February 28, 2005 

The market continued its short-term uptrend on Friday, closing well above its average price of ES 1207.  Buying dips that remain above the day's average price remains the operative strategy.  Buying was very strong, with the adjusted TICK at +719 and the Institutional Composite at +500.  Demand rose strongly to 141; Supply fell to 27.  New 20 and 65 day highs rose to 1068 and 682; new 20 and 65 day lows fell to 541 and 258.  All suggest strong short-term momentum.

In spite of this, we can see longer-term weakness in the cumulative lines for the adjusted TICK and the Institutional Composite.  New highs are lagging, both within my basket of large cap stocks, and across the broad market.  While the short-term trend remains bullish, I have doubts about the longer-term sustainability of the move.

February 27, 2005 

A nod of appreciation to Bob Kieffer (www.r7.com) and Bill Duryea (www.marketshaman.com) for inspiring this week's article dealing with the (self-inflicted) blindness that prevents traders from seeing the moves that are right in front of them.  All articles are archived here.

February 25, 2005 

Early selling held above the previous day's lows, and the market broke to the upside, shifting us to a bullish short-term trend and establishing a closing price well above the day's average price of ES 1194.  Buying was strong in the broad market, with the adjusted TICK ending at +461, but neutral among large caps, with the Institutional Composite at +28.  The cumulative lines for the NYSE TICK and Institutional Composite both suggest waning buying pressure.  We are also seeing waning strength in the money flow for my basket of stocks.  Demand was 94; Supply was 40.  New 20 and 65 day highs expanded to 670 and 307; new 20 and 65 day lows were 1046 and 358.  Buying dips that remain above the day's average price is the operative short-term strategy.

February 24, 2005 

The market held on morning weakness and then rallied in the afternoon, finishing above the day's average price of ES 1189 and shifting the short-term trend to neutral.  The adjusted TICK ended the day at +76, and the Institutional Composite closed at -247.  Our short-term TICK readings are at levels that, in the recent past, have corresponded to short-term momentum lows (not necessarily price lows) in the market.  Demand was 50; Supply was 48.  New 20 and 65 day highs were 475 and 283; new 20 and 65 day lows dipped to 1010 and 465.  We need to stay above the day's average price and see new highs, accompanied by an expansion of stocks making fresh short-term highs, to turn the short-term trend bullish.  A move below the average price would target the lows of the past two days.  

February 23, 2005 

The market fell on Tuesday, impacted by the falling dollar, rising interest rates, and rising commodity prices (most notably crude oil).  This continued our short-term downtrend, as we closed well below the day's average value of ES 1194.  Selling was heavy, with the adjusted TICK at -1102 and the Institutional Composite at -422.  The Cumulative TICK Line continues to show weakness and, indeed, caught important divergences at the recent highs.  Demand was 27; Supply soared to 176.  This means that about six times as many stocks are showing negative vs. positive momentum.  New 20 and 65 day highs rose to 982 and 584; new 20 and 65 day lows mushroomed to 1393 and 649.  The latter is the highest number of new lows for 2005.  We are also seeing expanding numbers of new lows within my basket of stocks.  Selling bounces that remain below the day's average price remains the operative strategy.

February 21, 2005 

Friday's market extended lower before bouncing late in the day, continuing the short-term downtrend.  We closed near the day's average price of ES 1201; so far we've seen three consecutive days of lower average price levels.  As interest rates have jumped over the past several days, we've seen much more selling among small and midcap stocks than among their large counterparts.  The adjusted TICK of -676 contributed to a continuing decline in the Cumulative TICK line.  The Institutional Composite, tracking supply and demand among large cap issues, closed at -60; its cumulative line is much stronger.  The broad market weakness shows up in Demand, which at 32 is much weaker than Supply at 107.  New 20 and 65 day highs dropped to 722 and 418; new 20 and 65 day lows greatly expanded to 690 and 318.  The latter is the weakest figure since late January.  We need to see a positive Demand/Supply balance and higher highs in the market to establish an uptrend.  Although large caps are trading in a more rangebound fashion, the overall market is showing weakness.

February 18, 2005
Note:  Next Weblog entry will be Monday, February 21st.  Enjoy the holiday!
The market broke below recent support around ES 1206, grinding lower for much of the session.  This turned our short-term trend bearish, as we closed below the day's average price of ES 1205.  Selling dominated in the broad market and among large caps, with the adjusted TICK at -468 and the Institutional Composite at -266.  Demand dropped to 34; Supply soared to 109.  New 20 and 65 day highs were 1004 and 606; new 20 and 65 day lows rose to 465 and 228.  Selling bounces that remain below the day's average price is the operative strategy for Friday AM.

