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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:  Russell 2000 (Mid Caps) 
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Economic Calendar for Last Week: 
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Economic Calendar for Next Week: 
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Weekly Performance:
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Semiconductors 
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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: 
 
Growth vs Value Hit An Extreme As AI Spending Broke Big Tech - RIA 
 
Excerpt: 
 

🏛️ Market Brief – The AI Bill Comes Due 

 
In last week’s Bull Bear Report, I warned that a “Meta-style reaction” to this week’s 
mega-cap earnings could push the S&P 500 below its 100-day average and back 
toward the September lows. Alphabet delivered that reaction on Thursday. Intel finished 
the job on Friday. The S&P 500 fell 1.8% on Friday to close at 7,580, its lowest close 
since September 16, and ended the week down 0.6%. On Friday alone, the Nasdaq 
Composite dropped 2.9%, and the Dow lost 1.1%. 
 
The change in tone came from cash flow, not demand. Google Cloud revenue more 
than doubled, yet Alphabet reported negative free cash flow of $9.1 billion, with 
quarterly capital spending at $51.4 billion. The stock fell 12.6% on Thursday. Amazon’s 
AWS grew 39%, but earnings missed, and capital spending ran near $77 billion for the 
quarter. Intel collapsed 28.6% on Friday after a weak fourth-quarter outlook, and 
Caterpillar dropped 9.3% on Thursday. Microsoft was the exception. Azure grew 48%, 
and the stock gave up less than 2% over two days. 
 
Investors aren’t questioning whether AI works. They’re questioning who pays for 
it, and with Treasury yields near 5%, that question has a price. 
 
Macro didn’t help. The Fed held rates at 3.75% to 4.00% on Wednesday in a 10-2 vote, 
with Governor Lisa Cook and Cleveland Fed President Beth Hammack dissenting and 
favoring a hike. Thursday brought September PCE inflation of 3.6%, with core at 
3.1%, and third-quarter GDP growth of 3.4%. Futures now price in roughly an 85% 
chance of a December hike.  
 
The one bright spot was wages. The employment cost index showed wage growth 
slowing to 3.1%, a sign that energy-driven inflation isn’t feeding into paychecks. 
Meanwhile, the 10-year yield slipped to 4.93% from 5.00% a week ago, while Brent 
crude held near $118. 
 
Here’s the part the headlines missed. Nine of 11 sectors rose this week. The equal-
weight S&P 500 gained 0.8%, outrunning the cap-weighted index by 1.4 points, and 
500 of 849 actively traded stocks finished higher. Nearly all the damage was in 
technology and communication services, the two sectors that carry the AI capex trade. 
 

The mainstream narrative is that the “broadening” in the market is a healthy sign. 
Maybe that is the case. However, Howard Marks has long argued that the 
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riskiest thing in the world is the belief that there’s no risk, and right now 
that belief lives in the defensive sectors everyone ran to. Watch whether the 
bid under the equal-weight index survives Apple’s results and next week’s 
October jobs report. If it does, Friday was a rotation. If it doesn’t, it was the start of 
something larger. 

 

   Growth vs Value: Value Had Its Run. The Turn Is Setting Up. 

 
Four weeks ago, we told you that “a market rotation from growth to value is 
becoming more likely heading into year-end.” We acted on it two days later. 
On October 5, we trimmed Apple, Nvidia, AMD, and Palantir in our equity model 
and added Walmart, Costco, JPMorgan, Goldman Sachs, Kinder Morgan, and 
RTX. We then followed on October 8 by exiting Applied Digital and Vertiv and 
adding Berkshire Hathaway. We made a matching shift toward value in our ETF 
model as well. Since that close, the growth vs value spread has moved in our 
favor. The Vanguard Value ETF (VTV) has gained 4.6% while the Vanguard 
Growth ETF (VUG) has lost 7.6%, and technology has dropped 10.7%. 
 
That trade did its job; however, it may be close to time to shift in the other 
direction. In last week’s report, I suggested that we were “potentially set up for 
a rotation in the other direction, buy growth and reduce value, heading into 
year-end.” For the year, VTV is up 19.4%, VUG is up just 4.6%, and energy is up 
56.6%. When one side wins that decisively, the useful question is how much good 
news is already in the price. 
 
Value Won 2026 Because Oil And Yields Wrote The Rules 
 
The lead of value over growth has a rather simple explanation. Last week, Brent 
crude traded near $118 with the 10-year Treasury sitting just under 5% heading 
into the Fed meeting with odds of a December rate hike still elevated. That’s a 
hostile backdrop for growth stocks, whose valuations lean on cash flows years 
down the road. It’s a friendly one for energy producers, banks, and the “defensive” 
sectors that have soaked up the flows 
 
The chart below measures the growth-versus-value ratio directly. Between 
October 7 and Friday’s close, growth lost 11.9% against value in 17 
sessions, pushing the ratio below both its 50-day and 200-day 
averages. That’s a REAL trend change. Still, look at where it is now. The ratio sits 
just above its March low of 85.2. On Friday, its 14-day RSI fell to 28.6, below the 
30 level that usually marks a washed-out reading. 

http://www.breakpointtrading.net/
https://realinvestmentadvice.com/resources/blog/q4-market-outlook-strong-years-usually-finish-strong/
https://realinvestmentadvice.com/resources/blog/q4-market-outlook-strong-years-usually-finish-strong/
https://realinvestmentadvice.com/resources/blog/stock-bond-correlation-oil-broke-the-hedge-oil-will-fix-it/
https://realinvestmentadvice.com/resources/blog/stock-bond-correlation-oil-broke-the-hedge-oil-will-fix-it/
https://realinvestmentadvice.com/resources/blog/stock-bond-correlation-oil-broke-the-hedge-oil-will-fix-it/


www.breakpointtrading.net 
 

 
 

Trends like this rarely reverse cleanly. They reverse when selling gets lopsided 
enough that the last few sellers are acting out of fear of missing the “safe” trade 
rather than on fundamentals, and the ratio is getting close to that level now. 
 
Energy Is Stretched. Staples Are Just Bouncing. 
 
The “rotation” headlines lump energy and staples together into a single trade. In 
the data, they look very different. The Energy Select Sector SPDR (XLE) gained 
10.8% over the past month. Measured against the S&P 500, which is the fairer 
test for a sector that has spent the year riding an oil shock, it now trades 14.9% 
above its own 200-day average, the widest gap of any group in the chart below. 
Such is what an excess looks like. 
 
Bob Farrell’s Rule #2 says that excesses in one direction lead to an opposite 
excess in the other direction. The energy sector hit a record high on Friday, and 
that’s where the excess lives right now. Energy has outrun the S&P 500 by nearly 
40 points this year. 
 
Staples started from a very different place, but they’re catching up fast. XLP 
rallied 11.3% in a month as money hid in “safe” names. Relative to the S&P 500, 
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it climbed from 2.6% below its 200-day trend a week ago to 1.8% above it. That’s 
a sharp bounce off a deeply oversold base, and it’s starting to look crowded. 
 

 
 
 
Good Luck Trading… 
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