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AAPL and Tech earnings might hold the key for this market

2D Mark L Newton, CMT ¢
&
A A HEAD OF TECHNICAL STRATEGY

Key Takeaways

s SPX, QQQ look vulnerable through November and 5900-5950 looks
important.

= AAPL triangle has not yet been resolved, and its cycle looks to go lower
into late Nov.

= Technology's underperformance has not broken trends vs SPX but worth
monitoring.

(F fsinsight

=

°



(5 Daily Technical Strategy October 17, 2024

Technical

Strategy

Mark Newton, CMT
Head of Technical Strategy

>W

Equity trends remain bullish, yet SPX is close to several projected targets near
5900 which should slow this rally down as it nears the end of October. This
might happen during/directly after Friday’s expiration, or could be postponed
briefly until end of month. However, the drying up in breadth and volume
seems to be a warning sign to pay attention to following an extended run.
Technology has underperformed this week and it's thought that the path for
Equities between now and mid-to-late November could be lower given the
combination of cyclical and sentiment-based issues. While intermediate-term
bullish thesis remains very much intact, it's doubtful that US Equities continue
to push up into and post-election without any consolidation. Moreover,
November’s weakness should represent a short-term correction only, not the
start of alarger decline. Risk/reward seems poor in the short run, and SPX
seems unlikely to exceed 6000 right away but could find resistance near
5900-5935. Meanwhile, QQQ should find resistance at 503-505.
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Thursday showed some evidence of slowing in this trend, and despite fractional
gains having occurred for SPX and QQQ given Technology's strength, the broader
market finished lower with eight sectors down on the day. Advance/Decline
finished negative by around a 3/2 margin, and the drying up in breadth and
momentum seems to be important following this runup in recent months. Overall,
I'm expecting a 5-7% decline between now and mid-November. This might take
the form of an initial peak this week, followed by a selloff next week. Thereafter, a
bounce attempt happens into Oct 31-November 1 which could mark a Double-top
for stock indices.

Bottom line, the preponderance of the evidence still shows the broader US
Stock market to be in good shape, with not many intermediate-term
warnings. The fact that Transports are now joining Small and mid-caps in
lifting is certainly positive to the intermediate-term breadth readings for US
risk assets.

However, as discussed, many of the warnings | cited yesterday were not price-
based, but simply concerns given lofty sentiment readings and cyclical peaks
approaching that have little to do with near-term price action. Breadth has started
to wane in the short run, and the lack of strong Technology participation could be
an issue in the weeks to come unless resolved right away.

Overall, this market has seemingly “dodged a bullet” thus far during one of the
historically worst periods during most election years. However, investors should
not take this to mean that the coast is clear for an interrupted rally higher all year.
The issues with near-term complacency (as judged by low Equity put/call
levels), waning breadth, poor seasonal trends and cyclical projections for
November as well as SPX’s largest sector, Technology, not performing well of
late, are all reasons to be alert for possible trend change in the weeks to come.

Specifically, one key reason from a time perspective why this rally might “run out
of steam” is that it's approaching the same duration as the initial run-up from April
into July of this year.

4/19-7/16/24 = 88 calendar days
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8/5/24-11/1/24= 88 calendar days
S&P 500 Index

Source: TradingView

Furthermore, from an alternative price projection standpoint, there are three
separate projections of prior rallies when added to 8/5/24, 9/6/24 and to
10/2/24 which land in the 5900-5935 zone. That gives me some confidence
that SPX might peak in this area.

As many who study market symmetry in price and time understand, our past three
market bottoms all happened during the first week of the month, with lows in price
having been made in August, September and October, while peaks happened late
in the month. | anticipate a similar late-month peak for US stocks. Yet, expect that
this pattern might be broken, with a longer than normal selloff next month.
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Below is thelist l included in last night's report which is being shown again for
emphasis.

E: Reasons for Short-term concern into November

=  Weekly negative momentum divergence- RSI and MACD have not followed SPX to new
high territory

= Intermarket divergence- NASDAQ, along with Russell 2000 and DJ Transportation
Average have lagged the SPX and DJIA in their moves back to new all-time highs

= Elliott-wave pattern looks near completion from early August, showing a possible five-
wave advance which should be ending within two weeks

= Lack of Bears- Sentiment has turned more bullish in the last couple weeks, with last
week's AAIl data showing just 20% bearish percentage, the lowest of 2024, while Equity
Put/call ratio hit the mid-40's this week

= Cycles show peak in mid-to-late October and selloff through November

= Seasonality shows similar picture for late Oct- Post Election week is typically the most
negative in October

= Short-term breadth erosion- Percentage of SPX members above 20-day m.a. has
dropped from 91% in late August to 60% in the last week

= DeMark exhaustion- QQQ along with SPX and RSP all show daily evidence of TD
Sequential and/or TD Combo “13 Countdown” signals
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Source: Fundstrat
AAPL breakout or lack thereof will have important implications for US Equities

Given that AAPL remains the top weight within SPX and QQQ (7%, and 9%
respectively), it's always important to keep a close eye on AAPL technicals.

The good news for market bulls is that this large three-month triangle
consolidation should eventually be exceeded to the upside given that it resembles
an ascending triangle formation.

Normally following runups, patterns of this sort tend to be resolved by upside
breakouts.
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At present, however, this has not happened yet, and AAPL remains largely range-
bound since this past Summer.

While a weekly close over $237.50 should have bullish implications for AAPL, and
by extension, Technology, SPX and QQQ, at present, it's been other stocks that
have carried the weight recently, not AAPL.

