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This Week 

The Dangers of Hidden Risks 

 

The U.S. markets are regulated by the SEC (Securities and Exchange Commission) and FINRA 

(Financial Industry Regulatory Authority). They are both interested in maintaining fair and orderly markets. 

In China the Chinese Communist Party is in charge of businesses and the markets, and we seldom know 

much about what the party's interests or motivations are. . . 

 

Observers in China noticed the beginnings of a real estate bubble in 2010, but people assumed the 

Chinese government would smooth away that wrinkle. They didn't. Since last October, Evergrande shares 

have fallen more than 80%. Late Tuesday night the newswires started buzzing. 

 

One analyst said, "reports indicated that troubled Chinese property developer Evergrande’s main unit 

Hengda Real Estate Group says will make coupon payment for onshore bond due Sept. 23rd. That buys 

Evergrande some time, although debt restructuring is still likely." 

 

Another analyst offered, "A recent slowing of the real-estate sales in China appears to put Evergrande on 

the brink of insolvency. Without as much cash flow as in prior years, the company may be unable to meet 

a large payment due tomorrow. So far, the Chinese government has offered no signs that it would step in 

to save the company...This week’s news sent stocks around the world falling, with investors worried that 

the failure of Evergrande could set off a cycle of defaults among banks and other companies." 

 

Eric Fine at VanEck said, "Evergrande...tried to sell a major commercial building in Hong Kong. The 

government, however, ended up preventing the sale. In other words, the government’s priority is 

something else. What might that be? We’d suggest the fact that Evergrande needs to complete around 

800,000 to 1,000,000 housing units, and their construction and payables are the government’s priority. 

Put simply, offshore and other bondholders are not the key focus right now, and given the newness of 

major Chinese bankruptcies, where bondholders stand in the queue is completely unclear..." 

 

On Friday, indebted property developer Evergrande missed an $83.5M bond debt payment Thursday and 

entered a 30-day grace period that it must use to meet obligations for foreign creditors. 

 

The hidden risk in investing in Chinese companies is that the Chinese government has their own 

agendas, and playing nice with foreign investors is obviously not high on their list of priorities. 



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 recovered some, pulling up above their respective MTA averages. 

IWM still looks anemic. On Friday, IWM's price range crossed below its fast MTA average 

and then closed only slightly above it. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

In the second half of the week, the SPX recovered enough to close above its 50-day moving average. 

That got it back up to about where it was on August 12, but on declining volume. The advance-decline is 

slightly out of sync with price, falling in spite of Friday's advance. After dropping to 30% on Tuesday, the 

number of securities above their 50-day averages recovered to 50% on Friday. 

 

 

 
 



Bullish Universe       ← Use this link to get to the live summary table  

These are ETFs that are likely to do well during bull markets. 

 

 

 

Last week's choices were: IBB 17%, IGV 17%, QQQ 17%, USMV 17%, VNQ 17%, and SHV 

(cash) 15%. 

Top 10 ETFs from the Bullish and Bearish Universes  

Sym MTA RelStr Long High-15% High-7.5% Last Div Notes 

IGV ↑ 2.9 ↓↓ yes $363.77 $395.87 $422.66 —  

IBB ↑ 2.3 ↓↓ yes $149.78 $162.99 $170.49 —  

QQQ ↑ 2.2 ↓ yes $324.79 $353.45 $373.33 —  

VNQ ↑ 1.5 ↓↓ yes $94.28 $102.60 $104.83 2.3%  

TLT ↑ 1.5 → no $129.02 $140.41 $146.91 1.5% caution if < $145 

USMV ↑ 1.1 ↓↓ yes $66.54 $72.41 $75.67 1.5% weakening? 

DBC ↑ 1.1 ↑↑ no $16.93 $18.43 $19.92 — new 6yr high 

VTI ↑ 1.0 ↓↓ no $199.21 $216.79 $229.64 1.3%  

ANGL ↑ 0.6 ↑ no $28.42 $30.92 $33.28 4.5%  

USIG ↑ 0.4 ↑ no $52.13 $56.73 $60.76 2.6% flat for 12 mo 

Legend: Up: ↑, Down: ↓, Flat/Stable: → 



https://trendlinedynamics.com/core_universe_charts/


IGV, IBB, and QQQ in 75+ week rising channels. VNQ in middle of 45-week rising channel. 

TLT very close to MTA averages. 

USMV found support at $75 on Monday. The commodity fund DBC made new long-time high 

and is bumping up against $20 level. VTI found support at $225 and money flow is turning 

up. ANGL up 20% since June in slow rise. USIG is in a 57-week horizontal channel. 

No change in positions. This week's choices remain: IBB 17%, IGV 17%, QQQ 17%, USMV 

17%, VNQ 17%, and the SHV (cash) 15%. 



Bearish Universe       ← Use this link to get to the live summary table 

These are ETFs that are likely to do well during bear markets. 

 

 

TLT and DBC are doing better than VTI this week. 

https://trendlinedynamics.com/bonds_and_dividends/


Sector Universe       ← Use this link to get to the live summary table 

 

 

SPX Sectors with slopes better than or equal to the VTI Index are essentially the same this 

week: 

1 XLK 2.2 

2 XLRE 1.9 

3 XLV 1.7 

4 XLC 1.1 

5 XLU 1.0 

 

Financial Factoid  

The TNX (the CBOE 10-Year Treasury Note Index) closed higher every day this week. It 

started the week at 13.1 and ended it at 14.6 (which indicate interest rates of 1.31% and 

1.46%, respectively). The financials (XLF) rose also, closing higher Wednesday, Thursday, 

and Friday. This is not a coincidence, the financials like rising interest rates. 

https://trendlinedynamics.com/spx_sector_charts/


Auxiliary Universe       ← Use this link to get to the live summary table 

 

Auxiliary Sector ETFs with slopes better than the VTI Index: 

1 LIT 4.0  — could be forming a top or this may be just a consolidation 

2 HACK 2.0 

3 USO 1.9 — made new high 

4 SOXX 1.9 — continues to climb 

5 SRVR 1.7 

IHI had 6:1 split on Jul-19. Corrected charts will be up Monday. 
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https://trendlinedynamics.com/auxiliary_sector_charts/

