February 28, 2007
Ideas:
TraderFeed explores what happens after a big down day.
It looks like 1997:  Moore Research Center via David Korn.
It's not China; it's the economy:  The Big Picture.
What's been strong and weak going into the market decline:  Seeking Alpha.
Eddy Elfenbein on the glitch that sent the Dow plunging on Tuesday.
 

Links:
Tuesday links from Abnormal Returns, including the role of China and Alan Greenspan in the decline.
 

Trading:
Which Dow stocks are attracting funds and which aren't: TraderFeed.
Trader Mike surveys the damage.
Jason Goepfert on market risks going forward:  WSJ MarketBeat.
Ticker Sense weighs in on the day after an extreme negative advance-decline day.
Wrap-up on the trading day:  Between the Hedges.
VIX rise in uncharted territory: VIX and More.
 

Market Perspective:
The breadth as well as the extent of the decline was truly remarkable.  In a single session, we went from 76% of stocks in the S&P 500 Index being above their 50-day moving averages to 42%.  Only 15% of S&P 500 stocks are above their 20-day MAs, a level that is close to what we've recently seen at short-term market bottoms.  We have 26% of S&P 600 Index small cap stocks above their 20-day moving averages, not yet at a level normally associated with short-term market lows.  The ratio of stocks trading above the envelope surrounding their 20-day moving averages to those trading below their envelopes was 1:50, tremendous downside momentum.  I'll be posting more on such extreme momentum before Wednesday's open.
  

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1408.50;  R1:  1427.25;   R2:  1458.50;   S1:  1376.75;   S2:  1457.50
 

We closed well below the day's volume-weighted average trading price of 1418.25 in the ES futures, continuing the market's short-term downtrend.   Selling swamped the broad market, with the Adjusted TICK ending at -1026.  We saw more buying interest in the large caps, with the Institutional Composite finishing at +152.  Demand completely dried up to 10; Supply soared to 420.  New 20 day highs dropped to 402; new 20 day lows leaped to 2591.  Among the stocks in my large cap basket, none are now trading in intermediate-term uptrends, 16 in downtrends, and 1 neutral.  This dropped Institutional Momentum to a very weak -1220.  Momentum lows tend to precede price lows; as long as we make lower price lows and expand the number of stocks making new lows, selling bounces remains the operative strategy.
 

February 27, 2007
Ideas:
TraderFeed tracks dollar volume flows into stocks.
How sectors are correlated:  Ticker Sense and Seeking Alpha.
The Big Picture on the booming commodity markets.
Mish, on inflation and what the Fed can--and can't--do.  Great post.
 

Links:
Charles Kirk begins the week with a slew of links, including a counterintuitive view of rising oil prices as good for the bull market.
Monday links from Abnormal Returns, including an article on weekly momentum in the markets.
 

Trading:
Monday morning market comments.
Trader Mike recaps the action in the indices.
Latest stock picks from George Soros:  James Altucher.
Chris Perruna steps back for a general market update.
Here's a great strategy idea for ETFs from WSJ MarketBeat: track analyst ratings of their holdings.
 

Market Perspective:
The 221 new 65-day lows we registered on Monday is the highest level since February 13th.  A rise in new 65-day lows above the 296 seen on February 12th would initiate a sequence of lower new highs on rallies, higher new lows on declines.  Despite the recent weakness, however, we still have an impressive 76% of S&P 500 Index stocks trading above their 50-day moving averages, and almost 70% of S&P 600 small caps and 73% of NASDAQ 100 stocks.  In general, the proportion of stocks trading above their *200* day moving averages has tended to peak ahead of price.  So far, however, we have no such divergence among S&P 500 issues, about 90% of which are above their 200 day MAs.
   

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1453.50;  R1:  1459.00;   R2:  1465.50;   S1:  1447.00;   S2:  1441.50
 

We closed near the day's volume-weighted average trading price of 1453.25 in the ES futures, continuing the market's short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK finishing at -437, and also led the large caps, with the Institutional Composite finishing at -319.  Demand stayed even at 50; Supply rose to 84.  New 20 day highs actually rose to 1274; new 20 day highs rose to 645.  Institutional Momentum continued its fall to -620, the lowest level in two months, with 4 stocks trading in intermediate-term uptrends and 13 in downtrends.  Selling bounces that stay below the VWAP remains the operative strategy.
 

February 26, 2007
Ideas:
Five principles of short-term trading:  TraderFeed.
Another best practice:  managing P & L.
The Trader Performance page gives an overview of an indicator with promise.
Larry Nusbaum on the economy and real estate.
Thoughts on Bruce Lee and the stock market from Value Blog Review.
 

Links:
Trader Mike's recent links, including mental models of successful individuals.
Sunday links from Abnormal Returns, including a view of the Euro and the dollar.
 

Trading:
Thoughts on VIX options from Adam Warner.
Portable Alpha Daily looks at the week ahead and top stocks in sectors.
Resources for learning about China and uranium, two hot markets:  Value Blog Review.
 

Market Perspective:
The Trader Performance page describes my research into relative dollar volume flow in and out of stocks.  Over the past two weeks, we've had a relatively flat Dow Jones Industrial Average.  Relative dollar volume flow into the Dow has been positive but modest over that time; well down from the strong levels we saw coming out of the June-July bottom.  Over the past two weeks, the strongest relative inflow of funds among Dow issues has come to IBM, DD, MCD, and CAT, with strong levels also seen in MO, MMM, and PG.  The stocks showing net outflows of funds include MSFT, KO, JNJ, and PFE.  We're seeing sizable influx of funds into IBM; sizable outflow from MSFT. 

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1454.00;  R1:  1457.75;   R2:  1462.00;   S1:  1449.75;   S2:  1446.00
 

We closed near the day's volume-weighted average trading price of 1453.75 in the ES futures, setting up a short-term downtrend.  There was modest buying in the broad market, with the Adjusted TICK ending at +137.  Buying and selling sentiment were relatively balanced in the large cap market, with the Institutional Composite finishing at -20.  Demand fell to 50; Supply rose to 80.  New 20 day highs fell to 1257; new 20 day lows rose to 502.  Institutional Momentum fell sharply again to -460, with 6 stocks in the large cap basket trading in intermediate-term uptrends and 11 in downtrends.  Given weakening momentum, normal expectations are for a test of the Friday lows, particularly if early buying cannot sustain a rise above the 1456 resistance in ES.
 

February 25, 2007
Ideas:
TraderFeed, with another best practice:  detecting follow through on upside breakouts.
Book review of Markets in Profile.
Victor Niederhoffer, on how to not run a trading operation.
Margin debt and sentiment:  A Dash of Insight.
Jubak on a debt market meltdown.
 

Links:
Nice to know I'm part of Barry Ritholtz's generic linkfest!  
Weekend blog watch from James Altucher, including cheap stocks in an uptrend.
 

