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This Week 

This morning Jared Dillian said: (full article here) 

[Inflation is] showing up in raw material costs, transportation costs, and labor costs. It’s 

everywhere. And companies are raising prices in response. 

…PPI printed 4.2% not long ago, which should get people’s attention. Mohamed El-Erian says 

that 3% inflation at this point is pretty much a given. 

…You may believe that inflation is transitory—lots of people do. “All of this is supply chain 

stuff or distortions caused by the government,” they say. “Once we work through this, we’ll 

be back to low and stable inflation.” 

This is not my belief. My belief is that we have entered a period of persistently high inflation. 

and Dr. Robert Eisenbeis, Chief Monetary Economist at Cumberland Advisors (full article here) 

CNBC’s most recent survey of economists, released April 27, showed that they now expect 

6.8% growth in Q1 2021, up from 5.3% in the March 16th survey. The Atlanta Fed’s 

GDPNow estimate stood at 7.9% on April 28. 

…As such, "the FOMC’s decision to keep its target federal funds rate between 0 and .25% 

and to maintain the current asset purchase program feels like a decision based upon stale 

news. 

…As in the statement following the last meeting, while inflation had increased, that increase 

was dismissed as transitory. 

…Second, Powell was asked what the FOMC might do if inflation rises above 2% but 

employment still falls short of what the committee might view as meeting its full 

employment standard. Rather than answering the question directly, he went on to deny the 

premise. He argued that inflation is unlikely to exceed 2% unless or until the economy 

achieves full employment. This assumption feels like a Phillips curve view of inflation 

dynamics. 

…All in all, we conclude that the FOMC is currently marking time, which will likely fuel market 

speculation as more data come out, especially if indicators are positive. 

 

It's interesting that two people from opposite ends of the economic spectrum are vehemently saying 

the same thing at the same time: a) inflation is here; b) it's not going away any time soon; and c) the 

Fed believes it is helping by continuing to shovel coal onto the fire. 

What are ways I am exploring to profit from inflation? In alphabetical order: agricultural commodities, 

energy, home builders, industrial metals, lumber, mining stocks, precious metals, real estate, value 

stocks, water stocks. . .     There is also INFL, an ETF which invests in companies likely to profit from 

inflation.  The INFL manager has no limits on what he buys, which could be either good or bad. 

https://www.mauldineconomics.com/the-10th-man/asymmetric-opportunities1
https://mailchi.mp/cumber.com/cumberland-advisors-market-commentary-one-wonders?e=7131e86ef1


Market Barometers       ← Use this link to see all the market barometer charts 

I will be first to admit that charts do NOT forecast price – they show path of least  

resistance and provide an excellent risk management tool.  —  Peter Brandt 

VTI, SPX, and COMPQ made new all-time highs. IWM has been in a rising channel since the 

end of January, and all four MTAs are still green. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

The SPX got above $4200 on Thursday then fell back below it on Friday. The NYAD  

advance-decline line followed price, while stocks above their 50-day averages declined 

throughout the week. 

 

 

 

 
 



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

 
 

Last week's choices were: EEM 20%, IWM 20%, IYT 20%, VNQ 20%, and VTI 20%  

 

Sym MTA RelStr 21Slp ATS RSI MAC CMF OBV Long HIgh-15% High-7.5% Last 

IYT ↑ 5.3 →  ↑ ↑ ↑ → ↓ → yes $230.32 $250.65 $269.65 

VNQ ↑ 4.3 ↑↑ ↑ ↑ ↑ ↑ ↑ ↑ yes $84.22 $91.65 $99.08 

VTI ↑ 3.0 ↑↑ ↑ ↑ ↑ → ↑  yes $185.89 $202.30 $217.10 

VGK ↑ 2.9 ↑↑ ↑  ↑ → ↑ ↑ no $56.96 $61.98 $66.01 

QQQ ↑ 2.4 ↑↑ ↑ ↑ ↑ → ↑  no $290.71 $316.36 $337.99 

EFA ↑ 2.1 → ↑ ↑ ↑ → ↑ → no $67.40 $73.34 $78.11 

IWM ↑ 2.0 ↓↓ → → ↑ → → → yes $199.26 $216.84 $224.89 

IGV ↑ 1.1 ↑↑ ↑  ↑ → ↑ ↓ no $327.71 $356.62 $368.46 

EEM ↑ 0.3 ↑ → ↓ ↑ → ↑ → yes $49.27 $53.61 $53.98 

             

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

Just like last week, I'm maintaining a stop on EEM at $51.68. VGK is getting very close to VTI, et 

cetera, et cetera. You're probably wondering why I don't just punt EEM and buy VGK.  

