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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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A 25-bps rate hike is all but assured, with one more likely before year end. 
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Weekly Performance: 
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Sector Rotation: 

 

 

Growth vs Value: 

 

 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

 

http://www.breakpointtrading.net/


www.breakpointtrading.net 
 

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: 

This Time Is Different? Earnings and Price Break 90-Year Trends - RIA 

Excerpt: 

🏛️ Market Brief – A Bond Scare 

September, so far, is living up to its reputation. The market slipped to the 50-day 

moving average, with the tape taking orders from crude oil. For the week, crude rose 

about 9% over four sessions, which pulled the 10-year Treasury yield higher right along 

with it, closing just under 5%. The corners of the market that hate higher rates slid while 

the S&P 500 dipped 0.68% to close the week at 7,666. However, that rather lackluster 

headline conveniently hides the real story beneath it. 

Take a look at the spread between markets. Small caps fell 2.38% while the Dow 

dropped 1.51%. The equal-weight S&P index gave up 1.87% while the cap-weighted 

index, by contrast, lost less than a point. The Nasdaq-100 barely budged, declining just 

0.52%. When the average stock falls three times as hard as the index, leadership 

is narrowing, not broadening. As we have flagged in recent notes on the AI complex, 

a market carried by a handful of names runs with a thin margin for error. 

Of course, the big news this week was the inflation data, which gave the bond market 

the excuse it needed. Headline CPI ran at 3.4% over the past year, and remains sticky, 

while core CPI remained at 2.4%, just above the Fed’s target. 

On the producer price side, inflation told a louder story, with PPI jumping 0.4% on the 

month and the annual rate accelerating to 5.4% from 4.8%. However, that number, 

while higher than expected, will be revised lower with the benchmark revisions at the 

end of the month. 

Overall, it was goods pricing that did the damage, which rose 1.1%, with diesel alone 

leaping 24%. Even core producer prices printed at 4.6%. However, while the bond 

market was jolted, the reality is that this was an oil shock rather than a sign of an 

overheating economy. The former doesn’t justify a Fed rate hike; the latter would. 

Neither report was a disaster, but neither one gives the Fed a clean reason to hike 

rates. 
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   This Time Is Different? 

For every secular bull market, there is an eventual secular bear market. The next leg of 

the full-market cycle inevitably begins where everyone believes “this time is different.” 

There were two important charts this past week that should at least lend a momentary 

pause. The first was from Ned Davis Research, showing the market (on a log scale) is 

now trading above the upper limit of its long-term trend. The previous extreme was in 

early 2000, for reference. 
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My Chart from the Website:
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Secondly, corporate earnings just broke above a trend that had contained them for 

more than 90 years. 

 

Currently, it is not surprising that, given the advancement of AI, surging earnings 

growth, and bullish markets, investors inevitably come to believe that “this time is 

different.” The question we want to explore today is “Is it really different this time,” or 

just a normal secular cycle playing out in real time?   

Earlier this month, I argued the AI bears are right about the excess but may be wrong 

on the trade. So let’s put the bull case on trial and see what holds. 

What’s Actually Driving The Breakout 

Let’s start with the good news, because there is plenty of it. Second-quarter S&P 500 

earnings grew roughly 31% year over year on an adjusted basis, well ahead of the 23% 

the Street had penciled in before the season. Bloomberg calls it the strongest non-

recession-recovery profit growth in its data going back to 1992. AI infrastructure did 

most of the heavy lifting. By BlackRock’s math, AI-related names drove close to 60% of 

the index’s earnings growth, and three hyperscalers account for roughly 70% of what 

analysts expect for the full year.ar. 

Yes, there are reasons to be skeptical of the earnings growth, such as one-time 

investment gains that are boosting the numbers. However, there is a part that the bears 
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keep glossing over. The rest of the index is finally pulling its weight as well. When you 

strip out energy, and the AI build, and the other roughly 490 companies still grew 

earnings 14% in the second quarter, a number that would headline most years on its 

own. The “broadening” everyone keeps asking for is finally showing up in the profit data 

itself, not the hope column. 

