
Special points 
of interest: 

• Stocks had a reversal 
day last Thursday, 
and we believe this is 
part of the short-
term topping process 
we have been 
looking for. 

• We have been 
looking at the 
possibility of a move 
back down to the 
420-area on SPY, and 
as part of that a 
move down to 135 
on QQQM. If this 
pullback occurs, and 
we see those price 
levels, we would add 
money.  
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In Stocks, we discuss the possibility of a short-term pullback in equities, and then look 
at the low volatility ETFs. Several advisors have asked about these, as they have not 
performed this year. In Fixed Income, we look at Bond ETFs with several durations and 
note that there is some chance that we see a bit of a spike in the interest rate markets. 
We have mentioned this on conference calls and while it seems a bit far-fetched to 
some, this is a big enough risk that we should discuss it. 

In Commodities, we discuss the Energy Sector, both stocks and futures, but with 
emphasis on the stocks. In International we discuss Australia and Canada. Last, in 
Chart of Interest, we have a link to an article of interest from Geoff Garbacz. 
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 Stocks had a reversal day last Thursday, and we believe this is part of the short-term topping process we 
have been looking for. Friday saw some attempted snapback – again this looks to be part of the pattern. 
Stocks have been stronger than most people anticipated, but markets have rallied to resistance and are 
giving some sell indications. We have been looking at the possibility of a move back down to the 420-area on 
SPY, and as part of that a move down to 135 on QQQM. If this pullback occurs, and we see those price 
levels, we would add money. We have also noted that for new clients we would be adding money right away 
– there is a chance we are wrong on this, and in any event intermediate indicators still look strong on stocks.

We have not looked at the low volatility stock ETFs for a while. The main two of these are SPLV 
(Invesco®S&P 500 Low Volatility ETF) and USMV (iShares®MSCI Minimum Volatility ETF). There is a low 
volatility offering from Vanguard, VFMV (Vanguard Minimum Volatility ETF), but it does so little volume we 
will ignore it for the purpose of this article. These have not performed in 2023 but may be ready for a rally 
over the next month or so. Several advisors have indicated they are overweight in this area, and if this 
happens, advisors may want to trim positions. Trim – but not eliminate – after all these are good ETFs that 
can add stability to a portfolio. There are some differences in these ETFs we will discuss.  

SPLV has two advantages in down markets. First, there are no sector constraints so if there is a difficult 
sector, such as Tech in 2000, or Financials in 2007, the ETF can rotate out of these. Second, this rebalances 
quarterly, so the reaction time is a bit quicker. In contrast, USMV must hold every sector, but can hold lower 
or higher weighting. Also, it rebalances only twice a year – which can contribute to better performance in an 
up market, but often makes performance worse in a down market. Remember – volatility can occur both up 
and down. In most ways, we prefer SPLV – after all, the main reason to own Low Volatility is insurance and 
SPLV is better insurance. But, if you are considering a tax swap in this area, the defects of USMV are 
unlikely to hurt you moving into yearend 2023. We show weekly charts, below. 
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Today, we will look at IEI (ishare®Barclays 3 - 7 Year Treasury Bond), IEF 
(ishare®Barclays 7 - 10 Year Treasury Bond), and TLT (iShare®Barclays 20 Year 
Treasury Bond). Over the last two weeks we have suggested a quick surge in interest 
rates is possible, that would lead to false breakouts in the interest rate indexes we follow. 
An additional way to look for this is to look at the trading in ETFs. While we mostly trade 
and analyze TLT, the other two ETFs are important to benchmark as a way to get some 
early warning of an interest rate surge. 

IEI is the shortest duration of these three. It is a trading range, as is TLT, but we note 
that it is much closer to the bottom end of the range than TLT. The range is from 112.50 
to 121.50 or so. A move below 112 would suggest that a spike in rates is occurring. The 
daily stochastic is in sell mode, and the weekly is a buy recycle. IEF is also a range 
(roughly 92 to 96) and has a double bottom right around 95. If this breaks, a test of 92 is 
possible, and below that would lead to a nice surge in these rates. The stochastic pattern 
is the same as IEI, just a bit weaker. We have spent a lot of time on TLT, and over the 
last couple of weeks have noted that it has been trading weaker than we expected. 
Short-term support on TLT is 99 or so and is being fully tested. There is a gap at 95 that 
is the next downside target, and below that would target 91 or lower. Resistance is 105, 
then 110, and this remains a range for now. The stochastic pattern is the same as the 
others, but again – weaker. We will show weekly charts of these, and clients should look 
for a false breakdown in some of these (perhaps not TLT) as a signal to buy. In fact, a 
false breakdown in IEI would be a buy on TLT or on individual bonds as well.  If this idea 
works, and the set up looks like it could work although most say it is a bit far fetched, be 
ready. 

 

 

 

 

Fixed Income Review 

“Over the last 
two weeks we 
have suggested 
a quick surge in 
interest rates is 
possible, that 
would lead to 
false breakouts 
in the interest 
rate indexes we 
follow.” 
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“Traders who 
bought XLE in 
June for the 
seasonal rally 
into August 
should consider 
sale at 90 or so” 

Oil has rallied over the last few weeks, in line with the favorable seasonality we have discussed. 
Gasoline has rallied as well. However, oil stocks have not done as well as we anticipated, and the 
seasonally favorable period should peak in mid to late August. Sadly, the oil stock ETFs have not 
done as well as oil, mostly because some earnings have not been strong. We will look at XLE 
(SPDR® Select Sector Energy ETF), RSPG (Invesco® Equal Weight Energy Index), and PSCE 
(Invesco® Small Cap Energy Portfolio) in this article.  

