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TRADING NATION
North Korea could threaten China's
market rally, warns Stephen Roach
China's market rally becomes more vulnerable
as North Korea advances its nuclear program,
according to Yale University's Stephen Roach.
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A big week for US data may clash with
bullish market sentiment



The non-manufacturing report is set to come
out days ahead of the closely watched US
employment situation report.



Energy and financials on the verge of
crossing key levels. Here’s what it means



The S&P 500 has suffered a 7 to 10 percent decline in each year since

As much of the equity market marches to new
highs on Monday, I'm keeping an eye on two
groups of stocks specifically.



1995. I believe this year is no different — and that, in fact, such a decline
is around the corner.

Dow rises to record but rest of market
rolls over on tech woes

First of all, the market's strength appears to be flagging. Sure, the S&P
is up 9.2 percent this year, but more than half of that advance came in
the first two months of 2017. It is striking to note that right now the
index stands almost exactly where it found itself at the beginning of
June.
This is odd, because the fundamentals have proceeded quite well. The
improvement in earnings we saw in the first and second quarters, and
the recent better-than-expected economic data, have all become
evident after most of this year's rally had already taken place. In other
words, this is yet another example of when the market moves
differently than the way fundamentals tell us it "should" move.
But this distinction isn't encouraging; quite the contrary.
Beyond the stalling in the level of the S&P 500 itself, it is interesting to
note that the number of stocks above their 200-day moving average
has declined markedly. This tells us that the market is becoming more
"narrow" in leadership.
Even worse, we're also seeing a divergence in the breadth of the market
on days in which the S&P sees a big move. Last Tuesday, when the S&P
500 enjoyed a 1 percent rise, 4.5 stocks in the index advanced for each
that declined. Yet two Thursdays ago, when the market slid 1.5 percent,
20 stocks fell for each that rose.
And let's not forget about the macroeconomic backdrop.

The Dow notched a record closing high after
the Senate narrowly passed a major tax bill
over the weekend.
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Amazon’s amazing run is headed for trouble, technical
strategist says
With tax reform done, Wall Street bull Jeremy Siegel
thinks Dow 25K is just around the corner
The dollar took a dive on Friday, but it could catch a bid
next week
Stocks close lower after Michael Flynn report sends Wall
Street on wild ride
Brief dip aside, history suggests that big gains are in
store for the market in December
Transport stocks are on fire this week, and may be set
for more gains
Dow stock Caterpillar and two others could propel the
index to 25,000
Apple is in for a 10% year-end rally, charts suggest
When it comes to 2018 investing, ‘boring’ is better,
portfolio manager says
Dow rips 331 points higher, closes above 24,000 as
chances of Senate tax bill passing rise
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The Federal Reserve plans to begin to shrink its balance sheet, which
means there will be less liquidity in the system than there has been in
many years. As we have shown many times in the past, this liquidity has
been the key fuel for the rally over the past eight to nine years — so the



fact that it's going to be less plentiful going forward makes us quite
cautious.
With monetary policy changing, we need to see fiscal policy pick up the
slack. Although we do think we'll get some sort of tax package and
other fiscal stimulus before next year's election, it's going to be a lot
less than people were hoping for, and won't be enough to make up the
difference.
In other words, the improvement in fundamentals is already behind us.
Looking forward, several catalysts would seem to suggest that a drop is
more likely than a rise. And for close watchers of the charts, the
market's "internals" are telling us that already.





Yale’s Stephen Roach on China-U.S.
trade, North Korea and more
Stephen Roach, senior fellow at Yale
University, discusses Asian markets with Eric
Chemi.

Yale’s Stephen Roach on the recent
volatility in Chinese stocks
Stephen Roach, senior fellow at Yale
University, discusses international stock
markets with Eric Chemi.

Why the bank breakout has more
room to run
Ari Wald of Oppenheimer sees further upside
ahead for bank stocks. He and Boris
Schlossberg of BK Asset Management discuss
with Eric Chemi.
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