Trading:
Trader Mike's recap of markets: Dow searching for support.
The integration of StockTickr and Trade Ideas and how it works.
Flash formation fractals: interesting method for determining price targets from Wily.
Trade Ideas is sponsoring a learning curve seminar.
1Option is holding an open house.
Stock picks from MSN's Stock Scouter.  Jon Markman takes note of Stock Scouter's track record.
 

Perspectives:
Here's my conference call presentation for John Forman's Essentials of Trading site.
Here's a great post from Henry Carstens on how to determine how much value a trader's discretion produces. 

What Dr. Brett listens to while doing hours of market research this weekend.
 

February 24, 2007
Ideas:
TraderFeed examines five guiding principles of trading psychology.
Nice example of sector screening from Charles Kirk.
Fears of mortgage defaults: David Gaffen.
Alternative energy and energy efficiency may not make a big difference:  Capital Spectator.
Gold challenges the Fed:  The Big Picture.
Investing in unloved stocks:  Controlled Greed.
 

Links:
Friday links from Abnormal Returns, including a view of the carry trade.
James Altucher's Friday blog watch, including ways of playing a bull market in chocolate.
 

Trading:
Friday morning market comments.
Trader Mike and Michelle B. on a period of treachery in the market.
Low volatility among Russell options:  Daily Options Report.
More leveraged and inverse-leveraged ETFs:  Seeking Alpha.
Buying microcaps:  James Altucher.
 

Market Perspective:
A Longer-Term Perspective on What the Large Traders Are Doing - I rely upon tools such as volume and the NYSE TICK to infer the participation and leanings of large traders on a short-term (intraday) basis.  Suppose, however, we want a longer-term perspective on the activity of large traders.  One tool is to examine the dollar volume flowing in and out of issues on a daily basis.  This is accomplished by taking the volume of every single trade, multiplying it by the stock price, and adding that value to the total (if the trade occurs on an uptick) or subtracting it from the total (if it occurs on a downtick).  The advantage of this dollar volume measure is that it weights trades based on their size, so is quite sensitive to large block trades.  An interesting way to track a sector or the broad stock market would be to sum up the dollar volume flowing in and out of all issues within a given index.  My research suggests that this measure shows promise in anticipating moves of a swing duration.  More on this to come! 

 

February 23, 2007
Ideas:
TraderFeed reviews cognitive neuroscience research on somatic markers and its relevance to trading.
Another best practice post, this one dealing with trading in the direction of short-term momentum.
Jeff Miller questions the link between housing and the economy.
Google's threat to Microsoft: The Big Picture
 

Links:
Thursday links from Abnormal Returns, including a positive view on the global economy.
Trader Mike's daily links, including the Vista penetration rate.
Thursday blog watch from James Altucher, including top stocks for 2007.
 

Trading:
Thursday morning market comments.
Nice: Trade-Ideas has turned a recent TraderFeed post into a tested trading strategy.
Charles Kirk tracks the IBD screen.
Fear and greed in the market: David Gaffen.
What George Soros and Warren Buffet are adding to their portfolios: StockPickr.
 

Market Perspective:
Another Strategy for Intraday Market Strength - I went to Odds Maker, the testing module for the Trade Ideas screening program, and looked at what happens in IWM (Russell 2000 Index) and SPY (S&P 500 Index) when we make a fresh 60 minute low during the trading day.  Over the past 3 weeks, we've had 28 such occasions.  If you bought those 60 minute lows and held for the next hour, you would have made money on 21 of the 28 opportunities.  The average win was $.19 and the average loss was -$.10, for net winnings of $3.40.  For SPY, we had 11/14 winners, with net winnings equivalent to 19 full ES points.  Once again, we see evidence of buyers coming into this market whenever we get much in the way of selling. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1459.00;  R1:  1465.00;   R2:  1471.00;   S1:  1453.00;   S2:  1447.00
 

We closed once again a bit above the day's volume-weighted average trading price of 1458.25 in the ES futures, continuing that range-bound trade.  Selling dominated the broad market, with the Adjusted TICK ending at -403.  We had modest selling in the large caps as well, with the Institutional Composite finishing at -73.  Demand stayed relatively constant at 58; Supply rose to 60.  New 20 day highs rose to 1519; new 20 day lows dipped very slightly to 430.  We again saw a decline in Institutional Momentum, down to -240, with 6 stocks in my basket trading in intermediate-term uptrends, 9 in downtrends, and 2 neutral.  Fading those range extremes has been the way to trade the past several days and continues as the operative mode for Friday.
 

February 22, 2007
Ideas:
TraderFeed looks at persistence of intraday strength as part of this market's personality.
Developing robust trading systems: A best practice from Lord Tedders.
Reflections on the private equity industry: Abnormal Returns.
Bill Rempel finds a good time for reflection on trading performance.
Real estate perspectives from Larry Nusbaum.
 

Links:
An abundance of links from Charles Kirk, including the Fear/Greed Index.
Trader Mike's daily links, including a perspective on a market headed for a fall.
Wednesday links from Abnormal Returns, including persistent rises in consumer prices.
 

Trading:
Wednesday morning market comments.
The Arms Index points to a complacent market:  Adam Warner.
Ticker Sense reports on the S&P 500 stocks with the highest growth rates.
A gap down on Wednesday, but no technical damage done in SPY:  Brian Shannon.
 

Market Perspective:
Capitalizing on Intraday Market Strength - My recent TraderFeed post noted that over the past several weeks, there's been a persistent tendency for the S&P 500 Index (SPY) to close nearer to the day's highs than lows.  This sets up a situation in which you can buy downside breakouts of opening trading ranges across a variety of time frames.  One such trade, which has had considerable recent success, is detailed in the post.  Here's another:  If you buy a downside breakout of the market's first hour range and hold for 90 minutes, over the last three weeks you'd have had 7 trades and 6 winners, with the winners and the one loser averaging each about 2 full ES points for a total gain of about 10-1/2 ES points.  That logic is very helpful when seeing early market weakness in a bull market.
 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1458.75;  R1:  1463.50;   R2:  1466.25;   S1:  1456.00;   S2:  1451.25
 

We closed modestly above the day's volume-weighted average trading price of 1458.50 in the ES futures.  Note that we've had VWAP levels within about a 2 point range over the past five trading sessions, creating a neutral trading range.  Buying again was evident in the large caps, with the Institutional Composite at +167, and was slightly ahead in the broad market, with the Adjusted TICK at +52.  Demand fell to 57; Supply also fell to 53.  New 20 day highs fell to 1373; new 20 day lows dipped to 432.  Institutional Momentum took a tumble to -40, with 8 stocks in my large cap basket trading in intermediate-term uptrends and 9 in downtrends.  We remain rangebound; fading moves to range extremes that do not expand the number of stocks making fresh new highs/lows remains the operative strategy.
 

