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Last week we saw a gap down, strong selling at times with failed rallies each day to end the 4-day 

Holiday week down between -5.6% (S&P) and -7.5% (Nasdaq) for the largest declining week since Q1 of 

2020. 

This week began again with a big gap down on Monday with strong selling the first half of the day 

before reversing to see a strong rally the last half of the day that more than recovered all of that day’s 

opening gap and decline. Tuesday saw another gap down and selling at the open, a pause, a 2 hour 

rally and then selling the last hour. Wednesday saw a gap up and some whip saws back and forth until 

the FOMC minutes were released, with a small rally initially then strong selling as Jay Powell began to 

speak. Thursday saw another gap up and a failed rally followed by slow and steady selling most of the 

day. Friday opened with more selling for 30 min. then reversed and saw a 2 hour rally, a pause then a 

30 min drop followed by a strong rally the last 90 min. of the day. 

Interesting Observations this week: 

[1] The opening Gap on Monday defined a ‘Gap Zone’ that was nearly repeated in the same area on 

each of the following three days this week where we saw opening gaps (2 down, 2 up).   

[2] After the very wide range day on Monday, the following days this week were mostly ‘inside’ 

Monday’s range as a consolidation pattern formed with a brief exception seen on Wednesday before 

Jay Powell spoke.  

[3] The volatile and wild swings seen this week with brief and fast rallies are common within a Bear 

Market context. The lack of volume and/or the failure to deliver higher highs are our clues that the 

Bears may still be in charge. 

The Russell was the weakest index last week and again this week. We also saw most breadth indicators 

mostly bearish each day this week except for a bounce on Friday. 

Gold tested its long term Resistance this week before dropping the last half of this week. Oil resumed 

its Rally this week after a small correction last week. 

The US Dollar strengthened each day this week while the US 10 year Treasuries saw strong selling as 

Jay Powell spoke on Wednesday afternoon. Ten year Yields shot up Wednesday as well. 

Both the strongest and weakest Sectors so far this year continue as leaders this week. 

As we look at the charts, take note where support was found this week.  These levels of support are 

key levels that could be retested in the near future.  If price again respects that support, or breaks 

below it, either will give us a key clue as to who has greater convictions, sellers or dip buyers. 

Let’s look at the charts. 



 

S&P 500 weekly chart as of Jan 28, 2022 – Last week broke below the 15—month Support Trend Line 

(Orange line) and the 20 week SMA. This week we saw the S&P break below its 50 week SMA and 

bounce from $4222 area where support was found this week. 

 

S&P 500 daily chart as of Jan 28, 2022 – Here we see the very wide (194 pts) range day on Monday 

below the 200 day SMA and dipping below the Oct. lows (Grey line) before bouncing and closing back 

above the prior day’s close. Note the entire week remained mostly below the 200 day SMA Resistance. 

Note that every day this week we saw a daily True Range from 119 to 194 points while 84 points is the 



current 20 day Average True Range indicating a ‘Volatile’ market context. The S&P ended the week up 

+0.77%. 

 

 

S&P 500 15 min. chart as of Jan 28, 2022 – Here we can see the strong selling the last two days of last 

week that continued lower on Monday of this week. We have drawn a pair of parallel lines (Purple 

lines) that define the range of Monday’s opening Gap. We saw four opening gaps this week, two down 

(Monday and Tuesday) and two up (Wednesday and Thursday) with most of these gaps overlapping with 

Monday’s gap and with a lot of this week’s price action existing in this same range. The S&P mostly 

remained within a range between 4300 and 4440 that contained most of the price action the last 4 days 

of this week as this index was in a Consolidation pattern with high volatility. 

 

 



 

DJIA weekly chart as of Jan 28, 2022 – The Dow Jones Industrials broke below its 21-month Support 

Trend Line (Orange line) last week and continued lower this week with a large bounce to end the wee a 

little higher than where it ended last week. 

