February 28, 2006
TraderFeed finds an interesting edge in the relationship between energy stocks and the S&P 500.
Hope you caught the pattern today described in the Trading Markets article on patterns of first hour of trading.  Combining this pattern with the directional edge of the TraderFeed research makes for a nice combination.

More excellent links from The Kirk Report, including a couple of interesting ones on oil.
Monday's market broke to the upside, moving above the recent trading range before selling off in the late afternoon.  We closed slightly below the day's average price of ES 1296.5, remaining in a neutral trending mode.  A plurality of stocks traded in short-term uptrends and, among large caps, short-term highs outnumbered lows.  The Adjusted TICK ended at +194; the Institutional Composite registered its fourth negative reading in the last five sessions at -60.  Demand rose to 79; Supply fell to 48.  New 20 and 65 day highs rose to their highest levels since January at 1458 and 1006.  New 20 and 65 day lows dipped to 394 and 134.  Although we fell back into the trading range, the expansion of new highs is a positive for this market.

Sometimes the best indicators are the old tried and true ones.  The lack of new highs at the market's afternoon peak preceded the late selloff, as the chart below shows.

 

February 27, 2006
TraderFeed takes a step back and looks at a new research thrust: sequence analysis.

My upcoming Trading Markets article updates research on the first hour of trading and how often we make daily highs or lows in that first hour.
Friday's market traded in a range, closing slightly above the day's average price of ES 1290.5 and continuing the neutral trending mode.  A modest plurality of issues traded in short-term uptrends and new highs slightly outnumbered new short-term lows among large caps.  I am not seeing the kind of expansion of new lows that normally precedes a reversal, but neither are we seeing an expansion of new highs, particularly among the large caps.  Money flow is also tepid.  Demand rose to 66; Supply was 52.  New 20 and 65 day highs dropped to 994 and 682; new 20 and 65 day lows were 445 and 146.  The average price for the past three sessions has been 1292, 1291.5, and 1290.5; this is creating an intermediate-term trading range.

The most recent article on NASCAR and trading is posted to the Articles page.  An archive of my Trading Markets pieces is available here and a full archive of research postings is on the TraderFeed site.
February 26, 2006
TraderFeed returns to the Speculative and Non-Speculative stock universes and finds evidence for longer-term predictive horizons.

The Trader Performance blog looks at trading as a lean manufacturing process.
My latest book chapter appears in a text called Clinical Strategies for Becoming a Master Psychotherapist, and it deals with the role of novelty in therapeutic change.

Excellent perspective on recession from John Mauldin.
Wouldn't it be nice if your computer gave you alerts whenever you put on bad trades?

February 25, 2006
Here is the Trading Markets article on principles of performance from NASCAR pit crews.

TraderFeed uses the SOX and Stocks relationship to illustrate complexity in historical lead-lag relationship.

Interesting observations on Telecom and more from John Rutledge.

Excellent links once again on The Kirk Report.

Very interesting article on the physics of market crashes linked by Trader Mike.

I've received a number of favorable comments from traders interested in the brief therapy self-help manuals that will be part of my next book.  Thanks much.

February 24, 2006
Thursday's market moved higher during the day, only to sell off in the afternoon.  This left us below the day's average price of ES 1291.5 and returns us to a short-term neutral trending mode.  We're seeing diminishing short-term momentum in the broad market, but especially among the large caps.  The Adjusted TICK ended at -68; the Institutional Composite finished at a weak -398 (see below).  Demand dropped to 52; Supply expanded to 59.  New 20 and 65 day highs dipped to 1170 and 813; new 20 and 65 day lows rose slightly to 438 and 166.  We have returned to the prior trading range; the market's upward movement seems labored.

TraderFeed examines a different leading relationship; this one involving the brokerage house stocks and the S&P 500.
My upcoming article for Trading Markets will look at NASCAR performance as it relates to trading(!)

