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On the surface, the stock market environment appears to be 
improving.  The capitalization-weighted indices continue to 
trend higher off the October lows.  The S&P 500 Index is 
trending above its primary uptrend line (T1) and broke above 
resistance last week.  That level is now an important level of 
support (S1).  The index is up 11.5% year-to-date. 

 

The Nasdaq Composite Index, another capitalization-
weighted index, has also surged higher.  The index is above its 
primary uptrend line (T1) and up 26.5% year-to-date.  
However, the performance is being driven by a small number 
of technology stocks.   

 

When we look at the S&P 500 Equal-Weight Index, which 
gives equal weight to all stocks in the index, the picture looks 
very different.  The index is in a downtrend (T1) and up only 
1.5% year-to-date.  The surge in the stock market late last 
week pushed the index above T1 for the first time since the 
downtrend started. However, it is too early to tell if this is the 
start of a new uptrend.     

 

The BAML High-Yield Master II Index (junk bond index) briefly 
broke below its narrow trading range early last week before 
shooting back up to the top of that range on Friday.  A break 
above the top of the trading range would be encouraging and 
might indicate that the balance between buyers and sellers 
has shifted.   

The cap-weighted indices are a bit overbought.  One healthy way to work off that overbought condition is a rotation out of 
the high-flying tech stocks into other sectors of the market.  We started to see a little bit of that on Friday.  With the debt 
ceiling bill now behind us, investors will likely focus on incoming inflation data, changes to monetary policy and the potential 
for a recession.  It is unlikely the Fed will raise rates at the June FOMC meeting, but markets are now predicting another hike 
at the July meeting.  The RGB Core strategies remain lightly invested.  If the market environment continues to improve, I will 
adjust our holdings accordingly and reduce our emphasis on risk management.  The Flex+ strategy remains fully invested.   

RGB Perspectives is provided for general information purposes only.  It does not constitute an offer to sell or a solicitation to buy a security and is not an offer 
to provide any specific investment advice. Securities held in the RGB models are subject to change without notice. Past performance is not a guarantee of 
future performance. It is not possible to invest directly in an index. Individual account results will vary from RGB models due to timing of investment, amount 
of investment and actual securities used.  Advisory fees are deducted within the first month of the quarter for the prior quarter.  Most data and charts are 
provided by www.fasttrack.net or www.stockcharts.com .  RGB Capital Group contact info: (858) 367-5200. Email: info@rgbcapitalgroup.com 
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