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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 
 

 

http://www.breakpointtrading.net/
mailto:danbyrd@comcast.net
https://stockcharts.com/pricing/index.html


www.breakpointtrading.net 
 

Economic Calendar for Last Week: 

 
 

Jobs next Friday and Unemployment Claims continue to drop 
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Economic Calendar for Next Week: 
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The S&P still solidly bullish, although with a spinning top, potential reversal on Friday.  Not a 
single Red bar since the 3/30 bottom! 
 

 
 

Same thing with the Nasdaq 100… 
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Of the various industry groups, Software is making a major move, including Cyber Security 
and Cloud.  Software has been lagging YTD, but look what it has done in the last 3 months. 
 
Interestingly, the best performer YTD has been Space Exploration, even better than Semis, 
although it took a hit on Friday with the Blue Origin explosion. 
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Oil: 
 

 
 
Gold: 
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10-Year Yield: 
 

 
 
 
US Dollar: 
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YTD Performance of Bitcoin, Semiconductors and Software: 
 

 
 
 
Semiconductors correlated with Software: 
 

 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

Monthly status of the Dividend Portfolios found on the website in the Portfolios tab: 
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Weekly Performance: 
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Rotation Graphs:  EVERYTHING is rotating lower except Technology! 
 

 
 
 
Rotation of Growth vs Value: 
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10-Minute Charts: 
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Volatility is super low (at almost 15) as is the Put/Call Ratio, implying that no one thinks the 
market will ever go down and no one is hedging their positions.  This is fine as long as it 
keeps moving higher, but a sudden selloff could spark the flames of a raging decline. 
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Top 10 Best &  Worst Large Caps for the Week: (Note the Software names) 
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Top 10 Best & Worst Small/Mid-Caps for the Week: 
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As a follow-up to my  YouTube video last week on TokenMaxxing and the exploding cost of 
AI, here is yet another article that came up today.  You can view my video HERE. 
 
What smart people are saying about AI costs: 'Where's the revenue?' 
 
 
From Real Investment Advice: 
 
Parabolic Semiconductor Rally: What Breaks The Trade? - RIA 
 
Excerpt: 
 

🏛️ Market Brief – AI Validation Fuels A Ninth Weekly Advance 

The headline tape made fresh history. The S&P 500 closed Friday at 7,580.06, finishing 
up 1.43% on the week and posting its ninth consecutive weekly gain. That’s the longest 
weekly winning streak since 2024, and only the 5th time since 1965 that has occurred. 
While markets previously saw weakness following such streaks, the 24- and 52-week 
outcomes were primarily positive, except in 1989. 

 

 
 

However, the Russell 2000 actually fell 0.59% to 2,919, a reminder that the small-cap 
participation everyone hoped for in March still hasn’t shown up despite the megacap rip. 
Underneath the headline, the dispersion that’s defined this rally has only widened. 
Technology and financials carried Friday’s tape while energy lagged on falling crude. 
 

   The Parabolic Semiconductor Rally 

 
Previously, we laid out the case that market leadership is narrow, increasing summer 
risk. This week I want to focus the lens on Friday’s Daily Market Commentary 
topic: “The parabolic semiconductor rally.” That short commentary generated several 
questions that deserved a more complete response. So, I want to use 
today’s BullBearReport to expand on my thoughts on the trade: it’s not just leadership; 
it’s nearly the entire trade. 
 
The sector we want to focus on today is the parabolic semiconductor sector, for which 
we will use the VanEck Semiconductor ETF (SMH), which closed Friday at $598, 
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putting it 168% above its 50-month moving average. That is the most extreme deviation 
from trend in any major sector ETF on record. The setup is unique, and the asymmetry 
has turned against holders. Here’s why semis could break first, and how to position 
accordingly. 
 
The standard measures of stretched are useful, but they understate what’s happening 
in semiconductors. Bank of America’s technical desk flagged the SMH weekly RSI 
above 80 for two consecutive weeks, an all-time high reading and only the fifth such 
instance since 2012. The fund trades roughly 150% above its 200-week moving 
average, exceeding the prior peaks of 100% to 108% set in 2021 and 2024. Both of 
those readings preceded drawdowns of more than 30%. 
However, the cleanest single picture is the 50-month moving average. The 200-month 
MA at $88 is too far below the current price to be a useful mean reversion target. The 
50-month MA at $224 is the actual trend that has tracked semis through every cycle 
since 2002. 
 

 
 
Today, SMH sits 168% above that line. The prior peak deviation was 95% when the 
same parabolic semiconductor surge occurred in 2021, and that move resolved in a 
49% drawdown over the following twelve months. By comparison, today’s reading 
nearly doubles the prior record. 
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The picture is unambiguous. Today’s reading isn’t part of the historical range. It is the 
historical range plus an additional 70 percentage points of overshoot. Mean reversion to 
the 50-MMA from $598 to $224 implies a ~63% price decline. That’s not a forecast, just 
arithmetic. 
 
The question is what would cause such a mean-reverting event? 
 
