March 31, 2007
Weekend Reading:
Interesting five-day reversal effects in the S&P 500 Index:  TraderFeed.
My thoughts about what goes into a good blog.
Contemplations from VIX and More.
Patience and profitability from Market Speculator.
Three pillars of a trader's mindset:  Chart Strategist.
How hope and fear work together to kill traders: Dinosaur Trader.
Getting paid to take risk:  Trading Digest.
The mental models of successful traders:  StockBee.
The curveballs traders face:  NYSE Scalper.
Stock Bandit on trading responsibly.
Links from Misstrade, including media bias re: real estate.
 

Market Perspective:
A Weaker High?:  Here's the S&P 500 Index, plotted against 20-day new highs minus lows for all listed stocks, going back to the start of 2007.  The net new highs are in pink.  My big concern here, given the lack of follow through to the upside, is that we may be putting in a lower high following the big market drop.  If that's the case, I'd expect an eventual test of the lows.  I've not been impressed with dollar volume flows into stocks after the initial bounce from the lows.

 

March 30, 2007
Ideas:
There are a number of very good trading blogs out there that provide valuable illustrations of how to trade.  I'll be compiling a linkfest of "how to trade" posts in the next few days.  If you have posts or sites you'd like to recommend, do drop me a line:
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TraderFeed:  Why we don't always trade our plans.
Check it out: This is what I'm talking about: A great how-to trade post from Michelle B. and Trader Mike.
A really intelligent conversation about Fed monetary policy from Mish.
Very interesting work tracking advances and declines in the S&P 500 and the various sectors: Ticker Sense.
Excellent posts on the economy and the stock market from CXO Advisory.
 

Links:
Thursday links from Abnormal Returns, including how to approach your trading plans.
The Thursday blog watch from James, including the best 20-year stock chart of all.
 

Trading:
Corey finds momentum divergences in the recent market.
The Chart Strategist, on his trading methodology.
Trader Cowboy posts his trades and what he's learned from them.
Galatime:  Time for a breather in gold?
Adam, on the ISEE put/call ratio and what it's saying.
StockPickr on the computer security index.
24/7 Wall St. on one way to trade the outsourcing movement.
Declan Fallond: Only the Russell has held its 50 day MA.
Perspectives on the banks: David Gaffen.
 

Market Perspective:
Changing Tides?:  I've been emphasizing that weakness begets weakness in the short run, just as strength begets strength.  When the market displays stronger/weaker momentum and strength today relative to yesterday, I generally look for follow through the next day.  Today, however, we saw a lower low in price for the major indices, but improved momentum, as measured by the Demand/Supply Index (see below).  We also saw an increase in the number of S&P 500 stocks trading above their 20-day moving averages (from 46% to about 53%).  Among the S&P 600 small caps, the number of stocks trading above their averages rose from about 53% to about 57%.  When falling markets start taking fewer stocks with them, it's time to look for reversals.
  

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1430.75;  R1:  1438.25;   R2:  1444.75;   S1:  1424.25;   S2:  1416.75
We closed above the day's volume-weighted average of 1430.50 in the ES futures thanks to late buying, placing us in a neutral short-term trend.  Thursday was the first day in the recent decline in which we saw significant divergences between price lows and the Weblog indicators.  Buying and selling were relatively balanced in the broad market, with the Adjusted TICK at -72.  We saw net buying in the large caps, with the Institutional Composite ending at +276.  Demand increased to 75; Supply fell to 56.  New 20 day highs rose to 862; new 20 day lows actually shrank to 508.  Institutional Momentum improved modestly to -480, with 4 large cap issues in the basket trading in intermediate-term uptrends, 11 in downtrends, and 2 neutral.  My strategy is to buy weakness that holds above the Thursday lows, and I note that the 1430.50 level has been the volume weighted average price now for two trading sessions--a useful reference point if we lapse into range bound trade on Friday. 

 

March 29, 2007
Ideas:
TraderFeed investigates information processing and self-sabotage in trading.
Interesting observations about doctors and traders from Curtis Faith.
Random Roger points out the Iran risks.
The Fed's dilemma:  Barry Ritholtz; and its hawkish shift: Seeking Alpha.
Trading mistakes to avoid:  Chris Perruna.
MaoXian on Vonage and Happy Meals:  Why valuations matter.
Trader's Narrative is sponsoring a contest for financial bloggers.
 

Links:
Wednesday links from Abnormal Returns, including why economic statistics are ignored.
Blog watch from James Altucher, including his System Trades of the Day.
Silver, gold, and coins:  perspectives from Larry Nusbaum.
 

Trading:
With Bernanke's clarifications, the market has given back its Fed gains: Trader Mike.
Excellent tracking of the energy markets from Zman.
Thanks to Alpha Trends for pointing out the Apex Trader stockpicking site.
VIX volatility:  Daily Options Report.
 

