier” 
equities should continue to outperform 

16th August 

“Euphoria” = +5 

“Panic” = -3 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 



  

4 

EM is typically a beneficiary, but not this time 

MSCI EM stays trapped in a broad range. 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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And Asia, with or without Japan, underperforms 

Relative to MSCI World, Asia 
continues to underperform. 

MSCI Asia (inc Japan) still needs to 
break above 145 to turn bullish again. 

MSCI Asia (ex Japan) is testing 
the upper end of its broad 
converging (“triangular” ?) range.   

Only above 491 turns the trend 
bullish again. 

Ex-Japan relative to MSCI 
World also trends lower. 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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European Periphery Equities have been our focus 

Spain has been our favourite long, and we stay bullish. 

The IBEX/MSCI Europe ratio has broken its long-term 
downtrend, and we look for further Spanish outperformance. 

16th August 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Greece - on the “watch list” for 2014 ? 

Greece Athex continues to push hard 
against key trend resistance at 1205/1225.  A 
break can trigger a fresh leg higher, to 1610. 

The Athex/MSCI Europe ratio 
may be close to basing. 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Tough getting aggressively long the S&P 500 at these levels 

+10/15% above 40-week average 

-10/15% below 40-week average 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

As the market again holds at its upper “extreme” 
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Breadth & Volume are stalling, but in line with the market 

Advance/Decline moves in line with the market. 

54% S&P 500 stocks are above their 50-day average. 

77% S&P 500 stocks are above their 200-day average. 

Cumulative OnBalanceVolume also moves in line 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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And the VIX holds the lower end of its range 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

11.83 
11.05 

22.72 
21.34 
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December is normally a good month though 

Will strong Payrolls and a December Taper make it “different this time” ? 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Typical Bull Markets 

Start  End  Days Months % Change 

13-Jun-49 02-Aug-56 2607 86.9 267.08% 

22-Oct-57 12-Dec-61 1512 50.4 86.35% 

26-Jun-62 09-Feb-66 1324 44.1 79.78% 

07-Oct-66 29-Nov-68 784 26.1 48.05% 

26-May-70 11-Jan-73 961 32.0 73.53% 

03-Oct-74 28-Nov-80 2248 74.9 125.63% 

12-Aug-82 25-Aug-87 1839 61.3 228.81% 

04-Dec-87 24-Mar-00 4494 149.8 582.15% 

09-Oct-02 09-Oct-07 1826 60.9 101.50% 

Mean 1955 65.2 176.99% 

The story so far… 09-Mar-09 13-Dec-13 1740 57.1 170.82% 

IF, we were going to repeat: 

The mean, would suggest a peak of 1847 in July next year……… 

The median would suggest a peak in March………. 
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We still see scope for 1900/10 

1576 

667 

Our bias is for a correction lower near term – back to 
1700/1680, potentially 1600 - ahead of a fresh leg 
higher to 1900/10.  We look for this to then cap. 

S&P 500 - Quarterly 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Will history “rhyme” ? 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

The current bull market is looking very 
similar to 2002/2007, and 1982/1987. 

If history were to repeat, would warn of a 
top in a March/July window, with an 
“ideal” peak of 1905. 

S&P 500: 2002/2007 vs 2009 - today 

S&P 500: 1982/1987 vs 2009 - today 
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Equities have diverged from Inflation…… 

- 10yr TIPS Breakevens 

- S&P 500 

Equities typically do well in 
periods of increasing inflation 
expectations.   

The current move higher has 
seen a sideways range for TIPS. 

WTI also typically moves in line with 
TIPS.  But this time, WTI has fallen. 

- 10yr TIPS Breakevens 

- WTI Crude Oil 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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The eventual break of WTI Crude Oil out of its range may 
turn out to be pivotal in 2014 

But WTI doesn’t seem to be in any hurry to break out of its 
broad converging range.  If anything, the immediate bias 
looks to be shifting for a small base within the range. 

114.83 

147.27 

74.95 77.28 

112.24 

91.77 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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US Credit Risk Appetite approaches “euphoria” 

We may be set for a turn in early 2014 
“Euphoria” = +5 

“Panic” = -3 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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US Duration Risk Appetite finally sees a MACD “buy”. 
Warns we may be close to a peak in yields. 

“euphoria” +5 

MACD “buy” 

10yr US Yield 

A MACD turn higher 
“typically” associates with a 
move lower in 10yr US yields.  

“panic” -3 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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10yr US are also at their “typical” extreme… 

15/20% above the 40-week average 

15/20% below the 40-week average 

10yr US yields are also back at 
15/20% above their 40-week average, 
which we typically see as an extreme. 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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And Sentiment/Positioning suggests specs are very short 

Source: CFTC, Credit Suisse 
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Suggests we are in the end stages of the bond sell-off  

While above 2.66%, still a risk 10s retest 3.00/50%, 
maybe even 3.25%.  We look to get long near here. 

Below 2.66% would increase the risk the peak is already in.  
Beneath 2.47/40% is needed for an important top. 

3.01% 

3.35/36% 
3.22% 

2.47/40% 

1.38% 

3.77/82% 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 



  

22 

30yr US Yields above 3.94% can target the secular down 
trendline at 4.20/4.30%.  We are a buyer here. 

Long-term, 4.20/4.30% marks the top of the secular downtrend 
from 1986.  We would be a buyer of the 30yr here.  

