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This Week — "Vol" 

When traders talk about "Vol", they're not talking about volume, they're talking about volatility. 

Here's a brief introduction to volatility, widely-used tools for measuring it, and which of them 

systematically underestimate it. (Even though some tools shoot low, they're still useful as long 

as you know what you're looking at.) 

Volatility is a statistical measure of the dispersion of price movements for a given security or 

market index for a specific period of time. Volatility is sometimes expressed in terms of standard 

deviations. Using the standard deviation gives erroneously low results since market price 

movements are not normally distributed. Sometimes volatility is also measured as the change in 

price from one point to another. This is also inaccurate because it ignores the path taken 

between the points. In short, measuring volatility is not simple. 

 

Lots of people use the term "volatility" to mean "jumpiness", but meaningful measurement of 

volatility requires both an objective measure of price change and a time period. Without a time 

period, volatility is just a number, not a useful measurement. There is also an unfortunate 

tendency in the broadcast media to use "volatility" as a euphemism for "decline".  Be wary of 

reporters and journalists. 

 

Academics will tell you that volatility is equivalent to risk. This is only true within a very narrow 

definition of risk. Sadly, most people only remember the condensed version "volatility = risk", 

and assume it applies everywhere. But one person's "risk" is another person's opportunity. High 

volatility in the annual time frame may be highly desirable to someone whose average holding 

period is 2-3 months. 

 

Volatility of investment returns is generally measured by a calculation called the Sharpe Ratio. I 

think the Sharpe Ratio is somewhat naïve, since it views variations in profits as being just as 

bad as changes that include both profits and losses. The Sharpe Ratio remains useful as a 

qualitative indicator (e.g., to compare one investment against another).  

Be careful about using any indicator whose calculations incorporate Sigma (also known as: 

"standard deviation", "stddev", or the Greek letter sigma "σ") since its presence implies the 

assumption that market price movements follow a "normal"/"standard"/"Gaussian" distribution. 

Since the distribution of market price movements is Cauchy, using calculations based on 

standard deviations will consistently underestimate actual volatility except in a narrow range. 

As alternatives to the Sharpe Ratio, I would suggest investigating the Sortino Ratio, or Welles 

Wilder's "Average True Range" (ATR) indicator. The ATR is a more direct and straight-forward 

measure of volatility and, when calculated as a percentage of price, it can be used as both a 

quantitative (absolute) measure and a qualitative (comparative) one. 

https://en.wikipedia.org/wiki/Sharpe_ratio
https://trendlinedynamics.com/articles/Market_Prices_Versus_the_Bell_Curve.pdf
https://en.wikipedia.org/wiki/Sortino_ratio
https://school.stockcharts.com/doku.php?id=technical_indicators:average_true_range_atr


Market Barometers       ← Use this link to see all the market barometer charts 

VTI, SPX, and IWM made marginally higher lows in February and March, but all four major 

indexes are still solid red. 

VTI is in the vicinity of its 2022 midpoint of $226.11. SPX is also in the vicinity of its 2022 

midpoint, $4485. COMPQ and IWM are below theirs. 

 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

SPX was above its high-low midpoint of $4485 and the psychologically important $4500 level 3 times this 

week; however, volume was below average and declining every day of the week. NYAD followed price 

except for Friday, where it failed to accompany price upward. SPXA50R did well, ending the week on the 

positive side of 50. 

If price continues to rise, the next significant area of resistance will be historical resistance at $4589. But 

so far this still looks more like a bear market rally than a bull market recovery. 

 

 



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

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

 

 

Although IYT's MTA turned green this week, IYT itself looks like it is stuck in a horizontal channel 

between $245 and $270 for now. 

 

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 and SLV are still up. 

