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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: 
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Economic Calendar for Last Week: 
 

 
 

Economic Calendar for Next Week: 
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Best chance for the next rate hike is in December: 
 

 
 

10-Year is sitting right on the 5% support level…  will it hold or break? 
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A refresher on how markets work: 

 
 
And the current cycle…  We either bounce to the top or break to a new Markdown Phase: 
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The rotation graphs do not look favorable: 
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The only thing that has been holding this market up as large Cap Tech sells off is the rotation 
into Defensive Sectors like Energy, Staples and Healthcare: 
 

 
 
And Financials: 
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SpaceX (SPCX) had its largest share unlock of 1.3 Billion on Thursday, after their stellar 
earnings on Tuesday.  You can see shareholders were taking profits the last 2 days, although 
it seemed to slow down on Friday.  At some point those new shareholders will exhaust the 
selling, then we’ll see if the great earnings help. 
 
The selling volume was in the first 2 hours of the Unlock day, then right at the end.  But 
volume all but dried up on Friday as the Relative Strength went back above 40.  Most of the 
volume was between 147 – 150.  Looks like a possible higher low, but we need a new higher 
high above 150 before a new uptrend is in place. 
 
The volume for earnings was more than the volume for Share Unlock selling. 
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The one positive is that the Advance Decline Lines have started to move higher.  Even 

though the price low was the same on Friday as they were on October 1st, the 

Advance/Decline lines are higher.  This is an important metric to keep an eye on. 

 

 

Finally, the % of stocks above their key moving averages continue to improve: 
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One big question – will this mid-term Q4 look like Trump’s last mid-term Q4? 

From Stock Trader’s Almanac: 

So far, the Nasdaq has been following the 2018 pattern, but the S&P has not: 

 

Here’s what the seasonal trend looks like for October: 
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Also from Stock Trader’s Almanac, the trends around Halloween (next week): 

Bullish Halloween Trade and Midterm Election Trades Collide 

One of the most bullish short-term stretches on the calendar is the last several trading 

days of October through the first few days of November, specifically the last four trading 

days of October plus the first three trading days of November: the “Halloween Trade.” 

Since 1994, DJIA, S&P 500 and NASDAQ have been up 78.1% of the time over this 

seven-day period, with average gains of 1.8% for DJIA and S&P 500 and 2.2% for 

NASDAQ. Russell 2000 has been up 75.0% of the time with an average gain of 2.2%. 
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Weekly Performance: 
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Sectors: 

 

 

Growth vs Value: 
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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: 
 
Stock-Bond Correlation: Oil Broke The Hedge. Oil Will Fix It. - RIA 
 
Excerpt: 
 

🏛️ Market Brief – Earnings Season Opens On A Raised Bar 

 
The headline reason for this week’s tech rout was Meta. The company beat earnings 
estimates, then reported its first cash outflow in more than a decade as AI spending 
outpaced cash inflows. It also announced a two-for-one split and will issue non-voting 
shares to help fund the buildout. The stock fell 7% on Thursday, and the Philadelphia 
semiconductor index dropped 6.7%. The Nasdaq Composite had its worst day since 
early June. Friday added oil to the pile, with Brent settling at $116.72, a six-month high. 
The S&P 500 finished the week at 7,623.68, down 0.4% and its second straight weekly 
loss. The Dow, oddly enough, gained about 1.4%. 
 
If you only paid attention to the headlines, you’d think Meta’s cash flow statement 
broke the “AI story” overnight. It didn’t. This is always the problem with “media 
headlines.” The media quickly suggested that Meta was the explanation for the selloff 
after the fact. It is the kind of headline that gets attached to a move once the move has 
already happened and everyone needs a story to explain it. However, in reality, the 
selloff didn’t need Meta. It just needed a reason, and Meta happened to supply 
one. 
 
I say this because the setup was already in place three weeks ago. In the October 6 
Daily Market Commentary, we wrote that “technology is very overbought” and that 
tech allocations sat in the 96th percentile of the past five years. That’s why we 
rebalanced the ETF Sector Rotation Model toward value and took profits in the 
growth factors. The numbers backed it up. On October 2, the technology ETF (XLK) 
sat 7.3% above its 50-day moving average with an RSI near 69. The semiconductor 
ETF (SMH) was 10.7% above its 50-day. As Bob Farrell’s Rule #1 reminds us, markets 
tend to return to the mean over time. They usually do it faster than anyone expects. 
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Since that rotation, SMH has fallen 16.4%, XLK has fallen 8.3%, and the Nasdaq-100 
ETF has lost 6.0%. On the other side, the equal-weight S&P 500 and large-cap value 
both gained 3.2%, and energy rose 10.4%. That’s rotation, not a broad liquidation. 
 
Here’s the part that matters for what comes next. Tech is starting to get decently 
oversold. XLK’s RSI has dropped to 38, and the ETF sits 3.4% below its 50-day 
average. SMH and communications (XLC), home to Meta and Alphabet, both have 
RSIs of 33. Those aren’t washout readings yet, but they’re close. Meanwhile, the 
defensive trade that worked so well is getting crowded, with energy’s RSI at 69 and the 
ETF 7.8% above its 50-day. Cross-asset, the 10-year Treasury yield ended near 4.99% 
after Thursday’s bond rally, the VIX closed at 19.70, and bets on an October rate hike 
faded. 
 
Such is the nature of rotations. They feel like a crisis in the sector being sold and a sure 
thing in the sector being bought, right up until the positioning flips. Next week, the Fed 
and the biggest names in tech will decide whether this oversold bounce has a reason of 
its own. 
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Good luck trading… 
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Interesting that the top 4 birthdays are in September, 9 months after New Year’s Eve!! 
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