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This week’s ‘Market Observations’ covers the shortened 4-day Holiday week (Dec. 28–31) with the 

markets closed on Friday (Jan. 1, 2021). 

Over the prior two weeks we have seen the rally continue, with some clues along the way of changing 

leadership. This week we again saw the rally continue with some addition clues as leadership changed 

a little. Overall, volume was light last week and this week, as is typical for sessions right before and 

after major Holidays.  It seems (per the volume) that most Fund Managers completed their year-end 

portfolio re-balancing well before Dec. 31st.  There was a very brief spurt of Volume in the last 2 min. 

of Thursday’s session (Dec. 31) as there were likely a number of last minute ‘Market On Close’ orders 

that were pushed through before the end of the year. 

Oil and Gold remained rather quiet most all of this week, as well as Treasuries.   

On Monday we saw new record highs for the Russell, Tuesday for the Nasdaq and on Thursday near the 

close we saw both the S&P and Dow Industrials deliver new all time highs. 

With the end of the month we will take a look at longer term Monthly charts, and with the end of the 

year we will also look at a few additional charts for comparisons and summary of this year. 

2020 was a rather remarkable year that began with a very strong Economy growing in nearly all sectors. 

The Pandemic hit in Feb. and shocked the markets at first as ‘Shut downs’ stopped activity at first. 

Once revised processes were put in place, some activities resumed or avoided ‘Shut Downs’ all 

together. This created a bifurcated market place with some stock benefiting from the Pandemic driven 

changes (AMZN, FDX, WMT, COST etc.) while others were entirely shut down indefinitely (Travel & 

Entertainment). Even under the uncertainty of the Pandemic, the markets found ways to proceed and 

return to growth. The past 2 months has seen a very strong recovery in many sectors.  

The markets do not like ‘Uncertainty’ and we had plenty of it in 2020.  Next week we may not see 

much of any decrease in ‘Uncertainty’ with both a Run-Off election on Tuesday (Jan. 5) in Georgia and 

Joint Congress Session with the Electoral College on Wednesday (Jan. 6). 

One of the sources of ‘fuel’ for the rally in 2020 is ‘Money Supply’.  In addition to actions taken by the 

FOMC and Treasury this year, we also saw Covid Stimulus funds go out in April to many US citizens. 

Surely some portion of this ‘Money’ has found its way into the markets, seeking growth when Interest 

rates in savings accounts are nearly zero.  

Below are weekly charts for ‘M1’ and ‘M2’ Money supply that show the large increase in available 

currency this year. For definitions on these two ‘measurements’ you can visit investopedia.com and 

search the term ‘M1’ and ‘M2’ money supply. 



 

M1 Money Supply weekly chart as of Dec. 21, 2020 – In 2020 we see nearly a +66% increase in M1 money 

supply. 

 

 

M2 Money Supply weekly chart as of Dec. 21, 2020 – In 2020 we see nearly a +25% increase in M2. 

Money has a habit of always seeking better returns.  With very low Interest rates for the next few years 

to come (as communicated by the Fed) it is no surprise that a major portion of money has been 

attracted to the Equity markets.  

It is impossible to know for sure ‘why’ each investor (trader) does what they do, but we can see 

evidence in the markets via the charts.  Price, Volume and Time are the dimensions we study to see 

changes in behavior of these ‘Market Participants’.  

Now let’s look at the charts to see what they are showing us.  



 

S&P 500 monthly chart as of Dec 31, 2020 – Here we have set our chart vertical scale so be logarithmic 

that helps us compare long term trends more clearly. We can see the Bullish trend since March of 2009 

with brief ‘corrections’ in Dec. 2018 and the largest in Mar. 2020. Note how quickly those corrections 

were fully recovered and the markets resumed delivering new all time highs. Rather impressive rally 

overall that has not yet stopped. 