 

DJIA daily chart as of Jan 28, 2022 – We saw the Dow break below its 21-month Trend Line and its 200 

day SMA last week. This week continued lower on Monday to briefly break below its Sept. 2021 lows 

before bouncing to close a just little higher on Monday. The next four days saw mostly a consolidation 

pattern with Wide range (Volatile) days, ending the week up +1.34% but still below all 3 key SMAs. 



 

NASDAQ weekly chart as of Jan 28, 2022 – The Nasdaq broke below its 21-month Support Trend line the 

first week of 2022 and crossed below its 50 week SMA last week. This week saw lower lows and lower 

highs with nearly a flat close compared to last week. 

 

NASDAQ daily chart as of Jan 28, 2022 – We saw the Nasdaq break below its 200 day SMA and its Oct. 

2021 lows last week. This week we saw a very wide range day Monday with support found mid day near 

$13,094 before bouncing and recovering all of its gap and decline that day. The next 4 days saw a 

trendless market as daily swings remained volatile with daily True Ranges from 440 to 610 points, well 



above the 20 day Average True Range of 366 points. The Nasdaq ended the week nearly flat, up just 

+0.01%. 

 

 

NASDAQ 15 min. chart as of Jan 28, 2022 – Like the S&P, the Nasdaq also repeated gaps nearly in the 

same range as was Monday’s opening gap on four days this week. The highs this week were briefly seen 

when the FOMC released its meeting notes on Wednesday, and a half hour later as Jay Powell began to 

speak we saw a strong decline the next hour. Thursday gapped higher just to turn around and sell off 

the rest of the day. Friday saw a brief (and volatile) morning rally and a late afternoon rally to end the 

week near where it closed the prior week and at the top of Monday’s gap range. 

 

 



 

Russell 2000 weekly chart as of Jan 28, 2022 – The Russell saw a large decline last week that continued 

this week with bother lower lows and lower highs and a smaller range week. 

 

Russell 2000 daily chart as of Jan 28, 2022 – The Russell continued lower this week with lower highs 

each day and nearly lower lows seen each day after Monday’s very wide range day. Friday’s bounce saw 

a higher close for the day but was still in the context of both lower lows and lower highs that day, 

ending the week down -0.98%. 

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



 

McClellan Summation Index weekly chart as of Jan 28, 2022 – Last week was saw a strong decline and 

this week an even stronger decline to -549.36. 

 

 

McClellan Summation Index daily chart as of Jan 28, 2022 – Here we see at least 10 trading days of a 

strong decline to lower lows for over 20 months. 

 

 



 

NYSE Percent above 200 day SMA daily chart as of Jan 28, 2022 – Last week we saw a sharp decline to 

36.29%. This week the decline continued to nearly 31% before bouncing on Friday to 34.67%. 

 

 

NYSE Percent above 50 day SMA daily chart as of Jan 28, 2022 – Last week we saw a sharp decline to 

26.62%.  This week saw a dip to below 24% followed by a bounce on Friday to end this week at 26.67%. 

 

 



 

VIX daily chart as of Jan 28, 2022 – The VIX spiked on Monday to over 38.9 before pulling back the last 

half of Monday to 29.9. Monday saw the highest VIX since Oct. 2020. The next four days saw lower highs 

as volatility remained elevated above 29 for most of this week, closing a little lower at 27.6 on Friday. 

 

VVIX daily chart as of Jan 28, 2022 – The VVIX also spiked on Monday then drifted lower the rest of this 

week from a high of 172.8 back down to end the week at 132.4. 

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



 

Oil daily chart as of Jan 28, 2022 – Oil saw a small pull back last week and resumed its rally after a 

wider range day on Monday, with higher highs and higher lows each of the last 4 days of this week. 

 

 

Gold weekly chart as of Jan 28, 2022 – We are looking at a Weekly chart of Gold to help see its current 

‘Resistance’ Trend Line (Yellow line) drawn between the Highs in mid 2020 and the highs in Nov. 2021. 

This Resistance was tested this week. 



