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Volume Profiles: Eyeing Resistance From
Trapped Longs?

Volume profiling provides unique insight into the profit-and-loss position of recent investors by
identifying price levels at which significant buying and selling have occurred. Areas of high volume
can act as powerful support and resistance levels because they represent prices at which a large
number of investors have established positions and are therefore likely to defend those positions or
exit them if prices return to those levels. Equally important are the low-volume price ranges where
little trading occurred. These areas have the potential to create price gaps, where prices can move
quickly with little friction.

In the graph below, the red line, aka the POC (Point of Control), indicates the price level with the
most volume within the visible price range. The gold and blue colors indicate whether the volume
was up/down (blue for up volume and gold for down volume). The color coding helps better
understand whether the buyer or the seller initiated the transaction. The darker bars represent 30%
of the volume since the April Liberation Day lows.

The current volume profile analysis highlights that many investors are trapped in the market with
losses. We suspect the market will encounter resistance all the way up to new highs as these
investors, who are losing money, seek to exit their trades at no profit or with a slight gain or loss.
Below 630, the volume starts to thin out. This means there are not many buyers willing to add to
their positions to provide support. Said differently, it could be a slippery slope lower if new buyers
are shy.
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Market Trading Update

Yesterday, we discussed the stats for April, which tends to produce better returns over time. The
big question now is whether we are approaching a bottom in the market or if this corrective process
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has further to go. For that, we will turn to both cash flows and market breadth. As shown, the
Money Flow Breadth Ratio (MFBR) is a rules-based market timing indicator that measures the
persistence of institutional buying and selling pressure in the S&P 500. It works by tracking weekly
net dollar money flow, calculated as SPY volume multiplied by the weekly price change, and
counting how many of the last 20 weeks showed positive (buying) flow. That count divided by 20
produces a ratio between 0% and 100%. Readings above 60% signal sustained buying pressure
(BUY), readings below 40% signal sustained selling pressure (SELL), and everything in between is
NEUTRAL. The model goes a step further by incorporating the direction of the MFBR, whether it is
rising or falling, because a 25-year backtest from 2000 to 2025 demonstrated that trajectory
matters as much as level, particularly in transition zones.

MFBR Signal Timeline — Buy / Sell Zones (2000-2026)
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As of the most recent weekly reading, the MFBR stands at 35% and falling, placing it in the
35?40% zone, which is the single worst sub-range within SELL territory. A 25-year backtest
covering 1,351 weekly observations from January 2000 through March 2025 reveals just how
unfavorable this zone has been historically.

Across all 110 weeks in which the MFBR was below 40%, the average forward return was +0.3%
at one month, -0.1% at three months, and +1.8% at six months, well below the all-period
baseline of +0.6%, +1.8%, and +3.7% over those same horizons. Win rates tell an even starker
story: only 53.2% of SELL periods saw positive returns at one month and just 46.8% at six
months, compared to the baseline win rate of 69.5% at six months.



HISTORICAL S&P 500 RETURNS FOLLOWING MFBR READINGS BELOW 40%
Backtest Period: January 2000- March 2025 | Weekly Data | 110 SELL Signal Observations

MFER Zone | N | 1-Month (4 WK) | 3Month (13 K] | &-Month (26 WK) | 3-Month (39 k] | 12:Month (52 WK]

AVERAGE FORWARD RETURN
All Periods (Baseline] 1351 0.6% 18% 3% 58% 79%
MFBR > 60% (BUY) 297 0.1% 0.8% 35% 5% 78%
MFBR < 0% (ALL SELL) 110 03% 0.1% 18% 34% 65%
SELL ZONE BREAKDOWN

MFBR < 25% Deep Oversold] 1 11% 0% 75% 6.1% 13.6%

MFBR 25-30% (Oversold) 7 5.15% 5.0% 78% 75% 16.1%

MFBR 30-35% 2 26% 13% 5.2% 5.7% 11.0%

MFBR 35-40% (Current Zone) 7 11% 1% 03% 20% 36%

WIN RATE (% of periods with psitive return)