Market Perspective:
Revisiting Dollar Volume Flow For The Dow:  We've had two consecutive days of subnormal dollar volume flow into the Dow 30 stocks.  Note how the 5-day flow has peaked at levels considerably lower than the prior peaks during the sustained market advance.  Not surprisingly, the largest inflows have gone into XOM, given the rise in oil prices.  Net outflows over the last five days were recorded for HD (fallout from the housing crunch) and INTC.  We also saw strong inflows for T and MO.  And, by the way, we've had four non-overlapping occasions since 2004 in which SPY has been down by over 1% on a five-day basis and XLE (energy ETF) has been up more than 3%.  Four of those five occasions, SPY was up one week later.
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Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1430.25;  R1:  1436.00;   R2:  1442.50;   S1:  1423.75;   S2:  1418.00
We closed below the day's volume-weighted average of 1430.50 in the ES futures, continuing the short-term downtrend.  In yesterday's comments, I noted that weak days in strength, momentum, and sentiment tend to be followed by further weakness.  That's what we saw today, and that made today weaker still.  Accordingly, my normal expectation is for a test of Tuesday's lows, as momentum generally bottoms ahead of price.  That having been said, we did see some inefficiency to the downside late Tuesday as very negative TICK readings could not drive price of ES lower.  Let's see if those downside levels can hold in early Wed. trade.  Among large caps, buying and selling pressure were even, with the Institutional Composite finishing at -15.  We saw a bit more selling in the broad market, with the Adjusted TICK ending at -127.  Demand was 31; Supply soared to 136.  New 20 day highs dipped to 712; new 20 day lows rose to 545.  Among the stocks in my large cap basket, Institutional Momentum dropped significantly to -540, with only 5 stocks now trading in intermediate-term uptrends, 11 in downtrends, and 1 neutral.  Until we see evidence of above average dollar volume flow (see above), buying sentiment, and momentum, selling bounces will remain a money maker.  

 

March 28, 2007
Ideas:
TraderFeed explores Toby Crabel's classic text and the epistemology of trading.
Great post on learning how to trade: The Kirk Report.  Rumor has it that Charles is planning some major upgrades for the members' section of the site, including enhanced stock screening.  I'll be dishing up a review as those upgrades arrive.
Mish, on the unexpected bad housing news.
A leading measure of housing prices turns negative: The Big Picture.  Here's the view from Crossing Wall St.
Housing effects on the economy: David Gaffen.
 

Links:
More links from Kirk, including the bear market in the dollar.
Recent links from Trader Mike, including the virtue of patience.
Tuesday links from Abnormal Returns, including why gurus lean toward extreme forecasts.
Tuesday blog watch from James Altucher, including his stock picks for the CNBC contest.
 

Trading:
How to trade merger news: Yaser Anwar.
StockPickr has a watchlist for unique and uncorrelated ETFs.  See also the portfolios that follow how Goldman Sachs trades.
Stocks that dropped the most in the decline have rebounded the most: Ticker Sense.
 

Market Perspective:
Momentum, Sentiment, and Strength:  I will be posting on this topic to TraderFeed shortly.  The momentum (Demand/Supply), sentiment (Adjusted TICK) and strength (20 day highs/lows) indicators from this Weblog do a very good job of telling us whether today's market has been stronger or weaker than the prior day's.  That, in turn, may provide us with useful cues as to whether we're more likely to hit particular pivot-based target prices.  The idea is that weakness/strength today will tend to carry forward in early trade the next day.  Let's see if that idea pans out when we investigate recent market history.  For the record, Tuesday's market was weaker than Monday's in momentum, sentiment, and strength.
  

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1440.25;  R1:  1444.75;   R2:  1448.50;   S1:  1436.50;   S2:  1432.00
We closed near the day's volume-weighted average of 1440.00 in the ES futures, but moved sharply lower after the close, placing us in a short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK ending at -267, but we saw buying interest among the large caps, with the Institutional Composite finishing at +251.  Demand fell to 30; Supply rose to 88.  New 20 day highs dropped to 744; new 20 day lows rose to 379.  Institutional Momentum fell to -20, with 9 stocks in the basket trading in uptrends, 7 in downtrends, and 1 neutral.  As long as we see lower price lows and an expanding number of stocks registering fresh 20 day lows, the trend remains down and selling bounces remains the operative strategy. 

 

March 27, 2007
Ideas:
TraderFeed looks at price-volume correlation and trending.
I've been risk management and found a great post from Mike's archive re: position sizing.
Self improvement and productivity from Caravaggio.
The Big Picture on looming market hazards.
NASDAQ Follies offers a French language version of my post on psychological risk management and raises a very interesting question about low SPY volume prior to the market drop.  That might be worth researching...  
 

Links:
Monday's blog watch from James Altucher, including 15 top stock picks.
Monday links from Charles Kirk, including stock screens for the CNBC challenge.  BTW, here's the links to the best of the Kirk Report from the archives.  Readers tend to forget how valuable those archives are for researching topics.
Recent links from Trader Mike, including a weekly chart review.
 

Trading:
Shifts in the distribution of sentiment: Catching market turns.
ETFs for the market rebound:  ETF Trends.
MarketBeat on the recent shift in sentiment.
 

Market Perspective:
New Highs/Lows:  As this excellent chart from Decision Point indicates, tracking 52-week new highs versus lows specific to the S&P 500 stocks is quite helpful.  The 10-day MA of new highs minus lows has identified intermediate-term bottoms very well over the last several years.  Note that we're nowhere near the level in the 10-day MA that has been associated with market tops (though I would not be surprised to see divergences in the new high/low data should we make price highs in SPX). 
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Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1442.75;  R1:  1451.50;   R2:  1458.25;   S1:  1436.00;   S2:  1427.25
We closed above the day's volume-weighted average of 1441.00 in the ES futures, returning to the trading range of the prior two days and placing us in a neutral trending mode.  We saw net buying in the large caps, with the Institutional Composite ending at +214, and in the broad market, where the Adjusted TICK finished at +107.  Demand fell to 47; Supply rose to 80.  New 20 day highs rose to 1106; new 20 day lows also rose to 340.  Among the stocks in my large cap basket, 10 are trading in intermediate-term uptrends, 5 in downtrends, and 2 neutral.  That dropped Institutional Momentum to +200.  I continue to see the recent action as consolidation that will eventually lead to another move higher.  A break below yesterday's lows, particularly one that expands the number of stocks making fresh 20-day lows, would clearly contradict this view.  My leaning for the day is to buy weakness that holds above yesterday's lows, but it would not surprise me to see more range bound action around yesterday's pivot level/VWAP.   

 

March 26, 2007
Sunday Reading
TraderFeed explores three steps toward successful stock picking.
A bevy of trading psychology resources linked here, including new articles.
The Trader Performance page begins a look at the Power Measure.
The NYSE Scalper does a great job of finding practical trading links.
Fascinating post re: northern lights and markets from CASTrader.
Victor Niederhoffer, with lessons from a bygone era.
Kevin, on the recent emotional roller-coaster in the markets.
Sunday links from Abnormal Returns, including recent returns from various asset classes.
Spring linkfest from The Big Picture, including high margin levels.
 

Market Perspective:
Momentum Update:  We now see over 70% of S&P 500 stocks trading above their 50-day moving averages.  That level is 66% for the S&P 600 small caps and 62% for the NASDAQ 100.  Over 70% of all NYSE listed issues are trading over their 50-day MAs.  Momentum tends to peak ahead of price.  As long as we see rising momentum, the market rise should be intact.   

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1447.50;  R1:  1450.25;   R2:  1454.00;   S1:  1443.75;   S2:  1441.00
We closed near the day's volume-weighted average of 1447.50 in the ES futures, continuing the short-term uptrend.  Buying continued in the broad market, with the Adjusted TICK at +149; we had net selling among large caps, however, with the Institutional Composite at -284.  Demand fell to 56; Supply also rose to 41.  New 20 day highs fell to 971; new 20 day lows also dipped to 281.  Institutional Momentum moved up a notch to +360, with 13 stocks in intermediate-term uptrends and 4 in downtrends.  We've had two days of consolidation following a sharp rise.  If this is all the sellers can accomplish, we should resume new price highs before too long.  Conversely, a break below the lows from the past two days that expands the number of stocks making fresh 20-day lows would end the short-term uptrend. 

 

March 25, 2007
Ideas:
TraderFeed extends the new high/low data to swing time frames.
Psychological risk management: an oft-neglected part of the trader toolbox.
There's a lot to be said for building P/L brick by brick: Taylor Tree.
A positive view of the global economy:  A Dash of Insight.
A slowdown in shipping and outlook for increasingly choppy growth:  Mish.
Recent buzz from DaytradeTeam.
 

Trading:
Great post on dummy trading without gaps from Trader's Narrative.
Trading lessons from Matt Ford and Minyanville.
High Probability Trading on intermarket relationships.
Eddy questions Yahoo!'s valuation.
Roger notes a group of new foreign ETFs.
Carl makes the case for an intact bull market.
 

Market Perspective:
Weekly Strength:  Someone wrote to me, patiently trying to inform me that markets and social phenomena are governed by numerical sequences that underlie all of nature.  Feeling like you're part of a greater Order must be reassuring; such believers must be happier than you and me.  Amazing how a difference of just one chromosome can determine what we can see.   
Anyway, we had a very strong week in the markets.  Indeed, it was the strongest week in the S&P in years, with a gain of about 3.5% in SPY.  So what happens after a strong week in the Spooz?  We've only had five occasions since 2004 in which SPY has been up over 3% in a single week.  The market closed higher the following week on four of those occasions by an average of .46%.  We've had 9 occasions in which SPY has been up more than 2.5% on the week and 7 of those have closed higher the following week.   

 

March 24, 2007
Ideas:
TraderFeed takes a look at trading intraday breakout patterns and catching short-term reversals with intraday new high/new low data.
Great post on intellectual integrity from Jeff Miller.
Very thoughtful post on the role of randomness in our results from The Way of the Turtle.
The power of mindset from the Value Investor in India.  
How U.S. recession would affect India:  Galatime.
 

Links:
Recent links from Trader Mike, including why the debt bubble still hasn't burst and a perspective on trading coaches.
The Kirk Report looks at winners and losers for the week and offers a bundle of weekend reading links, including one for his own free newsletter.
Friday links from Abnormal Returns, including manipulative short selling.
 

Trading:
Phil reviews his trading week and makes an excellent point about keeping journals that include the context of your trades.
Five things to know from Kevin Depew, plus a not-so-neutral view of China.   :-)
Another fine trading interview from StockTickr.
Top ten midcap stocks:  StockPickr.
 

Market Perspective:
Making the Breakout Trade:  Below is the chart from my recent TraderFeed post.  Note that the rationale for the breakout trade is equally valid across time frames.  A range represents a relative degree of consensus among market participants regarding the value of a stock or market index.  When we see a breakout from this range on significantly enhanced volume, it suggests that there is a repricing of value among the largest participants who move markets.  Moreover, when we see that pullbacks occur on reduced volume, it tells us that these same large participants are not viewing higher prices as a reason to sell.  This means that we should see further buying once selling dries up.  We generally think of breakouts in terms of price, but the breakout rationale also applies to market indicators, such as NYSE TICK and new highs/new lows.  In an upcoming post, I'll take a look at indicator breakouts and their near-term predictive value.  Ultimately, the success of the strategy requires relatively tight stops below the breakout, so that you can ride winners far longer than the losers.  The horizontal light blue lines show successive pullbacks in the stock.  These serve as potential trailing stops to lock in profit, even as you let winning trades run. 
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March 23, 2007
Ideas:
TraderFeed:  What to expect after strong upside momentum.
A pattern to recent Fed meetings noted by Victor Niederhoffer and Laurel Kenner:  two ups and a soar.
Spillover of subprime problems to housing: David Gaffen.
Which sectors beat earnings estimates: Ticker Sense.
 

