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Market remains short term overboughté 
 
When last we spoke I saidé. Bottom line: ñThe intermediate term outlook for the market has im-
proved with the market making a new intermediate term high and the advance/ decline line making a 
new high. As is often the case however, as the market finally breaks meaningful resistance it is over-
bought. That is the case now, the market is now overbought. While it is not unusual for the market to 
forge higher when overbought, patience should be exercised and purchases should be made only on 
pull backs. Somewhere down the road we will still have Europe to deal with. However the market 
seems unconcerned with Europe at this particular timeò. 
 
Current Market Conditions  
 
Overbought/ oversold oscillators  show stocks at modestly overbought levels. 
 
Our money flow indicator is positive.  
 
Support/ Resistance:  support should be found at the 1230 area (seasonal). Near term resistance is 
broken.  
 
This week: The S&P rose 0.95 points or 0.07% and is intermediate term positive but short term over-
bought. The CRB rose 7.90 points or 2.55% and outperformed the S&P this week for first time in 
many weeks. Gold rose $67.90 or 4.08% and is nearing the point where it should begin outperform-
ing stocks again. The ten year treasury finished the week at1.89% versus 2.02% last week; rates still 
look poised to move higher. The dollar ended the week at 79.39, down again from last weekôs close 
at 80.22. 
 
 Bottom line:  Last weekôs comments will suffice: ñThe intermediate term outlook for the market has 
improved with the market making a new intermediate term high and the advance/ decline line making 
a new high. As is often the case however, as the market finally breaks meaningful resistance it is 
overbought. That is the case now, the market is now overbought. While it is not unusual for the mar-
ket to forge higher when overbought, patience should be exercised and purchases should be made 
only on pull backs. Somewhere down the road we will still have Europe to deal with. However the 
market seems unconcerned with Europe at this particular timeò. 
 
Seasonal Investors: Seasonal investors should be in their full strong-season allocations.  
 

If you need help with your 401(k) allocation I invite you to go to my website or send me an email. The website 

is; www.quantgroupatwsi.com. You can email me at jblake@wundernet.com. 

An Attempt at Plain English  

 

Disclaimer: This information  is provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 

http://www.quantgroupatwsi.com/
mailto:jblake@wundernet.com


Vol. 13 Issue No. 4 January 27th, 2012 

 

 

 

Commodity Report 
 
CRB 

 

Weôve noted lately the CRB is noticeably underperforming stocks. For that reason 
weôve pointed out that when the CRB turns up we would not recommend it as it 
likely would lag the stock market. 

 

Our model is now turning positive but for the above-mentioned reason we do not 
recommend going long the CRB. 

 

For those that ómustô; we recommend stops at 306. 

Disclaimer: This information  is provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 
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GOLD     
 
 

 
 

 

 

Disclaimer: This information  is provided for your consideration only and  should 

 
 
 
 

We recommended Gold several weeks ago on the first sign of strength following its 
sharp decline. Our model had not turned positive at that time, we did so because 
we saw a very attractive risk/ reward opportunity. 
 
Last week we pointed out that our Gold model was close to turning positive. 
 
This week our model did indeed turn positive (although we recommended going 
long Gold four weeks ago at 1564 because of the excellent risk/ reward parame-
ters.). 
 
We continue to recommend stops at 1520 to protect these positions. 
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XAU  

 
 
We recommended the XAU when we recommended Gold several weeks ago. 
While our models had not turned positive at that time we did so because of an at-
tractive risk/ reward opportunity in Gold. 
 
As with Gold, our model for the XAU is only now turning positive. 
 
We continue to recommend stops at 170. 

 

Disclaimer: This information  is provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 
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U S Dollar  

 

 

Disclaimer: This information  is provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 

 
 

 
 
 

 
We have now recommended purchasing the dollar twice (most recently on a breakout 
at 76.50). 
 
Over the last couple of weeks weôve noted that while we saw some resistance in 
81.00 ï 82.00 area although we did not think that the dollar would reverse trend. 
 
The dollar declined again this week and now our dollar model is threatening to turn 
negative. 
 
While we still expect future dollar strength, at the moment the Euro is drawing strength 
from recent ECB actions. 
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Interest Rates  

Disclaimer: This information is provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 

 

 
Our thoughts on interest rates are unchanged. We believe that (barring any surprise 
financial developments) rates have likely seen their lows and are likely to rise over 
the next six to nine months. 
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Disclaimer: These portfolios are provided for your consideration only and  should 

not be considered a recommendation or an offer to buy or sell any security. 

 

Long Term Investors:  (those that prefer to be fully invested all of the time) 
 
Domestic holdings should be focused on Large Cap Growth and Mid Cap Growth with the focus on Growth 
over Value and Mid Cap/ Small Cap over Large Cap. Fixed Income should be invested in general bond 
funds (such as Pimco Total Return Fund). 
 
Recommended Allocation (based on a 60%Equity/ 40% Fixed Income target) 
 
40% General Bond Fund (such as Pimco Total Return) 
35% Large Cap Value 
25% Mid-Cap Value 
 
Seasonal Investors:  (those that prefer to reduce equity holdings in the óseasonally weak periodô of May to 
October). Recommended Allocation (based on a 60%Equity/ 40% Fixed Income target) 
 
40% General Bond Fund (such as Pimco Total Return) 
30% Cash or Stable Value 
15% Large Cap Value 
15% Mid-Cap Value 
 
Jimôs current Recommendation: Our models now favor Value over Growth. Accordingly we recom-
mend switching from Growth to Value in all allocations.  
Recommended Allocation (based on a 60%Equity/ 40% Fixed Income target) 
 
40% General Bond Fund (such as Pimco Total Return) 
25% Large Cap Value 
35% Cash or Stable Value 
 
Well, thatôs it for this week. Call me if you need help with your investing. 
 
Best wishes and good investing, 
 

Jim 
 
Jim Blake 
Director of Technical Analysis, 
Wunderlich Securities Inc. 
Chief Investment Strategist, 
The Quant Group at Wunderlich Securities 
www.qgwsi.com 
713-403-2117 

                        401k Management  
 
Recommend allocations  

http://www.qgwsi.com/

