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Secular Trends of Stocks and Commodities
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The purpose of this report is to paint a
picture in broad strokes of how MSA

W/pvﬁ( expects the next five to ten years to

NASDAQ 100 monthly: 2009-2024

unfold in the equity and commodity
markets. This is for long-term investors,
asset managers, and financial advisors
who can't or don’t wish to trade

c. 0 &
co«"' /w’%ﬂ)ﬂ/_' frequently. In fine, it's for those who
want to know where they can park their
M_/ money for ten years and make the
highest return with the least amount of
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chunk of their time below those long-term means. Think of 2000 to 2009: about three years down, four
years up, and two years down, with the net result being a nominal and real negative return for buy-and-
hold investors. (See page 3 for more on that period.)

Major evolution in technical research since 1992
Momentum Structural Analysis, LLC.  michaeloliver@olivermsa.com
For MSA's history and an introduction to its methods visit: www.olivermsa.com
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But NASDAQ 100 held its zero line in covid selloff.

annual momentum:

monthly ranges vs. 3 yr. avg.
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S&P 500: 2009 to 2024

In watching both indices for annual
situations, we noted that when the S&P
500 dropped below the zero line
intramonth in March 2020 (the covid
panic), NDX did not break below its zero
line but instead held it with precision.
Therefore, MSA did not rank that partial
market drop as major trend negative,
given NDX's action. (Also, the depth of
that oscillator drop at that point had
been massive from peak to the zero line
area. No surprise it bounced.) Reverse
thatin 2022 and 2023, when NDX broke
its zero line but the S&P held on low
closes precisely above the zero line.
Next year those annual momentum zero
lines will adjust up sharply for both.

Black arrows note that annual
momentum does not confirm the final
bubble surge. This divergence between
price and momentum is typical in late
stock market bull trends.
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its old price high is nominal success only.

The S&P 500 took until 2013 to finally clear its 2000 peak (which it had effectively double-topped at in
late 2007).

Yes, both markets made final price lows nine years after their 2000 peak and then advanced nicely, but
if you were a long-term investor who didn't exit appropriately in 2000 and then again in 2008 based on
MSA's quarterly and then annual signals, then even those recovery years after 2009 were just getting
back to nominal break-even by 2013 for the S&P and 2015 for NDX.
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The current bull market (pages 1 and 2) has
now persisted for fifteen years with only
isolated and non-agreeing minor pokes below
the 3-yr. avg. That annual situation is ripe for
a shift based on our assessment of quarterly
momentum triggers just below, which when

68 lowin 2002 hit will likely engage annual sell triggers next
400 W year.
200 e
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70% o e, e\ 1995 MSA declared that blow-off was
commencing). Eighteen years living above
the 3-yr. avg. without even closing a month
It 1 e~ below it until early 2001 (the Fed began sharp
W rate cuts then, no help). In the final year of

the bull market (2000), annual momentum
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0% *""""""""""*""""""""*":ﬂw broke a major structure in January (gradually
ig; T rising red line on oscillator), which MSA
30% defined as a major downturn ahead. Also,
SEECEEEEEECECTEEEEEREECEECEREEEREECIEEEE higher from 1998 to 2000. Of course, the

leading index (at least in the bubble phase)
back then, as it is now, was the NASDAQ100, due to its heavy tech/internet weighting. But we show the
S&P 500 here because NDX didn’t begin trading until 1985.

The current market has the same setup: a roughly five-year blow-off top (2020 to 2024) driven by $10
trillion of new money printed during covid, which has culminated in the Al/quantum-computing/crypto
bubble. Also, annual momentum (charts on pages 1 and 2) is not confirming this last push higher. Like
the internet craze in 2000, no doubt these technologies will change the world in unforeseen ways in the
coming decade, but the market has already priced it in and then some with the bubble. We will know
when the bubble has popped by monitoring our “dominoes”: first the 3-month or 65-day average
structure, in jeopardy now, and then especially quarterly momentum (a focus point in recent reports).
These factors can easily cascade down to the 3-year average structures. Until some of these layered
triggers engage, if you're long equities, you might choose to stay glibly long, but watch those levels (see
weekend reports for those major dynamics). The massive breakage “Be gone!” trigger level based on
quarterly momentum is only a few percent below the current market.

