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Did You Pick a Winner?

The Super Bowl LIX matchup between the Kansas City Chiefs and the 
Philadelphia Eagles was highly anticipated, with the Chiefs entering as the 
clear favorites. However, the game unfolded in a way that few predicted. 
Despite their offensive prowess, the Chiefs were hindered by early mistakes 
and a relentless Eagles defense. Though they managed a late rally, the deficit 
proved insurmountable, leading to a Philadelphia Eagles victory.

This unexpected outcome has parallels in the semiconductor industry. NVIDIA (NVDA), much like the 
Chiefs, has been the dominant force, with other semiconductor stocks trailing in its wake. NVDA’s strong 
performance and innovative solutions have made it a market leader. However, the Super Bowl serves as 
a reminder that even the favorites can stumble. If NVDA experiences a downturn due to market shifts, 
increased competition, or unforeseen challenges, the landscape of the semiconductor industry could 
change dramatically.

The question then becomes: Which company is poised to capitalize on a potential NVDA falter? Several 
companies are vying for market share, including AMD, INTC, and TSM. Each possesses unique strengths 
and weaknesses, and their strategies will play a crucial role in determining who emerges as the new 
leader. AMD has been making significant strides in both CPU and GPU markets and could be a strong 
contender. Intel, despite recent challenges, still holds a significant market presence and could regain its 
footing with the right strategy. TSM, as a leading foundry, plays a critical role in the semiconductor supply 
chain and could leverage its position for greater market influence.

The Super Bowl’s unexpected result serves as a cautionary tale for investors and industry analysts alike. 
It highlights the importance of diversifying portfolios and staying informed about market trends. While 
NVDA currently holds a commanding position, the semiconductor industry is dynamic and ever-chang-
ing. The company that can adapt to new challenges and seize opportunities will ultimately emerge as the 
leader in this competitive landscape.
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The SMH appears to have been running range-bound since July 2024. But we know this ETF is Cap-weighted 
and the Market Cap of NVDA is huge and significantly influences this to such an extent that NVDA’s loss of 
momentum and relative strength mostly offsets and/or masks gains made by the rest of the semiconductor 
segment. NVIDIA Corporation (NVDA) currently makes up 18.3% of the VanEck Semiconductor ETF (SMH).

Next, we’ll take a look at a chart of the SMH ETF and then of NVDA. Then we’ll look at the Weekly RRG of the Largest 
market-cap semiconductor stocks.

Chart of the SMH with NVDA Overlay
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Now, take a look at a Weekly RRG of the XLK Technology Sector, the SMH ETF, and NVDA relative to the 
benchmark SPX.

We can clearly see that NVDA has fallen out of its leadership position, having moved lower into the Weakening 
Quadrant with a significant loss of Relative Strength and Relative Momentum. The vector tail shows the path 
taken over the past 12 weeks. We’ve also been talking about the Technology Sector making a somewhat hesi-
tant approach to the Leading Quadrant and the SMH rotation is clearly polar opposite that of NVDA.

Weekly RRG of the Semiconductor stocks in the SMH
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Now, take this to the next level, and let’s compare the RRG for the other semiconductor stocks. Remember, 
those to the left of center have been underperforming the benchmark SPX while those to the right have been 
outperforming the benchmark SPX. Vector headings indicate week-over-week gains or losses in both Relative 
Strength and Relative Momentum.

Those with northeasterly headings have been moving towards a more outperforming condition while those 
fading to the southwest continue to move away from an outperforming condition. Ideally, we want to be hold-
ing stocks to the right of the center but we need to identify them early as they start to head toward the Leading 
Quadrant.

Weekly RRG of Select SMH stocks
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So, here’s the same list, filtered to show just those semiconductor stocks that are gaining both Relative 
Strength and Relative Momentum; obviously, NVDA isn’t among them.

This chart suggests that AVGO and TSM both continue to outperform the market and should sustain their 
leadership positions in the near term. Semiconductor stocks that have recently underperformed but that are 
rapidly regaining relative strength include those here in the Improving Quadrant. Read them right to left with 
regard to the current Relative Strength Ratio. From here, I’d be taking a closer look at ADI, MU, QCOM, LRCX, 
KLAC, and AMAT which look to become the group’s next set of outperformers.
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Let’s look at some price charts for these.

