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DISCLAIMER 

The information contained in this report is NOT intended for speculation on any financial market referred to within this 
report. Armstrong Economics, Ltd. makes no such warrantee regarding its opinions or forecasts in reference to the markets 
or economies discussed in this report. Anyone seeking consultation on economic future trends in a personal nature must 
do so under written contract. 

This is neither a solicitation nor an offer to Buy or Sell any cash or derivative (such as futures, options, swaps, etc.) financial 
instrument on any of the described underlying markets. No representation is being made that any financial result will or 
is likely to achieve profits or losses similar to those discussed. The past performance of any trading system or methodology 
discussed here is not necessarily indicative of future results. 

Futures, Options, and Currencies trading all have large potential rewards, but also large potential risk. You must be aware 
of the risks and be willing to accept them in order to invest in these complex markets. Don’t trade with money you can’t 
afford to lose and NEVER trade anything blindly. You must strive to understand the markets and to act upon your 
conviction when well researched.  

Indeed, events can materialize rapidly and thus past performance of any trading system or methodology is not 
necessarily indicative of future results particularly when you understand we are going through an economic evolution 
process and that includes the rise and fall of various governments globally on an economic basis. 

CFTC Rule 4.41 – Any simulated or hypothetical performance results have certain inherent limitations. While prices may 
appear within a given trading range, there is no guarantee that there will be enough liquidity (volume) to ensure that 
such trades could be actually executed. Hypothetical results thus can differ greatly from actual performance records, 
and do not represent actual trading since such trades have not actually been executed, these results may have under- 
or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity. Simulated or hypothetical 
trading programs in general are also subject to the fact that they are designed with the benefit of hindsight and back 
testing. Such representations in theory could be altered by Acts of God or Sovereign Debt Defaults. 

 It should not be assumed that the methods, techniques, or indicators presented in this publication will be profitable or 
that they will not result in losses since this cannot be a full representation of all considerations and the evolution of 
economic and market development. Past results of any individual or trading strategy published are not indicative of 
future returns since all things cannot be considered for discussion purposes. In addition, the indicators, strategies, columns, 
articles and discussions (collectively, the “Information”) are provided for informational and educational purposes only 
and should not be construed as investment advice or a solicitation for money to manage since money management is 
not conducted. Therefore, by no means is this publication to be construed as a solicitation of any order to buy or sell. 
Accordingly, you should not rely solely on the Information in making any investment. Rather, you should use the 
Information only as a starting point for doing additional independent research in order to allow you to form your own 
opinion regarding investments. You should always check with your licensed financial advisor and tax advisor to determine 
the suitability of any such investment. 

Copyright 2017 Armstrong Economics, Ltd. and Martin A. Armstrong All Rights Reserved. Protected by copyright laws of 
the United States and international treaties. 

This report may NOT be forwarded to any other party and remains the exclusive property of Armstrong Economics, Ltd. 
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The Year-End Report for 2018/2019 
 

By Martin Armstrong 

s we move into the closing of 2018, there are a number of trends that 
are emerging as we come to a conclusion for the notorious year of 
consolidation. Normally, the US share market would crash after an 8-

year rally. Yet the dynamics behind the markets has been one of general 
confusion as the many try to figure out are we going or coming. The vast number 
of analysts are still yelling the market will crash and burn any second now. Of 
course, they have been calling for that even since 2009 making this not merely 
the rally everyone missed, but the most hated bull market in history. 

Yet there is something much more going on behind the curtain than meets the 
eye. The world economy is turning down into 2020 and the presents a real crisis. 
The Quantitative Easing in Europe has 
completely failed in stimulating any 
economic growth and instead it has 
simply kept governments of life-
support. This is what Janet Yellen was 
yelling about that the next downturn 
would mean the central banks could 
no longer lower rates to stimulate the 
economy. The old Keynesian Theories 
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would no longer work. Her worst fears are coming true. 

 

There is little question that Mario Draghi has so profoundly created the next major 
financial crisis and it may be poetic justice that the bubble bursts before he can 
escape responsibility out the door in October 21st, 2019. Draghi has undermined 
the entire world pension system and inspired many to search for yield elsewhere. 
Pension funds ran into emerging markets, farmland, and into equities. Spanish 
banks ran to Turkey to buy high yielding bonds expecting they could not default 
since the IMF would never let that happen. 

The Japanese banks rushed to buy one-third of the new loans that were based 
on the very same scheme as the Mortgage Backed securities of the 2007 bubble. 
This time instead of mortgages, the New York Bankers were using highly indebted 
U.S. companies issuing debt and bundling them into CLOs - Collateralized Loan 
Obligations. This market has now exceeded $1 trillion is depth. It has been the 
years of low yields under Quantitative Easing that has driven investors into high 
risk investments from 3rd World to 3rd Rate leveraged loans which merely 
extended credit to companies with the weakest balance sheets. The bankers 
used the same pitch as they did with the mortgages but with a twist – these 
were better situated as a hedge against the prospect of rising interest rates. 
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We are beginning to see the same stress fractures in the CLO market as we did 
in the mortgages. Wells Fargo withdrew $2.53 billion out of the CLO market and 
Barclays Plc withdrew a $415 million deal from the market.  

