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This Week 

 

CNBC 15-Dec-21 — Jerome Powell says asset valuations are "somewhat elevated"…Former Federal 

Reserve Board Governor Frederic Mishkin said “I think the Fed is behind the curve." and "The reality is 

that inflation is much higher than they anticipated. It’s more permanent than they anticipated.”  

          –          –          –          –          –          –          –          –          –          – 

David Schassler at Van Eck said, "We should expect the inflation of the next decade to be higher than the 

inflation of the last decade. Therefore, a different investment playbook will be required. It would favor 

investments that can quickly adapt to, and even benefit from, higher inflation. Those that cannot will 

suffer." 

          –          –          –          –          –          –          –          –          –          – 

Facts behind the "Santa Claus Rally" 

The first half of December ended this week. For the last 70 years, here is the average return for the two 

halves of December, the historical return of the S&P 500 is as follows during December: 

Dates S&P 500 Return 

December 1-15 +1.80% 

December 16-31 +35.79% 

 

This year Santa is going to have to duke it out with Jerome Powell. 

          –          –          –          –          –          –          –          –          –          – 

The University of Michigan Consumer Sentiment Index had a steep decline in the spring of 

2021. People don't seem to be very happy about the state of the economy. 

 
 

          –          –          –          –          –          –          –          –          –          – 

John Mauldin's "Thoughts From The Frontline" this week goes into some detail on the causes of the 

current bout of inflation. If you want a good explanation of what's going on without the usual economic 

smoke and mirrors, John is the man to listen to. 

https://ggc-mauldin-images.s3.amazonaws.com/uploads/pdf/TFTF_Dec_18_2021.pdf


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 is down a little, VTI is down more, and COMPQ is clearly lower, down 5.5%. According 

to their MTA readings VTI, SPX, and COMPQ still have a reasonable chance to recover and 

move higher. The IWM should be avoided for now as it is solid red (a result of being down 

more than 11% from its November high).  

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

Most of the time it's difficult to know what drives market moves. This week it was not too hard. Monday 

and Tuesday moved lower on moderate volume as traders worried about what the Fed would announce. 

On Wednesday there was a classic "relief rally" once the Fed revealed their plans. That took us back up 

to the week's open on slightly higher volume. A relief rally often occurs when uncertainty is dispelled.  

On Thursday, the market started to move down as traders and investors came to grips with the notion 

that the Fed really was going to stop pumping money into the economy. On Friday the market gapped 

down at the open and ended the day even lower on massive volume of 4.5 billion shares traded. Friday's 

SPX 100 finished the day with 87 declining stocks and just 14 advancing. 

The NYAD has been negative for most of December. SPXA50R is right at the 50% neutral level. 

 

 

 



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: IYT 17%, QQQ 17%, TIP 16%, TLT 17%, SHV 33%. 

Top 10 ETFs from the Bullish and Bearish Universes 

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

QQQ ↑ 2.0 ↓↓ yes $343.39 $373.69 $384.91 0.5% caution < $373.69 

VNQ ↑ 1.1 ↑ no $95.23 $103.64 $111.74 2.2%  

TLT ↑ 1.1 — yes $131.20 $142.77 $150.83 1.5% caution < $142.77 

IYT ↑ 1.1 ↓↓ yes $237.32 $258.26 $263.75 0.7% caution < $258.26 

VTI ↑ 0.9 ↓↓ no $206.37 $224.58 $235.44 1.3%  

USMV ↑ 0.8 — no $67.56 $73.52 $78.62 1.5%  

TIP ↑ 0.0 ↓ yes $111.23 $121.05 $127.90 1.9% caution < $121.05 

SHV — — yes $93.94 $102.23 $110.42 — caution < 102.23 

GOVT ↓ 0.0 no $22.92 $24.95 $26.58 —  

GLD ↓ 0.0 no $164.81 $179.38 $167.80 — Last < High-7.5% 

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



https://trendlinedynamics.com/core_universe_charts/


QQQ dropped another $13 from last week, although it remains in a 20-month rising 

channel. VNQ is gradually advancing. TLT is also making higher highs and higher lows. IYT 

is in a converging, upward-sloping channel. Overall, VTI is positive, although it is down 3% 

in the last 6 weeks. 

USMV made a new 10-year high. TIP and SHV are cash equivalents and generally neutral. 

GOVT and GLD are MTA negative. 

          –          –          –          –          –          –          –          –          –          – 

Despite USMV's 10-year new high, VNQ's long-term slope is stronger. I would normally take 

some money out of SHV (cash) and put it into VNQ (real estate). However, the overall flow 

of money out of US bank stocks for the last month makes me wonder about whether real 

estate will be helped by Santa Claus or hampered by the Fed. As such, I'm going to wait 

one more week.  

If next week is positive, then there is a good chance the market will advance until February 

15th and maybe even longer. If the market declines next week, then we may have already 

seen the top of the bull market. 

Warning signs to watch for: If SPX falls below $4600, that's bad news. If the SPX falls below 

$4500, that's really bad news. 

          –          –          –          –          –          –          –          –          –          – 

So this week I'm not making any changes, and this week's picks are the same as last week: 

IYT 17%, QQQ 17%, TIP 16%, TLT 17%, SHV 33%. This may shift after the FOMC meeting 

on Tuesday and Wednesday. 

 

          –          –          –          –          –          –          –          –          –          – 

 

TIP has spent most of the last 12 months between $125 and $130 and its slope wanders 

between -0.5 and +0.5, which is essentially flat. Meanwhile it generates about 1.9% a year 

in dividends. I will sell it if the decline continues too long, but I expect TIP to go up if stocks 

go down because many investors see TIP as a safe haven for their money. 

 



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's slope is above VTI this week. 

https://trendlinedynamics.com/bonds_and_dividends/


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

 

 

Lots of SPX Sectors with slopes better than or equal to the VTI Index this week: 

1 XHB 4.1 

2 XLK 3.5 

3 XLY 3.0 

4 XLRE 1.8 

5 XLB 1.6 

6 XLU 1.4 

7 XLP 1.4 

8 XLE 1.3 

9 XTN 1.2 

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 5.7 

2 ITB 5.3 

3 FIVG 3.0 

4 META 1.9 

5 LIT 1.7 
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