January 31, 2007
Ideas:
Part One of a two-part series: TraderFeed looks for the edge in flat markets.
Tuesday's morning market comments.
How earnings are shaping up by sectors: Ticker Sense.  See also Kirk's review of sector performance in January.
David Gaffen:  Money has been going global, not to the U.S.
I like the earnings report coverage on 24/7 Wall St.
Contrary view on the Renminbi: Seeking Alpha.
Interesting nanotech blog via InvesLogic.
 

Links:
Recent links from Trader Mike, including a skeptical assessment of the performance of investment advisers.
Tuesday links from Abnormal Returns, including the beat down of the Yen.
Random smoke from Adam Warner, including Forbes best blogs.
James Altucher's blog watch, including top telecom stocks and a promising Web 2.0 service.
 

Trading:
The folly of trying to predict markets:  Lord Tedders.
More stock market lessons from The Kirk Report.
StockPickr looks at hidden gems among 52-week lows.
Ashton Dorkins and Larry Connors on the value of the RSI.
 

Market Perspective:
Plus Days and Minus Days - I have an idea that I'll be investigating in a future TraderFeed post.  I'm noticing that days in which we have an improvement in stock momentum, as measured by the Demand/Supply indicator tracked on this Weblog, are more likely to hit their upside pivot targets than days in which momentum wanes.  Tuesday's market showed improved momentum, although we have economic data and a Fed announcement that may dominate those momentum effects.  More on this topic shortly. 

 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1431.75;  R1:  1437.00;   R2:  1439.75;   S1:  1429.00;   S2:  1423.75
 

We closed above the day's volume weighted average price of 1430.75 in the ES futures, initiating a short-term uptrend.  Buying dominated the broad market, with the Adjusted TICK ending at +457, but we saw selling among the large caps, with the Institutional Composite at -131.  Demand rose to 104; Supply fell to 37.  New 20 day highs rose to 1057; new 20 day lows fell to 407.  Institutional Momentum again fell, dipping to -440, with 3 large cap issues trading in intermediate-term uptrends and 14 in downtrends.  We've been getting solid buying in the small-cap issues and five days of positive TICK in the past six sessions.  I expect slow trade ahead of the Fed announcement, but expect a test of R1 if we can hold above the Tuesday VWAP on any early selling.  Inability to hold the Tuesday highs would target the pivot and VWAP as initial downside objectives.
 

January 30, 2007
Ideas:
TraderFeed takes a worldwide look at income levels and personal well-being.
Monday's morning market comments.
Very interesting post on becoming a professional gambler; lots of relevance to trading.
Great post on commodities as investments from CXO Advisory.
Random Roger on picking out the right ETFs when multiple vehicles exist.
All About Alpha on hedge fund regulation.
 

Links:
Fine Monday links from Abnormal Returns, including perspectives on the Fed. 
More links from Charles Kirk, including Jim Rogers on China.
Expert market and sector blogs from InvesLogic.
Very interesting random thoughts from Todd Harrison.
Monday blog watch from James Altucher, including stocks owned by top Democrats and Republicans.
 

Trading:
Euro dogs of the Dow:  Seeking Alpha.
Trader Gav on the failure patterns of traders (via Trader Mike).
Stock market lessons from The Kirk Report.
Top 10 buyback stocks: James Altucher.
 

Market Perspective:
The Real S&P 500 Index - The chart below from Decision Point shows the S&P 500 Index on an unweighted basis, as tracked by the Rydex RSP ETF.  Note how we've been in a steady bull market, with all time highs in the unweighted S&P index.  Only the weighting of the stocks has kept the cap weighted version of the index beneath its prior bull market highs in 2000.  With unweighted sector ETFs coming out, this will provide a different way to track the market and participate in relative strength among the smaller components of indices.  

 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1427.50;  R1:  1431.75;   R2:  1436.75;   S1:  1422.50;   S2:  1418.25
 

We closed below the day's volume weighted average price of 1428 in the ES futures, placing us in a neutral short-term trending mode.  Buying and selling sentiment were relatively even both in the broad market, where the Adjusted TICK ended at +76, and among the large caps, with the Institutional Composite finishing at -64.  Demand rose to 100; Supply fell to 53.  New 20-day highs rose to 960; new 20-day lows dropped to 505.  Institutional Momentum fell once again to -400, with 3 issues trading in intermediate-term uptrends, 13 in downtrends, and 1 neutral.  We are going into a two-day Fed meeting, so I expect trade to narrow and slow down as we approach the Wednesday announcement.  That will have me keeping a close eye on the pivot/VWAP, as moves away from those averages that do not expand buying or selling will be likely to retrace back to those prices.
 

January 29, 2007
Ideas:
TraderFeed highlights three steps you can take to enhance well-being.
How to transform stress into well-being.
The Trader Performance page summarizes how I trade.
I really like this partnership: using social networks to develop trade ideas.
Here's a fascinating piece of research on the difference between harmonious passion for an activity and obsessive gambling.
Great post from Mish on gold, market cycles, and the seasons that economies go through.
 

Links:
Superb end of week linkfest from The Big Picture, from markets to the economy to politics and more.
Fine trading perspectives on the links from Simply Options Trading.
Millionaire Now! with more interesting links, including corn and unintended policy consequences.
ETF performance and more:  Bill Cara's week in review.
More excellent Sunday links from Abnormal Returns, including interesting perspective on value and growth.
 

Trading:
Trader Mike recaps trends in the indices.
StockPickr, on six high-growth stocks that are undervalued.
Promising new infrastructure ETF:  Seeking Alpha.
Equity funds late to the party and interesting sentiment perspectives: Zen.
 

Market Perspective:
Outsized Selling - The chart below shows a short-term oscillator of the Adjusted NYSE TICK that I track on the Weblog.  Note the outsized selling sentiment from last week, with a huge number of issues trading at the market bid on Thursday.  Price thus far has held up above the early January lows despite this selling.  If we can see selling dry up this week with price holding near last week's lows, I'd look at this as part of a large trading range and expect a test of the highs in February.  If we see a resumption of the outsized selling, I would take that as an indication that we'll revisit those early January lows--particularly if interest rates remain firm.   
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Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1427.50;  R1:  1433.00;   R2:  1438.50;   S1:  1422.00;   S2:  1416.50
 

We closed a bit above the day's volume weighted average price of 1426.25 in ES, but continued the short-term downtrend.  We saw modest buying in the broad market, with the Adjusted TICK ending at +173, and modest selling in the large caps, with the Institutional Composite finishing at -34.  Demand rose to 54; Supply fell to 77.  New 20 day highs fell to 679; new 20 day lows rose to 857.  Among the stocks in my large cap basket, we continue to see major deterioration in intermediate-term momentum, with 3 stocks trading in uptrends, 12 in downtrends, and 2 neutral.  This gives us an Institutional Momentum reading of -380, the lowest level since late November.  This deterioration concerns me and has me looking for a test of Friday's lows if early buying cannot sustain us above the Friday pivot level.
 

January 28, 2007
Ideas:
TraderFeed provides an interpretation of the recent personality questionnaire dealing with subjective well-being. 
Here's another post on the topic of how I trade with sentiment and volume data.  The morning sessions offer illustrations of how I look at markets, but ultimately traders need training, not just education.
Kevin, with three trading myths.
 

