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Absolute performance, 81-82
Advance-decline (AD) line, 75-76
Asian currency crisis (1997-1998), 21, 25-32
bear market years following (2000-2002), 28
deflation
effect on bond yields, 30-31
events of 1990s, 29-30
Japanese, and U.S. interest rates, 31-32
trends, effect on U.S. economy, 29
lessons of, 29
onset of, 25-26
decoupling of bonds and stocks, 26-27
Asset allocation
rotations, leading to 2007 top, 59—71
asset allocation, 60
asset classes, relative strength between, 59
bond/stock ratio, turns in, 62—66
shift back to bonds, 65-66
falling dollar, 67-69
falling U.S. interest rates, 67
global decoupling, myth of, 69--79
intermarket relationship of bunds and stocks,
6667
commodity/bond rasio upturn, 61-62
market peaks, sequence of, 69
relative strength ratio, 60—61
shift from stocks to commodities, 61
strategies, 93-94, 219
stage of business cycle in determining, 93-94
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Banking stocks, 221-222
Bear market, defined, 39
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and commodities, link between, 197-214
change in (2007), 199-200
commodity/bond ratio, 206211
commodity inflation versus bond deflation,
211-212
commodity peak (1980) and, 198
copper bottom during 2009, 203205
copper versus corn (2002), 200-202
copper and Treasury bond prices, comparison
of, 202-293
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inverse link (2003-2006), 198199
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links to China and Japan, 213

Thomson Reuters/ Jefferies CRB Index, 205
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bonds, differenze.in, 185188
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192192
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182183
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181-182

Operation Twist, 190-191
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rising volatility, consumer staples and utilities
and, 183185

stock downturn (2010-2011), bond yields and,
181-182

TIPS and gold, 193—194

upturn in stocks (2012), 194195

yield curve, 191-192

Business cycle, 91-103, 105-120

impact on market sectors, 105-120
comparing absolute and relative performance,
118-119
exchange-traded funds, 120
importance of, 119-120
and industry groups, difference between, 110
industry group leadership, 112
market carpets, 116118
market of groups, 110
performance bars, 116
sector rotation, 105-116
smaller stocks, 107
technology leadership, 106
transportation leadership, 107
trends, monitoring, 114
intermarket analysis and, 91-103
comparisons to 1920s and 1930s, 95-96
four-year cycle, 91
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as framework for intermarket work, 103
housing, interest rate sensitivity of, 99
interest rate cuts (2001), 95

and intermarket rotation, 93-94
Kondratieff Wave, 97-98

lessons of long cycles, 97

lessons from 2000 and 2007, 94

lifetime cycle, dividing into seasons, 98
oil, and higher rates (2004-2006), 94-95
presidential cycle, 91-93

real estate, 99102

rotating asset classes over decades, 96-97

C

Canada, 173175
dollar versus euro, 174
markets and commodities, 175
trading opportunities in, 173
Chartists, defined, 48
Charts, advantages of using, 8-9
Commodities, falling dollar and (2002), 46,
47-58. See also Bonds and commodities,
link between; Stocks and commodities,
correlation between; U.S dollar, inverse
correlation with commodities
alternatives, 51
gain from battle against deflation, 49-50
gold
bottom, stock peak and, 53
and dollar, trend changes in, 51-52
breaking of 15-year resistance line, 54
new bull market in, 50
outperformance of stocks, 56
inflation of, 4749
oil peak and 2003 stock bott<m; 5758
stocks, end of secular uptiend.¢f, 5455
Consumer staples, 106
Copper
bottom during 2009, 203-205
versus corn (2002), 200—-202
influence on stock market direction, 147149
and Treasury bond prices, comparison of,
202-293
trend, China’s influence on, 167
CRB Index, 5, 16, 19, 2526, 4849, 134,
140, 153—154, 198-200, 205-207,
224-225
during Asian currency crisis, 25-26
40-year trend of, 224
and Treasury bond ratio, 205207
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D

