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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! 

 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

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 
 
 

 

http://www.breakpointtrading.net/
mailto:danbyrd@comcast.net
https://stockcharts.com/pricing/index.html


www.breakpointtrading.net 
 

Economic Calendar for Last Week: 
 

 
 
Economic Calendar for Next Week: 
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Both CPI and PPI declined again this month, although that might be the end of the decline for 

a few month.  As you can see below with the Base Effect (12 month average), inflation may 

move higher in the next 2 – 3 months.  Unfortunately, that is also during the historically weak 

summer months. 

 

 

Here you can see that the market is decidedly “risk on” again. 
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And in this one you can see how overbought things have become, although there is still a 

little more room to the upside that might close out May near the highs. 

 

 

All but the % above the 200 MA are at new highs and in reversal territory above the red line.  

The RSI in the top panel is also at over-bought levels above 70, although it can stay there 

longer.  And the Put/Call Ratio is almost at a reversal point that often occurs near tops.  

Notice where all of these were in early February. 
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And a look at the VIX shows that fear is dissipating.  Almost back below 17. 

 

The following image is worth studying and remembering why it’s so important to take small 

losses, rather than holding on for a recovery.  As you can see, a 10% loss only needs an 11% 

gain to get back to even, but a 50% loss needs 100% (double) to do the same. 
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Weekly performance reports: 
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10-Minute charts for the week:  XLC, XLF & all of the defensive sectors are underperforming 
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Growth areas are outperforming Value, implying that Wall Street is rotating into 

growth/aggressive areas again. 

 

 

Looks like Mid-Cap Growth is in favor this week: 
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Best & Worst Large Caps for the Week: 
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Best & Worst Small/Mid-Caps for the Week: 
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Let’s take a look at where we are so far in May, from Stock Trader’s Almanac.  As you can 

see, May still has Bullish tendencies for the next 9 trading days. 

 

 

And how about the comparison with 2018? 
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From Real Investment Advice (RIA): 

Recession Probabilities Decline - RIA 

2020 vs 2025 

As shown, there is an analogy between the current market recovery and that seen in 

2020 following the pandemic. However, it is worth remembering that there are many 

competing differences between the current macroeconomic backdrop and that of 2020. 

 

However, as we discussed in that previous analysis, even a “can’t stop, won’t stop bull 

market” gives those who can be patient better risk/reward opportunities to increase 

equity exposures. For example, after the initial rally off the March 2020 lows, the market 

pulled back and consolidated briefly before rallying further. Then, another longer 

consolidation process that year provided another entry point for bullish investors. 
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The weekly Technical Gauge we produce each week in this newsletter below follows 

the same path as 2020. While not yet back to bullish technical extremes, it is moving 

quickly higher to more elevated levels. When those readings reached 80, the market 

went through a longer consolidation process in 2020. 

 

So, is this 2022 where the recent rally will fail and test lower levels? Maybe. Or, is it 

more like 2020, where the rally continues with only mild pullbacks along the way? 

Possibly. The true answer is that I don’t know. However, it is worth considering that 

there are many macroeconomic differences today compared to 2020. That lack of fiscal 

and monetary support, slowing economic growth, and tighter monetary policy are 

headwinds to higher stock prices. But, it is logical that the latest bullish market action 

has investors questioning a more cautious approach to the markets. 

The same is true for us. We are currently underweight equities and hedged. However, 

the need for hedges is quickly declining, and the need for equity exposure is increasing. 

It’s a tough battle between creating portfolio performance and risk management. We 

are sticking with risk management until things become more certain, at least for now. 

This week, we will discuss why another bearish case is fading – recession 

probabilities are falling. 

 

Good luck trading… 
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