As a reference, NVDA’s price performance is overlaid on the chart of ADI. Clearly, ADI has been in a corrective 
mode and has been underperforming NVDA as well as the benchmark SPX. Is that about to change? I’m see-
ing a support shelf forming as defined by these key Fib levels with the 4v3 38.2% at $205. I show a Wave Count 
Invalidation at $198.24 which means my count would need to be revised if ADI breaks those levels. Note the 
“a” wave low came in just above that $198 level and I suspect that will be a “line in the sand”. The Weekly RRG 
vector may be our early hint that ADI will soon make a turnaround. For now, I would need to wait a while longer 
to get some confirmation of the turn, but I’m definitely putting ADI on my near-term watch list.

ADI
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MU has also been underperforming NVDA, as we would expect given its Relative Strength Ratio but it also 
could be setting up for a move higher. In fact, I can now count five waves up off the Minor Wave 2 low, and also 
we have a pullback that hit the 78.6% retracement level of that five-wave push.

If, indeed, MU has already started a new impulsive move higher, trade Risk to the downside is about 10% with 
an upside opportunity to retest that Resistance level at $114.80 (+20%) and the 78.6% retracement of the 
a-wave decline at $138 (+45%).

QCOM also looks to have formed a five-waves off the lows. Whether the follow-on wave minute circle ii has 
been completed, there might be a little more correction yet to unfold but the convergence with the lon-
ger-dated uptrend channel line shows support 

MU

QCOM
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coming int just below the $160 level from where QCOM could launch a new uptrend. Entry risk at this point also 
has about a 10% downside with the retest of its ATHs giving a 35% upside reward.

LRCX has five waves off its lows and wave minuette (ii) may have been completed, it also could be a flat correc-
tion ongoing in (ii). Trading is still technically range-bound though the Elliott Wave development suggests that 
the larger degree correction is over and now LRCX is starting a new impulsive move higher. The downside risk of 
failure in this pattern sits at 15% with a 38% upside reward to reach back to its ATHs at $113.

KLAC has a much more mature advance off its lows but looks like there may be a bit more period of near-term 
corrective action to go before resuming a new impulsive move to the upside. This pattern provides an opportu-
nity to get in at a half-size position and add later as the pattern more fully matures.

LRCX

KLAC
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And finally, here’s AMAT which also shows a clear five-wave move off the lows and possibly a pullback in 
minuette (ii). The downside risk of entry here is also a relatively low 10% with a move back to ATHs reward 
of 40%.

AMAT
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Speaking of Earnings, here’s this week’s Earnings Calendar. Starting the week off, ON Semiconductor came in 
with a miss while Tower Semiconductor (TSEM) came in with an Earnings Beat. Lattice Semiconductor (LSCC) 
reported Monday After the Close, SMCI will report Tuesday After the Close and AMAT will report earnings on 
Thursday, February 13th After the Close.

From EarningsWhispers.com, here’s this week’s Earnings Calendar

On

TSEM
ON Semi missed top and bottom

TSEM beat on top and bottom
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LSCC may have reported a miss on the top and bottom lines, but investors must be reading deeper into 
the strong forward guidance as the stock immediately shot up by $10 in after-hours trading following its 
Earnings release.

LSCC
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Let’s review the Weekly Sector RRG as of the close on Monday.

It’s early in the week so the current vector is incomplete; however, there is an early indication of a hook 
reversal in the XLF Financials, the XLE Energy, and the XLU Utilities sectors. The XLK Technology sector shows 
a reversal to the downside for loss of Relative Momentum. The vectors won’t be final until Friday’s data, but the 
Monday signal is hinting at some possible changeup in the making.

Weekly Sector RRG
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For more in-depth stock market analysis and trading alerts, check out our service offerings:

MAPS Trader FIB For Life: On Demand Precision Timing Premier Trader

This week’s focus stocks were all in the Technology Sector which is the newest Sector to advance into the 
Leading Quadrant, though we did note the hesitancy. Plan your trades carefully and limit downside risk as 
there is never any guarantee that the market will follow the predicted path.

Until next time,

Terry Long
Research Director, TradingAnalysis.com

Here’s the Weekly RRG for the stocks mentioned in this week’s report:


