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This Week 

One of the central precepts of conventional investing advice is the importance of diversification.  

In the 1950's, Harry Markowitz proposed the "Modern Portfolio Theory". In extremely simplified 

terms, his theory said that if you divided your savings into diversified investments, it would allow 

you to maintain reasonably steady profits while minimizing losses. The central idea was that as 

economic conditions changed, some of your investments would always be in favor, and the gains 

from the ones that were doing well would offset the ones that were out of favor. 

For Markowitz, diversification meant putting some of your money in stocks, some in bonds, some 

in real estate, some in commodities, and some in other investments. This was a great strategy, 

assuming you had enough money to cover all the bases. 

In the 1980's, the 401K plan came into existence. This allowed corporations to escape the 

expensive burden of "defined benefit" plans (pensions) and shift to the significantly cheaper 

"defined contribution" plans (401K funds). The downside of the shift to 401K plans was that it 

turned a lot of good employees into very bad personal investment managers. Few employees 

understood how much they needed to invest each month or how to allocate their investments. 

The big brokerage houses saw a huge potential windfall and created 401K fund management 

branches whose biggest (but tacit) goal was convincing employees that all they had to do was: 

1. Stay invested all the time, 

2. Diversify their investments, and 

3. Dollar-cost-average into the funds of their choice. 

What they didn't reveal was the fact that those three rules were really optimized for the benefit 

of. . .the 401K fund management companies themselves. The fund management companies' 

advice was based on traditional investing wisdom, but it was subtly reworded to promote the 

funds' goals. It actually helped a lot of investors make more money than they might have 

following their own instincts, but the fund managers' primary objective was always to make 

money for the fund management companies. Here are the same three rules as seen from the 

401K fund managers' perspective: 

Stay invested all the time  —  If you move your money out of the market, you might move it 

away from. . .us!  We wouldn't want that, so we work overtime trying think up as many reasons 

as possible to convince you to stay fully invested (with us), all the time, for the rest of your life. 

Diversify your investments  —  We may only give you a dozen or so funds to choose from, so we 

don't want to trouble you with the fact that during severe market declines correlation between all 

stocks approaches 100% (i.e., stock diversification evaporates when you need it the most). 

Since all they had to offer were stocks and bond mutual funds, they quietly redefined 

"diversification" to mean different kinds of stocks and bonds instead of Markowitz' original 

description which included stocks, bonds, real estate, commodities, and other investments. 

Dollar Cost Averaging (DCA)  —  Although it's true that DCA generally provides an advantage 

over irregular investments of large chunks of cash, the fund managers tout DCA because their 

bonuses are based on how much money they have under management. They actively promote 

regular investing because it's their bread and butter. (In case you hadn't noticed, your 401K 

management company is not your friend.) 



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 

The market was closed on Friday, the 24th. All the indexes except the IWM recovered this week 

and are still green, while the IWM remains red. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

The SPX, NYAD, and SPXA50R all got thumped on Monday, making it look like the Fed-inspired decline 

was going to continue. Then on Tuesday, Wednesday, and Thursday, all three cruised higher. The SPX 

made a new high on Thursday, although each day of the advance was on less volume than on the day 

before.  

 

 

 



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 ↑ 1.5 ↓↓ yes $343.39 $373.69 $396.92 0.5% caution < $373.69 

VNQ ↑ 1.2 ↑ buy $96.28 $104.77 $113.15 2.2%  

TLT ↑ 1.1 — yes $131.20 $142.77 $148.52 1.5% caution < $142.77 

USMV ↑ 0.9 – no $67.72 $73.69 $79.67 1.5%  

VTI ↑ 0.5 ↓↓ no $206.37 $224.58 $240.67 1.3%  

IYT ↑ 0.5 ↓↓ yes $237.32 $258.26 $273.00 0.7% caution < $258.26 

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

GOVT ↓ 0.0 no $22.92 $24.95 $26.63 —  

TIP ↓ –0.1 ↓ yes $111.23 $121.05 $128.23 1.9% caution < $121.05 

JMUB ↓ –0.1 ↑ no $47.36 $51.54 $54.93 1.1%  

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



https://trendlinedynamics.com/core_universe_charts/


QQQ recovered $12 (of the $13 it lost last week), bouncing off the lower bound of a  

20-month rising channel. VNQ makes new 16-year high. TLT is stuck below $150 as money 

flow loses strength. USMV makes another new high. VTI closed above $240 again, but it has 

been there before. We'll have to wait to find out if it's going to stay there. 

IYT appears to be turning up after big dip in late November. SHV is neutral. GOVT and JMUB 

are MTA negative.  

TIP is negative; however, the lows in December are higher than the lows in October and 

June, price is turning up, and the last big drop (in Feb 21) it only declined 2.4%, anyway. 

As such, I'm not particularly concerned about the current MTA reading. 

          –          –          –          –          –          –          –          –          –          – 

All in all, little has happened this week in the Top 10, so I will leave most positions 

unchanged. 

Last week I said that if next week was positive, then I would take some money out of SHV 

(cash) and put it into VNQ (real estate). The market was up this week and VNQ's slope has 

also improved a little, so this week I will buy VNQ. 

          –          –          –          –          –          –          –          –          –          – 

So this week's picks are: IYT 17%, QQQ 17%, TLT 17%, VNQ 17%, TIP 16%, and SHV 

16%. 

 



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 still 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 3.3 

2 XLK 3.0 

3 XLY 1.9 

4 XLRE 1.9 

5 XLU 1.6 

6 XLP 1.6 

7 XLV 1.1 

8 XLB 1.1 

 

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 4.9 

2 ITB 4.7 

3 FIVG 2.7 

4 META 0.8 

5 SRVR 0.6 

 

©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 and 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/

