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Canadian equities appear to have entered into a new stealth bull market with a cyclical rally apparently 
having begun on April 28, 2016. The potential reasons for this occurring are as wide and varied as the 
pundits’ opinions on whether or not there is a new bull market. Of course this is what makes a market; 
differing points of view and the gumption to stand up for your opinions and investing accordingly. The 
rational for the current signal comes from the archaic world of technical analysis. 
 
Technical analysis adds a new dimension to the traditional methods of fundamental stock analysis. It is 
a discipline used for forecasting the direction of stock prices through the study of past market patterns, 
primarily price and volume information. The reason for the current optimism is a little known technical 
indicator first created in Japan 50 years ago, the Golden Cross. 
 
A Golden Cross develops when a shorter term moving average rallies to cross above a longer term mov-
ing average which has turned positive and is moving upwards, such as when the 50 day moving aver-
age of the S&P/TSX Composite Index crosses above its 200 day moving average. As long term indica-
tors carry more weight, the Golden Cross indicates a bull market is on the horizon. Like most technical 
analysis signals, Golden Crosses can be excellent at predicting where a market is headed.  Being able 
to successfully take advantage of these signals is what makes a clever and observant investor. 
 
A Golden Cross indicates that the upside momentum may persist. Even though the Golden Cross is 
defined by what happened in the past, many see it as a forward looking indicator as its track record as 
a harbinger of higher stock 
prices is clear. Since 2000 
there have been four dis-
tinct instances in Canada 
when the Golden Cross has 
occurred (2003, 2009 and 
2012) and now. Of course, 
periods of downward stock 
prices can also be observed 
when the 50 day moving 
average crosses below the 
200 day moving average 
(2000, 2008, 2011 and 
2014) as can be seen in the 
chart to the right and the 
data to the left which shows 
the percentage change in 
the index between these 
periods. 
 
A Golden Cross is not intended to pinpoint the absolute top or bottom of the market. It provides a signal 
that indicates a trend is changing and implies a potential future direction for the market. As an investor, 
you should be investing for the long-term, but sometimes you need a spark to push you in the right di-
rection. 
 
Many skeptics believe that the Golden Cross and other technical indicators are simply wishful thinking 
while others live and die by them.  The reality is likely somewhere in between. The usefulness of this 
type of indicator is left to the interpretation of advocates of various investment philosophies, but it is 
important to be cautious. One of the reasons why technical indicators such as the Golden Cross garner 
so much attention is because they can become self fulfilling prophecies if enough investors follow 
them. And plenty do which may explain concepts such as momentum or the speed at which a rally or 
sell off occurs. When you roll a boulder down a hill, you do not want to be in front of it, so take technical 
indicators as a sign that selling momentum is shifting and you might just avoid getting flattened. 

“A Golden Cross indicates 
that the upside momentum 

may persist.” 

In Canada there have been four times since 2000 when a golden cross 
occurred to the upside. This is observed when a 50 day moving average 

crosses above the 200 day moving average while the longer term moving 
average is positive and moving upwards. 

A golden cross can signal both 
an upward and a downward 

direction for the stock market. 
This table shows the direction, 
date and subsequent return of 
the S&P/TSX for the 8 golden 

cross inflection points that 
have occurred since 2000.  
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S&P

TSX Date % Change
9,024  24-Nov-00

6,742  16-May-03 -25%

13,531  27-Aug-08 101%

10,477  04-Jun-09 -23%

13,234  12-Jul-11 26%

12,370  01-Oct-12 -7%

15,015  24-Nov-14 21%

13,886  28-Apr-16 -8%

    Inflection Points
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This report may contain forward looking statements. Forward looking statements are not guarantees of future performance as actual events and results could differ materially 
from those expressed or implied.  The information in this publication does not constitute investment advice by Provisus Wealth Management Limited and is provided for infor-
mational purposes only and therefore is not an offer to buy or sell securities.  Past performance may not be indicative of future results. 