Links:
NASDAQ Follies offers its first TraderFeed post in French language; thanks also to Pierre Daubner and Godmode Trader for providing TraderFeed posts in German.  Here is Babel Fish for translation of other articles on those sites.  
Wallstrip's take on Starbucks (via Trader Mike's recent links).
Thursday links from Abnormal Returns, including media coverage and stock returns.
Contests!  SharpBrains sponsoring movie sweepstakes.  FX Futures.com sponsors a Million Dollar trading challenge.  
 

Trading:
Morning market session notes for Thursday.
Brian notes the weak volume on the market pullback.
Adam Warner, on the worst ETF ever.
Perspectives on 9:1 up days: The Big Picture.
No crowd belief in the rally:  Trend Analysis.  See also the bullishness of weekly put/call ratios.
China has recovered from the decline: Seeking Alpha.
 

Market Perspective:
Interesting Idea for Market Analysis:  Institutions tend to get their business done relatively early in the market day; hence the elevation of volume in early market hours.  Suppose you define the point at which volume tails off and institutions have done their business.  At that point, if the market is not trending, it seems unlikely that a trending move would emerge, given the drop in volume and absence of large traders to fuel such a move.  A corollary is that if a market doesn't make a breakout move by a certain time, it's unlikely we'll have a breakout.  This bears closer analysis and research.  It certainly held true for Thursday's trade. 

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1445.25;  R1:  1449.50;   R2:  1453.75;   S1:  1441.00;   S2:  1436.75
We closed near the day's volume-weighted average of 1445.50 in the ES futures, continuing the short-term uptrend.  It was a range bound day, digesting the previous day's gains, with the Adjusted TICK finishing at +24 and the Institutional Composite ending at -191.  Demand fell to 79; Supply rose to 36.  New 20 day highs rose to 1097; new 20 day lows dipped to 291.  Institutional Momentum dipped to +340, with 12 large cap stocks from my basket in intermediate-term uptrends and 5 in downtrends.  We need to see day-over-day price highs and an expansion of fresh 20-day highs to sustain the uptrend.  Until that trend is broken, I continue to lean toward buying dips. 

 

March 22, 2007
Ideas:
TraderFeed finds a mechanical strategy with a near-perfect record of profitability.
Eye-opening post on earnings yields vs. bond yields:  Seeking Alpha.
Larry Nusbaum on home ownership acceleration loans: very interesting.
A Dash of Insight looks at disciplined portfolio review.
 

Links:
Recommended readings for the Thursday AM session tracking the markets.  See also the readings mentioned here.
Kevin Depew comments on the buy-hold challenge and offers views on consumer confidence and a wry take at animated financial news.
 

Trading:
Trader Mike tracks the "W" bottoms in the equity indices.
Yaser Anwar on how he trades.
Two sectors hit 52-week highs:  Ticker Sense.
High Probability Trading finds some intermarket relationships worth tracking.
VIX far below its 10-day MA has Adam thinking about fading the rise.
New high in Shanghai:  Kevin.
High yield stocks that pay dividends monthly:  StockPickr.
 

Market Perspective:
Quite a Broad Bounce:  We now have over 72% of S&P 500 stocks trading above their 50-day moving averages, up from the low 20s at the market bottom.  Almost 86% of those stocks are above their 20-day moving averages!  Among the S&P 600 small caps, we have 64% of issues trading above their 50-day moving averages and over 77% trading above their 20-day averages.  Indeed, 43 S&P 500 stocks made new highs for the year.  These data fit well with my dollar flow information, which suggests that institutions have been aggressively committing funds to stocks.  

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1438.75;  R1:  1456.25;   R2:  1467.50;   S1:  1427.50;   S2:  1410.00
We closed well above the day's volume-weighted average of 1436.25 in the ES futures, continuing the short-term uptrend.  For the third consecutive session, we saw very strong buying in both the broad market and among the large caps.  The Adjusted TICK ended at +598; the Institutional Composite finished at +282.  Demand soared to 226; Supply fell to 23.  That means that stocks with significant upside momentum lead those with downside momentum by nearly 10:1!  New 20-day highs rose to 983; new 20 day lows fell to 323.  Institutional Momentum jumped to +360, with 13 stocks in my large cap basket now trading in uptrends (!) and 4 in downtrends.  This is a high momentum rise, and those tend to follow through with upside price action.  More on that in tomorrow's TraderFeed post.  To repeat from yesterday: as long as we get day-over-day price highs and an expansion of stocks making fresh 20 day highs, the trend remains up and buying dips remains the preferred strategy. 

 

March 21, 2007
Ideas:
TraderFeed on fading market panic.
This one's subtle, but excellent: Henry Carstens on cycles and how cycle trading compares to buy and hold.
What's contributing to inflation: TickerSense.
Thoughtful posts on writing a book from Curtis Faith.
Interesting take on buy-write vehicles from Daily Options Report.
Some worthwhile free Webinars from Teach Me Futures coming up.
 

Links:
Tuesday links from Abnormal Returns, including views on housing numbers.
ETF links from Seeking Alpha, including tax-friendly ETFs.
 

Trading:
How to trade opening range breakouts: TraderFeed.
Trader Mike on market manipulation.  Here's Eddy's take.
Judging early trade from the pre-market; great idea from Clueless Q Trader.
StockPickr on secret Internet stocks.
 

 

Market Perspective:
Dow Dollar Flow Turns Positive:  We've now had five of the last six trading sessions with above average dollar volume flow in the Dow 30 stocks.  The 10-day moving average of flow has turned positive as a result.  Bottoms are created when institutional participants in the marketplace act upon reduced prices as opportunities for accumulating positions.  That is precisely what we've seen in recent trade.  Monday and Tuesday were 50+% above average in flow; big players have been putting money to work. 

 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1420.00;  R1:  1427.50;   R2:  1431.25;   S1:  1416.25;   S2:  1408.75
We closed above the day's volume-weighted average of 1419 in the ES futures, continuing the short-term uptrend.  Buying was once again strong in the broad market, with the Adjusted TICK at +651, and among large caps, with the Institutional Composite at +375.  Demand again rose to 137; Supply also rose to 29.  New 20 day highs rose to 586; new 20 day lows fell to 401.  Institutional Momentum took another jump to -160, with 5 stocks now in uptrends, 8 in downtrends, and 4 neutral.  You can see the tremendous improvement in the indicators as a result of the improving dollar volume flow (see above); as long as we see day-over-day price highs and rising new highs, the trend remains up.
 

March 20, 2007
Ideas:
TraderFeed illustrates trading short-term breakouts with sentiment data.
The harder you work, the luckier you get:  The Kirk Report.
Hedge fund managers as a whole don't outperform the market:  CXO Advisory.
Margin levels at record highs: The Big Picture.
MaoXian on the devaluation in Zimbabwe.
Quant investor, with an interesting barbell notion of investing for those with means.
The market for clean energy: InvesLogic.
 

Links:
Monday links from Abnormal Returns, including a skeptical view of MSFT.
Very interesting brain fitness carnival with different perspectives on cognitive neuroscience.
Random March links from Adam, including perspectives on inflation.
 

Trading:
TickerSense looks at runs in individual stocks and what happens next.
Emerging market multinationals: Seeking Alpha.
Trading patterns from CASTrader.
Carl Futia looks for another leg down in the stock indices.
StockPickr is tracking CSCO's buying list.
 

Market Perspective:
What Is A Trend?:  A very simple definition of a trend in a given time frame is this:  If you can make money within that time frame by buying new highs or selling fresh lows, you have a trend.  With that in mind, I noticed over the weekend that the averages were mostly trading below the lows of the large decline on Feb. 27th.  Of the 40 stocks that I track as part of following eight different S&P sectors, however, 24 were trading above those Feb. 27th lows.  Indeed, after Monday, the averages themselves are above those Feb. lows and well off the lows from March 13th.  Considering the bearish sentiment out there, the majority of stocks are having a hard time making new lows.
  

Market Synthesis:  

ES Pivot Points for Tuesday (June contract):  

Pivot Level:  1412.00;  R1:  1419.50;   R2:  1423.25;   S1:  1408.25;   S2:  1400.75
We closed above the day's volume-weighted average of 1411.50 in the ES futures, setting up a bullish short-term trend.  Buying was solid in both the broad market, with the Adjusted TICK at +458, and among the large caps, with the Institutional Composite ending at +385.  Demand rose sharply to 128--the highest level since the large market drop--and Supply fell to 25.  New 20 day highs rose to 536--also the highest level since the market decline--and new 20 day lows fell to 432.  We also saw improvement in Institutional Momentum to -620, with 1 stock trading in an intermediate-term uptrend, 12 in downtrends, and 4 neutral.  My indicators show that the market gained strength at the recent lows (with fewer stocks making new lows) and now we're seeing greater strength on rises.  A rise to new post-decline highs in ES accompanied by an expansion of new highs would be a very bullish development, suggesting that we've put in an intermediate-term bottom.     

 

March 19, 2007
Ideas:
TraderFeed examines the bearish extremes in options sentiment.
Why information theorists are so successful in the market; great post from CASTrader.  See also the recent behavioral finance links.
Markets pricing in multiple rate cuts?
Perspective on bank stocks and subprime lending from Victor Niederhoffer.
Warnings of impending inflation from commodities: Seeking Alpha and TickerSense.
Mish makes the case for a great unraveling.
 

Links:
Linkfest from The Big Picture, including a wall of economic worries.
NYSE Scalper with weekend reads, including a collection of setups.
Larry Nusbaum's weekend links, including top rated healthcare issues.
Trader Mike's recent links, including views on an economic tornado.
Weekend reading from Paul Kedrosky, including large caps that are cheaper than small caps.
Weekend blog watch from James Altucher, including a look at stocks making 52 week lows.
 

Trading:
Great application of screen recorder software for trading development: Other Trader.
Best and worst performers of the week:  MaoXian.
Week in review from Bill Cara, with a very interesting comment on TV coverage and what it might portend.
StockPickr tracks the companies in the Poverty Index.
Turtle Soup Plus One:  Pattern that might be relevant to the current market from 
Short Term Trading.
 

