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This Week 

It's time to start watching for a bottom but not expecting one.  I know, you're thinking, 

"What the @$%^&* do you mean by that?"  Let me explain. 

It is time to start looking for the signs of a bottom and then an upward reversal because 

market sentiment is overwhelmingly bearish. Anytime everybody agrees about what's going 

on in the market, they are generally wrong. 

 When everyone thinks that things couldn't possibly get worse then, theoretically, there 

shouldn't be anyone left willing to sell. But we haven't really seen capitulation — a headlong 

rush for the exits — yet. Capitulation means the point at which a significant percentage of 

investors succumbs to fear and they sell everything. So far, we haven't really seen investors 

giving up hope or a strong selling climax. We HAVE seen value investors like Buffett and 

others start buying, but value investors don't mind buying all the way to the bottom. In 

fact, they rather like it. 

There's a difference between negative sentiment and the abject surrender that marks the 

real bottom. As Keynes said, "The market can remain irrational longer than you can remain 

solvent." And sometimes it can be difficult to tell the difference between consensus negative 

sentiment and the true bottom, where people lose all hope and there's across-the-board 

selling 

Negative sentiment is unquestionably widespread. But if we start EXPECTING a bottom, 

then it will bias our judgment, and we will start "seeing signs" of a bottom everywhere. 

Technical analysis is not an easy business. We have to analyze data without letting our 

opinions about what we're seeing interfere with what we are seeing. 

Market data is inherently noisy. It never goes anywhere in a straight line. The constant 

stream of twists and turns makes it easy to fall into the trap of apophenia — erroneously  

perceiving patterns in the noise. This is why technical analysts maintain a collection of rules 

and tools to help us separate the signals from the noise.  

The most basic rule for identifying a rising trend is higher highs and higher lows. Trendlines 

help distinguish direction. Retracement levels tell us where we are and where we may 

encounter resistance and support. These three are aperiodic, which is important since 

market price oscillations are inherently aperiodic. 

Moving averages are also good for stripping away the noise. But most moving averages are 

periodic, which means from time to time they are going to give false signals from aperiodic 

market data. Most calculated indicators are periodic. That's what causes them to sometimes 

get whipsawed. (See Mathematical Challenges to Market Analysis) 

          –          –          –          –          –          –          –          –          –          – 

The market could keep going down for some time to come. Then again, maybe it will turn 

back up. Watch for a turn, but view all new information with what Carl Sagan referred to as 

"skeptical scrutiny". 

https://en.wikipedia.org/wiki/Apophenia
http://www.trendlinedynamics.com/articles/Mathematical_Challenges_to_Market_Analysis.pdf


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

Some advance this week, but all 4 MTAs are still solid red. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

SPX remains below its shortest meaningful trendline. So does the advance-decline line and the number 

of stocks below their respective 50-day averages. 

 

 

 

 

       Chart links:  SPX Price, Advances Minus Declines, Stocks Above Their 50-day Averages 

https://schrts.co/SKYVjcgI
https://schrts.co/UYUWYdfx
https://schrts.co/ZmRurDHN


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

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

 

 

EEM, IEFA, IEMG, IQLT all made 2-year new lows. And VGK isn't far behind with an 86-week new low. 

 

 

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. 

 

 

PCY is absolutely awful with a 5-year new low. VICI looks good with a 1-year new high. 

 

 

https://trendlinedynamics.com/bonds_and_dividends/


Inflation Universe 

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

 

 

1 CPER made an 18-month new low. 

2 DBC is pushing on support at $25 but it is in a 5-week decline. 

3 UNG looks like it's turning up but it's facing psychological resistance at $25. 

https://trendlinedynamics.com/commodities/


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

 

 

XLB, XLF, and XLI are only a month away from 1.5-year lows. 

 

 

https://trendlinedynamics.com/spx_sector_charts/


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

 

 

KWEB slope is up, but it just made a 6-week new low. ITB and XHB both made 5-week new highs. 

That's kind of odd since rising interest rates are dampening new home sales. Maybe some people are 

rushing to buy before the interest rates get even worse... 

       =        =        =        =        =        =        =        =        =        =        =        = 

Stock Universe Sorted by Slope on July 15th  

1. 1  GTX     6.60 

2. 2  FDP     6.30 

3. 3  IBM     2.10 

4. 4  KMB     0.70 

All others have flat or falling slopes. 

https://trendlinedynamics.com/auxiliary_sector_charts/
https://trendlinedynamics.com/ats_trader_charts/


This Week's Selections 

Last week's choice was: SHV 100%. 

