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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 
 

 
 
Chart of the Week:  10-Year Yield 
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Economic Calendar for Last Week:  CPI higher, but PPI lower! 
 

 
 

Economic Calendar for Next Week: 
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A rate hike pretty much guaranteed for December, and then one in January: 
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NVDA reports on Tuesday After the Close, and they had better have some stellar numbers! 
 

 
 
 
Here is NVDA next to SMH (Semiconductors): 
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New Highs vs New Lows is not yet at an extreme: 
 

 
 
The VIX over 30 years also not at an extreme and pulled back a bit last week: 
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The breadth was amazingly steady, even as the VIX spiked.  That means either there is 
underlying strength since the % of stocks above their 20, 50 & 200 Day MA did not collapse, 
OR there is a lot more downside in store. 
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SPX closed on Friday at 7561.  Max Pain for next week’s options expiration is at about 7600, 
implying a potential move higher. 
 
For next week's SPX expirations, the max-pain levels are generally clustered around 7,600-
7,675, depending on which expiration date you're looking at. For example, the Nov. 16 
expiration has max pain near 7,620, while Nov. 20 is around 7,600.  
 
What that implies: 

• Bullish interpretation: If SPX is trading below max pain, dealer hedging flows can 
sometimes create an upward "pinning" effect toward that level as expiration 
approaches. 
 

• Bearish interpretation: If SPX is trading above max pain, the opposite can occur, with 
prices gravitating lower. 

•  
• Most important: Max pain is not a forecast. It is simply the strike where option holders 

collectively lose the most and option writers lose the least. Several sources explicitly 
caution that it is a reference level, not a prediction 
 

• For trading SPX, I generally view max pain as a magnet only when price is already 
nearby and there is no major catalyst. If next week includes significant macro events 
(Fed speakers, retail sales, Treasury auctions, etc.), those flows usually overwhelm any 
max-pain effect. 
 
 

A more useful framework is: 
 

1. Max Pain → where pinning may occur. 
2. Gamma Exposure (GEX) → whether dealers are stabilizing or amplifying moves. 
3. Expected Move → how far options are pricing a potential move. 

 
Right now the max-pain levels being slightly above recent SPX prices suggest a mild 
upward pinning bias toward the low-7600s, not a strong directional signal. 
 
For the November 20 monthly SPX expiration, the max-pain level is approximately 7,600 
according to ChartExchange, while another source calculates it at roughly 7,575-7,600, so 
the general area is the 7,600 strike. 
 
The more interesting implication isn't the exact number, but the context: 
 

• The Nov. 20 expiration has very large open interest compared with the surrounding 
weekly expirations. That means dealer hedging flows can be more influential as 
expiration approaches.  
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• The max-pain level sits near 7,600, suggesting that if SPX enters expiration week near 
that area, there could be a tendency for price to "pin" around 7,600.  

 
• However, if SPX is hundreds of points away by mid-week, max pain becomes much 

less relevant than dealer gamma positioning, macro news, and institutional flows. 
 
 

From a practical trading perspective: 
 

• Above 7,600: max pain would represent a mild downside magnet. 
• Below 7,600: max pain would represent a mild upside magnet. 
• Near 7,600: expect increased pinning potential and lower realized volatility into 

expiration, assuming no major catalyst. 
 

What I usually watch more closely for SPX monthly expiration is: 
1. Largest put wall. 
2. Largest call wall. 
3. Zero-gamma level. 
4. The expected move priced by the Nov. 20 options. 

 
Those levels often tell you whether 7,600 is likely to act as a magnet or whether a move away 
from it could accelerate. 
 

• The Nov. 20 monthly expiration has a max pain around 7,600 
 

• Put/call open interest is heavily skewed toward puts (roughly 1.7:1). 
  

• One options analytics source identified a significant upside call concentration near 
7,850 and a major put concentration near 6,400, though those are likely extreme 
hedging strikes rather than the nearest dealer walls.  
 

For SPX, the largest dealer walls are usually much closer to spot than those extreme strikes. 
 
