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This Week

What Happened to SMH?

One of the biggest reasons I trade sector ETFs instead of individual sector stocks is 
that ETFs provide a good amount of protection from a decline in any one stock. 
However, Murphy was working overtime this week. Even though Broadcom (AVGO) 
posted good earnings numbers, their forward guidance worried the big investment 
houses. Wall Street was hoping Broadcom would forecast around $16.36 billion in 
AI semiconductor revenue for the third quarter. Management's guidance for the 
current third quarter (which will end in early August) suggests AI revenue was 
expected to come in at $16 billion.

That 4% difference between Wall Street’s “expectations” (read that “guesswork”) 
and Broadcom’s guidance was enough to cause the big investment banks to sell 
large more of their AVGO holdings. AVGO's disappointing AI chip outlook didn't just 
hurt AVGO. It sent a sector-wide message that AI chip demand might be 
plateauing, which triggered selling of other major SMH holdings:

AVGO, which only accounts for 7.3% of SMH holdings dropped 19.5% on Thursday 
and Friday. This wouldn’t have had much effect on the price of SMH, but it set off a 
domino effect. Other semiconductors, NVDA, MU, AMD, and INTC sold off, too. 
NVDA only went down 4.5%, but MU dropped 19.9%, AMD fell 14.0%, and INTC 
declined 12.0%.

Taken together, AMD, AVGO, INTC, MU, and NVDA account for more than 45% of 
SMH’s holdings. The sudden decline in AVGO triggered a cascade of selling.

[It’s worth noting that SMH only lost 10 days of progress. It closed at $567.88 on 
May 21st and $569.69 on Friday.]

–              –              –              –              –              –              –

On Friday Don Kaufman said:

The S&P 500 fell roughly 3% in one session. That equals a two standard deviation 
move against a market positioned to travel just $101. The advance decline line sat 
at 50/50 while the index dropped. Half the names held or climbed straight through 
the selling. Total volume finished near 2.1 million contracts. Genuine down days 
push well past 3 million as firms offload risk.

The NASDAQ took about a 4.5% hit. The semiconductors finally flinched after 
leading this entire rally. Look closer at the SMH. It only reached the lower edge of 
its expected move. The semiconductors closed exactly where they sat two weeks 
ago. The epitome of the rally barely scraped its knee.

Everything else rotated. Financials, healthcare, consumer staples, and utilities all 
caught a bid. Tech bled alone. JP Morgan finished up on the day. Wells Fargo 
finished up. Eli Lilly ran higher. This looked like rotation, not the broad panic the 
headlines will scream about.



Market Barometers 

All indexes made new highs except IWM, and all 5 MTAs are still up. Only DJIA, 
SPX, and VTI are up MoM, but the declines in COMPQ and IWM are negligible.

 
  Month-over-Month:  DJIA: 2.6%, SPX: 0.6%, VTI: 0.9%, COMPQ: -0.4%, IWM: -0.2%

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look

After making a new high on Tuesday, the SPX ended at $7384, down 2.6% from 
last week’s $7580. The BPSPX presaged the drop in price, and the NYAD stair-
stepped down. The SPXA50R and SPXA200R ran against price, implying that the 
drop on Friday was very concentrated and not a market-wide move.

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

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


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 3 sectors are exactly the same as last week. Biotech dropped to 7th, and now 20 
out of the 24 sectors are lagging behind the index. 8th through 12th remained the same.

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 ETFs 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:  SMH: 5.5%, IGM: 4.1%, XLE: 3.1%, PAVE: 
-0.2%, IYT: 4.8%

 MoM price changes for the Big 8 (the Mag 7 plus AVGO) are: AAPL: 6.9%, AMZN: -9.3%, 
AVGO: -6.5%, GOOGL: -7.4%, META: -3.9%, MSFT: -1.0%, NFLX: -6.9%, TSLA: -5.0%

https://trendlinedynamics.com/spx_sector_charts/


This Week's Selections

 Last week my sector choices were: IGM (10%), PAVE (10%), SMH (10%), XBI 
(10%), and PTY (60%).

Top Sector ETFs By Slope

Symbol MTA ARI SSlope 8% Stop Close Position
SMH UP 7.4437 12.7178% $586.87 $569.69 SELL
IGM UP 3.7416 6.8395% $157.31 $156.63 Watch —
XLE UP 4.9861 2.9475% $56.39 $57.67 Hold 10%
SPX UP 2.4096 2.6973% $7001.00 $7383.74 INDEX
PAVE UP 1.9338 2.5025% $53.68 $56.68 Hold 10%
IYT UP 0.3628 2.1527% $78.04 $84.61 no
XBI UP 1.6414 2.1383% $127.58 $128.67 no

XLRE UP 4.6488 1.4179% $41.16 $44.70 no
XLI UP -0.3652 1.3182% $162.72 $174.18 no

Analysis

 SMH — despite making an all-time high, it ended the week well below its 8% stop.  
IGM also made all-time high, but ended the week just below its stop.   XLE opened 
up on Monday, rose through the week, and declined some on Friday.   SPX made an 
all-time high on Tuesday, then stair-stepped down.   PAVE formed a bullish spinning 
top on Monday, rose through the week, but fell on Friday.

 IYT made another all-time high but is flirting with $84.   XBI is now in a 7-week 
converging channel with upward bias, but it’s approaching its lower channel bound.  
XLRE looks range-bound between $43 and $45.   XLI’s 12-week MACD and OBV 
Oscillator continue to decline.

Thoughts and Decisions

 SMH might support near $565, but it could just as easily go to $550. 

 My sector choices for this week are: IGM (10%), PAVE (10%), XBI (10%), and PTY 
(70%).

https://trendlinedynamics.com/spx_sector_charts/XBI.html?1
https://trendlinedynamics.com/spx_sector_charts/XLI.html?1
https://trendlinedynamics.com/spx_sector_charts/XLRE.html?1
https://trendlinedynamics.com/spx_sector_charts/PAVE.html?1
https://trendlinedynamics.com/spx_sector_charts/IYT.html?1
https://trendlinedynamics.com/spx_sector_charts/XLE.html?1
https://trendlinedynamics.com/spx_sector_charts/IGM.html?1
https://trendlinedynamics.com/spx_sector_charts/SMH.html?1


New Highs and Lows

 6 all-time highs this week and no all-time lows. 
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