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TENSION IN THE AIR          OCTOBER 2, 2020  

MARKET COMMENTARY 

I was excited to see the indexes rally this week as my charts were leaning that way last week. I was disappointed in the Nasdaq 100 

rally failing all day Friday while other areas of the market pushed up. Utilities, REITS, financials and even energy started to rally. 

Crude oil is down hard, but the oil co’s rallied on Friday? The only sector to end the week in the red was energy - the un-love 

continues. We have young solar companies with bigger market caps than XOM. Suncor is near the COVID lows with crude $30 higher. 

The market flinched a little on news of COVID in the oval office. The same 

response happened in Britian with Boris. We’ll see if it continues. Best wishes to 

the President’s family to get through the illness quickly.  

With the election only 30 days away, October is earnings season and that seems to 

be where the focus is next. The financials charts can’t get any tighter as the KBE is 

tucked up against the downsloping trend line. Be prepared for earnings from JPM, 

BAC on the 13th. WFC, C, USB on the 14th.  Can they start to rally into the reports 

this week? Utilities and REIT’s also had big moves on Friday. I’ll be watching to see 

if this is a rotation towards the defensives. 

Regarding breadth, we finally had some nice correlations. Stocks up easily 

outpaced the stocks down. The S&P 1500 advance/decline percentage broke the 

down trend, Bullish Percent data bounced as expected, McClellan Oscillators turned up into positive territory and my strength 

indicators bounced nicely, signalling the strong potential that the bottom is in. 

While Oil struggled (down another 8%), gasoline, heating oil and Natural Gas also dropped. Gold and Silver rallied, but the miners 

lagged the metal performance, which is a cautionary condition for me. In currencies, the US dollar pulled back 0.8%.   

Summary: The tech names are consolidating and look ready to run. Friday’s large cap tech pause was odd. I am looking for financials 

to rally into the earnings cycle. Lots of action in the renewables space. Sign up for the EV newsletter on the website.  

Let’s jump into the charts. 

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

@SSIH – SOME MORE WEAKNESS 

The Schnell Strength Index held up to close the week at 26%. It seems like the 20% sell off in tech is building a base. If we can get a 

strong week coming up, this would be very helpful. 

I post a preliminary SSIH reading in daily setups from Thursdays close/Friday’s open on Thursday night or Friday morning. It doesn’t 

bounce a lot, but weekend closes matter. This will allow you to position before weekends. Watch the daily setups this week for 

more updates.  

 

http://www.gregschnell.com/
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SSIH, MY FASTER AND FASTEST INDICATORS 

The chart shows the 

SSIH in the top panel 

but the faster 

indicators on the lower 

panels are already 

turning up. For the big 

trend the SSIH is 

definitely the way to 

go. Both of the lower 

indicators are already 

turning higher, with the 

intermediate indicator 

back above 25%. That’s 

a pretty big move 

suggesting the rally will 

continue.  

 

 

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

S&P 1500 BREADTH 

Notice the advance/decline line in the lower panel. It broke the down trend line cleanly this week, which is a positive. I would like 

to see it move above the mid-September high. The middle panel is a two-week moving average. It had been working its way lower. 

The 25 level is typically the level that an average correction stalled out at on the downside move. This looks like the low is in.  

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$SUPADP&p=D&yr=1&mn=6&dy=0&id=p82546316856&a=821254227&listNum=243
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BULLISH PERCENT INDEX 

The Bullish Percent Index keeps track of what percentage of stocks in a group are on a buy signal. Going back almost 20 years, this is 

typically the bounce level (40). We bounced nicely off the level as you can see in the zoom panel. I would also add, there is a 

significant tension surrounding the election. What do markets typically do in the face of fear? Rally. 

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$BPSPX&p=W&st=2001-09-27&id=p99457752397&a=821254241&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

$SPX – ONE MONTH  

The $SPX has a nice base forming. A big pop next week (potentially on the back of the President getting out of hospital?) would 

definitely break the downtrend. This is a pretty important inflection point on the 1-month and 2020 view (Next chart). We don’t 

want to see the market stall here. A little tension is generated with Friday’s weak technology close.  

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$SPX&p=D&yr=0&mn=0&dy=21&id=p25431790450&a=821254248&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

$SPX – 2020 VIEW 

The 2020 picture of the market is more concerning.  The main concern is the February resistance level is in play.  Hindsight is 20/20 

in 2020! The bull market was stopped at this level in February by COVID and now it infected the Whitehouse at the same level. 

October is typically a choppy month in election years. However, the last few years have seen good rallies start in October. What will 

it be? 

