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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: 
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Economic Calendar for Next Week: 

 
 

Looks like the next Fed Rate Hike is pushed to December: 
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As we start Q4 it is interesting to note that the worst month of the year (September) did not 
turn out so bad.  In fact, as I have mentioned on my YouTube channel, it has just 
consolidated sideways since August.  Technically this “usually” leads to an upside breakout.  
That would be the start of the best 3 months of the year, from mid-October until mid-January. 
 
Here is the S&P: 

 
 
And the NDX has just broken out: 
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Using the NDX and zooming in to the last 9 months, using Consolidation Theory the 
Measured Move implies a target of about 36,000, or a 17% move probability.  The Expected 
Move to mid-January implies 34,000, or about 11%. 
 

 
 
The Monthly chart for SPX still showing an upward channel 
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From a liquidity standpoint, except for Supply increasing, the other indicators usually take 
liquidity out of the market, especially the US Dollar, Oil and the 10-Year Yield. 
 
The fact that the market has hung in well during this period implies the economy is much 
stronger than expected. 
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As the Dollar and the 10-Year continue to climb (Panels 2 & 3 below), Gold and Gold Miners 

fall (Lower 2 panels). 

 

Semiconductors and Software are now moving together: 
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The VIX below 16 still implies low volatility and sets up for a bullish move. 

 

Although the Put/Call Ratio is getting to an area where Tops can form: 
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The JP Morgan Collar for Q4 has the ceiling at 8,105.  At the beginning of this year I thought 

the S&P could get to 8,000.  We’re not that far away. 

As you can see below, since every institution and hedge fund knows where these levels are 

at the beginning of each quarter, it often stays near the “Magnet Zone”, or halfway between 

the upper and lower collars. 

I think we’ll be closer to the upper end of the range in Q4. 

 

 

For those that want to understand the JP Morgan Collar better, there is a presentation on the 

website on the Charts Page next to the link for the JP Morgan Collar chart. 
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Weekly Performance: 
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Satellite Companies: 

 

Quantum Computing: 
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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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Since we finished the month, here is the status of the Dividend Portfolios for September. 

Subscribers can find the lists of stock symbols on the Portfolios Page of the website. 
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From Real Investment Advice: 

Q4 Market Outlook: Strong Years Usually Finish Strong - RIA 

Excerpt: 

🏛️ Market Brief -Bond Yields Hit A 24-Year High 

The bond market ran the show this week. On Thursday, the 10-year Treasury yield 

touched 5.34%, its highest level since April 2002. It eased back to roughly 5.28% by 

Friday. The 30-year yield pushed toward 5.67%. Stocks absorbed the shock better than 

you might expect. The S&P 500 slipped 0.3% to 7,722.72. Meanwhile, the Nasdaq-100 

gained 0.7% as Nvidia set a record, topping $5.7 trillion in market value. The Dow 

lagged, with banks and other rate-sensitive names taking the brunt. 

Two weeks ago in “The Fed Rate Hike Won’t Fix The Inflation It Targets,” I argued 

that rate hikes can’t cure a supply shock. This week’s data made that case for me. 

The ISM manufacturing index held steady at 54.5, but its prices component jumped 

6.8 points to 77.9. That’s the highest reading since the Iran war began, and not a single 

commodity reported a price decline. Brent crude finished near $103 a barrel on reports 

of more U.S. military deployments to the Middle East, even after the G7 agreed to 

release strategic reserves. 

Then Friday’s jobs report flipped the script. The economy added just 29,000 jobs in 

September against expectations closer to 85,000. Revisions erased another 60,000 

jobs from the July and August totals. Unemployment rose to 4.2%, while wage growth 

slowed to 3.0%. Bad news became GOOD news as traders cut the odds of an October 

rate hike to roughly 18%. Subsequently, yields backed off their highs, and the S&P 500 

rallied 0.7% on Friday on the bet that a cooling labor market will force the Fed to stop 

tightening, even as pipeline inflation keeps climbing. 
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Make no mistake, that combination has a name. Weaker hiring and hotter input prices 

are two ingredients of “stagflation,” the third is weak economic growth, which is not 

happening at the moment, with Q3 estimates north of 4%. That’s the risk of the Fed 

hiking into an oil shock, stalling economic growth. The yield itself is also a problem for 

stocks. At more than 5%, the 10-year Treasury offers investors a risk-free return 

that equities haven’t offered since 2002. That’s the “there is no alternative” trade 

running in reverse. 

