January 31, 2005
The market pushed lower on Friday, only to mount a late, strong rally that pushed us well above the day's average price of ES 1170, shifting the short-term trend to bullish.  This makes buying dips above ES 1171 the operative strategy.  Buying was neutral on the day, with the adjusted TICK at +32 and the Institutional Composite at +70.  Demand was 55; Supply was 70.  New 20 and 65 day highs dropped to 595 and 334; new 20 and 65 day lows expanded to 800 and 360.  Most important, the Demand/Supply Index and the new highs/lows were far stronger than their previous low readings on 1/24, suggesting a drying up of selling.  For now, we have strongly rejected the mid 1160s as value and should stay above the prior average day values around ES 1170-1174 if this rally is for real.

January 29, 2005
Assessing trending behavior on an intraday basis is the topic of this week's article.  Archived articles are available here.

January 28, 2005
The market pushed once again to new highs, only to fall back into its four day range.  This kept us trading near the day's average price of ES 1174, and kept our short-term trend neutral.  Buying in the broad market was neutral at +48; the Institutional Composite was modestly skewed to the buy side among the large caps at +197.  Demand was 87; Supply was 42, continuing the favorable momentum which is largely a function of strength among small and mid cap issues.  New 20 and 65 day highs rose to 706 and 416; new 20 and 65 day lows fell to 689 and 284.  Once again, fading moves to the range extremes that fail to expand new highs/lows is the operative strategy.

January 27, 2005
An afternoon rally followed by a late drop kept our short-term trend neutral by day's end, as we closed near the day's average price of ES 1174.  Note that the average trading prices over the past four days have been 1175, 1170, 1172, and 1174.  It will take a break above Wednesday's highs, accompanied by an expansion of new highs, to turn the short-term trend bullish.  Thus far, intraday new highs/lows have been helpful in identifying both peaks and valleys in the recent trading range.  Buying was strong on the day, with the adjusted TICK at +512 and the Institutional Composite at +333.  Demand soared to 110; Supply was 30.  New 20 and 65 day highs rose to 562 and 324; new 20 and 65 day lows dropped to 820 and 306.  Fading moves to the four day range extremes that fail to expand new highs/lows is the operative strategy.

January 26, 2005
Early strength took the market above its average price, shifting the short-term trend to neutral.  We closed modestly below the day's average price of ES 1172, with greater strength among large caps than the broad market.  The adjusted TICK finished at -337, its fifth consecutive day of selling pressure.  The Institutional Composite ended at a neutral +26.  Demand was 54; Supply was 51, commensurate with a neutral trend.  New 20 and 65 day highs dropped to 497 and 274; new 20 and 65 day lows also dropped to 1192 and 419.  A move below Monday's lows, accompanied by an expansion in the number of stocks making fresh new lows, would return us to a short-term downtrend.  Conversely, a move above Tuesday's highs, accompanied by an expansion of new highs beyond the 520 new 20 day highs registered on Monday, would shift us to a bullish short-term trend.  Fading moves to the range extremes that do not expand new highs/lows is the order of the day.

January 25, 2005
Another afternoon drop took the market below the day's average price of ES 1170, continuing the short-term bearish trend.  Selling was heavy in the broad market, with the adjusted TICK finishing at -572.  There was modest buying among large cap issues, with the Institutional Composite at +183.  Demand was 40; Supply was 70, indicating some deterioration of momentum.  New 20 and 65 day highs ended at 520 and 293; new 20 and 65 day lows soared to 1561 and 478.  The latter is the highest number of new lows during 2005--not something we'd expect if the market were bottoming.  Similarly, we continue to see expanding new lows among my basket of stocks, and the Cumulative TICK continues to make new lows.  Until we see positive Demand vs. Supply, decreasing new lows, and a rising Cumulative TICK, the short-term trend will have us selling bounces below the day's average price.

January 24, 2005
An afternoon decline took the market to new lows on Friday, pushing us well below the day's average price of ES 1175 and continuing the short-term bearish trend.  Selling was moderately strong on the day, with the adjusted TICK at -201 and the Institutional Composite at -239.  Demand was 55; Supply was 53--stronger momentum than one would normally expect for a day closing near its lows.  New 20 and 65 day highs rose to 518 and 296; new 20 and 65 day lows actually declined to 1136 and 321.  Interestingly, new lows expanded among my basket of large cap issues.  This suggests latent strength among small and midcap stocks.  While the operative strategy has to be to sell bounces below ES 1175, I will be wary of selling into any tests of Friday's lows that do not expand the number of stocks registering fresh short-term lows.  

January 22, 2005
I've learned a few things since helping develop the training program for new traders at Kingstree Trading, LLC.  A few of those lessons are chronicled in this week's article.