Links:
I continue to be impressed by the amount of material packed into the Instant Bull site, including a large blogroll and news on everything from markets to Web 2.0.
Blogroll of popular market blogs from The Lion.
Updates of many popular financial blogs from Original Signal.
Weekend links from James Altucher, including small cap value stocks.
 

Trading:
Finding bargains at the market open:  Victor Niederhoffer and Laurel Kenner.
Clueless Q Trader shows how he uses pivot levels.  See also what he does during the day. 
Some great trading system ideas from StockPickr.
Jon Markman finds value among the airlines.
James Altucher, on stocks ready for upside surprises.
A natural gas ETF on the way:  Seeking Alpha.
Jubak, on oil stock bargains.
 

Market Perspective:
Interest Rate Rises Take Their Toll - The interest rate on the 10-year Note is up by over 7% during the past 40 trading sessions.  I went back to 2004 (N = 723 trading days) and found that, when the 10-year rates have been up over the past forty trading sessions (N = 359), the next 40 days in SPY average a meager average return of .17% (193 up, 166 down).  When rates have been falling over the past 40 days, the next 40 days in SPY have averaged a very healthy gain of 2.29% (275 up, 89 down).  Another way of saying this is that essentially all of the gains that have come during the bull period from 2004-2006 are attributable to periods of falling rates.  Which helps explain why I'm not holding long positions during this period of rising rates. 

 

January 27, 2007
Ideas:
TraderFeed looks at what happens the day after markets are slammed hard.
Friday morning market comments.
The Big Picture tracks worldwide rises in interest rates.
Has the world decoupled from the U.S.?  Interesting post via InvesLogic.
Interesting analysis of foreign market ETFs as defensive investments:  Seeking Alpha.
 

Links:
Friday links from Daily Options Report, including a reminder of how long it's been since we've had a 2% daily decline.
Abnormal Returns Friday links, including a record set by the current market.
 

Trading:
Lessons from the stock market:  Charles Kirk
David Gaffen:  Earnings surprises are to the upside.
Declan Fallond illustrates breakout trade ideas with the Trade Ideas software.
Bond weakness relative to stocks:  MaoXian.
 

Market Perspective:
Continued Waning Momentum - We're near multi-month lows in stock momentum, with only 64% of S&P 500 Index stocks trading above their 50-day moving averages.  Among S&P 600 small caps, we have 56% of issues trading above their benchmarks, and we're down to 73% of Dow 30 issues from over 90% earlier in the week.  NASDAQ 100 stocks are showing 49% of issues below their MAs.  We can see the loss in momentum in this chart of the McClellan oscillator from Decision Point:  as price has moved higher, the oscillator has recorded a narrowing difference between advancing and declining issues. 
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January 26, 2007
Ideas:
TraderFeed reviews subjective well-being and why it's important for trading--a follow up to the personality test for traders.
Thursday AM market comments.
More leveraged ETF options (via Trader Mike).
The Big Picture on the message of the markets and the fantastic (not!) home sales figures.
From InvesLogic:  a bacterium might lower the cost of making ethanol.
Going global with ETFs:  Seeking Alpha.
 

Links:
Lots of loose end links from Charles Kirk, including some excellent ones dealing with investor margin debt, trading psychology, and ETFs.
Diverse thinking and other fine Thursday links from Abnormal Returns.
 

Trading:
David Gaffen on the bond selloff.
Brian Shannon tracks important support levels following the Thursday market decline.
The pop in the VIX:  Adam Warner.
Very interesting:  Ticker Sense charts historical PE ratios for Dow stocks and where we are now.
The Market Speculator on being like water.
Carl Futia looking for a bottom here, based on Lindsay's Domed House pattern.
 

Market Perspective:
Tracking Intraday Market Weakness - This chart shows the ES futures (red), with the NYSE TICK overlaid (blue) and volume for each 10-minute period on the X-axis in yellow.  The chart tracks the market from 10 AM forward, when we had a surge in interest rates.  That triggered selling from global macro participants who see the higher rates and the weak housing as threats to the economy.  Notice how bounces in the TICK came at successively lower price highs, and notice also that the TICK spent a majority of its time well below the average TICK level for the past 20 trading sessions (which is over +200).  As long as you see consistently negative TICK, those bounces that occur at successively lower highs become selling opportunities.  I was looking for buying to enter the market to create a trading range, but it never materialized.  Indeed, with the rise in rates, selling picked up through the trading session.  (Note how volume picked up on each of the down bars).  Tracking the TICK through the day is very helpful in gauging whether we're likely to stay within a range or trend from open to close. 

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1434.25;  R1:  1441.25;   R2:  1452.50;   S1:  1423.00;   S2:  1416.00
 

We closed sharply below the day's volume weighted average price of 1436.5 in ES, initiating a short-term downtrend on the heels of weak housing numbers and rising interest rates.  Selling was very strong in the broad market, with the Adjusted TICK ending at -961.  We also saw net selling in the large caps, with the Institutional Composite finishing at -139.  Demand fell to 37; Supply soared to 152.  New 20-day highs fell to 1048; new 20-day lows rose to 757.  Those new lows, while expanded, are still quite a bit fewer than the new lows seen earlier this month.  Momentum declined sharply among my basket of large caps, with Institutional Momentum falling to -160, with 7 issues in intermediate-term uptrends and 10 in downtrends.  Normal expectations following a high momentum, broad decline are for follow-through to the downside, which will have me watching carefully for tests of the 1426.75 lows of several days ago.  Note that we're also near important support levels in NQ.  My next post to TraderFeed will examine expectations following high volatility reversals such as we had on Thursday.
 

January 25, 2007
Ideas:
TraderFeed offers a personality questionnaire for traders. 
How our brain's unconscious, automatic tendencies affect us:  The Big Picture.
Here's a new site for developing trading plans.
Interest rate perspectives from Yaser Anwar.
China as king of the Internet:  24/7 Wall St. (via InvesLogic).
 

Trading:
Recommended stock screeners:  The Kirk Report.
Companies that will profit from the release of Microsoft's Vista:  Michael Brush.
StockPickr on investing like T. Boone Pickens.
TheStreet.com offers the top 10 large cap stocks.
WSJ MarketBeat on health care-based ETFs (via Abnormal Returns).
 

Market Perspective:
New Highs, Continued Divergences - We saw strong price action on Wednesday, lifting the large caps to new highs.  Despite this, only 54 stocks from the S&P 500 Index made new 52-week highs on Wednesday, down from 64 two weeks ago.  Only 27 of the S&P 600 small caps made new annual highs, down from 38 two weeks ago.  Interestingly, only 4 of the Dow 30 stocks made fresh 52-week highs, also down significantly from levels two weeks ago.  And only 5 of the NASDAQ 100 issues (!) made annual highs, down from 14 two weeks ago.  Let's see if this rally continues and broadens out; if not, I'd expect a return to the recent trading range in place since December. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1442.75;  R1:  1450.00;   R2:  1453.75;   S1:  1439.00;   S2:  1431.75
 

We closed well above the day's volume weighted average price of 1441 in the ES futures, breaking us out to a short-term uptrend.  Buying was very strong among the large caps, with the Institutional Composite finishing at +629.  We also saw solid buying in the broad market, with the Adjusted TICK at +267.  Demand rose to 110; Supply dropped to 30.  Among the large caps in my basket, Institutional Momentum rose to +160, with 10 stocks trading in intermediate-term uptrends and 7 in downtrends.  Based on the strength of our close and recent upside momentum, we should be able to test the R1 level; failure to sustain new highs would target the Thursday pivot level.
 

