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This Week 

This month I am finishing up a second year of forward testing of the Macro-Trend Analyzer 

(MTA). I back-tested it with 19 years of market data and then did 4 months of daily testing 

before I added the MTA charts to the website.  There is a report showing the results of the 

19 years of back-tests. It may seem huge but 80% of it is just charts that can be glanced 

through very quickly. The forward testing performed just as well as the back testing. 

Back testing has both uses and limits. It is useful to get a notion of how a system behaves. 

But it doesn't tell what it will feel like when daily data is coming in, signals are appearing on 

the hard right edge of the chart, and you are placing positions with real money. Only 

forward testing tells you whether the signals still make sense in "real time" and you will 

have the confidence to take those signals without hesitation or second guessing the system. 

During the two years of forward testing (2019 and 2020), I ran MTA charts for over 90 

securities  and the results were very good.  We had a major decline last March where prices 

dropped very fast. I did not think the MTA to be able to keep up with the rapid rate of 

decline, but it actually performed very well and exceeded my expectations. I became kind of 

nervous in the months before the election and switched to a faster system because I 

thought the highly volatility would overwhelm the MTA. In reality, the MTA navigated the 

volatility quite well and showed that my concerns were unfounded. 

At this point I have complete confidence in the MTA for a wide range of securities. (No 

system works for all securities, but a quick look at the MTA chart will tell you right away if it 

works for the security you are considering. It does not work well on securities with big 

swings around an essentially horizontal trend, like SLV in 2017-2019. But it works really 

well with securities that have smaller swings and long rising/falling trends, like VTI. 

 

This is why we combine the MTA with Relative Strength to pick what to invest in. You don't 

need a large number of securities in order to make consistent profits. I will talk more about 

the MTA in future analysis reports. 

https://trendlinedynamics.com/articles/Three_Faces_of_the_MTA.pdf


Reading the MACD (and indicators like it) 

The MACD is often referred to as a "momentum" indicator. Most of the time it is actually an 

acceleration indicator. This month's IWM charts show an unusual exception. 

 

When we look at the ATS chart, it is clear that price is rising. In fact, it has been rising at a 

fairly steady slope since early November. So why has the MACD gone flat? Or has it? 

The MACD Oscillator is the black line on the chart. The black line is the difference between a 

12-day average (the fast average) and a 26-day average (the slow average). When price 

turns up (or down) that's a form of acceleration. The fast average reacts to changes in 

direction more quickly than the slow average, and when the fast average turns toward the 

slow average, the black line turns in the direction of the fast average (e.g., Sep 25, Oct 17, 

Nov 2). When the fast average crosses the slow average, the black line crosses zero (Sep 

18, Oct 6). On Nov 2, the fast average almost touched the slow average, causing the black 

line to get very close to zero. 

On Nov 3 the fast average turned up to follow price. The fast average raced ahead of the 

slow average, causing the black line to rise throughout November. But then something odd 

happened. Starting Dec 7 the trend continued rising steadily and the black line went flat.  

Remember that the black line is the difference between the fast average and the slow 

average. The black line went sideways right around the 3.25 level because the averages 

were parallel, both following price at a steady distance. (The Histogram measurements got 

confused and went to zero because red trailer line caught up with the black line.) 

The key concept here is that when the black line goes flat, it has become a measure of 

momentum, it is signaling a continuing trend, and the level of the black line (in this case 

~3.25) indicates the slope of the trend. 



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. 

The MTA for the four major indexes continues to be solid green. VTI and SPX have 

temporarily gone flat. IWM, after taking 8 months to shrug off the effects of March's rapid 

decline, broke out to a new all-time high in November and it is still going up. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

Since last Friday's close, the SPX moved a grand total of $6 — 2/10 of one percent — on 

predictably light volume. The fact is, the price of the market hasn't really gone anywhere 

since the 1st of the month, and the NYAD is telling the same story. Meanwhile, the SPXA50R 

has been essentially flat for even longer.  

A horizontal trend is not necessarily a bad thing. Periods like this are called "consolidations" 

and they are often followed by market rallies.  

 

 

 
 



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

 

Last week's choices were: EEM 20% (5% warning $48.53), IWM 20% (5% warning 

$186.48), IYT 20% (5% warning $215.17), VTI 20% (5% warning $184.32), and SHV 20%. 

Sym MTA RelStr Local Trend MACD+ RSI CMF OBV Long Events/Alerts 

IWM ↑ 7.4 ↑ ↑ ↑ ↑ ↑ → yes caution < $189 

IYT ↑ 4.7 ↓ → ↓ → ↑ → yes caution < $215 

EEM ↑ 4.3 ↓ ↑ ↓ ↑ ↑ → yes caution < $49 

IGV ↑ 4.2 ↑ ↑ ↑ ↑ ↑ ↑ no RelStr > EEM 

VGK ↑ 4.0 → → ↓ ↑ ↑ → no   RelStr > EEM 

VTI ↑ 3.9 → ↑ ↓ ↑ ↑ ↑ yes caution < $184 

EFA ↑ 3.9 → → ↓ ↑ ↑ → no RelStr > EEM 

Legend: Up: ↑, Down: ↓, Flat/Stable: →, Mixed: ↕, Turning Up: , Turning Down: 

This week's ETFs are: EEM 20% (5% warning $48.53), IWM 20% (5% warning $189.18), 

IYT 20% (5% warning $215.17), VTI 20% (5% warning $184.32), and SHV 20%. 

https://trendlinedynamics.com/core_universe_charts/


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

 

 

No change in the sectors at the top of the heap: XRT 7.7, XAR 7.4, XLE 6.0, XLF 4.9, XLI 

4.6, XLB 4.0, XLC 3.8. 

https://trendlinedynamics.com/spx_sector_charts/


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

 

Top RelStr Auxiliary Sectors are LIT 11.8, ARKW 11.0, XME 10.9, XOP 9.0, ARKQ 8.5, XBI 

7.9, IJS 7.3. 
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