
Is the Tide Turning - Part 2 

Last May, we asked if the tide was turning regarding leadership in North American stock markets. We 
noticed that the relative strength of the largest non-financial  Companies on the Nasdaq or the NDX-100 
was underperforming the S&P 500 to a level we had not seen for over 20 years. Remember this Nasdaq 
index contains some of the largest Companies in the world including Apple, Amazon, Facebook ( now 
Metaverse), Google ( now Alphabet) and Microsoft. So can these dominating Companies keep growing 
their stock prices at above average rates. At that time, we wondered if new leadership would be 
coming forward through the banks, consumer discretionary, energy and industrial stocks. Well, 
Canadian banks and energy stocks did have a strong 2021 and have started 2022 with positive upside. 
Meanwhile the technology sector is once again lagging as we start 2022 although the large Nasdaq 
Companies  performed well in  2021.  

 

We notice that the Nasdaq Composite is leading the major North American indexes to the downside as 
we start 2022. We also see the relative strength of the individual Companies within the Nasdaq 100 
(NDX)  compared to the S&P 500 composite did reverse up last year to 46% from the extremely low 20% 
seen in May 2021. It has since reversed back down in December from the low level of 46% to 32% now. 
So only 32% of the names in the Nasdaq 100 are outperforming the S&P 500. We would not anticipate 
a new low being made for this indicator and are hopeful for a reversal up . This next reversal up and how 
far it goes is worth watching as stocks are generally accumulated when the perception is that they are 
on sale. We will have to see what the perception of the sale is and how sustaining. For this sector to 
lead again, you would expect the relative strength indicator to go back above 50%. In the last 12 years, 
36% was the lowest level we have seen and now we have seen a lower level twice in the last 12 months.  



Although Toronto’s TSX, has been doing well with a focus on energy and bank stocks, it is worth 
following the long-term leader of the markets or the S&P 500. Remember that it too, contains the large 
technology focused names that are in the Nasdaq-100. As a consequence, it is also starting the year 
down but not as much as the Nasdaq Composite currently. We do notice our main indicator, the Bullish 
Percent for the NYSE (BPNYSE) which measures the percentage of stocks on the NYSE that is on a Point 
& Figure buy signal has once again reversed down below the 50% demarcation point. 40% was the 
December low.  

We also notice that the long-term Positive Trend indicator of the NYSE (PTNYSE) which measures the 
percentage of stocks trading in Positive Trend on the NYSE continues to sit very close to the demarcation 
point at 54%. Both of these indicators moving below 50% concurrently have been very high risk in the 
past. 

North American stock markets in general had a strong 3-year run. In January they are suggesting that 
something may have changed as risk continues at a high level. We will see where the new leadership 
comes from as time goes on. We are hopeful it is not cash. Currently, our risk indicators are rising with 
North American stock markets close to their all-time highs but certainly coming down in price rather 
quickly. When we look at the S&P 500, we have gone below the 1st support area of 4,500 and are now 
looking at 4,290. The next area below that is 4,080. The week of January 24-28 has a number of 
potential market moving events. Right now, the sentiment is not good for the short-term. 

   



Please call or email me any questions.   
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