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Sell Off Raises Alert 

I am still on vacation this week but I am been swamped with emails due to 

the late week sell off that took the markets back below the breakout level of 

1850.  Therefore, I just wanted to issue out a very short update. 

 

The combined escalation of a potential conflict in the Ukraine and the rapidly 

deteriorating economic data coming out of China has weighed on the markets 

in the past week.  Another concern is the upcoming meeting of the Federal 

Reserve this week and the potential for further reductions in the ongoing 

monetary interventions. 

 

However, as I will show in the chart on the next page, the recent sell off has 

not changed the current trend of the market.  However, the deterioration in 

the technical underpinnings is concerning. 

 

The following excerpt is from John Murphy’s weekly technical commentary: 

 

“The weekly indicators for the S&P 500 were giving ‘negative divergences’ 

which also warned of a market pullback. Combined with increased tensions in 

the Ukraine and concerns about problems in the Chinese economy, it was no 

surprise then to see the markets fall sharply later in the week.  

 

And some short-term technical damage was done. Chart 1 shows the Dow 

Industrials falling below its 50-day average (on rising volume). At the same 

time, the 14-day RSI line (above chart) slipped below 50. More importantly, 

daily MACD lines (below chart) turned negative for the first time since early 

January. I wouldn't be surprised to see the Dow retest its 200-day average 

and/or its February low. Chart 2 shows the S&P 500 falling back below its 

January high (also on higher volume) and threatening its 50-day line. Daily 

MACD lines turned down as well. [As shown on Wednesday, weekly S&P 500 

MACD lines have been negative since January which makes this week's 

downturn potentially more serious].” 
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Chart 1 

Chart 2  
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Bull Trend Still Intact – Concerns Rise 

 

John’s analysis above is very critical.  As I have discussed recently these 

measures are indicative of the “patients” bill of health.  Currently, the market 

has likely contracted a cold. 

 

The chart below is my intermediate market analysis.   

 

  

The market has currently only retraced back to its short term moving average 

which has been consistent support over the last year.   However, what is 

disturbing is that both of the “sell” signals that were issued back in January 

failed to turn positive last week as they should have. 

 

I upgraded the allocation model last week in anticipation that the signals 

would turn positive subsequent with the break out to new highs.  Importantly, I 

also stated that there was “risk” to this upgrade and that more conservative 

investors may want to wait for confirmed “buy” signals before increasing 

exposure to “risk” assets.  

 

Currently, nothing has occurred technically that would require a reversal of 

last week’s allocation upgrade.  However, the deterioration in the supportive 

structures of the market are extremely concerning.  I will continue to monitor 
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price action in the week ahead and a violation of support structures as 

identified above may require a reversal of recent actions. 

This is part of investing.   It is also part of managing “risk” in a very extended, 

over bought, and overly exuberant market. 

 

One very positive sign is that money has been flowing back into bonds as 

investors seek “safety” over “risk.”  Last week brought yields on the 10-year 

treasury very close to our short term price targets.  This drop in rates has 

provided a nice offset to recent equity volatility and is a main reason why we 

continue to recommend a full weighting to bonds allocations in portfolios. 

 

The ongoing deflationary pressures in the economy continue to suggests 

lower interest rates in the future particularly as the Fed continues to withdraw 

support for the markets.  This is a topic I will address more next week. 

 

For now, no changes to portfolios are required.  However, I do recommend an 

increased awareness to your portfolio over the next week as things continue 

to develop. 

 

Have a great week. 

 

Lance Roberts   
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Disclaimer & Contact Information 
Disclaimer 

The opinions expressed herein are those of the writer and may not reflect those of 

Streettalk Advisors, LLC., Charles Schwab & Co, Inc., Fidelity Investments, FolioFN, or any 

of its affiliates. The information herein has been obtained from sources believed to be 

reliable, but we do not guarantee its accuracy or completeness. Neither the information nor 

any opinion expressed constitutes a solicitation for the purchase or sale of any security. 

Past performance is not a guarantee of future results. Any models, sample portfolios, 

historical performance records, or any analysis relating to investments in particular or as a 

whole, is for illustrative and informational purposes only and should in no way be 

construed, either explicitly or implicitly, that such information is for the purposes of 

presenting a performance track record, solicitation or offer to purchase or sell any security, 

or that Streettalk Advisors, LLC or any of its members or affiliates have achieved such 

results in the past. ALL INFORMATION PROVIDED HEREIN IS FOR EDCUATIONAL 

PURPOSES ONLY – USE ONLY AT YOUR OWN RISK AND PERIL. 

 

Registration 

Streettalk Advisors, LLC is an SEC Registered Investment Advisor located in Houston, 

Texas. Streettalk Advisors, LLC and its representatives are current in their registration 

and/or notice filing requirements imposed upon United States Securities & Exchange and 

State of Texas Registered Investment Advisors and by those states in which Streettalk 

Advisors, LLC maintains clients. Streettalk Advisors, LLC may only transact business in 

those states in which it is registered, or qualifies for an exemption or exclusion from 

registration requirements. 

 

Performance Disclosures 

Past performance may not be indicative of future results. Therefore, no current or 

prospective client should assume that the future performance of any specific investment, 

investment strategy (including the investments and/or investment strategies recommended 

and/or purchased by adviser), or product made reference to directly or indirectly on this 

Website, or indirectly via link to any unaffiliated third-party Website, will be profitable or 

equal to corresponding indicated performance levels.  

 

Different types of investment involve varying degrees of risk, and there can be no 

assurance that any specific investment will either be suitable or profitable for a client’s 

investment portfolio. No client or prospective client should assume that any information 

presented and/or made available on this Website serves as the receipt of, or a substitute 

for, personalized individual advice from the adviser or any other investment professional. 

 

Historical performance results for investment indexes and/or categories generally do not 

reflect the deduction of transaction and/or custodial charges or the deduction of an 

investment-management fee, the incurrence of which would have [the] effect of decreasing 

historical performance results. 

 

Disclaimer of Warranty and Limitation of Liability  

The information on this site is provided “AS IS”. Streettalk Advisors, LLC does not warrant 

the accuracy of the materials provided herein, either expressly or impliedly, for any 

particular purpose and expressly disclaims any warranties of merchantability or fitness for 

a particular purpose. Streettalk Advisors, LLC will not be responsible for any loss or 

damage that could result from interception by third parties of any information made 

available to you via this site. Although the information provided to you on this site is 

obtained or compiled from sources we believe to be reliable, Streettalk Advisors, LLC 

cannot and does not guarantee the accuracy, validity, timeliness or completeness of any 

information or data made available to you for any particular purpose. 

 

Copyright or Other Notices 

If you download any information or software from this site, you agree that you will not copy 

it or remove or obscure any copyright or other notices or legends contained in any such 

information. 

 

All investments have risks so be sure to read all material provided before investing. 
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