XLE is the biggest of these ETFs, but it is not the best of these, because over 40% of it consists of 
two stocks, CVX and XOM. These two names have not been performing as well as other names, so 
XLE has lagged a bit. XLE has support from 75 to 70, and resistance is the 90-area. The daily 
stochastic is overbought and not in sell mode, but the weekly has a bit more upside. Traders who 
bought this in June for the seasonal rally into August should consider sale at 90 or so.  

RSPG is stronger. It has support around 70 or so, and resistance is 75. Intermediate resistance is 
80 and should be tested. Traders should sell this in the 78 to 80 area, which should be hit in 
August. The daily stochastic is overbought, and the weekly is also (stronger than XLE). PSCE has 
had a five for one reverse split. This is challenging trading resistance at 55, and next resistance is 
58 to 60. The daily and weekly stochastics are overbought – and a bit stronger even than RSPG.  

We are at an interesting juncture in this seasonal trade, as there are three variables to consider. 
First, it looks as if the stock market should have a pullback, as we mentioned in the Stock section of 
this report. Second, a look at both USO and oil futures themselves, shows that they have 
outperformed the stocks on the upside. The same is true of UGA and Gasoline futures. The stocks 
have been weaker than the commodities, but do look like more upside, as we have discussed. On 
balance, we believe the correct strategy is to hold the stock ETFs into August, using the targets 
we’ve discussed, but use some risk management if the market begins a pullback. We show daily 
charts, below – and suggest looking at the other timeframes. 
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We have not looked at EWA (iShares® MSCI Australian Index Fund) and EWC (iShares® MSCI 
Canadian Index Fund) in a while. These are commodity-oriented economies, with Australia’s 
proximity to China, and Canada’s proximity to the US, an indicator of the respective strength of 
those larger economies. Which of these is more attractive now? 

While a look at short-term charts suggests that these are quite similar, a look at the intermediate 
shows that EWC is trading better and has been for some time. We say this because EWA is 
trading below the 2020 high, and EWC pulled back to test that high successfully in 2022. Now, it 
has started to move out of the consolidation and could test the 38 to 41-area. While we would 
not use EWA in models at this time, we will take a closer look. EWA has support from 22 to 20, 
and short-term resistance is 24. Above this would target 26. The daily stochastic is in slight sell 
mode and the weekly is overbought but not yet in sell mode. Please note that this is trading right 
around the 2020 high. In contrast, EWC has short-term support around 34, and intermediate 
support is around 32. It is trading at short-term resistance in the 36-area, and above this would 
target 40, close to a new high. The 2020 high is right around 30 so this has substantially more 
strength. The stochastic pattern is the same as EWA, but a bit stronger. We show daily and 
weekly charts, below. All of this suggests/confirms that the US economy really is stronger than 
China’s and has been since 2020. 

 

 

International Review 

“All of this 
suggests/confir
ms that the US 
economy really 
is stronger than 
China’s and has 
been since 
2020.” 
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On Thursday’s call we talked about the concept of “Greedflation” that is letting 
companies get away with price increases. Here is that story: 

https://t.co/UX0oZZ0NGL 

 

 

 

 

Weekly Chart of Interest 

The FRED Report was started to provide Financial Advisors across firms and platforms access to 
unbiased market research. The President of the Fred Report, Fred Meissner, CMT, has been practicing 
Technical Market Analysis since 1983 and has worked in the research departments of Merrill Lynch and 
Robinson – Humphrey /Smith Barney. In addition, he has served the public as a portfolio manager and 
financial advisor. We know the problems advisors face and have devoted our career to helping advisors 
find the best possible investments in all environments. We want to help you help your clients and grow 
your business. 

About Our Organization 
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Research used in this report does not purport to be comprehensive or to contain all the information which a 
prospective investor may need in order to make an investment decision. The information is based on publicly 
available information and sources, which the publisher believes to be reliable, but does not represent to be 
accurate or complete, and it should not be relied on as such. The publisher may update any research report 
as it determines appropriate, in its sole discretion. Each reader of this report must make its own 
investigation and assessment of the information presented herein. No representation, warranty or 
undertaking, express or implied, is or will be made or given and no responsibility or liability is or will be 
accepted by Fredco Holdings, Inc. or by any of its directors, officers, employees, agents or advisers, in 
relation to the accuracy or completeness of this presentation or any written or oral information made 
available in connection with the information presented herein. Any responsibility or liability for any such 
information is expressly disclaimed. Any person or entity who does rely on this report does so at his/her own 
risk and by doing so assumes all liability for any such loss, harm or other detriment.   

The information contained herein was prepared by Fredco Holdings, which is solely responsible for the 
contents of this report.   

All prices provided within this research report are a snapshot taken as soon as practicable prior to the 
release of the report. No representation is made as to the current prices of securities. 
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