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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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After recovering from the pullback early last week, the market rose higher, but did not make a 
new high.  This is a very important point for the market as last week’s selloff created a 
potential “lower low”.  If it can’t break to new highs and continues to reverse from here, it will 
then create a “lower high” and those are the ingredients for a new downtrend. 
 
Also, momentum has been in a bearish, negative divergence since last summer and the PPO 
line is getting very close to zero.  This may be the last, best chance for the market to push 
higher, but if it makes a lower high, then the odds of a further decline increase. 
 

 
 
The good news is that the VIX is back below 17, but wouldn’t take much to push it back up 
into bearish territory. 
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I have talked in the past about the Japanese yields rising and how it “could” affect the US 
market.  Here is the 30-Year Japanese Government Bond from last week.  Notice how it 
spiked briefly to almost 4% before pulling back.  If it continues on that trend, it is a warning 
sign for the markets. 
 

 
 
Here are the results of a question I asked CoPilot (aka ChatGPT): 
 
Microsoft Copilot: Your AI companion 
 
 
 
Here is the current spread between the US 10-Year and Japan 10-Year.  If the spread 
continues to tighten, things will start breaking. 
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And look what the market internals are telling us.  Caution signs have been up since YTD. 
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Here is a zoomed in view of the Momentum portion of the above chart.  It takes a lot for it to 

turn negative. 

 

The Bullish % Index for NDX is now negative: 
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Weekly Performance: 
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Sector Rotation: 

 

 

Growth vs Value Rotation: 
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10-Minute Charts for the week: 
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The following are on BOTH the Short Squeeze list (15%+ of the float is short) AND the 

Relative Outperformers list.  This full list of 102 stocks is on the website. 
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Top 10 Best & Worst Large Caps for the Week: 
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Top 10 Best & Worst Mid/Small-Caps for the Week: 

 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

From Real Investment Advice: 

Investment Risk Is Underappreciated - RIA 

Excerpt: 

   Investment Risk Is Underappreciated 

There’s an old parable worth remembering, especially when it comes to investment risk 

and the markets. Once upon a time, there was a young shepherd who was tasked with 

watching over a flock of sheep. Eventually, bored and craving attention, he runs into the 

village shouting, “Wolf!” The villagers drop everything to help, only to find there’s no 

danger. He laughs, amused by everyone’s reaction. Later, he does it again. Once 

again, the villagers fall for it. Unfortunately, when a wolf does indeed appear, he cries 

for help. But not wanting to be fooled again, the villagers ignore him, and the flock is 

quickly slaughtered. 

The lesson is simple: lie often enough, and no one believes you when it 

matters. In investing, we see this regularly with pundits and YouTubers who continually 

claim that market crashes and devastation are imminent as the bull market continues its 

climb. Eventually, those individuals get tuned out. It is the same with permabulls who 

see upside in every dip. When the real turning point comes, few are listening. That’s 

how risk blindsides the crowd. 

The financial markets do one thing very well: lull investors into a false sense of security 

and complacency. Rallies stretch longer than logic allows, optimism builds on hope 

rather than data, and eventually risk becomes ignored, just as the boy who “cried 

wolf.” Today, investors are leaning hard into a bullish narrative, while ignoring key 

warning signs, from slowing earnings to inflated valuations. The market’s investment 

risk profile is rising, but few are listening. 

Earnings and Profit Margin Expectations Are Very Optimistic 

Recent quarters have delivered strong earnings surprises, but much of that upside 

came from aggressive cost-cutting and financial engineering rather than organic 

revenue growth. We can see this in the breakdown of earnings between accounting 

gimmicks and actual revenue growth. 
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As shown below, Wall Street is increasingly confident of earnings growth in 2026, with a 

faster growth rate than in any of the last several years. 

 

 

However, consumer demand is softening, input costs are sticky, savings rates are 

declining, and employment remains weak. Furthermore, the post-pandemic pricing 

power that companies once enjoyed is now fading. That certainly isn’t the recipe for a 

rather exuberant surge in earnings, particularly when earnings are already very 

deviated above the historical growth trend. 
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Despite the obvious risk, investors are treating earnings as a certainty rather than a 

variable. However, that assumption breaks down quickly when growth slows and 

margins compress. Currently, many Wall Street analysts have been slow to lower 

earnings estimates. While that is typical, the investment risk to individuals is that by the 

time revisions hit the wires, markets have already adjusted. This lag creates a false 

sense of security. Therefore, if earnings begin to disappoint in the next few quarters, 

stocks priced for perfection will get punished. 

The same analysis applies to corporate profit margins, which expanded massively 

during the stimulus-driven recovery. However, despite the reversal of that stimulus, Wall 

Street expects profit margins to surge to record levels in 2026. While during the 

pandemic, companies could raise prices while holding labor and input costs low, that 

cycle is reversing. Wage inflation remains sticky, and commodity costs (silver, copper, 

and other metals) are surging. With companies now competing more on price again, 

profit margins are an investment risk that shouldn’t be dismissed. 
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While the bullish consensus is, well, very bullish, companies can’t maintain wide 

margins if they can’t pass along cost pressures. Is this guaranteed to happen? No. 

However, investors betting on sustained profitability could be caught offside given that 

the markets are priced for perfection. Of all the investment risks, this is one of the 

clearest red flags being ignored right now. 

The Reflation Narrative Is Built on Assumptions 

As I discussed at the 2026 Investment Summit last weekend, the prevailing market 

narrative is simple: inflation is falling, the economy is growing, and central banks will 

continue to cut rates. In other words, 2026 is a year of “reflation.” However, none of 

these assumptions is guaranteed. Inflation is proving sticky, central banks are closer to 

pausing rate cuts, and, most importantly, economic growth is currently a function of 

one-off issues, as David Rosenberg recently noted. 
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Furthermore, the labor market remains tight, and consumer spending is uneven, with 

the top 10% of income earners accounting for nearly 50% of spending. 
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While markets tend to move ahead of policy, the investment risk arises when policy 

doesn’t match the forecast. If the reflation narrative takes hold and economic growth 

increases, inflation will likely rise. Such would put the Federal Reserve in a difficult 

position. If the Fed pauses, or worse, lifts rates as a response, the equity risk 

premium shrinks. That means valuations must adjust downward, and investors 

believing in a smooth landing and a quick pivot to rate cuts are leaning too far into 

hope. 

Valuations Are Still Stretched 

Of course, this ties back to the one investment risk that is well known, and currently 

ignored: Valuations. Valuations are the “boy who cried wolf.” For several years, Wall 

Street, YouTubers, and the media have all decried valuations as expensive, predicting 

an imminent correction. Unfortunately, valuations don’t work that way. Now, after 

several years of false alarms, investors feel valuations are “the boy who cried wolf.” 

However, valuations are the one investment risk that should not be ignored, but 

understood. As discussed previously, valuations are a terrible timing indicator, but 

rather a measure of sentiment in the near term. The current trailing twelve-month price-

to-earnings ratio sits at 26, near historic extremes. The Shiller CAPE ratio, which 

adjusts for inflation and smooths cycles over a decade, stands near 39. Forward P/E 

estimates for 2026 earnings are in the 23 range. By almost every measure, equities are 

priced at levels that historically limit future returns. 
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However, this is also the investment risk that investors need to prepare for. At current 

valuation levels, stocks don’t need a crisis to fall; they only need 

disappointment. If growth falls short, or if the Fed doesn’t deliver the cuts the market 

expects, equities face pressure. In other words, a “recession” is not the risk; it is 

just anything that is “less than perfect.” 

 

 

 

 

Good luck trading… 
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