Here's a chart that speaks volumes.  The Institutional Composite is just what it says: it's a composite of buying pressure and selling pressure for a basket of stocks that are frequently traded by institutions.  When the cumulative sum of Composite values does not confirm market highs or lows, the odds of reversal are increased, because it means that more activity is occurring at the bid than the offer in those stocks (i.e., sellers are more aggressive).
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February 23, 2006
Wednesday's market opened mixed but moved steadily higher in mid-morning to close near its day's average price of ES 1292, returning us to a short-term uptrend.  A plurality of issues traded in short-term uptrends and new highs outnumbered new short-term lows among large caps.  The Adjusted TICK ended at a strong +567, and the Institutional Composite finished at +117.  Demand rose to 92; Supply dropped to 47.  New 20 and 65 day highs rose to 1240 and 884; new 20 and 65 day lows dipped to 420 and 134.  We made new highs for this move on the ES, but need to stay above the recent trading range to sustain the uptrend.

TraderFeed took a real time look at the SOX and Stocks and also stepped back to address core issues of trading psychology.
February 22, 2006
Tuesday's market opened higher, but sold off in the morning and staying lower for the afternoon.  We closed a bit below the day's average price of ES 1287, placing us in a neutral trending mode.  A plurality of issues traded in short-term downtrends and selling was evident across the large caps and the broad market.  The Adjusted TICK ended at -368, and the Institutional Composite finished at -179.  Demand was 67; Supply rose to 99.  New 20 and 65 day highs dropped to 1040 and 716; new 20 and 65 day highs rose to 457 and 159.  We dipped below the previous day's lows with an expansion of new lows; the average prices for the last three days has been 1286.5, 1289, and 1287.  A break below Tuesday's lows that expands new lows would initiate a short-term downtrend.  Absent that development, we are looking at a three-day trading range.

TraderFeed examines the relationship between "the SOX and the Stocks": the semiconductor issues and the S&P 500.
I had an enlightening talk with one of the principals of Trade Ideas, the screening software that sends out customizable alerts.  These range from alerts of stocks making new X minute highs or lows to alerts of changes in volume, price behavior, and even bid/offer status.  I will be reporting on my experience with Trade Ideas at greater length in the near future.  Suffice it to say right now that this is an excellent tool for monitoring multiple lead-lag relationships in real time, such as the one below.  

The relationship between the semis and broad stock averages also occurs on an intraday basis, as the chart below shows.  This nicely alerted us to the morning selloff.
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February 21, 2006
TraderFeed looks at weekly data and the relationship between the performance of Speculative Stocks and the S&P 500 Index.

I expect the Trading Markets article to appear Tuesday AM; it will begin a set of studies that I perform looking at international markets and their relationship to the major U.S. indexes.
Another interesting article on John Mauldin's site re: innovation.

I'll be talking with folks from Trade Ideas on Tuesday re: short-term applications of the program.  I hope to have good things to report right here.
Friday's market fell early, rebounded, and then dipped again, closing near its day's average price of ES 1289.  This continued the short-term uptrend, although most of the measures registered a bit of day-over-day weakness.  Intermediate-term momentum remains positive, but intermediate-term new highs among large caps remain tepid.  The Adjusted TICK was strong for the fourth consecutive day at +328; the Institutional Composite finished at +3.  Demand slipped to 66; Supply rose to 61.  New 20 and 65 day highs dipped to 1198 and 815; new 20 and 65 day lows were 333 and 116.  We continue to see higher prices, but a drop below Friday's lows that expands the number of stocks making new lows would end the uptrend.

February 20, 2006
My upcoming article for Trading Markets looks at Japan as a predictor of U.S. markets.

TraderFeed extends the study of Speculative stocks as predictors and finds evidence that Spec stock performance leads the S&P 500 Index.
For those interested in evaluating trading system performance, optimal position sizing, and risk management, there are good resources on Michael Bryant's site.  See also this review of the Adaptrade program written by Mike.

Footnoted is a very interesting site that tracks revealing footnotes in companies' financial statements.  Great research.
I've added several resources to the Trader Development page, including the Stator site (which has a good knowledge base), Adaptrade (which includes articles from Michael Bryant), Seeking Alpha (excellent source of sector info), Ninja Trader (superior trading platform with simulation, metrics, and sophisticated order management), and Footnoted.  I'm always open to suggestions of new resources, especially worthwhile blogs.