Before even these cycles we could look at 1968 to 1982 as a secular bear (fourteen years), or before that
1950 to 1968 (eighteen years) as a secular bull market, and even before that 1929 to 1949 as a secular
bear market and subsequent price wasteland. And it wasn't until the mid-1950s that new highs in the
Dow occurred. This sort of pattern has now repeated four times in the 20th and 21st centuries. Many
of our readers are no doubt aware of these large cycles within the market, but the ultimate point of this
report is how to invest during these secular equity bear markets. What performs best in these times?
The answer is gold. From 1968 to 1980, from 2000 to 2011, and again today. While gold wasn’t trading
freely in the ‘30s and ‘40s, Homestake Mining in the U.S. was, and that major gold miner increased
nearly 1000% from its lows in 1925 to its highs in the late 1930s. (Homestake later acquired by Barrick.)
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From the early 1970s to January 1980,
gold rose from the mid-$30s to over
$850/0z. (a roughly 2,300% increase). In
the same period, the S&P 500 flatlined in
a zone from 103.86 points at the end of
1968 to 115.12 points in January 1980.
Gold then entered a secular bear market
in 1980 while stocks were gearing up for
their next secular bull.

Starting in 2000, stocks and gold traded
places once again (charts on the next
page). From early 2000 to September
2011, gold rose from the $270s to
$1923/0z., a nearly eightfold gain, while
the S&P 500 traded from 1552 points to
1131 points, a nominal decrease of
almost 30% measuring from the same
months.

The timing of these interchanges is
never precise to the month, but during
the bulk of these secular equity bear
markets (the decline and then the
“wasteland” periods), gold and
commodities outperform by a wide
margin. Sometimes it continues a bit
beyond, or like today starts a little early.
Gold didn't truly move higher in an

aggressive manner until June 2019, and even then it has since performed “only” as well as the S&P. The
ratio of gold to the S&P (next page) hasn't budged since then, in a zone from 45 to 50%. It's for this
reason we believe the true and massive phase of the gold bull market hasn’t even begun, as the secular
equity bull market hasn't yet ended. We're still in the bubble phase, though in our estimation we're
nearing the end days. It's when the stock market bubble ends that gold, silver, and mining stocks will
truly see the full light of day. Not just trending up more sharply, but vastly outperforming stocks.

Yes, even gold and silver miners will have their day. The Barron’s Gold Mining Index rose from roughly
100 to 1300 from 1971 to 1980 (a roughly 1,200% increase), and it rose from about 200 to 1600 from
2001 to 2011 (a roughly 700% increase). You could also measure the NYSE ARCA Gold Bugs Index (HUI),
which increased from about 35 to 640 points from 2001 to 2011 (a roughly 1,700% increase). The
reason mining stocks haven't truly been unleashed today, and why investors are so frustrated, is
because the equity secular bull hasn’t ended yet. As such, gold hasn't truly been unleashed, and
mining stocks will follow gold; they don't lead it higher. It has always been the case that mining
companies dilute their own stock, and that some are poorly managed, like any company in any industry.
That was true from 2001 to 2011 and from 1971 to 1980, yet the mining indices still went up. The
“tectonic plates” of asset categories matter because they determine where capital flows.
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Some other charts and statistics to drive
home the point: 2000 to 2011

Stocks were in a rangebound situation, while
gold advanced continually (despite the
standout sharp/brief break in October 2008). A
nearly eightfold move. Meanwhile,
commodities moved from just below 100 to a
peak near 240 in 2008 and a secondary peak at
175in 2011. Gold and commodities were the
alternative places to be during those years.

Crude oil increased from roughly $3.50 to
$39.50 from 1973 to 1980 (an 11x increase),
while the stock market was in its wasteland (see
the S&P chart on page 5). Itincreased again
from roughly $24 to $147 from 2000 to 2008 (a
6x increase) despite global economic and stock
market weakness.

Copper increased from about $0.60 in 2001 to
$4.27 by mid-2008, though the common
wisdom is that “Dr. Copper” moves with the
stock market and the economy. Not so.

Agricultural commodities also tend to do well
during secular equity bear markets. Wheat,
corn, and soybeans all increased sharply (3.5x
to 6x gains) from 2000 to 2008.

