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This Week

On Tuesday, Howard Marks (Oaktree Capital Management) noted, “No one should go all-in without 
acknowledging that they face the risk of ruin if things go badly. But by the same token, no one should stay
all-out and risk missing out on one of the great technological steps forward.” 

            –            –            –            –            –            –            –            –            –            –            –

On Thursday Barron's said:

Markets look to be overreacting in both directions when it comes to AI, which is still in its early 
stages. In a recent UBS survey, just 17% of organizations said they were implementing AI 
projects “at scale.” That suggests predictions of a new world of productivity in 2026 are 
overblown. But that was up from 11% in October last year, meaning there is growth and a 
runway for more.

My opinion on this are that a lot of people seem to think that AI is already mature, born full grown, like 
Athena from Zeus' forehead. AI is definitely a child prodigy, but it is just getting started. 

I've been using it for more than a year and it has easily doubled or tripled my productivity, but I know I've 
only scratched the surface of what I can do with it. It doesn't just help you solve problems, it helps you 
change the way you THINK about solving problems.

            –            –            –            –            –            –            –            –            –            –            –

Some thoughts from this week's On My Radar 

. . .With the Shiller P/E ratio above 40, historical evidence suggests that investors should 
temper expectations. At these levels, forward real returns for U.S. equities cluster around 
roughly –2% to +2% annualized over the next decade. That doesn’t preclude rallies or 
innovation; it simply suggests that buying and holding the S&P 500 cap-weighted index may not
be optimal.

. . . 

Equities

• U.S. equities are likely to underperform relative to select global markets due to today’s rich 
valuations.

• Fed rate cuts support the near-term outlook. Generally, rate cuts after long pauses have 
been bullish for stocks, and the expansion of reserves has been a bullish development for 
stocks—more liquidity juice from the juice givers.

• As I update frequently for you in OMR, high valuations limit long-term return potential, even if
earnings continue to grow. We’ll retake a look in early January.

• AI remains a long-term positive. Certain businesses will prosper, others falter. We believe AI 
will help our lives in many areas (health care and longevity health, for example), but may cause 
meaningful disruption to employment. 

. . . 

Bottom Line

This is not a forecast of a crisis; it’s a forecast of lower 10-year equity returns on cap-weighted 
index investments, with higher dispersion that favors more active vs passive portfolio exposure. 
A reminder that when valuations are stretched, and capital is no longer free, discipline becomes
a strategy.

https://www.cmgprivatewealth.com/omr/dec192025/


Market Barometers 

 All 5 major indexes are solid green. 

 Week-over-week:    DJIA: -0.7%, SPX: 0.1%, VTI: 0.1%, COMPQ: 0.5%, IWM: -1.2%

 Month-over-month:  DJIA: 5.2%, SPX: 4.5%, VTI: 5.0%, COMPQ: 5.6%, IWM: 9.5%

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look

 Monday through Wednesday the SPX declined rapidly, then it recovered to $6834.50. BPSPX remained 
positive (> 50) but it did not follow price back up on Thursday and Friday. NYAD confirmed price, but 
SPXA50R and SPXA200R declined into the end of the week.

S&P Price   Bullish Percent   Advance-Decline Line   Stocks Above Averages 

https://schrts.co/bZZaWsmC
https://schrts.co/gezjPXRg
https://schrts.co/JPJcfWBg
https://schrts.co/SKYVjcgI


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

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

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

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

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

The Relative Strength History table shows the sector with the highest slope at the top and the sector with 
the lowest slope at the bottom. The lower table shows the corresponding ETFs and their slopes for the 
current week.