 
While every effort has been made to ensure the correctness of the numbers and data presented, Provisus Wealth Management does not warrant the accuracy of the data in 
this publication.  This publication is for informational purposes only. 
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Index Total Returns (%) (C$) Bond Total Returns (%) - DEX Indices
1 Month 1 Year 5 Years 1 Month 1 Year 5 Years

S&P TSX 3.7 -5.4 3.0 Universe -0.1 2.1 5.0 2.02

S&P TSX High Dividend 3.0 -8.7 4.3 Short Bonds -0.1 1.4 2.7 1.30

S&P TSX Small Cap 12.4 1.2 -2.6 Mid Bonds -0.4 2.9 5.7 1.96

S&P TSX Preferred Shares 3.0 -12.8 -1.3 Long Bonds 0.3 2.4 8.0 3.01

S&P 500 -2.8 5.2 18.1 Federal Bonds -0.7 2.0 3.9 1.22

Russell 2000 (US Small Cap) -1.6 -3.4 12.4 Provincial Bonds 0.1 2.1 6.2 2.32

MSCI EAFE -0.2 -5.2 8.9 Corporate Bonds 0.5 2.2 5.2 2.66

MSCI World -1.5 0.3 13.5 Real Return Bonds 0.4 -0.5 4.0 0.31

MSCI Europe -1.3 -9.0 4.6 91 Day T-Bills 0.0 0.5 0.8 0.56

MSCI Asia 0.2 -9.4 4.3
MSCI Emerging Markets -2.8 -15.8 -0.4 Barclays Aggregate Bond (US$) 0.4 2.7 3.6

Currencies: US$ 3.2 -3.4 -5.7 Commodities: Index 10.1 -29.3 -16.5
  (%) (C$) EURO -2.7 5.7 0.4   (%) (US$) Oil 13.9 -23.0 -16.5

GBP -1.3 -1.4 3.0 Gold 3.8 8.9 -3.9
YEN 1.7 13.5 0.0 Wheat -0.3 -12.5 -11.2
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1 Month 1 Year 5 Years 1 Month 1 Year 5 Years 1 Month 1 Year 5 Years

Consumer Discretionary -1.9 -4.9 11.2 6.3 0.1 5.3 14.4 12.3 -0.9 -14.9 2.3 13.2

Consumer Staples -5.6 12.5 19.6 2.4 -1.5 7.9 10.5 9.2 0.3 1.9 4.9 11.0

Energy 8.4 -21.0 -11.6 21.6 8.7 -16.7 -3.4 7.9 8.5 -17.4 -9.9 5.6

Financial Services 2.3 -2.3 4.8 36.1 3.3 -3.6 7.3 15.8 3.0 -19.7 -3.3 25.7

Health Care 5.2 -27.4 10.0 6.0 2.9 -2.7 14.6 15.9 3.7 -8.5 7.0 11.7

Industrials 2.9 -7.4 8.0 8.3 0.8 1.8 7.8 10.5 2.2 -6.8 -0.7 12.6

Information Technology -6.5 -2.7 8.6 2.3 -5.5 -1.7 10.1 20.1 1.0 -7.8 0.1 4.9

Materials 20.0 4.1 -11.5 10.5 4.9 -6.4 3.0 2.6 8.1 -16.0 -9.7 7.5

Telecommunication -2.8 11.3 8.4 4.5 -3.1 4.4 4.5 2.5 1.5 -5.6 0.3 4.5

Utilities -1.1 -4.2 0.3 2.0 -2.4 9.4 7.9 3.2 2.1 -5.4 -5.5 3.3

Growth Index 1.3 -13.8 0.7 -1.3 0.0 10.0 1.6 -7.3 0.7
Value Index 3.6 -4.6 0.7 1.9 -2.4 7.1 0.0 -23.6 -4.9
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Index Charts

12 Months ending
April 2016

Grey shaded areas 
indicate periods of 
stock index decline.


