
 

 
RBC Capital Markets, LLC / Portfolio Advisory Group 
All values in U.S. dollars and priced as of February 1, 2022 unless otherwise noted 
For Important Disclosures, see page 4  

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any 
other federal government agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank 
affiliate, and are subject to investment risks, including possible loss of the principal amount invested.  

Produced: Feb. 2, 2022 09:37ET; Disseminated: Feb. 2, 2022 09:44ET 

Technical Strategy  

Trend & Cycle Roadmap 
 Robert Sluymer, CFA 
Technical Strategist, Portfolio Advisory Group 

February 2, 2022 
 

Keeping the long-term in perspective while keeping an eye on key tactical levels.  

At the beginning of January we featured the chart below to illustrate the underlying 4 year market 
cycles that define the longer-term secular trends of the S&P 500. Of course, the cycles do not perfectly 
bottom every 4-years, but the pattern is reasonably consistent to consider in an investment process.  
As we noted in early January, these multi-year market cycles are primarily driven by liquidity supplied 
by central banks and the corresponding reaction by the underlying economy.  

With central banks beginning to transition toward raising interest rates in the coming quarters, 
investors are understandably concerned that the market cycle that began in 2020 may be peaking. For 
longer-term investors, the chart below and on the following page suggests the cycle is showing 
technical evidence of maturing, but it is premature to conclude the cycle has turned negative.  

Is there risk of a bear market? Possibly, but our expectation is for 2022 to remain choppy with 
weakness likely in 2023 that sets the stage for another cycle low in 2024 near the rising 4-year (200-
week) moving average. On the next page we discuss why the January low near S&P 4200 serves as a 
useful technical risk control level for investors that are more tactical. 
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The current cycle and why S&P 4200 now defines a risk control level for tactical investors.  

We are revisiting the long-term chart of the S&P 500 below to reiterate the importance of the recent 
lows near S&P 4200 as a key level to control equity exposure for tactical investors and traders. The 
S&P 500 correction in January bottomed very near the 15-month moving average, which often serves 
as a proxy for the underlying trend for most market cycles. A break below the 15-month average would 
be needed to technically signal the bull market that began in Q1 2020 is showing evidence of peaking. 
For now we encourage investors to stay the course while considering using the 15-month moving 
average to manage some long side risk in equity portoflios.  

 

S&P 500 – Short-term momentum is turning up from oversold levels supporting further upside.  

In last week’s Roadmap we highlighted that the S&P was suitably oversold near support at 4200 to 
expect a rebound. The daily momentum indicators in the top panel are still early in an upturn 
suggesting further upside over the coming 2-4 weeks. In the very short-term the recent bounce has 
pushed the S&P into next resistance band near 4500-4600 suggesting markets are likely to trade in a 
choppy range, but we do not expect a full retest or break of the recent lows.  
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AAII Investor Sentiment – Consensus is not bullish, which suggests a pending rebound.  

We are revisiting the AAII Sentiment readings again this week to illustrate the lack of Bullish sentiment 
and high levels of Bearish sentiment now in place. As contrarian indicators we view the recent 
readings as support for a rebound for equities.  

 
The Russell 2000 Small-cap Growth Index has corrected to next support at its 200-week ma 

High P/E mid and small-cap growth stocks have been weak since Q2 2021 but were sold agressively 
in Q4 2021 into the end of January. The Russell 2000 Small-cap Growth index is a useful index to 
track investor’s appetite for higher beta, higher risk small cap stocks. What is noteworthy now is that 
the index is showing early signs of bouncing from important support near its rising 200-week moving 
average which often serves as long-term support for markets in general and was the case in 3 of the 
past 4 corrections since 2010. Our expectaion is that small- and mid-cap growth are in the very early 
stages of a short-term oversold rebound. While a short-term trade is likely developing we caution 
investors not to assume a new bull market is developing. We recommend using the recent lows near 
1190 as a risk control/stop loss level and view 1420 as major resistance.  
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