Market Perspective:
Relative Strength Under the Radar:  While the major indices trade near their 2007 lows, semiconductors have held up well during the decline--especially if you take INTC out of the mix.  If we can hold above the 33 dollar level on further market weakness, I'd be tempted to nibble on this one, with an eye toward a range breakout above 36 and eventual test of the 2006 highs around 40.   
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Market Synthesis:  

ES Pivot Points for Monday (June contract):  

Pivot Level:  1401.50;  R1:  1407.50;   R2:  1416.00;   S1:  1393.00;   S2:  1387.00
We closed below the day's volume-weighted average trading price of 1402.50 in June ES futures, continuing a neutral trending mode.  The balance between buying and selling sentiment was pretty even in the broad market, with the Adjusted TICK at -92, and also in the large caps, where the Institutional Composite finished at +60.  Demand fell to 59; Supply rose to 54.  All of these numbers are typical of a range bound market.  New 20 day highs rose slightly to 373; new 20 day lows also rose to 574.  Among the stocks in my large cap basket, only one is trading in an intermediate-term uptrend and 16 are in downtrends, with Institutional Momentum dipping to -880.  The follow through to the market bounce on the 13th has not been impressive so far and, if we do not get solid buying in the TICK and the dollar volume flows early in the week, I'd expect yet another test of lows.  In early trade Monday, I'll be treating the Friday highs and lows as a range and will look to fade edges of the range toward the average trading price if we cannot expand new highs/lows at those edges. 

 

March 18, 2007
Here's the first TraderFeed video, tracking dollar volume flows across sectors.
The Trader Performance Page looks at the downside of caution.
What we can learn from an overbought/oversold index.
Winning stocks over the last 200 days.
Remarkable feat of engineering.
Housing and instability.
 

Market Perspective:
Dollar Flow in the S&P 500 Index:  We need to sustain readings over the zero level in Relative Dollar Volume Flow to put in a market bottom.  The zero level is the average dollar inflow into stocks in 8 S&P sectors over the past 200 days.  While flows have improved since the sharp market drop, they have only recovered to average so far.  It's a start for the bulls, but--as you can see from the action between May and July, 2006--we didn't complete a bottom until flows became distinctly positive in relative terms. 
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March 17, 2007
Ideas:
TraderFeed looks at the NYSE TICK and how to respond to changing markets.
I'll be reviewing Curtis' new book shortly.
Thanks to Roger for the heads up on Latvia.
 

Links:
Friday links from Abnormal Returns, including prospects for inflation.
This might be my favorite TraderFeed post of all.
 

Trading:
Interesting multiple moving average perspective from Trader Mike.
Declan Fallond tracks his trade ideas from Trade Ideas.
MarketBeat:  32 measurable changes in market direction on Thursday.
Very interesting: how sectors perform prior to bear markets: Ticker Sense.
 

Market Perspective:
Technical Damage to this Market?:  It's interesting to put the recent market decline into perspective with respect to the damage done to the advance-decline line for the S&P 500 stocks.  We are not far off the bull highs at all, as the chart below from Decision Point nicely illustrates.  In advance-decline terms, this correction thus far has been quite mild relative to recent corrections.  One possible interpretation: this is not a bear market at all, but a corrective move that is part of a more extended topping out process among stocks.  I will be updating the Dollar Volume Flow data this weekend to see if there is any underlying accumulation of stocks over the past week.  
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March 16, 2007
Ideas:
TraderFeed on Melinda Doolittle and the mark of greatness.
Toss a bone to the bloggers!
ZMan on OPEC and energy markets.
Mish on the PPI and stagflation.
Goldman as a market bellwether: WSJ and TickerSense.
More room to the housing downside: Seeking Alpha.
MSFT and Tellme: Voice recognition gets recognized (via InstantBull).
 

Links:
Lots of links to ponder from Charles Kirk, including the return of inflation.
Thursday links from Abnormal Returns, including a look at the reversal.
 

Trading:
Trader Mike covers ETFs for bears.
Jeff Miller on following methods, not emotions.
Indicator status and buy/sell picks from Portable Alpha Daily.
Brian McAboy is offering an ebook on emotional management for traders.
 

Market Perspective:
Further Ways of Tracking Market Sentiment:  Yesterday I posted a chart showing the shift in the NYSE TICK that accompanied the sharp market turnaround.  Here is a different perspective on the same data.  I compute the Adjusted NYSE TICK (the difference between each one-minute TICK value and the 20-day moving average of the TICK) and then cumulate the one-minute readings through the day.  A Cumulative Adjusted TICK that is rising shows that we have net bullish sentiment; a falling line shows net bearish sentiment.  Shifts in the slope of the Cumulative Adjusted TICK line indicate growing or waning bullishness or bearishness.  You can see how the rally on Wednesday afternoon picked up bullish sentiment as we went along, enabling traders to ride the move.
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Market Synthesis:  

ES Pivot Points for Friday (June contract):  

Pivot Level:  1403.00;  R1:  1408.75;   R2:  1414.25;   S1:  1397.50;   S2:  1391.50
We closed near the day's volume-weighted average trading price of 1403.50 in June ES futures, continuing a neutral trending mode.  Buying was modestly ahead of selling sentiment in the broad market, with the Adjusted TICK ending at +179, and among large caps, with the Institutional Composite at +165.  Demand rose to 94; Supply fell to 20.  New 20 day highs rose to 360; new 20 day lows fell sharply to 461.  Institutional Momentum rose slightly to -840, with 1 stock in the large cap basket trading in an uptrend, 15 in downtrends, and 1 neutral.  I'm viewing Thursday's action as a trading range and, with options expiration on Friday, it would not surprise me to see further range bound action. 

