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Confinued Rally or Potential Pulllbacks<e

Summary

Resistance in the SPX may produce some profit-taking, but the quality of any pullback period that
may occur will be an important guidepost in determining if a long-term topping process is

developing. Considering favorable seasonals, the Bulls have the ball.

A Question of Quality

e The rally off the October 2023 low has been sharp, significant, and basically straight up,
predominantly in the Large Cap/Growth complex on a year-to-date basis.
e Domestic equity market proxies have approached previous price peaks, or areas of overhead

selling pressure (resistance). Figures 1 and 2.

e If the current rally is going to record a new reactionary high and extend into 2024, breadth
indicators need to surpass their July/September peaks. Figures 3 and 4.

e If, instead, equity market proxies make new reactionary highs and all-time highs (ATH) and
breadth indicators record lower peaks, as occurred in late 2021 and early 2022, a long-term

topping process may be developing.

o In either case, the quadlity, in terms of depth, breadth, and sentiment, of any
pullback/consolidation period going forward will be an important guidepost.

Figure 1: S&P 500 with momentum (MACD). | With momentum waning (top frame), the SPX has
approached an area of resistance, as shown by the downtrend line connecting the January 2022 all-
time high and the July 2023 price peak. Ideally, this produces some profit-taking. The quality of any
pulloack/consolidation period in terms of depth, breadth, and sentiment will be an important

guidepost. Considering favorable seasonals, the Bulls have the ball.
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Figure 2: Small Cap proxy. | The "“January Effect” happens when small caps outperform during the last
half of December, after tax-loss selling. Before we can expect this, IWM needs to decisively close above
its most immediate reaction price peak (resistance).
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Figure 3: Year-to-Date Performance and Internal Equity Market Measuring Tools. | These indicators will
need to exceed their prior peaks (blue vertical lines) if and when equity market proxies do.

27-Now-2023 Open 7387.00 High 7357.00 Low 73587.00 Close 73587.00 Chg -657.00 (-8.51%
S&P 500 Large Cap (growth) year to date performance

2023 Feb har Apr hay Jun Jul Aug Sep Ot Mo
S&P 500 Equal Weight year to date performance

v

2023 Fib Far Apt Mgy Jun Tul Aug Sep Dot Now 17500
NYSE AD Line (all issues) ‘ r,;\/\/\ y
15000
A
v 12500
10000
7387.00]
L5000
2500
L0
2500
L5000
2073 Feb Mar Apt W ay Jun Jui Hug Sp Dot Nov
NYSE: % Stocks Above 200-day MA lr -0
o
pat //J \/\J\ FNEYAY L 60
VAW o e Gl I

2023 Feb Mar Apr May Jun Jul Aug Sep Oct Now

Day Hagan Tech Talk | Page 2 of §



Figure 4: Various Internal Equity Market Measuring Tools. | These indicators will need to exceed their
respective prior peaks if and when equity market proxies do.

NYSE New Highs (top frame-green) & t>00

New Lows (lower frame - red)
L100
Lo
L-100
[.200
L3200
[.400

2073 Feb har, pr hay Jun ul Aug Sep Ot How
SPX New Highs (top frame-green H80

& New Lows (lower frame - red)

2 Feb Mar Apr M 3y Jun Jul Aug Sep Oct Now
Small Cap New Highs (top frame-green) & =
New Lows (lower frame-red)

New Lows, after contracting are
slowly increasing - disturbing

2 Feb har Apr May Jun dul Aug Sep ot Now

Day Hagan Tech Talk | Page 3 of §



Figure 5: Mid Cap and NASDAQ New Highs
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Note: Other internal equity market measuring tools include Advancing volume vs. Declining volume,
Small Cap (and micro) performance vs. Large Cap, U.S. Dollar weakness vs. strength, and percentage
of stocks/markets above certain moving averages

Please let me know if you would like to schedule a call fo go over the process and discipline
underpinning our Smart Sector with Catastrophic Stop, Smart Sector International, and/or Smart Sector
Fixed Income strategies.

Day Hagan Asset Management appreciates being part of your business, either through our research
efforts or investment strategies. Please let us know how we can further support you.

Art Huprich, CMT®
Chief Market Technician
Day Hagan Asset Management

—Written 11.27.2023. Chart source: Stockcharts.com unless otherwise noted.
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Disclosure

The data and analysis contained herein are provided “as is” and without warranty of any kind, either
express or implied. Day Hagan Asset Management (DHAM), any of its affiliates or employees, or any
third-party data provider, shall not have any liability for any loss sustained by anyone who has relied
on the information contained in any Day Hagan Asset Management literature or marketing materials.
All opinions expressed herein are subject to change without notice, and you should always obtain
current information and perform due diligence before investing. DHAM accounts that DHAM, or ifs
affiliated companies manage, or their respective shareholders, directors, officers and/or employees,
may have long or short positions in the securities discussed herein and may purchase or sell such
securities without notice. The securities mentioned in this document may not be eligible for sale in some
states or countries, nor be suitable for all types of investors; their value and income they produce may
fluctuate and/or be adversely affected by exchange rates, interest rates or other factors.

Investment advisory services offered through Donald L. Hagan, LLC, a SEC registered investment
advisory firm. Accounts held at Raymond James and Associates, Inc. (member NYSE, SIPC) and Charles
Schwab & Co., Inc. (member FINRA, SIPC). Day Hagan Asset Management is a dba of Donald L.
Hagan, LLC.

For more information, please contact:
Art Huprich, CMT
Art.Huprich@DayHagan.com

For more information, please contact us at:
Day Hagan Asset Management

1000 S. Tamiami Trail

Sarasota, FL 34236

Toll Free: (800) 594-7930

Office Phone: (941) 330-1702

Website: hitps://dayhagan.com or hitps://dhfunds.com
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