 

Gold daily chart as of Jan 28, 2022 – In the above Daily chart you can see Gold prices find Resistance on 

Tuesday and Wednesday this week near this 18-month Resistance Trend Line before breaking down the 

2nd half of this week, crossing and closing below all 3 of its key SMAs.  

 

 

US Dollar Index daily chart as of Jan 28, 2022 – The US Dollar grew stronger each day this week as it 

delivered new 18-month Highs. 



 

US 10 year Treasury daily chart as of Jan 28, 2022 – The 10 year Treasury paused this week near where 

it closed on last Friday, then it fell sharply on Wednesday as Jay Powell began to speak and sellers 

dumped Treasuries. The bounce on Thursday and Friday recovered most but not all of this week’s 

declines. 

 

US 10 year Yield daily chart as of Jan 28, 2022 – As in inverse to the Treasuries, the Yield rates dipped 

Monday, rose a little Tuesday then shot higher Wednesday as Powell spoke. Thursday saw an inside day 

and decline that we nearly repeated on Friday.  



 

US Yield rates daily table as of Jan 28, 2022 –  Here we see a small dip in the longer term Yields on 

Monday that recovered the next two days before drifting a little lower late this week. Overall we saw 

very little change in the Yield curve this week. 

 

 



 

FOMC Balance Sheet weekly chart as of Jan 26, 2022 – The Fed increased its Balance Sheet last week to 

a new record high of $8.867834 Trillion. This week we saw a small decline of $7.349 Billion to a new 

total assets of $8.860485 Trillion. Overall, I have yet to see a change in the Trend of this Balance Sheet 

over the past 17 to 18 months, no ‘Tapering’ yet. 

 

Next we will look at a few key Sectors. 

 

 



 

Dow Jones Transportation Index daily chart as of Jan 28, 2022 – The Transportation Index continued its 

decline this week below its 21-month Trend Line and its 200 day SMA, down -1.30% for this week.  

 

 

XLE daily chart as of Jan 28, 2022 – The Energy sector saw a small decline last week and resumed its 

rally this week, peaking on Thursday with a small pull back on Friday to end the week up +5.09%.  

 



 

XLF daily chart as of Jan 28, 2022 – The Financial sector continued lower on Monday then found support 

below $37 and bounced to end the day up and back above its 200 day SMA. Tuesday and Wednesday 

drifted a little higher to find Resistance Thursday at its 50 day SMA before it then pulled back to its 200 

day SMA support. Friday saw a bounce and higher close on a day that also delivered both lower lows 

and lower highs. XLF ended the week up +1.36%. 

 

QQQ daily chart as of Jan 28, 2022 – The QQQ saw a very wide range day Monday with support found 

near $334 before bouncing and recovering all of Monday’s losses. The rest of the week saw wide moves 

in a horizontal range to end the week up only 0.03%. 



 

SOXX daily chart as of Jan 28, 2022 – The Semiconductor sector saw a very wide range day on Monday 

that found support near $447 before bouncing to close that day up a little. Tuesday saw a narrow range 

‘Inside’ day below its 200 day SMA. Wednesday saw a higher high and higher low but still closed the day 

below its 200 day SMA. Thursday saw a strong that exceeded Monday’s lows. Friday saw a lower low 

and lower high with a little higher close to end the week down -3.73%. 

 

XLC daily chart as of Jan 28, 2022 – The Communication Services sector was a large drop Monday and 

big bounce to recover all of that day’s losses. The rest of the week was mostly horizontal with wide 

range days in the same range, ending the week up +0.12%. 



 

Weekly Percent Change US Indexes and Sectors table as of Jan 28, 2022 – Here we see the Dow 

Industrials saw a stronger week this week while the Russell fell nearly -1%. 

The Strongest sector this week was again the Energy sector (XLE) with smaller positive performances 

from XLK, XRT and XLF.   The Weakest sector this week was again the Semiconductor sector (SOXX) 

with other laggards including XME, XLI, DJT and XLU. 