January 23, 2007
Ideas:
TraderFeed examines reversal and momentum effects with NYSE advance/decline data.
Monday's morning trading notes.
StockTickr interviews Joey Fundora, the Downtown Trader.
Mish, tracking a cold weather forecast, via InvesLogic.
Capital Spectator, on the end of the bull market across asset classes.
Questioning the China mania:  Seeking Alpha.
Great analysis of real interest rates and what they mean for stocks from David Kotok, via John Mauldin.
 

Links:
The Kirk Report starts the week with some fine links, including another one on finding stock correlations.
Monday links from Abnormal Returns, including the poor performance of mutual funds.
James Altucher's blog watch, including top stocks at low PE multiples.
 

Trading:
StockPickr on trading like Carl Icahn.
Trader Mike notes trendline breaks and several stocks worth watching.
Charles Kirk, in search of the best stock screener.
Bond ETFs from Vanguard: Seeking Alpha.
Carl Futia forecasts near-term weakness.
 

Market Perspective:
Interesting Action in the Russell - We had some pretty steady selling in the broad market, with a number of very negative thrusts in the NYSE TICK.  I found it very interesting that, despite the selling, the Russell held up above its Friday highs.  Indeed, I even made a rare afternoon trade and bought some Russells when they couldn't break their earlier lows on a TICK that went below -1000.  I'll be watching closely to see if the small caps have managed to put in a short-term low.  If we do break the Friday/Monday lows, that would represent fresh selling pressure, and I would take that as a meaningful bearish indication.  

 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1432.25;  R1:  1437.75;   R2:  1444.00;   S1:  1426.00;   S2:  1420.50
 

We closed near the day's volume-weighted average, setting up a neutral trading range in ER2 (see above), but a short-term downtrend in ES.  We had net selling in the broad market, with the Adjusted TICK ending at -415.  There was relative balance among the large caps, with the Institutional Composite finishing at -15.  Demand fell to 44; Supply rose to 84.  New 20 day highs dipped to 834, but surprisingly new 20 day lows also dipped to 791.  Within my basket of large caps, we had Institutional Momentum dropping to +20, with 8 issues in intermediate-term uptrends and 9 in downtrends.  As mentioned above, I was impressed with the market's ability to absorb the selling Monday.  If we can hold above Monday's lows on early selling, I would be leaning to the buy side in anticipation of a test of R1 and the Monday highs.  
 

January 22, 2007
Ideas:
TraderFeed examines weekly pivot-based price targets and a framework for trading these.
A traders' forum with some interesting topics.
Not a sexy topic, but absolutely critical: Random Roger on the importance of savings.
Some solid thinking about inflation from Jeff Miller.
New junk bond ETF.
Following alternative energy.
Trading interviews from StockTickr.
 

Links:
Huge linkfest from The Big Picture.
Excellent blogroll from Declan Fallond.
Sectors and ETFs: week in review from Bill Cara.
 

Trading:
Daytrading on the rise (via Trader Mike).
Top 20 performing stocks in China:  StockPickr.
Relative strength among sectors: Ticker Sense.
Kevin on the opportunity in commodity stocks.
Trader X on timeframes and trading.
 

Market Perspective:
More On Waning Market Strength - I track new 20-day highs minus lows among the 17 stocks in my large cap basket.  The large caps have been the strongest of the market sectors, but even there we're seeing fewer stocks making new highs as the market traded at new multi-year highs.  The big question now for this market is whether a rebound in the small caps and NASDAQ stocks will push the large caps to at least one more record high close or whether the waning market strength will eventually drag down the entire market.  So far, I'm anticipating the latter.
[image: image3]
 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1436.25;  R1:  1439.75;   R2:  1442.75;   S1:  1433.25;   S2:  1429.75
 

We closed above the day's volume-weighted average price of 1435.5 in ES, returning us to a neutral trending mode.  That has us on the outlook for a rangebound market, especially given the narrow range of the VWAP figures for the past five trading sessions (between 1435 and 1439).  Buying was dominant in the broad market, with the Adjusted TICK at +279, but we saw selling among the large caps, with the Institutional Composite at -262.  The best trending days show consistent hitting of bids or lifting of offers in *both* the NYSE stocks and the Dow issues.  When we get mixed signals, the trade very often remains range bound in ES.  This is partly because the TICK figures for the Dow stocks are highly influenced by the program trading of baskets of stocks against the index futures.  This is a very important concept; it's only because I'm in a very good mood, listening to Joey and crew, that I mention it.  Anyway, Demand rose to 78; Supply fell to 44.  New 20-day highs dipped to 870; new 20-day lows remain high, but dropped to 853.  Among my basket of large caps, 9 stocks are trading in intermediate-term uptrends; 8 in downtrends, dropping our Institutional Momentum score to +280.  The 1435 region has been a fulcrum for range bound trading lately; my leaning is to fade edges of that range if we don't see broad participation on attempts to take out the highs or lows.
 

January 21, 2007
Ideas:
TraderFeed explores a framework for swing trading with weekly pivot levels.
The Trader Performance page looks at trading as avocation.
Many thanks to The Miseducated Daytrader for the review of Enhancing Trader Performance.  See also this post on using charts for pattern recognition skill-building.
Implications of "cash is trash":  Seeking Alpha.
 

Links:
Weekend reading from NYSE Trader, including trading rules from Van Tharp.
Thanks to Trader Mike for calling attention to The Lion site, which offers research and excellent blog links.
Charles Kirk's top 100 trading books and his new archive.
Weekend linkfest from Barry Ritholtz, including this link re: increasing monetary velocity in China.
James Altucher's blog watch, including top dividend stocks.
Larry Nusbaum on Fox TV programming.    :-)
 

Trading:
John Forman on times of day when there's volume--and hence volatility--in the FX (currency) markets.
Excellent Bruce Lee insight from The Market Speculator.
Lonely Trader on currency trading.
Top ten small cap stocks: TheStreet.com.
Short-term Trading blog summarizes the trend status of Dow stocks.
 

Market Perspective:
Waning Market Strength - I track the number of stocks across the major exchanges making fresh 65-day highs vs. lows.  Note the deterioration, even as the large cap indices have made new highs.  On Friday's bounce I took a small core short position in ES that I plan to stick with as long as the deterioration persists.
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January 20, 2007
Ideas:
TraderFeed reviews a study on personality and its effect on trading.
Friday's morning trading notes.
The Big Picture questions Goldilocks and reports the bloggers' take on Q4 earnings.
List of trading educators who use Market Delta as a basis for training.
Countries that could withstand a U.S. recession:  Seeking Alpha.
 

Links:
Best posts of 2006:  The Kirk Report.
Brain fitness blog carnival:  SharpBrains.
Larry Nusbaum's market wrap.
Friday links from Abnormal Returns, including money coming to the U.S. from overseas.
 