The existing MTA rules don't provide for a situation like this, but we'll take a closer look at EEM 

and VGK on the next page. If you break your own rules, then you don't have a system. Maybe 

the rules need an update, or maybe a carefully-considered compromise is allowable. . .but first 

we need to examine the situation with great care. 

https://trendlinedynamics.com/core_universe_charts/


Here are EEM and VGK, side by side. EEM made a peak in February, dropped back about 10%, and 

has been essentially sideways since the beginning of March. Meanwhile, VGK continues to climb. 

 

But if we zoom out to a 16-year chart, we see that EEM has hit some old historic resistance. Back 

before the sub-prime lending debacle, a lot of people bought EEM near $55. Some of them never sold, 

but promised themselves that if price ever got back up to that level, they would dump EEM. (Of 

course, this makes no rational sense, but ego is powerful and some people refuse to "take a loss" 

despite the fact that selling at $55 after 13 years constitutes tremendous inflation and opportunity 

loss.) EEM is working its way through this pocket of supply now. VGK will be facing a similar situation 

between $70 and $80. Maybe VGK will punch through this resistance, maybe not. 

 

EEF has stalled for 8 weeks. VGK is climbing. Either ETF could move higher, and either could bounce 

off resistance and turn down. My solution is to hedge by selling half the EEM position and use that 

money to take a half position in VGK. I have done this before. Theory is great, but reality is seldom 

tidy. Judicious compromise is sometime the best path. So this week's choices are: EEM 10%, IWM 

20%, IYT 20%, VGK 10%, VNQ 20%, and VTI 20%. 



Bond and Dividend Universe       ← Use this link to get to the live table and column descriptions 

 

Top funds by relative strength: 

"Yield" is either ordinary yield or "forward dividend and yield" as of 1-May-21 according to 

Finance.Yahoo.COM). When evaluating ETFs in the Bond and Dividend category, yield should 

be considered in addition to (or in place of) price appreciation.  

1 VICI 4.6 (Yield 4.16%) 

2 USMV 2.6 (Yield %1.72%) 

3 PFF 1.0 (Yield %4.90%) 

4 HYG 0.2 (Yield %4.86%) 

5 ANGL 0.2 (Yield %4.71%) 

6 JMUB 0.1 (Yield %1.86%) 

7 SHV -0.0 (Yield %0.32%) 

 

VICI owns market-leading gaming, hospitality and entertainment centers, including 29 

gaming facilities. VICI's properties are leased to gaming and hospitality operators such as 

Caesars Entertainment, Harrah's , Century Casinos, Hard Rock International, Penn National 

Gaming, as well as four championship golf courses. The REIT (Real Estate Investment Trust) 

ETF has dividend yield of over 4% and is held by over 100 other real estate ETFs, including 

Vanguard's VNQ. 

https://trendlinedynamics.com/bonds_and_dividends/


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

 

 

SPX Sectors with slopes better than the SPX Index:  

1 XRT 6.9 

2 XLF 4.9 

3 XLRE 4.5 

4 XLI 4.3 

5 XLE 3.8 

6 XLB 3.8 

7 XLC 3.3 

All SPX sectors remain up. 

https://trendlinedynamics.com/spx_sector_charts/


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

 

Auxiliary Sector RelStr Leaders: 

1 USO 7.2 

2 XHB 7.1 

3 ITB 6.4 

4 XME 5.2 

5 SOXX 3.1 

6 XOP 3.0 

7 IHI 2.5 

8 SRVR 2.4 

9 FIVG 2.0 
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https://trendlinedynamics.com/auxiliary_sector_charts/