Decoupling, 26

Deflation, 22-23, 2931, 49-50, 96
during Asian currency crisis, 2931

Disinflation, 2223, 29, 198

Double bottom, defined, 108
Double top, defined, 64
Dow/gold ratio, 56

Dow Theory, 78-79
Downtrend, defined, 39

E

Economic indicators, 89
Emerging markets, commodities link to, 166
Euro, 140, 168-172, 174
Canadian dollar versus, 174
EMU iShares divergence from, 171-172
versus gold, 140
Exchange-traded funds (ETFs), 6, 29, 60, 120,
123-128,169-170
bond, 125126
commodity, 126
currency, 29, 60, 127
dollar, trading, 127
defined, 123-124
effect on intermarlct trading, 6
foreign, 127-128
currency-tends’ impact on, 169170
inverse.and leveraged, 128
mutucl{unds versus, 124125
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“up providers, 124125
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Federal Reserve, U.S., 10, 11,22, 28,29, 37, 38,
45-46,189-190, 197, 217-218
policy
interference with normal bond/stock
relationships, 217-218
in 1940s, 218

G

GDX, defined, 156
Global decoupling, myth of, 6970

Gold, 1720, 22, 47,50 57, 6769, 137, 140142,

156-158, 193194

bottom, stock peak and, 53
breaking of 15-year resistance line, 54
bull market in, 50
versus euro, 140
versus foreign currencies, 141142
falling dollar and, 50
falling stocks and, 50
versus gold stocks, 156157
miners, 157, 158

relink with gold, 158
versus other commodities, 140141
outperformance of stocks, 56
record high of, 67-69
shares versus bullion (2011), 157158
TIPS and, 193194



trend changes in, 51
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Head-and-shoulders top, defined, 181
Homebuilding stocks, 8285, 222
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Inflationary 1970s, 1718
Intermarket analysis, 1-13, 91-103
asset allocation strategies, 5—6
and the business cycle, 91-103
comparisons to 1920s and 1930s, 95-96
four-year cycle, 91
as framework for intermarket work, 103
housing, interest rate sensitivity of, 99
interest rate cuts (2001), 95
and intermarket rotation, 93-94
Kondratieff Wave, 97-98
lessons of long cycles, 97
lessons from 2000 and 2007, 94
lifetime cycle, dividing into seasons, 98
oil, and higher rates (2004-2006), 94-95
presidential cycle, 91-93
real estate, 99102
rotating asset classes over decades, 96-97
charts, advantages of using, 89
exchange-traded funds, effect on intermarket
trading, 6
oil, role of, 7-8
principles, 11-13
changes in, 1213
recap of, 216
relationship of markets, 3—4, 11
asset classes involved in; 4
changes in, 11
sector rotation and the business cycle, 6
stock peaks and troughs, 7
technical analysis, implications for, 9-10
anew dimension to, 10
technical theory and practice,
evolution of, 10
visual tools, importance of, 9
Intermarket Analysis (Murphy), 95-96
Intermarket model, old, 15-23
comparison with 1930s, 21-22
deflation, 22-23
inflationary 1970s, end of, 1718
[raq wars, 18-20
Japanese bubble, bursting of (1990), 23
stealth bear market (1994), 2021
stock market crash (1987), 18
turning point (1980), 15-17
Intermarket principles
changes in, 216-217
recap of, 216
Inverted yield curve, 38—39

Iraq wars, effect on financial markets, 18-20
iShares, 124126
Brazil and China, 166

EAFE and Emerging Markets, stability at end of

2011, 172173
EMU, divergence from euro, 171-172
France (2010), 170171

J

Japanese bubble, bursting of (1990), 23
Japanese deflation, and ULS. interest rates, 31-32