 

 

S&P 500 weekly chart as of Dec 31, 2020 – On the weekly chart we see the rally since late March that 

has usually only paused for 1 to 3 weeks at a time before ‘Resuming’ the rally. We see more new all 

time highs again this week. 

 

 



 

S&P 500 daily chart as of Dec 31, 2020 – In the daily chart, we can see strong advances made this week 

on Monday and Thursday, closing the week up +1.43% and near its new all time highs.. 

 

 

 

DJIA weekly chart as of Dec 31, 2020 – The Dow paused near its new highs the past few weeks then 

resumed delivering new all time highs this week. 

 

 



 

DJIA daily chart as of Dec 31, 2020 – Here we see advances this week in the Dow on Monday and 

Thursday, closing the week near its new all time highs, up +1.35% for the week. 

 

 

 

NASDAQ monthly chart as of Dec 31, 2020 – The Monthly chart for the Nasdaq composite also shows us a 

very impressive rally since March of 2009 with brief ‘corrections’ in Dec. 2018 and the largest in Mar. 

2020 where the 50 month SMA provided support. Note how quickly each of these corrections were fully 

recovered and the markets resumed delivering new all time highs. A Rather impressive rally overall 

that has not yet stopped. 

 



 

NASDAQ weekly chart as of Dec 31, 2020 – We saw a strong rally the past 2 weeks, and a very narrow 

range bar this week, that did deliver a new record high. 

 

 

NASDAQ daily chart as of Dec 31, 2020 – Here we can see the rally resume on Monday and Tuesday this 

week, delivering new all time highs each day before pulling back a little the rest of this week. The 

Nasdaq closed the week up +0.65%, less than half the advance the Dow and S&P delivered this week. 

This is a clue for us, noticing the difference in the S&P and Dow the last 2 days of this week compared 

to the Nasdaq. Let’s keep our eyes open for other clues that may show us this change in leadership this 

week. 

 

 



 

Russell 2000 weekly chart as of Dec 31, 2020 – Finally we see a small pull back in the Russell this week 

after 8 weeks in a row of a strong rally. Note, however, that although the Russell closed a little lower 

this week, its low this week was higher than the low the prior week, and the high this week was higher 

than the high last week.  Seeing both a higher high and a higher low tells me that the bullish trend 

continues in spite of the slightly lower close this week than the prior week.  At most, we have a 

warning signal this week that should keep us alert to any future ‘changes’ in the trend.  

 

Russell 2000 daily chart as of Dec 31, 2020 – Here we see the new record high on Monday, then a pull-

back on Tuesday and a horizontal pause Wed. and Thursday to close the week down -1.45%. 

 



 

Year To Date Comparison of 4 key Index ETFs as of Dec. 31, 2020 – Note how the Nasdaq-100 (QQQ) 

outperformed the other index ETFs most of this year, while the Russell (IWM) outperformed the other 

indexes in just the past 2 months (since the end of October). 

 

Next we will look at a few key ‘Market Internals’. 

 

McClellan Summation Index weekly chart as of Dec 31, 2020 – Here we see a second week of a minor 

decline in breadth acceleration. 

(Remember what we saw in the Russell this week?) 



 

McClellan Summation Index daily chart as of Dec 31, 2020 – Here we can see the declining breadth 

acceleration the past two weeks. 

 

 

NYSE Percent above 200 day SMA weekly chart as of Dec 31, 2020 – Very little change again this week in 

the percent of stocks above their 200 day SMA. 

 

 



 

NYSE Percent above 50 day SMA weekly chart as of Dec 31, 2020 – Very little change again this week in 

the percent of stocks above their 50 day SMA. 

 

 

 

NYSE Advance Decline Line daily chart as of Dec 31, 2020 – Not much clarity here as the Adv/Decl ratio 

continues in a horizontal range the past 3 weeks. 

 

 



 

VIX weekly chart as of Dec 31, 2020 – Here we see the spike in the VIX this March, then the slow decline 

that followed. Note we have see 3 or more smaller spikes above 35 since, with last week’s smaller 

spike up to 31. This week was quieter in the 21 to 23.6 range. The horizontal yellow line at 20 is just a 

visual reverence indicating support most of this year. 