It has been the Japanese banks who have been buying the top-rated AAA 
pieces of CLOs because they have higher yields. This has provided higher yields 
compared to sovereign debt. There has been a huge shift into this market 
because in part the ECB has been buying the sovereign debt in Europe at 
ridiculously lower rates. Even the Bank of Japan proudly boast it had bought 97% 
of a government auction of debt. The Bank of Japan’s balance sheet has 
become the worst in history of any central bank crossing into uncharted 
economic territory.  

 

The balance sheet of the Bank of Japan’s holdings of government debt is now 
larger than the country’s annual economic output. It reached a staggering 553.6 
trillion yen ($4.9 trillion) in November 2018. If we compared this unbelievable 
number with the nominal GDP (Gross Domestic Product) of 552.8 trillion yen at 
the end of June, we can see that the Bank of Japan hold more debt that the 
entire GDP of the nation. The total GDP of the United States was $20.66 trillion 
(Q3 2018) with the Fed’s actual holdings of government debt stands at only 
$2.240 trillion of 10% of GDP. We can see that as far as the QE program, the 
Federal Reserve is by far the lowest holder of government debt from the entire 
QE experiment. With the ECB at about 20% and the BOJ over 100%, exactly where 
the crisis will form is outside the USA not within. 
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Meanwhile, Draghi inspired the long positions in the German bund and short 
Southern Europe on a bet that the Euro would crack, and they would end up 
with Deutschemarks. 

Falling yields on German government debt some argue is the sign of a classic 
“risk-off” mentality illustrating that fear is growing over the fate of the economy 
and investors are running to quality. The crisis in Europe is just everywhere you 
look from French revolutions, BREXIT, Italy, to Merkel losing the head of the CDU. 

The Quantity Theory of Money (QTM) that an increase in supply should result in a 
decrease in its purchasing power (inflation) is being seriously questioned behind 
the curtain. The simplistic idea is starting to be exposed as an ancient myth. 
Despite the fact that 10 years of Quantitative Easing by Draghi has failed to 
produce inflation in Europe, there is just no other theory available for central 
banks to manage the economy.  

The QTM has ruled everything from the goldbugs and hyperinflation that never 
materialized to central bankers desperately trying to stimulate the economy. Up 
to now, all we have seen is countless forecasts become completely bogus up 
there with Al Core who said in 2008 that there would be no ice in the Artic within 
5 years. 
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The Fate of the Euro 
 

 

he Euro rallied against the dollar from January 2017 low at 10341 into 
February 2018 for 13 months reaching 12555. Since then the Euro elected 
TWO Monthly Bearish Reversals with the last being in the 11550 area. We 

have a large gap on the Monthly level with the next Monthly Bearish coming in 
at the 108-109 area. We also did elect TWO Quarterly Bearish Reversals the last 
being 12095 from the last high and THREE from the 2008 major high. Here the 
next Quarterly Bearish lies well below the market also in the 105 zone. 

Turning to the Yearly Model, here we do have a Yearly Bearish Reversal at 11642 
when we are trading at the time of this writing between the 113 and 114 level. 
We do have a Directional Change due in 2019 and it appears that electing that 
Yearly Bearish Reversal at 11642 and penetrating the 2018 low of 11217 implies 
we should be looking at a further decline into 2020/2021. We could see 2020 
produced the lowest annual closing with 2021 producing the low intraday. 
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The Manor Yearly Bearish Reversal lies at 10366. This is not going to be elected 
this year. Nevertheless, the Euro has been under tremendous pressure since the 
rebound into the first quarter of 2018. The Quarterly Bearish Reversal lies at 10569 
and that also does not appear within striking distance for a year-end closing. 

We do have minor system resistance also at 11695 for the year-end closing. It 
will take a final settlement above that number to buy the Euro more time. A 
failure to close ABOVE 11695 will only warn that the Euro remains weak. Of 
course, a closing beneath 11642 for 2018 will signal a further decline ahead. 

We do have a Monthly Bullish at 11792 and it will take a year-end closing above 
that to be impressive near-term. The major critical area for resistance remains in 
the 120-121 zone. We do have a Minor Monthly Bearish at the 10950 level. We 
do see January as a key target in time followed by an ideal opposite trend into 
March/April 2019. 
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The British Pound 

 

he British Pound has been in tremendous chaos as Prime Minister Theresa 
May has really been completely ineffective in negotiating BREXIT. The 
British politicians are generally clueless, with perhaps the exception of 

Nigel Farage, with respect to trade. They assume that they need to be part of 
the EU for trade yet if they dared to actually look at the hard data, they would 
actually see that trade is a very small part of the economy and in fact Europe 
would be the worse without the British. The German car manufacturers have 
been screaming because Britain is their number one market within Europe. Just 
looking at the GDP growth, Britain has been 
declining ever since it joined the EU in 1973.  