February 21, 2007
Ideas:
TraderFeed offers another best practice: tracking the trend of trader sentiment.
Here's the project connecting experienced traders and programmers to help both refine their edge in the markets.
Yaser Anwar, with Part 2 of his series on the oil outlook.
Real estate maps from The Big Picture and the link between housing weakness and recessions.
 

Links:
Trader Mike's links include a couple of posts on reducing trader taxes.
Brain fitness blog carnival from Sharp Brains.
Adam Warner's random links, including a live portfolio feature from VIX and More.
How I Trade Options posts from 1 Option.
Tuesday links from Abnormal Returns, including fundamental analysis of ETFs.
 

Trading:
Tuesday morning market comments.
James Altucher on the 3x2 trading system.
Michelle B. and Trader Mike offer perspectives on the diamond pattern.
The bubble in uranium and ETF vulnerability in a decline from Random Roger.
Margin debt at a record:  David Gaffen.
 

Market Perspective:
New Highs Among Stocks - After an early decline, we closed at a new bull market high in the S&P 500 Index.  87 stocks among the S&P 500 hit 52-week highs on Tuesday, but only 4 of the Dow 30 stocks.  Both are below levels recorded in the last few days.  Among the S&P 600 small caps, we saw a healthy price rise and 61 new highs.  That's up from levels last week, but below the new highs we saw 2 weeks ago.  Only 9 of the NASDAQ 100 issues registered annual new highs on Tuesday.  Once again, the rally is persistent, and it *is* broad, with almost 80% of NYSE stocks trading above their 50-day moving averages.  Still, there is selectivity in the strength.  While the NYSE Composite Index is well above its level of early February, new highs have not expanded.  Let's see if that changes with the follow through to Tuesday's strength. 

 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1459.25;  R1:  1466.25;   R2:  1471.00;   S1:  1454.50;   S2:  1447.50
 

We closed above the day's average trading price of 1458.50 in the ES futures, returning us to a short-term uptrending mode.  Buying was evident in the broad market, with the Adjusted NYSE TICK finishing at +268.  We also saw net buying in the large caps, with the Institutional Composite finishing at +239.  Demand rose to 83; Supply fell to 57.  New 20-day highs rose to 1726, the highest level since Feb. 7th, and new 20-day lows also rose to 496.  Institutional Momentum rose to +260, with 11 stocks in my basket trading in uptrends and 6 in downtrends.  The market came smartly off its lows on Tuesday and small caps led the way, making new highs.  Normal expectations are for a test of Tuesday's highs and the R1 resistance and continued buying of dips.
 

February 20, 2007
Ideas:
TraderFeed tracks the large traders in the currency market.
Do large traders control the Euro FX market?  The Trader Performance page takes a look with the latest entry.
For any native German speaking traders out there, check out this book by Pierre Daeubner.  It is called (in English) "The Best Trading Strategies".  The Amazon brief summary (in rough English translation) emphasizes that the reason 80% of traders lose money is because they lack sound, tested strategies.  Pierre emphasizes both strategy and money management to provide a positive expectancy. (He wrote to me, explaining that strategy without money management "is worthless").  
Subprime mortgage woes chronicled by Barry Ritholtz.
 

Links:
Stuart McPhee, developer of the new website for developing trading plans, has assembled this collection of my articles in PDF.  Stuart is also offering a free e-zine with articles on trading psychology, trade planning, and trading methods.
More links from Trader Mike, including a straightforward option strategy.
Expert financial blogs from InvesLogic.
 

Trading:
Here's Stuart McPhee's template for trade planning.
Taz has some excellent additions to the recent best practice article on trading pullbacks from trends.  See also Taz's post on times of day when the market tends to reverse.
What stocks are HOT?  Hot Link at the left on the home page for Instant Bull shows a cloud of stocks based on trader interest.  Very nice.
StockPickr tracks stocks mentioned in Barron's.
Weekly ETF review, including a dollar index ETF:  Seeking Alpha.
 

Market Perspective:
Money Flow Divergence Among Large Caps - I also monitor daily money flow into and out of my basket of large cap stocks that mirror the S&P 500 Index.  Money flow looks at the volume of each trade and adds to the total if the trade is on an uptick; subtracts if it's on a downtick.  Note that we've had declining money flow, even as the S&P 500 Index has made new highs. 


 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1457.75;  R1:  1460.75;   R2:  1463.00;   S1:  1455.50;   S2:  1452.50
 

We closed above the day's average trading price of 1456.75 in the ES futures, initiating a neutral trending mode.  Note that our average trading price has been within a 2-1/2 point range over the past three trading sessions.  If we cannot surmount this range with early buying on Tuesday, I will be leaning to the short side, particularly on any continued Yen strength or ER2 weakness.  We saw moderate buying in the broad market, with the Adjusted TICK at +140, and among the large caps, with the Institutional Composite at +210.  Demand was 53; Supply rose to 63.  New 20-day highs fell to 1121; new 20 day lows rose to 415.  Institutional Momentum took a tumble to +160, with 10 stocks in my large cap basket trading in intermediate-term uptrends and 7 in downtrends.  (See above and yesterday entry for further perspectives on the large cap basket, all of which suggest weakness).  We need to see fresh price highs and an expansion of stocks making new 20 day highs to return to a short-term uptrend; otherwise, I'll be leaning toward selling rallies.
 

February 19, 2007
Ideas:
TraderFeed finds more best practices in dealing with price spikes and in entering positions after pullbacks from the dominant trend.
Using a computer to mimic the strategies of great investors: Michael Brush.
Jon Markman on a Coca-Cola comeback.
Taiwan ETF undervalued:  Seeking Alpha.
 

Links:
Chinese New Year links from NYSE Scalper, including rules of trading.
Weekend links from The Market Speculator, including Seykota on trends.
Barry Ritholtz's weekend linkfest, including an assessment of sentiment.
Lots of weekend reading from Paul Kedrosky.
 

Trading:
Many thanks to Especulacion for Spanish language posts of my articles.
The week in review from Bill Cara, complete with Star Trek references.
Value Blog Review takes a look at A Dash of Insight.  Here's a link to other blog reviews.
Kevin tracks the big picture in the S&P 500 Index.
VIX and weekly sentiment from VIX And More.
 

Market Perspective:
Divergence in My Basket of Large Caps - My basket of stocks is making fewer 20 day highs, even as we have made recent bull market highs in the S&P 500 Index.  I'm showing the same thing for the broad market, where we made 1574 new 20-day highs on Thursday, down from 1966 on February 1st.  If we don't get upside follow through early this coming week, I'll be fading strength for a swing trade.
[image: image1]
 

February 18, 2007
Ideas:
How index traders can benefit from stock screening:  TraderFeed.
Mish, on the story being told by pictures of the housing market.
A Vista bust?  The Big Picture.
Mish also sees recession knocking at the door.
Trader Mike, on the vagaries of blog metrics.
 

