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This Week 

In "Thoughts From the Frontline", John Mauldin gives a clear and detailed explanation of the yield curve 

and what it means when it gets "inverted". Here's the nut of it: 

Yields are supposed to reflect risk, and risk grows with time. The chance something bad will 

happen in the next five years is higher than the chance something equally bad will happen in 

the next year. Lenders, i.e., bond investors, should demand a higher yield as compensation for 

that higher risk. Presently they aren’t. 

I show all this to clarify a point the media is obscuring: The full yield curve is not inverted. Only a 

small part of it is inverted, which is unusual, but no reason to panic. It is nowhere near the kind 

of inversion that might signal recession. And even if it were, it wouldn’t mean recession is right 

around the corner. 

[But let’s look at today. From about 15 months to 30-year bonds, the yield curve is inverted. If 

Powell does what he says he will, then a few meetings from now with 50 basis point hikes, we 

will begin to see a full yield curve inversion. What does that mean?]  

An Inverted Yield Curve Is Just a Fever 

I’ve been using an analogy in my speeches recently that has received excellent feedback, so I 

want to share it with you. Many media sources and writers seem to indicate that an inverted 

yield curve causes recession. That is simply not true. 

Think of an inverted yield curve as a fever. When your body gets a fever, the fever is not the 

cause of the sickness. It just says something’s wrong with your body. You have the flu, 

appendicitis, or some other ailment. The fever indicates you are sick but not necessarily what 

the sickness is. And typically, the higher the fever, the more serious the condition. 

It is the same with the yield curve. The more inverted the yield curve is and the longer it stays 

that way, the more confident we are that something is economically wrong that may show up as 

a recession sometime in the future. More on that timing below. 

Early Predictor 

In a true inversion, we would see the entire curve angled down from left to right. That last 

happened in 2005. Were we in recession then? No, not at all. The economy was booming. In 

fact, the yield curve stayed inverted until mid-2007. Some of us saw cracks forming in the 

economy and said so at the time . But the actual recession would not begin until December 

2007. 

That’s a longstanding pattern. The inverted yield curve has been a pretty reliable recession 

indicator, but it shows up far in advance—months or even more than a year. We might better 

think of it as signaling the cycle’s “blowout” stage. People see the inversion, observe nothing 

bad happening, then throw caution to the wind. 

 

https://ggc-mauldin-images.s3.amazonaws.com/uploads/pdf/TFTF_Apr_15_2022-2.pdf


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

VTI, COMPQ, and IWM are all red again. SPX is still green. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

SPX was down on Monday, Tuesday, and Thursday. Price declined throughout the day on Thursday and 

ended the day at $4392 on very heavy volume.  

NYAD was a little more positive than price this week. SPXA50R also ended the four-day week a little 

more positive than price. 

 

 



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

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

 

 

USMV is more positive than last week. VNQ is, also. 

 

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. VTV is slightly more positive with a 0.9 slope. SPYV's slope inched 

up to 0.6. 

 

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 UNG 16.4 

2 GDX 8.9 

3 DBC 7.5 

4 COPX 6.5 

5 URA 6.4 

6 DBB 4.5 

7 INFL 3.7 

8 DBA 3.3 

9 REMX 2.2 

10 CPER 2.0 

https://trendlinedynamics.com/commodities/


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

 

 

SPX Top Sectors by slope: 

1 XLE 7.9 

2 XLU 4.3 

3 XAR 3.3 

4 XLV 2.0 

5 XLB 1.4 

6 XLRE 1.2 

7 XLP 1.0 

https://trendlinedynamics.com/spx_sector_charts/


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

 

 

1 XME 12.8 

2 VDE 8.3 

3 KIE 1.7 

4 SRVR 1.3 

https://trendlinedynamics.com/auxiliary_sector_charts/


This Week's Selections 

Last week's choices were: COPX 15%, DBB 15%, DBC 15%, GDX 15%, UNG 7.5%, VDE 

7.5%, XME 15%, and SHV 10%. 

Top 10 ETFs By Slope 

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

UNG ↑ 16.4 ↑↑ yes $21.10 $22.93 $25.60 —  

XME ↑ 12.8 ↓↓ yes $55.47 $60.36 $65.85 0.7%  

GDX ↑ 8.9 ↑ yes $34.48 $37.52 $40.86 0.6%  

VDE ↑ 8.3 — yes $94.68 $103.04 $112.12 3.3%  

DBC ↑ 7.5 — yes $23.66 $25.74 $28.10 —  

COPX ↑ 6.5 ↓ yes $39.81 $43.32 $46.11 1.3%  

URA ↑ 6.4 ↑↑ no $23.92 $26.03 $28.05 0.6%  

DBB ↑ 4.5 ↓↓ yes $22.23 $24.19 $25.88 —  

INFL ↑ 3.7 — no $29.05 $31.62 $34.20 —  

DBA ↑ 3.3 ↑ no $19.26 $20.96 $22.57 —  

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

Analysis 

UNG is up 25% in 2 weeks (and up 100% YTD). A slope above 15 is unsustainable, so I'm going to be 

monitoring it for a profit-capture exit signal. XME broke out to a 10-year new high. GDX broke up through 

$40 and made a 16-month new high. VDE closed above $112 and made another new high. DBC broke 

out of its wedge to the upside and made an almost 9-year new high. 

COPX is consolidating above $45. URA continues to rise and is now above $28. DBB is still in its gently-

rising wedge. INFL has been rising about 1.2% per month for the last 11 months so it's up about 14.3% 

since May 1
st
. It just made a 63-week new high. DBA is now above $22.50 and made another new high. 

My Decisions 

I'm going to hold UNG but watch it every day. When it stops climbing, it will almost certainly 

come down hard. Hold XME, GDX, and VDE.  

Hold DBC and COPX. I'm tempted to buy URA but there are a lot of people who bought it 

around $30 back in November. I suspect that many of them will want to get back out as 

soon as URA get back up to $30. Buyers will have to absorb that excess supply before URA 

can proceed upward. Hold DBB unless it closes below the ATS low stop (which is now at 

$25.38). 

So my picks for this week are still: COPX 15%, DBB 15%, DBC 15%, GDX 15%, UNG 7.5%, 

VDE 7.5%, XME 15%, and SHV 10%. 
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