Harry's Take

May 20, 2025

The Russell 2000 Divergence Continues, Hence, Still Bearish

In the Juneissue | will look again at the long line of successive tops that are
pointing to a major long-term top in stocks, not just another correction
ahead. One of the most classic is simply when the small cap stocks do not
confirm a new high in the longer-term indices. The Russell 2000 just recently
retested its top of 2,459 way back on November 8, 2021. It only made a very
slight new high at 2,466 on November 25, 2024, and has fallen as low as
1,733 since on April 8.

Russell 2000 Fails to Make Real New Highs; Hence, Still in Divergence
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There are many divergences building, but this is the most classic and visible.
Until the Russell 2000 can break convincingly above 2,466 it’s best to
continue to assume that a major long-term top is in process here and it will be



followed by a major crash, not even one of those 20%+ corrections that we
get at least once a decade.

The first sign would be if the current rally can break back convincingly above
the May 15 high of 2,115...

More in the June issue.

Harry

Got a question or comment? You can reach us at info@hsdent.com.
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