Links:
StockTickr's most popular interviews.
 

Trading:
Paolo Pezzutti, on the edge that comes from trading against the trend.  See also the link re: ethanol's future.
Figuring out if system development is right for you:  A Dash of Insight.
The death of scalping:  Trade Ideas.
Considerations in choosing trading software: High Probability Trading.
 

Market Perspective:
Advance-Decline Strength - Tough to find weakness in this excellent advance-decline chart specific to the S&P 500 stocks from Decision Point.  Perhaps even more impressive is that the small-cap S&P 600 issues, which had been lagging, have also made an advance-decline line high.
[image: image2]
 

 

February 17, 2007
Ideas:
TraderFeed examines the carry trade and the effect on stock prices. 
Great reflections on VIX from Daily Options Report.
Stocks to hedge against economic disaster: StockPickr.
John Hussman via The Big Picture questions valuations.
Growth in global agriculture via InvesLogic.
 

Links:
Plenty of weekend links from Charles Kirk, including a view of a Shanghai meltdown.
Friday blog watch from James Altucher, including questions about Vista meeting expectations.
 

Trading:
Friday morning market comments.
Mike tracks the indices and finds a pattern that looks familiar.
Tyro, on the fate of a trader and what can be learned.
Clueless Q Trader on the trap door pattern.
The Shark Report on the broker-dealer index.
 

Market Perspective:
Continued Broad Momentum - At market tops, you typically see a waning number of stocks trading above their intermediate-term moving averages.  That hasn't been the case for this market.  On Friday we had almost 82% of S&P 500 stocks trading above their 50-day moving averages.  That number is 69% among the S&P 600 small cap stocks and almost 83% among the S&P 400 midcaps.  71% of NASDAQ 100 stocks are above their benchmark, and about 79% of all NYSE listed issues.  Tough to make a case for a weakening market based on these figures. 

 

 

February 16, 2007
Ideas:
TraderFeed on what we can expect when option volatility is low.
Jeff Miller finds some objectivity about the housing market.
Portfolios to fit any trading style from The Kirk Report.
Random Roger on central banks getting into the equities markets.
Barry Ritholtz's multiple vantage points on this market.
International ETF correlations:  Seeking Alpha (via InvesLogic).
 

Links:
Trader Mike's Thursday links, including very interesting research on a moving average system.
Excellent behavioral finance posts from Abnormal Returns.
 

Trading:
Thursday morning market comments.  Here's the "open mic" call for interested traders to lead a morning session.
Here are best trading practices from Trader Mike.
Brian Shannon of Alpha Trends is offering a free online seminar.
Next week, I'll be doing an online event for John Forman.
The long-term model at Portable Alpha Daily is bearish.
Top stocks for the long-term investor: StockPickr.
Traders not betting on recession:  Seeking Alpha.
 

Market Perspective:
Call For Interested Traders - Recently I've expressed an interest in helping experienced traders connect with programmers to test and refine trading ideas.  So far, several programmers with solid experience have contacted me and expressed an interest in collaboration.  If you're a trader with solid ideas who might like to work with an equally solid programmer to extend your edge, email me at steenbab  @  aol.  com (no spaces) and I'll do my best to help you get started. 

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1459.25;  R1:  1462.25;   R2:  1464.75;   S1:  1456.75;   S2:  1453.75
 

We closed above the day's average trading price in the ES futures of 1459, sustaining the short-term uptrend.  Buying modestly outstripped selling in the broad market, with the Adjusted TICK at +131, but not among large caps, where the Institutional Composite finished at -119.  New 20 day highs fell to 1373; new 20 day lows rose to 379.  Among the stocks in my large cap basket, we've seen a surge in Institutional Momentum to +440, with 13 issues in intermediate-term uptrends, 3 in downtrends, and 1 neutral.  We are approaching a 3-day weekend and we have options expiration upcoming, both of which lead me to expect further range bound action to end the week.
 

February 15, 2007
Ideas:
Another TraderFeed best practice post:  Testing trading ideas.
The best article I've yet seen on the topic of testing trading ideas:  Henry Carstens.
Another fine post:  Mish explains the carry trade.
Barry Ritholtz, with a revised view of GDP.
More lazy portfolios from Charles Kirk.
Controlled Greed, on the difficulty in finding value in this market.
 

Links:
Carnival of brain-related links via SharpBrains blog (including interesting piece on rewiring brains).
Wednesday's links from Trader Mike, including trading for wealth building.
 

Trading:
Wednesday morning market comments.
Sinking real estate means rising stocks: Victor Niederhoffer and Laurel Kenner.
StockPickr looks at top turnaround stocks.
Adam Warner's thoughts on the VIX.
 

Market Perspective:
Checking Out Those Strength Measures - Another high in the large cap indices; how many stocks participated in the move?  Among S&P 500 stocks, 91 hit 52-week highs.  That's the highest level in months--going all the way back to March, 2006.  Only 46 issues made new highs among the S&P 600 small caps, which is below last week's levels and below levels from late 2006.  Incredibly, only 3 Dow stocks made 52-week highs on Wednesday, well down from levels recorded earlier this year.  On the NYSE overall, 376 stocks made 52-week highs, again down from levels recorded over the prior two weeks.  Ditto the NASDAQ 100, where only 9 stocks made annual highs.  Again, the rally seems selective, although the S&P 500 has shown broader participation. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1456.75;  R1:  1463.25;   R2:  1468.25;   S1:  1451.75;   S2:  1445.25
 

We once again closed above the day's volume weighted average price of 1457.50 in the ES futures, continuing the short-term uptrend.  Buying once again was evident in the broad market, with the Adjusted TICK at +238, and among large caps, with the Institutional Composite at +196.  Demand remained strong at 103; Supply ended at 51.  New 20 day highs rose to 1574, quite strong but below levels from earlier this month, and new 20 day lows fell to 375.  Institutional Momentum jumped to +360, with 11 stocks from the large cap group trading in intermediate-term uptrends and 6 in downtrends.  Normal expectations for upside markets that expand the number of stocks making new highs and sustain a strong Demand/Supply ratio are for continuation of strength to test the previous day's highs and the R1 level.  It would not at all surprise me to see us transition to a range-bound trading mode prior to continued price highs.  Tomorrow on the TraderFeed blog I will be posting some expectations given the recent downward move in VIX.
 

February 14, 2007
Ideas:
TraderFeed thanks Bonnie Lee Hill for her trading best practice.
Fantastic overview of currencies--technicals and fundamentals--from Mish.
More lazy portfolios from Charles Kirk.
Looking ahead to the Fed chairman's testimony tomorrow:  David Gaffen.
Yaser Anwar on the oil outlook.
Here's a new chat site for active traders.
Bill Cara on the India market: Seeking Alpha.
Thanks to gangsTA for pointing out this computational finance portal.  
 