All Periods (Baseline) 1351 62.1% 67.0% 69.5% 74.2% 15.7%
MFBR < 40% (ALL SELL) 110 53.2% 54.1% 46.8% 61.5% 66.4%
MFBR < 30% (Oversold) 8 85.7% 100.0% 87.5% 100.0% 100.0%
MFBR 30-35% 2 62.1% b2.1% 65.5% 75.9% 75.9%
MFBR 35-40% (Current Zone) 3 458% 45.8% 34.7% 51.4% 58.6%

BEST / WORST CASE (Following MFBR < 40%)
Best Case 23.3% 37.6% 18.7% 61.8% 66.6%
Worst Case 21.3% 30.3% 339% 33.3% 29.1%

KEY TAKEAWAY: The 35-40% zone (current reading) is the worst sub-range within the SELL territory. Average retums are negative through & months and the
G-month win rate is just 34.7% — meaning the market was lower & months later nearly two-thirds of the time. However, degper oversold readings (MFER < 30%)

have o 100% 12-manth win rate with an average retum of +13.8%, suggesting potience through the washout 1S uitimately rewarged

Drilling into the current 35?40% zone specifically (73 of the 110 SELL observations), the picture
deteriorates further. Average returns were negative at one month (-1.1%), three months (-1.2%),
and six months (-0.3%), only turning marginally positive at nine months (+2.0%) and twelve months
(+3.6%). The six-month win rate was just 34.7%, meaning the market was lower six months later
nearly two out of every three times. Even at twelve months, the win rate was only 58.6%, well
below the 75.7% baseline.

However, the data also reveals a critical distinction within the SELL territory. When the MFBR
dropped below 30%, a true washout (8 observations), the results flipped dramatically: average
returns of +5.1% at one month, +4.9% at three months, +7.8% at six months, and +16.1% at twelve
months, with a 100% win rate at three, nine, and twelve months. The current 35% reading has not
yet reached that contrarian extreme.

The range of outcomes following SELL signals is wide, from a best-case of +66.6% to a worst-case
of -29.1% over 12 months, underscoring why the model recommends maximum defensiveness at
current levels. Until the MFBR stabilizes and clears back above 50% on a sustained basis, the
message is clear: patience over aggression, capital preservation over return-chasing.
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Nike: Good Earnings But Bad Guidance

As we share below, Nike (NKE) had a better-than-expected quarter. However, as shown in the
graph, Nike shares are down 14% and at their lowest levels in over ten years.

e Revenues: $11.28B (est. $11.24B)
e EPS: $0.35 (est. $0.31)
e Gross Margin: 40.2% (est. 39.8%)

A weak forward outlook is the impetus for the sharp decline. Nike?s CFO Matt Friend expects
fourth-quarter sales to decline 2?4%, well below Wall Street?s estimate of a 2.0% increase.
Moreover, he cautioned that a 20% decline is expected in its key market in China. He also
discussed geopolitical uncertainty and higher oil prices as potential headwinds to both input costs
and consumer demand. The weaker-than-expected guidance raises new concerns about
management?s ability to improve the company?s fortunes.

 SimpleVisor wome msghs Mariety Pontolion DIY Besearch Charts Simpie Al Tavet m _ LRoberts
HRE ] II +) Compare 1, Indicaters Templates ¢ P30 Fibonac

F MIKE, Inc, 1D #

1L Fet Var L L n ') Ay p -] L] [ fur) Fet . =
o

Beta: A Powerful But Faulty Tool For Managing Risk

When investors want to reduce risk, one commonly used tool is beta. For instance, an investor may
sell higher-beta stocks and replace them with lower-beta ones to cushion against an expected
market decline. Such a strategy is intuitive and widely used; however, it can be greatly flawed.

We recently received a question from a client about how we use beta to manage our portfolios.
Given recent volatility and declining prices, the timing could not be better to explore both the power
of beta and its important constraints. &#2013266080;
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What is beta? Read More?
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Lance Roberts €8 @LanceRoberts - 4h &)
As we noted on Monday, the oversold conditions of the market and
offside's positioning set the market up for a strong reflex rally. Fade this
rally until the 200-DMA is reclaimed and confirmed. Lot's of trapped longs
overhead.
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?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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