January 21, 2005
The market stayed beneath its average price through the day, sustaining the bearish short-term trend.  Selling bounces that remain below the ES 1179 TWAP continues as the operative strategy.  While much of the day's trade was rangebound, the expansion of stocks registering new lows among my basket of issues and continued weakness in the Cumulative TICK Line suggest underlying weakness.  Selling was evident in the broad market, with the adjusted TICK finishing at -486.  Large cap issues fared somewhat better, with the Institutional Composite ending at a neutral -44.  Demand was 30; Supply was 112.  New 20 and 65 day highs dropped to 484 and 261; new 20 and 65 day lows rose to 1349 and 374.  The latter is the largest number of 65 day lows since the market decline began at the New Year.  We need to see Demand exceed Supply and a drying up of new lows to sustain a bullish short-term trend.

January 20, 2005
The market was unable to exceed its overnight highs and traded in a narrow range for most of Wednesday before a late decline pushed prices below the day's average level and turned the short-term trend bearish.  Selling dominated on the session, with the adjusted TICK at -471 and the Institutional Composite at -251.  Demand was 55; Supply was 68, a considerable downward shift in momentum from the previous day.  New 20 and 65 day highs dropped to 773 and 440; new 20 and 65 day lows were 727 and 226.  Selling bounces that remain below ES 1182 is the operative strategy going into the AM.

January 19, 2005
The market broke sharply higher after early selling could not push us below the previous day's lows.  This turned our short-term trend bullish and moved price well above the day's average price, which finished at ES 1191.  Buying was strong through the day both across the broad market and within the large caps, with the adjusted TICK at +484 and the Institutional Composite at +799.  Demand was a very strong 133; Supply was 36.  New 20 and 65 day highs rose to 852 and 515, the highest levels in two weeks.  New 20 and 65 day lows finished at 818 and 207.  Buying dips that remain above the ES 1191 average price is the operative strategy.

January 18, 2005
Friday's market pushed off Thursday's lows, but could not establish new highs, keeping us in a neutral trend.  We closed above the day's average price of ES 1183.5, but there are indications of waning trend momentum to the upside.  A break above the Thursday highs accompanied by an expanding number of stocks registering fresh new highs would turn the trend measure bullish; a break below ES 1182 accompanied by an expansion of new lows would have us testing the low end of the recent range.  A look at the Cumulative Demand Supply Index (DSI), which has been a helpful intermediate timing guide, shows us near levels associated with intermediate market lows, but not there yet.  Friday's market showed considerable buying pressure, with the adjusted TICK at +274 and the Institutional Composite at 305.  Demand was 70; Supply was 35.  New 20 and 65 day highs rose slightly to 550 and 340; new 20 and 65 day lows fell to 813 and 203.  We need to see 20 day highs exceed 20 day lows to turn the intermediate trend bullish.

January 14, 2005
The market stayed in a narrow range Thursday morning, before breaking sharply lower late in the afternoon and closing near the prior day's lows.  This turned the short-term trend bearish, and we closed well below the day's average price of ES 1184.60.  The adjusted TICK of -105 and the Institutional Composite of -29 reflect less selling than in recent downdrafts.  This reduced selling was reflected in the lack of expansion of new lows among my basket of stocks and an outright decline in the number of new lows for the market overall.  New 20 and 65 day highs rose to 545 and 314; new 20 and 65 day lows dropped to 995 and 225.  Interestingly, the number of new 20 day lows is the strongest figure in over a week.  The bearish trend has us selling bounces that remain below the day's average price, but I would be cautious selling into weakness if new lows continue to dry up.  

January 13, 2005
Wednesday's market broke below its recent range, only to move back within the range and eventually trade toward the upper end, closing well above its average price of ES 1183.  This returned us to a neutral trend defined by the day's highs and lows.  The adjusted TICK was neutral at -62, but buying was evident in the Institutional Composite at +438.  Demand finished the day at 61; Supply was 43.  New 20 and 65 day highs dipped to 471 and 245; new 20 and 65 day lows expanded to 1743 and 357.  We need to see a drying up of new lows to turn the short-term trend bullish.  

January 12, 2005
On Tuesday, the market broke lower, though remaining in the multiday, neutral range by the close.  After the Intel news, the market was trading near its day's average price of ES 1186.  Selling dominated, with the adjusted TICK at -475 and the Institutional Composite at -225.  Demand was 32; Supply was 67.  Most significantly, new 20 and 65 day highs dropped to 482 and 260, while new 20 and 65 day lows expanded to 1577 and 282.  We need to see a cessation of the downtrend in the Cumulative TICK Line and a drying up of new lows before we can sustain a rally.  Until then, bounces that cannot move beyond the day's average price are candidates for selling.

January 11, 2005
The market remained within its recent neutral range on Monday, closing near its average price of ES 1192.  Once again, moves toward the range extremes that cannot be sustained are making for high probability reversals back toward the average price.  Buying pressure was neutral, with the adjusted TICK at +13.  There was greater interest in the large cap stocks, with the Institutional Composite ending the day at +504.  Demand was 73; Supply was 35--a noticeable improvement in momentum.  New 20 and 65 day highs rose to 598 and 341; new 20 and 65 day lows dropped to 1047 and 187.  A move above Monday's highs accompanied by an expansion in the number of stocks registering fresh new highs would turn the short-term trend bullish.