While 2017 was an inside trading year, 2018 
did manage to exceed the 2017 high 
intraday yet it still could not exceed the high 
of 2016. This has confirmed the reactionary 
phase since the 2016 low which ideally points 
to a 3-year reaction into 2019.  
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The Major Yearly Bearish Reversal rests at 10520. The pound has been in a rather 
steady decline since the July 2014 high at 17191. The low created in 2016 
remains in place at 11841. Ideally, that should have been followed by a 3-year 
reaction into a 2019 high above the April 2018 high of 14377.  

We have a Monthly Bearish Reversal at 12110 and we are trading as of 
December 6th at 12785. We also have a Minor Monthly Bearish at 12588 and a 
close below that for December will signal weakness into 2019. The Quarterly 
Bearish Reversal lies at 12350 while the Quarterly Bullish Reversal stands at 14820. 

The Yearly Bullish Reversal in the 
Euro/Sterling stands at 91480 which 
would signal the Euro will rally against 
the pound. We were trading on 
December 7th at 89520. The Monthly 
Bearish for the Euro/Sterling lies at 84938 
with a Minor Monthly Bearish at 87425. 
The Quarterly Bearish Reversal lies at 
81585. The Euro did elect a Yearly Bullish 
Reversal in 2016. The 2017 close was 
88830 which we are trading above right 
now but ’17 and ’18 have been inside trading years. A higher close for ’18 will 
suggest a 3-year reaction is finished.    
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The Canadian Dollar 
 

 

he Canadian Dollar has a Major Yearly Bearish Reversal at 71350 
and a Minor Yearly Bullish at 88280. We are currently trading at the 
end of the first week of December at 74675. So far, 2018 has been 
an inside trading year with the 2017 closing of 79990 offering 
important technical reference. A lower closing will clearly signal 

weakness ahead. Ideally, here too we should have seen a 3-year reaction from 
the 2016 low pointing to a high against the dollar in 2019 with a Directional 
Change due in 2020. Of course, given the chaotic US political situation coming 
in 2020, a cycle inversion remains a possibility meaning a low in 2019 would then 
be followed by a rally coming thereafter on the back of commodities. 

We have elected two Monthly Bearish Reversals from the September 2017 high 
at 82910. The incredibly important Monthly Bearish lies at 73050 and a year-end 
closing below that level would certainly imply a low in 2019 perhaps as the world 

T 



 

15 
 

economy begins to prepare for a commodity rally into the peak of the next 
Economic Confidence model (ECM).  

Our Quarterly Bearish Reversal that will be important for Year-End 2018 closing 
rests at 75650 followed by another at 73600. Obviously, we are currently trading 
below the 75650 Reversal warning that we may indeed see a low forming in 
2019. Penetrating the 2016 low at 68090 during 2019 will strongly indicate that 
we should indeed see a commodity rally into the next ECM wave. 

We need a year-end closing ABOVE 82910 to suggest that 2019 will produce a 
high rather than a low. 
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The Australian Dollar 
 

 

he Australian political system is changing. The conservatives are in 
trouble and lost heavily to Labour in Victoria. This is a warning sign that 
the conservatives, who have turned Australia into a major tax hunt are 

going to lose ground and the economy is in trouble from excessive tax hunting. 
The prospects of reform are zero to none, so we still must witness economic hard 
times ahead. 

The A$ cash finished the first week of December closing at 13890 with the futures 
closing at 7222. We still see the Directional Charge targets arrive in 2020 with a 
turning point at that time. The question remains that so many people keep calling 
for a collapse in the US dollar now over the next two years which would mean 
that the commodity rally must come forward and peak by 2020. So far there is 
still no indication of that pattern unfolding. Thus, a strong dollar into 2020 would 
then enter a crash dive which would enable a commodity rally thereafter. 
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The Yearly Bullish Reversal in the A$ Futures stands at 8335 and the Yearly Bearish 
Reversal lies at 7005. Therefore, on the futures, the A$ fell to 7024 on October 
26th, 2018. Obviously, penetrating the October low will bring the Yearly Bearish 
Reversal into play. We have a Minor Quarterly Bearish Reversal at 7140 so even 
this will be important if elected at the end of the year. The Minor Monthly Bearish 
Reversal lies at 7002. 

The October high for the Greenback against the A$ in cash was 14242. The 
Yearly Bullish Reversal for the Greenback stands at 14252, just above the October 
high. The Minor Yearly Bearish Reversal lies at 9430. 

Turning to the Quarterly Bearish Reversal for the Greenback, we see this residing 
at 11305. The Quarterly Bullish Reversal for the Greenback stands at 13994. 
Therefore, we are closer to the buy signal for the Greenback compared to the 
sell signal. 

The Monthly Bearish Reversal for the Greenback lies at 13362 on cash while the 
Monthly Bullish Reversal stands at 14252. 

The 2017 Year-end closing for the Greenback against the A$ in cash was 12817. 
A closing above that number will be a broader term bullish indication technically. 
It still would not rule out a 2019 low being a two-year reaction with a rally 
thereafter for the Greenback into 2020/2021. 