Leadership stayed narrow. Technology gained 1.8% and energy 1.5%. Health care 

(−2.7%), financials (−2.5%), and communication services (−2.3%) led the decline. The 

equal-weight S&P 500 fell 0.7%, trailing the cap-weighted index again. Gold dropped 

3.4% as the dollar firmed. 

The macro thread for next week is simple. If the 10-year holds above 5% through 

Wednesday’s auction and minutes, rate-sensitive stocks stay under pressure. A slide 

back below 5% would give the rest of the market room to breathe. 
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Q4 Market Outlook: History Rewards A Strong First Nine Months 

Start with the statistic that matters most. Ryan Detrick at Carson Investment Research 

screened every year since 1950 when the S&P 500 entered Q4 up 10% to 20%. There 

are 21 of them. The fourth quarter finished higher in 18, an 85.7% hit rate. The average 

gain was 5.3%, with a median of 5.5%. For all years since 1950, Q4 averaged 4.2% 

and rose 80.3% of the time. 
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Q4 gained in 18 of the 21 “sweet spot” years. Only 1979, 1983, and 2012 finished 

lower, and none lost more than 1.3%. 

As of September 27, the S&P 500 was up 13.1% with three trading days left, which puts 

2026 squarely in that group. The losing years are worth a look. They were shallow. 

Across 21 observations, the worst fourth quarter was a 1.3% decline in 1979, while the 

best was an 11.6% gain in 2003, and eight of the 21 years delivered 7.5% or more. The 

asymmetry in this sample is the real story, because the misses were small and 

the hits were large. I rebuilt the table using Carson’s figures and got an average of 

5.24% rather than 5.3%. That rounding difference changes nothing. 

The Midterm Calendar Adds A Second Tailwind 

The second layer is political. As I noted in Tuesday’s Daily Market Commentary, 

October is the best month of midterm years since 1950. It averages a 3.0% gain and 

finishes higher 73.7% of the time. November isn’t far behind at 2.7%, and it’s the most 

consistent month on the midterm calendar, closing higher 78.9% of the time. Add the 

three fourth-quarter averages together, and you get roughly 6.5%. 
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October (3.0%) and November (2.7%) are the two best months of the midterm calendar. 

June’s 2.1% average decline is the worst. 

Such is the typical rhythm of a midterm year. Markets dislike uncertainty, and the 

months before a midterm vote are full of it. Once the ballots are counted, even a 

gridlocked result removes a variable, and money that sat out the summer tends to come 

back. One more detail makes this more useful than it looks. Only one year, 1950, 

appears in both the strong-year and midterm samples. These are two largely 

independent tailwinds, not one signal counted twice. Seasonality is a tailwind, NOT a 

guarantee. 

Earnings Estimates Are Rising, Which Rarely Happens 

The fundamental case is where this quarter gets interesting. According to FactSet’s 

September 18 Earnings Insight, analysts expect Q3 earnings growth of 28.9% on 

revenue growth of 11.9%. On June 30, that estimate was 26.7%. Over the past five 

years, estimates have fallen by an average of 2.2% per quarter. This time, they 

climbed, and 72 companies issued positive guidance against 43 negative. 

The track record argues for upside surprises. Q1 earnings grew 20% against an 11% 

consensus, and Q2 delivered 32% against 22%. The forward multiple has also 

compressed to 19x, roughly 15% below its 2026 high, as earnings outran price. 
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Q3 growth expectations rose from 26.7% to 28.9% during the quarter. Analysts see 

26.5% growth in Q4. 