February 17, 2005
The market stayed within its range for most of Wednesday, returning us to a neutral short-term range.  Note the very recent bounce in interest rates, weakness among banking and other financial stocks (as well as small cap and tech issues), and relative strength among large caps: this bears watching as a potential regime shift late in a bull market.  Meanwhile, we traded near the day's average price of ES 1209 for much of the day.  The adjusted TICK finished at +179; the Institutional Composite was -389.  Demand was 56; Supply was 60.  New 20 and 65 day highs dipped to 1047 and 603; new 20 and 65 day lows rose to 418 and 207.  Weakness among new highs was also evident at an intraday level.  This continues to look like part of a topping process, with increasingly selective strength compared to the late December highs.

February 16, 2005
The market broke to fresh highs in Tuesday's trade, only to fall back to the prior range before rallying at day's end.  The action turned the short-term trend cautiously bullish, although we closed below the day's average price of ES 1210.  The adjusted TICK closed at a neutral -19 and the Institutional Composite was mildly skewed toward sellers at -108.  Demand was 63; Supply was 53.  New 20 and 65 day highs were marginally higher at 1229 and 689; new 20 and 65 day lows rose slightly to 381 and 172.  Buying dips that remain above the day's average price is the operative strategy; a move below Tuesday's lows that expands the number of stocks registering fresh new lows would shift the short-term trend to bearish.

February 15, 2005
The market traded in a narrow range on Monday, shifting the short-term trend to neutral and closing near the day's average price of ES 1206.  Buyers and sellers were pretty much in a standoff in the broad market, with the adjusted TICK at +52.  Buying was more evident in the large caps, with the Institutional Composite at +214.  The Composite has been positive eight of the ten trading sessions in February, and the adjusted TICK has been positive seven of ten.  My breakdown of the Composite, which separates institutional selling from buying, suggests that the strength is more due to the absence of selling pressure than the presence of strong buying--a dynamic not normally associated with vigorous trends.  Demand closed at 55; Supply was 40.  New 20 and 65 day highs ended at 1207 and 685; new 20 and 65 day lows were 361 and 159.  Note the continuing lag in the number of new highs.  We will need to see a break above or below Monday's extremes, accompanied by an expansion in the number of stocks making fresh new highs/lows, to move to a directional trend.  I will look to fade moves toward the extremes that fail to expand new highs or lows.

February 14, 2005
Friday's market broke to the upside on very strong buying, shifting the short-term trend to bullish.  We closed well above the day's average price of ES 1203.5; buying dips that remain above the average price is the strategy for early Monday.  Buying was evident in the broad market, with the adjusted TICK at +479, and among the large caps, with the Institutional Composite at +302.  The Cumulative TICK Line continues to lag, however--something I will be looking closely at during Monday's trade.  Demand expanded to 98; Supply was 44.  New 20 and 65 day highs rose to 1280 and 649; these levels were well below the number of new highs reached during the prior week.  Weakness among new highs was also evident within my basket of stocks.  New 20 and 65 day lows dropped to 582 and 299.  While buying dips is the operative strategy, I continue to hold doubts as to the intermediate-term sustainability of this move.

February 12, 2005
Thanks to the many fine traders and aspiring traders who have expressed interest in our Kingstree Training Program.  Each month we get finer applicants who push us to continually hone our training of traders.  Hats off to traders who seek self-development and to firms that invest the resources to bring out the best in their traders.

This week's article focuses on identifying breakout moves in the equity index markets.  January's Weblog entries are linked above; articles are archived here.  

February 11, 2005
Large cap stocks stayed within a trading range on Thursday, but their smaller counterparts continued the prior day's weakness.  The market closed slightly above the day's average price of ES 1196, placing us in a neutral short-term trend once again.  Selling was evident in the broad market, with the adjusted TICK at -137, but buying in the large caps drove the Institutional Composite to +348.  We are beginning to see weakness in the Cumulative TICK Line, suggesting selling pressure at current levels.  Demand was 50; Supply was 78.  New 20 and 65 day highs dipped to 922 and 540; new 20 and 65 day lows rose ominously to 648 and 333.  We can see a clear intermediate-term trend of declining new highs, even as prices have hovered at bull market highs.  A break below Thursday's lows that expands the number of stocks registering fresh short-term lows would return us to a bearish short-term trend.

February 10, 2005
A break below Tuesday's lows took the market lower on Wednesday, as we closed well below the day's average price at ES 1197, turning our short-term trend bearish.  Selling dominated in the broad market and among large caps, with the adjusted TICK at -503 and the Institutional Composite at -246.  Demand was a weak 27; Supply soared to 131.  New 20 and 65 day highs dropped to 1096 and 602; new 20 and 65 day lows rose to 484 and 260.  Selling bounces that stay below the day's average price is the strategy going forward.

February 9, 2005
Tuesday's market continued the narrow, neutral range, closing again near the day's average price of ES 1203.  Buying was moderately strong in the broad market, with the adjusted TICK at +151.  The Institutional Composite was neutral at -16.  Demand dropped to 45; Supply was 53.  The Cumulative Demand/Supply Index is at levels normally associated with intermediate market tops.  New 20 and 65 day highs dipped to 1576 and 802; new 20 and 65 day lows rose to 405 and 196.  Fading moves to the two-day highs and lows that do not expand the number of stocks making fresh short-term new highs/lows is the operative strategy; we will need a breakout move that expands new highs/lows to establish a sustainable directional move.

