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The U.S. stock market is now poised to test Stratos Intermediate Target in
the S&P 500 (6926) of 7056. As I predicted in last month’s blog, I
expected a Christmas rally in the S&P 500, which is illustrated in the
chart on the next page. I anticipate the trend of least resistance is up and
therefore a testing of Stratos Primary Target of 7358 during the first two
quarters possible. I continue to ride the trend up for now.

Unfortunately, the uncertainty from a political and economic perspective,
continues to worsen. In short, everything seems crazy now and the world
can go on tilt. Since April, the strength in the U.S. economy has been able
to overcome this constant change on a daily basis to establish principles. I
anticipate sometime this year that there will be at least a 12-15%
correction from market highs or more. The Federal Reserve has done a
decent job of keeping interest rates and inflation in check. Concerns of
further inflation due to higher commodity prices and tariffs has been
managed by not cutting short-term interest rates significantly, which has
helped support a weakening dollar. In May, the Federal Reserve, in my
opinion, will lose its independence when Federal Reserve chairman Powell
leaves his position. The new Federal chair will do exactly what the
administration wants, thereby losing its independence. This could cause
U.S. market confidence to quickly erode. 

Stratos is raising our Initial Support Level to 6701 and our Primary
Support to 6142. A pullback to this level makes sense because it's close to
the breakout that we had in June of 2025. I’m raising my Line in the Sand
from 5592 to 5671 in the S&P 500. 

Based on my concerns of inflation and a weaker dollar, I continue to
stress the need to invest in energy and material securities as a form of
protection. From what I had personally observed, oil prices have
recovered slightly over the last few days as the uncertainty in Velenzula
could help support prices for now. Oil stocks continue to consolidate and
Chevron and Exxon are close to breaking out, which would indicate a
long-term uptrend in energy prices. Lower prices provide no incentive to
invest in necessary infrastructure and I anticipate a demand increase or a
supply disruption would push prices up to the $80-90 level by year-end. I
still expect the possibility of the testing of $50 in oil, but the bottom may
already be in. According to the S&P 500 materials are leading all sectors
in the S&P 500 so far this year and I expect this new trend to continue
throughout 2026 and maybe beyond.

The initial weakness in the dollar this year should be a concern to
investors. I anticipate the U.S. dollar will be down another 10% this year,
which could wreak havoc and result in eventual higher interest rates and
inflation. I  do believe exploding metal prices are a direct result of the
lack of confidence in the U.S. as a global leader and these two factors,
the weakening of the dollar and higher metal prices, are clear indicators
of further inflation in the next 3-5 years. 
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Good Trading for
the Long Term

I suspect the U.S. economy is slowing down and the earnings from
equities will not be enough to keep stocks at these levels. Because
it’s difficult to determine what’s going on in our economy for
various reasons, I’m assuming the U.S.equity market is ahead of
itself. 

In spite of these concerns, the one certainty we have is the Fed
Chair will still be in place through May. Therefore, I expect U.S.
equities to continue higher for the short-term as we ride the wave
to its peak. If the S&P 500 tests Stratos Primary target of 7348, I
may suggest that U.S. stocks have become overvalued for the
short-term, but for now, let’s enjoy new daily highs with the
potential of another step higher. Good Trading for the Long Term. 
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