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This Week 

 

The SPX remained more-or-less flat on Monday through Wednesday this week, then it declined rapidly on 

Friday. This was a surprise to most U.S. market watchers, but if you look at the foreign markets, it's clear 

that this decline started during the Friday session of the Tokyo market, and Tokyo is more than half a day 

ahead of the US. 

The NIKKEI index fell 2.5%, and that decline rippled through the rest of the international markets around 

the world. Hong Kong dropped 2.2%, the German DAX fell 2.3%, Paris declined 2.6%, and London went 

down 2.3%. Finally, the US market dropped 2.3% in heavy trading, despite the market being open only 

half a day on Friday. 

Reporters, who get paid to think up reasons for why things have happened, said the decline was due to 

worries about a new COVID strain. This may be true. Then again, why should people get panicky and sell 

their investments just because of yet-another-strain of COVID? Doesn't make much sense. 

To me, this sounds like another case of the old adage, "When the market is ready, the news will come." 

That saying refers to the notion that when conditions are right for a change, any little event can appear to 

be the cause of a shift in the market. 

          -          -          -          -          -          -          -          -          -          -          - 

What started out as a search for commodities evolved into a search for investments that 

should do well during periods of inflation. This is the current list of candidates for the 

inflation universe. Thanks to all the readers who contributed to this list.  

ADM - Agriculture* PALL - Palladium USO - Petroleum 

CGW - Water PAVE - Infrastructure VDE - Energy 

COPX - Copper Miners PHO - Water VPN - Internet Infrastructure 

COPR - Copper PIO - Water WOOD - Lumber 

CUT - Lumber PPLT - Platinum WPM - Precious Metals* 

DBA - Agriculture REMX - Rare Earth Metals XLB - Materials 

DBB - Base Metals SCCO - Copper* XLC - Communications 

DBC - Commodities SLV - Silver XLE - Energy 

FIW - Water SMH - Semiconductors XLK - Technology 

GDX - Gold Miners SRVR - Internet Real Estate XLP - Consumer Staples 

GLD - Gold UNG - Natural Gas XLRE - Real Estate 

GMET - Green Metals URA - Uranium XLV - Health Care 

LIT - Lithium URNM - Uranium XLY - Consumer Discretionary 

 

The list is still growing. Later on I'll decide which ones to keep based on the usual quality 

gauges (liquidity, expense ratio, yield, etc). Entries with asterisks are companies rather 

than ETFs. 



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 the path of  

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

SPX and COMPQ remained above their respective 13-week averages. VTI touched its 13w 

average but closed just above it, while IWM dropped clear down to its 34w average. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

The SPX was quiet during the first half of the week, then it declined rapidly on Friday. The NYAD dropped 

to 7283, and the SPXA50R declined to 52.7%, confirming price action. Last week I mentioned that the 

SPX might turn down and follow the NYAD and the SPXA50R, which were already moving down. This 

week the SPX did turn down, but in a somewhat surprising way.  

In spite of Friday being only a half-day session, the SPX trading volume was heavier than Wednesday. 

The real surprise is that most of the senior New York traders take Friday off so there's only a skeleton 

crew on the trading desks. Nonetheless, Friday's volume was quite heavy. Maybe the big traders watched 

the decline work its way around the world and logged in to trade remotely 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: DBC 17%, IGV 17%, IWM 17%, IYT 17%, QQQ 17%, and TIP 

16%. 

Top 10 ETFs from the Bullish and Bearish Universes  

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

IYT ↑ 3.3 ↓ yes $237.32 $258.26 $266.48 0.7% caution < $258.26 

QQQ ↑ 3.2↑↑ yes $343.39 $373.69 $391.20 0.5% caution < $373.69 

IGV ↑ 2.6 ↓ yes $379.54 $413.03 $418.19 — caution < $413.03 

DBC ↑ 2.5 ↓↓ yes $18.56 $20.20 $20.03 — caution < $20.20 

VTI ↑ 2.2 — no $206.37 $224.58 $235.99 1.3%  

IWM ↑ 2.1 ↓ yes $206.18 $224.37 $222.85 0.8% caution < $230 

VNQ ↑ 1.5 — no $94.43 $102.76 $108.00 2.2%  

USMV ↑ 1.1 — no $66.66 $72.54 $77.05 1.5%  

GLD ↑ 1.1 ↓ no $164.81 $179.38 $166.85 —  

TIP ↑ 0.4 ↑ yes $111.23 $121.05 $129.84 1.9% caution < $121.05 

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



https://trendlinedynamics.com/core_universe_charts/


DBC looks like it has found support at $20, IGV at $420, and IWM at $220 IYT may have 

some support at $260 and QQQ at $390. TIP actually advanced on Friday, so it's not in any 

trouble. 

To start with, I'm putting a 7.5% alert on all my holdings. For any security where price 

closes below that level and the other indicators are negative, I'm going to temporarily close 

my position and wait until things settle down.  

For those of you who are new readers, I put the 15% exit rule in place back in March or 

April of 2020. The reason for adding that rule was that the MTA was specifically designed 

not to react sudden price changes. Rapid price changes used to be limited to transient 

spikes that zipped down and then reversed themselves in a matter of days. Now, increasing 

volatility is causing sudden jumps that displace prices and take months to recover. 

The 7.5% trailing stop was intended as an early warning system for the 15% stop. But on 

Friday 92 of the SPX 100 stocks were down, which is a strong warning sign of market 

weakness. And 3 of our Top 10 ETFs are already below their respective 7.5% trailing stops: 

DBC, IWM, and GLD. Gold and commodities are expected to move independently from the 

market. But IWM being down 10% from an all time high only 3 weeks ago is concerning. 

What am I going to do about IWM? Since it's already below its 7.5% trailing stop, I could 

sell it first thing Monday morning. However, there are two things that could happen next 

week. One is that this Friday was a fluke, a weird convergence of market forces, that 

caused a downward spike in prices and next week prices will rise to correct the anomaly. 

Another is that Friday was the start of a decline, and on Monday morning there will be 

massive selling as investors rush for the exits. 

There's an old Japanese traders' maxim that says, "The first hour of trading is the rudder of 

the day." There's also an old American saying that goes, "The amateurs trade the open. The 

professionals trade the rest of the day." Both these aphorisms point toward the same 

notion: Let the market settle down and pick a direction before you put in your orders. 

So on Monday morning I will start by looking at the futures report, since the futures 

markets are open all night and influence the stock market once it opens. Then I will look at 

the stock market at about 10:30 Eastern time to see which way things are going. If the 

market is recovering, then I'll probably hold IWM. If the market is following through on 

Friday's downward move, then I'll sell IWM without hesitation. 

Longer-term plans and tools — like the MTA and the RelStr slope — are important. But it's 

also important to recognize when the market has entered a period of unusual activity. When 

the market gets manic, it's time to reassess the probabilities on all your positions and wait 

for the market to tell if the new move is going to carry through or reverse itself. 

For now, no changes this week. Picks are still: DBC 17%, IGV 17%, IWM 17%, IYT 17%, 

QQQ 17%, and TIP 16%. But I will let you know right away if/when things change. 

 

 

 



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

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

 

 

DBC still has a higher slope than VTI. 

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: 

1 XLY  5.7 

2 XTN  4.3 

3 XLE  4.2 

4 XLK  3.6 

5 XRT  2.7 

6 XLB  2.5 

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 SOXX  6.0 

2 XOP  5.8 

3 LIT  5.6 

4 META  4.9 

5 XHB  3.8 

6 ITB  3.8 

7 USO  3.4 

8 FIVG  3.3 

9 ARKQ  2.5 

 

©2021 Trendline Dynamics (“TLD”) is not a registered investment advisor. The purpose of this educational newsletter is to impart technical analysis and trading skills by showing how 

they are used in real time on real securities. The contents of this newsletter are only my opinions and descriptions of how I trade. No mention of a particular security, index, derivative, 

or other instrument in the newsletter constitutes a recommendation to buy, sell, or hold that or any other security, nor does it constitute an opinion on the suitability of any security, 

index, or derivative for anyone other than myself. TLD hereby expressly disclaims any and all representations and warranties that: (a) the content of its newsletters is correct, accurate, 

complete, or reliable; (b) any of its newsletters will be available at any particular time or place, or in any particular medium; and (c) that any omission or error in any of its newsletters 

will be corrected. TLD’s newsletter is published and distributed in accordance with applicable United States and foreign copyright and other laws. Without the prior written consent of 

TLD, no person or entity, directly or indirectly, may copy, reproduce, recompile, decompile, disassemble, reverse engineer, distribute, publish, display, perform, modify, upload to create 

derivative works from, transmit, or in any way exploit all or any part of TLD’s website, its newsletter, or any other material belonging to TLD. At any given time TLD’s principals may or 

may not have a financial interest in any or all of the securities, funds, bonds, and/or commodities mentioned. 

https://trendlinedynamics.com/auxiliary_sector_charts/