Trading:
Consumer stocks gaining from the drop in oil:  David Gaffen/WSJ
Most overbought and oversold stocks:  Seeking Alpha.
TraderMike tracks the averages.
Trader X posts his setups.
 

Market Perspective:
A Truer Look at the Broad Market - I notice that the Decision Point site is now tracking the NYSE Composite Index statistics by focusing only on the common stocks within that index.  By eliminating preferred stocks, warrants, and other non-operating issues, we get a truer view of stock behavior in the broad market.  Below we can see 52-week new highs among the operating company stocks on the NYSE.  Note the waning new highs, even as the broad market average has broken new highs.  Mad props to Carl Swenlin, who keeps improving what is already one of the very best market sites on the Web, IMO. 
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January 19, 2007
Ideas:
TraderFeed looks at demand for clean energy stocks as a sentiment gauge.
Thursday's morning market comments.
Recent articles appearing on the Seeking Alpha site.
Equity market caps around the world:  Capital Spectator.
New investment site, with contributions from Yaser Anwar and David Phillips.
 

Links:
Best posts of 2005, from Charles Kirk.  Here's a link to the earlier best posts lists.
Thursday links from Abnormal Returns, including guru accuracy.
 

Trading:
Always a creative idea from Jon Markman:  investing in firms benefiting from military outsourcing.
Profit taking strategies from Downtown Trader.
When we get a breakout and then move back into the trading range, that tells a story.  TraderMike picked up on that, I see.
New wave of ETFs and who is buying them:  James Altucher.
Trading oil with ETFs:  MaoXian.  See also his long-term perspective on INTC.
Chris Perruna tracking HANS technicals and fundmentals.  Here's Ugly's take on HANS; nice illustration of trade ideas.
 

Market Perspective:
Continuing Weakness - We continue to see waning upside momentum among stocks, as I've chronicled over the past several weeks.  After Thursday's decline, we have 67% of S&P 500 stocks trading above their 50-day moving averages, but only 49% of S&P 600 small cap issues, 58% of midcaps, and 62% of NASDAQ 100 stocks.  Interestingly, 83% of Dow Industrial stocks are above their MA benchmarks.  Clearly, large caps have been outpacing small and midcaps and value has been outpacing growth in this recent market.  While the Dow is still near its highs, the other averages--Russell 2000 and NASDAQ 100--have backed off substantially.  That is why we're currently seeing 896 stocks trading at 20-day highs, but 996 hitting 20-day lows. 

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1435.00;  R1:  1438.75;   R2:  1444.75;   S1:  1429.00;   S2:  1425.25
 

We closed below the day's volume weighted average price of 1435 in ES and broke below the recent trading range on solid downside volume, setting up a short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK ending at -415.  We saw a bit more strength in the large caps, with the Institutional Composite finishing at +122.  Demand fell to 35; Supply rose sharply to 114.  New 20-day highs fell to 896; new 20-day lows rose for the fourth consecutive session to 996.  Among the stocks in my large cap basket, Institutional Momentum dipped to +460, with 12 stocks in intermediate-term uptrends and 5 in downtrends.  The historical odds--are to break prior day lows on down days that expand downside momentum (as measured by Supply vs. Demand).  Friday is options expiration day, so we may see some cross-currents that keep us in a trading range.  As long as we see selling in the broad market and continue below the market pivot level, selling bounces will remain the preferred strategy.
 

January 18, 2007
Ideas:
TraderFeed takes a look at what happens after narrow range days.
Wednesday morning's trading comments.
Great post on the underreporting of inflation from Barry Ritholtz.
Very interesting; 10-Q Detective looks at executive pay and its surprising relationship to press criticism.
Many creative ETFs coming to market: Seeking Alpha.
Long-term negative sentiment: Jeff Miller.
 

Links:
Sites that link to the Kirk Report--not a bad list of blogs.
A treasure-trove:  Here are Charles Kirk's best posts from 2004.
Wednesday's links from Abnormal Returns, including a few good ones re: the recent oil decline.
 

Trading:
Globetrader (via Trader Mike) on trading with rules and probabilities.
Alpha Trends notes the longer-term trading range in SPY; note that Brian will be teaching a class on Friday.
Bill Rempel:  The news shows up in the charts; nice to the posting of trades in real time.
David Gaffen notes the shallow nature of the recent declines; a good observation and something I'll try to study in an upcoming TraderFeed post.
Yaser Anwar finds the oil services ETF (OIH) at a support level.
 

Market Perspective:
Sentiment Waning - Hats off to the SentimenTrader service, which tracks a number of market indicators and historical patterns.  Jason Goepfert also posts intraday comments and an email summary.  Below is his chart of the Investors Intelligence sentiment survey, which shows the bulls declining of late.  Note that the chart, which captures 1998 - 2007, nicely shows how points of low bullishness have been excellent buying opportunities. 
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Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1439.00;  R1:  1442.50;   R2:  1446.50;   S1:  1435.00;   S2:  1431.50
 

We closed near the day's volume weighted average price of 1439 in the ES futures, placing us in a neutral trending mode, as the market has been oscillating around this level.  Buying dominated in the broad market, with the Adjusted TICK ending at +355.  This was also reflected in the fact that we actually had more advancers than decliners on the session despite weakness in the afternoon.  We saw net selling for the third consecutive session in the Institutional Composite, which finished at -231.  Demand dropped to 51; Supply also dipped to 64.  New 20 day highs dropped to 1216; new 20 day lows rose to 610.  Institutional momentum fell to +520, with 13 issues in intermediate term uptrends and 4 in downtrends.  I'm concerned about the underperformance of the NQ and ER2 in recent trade and the continued divergences as the Dow has made new highs.  If buying cannot take us back above the 1439 pivot--and especially if we continue to see relative weakness among the smaller caps-- my leaning will be to sell this market for tests of Wednesday's lows/S1 and S2.  If we get early selling that holds above the Wednesday lows, that would have me buying for a move back to that 1439 level.  I need the market to show me--with enhanced volume and a buying or selling skew in the TICK and volume at bid/offer--that we can sustain a directional move before abandoning the strategy of fading moves at range extremes.  
 

January 17, 2007
Ideas:
TraderFeed examines what happens when technology outperforms energy.
Tuesday's morning market commentary.
Charles Kirk, looking in the rearview, with the best insights from 2003.  This will be a fine series.
China's market as a surprising proportion of its GDP:  Seeking Alpha.
 

Links:
Roundup of Canadian financial blogs from Larry MacDonald via InvesLogic.
Tuesday links from Abnormal Returns, including fascinating piece on the neuropsychology of consumer purchases.
Trader Mike's links, including interesting article on how liquidity is affecting investing.
 

