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This Week

In this week’s Thoughts from the Frontline, John Mauldin examines what happened 
as the Federal Reserve FOMC committee decided to hold the Fed funds rates on a 9-
3 vote. The three dissenters wanted to raise rates. The stock market swooned. The 
futures market (having already figured out what the Fed was going to do) yawned.

            –            –            –            –            –            –            –            –

JC Parets gives a sober (if not depressing) analysis of what often happens to stocks 
after they have their IPO in his article “The Public Is the Exit”. There’s a chart about 
half-way through the article that shows what happens to most stocks during the 
first three years after their IPO. The chart doesn’t look like much until you look at 
the scale on the right side. And the last 5 years have been awful.

            –            –            –            –            –            –            –            –

Steve Blumenthal’s “On My Radar” talks about the crash of the South Korean stock 
market – down 44% from its June highs. To use Buffett’s analogy, it turns out that a 
lot of people were swimming naked when the tide went out.

He goes on to talk about the US:

...margin debt hit a record $1.53 trillion in June, up 51.5% year over 
year, the fastest pace of borrowing in three decades. Investor credit 
balances (cash minus debt owed) sit at a record negative $1.06 trillion. 
Leveraged ETF assets, now roughly $179 billion, are 85% concentrated in 
three sectors: Technology, AI, and Semiconductors.

Concentration plus leverage is how an ordinary correction becomes 
something else.

It appears that the Zoomer Generation doesn’t realize that buying on margin cuts 
both ways. You make more money if the stock goes up, and you lose more money if 
the stock price goes down. And their infatuation with 2x and 3x ETFs shows they 
don’t have any idea how they actually work.

Leveraged ETFs (-3x, -2x, -1x, 2x, 3x) rebalance their accounts every trading day, 
not once at purchase. Each morning, the fund resets its exposure so that it delivers 
2x or 3x the day's return on the underlying index by using swaps, futures, or 
similar derivatives rather than borrowing money and buying more shares.

That daily reset is the whole story, and it's why these funds can badly diverge from 
2x or 3x an index over any period longer than a day. For example: if an index goes 
up 10% one day and down 10% the next (roughly flat over two days — actually 
down about 1% due to compounding), a naive 2x fund doesn't return -2%. It 
returns 2x each day separately: up 20% day one, down 20% day two — and 1.20 × 
0.80 = 0.96, a 4% loss, even though the underlying index only lost about 1%.

Leveraged funds were never intended for longer-term investing.

https://www.cmgprivatewealth.com/omr/july312026
https://trendlabs.com/the-public-is-the-exit/?vid2=346d403a611a7b10b622babcf681754ff2813febefa26a6bc808926871aebd2208744a20447e98f4eea2206afa826717&utm_campaign=20260727_EW&utm_source=Iterable&itbl_templateId=24918530&itbl_campaignId=19116579&utm_medium=Email
https://images.mauldineconomics.com/uploads/TFTF_Aug_01_2026.pdf?_sc=OTQzMjQwNSMxOTIxOTg%3D


Market Barometers 

The DJIA was the only index that was up for the month of July, and it was only up 
0.3%. All the others were down, with COMPQ (NASDAQ) and IWM (the small caps) 
doing the worst. All 5 MTAs remain up, but none of the indexes made a new high.

  Month-over-Month:  DJIA: 0.3%, SPX: -0.1%, VTI: -0.5%, COMPQ: -3.2%, IWM: 
-3.1%

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look

The SPX has been declining for 9 weeks since it’s all-time high on June 2nd. On 
Wednesday it made a 7-week low. Interestingly, the BPSPX did significantly better 
than price, ending the week above 64%. The NYAD found its own path. The 
SPXA50R and the SPXA200R both popped on Tuesday, but the SPXA50R declined 
rapidly after that to close the week near 62%.

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/dSePPzzQ


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.

Biotech took over 1st place while Semis dropped to #2.Technology dropped from 3rd 
to 6th. The SPX continued its 7-week decline as Insurance jumped to 3rd.