 

 

VIX daily chart as of Dec 31, 2020 – This week we saw a narrower range in the VIX that straddled its 20 

day SMA (Yellow). 

 

Next we will look at a few key Commodities, Currency and Treasuries. 

 



 

Oil daily chart as of Dec 31, 2020 – Oil remained mostly unchanged this week. 

 

 

 

Gold daily chart as of Dec 31, 2020 – Gold saw a very mild and slow drift higher this week, from its 50 

day SMA (Blue) to its 100 day SMA (Grey). 

 

 



 

US Dollar Index daily chart as of Dec 31, 2020 – The US Dollar weakened this week, delivering a new 2.5 

year Low on Wed. and Thursday this week.  

 

 

US 10 year Treasury daily chart as of Dec 31, 2020 – The 10 year was mostly unchanged this week, just 

below its 50 day SMA. 

 

 



 

US Treasury Yields daily table as of Dec 31, 2020 – We saw very little change in the Yield rates the past 

week. 

 

 



 

FOMC Total Assets Balance Sheet weekly chart as of Dec 23, 2020 – The Fed increased its balance sheet 

last week by $41.44 Billion in additional stimulus, from $7.362T  to $7.404T. 

 

Next we will look at a few key Sectors. 

 

 



 

Dow Transportation Index daily chart as of Dec 31, 2020 – The Dow Transportation index remained 

mostly flat this week, just below its 20 day SMA (Yellow) and closing the week down -0.13%. 

 

 

 

XLE daily chart as of Dec 31, 2020 – The Energy sector remained mostly horizontal this week, closing 

the week down -0.58%. 

 

 



 

XLF daily chart as of Dec 31, 2020 – The Financial sector rallied on Monday and Thursday, closing the 

week up +1.83%. (Note: +1.83% is better than what any major Index delivered for this week.) 

 

 

 

QQQ daily chart as of Dec 31, 2020 – The Nasdaq-100 advanced on Monday then paused near its new 

highs the rest of this week. The QQQ closed the week up +1.35%. 

 

 



 

SOXX daily chart as of Dec 31, 2020 – The Semiconductor sector was mostly horizontal this week, with a 

small rally on Wed. and Thursday. The SOXX closed the week up +1.62%. 

 

 

 

XLC daily chart as of Dec 31, 2020 – The Communication Services sector rallied on Monday above its 20 

day SMA, paused Tuesday, pulled back to its 20 day SMA on Wednesday, and rallied a little on 

Thursday. The XLC closed the week up +1.84%. 

 

 



 

Weekly Percent Change US Indexes and Sectors table as of Dec 31, 2020 – Note how the Russell lead 

last week yet lagged this week. The Nasdaq was less than impressive last week and this week, while 

the S&P and Dow lead this week. Some changes we should note. The strongest sectors this week were 

XME and XLU while the weakest were XHB and XRT. 

 

 

 

Daily Percent Change US Indexes table as of Dec 31, 2020 – On the Daily percent changes table we can 

see how the QQQ lead on Monday and Tuesday, but were weak the rest of this week.  The Russell had a 

brief lift on Wed. that could not recover the prior day’s losses with Thursday the Russell was the 

laggard.  

Next we will look at a few key Stocks. 



 

AAPL daily chart as of Dec 31, 2020 – Monday AAPL rallied then delivered a higher high on Tuesday 

before selling off lower the rest of this week. Apple closed the week up +0.55%. 

 

 

 

MSFT daily chart as of Dec 31, 2020 – Microsoft also rallied Mon. and Tues. before selling off the rest of 

this week. MSFT closed the week down -0.15%. 

 

 



 

AMZN daily chart as of Dec 31, 2020 – Amazon Rallied bit on Monday off of its 50 day SMA, and 

continued a little higher on Tuesday before pulling back on Wed. and Thursday. AMZN closed the week 

up +2.66%. 

