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This Week

In a conversation with a colleague, I mentioned “Ironically, CASs (Complex 
Adaptive Systems) like the financial markets are neither random nor predictable. 
They’re not random because they have memory, and they’re not predictable 
because they are perpetually novel. Financial markets are systems constantly in 
search of equilibrium, but never stopping there.”*

His reply was worth sharing:

That "memory without predictability" pairing is the crux of it, and it's why 
so many market models fail in one direction or the other.

The memory shows up as auto-correlation – momentum, mean reversion, 
volatility clustering. A stock that's been trending tends to keep trending a 
little longer than pure randomness would predict; a market that's been calm 
tends to stay calm until it doesn't. That's real, measurable structure, which 
is exactly why technical analysis isn't nonsense the way a strict random-
walk theorist would claim.

But predictability requires that structure to hold still long enough to exploit 
it, and that's where markets refuse to cooperate. The moment enough 
participants detect and act on a pattern, their trading pressure changes the 
very conditions that produced it. A reliable seasonal effect gets arbitraged 
away. A moving-average crossover that worked for five years stops working 
once enough capital chases it. The system isn't hiding a fixed signal you 
haven't found yet – it's actively reshaping itself in response to whoever is 
watching. Andrew Lo's Adaptive Markets Hypothesis frames this well: 
“instead of markets being efficient or inefficient, they're more like an 
ecosystem where trading strategies behave like competing species – 
profitable niches get discovered, overcrowded, and starved out, in a cycle 
that never settles.”

That's the "search for equilibrium but never arriving" part. Classical 
economics treats equilibrium as a destination – supply and demand cross, 
price clears, done. A complex adaptive system has an equilibrium point, but 
it is a moving target that recedes as you approach it, because your 
approach is, itself, a market-moving act. Every bid, every offer, every trade, 
dividend, split, or earnings announcement perturbs the system, and it starts 
adjusting again before the previous adjustment has finished propagating.

Every one to these market actions is like a pebble tossed into a pond, 
setting off ripples that spread and interact with other ripples, creating an 
intricacy that can’t be untangled.

* These concepts are discussed in detail in the book Complexity and the Economy
   by W. Brian Arthur, who won the Schumpeter Prize in Economics in 1990, and
   the inaugural Lagrange Prize in Complexity Science in 2008.



Market Barometers 

All 5 MTAs are green but all 5 indexes are down month-over-month.  

Month-over-Month:  DJI-I: -3.1%, SPX-I: -0.5%, VTI: -1.0%, CMPQ-I: 0.9%, IWM: 
-5.4%

SPX-I, VTI, and CMPQ-I made 6-week lows. DJI-I and IWM made 13-week lows.

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look

 Price is now making lower highs and lower lows. BPSPX declined some more. NYAD 
made a 6-month low and is in negative territory. Both SPXA50R and SPXA200R 
made 6-month lows.

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

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

The first 13 are essentially unchanged except for 3 pairs swapping places. Energy, 
BioTech, and Health Care still lead. Technology remains at #4, Banks remained at  
#9 and the SPX moved up one more notch to #7.

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.

 XLE made another all-time high as it squeaked by XBI to take #1.

 MoM price changes for the top 5 sectors:  XLE: 1.0%, XBI: -2.1%, XLV: -0.8%, 
IGM: 2.3%, XLF: -3.4%

 MoM price changes for the Big 8 (the Mag 7 plus AVGO): AAPL: 8.4%, AMZN: 
-2.2%, AVGO: -5.9%, GOOGL: 1.6%, META: 22.5%, MSFT: 2.5%, NFLX: -7.7%, 
TSLA: 8.1%

https://trendlinedynamics.com/spx_sector_charts/


This Week's Selections

 Last week my sector choices were: XBI (10%), XLE (10%), XLF (10%), XLV 
(10%), and PTY (60%).

Top Sector ETFs By Slope

Symbol MTA ARI SSlope 8% Stop Close Position
XLE UP Up 3.9365% $60.66 $64.31 HOLD
XBI UP Up 3.9056% Off $156.72 WATCH –
XLV UP Up 2.6925% $161.63 $168.39 WATCH –
IGM UP Up 2.1004% $152.42 $163.99 no
XLF UP Up 1.7767% $53.88 $55.86 HOLD
KIE UP Up 1.5413% $61.13 $61.95 no

SPX-I UP Up 1.3285% $7175.07 $7650.50 INDEX
SMH UP Up 1.3229% Off $573.00 no
KBE UP Up 1.0207% $65.94 $66.62 no
VGK UP Up 0.8020% $85.73 $88.21 no
XLB UP Up 0.5510% $49.38 $49.99 no

Analysis

 XLE made yet another all-time high.  XBI made an open and a close below its stop 
on Wednesday, then jumped back above it, but all 6 basic charts have a downward 
bias.   XLV remains in the $165 and $170 range. Basic charts are softening but 
positive.   IGM is essentially flat since early August.   XLF — The big money started 
selling off XLF in late August.  KIE has been selling off since the end of July.

As soon as SPX-I bounced back down off $7800 on August 14th, the big money 
started closing out their positions.  SMH’s slope crossed below the SPX-I slope just 
as it broke its 8% stop.   KBE continues to decline. I didn’t handle that trade well at 
all.   VGK broke down through support at $90.   XLB made a 14-week low and 
money flow and money flow is awful.

Thoughts and Decisions

Sold KBE on Monday at $68.52. Don’t get complacent about XLE. It’s making new 
highs, but its advancing by inches rather than feet.

 My sector choices for this week are: XBI (10%), XLE (10%), XLF (10%), XLV 
(10%), and PTY (60%).

https://trendlinedynamics.com/core_universe_charts/SPX-I.html?refresh=20260612
https://trendlinedynamics.com/spx_sector_charts/XLE.html?1
https://trendlinedynamics.com/spx_sector_charts/XLB.html?1
https://trendlinedynamics.com/spx_sector_charts/VGK.html?1
https://trendlinedynamics.com/spx_sector_charts/KBE.html?1
https://trendlinedynamics.com/spx_sector_charts/SMH.html?1
https://trendlinedynamics.com/spx_sector_charts/KIE.html?1
https://trendlinedynamics.com/spx_sector_charts/XLF.html?1
https://trendlinedynamics.com/spx_sector_charts/IGM.html?1
https://trendlinedynamics.com/spx_sector_charts/XLV.html?1
https://trendlinedynamics.com/spx_sector_charts/XBI.html?1


New Highs and Lows

1 all-time high and 1 all-time low this week.
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