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This Week

Every week for the last 12 years I have been demonstrating how to use technical 
analysis to understand what the market is telling you. Market prices move in tides, 
waves, and ripples – long cycles, medium cycles, and very short cycles. This letter 
will continue to monitor the market as a whole. But this week we will begin to 
explore the world of dividend investing.

What is Dividend Investing

The central theme of dividend investing is to profit by tapping into a company's 
cash flow rather than trying to profit from increases in its stock price. Stock price 
depends on what other investors are willing to pay for it on any given day. Of 
course, it’s always nice when you can get dividends and price appreciation, but 
we’ll talk about that later.

The underlying objective in dividend investing is to build an income stream that's 
anchored to business fundamentals rather than to market pricing. That income 
stream can be used to buy more shares (which can buy more future dividends) or 
by living off the income directly without ever having to sell principal.

Dividend investing is closely related to value investing. Both require patience and 
discipline. Both are interested in good companies:

1. That make products people need

2. With visionary management,

3. Good growth potential, and

4. Not too much debt

But there is a difference between value investors and the dividend investors. Value 
investors won’t buy unless the stock is cheap. Dividend investors, too, like to buy a 
stock when it is cheap, but for them a higher priority is dividend strength and 
consistent growth.

Dividend investing requires a shift in focus from “what will this company be worth in 
the future?” to “what will this company pay me now...and how long?” The second 
question depends on forecasting a company's ability to keep generating and 
distributing cash. There is always risk in investing, but this is a more stable, longer-
term kind of risk. When you are a dividend investor, you are underwriting a 
company's cash-generating capacity rather than betting on crowd psychology.

That's also why "growing" tends to matter as much as "paying" in serious dividend 
investing – a strong and stable dividend is the minimum one should settle for. But 
the ultimate objective is a rising claim on cash flow, compounding year over year, 
largely independent of whatever the stock's ticker happens to be doing on any 
given Tuesday.

Next Week: What are “Dividend Aristocrats”, and why don’t three quarters of them 
pass my simplest test for being good dividend investments? 



Market Barometers 

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

Month-over-Month:  DJI-I: -3.3%, SPX-I: 0.9%, VTI: 0.4%, CMPQ-I: 3.5%, IWM: 
-5.8%

CMPQ-I made an all-time high. SPX-I and VTI made 5-week highs. DJI-I and IWM 
made 14 and 15 week lows, respectively.

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look

The SPX gapped up on Monday, making a September high close, but not besting 
August’s high close. The other three charts continued to decline. making 6-month 
lows. 

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.

No change in the top 4. Finances and Insurance dropped two rows. The SPX rose 
again to take 6th place. That means 75% of the sectors are doing worse than the 
market as a whole. Also, more than half of the 25 sectors, including gold, have 
negative slopes.

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:  XLE: 0.0%, XBI: -8.3%, XLV: -2.6%, 
IGM: 7.6%, SMH: 9.1%

 MoM price changes for the Big 8 (the Mag 7 plus AVGO): AAPL: 10.1%, AMZN: 
-4.4%, AVGO: -1.1%, GOOGL: -0.9%, META: 31.9%, MSFT: 5.0%, NFLX: -13.5%, 
TSLA: 6.2%

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 3.5208% $60.66 $62.04 WATCH –
XBI UP Up 3.3147% Was $156 $155.03 SELL
XLV UP Up 2.4563% $161.63 $170.70 WATCH –
IGM UP Up 2.3383% $156.68 $169.98 WATCH +
SMH UP Up 1.6330% $558.86 $606.56 WATCH +
SPX-I UP Up 1.2337% $7175.07 $7743.41 INDEX
XLF UP Up 1.1511% $53.88 $54.84 SELL
KIE UP Up 0.9530% Off $59.71 no

Analysis

 XLE is descending toward its 8% stop, its CMF is below zero and OBV is declining. 
SSlope is showing a negative divergence from price.   XBI’s lower 8% stop was 
$155.98, and Friday it closed almost a dollar below.   XLV moved down to the –
1.5xATR (lower green line) on the Keltner Band chart for a while but now its back 
up to the 20-day EMA (black line) and just above $170.   IGM got below $150 in 
late July, but now it’s challenging $170.

 SMH broke its high 8% stop, its money flow is strong, and on Friday it made a full 
candle above $600.   SPX-I’s basic charts are mixed. It’s SSlope is positive but 
descending.   XLF is still above its 8% low stop, but Tuesday it went below $55 and 
all basic charts are down.   KIE – All basic charts are down.

Thoughts and Decisions

XLV could recover, but I’m concerned about XLE.

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

https://trendlinedynamics.com/spx_sector_charts/KIE.html?1
https://trendlinedynamics.com/spx_sector_charts/XLF.html?1
https://trendlinedynamics.com/core_universe_charts/SPX-I.html?refresh=20260612
https://trendlinedynamics.com/spx_sector_charts/SMH.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
https://trendlinedynamics.com/spx_sector_charts/XLE.html?1


New Highs and Lows

4 all-time highs and 2 all-time lows this week.
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