Links:
Tuesday blog watch from James Altucher, including top medical stocks.
Tuesday links from Abnormal Returns, including prospects of a hedge fund apocalypse.
 

Trading:
What comes after a weak day in the market: TraderFeed.
Tuesday morning market comments.
Insightful post from Bill Rempel on buying fear.
Top picks from a top hedge fund:  StockPickr.
 

Market Perspective:
A Different View of Momentum - The McClellan Summation Index, shown below in this chart from Decision Point, shows how the index tops out well ahead of the broad NYSE market.  It appears that we made an index peak, but it would not at all be surprising to make further price highs in the near term.
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Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1446.50;  R1:  1452.50;   R2:  1455.75;   S1:  1443.25;   S2:  1437.25
 

We closed above the day's volume weighted average price of 1445 in the ES contract, returning us to a short-term uptrend.  Buying led the broad market for the first time in five sessions, with the Adjusted TICK at +410.  Buying was more muted among the large caps, with the Institutional Composite ending at +37.  Demand rose strongly to 108; Supply fell to 52.  New 20 day highs rose to 932; new 20 day lows fell to 548.  Institutional Momentum rose to -180, with 5 large caps in my basket trading in intermediate-term uptrends, 10 in downtrends, and 2 neutral.  We saw some late buying in stocks.  If that can continue, I'd expect a test of the recent bull highs in the large cap indices.
 

February 13, 2007
Ideas:
TraderFeed examines a Best Practice:  Market Profile.
I greatly appreciate this review from Jeff Miller.
This is a great post from Seeking Alpha: using the Big Mac Index to trade currencies.
 

Links:
Too much:  Barry Ritholtz finds the headline of the day.
Monday links from Abnormal Returns, including ETF tracking error.
 

Trading:
Monday's morning market comments, trading research from the previous day.
Very interesting:  David Korn mentions that all 10 top market timers from the Hulbert Report are bullish for February.  I find David's online newsletter informative.
Back to the July trendline:  Trader Mike.
Charles Kirk on February trading tendencies and several excellent posts on lazy portfolios.
Bears are more numerous in the latest poll from TheStreet.com, with homebuilders leading the downward expectations.
 

Market Perspective:
A Different View of Real Estate - Here is an excellent perspective from Seeking Alpha, showing real estate on the rise.  We tend to equate real estate with housing, but commercial real estate has been on fire.  Note, however, the high volume decline of the past two trading sessions.  That's something I'll be watching.
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Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1439.00;  R1:  1443.00;   R2:  1447.75;   S1:  1434.25;   S2:  1430.25
 

We closed near the day's volume weighted average price of 1438.75 in the ES futures, continuing a short-term downtrend.  Once again, selling dominated the broad market, with the Adjusted TICK ending at -404.  We also saw very modest selling in the large caps, with the Institutional Composite finishing at -29.  Demand dipped to 36; Supply also fell to 101.  New 20 day highs fell to 645; new 20 day lows rose to 709.  We continue to see erosion in intermediate-term momentum: 4 stocks in my basket are trading in uptrends, 13 in downtrends, dropping the Institutional Momentum score to -420.  After four days of net selling in the broad market, it would not surprise me to see the market start to stabilize around its average trading price.  Indeed, we saw late strength in the small caps.  As long as we get lower prices and an expansion of stocks making new lows, however, we have to be on the lookout to sell strength and benefit from the short-term downtrend.
 

February 12, 2007
Ideas:
TraderFeed introduces a new blog feature:  Best Practices.
The Trader Performance page offers thoughts on best practices and what holds back our development as traders.
Great account of what happens when talent and drive come together.
 

Links:
This defies description:  InstantBull has developed a message board aggregator that pulls together over 100 million messages from across the Web's discussion boards and indexes them for ready access.  Here's a recent article about the site and its new feature.
February links from The Big Picture, including an unusually lucid presentation on VIX and "implied complacency".
Great links re: trader development from NYSE Scalper.
Weekend links from Millionaire Now!
 

Trading:
Friday was a day of strong downside momentum.  What typically happens next?
Impulse is usually wrong:  A Money Magazine story I participated in.
A wealth of trading resources from Ensign Software.
 

Market Perspective:
A Longer-Term Look At Momentum - Here is an excellent chart from Decision Point that shows how the recent market rally has actually increased the number of stocks trading above their 200 day moving averages relative to 2006 readings.  This is not what we'd expect if the market were topping out.
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Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1445.50;  R1:  1454.25;   R2:  1465.50;   S1:  1434.25;   S2:  1425.50
 

We closed well below the day's volume weighted average price of 1447 in the ES futures, initiating a short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK ending at -757, but we had some buying among large caps, with the Institutional Composite finishing at +182.  Demand fell to 37; Supply rose to 128.  New 20 day highs fell to 1169; new 20 day lows rose to 504.  Institutional Momentum fell considerably to -380, with 5 stocks in my large cap basket trading in intermediate-term uptrends, 11 in downtrends, and 1 neutral.  Based on the recent TraderFeed research, I am expecting a test of the Friday lows, but would be careful selling those lows if we don't continue to see expanded volume hitting bids.  If we can hold above those lows, the Friday pivot would be our initial upside target.
 

February 11, 2007
Ideas:
How to trade breakout moves:  TraderFeed.
Free Webcast panel presentation on trading styles:  Trade Ideas.
Homebuilders and other market perspectives from Phil.
Yaser Anwar tracks big trading ideas for 2007.
Jon Markman likes Disney.
Subtract costs of pollution and China's growth is zero:  Jubak.
Housing slump not over:  MSN Money.
 

Links:
Comprehensive weekend linkfest from Barry Ritholtz, including views on global liquidity.
Weekend blog watch from James Altucher, including the best companies buying back their shares.
Why trend following doesn't work:  articles from Victor Niederhoffer.
 

Trading:
Great week in review summary from Between the Hedges.
Tracking sector ETFs for the week:  Seeking Alpha.
Chris Perruna tracks the new highs and new lows.
Trading energy efficiency with the progressive energy ETF:  Seeking Alpha.
 

Market Perspective:
Charting the Breakout - Here is a larger version of the chart from my recent TraderFeed post.  Note the dramatic shift in the trading pattern once large size hit the market.  Trends begin when moves away from value attract volume.  Reversions occur when moves away from value bring falling volume.  This one concept covers much of what short-term trading is all about.  This article on market breakouts ties together ideas regarding volume, price, and new highs/lows:  "You don't have to predict breakouts; you can identify them as they unfold." 

 

February 10, 2007
Ideas:
TraderFeed offers a tool for tracking volume and market participation.
Great posts on investor sentiment and returns from CXO Advisory.
Barry Ritholtz on global liquidity.
Market Traders chart-based discussion board; I'll be posting there occasionally. 
 