While the broad commodity complex performs
well as an alternative to stocks during much of
these periods, gold and silver ultimately
outperform everybody else. From 2000 to
2011, gold and silver both made significant new
all-time highs, while industrial and agricultural
commodities for the most part could only get
back to their 2008 high or slightly exceed it.

And BCOM produced a lesser high in 2011 than
2008, though still outperforming the S&P.

If we had to rank the various commodities as far as best return during secular equity bear markets, and
which investment vehicles to use going forward, it would look something like this:

- Gold, silver, and mining stocks (physical metal, gold and silver futures, PHYS, PSLV, GDX, GDX], SIL, and

SIL)).

- Energy (crude oil futures, XLE, XOP, OIH, URA, URNM, SRUUF, and shares of the producing companies).

- Industrial and agricultural commodities (copper futures, DBA, DBC, grain futures, and MOO—shares of

the ag-related companies).

MSA monitors all these categories and will update on more specific points of entry.
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Gold vs. U.S. stock market

1972 to 1980: A stock market bear, and then came the wasteland for price, while gold soared in net
price. The spread exploded.

1980 to 2000: The stock market advanced in net price to the Dot-com peak, while gold declined. The

spread collapsed.

2000 to 2011: The stock bear began and then came the wasteland. Gold gained massively in net price.
The spread advanced five-fold from yearly close to close.

2011-2015: Gold’s net bear trend occurred, as did a collapse in the spread. The spread then basically
went lateral soon after gold’s bear trend lows in December 2015 (meaning gold was actually on par with
the S&P in its net performance trend in recent years, though very few investors realize that).

Now: Break the S&P 500's major net trends now (beginning with our long-term quarterly momentum
metrics) while gold merely holds or advances a bit, and this spread will start a new upturn out of a multi-
year steady range, favoring gold vastly again. (A key factor in timing that is defining the breakage of the

U.S. stock market.)
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Some final fundamental comments

MSA is a technical market letter, though we're still aware of fundamentals. Certain trends already
underway are likely supportive of this coming asset category shift. Central banks (though not ours) are
shifting away from forex reserves to gold, and the accumulation of gold shows no signs of abating. The
super powers are escalating their mercantilist trade wars by banning or tariffing the exports of raw
materials and finished consumer goods. And there’s demand for energy independence by the major
powers, especially China. All these factors support our belief that the commodity and monetary metals
bull market has only just begun. We expect that by the end of the decade and possibly into next, the
stock market will be deep within a secular bear market while commodities will be solidly outperforming
stocks again. This isn't to say there won't be opportunities to trade the stock market, but it won't be the
place to buy, hold, and invest.

- Bret Oliver

© Copyright 2024 by Momentum Structural Analysis, LLC

Disclosure: There is risk in trading in equity, futures, options and ETF markets. Momentum Structural Analysis, LLC is not an investment
advisor or a commodity trading advisor. MSA reports are based upon information gathered from various sources and believed to be
reliable, but are not guoron’reed as to accuracy and comp|efeness. The information in this report is not intended to be, and shall not

constitute, an offer to sell or a solicitation of an offer to buy any security, futures contract, option or ETF or investment producf or service.

Trading in any market carries risk. Moreover, the risk of loss in trading in futures, options or ETFs sometimes can be substantial, and you
should consult with your financial advisors and Corefu”y consider whether such Trodmg is suitable for you in |ig|'1f of your financial condition.
The |everoge available to individuals ‘rrodmg s‘rocks, {u‘rures, options or ETFs can enhance that risk, and can lead to \orge losses. Past
performance of any product discussed herein is not necessarily indicative of future performance.

You should be aware that securities and futures brokers and advisors ’rypico”y chorge fees for their services. According|y, it may be
necessary for your account to enjoy substantial gains in order to realize profits net of fees.

The information contained in this report is subject to change without notice. It should not be assumed that MSA’s methods as presented will
be profifob|e or that ’rhey will not result in losses. The indicators and strategies are provided for informational and educational purposes
only and should not be construed as investment or trading advice. Accordingly, you should not rely solely on the information herein in
p|ocing any trades or moking any investment. Nor should you assume that you will be able to enter or exit markets at prices discussed in
this report. This risk disclosure statement cannot disclose all the risks and important issues regarding trading equities, futures, options or ETF
markets. You should always consult with your licensed financial advisor or other trading or financial professional to determine the suitability
of any trades or investments discussed here.