January 10, 2005
The market on Friday remained in its neutral range, setting up what should be a significant breakout move.  Meanwhile, fading moves to the range extremes--particularly when these do not expand the number of stocks making new highs or lows--is the operative strategy.  We closed below the day's average price of ES 1190; note that the average price for the past three sessions has been 1191, 1190, and 1190.  While intermediate-term measures are looking oversold, I am concerned that we continue to see a significant number of stocks making new lows during this consolidation.  This is particularly evident within my basket of 17 stocks.  I would like to see a drying up of new lows and an expansion of new highs before committing to the long side.  For the fifth consecutive session we saw net selling in the market, with the adjusted TICK at -322.  The Institutional Composite was a neutral +16.  Demand ended the day at 50; Supply was 53.  New 20 and 65 day highs rose to 520 and 276; new 20 and 65 day lows were 1449 and 228.  A break of Friday's lows and an expansion of new 20 day lows beyond the 1580 registered on 1/5 would return us to a bearish short-term trend.

January 9, 2005
The article of the week examines the issue of overtrading.  December's Weblog entries are archived above.  Archived articles are available here.

January 7, 2005
The market on Thursday was once again largely rangebound, closing with a little-changed average price of ES 1190.  This turned our trend neutral, which means that we are bracketed by the day's highs and lows.  We will need a move beyond these parameters, accompanied by an expansion in the number of stocks registering short-term new highs or lows, to turn our trend directional.  Fading moves to the range extremes that do not expand new highs/lows is thus the operative strategy.  The adjusted TICK closed at a neutral -52; until we see a positive slope to the Cumulative TICK Line, it is premature to buy this market.  The Institutional Composite closed positive for the third consecutive day, ending at +437.  Demand ended the day at 58; Supply finished at 42.  New 20 and 65 day highs rose to 416 and 228; new 20 and 65 day lows dipped to a still-inflated 1302 and 241.  I will be watching the new lows carefully to gauge market weakness during periods of selling.

January 6, 2005
Wednesday's market largely traded within a range, breaking down late in the session, continuing the downward trend, and closing once again below the day's average price of ES 1191.  Selling was again dominant, with the adjusted TICK at -527.  The Institutional Composite ended at +179, the third straight day in which buying of large caps has exceeded buying of the broad market.  Demand ended the day at 26; Supply was 123--again showing very negative momentum.  New 20 and 65 day highs dwindled to 389 and 219; new 20 and 65 day lows again soared to 1580 and 266.  The deterioration in this measure over the past several days has been marked.  Yesterday's entry noted "As long as Supply exceeds Demand and the number of new lows expands, selling bounces that terminate below the TWAP will continue to be the operative mode."  Nothing in that picture has changed.

January 5, 2005
The market broke sharply below Monday's lows on Tuesday, continuing the short-term downtrend and keeping prices well below their average price, which ended at ES 1198.  Selling again hit the broad market, with the adjusted TICK at -927, and once again large caps outpaced the smaller issues, with the Institutional Composite at +128.  Demand was 23; Supply was once again at a high level: 216.  New 20 and 65 day highs fell to 575 and 306; new 20 and 65 day lows soared to 1071 and 174.  As long as Supply exceeds Demand and the number of new lows expands, selling bounces that terminate below the TWAP will continue to be the operative mode.

January 4, 2005
Monday's market started strong with an overnight rise, only to fail to exceed the overnight high in early trade before going into a decline that turned the short-term trend bearish and took prices well below their average price.  The day's TWAP ended at ES 1210, and we closed well below that level.  Selling was quite broad, with the adjusted TICK ending the day at -959.  For the first time in a while, selling was less intense among the large caps, with the Institutional Composite finishing at a neutral -14.  Momentum was extremely weak, with Demand at 37 and Supply at 218.  New 20 and 65 day highs dropped to 1200 and 747; new 20 and 65 day lows rose to 532 and 98.  Since 9/2002 (N = 582) we have had only 23 days with a similar, negative Demand-Supply balance.  Interestingly, the following day the market was up 15 times, down 8 by the close.  The most common pattern was for the market to drop modestly below the previous day's close before rallying.  While the operative strategy is to sell bounces that stay below the TWAP, I will be cautious about selling into weakness that does not expand the number of stocks registering fresh short-term lows.

January 3, 2005
This week's article concerns the role of time in trading and trading psychology.

The 2004 trading year ended with a late afternoon decline on Friday, pulling the market well below its average trading price of ES 1216.  This also turned the short-term trend neutral.  That means that we are operating between a trading range defined by Friday's highs and lows.  A move below those lows that expands the number of stocks making fresh short-term lows will turn the trend bearish.  As has been the case for the previous several sessions, there was buying interest in the broad market, but not so much for the large caps.  The adjusted TICK finished at +302; the Institutional Composite ended at -497.  Demand was 57; Supply was 52.  New 20 and 65 day highs rose to 1405 and 906; new 20 and 65 day lows fell to 204 and 61.  I continue to be unimpressed with the new highs/new lows during the strength of the past two weeks, as neither my basket of stocks nor the broad market has been able to expand new highs with price strength.  Conversely, we're not yet seeing an expansion of new lows that would signal an outright bearish trend.