Trading:
Options trading in INTC ahead of earnings, from Adam Warner.
How stocks perform during earnings season: The Big Picture.
Interesting real time commentary service using Market Profile.
Tracking oil stocks vs. crude oil:  Ticker Sense.
Carl Futia looking for higher prices.
Top ten stocks and who's buying them:  StockPickr.
Traders have become more bullish:  TheStreet.com
 

Market Perspective:
Selling Pressure...But Price Holding Up - I find a short-term oscillator of the Adjusted TICK and the Institutional Composite to be useful in identifying market highs and lows.  So far, we've gotten selling in both measures (meaning that traders have been hitting bids in the broad market and in the large caps), but price has held up well.  That leads me to believe we could see new bull highs on the next round of buying.  The charts cover 12/7/06 - 1/16/07.  The red line is ES futures for the first chart; the ES futures are the blue line in the second chart.
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Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1438.75;  R1:  1441.25;   R2:  1444.50;   S1:  1435.50;   S2:  1433.00
 

We closed near the day's volume-weighted average price of 1438.75 on Tuesday, continuing the market's short-term uptrend.  Selling dominated the session, with the Adjusted TICK finishing at -310 and the Institutional Composite ending at -346 (see above).  Demand dipped to 70; Supply rose to 66.  New 20-day highs actually rose on the session to 1650; new 20-day lows also rose to 490.  Among the stocks in my large cap basket, 13 finished in intermediate-term uptrends, 3 in downtrends, and 1 neutral.  This gives us an Institutional Momentum score of +740, a figure that has steadily risen over the past week.  I will be watching carefully to see if we can hold above the Tuesday lows during early trade on Wednesday.  If so, I'd be buying weakness and looking for a move back to the pivot level and R1.  If buying fails to materialize during early trade, I'll be looking for a test of Tuesday's lows and S1.  Overall, momentum and strength are holding up well during the market selling and volume has been modest on the selloffs, leading me to believe that we could see new highs in the S&P in coming days.      
 

January 16, 2007
Ideas:
Setting price targets for short-term trades: TraderFeed.
Trading notes for Monday.
The Trader Performance page takes a look at structuring your trading.
New links have been added to the Trader Development page.
New articles have been posted to the Articles page.
Market valuation and sentiment:  A Dash of Insight
Yaser Anwar on intermarket relationships.
 

Links:
Blog links from FT Alphaville.
 

Trading:
Trade Ideas on setting volatility based targets via Trader Mike.
Simulated trading to build positive patterns:  Trade for Life.
Opportunity in the Canadian dollar:  Kevin's Market Blog.
 

Market Perspective:
Momentum - This chart from Decision Point illustrates a common topping pattern, with peaks in momentum preceding price peaks.  We've had excellent buying opportunities when the percentage of S&P 500 stocks trading above their 50-day MAs has been below 20%.
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January 15, 2007
Ideas:
A psych perspective on letting profits run:  TraderFeed.
Trading with pivot points:  TraderFeed.
Surprises in store for 2007:  The Big Picture.
Fixed income ETFs:  Seeking Alpha.
 

Links:
Great weekend linkfest from Barry Ritholtz, who notices polarization into bull and bear camps. 
Links of the week from Market Speculator, including interesting post on RSI.
Adam Warner's links, including the worst ETF of all.
Charles Kirk's regular blog updates; nice way of keeping on top of new posts.
Sunday links from Abnormal Returns, including fascinating map of global distribution of income.
 

Trading:
Excellent overview of how Trader Mike trades.
Using correlation in trading:  The Kirk Report.
James Altucher on buying banks the Mad Money way.
And some of Jim Cramer's thinking for the week.
Week in review from Bill Cara, including ETF performance.
Breakout charts from The Dogwood Report.
 

Market Perspective:
Update on New Highs - Friday brought further gains for the major averages, but I note that new 20 day highs actually dipped from 1296 to 1283 and new 65-day highs dropped from 709 to 696.  New 52-week highs dropped from 66 to 58 among the S&P 500 stocks and from 36 to 31 among the S&P 600 small caps.  Among NASDAQ 100 stocks, new 52-week highs stayed constant at 14.  Given that Friday also saw fewer stocks closing above their upper volatility envelopes, I will be watching carefully to see if this recent rally is losing steam. 

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1436.83;  R1:  1445.42;   R2:  1450.08;   S1:  1432.17;   S2:  1423.58
 

We closed well above the day's volume weighted average price of 1435.25 in the ES futures on Friday, sustaining the short-term uptrend.  Buying dominated the broad market, with the Adjusted TICK at +425, but we saw net selling among the large caps, with the Institutional Composite finishing at -250.  Demand fell to 90; Supply rose to 32.  New 20-day highs dipped to 1283; new 20-day lows also dropped to 430.  Among the stocks in my large cap basket, Institutional Momentum rose to +680, with 13 issues in intermediate-term uptrends and 4 in downtrends.  My primary scenario for Monday's holiday-shortened session is to watch for a test of Friday's highs and, if we do not see broad participation and a move above R1, fade the strength for a return toward Friday's pivot level.   
 

January 12, 2007
Ideas:
TraderFeed looks at four overlooked qualities of successful traders.
Thanks to Larry Nusbaum for pointing out this excellent post from Crossing Wall St. on long-term performance as a function of market cap.
Big Picture:  How currency translations affect market returns.
Roger Nusbaum comments on ETF trends: Seeking Alpha.
 

Links:
Thursday links from Abnormal Returns, including interesting post on momentum effects.
Blog watch from James Altucher, including link re: CEOs who make $1.00 per year and a pure play on global warming.
 

Trading:
Nice how-to:  Charles Kirk on his stock screening routine.
Trader Mike tracks the pop in the averages and the weakness in oil.
David Gaffen on tech leading the way.
Interesting free charting app.
 

Market Perspective:
Divergences? - We have yet another new high in the Dow, and also a multi-year high in the NASDAQ.  So how do the new high/new low stats look at this juncture?  We hit 66 new annual highs among the S&P 500 stocks on Thursday, up from last week, but down from over 80 earlier in the rally a few weeks back.  Only 36 S&P 600 small cap issues made 52-week highs on Thursday, down from over 80 a few weeks back.  We had 14 annual highs among the NASDAQ 100 Index, about the same level as several weeks ago (but down from earlier in 2006).  Interestingly, only 6 of the Dow 30 Industrials made new 52-week highs, down from 12 a few weeks ago.  Once again, we're seeing selectivity in the rally.  I'll be watching carefully to see if we get signs of broadening out.   

 

Market Synthesis:  

Bottom Line:  Following Wednesday's breakout move in the NASDAQ, the S&P broke out to the upside on Thursday on solid buying.  Very interesting cross-currents here, with dollar strength, oil weakness, rising interest rates, and increased interest in tech, decreased interest in emerging markets.  I need to see evidence of waning momentum before thinking about fading this rally.  As long as we see higher price highs and an expanding number of stocks making new highs, buying weakness remains the preferred intraday strategy. 
Thursday's market moved higher on strong buying before a bit of selloff late in the session.  We closed near the day's average price of 1431.5 in the ES futures, joining the NASDAQ in a short-term uptrend.  Buying dominated both the broad market, with the Adjusted TICK at +296, and the large caps, with the Institutional Composite at +273.  Demand rose strongly to 155; Supply fell to 28.  New 20-day highs rose to 1292; new 20-day lows fell to 583.  Among the stocks in my large cap basket, Institutional Momentum rose to +580, with 13 issues in intermediate-term uptrends and 4 in downtrends.  Clearly, we have positive momentum and strength, suggesting decent odds of following through and testing Thursday's highs on Friday.

 

January 10, 2007
Ideas:
TraderFeed begins a look at a coding system for bull and bear days and what it tells us.
Here's Tuesday's transcript of market comments.
This is an absolutely phenomenal post on money supply and recessions from Mish (via InvesLogic).
Wow!  A tabulation of the top 1000 Yahoo! message boards (top right on home page) from Instant Bull.  See also their cloud of popular ticker searches: nice guide to what's hot.
Great point from ETF Trends: ETFs will become retirement vehicles, with expanding offerings.
Thanks to InvesLogic for the link to this post on nanotechnology and cancer drug delivery.
Fed Vice Chairman on the topic of soft landing: Seeking Alpha.
 

Links:
Tuesday links from Abnormal Returns, including an excellent analysis of bull and bear phases of markets.
Altucher's blog watch, including a link to stocks rising on high volume.
 

Trading:
Excellent, creative research from Declan Fallond using Trade Ideas data.
Stocks near their historic lows in P/E:  The Kirk Report.
Trading ideas from Flying Wabbit.
Articles and a Forex blog from Grace Cheng.
24/7 Wall St. begins detailing price targets for the sixty most widely traded stocks (via InvesLogic).
David Gaffen tracks the downgrading of Sprint Nextel.
Yaser Anwar on recession, uranium, a pairs trade, and more.
Overbought and oversold ETFs from Ticker Sense.  Also see their list of stocks with earnings on tap.
Always a bull market somewhere: Bill Rempel.
Between the Hedges notes continued commodity and emerging market weakness.
 

Market Perspective:
Momentum Update - We continue to see momentum tail off, with 66% of S&P 500 stocks now trading above their 50-day moving averages.  Only 50% of S&P 600 small caps are trading above that level and 54% of S&P 400 midcaps.  The Dow remains relatively strong, with 77% of its issues above their 50-day MAs; the NASDAQ 100 shows 68% of stocks above their benchmark, down from about 90% earlier in the market's rally. 

 

Market Synthesis:  

Bottom Line:  We tried pushing above the recent resistance in the NASDAQ, but couldn't quite hold.  I'm continuing to treat this as a multiday trading range and need the three big averages--Russell, S&P, and NASDAQ--to show me that they can hold new highs.  Otherwise, fading the edges of the range will continue to be the preferred strategy, as we're getting nice intraday movement. 
Tuesday's market moved lower in the morning before rallying and closing near its day's average price of 1420 in the ES futures.  Note that the average trading price in ES has been within a couple of points over the past three trading sessions, forming a clear trading range.  Buying was solid in the broad market, with the Adjusted TICK ending at +256, but the reading was more neutral among the large caps, as the Institutional Composite finished at -55.  Demand rose to 76; Supply fell to 51.  New 20 day highs rose to 794; new 20 day lows dipped to 1262.  Among my large cap basket, Institutional Momentum dropped to +300, with 11 stocks in intermediate-term uptrends and 6 in downtrends.  We need to see a clear expansion of new highs/lows on tests of the range extremes to generate a short-term directional trend.

 

January 9, 2007
Ideas:
TraderFeed looks at the emerging markets ETFs and finds a split personality.
Here is the transcript of Monday's morning market comments.  Each day I'm trading actively, I will attempt to post a few comments about the day's trading and at least one take-away lesson from the day.
David Gaffen on the market's recent streak and what the start of January portends for the year.
China and the trade deficit, via InvesLogic.
The Big Picture on the yield curve.
Thanks to Trader Mike for linking this post on keys to success.
The frontier of emerging markets:  Seeking Alpha.
Marc Faber sees a correction in equities.
Opportunity in commodity markets:  Seeking Alpha.
 

Links:
Links from Daily Options Report, including fading XLE.
Link dump from The Kirk Report, including several perspectives for 2007.
Altucher's blog watch, including the top stocks generating messages on the Yahoo! boards.
 

Trading:
Charles Kirk on what top mutual funds are buying.
James Altucher on Bill Miller's comeback and what he's buying.
Roger Nusbaum on commodities ETFs.
Clueless Q Trader on adjusting trading style to your risk tolerance.
Adam Warner's take on biotech and vol.
Short-term Trading tracks many of the weak sectors in the recent market.
 

Market Perspective:
Anatomy of a Market Breakout - I will try to post patterns that stand out from the previous day's trade to help traders become more sensitive to their appearance in real time.  Remember: the first number within the bar is the number of contracts traded at the bid; the second is the number traded at the offer.  The bar turns red when more volume is hitting bids; green when more volume is lifting offers.  The numbers at the bottom X axis are 15-minute volume readings for the ES contract and, below that, the net number of contracts transacted at the bid vs. offer during that 15-minute bar.  Along the left Y axis is the volume traded at each price.  You can see that selling dried up before we could get below the value area (the price region where most volume has transacted), and that made the buyers bold.  A second wind of buying occurred on the break above the 11 AM bar.  Note how volume expanded on the buying, showing you that it was real.  The chart is from Market Delta. 
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Market Synthesis:  

Bottom Line:  Flat going into Tuesday.  We got expected weakness early in the session, but a number of sectors showed relative strength.  When the laggard small caps picked up on strong buying, it was pretty clear that we put in a low for the day.  A second burst of buying in the early afternoon (see above) took us to highs for the day before selling off a bit.  This sets up a trading range defined by the highs of Friday and Monday and Monday's lows.  My initial leaning will be to the sell side if buying dries up without sustaining a move above the range highs; when markets close near their day's highs on improved momentum, the odds of trading above those highs the next day are quite high.  The question is whether we can sustain those highs, and I expect the usual indicators to provide decision support. 
Monday's market opened weak, but bounced when we saw relative strength in several sectors.  We closed nicely above the day's average price of 1418.5 in the ES futures, placing us in a neutral trending mode.  Buying led the way in the broad market, with the Adjusted TICK ending at +292; we also saw net buying in the large caps, with the Institutional Composite finishing at +178.  Demand rose to 66; Supply fell to 61.  New 20 day highs rose to 661; new 20 day lows fell to 1393.  Among the large cap stocks in my basket, 11 finished in intermediate-term uptrends, 6 in downtrends, lifting the Institutional Momentum score to +380.  Clearly, we continue to see better intermediate-term momentum among large caps than small and midcaps.  Note important resistance in the NQ around 1816; I'll be looking carefully to see if we're able to sustain the upside momentum and a rise above that level.  If not, I expect at least a trade back toward Monday's average price.

 

January 8, 2007
Ideas:
TraderFeed examines reversal weeks in the Dow and what tends to follow.
The Trader Performance page looks at intermarket historical patterns among ETFs and diversification of trading strategies.
Chopping the REIT universe into sectors with ETFs:  Seeking Alpha.
Ticker Sense looks at whether January is an accurate indicator for the year.
The inverted yield curve and what it means:  Seeking Alpha.
Update on India's market in the wake of recent emerging markets weakness:  Seeking Alpha.
 

Links:
Sunday links from Abnormal Returns, including an interesting one on low rates of savings in the U.S. and what that means.
Some excellent housing links--and much, much more--from The Big Picture.
Lots of good weekend reading from Paul Kedrosky.
Blog insights from RealMoney, including a look at two kinds of bond selloffs from Tony Crescenzi.
 

