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Roadblocks to Re-entering the Market

For a second week in a row, markets continued to 
move solidly higher.  For the week, the SPX gained 
2.92%, tacking on to last week’s 4.59% gains.  The 
NDX rose 3.45%, adding to the prior week’s 6.43% 
gains to net a 10% move over the past two weeks.  
The IWM Small Caps also found buyers with a 3.28% 
move to add to the prior week’s 4.10% gains.

The Industrials Sector outpaced the Technology 
Sector with the XLI up 4.32%  versus the XLK’s 3.90% 
rise.  Other sectors outperforming the Benchmark 
SPX last week included Financials, Real Estate, and 
Communications.  

Intermediate-term traders face several key roadblocks as market corrections 
establish bottoms and turn higher. Let me break these down for you.

The most significant challenge is identifying the actual bottom versus a false 
floor. Market bottoms rarely announce themselves clearly—they’re only 
confirmed in hindsight, so we advise a cautious approach to re-entering 
the market.
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Hesitation paralysis - Many traders freeze after being burned in the downturn, 
missing the early stages of recovery, where gains are often most substantial 

Recency bias - The pain of recent losses makes traders overly cautious precisely 
when opportunity emerges 

Confirmation seeking - Waiting for “confirmation” often means missing 15-20% of the
initial move up

Sector rotation confusion- Leadership often changes during corrections; yesterday’s 
winners rarely lead the new advance 

False breakouts - Early recovery attempts frequently fail, shaking out traders before 
the genuine move higher

Volume interpretation - Bottoms often form on declining volume, making traditional 
confirmation signals unreliable

Challenge

Position
Sizing

Premature
profit-taking

Chasing
laggards

Selling too early in 
recovery

Buying famillar
names vs. new 
leaders

New bull markets 
typically features 
new leadership

The first 25% up is 
often the easiest 
to capture

Fear leads to 
undersized
positions

The market rewards
courage, but punishes 
recklessness

Description WarrenAI’s Take
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 Psychological Challenges

Technical Challenges

 Practical Strategy Issues
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Economic Calendar 

Navigating the Turn
Looking at our current context, several healthcare stocks are showing significant weakness:

Down 18.9% over the past month with an RSI of 28.89

Shows the steepest drop at 27.9% monthly with an RSI of 26.16

Has declined 19.3% monthly with an RSI of 25.35

These oversold conditions (RSIs below 30) could present opportunities, but remember: stocks can remain 
oversold longer than traders can remain patient. 

The healthiest approach is to develop a systematic method for identifying new leadership as it emerges, rather 
than trying to catch falling knives or betting on familiar names from the previous cycle.

This week’s main point of interest is the Federal Reserve’s interest rate decision on Wednesday. The market will 
be paying close attention to any revisions in the Fed’s economic perspective and the exact language in their 
statement, regardless of whether interest rates are reduced or held steady

UnitedHealth Group [NYSE:UNH]

Bristol-Myers Squibb [NYSE:BMY]

Apellis Pharmaceuticals [NASDAQGS:APLS]
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Earnings Calendar
Earnings Season continues.  Here’s the list of companies that I will be keeping an eye on:

After the Close on Monday:  PLTR

Before the Open on Tuesday:  RACE, MAR

After the Close on Tuesday:  SMCI, AMD, WYNN

Before the Open on Wednesday:  UBER, DIS, VST

After the Close on Wednesday:   APP, CVNA, ARM

Before the Open on Thursday:  SHOP

Source:  https://earningswhispers.com/calendar
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Sector Rotation

We are currently observing a significant sector rotation unfolding. While sector rotation is a constant market 
dynamic, the Value sectors (Staples, Utilities, Healthcare, Real Estate, and Energy) that have been leading 
on the weekly timeframe are now exhibiting downward vectors, indicating a rapid deceleration in their Relative 
Momentum. This suggests a likely future rotation towards the southwest, characterized by declines in both 
Relative Momentum and Relative Strength, although this remains a projected outcome based on typical 
rotational patterns.

Conversely, the lagging Technology and Discretionary sectors are beginning to show increasing Relative 
Momentum. Although their relative strength continues to decrease, the rate of this decline has moderated. 
This suggests a potential eventual shift back towards the northeast may be coming soon, where rising Relative 
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Monthly and Weekly RRG for the selected stocks with Earnings Reports this 
week

PLTR

Significant outperformance on both Weekly and Monthly RRG, with a recent new hook reversal forming on the 
Weekly
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MAR

RACE

Close to the origin in the Monthly RRG means MAR behaves similarly to the benchmark SPX.  Currently Lagging 
in the Weekly RRG, there is a hook reversal forming, starting to show a rise in Relative Momentum

In the Leading Quadrant on the Weekly, Relative Momentum has begun declining
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SMCI

AMD

A hook reversal in the Monthly is contrasted by a rapid reversal on the Weekly, indicating to me that SMCI may 
continue to remain underperforming until we see that Weekly make another reversal back to the upside.

Lagging on the Monthly but rising into the Improving Quadrant on the Weekly, though Relative Strength is 
currently well below the benchmark SPX, AMD is making progress gaining Relative Strength and Relative 
Momentum simultaneously in this northeast heading.
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WYNN

UBER

Seen in the Improving Quadrant on both the Monthly and the Weekly RRG, slight underperformance is evident 
from the Relative Strength position, but some improvement is noted

Rising Relative Momentum in the Monthly RRG and holding in the Leading Quadrant on the Weekly, some 
Relative Momentum loss is evident, but Relative Strength does continue to increase.
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DIS

VST

Rising in the Improving Quadrant on the Monthly but losing Relative Strength on the Weekly gives confusing 
signals

With a high Relative Strength in the Monthly RRG, Relative Momentum there has seen a decline, but the hook 
reversal in the Weekly from the Lagging Quadrant shows promise that VST will continue to outperform the 
benchmark SPX in the near term.
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APP

CVNA

Has a high Relative Strength in the Monthly RRG, but is seen with rapidly decreasing Relative Momentum there.  
A push west into the Lagging Quadrant on the Weekly, we’ll be looking for an upturn to signal a return to rising 
Relative Momentum.

Though declining into the Weakening Quadrant on the Monthly RRG, CVNA has held a very high Relative Strength 
condition.  In the Weekly RRG, a hook reversal is clearly evident, showing a return to both rising Relative 
 Momentum and rising Relative Strength.
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ARM

SHOP

Losing both Relative Strength and Relative Momentum in the Monthly, ARM is showing a hook reversal in the 
Weekly, which should continue to slow the decline seen in the Monthly RRG and possibly form a new hook rever-
sal in that longer-term signal.

Has been seen rising into the Leading Quadrant on the Monthly RRG; however, it has been losing Relative Strength 
on the Weekly and has recently pushed into the Lagging Quadrant.  Keep monitoring for the formation of a hook 
reversal in the Weekly, which would be a positive for SHOP.
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Terry Long
Research Director, TradingAnalysis.com

Disclaimer: This analysis is for informational purposes only and not investment advice. Past performance does 
not guarantee future results. Please conduct your own research before making any investment decisions.


