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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: 

 

 
 
 
 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

The chance of a rate HIKE has all but disappeared.  But the best chance of a CUT in a year 
and a half!  While GDP forecasts continue to decline. 
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Both the Baltic Freight Index and the Baker Hughes Oil Rig Count are staying steady. 
 
 

 
 
 

Baker Hughes Rig Count 
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Here is the S&P showing the previous All-Time High (higher horizontal line) and All-Time 
Closing High (lower horizontal line).  We are now in new territory with no upside resistance in 
sight. 
 

 
 
Same for the NDX: 
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Of course, now things are extremely over-bought.  A pullback or consolidation would be 
normal at these levels, but this has been anything but normal. 
 
Here are the Keltner Channels.  The Green is the “normal” one day Average True Range, the 
Blue is 2X the normal ATR and the Red is the 3X ATR.  I added the 4X level for comparison. 
 
SPX 

 
 
NDX 

 
 
Russell 2000 (IWM) 
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The Put/Call Ratio has dropped significantly, which is not surprising in this kind of strong rally.  
However, it is now in area where tops “could” form.  Be aware. 
 

 
 
You can see here that new Highs are at 51%, but new Lows are non-existent at 0%: 
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The “Leaders” are looking much better, and immensely better than 2 weeks ago: 
 

 
 
While Software has been showing signs of recovery, it is still clearly outpaced by Semis: 
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Weekly Performance: 
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Rotation back to Growth is underway: 
 

 
 

 
 
Top Outperforming Industry Groups for the Week: 
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10-Minute Charts for the Week: 
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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: 
 
Short Covering Rally Or Is The Bull Market Back? - RIA 
 
Excerpt:  (Too much good stuff in this one to put in an Excerpt…  recommend reading is all) 
 

   Short Covering Rally? 

 
▶ WEEK CLOSE:  S&P 500 7,126.06 (+1.2%)  |  Nasdaq 13-Day Win Streak (longest 
since 1992)  |  Russell 2000 New ATH  |  Brent Crude -9.1%  |  VIX 17.42 
 
What began as a short-covering rally on April 7th has spent the last two weeks proving 
the bears wrong. Friday’s close at 7,126, the first finish above 7,100 in the index’s 
history, up 13.1% from the March lows, arrived alongside one of the most consequential 
single-session catalysts of the year. Iran declared the Strait of Hormuz “completely 
open.” Brent crude collapsed 9.1%. The Russell 2000 logged a new all-time high. The 
short-covering rally that skeptics said would exhaust itself in days has now run for three 
weeks and taken every major index to record territory. 
 
The question every investor is asking right now isn’t whether to believe in the rally. The 
price action is undeniable, but the question is what kind of rally this actually is, and what 
investors who missed the initial short-covering rally should do about it. 
 
The answer, as of Friday’s close, has shifted meaningfully. This no longer looks 
like a purely mechanical short-covering rally. The data is starting to point to something 
more durable. Here’s why that distinction matters, and what it means for your portfolio. 
 
As we discussed in the #DailyMarketCommentary this past week, the recent price 
action felt like a release valve being pulled. Goldman’s prime brokerage flows guru, Lee 
Coppersmith, described a clear pivot toward risk-on, noting that sentiment has shifted 
toward FOMO among investors who dumped positions amid peak AI disruption fears 
and rising Middle East tensions. 
 
That pivot makes sense from a mechanics standpoint. Short exposure across U.S. 
macro products, index futures, and ETFs had climbed to the 93rd percentile over the 
past five years, with hedge fund gross exposure near an all-time high of 307%. When 
the Iran ceasefire headlines crossed, that positioning became a coiled spring. Shorts 
covered, hedges unwound, and global equities were net bought for the first time in eight 
weeks, with Goldman’s Equity Fundamental Long/Short Performance Estimate rising 
4.01%, the best weekly reading since February 2021. 
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The initial move off the lows was textbook, short-covering rally mechanics. Short interest at 
multi-year highs, extreme bearish sentiment, and oversold technicals created the 
conditions. All that was needed was a catalyst, and Trump’s April 13th comment that Iran 
wants to “work a deal” provided exactly that. Now, we have all three pillars in place to 
determine, potentially, what happens next. 
 

• Pillar One: The short-covering rally ignites.  According to AInvest analysis, total 
S&P 500 component short interest was at elevated levels as the index traded near 
its lows, creating a concentrated pool of traders who must eventually buy back 
shares. When the ceasefire news broke on April 7th, the buying cascade began. 
What followed was a short-covering rally that sent the Nasdaq to its best multi-
session run on record. The velocity was characteristic of forced covering rather than 
fresh conviction buying, which is precisely why the bears initially dismissed it. 

•  
• Pillar Two: Geopolitical de-escalation extends the move.  A pure short-covering 

rally typically exhausts itself within a few sessions once the most exposed shorts are 
covered. What extended this one was sustained improvement in the Iran narrative. 
Ships began clearing the Strait of Hormuz blockade. The Islamabad negotiations 
shifted tone from bellicose to cautiously optimistic. Vice President Vance noted the 
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“diplomatic off-ramp is wider than it was a month ago.” That war premium embedded 
in equity valuations began to dissolve, giving the short-covering rally a fundamental 
tailwind 

• . 
• Pillar Three: Earnings season anchors the move.  Goldman Sachs posted EPS of 

$17.55 against expectations of $16.47. Morgan Stanley beat with $3.43 versus a 
forecast of $3.02. JPMorgan cleared the bar on nearly every metric. The financials 
sector handed the market a fundamental anchor at exactly the moment it needed 
one. As TheStreet contributor James ‘Rev Shark’ DePorre observed: “Investors are 
betting on the long-term strength of the U.S. economy, with AI as the primary driver. 
The Iran situation is being treated as a temporary distraction.” 