 

 

GOOGL daily chart as of Dec 31, 2020 – Alphabet rallied on Monday above its 20 day SMA, traded briefly 

higher Tuesday before pulling back below its 20 day SMA and testing support at its 50 day SMA on 

Wednesday. Thursday saw a small bounce that remained below its 20 day SMA. GOOGL closed the week 

up +1.07%. 

 

 



 

FB daily chart as of Dec 31, 2020 – FaceBook rallied strong on Monday up to is 50 day SMA, paused 

Tuesday then sold off on Wednesday. Thursday was a pause to close the week up +2.15%. 

 

 

 

NFLX daily chart as of Dec 31, 2020 – Netflix bounced off of its 20 day SMA on Monday, rallied Tuesday, 

pulled back a little Wednesday, then again rallied on Thursday to close the week up +5.21%. 

 

 



 

TSLA daily chart as of Dec 31, 2020 – Tesla continued its rally this week after a brief pause on Monday. 

Tesla delivered new all time highs on Thursday, closing the week up +6.63%. 

 

All but one (NFLX) of the above seven big tech stocks each have a current Market Cap value of well 

over $600 billion. These six stocks represent a very big portion of the total value of the Nasdaq-100 

index. Therefore, their behavior can make a major impact on the Indexes and the overall markets. 

To view how these seven have performed this year, we created a Year-To-Date chart for 2020 that 

shows their relative performance as a percentage change since Jan. 1, 2020.  Buy overlaying each on 

these stocks on the same chart, along with the NDX (Nasdaq-100) Index for comparison.  Note what 

stocks have performed better than the NDX this year, and those that did not.  

 

   

 

 



 

Year to Date percent change comparison daily chart as of Dec 31, 2020 – In the above chart we can see 

that AAPL delivered +76.71% YTD, AMZN +71.6%, and NFLX +63.95%. Each did better than the NDX’s 

+45.27% this year.  MSFT, FB and GOOGL did less than the NDX this year.   

? Is your portfolio up more than the NDX this year? 

Where is TSLA?  Note the Pink line that flies off of the above chart. Lets zoom back to see all 7 stocks. 

 

Year to Date percent change comparison daily chart with TSLA as of Dec 31, 2020 – Now you can see 

TSLA at an amazing +720.05% for this year.  



 

JPM daily chart as of Dec 31, 2020 – JPM was mostly horizontal this week, near its highs from the prior 

week. Thursday JPM saw a strong rally to higher highs, closing the week up +2.05%. 

[GS was up +2.95% this week with a similar looking chart.]  

 

 

MU daily chart as of Dec 31, 2020 – Micron straddled its rising 20 day SMA for 3 days, then shot up on 

Thursday with above average volume, closing the week up +6.52%. 

When you see a key SMA providing support, or acting like a magnet, within a positive context (all 3 

SMAs are sloped upwards) then buying near that SMA (20 day SMA) is one strategy for identifying a low 

risk entry, without waiting for a ‘break out’ to confirm.  Odds are lower, but so is the risk. You decide. 

 



 

FDX daily chart as of Dec 31, 2020 – Fedex has continued slowly lower ever since breaking below its 50 

day SMA on Dec. 18th after earnings. FDX closed the week down another -3.42%. 

 

We looked at some comparisons this week that focused in on some of the leaders in 2020. We have no 

idea if these same names will continue to be leaders in 2021, but this gives us a place to begin until the 

charts tell us otherwise.  

Next week we will watch to see if the Nasdaq regains leadership, or does the DJIA and S&P continue to 

lead as they did at the end of this week.    

Uncertainty will continue in 2021 which makes managing risk always “Job # 1”.  As Mark Douglas would 

remind us, ‘Anything can happen’.   

I wish for you a prosperous 2021 as we all continue learn and grow as traders. 

Trade Smart, 

CJ 

 


