
Brief Update for Gold, Biotech, REITs and Utilities 

The Gold SPDR (GLD), Gold Miners ETF (GDX) and Silver ETF (SLV) remain with bullish
continuation patterns and bounced over the last few days.

The Healthcare SPDR (XLV) continues to hold above its resistance zone and bounced on Monday
with biotechs leading the charge. The Biotech ETF (IBB) and Biotech SPDR (XBI) made big
moves and finally broke out of their falling channels to signal an end to the corrections.

Elsewhere, I am also watching the 20+ Yr Treasury Bond ETF (TLT) and the bond proxies,
which moved on Monday. TLT was flat, but the Utilities SPDR (XLU) advanced and the Real
Estate SPDR (XLRE) was up 2.45%, the most since July 1st. The cup remains half-full for
XLRE and IYR because they have Bollinger Band breakouts and are above their 200-day SMAs.

Arthur Hill, CMT
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46.02%breakout

A mean-reversion setup remains in the making as GDX retraced 

around 50% of the prior 46% advance. This is the classic two 

steps forward and one step backward. The blue arrows show 

price testing the mid August low (support) as the pennant 

unfolds and RSI bounces off the 40-50 zone (mildly oversold). 

GDX bounced off the 40 area over the last five days and a 

breakout is in the making. 
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23.56%
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GLD also has a bullish continuation pattern working (small 

falling wedge) and RSI is bouncing off the 40-50 zone (mildly 

oversold). Using closing prices, a close above 185 would 

trigger a breakout. 

The only caveat is that GLD and SPY are moving in sync 

lately and weakness in stocks could weigh on gold. Also note 

that SPY and the Dollar are negatively correlated right now 

and weakness in stocks could lift the Dollar. 

Despite this intermarket shenanigans, I will focus on the 

chart for the underlying first and foremost. GLD has a bullish 

continuation pattern working and a breakout would be 

bullish. 
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72.69%

breakout

breakout

SLV is pretty much GLD on 

steroids. Expect bigger swings 

and over-reactions.  
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breakout

Healthcare stocks perked up with biotechs leading the pack. XLV is 

still bullish overall and getting a bounce off the breakout zone, which 

turns into support (102-105). The ETF is above the rising 200-day and 

StochClose remains above 80. RSI fell to around 40 and bounced the 

last two days. 
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broken resistance turns into support
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breakout

pennant (bullish 

continuation pattern)

flag (bullish 

continuation pattern)

IHI broke out of a flag in mid August, surged 

above 310 and then got hit hard with the rest of 

the market. The ETF hit support from the 

August lows and RSI hit the 40-50 zone. IHI 

bounced to keep the flag breakout alive. 
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channel 

breakout

breakout
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Biotechs stole the show after GILD announced a big $21 billion bid for 

IMMU. This news boosted the entire sector on Monday. IBB fell back to a 

support zone marked by prior resistance and the June lows. The decline 

also retraced 33-50% of the prior advance, which is typical for corrections 

within a bigger uptrend. IBB reversed the falling channel with a gap and 

breakout. This signals a continuation of the bigger uptrend and projects a 

move to new highs. Friday's close now marks first support. Chartists can 

also consider apply a Chandelier Exit to trail a stop.   
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As noted before, corrections are like a piece of string. We never know how 

far they will extend. In addition, we do not know how long they will last or 

what shape they will take. We have an idea, but no two corrections are 

the same. 

In general, I look for falling flags, flag flags and pennants for very short 

corrections (1-4 week). Falling wedges and channels for longer corrections 

(4-12 weeks). A correction typically retraces 33 to 67% of the prior 

advance with 50% being the base case. 

A decline is considered corrective as long as the longer-term evidence 

remains bullish. IBB and XBI recorded new highs in mid July, both were 

above their rising 200-day SMAs and StochClose was on an active bullish 

signal. The corrections extended 38 days or 8 weeks. 
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The cup is still half-full for TLT because it is well above its 

rising 200-day. Also note that TLT is outperforming SPY 

here in September. TLT broke out of a falling wedge on 

2-Sep, but fell right back below the breakout. 

Getting real granular, a smaller falling wedge formed and 

TLT broke out of it on 10-Sep. I still consider TLT bullish 

as long as 161 holds. A move higher in TLT could also lift 

bond proxies (XLU, XLRE)
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IBB and XBI were leading from June 19th to July 20th and then turned 

into short-term laggards the last four weeks. Both retraced 50-67% of 

the prior advance and returned to the breakout zone (throwback). RSI 

also dipped into the 40-50 zone to become mildly oversold. IBB even 

dipped below 40. The pullbacks are considered bullish corrections. 

Watch 135 for a breakout in IBB. 

XLU broke out and fell back along 

with TLT. The flags lows held and I 

consider the breakout bullish as long 

as these lows hold. RSI is also 

bouncing off the 40-50 zone. 
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breakout

XLRE and IYR broke out with surges in mid July 

and then moved sideways. There was no follow 

though and both remained below their June 

highs (underperforming). The breakouts, 

however, are largely holding with the green 

shading marking support. 

Bollinger 

Band squeeze
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breakout

Bollinger 

Band squeeze
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