 

 

  



 

18 
 

The Swiss Franc 
 

 

he Swiss Franc rose against the dollar beginning with World War I 
when the dollar made its high in 1916. Since then, there was a 97-
year decline for the greenback on a closing basis and intraday the 
dollar low took place in 2013 – a 95-year decline. The ideal low was 
an 11-unit cycle decline of 8.6 years bring it to a 94.6-year decline 

which was on point. What is interesting is that Switzerland has been gradually 
changing its neutrality position. In 2002, Switzerland joined the United Nations. The 
low in the dollar against the Swiss Franc in 2013 coincided with Switzerland 
surrendering it bank secrecy to the pressure of the United States seeking 
Americans avoiding taxes with Swiss accounts. Lower house of the Swiss 
Parliament refused to debate bill to allow banks to pass client information to US 
tax authorities in pursuit of American tax evaders in June 2013. US had 
threatened to deny Swiss banks access to dollar markets unless the country 
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complied. Therefore, Germany followed suit. Then in May 2015, Switzerland 
caved in entirely and sealed its own demise. Everything that made Switzerland 
the place to be, from religion to economic freedom, was lost thanks to 
bureaucrats. 

Switzerland began as a tax revolt; William Tell would be 
rolling over in his grave if he knew what this country had 
surrendered. The origins of Switzerland began as a tax revolt 
against the Hapsburg Empire whose tax collectors made 
William Tell shoot an apple off the head of his son.  
Switzerland was a refuge for the French fleeing the 
revolution and the guillotine. They were the refuge for those 
who were religiously being discriminated against. The long 
historical birth if Switzerland and what it stood for has been 

abandoned. Switzerland has also imposed a worldwide asset tax which is less 
than 1%, but it requires giving up personal information which they then will share 
with all other nations hunting money. If William Tell were alive today, he would 
be leading an army in revolution against the current government. 

Swiss bank secrecy began as a way to protect Germans after Hitler made it 
illegal for the German people to have any money outside of Germany, just as 
the USA is doing with FATCA indirectly. Not even Hitler violated the sovereignty 
of Switzerland where those in government today are far more ruthless and 
threaten other nations with ultimatums. This is all about their greed for taxes. 

The European Union and Switzerland have now signed a major accord that will 
end banking secrecy for EU residents, preventing them from hiding undeclared 
income in Swiss banks. All the Swiss have 
been left with is chocolate and watches. 
They fail to grasp that what made the 
country great was its respect for freedom 
against Hitler. The Swiss bureaucrats have 
committed treason against their own 
people. We now have all Western nations 
following the policies of Adolf Hitler declared 
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making it illegal for citizens to have their money outside the country for the very 
same reasons – taxes and greed.  

Switzerland has betrayed everything that the country once stood for. There is no 
reason for anyone to bother having an account in Switzerland and these 
bureaucrats cannot figure that is the net effect.  

The Yearly Bullish Reversal for the dollar against the Swiss stands at 12297. The 
dollar rallied into 2016 reach 10344. Here too we saw that 2017 declined 
penetrating the 2016 low signaling a reaction was underway. As of the end of 
the first week of December, the Swiss was trading at the 9930 level. 
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Interest Rates & The Federal Reserve 

 

here has been considerable lobbying against the Fed to stop raising 
interest rates. The ECB cannot raise rates in the face of a banking crisis 
without fear of pushing Europe off the edge. Our Yearly Bullish Reversal 

in the Federal Reserve interest rate stands at 2.25% followed by a Double Yearly 
Bullish Reversal at 5.25%. We have the Downtrend Line standing at 2.53% for the 
closing of 2018. It is current trading at 2.75%. A closing above 2.25% will confirm 
a change in long-term trend. A closing for 2018 above 2.53% will signal that even 
technically the trend is reversing upward. During 2019, there would be some 
room for the Fed to try to lower rates to help the rest of the world, but that may 
be limited to a retest only of the 2.25% Reversal.  

Therefore, 2019 could be a reaction low to try to help Europe, but thereafter, we 
are looking at a significant rally into 2021. 

 

 

T 
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Global Cooling & Food Prices 
 

 

t should come as no surprise that the very same news source that the Global 
Warming crowd has used for their Global Warming pitch has reported the 
greatest global two-year cooling event of the last century just occurred. 

Their data from February 2016 to February 2018 showed that the global average 
temperatures declined 0.56°C. The last two-year decline was 1982-1984 with a 
drop of 0.47°C, which took place during their favorite stint to justify global 
warming era. (see NASA Goddard Institute for Space Studies (dataset accessed 
2018-04-11 at https://data.giss.nasa.gov/gistemp/). 

We still see the greatest danger of shorter summers and colder winters ahead. 
When it turns really cold, the ground itself freezes. During the Year Without a 
Summer (1816), the ground had frozen up to two feet down from the surface. 
That makes planting crops impossible. 