February 8, 2005
The market traded in a narrow range on Monday, closing slightly below the day's average price of ES 1202.50 and shifting us to a neutral trading range.  We finished weak in the intraday trend measure.  Buying was moderate on the day, with the adjusted TICK at +71 and the Institutional Composite at +131.  Demand was 54; Supply was 42.  New 20 and 65 day highs were nearly unchanged at 1864 and 929; new 20 and 65 day lows were 324 and 143.  Buying dips that remain above the day's average price continues as the strategy going forward; a move below Monday's lows that expands the number of stocks registering fresh short-term lows would shift our short-term trend to bearish.

February 7, 2005
Friday's market powered above the previous day's highs, closing well above the day's average price of ES 1197 and shifting the short-term trend to bullish.  Buying was very strong across the board, with the adjusted TICK finishing at +818 and the Institutional Composite ending at +672.  The Cumulative TICK Line continues to make day over day highs and is in a clear uptrend.  Demand was 102; Supply was 29.  New 20 and 65 day highs soared to 1848 and 987; the latter is the highest level of 2005.  New 20 and 65 day lows dropped to 332 and 171.  Buying dips that stay above the day's average price is the operative strategy.

February 6, 2005
This week's article looks at the role of information processing in trading success.  All articles are archived here.

On a personal note, pointing the finger to acknowledge the pass that leads to a score:

Dislocation Photo - New site offering creative, affordable photography.  Site owner Jenny Sturgis has done great CD artwork for one of my favorite bands, Assemblage 23. 

Metropolis - Phenomenal catalog of music; the resource for industrial music/EBM. 

Intelligentsia - The best coffees in the world.  Period.

Edgy art, 130+ beat per minute music, and caffeine: how else to nourish body and soul during stretches of days that start at 3:40am?!  

February 4, 2005
The market was unable to surmount its previous highs during morning buying, setting up a drop below the previous day's lows before a rally brought us back into the range.  The result is a neutral short-term trend, with price oscillating around the day's average price, which finished at ES 1189.  We also finished neutral in the short-term trend measure.  Remember, in a neutral trend we are trading mean reversion, so we look to fade moves toward the range highs and lows unless we see an expansion in the number of stocks making new highs/lows on the move.  The adjusted TICK finished at a neutral -31; the Institutional Composite was moderately tilted to the buy side at +131.  Demand dropped to 41; Supply was 71.  New 20 and 65 day highs fell to 1164 and 637; new 20 and 65 day lows rose to 471 and 234.  Note the ominous pattern of weakening new highs over the intermediate-term.  

February 3, 2005
The market moved higher following the Fed news, sustaining the short-term uptrend and keeping prices above their day's average price, which finished at ES 1192.  Buying was strong both among large caps, with the Institutional Composite at +308, and in the broad market, with the adjusted TICK at +289.  The Cumulative TICK Line continues its upward slope, keeping us on the right side of this market.  Similarly, Demand continues strong at 84; Supply was 39.  New 20 and 65 day highs rose to 1593 and 795; new 20 and 65 day lows dipped to 348 and 166.  Interestingly, a couple of measures, the VIX and the Cumulative Demand/Supply Index, are at levels normally associated with relative market peaks.  I note also some tailing off of short-term new highs late in Wednesday's session, and the first failure of short-term trendiness peaks to make price highs late in the day.  While the short-term uptrend remains in force and buying dips that remain above ES 1189 is the operative strategy, some cracks in the bullish scenario may be emerging.

February 2, 2005
Our short-term uptrend continued on Tuesday, with the market trading above its average price throughout the day.  The average price closed at ES 1187; dips that remain above that level remain candidates for purchase.  Buying was strong once again in the broad market, with the adjusted TICK at +569.  The Institutional Composite finished at +98.  Demand was again strong at 102; Supply was 32.  New 20 and 65 day highs rocketed to 1507 and 737; new 20 and 65 day lows dropped to 371 and 177.  While the new highs are strong, they are well off their prior peaks.  The short-term trend is up and we have to be buyers while that is in force, but I am questioning whether this rally will be able to generate new bull market highs, given the relatively modest upside price action for the amount of buying pressure that we've seen.

February 1, 2005
The market opened higher due to overnight strength, but then traded in a narrow range through the day.  We largely stayed above the day's average price (which ended at ES 1180), continuing the short-term uptrend.  Buying was very strong in the broad market, with the adjusted TICK ending the day at +772.  Note that we have begun an upswing in the Cumulative TICK Line, consistent with an intermediate-term uptrend.  The Institutional Composite, tracking buying among large cap issues, finished at a modestly positive +130.  Demand was a very strong 154; Supply was 21.  New 20 and 65 day highs soared to 1079 and 564, both of which are the strongest figures in about a month.  New 20 and 65 day lows dropped to 461 and 207.  Buying dips that remain above the day's average price remains the operative strategy.

