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This Week 

Michael McNiven of Cumberland Advisors wrote this on Wednesday: 

The 401(k) was originally a 1978 loophole in the law that permitted companies  

to allow employees to defer compensation pre-tax in order to buy stocks. That 

exemption then led to setting up retirement plans that became the primary 

retirement vehicle for American workers, in place of pensions. But the ensuing 

forty years has demonstrated the failure of this change in helping people 

adequately prepare for retirement. There are two reasons for the failure.   

First, people have not saved enough money. Individuals must take ownership of 

their own retirement plans, yet employers and the financial industry have not 

done a good job in educating people about their longer-term retirement needs.  

Second, the financial industry has larded up the aggregate fees in an opaque 

system that has systematically hindered investment returns for workers. Financial 

advisors who recommend high-fee mutual funds or other investments receive 

backdoor payments known as “revenue sharing.” Further deregulation to allow 

more opacity and higher-expense private equity investments only exacerbates the 

problem. 

Cumberland Advisors sends out a free newsletter. If you're interested you can sign up here. 

          -          -          -          -          -          -          -          -          -          -          - 

Disney says they will be laying off 28,000 employees. Airline layoff estimates now stand at 

over 30,000.  

This week Steve Blumenthal said: 

As I wrote last week, without another relief package the economy will fall into a 

depression by the end of the year. 

David Rosenberg was less optimistic: 

We are in a depression—not a recession, but a depression. And I think the 

dynamics of a depression are different than they are in a recession because 

depressions invoke a secular change in behavior. Classic business cycle recessions 

are forgotten about within a year after they end—the scars from this one will take 

years to heal. 

Thanks to John Mauldin and his Thoughts From the Frontline  for sharing excerpts from 

David's weekly letter. 

https://www.cumber.com/category/market-commentary/#login-box1
https://www.cmgwealth.com/ri/on-my-radar-great-reset-update-50-trillion-debt-coming/
https://ggc-mauldin-images.s3.amazonaws.com/uploads/pdf/TFTF_Oct_02_2020_3.pdf


Long-Term Trends       ← Use this link to see all the market barometer charts 

Markets do not change course overnight. Speculating about the future is a waste of time, but 

markets trend and understanding what is happening now tells us what is most likely to happen next. 

VTI, SPX, and COMPQ all jumped back above their respective 13-week averages. IWM 

jumped above its 13-week average so the red dots I speculated about last week did not 

materialize. 

 

 

http://www.trendlinedynamics.com/long_term_charts/


A Closer Look 

The week of Sep 25th, the SPX was below its 50-day average. This week it jumped back up 

to it. The NYAD advance-decline line is still declining from its Aug 12th high. SPXA50R is the 

percentage of stocks above their 50-day average. It ended this week slightly above 50.   

 

 

 

In order to make more room to see the SPX, NYAD, and SPXAD50R, I'm dropping the VIX chart for a 

while. I think the SPXAD50R indicator is significantly more important the VIX for understanding what's 

going on in the market. If you want to check the VIX chart with the same layout I was using, save the 

following permanent chart link to it at Stockcharts.COM 

http://schrts.co/TnAdQBAv


Core Universe       ← Use this link to get to the live Core Universe Table and column descriptions 

 

Last week's choices were: IYT 20% (5% stop 194.78), SHV 80%. 

 

This week I'm going to show you how I evaluate each of the ETFs with the top 10 relative 

strength rating each weekend. For each ETF, I look at the trendline charts, then I look 

through the 6 basic charts at the bottom of the ETF page. I look at the "Local Trend" which 

is the price trend for the last couple of weeks. That trend is generally rated as up, down, 

horizontal, or sometimes "mixed" (e.g., the blue line on the ATS chart is down but the ATS 

is rising). Then I look at the MACD+, which is rated up, down, or flat. When the red or 

green bars in the histogram are between -0.3 and +0.3, I consider the reading "flat" or 

"neutral". I also consider the RSI neutral when it's between 45 and 55. For me, the CMF is 

flat when it's between -0.5 and +0.5. The OBV is a little trickier because it doesn't have any 

http://trendlinedynamics.com/cu_charts


scale, so I eyeball it by looking at the last couple of weeks. Here are the ratings for the top 

10 ETFs this week.  

 

Sym MTA RelStr LocalTrend MACD+ RSI CMF OBV Watch For 

IYT ↑ 5.2 → ↓ → ↓ → Close < 5% Stop 

IGV ↑ 3.1  ↑ ↑ ↑ ↑ Close > $320 

QQQ ↑ 2.9  ↑ → → ↑ Close > $280 

EEM ↑ 2 ↕ ↓ → ↑ ↑ Close > $45 

VTI ↑ 1.8 ↕  → ↑  Clear LocalTrend 

GLD ↑ 1.8 ↓ ↓ ↓ → → Turn up 

SPY ↑ 1.6 ↕ → → →  Clear LocalTrend 

IWM ↑ 1.2 ↓ → → ↑  Close > $155 

VGK ↑ 1.1 ↓ ↓ ↓ ↑ → Close > $55 

EFA ↑ 1.1  ↓ ↓ ↑ ↓ Turn up 
Legend: Up: ↑, Down: ↓, Sideways: →, Mixed: ↕, Turn Up: , Turn Down: 

Since we're holding IYT, the decision is whether to continue holding it or to sell. For the 

other 9 ETFs, the decision is whether to buy them or not. The "Watch For" column is a 

reminder about the most immediate event that will warrant reevaluating the ETF during the 

week. 

"Clear LocalTrend" means that the local trend currently has mixed or contradictory aspects 

and we are waiting for it to become clearly up or clearly down. 

During secular bull or bear markets, the decisions about what to buy/hold/avoid are usually 

quite clear. Unfortunately, we are trying to eke out some profits in a highly volatile, seesaw 

market. This is why we are using shorter term strategies like the 5% trailing stop rather 

than relying on our long-term investing tool, the MTA. 

In this particular case, we see no reason to close out our IYT position. We also see no 

reason to buy any of the other Core Universe ETFs. 

So this week's selections from the Core Universe will remain:  IYT 20% (5% stop 194.78), 

SHV 80%. (Although you might want to look at XHB in the Auxiliary Universe.) 



Sector Universe       ← Use this link to get to the live Sector Universe Table and column descriptions 

 

 

The top sectors by RelStr are XRT, XLY, XLB, XLK, XLI, and XLC. 

http://www.trendlinedynamics.com/sector_charts/


Auxiliary Universe       ← Use this link to get to the live Auxiliary Universe Table 

 

 

Despite the highest relative strength, SLV still lacks any impressive pizzazz. 

XHB made a new all-time high this week. With plenty of liquidity, both CMF and OBV rising, 

and RSI and MACD+ in positive territory, XHB looks like a good place to put some money. 
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http://www.trendlinedynamics.com/auxiliary_charts/