I 

https://data.giss.nasa.gov/gistemp/
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The Outlook for Wheat 

 

The low in Wheat remains that of 2016 which was 8 years down from the last 
major high. We have a Yearly Bullish Reversal standing at 8000 but we are 
currently trading at the 5154 level. The July 2018 high was 5930. We have a 
Monthly Bearish Reversal at 4455 so Wheat appears to be closing neutral for 
2018. The strongest turning points are coming into play during January and 
March. 

When we look ahead into 2019, resistance will form at 5990 to 6180 level with 
support at 4600 and 3700 area. We see 2019 as a Directional Change and a 
major turning point is due in 2020. If we get a dollar rally into 2020/2021, it is 
entirely possible that the low will form during 2020. 
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The Gold & Silver Going into Year-End 

 

he gold market still invokes hate mail with every minor bounce. This 
demonstrates that it is more likely not over until the Fat Lady Sings, as 
they say about Opera, and she is still silent so far. When we look at gold 

from a technical perspective, we can see that the 
low of 2015 which took place during December that 
year just after the 2015.75 turning point, has been 
interestingly unable to elect that Monthly Bullish 
Reversal at 1362.40 for the past three years. The 2017 
closing came in at 1309.30 and a lower closing this 
year will imply that we have only seen a 2-year 
reaction with the highest closing being 2017. 

Nevertheless, 2018 has been an inside trading year and then looking at the chart 
above shows that the broader uptrend channel from 1970 has been holding 
after it was penetrated in 2015 and closed inside it at year-end. That was a 
technical warning sign of weakness and consolidation. The Goldbugs who just 
hate me are blind to reality. They just do not understand that everything is 

T 



 

25 
 

connected and prefer to throw hate-speech at me and blame everyone under 
the sun for their own losses that simply open their eyes and look at the whole 
collective. 

 

Silver has been even weaker than gold. Where gold has been an inside trading 
session within the high and low of 2017, silver has pressed lower breaking the 
2017 low of 1434 falling to the 1386 level. Despite all the yelling and screaming 
over gold, silver has been quietly declining. Here the Yearly Bearish Reversal 
remains at $8.40 and that would be our maximum target for any continued 
decline. 

The critical support during 2019 will begin at the 1415 level followed by 1370. 
Breaking these levels will signal a serious crack has been accomplished. The 
Monthly Bullish stands up at 1558 so that is a significant distance. A year-end 
closing BELOW 1465 will provide a broader sell signal that could take the market 
down into 2020. It still appears that silver is not yet ready for prime time. 
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The Crude Oil Market 

 

hat is extremely interesting is that the United States has actually 
exported more oil than it imported. At the end of November, adding 
in all imports and exports of crude and refined products, the U.S. 

exported a net 211,000 barrels per day for the first time. That has never 
happened before according to U.S. Energy Department figures dating to 1973. 
That was on the back of a jump in crude exports to a weekly record of more 
than 3.2 million bpd going into the end of November. 

While OPEC is desperately on the ropes once again, Crude closed at 50.93 at 
the end of November. The Environmentalists have effectively destroyed the 
Canadian energy market. Kids going into engineering for a career have given 
up on energy taking classes in anything but that field. Meanwhile, universities in 
Canada teaching engineering have seen a collapse in those even interested in 
obtaining a degree in energy. They are really creating a crisis for the younger 
generations on the other side of 2020. 

During October, Crude reach 7690 in the Texas market. We already elected two 
Monthly Bearish Reversals and the next lies at 45.57. We have a Minor Yearly 
Bearish Reversal at 41.25 and a closing below $85 keeps crude in a broader 
bearish position. The Quarterly Bearish lies at $43.50. 
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Obviously, the price of Western 
Canadian Select (WCS) crude 
dropped more than US$55 per barrel 
BELOW North American benchmark 
of West Texas Crude. The widening 
discount is evidencing how the 
environmentalists seriously disrupted 
the Canada economy. They are 
causing taxes to rise as social 
programs continue on an unsound 
footing while they are undermining 
the economy in Alberta.  

The Federal Court of Appeal ruled in 
August that the National Energy Board (NEB) review of the Trans Mountain 
pipeline expansion was too flawed for the federal government to base its 
decision on. The prevention of pipeline construction means that the oil has to be 
taken out by an inefficient method driving the costs sky-high. 

The prices being paid for Western Canadian oilsands bitumen have fallen so far 
that many producers are losing money on every barrel sold into the spot market. 
This has brought a smile to the environmentalists who want to stop all oil 
production for Global Warming concerns. Of course, they have no concept of 
what they will do to the Canadian economy long-term. 

The Western Canada Select price is for a blend of heavy, sticky bitumen and 
light oil needed to dilute it so it can flow in a pipeline. The price of WCS fell under 
$20 per barrel. They insist that everyone has to pay a Global Warming Tax in 
Canada and then they want to shut down the use of any oil whatsoever.  