4.20/30% 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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USDJPY overlays well with 10yr yields 

- USDJPY 

- 10yr US Yield 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

We continue to see the fate of USDJPY 
and 10yr US closely entwined. 

USDJPY is still, for now, unable to 
stage a clear break of key resistance at 
103.10/74, although the bias is higher. 
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10yr US/Germany widening is expected to extend to, and 
above, the 2005/2006 highs 

10yr US/Germany maintains a large base 

121/123 

105 

80.5 95 

102 

76 

52 50 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Broad Europe strength has been close to target 

Stoxx 600 is on the cusp of our 330/333 long-held target.  An overshoot to 349 
should be allowed for, but we look for this to cap at first for a correction lower. 

Europe continues to underperform globally  

333 349 

401 

311 

328 

296 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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DAX has all but achieved its 9450 “triangle” target 

With momentum overstretched, we look for 9450 to cap at 
first for a correction lower, potentially back to 8775. 

Above 9450 can see strength  
extend to 9575, then 9900/50. 

DAX continues to outperform strongly in Europe. 

“triangle” 

8557 

10071 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Sweden above 1322 can target the 1548 record high 

Sweden OMX above 1322 should confirm a large 
bull “triangle”, for the 1548 high from 2000. 

1322 
1548 

1109 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Japan maintains a bull “triangle” 

Nikkei remains bullish after the completion of its 
“triangle” continuation pattern, and we look for a 
break above the 15880/15945 highs. 

15880/945 

18300 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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But the secular trend for the Nikkei is still down 

Long-term, above 16155 is needed to break the secular 
downtrend from 1996, to target 18300, then 19115. 

Will 2014 see this broken ?  We think yes. 

16125 

18300 

38.2% = 19115 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Indeed, Japan looks good at the sector level 

Textiles & Apparels holds a large base. 

Pulp & Paper looks to be in the 
process of completing a large base…. 

…..and many other sectors also look 
attractive. 

568/69 

648 

427 

493 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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The JPY holds a bear “triangle” and is expected to see 
further weakness 

The JPY TWI has completed a bear “triangle”. 

MACD momentum is turning lower 
again, reinforcing the negative story. 

129.60/128.90 

136.6 

122.2 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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But USDJPY is also up against long-term resistance 

USDJPY is still unable to stage a clear break 
of long-term resistance at 103.10/74 – the 
38.2% retracement of the entire 1998/2011 
bear market and high for this year. 

The completion of a bull “triangle” though favours an 
eventual break for 105.60/106 initially, and 
eventually 110.60/111.60. 

103.10/74 

101.27 101.86 

110.60/111.60 

120.09 

124.16 

135.20 

147.62 

85.54 

75.56 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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EURJPY should eventually test 149.27 

EURJPY is expected to eventually return back to 
the “neckline” from the 2008 top at 149.27. 

61.8% retracement = 141 

149.27 

133.84 

124.97 

111.45 

138.50/139.14 

169.97 

94.11 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 



  

34 

AUD holds a long-term top, and is expected to see further 
significant weakness 

AUD TWI maintains a major top and we look 
for a break below 99.3 to trigger the next 
bear leg to 93.75, then 88.19. 

99.3 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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AUDUSD targets .8675 next 

Weekly Monthly 

Bigger picture, 
we suspect 
weakness can 
eventually 
extend 
towards .8100. 

61.8% retracement of 1974/2001 decline @ 1.1035 

.8066 

.8848 

50% = .8546 

.6010 

.9758 
1.0015 

1.0584 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

.8674 

.8743 
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CAD is expected to weaken significantly in 2014 

105.8 

108.2 

CAD TWI below the 105.8 low from 2011 would complete  a 
large top, warning of a major bear trend for CAD in 2014. 

103.17/10 

99.63/56 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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USDCAD looks to be building a large base 

USDCAD stays bullish for 1.0802/54. 

While this should be allowed to cap at first, a 
break can target 1.1234, potentially 1.16/1.18. 

1.0854 

1.0658 

38.2% = 1.0802 

1.0616 

1.0182 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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SEK is also expected to weaken in 2014 

SEK TWI holds a bearish “head & shoulders” top. 

85.5 

84.9 

80.73 
38.2% = 81.54 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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We stay bullish GBPSEK 

GBPSEK above 10.82/86 targets 11.25.  
Above this latter level can target medium-
term resistance levels at 11.53/11.83. 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

10.82/89 

11.53 

11.92 

10.47 
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2014 may see a much stronger Swiss France 

CHF TWI has broken higher from its two-year range. 

Warns of a potentially significant strengthening of the CHF. 

150.6/151.2 

159.5 

145.7 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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USDCHF already holds a top 

USDCHF holds a top 

.8568/18 

.8175 

.9251 

.9841 

.7064 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

38.2% = .8862 
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GBP - a significant rise in 2014 ? 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

84.12/20 

93.84/94.00 

GBP TWI  faces a key test of price resistance at 84.12/20. 

A break would complete an important base. 
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Gold stays bearish for our long held bear target at $1157/54 – the 61.8% 
retracement level and the July 2010 low.  Beneath here would look to 
$1087/44, potentially $1000.  We look for this to prove a much better 
floor. 

Gold stays bearish for our core target at $1157/54.   

1921 

1796 

1180 

1415/34 

1157/54 

78.6% = 948/46 

1033 

1044 

681 

Source: the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 
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Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can be eroded 
due to changes in redemption amounts. Care is required when investing in such instruments.  
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS as a seller, you will be requested to pay the 
purchase price only.  
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