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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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Looks like the next rate cut won’t be until July, at least. 
 
PPI spiked higher last week, which may have spooked the market. 
 

 
 
With the actions in Iran, the market “may” drop on Monday, but usually geo-political events 
don’t affect it for long.  However, Oil will continue higher. 
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Take a look at what the Staples Sector does at market tops.  Since we have completed 
February, that second big bar at the lower right is complete as well.  You can decide what 
happens next. 

 
 

The MarkUp Phase in 2024 gained 48%, the current one at the high was about 45% 
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Weekly Performance: 
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Notice which Sectors do best at market tops –  
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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: 
 
Market Topping Process? - RIA 
 
Excerpt: 
 

    Market Brief – Turmoil In AI Stocks 

As we will discuss further in today’s commentary, the market remains stuck in a fairly 
narrow trading range. The week opened with a broad selloff after Anthropic’s expanded 
AI capabilities rattled software, cybersecurity, and financial stocks, with IBM suffering its 
worst session since 2000. CrowdStrike and Zscaler also dropped about 10% on the 
news. The financials sector fell more than 3% as American Express, Goldman Sachs, 
and Blackstone came under pressure on fears that AI could automate large portions of 
their businesses. A widely circulated Citrini Research piece warning of 10% AI-driven 
unemployment gave bears a macro narrative. 
 
Yet the “AI kills everything” narrative ignores what the data actually shows: companies 
are integrating AI, not dying from it. McKinsey’s 2025 State of AI survey found 88% of 
firms already use AI in at least one business function, up from 78% a year prior, while 
by Q1 2026, that figure reached 78% of U.S. corporations scaling AI enterprise-wide, 
according to Netguru. Salesforce’s Q4 2026 earnings showed over 22,000 Agentforce 
deals closed in the quarter, with combined AI and Data Cloud ARR surging to $1.8 
billion from $1.4 billion just three months earlier, proving enterprise buyers are choosing 
to buy AI tools from incumbents rather than be replaced by them. 
 
Deloitte’s 2026 State of AI in the Enterprise report found that two-thirds of organizations 
already report productivity and efficiency gains, while a Harvard study showed that 
consultants using AI completed tasks 25% faster and at 40% higher quality, 
augmentation, not elimination. Goldman Sachs Research estimates AI-driven 
productivity could lift global GDP by 7% (roughly $7 trillion) and sees the next phase of 
the AI trade rotating precisely toward “productivity beneficiaries,” the non-tech 
companies that harness AI to widen margins. 
 
Meanwhile, LPL Research notes that BLS data already shows real output rising 5.4% 
while hours worked grew just 0.5%, and that only 5.7% of U.S. job hours currently 
involve generative AI, meaning the largest productivity gains are still ahead, not behind 
us. 
The crucial point to consider is that the IBM selloff and SaaS panic of this year may 
ultimately look less like the beginning of a displacement cycle and more like the kind of 
reflexive fear that preceded every prior wave of technological adoption. We have seen 
this same cycle, from ATMs (which reduced bank teller employment) to cloud 
computing (which expanded, not destroyed, enterprise software). Notably, the 
companies that adapt capture outsized value, and the ones that don’t were already 
failing for other reasons. 
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The main event came on Wednesday after the close. Nvidia reported fiscal Q4 revenue 
of $68.1 billion, beating the $65.9 billion consensus by 3.3%. Notably, it guided Q1 to 
$78 billion, well above the $72.8 billion estimate. Data center revenue totaled $62.3 
billion, up 75% year over year. However, the stock still fell 5% on Thursday as investors 
flagged a lack of detail on lingering China uncertainty. However, Nvidia currently trades 
at a deep discount to the broad market index. While the S&P trades near 22x earnings, 
Nvidia’s forward PE is 17x with a 0.45 price-to-earnings-growth ratio. With EPS 
expected to grow by 39.2% over the next 5 years, the fundamentals are compelling. By 
focusing on a possible future event that may or may not occur, they may miss a 
fundamentally strong company trading at a discount. 
 
The big risk worth watching is that tariff policy remains in legal limbo after the SCOTUS 
ruling. The AI disruption narrative is broadening beyond software into financials and 
logistics. And the extreme rotation into Energy, Materials, and Industrials (up 21%, 17% 
and 12% respectively) has left positioning dangerously one-sided against Technology. 
Resilience is not the same as safety. 
 

 
 

   Market Topping Process? Yes or No. 

The question facing equity investors in early 2026 is deceptively simple: Is the 
stock market topping? This was a topic we touched on in 
Wednesday’s #DailyMarketCommentary: 
“Technically, the market looks weak, as shown in the chart below. Momentum 
continues to fade along with Relative Strength. Furthermore, the market has been 
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making lower highs as of late and is threatening to break important support at the 
100-day moving average.” 
 

 
 
Greg Feirman also touched on this concern, noting: 
“While the S&P is only about 2% off its all-time highs, beneath the surface the 
market is showing signs of a top. Warren Pies tweeted today that there have been 
only two other times when Consumer Staples and Energy were up more than 
10% and Technology and Financials were negative over the previous 63 trading 
days: 1990 (Desert Storm) and 2000 – both of which were market tops. Health 
Care – another defensive sector – has also been outperforming the S&P of late.” 
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Another warning came from the recent triggering of a “Hindenburg Omen.” The 
last time we discussed this warning was in early November: 
 
Bottom line: market breadth is horrendous and will likely lead to a rotation 
favoring out-of-favor sectors and stocks. Thus, it’s not surprising that the 
Hindenburg Omen was triggered. If we continue to see more of these Omens, the 
threat of a drawdown grows. 
 
At the time, Mega-Cap stocks were grossly outperforming the market, while many 
sectors lagged the market. Since that Hindenburg Alarm, our expectations have 
come to fruition. We have, in fact, seen a “rotation favoring out-of-favor 
sectors and stocks.” Over the last month, the Hindenburg Omen has sent 6 
alarms. The last batch of Hindenburg alarms signaled drawdowns in the leaders 
and strong performance in the laggards. 

 
For market technicians, the pattern is uncomfortably familiar. Market-topping 
processes throughout history, from 2000 to 2007 to 2021, have been preceded by 
precisely this kind of internal deterioration: narrowing leadership, defensive 
outperformance, and a growing divergence between price-weighted and breadth-
based indicators. The question is whether history is rhyming again, or whether the 
analogy is misleading. 
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The most compelling argument that equities are in a market-topping process 
begins with the market’s internal structure. When investors rotate aggressively 
into utilities, staples, and healthcare sectors prized for their dividend yields 
and earnings stability rather than their growth prospects, it is typically a 
signal that institutional capital is seeking shelter. Money doesn’t move into 
Procter & Gamble and Duke Energy because portfolio managers are feeling 
adventurous. It moves there because they are seeking relative safety. 
 
The breadth picture reinforces this concern. The percentage of S&P 500 
constituents trading above their 200-day moving average has been declining even 
as the index itself has held near its highs, a classic negative divergence. We also 
see the same negative divergence in the market’s relative strength measures. In 
past market-topping processes, such divergences have preceded meaningful 
corrections by 2 to 6 months. 
 

 
 
 
 

Good Luck Trading… 
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