Our timing models indicate that 2019 presents a Directional Change with the 
next turning point being 2020/21 with a key target thereafter in 2022 point to a 
turning point in 2022 followed by 2025. 
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Natural Gas 

 

he big news in Natural Gas is that Qatar is leaving OPEC since they are 
the major producer of Natural Gas rather than crude oil. The political 
tension between Qatar and its neighbors remains unresolved. Natural 

Gas rallied sharply into November reaching 4929 on the 14th. This represents so 
far, a two-year reaction from the 2016 low formed at 1611. 

We do have a Yearly Bullish Reversal at the 4545 area and another at 6109. By 
the first week of December, the market fell below the 44 level in an effort to 
avoid the buy signal just yet. We do have a Yearly Bearish Reversal which has 
been generated from this immediate price action at 3050. A monthly closing 
below 2870 will warn of a retest of support becomes possible. A monthly close 
under the 2665 level will signal a sharp decline becomes possible. 

We see 2019 as a high volatility year with the next turning point being 
2020/2021. Thereafter, it looks like a low at that point in time will be followed by 
a sharp rally into 2023.  
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The US Share Market 

The Dow Jones Industrials 

 

he US share market is still trying to figure which way to move next. As I 
have stated number times, ideally after 8 years up into 2018, there 
should be a correction. The formation of the high in 2018 was not 

indicative of a bubble top since the NASDAQ peaked in August, the S&P500 in 
September, and the Dow Jones Industrial Index in October. No major bubble 
high has ever formed with such a disparity. 

The bulk of the forecasts still keep calling for a major crash. The also call for a 
crash in the dollar.. These forecasts tend to be extremely myopic focused 
exclusively on the United States to the exclusion of the entire world. For the dollar 
to crash implies everywhere else must look better than the USA. European stock 
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markets have already penetrated their 
respective 2017 low so we have a 
significant difference here. 

The interesting timing target seem to be 
January and March. While the 
Democrats are going to do their best to 
really hurt the country and the economy 
just to win the Presidential election in 
2020, our greatest concern is that this 
effort will seriously undermine the 
confidence in government as a whole. 
The nonsense of paying money to the 
two women for silence is really a highly 

questionable violation of the campaign limitations. They also charged Cohen 
with tax evasion and no doubt offered less time if he pled to try to implicate 
Trump. Under this theory there are countless politicians with the same skeletons 
in the closet. 

The 2017 closing was 24719.22 and the 2017 high was 24876.07. A lower closing 
for 2018 will warn that the market is entering 2019 weak. We do have a Monthly 
Bearish Reversal at 23344 followed by 21600. The Quarterly Bearish Reversal lies 
at 22416 followed by 20378. While there remains a risk of a retest of support 
going into January 2019, the scope of this decline will hinge on the Monthly and 
Quarterly Bearish Reversals. If these Reversals hold, then they may become the 
target for support in 2019. Yearly support in 2019 seems to be lining up at 22600.  
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S&P500 

 

 

 

The S&P500 cash peaked during September rather than October as was the 
case in the Dow. The 2017 high was 269497 and the closing for the first week of 
December was 263308. The Quarterly Bearish Reversal on the cash remains at 
240760. We need a closing below that at year-end to signal a sharp correction 
is possible whereas a closing above 269500 will be a broader indication that the 
longer term is still holding.   

The Monthly Bearish Reversals lie at 268230 and 259460. Electing the first will imply 
a further marginal decline into early 2019 whereas which need a closing below 
both to imply a test of the 240400-24525 level.  
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NASDAQ 

 

 

 

The 2017 high in the NASDAQ Composite was 700389 and the closing was 
690339. The closing for the first week of December 2018 came in at 696925, 
which was still above the 2017 close.  

The Quarterly Bearish Reversal lies at 648410 whereas back in 2000, the Quarter 
Bearish Reversal had been elected by the year-end of 2000. 

The Monthly Bearish Reversal lies at 699110 so this is a key number to watch for 
the closing of 2018. If elected, we should see a decline further into January. 
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Canada TSE 

 

 

 

The closing for the TSE at the end of the first week of December was 147951. The 
2017 high was 162322 and the closing was 162091. The high in 2018 was formed 
in July during the week of the 9th.  

The Quarterly Bearish Reversals lies at 150780 and 149150. A close below the first 
will imply we should retest support into the first half of 2019. We need a year-end 
closing ABOVE 157930 to suggest that the market will hold as we can see an 
early breakout to the upside. 

The Monthly Bearish Reversal lies at 149910 and once again, a closing below 
that opens the door to a correct perhaps back to retest the 135300 zone.  
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MEXICO 

 

 

The Mexican share index closed at 4187013 for the first week of December 2018. 
During 2017, the intraday high was 5177237 and that year closed at 4935442. 
Nonetheless, the market failed to exceed the 2017 high and it did penetrate the 
2017 low. The political uncertainty in Mexico played a key role in forging a 2017 
high. 

The Quarterly Bearish Reversal lies at 4510487 and the low for 2018 has been 
4442936. The Quarterly Bullish Reversal stands at 5112130 and this is the number 
that if elected on this level will signal a breakout is in order. 

