March 31, 2005 

Buying dominated the market through the day on Wednesday, following the signs of strength noted in yesterday's blog.  We closed well above the day's average price of ES 1179, as the proportion of stocks uptrending stayed positive through the day, shifting the short-term trend to bullish.  The adjusted TICK was very strong at +1126; the Institutional Composite was also heavily skewed toward buyers at +568.  Demand rose to 88; Supply was 19.  New 20 and 65 day highs were 280 and 131; new 20 and 65 day lows dropped to 1382 and 660.  Buying dips that remain above the day's average price is the operative strategy.

March 30, 2005 

The market could not break above its previous day's highs in early trading on Tuesday, eventually breaking below the lows and continuing the short-term downtrend.  We closed below the day's average price of ES 1175, as the proportion of stocks uptrending vs. downtrending deteriorated through the day.  Selling was not as dominant during the day as one might have thought: the adjusted TICK was -154 and the Institutional Composite was 25.  Even more interestingly, we saw fewer stocks make new lows compared to last week, both within my basket of stocks and across the broad market.  Demand was 31; Supply was 83.  The Cumulative Demand/Supply Index is approaching levels normally associated with intermediate-term market lows.  New 20 and 65 day highs dropped to 254 and 129; new 20 and 65 day lows rose to 2304 and 1161.  The market remains in a downtrend, and selling bounces that remain below the day's average price remains the preferred strategy.  Nonetheless, I am alert for signs of strength and would look to buy tests of the recent lows if we see fewer stocks participating to the downside.

March 29, 2005 

Monday's market opened stronger, but the proportion of stocks in uptrends quickly disintegrated.  As on Thursday, this ushered in weakness by day's end, as we closed well below the day's average price of ES 1180 and continued the short-term downtrend.  Selling dominated the broad market, with the adjusted TICK at -301.  The Institutional Composite showed less selling among the large caps, closing at -32.  Note the continued downtrend in the cumulative lines for both the adjusted TICK and the Institutional Composite.  Demand was 53; Supply was 44.  New 20 and 65 day highs rose to 367 and 188; new 20 and 65 day lows also rose to 1755 and 889.  As before, selling bounces that fail to exceed the day's average price is the operative strategy.

March 28, 2005 

The market retraced early strength on Thursday, ending near the day's lows and well below the day's average price of ES 1180.  This continued the short-term downtrend.  Buying was evident in the broad market, with the adjusted TICK at +270, though selling dominated the large caps, with the Institutional Composite at -264.  Demand was 55; Supply was 27.  New 20 and 65 day highs rose to 291 and 146; new 20 and 65 day lows dropped to 1396 and 823.  Selling bounces that remain below the day's high remains the strategy; we need to move below Thursday's lows with an expansion of the number of stocks making fresh new lows to continue the downward trend.

March 26, 2005 

The article of the week both introduces a new weblog measure and discusses how traders respond to losing trading days.  It's one of my most personal--and, IMHO--best articles, because it captures a distinction between winning and losing traders that I have struggled to put into words for a while.  

March 24, 2005 

Once again, persistent selling kept us in the short-term downtrend, with the market closing near its average price of ES 1176.  The market's deterioration is evident in the Overbought-Oversold Index (derived from intraday advances and declines within the basket of stocks that mimic the S&P 500) and Money Flow.  Selling was heavy in the broad market, with the adjusted TICK ending the day at -768.  This is the 11th net selling day in the past 12 sessions.  The Institutional Composite finished at -182, its seventh consecutive day of net selling.  The cumulative lines for the TICK and Institutional Composite continue to show selling pressure in the market.  Demand was 27; Supply expanded to 93.  New 20 and 65 day highs dropped to 197 and 88; new 20 and 65 day lows soared to 2694 and 1534.  This is the weakest new high/low reading for 2005.  Selling bounces that remain below the day's average price continues as the operative strategy.

March 23, 2005 

The market reversed early strength due to a surge in interest rates, moving below Monday's lows and continuing the short-term downtrend.  We closed well below the day's average price of ES 1186 on very strong afternoon selling.  The adjusted TICK was -205; the Institutional Composite ended at -72.  Demand was 55; Supply was 68.  New 20 and 65 day highs were 363 and 206; new 20 and 65 day lows expanded to 1731 and 970.  As long as we make lower lows with a negative Demand/Supply balance, negative daily TICK, and expanding new lows, the trend remains to the downside and selling bounces below the day's average price remains the operative strategy.

March 22, 2005 

Monday's market moved lower, continuing the short-term downtrend and closing below the day's average price of ES 1188.  Selling once again dominated the broad market, with the adjusted TICK finishing at -606.  Selling was lighter among the large caps, with the Institutional Composite at -74.  Demand was 40; Supply was 69.  The Cumulative Demand/Supply Index is showing continued deterioration, as is the new high/low indicator.  New 20 and 65 day highs were 370 and 207; new 20 and 65 day lows expanded to 1710 and 920.  The new lows were the highest readings thus far in 2005.  Selling bounces that remain below the day's average price continues as the operative strategy.

RESEARCH NOTE:  The 10 day adjusted NYSE TICK reached -503 on Monday.  Since July, 2003 we have only seen five other time periods when the 10 day NYSE TICK was less than -350.  The S&P, as measured by SPY, was higher 20 days later after all five occasions, by an average of 2.25%.  While peak negative TICK readings have not always corresponded to price lows during market corrections, they generally have occurred late in bear swings, often near momentum lows in the market.
March 21, 2005 

Friday's market pushed lower for much of the day before rallying in the afternoon and closing near the day's average price of ES 1191.5.  Our short-term trend turned bearish with the decline.  Selling dominated the market, with the adjusted TICK at -564 and the Institutional Composite at -533.  Demand was 49; Supply was 64.  New 20 and 65 day highs rose to 375 and 216; new 20 and 65 day lows also rose to 1449 and 781.  Deterioration in the new high/low figures can be seen in my basket of stocks, as well as in the broad market.  Similarly, we are seeing deterioration in money flow and in the cumulative lines for the adjusted TICK and the Institutional Composite.  Notice the severe drop in the TICK, as measured by the intermediate-term oscillator.  As mentioned last week, buying in these measures needs to be seen before we can put in a bottom.  Selling bounces that remain below the day's average price is the operative strategy.  New lows, accompanied by an expansion in the number of stocks registering fresh short-term lows, will be needed to sustain the downtrend. 

March 20, 2005 

I enjoyed presenting the topic of "Greatness and Creativity" to the New Intellectual Forum in Chicago yesterday.  Thanks to that group for the excellent discussion.  Posted here is a list of readings that I drew upon for that talk.

March 18, 2005 

The market stabilized on Thursday, closing below its average price of ES 1195 and setting up a neutral short-term trend.  Any move beyond Thursday's highs (lows) that expands the number of stocks registering fresh short-term highs (lows) will shift us into a bullish (bearish) mode.  We need to see stronger behavior from the Cumulative TICK to see bullish action on an intermediate-term basis.  Buying dominated for the first session in eight, with the adjusted TICK at +315.  Selling continued in the large caps, however, with the Institutional Composite ending at -270, its third consecutive negative day.  New 20 and 65 day highs were 333 and 175; new 20 and 65 day lows were 1394 and 722.  Fading moves toward yesterday's highs or lows that do not expand the number of issues making new highs/lows is the operative strategy.

March 17, 2005 

This will be an abbreviated blog due to data collection difficulties.  The market continued its short-term downtrend, closing below its average price of ES 1195.  Demand was 29; Supply was 117.  New lows swamped new highs both in my basket of stocks and across the broad market.  We saw 271 new 20 day highs against 1693 new 20 day lows; 151 new 65 day highs vs. 835 new 65 day lows.  Selling bounces that remain below the average price remains the operative strategy.

March 16, 2005 

The market's early strength on Tuesday gave way to significant selling, taking the market to its Monday lows and returning us to a short-term downtrend.  We closed well below the day's average price of ES 1209, due to the sixth consecutive day of net selling in the broad market.  The adjusted TICK finished at -703; the Institutional Composite was also weak at -454.  The broad selling continues to manifest itself in the Cumulative TICK Line, but also in the expanding new lows among my basket of stocks and the declining Money Flow.  Demand was 68; Supply was 70.  New 20 and 65 day highs ended at 552 and 307; new 20 and 65 day lows were 1169 and 556.  Selling rallies that remain below the day's average price is the strategy for the AM.

March 15, 2005 

Monday's market began with a bounce, then traded lower at midday.  With the waning of stocks making intraday lows, however, and the failure to break Friday's lows, a rally ensued that took us to the day's highs.  This shifted us to a neutral short-term trend, as we closed the day above the day's average price of ES 1207.5.  We need to stay above this level and break above Monday's highs with an expansion in the number of stocks making new highs to turn the trend bullish.  A break below the day's average price would likely signal a continuation of range bound, neutral trend trading.  Selling continued in the broad market, with the adjusted TICK at -298, but the Institutional Composite was modestly skewed to the buy side at +128.  We continue to see weakness in the Cumulative TICK Line, but relative strength in the cumulative line for the Institutional Composite.  Demand ended the day at 82; Supply was 51.  New 20 and 65 day highs were 451 and 258; new 20 and 65 day lows were 1204 and 536.  Any expansion of these new lows would signal a return to the downtrend.