Given: 

• Max pain ≈ 7,600 
• SPX recently trading in the mid-7,500s 
• Large monthly OI centered around 7,600 

 
If I were trading next week's expiration, I'd assume: 

• Below 7,500: dealer hedging likely becomes increasingly supportive. 
• Between 7,500 and 7,700: strongest tendency to gravitate toward 7,600. 
• Above 7,700: upside may encounter increasing call-writer resistance. 
• Above 7,800: risk of a squeeze if dealers have to chase long gamma. 
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One thing I've noticed in SPX recently is that gamma levels have tended to matter more 
than max pain itself. A 7,600 max pain with a zero-gamma level at 7,700 would imply a very 
different market than a 7,600 max pain with zero gamma at 7,500. 
 
My best estimate for Nov. 20 specifically would be: 
 

• Primary put wall: ~7,500 
• Primary call wall: ~7,800 
• Pin/magnet: ~7,600 

 
My estimate of the Nov. 20 gamma structure 
 
Based on the OI shown: 

• Put Wall: ~7500 
• Call Wall: likely 7600, possibly 7650-7700 if there is substantial OI off-screen above 

your current view 
• Gamma Flip (Zero Gamma): approximately 7560-7590 
• Pin Level: 7600 

 
The reason I put the gamma flip below 7600 is that: 

• SPX closed around 7562. 
• There is enormous put concentration at 7500. 
• Dealers would likely remain negative gamma under the mid-7500s and transition toward 

positive gamma as SPX approaches the heavy dual-sided OI around 7600. 
 

Trading interpretation 
 
For next week: 

• Below 7500: likely unstable, increasing downside acceleration. 
• 7500-7560: probably negative gamma territory. 
• 7560-7600: transition zone. 
• Above 7600: increasingly positive gamma and pinning behavior. 
• Near 7600 on Thursday/Friday: strongest chance of expiration pin. 
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Here is the SPX Daily chart from the website that has the Gamma Flip line updated every 
morning: 
 
Notice how it ended the week just inside the Weekly Expected Move. 
 

 
 
And for NDX: 
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The 3-Month, 1-Month and 1-Day VIX “may” imply the bottom is in, although below 17 would 
be better. 
 

 
 
But the Medium Term Trend has not crossed positive yet: 
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Weekly Performance:  Look what’s at the bottom! 
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Semiconductors: 
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Software: 

 
 
Quantum: 
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EVERY sector EXCEPT Technology (XLK) is moving higher. 
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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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From Real Investment Advice: 
 
VIX Spike: Complacency's Bill Coming Due. What Happens Now? - RIA 
 
Excerpt: 
 

    Market Brief – Nvidia Breaks, The Market Holds 

 
In the week the world’s most important chipmaker lost its founder, the S&P 500 still 
gained 2.5%. The index closed Friday at 7,561.67, erasing most of last week’s VIX-
spike damage. The Nasdaq Composite added 2.3% and the Dow 2.1%. Nvidia went the 
other way. The stock fell 12.8% for the week to $162.85 and now sits 32% below its 
October 6 record of $239.24. 
 
The shock arrived Thursday. Jensen Huang resigned as CEO, president, and board 
member, effective immediately, following an independent board investigation into his 
personal conduct. CFO Colette Kress is now interim CEO. Harvey Jones, the board’s 
first-ever chair, is running the search for a successor. As we laid out in Nvidia Stock 
Slides As Huang Exits, the company had no succession plan and no COO. Shares 
opened down 13%, touched $148.80, and closed down 4.3%. The market isn’t 
repricing Nvidia’s chips. It’s repricing the uncertainty over who runs the 
company. 
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The funding cracks under “the AI trade” widened, too. Thursday’s SoftBank: Another 
Warning On AI Funding covered SoftBank’s ¥1.1 trillion quarterly loss, roughly $7 
billion. Its five-year credit default swaps sit near 500 basis points, the widest since 
October 2022. OpenAI also pushed its equity offering into 2027, delaying a liquidity 
event SoftBank was counting on. Yet CoreWeave jumped more than 20% that day on a 
$132.5 billion backlog. It also carries nearly $47 billion of debt. Such is the market now. 
It’s sorting AI winners from AI borrowers one balance sheet at a time. 
 
While Nvidia dominated the headlines, the macro data didn’t give the Fed much room. 
The October CPI report showed a 0.4% MoM increase on Tuesday. Notably, core 
prices also rose more than expected, up 0.3%. Fed Governor Waller also said that a 
half-point hike “should be considered” in December. 
 