I have an email in to the folks at Trade Station, which continues to evolve in a most interesting way.  Their newest version includes performance software to track statistics about your trading--a valuable learning tool.
February 19, 2006
TraderFeed finds unexpected relationships between speculative sentiment and S&P performance in the short run.

Musings about indicator development and trading strategies are posted to the Trader Performance blog.

John Mauldin has posted some very interesting thoughts about risk.

Seeking Alpha is a site worth exploring, with links to sector-related blogs and summaries of conference calls on a variety of stocks.  Excellent source for potential trade ideas.

February 18, 2006
TraderFeed begins a series on a new indicator of speculative sentiment that, so far, is showing considerable predictive promise.

Here is the Trading Markets article on sector relationships in the market.
More good links in The Kirk Report, an excellent source of different market perspectives.

February 17, 2006
Check out the Trading Markets article scheduled for posting Friday AM.  It illustrates the use of lead-lag relationships in intraday trading.

TraderFeed takes a look at banking stocks and the S&P 500 Index and finds a worthwhile relationship pertinent to today's market.  The historical relationships, of late, have been panning out very well.
Interesting online seminars sponsored by Teach Me Futures; upcoming ones will focus on the use of Market Delta, including a live trading event.

Because I'm in a really good mood and the Weblog indicators and TraderFeed analyses have been firing on all cylinders, I'll share a cryptic email I received from Myke Hideous of Empire Hideous fame.  
......Something's about to happen......

......And it's going to change NYC night life......

......Get ready for March 10th......
Sounds Hideous.  Right up my alley. 

OK, enough frivolity.  Thursday's market churned higher through the afternoon, once again closing above its day's average price (ES 1286.50) and sustaining the short-term uptrend.  The Adjusted TICK closed at +373, its third consecutive strong reading.  The Institutional Composite finished at +80.  Demand continued strong at 99; Supply was 35.  New 20 and 65 day highs rose to 1220 and 832.  While these are solid readings, note that they are well below the levels of new highs seen in January.  That may pose a cautionary note for the intermediate term.  New 20 and 65 day lows dropped to 372 and 111.  We continue to make new price highs, expand the number of issues making new highs, and sustain a favorable Demand/Supply balance.  Until that changes, the short-term trend favors the bulls. 

February 16, 2006
Fine article on John Mauldin's site re: greed vs. fear.

TraderFeed investigates what happens following days that are strong for stocks but weak for oil and gas.
Wednesday's market traded higher, retraced its gains, but resumed its upward course and eventually closed above its day's average price of ES 1279.  This continued the short-term uptrend.  A plurality of issues traded in short-term uptrends and, among large caps, short-term highs have outnumbered lows.  We're seeing good buying momentum in the broad market and large caps, though intermediate-term momentum appears to be waning.  The Adjusted TICK finished at +314; the Institutional Composite ended at +170.  Demand dipped to 100; Supply was 37.  New 20 and 65 day highs rose to 887 and 584; new 20 and 65 day lows dropped to 495 and 149.  We continue to make new price highs; as long as we do so and expand the number of stocks making new highs, the trend remains bullish.

February 15, 2006
Excellent postings to the Daily Speculations site of Victor Niederhoffer and Laurel Kenner.  They kindly included one of my own on the topic of psychology and changing cycles.

Tuesday was a strong upside momentum day; TraderFeed examines what comes next.
Tuesday's market started lower, but rallied strongly and finished well above the day's average price of ES 1273.  This took us to a short-term uptrend on strong upside momentum.  The Adjusted TICK ended at a strong +591; the Institutional Composite was also very strong at +560.  Demand rose sharply to 132; Supply was 42.  New 20 and 65 day highs rose to 707 and 462; new 20 and 65 day lows dropped to 822 and 216.  We broke above the recent range and should stay above last week's highs to sustain the uptrend.

February 14, 2006
Here is the Trading Markets article on new highs/lows in the bull market.
TraderFeed takes an initial look at relative price behavior among small and midcap stocks.

