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Despite a pair of violent down days in the last two weeks, which broke stocks down out of a long trading 

range, investors have so far prevented the next leg lower.  Instead, they have been quick to jump to the 7+ 

year old ‘buy the dip’ mentality stemming from the belief that the Fed and other central banks will 

continue their Negative Interest Rate Policies (NIRP) / Zero Interest Rate Policies (ZIRP) indefinitely.  In 

the hopes of making investors aware of the fact that the current situation may not be a set-up defined by 

an immediate reversal, we explore a broad array of indicators to understand where the balance of risk lies 

and the most likely case for the correction’s duration.  Presently many of those indicators suggest that the 

current pullback may be one best measured in further weeks, not days.  While, with reference to the 

coming FOMC decision, our analysis is no substitute to knowledge of the unknowable, it is an assessment 

of what the market is telling us based on the body of current information and evidence.   

Though Lowry Research’s primary tools are our proprietary measures of Supply and Demand in the stock 

market, we do reference traditional technical analysis indicators for corroboration of trends and trend 

changes.  As such, we believe it may be timely to make note of what has been a rarely triggered signal 

with compelling results; the weekly Moving Average Convergence Divergence (MACD).  For those not 

familiar, the MACD is a commonly used trend-following momentum indicator that shows the relationship 

between two moving averages, most typically the exponential 12 and 26.  Last week the weekly MACD 

on the S&P 500 Index registered its first sell-signal since the last week of December 2015.  The sell-

signal occurs when the faster of the two moving averages crosses down through the slower while both are 

well-above the 0 line.  Similarly, buy-signals are triggered when the faster moving average crosses above 

the slower while both are oversold, below the 0 line.    

As seen in the chart below, such signals are infrequent, which is one of the reasons we should pay 

attention to them, especially if they are also supported by Lowry’s, unrelated indicators or other 

traditional indicators.  Typically the signals take several weeks or months to form and as much time to 

unwind and reverse.  In terms of the traditional, reinforcing indicators, our chart depicts the most recent 

buy / sell signals as well as the concept that confirmation by the 14 Week Stochastic and RSI often 

strengthen the probabilities for success.  Similarly, the current MACD sell-signal is confirmed by the 

Stochastic and by the observation that RSI is coming off of near-overbought readings.  While, during 

uptrending markets, as observed 2013 – 2014, these signals can be susceptible to whipsaw risk, it’s also 

important to understand that historically, these signals work best in sideways trading environments, like 

the one the S&P 500 has exhibited since May of 2015.         

 

Though we do not claim to know that what the Fed will say or how it will impact markets, we understand 

what this and other indicators are saying right now – stay defensive.  Lowry will remain a patient, 

objective market observer, waiting for our signs of Demand to return before suggesting an increase in 

long exposure.        



  

 

 

Start a Free Trial of Lowry: http://www.lowryresearch.com/start_trial_home.cfm 

 

 
Vincent Randazzo, CMT, is a Senior Market Analyst at Lowry Research with over a decade of experience in 

professional equity market research and technical analysis. Before joining Lowry, Mr. Randazzo was chief technical 

analyst at NASDAQ and member of its market intelligence desk. He was also director of research at ICAP and a 

research salesperson at Morgan Stanley and UBS.  He has been a Chartered Market Technician (CMT) since 2008. 

       LOWRY RESEARCH CORPORATION  

Founded 1938  
11300 U.S. Highway One, Suite 400  

Palm Beach Gardens, FL 33408  

Phone: 561-799-1889  

Email: info@lowryresearch.com  

www.lowryresearch.com  

http://www.lowryresearch.com/start_trial_home.cfm

