
DURING THE PANIC OF 1871 IN

Paris, when everyone was selling,
Baron Rothschild was buying.
When asked about his buying
decision, Rothschild apparently
replied that “The time to buy is
when there is blood in the streets.”

As noted in my “Smell of Fear”
blog, https://www.valuetrend.ca/-
the-smell-of-fear/ there are some
quantitative factors that we can
watch for signs of “blood in the
streets”. I have collected a number
of these “fear-sensing” sentiment
factors, along with some breadth
and trend factors – and created a

broad based indicator that I call
the “Bear-o-meter”. 

The newest reading of the Bear-
o-meter, and focused on some of
its individual components that
have changed over the past month.
My last reading was on October
3rd, when it read an astoundingly
low “1”—very deeply bearish.
This reading looks to have been
vindicated, given the carnage that
began literally the next day. I
should note that the Bear-o-meter
normally doesn’t work that accu-
rately. It is a risk/reward reading –
not a market timing program. But,
it appears that deeply bearish or
deeply bullish readings (e.g.
–close to 0, or close to 8) may
offer some insight on neartermed
moves. My point is, don’t expect
that to happen all of the time. I use
this system to read potential risk
and reward, not to time entry or
exits. The Bear-o-meter reads “4”

at this time. That’s neutral. So we
are at an average risk/reward
tradeoff at this time. That can
change, likely to a bullish setup,
sooner rather than later.

When the blood is running on
the streets, we want to start look-
ing for buying opportunities. I
decided to review four of the
dominant sector trends in season-
ally favorable groups. They are
Technology, Industrials, Finan-
cials and Discretionary stocks.

All of these sectors are favor-
able into late winter or spring. So
these are not short termed season-
al patterns – they offer a bit of
wiggle room to refine your entry
point. I’ll use the SPDR ETF’s to
illustrate the sectors. Let’s get at it.

Technology (XLK-US)
The XLK ETF broke a trend-

line and its 200 day SMA recent-
ly. It has not taken out its last sig-
nificant support low of $62 from
February. A move back above the
200 day SMA (currently near 69)
would signify a probable reversal
of the current dangerous pattern.
Watch for that break.

Industrials (XLI-US)
This is one distressed chart.

The neckline break at around $71
paints a Halloween-scary picture.
I would expect an oversold
bounce back to that price point,
but the chart shows clear and pre-
sent danger past that potential.
For now, I am inclined to avoid
the sector, despite the positive
seasonal tendencies. 
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Financials (XLF-US)
The financial sector looks to

have broken its technical support

(neckline) at around $26. Its not so
far below that level as Industri-
als—but there is little question of

the precarious look to the current
chart pattern. If the sector doesn’t
rebound back above $26 again
shortly, it could be ugly. I’d be
wary for now. A decisive move
over $26 might change the picture.

Discretionary (XLY-US)
XLY broke its trendline and

the 200 day SMA. But, it did this
in 2016 and still managed a
recovery. So I’m inclined to play
this like I would XLK. That is, a
move back above the 200 day
SMA – currently residing around
$107 – might inspire me to buy
into the sector. �
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