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Tough Earthquake 

MAP VIEW LAST WEEK:  In many aspects of life, imminent doom is foreseen by some via data. The MAP VIEW 

THOUGHTS highlight some cases of this phenomenon. It can happen in markets too. But even if signals are missed, 

tough situations can be opportunities for future thriving. Big Money selling (366 signals) outweighed buying (95 signals). 

The Big Money Index (BMI) kept falling, settling at 29.3%. Server and storage company Super Micro Computer, Inc. 

(SMCI), a top-ranked stock by MAP Score and investor inflows, will make its ninth Top 20 appearance over the past year. 
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MAP VIEW: BIG MONEY INDEX  

  

BIG MONEY INDEX 

The BMI fell again last week, ending at 29.3%, which is just 9.3% above oversold levels. Reaching the oversold mark will 

require another week or more of weak market action. That puts the BMI on track to hit oversold roughly in early April. But 

remember, oversold is MAPsignals’ most bullish signal – forward returns after oversold tend to be solidly positive.  

 

 

 

 

The trend of buying and selling offers extreme zones to pay attention to. The below graph is the S&P 500 Index (SPY 

ETF) with the 25-day moving average of our BMI.  A reading approaching 25% means an oversold market (green) which 

is bullish, while readings approaching 80% and above suggest an overbought market (red) and is bearish.  
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BUYING AND SELLING 

Big Money kept selling last week, though will less force. Small- and mid-cap stocks saw the most selling yet again. Some 

positives can be gleaned though: overall selling lessened from past recent weeks and the buying of smaller stocks by 

market cap indicates future growth is on the mind of Big Money investors.  
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MAP VIEW: SECTORS 

 

 

Source: FactSet, MAPsignals 

Interest rate and bank health fears kept bubbling globally, which dragged on the energy, financials, real estate, and 

utilities sectors. Other sectors felt pain too, as ample selling hit the discretionary, health care, industrials, materials, and 

staples sectors. Technology remained a bright spot.  

 

 

 

 

 

 

 

 

METHODOLOGY:  Here’s a weekly view of buys and sells by sector. Each sector has a specific universe size, so relative 

buying and selling is important. Groups getting bought coming out of an oversold market are notable and could suggest 

a new trend is forming. Groups getting sold coming out of an overbought market could signal near-term downside. 
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MAP VIEW STOCK 
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MAP VIEW STOCK CONTINUED

Action: Buy SMCI up to $113.60 with a suggested trailing stop loss of $17.31 from long initiation point. We like a buy of SMCI at $110.83 

http://www.mapsignals.com/
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MAP VIEW OPTION 
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MAP VIEW OPTION CONTINUED 

 

Action: Sell 1 CROX June 15th 105 Put @ 6.80, Buy 1 CROX June 16th 140 Call @ 5.90 | Crocs Inc. (CROX) remains one of the best growth names 

in the footwear space. Earnings have beaten estimates and shareholders have been rewarded. At a forward PE of 10.2, it’s a good bet. At 

expiration, if CROX is above 140, we gain dollar for dollar in upside like being long 100 shares. If shares are below 105, we lose dollar for dollar 

in downside like being long 100 shares. Below 105, we are required to buy 100 shares at 105, but our put in price is 104.10, 12% lower than 

current levels. If shares settle between 105 - 140, we keep the small premium earned, or $90. 

http://www.mapsignals.com/
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Tough Earthquake 

When the tsunami hit, the animals were long gone. It was Boxing Day 2004. I was in Phuket, Thailand, on a family vacation. 

The birds outside our room window were loud every morning. But that morning, the ground shook. I recognized the feeling 

of an earthquake. But what stood out was how the birds were silent. About an hour or so later, when the tsunami came, 

people went to see the water recede not knowing it was before the powerful waves were about to hit. But the animals 

were long gone. How? 

It turns out, earthquakes can generate electromagnetic waves that are detectable by animals hours or even days before 

the actual event occurs. This phenomenon is known as the “earthquake lights” or “seismic lightning” and is still not fully 

understood by scientists. 

This detection mechanism would be a powerful weapon to have in the quiver of investors. For those in the know, it exists, 

and is every bit as powerful as one would think.  

Th Big Money Index (BMI) is a 25-day average of unusual buying versus selling of stocks. The number is in terms of buys – 

so the latest available reading says 30.9% of all signals over the past 25 days were buys. That number has been dropping 

since Feb. 15. Market timers would have seen the BMI falling from overbought on Feb. 17, signaling outflows of Big Money 

professional investors.  

 

It would be great to know when it will be oversold, as that usually indicates a strong reversion (buy) signal. Well, 

MAPsignals data indicate the 25-day average of buys and sells is 30 buys and 111 sells. If the averages carry forward that 

way, April 5 is the likeliest day the BMI goes oversold.  

http://www.mapsignals.com/
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Whether or not that happens to the day remains to be seen. The intensity of stock selling has waned significantly. As you 

can see, the red bars, while still higher than average, are moving closer to zero: 

 

There is something interesting in the pattern of selling and buying. That is, sector strength is in technology, discretionary, 

and industrials stocks. Weakness is focused on the financials, utilities, and real estate sectors: 

http://www.mapsignals.com/
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This indicates demand for growth sectors and a distaste for rate-sensitive sectors. Financials are seeing obvious weakness 

from the latest banking tumult – bank runs due to a crisis of confidence from depositors (more on that in a moment). For 

now, in terms of selling, notice the resilience of tech and discretionary stocks and the headwinds of financials and real 

estate stocks:  
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As for last week’s market volatility, the Federal Reserve’s interest rate decision came out. Here is my interpretation: 

The market thought if banks failed in a fragile system, that would pause hikes and even pave the way towards rate cuts. 