Links:
Very interesting and significant links from Henry Carstens: computers that model the human neocortex.  The implications for automated trading are astounding.
Charles Kirk takes the pulse of Wall St., including the dominance of program trading.
James Altucher's blog watch, including a look at productivity.
Blog sites that are getting their traffic ripped off: Thanks to ValueBlogReview.
 

Trading:
Friday morning market comments.
Trader Mike tracks the indices and notes one sector that's gone nowhere since June.
The weather in my former Upstate stomping grounds and the effect on energy prices:  David Gaffen.
Stock picks from the top hedge funds:  StockPickr.
 

Market Perspective:
Broad Momentum Decline - My Demand measure fell on Friday to 37;  Supply rose to 128.  That means that nearly 4 times as many stocks are displaying significant downside momentum as upside momentum (as measured by closing prices above and below their short- and intermediate-term volatility bands).  In coming TraderFeed research, I'll be looking at the odds of hitting downside target prices the day after a broad, high momentum decline.  Nine of the last ten occasions (going back to July, 2006) that we've had a broad momentum decline (Supply > 120) that was the weakest day in the past ten, we've broken the lows the following trading session. 

 

February 9, 2007
Ideas:
TraderFeed, on tracking the market's large traders.
Great post from Mish on synthetic money.  See also his new forum.
House price risk as a function of geography:  The Big Picture.
Very interesting from Ticker Sense:  The largest stocks have the lowest PE multiples.
Trading Russia by ETF:  Seeking Alpha.
 

Links:
Thursday links from Abnormal Returns, including smart money getting out of hedge funds.
If you look at the toolbar at left on the InstantBull site, you'll see a wealth of info links (company fundamentals, analyst ratings); blog links; web resources; and news headlines.  
 

Trading:
Thursday morning market comments.
Charles Kirk tracks the smart money at SAC Capital.
Fastest growing tech companies, from Larry Nusbaum.
StockPickr's spotlight portfolios.
Bill Rempel on divergence trades.
Alpha Trends charts NASDAQ strength.
 

Market Perspective:
What Range Bound Trade Looks Like - The chart below shows the ES market trading vs. its daily VWAP, updated in one-minute intervals.  Note how we've been oscillating around that VWAP line, and note how moves away from the line have been worth fading.  That is typical of range bound markets.  Until we see volume expand at range edges, also expanding the number of stocks making new highs/lows, fading these edges continues as the best strategy. 
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Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1451.75;  R1:  1457.00;   R2:  1460.00;   S1:  1448.75;   S2:  1443.50
 

We closed above the day's volume weighted average price of 1450.5 in the ES futures, continuing an extended neutral trending mode (see Market Perspective above).  We saw selling in the broad market, with the Adjusted TICK at -245, but some buying in the large caps, with the Institutional Composite at +127.  Demand fell to 43; Supply rose to 67.  New 20 day highs fell to 1308; new 20 day lows rose to 373.  Institutional Momentum continued its fall, dropping to +120, with 8 stocks in the basket trading in intermediate-term uptrends and 9 in downtrends.  We may need to see fundamental developments that lead to repricings of rates, oil, currencies, etc. in order to shake this market from its range.  In the interim, fading moves to the range extremes that fail to expand new highs/lows is the preferred strategy.
 

February 8, 2007
Ideas:
TraderFeed takes a look at heart rate variability and the self-regulation of traders.
My first ever poll of traders:  combining system methods and discretionary skills.
Lots of commodities ETFs on tap:  Seeking Alpha.
Global credit crunch:  The Big Picture.
It's been hard to lose money this year:  Capital Spectator.
Perspective on the Fed chief from David Gaffen.
 

Links:
Trader Mike's links, including staying profitable in this market.
Wednesday blog watch from James Altucher, including uranium as the new gold.
Expert blogs at InvesLogic.
Wednesday links from Abnormal Returns, including the perils of data mining.
 

Trading:
Wednesday's morning market comments.
Small cap value plays:  More worthy research from StockPickr.
The Kirk Report tracks sector performance and screens for stocks with insider buying.
Short-term Trading reports trend status of the Dow stocks.
Interesting posts from Random Roger on market neutral ETF strategies and how to watch a new ETF.
How tech company options have been anticipating earnings:  Daily Options Report.
 

Market Perspective:
Tracking the New Highs - We hit another high on the Dow and the S&P 500 Indices on Wednesday.  Among S&P stocks, however, new 52-week highs were 84, no higher than readings from last week.  Among the S&P 600 small caps, however, new highs expanded to 68, which is still below the November peak.  Amazingly, only 2 Dow Industrial stocks made annual highs.  As long as we're seeing price highs and expanding new highs among the small caps, I'm leaning to the long side.  I'm also watching carefully, however, to see if we get similar expansion among the large caps.  Only 11 NASDAQ 100 stocks made annual highs on Wednesday, down from January levels. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1454.75;  R1:  1459.00;   R2:  1462.00;   S1:  1451.75;   S2:  1447.50
 

We closed above the day's volume weighted average price of 1454.50 in ES, returning to a short-term uptrend.  Buying and selling were pretty evenly split on the day, with the Adjusted TICK ending at -70 and the Institutional Composite at -92.  Demand rose to 63; Supply dipped to 51.  New 20 day highs were quite strong, rising to 1740; new 20 day lows dipped to 307.  Among the stocks in my large cap basket, Institutional Momentum dropped to +300, with 9 issues in intermediate-term uptrends, 7 in downtrends, and 1 neutral.  Notice that recent trading ranges have been quite small and recent open to close price changes have been surprisingly small.  Still, the bull market highs do not seem to be attracting significant selling and as long as we're seeing higher prices and an expansion in the number of stocks making new 20-day highs, my leaning is to the long side.
 

February 7, 2007
Ideas:
TraderFeed, on the personality of the stock market.
Trader Mike, on The Secret.
Very interesting sector perspectives from The Big Picture.
CXO Advisory takes a look at the Commitment of Traders data.
Time running out for the China boom:  Jubak (via Trader Mike).
Dave Mabe of StockTickr, with his latest trader interview.
 

Links:
Lots of great links from Charles Kirk, including a view of the PEG (price to earnings growth) ratio.
Tuesday links from Abnormal Returns, including the sentiment of newsletter writers.
 

Trading:
What comes after narrow market periods:  TraderFeed.
Tuesday's morning market comments.
The Kirk Report passes along stock screens from Harry Domash.
Why war strategies are relevant for traders:  Henry Teo.
Contrarian portfolio:  James Altucher.
Ticker Sense:  Put/call ratio has been rising for OEX.
 

Market Perspective:
Advance-Decline Line Strength - If we look at the daily advance-decline lines for just the S&P 500 Index stocks, a great chart from Decision Point, it's difficult to find signs of weakness.
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Perhaps even more surprising is that the advance-decline line for the S&P 600 small cap issues is also near a bull market peak:
[image: image8]
So far we're not seeing distribution in the AD line that would suggest a significant correction.
 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1452.00;  R1:  1456.25;   R2:  1459.50;   S1:  1448.75;   S2:  1444.50
 

We closed above the day's volume weighted average price of 1451.50 in the ES futures, continuing the neutral short-term trend.  Selling once again dominated the large caps, with the Institutional Composite ending at -209, but we saw modest buying in the broad market, with the Adjusted TICK at +110.  Demand rose to 62; Supply fell to 54, a rise in momentum despite the market weakness early in the day.  New 20 day highs dipped to 1429; new 20 day lows rose to 381.  Institutional Momentum also rose to +480, with 10 stocks from my large cap basket trading in intermediate-term uptrends, 6 in downtrends, and 1 neutral.  Given the waning downside momentum, if we can hold above Tuesday's lows on early selling, I'd expect a break above the recent price highs in the three major indices.
 

February 6, 2007
Ideas:
TraderFeed offers lessons from the morning trading sessions.
Eye-opening and dour assessment of China's banks:  Seeking Alpha.
Metrics for analyzing energy companies:  Yaser Anwar.
Chris Perruna on PetroChina.
Options and dividends: nice lesson from Adam Warner.
Rise in companies missing earnings estimates:  Seeking Alpha.
 

Links:
New Greenedia site:  links to all things Green.  I understand from InvesLogic that more theme-centered link sites are on the way.
Some very interesting links from Trader Mike, including perspectives on mentors.
The Kirk Report's favorite resources for ETF information.
Monday blog watch from James Altucher, including a worthwhile system trades of the day feature from StockPickr.
Check out the Trading Resources on Tyro's homepage; thanks to Tyro for aggregating these.
Monday links from Abnormal Returns, including Google's suite of anti MS Office apps.
 

Trading:
Monday's morning trading notes.
10-Q Detective may have found the best market predictor yet.  Yikes!!
Trader Mike tracks the recent narrow ranges.
Very nice post from Carl Futia on establishing support, resistance, and price targets.
Ways to win like Warren Buffet:  James Altucher.
Jason Goepfert's excellent SentimenTrader service notes that we have a rare situation of back to back narrow range days at market highs, which twice recently has led to declines.
Google's days as a daytrading stock are over:  Kevin Kelleher.
 

Market Perspective:
Downside Breakouts of the Opening Hourly Range - In past posts, I've mentioned the Trade Ideas Odds Maker module, which they compare to card-counting in a casino.  It's not a bad analogy: the goal is to see when the odds are stacked for and against you with a specific trade idea.  Well how about downside breakouts of the opening one-hour range for the S&P 500 Index (SPY)?  We've had 9 instances in the past three weeks of trading, and the trader who faded these downside moves made money 6 times.  The average winning trade made $.22 or over two full ES points; the average losing trade lost -$.10, or one ES point.  That provided a net profit of  $1.11, or over 11 full ES points.  I found no such comparable edge in fading upside breakouts of the opening hourly range.  My observations with Odds Maker are that during bullish market periods (such as we've had recently), it's profitable to fade downside breakouts of opening ranges and during range bound periods, it's profitable to fade all opening range breakouts in ES.  What I like about Odds Maker is that it quantifies what trades have been working lately.  It doesn't mean those ideas will work for all time, but as long as the market's trend is intact, you can go with these ideas and do a little card counting. 

 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1452.00;  R1:  1456.00;   R2:  1458.25;   S1:  1449.75;   S2:  1445.75
 

We closed above the day's volume weighted average price of 1451.25 in ES, initiating a short-term neutral trend.  Selling was moderate in the broad market, with the Adjusted TICK at -178, and among the large caps, with the Institutional Composite at -93.  Demand fell to 41; Supply rose to 78, as we continue to see waning momentum.  New 20 day highs fell to 1433; new 20 day lows rose slightly to 295.  Among the large cap stocks in my basket, we have 11 issues in intermediate-term uptrends and 6 in downtrends, taking the Institutional Momentum reading down to +400.  We're in a narrow range with waning momentum following a broad momentum rise.  My leaning is to fade edges of this range if we cannot attract volume to a potential breakout move and especially if we don't see an expansion of stocks making new highs/lows on such a move.
 

February 5, 2007
Ideas:
TraderFeed, with six keys to trading success.
With trading systems, simple is better:  Henry Carstens.
Interesting self-help book recommendations from Controlled Greed.
Housing foreclosures and bubble perspective from Mish.
 

Links:
Trader Mike's latest links, including using charts to form a watchlist.
NYSE Scalper's Super Bowl reading, including how to be consistently profitable.
Sunday links from Abnormal Returns, including how investors are using ETFs.
Super Bowl links from The Big Picture, including overpaying for stocks when profits are high.
 

Trading:
I like this tracking of the trading blogs from NYSE Scalper.
Wishing Wealth's General Market Index (GMI):  Interesting trend measure.
Favorite mining stocks from Millionaire Now!
The best mutual fund is currently long:  Quant Investor.
Bill Rempel tracks his open positions.
Kevin's take on the four-year cycle.
Strong and weak sectors from the past week:  MaoXian.
 

Market Perspective:
Tracking New Highs - Friday's market made 1046 new 65-day highs across the major exchanges.  That's quite strong, but a bit down from Thursday's level of 1158.  The failure of markets to expand the number of stocks making new highs on new price highs is one of the things I look for in markets that may be losing upside momentum and transitioning to short-term rangebound action.  The other measure I use is the Demand/Supply measure tracked on this site daily.  It's an index of the number of stocks trading above and below their short- and intermediate-term moving averages.  Demand dropped from 104 to 62 on Friday, while Supply rose from 31 to 40.  What that means is that momentum is still distinctly positive, but losing steam.  Once again note that momentum peaks tend to precede price peaks, but often consolidate first. 

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1452.00;  R1:  1455.00;   R2:  1457.25;   S1:  1449.75;   S2:  1446.75
 

We once again closed above the day's volume-weighted average price of 1452 in the ES futures, sustaining the short-term uptrend.  For the sixth consecutive session, we saw net buying in the broad market, with the Adjusted TICK at +269.  Selling was more evident among the large caps, with the Institutional Composite at -157.  Demand fell to 62; Supply rose to 40.  New 20 day highs dipped to 1762; new 20 day lows also dipped to 282.  Institutional Momentum again rose to +520, with 12 stocks in the large cap basket trading in intermediate-term uptrends, 4 in downtrends, and 1 neutral.  I will be watching to see if we can surmount the Friday highs in early buying.  If not, I'd expect tests of the Friday pivot/VWAP  and S1 levels as part of range bound trade.
 

February 4, 2007
Ideas:
TraderFeed on what kind of edge it takes to succeed at daytrading.
The Trader Performance page looks to the energy stocks for clues as to S&P 500 performance.
Why option volatility is so low:  Daily Options Report.
 

Links:
Trader Mike's links, including a view of how tough daytrading really is.  
Weekend linkfest from Barry Ritholtz, including interesting perspective from Bill Gross of PIMCO.
James Altucher's weekend blog watch, including top 5 cheap stocks.
 

Trading:
Sector week in review:  Seeking Alpha.
Kevin offers thoughts on letting profits run.
The Dogwood Report, on fading the NYSE TICK.
Perspectives on trading the NYSE TICK, from Short Term Trading.
 

Market Perspective:
Energy Stocks and the S&P 500 Index - Today's entry on the Trader Performance page examines performance of the S&P 500 Index as a function of the performance of S&P 500 stocks in the energy sector (XLE).  That is relevant to the present market.  When, as at present. we have a rising S&P 500 Index (SPY) over a five-day period and a strong energy sector (N = 218), the next ten days in SPY average a loss of -.36% (103 up, 115 down).  When the S&P 500 has been up over a five-day period but XLE has been relatively weak (N = 218), the next ten days in SPY average a gain of .52% (152 up, 66 down).  Buying the market after strength in the large caps has been a losing proposition when that strength has been accompanied by strength among energy issues. 

 

February 3, 2007
Ideas:
TraderFeed on what makes for good trade execution.
What happens after four straight days of market strength.
Jeff Miller makes a case for the bulls.
Home prices and where the futures say they're headed:  TickerSense.
 

Links:
Friday links from Trader Mike, including quite a commentary on daytrading.
Weekend links from The Market Speculator, including a perspective on February.
Friday blog watch from James Altucher, including system trades of the day.
Friday links from Abnormal Returns, including overbought ETFs.
 

Trading:
Friday's morning market comments.
Top takeover stocks:  James Altucher.
Renewed interest in the energy sector:  David Gaffen.
Jim Cramer likes coal.
Weekly scoreboard from Between the Hedges.
 

Market Perspective:
Reviewing Market Momentum - We're back up to 79% of S&P 500 Index stocks trading above their 50-day moving averages.  That number is up to 71% for the S&P 600 small cap issues, up from a bit under 50% just a week or so ago.  The picture is similar for the S&P 400 midcap stocks, 80% of which now trade above their 50-day averages, up from 50% recently.  Clearly the rally has been broad, with solid upside momentum.  Those kinds of rallies don't usually turn around on a dime. 

 

February 2, 2007
Ideas:
How short-term interest rate movements affect stocks: TraderFeed.
Excellent post on the role of the float in the bull market:  David Gaffen.
Exchange traded commodities (via InvesLogic).
The Big Picture on GDP.
 

Links:
Thursday links from Abnormal Returns, including low levels of analyst buy recommendations.
Alternative energy blogs and green venture capital sites:  InvesLogic.
Trader Mike's links, including why stocks will jump this year.
 

Trading:
Thursday morning market comments.
Alpha Trends tracks the bull and cautions against picking tops.
Charles Kirk on leveraged ETFs.
Couple of good posts from MaoXian on the China bubble.
Chris Perruna does a great job of sharing trading ideas.
Carl Futia, with a longer-term market perspective.
 

Market Perspective:
Expansion of New Highs - An important facet of the recent bull move is the participation of the small and mid cap issues.  That is expanding the new highs, making it difficult to short moves to new price highs.  We vaulted to 85 new highs among the S&P 500 Index stocks--close to levels we saw in March--though among small caps we still see divergences, with new highs at 52 among the S&P 600 stocks.  Dow stock new highs rose to 5 and NASDAQ 100 new highs rose to 10.  Both of those reflect divergences with earlier in the year as well.  Still, on a short-term basis, you want to fade new price highs if a majority of issues are not participating in the move.  If a move brings expanded new highs, the odds of continued upside momentum are improved.  

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1448.75;  R1:  1453.75;   R2:  1456.5;   S1:  1446.00;   S2:  1441.00
 

We once again closed above the day's volume weighted average price of 1447.75 in the ES futures, sustaining the short-term uptrend.  Buying again dominated the broad market, with the Adjusted TICK ending at 471.  That's its third consecutive reading above +400.  There was selling among large caps, with the Institutional Composite finishing at -193.  Demand continued strong at 104; Supply fell to 31.  New 20 day highs soared to 1966; new 20 day lows fell to 299.  As noted above, this is a significant broadening of the rally.  Among the large cap stocks in my basket, 10 traded in intermediate-term uptrends and 7 in downtrends, lifting the Institutional Momentum reading to +320.  Momentum has remained solid during this move and, while a pullback would not be unusual following four consecutive days of rising new 20-day highs, it's worth noting that momentum peaks tend to precede price peaks.  The small caps have led the strength in this recent rally, and I don't expect any important correction until they attract selling.
 

February 1, 2007
Ideas:
Part Two of the two-part series: TraderFeed looks at context as a way of finding an edge in flat markets.
The Big Picture takes apart the Fed announcement.
Fear is healthy and greed is good, from John Forman.
New ETFs covering Russia and worldwide alternative energy:  Seeking Alpha.
Lots of homes sitting empty:  Mish.
The two biggest mistakes of individual investors:  A Dash of Insight.
TIPS signaling anxiety about inflation:  Capital Spectator.
 

Links:
More fine links from The Kirk Report, including what happens after M&A booms.
Hedge fund posts from Yaser Anwar.
James Altucher's Wednesday blog watch, including stocks that would benefit from $100 oil.
 

Trading:
Wednesday's morning market comments.
Trader Mike looks at breakout levels in the indices.
David Gaffen on eight consecutive up months in the market.
Carl Futia on the market's upside targets.
 

Market Perspective:
Update of the New Highs - Another record close for the Dow; let's take a look at the divergences that were mentioned a while back.  We had 54 new 52-week highs in the S&P 500 Index stocks, about the same level we saw last week and below the levels of two weeks ago.  Among the S&P 600 small cap issues, we had 43 new highs.  That's more than we saw last week, but below the levels from November and December.  (We had over 80 small cap highs in November).  Interestingly, only 3 Dow Industrial stocks out of 30 made new annual highs on Wednesday--well down from the levels of two weeks ago, when we had 12 new highs.  Let's see if the rally can broaden out this time. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1439.75;  R1:  1450.25;   R2:  1457.25;   S1:  1432.50;   S2:  1422.00
 

We closed above the day's volume weighted average price, sustaining the short-term uptrend.  Buying dominated the broad market, with the Adjusted TICK finishing at +402, and also led the large caps, with the Institutional Composite at +177.  Demand remained strong at 100; Supply rose to 55.  New 20 day highs rose to 1467, the highest level since 1/16; new 20 day lows were surprisingly high at 444.  Institutional Momentum jumped to +20, with 7 stocks in intermediate term uptrends and 10 in downtrends.  It is not unusual to get pullbacks following momentum peaks as part of a transition to more rangebound trade; I will be looking for evidence that we've put in a momentum peak in early trade on Thursday.  
 

