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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: 
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Economic Calendar for Next Week: 

 

 
 

Good news – the unemployment rate fell to 4.1%, primarily due to a lower participation rate 
 
Bad news – the number of jobs came in negative, the first data point before a weaker GDP 
 
Next week is inflation, and as you can see above, the forecast is for another lower reading.  I 
think that might prove to be inaccurate as you will see below and the CPI number could come 
in slightly higher.   
 
But next month may see a much higher inflation reading, just before the next Fed meeting. 
 
What will Warsh do? 
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Here is the current “Base Effect”.  You can see that a normal size one will drop off in next 
week’s report.  This usually translates to a flat or slightly lower CPI, all things being equal. 
 

 
 
But look at commodities, especially Oil.  While it has pulled back recently, for the month of 
July that the CPI will report on, it went much higher.  I think this could result in a slightly 
HIGHER inflation reading on Wednesday. 
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After the July High on 7/15, the market sold off until Leopold’s Situational Awareness hedge 
fund lost $35 Billion in about 3 weeks.  That looks like the bottom and then we roared to new 
all time highs where the S&P is now consolidating. 
 

 
 
The technology heavy NDX is the laggard but also had an impressive move last week. 
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Stepping back and looking at a monthly chart of the SPX you can see just how bullish things 
are.  After a Red monthly bar in April, it has stayed well above the 21 MA and is right at the 
top of the upward wedge.  Wedges like this often break to the downside, but since this is a 
Monthly chart, that could still be next year.  And look at the momentum bars in the 2nd panel, 
they continue to accelerate. 
 

 
 
The ADX line in the bottom is also very bullish with the Green (Bulls) Line staying above the 
Red (Bears) line. 
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And the VIX (Fear Index) remains ridiculously low at less than 15!   
 

 
 
When the VIX starts moving higher AND there is a Green Bar, a pullback comes soon after, 
neither of those are there right now. 
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The Bullish % Index, which shows the % of stocks with bullish configurations, is above 70% 
for both the S&P and NDX.  While tops sometimes form at these levels, it is still a very bullish 
trend. 
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Key indicators: 
 

 
 
Recent efforts to save the Yen may be only temporary. 
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Weekly Performance: 
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Sector rotation – Arrow pointing up and to the right is optimal. 
 

 
 
 

Growth and Value swapped direction, at least for this week: 
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10-Minute Charts: 
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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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Real Investment Advice: 
 
AI Narrative Risk: The Hyperscaler Story Changes Again. - RIA 
 
Excerpt: 
 

From early June, the market did not fall, but went sideways. This is crucial to 
understand because an overbought tape corrects one of two ways. It can either 
drop in price or work off the excess over time. This current cycle chose time. Eight 
weeks of chop reset momentum without breaking the trend. Tuesday’s record close at 
7,736.52 confirmed buyers had finally absorbed the overhead supply. Friday extended it 
on the jobs print, and volume confirmed the move rather than contradicting it. That is 
what separates a real breakout from a squeeze. 
 
So the obvious question is whether you chase a market at record highs. History argues 
against the fear. Going back a decade, we count eleven prior cases where the S&P 
broke to a new high after at least two months without one. 

 

 
 

The downside is what surprises people. The worst 12-month outcome in that group was 
a 2.8% dip, compared with a 21% drawdown for the worst year following a random day 
since 2016. Carson Group’s work dates back to 1957, and it lands in the same place: 
stocks are higher a year after a new high roughly 71% of the time. New highs beget 
new highs FAR more often than they ring the bell at the top. 
 
None of that even remotely suggests abandoning discipline. We are extended, and the 
markets are not cheap. The index runs 10% above its 200-day average into a 
historically soft August-to-October window, and breadth is thinning again. In our equity 
models, we are staying long the trend and holding cash for the pullback that eventually 
arrives. If you are trying to add money into the markets, do that on weakness toward the 
50-day, not on strength into round numbers. 
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   AI Narrative Risk: The Cost Of Trading The Story 

 
Two weeks ago, in The AI Capex Bill Comes Due, we closed the week at 
7,411.98 with an AI capex scare and an oil shock against us. Last week, we 
asked whether the momentum crash was over. On Tuesday, the S&P 500 closed 
at 7,736.52, its first finish above 7,700. This morning, July payrolls printed at -
23,000, against expectations of +83,000. Almost nothing about the underlying 
businesses changed across those sessions. However, the AI narrative story 
changed twice. That gap is the subject of this piece because “AI narrative 
risk” has cost investors more this year than being wrong about AI ever did. 
 
