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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:  (Global Liquidity) 
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Economic Calendar for Last Week: 

 
 
Economic Calendar for Next Week: 
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With Inflation (CPI) report coming on Wednesday, here is what the Base Effect looks like: 
 

 
 
Here’s PPI: 
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Tale of Two Charts:  S&P about to breakout to new all-time highs, but the Russell continues a 
steady downtrend: 
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Here is an interesting comparison.  Notice that in 2000 and 2008, 10-Year Rates peaked first, 
then started to decline, then Stocks peaked, and finally commodities.  Here are those 2 years.  
In both cases, stocks did not decline until the 10-Year had peaked and reversed. 
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Those were in a Secular Bear Market.  In the 2022 Cyclical Bear Market, Stocks led first: 

 
 
And here’s what it looks like now:  Stocks may continue much higher until AFTER the 10-Year 
starts to decline! 
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Weekly Performance: 
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5-Day for Semiconductors and Software: 
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10-Minute Charts: 
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Advance/Decline lines are finally showing signs of life.  This could help the year-end rally. 
 

 
 
Breadth is also picking up after hitting extremes (Horizontal Green Line below) 
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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 
 
Equity Risk Premium Has Vanished, And Stocks Aren't Cheap. - RIA 
 
Excerpt: 
 

🏛️ Market Brief – Earnings Season Opens On A Raised Bar 

 
The S&P 500 gained 1.1% this week to close Friday at 7,811.51, just shy of Tuesday’s 
record close of 7,818.93. The Dow added 0.9%, and the Nasdaq Composite rose 0.6%, 
while small caps slipped nearly 1%. Last week’s Q4 outlook noted that Treasuries now 
offer a return that stocks haven’t matched since 2002. This week, the 10-year yield 
pushed to its highest level since 2002 on Wednesday, then eased to about 5.25% after 
strong demand at the 10-year auction. Brent crude held above $100 after President 
Trump said the U.S. would not strike Iran before the midterm elections. 
 
The bigger story was positioning for Q3 earnings, which start in earnest Tuesday with 
the big banks. As Friday’s Daily Market Commentary laid out, Wall Street did 
something unusual this quarter. It raised the bar. Per FactSet, Q3 estimates rose 1.4% 
during the quarter, against an average cut of 2.2% over the past five years. A record 72 
companies issued positive guidance, and expected growth now sits at 29.6%. 
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History says that the number often climbs higher. Actual growth has topped the end-of-
quarter estimate in 37 of the last 40 quarters, and FactSet’s math implies Q3 growth 
above 35%. That math is why the “beat rate” headlines rarely disappoint. The early 
reports fit the pattern, with 84% of the first 19 companies beating estimates. The catch 
is where the growth lives. Semiconductors are expected to grow earnings by 126.7%, 
energy by 118.8%, and technology by 62.6%. Consumer discretionary, utilities, health 
care, and financials range from 1% to 4.4%. The earnings tape is as narrow as the 
price tape. 
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Now look at where the money went. Utilities, staples, and energy led, while technology 
slipped and the semiconductor ETF fell 4.5%. The equal-weight S&P 500 gained 1.6%, 
beating the cap-weighted index. Outside of energy, investors bought sectors expecting 
roughly 4% growth and sold the group expecting 127%. Such is the tension heading 
into the season. The index still leans on the chipmakers to deliver, while money is 
quietly hedging against them. 
 

 
The Fed adds a wrinkle. September’s minutes showed most participants expect another 
hike by year-end, even as payrolls slowed to 29,000 and core PCE came in at 3.0%. 
With analysts raising numbers and companies guiding higher, consensus has rarely 
leaned this hard in one direction. From a contrarian view, when the experts all agree, 
something else tends to happen. 
 
Tuesday’s bank reports are the first real test. A clean read from the financials would 
support the broadening that started this week. However, after this coming week, a 
stumble by the leaders will hit the only part of the index doing the heavy lifting. 
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   Equity Risk Premium Has Vanished, And Stocks Aren’t Cheap. 

 
Last week’s Q4 market outlook laid out why the calendar, earnings, and buybacks 
lean bullish into year-end. I still think that. But one line in that report deserved more 
than a sentence. With the 10-year above 5%, Treasuries now offer a “risk-free” return 
that stocks haven’t matched since 2002. So this week, I rebuilt that claim from the raw 
data. The equity risk premium, the extra return investors demand for owning stocks 
over bonds, is the thinnest it’s been in a generation. What history says happens next is 
the more interesting part. 
 
The Equity Risk Premium Has Turned Negative 
 
The simplest version of the math compares what the S&P 500 earns with what a 
Treasury note pays. At Tuesday’s record close of 7,818.93, the index traded at about 
27 times trailing as-reported earnings, according to Robert Shiller’s data. ChartRow’s 
independent count is 26.4. Either way, that’s an earnings yield of roughly 3.7%. The 
10-year closed at 5.31% on Monday. In other words, every dollar in the index currently 
“earns” about 1.6 percentage points less than a dollar parked in a government bond. 
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Notice in the chart above how rarely the spread sits this far below zero. Shiller’s 
monthly data, now running through October 2026, puts the average since 1950 at about 
+1.0 point. Aside from the 2009 earnings collapse, the last time stocks yielded this 
much less than bonds was in 2002. 
 
Someone will tell you trailing earnings are the wrong yardstick when profits are growing 
at nearly 30%. Fair enough. Use the forward numbers instead. FactSet’s forward P/E 
of 19.0 implies an earnings yield of about 5.3%, which is right on top of the 10-year. 
Such is the problem. Even on Wall Street’s most optimistic earnings math, investors get 
paid next to nothing extra to own stocks over bonds. 
 
A Negative Premium Only Hurts When Stocks Are Expensive 
 
Here’s where it gets interesting, and where I had to check my own bias. I sorted every 
month since 1950 by its starting premium, then measured the S&P 500’s real total 
return over the following decade. A negative premium on its own was NOT a reliable 
sell signal. The 1980s are the reason. Through the first half of that decade, the 10-year 
yielded well into double digits, stocks earned less than bonds month after month, and 
investors who bought anyway were rewarded with one of the best ten-year runs the 
market has ever produced. 
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The difference was the starting price. In the early 1980s, the S&P 500 carried an 
earnings yield above 5%, and at times above 12%. Stocks were cheap, and bonds were 
cheaper. The premium was negative because yields were enormous, and when yields 
collapsed, both assets soared. Starting points like that averaged a 10.3% real annual 
return over the next ten years. Only about one in twenty lost money. 
 
Now look at the other bucket. When the premium was negative and the earnings yield 
was below 5%, the average real return fell to 3.7% per year. More than one in four of 
those ten-year stretches finished in the red. Most of those starting points came during 
the 1990s run-up and the dot-com peak. Such is the distinction that matters. Today’s 
3.7% earnings yield puts us squarely in the expensive bucket, not the 1980s one. 
 
A negative premium is survivable when you buy cheap. It’s a problem when you pay up 
for the privilege. 
 
 
Cash And Bonds Now Pay You To Wait 
For the better part of fifteen years, zero-yield money markets fueled the “there is no 
alternative” trade. Savers got pushed out of the risk curve because cash paid nothing. 
That flow can run in reverse, and Michael Lebowitz laid out why in “From TINA To 
TIGA.” Here’s what the alternatives pay today. 

 

 
 
Good Luck Trading… 
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Sunrise times with constant Standard Time:
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