My thinking is that AAPL very well could continue to trade range-bound and that
any market selloff next month might initially cause a downside breakout of the
lower edge of this triangle before AAPL recovers and breaks back out above
$237.50.

T ) O o) e (o [ | SCmeoncs () G (o . Moo
Apple P asdroList  Lem |- B E S S L
A.me IAAPL NASDAQ Telecom-Consumar Prods (16/14T) Average Daily Violume 50,088,300 ] T

e

Vohame 16848505 14
3% from Pivat in 2 days

Wiglumg
174 G0 000

54,500 000

il i~

% 10 bz Jis [0 iz 7 3
|”¢r BT T [Oet | L]
e AR e e

L P —y

"2
TR
(. I . 2
o9 Joet
~ ==

N\I\HI IINMII \ININII\ |

i5

| Hew |
=

Source: MarketSurge
AAPL cycle does show potential weakness into late November

While just a small piece of the technical analysis puzzle, it's always worthwhile to
scan cycle composite charts for the main stocks to gain an idea of what their past
highs and lows might suggest about their possible future course.
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This remains an inexact science, but certainly has proven important and
successful in years past.

Many might recall that AAPL's cycle was discussed in early July as the stock was
pushing to new highs, and | feel it's time to revisit this discussion.

As one can see from the cycle composite below from late 2021, this particular
composite | created has been exemplary in catching a few of the prior peaks and
troughs of AAPL in recent years.

While the past is no indication of future results, if this cycle composite were to
continue to work, it suggests a downward bias for AAPL over the next 4-6 weeks.

The cycle composite goes against the bullishness of the current Triangle
formation, which many have come to understand normally can lead to pattern
resolution to the upside.

Even if this triangle were to briefly break out in the next 1-2 weeks, this composite

suggests a downward bias in the month of November. Given AAPL's weight, this is
an additional factor that gives me pause when attempting to project higher for the

indices over the final 10.5 weeks of 2024.

AAPL Cycle
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Technology'’s underperformance is not a problem just yet

Technology managed to turn in the 2" worst (behind Energy) performance of any
of the 11 major Equal-weighted sectors that make up the SPX over the past week,
returning -0.71%.

The three-month returns are positive, yet not dominantin a way that many have
come to expect out of Technology: RSPT showed gains of +4.20%,
underperforming Industrials, Discretionary, and Financials.

As seen below, Technology in relative terms to the SPX has been rather choppy to
say the least since it peaked out in relative performance in July.

The two-month period of sideways performance vs. the Equal-weighted SPX is not
bullish, nor bearish, but neutral.
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What's technically important is that Technology does not lose further strength in a
way that would cause this relative chart to show weakness that undercuts the
prior lows from April and August of this year (in ratio chart shown below of RSPT vs
RSP).

This area is clearly delineated by the support trendline undercutting prior lows in
this ratio going back to early 2024.

Note, this pattern is not necessarily a Head and Shoulders pattern for Technology,
relatively speaking. However, weakness sufficient to break this trend would
confirm it as such.

Overall, it's important that Technology hold up and not weaken much more. If SPX
and QQQ start to weaken in November, it's thought that Tech will need to hold up
and not undercut this important area.

RSPT/RSP
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at fsinsight.com.

Analyst Certification (Reg AC)

Mark L. Newton, CMT, the research analyst denoted by an “"AC” on the cover of this report, hereby certifies
that all of the views expressed in this report accurately reflect his personal views, which have not been
influenced by considerations of the firm's business or client relationships. Neither |, nor a member of my
household is an officer, director, or advisory board member of the issuer(s) or has another significant
affiliation with the issuer(s) that is/are the subject of this research report. There is a possibility that we will
from time to time have long or short positions in, and buy or sell, the securities or derivatives, if any.
referred to in this research.

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight. At the time of publication
of this report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not
acting as a broker dealer under any federal or state securities laws.

FS Insight is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a FINRA
registered broker-dealer that is focused on supporting the independent research industry. Certain
personnel of FS Insight (i.e. Research Analysts) are registered representatives of IRC Securities, a FINRA
member firm registered as a broker-dealer with the Securities and Exchange Commission and certain
state securities regulators. As registered representatives and independent contractors of IRC Securities,
such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by
FS Insight clients directly with IRC Securities or with securities firms that may share commissions with IRC
Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute
the research of FS Insight, which is available to select institutional clients that have engaged FS Insight.

As registered representatives of IRC Securities our analysts must follow IRC Securities” Written
Supervisory Procedures. Notable compliance policies include (1) prohibition of insider trading or the
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4)
appropriate use of electronic communications, amongst other compliance related policies.

FS Insight does not have the same conflicts that traditional sell-side research organizations have
because FS Insight (1) does not conduct any investment banking activities, and (2) does not manage any
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investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

This research is for the clients of FS Insight only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but FS Insight does not warrant its
completeness or accuracy except with respect to any disclosures relative to FS Insight and the analyst’s
involvement (if any) with any of the subject companies of the research. All pricing is as of the market
close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice. Past performance is
not indicative of future results. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report
must make its own independent decision regarding any securities or financial instruments mentioned
herein. Except in circumstances where FS Insight expressly agrees otherwise in writing, FS Insight is not
acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do
not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act of
1934. All research reports are disseminated and available to all clients simultaneously through electronic
publication to our internal client website, fsinsight.com. Not all research content is redistributed to our
clients or made available to third-party aggregators or the media. Please contact your sales
representative if you would like to receive any of our research publications.

Copyright © 2024 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or
redistributed without the prior written consent of FS Insight LLC.
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