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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: 

 
 
Economic Calendar for Next Week:  
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Inflation is ramping up! 
 
CPI 

 
 
 
 
PPI 
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There is no probability of a Rate Cut anywhere in the near future, but there are now much 
higher probabilities of Rate Hikes! 
 

 
 
This is likely why Small & Mid-Caps are dropping faster than large caps, but it could 
eventually affect technology stocks too. 
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One other thing to keep an eye on is the Japan Carry Trade, in particular the 30-Year JGB 
(Japan Government Bond).  It is now at its highest level in decades. 
 
To get a sense for what this could mean, copy/paste the following into your favorite AI tool: 
 

What happens to US Equities if the 30-Year JGB stays above 4%? 
 

 
 
Here is an excerpt: 
 

A sustained 30-year JGB yield above 4% is a global tightening shock that 
mechanically pressures U.S. equities lower, primarily through higher U.S. yields, 
capital repatriation out of Treasuries, and a volatility-regime shift. The evidence from 
recent reporting shows this dynamic already unfolding. 
 

     Core takeaway 

If Japan’s 30-year yield stays above 4%, U.S. equities face persistent valuation 
pressure, higher Treasury yields, and reduced foreign demand, with the greatest 
downside in long-duration sectors (mega-cap tech, AI, software, biotech). This is 
because rising JGB yields pull capital back to Japan and destabilize global bond 
markets, pushing U.S. yields higher. 
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Here is what the US 10-Year looks like as of Friday, and one reason (there are many) that the 
market declined. 
 

 
 
Here is a closer look at that 2-Year Yield, that often moves before a Fed move: 
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Here is the US 10 Yr vs Japan 10 Yr.  The last panel is the most important as it shows the 
Yield Spread between the two.  If that gets too low, meaning it costs more to invest globally 
rather than in Japan, it could imply liquidity moving out of equities.  It had a key positive 
reversal at the end of the day on Friday, keep an eye on it. 
 

 
 
Notice how the US Dollar strengthens as the rest of the world weakens: 
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Here is a relative chart of various Worldwide markets vs the US Market (represented by VTI) 
 
With the exception of South Korea, the others are weakening.  South Korea (EWY) is a key 
market for the AI datacenter buildout. 

 
 

Here is a YTD performance graph making it clear that S. Korea is a big winner, with Germany 
underperforming. 
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Here is a Market Carpet of commodities as of Friday.  With the exception of Oil & Gas, they 
are all declining rapidly. 

 
 
Here is a side-by-side comparison of Gold & Oil on a Daily chart: 

 
 
Here is Gold with the bottom panel showing it is now underperforming the S&P: 
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Here is the status of the MACD Sell Signal suggested by Stock Trader’s Almanac.  It has not 
yet triggered, but the Monday after Options Expiration is typically a bearish day, so it could 
easily trigger next week. 
 

 
 

The Monday after monthly Options Expiration (OPEX) often trades weaker because 
the market is temporarily “de-pinned” after large dealer hedges disappear, removing 
artificial support that was present into expiration. Once that support is gone, dealer 
flows flip, forced re-hedging hits, and post-OPEX repositioning can create a small 
but persistent bearish bias. 
 
On OPEX Friday, stocks often “pin” to large strikes (e.g., SPX 5000) because: 
 

• Dealers hedge around those strikes 
• Market makers want to minimize gamma exposure 
• Traders close positions into the strike 
 

Once expiration passes, the pin disappears → price is free to drift, and the drift is 
often down because the prior support was artificial. 
 
The weakness isn’t because “OPEX causes selling.” It’s because OPEX removes the 
hedging flows that were artificially supporting the market. 
 
The market trades on its true supply/demand once the gamma scaffolding is gone. 
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Weekly Performance: 
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Relative Rotation - Sectors 

 
 

 
 
 
Relative Rotation - Industries 
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10-Minute Charts: 
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Risk off chart (High Yield vs S&P) is accelerating to the downside: 
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From Real Investment Advice: 
 
Market Leadership Is Narrow, Increasing Summer Risk - RIA 
 
Excerpt: 
 

🏛️ Market Brief – The Coming Reversal 

 
The S&P 500 closed Friday at 7,408.50, surrendering the historic 7,500 level it briefly 
breached Thursday and ending the week with a gain of just 0.3%. That Thursday 
intraday high of 7,517 now looks like a blow-off signal rather than a launching pad, and 
the week’s full narrative explains exactly why. 
 