The Monthly Bearish Reversal lies at 3925650. Only a year-end closing below that 
level will signal a continue decline ahead. Weekly closing resistance stands at 
5008100 so this is the near-term resistance ahead.  
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BRAZIL 

 

The Brazilian share market finally exceeded the 2008 high only during 2017. The 
closing on December 7th was 88115 and that week made the new record high. 
The 2017 high intraday stood at 78024 and the closing was 76402. This is clearly 
a reflection of a hedge again the currency. When confidence declines in 
government, capital shift to private assets. This is clearly the net outcome of the 
political crisis with respect to the political corruption. Brazil's attorney general 
opened an inquiry looking into further allegations that former President Luiz 
Inacio Lula da Silva received donations for helping a Brazilian company. Luiz is 
already in prison serving a 12-year sentence for corruption. 

The Quarterly Bearish Reversal is well below the market at 59370 and the 
Quarterly Bullish stands at 87180. The Monthly Bearish Reversals lie at 71350 We 
still see a Directional Change coming into play in 2019 and the next turning point 
being 2020. The Weekly Bearish Reversal rests at 82780 and a close below that 
will raise the possibility of a correction into 2019. The November closing was 89504 
and a lower closing for Year-end will also warn that we may have a temporary 
high in place. 
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DAX 

 

The DAX has been rising as the internal capital flows within Europe have shifted 
toward Germany as a hedge against the political uncertainty about the 
survivability against Euro itself. Nonetheless, the risk of a hard BREXIT would really 
impact Germany on top of the problems with Deutsche Bank. Hence, the DAX 
has been declining and the closing on December 7th for the first week of 
December came in at 1078809. The 2017 high was 1352556 and the low was 
1141482. During 2018, the Dax made its record high in January and then it 
penetrated the 2017 low making it an outside reversal to the downside which is 
technically very bearish. The 2017 closing was 1291764. 

We have elected the first two Monthly Bearish Reversals leaving 1060740 as our 
next in line. The Quarterly Bearish Reversal lies at 1141480 which we are trading 
below. Electing this will also warn that the DAX is pointing down into 2019 with a 
target in the 930000 level is also the Monthly Bearish is elected. The Yearly Bearish 
lies at 835495.  
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FTSE 

 

The FTSE finally exceeded its 1999 high in 2016. What we have witnessed is the 
new highs we were forecasting back in 2015. The breakout in 2016 and rally into 
2018 has come in the face of the propaganda spread about the viability of 
Britain without the EU. However, it has been the DAX which did an outside 
reversal to the downside in 2018 not the FTSE. 

The closing on December 7th in the FTSE was 67781. The market peaked during 
May 2018 at 79035. We did elect TWO Monthly Bearish Reversals leaving us 68668 
and 57886 to focus on. The Quarterly Bearish Reversal lies at 66765 so this is the 
important area of support under the market. A closing below this level for year-
end will signal that we should anticipate a continued decline into 2019. The first 
Yearly Bearish Reversal lies at the 57680 level so only a closing below that would 
signal a bear market trend. 

We had back to back Directional Changes on the yearly level for 2018 and 2019 
suggesting that we are still only dealing with a near-term correction.  
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CAC40 

 

The French market has been unable to exceed its 1999 high due to France being 
the highest taxed nation in the Industrialized World with the most militant unions 
on earth. 

The CAC40 closed on December 7th at 481313 after the market peaked during 
May 2018 at 565744 exceeding the high made in 2017. However, the Yearly 
Bullish Reversal remains unchanged at 599920. The Yearly Bearish Reversal lies at 
380490.  

On the Quarterly level, we do have a Bearish Reversal at 498040 which we are 
trading below. If this is elected, we should see some further decline into early 
2019. We have elected ONE Monthly Bearish Reversal and here too we have 
residing at 499505 which we are also trading below. If this is elected, then a 
retest of the 449000-level become possible in 2019.  
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Sweden 

 

 

The major high in the Swedish OMX 30 remains that of April 2015. Nonetheless, 
the market has consolidated, and NO Monthly Bearish Reversals have been 
elected since then. The first Monthly Bearish lies at 132098 and the closing on 
December 7th came in at 145403. This market will breakout to the upside once 
it gets through the technical resistance standing at the 1740-1750 area. 

The major turning points are still 2020 and 2023. So far 2018 has produced a 
consolidation with an inside trading range with respect to 2017. We do see the 
155500 level as a pivot point in 2019 so a closing below this will make it the first 
level of resistance. A closing BELOW the 2017 low of 149874 will signal that 
technically this market should retest support into early 2019.  
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Japan NIKKEI 

 

The Japanese NIKKEI 225 closed December 7th at 2167868. The market did 
exceed the 2017 high reaching 2444807 with the Dow in October 2018. The 
Monthly Bearish Reversal lies at 2095010 and a closing beneath this will signal it 
should move lower to retest support. Major support will begin at the 19100 level. 

