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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: 
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CPI (Inflation) is forecast to come in at 4.2% next Wednesday, which would be a very high 

reading.  The only positive is that it “could” come in slightly lower. 

Here is the “Base Effect” for CPI next week.  When a small one drops off, CPI goes higher. 

 

 

Although commodities, especially Oil & Gas, declined a bit last month. 
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Friday saw a big selloff that might be the start of the “Summer Swoon”.  June is the 2nd 

weakest month of the year (September is the weakest).  Looks like it is starting off just as 

expected. 

Target could be the 50-Day SMA at ~7,200. 

 

 

Bitcoin looked even worse, closing below the 200 WEEK MA at about $60,000. 
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However, if you look at the Bitcoin 4-Year Cycle, it looks like it is due to bottom in October this 

year: 
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All of this ahead of next week’s SPCX IPO on June 12th.  It will be interesting to see how long 

it takes to price.  I expect it won’t have an opening price until well into the afternoon, on a 

Friday, giving investors the weekend to digest the results. 

Here are the unprecedented rule changes just for this IPO. 

I did a video on this last week, which can be found here:  SPCX IPO changes 
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Weekly Performance:  The 3 Aggressive Sectors look the worst (XLK, XLY, XLC) 
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The VIX, after being nearly 15 on Thursday, is now in Bear territory: 
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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: 

Two-Month Market Rally: What Comes Next? - RIA 

Excerpt: 

   Two-Month Market Rally Has Everyone Nervous 

Over this past week, everyone wanted the answer to the same question. Is this rally 

about to break? As we discussed last week, Broadcom (AVGO) held the semiconductor 

hostage to its earnings. Its revenue miss may have sparked the correction we 

discussed, but we will need to see follow-through next week. For now, however, the 

S&P 500 had an amazing run of roughly 16% over April and May, and a record close of 

7,599.96 on June 1. That run certainly has the bears pointing at the sheer speed of the 

move as proof that a reversal is coming. I understand the worry and have cautioned 

about the same over the last few weeks. This two-month market rally was fast and 

genuinely rare, but what is important now is what happens next. 

Therefore, the question we will explore is why this two-month market rally looks so 

unusual. 

Deutsche Bank’s Henry Allen put a number on the unease. A two-month market rally of 

16% in the S&P 500 has occurred only 4 times since World War II. Three of them came 

straight off a recession low: April and May of 2020, after Covid, March and April of 

2009, after the financial crisis, and January and February of 1975, after the first oil 

shock. Each was a coiled spring releasing. 

 

The fourth case is the one that keeps people up at night, the January and February of 

1987, a few months before the Black Monday crash that October, when the index fell 

more than 20% in a single session. That’s the only non-recession example on the list. 
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So the bear case writes itself. The one-time stocks ran this fast without a recession to 

bounce off of, and a historic crash followed within the year. 

However, hold on for a second. While that story is clean and, albeit, frightening, it’s also 

incomplete. 

The Analog Nobody Wants Is the Wrong Analog 

Here’s the problem with that argument. Look at what actually preceded each rally, not 

just whether the word “recession” technically applies. The 2020, 2009, and 1975 surges 

all launched off deep, washed-out lows. Prices had already collapsed. The fast rally that 

followed was the recovery, the snap back from oversold panic toward something closer 

to fair value. 

 

1987 was different in kind, not degree. Stocks had melted up roughly 40% into that 

August peak with no correction underneath them, valuations stretched and sentiment 

euphoric, so the speed of that advance was never a recovery from anything but the final 

vertical blow-off of a market that had simply refused to pause. That is why it broke. 

There was no real decline beforehand to justify the snapback. 

So the right question isn’t whether a recession came first. The question is whether a 

real decline came first. On that test, 2026 looks nothing like 1987. 

This two-month market rally launched off a genuine washout. The index fell about 10% 

into its late-March low of 6,343.73, and that drop came on the heels of the roughly 20% 

drawdown that bottomed back in April 2025. We didn’t melt up into this advance. We 

climbed out of a hole. That places the current move in the company of 2020 and 2009, 

not 1987. And the upside tail cuts the same way. Carson Investment Research found 

that when there was a two-month market rally that gained more than 20% since 1950, it 
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went on to rise an average of 16% over the next six months and 31% over the next 

year. 

Corrections Are Routine. The Big Ones Are Spaced Out. 

Yes, a two-month market rally surely raises concerns. However, step back, and the fear 

starts to look misplaced. Since 1945, the S&P 500 has experienced 33 corrections 

of 10% or more on a closing basis, the most recent being this year’s slide from the 

January 27 peak of 6,980.75 to the late-March low. That’s the headline number worth 

sitting with. Thirty-three. A 10% drop is not some rare event you brace for once a 

decade. It’s the toll the market charges for the gains it hands out the rest of the time, 

and on average, those declines have run about 14% from peak to trough before the 

next leg up begins. 

As we noted earlier this week in the Daily Market Commentary: 

“Let’s start with what this two-month market rally actually is. The market 

ALREADY took its medicine this year. It fell roughly 10% to the early April low, 

and what we’ve seen since is a recovery, not an unanchored melt-up. That’s the 

pattern after most corrections. Since the end of World War II, the S&P 500 has 

booked 33 declines of 10% to 20% on a closing basis. The table tracks each one 

from the day the decline began, how long it took to bottom, and then the prize for 

sitting tight: the rally from that low to the next market peak, and how long that 

climb lasted.” 

The typical correction cuts about 14% over roughly four months, and the rally off 

the low has historically run a median 34% over about 10 months before the next 

peak. This year’s advance is 19.8% in about two months. Fast, yes; however, by 

this table’s standard, it is still on the young side. As Bob Farrell’s Rule #4 reminds 

us, exponential moves usually run further than anyone expects before they roll 

over. 
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What matters more for today is the spacing. The deep declines, those that approach or 

breach 20%, tend to arrive years rather than months apart. We just cleared one in 2025 

with the roughly 20% drawdown that bottomed that April, and it was the real washout of 

this cycle. The modest 10% dip this March was the routine variety stacked on top of it. 

Two genuinely deep corrections inside the span of a single year would break the 

historical pattern badly, and after a stretch like the one we’ve just been through, the 

base rate strongly favors the shallow kind next. That’s exactly what the moving 

averages are now setting up. 

How Big a Pullback Would Actually Be Normal 

None of that means that the two-month market rally can’t pause. Technically, it was 

overdue, and with RSI north of 73, the tape was stretched. So the correction that 

started Friday was not unexpected. With the market this far above its moving averages, 

a mean reversion was all but inevitable. As such, we need to pay attention to the 

moving averages, which are the guides to eventual corrections. 

At the recent highs of ~7,600, the S&P sat about 7.7% above its 50-day average near 

7,058 and about 11% above its 200-day average near 6,831. Those gaps are the whole 

story. A garden-variety pullback to the 50-day is a roughly 7% decline. A deeper flush 

all the way to the 200-day is about 10%, and even that holds above the March low, 

leaving the larger uptrend fully intact. On Friday, the market cleanly took out its first 

support at the 20-day moving average. That break, if not recovered by early next week, 

leaves the 50-day moving average as the next logical support level. 
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That maps cleanly onto the historical norm. The market corrects by 5% to 10% in 

almost every calendar year. Since we already booked the double-digit drop in March, 

the odds are against a second deep correction. Of course, nothing is ever absolute. I 

made that same point about what’s actually driving this rally two weeks ago. That was 

when the base case was a pullback toward the 20-day, not a breakdown. Back-to-back 

deep declines are the exception, not the rule. 

 

 

 

 

 

 

 

Good Luck Trading… 
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