
New Tariffs Torpedo Global Markets

Investors woke up Monday morning to a sea of red. On Friday, after the markets had closed for the
weekend, President Trump announced a new series of tariffs levied against Mexico, Canada, and
China. Moreover, he threatened that those tariffs could increase and that new tariffs would be
announced for the Euro-region. Cryptocurrencies, technology, and the currency markets took the
brunt of the initial selling reaction. For our latest thoughts on the tariffs, please check out Monday?s
Real Investment Advice Show- Tariff Trouble.

The dollar index soared by $1.50, while the Canadian dollar, Euro, Peso, and Yen fell by similar
amounts. In 2018, when Trump tariffs 1.0 were announced, the dollar index rose by nearly 10%
throughout the year. Since early October, when the odds of Trump winning the presidency rose,
the dollar index is up about 10%.

Cryptocurrencies fared the worst. While some may think an alternative currency might do well in
such an environment, the fact of the matter is that cryptocurrencies are trading much more with a
speculative bias. Of note on Sunday night was Ethereum. As we share below, it fell by over 25%.
Furthermore, its price has been cut in half since early December. Bitcoin fared better but opened
down 10% Monday morning.

The S&P 500 and Nasdaq fell over 2% on the news. Selling was widespread across all sectors, but
the tech sector took the brunt of the hit. NVDA, which has been under pressure, opened about 5%
lower. Bonds and oil were among the few assets that benefited from the tariffs. The long end of the
Treasury curve fell about 5bps in yield, while shorter maturities rose slightly.

https://www.youtube.com/watch?v=NbITdlcUswI&t=5s
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Market Trading Update

The good news about recent volatility in the market is that it has reversed much of the previously
aggressive overbought conditions. Furthermore, the selloff in some market sectors was very
aggressive, setting up a reversal trade in the weeks ahead. For example, one piece of analysis we
discuss each week in the #BullBearReport is the relative performance of the major market
sectors. (We track this data in real-time for investors at SimpleVisor.com)

Technology is currently the most oversold sector after being one of the most overbought just four
weeks ago. That selloff has pushed many companies in that sector into more deeply oversold
conditions. Conversely, Communication remains extremely overbought, potentially setting up a
market rotation in the weeks ahead as investors look to ?buy the dip? in Technology.

As noted, the companies related to ?artificial intelligence? are among the most oversold in the
sector?s top 10 holdings. While there is no guarantee that the market will start pricing in more
optimistic views, historically, it is a decent bet that money will find its way into more hated areas of
the market as ?weak hands get wrung out.?

https://realinvestmentadvice.com/resources/blog/bull-bear-report/
http://www.simplevisor.com/home
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Conclusion

From a short-term technical view, despite headlines about ?Deepseek? or ?Tariffs,? the market
holds support at important levels. Furthermore, money flows remain positive while the market
continues a lengthy consolidation process. As shown, the market has remained range-bound for
the last two months, which has worked off some of the overbought conditions. The bullish trend
remains firmly intact, and despite media headlines to the contrary, there is no evidence of a bearish
breakdown currently.
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That does not mean that things won?t change in the future. However, using media headlines to
make portfolio decisions has repeatedly turned out poorly. If the recent market volatility is weighing
on you, and you ?feel? you must ?do something,? take very small steps.

1. Tighten up stop-loss levels&#2013266080;to current support levels for each position.
2. Hedge portfolios&#2013266080;against major market declines.
3. Take profits&#2013266080;in positions that have been big winners
4. Sell laggards&#2013266080;and losers
5. Raise cash&#2013266080;and rebalance portfolios to target weightings.

As we saw on Monday, taking small steps to reduce portfolio risk now can help you weather sharp
market events. Remembering that portfolio management is not an&#2013266080;?all or
none?&#2013266080;process is crucial. It is about positioning yourself to minimize emotional
decisions so you can find the ?opportunity that exists in crisis.?
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ISM Manufacturing Is Expanding Finally!

The ISM Manufacturing survey rose above 50 for the first time in two years, signaling economic
expansion for the manufacturing sector. New orders, a good indicator of future activity, rose from
52.1 to 55.1. Prices paid and employment were also higher. The question worth asking is whether
the manufacturing expansion is genuine or the result of pushing orders forward to avoid probable
tariffs.

The other consideration is that the economy did just fine over the last two years despite the sector
being in a recession. ISM services account for nearly 80% of economic activity. Therefore, its
release on Wednesday will be critical for forecasting economic growth.

Technology and Communications Rotate In Opposite Directions
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The SimpleVisor relative and absolute analysis, as shown below, uses many technical indicators to
assign whether each sector or stock factor is overbought or oversold. Some of these technical
indicators are short-term, and others are medium-term. Thus, recent volatility will have a bigger
impact on the shorter ones. The point is that the relative and absolute scores may be volatile as the
markets rotate between sectors frequently.

The technology sector is now the most oversold, while communications is the most overbought.
Both sectors are significantly impacted by a few large contributors, as shown in the second set of
graphics. For instance, Microsoft and Nvidia weigh on technology, while Meta and Google are
outperforming.

http://www.simplevisor.com
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Tweet of the Day

?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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