 

March 15, 2007
Ideas:
Two deadly trading sins in this market: TraderFeed.
This is an absolutely fascinating and creative post from Crossing Wall St. re: viewing the market as a bond.  Note that the data offer some perspectives re: whether the market is relatively undervalued or overvalued.
Capital Spectator, on ways of buying the world, ex U.S.
Excellent posts on sentiment from CXO Advisory.
 

Links:
Wednesday links from Abnormal Returns, including GM's exposure to subprime problems.
Blog watch from James Altucher, including who benefits from subprime woes.
 

Trading:
Charles Kirk, with an excellent investigative method.
Brian Shannon touches on the motivations of bloggers, something I will address shortly in TraderFeed.
What happens after reversal days: Ticker Sense.
Adam Warner follows the tricks of the VIX.
Great post on fat fingers:  Barry Ritholtz.
 

Market Perspective:
Recognizing Shifts in Market Sentiment:  We had a nice illustration of how you can track shifts in market sentiment by following the distribution of the NYSE TICK.  Note how the breakout move in the TICK preceded the upward shift, as buyers began lifting offers in response to bargain price levels at ES lows (which, per my TraderFeed post, were accompanied by major divergences).  I'll be writing more about the TICK in an upcoming article for SFO Magazine.
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Market Synthesis:  

ES Pivot Points for Thursday (June contract):  

Pivot Level:  1393.00;  R1:  1410.50;   R2:  1419.75;   S1:  1383.75;   S2:  1366.25
We closed well above the day's volume-weighted average trading price of 1389.75 in June ES futures, placing us in a neutral trending mode after a strong rally from fresh ES lows.  Dollar Volume Flow was actually above average in the Dow 30 stocks at 2.46, suggesting very strong buying off those lows.  If we are to see an enduring bottom, we should see money continue to flow into these issues over the next trading sessions.  Selling modestly outweighed buying in the broad market, with the Adjusted TICK ending at -152.  We saw greater buying interest in the large caps, however, with the Institutional Composite finishing at +185.  Demand rose to 41; Supply fell to 62.  Lots of divergences in the data:  new 20 day highs fell to 250; new 20 day lows rose to 1894 (vs. 3274 on 2/27).  Institutional Momentum rose to -880 (vs. -1220 on 3/2), with 1 stock trading in an uptrend and 16 in downtrends.  If we can see selling hold at higher price highs on Thursday, we stand a decent chance of continuing the rally.  

 

March 14, 2007
Ideas:
Tracking large trader sentiment with NYSE TICK Volume: TraderFeed.
I'm soliciting questions for my upcoming CNBC interview.
Very interesting research on 2% down days and what tends to bounce: Ticker Sense.
Barry Ritholtz takes a look at the homebuilders.
Mish, on bailing out the home lenders.
Phil's take on the subprime blues.
If you tracked the Yen on Tuesday, you knew what stocks were doing.
 

Links:
More random links from Adam, including subprime perspectives.
Tuesday links from Abnormal Returns, including more views on the subprime mess.
Oil and gas blog resources from InvesLogic.
Tuesday blog watch from James Altucher, including top overvalued shorts.
 

Trading:
Trader Mike tracks the setup for Tuesday's trade.
Interesting trading articles from Option Pundit, including options strategies.
David Gaffen tracks the meltdown in the subprime mortgage sector.
What Charlie Munger is buying:  StockPickr.
 

Market Perspective:
Housing Meltdown:  Hard to believe the market will steady until we see some stabilization among the housing issues.  As this Decision Point chart indicates, we're down more than 15% in the sector in the past few weeks.
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Market Synthesis:  

ES Pivot Points for Wednesday (June contract):  

Pivot Level:  1399.50;  R1:  1409.75;   R2:  1427.50;   S1:  1381.75;   S2:  1371.50
We closed well below the day's volume-weighted average trading price of 1403.5 in June ES futures, initiating a short-term downtrend.  Selling completely dominated in the broad market, with the Adjusted TICK ending at -909.  We also had net selling in the large caps, with the Institutional Composite finishing at -180.  Demand fell to 24; Supply soared to 162.  New 20 day highs fell to 391; new 20 day lows jumped to 1362.  Note that, while quite weak, the Demand/Supply and New High/Low numbers are well above the levels registered on Feb. 27th.  I will be watching for possible divergences as we attempt to test the recent market lows.  Institutional Composite fell to -1000, with no stocks in my large cap basket trading in uptrends, 16 in downtrends, and 1 neutral.  I generally look for strong downside momentum to carry over into the next session, which would frame Tuesday's lows and S1 as initial targets. 

 

March 13, 2007
Ideas:
TraderFeed looks at trading rules and why so many traders fail.
The impact of growing debt:  The Big Picture.
Global macro crosscurrents from Yaser Anwar.
Job growth is slowing:  Seeking Alpha.
 

Links:
Lots of clicks from Kirk, including 24-hour futures trading.
Recent links from Trader Mike, including momentum/price relationships and trading opening gaps.
Monday blog watch from James Altucher, including stocks rising on unusual volume.
 

Trading:
Adam Warner finds weakness in volatility.
Kevin finds strength in the Shanghai market after the big drop.
What Jon Markman likes after the stock downdraft.
James Altucher on how to win a stockpicking contest.
Top ten stock picks from StockScouter.
 