Excellent links on The Kirk Report site, including a piece on the housing market and 1987 by Bill Fleckenstein.
Monday's market traded lower, then rallied to close near its day's average price of ES 1265.5.  This continued the neutral trading range, though we've been seeing relative weakness among small and midcap issues.  A solid plurality of issues traded in short-term downtrends, reflecting the weakness in the broad market.  The Adjusted TICK ended at -429; the Institutional Composite finished at -209.  Demand fell to 38; Supply was 91.  New 20 and 65 day highs were 557 and 381; new 20 and 65 day lows once again rose to 1020 and 305.  We continue in a broad trading range, but I continue to be concerned with the expansion of new lows and continued weakness in the Adjusted TICK.

February 13, 2006
The Trader Performance blog begins a weekend series on finding market edges.
TraderFeed looks at occasions such as Friday, in which we had little price change from open to close but a healthy trading range.

My upcoming article for Trading Markets, which should be posted Monday AM, looks at the health of the bull market.
Friday's market retreated to recent lows, then rallied sharply before closing near its opening price.  This kept us in a neutral trending mode, as we closed modestly above the day's average price of ES 1264.  A slight plurality of issues traded in short-term downtrends and new highs only modestly outnumbered new lows among large caps on a short-term basis.  The Adjusted TICK ended at +160; the Institutional Composite finished at +261.  Demand fell to 48; Supply rose to 97.  New 20 and 65 day highs fell to 596 and 381; new 20 and 65 day lows rose ominously to 960 and 273.  We continue in a broad trading range, but I am watching the new lows carefully; they will help us handicap the possibility of a break of important support in the mid 1250s.

I recently posted a chart to TraderFeed re: the pattern of 52 week new highs/lows over the course of the bull market.  Below we see similar patterns on a 2 hour new high/low basis, in which a peaking of new highs/lows precedes market highs and lows.  I placed a question mark below Friday's waning new highs, indicating that we are looking for a repeat of the pattern early this coming week. 
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February 12, 2006
In light of the recent action in Google and gold, I might update this article.

Here's the article from The Trader's Journal that looked at how intuitive traders could utilize historical market analyses.
TraderFeed takes a longer-term view and examines weekly new highs and lows during this bull market.

My Trader Performance entry will appear on Sunday.
Interesting performance perspectives from Richard Machowicz, who established his Bukido Institute following a career as a Navy SEAL.

February 11, 2006
Here is the Trading Markets article on equity option volume as a sentiment measure.

Today's TraderFeed entry reviews historical pattern analysis and how it can be used for trading.  More thoughts on that topic will be posted tomorrow to the Trader Performance blog.
The question came up today among traders I work with re: whether falling oil prices would support stocks.  My answer was no, as long as the decline in oil also manifested as a drop in the price of oil company stocks (which are highly weighted in large cap averages), as seen below.  Note how the current decline looks like what we saw in October:
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While we're at it, note also have volatility and downside price action have also picked up among gold stocks (below).  Fixed income has also taken some heat; no flight to quality there.  Oil, gold--and especially Google--down?  The hot speculative sectors are in retreat, while large cap stocks are holding up reasonably well.  Shades of 2000?
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February 10, 2006
Thursday's market started strong, but faded in the afternoon, closing near its day's lows.  We ended below the day's average price of ES 1272.5, returning to a neutral short-term trend.  A relatively even number of issues traded in short-term downtrends and uptrends and new short-term highs waned through the day.  The Adjusted TICK ended at -3; the Institutional Composite finished at -21.  Demand rose to 91; Supply fell to 54.  New 20 and 65 day highs rose to 885 and 613; new 20 and 65 day lows fell to 554 and 172.  We appear to be in a wide trading range defined by Wednesday's lows and Thursday's highs; a break out of that range accompanied by an expansion of new highs/lows would re-establish a trending mode.

TraderFeed examines reversal days in QQQQ and finds more evidence of changing cycles.
My Trading Markets article scheduled for Friday AM looks at the equity put/call volume as a measure of speculative sentiment and yields interesting results.