K

Kondratieff Wave, 97-98

L

Logarithmic price scale, defined, 56
Logarithmic scale, defined, 5¢

Long, Clarence, 100

M

Market breadh, defined, 75
Market carj ots, 116-117
Market, sectors, impact of business cycle on,
105-120
comparing absolute and relative performance,
118-119
exchange-traded funds, 120
importance of, 119120
and industry groups, difference between, 110
industry group leadership, 112
market carpets, 116118
using to find leading stocks, 117118
market of groups, 110
performance bars, 116
sector rotation, 105116
model, 110-112
in 2000 favored contraction, 105—106
in 2003 favored expansion, 106
in 2007, weakness in, 107-108, 111
in 2009, upturn in, 112114
in 2011, 114-116
two sides of, 108—109
smaller stocks, 107
technology leadership, 106
transportation leadership, 107
trends, monitoring, 114
MSCIWorld Index—ex USA, 165
Mutual funds, 124125
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NYSE advance-decline (AD) line, 75-76

Q)

Oil, role of in stock market, 7-8, 38, 57-58, 94-95
and higher short-term interest rates (2004—2006),

94-95
peak and 2003 stock bottom, 5758
tripling of price (1999), 38
Old normal. See Intermarket model, old
Operation Twist, 46, 190-191

P

Performance bars, 116
PHLX Housing Index, 80, 8283

Power Shares QQQ Trust (QQQ), 125

Q

Quantitative easing, 189-190
impact on yield curve, 191-192

R

Ratio charts, 59
Real estate investment trusts (REITs), 40
Real estate market, business cycle and, 99-102
18-year cycle, 100-101
and interest rates, 99
and inflation, 100
peak, 101-102
Relative performance, 81-82
Relative strength, defined, 41
Relative strength ratio, 6061, 82
Resistance, defined, 55, 74
Russell 2000 Small Cap Index, 106

S

Sector rotation, 6, 60, 105-116
and the business cycle, 6, 105
defined, 60
model, 110112
in 2000 favored contraction, 105106
in 2003 favored expansion, 106
in 2007, weakness in, 107108, 111
in 2009, upturn in, 112—114
in 2011, 114-116
two sides of, 108—109
Secular trend, defined, 54, 221
Selling short, defined, 123—124
Silver stocks (2011), 150—152
Silver/gold ratio, influence on stock market,
149-150

SPDR (Standard & Poor’s Depositary Receipts), 125

Stagflation, 17-18
Stock/commodity ratio, 226
Stock market crash (1987), 18

Stock market top (2000), events surrounding, 37-46

bottoms, sequence of, 45
commodities, upturn in 2002, 46
consumer staples, 41-42
crude oil, tripling of price, 38
deflation, 4546
events leading up to, 37
market lessons from, 42-43
market peaks, sequence of, 4345
real estate investment trusts (REITs), 40
short-term interest rates, rise in, 38—39
Stocks
and bonds, link between, 179195
bond yields and stocks, positive correlation
between, 180
bonds, differences in, 185188
competition for investor funds, 179-180
divergence of bond yield and stocks (2012),
192-192
falling bond yield and dividend-paying stocks,
182-183
head-and-shouldess.vap (2010-2011), 181182
Operation Twiit, 120-191
price trends;\188—189
quantitetive casing, 189-190, 191
rising volatility, consumer staples and utilities
and, 183-185
stock downturn (2010-2011), bond yields and,
181-182
TIPS and gold, 193—194
upturn in stocks (2012), 194195
yield curve, 191-192
and commodities, correlation between, 145159
after 2008, 146147
commodities’ loss of value, 146
copper, influence on stock market direction,
147-149
deflationary environment, side effect of, 145
foreign stocks, dollar direction’s impact on, 159
gold, 156-158
key commodities, drop in (2011), 153—154
sector performance, influence of commodities
on, 152153
sector rotations, influence of commodity peak
on, 156154
silver stocks (2011), 150—152
silver/gold ratio, influence on stock market,
149150
and the dollar, 161177
Canada, trading opportunities in, 173
Canadian dollar versus euro, 174
Canadian markets and commodities, 175
commodities, link to emerging markets, 166
commodity impact on link, 163—164
copper trend, China’s influence on, 167
dollar bottom in 2011, 164
EAFE and Emerging Markets iShares, stability
at end of 2011, 172173