The five biggest components within the XLK ETF include: AAPL (24%), MSFT (22%), NVDA (3.7%), V 

(3.5%) and MA (3.1%).    A useful reference on the internet can be found at: 

barchart.com/etfs-funds/quotes/XLK/constituents   

where you can see the current weighting of the key components within an ETF. 

 

 



 

SPY vs. Sectors Percentage change Year to Date chart as of Jan 28, 2022 – This scatter chart makes it 

obvious how the XLE has been the strongest sector so far in 2022 while the SOXX has been the weakest. 

Also note that the SPY and all sectors except the XLE are currently down so far in 2022. 

 

 

Daily Percent Change US Indexes table as of Jan 28, 2022 – Here we can see the major indexes were all 

up at the end of the day on Monday and Friday, while all were down on Tuesday and Thursday. The 

Russell was the strongest on Monday but then became the weakest on both Wednesday and Thursday 

this week. 

Next we will look at a few key Stocks. Several large stocks reported Earnings this week as well. 

 



 

AAPL daily chart as of Jan 28, 2022 – Apple dropped lower on Monday then consolidated the rest of this 

week before reporting Earnings on Thursday after the close. On Friday Apple gapped up and rallied 

back above $170 and its 50 day and 20 day SMAs on huge volume to end the week up +4.88% and back 

above all 3 of its key SMAs. 

 

MSFT daily chart as of Jan 28, 2022 – Microsoft saw a huge drop Monday below its 200 day SMA to find 

support near $276 before bouncing back above its 200 day SMA and closing the day a few cents above 

its prior day’s close. Tuesday saw a narrow ‘Inside’ day before reporting Earnings after the close. 

Wednesday MSFT gapped up at the open near $308 which was also a target that the prior day’s Options 

prices had suggested. MSFT sold off during Wednesday to fill most of its gap and tested its 200 day SMA 

as Support. Thursday saw a narrower ‘Inside’ day. Friday was another test of the 200 day SMA Support 

and a rally to end the week near that same $308 target, up +4.13% for the week. 



 

GOOGL daily chart as of Jan 28, 2022 – Alphabet saw a huger range day Monday and sell off to $2,490 

before bouncing and recovering all of that day’s decline before the close. Tuesday saw a smaller 

‘Inside’ day that closed down at $2,538.7.  Wednesday saw a failed rally that could not reach its 200 

day SMA. Thursday saw another ‘Inside’ day. Friday saw a bullish engulfing day that nearly reached its 

200 day SMA, ending the week up +2.30%. Alphabet reports Earnings next week on Feb. 1st after the 

close. 

 

 

AMZN daily chart as of Jan 28, 2022 – Amazon continued to drop Monday to find support near $2,707 

before bouncing to recover all of the day’s decline plus some.  Tuesday saw a smaller ‘Inside’ day as 

the rest of the week remained within a zone from $2,760 to $2,900, ending the week up +0.94%. 

Amazon reports Earnings next week on Feb. 3rd after the close. 



 

TSLA daily chart as of Jan 28, 2022 – Tesla saw a large drop on Monday with a bounce that recovered 

most of its decline that day. Tuesday saw a smaller range day with both a higher high and higher low. 

Wednesday saw another smaller range day with both a higher high and a higher low before reporting 

Earnings after the close. Thursday saw a wide range day of selling on strong volume after Earnings that 

nearly reached its 200 day SMA. Friday saw bother lower lows and a lower high as TSLA briefly broke 

below its 200 day SMA before bouncing to end the week near $846 and down -10.33% for the week. 

 

FB daily chart as of Jan 28, 2022 – Meta saw a large gap down and drop Monday to find support near 

$289 before bouncing and recovering all of the day’s losses plus closing higher than the prior day’s 

close. Tuesday saw a narrow ‘Inside’ day.  Wednesday saw another wide range day but with a lower 

close near $294.6.  Thursday saw a narrow ‘Inside’ day. Friday saw a wider range day that closed back 

above $301, down -0.48% for the week. We see some consolidation this week within a bearish trend. 