Below is a chart of the equity put/call ratio from the last three days, plotted against SPY.  Notice that, as we made a bottom, the ratio was relatively high (over .75) and then the ratio became more bullish as we moved higher.  Interestingly, as the market dropped Thursday afternoon, sentiment continued more bullish.  That has not been favorable for the bulls going forward.
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February 9, 2006
TraderFeed examines the equity put/call ratio and what it means on rally days such as we had on Wednesday.
Wednesday's market encountered early selling, but could not break through Tuesday's lows, setting up afternoon strength.  This was exactly the pattern noted in yesterday's TraderFeed entry.  We closed above the day's average price of ES 1262.5, initiating a short-term uptrend.  The Adjusted TICK closed at a modest +39, but buying pressure was strong among large caps, with the Institutional Composite finishing at +481.  Demand rose to 69; Supply ended at 65.  New 20 and 65 day highs dipped to 651 and 877; new 20 and 65 day lows were 877 and 229.  We broke the recent downtrend and now need to see higher price highs and an expansion of stocks making fresh short-term highs to sustain the uptrend.

February 8, 2006
TraderFeed looks at returns among small cap stocks following weak market days.
Tuesday's market broke recent support, with considerable selling among small and mid cap stocks.  We closed below the day's average price of ES 1261.5, reinstating the short-term downtrend.  The Adjusted TICK was weak once again at -557--it's going to be hard to buy this market until this measure strengthens--and the Institutional Composite ended at -41.  Demand cropped to 41; Supply soared to 125.  New 20 and 65 day highs fell to 705 and 473; new 20 and 65 day highs ended at 853 and 230.  We continue to make price lows and expand the number of stocks making new lows.  As long as this is the case, with Supply exceeding Demand, selling bounces below the day's average price is the preferred strategy.

February 7, 2006
Here's the article on expectations following declines as a function of day-of-week.
Some of my articles are archived now on the Stator site.  The Stator program integrates portfolio construction with position sizing and money management.  Their site has a knowledge base and a variety of articles; I'll be adding it to the Trader Development links page.  

Robert Colby provides a nice market wrap on the Trading Education site.
Monday's market traded in a narrow range, closing near its day's average price of ES 1267.5 and returning us to a neutral short-term trend.  A narrow plurality of issues traded in short-term uptrends, as small cap stocks outpaced the large caps.  The Adjusted TICK ended at +37; the Institutional Composite finished at -39.  Demand rose to 69; Supply fell to 51.  New 20 and 65 day highs rose to 984 and 715; new 20 and 65 day lows were 718 and 241.  We remain near recent lows, but need to see new price lows and an expansion in the number of stocks making fresh new lows to resume a short-term downtrend.

February 6, 2006
As part of my research for the new book, I had the pleasure of talking with Brean Klopp of PIT Instruction and Training, LLC.  His organization conducts trainings with the pit crews that work NASCAR races.  The PIT site includes an archive of articles that are enlightening from a performance vantage point, especially as applied to trading.

I just submitted an article to Trading Markets regarding expectations following market weakness as a function of day-of-week.  The findings are summarized on the TraderFeed blog.
Friday's market continued lower, closing below the day's average price of ES 1268 and continuing the short-term downtrend.  A plurality of issues traded in short-term downtrends and, among large caps, new short-term lows outnumbered new highs.  We're seeing weakened momentum on the intermediate-term, with growing new lows among large caps.  The Adjusted TICK continued its downward course, ending at -123.  The Institutional Composite was weak for the second consecutive day at -342.  Demand was 36; Supply was 101.  New 20 and 65 day highs fell to 722 and 507; new 20 and 65 day lows rose to 748 and 234, the highest levels since the first trading day of the year.  We continue to make new price lows and expand the number of stocks making new lows; selling bounces below the day's average price continues as the operative mode going into the open.

February 5, 2006
Note:  I'm having problems publishing my TraderFeed entry to the Blogger site, so today's entry appears below.
 

The Trader Performance blog draws upon comments from Dan Gable re: trading and looks at independence and self-reliance as trader virtues.
 

TRADERFEED:  Days of the Week: Do They Make A Difference?
Traders often refer to Fridays as bad trading days...Mondays fare almost as poorly in their reputation. But are there real differences in trading patterns from day to day?