 

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 GDX 9.0 

2 DBC 8.5 

3 UNG 6.7 

4 COPX 6.5 

5 DBB 5.2 

6 DBA 3.7 

7 URA 3.3 

8 INFL 2.7 

9 CPER 2.3 

10 PAVE 0.2 

https://trendlinedynamics.com/commodities/


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

 

 

SPX Top Sectors by slope: 

1 XLE 8.7 

2 XAR 2.7 

3 XLU 1.4 

 

https://trendlinedynamics.com/spx_sector_charts/


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

 

 

XME's slope rose to 13.2 and VDE is holding at 8.8. On Friday VDE closed above $110, a 

new 5-year high. 

https://trendlinedynamics.com/auxiliary_sector_charts/


This Week's Selections 

Last week's choices were: COPX 15%, DBA 15%, DBB 15%, DBC 15%, GDX 15%, XME 

15%, and SHV 10%. 

Top 10 ETFs By Slope 

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

XME ↑ 13.2 ↑↑ yes $53.56 $58.28 $63.33 0.7%  

GDX ↑ 9.0 ↑↑ yes $32.89 $35.79 $38.72 0.6%  

VDE ↑ 8.8 ↑↑ no $92.20 $100.34 $110.55 3.3%  

DBC ↑ 8.5 ↑ yes $23.65 $25.73 $27.16 —  

UNG ↑ 6.7 ↑ no $16.47 $17.93 $19.49 —  

COPX ↑ 6.5↑ yes $39.28 $42.75 $46.47 1.3%  

DBB ↑ 5.2 ↑ yes $22.81 $24.82 $25.99 —  

SLV ↑ 4.2 — no $20.60 $22.42 $23.48 —  

DBA ↑ 3.7 — yes $18.89 $20.56 $22.25 —  

URA ↑ 3.3 ↑ no $22.69 $24.69 $26.25   

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

Analysis 

XME broke $60 on Monday, rose nicely on strong money flow, and made a new 10-year high this week. 

GDX rose $1.50 this week on good money flow but weak volume.  VDE took another run at $110, closing 

the week at $110.55. CMF is good, OBV is turning up, but volume was weak. DBC turned up again, 

ending the week at $27.16 on average volume and money flow remains strong. UNG ran up $13% to 

$19.49. Money flow is good. Volume was below average but climbing. A close above $20.50 will make 

UNG demand attention. 

COPX powered back up to a 22-month new-high at $46.47 on good volume and money flow. On Monday 

DBB immediately got back above $25 and stayed there on above average volume and rising OBV. SLV is 

near $23.50, which is where it was in August of 2020. Money flow is good but price is vapid.  DBA made a 

new 5-year high (by 2 cents) as money flow is turning back up on strong volume. URA is perking up on 

positive money flow and above-average volume. 

Decisions 

Continue to hold XME and GDX, although GDX bears watching. Trading the swings in VDE is 

fine, but buying it at this point for an intermediate or long term position would be chasing 

performance so I won't do it. DBC still bears watching. COPX is back on track. I'm going to 

move my mental hard stop on DBB up to $24.82. (I use limit orders to work the market on 

entries and exits, I don't place long-term (GTC) stops with my broker.) 

I'm concerned about DBA, but I know I need to give it room to run. DBA has a confirmed, 

70-week low trendline in place which is currently at $20.42. I'm going to use a break of that 

trendline as a sell signal for now. 

Despite the seesaw stock market, the commodities are doing well, so my picks for this week 

are still: COPX 15%, DBA 15%, DBB 15%, DBC 15%, GDX 15%, XME 15%, and SHV 10%. 

 

https://trendlinedynamics.com/auxiliary_sector_charts/XME.html?1
https://trendlinedynamics.com/inflation_charts/GDX.html?1
https://trendlinedynamics.com/auxiliary_sector_charts/VDE.html?1
https://trendlinedynamics.com/commodities/DBC.html?1
https://trendlinedynamics.com/commodities/UNG.html?1
https://trendlinedynamics.com/inflation_charts/COPX.html?1
https://trendlinedynamics.com/commodities/DBB.html?1
https://trendlinedynamics.com/commodities/SLV.html?1
https://trendlinedynamics.com/commodities/DBA.html?1
https://trendlinedynamics.com/commodities/URA.html?1
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