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Just Another Minor Pullback Within A Secular Advance
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Recovery is mixed from
February puliback. Higher
levels are expected is Q2.
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The retracement over the last few weeks has sparked many investors and market pundits to suspect that the
bull market may be nearing a crest.

Most world indexes pulled back around 10 percent before finding support in late February and early March. And
this was just after reaching new all-time highs in January.

Certainly not the kind of pattern that is associated with major tops in the markets.
For example, the last two major market peaks (2000 and 2008) have had several things in common.

First, the rollover was measured. That is the event took place over several months. As this recent price action
is still fresh, we do not have enough evidence to say definitely if this movement in February and March is the
beginning of a deeper decline. However, the outlook of a full recovery holds the highest probability.

Second, market corrections typically occur in coordination with several key economic markers.

One of them is a flat or inverted U.S. Yield Curve. This is when short-term rates (1 month to 3 month) are equal
or higher then long-term rates (20 and 30 year). This is not the case now. Short-term rates are below long-term
indicating a normal Yield Curve. This pattern also suggests that there is more room for economic growth.

The other marker is the U.S. Unemployment rate. The rate now sits at 4.1 percent - a 17-year low.

Market corrections are associated with an increase in unemployment. The characteristic of the U.S.
Unemployment rate prior to any market top is for a period, usually 6 to 12 months, of 'bottoming out" and then
starting to increase. Though this economic gauge lags the stock market by several months, there are no signs
currently of even a floor developing.

Bottom line: Our technical and economic measures indicate that the recent pullback in the markets was only
just another short-term spill off and not the beginning of a deep decline.

Our target of 3000 for the S&P 500 and 28,100 for the Dow still stands.
S
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