Furthermore, Friday’s PPI, which rose 0.3%, left producer prices up 6.5% from a year 
ago. That is the fastest pace since November 2022. Interest rates were noticed: the 10-
year yield climbed 29 basis points to 5.15%, the dollar index gained 1.1%, and existing 
home sales fell to a 3.75 million annual rate, the lowest since August 2010, which tells 
you exactly where higher mortgage rates are already doing their work. 
 
Even though the market advanced for the week, Nvidia bears watching as it carries one 
of the largest weights in the S&P 500. It also sits at the center of the capex story behind 
this year’s earnings growth. Underneath the 2.5% gain, the tape was rotating rather 
than relaxing. All 11 sectors rose, led by energy at 5.4%. The semiconductor ETF 
(SMH) still gained 4.9%, even as Nvidia slid. Meanwhile, Bitcoin fell 9.8% to below 
$70,000, gold lost 4.9%, and the VIX eased to 19.35 from 25.64. 
 
The thread to follow into next week is simple. Nvidia’s Tuesday earnings now carry a 
leadership question on top of the numbers. Meanwhile, the Fed’s December hike is 
getting harder to talk the market out of. 
 
The bullish case making the rounds this week is simple. If 10 of 11 sectors are beating 
the index, the market must be healthy. It is, below the surface. But a cap-weighted 
index can’t make a new high while its largest sector sits 8% below trend. Either 
technology catches up to the market, or the market comes down to meet 
technology. Such is why Tuesday’s Nvidia report matters for the whole tape, not just 
for one stock. 
 
For shorter-term traders, the investing playbook for next week is fairly straightforward. If 
the market can close above the 50-day at 7,667, it would reopen the path to the record 
at 7,819. For now, Initial support is Friday’s low near 7,500, but below that, the 200-day 
average and the November 5 low converge at 7,340 to 7,350. 
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Most crucially, a close below July’s swing low at 7,316 would break the pattern of higher 
lows. Such a break would argue for raising cash and adding hedges to portfolios. For 
now, until the index reclaims the 50-day, we continue to recommend trimming extended 
defensive positions as strength develops. We are looking to add to growth stocks but 
only in measured tranches with confirmation, not on a bounce that has already stalled 
once. 
 

   VIX Spike Was Complacency’s Bill Coming Due 

 
On Wednesday, November 4, the S&P 500 delivered what Fortune called the best post-
midterm rally in 44 years, and the VIX closed at 16.61. It was only a moment of bliss as 
the market plunged nearly 5% the following day. On Thursday, the VIX spiked, closing 
at 28.18. That 69.7% VIX spike was the third-largest one-day jump since 1990, 
trailing only February 2018 and December 2024. As we covered in last week’s 
Midterm Election Goes Blue, the election supplied the headline, and leverage 
supplied the selling. None of that should surprise anyone. What should get your 
attention is how reliably this sequence repeats. 
 
Complacency Always Ends, And It Usually Ends Fast 
 
Look at what came before Thursday. Over the prior 63 trading days, the VIX 
averaged 16.2 and closed below 17 on 48 of them. It bottomed at 14.21 on 
September 22, with the S&P 500 near 7,765. Meanwhile, hedge fund gross leverage 
was near 310%, a five-year high, according to Goldman’s prime book. Such is what 
“calm” looks like right before it isn’t. 
 
The economist Hyman Minsky spent a bulk of his career on one idea: stability breeds 
instability. The reason is that when volatility stays low, “risk models” tell investors that 
they can safely carry more equity exposure. For example, volatility-targeting funds will 
mechanically add leverage, while option sellers collect premium that feels like “free 
money” because nothing ever seems to happen. Every one of those decisions makes 
sense. However, when combined, they create a market in which one bad headline 
sends everyone toward the same narrow exit at once. 
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Look at the chart above, and notice that the shaded stretches mark every period since 
1990 when the VIX averaged below 15 for roughly three months. Each one ended the 
same way, with a burst of outsized daily swings in both directions: 1997 and 1998 after 
the mid-1990s calm, 2008 after the 2004 to 2007 lull, 2018 after the quietest market in a 
generation, and 2025 after the calm of early 2024. The best days and the worst days 
arrive together, and they arrive after the calm. 
 
Low volatility hides risk while investors quietly pile more of it on. 
 
 
 
 
 
 
 

Good Luck Trading… 
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