The Customers Are Five Companies 
 
Every parabolic move eventually runs into a customer concentration problem, and the 
semiconductor rally has the most extreme version I’ve seen in my career. The entire AI 
infrastructure thesis rests on five hyperscalers continuing to underwrite the buildout. 
Microsoft, Meta, Amazon, Google, and Oracle account for the overwhelming majority of 
demand for forward AI chips. Their combined 2026 capital expenditure is projected 
above $800 billion, and the SMH basket is priced for that number to keep 
accelerating into 2028. 
 
Importantly, the dependency runs in only one direction. The hyperscalers can throttle 
capex at will. They have the cash flow, the balance sheet flexibility, and shareholder 
bases that increasingly want to see returns on the prior years’ spending. Semiconductor 
names cannot create demand in a reciprocal manner. They are at the mercy of the 
hyperscalers’ ongoing spending commitments. Therefore, the moment any single 
hyperscaler tempers forward capex guidance, the bid under Nvidia, Broadcom, AMD, 
and Micron evaporates instantly. 
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The customer dependency runs five-to-one, and the supplier dependency is even 
tighter. Notice in the diagram above that more than half of SMH is exposed to four 
names that all rely on the same five buyers. There is no diversification inside the 
basket. If hyperscalers throttle, the entire ETF moves together. 
 
“When 73% of professional money managers sit on the same side of a trade, the 
marginal buyer is already in. There is no second leg of buyers waiting to bid the 
dip.” Bank of America’s May Fund Manager Survey identified long global 
semiconductors as the most crowded trade on Wall Street at a record 73% 
reading. 
 
The answer to why the parabolic semiconductor move has been so sharp, and why 
fundamentals do not seem to matter, comes down to a single word:  
 
Gamma. 
The Gamma Squeeze Is Doing The Work 
 
The fundamental story explains why semis are extended. It doesn’t explain why the 
move went vertical over the last six weeks. That mechanical acceleration is a textbook 
gamma squeeze, and understanding the plumbing matters because the same 
mechanism that drove the move up is what makes the unwind violent on the way down. 
The chain of events is straightforward. Retail and momentum traders pile into short-
dated call options on Nvidia, Broadcom, and SMH. Dealers who sold those calls are 
short gamma and must buy the underlying stock to stay delta-neutral as the price rises. 
Their hedging buys push the stock higher, which forces more hedging, which pushes 
the stock higher still. The feedback loop runs until call buying stalls or expiration 
removes the options from the dealers’ books. 
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The mechanics of this particular parabolic semiconductor advance are symmetric, and 
that’s the danger. Every share that dealers were forced to buy on the way up 
becomes a share they’re forced to sell on the way down. The buying and selling 
aren’t driven by fundamentals. They’re driven by hedging discipline against a 
derivatives book. When the catalyst hits, whether it’s a guidance disappointment, a 
hyperscaler capex cut, or simply monthly options expiration removing the gamma 
support, the loop reverses. 
 
An additional wrinkle makes the unwind worse than the rally. Once stocks start 
falling, put buying replaces call buying. Dealers are now short put gamma and must 
sell stock as prices fall to stay hedged. The selling begets more selling, just as the 
buying begets more buying. We saw this exact pattern in the August 2024 unwind, 
when SMH dropped 34% in roughly six weeks despite no change in the underlying AI 
demand thesis. The fundamentals weren’t worse. The gamma was gone. 
 
For positioning, the gamma backdrop changes how you think about hedging. Buying 
puts after the move starts is expensive because implied volatility has already expanded. 
The cheap insurance is bought before the unwind. That window is open today, but there 
is a high probability it will close after Broadcom reports earnings on Thursday if their 
guidance disappoints. 
 
History Doesn’t Repeat, But It Rhymes Loudly 
 
Every prior parabolic semiconductor move resolved the same way. The 2000 dot-com 
peak gave back 82%. By 2008, the GFC drawdown cost another 52%. In 2018, the 
trade war pulled the index back 30%. Then the 2022 rate-shock cycle delivered a 49% 
peak-to-trough decline, followed by a 34% reset during the 2024 August unwind. None 
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of these were forecast in advance. Each was justified by a “different this time” narrative 
right up until the moment it wasn’t. 
 

 
 
The 2000 entry on the chart matters most. That parabolic semiconductor move featured 
the same combination of features that defines today’s landscape: a “different this 
time” narrative built on a real technology transition, and a concentrated trade among 
professional investors. The post-peak drawdown was 82%, and SMH itself took roughly 
9 years to recover to its prior high from the 2008 trough, which compounded the 
damage. The current setup doesn’t have to deliver that outcome. However, the prior 
parabolic peaks all delivered something materially worse than the typical correction. 
The current setup is more extreme than any of them, not less. 
 
What Should Investors Do Now 
 
Here’s the problem with selling a parabolic semiconductor move outright. Parabolic 
moves run further than anyone thinks possible before they break, and the final leg often 
delivers the largest gains of the entire move. Outright shorting is a way to get “carried 
out on a stretcher.” We saw it in 1999, and then the same trap caught short sellers in 
2021, and again in early 2024. The discipline is to manage the asymmetry of the move, 
not to predict the top. 
 
Specifically, here’s the playbook we’re applying in the model portfolios this week. 
 

(For the rest, read the article in the link above) 
 
 
 
Good Luck Trading… 
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