Top 10 ETFs By Slope 

Sym MTA Slope Long High-15% High-7.5% Last Div 1 Wk Chg 

KWEB ↓ 7.5 ↓ no $28.66 $31.18 $29.18 0.44% –9.1% 

VICI ↑   2.7 ↑↑ no $27.23 $29.63 $32.49 4.69% +3.7% 

XBI ↓ 1.5 ↑ no $70.58 $76.81 $82.37 0.23% –2.4% 

LIT ↓   0.4 ↓ no $64.67 $70.37 $71.11 0.05% +4.9% 

IBB ↓ 0.4 ↑↑ no $106.58 $115.99 $123.25 0.24% –2.7% 

SHV — –0.1 — yes $93.57 $101.83 $110.01 0.98% 0.0% 

MUB ↓ –0.5 ↑↑ no    2.79% +0.8% 

IEI ↓ –0.7 ↑↑ no    2.74% +0.4% 

USL ↓ –0.9 ↑ no    — –5.4% 

GOVT ↓ –1.0 ↑↑ no    +2.80 +0.9% 

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

During the Week 

90% of the 144 securities on the All TLD Charts page still have a negative MTA. 

Analysis 

KWEB has declined for 2 weeks and its MTA is now green-red-red (down). 5 out of 6 short-term price 

indicators are down. VICI made a 55-week new high and all short-term indicators are still positive.  XBI 

made a new 10-week high on July 8
th
, all short-term indicators are all positive, price broke up through an 

8-month confirmed trendline on July 1st, and it has been holding above psychological resistance at $80 

for 8 days in a row.  LIT's slope is now flat and 5 out of 6 short-term indicators are negative. IBB declined 

this week, ending up in the low $120s. Its MTA is down, slope is flat, and short-term indicators mixed.  

SHV remains stable. MUB MTA is down and slope is down, also.  IEI channels down, MTA down, slope 

down...  USL MTA is still green; however, price has been in a steep decline for 5 weeks. GOVT's 10-week 

channel is down, MTA is down, and slope is down. 

My Decisions 

Last week I said I'd like to see a close above $32.50 before I buy VICI. This week it closed 

at $32.49 and all indicators are positive, so that's close enough for me. XBI does not have a 

positive MTA, but it has strong money flow and all the other positives listed in the Analysis 

section above. (See detailed analysis on next page.) 

So my picks for my retirement account this week are: VICI 10%, XBI 10%, and SHV 80%. 

https://trendlinedynamics.com/all_charts/
https://trendlinedynamics.com/auxiliary_sector_charts/KWEB.html?1
https://trendlinedynamics.com/bonds_and_dividends/VICI.html?1
https://trendlinedynamics.com/bonds_and_dividends/XBI.html?1
https://trendlinedynamics.com/inflation_charts/LIT.html?1
https://trendlinedynamics.com/commodities/IBB.html?1
https://trendlinedynamics.com/bonds_and_dividends/SHV.html?1
https://trendlinedynamics.com/bonds_and_dividends/MUB.html?1
https://trendlinedynamics.com/bonds_and_dividends/IEI.html?1
https://trendlinedynamics.com/core_universe_charts/USL.html?1
https://trendlinedynamics.com/core_universe_charts/GOVT.html?1


Detailed Analysis 

 

 

PROS 

XBI broke up through an 8-month, declining trendline. It formed a good double bottom with 

lows in May and June. It made a good ABC setup with its 'B' high also being the high 

trendline's 'c' touch point. 

There was rising volume during its 6-minth decline, culminating in a volume climax near its 

first low point on May 11th. A volume climax on a low means buyers kept buying until all 

available supply at that level was consumed and price had to rise to access more supply. 

Notice that in mid-June price returned to the $63 area but there wasn't much supply there, 

so that the available supply was consumed on June 13th and 14th. After that, buyers pushed 

prices rapidly up to above $80. 

CONS 

Between $80 and $85, there is historical resistance. In other words, some of the people who 

bought between $80 and $85 now want to sell so they don't have to take a loss or admit to 

themselves that they made a mistake. When XBI is trading at $80, this is also called 

"overhead supply". This supply has to be consumed before price can move higher. 

In order for the slowest MTA average to turn up, XBI will probably have to rise to a price of 

$85.50. That's about a 4% rise from where it is now. So buying now (instead of waiting for 

the MTA to turn positive) is an aggressive move, but worth the risk in my opinion. 

 

©2022 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. 