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:  XBI: -7.1%, SMH: -17.6%, KIE: 5.3%, 
KBE: 2.1%, IYT: -2.1%. XBI got beaten down, but SMH got beaten down even 
worse. Insurance and banks did all right, and Transports declined a little.

 MoM price changes for the Big 8 (the Mag 7 plus AVGO): AAPL: 6.8%, AMZN: 
13.9%, AVGO: 3.1%, GOOGL: -0.3%, META: -1.2%, MSFT: 24.6%, NFLX: 0.4%, 
TSLA: -26.0%

https://trendlinedynamics.com/spx_sector_charts/


This Week's Selections

 Last week my sector choices were: IYT (10%), PAVE (10%), XBI (10%), and PTY 
(70%).

Top Sector ETFs By Slope

Symbol MTA ARI SSlope 8% Stop Close Position
XBI UP Up 5.2211% Off $147.01 SOLD
SMH UP Up 4.6839% Off $540.53 no
KIE UP Up 3.2095% $61.13 $64.24 Watch +
KBE UP Up 2.8198% $65.59 $69.65 Watch +
IYT UP Up 2.7340% $82.81 $84.89 WATCH –
IGM UP Up 2.5337% Off $153.51 no
XLV UP Up 2.3043% $153.88 $162.55 no
XLF UP Up 2.1679% $52.99 $56.94 BUY
XLI UP Up 1.7103% $170.72 $179.84 no
XRT UP Up 1.4230% $84.20 $89.78 no
XLRE UP Up 1.3711% $42.33 $45.07 no
SPX UP Up 1.3356% $7001.00 $7489.72 INDEX
PAVE UP Up 1.3283% $55.19 $56.36 SELL

Analysis

XBI had an open and a close below its 8% low stop on Tuesday, then it opened 
even lower (and below $150) on Wednesday so I sold it.   SMH bounced up off 
support near $500 on Wednesday but all basic charts are down.   KIE made an all-
time high on Tuesday and then fell below $65 again.   KBE — Still waiting for an 
open and a close above $70.   IYT declined every day this week except Friday when 
it stalled at $85.   IGM has been declining since the beginning of June.   XLV made 
an all-time high on Tuesday and then fell below $165 again.

 XLF made an all-time high, its SSlope is greater than the SPX’s, and its above $56. 
XLI money flow is rising, but price is still fluctuating around $180.   XRT made a 
230-week high (4-year), it’s SSlope is marginally higher than SPX’s, and all basic 
charts are up.   XLRE made a 213-week high and its SSlope is the same as the SPX. 
SPX’s SSlope bounced up at the end of April, but after making an all-time high on 
June 6th it pulled back and then went horizontal.   PAVE’s OBV has been flat since 
February and its price has mostly been between $55 and $60 since April.

Thoughts and Decisions

I sold XBI on Wednesday. I expect IYT to bounce back up from $85. If it doesn’t 
then it will be time to sell it, too. I can’t justify holding on to PAVE any longer 
because right now I can make more money from PTY’s dividends. 

My sector choices for this week are: IYT (10%), XLF (10%), and PTY (80%).

https://trendlinedynamics.com/spx_sector_charts/XLRT.html?1
https://trendlinedynamics.com/spx_sector_charts/XRT.html?1
https://trendlinedynamics.com/spx_sector_charts/PAVE.html?1
https://trendlinedynamics.com/core_universe_charts/SPX.html?refresh=20260612
https://trendlinedynamics.com/spx_sector_charts/XLI.html?1
https://trendlinedynamics.com/spx_sector_charts/XLF.html?1
https://trendlinedynamics.com/spx_sector_charts/XLV.html?1
https://trendlinedynamics.com/spx_sector_charts/IGM.html?1
https://trendlinedynamics.com/spx_sector_charts/IYT.html?1
https://trendlinedynamics.com/spx_sector_charts/KBE.html?1
https://trendlinedynamics.com/spx_sector_charts/KIE.html?1
https://trendlinedynamics.com/spx_sector_charts/SMH.html?1
https://trendlinedynamics.com/spx_sector_charts/XBI.html?1


New Highs and Lows

Six all-time highs this week and one all-time low.
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