Fairlead Tactics

December 29, 2021
U.S. Equities
S&P 500 Index (SPX, 4786.35)

Daily Bar Chart + 50- & 200-day MAs + Cloud Model + Stochastic Oscillator + MACD Indicator

SUPPORT: ~4546 | RESISTANCE: ~N/A

SHORT-TERM BIAS – BULLISH ▲: Short-term momentum has improved behind the major indices,

lifting the SPX out of a month-long consolidation phase. The breakout clears the chart of resistance
and allows for a measured move projection of approximately 4960. The targeted level seems too

aggressive, but it dictates a bullish short-term bias until momentum fades. We expect short-term
overbought conditions to be upheld for a week or two on positive seasonal influences.

LONG-TERM BIAS – NEUTRAL: New all-time highs may be a bullish short-term development, but they do
not reflect improvement in long-term momentum, based on a month-over-month comparison. We

continue to believe a correction is likely in late January based primarily on the DeMARK Indicators® which
shows signs of upside exhaustion on the monthly charts of the major indices. That said, there are no

confirmed “sell” signals at this time, so a neutral bias seems appropriate with the assumption that the
prevailing uptrend may give way to a trading range rather than a bearish reversal.

TACTICS: Hold core long positions that have participated on the upside with the SPX. Add short-term

exposure to stocks with new breakouts, ready to reduce after seasonal strength wears off. Wait for “sell”
signals to be confirmed (e.g., by downturns in the stochastics) before putting on market hedges in

anticipation of correction. Stay with defensive sector positions, while temporarily revisiting sectors that
have lagged recently. Reduce short exposure in light of improved short-term momentum.
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Technical Long / Short Ideas
C.H. Robinson Worldwide (CHRW, $106.13).
Weekly Bar Chart + Cloud Model + MACD Indicator

Dexcom, Inc. (DXCM, $529.90).

Daily Bar Chart + 50- & 200-day MAs + Cloud Model + Stochastic Oscillator

ADDITIONS: We added CHRW to our long ideas because a bullish flag pattern has formed just shy of all-

time highs, supporting a breakout, in addition to AMT and MOS which have cleared short-term resistance
on improved momentum within their long-term uptrends.

We added DXCM to our short ideas given a short-term overbought downturn below its 50-day MA and
cloud-based resistance.

REMOVALS: We removed Abbot Laboratories (ABT) and Quest Diagnostics (DGX) from our long ideas
because they have signs of upside exhaustion after strong run-ups.

We removed Ceridian HCM Holding (CDAY), Electronic Arts (EA), and TransDigm Group (TDG) from our

short ideas because they have oversold upturns reflected by the weekly stochastics, in addition to Fortinet
(FTNT) which has broken out.

AMT
ATO
CHRW
EXPD
GIS
HES
MOS
SJM
UDR
WST
YUM
AAL
BWA
DXCM
MSCI
SYF

LONG IDEAS

Last Price

200-day MA

$268.34
$97.03
$94.90
$121.56
$61.34
$78.01
$34.49
$128.87
$51.67
$386.35
$123.10

12/29/2021*
12/15/2021
12/29/2021*
12/15/2021
12/8/2021
11/24/2021
12/29/2021*
12/15/2021
11/30/2021
11/3/2021
12/8/2021

SHORT IDEAS

Last Price

200-day MA

Date Added

American Tower Corp
Atmos Energy Corp
CH Robinson Worldwide Inc
Expeditors International of Washington
General Mills Inc
Hess Corp
Mosaic Co/The
J M Smucker Co/The
UDR Inc
West Pharmaceutical Services Inc
Yum! Brands Inc
American Airlines Group Inc
BorgWarner Inc
Dexcom Inc
MSCI Inc
Synchrony Financial

$288.49
$103.43
$106.13
$132.97
$66.89
$75.28
$39.86
$135.20
$59.44
$464.87
$137.98

$18.54
$44.91
$529.50
$614.98
$46.46

$20.90
$46.94
479.41
$562.22
$47.05

Date Added

12/15/2021
11/30/2021
12/29/2021*
12/15/2021
11/30/2021
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Technical Themes
Cumulative Advance-Decline Line (NYSE Stocks)
Daily Line Chart + 200-day MA

The Santa Claus rally has been associated with a sharp recovery in breadth, or market participation. This is

important in that the rebound preserved important support for the cumulative NYSE advance-decline line,
which has been range-bound since peaking in June. The lackluster breadth in the latter half of this year
does give us pause, as it suggests many stocks are not participating to the upside, but the long-term

uptrend in breadth remains intact. A breakout from the range would be a bullish development, whereas a

breakdown would be a setback that would suggest a correction is imminent.
Russell 2000 Index (RTY, 2246.51)

Weekly Bar Chart + 40-week MA + Cloud Model + Stochastic Oscillator + RS vs. SPX

The small-cap Russell 2000 Index is benefiting from an oversold upturn following a successful test of

support earlier this month. The weekly stochastics support the rebound, and the ratio versus the SPX is

showing signs of downside exhaustion per the DeMARK Indicators®, which have been timely in the past.
This tells us the “January Effect” may provide a boost as small caps see relief from tax-loss selling,

supporting a relief rally in relative terms versus large caps early in the New Year. In absolute terms, we

want the Russell 2000 Index to uphold its gradual uptrend line, noting secondary support is well below,

near 1890 defined by a 38.2% Fibonacci retracement level and the weekly cloud model.
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U.S. Sectors
S&P 500 Communication Services Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

UNDERWEIGHT: The communication services sector is
into support in relative terms, and into resistance in
absolute terms, putting it at a proving ground.