EMU iShares, divergence from euro, 171172
Europe, importance of, 168—169
foreign ETFs, currency trends’ impact on,
169-170
foreign portfolio, adding Americas to, 175-177
France iShares (2010), 170-171
impact on foreign stocks, 165
long-term comparison of, 161-162
negative correlation, 163
rising dollar and foreign shares, 165166
S&P 500, Chinese stocks’ influence on, 168
weak historic link between, 161
Stockcharts.com Chart School, 223
Support, defined, 55
Support level, defined, 171

T

Technical analysis, intermarket implications for,
9-10, 222
a new dimension to, 10, 222-223
technical theory and practice, evolution of, 10
Technical Analysis of the Financial Markets (Murphy),
22,27,223
Thomson Reuters/ Jefferies CRB Index. See CRB
Index
TIPS, 193-194
Transportation stocks, 107
Trendline, defined, 67
2007 market top
asset allocation rotations leading to, 5971
asset allocation, 60
asset classes, relative strength betwecn, 59
bond/stock ratio, turns in, 626
shift back to bonds, 6566
falling dollar, 6769
falling UL.S. interest.races, 67
global decoupling, my:h of, 69-70
intermarket relationship of bonds and stocks,
6667
commodity/bond ratio upturn, 6162
market peaks, sequence of, 69
relative strength ratio, 6061
shift from stocks to commodities, 61
visual analysis of, 7386
breadth measures, success of, 86
consumers, rising energy prices and, 79
Dow Theory, 78—79
homebuilding top (2005), 8285
market breadth warning signs, 75
NYSE advance-decline line and negative
divergence, 7577
percent of NYSE stocks trading above their
200-day average, 85-86
retail stocks, underperformance of, 81-82
retailers homebuilders, link beween, 8081
S&P 500 chart, 74

traditional charting and intermarket warnings,
combining, 73
transportation stocks, rising oil prices and,

77-78
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Upside breakout, defined, 52
Uptrend, defined, 83
U.S. dollar
inverse correlation with commodities, 131143
analyzing both markets, 131
commodities’ link to foreign currencies,
138-140
correlation coefficient, 136137
dollar bottom, 134-135
dollar peaks (2009—-2010) and upturn in
commodities, 135
dollar’s impact on other intermarket trends,
142-143
falling dollar, causir s upturn in commodities
(2002-2008) 1132
gold, 137, 140142
rising dollr, and commuodity collapse (1997—
1998, 132
and stoe! =, 161177
Carada, trading opportunities in, 173
(Canadian dollar versus euro, 174
Canadian markets and commodities, 175
commodities, link to emerging markets, 166
commodity impact on link, 163—164
copper trend, China’s influence on, 167
dollar bottom in 2011, 164
EAFE and Emerging Markets iShares, stability
at end of 2011, 172173
EMU iShares, divergence from euro, 171-172
Europe, importance of, 168—169
foreign ETFs, currency trends’ impact on,
169-170
foreign portfolio, adding Americas to, 175-177
France iShares (2010), 170—171
impact on foreign stocks, 165
long-term comparison of, 161-162
negative correlation, 163
rising dollar and foreign shares, 165166
S&P 500, Chinese stocks’ influence on, 168
weak historic link between, 161
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NYSE advance-decline line and negative
divergence, 7577

percent of NYSE stocks trading above their
200-day average, 85-86

retail stocks, underperformance of, 81-82

retailers homebuilders, link beween, 8081

S&P 500 chart, 74
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combining, 73
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The Visual Investor, Second Edition (Murphy), 73,
223

Y

Yield curve, 191-192
impact of quantitative easing on, 191192



