•  
So, who is likely right: the bulls or the bears? 
 
Short-Covering Rally or Something More? 
 
Every investor right now is trying to answer that question. 
If there is a single dataset that most clearly distinguishes a short-covering rally from a 
genuine bull-market resumption, it’s sector rotation. Short-covering rallies tend to be 
narrow; they lift the most-shorted names while leaving cyclical and economically sensitive 
sectors behind. Genuine recoveries broaden. The sector data from the wartime 
selloff (February 27 to March 30) compared to the recovery (April 7 to April 17) tells a very 
clear story. 
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Breadth has also improved sharply, but there is certainly more room to broaden. 
 

 
 

However, that rotation is exactly what you want to see following a geopolitical shock. 
Energy, the wartime beneficiary, has given back its gains. Technology has led the 
recovery. Consumer discretionary has followed, with Friday’s cruise sector surge (Royal 
Caribbean, Norwegian, Carnival all up 9%+) signaling consumers are betting on 
normalcy. Industrials and financials have contributed. And the Russell 2000 has 
outperformed the S&P 500 by a margin that argues for something well beyond a short-
covering rally. That’s five of eleven sectors posting meaningful gains with genuine 
fundamental drivers behind each. 
 
Another important factor right now is earnings. As we noted earlier this week, Goldman 
Sachs is maintaining its year-end S&P 500 target of 7,600. That target is premised on 
$309 per share in 2026 earnings and 12% growth, which they describe as “a 
fundamental floor.” In their view, this is more supportive of a bull market. 
 
“The bull market is maturing, not ending. With 12% earnings growth acting as 
a safety net, the transition offers a more sustainable path.“ 
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The current episode has already outpaced the average recovery time of under 60 days, 
completing its round-trip to new highs in just 21 days. The speed is notable, comparable to 
the post-Iraq War recovery of 2003, which went on to produce a 33.7% 12-month return. The 
COVID comparison (148 days to recover, then +43.6% over six months) is also instructive. 
What initially looked like a mechanical short-covering rally in April 2020 turned out to be the 
opening act of one of the most powerful bull markets of the modern era. The key distinction in 
all these cases is what’s happening beneath the surface, and in 2026, that’s increasingly 
constructive. 
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The weight of evidence has shifted. At the start of this week, our scorecard was roughly 
balanced — three confirmed bull signals against three legitimate bear concerns. As of 
Friday’s close, the bull case has added three material confirmations: Russell 2000 at a new 
ATH (breadth), oil’s single-session collapse (geopolitical resolution), and sector rotation into 
cyclicals (genuine buying, not short-covering alone). The bear case retains one critical point: 
RSI at 72.3 argues for near-term patience on new entries, not a reversal of the trend. 

 
 

The verdict: This is no longer a short-covering rally. It was one when it started. It isn’t one 
anymore. The transition from a mechanical short-covering rally to a fundamental bull 
market resumption typically happens when: 
 

• The shorts have been largely covered, 
• Breadth expands, 
• Sector rotation confirms the recovery is economic rather than positioning-driven, and 
• A fundamental catalyst removes the original trigger for the selloff. 

 
As of Friday, all four conditions have been met. 
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What To Do If You Missed The Rally 
 
This is the most emotionally loaded question in the room. If you have been listening to 
the “Perpetual Purveyors Of Doom,” you watched a short-covering rally turn into an 
11% surge and a new all-time high, and now you’re wondering whether to chase it. The 
instinct is understandable. The discipline required to resist the “negative commentary” is 
what separates good investors from the rest. 
 
Here’s what history consistently shows: most breakouts that begin as a short-covering 
rally, and then sustain above key moving averages, offer a secondary entry point within 4 
to 6 weeks of the initial move. Markets rarely transition from correction lows to sustained 
new highs in a straight line. The more common path involves: 
 

• An initial surge (the short-covering rally phase), 
• A consolidation or shallow retest of former resistance, and 
• Then a continuation move. That retest is your entry. 

 
Therefore, as shown below, depending on how you are currently invested, you can take 
actions to navigate whatever comes next. 
 

 
The macro backdrop hasn’t been cleared of all risk, as oil remains above $90 per 
barrel, inflation is sticky, and the Fed has no near-term rate cuts in the pipeline. The 
ceasefire is fragile, and the Islamabad negotiations haven’t yet produced a signature. 
Any deterioration on those fronts is a reason to reduce exposure, not add to it. 
 
What we are watching most closely over the next two to three weeks isn’t the price 
level, it’s the breadth confirmation. We want to see the percentage of S&P 500 stocks 
above their 200-day moving average cross back above 60%, then 70%. We want to see 
volume improve on up-days and dry up on pullbacks. And we want to see earnings 
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season deliver results that justify the multiple, not just the sentiment reset that a short-
covering rally provides. 
 
BOTTOM LINE:  The S&P 500’s return to all-time highs is technically significant, but 
significance and sustainability are not the same thing. Yes, a short-covering rally lit the 
fuse, but the sustained move above the 200-day moving average, the improving VIX, 
and the early earnings beats suggest something more durable may be taking shape. 
History is clear that markets recover from geopolitical shocks faster than almost anyone 
expects. The investors who come out ahead aren’t the ones who chase; they’re the 
ones who use pullbacks to build positions in quality names, maintain discipline on 
stops, and resist the urge to mistake speed for safety. The next two to three weeks of 
earnings will tell us whether this is a new leg higher or the best exit ramp before a 
retest. 
 
Trade accordingly. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Good luck trading… 
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