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Financial market rumble strips – Key levels for the S&P 500, US 10-year yields, and gold 

• May remains volatile as the S&P meanders across its uptrend channel - 3983-4000 first support. 
• US 10-year yields still range bound despite inflation concerns. Key levels: 1.53%-1.70%. 
• What is gold indicating about inflation? 1965 and 2075 are key upside technical levels.   

 
One way to think about technical analysis is to compare it to the rumble strips that alert drivers when 
they begin to stray out of their lane. Technical analysis serves the same purpose, as it alerts us when 
markets are beginning to change lanes or even direction, which is always important to pay attention to 
after moves similar to 2020 and 2021.  
 
Despite the recent volatility in the S&P, not much has actually changed as the index meanders from 
the upper end of its lane, or trend channel, roughly half way toward the lower end of the channel. The 
S&P is now retesting the lows of last week near 4056 near its 50-day moving average. We expect a 
choppy trading range to continue in May and view this weakness as part of a normal pullback after the 
strong April rally. So far, the market has yet to drift out of its lane into the rumble strips to signal a 
major trend change. With short-term momentum (top panel) becoming oversold, a trading low is likely 
in the coming week near the support band at the lower end of the uptrend.  
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Interest rate rumble strips – Despite growing inflation concerns, US 10-year yields remain in a 
trading range just below an important technical band - highlighted in red on the weekly chart below. 
While the consensus is that rates will move much higher, 10-year yields have yet to confirm that view. 
What are the key levels we are watching to indicate a change in direction?  The weekly and daily 
charts below illustrate the key levels with 1.70% the first key upside level, followed by 1.77-1.78%. On 
the downside, 1.53% followed by 1.46% are the important technical levels to monitor.  

 
         US 10-year bond yields – Weekly  

   
 
        US 10-year bond yield – Daily 
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What is gold saying about inflation? Gold is an unusual commodity. It is often viewed as a safe 
haven in times of financial stress, while at other times, it serves as protection from a weaker USD. 
While these two issues regularly affect the price of gold, it tends to follow the changes in inflation and 
interest rates much more closely. If inflation is going up faster than interest rates, gold moves higher. 
So, the price of gold in the coming months is likely to tell us a lot about how concerned, or 
unconcerned, markets are about inflation.  

One question investors have been asking is whether gold is tracking the pattern of 2011-2012 when it 
temporarily bounced only to collapse. We don’t know for sure how gold will behave but we believe 
there are a few key price levels that can help answer that question. A move below the recent lows at 
1670 would be a technical breakdown and signal that inflation is less of a concern than most expect. 
Conversely, a move above next resistance at 1965 would suggest inflation worries are growing, while 
a move above the highs at 2075 would signal inflation is an accelerating problem for markets. 
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