S&P 500 Consumer Staples Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

OVERWEIGHT: The consumer staples sector has
accelerated to new highs on improved relative strength
that is taking pause with the Santa Claus rally.

S&P 500 Financials Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

EQUAL-WEIGHT: The financial sector is showing signs of
short-term downside exhaustion near support versus the
SPX, a breach of which would dictate caution.

S&P 500 Consumer Discretionary Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

EQUAL-WEIGHT: The consumer discretionary sector has
stabilized near support at its 200-day (~40-week) MA
versus the SPX after having stabilized in absolute terms.

S&P 500 Energy Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

EQUAL-WEIGHT ▼: The energy sector is holding support
in relative terms but has failed to resume its gradual
uptrend despite a relief rally in WTI crude oil.

S&P 500 Health Care Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

OVERWEIGHT: The S&P 500 Health Care Index has
broken out in absolute and relative terms and should
benefit from a return to defensive posturing in January.
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U.S. Sectors
S&P 500 Industrials Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

UNDERWEIGHT: Industrials stocks continue to underperform the market, keeping the S&P 500 Industrials
Index range-bound in a strong tape.

S&P 500 Real Estate Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

OVERWEIGHT: The S&P Real Estate Index is breaking out
in relative terms as it follows through to the upside in
absolute terms on positive momentum.

S&P 500 Utilities Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

OVERWEIGHT: The utility sector has improved in relative
terms, and we expect it will continue to be a source of
relative strength after the Santa Claus rally subsides.

S&P 500 Materials Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

EQUAL-WEIGHT: The materials sector is testing
resistance in absolute terms, and we expect a breakout
to generate further improvement in relative strength.

S&P 500 Information Technology Index

Weekly Bar Chart + RS vs. SPX + 40-week MAs

EQUAL-WEIGHT: Large-cap technology stocks have lost
upside momentum versus the SPX, while small-cap
technology benchmarks remain range-bound.

S&P 500 Sector Indices vs. SPX
5-day Relative Rotation Graph®

The Santa Claus rally has generated interest in relativelyoversold cyclical sectors, while leading to a loss of shortterm momentum behind defensive sectors.
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WTI Crude Oil and Gold
WTI Crude Oil ($75.98/bbl.)

Daily Bar Chart + 50- & 200-day MAs + MACD Indicator

SUPPORT: ~68 | RESISTANCE: ~82

WTI crude oil prices have recovered since the February futures discovered support near their rising 200-day

MA (~$68/bbl.). This week’s breakout above the 50-day MA reflects newly positive short-term momentum,

and there is a corresponding upturn in the weekly stochastics (not shown), supporting near-term upside

follow-through. Next resistance is at the October high (~$82/bbl.) but weakened intermediate-term

momentum suggests a lower high may be established within the context of the long-term uptrend.
Gold ($1810.90/oz.)

Weekly Bar Chart + 40-week MA + Cloud Model + Stochastic Oscillator

SUPPORT: ~1780 | RESISTANCE: ~1914

Gold prices are rising within a long-term consolidation phase, making higher lows on improved short-term
momentum. The recent upswing has resulted in an upturn in the weekly stochastics, suggesting gold may
continue to show strength in the coming weeks. We remain neutral towards gold, however, within the

confines of its trading range. There is minor support near $1780/oz. within the range, which is bound by
important Fibonacci retracement levels near $1685/oz. and $1914/oz.
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Currencies and Treasury Yields
Dollar Index (DXY, 96.2)

Daily Bar Chart + 50 & 200-day MAs + Cloud Model + Stochastic Oscillator

SUPPORT: ~95.1 | RESISTANCE: ~97.7

The Dollar Index has been consolidating within its long-term uptrend, generating short-term oversold

conditions that should allow the uptrend to soon resume. The rising daily cloud shows support near 95.1,

which is unlikely to be tested in the near term given the upturn in the daily stochastics. Intermediate-term
momentum remains positive and has allowed intermediate-term overbought conditions to be absorbed.
We ultimately expect the Dollar Index to extend higher for a test of Fibonacci resistance near 97.7.
10-Year U.S. Treasury Yields (1.48%)

Daily Bar Chart + 200-day MA + Cloud Model + Stochastic Oscillator

SUPPORT: ~1.35% | RESISTANCE: ~1.70%-1.79%

10-year Treasury yields have been tethered to their flattened 200-day MA recently. Short-term overbought
conditions have returned following a successful test of support near 1.35%. This may prevent a move back
above the cloud despite short-term upside momentum. Intermediate-term momentum has neutralized,

which will likely keep 10-year Treasury yields range-bound, for now. The next major resistance on the chart

is above 1.70%, based on previous highs and a long-term Fibonacci retracement level.
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Disclaimers and Disclosures

Fairlead Tactics is a weekly newsletter published by Fairlead Strategies LLC. Information presented herein has
been obtained from sources believed to be reliable, but the accuracy and completeness of summaries,

conclusions, and opinions based on this information are not guaranteed. It should never be assumed that

recommendations will be profitable or will equal the past performance of listed or recommended securities.
For access to our full disclaimers and disclosures, including our policy regarding editor securities holdings, go
to https://www.fairleadstrategies.com/disclaimers-and-disclosures or email info@fairleadstrategies.com.
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