
www.breakpointtrading.net 
 

Newsletter for Week Ending 2/6/26 

 

 

 

http://www.breakpointtrading.net/
https://www.youtube.com/channel/UCqXRc4FJdhjz1ImXWwsrwSw


www.breakpointtrading.net 
 

 

 

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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Biggest news last week was the JOLTS number showing a marked decrease in the number 
of Job Openings.  This could be an early warning for the jobs number that is delayed and will 
be reported next Wednesday, the same day as the inflation (CPI) report.  We’ll look at both of 
those below this week. 
 

 
 
Still looking like just 2 cuts this year, with the next one in June. 
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Here is the historical view from Stock Trader’s Almanac. 
 

 
 

First the jobs report.  Here is what the recent jobless claims look like.  Rising, but still withing 
previous levels. 
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Here are the Continuing and Initial Claims, with Initial Claims falling faster than Continuing 
Claims.  Both are declining: 

 
 
Based on the above, I expect the Unemployment Rate to be flat or slightly down. 
 
The Base Effect has a large data point dropping out of the 12-month average, which “should” 
result in CPI dropping, as it did last month.  However, commodities may damper that (see 
next chart).  The next 3 months, and especially the April report, may show it rising again. 
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Commodities: 
 
All higher, especially Oil & Gas in January.  This could push the CPI higher, or at least flat for 
the month. 

 
 
Here’s what liquidity looks like, with the US Dollar and 10-Year flat to down, but Oil and 
Commodities spiking higher. 
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Take a look at this Monthly chart that shows what happens when XLP (Staples Sector) vs 
SPY (S&P) spikes higher off of a bottom.  Notice the S&P in gray in the background. 

 
 
Here are the 4 major indexes side by side.  None are breaking out (yet): 
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Weekly Performance: 
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Notice XLK, XLC & XLY (the 3 “aggressive, growth” sectors are all reversing toward Lagging. 
Even with the one day huge rally on Friday, there is still a LOT to get back to a bullish trend. 
 
Here is this week’s “Following the Leader’s” view – the charts are on the Website: 
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Here are the Sectors with their Bullish Percent Index charts.  Basically the % that are in 
Bullish Configurations.  Above 0% (Pink Center Line) is bullish. 
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10-Minute Charts for the Week: 
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The VIX: 
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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: 
 
Technology Stocks: Dead Or An Opportunity? - RIA 
 
Excerpt: 
 

🏛️ Market Brief – Market Volatility Returns 

Markets stumbled into February, a historically weak month. February tends to deliver 
modest returns, with average performance trailing the stronger gains typically seen in 
January and March. Seasonal tailwinds, such as earnings season and new-year fund 
flows, begin to fade, while macro headwinds, such as tightening liquidity or policy 
uncertainty, often reemerge. February also lacks the retail-driven momentum of the 
holiday season, leading to lower volume and more volatile price action. Investors should 
be cautious, as February has a track record of chopping sideways or pulling back 
before spring’s broader recovery patterns take hold. 
 

 
 

The good news is that both the first 5 days and the month of January were positive. As 
shown, when January’s performance is positive, the rest of the year has been positive 
87% of the time. However, that does not mean there can’t be bumps along the way. 
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Returning our focus to this past week, it was Technology stocks that led the decline, 
along with precious metals, particularly silver, and cryptocurrencies. While headlines 
suggested a combination of earnings guidance and rising capital spending triggered the 
sharp reversal in sentiment, it was most likely margin calls from leveraged longs in the 
metals and crypto markets that bled over into the stock market. 
 
While the decline in the technology stocks was notable, the earnings reports were very 
strong and certainly didn’t justify the price declines. For example, Alphabet (GOOG) 
reported solid revenue but shocked investors with a $50 billion AI capex plan. That 
raised concerns about future margins and capital discipline, leading the stock to decline 
by 6%. Amazon (AMZN) also exceeded earnings and revenue estimates by a hefty 
margin, with revenue rising 14%. But as with GOOG, the $200 billion capex 
commitment was noted as the reason for the 8% decline. 
 
Another area of significant weakness was in Software, particularly SaaS stocks, which 
sold off hard. CrowdStrike (CRWD), Salesforce (CRM), and ServiceNow (NOW) were 
hit as investors trimmed exposure to high-multiple names. The liquidation across the 
technology sector was brutal and is likely far more extreme than forward expectations 
for growth and earnings justify, as the subject of today’s commentary. 
 
Conversely, while tech stocks stumbled, capital rotated into value. Energy, Financials, 
and Industrials outperformed on a relative basis, and even small and mid-caps held up 
better. However, as we noted in our Daily Market Commentary, that push into value 
stocks is now grossly extended. Investors should consider taking profits and 
rebalancing risk. 
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The macro backdrop didn’t help, with the Fed sidelined for now and markets shifting 
expectations for rate cuts later into the year. Labor market data was also mixed, with 
fewer jobless claims and strong job openings, but ADP showed only 22K jobs in 
January. (The release of the BLS employment report was delayed due to the 
Government shutdown.) 
Notably, while technology sentiment broke under the weight of earnings misses and 
rising macro uncertainty, the long-term backdrop remains unchanged. The recent 
selloff, like the many others we have seen in the past, is likely a reset, not a crash. Stay 
disciplined, manage risk, and let price and data lead. 
 
While the media was full of headlines about why selling was so broad across markets, 
the more likely explanation was that metals and crypto cracked, and systematic and risk 
parity strategies reduced exposure. The Nasdaq absorbed most of the damage as high-
multiple software and AI-related names led the decline. By Thursday, price action 
showed signs of forced selling, with intraday ranges widening and volume rising on 
down moves. These patterns align with margin-driven liquidation rather than 
discretionary positioning. 
 
As noted, the change in tone on Friday was encouraging as the sharp rebound eased 
automated selling pressure. However, when forced sellers finish, prices often snap back 
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quickly. Crucially, this does not signal a new uptrend, just a potential end to the first 
liquidation wave. There is now a much higher risk of another leg lower than a move 
higher. As such, traders should focus on levels, not narratives. Relief rallies fail often 
when resistance holds. Sustained upside requires volatility stabilization and tighter 
intraday ranges. If support holds early next week, consolidation becomes the base 
case. Failure at support opens the door for a second leg lower. 

 
One of the rising concerns among investors with a more bearish outlook is the increase 
in debt taken on by Megacap companies to fund capital expenditures for data center 
buildout. However, as shown, those debt levels remain exceptionally low and very 
manageable, along with free cash flow, compared to the Dot.com bubble. At the same 
time, many are returning capital to shareholders through buybacks and dividends have 
increased in select names. 
 

 
 
 
 
 

Good luck trading… 
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