
Has Anything Really Changed? 

 

As we head into the next US Federal Reserve meeting on May 3-4, we could ask ourselves if anything 
has really changed for North American stock markets since the previous March meeting regarding their 
risk levels. US stock markets at that time were looking to break through some critical support levels as 
referenced in my prior blog. You could say, that these support levels ultimately held and we ended up 
with a nice short-term rally into the end of March. However, many US indexes have now reversed back 
down to prior levels, and some risk indicators are at higher levels as we approach this meeting. 

The continued focus of many market observers has been the 10 – year US Treasury yield which 
continues to go higher as it recently hit 2.95%. It was around 2.5% at the end of March. Perhaps, more 
concerning, is the descent in the iShares High Yield Corporate Bond exchange traded fund - HYG. As its 
path goes lower, the interest rates charged to the more insecure Companies has increased in order to 
finance any new or renewing debt obligations. Currently HYG, is at 79.51. This measurement was seen 
in March 2020, when it continued to go lower as well as December 2015 and October 2011. In 
December 2018, this ETF hit bottom around 80. This 2018 time period, coincides with the last time the 
US Federal Reserve stopped the Quantitative Tightening that they were on then.   

 

    



Finally, our primary long-term indicator, which is the Positive Trend indicator for the NYSE that measures 
the percentage of stocks on the NYSE that are in positive trend just reversed back down again - below 
the 50% demarcation point. Also, the main indicator or the Bullish Percent for the NYSE, reversed course 
earlier this month to fall below the 50% level again. This indicator measures the percentage of stocks on 
the NYSE that are on  a Point and Figure buy signal. Consequently, we continue to see this as a high-risk 
environment with both indicators moving lower below the 50% demarcation point.  

We are hopeful for an outcome similar to the recent March meeting when markets reversed course and 
went higher. We would think a change in tone would be helpful for that outcome or perhaps the 
economy will be just fine regardless of the potential interest rate increases. As always, only time will tell. 

The continued bright spot of the North American markets continues to be Toronto’s TSX with its large 
energy weighting. This year, it has been moving between 22,200 and 20,000. It ended yesterday at 
21,121. 

Please call or email me any questions.   
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