We discussed the scale of this earnings run in our look at earnings and price 

breaking 90-year trends. The upshot for Q4 is simple. Rising estimates into the 

reporting season give companies room to beat, and beats are what restart the 

buyback machine. The trade-off is that the bar is higher, not lower. Rising 

expectations leave less room for the usual “beat by a penny” rally. Guidance will matter 

more than the headline print. 

Buybacks, Liquidity, and Sentiment Are Turning Together 

One thing missing over the last month has been corporate buybacks, which are the 

largest single buyers of U.S. stocks. Our prior analysis found the blackout period cuts 

corporate purchases by roughly 35%. That window reopens company by company as 

each one reports, starting with the banks in mid-October. The dry powder is there, too. 

According to Citadel Securities, U.S. companies authorized $1.3 trillion in buybacks 

through September 29, the most on record at this point in the year. Windows reopen 

around October 15, and execution has historically picked up into November. 

Last week, an astute reader wrote to ask how I can remain constructive as the Fed 

hikes rates. It’s a perfectly logical question. To answer that question, let’s analyze the 

most crucial thing to markets: liquidity. 

This past month, the Fed raised the Fed funds rate on September 16. This was the first 

increase since 2023, which increased the cost of money. Crucially, while the “cost” of 

money went up, the “quantity” of money isn’t shrinking. The Fed ended quantitative 

tightening on December 1, 2025. Then, the Fed bought roughly $160 billion in 

Treasury bills for reserve management in the first half of 2026, and bank reserves stood 

near $3 trillion in August. In other words, the price of liquidity rose while its supply 

held steady. 
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Then there’s sentiment, and it may be the most powerful fuel of all. In the week of 

September 18, AAII bears hit 53.3% with bulls at just 28.8%, the weakest reading in 16 

months, even with the index only 2% from its high. One week later, bears slipped to 

48.1%. 

Professional money de-risked even faster. Citadel Securities estimates CTA equity 

positioning swung from +2.35 standard deviations at the end of August to −0.80 today, 

a three-sigma reversal in one month. Retail cash trading also fell to its lowest level of 

2026 in September. 

 

Meanwhile, as noted in Tuesday’s commentary, inflows to money-market ETFs reached 

levels that have coincided with market lows since 2018. Bob Farrell’s Rule #9 reminds 

us that when all the experts and forecasts agree, something else is going to happen. 

Right now, the consensus is bearish. Bearish investors hold cash, and that cash 

becomes a buyer when the mood turns. 

The best setups for a strong fourth quarter are the ones nobody believes in. This looks 

like one of them. 
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OCTOBER: This is one of the peculiarly dangerous months to speculate in 

stocks. The others are July, January, September, April, November, May, March, 

June, December, August, and February.  

– Mark Twain 

 

“October has long been a time for reaping—but also for sowing. 

  

Yes, in 1987 the stock market crashed on Oct. 19, falling more than 20% in a single 

day. Over the five days ended Oct. 10, 2008, as the global financial crisis intensified, 

U.S. stocks lost 18%, the worst week then on record. The panic of 1907, which 

devastated the U.S. banking system, also erupted in October. Some researchers have 

even argued for a “Halloween indicator,” which steers clear of stocks until after Oct. 31. 

  

And many investors, in my experience, worry that October is cursed by the market 

gods. 

Well, then, so is January, when the horrific bear market of 1973-74 began, initiating a 

48% wipeout. So is February, when the 22% swoon of 1966 started—and the pandemic 

panic of 2020. So is March, which kicked off the beginning of the disastrous bear 

market of 2000-02, when tech stocks fell by about 80%—and the second-worst market 

downdraft on record, from 1937 to 1942, when the stock market lost 60%. So is April, 

which in 2011 was the start of a 19% drop that ended at the beginning of October.” 

 

 

 

Editor’s Note: 

In the last 50 years, 8 of the last 15 market declines have ENDED in October. 

 

 

Good luck trading… 
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