Meta reports Earnings next week on Feb. 2nd after the close.  



 

NVDA daily chart as of Jan 28, 2022 – Nvidia saw a very wide range day Monday that broke below its 200 

day SMA before bouncing and recovering all of its losses that day. Tuesday saw a narrow ‘Inside’ day 

just above its 200 day SMA. Wednesday saw a higher high and higher low but it could not close above 

Monday’s close. Thursday saw a wider range day that closed below its 200 day SMA. Friday saw a lower 

low and lower high but a higher close back above its 200 day SMA, ending the week down -2.28%. 

 

 

JPM daily chart as of Jan 28, 2022 – JP Morgan saw a large drop Monday and a bounce that fully 

recovered the day’s losses. Tuesday saw a higher high, higher low and higher close as was also seen on 

Wednesday. Thursday saw a lower high, lower low and a lower close. Friday saw lower lows and lower 

highs but a slightly higher close to end the week up +1.05%. 



 

V daily chart as of Jan 28, 2022 – Visa saw a large gap down on Monday and bounce from the $195.6 

area that recovered the day’s drop but not the opening gap. The next 3 days saw higher highs and 

higher lows as V tested Resistance at its 50 day SMA on Wednesday and Thursday before reporting 

Earnings after the close on Thursday. Friday saw a large gap up above its 50 day and 20 day SMA and a 

rally to end the day near $228, up +10.72% for the week. 

 

CAT daily chart as of Jan 28, 2022 – Caterpillar saw wide range days on Monday and Tuesday that 

straddled both the 50 day and 200 day SMAs. Wednesday saw both a higher high and higher lows that 

tested its 20 day SMA Resistance. Thursday saw another test of the 20 day SMA Resistance before 

closing lower below its 200 day SMA. CAT reported Earnings on Friday before the open and gapped 

down at Friday’s open and sold down to the $196.8 Support before bouncing and closing the day at 

$201.16, down -6.04% for the week. Last week’s decline paused this week before resuming on Friday. 



 

COST daily chart as of Jan 28, 2022 – Costco saw a decline the past two weeks and paused this week 

after testing $469 area Support (Yellow line) and bouncing higher on Monday. The rest of this week was 

mostly ‘Inside’ Monday’s range, with higher closes most days after Tuesday’s close near $477. COST 

ended the week up +2.25%. 

 

 

SLB daily chart as of Jan 28, 2022 – As Oil prices resumed their rally this week, so did Schlumberger. 

We saw a strong rally after the small dip early on Monday that continued to higher highs each day but 

on Friday. Thursday saw higher highs but a lower close to form a Bearish Engulfing day. Friday 

recovered most of Thursday’s losses to end the week up +9.13%.   



 

HAL daily chart as of Jan 28, 2022 – Halliburton dipped briefly on Monday nearly testing its 20 day SMA 

before bouncing and resuming its strong rally. Tuesday saw even stronger range and Volume. 

Wednesday and Thursday saw higher highs with smaller range days and lower closes than opens. Friday 

saw the highest close of the week, ending the week up +13.87%. 

The Energy sector continues its Leadership as we saw reflected this week in SLB and HAL.  

 

The Top-Down market analysis we do each week and share with this ‘Market Observations’ publication 

is one way to help use your time in a productive way.  This is based upon the belief that staying aware 

of the overall market trends, as well as what sectors are showing strength or weakness, improves our 

odds by finding key stocks within trending sectors that may provide us with higher odds opportunities. 

With practice each day, this process can become a quick and effective way to reduce your time 

searching for high odds opportunities. By focusing on the strongest stocks in the strongest sectors (or 

the weakest stocks in the weakest sectors) helps one to spend more time on a few key charts that may 

represent higher probability trade opportunities. 

We hope you find this useful. 

Trade Smart, 

CJ 

 