The Quarterly Bearish Reversal lies at the 20345 level so a closing below this for 
2018 will signal that a sharp decline into early 2019 would follow. The major low 
remains that formed during 2008 at 699490. We have elected the first THREE 
Yearly Bullish Reversals and the next one remains at 23902. An annual closing 
above this level will signal that the NIKKEI may indeed move to new highs, but 
keep in mind this will be a philosophical shift in attitude meaning that the people 
will finally lose full faith and confidence in the Japanese government. Indeed, 
this is a crisis waiting to explode. The Bank of Japan has a balance sheet 
whereby its holdings are now greater than the annual GDP of the nation. Even 
the Fed’s balance sheet everyone was screaming about at $4 trillion was only 
about 20% of the annual GDP. The Bank of Japan is trapped big time, and this is 
clearly a crisis waiting to erupt.  
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SHANGHAI 

 

The Shanghai market high remains that of 2007. Despite all the economic news 
and the growth of the economy, the share market has NOT been able to exceed 
the 2007 high. No Yearly Bearish Reversals have been elected and we do not 
see that as even a remote possibility. 

The Minor Yearly Bearish Reversal lies at 2541500 and this index closed at 2605888 
on December 7th after falling to test that key level reaching a low on October 
19th, 2018 at 2449197. We have elected ONE Monthly Bearish Reversal at 3049100 
so the next Reversal identifies the support at 2217500. We do have a Minor 
Quarterly Bearish Reversal at 2610950 and a close beneath tis level at the end 
of 2018 will also warn of a retest of support into 2019. However, 2019 is a 
Directional Change and a turning point with volatility rising from 2020 onward. 
Therefore, a low in 2019 is not out of the question.  
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SINGAPORE 

 

The share market in Singapore remains with the major high established back in 
2007 at 390616. The Yearly Bullish Reversal remains standing at 347500. During 
2018, the market managed to exceed the 2017 high reaching 364165 during 
May 2018.  

On December 7th, the market closed at 311112. Since the May 2018 high, we 
have elected TWO Monthly Bearish Reversals leaving us watching 285790. We 
also have a Quarterly Bearish Reversal at 286960.  

We do see a Directional Change here in 2018 and a turning point in 2019 with 
another Directional Change due in 2020. Volatility should also rise during 2019. A 
lower closing compared to that of 2017 which was 340292, will also imply that 
we should retest support in early 2019.  
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AUSTRALIA 

 

The Australian All Ords closed on December 7th at 57579. The market made its 
high during 2018 during August when it peaked at 64813. We have subsequently 
elected TWO Monthly Bearish Reversals leaving us watching 57055. 

Of course, the major high remains that which was established back in 2007 at 
68732. A lower closing that 2017, which was 61673, will also imply that we should 
expect a retest of support into 2019. 

We have a Quarterly Bearish Reversal at 57175 which comes into play for the 
closing of 2018. If we elect that Reversal, then expect the first level of resistance 
will for in the 57500 zone. 

We have a Directional Change here in 2018 and another coming in 2019 with 
a turning point. Therefore, the potential for a 2019 low remains very reasonable.  
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NEW ZEALAND 

 

 

The New Zealand share market has been one of the worst performing markets 
in the world. It finally exceeded the 1987 high only during 2017. The peak in this 
index came during August 2018 when the market reached 421781. We have 
NOT YET elected any Monthly Bearish Reversals with the first one resting at 
373320. The market closed on December 7th at 388844. 

The market is still trading above the 2017 high of 386005. The next turning point 
is 2019 with high volatility building into 2020. The Quarterly Bearish lies at 355000. 
A closing below that level would confirm a 2019 low perhaps as a knee-jerk 
reaction (one year).  

The technical resistance stands in the 296054 zone and it will take a monthly 
closing above that area in 2019 to signal a turn to the upside is unfolding.  
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INDIA 

 

The India share market has boomed ever since it took out the double top back 
in 2014. Here too the market peaked in August 2018 reaching 3898965. We have 
NOT YET elected any Monthly Bearish Reversals. The Monthly Bearish Reversal to 
watch resides at 3256500 whereas a closing below that will signal a correction 
to retest the 2900000-3000000 area. 

The Quarterly Bearish Reversal resides at 3101700. The closing as of December 
7th came in at 3567325 so we are still trading above both the Monthly and 
Quarterly Bearish Reversals.  

We do see a rise in volatility in 2019 and a Directional Change which is back-
to-back with 2020, where we see the next key target for a turning point. A lower 
closing below that of 2017, which was 3405683, will also imply that the market 
may decline to retest support into January.  
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Conclusion 
 

t certainly appears that 2019 can produce a retest of the lows to trap 
everyone into a bearish position. The overwhelming analysis is calling for a 
crash in the dollar and the share market usually in the 30% to 40% range. As 

I have stated many times, this has been the MOST hated bull market in history. It 
is just impossible to see such a forecast which is always put out in total ignorance 
of what is taking place outside the United States. But this is how bear traps are 
form – with overwhelming conviction that the only direction is down. 

I 

KEY TO YEAR-END TABLE 
Market Last (N) LAST (O) YrBull QBull YrBear QBear Sup Res 
(N) + = above previous yr - = below N = neutral 
(O) B=Bullish P=Bearish O=trading in range after outside (i)= inside 