Trading:
Trader Mike tracks the technical damage to the market.
Jim Cramer's top 3 speculative picks for 2007, via StockPickr.
Brian Shannon sees us entering a trendless environment.
StockPickr tracks the Amana Fund and its holdings, which makes investments based upon Shariya (Islamic law).  
Yaser Anwar takes a look at SLB.
 

Market Perspective:
Weakness in the broad market - The 1505 new 20-day lows that we recorded on Friday was the most we've had in quite a few months, eclipsing the 1285 new 20-day lows from 12/19.  It's reflecting the weakness we've been seeing among small and mid cap issues.  We're seeing about six times as many stocks displaying significant downside momentum as upside momentum as of Friday's close (see below), a situation that generally leads to further near-term weakness.  Markets tend to rally when selling dries up, not when it's expanding. 

 

Market Synthesis:  

Bottom Line:  Flat going into Monday.  Well, I looked for signs of selling drying up on Friday, but the intraday setups were all to the sell side, as volume increasingly hit bids in the ES and the adjusted NYSE TICK became persistently negative, leading to further market weakness.  Though bearishness seems to be widespread among the traders and blogs I'm encountering, my initial expectation is for follow through selling on Monday and at least a test of Friday's lows.  (See the Trader Feed post linked above re: reversal patterns in the Dow).  As always, however, these expectations will have to be confirmed by actual volume flows as the market is trading.  
Friday's market saw steady selling, taking us to multi-day lows.  We closed below the day's average price of 1419 in the ES futures, setting up a bearish short-term trend.  Selling was extensive in the broad market, with the Adjusted TICK ending at -649.  We also saw net selling among the large caps, with the Institutional Composite finishing at -126.  Remember what these numbers mean:  Negative values mean that we're seeing more trades occurring at the market bid than the market offer across a large number of stocks.  Very tough to make money on the long side when those balances stay negative.  Demand (index of the number of stocks with significant upside momentum) fell to 28; Supply (index of the number of issues with significant downside momentum) rose to a very high 179.  New 20-day highs fell to 535; new 20-day lows rose to 1505 (see above).  Among my basket of large caps, Institutional Momentum has fallen to +40, with 9 stocks trading in intermediate-term uptrends and 8 in downtrends.  As long as we see day-over-day price lows and an expansion in the number of stocks registering fresh short-term lows, the short-term trend will remain to the downside.

 

January 7, 2007
Ideas:
TraderFeed looks at oil and stock prices and what happens next. 
Beginning the change process: second in the series on brief therapy.
Asset class investing for all markets: Seeking Alpha.
Michael Panzer sees growing illiquidity in world markets.
California housing hard hit: Seeking Alpha.
 

Links:
Blog updates from InvesLogic.
Weekend reading from the NYSE Scalper.
Another great weekend linkfest from Barry Ritholtz.
 

Trading:
Clueless Q Trader takes a longer-term look at the Dow.
Thoughts about trading from Kevin.
Friday wrap from Jason Ng.
 

Market Perspective:
Momentum Update - Even the large caps have been losing momentum in this market.  We're seeing 63% of S&P 500 stocks trading above their 50-day moving averages, down from close to 90%.  Only 48.5% of S&P 600 small caps and 53% of S&P 400 mid caps are trading above their 50-day moving averages.  The Dow remains relatively strong, with 73% of its stocks above the MA benchmark.  Only 10% of S&P energy stocks are above their MAs, however--another reflection of commodity weakness.     

 

January 6, 2007
Ideas:
TraderFeed begins a series on applications of psychology for the mentally well and what they mean for trading--and life--performance.
A reader kindly brought this biofeedback product to my attention.  Looks like an interesting application for training physical and emotional self-control.
Great post on beating the spinoff ETF from James Altucher.  Folks, this is how the pros think: unique ideas in unique niches.
ETF trends for 2007:  Seeking Alpha.
Full capacity at Toyota and Honda:  Seeking Alpha.
 

Links:
Altucher's Friday blog watch, including a great example of valuation analysis.
Friday links from Abnormal Returns, including interesting piece on corporate underinvestment.
 

Trading:
Charles Kirk passes along an indicator tally from SentimenTrader.
Great post on the drop in China's market from MaoXian.
How Trader X does it.
Thanks to Trader Mike for pointing out the Headline Charts site, which notes a key reversal week.
The weekly scoreboard from Between the Hedges makes it clear: the speculative sectors (commodities, emerging markets) have gotten hit hard during this first week of the year.  That also includes the small caps.
 

Market Perspective:
More On The Break in Commodities - This chart shows oil (yellow) leading the commodity decline.  Note how we can view the individual commodities as "sectors" within the broad commodity index (DBC; red) and observe trends, divergences, etc.  How will a commodities bear market impact inflation and market valuations (the Between the Hedges blog has an interesting take on this in their last update from Friday)?  How will restrained commodities prices impact the relative performance of resource-based economies vs. resource-importing countries?  Much food for thought.
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January 5, 2007
Ideas:
TraderFeed examines what happens after periods of high flux in markets.
When energy is down, will stocks go up?
Excellent, excellent integration:  The StockTickr service now interfaces with Trade Ideas, so that users can screen for stocks and automatically share their watchlists and screens with selected other users in real time.  Sweet.
Still more fine resolutions from The Kirk Report.
Equity ETF diversification does not necessarily reduce risk: Seeking Alpha.
Larry Nusbaum's take on tax liens.
Jubak:  Outsourcing on the decline?  
Forecasting the jobs report: A Dash of Insight.
 

Links:
Random links from Daily Options Report.
James Altucher's blog watch, including his post on the QQQQ Crash Plus system.
Thursday links from Abnormal Returns, including several on funds.
 

Trading:
Justin Lenarcic can't find strong sectors and makes the case for a hedged strategy.
Check out Chris Perruna's stock of the day feature.
Money and Metals on the commodity selloff via InvesLogic.
Abnormal Returns on the democratization of stock picking.
Yaser Anwar examines the brokers.
 

Market Perspective:
The Break in Commodities - This chart from Decision Point says it all: there has been a major shift in the dynamics of the bull market.  Interesting to speculate which sectors and markets will benefit and which will be most vulnerable.  Note the recent drop in South African shares, for example, as well as the decline in energy stocks. 
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Market Synthesis:  

Bottom Line:  Flat overnight.  We held at the previous day's lows on Thursday, setting up a wide trading range between those lows and the 1440 resistance area referenced earlier with respect to the ES futures.  My expectation is that we'll probe the top end of that range in coming sessions, which will have me leaning toward the long side on Friday on any selling that dries up above the Thursday afternoon lows.  
Early weakness gave way to a solid rally that sold off just a bit late in the session.  We closed nicely above the day's average price of 1424.25 in the ES futures, placing us in a wide trading range.  Buying was very strong in the large caps, with the Institutional Composite finishing at +575.  We also had solid buying in the broad market, with the Adjusted TICK finishing at +271.  Demand fell to 69; Supply also fell to 72.  I will be tracking the distribution of the TICK on Friday; the positive shift in that distribution Thursday nicely caught the market rally off the lows.

