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Disclaimer: I am not a financial advisor, and do not make any recommendations on what to buy or sell. 

The information offered here is for educational purposes only and does not constitute financial, legal or 
professional advice.  NO ONE, including me, has any idea what the market will do. 
 
Each person must determine their own risk profile, trading/investing style and take responsibility for any 
trades they make.  Always do your own research and due diligence before making any investment decisions. 
 

Past performance does not guarantee future results! 
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Most of the charts shown in this newsletter are courtesy of StockCharts.com and can be 
found on the website shown at the top of the page.  Here is a link to the StockCharts.com 
pricing and if you sign up, I would appreciate if you used my email as a referral 
(danbyrd@comcast.net) 
 

Service Levels, Data Plans and Pricing | StockCharts.com 
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Economic Calendar for Last Week: 
 

 
 
The unemployment rate dropped lower than expected, from 4.6% to 4.4%.  In last week's 
newsletter I suggested that might be the result.  The first important report has now given the 
Fed cover to keep rates steady. 
 
The next report on Tuesday will be the CPI inflation report.  The current rate is 2.7% and I 
would not be surprised to see it drop to 2.5% next week, and then to 2.3% in the February 
report.  See below for my reasons for this. 
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Economic Calendar for Next Week: 

 

 
The odds now of a rate cut are one in January, one in June and one in December. 
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Here is the 12-month “Base Effect” for headline CPI.  As you can see, a large one will drop off 

in next week’s report, causing the rate to drop lower.  Next month’s gap that drops off is even 

bigger.  This is simply math, all things being equal, the “average” of those 12 months can 

appear to drop when a large number drops out of the calculation, like we will get next week. 

 

The other component to watch is commodities.  As you can see, while commodity baskets 

increased last month, mostly due to the increase in metals, oil and gas dropped significantly.  

This will likely lower cpi, or at least be neutral. 

Combined with the Base Effect, CPI will likely go down.  The one wild card is housing, or 

Owners’ Equivalent Rent, which typically lags and keeps inflation higher. 
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Here is the current view of S&P, Russell 2000 and Bitcoin: 

S&P and IWM are breaking out, while Bitcoin is struggling a bit. 

 

And the VIX continues to imply a calm market, still below 15. 
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There will be 2 main catalysts for the market next week, both of them starting on Tuesday.  

First is the CPI (inflation) report discussed above.  The second and important one is the start 

of earning season with banks reporting on Tuesday and Wednesday.  Here are the S&P 500 

companies reporting next week: 

 

 

Earnings for the above are generally expected to beat expectations.  If they raise guidance or 

at least don’t send out any warning signals, both of these catalysts could be quite positive for 

the market and maybe finally push the S&P up to that psychological 7,000 level. 
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Someone asked me last week how often the VIX has been below 15.  Here is a 30-Year chart 

that shows it can stay low for a long time, and has happened often.  That makes sense since 

the market generally goes higher. 

But look at how many times it has been above 30, and especially above 40.  When the VIX 

spikes like that, it is a signal that the bottom is close.  It has only been over 45 three times in 

30 years, and one of those was the April low last year! 

 

The 10-Year treasury has been stubbornly in a sideways range, even as the Fed cuts rates. 
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Weekly performance: 
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Here is a great example of rotation and improving breadth.  Every sector, with the exception 

of Technology and Utilities, were improving last week. 

 

Here is the current status of the “Leaders”, compared to the previous week: 

 

Here is a sample chart of PLTR, that changed from Green to Red this week: 
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10-Minute Charts for the Week: 
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Chart of the Week – Rotation Ratios 
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Top 10 Best & Worst Large Caps for the Week: 
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Top 10 Best & Worst Small/Mid-Caps for the Week: 
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From Real Investment Advice: 

Investor Lessons From 2025 For 2026 - RIA 

Excerpt: 

🏛️ Market Brief – Market Starts Off The Year With Sloppy Trading 

 

NOTE: There will be NO newsletter next weekend as I will be presenting at 

the 2026 Investment Summit. The full newsletter will return the following weekend. 

Thank you for your understanding, and I look forward to meeting you at the conference. 

 

The S&P 500 ended the first week of 2026 with a gain of roughly 1.1%, marking a 

positive start to the year. Notably, the index rose in four of the first five trading sessions, 

driven by strength in energy and financials, as well as a rotation into cyclical sectors. 

That rotation is something we discussed over the last several weeks, and we are now 

seeing value outperform growth as market breadth improves. 

 

 

Notably, the move came despite continued outflows from U.S. equity funds and 

underlying caution among institutional investors. Nonetheless, the performance aligned 

with the early January seasonal tendency, with the first five trading days posting a 

positive gain. As the old Wall Street adage states: “As goes the first five days of 

January, so goes the month, so goes the year.” As shown, historically, when the 

S&P 500 posts a gain in the first five trading sessions, the index ends the year higher 
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about 80 percent of the time. While not a guarantee, this early strength reflects broad 

investor optimism. 

 

Still, caution is warranted. Outflows from equity funds last week, driven by geopolitical 

risks and uncertainty around monetary policy, suggest institutional investors are not yet 

fully convinced. Which brings us to an interesting dichotomy on Friday. The reason I 

use the term “dichotomy” is that slower payroll growth (50k jobs vs. 60k 

expected) doesn’t suggest a roaring economy that can support lofty earnings and profit 

margin expectations. As shown, those expectations for profit margins are near historic 

highs and well above long-term averages. 
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However, the slower-than-expected payroll growth was viewed as easing pressure on 

the Federal Reserve to maintain restrictive policy. In other words, weaker economic 

growth equals more monetary accommodation. While it makes sense, it’s not the 

driver you want for shared economic prosperity. Nonetheless, the weak report 

bolstered rate cut expectations and supported equity valuations. 

Despite the strong open, the path forward depends on macroeconomic clarity. Inflation 

readings and the pace of labor market deterioration will drive the Fed’s policy direction. 

As of now, the S&P 500’s early gain gives bulls a slight edge, but the fundamentals 

remain mixed. 

 

Here is the status of the January Trifecta: 

 

 

 

 

 

Good Luck Trading… 
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