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$SPX&p=D&st=2020-01-02&id=p91778599814&a=821254249&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

$NDX -YEAR TO DATE  

From the technical perspective, this $NDX setup is potentially a typical setup for how markets top. You have a soaring run, a climax 

high and then trouble building the momentum back into the next rally. If we look at Thursday’s high, it did break above the 

September resistance line we see on the $SPX. That’s good, but then the President’s COVID news hit. Markets don’t go straight up, 

and we still have an incredible amount of support for this market from both fiscal and monetary policy. But the PPO is sitting right 

around zero. 

If I have one 

concern, it is 

the valuation 

levels of the 

big names 

like Microsoft 

and Apple. 

While they 

are still 

growing 

earnings, the 

world is 

huddled in 

those names 

for safety 

and paying 

dearly to own 

low % 

growth.  

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$NDX&p=D&st=2020-01-02&id=p17029462549&a=821254254&listNum=243
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EEM – EMERGING MARKETS 

Even though the US Dollar was relatively flat this week, the emerging markets ETF had a nice thrust higher (2.4%) and is back trying 

to test the breakout level. Another solid week would have us near the prior highs and we are 5% from new 52-week highs. Emerging 

markets are closely linked to commodities. Are the 12-week back and forth moves in this chart building energy for a big breakout? 

The world does not have to be better than it was in early 2020, it just has to be growing from here. 

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=EEM&p=W&yr=5&mn=0&dy=0&id=p38718108391&a=821254265&listNum=243
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MONTHLY CONFERENCE CALL 

I cover the monthly charts on the monthly conference call. I also cover the foreign markets. The link for the video is below. The real 

concern is how weak the European markets are. Germany has not broken above the February highs. France has not broken above the 

June highs. The UK continues to make lower lows for months. Spain is also weak.  Here is the link. October Conference Call. 

 

http://www.gregschnell.com/
https://youtu.be/oaCrnO91Mjk
https://youtu.be/oaCrnO91Mjk
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TENSION IN THE AIR          OCTOBER 2, 2020  

XLU – UTILITIES HAD A BIG WEEK 

The Utilities have been pushing up for 6 days now. Is this a rotation into defensive or is this a move to power generation for the 

electric car movement? Friday’s surge was meaningful, and we’ll need to watch for the big breakout above the previous highs from 

after the COVID drop. 

 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=XLU&p=D&yr=0&mn=6&dy=10&id=p53859546890&a=821254416&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

$GOLD 

Gold is trying to get a rally started. Gold topped out 2-months ago and has been leaking lower ever since. Gold continues to make 

lower highs in relative strength compared to the $SPX. The positive news is the PPO is trying to turn up around zero. If gold is going 

to rally, now would be a good time to expect it. The miners are not leading gold higher, so I am a little pessimistic on the odds that 

this all works out higher.  

 

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

KBE – BANK ETF 

The KBE bank ETF had a big week. The 6.8% surge was very impressive. With the big bank earnings coming out the 13th and 14th of 

October, are these names starting to rally into the earnings report? The down trend line is being tested. A breakout here could fuel 

significantly more optimism. We don’t have a Fed meeting until month-end, days before the election. Last week was a break of 

support, then this week, the price action took out the high of the previous week. Downside fake-out or a back-test of the $30 level? 

If it fails to get through, that would add more bearish pressure. Definitely some tension here. 

 
 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=KBE&p=W&yr=4&mn=0&dy=0&id=p95751031932&a=821254325&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

THE MOVE TO ELECTRIC VIDEO 

 
The Move to Electric video. Register here for the EV newsletter! Clients of gregschnell.com will receive the subscription EV content free.  

http://www.gregschnell.com/
https://youtu.be/sHh8uH-Xa_Q
https://www.gregschnell.com/category/ev-newsletter/
https://youtu.be/sHh8uH-Xa_Q
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TENSION IN THE AIR          OCTOBER 2, 2020  

$WTIC 

Crude Oil had a massive week dropping to test support around $36. Crude oil traded down big on Tuesday, Thursday and Friday. 

However, oil exploration stocks closed higher on Friday, which is perplexing. Are the buyers expecting this level to hold for crude oil 

and were buying names near support? The move down Friday show the PPO going back below its signal line and rolling over below 

zero. Technically, for me, that is problematic. Also, weak oil is usually a pretty important signal. Will OPEC step in? 