 

This rally is earnings-led, not multiple-led, and that single fact is what separates 

it from 2000. Look at the revisions. Forward earnings estimates have climbed for most 

of the year, while the forward multiple has drifted lower. Price has been chasing profits, 

not the other way around. Hyperscaler capital spending is running north of $700 billion 

this year, up more than 80%, funded out of cash flow rather than junk debt. 

Furthermore, the hyperscaler capex is REAL. The question was never whether 

the spending exists. The question is what you pay to own the earnings it 

produces. 

The Pain Trade Still Points Higher 
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However, the real risk to the bear case lies in the sentiment. You have a market 

compounding 30% earnings growth, and investors are positioned as if a recession just 

started. Sentiment across both the AAII survey and Goldman’s own indicator sits firmly 

bearish. Nasdaq-100 short interest is up 35% since June. A sharp third-quarter de-

grossing has pushed fundamental long/short net leverage into the 6th percentile of the 

past year, gross tech exposure sits in the 43rd percentile, and roughly $163 billion in 

cash is parked on the sidelines waiting for a pullback that refuses to arrive. 

Of course, the obvious is: “If everyone is already bearish, isn’t that itself the bullish tell?” 

The answer to that is “mostly, yes.” Strong earnings, light positioning, elevated shorts, 

and a mountain of idle cash are the exact ingredients of a “pain trade” that grinds higher 

and forces the underinvested to chase. Such is the setup that keeps me long into the 

highs even while I distrust them. 

 

A good example is that single-stock short interest just hit its highest level in more than 

fifteen years. Every one of those shorts is a future buyer the moment the tape 

refuses to break. That’s fuel, not a warning, at least for now. The warning is in the next 

section. 

The Asterisk On “This Time Is Different” 

Here’s the problem with the clean bull story. The multiple only looks reasonable 

because it’s sitting on peak earnings. The S&P trades near 25.6 times trailing profits. 

That runs above the long-run average, and it runs above the typical reading at prior 

bull-market peaks. The Shiller CAPE just hit 41, its 96th percentile since 1980, a zone 

AQR ties to something like 3.9% annual returns over the next decade. 
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While there is a lot of focus on the market price, the risk was never really the “P.” It’s 

the “E.” When earnings break above a trend that held for ninety years, they are, by 

definition, above trend. And above-trend things are the things that mean-revert. A 

“reasonable” forward multiple computed on earnings that later prove to be a cycle peak 

is one of the oldest traps in the book. Such is the quiet danger in every “this time is 

different” market: the story is usually true right up until the math stops cooperating. 
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How These Breakouts Usually End 

As we have discussed previously, Bob Farrell’s Rule #4 has aged well for a reason. 

“Exponential moves,” he wrote, “usually go further than you think, but they do not 

correct by going sideways.” That’s the uncomfortable geometry of a breakout above a 

nine-decade trend. It can extend beyond the skeptics’ ability to stay solvent, and it can 

still end with a snap rather than a slow drift back. Both things are true at once. 

So, in my view, there are only two ways this will eventually resolve, and the market is 

currently pricing the first option with near 100% certainty. 

1. Either AI capital spending converts into durable returns and record margins hold, 

in which case earnings grow into the price, and the bull runs on. Or, 

2. Capex depreciation starts hitting the income statement, AI demand hits an air 

pocket, margins normalize, and profits fall back toward the trend they just 

escaped. 

Here is the most important point. Whatever event causes the “E” to revert towards its 

long-term mean, the “P” will be repriced lower. I laid out the arithmetic of that second 

path in Why Crashes, Timing and Valuations Still Matter, and the math is unforgiving. 

 

Nothing about a valid breakout tells you which path you’re on until you’re well 

down it. That’s precisely why you don’t have to pick. You participate in the move while 

it runs, and you pre-commit to the exit before it ends. 

 

Good Luck Trading… 
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