March 14, 2005 

This week's article is taken from a posting to the Spec List, a noble group of traders inspired by the work of Victor Niederhoffer (who in turn has found inspiration in Ayn Rand and Francis Galton).  

The market reversed early strength on INTC news, continuing its short-term downtrend and closing well below its day's average price of ES 1209.5.  (Note that, as of Thursday, all ES calculations are based on the June contract).  Selling has continued in the broad market, with the adjusted TICK on Thursday and Friday ending at -434 and -562 respectively.  The selling has been milder among the large caps, with the Institutional Composite ending at +552 and -328.  While deterioration continues in the Cumulative TICK Line, some stabilization can be seen in the cumulative line for the Institutional Composite.  Demand was 45 vs. 40 on Thursday; Supply was 68 vs. 108 on Thursday.  New 20 day highs for Thursday and Friday were 402 and 428; new 20 day lows were 1166 and 1223.  New 65 day highs for Thursday and Friday were 228 and 259; new 65 day lows were 475 and 549.  The deterioration in the new highs/lows suggests that we are not yet seeing the drying up of selling normally present at market bottoms.  The strategy of selling bounces below the day's average price has served quite well over the past several days and continues as the operative strategy.

March 11, 2005 

The next full blog entry will be Sunday.  February's entries are archived here; all previous entries are archived via the links above.

March 10, 2005 

Wednesday's market continued its short-term downtrend, closing well below its day's average price of ES 1214.  Selling was very heavy across the broad market, with the adjusted TICK at -1079.  Our moving average of the adjusted TICK is now at a level consistent with short-term momentum lows in the market.  Selling was also evident in the large caps, with the Institutional Composite at -357.  Demand was 26; Supply soared to 168.  Since September, 2002, we have only had 15 trading days (out of 626) with a Supply number that elevated.  Interestingly, four of those occasions have occurred since early December, whereas none occurred between June and December.  This suggests that weakness is expanding to the broad list of issues.  New 20 and 65 day highs dropped to 598 and 386; new 20 and 65 day lows expanded to 940 and 417.  The continued weakness in the new highs/lows, once again, is pronounced given how close we are to bull market highs.  This, too, speaks to weakness across the range of issues.  As before, selling dips that remain below the day's average price is the operative strategy.

March 9, 2005 

The market broke below its previous day's lows on Tuesday, expanding intraday new lows and 65 day new lows, and setting up a short-term downtrend.  We closed below the day's average price of ES 1222; bounces that remain below this level are candidates for sales.  Selling dominated in the broad market, with the adjusted TICK finishing at -425.  Less selling was evident in the large caps, with the Institutional Composite at -8.  Weakness continues to be evident in the intermediate term, across both the Cumulative TICK and Institutional Composite lines.  Demand ended at 32; Supply was 95.  New 20 and 65 day highs dropped to 862 and 564; new 20 and 65 day lows rose to 564 and 271.  Rising interest rates, the falling dollar, and rising oil prices are intermarket themes worth observing during the day for possible clues as to catalysts for further weakness.  

March 8, 2005 

The market on Monday continued its rise, moderating in the afternoon, but still maintaining its short-term uptrend.  We closed below the day's average price of ES 1227, as late action retraced most of the gains in the S&P 500.  The number of stocks making intraday highs dwindled during the session, indicating waning upside momentum.  Buying was only very modestly positive, with the adjusted TICK at +93 and the Institutional Composite at +97.  Demand ended the day at 63; Supply was 49.  New 20 day highs expanded within my basket of stocks, as did Money Flow, but both are well below prior bull market peaks.  New 20 and 65 day highs were 1342 and 834; new 20 and 65 day lows were 461 and 228.  These also are well below the levels seen earlier in the year.  We need to continue to make new price highs and sustain Demand levels that exceed Supply to continue the short-term uptrend.  

March 6, 2005 

Friday's market broke sharply higher following the economic reports, shifting our short-term trend to bullish, expanding new highs, and stopping me out of my short position.  We closed above the day's average price of ES 1221; buying dips that remain above the day's average price is the operative strategy.  Buying was quite strong, with the adjusted TICK at +779 and the Institutional Composite at +428.  Demand ended the day at 105; Supply was 36, reflecting the upside momentum.  New 20 and 65 day highs rose to 1326 and 858, the latter the highest level since early February.  New 20 and 65 day lows dropped to 471 and 232.  