Let’s dig into it. 
 
Four Obituaries And Not One Funeral 
 
First, let’s start with the overall pattern, because it is the most useful thing here. 
Over the last roughly eighteen months, the market has written the AI narrative’s 
trade obituary four separate times. Each obituary was intelligent and written by 
serious people who argued with one another with real evidence, from a widely 
cited MIT study to a $1.1 billion options position. Each one produced a violent 
repricing inside the AI complex that never became a market event. 

 

 

http://www.breakpointtrading.net/
https://realinvestmentadvice.com/resources/blog/the-ai-capex-bill-comes-due/
https://realinvestmentadvice.com/resources/blog/the-momentum-crash-is-it-over/
https://fortune.com/2025/08/18/mit-report-95-percent-generative-ai-pilots-at-companies-failing-cfo/
https://fortune.com/2025/08/18/mit-report-95-percent-generative-ai-pilots-at-companies-failing-cfo/


www.breakpointtrading.net 
 

Look at the pattern rather than any single row. Each time, the claim changes, 
whether it was the models are too cheap to justify the chips, to an 
enterprise that would never pay, to fake accounting, to stretched balance 
sheets. However, the shape never changes. Something inside the complex gets 
destroyed, and the index goes on to make new highs. 
 
Retail Bought The Story And Sold The Stocks 
Here is what turns this from an intellectual exercise into a P&L problem. Scott 
Rubner’s team at Citadel Securities tracks retail order flow, and their July data is 
the cleanest illustration of narrative risk I have seen this cycle. 

 

 
Read those rows together. Separately, they look like a sentimental story, and 
together they describe the single most expensive mistake available to an 
investor this year, which is being right about a theme and wrong about 
which part of it you own. Through May and June, retail aggressively 
accumulated semiconductor and memory names on the narrative that the 
infrastructure layer captured the value. In the final week of July, they sold those 
same names at more than five times the previous record. Days later, the 
hyperscalers rose between 4.6% and 6%, and the index closed at a record. 
 
They were not wrong about AI, but they were wrong about WHERE twice, and the 
second mistake landed at the point of maximum discouragement. That is what a 
narrative does to a portfolio. It tells you what to own without telling you what 
you are paid to own it. 
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This past week supplied the epilogue. SanDisk and Western Digital both reported 
beat-and-raise quarters on Wednesday night. Then on Thursday, SanDisk fell 
more than 6%, and Western Digital dropped 13%. Coming in, the two were up 
roughly 469% and 201% on the year. AppLovin lost nearly 20% on mixed results. 
The point here is that when a stock falls on a beat, the price is carrying the story, 
not the numbers. 

 
What Was Knowable All Along 
 
The frustrating part is that the July bear case was checkable while it was being 
made. The claim was that spending had decoupled from demand. So do the 
arithmetic. Microsoft’s commercial remaining performance obligation reached 
$678 billion. Alphabet’s cloud backlog reached $514 billion. Amazon’s reached 
$496 billion. That is $1.688 trillion of contracted revenue against roughly $725 
billion of 2026 capital spending across the four largest hyperscalers. 
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The contracted book is 2.3 times the spending it must justify, and the duration is 
short. Microsoft disclosed a weighted average duration of 2.3 years, with the 
slice converting inside twelve months growing 37% year over year. 
Alphabet expects to recognize just over half of its backlog within 24 
months. None of this required a forecast, just a reading of the disclosures instead 
of the headlines. 
Andy Jassy told analysts that “the demand we already have for 2028 is 
striking.” The return question was equally testable. Here is the point. In theory, if 
AI workloads carried structurally worse economics, a rising AI mix would 
compress cloud margins. In reality, it did the opposite. 
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Where The Profit Actually Lands 
 
So, here is where this whole AI narrative matters. The question we need to be 
asking, and understanding, is where the profit in an AI dollar actually ends up. 

 

 
 

Pay very close attention to the chart above. Currently, the hyperscalers keep 29.7 
cents of every dollar spent on AI. Conversely, the entire chip and equipment 
complex retains 26.1 cents in combined revenue, while the neoclouds retain only 
0.3 cents. 
 
That split has been roughly stable through all four narrative cycles, which is 
precisely what makes it useful. Through Tuesday, Micron was up nearly 700% 
over twelve months while Meta was down 25% and Microsoft 6%. Think about 
that, for the last eighteen months, the market bid up the 26 cents and 
discounted the 30 cents. 
The Next Narrative Is Already Forming 

 
Good Luck Trading… 
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