 The top 5 sectors again remained the same. Transportation rose for a fourth week. Consumer Staples 
rose for a 3rd week, while Utilities fell again.

https://trendlinedynamics.com/stock_universe_charts/
https://trendlinedynamics.com/auxiliary_sector_charts/
https://trendlinedynamics.com/inflation_universe_charts/
https://trendlinedynamics.com/bonds_and_dividends_charts/
https://trendlinedynamics.com/core_universe_charts/


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

 The order of the sector ETF's and their synonyms in this SPX Sector Universe Summary table should 
match the order of the synonyms in the rightmost column of the Relative Strength History Table above. 
This table provides a quick look at sector MTA status, Relative-Strength, Chaikin Money Flow, the 
number of weeks since price made a New High and New Low, and the MACD Histogram score.

 MoM price changes for the top 5 sectors: XBI: 8.4%, SMH: 9.6%, GLD: 6.4%, XLV: 2.3%, IGM: 5.9%

 MoM price changes for the Mag 7 plus AVGO:  AAAPL: 2.8%, AMZN: 4.7%, AVGO: -1.9%, 
GOOGL: 6.1%, META: 11.8%, MSFT: 1.6%, NFLX: -10.7%, TSLA: 21.8%

https://trendlinedynamics.com/spx_sector_charts/


This Week's Selections

 Last week my sector choices were:  GLD, IYT, SMH, XBI, XLV, BIL (50%).

Top Sector ETFs By Slope

Symbol MTA ARI SSlope 8% Stop Close Position

XBI UP Up 7.57% $113.77 $123.43 Hold 10%

SMH UP Up 4.35% $344.17 $356.23 Hold 10%

GLD UP Up 4.25% $367.35 $399.02 Hold 10%

XLV UP Up 3.12% $146.07 $154.94 Hold 10%

IGM UP Up 2.25% $123.48 $129.50 no

IYT UP Up 1.82% $70.33 $75.03 Hold 10%

PAVE UP Up 1.54% $45.77 $48.56 no

KBE UP Up 1.49% $57.77 $62.62 no

SPX UP Up 1.49% $6348.92 $6834.50 INDEX

XRT UP Up 1.29% $81.66 $87.51 no

ITA UP Up 1.07% $196.80 $213.91 no
Legend: Up: ↑, Down: ↓, Flat/Stable: —

Note

On Wednesday SMH closed below its 8% stop ($344.17). Since Wednesday made a local low, the trailing
stop algorithm adjusted the 8% stop downward from $344.17 to $319.47. On Thursday price rose above 
the $344 stop and I manually restored the $344.17 stop. This has happened before so this week I am 
going to see if I can make the algorithm handle these situations (1-day downward spikes) better.

Analysis

 XBI is in a 4-week consolidation mostly between $120 and $125.    SMH collapsed suddenly on 
Wednesday morning, then found support near $340. Since it was below its 8% stop I was watching it on 
Thursday morning. Thursday it gapped up above $350, so I waited. It faded during the day but remained 
above the $344 stop so I didn't sell it.    GLD got above $400 on Thursday and Friday, but closed just 
below it.    XLV is now hovering near $155 and bounced up off it on Wednesday.    IGM found support 
near $125 but remained below $130.  

 IYT found support near $75 and money flow turned positive on Friday.    PAVE is showing support 
around $48.50.    KBE made a nice 3-week rise but now it's flirting with $62.50 and its money flow seems 
to have stalled.    After touching $6901 on Dec 11, SPX has retreated to around $6800, although it made 
$6834 on Friday.    XRT peaked around $90 seven days ago, but now it has stalled around $87.50.    ITA 
got thumped in November but found support near $200. It needs to get above $215 to become 
interesting.   

            –            –            –            –            –            –            –            –            –            –            –

Thoughts and Decisions

 Since SMH's downward spike had no follow through, I didn't sell it even though its Wednesday close was
below the 8% stop.  My sector choices this week are still: GLD, IYT, SMH, XBI, XLV, BIL (50%). 
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https://trendlinedynamics.com/spx_sector_charts/ITA.html?1
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https://trendlinedynamics.com/spx_sector_charts/SMH.html?1
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New Highs and New Lows

 There were 3 all-time highs this week with SLV, GDX, COPX, and TSLA as long-time highs