Looking over the 421 trading days since early July, 2003, I found 39 occasions in which the adjusted TICK > 700 for the day.  The next day the market averaged a gain of .13%, with 25 occasions higher; 11 lower; and 3 unchanged.  Interestingly, when the next day's adjusted TICK exceeded +400 (n=19), the average gain that day was .42%--and the following day averaged a gain of .72%.  When the adjusted TICK was below +400 (n=20), the market averaged a loss of -.14%, and the following day showed a loss on average of -.13%.  I will be monitoring the adjusted TICK during the day to handicap the odds of a continuation of a bullish short-term trend.

March 5, 2005 

The response to the Kingstree Trading training program has been excellent, and we have finished our recruiting for the March-May period.  Recent changes to the program have been updated on the Kingstree training page.  The article on training new traders has also been updated to reflect those changes.

March 4, 2005 

The market stayed within its neutral range on Thursday in advance of important economic reports on Friday.  Once again we closed near the day's average price of ES 1211--basically the same average price that we saw over the previous two days.  The adjusted TICK finished at -51; the Institutional Composite closed at -288.  The cumulative lines for the TICK and Composite both continue to show waning buying pressure.  Demand finished at 61; Supply was also 61.  New 20 and 65 day highs dropped to 808 and 494; new 20 and 65 day lows also dipped to 505 and 237.  We continue to see reduced new highs both within the basket of stocks and across the broad market.  As emphasized in earlier blogs, we need to see an expansion of new highs or new lows to confirm any trending move out of this neutral range.

March 3, 2005 

Wednesday's market broke above its range of the past two days, only to fail to expand new highs and fall back by the close.  This continued our neutral short-term trend, as we finished near our day's average price of ES 1211.  Note the average prices of the past four days--1207, 1205, 1210, 1211--have created a multi-day range that should eventually yield a good breakout move.  For reasons outlined in yesterday's blog, I have my doubts that the ultimate resolution of any such breakout will be to the upside.  Meanwhile, yesterday's observation also holds: moves above or below the recent range will need to be accompanied by an expansion in the number of stocks registering fresh short-term highs/lows to shift us into a directional, trending mode.  Buying on Wednesday was moderate in the broad market, with the adjusted TICK at +195.  Selling dominated the large caps, however, as the Institutional Composite closed at -366.  Demand fell to 61; Supply rose to 68.  New 20 and 65 day highs fell to 878 and 531, but new 20 and 65 day lows also dropped to 531 and 259.  I continue to be unimpressed with the number of stocks making new highs so close to the bull market highs.

March 2, 2005 

Tuesday's market moved higher, but stalled out near the highs of the prior two sessions before dipping late in trading.  This kept us in a neutral short-term trend, as we closed slightly below the day's average price of ES 1210.  Buying dominated the session, with the adjusted TICK at +351 and the Institutional Composite at +153.  Demand rose to 113; Supply was 42.  New 20 and 65 day highs dipped to 951 and 555; new 20 and 65 day lows also dropped to 558 and 283.  The trading strategy mentioned yesterday continues to hold: moves above or below Tuesday's range will need to be accompanied by an expansion in the number of stocks registering fresh short-term highs/lows to shift us into a directional, trending mode.

I have mentioned for a while now my concerns over the longer-term market picture.  Waning upside momentum is evident in the Cumulative TICK Line--both short and longer-term--and in the cumulative line for the Institutional Composite, short and longer-term.  We also see waning strength in the new highs, both for my basket of stocks and in the broad market.  The Cumulative Demand/Supply Index shows reduced strength, and among institutions we're seeing less vigorous buying and some increase in selling.  Accordingly, I have begun accumulating an intermediate-term short position in the ES.
March 1, 2005 

The market was unable to surmount its overnight highs in early trading, eventually retracing its Friday gains before bouncing higher in the afternoon.  As a result, we are in a neutral market trend, closing near our day's average price of ES 1205.  We will need to see a move above Monday's highs expanding the number of stocks making fresh new highs to reestablish the uptrend; a move below Monday's lows that expands new lows would establish a short-term downtrend.  Selling was dominant on the day, with the adjusted TICK at -588 and the Institutional Composite at -246.  Demand was 62; Supply was 78.  The Cumulative Demand/Supply Index is showing waning strength.  New 20 and 65 day highs rose to 1298 and 850; new 20 and 65 day lows also rose to 776 and 369.  The large number of new lows when we are close to bull market highs is of concern.