Goldman Sachs saw a 0% probability of a 0.50% rate hike, a 75% probability of 0.25% jump, and a 25% probability of no 

hike. What we got was a “Goldilocks” 25 basis-point hike. In other words, it was not too hot and not too cold.   

If there was a no hike, the market would have rallied. But that would indicate more toxicity in the banking system. Chair 

Jerome Powell's positive statements were that the banking system is "strong, resilient, and well capitalized." His negative 

statements acknowledged sticky inflation and the Fed's commitment to an inflation target rate of 2%. One hawkish 

comment he made was, "There are costs to getting inflation under control."  

http://www.mapsignals.com/
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Now the estimated terminal rate is 5.1%, with the Fed target range 4.75%-5.00%.  This indicates we are pretty much done 

with the Fed’s hiking, save for perhaps one more hike of 25 basis points. 

Powell supports further bank regulation and supervisory changes to prevent more missteps. He also encourages outside 

independent investigations. This would bring new procedures to strengthen banking reserves to ensure depositor 

liquidity. His main message was that bank depositors should feel confident. A reporter asked if all depositors are now 

insured. Powell seemed annoyed but said the Fed has the tools and willpower to use them when necessary. In essence, 

depositors should feel confident.  

What he wouldn't say is when to expect cuts. 

Markets rallied on his comments. But then they rolled over on Treasury Secretary Janet Yellen’s comments later that day 

saying the Treasury is not looking at insuring all deposits.  

The truth is that inflation is sticky, but interest rate tightening pushed long-end bonds down enough to cause a crisis of 

confidence in liquidity for the failing banks. After reducing the Fed’s balance sheet by nearly $900 billion in nine months, 

the balance sheet swelled by $300 billion in a week due to guaranteeing depositor liquidity.  

President Biden ensured American taxpayers would bear no cost for backstopping deposits that banks failed to 

collateralize. Let's be clear: even if acquired or merged, banks will recoup the value of failing securities in their portfolio 

over the long run. They will also likely increase fees (e.g., overdraft) which will invariably hit struggling, lower-income 

families.  It may not hit taxpayers, but it will certainly hit someone. 

What this means for stocks is that rates are plateauing. Investors wanted clarity on rate cuts. Well, Chair Powell 

acknowledged that the Federal Open Market Committee members were unanimous in not foreseeing cuts in 2023. 

Economies change based on momentum. They rarely do what they did during COVID-19. Flooding the market with free 

money, stimulus, and liquidity was like the adrenaline shot scene in the film “Pulp Fiction.” Magically, the economy awoke 

from certain death. But breaking addiction is hard and takes time. We are addicted to easy money and want it again. The 

problem is the Fed wants 2% inflation, which fosters long-term growth like we saw in the past 25 years. 

Those years included the internet bust, 9/11, the global financial crisis, and COVID-19. It wasn’t linear economic growth, 

and those stresses all saw central bank intervention. Rate hikes aren’t the only tools for restrictive policy. Tighter 

conditions can happen if banks are required to increase reserves from zero to any higher level. It also happens with tighter 

credit (i.e., tougher borrowing). The Fed has many tools, and the goal is ensuring smooth sustained economic strength. 

I still believe we’re closer to the ninth inning than the first. Our future path is clearer now. Powell reiterated the Fed’s 

dependance on data but acknowledged that its models are linear, and the economy doesn’t really work that way. Thus, it 

needs to be data dependent. 

This situation is like having kids: sometimes you need to give them restrictions so that in the long term they are equipped 

to deal with the realities of life. I view the Fed’s job in the same way, only that it walks a tightrope. Narrowly missing a full-

blown banking confidence collapse by a weekend is too close for comfort. The Fed doesn't want to further damage a 

fragile economy.  I envision a last hike of 25 basis points in the next meeting. I also expect data starting to reflect mediating 

inflation in persistent areas like shelter. 

http://www.mapsignals.com/
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Either way, once rates plateau, tech and discretionary stocks will benefit. This is likely why they have been rallying for 

months now as we near the end of the hiking cycle. 

The market tumbled because investors want less restrictive policy. And in “bizarro world,” bank failures were good to 

make the Fed stop hiking. The Fed’s message was things may still be tough. 

This all brings to mind a quote from pastor Chuck Swindoll, who said, “We are all faced with a series of great opportunities 

brilliantly disguised as impossible situations.”  

 

 

 

 

 

 

 

 

 

 

 

Investment Research Disclaimer  

This research is for our clients and readers only, based on current public information that we consider reliable. However, we do not represent that such information is accurate or 

complete, nor should it be relied on as such.Mapsignals.com and its principals (collectively, “MAP”) may provide oral or written market commentary or trading strategies to our 

clients and readers that reflect opinions that are contrary to the opinions expressed in this research. We and our affiliates, officers, directors, and employees may from time to 

time have long or short positions in the investments, if any, referred to in this research. Stock profiles, highlights, or recommendations are only valid for a certain period of time 

and may not be followed by affiliated entities of MAPsignals or its principals. This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction 

where such an offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, 

or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek 

professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate. Past performance is not a guide 

to future performance, future returns are not guaranteed, and a loss of original capital may occur.  
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