 

January 4, 2007
Ideas:
TraderFeed looks for patterns among large opening gaps to the upside.
The Trader Performance page links the Peak Performance seminar sponsored by the Merc and outlines my trading goals for 2007.
Excellent New Year's resolutions from Charles Kirk.
Barry Ritholtz on 2006 global returns.
Ad cutbacks at Google: 24/7 Wall St.
David Gaffen passes along surprises for 2007 from Byron Wien.
Starmine weights the predictions of accurate forecasters to anticipate earnings surprises.
 

Links:
Wednesday links from Abnormal Returns.
 

Trading:
Trader X on the market's technical difficulties.
Random Roger on diversification.
Trader Mike charts the volatile day that went pretty much nowhere.
Turtle Soup plus one and Force Index setups from Paolo Pezzutti.
 

Market Perspective:
Strength--And Weakness - With the market rise on Wednesday AM, we had 1462 stocks make new 20-day highs on the day.  But with the steep market drop, we also had 1155 issues make new 20-day lows on the day.  Indeed, the only time since October, 2002 (N = 1059 trading days) that we've had more than 1000 new 20-day highs *and* lows in a single session was January 3, 2006.  The market moved higher over the next five trading sessions by about 1.7%.  Overall, however, since 2004, when new 20-day highs are greater than 1000 and new 20-day lows are greater than 700 (N = 13), the next 20 days in SPY have been down by an average of -1.58% (4 up, 9 down).  (Interestingly, 3 of the 4 up occasions were the most recent three occurrences during July, September, and October, 2006).      

 

Market Synthesis:  

Bottom Line:  We saw serious institutional selling once it became clear that the market could not break above the 1440 resistance in the ES.  We bounced hard off the lows for the day, but it's hard to be bullish about a market in which one average (Dow) makes a high by itself and everything else fails to confirm.  The rally is becoming increasingly selective--not usually a sign of continuation.  I'm flat overnight; my leaning is to sell into morning strength below Wednesday's average price for an anticipated test of Wednesday's lows. 
An early rally failed to break resistance and heavy selling swamped the market before a late bounce left us close to unchanged on the day.  We closed below the day's average price of 1429.75 in the ES futures, initiating a short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK ending at -274, but we saw buying in the large caps, with the Institutional Composite finishing at +257.  Demand rose to 122, but Supply also was quite high at 125.  What this means is that we are seeing significant upside *and* downside momentum among stocks (see note above re: new highs/lows).  New 20 day highs rose to 1462, but new 20 day lows also rose to 1155.  Institutional Momentum bounced higher to +400, with 12 stocks in my large cap basket in intermediate-term uptrends and 5 in downtrends.  In a nutshell, small caps, midcaps, and NASDAQ stocks are notably weak, but we see relative strength among the large caps.  As long as we see these divergences during periods of market strength, it is going to be difficult to follow through on those moves.  

 

January 3, 2007
Ideas:
TraderFeed finishes the 2006 review with more posts on trading psychology and performance.
Good overview of REITs: Seeking Alpha.
Favorite blogs from Value Blog Review.
A look at ATT and telcos from Yaser Anwar.
 

Links:
Tuesday links from Abnormal Returns, including a bullish perspective from Jim Cramer.
 

Trading:
Great end of week review from Bill Cara, including a comment re: money flow.
Trader Mike finds some bearish charts.
Beginning of the year posts and thoughts from Trader X.
Returns from foreign vs. domestic ETFs: Seeking Alpha.
Returns from market sectors in 2006: David Gaffen.
 

Market Perspective:
Mixed Signals From Advance-Decline Lines - While the AD lines specific for the NYSE Composite stocks and the S&P 500 stocks have been making bull market highs, the lines for the S&P 600 small caps and the S&P 400 midcaps have not broken above their May, 2006 highs.  The AD line for the NASDAQ 100 stocks has actually been in a downtrend since December, 2004.  The excellent chart from Decision Point shows how we've also gained little ground in the AD line for the small caps since December, 2004. 
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Market Synthesis:  

Bottom Line:  After ending the last week of the year on a down note, it looks as though we'll get an upside gap open on Wednesday.  I'll take a look at how such gaps have behaved in the Wednesday AM TraderFeed post.  For now I'm looking at last week's lows as a springboard, first for tests of resistance around 1440 in ES and then for the bull highs in the large cap indices.  A failure to sustain a move above that 1338-1440 resistance area across the various averages would be a distinct negative for bulls, setting up a wide trading range with last week's lows.  My expectation, however, is that the downmove that hit a momentum low on 12/19 and which has seen progressively fewer new 20-day lows since that time represents a drying up of selling that will lead to a test of the bull highs.  
We saw selling on the last trading day of the year, closing below the day's average price of 1432.25 in ES and continuing the neutral trending mode.  Selling dominated the large caps, with the Institutional Composite finishing the day at -402.  We also saw selling in the broad market, with the Adjusted TICK ending at -177.  Demand fell to 54; Supply rose to 120.  New 20-day highs fell to 820; new 20-day lows rose to 587.  Among the stocks in my large cap basket, 11 finished in intermediate-term uptrends; 5 in downtrends, and 1 neutral.  Institutional Momentum dipped to +300.  A move above the day's highs that expands the number of stocks registering 20-day highs would return us to a bullish short-term mode.

 

January 2, 2007
Ideas:
TraderFeed continues the 2006 review of trading psychology and trader performance posts.
I don't normally link material from subscription sites, but this is worthwhile.  Jason Goepfert has an excellent analysis in his SentimenTrader service that shows who is hedging in the current market.
Insider selling noted by The Big Picture.
Useful posting of equity inflow/outflow data.
Coming new ETFs: Seeking Alpha.
Sharp Brains is offering a guide to brain fitness.
 

Links:
Yet another fine link dump from Trader Mike.
Popular blog articles from InvesLogic.
 

Trading:
Zen Trader finds danger signals from options.
Most popular stocks and themes from 2006: Seeking Alpha.
Jubak:  Five ETFs for 2007.
High yielding bank stocks: StockPickr.
 

Market Perspective:
Parabolic Rise - The NYSE Composite shows strength in the broad market that isn't evident in a long-term chart of the S&P 500 Index or NASDAQ 100 Index: 
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January 1, 2007
Ideas:
TraderFeed reviews trading psychology and trader performance posts from the first half of 2006.
Very interesting: ETFs as a disruptive technology:  All About Alpha.
Large stocks within sectors have been outperforming:  Ticker Sense.
Hot and cold Web 2.0 companies: Paul Kedrosky.
Slowing earnings growth?  Crossing Wall Street.
 

Links:
More from Trader Mike's excellent link dump.
Sunday links from Abnormal Returns, including some good 2006 perspectives.
Big New Year's linkfest from The Big Picture.
Larry Nusbaum's Sunday links.
 

Trading:
Adam Warner on Theta and what it means for options trading.
Bill Rempel makes a bullish case.
Year end forecasts from Carl Futia.
 

Market Perspective:
The Bull Market In Energy - The Decision Point chart clearly shows the bull market in the energy sector.  One less appreciated perspective: energy companies account for a significant percentage of the markets of many emerging countries, helping to support their outperformance.  These stocks have held up well during crude oil's drop since the summer (see lower chart), which makes me wonder how they'd perform if we got a pickup in world economy growth and renewed upward pressure on oil prices.  
[image: image15]
 

[image: image16]
 

