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This Week 

Mohamed El Erian talked about the situation in the Ukraine, saying, "The conflict itself, were 

it to get worse, would blow a very strong stagflationary wind through the global economy." 

He also talked about the stock market: 

We have lost our most important anchor. For a very long time the market has had 

the anchor of a very accommodating liquidity regime. Inflation changes all that. 

We can no longer depend and rely and predict massive injections by the Federal 

Reserve. And once you take that anchor away, you are left with the corporate 

earnings anchor. That one is significant and that's why markets have behaved 

relatively well, but it's nothing like the bigger one that has gone away, which is 

the continued injection of liquidity. 

          –          –          –          –          –          –          –          –          –          – 

A reader asked why I keep ignoring oil the ETFs like USO and XLE. Back in late 2020 when 

the oil ETF MTAs turned green, I was already fully invested in other ETFs and for one reason 

or another, neither USO and XLE never made it high enough on the Top ETFs list to push 

their way into the holdings list. By the time it did happen, it was too late. 

"Too late" means the price of crude oil was too high. If you have never worked in the oil 

business, the notion of "too high" requires some explanation. 

Prospecting, drilling, and completing oil wells is an expensive process. But day-to-day oil 

production is another matter. Basic oil production costs are fairly stable. They include 

electricity for pumping, storage tanks, transportation, and some maintenance (maintenance 

is generally pretty low). The sum of these costs establishes a floor on profitable production. 

The production floor costs used to be around $40-$45 a barrel. (A "barrel" of oil is 42 

gallons.) Those costs are probably higher now, but they dictate the lowest oil price that is 

profitable. There is also a ceiling level. I'll explain that in a moment. 

The supply of domestic oil in the U.S. is highly adaptive. When the price-per-barrel drops 

below the production cost, oil companies start shutting down wells. It's just not worth 

pumping the oil out of the ground. So when price goes too low, the supply dwindles. 

When price gets above $70-$80, then it's worth it for domestic oil producers to start 

opening "capped" wells and reactivating them. So the supply of oil in the U.S. is carefully 

managed by the oil companies. Supply expands when price goes high enough and it 

contracts when price is too low. 

This means that when XLE or USO get above a certain price, then the probability of profit 

decreases as supply increases. Trading U.S. oil is not simple. You have to watch WTI (West 

Texas Intermediate crude) to see the price of raw crude. You also have to watch OPEC and 

Russia to see what the geopolitical petroleum climate is. The high price of WTI (over 

$70/barrel since last fall) is why I stopped looking at USO and XLE months ago. 



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 

All four major stock indexes remain bearish. (SPX turned bearish at the end of January when all three 

MTA averages turned red, and it won't be bullish until all three averages are green again.) 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

Resistance held near the orange line, the 50% mark of the previous high–low range. Price breached it 

twice and fell back both times. The SPX is now back in the area it was in during the last full week in 

January. Also, volume has been falling pretty steadily since January 24
th
. The NYAD confirmed price 

action, ending the week at –9287. The SPXA50R also confirmed the movements of the SPX, with almost 

2 out of 3 stocks now below their respective 50-day averages. 

 

 

 



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

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

 

 

The RSP is still the only ETF with a rising MTA, and all of them have negative slopes. 

https://trendlinedynamics.com/core_universe_charts/


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

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

 

 

GLD is the only ETF in the Bearish Universe that has a positive MTA and a rising slope. VTV's 

slope is above zero but below but not high enough to count as "rising". It only rates a "flat" 

until it gets above 0.5% per month. 

https://trendlinedynamics.com/bonds_and_dividends/


Inflation Universe 

These are ETFs that are likely to do well during strong inflation. 

 

The best Inflation Universe ETFs are: 

1 KRBN 4.3 

2 DBC 4.0 

3 COPX 3.8 

4 DBB 3.7 

5 DBA 2.3 

6 KBWB 1.2 

7 CPER 1.0 

8 UNG 0.9 

9 GDX 0.6 

https://trendlinedynamics.com/commodities/


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

 

 

SPX Top Sectors by slope: 

1 XLE 8.5 

2 XLP 1.0 

3 XLF 0.3 

XLE's slope is up at the silly end of the scale. This slope cannot be maintained for long for 

any security. It would double its price in 9 months. The chances of an old–line, large–cap 

company doubling its value in under a year are about the same as the chances of me 

winning a beauty contest. 

https://trendlinedynamics.com/spx_sector_charts/


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

 

 

Auxiliary Universe ETFs with slope above zero and better than VTI: 

1 XME 2.2 

2 KIE 0.3 

https://trendlinedynamics.com/auxiliary_sector_charts/


This Week's Selections 

Last week's choices were: COPX 15%, DBA 15%, DBB 15%, DBC 15%, KBWB 15%, KRBN 

15%, and SHV 10%. 

Top 10 ETFs By Slope 

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

KRBN ↑ 4.3 ↓ yes $44.87 $48.83 $51.75 —  

DBC ↑ 4.0 ↑↑ yes $19.19 $20.88 $23.18 —  

COPX ↑ 3.8 ↑↑ yes $33.80 $36.78 $40.86 1.3%  

DBB ↑ 3.7 — yes $19.89 $21.64 $23.87 —  

DBA ↑ 2.3 ↑↑ yes $17.55 $19.10 $21.04 —  

XME ↑ 2.2 ↑↑ no $39.50 $42.98 $49.40 0.7%  

KBWB ↑ 1.2 — yes $61.23 $66.63 $70.68 1.9%  

GLD ↑ 1.0 ↑ no $146.01 $158.90 $177.12 —  

CPER ↑ 1.0 — no $23.26 $25.31 $27.56 —  

UNG ↑ 0.9 ↑ no $12.88 $14.01 $15.41 —  

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

Analysis 

KRBN continues to make higher highs and higher lows. DBC made yet another new high. DBB closed 

within 4 cents of its October high, $23.91. COPX and DBA continue to climb. 

XME made another new high and is knocking at the door of $50.00. KBWB is in a consolidation but 

holding above the $70 level. GLD came up and touched a 200-day high trendline on Thursday. CPER has 

been in a 17-week consolidation but has been slowly rising since November. UNG may have found a 

bottom in Jan 2021 after a 7-year decline, but it's not out of the woods yet. 

Decisions 

The only question here is whether to sell KBWB in order to buy XME. XME has a higher 

slope; however, it's also bumping up against significant psychological resistance at $50. If 

XME breaks up through $50, then I will reconsider, but for now I'm staying with KWBW. 

This week's picks remain: COPX 15%, DBA 15%, DBB 15%, DBC 15%, KBWB 15%, KRBN 

15%, and SHV 10%. 
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