 
 

http://www.gregschnell.com/
https://stockcharts.com/h-sc/ui?s=$WTIC&p=D&st=2020-04-21&id=p01669656558&a=821254358&listNum=243
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TENSION IN THE AIR          OCTOBER 2, 2020  

$WTIC – CRUDE OIL WEEKLY 

The chart above shows the daily PPO rolling over below zero. The chart below shows the weekly PPO rolling over at zero which is 

very precarious. As a technician, this is a worrisome development. Price is near support. I don’t believe we are going anywhere near 

the COVID lows, but any further weakness here is really going to jam the industry. The oil majors are already getting crushed. The 

full stochastic breaking below 50 is a very bearish signal on a weekly chart. 

 

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

XOP  

This chart is one of the most bearish you’ll find. The XOP (BLUE) has been dropping since the crude oil top in 2014 near $100. The 

MACD underneath this chart is actually the momentum indicator for the Energy Bullish percent index (BPI) which is not shown 

(invisible but you can see the price labels). I watch for extremes in momentum shown by the MACD. This BPI swings wildly as the 

MACD shows. It recently soared to the top of the range and now has dropped all the way to the bottom of the range. Notice the red 

circles on the date line showing a 3-year cycle. This also corresponds with bearish magazine cover articles related to oil. We need an 

END OF OIL cover 

from the Economist!! 

Notice the MACD 

reading is currently -

9.3%. That is very 

close to the reversal 

level of 10%. If the 

bullish percent 

indexes start to rise, 

this would indicate 

some charts are 

starting to make 

higher highs. XOP is 

dominated by the 

major names and the 

freefall of the majors 

shows this XOP chart 

line as broken. A 

reversal should be 

bullish! 

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

MARKET SUMMARY 

Almost every sector was able to rally this week. Financials were the 3rd best. Utilities had a strong candle as well. I don’t understand 

the Real Estate bar just yet. More investigation required. We continue to watch for some serious broadening out. That needs to 

happen. Discretionary continues to work heading into the 4th quarter here. Semiconductors stayed strong even though technology 

was weaker, so it was only certain industry groups lagging. Canada is on the right-hand side. Odd to see the income trusts and REITS 

lead, but some of that may be the renewable energy trusts. 

  

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

GLOBAL VIEW 

Globally, the world was evenly split. Europe tried to rally after a very poor previous week. The Asian markets closed when there was 

little info on President Trumps COVID condition, so that might have led to lower closes. We’ll see if they can recover.  Lithium 

names like LAC really rallied. Steel is still trying to break the multi-year downward trendline. Precious metals rallied, but their 

miners were slow to join the party. The real negative was the liquid energy space. Still some inventory to get through.  

      

http://www.gregschnell.com/
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TENSION IN THE AIR          OCTOBER 2, 2020  

VIDEO OF THE WEEK   

The Monthly conference call link is here. October link. 

Here is the link to the chart list. Weekly Charts 

Here is a link to this week’s video. Tension In The Air 

 

 Disclaimer: 

 

Greg Schnell is an independent analyst and 

does not invest for clients. Greg Schnell does 

not collaborate to create a positive/negative 

market bias, nor is he paid to promote any 

particular stock or perspective. These charts 

and descriptions are not an instruction to buy 

or sell. You as a reader, are solely responsible 

for every investing decision you make. Greg 

Schnell and any of his companies or 

relationships with other companies, are not 

responsible for trades. The ideas presented 

here are opinion. Trading and investing 

involves risk to you and is solely yours.  

 

Good trading, 

Greg Schnell, CMT, MFTA. 

http://www.gregschnell.com/
https://youtu.be/Mu7ClGtQjsY
https://stockcharts.com/articles/sharedcharts.php?cc=1088015
https://studio.youtube.com/video/oaCrnO91Mjk/edit/basic
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BIOGRAPHY GREG SCHNELL, CMT, MFTA. 

Greg Schnell, CMT, is the chief technical strategist at gregschnell.com specializing in intermarket and commodities analysis. Greg’s 

work has been regular reading on the world-leading StockCharts.com platform for thousands of investors. Hedge funds, RIA’s, 

portfolio managers, technicians and private investors consider the charts Greg displays. Greg Schnell is valued for his timely, in-

depth, unique analysis that generates a valued perspective. Greg has won multiple awards as the Top Independent Analyst of the 

Year in Canada.  

 

 

 

                   

 

 

 

 

 

Based in Calgary, Canada, he is a past board member of the Canadian Society of Technical Analysts (CSTA) and past chairman of the 

CSTA Calgary chapter. As an active member of CMT Association, Greg speaks throughout North America on technical analysis. Greg is 

the co-author of Stock Charts for Dummies. 

 

http://www.gregschnell.com/
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