The early part of the week belonged to inflation bears. April CPI surged 3.8% year-over-
year, the highest reading since May 2023 and above the 3.7% consensus, with core 
CPI rising 0.4% month-over-month and 2.8% annually. Energy drove more than 40% of 
the headline gain, gasoline prices jumped 28.4% on a 12-month basis, and real 
average hourly wages fell 0.3% annually, meaning inflation is now fully consuming 
wage gains for the first time in three years. 
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Wednesday’s PPI compounded the pain. Wholesale inflation surged to 6.0% year-over-
year in April, from 4.0% in March, with monthly PPI jumping 1.4%, the highest in nearly 
four years. Nationwide’s senior economist warned that “the jump in input prices 
portends further increases for consumer prices in May,” with CPI potentially crossing 
4% in June. The 10-year Treasury yield hit 4.49% midweek, approaching the closely 
watched 4.5% threshold, and rate cut odds collapsed to virtually zero through year-end. 
 
Thursday briefly reversed the doom loop. The S&P surged 0.8% to a record 7,501.24, 
the Dow reclaimed 50,000 for the first time since February 11, and the Nasdaq set its 
own closing record at 26,635, all driven by optimism surrounding the Trump-Xi summit 
in Beijing and Cisco’s blowout quarter, which sent the stock up 13.4% after reporting 
12% revenue growth driven by AI networking demand. 
 
The summit itself delivered more symbolism than substance. Trump and Xi held a two-
hour bilateral meeting at the Great Hall of the People, during which Xi warned that 
mishandling Taiwan would put the relationship “in great jeopardy.” Trump told Fox 
News that Xi said he would “like to help open the Strait of Hormuz” and would not 
supply Iran with military equipment, a meaningful geopolitical data point, though 
analysts cautioned a concrete breakthrough was unlikely. Tariffs on Chinese goods still 
average 47.5%, two-way trade runs at $415 billion annually, well below its 2022 peak of 
$690 billion, and the summit produced stabilization, not revitalization. 
 
Friday delivered the correction the week had been building toward. The S&P fell 1.24% 
to 7,408.50, the Nasdaq dropped 1.54%, and the Dow lost 537 points. Ten of eleven 
sectors closed red. Intel fell more than 6%, AMD and Micron lost over 5% each, and 
Nvidia dropped 4.4% as investors rotated out of the names that led the gamma-driven 
rally. The Russell 2000 fell more than 2%, its worst session since November. 
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This is precisely the setup we flagged last week. The gamma-driven squeeze that 
pushed the S&P from 6,500 to 7,517 was always a mechanical trade with a reversal 
embedded in its structure. Hot inflation, a frozen Fed, a China summit that produced no 
tariff relief, and rising Treasury yields delivered the first real test of the bull thesis. The 
7,270 gamma flip level and what cascades below it remain the key technical lines 
heading into a week anchored by Nvidia’s Wednesday earnings report after the 
close. That single print will either re-energize the AI narrative or confirm that even the 
market’s strongest pillar is not immune to a repricing. 
 

   Technical Backdrop – Friday Selloff Tests The Tape 

 
The S&P 500 closed Friday at 7,408.50, surrendering Thursday’s historic first close 
above 7,500 with a 1.24% decline. The semiconductor names that powered the rally 
became the source of Friday’s selling. Intel fell 5%, Micron 4%, AMD 3%, and Nvidia 
4.4%. From a purely technical standpoint, Friday’s reversal was the first real distribution 
day in three weeks and the mean-reversion signal we have been flagging. 
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The deviation numbers are the story. At 7.0% above the 50-DMA (6,921) and 9.3% 
above the 200-DMA (6,780), the index is stretched to a degree that has preceded 
every meaningful pullback over the past two years. The RSI, however, tells a more 
nuanced story: at 67.15, it has already pulled back below the 70 overbought threshold. 
Friday’s selloff did real work in resetting the oscillator. The MACD, while still positive at 
+1.54, has narrowed significantly from the 40+ readings earlier in the week, with the 
signal line (148.10) now nearly converging with the MACD line. A bearish crossover is 
likely on Monday, even if the market stabilizes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Good luck trading… 
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