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Where does the market go now? 
Well a funny thing happened on the way to our correction, it barely happened. When last we wrote we assumed 

that the 17-week cycle would correct and move lower until late February or early March. It did not. It fell from 

mid-January to the first week in February and then reversed. The last time this cycle failed and inverted was in 

May of 2007 almost 3 years ago. At that point the cycle made a high just after the ideal cycle top and fell signifi-

cantly, about 11.5%. If this happens now we expect the market to turn lower over the next week and have at least 

an 8% correction from current levels. 

The rally to new recovery highs also 

calls into question the timing of the 24-

month cycle. It does not call in the 

question whether the cycle is topping 

but whether it has topped. If it has not 

topped it is now likely to be topping. 

The only significant cycle that is bullish 

is the 40-month cycle but that cycle 

does not put in new highs after the 24-

month cycle top until there is a signifi-

cant correction when the 10-year cycle 

is down. The accompanying chart 

shows these three cycles. 

In the shorter term, the 3-week cycle 

will remain bullish for another few ses-

sions and then turn the short-term 

down. Most of our technicals are overbought but have not yet issued a sell signal including the Coppcok curve 

which marks the important changes every 17-market days in stocks 

The other major asset classes have been marking time as well. The US dollar has been topping and gold has been 

in a tight $100 dollar range. All of these assets point to major turns in the next two years with gold at a high, US 

dollar at a low and the stock market at a major low. Until then we expect the stock market to follow the 17- week 

cycle down with rallies every 17 weeks. The next buying opportunity would come in mid-may and the next selling 

opportunity in mid to late July.  

Domestic Equities: We still want only large cap dividend paying stocks, or no stocks at all, or short positions, 

and/or inverse ETFs. When the same sustained weakness comes we wish to be short or in inverse ETFs. Interna-

tional equities We remain neutral on international equities with the exception of the emerging markets. But use 

the 17-week cycle to time entries and exits. Bonds: We are still neutral as yields are not likely to fall or rise sig-

nificantly. Energy: We are short-term neutral to bullish on energy, but we remain in a trading range. Metals: The 

short cycles remain neutral to bullish short term, but we are ready to begin accumulating below $1100 per ounce 

basis gold. Foreign Exchange: The US dollar should be neutral until the summer.  
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