I went back to January, 2003 and investigated results for each day of the week. My first finding was that volatility was about the same for the various days. There was no evidence that any particular day of the week had more movement than any other.

Since the beginning of 2003, we have gained almost 400 S&P points. Close to 70% of this total occurred on Monday and Tuesday. Wednesday showed very slightly negative returns, Thursday had the third best performance, and Friday was barely positive. Over 90% of all market gains since 2003 have occurred on Monday, Tuesday, and Thursday.

Here are the specific average daily changes:

Monday: .096% (83 up, 61 down, 155.21 points)
Tuesday: .081% (91 up, 69 down, 118.21 points)
Wednesday: -.003% (86 up, 74 down, -1.87 points)
Thursday: .065% (87 up, 69 down, 95.83 points)
Friday: .024% (83 up, 74 down, 28.93 points)

As you might guess, the best returns came from buying at the end of Wednesday and holding through Monday (.18%) or buying the end of Thursday and holding through Tuesday (.19%). Buying a down Friday and holding through Monday (a strategy that applies to the current market) has been quite a winning trade idea: average one-day price change is .21 (47 up, 24 down).

February 4, 2006
Here is the Trading Markets article on the Adjusted TICK during large decline days.  It nicely anticipated Friday's weakness.

I posted the article on whether traders are truly deserving of success to the Articles page.
TraderFeed has an interesting post re: how expectations for a pattern--in this case two consecutive down days--change over time.

February 3, 2006
TraderFeed looks at what typically happens after the market makes a large decline to a five-day low.  

My next article for Trading Markets should be posted Friday AM and will look at the expectations following large decline days where sentiment (Adjusted TICK) is also quite negative.
Thursday's market started out in a narrow range and then broke sharply to the downside, remaining near lows for much of the afternoon.  We closed below the day's average price of ES 1276, resuming the short-term downtrend.  The Adjusted TICK continued weak at -727; the Institutional Composite was also weak at -338.  Demand was 38; Supply soared to 134.  New 20 and 65 day highs dropped to 973 and 685; new 20 and 65 day lows hit multiweek highs at 635 and 200.  As long as we see lower price lows and an expansion in the number of issues making fresh short-term lows, selling bounces that remain below the day's average price is the opening strategy.

February 2, 2006
TraderFeed looks at the reverse side of yesterday's coin: what happens following broad momentum rises in the market.
The market held firm following Tuesday's late weakness, closing modestly above its day's average price of ES 1283.5 and returning to a short-term neutral trend.  A modest plurality of issues traded in short-term uptrends, but new highs among large caps have been largely offset by new short-term lows.  The Adjusted TICK continues its tepid readings at +50; the Institutional Composite ended at +121.  Intermediate-term momentum is positive, but leveling off.  Demand rose to 61; Supply fell to 54.  New 20 and 65 day highs rose to 1393 and 1012; new 20 and 65 day lows dipped to 440 and 139.  We're not seeing any worrisome expansion of new lows at this time, largely due to firmness among small and medium cap issues.  The average prices for the past four sessions have been 1286.5, 1289.5, 1284.5, and 1283.5--clearly a range bound market.  Fading edges of this multi-day range when we do not see expansions of new highs/lows is the operative strategy.

February 1, 2006
TraderFeed examines the difference between broad momentum declines and price drops on lower downside momentum.
Tuesday's market traded weaker in the morning, whipped around with the Fed announcement, but closed near its lows--only to trade still lower in the after-hours due to Google's earnings.  We closed below the day's average price of ES 1284.5, starting a short-term downtrend.  Interestingly, a narrow plurality of issues traded in short-term uptrends; small and midcap stocks were particularly strong going into the Fed announcement.  The Adjusted TICK was +7; the Institutional Composite was +55.  In short, this was not one of those broad momentum declines mentioned in TraderFeed.  Demand rose to 52; Supply also rose to 74.  New 20 and 65 day highs dropped to 1269 and 962; new 20 and 65 day lows rose to 472 and 166.  As long as we see lower price lows and an expansion in the number of issues making fresh short-term lows, selling bounces that remain below the day's average price is the operative mode.