Market Perspective:
Fresh Bull Leg or Bounce Before A New Leg Down?:  Here's a unique chart from Decision Point, showing the McClellan Oscillator and the Summation Index for the S&P 500 stocks over the past several years.  You can see how readings of -500 and lower have reliably identified intermediate-term bottoms.  If we are indeed in a downtrend, you'll tend to see bounces in the Oscillator to the zero area, followed by further dips into negative territory.  This indicates a surplus of declining stocks over advancers.  If, however, we have a new bull leg in store, we should see the oscillator move smartly into positive territory, above +50.  Should we stall out in the zero area and begin to see Demand/Supply weakness and weakness in the new high/low figures, I will be looking to the short side.  If we get an upthrust from here with broad participation, I'd be buying dips for a test of the February highs.  Monday was the strongest dollar volume flow day for the Dow 30 since the market drop; I'll be watching to see if that continues.
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Market Synthesis:  

ES Pivot Points for Tuesday (June contract):  

Pivot Level:  1418.00;  R1:  1424.75;   R2:  1430.25;   S1:  1412.50;   S2:  1405.75
We closed above the day's volume-weighted average trading price of 1416.5 in June ES futures, continuing the neutral trending mode.  Buying dominated the broad market, with the Adjusted TICK finishing at +496.  We saw mild selling pressure among the large caps, with the Institutional Composite ending at -108.  Relative Dollar Volume Flow for the Dow ended at 3.05, which is above average.  Demand rose to 92; Supply fell to 35.  New 20 day highs rose to 503; new 20 day lows also rose to 486.  Among the stocks in my large cap basket, Institutional Momentum rose to -560, with 3 issues trading in intermediate-term uptrends and 14 in downtrends.  We've had a VWAP within a single point over the past three trading sessions.  A rise above Monday's highs that expands the number of stocks registering fresh 20-day highs would place us in a short-term uptrend.  Failure to make new highs would target the average price and S1.  

 

March 12, 2007
Ideas:
TraderFeed looks at an unusual source for behavior change: disgust.
The Trader Performance page updates the research project on money flows.
Mish on the mortgage crisis.
24/7 Wall St. on prospects for Sirius and XM on their own.
Balancing risk and reward: Afraid to Trade.
 

Links:
March linkfest from Barry Ritholtz, including shrinking equity supply.
Weekend links from NYSE Scalper, including fear of missing out.
Weekend links from Millionaire Now!, including more real estate perspectives.
More random links from Adam, including pessimism about the recent bounce.
 

Trading:
A look at dollar volume flows in the S&P 500 Index and some worthwhile patterns.
Great posts from MaoXian, deconstructing Kirk's trades.
New blog from Dave Johnson.
Sectors most loved and hated by analysts:  Ticker Sense.
Thoughts on price and volume:  Charles Kirk.
Lots of chatter re: testing the recent lows:  David Gaffen.  Here's Kevin's take on the issue.
Interesting thoughts about time period reversals: High Probability Trading.
Mean reversion in the VIX:  VIX and More.
 

Market Perspective:
Momentum Bounce:  We've bounced from a situation in which fewer than 10% of S&P 500 stocks were above their 20-day moving averages to one in which, now, that level stands at 34%.  In the past several years, such a bounce from an oversold level has typified bottoming processes.  Last week we also approached, though did not quite hit, the 20% level of SPX stocks trading above their 50-day MAs that has typified intermediate-term market bottoms over the past three years.  The same dynamics are evident among the S&P 600 small caps.
  

Market Synthesis:  

ES Pivot Points for Monday (June contract):  

Pivot Level:  1417.25;  R1:  1424.50;   R2:  1431.25;   S1:  1410.50;   S2:  1403.25
We closed above the day's volume-weighted average trading price of 1416.5 in June ES futures, placing us in a neutral trending mode.  Buying and selling sentiment were relatively even on the day, with the Adjusted TICK ending at -47 and the Institutional Composite finishing at +119.  Demand fell to 69; Supply rose to 36.  New 20 day highs dipped to 407; new 20 day lows rose slightly to 470.  Among the large cap stocks in my basket, Institutional Momentum lifted to -620, with 1 stock trading in an intermediate-term uptrend, 15 in downtrends, and 1 neutral.  We have a two day trading range; failing to make new price highs and lift the number of stocks registering fresh 20-day highs would target a test of the range lows.   

 

March 8, 2007
Ideas:
More thoughts about trading success and resilience:  TraderFeed.
My archived posts for Seeking Alpha.
Victor Niederhoffer takes the former Fed chief to task:  WSJ MarketBeat.
Mean reversion in the VIX:  Daily Options Report.
Jeff Miller cuts through the fog of statistical reasoning re: mortgage availability.
 

Links:
Huge parade of links from Charles Kirk, including why gold has been down.
Wednesday links from Abnormal Returns, including results from buy-write strategies.
A few good links and where the indicators stand:  Portable Alpha Daily.
Trader Mike's daily links, including 90/90 days.
 

Trading:
Candlestick charting and location: great post from the Downtown Trader.
The Big Picture reviews outcomes after five-day declines.
Trade Ideas, on figuring out tops and bottoms.
Worries over the Yen:  Seeking Alpha.
 

Market Perspective:
Momentum Readings and Market Lows:  For the past three years, we have only seen intermediate-term market lows when less than 50% of stocks in the S&P 500 Index have been above their 200-day moving averages.  At present, even after the market drop, that figure is 70%.  Of the stocks in the NASDAQ 100 Index, 62% are above their 200-day MAs, much higher than has typified market lows over the last several years.  My best estimate is that we have seen the opening leg of a market correction that has not yet found significant buying support.  My next post to TraderFeed, tracking dollar volume flows in the S&P 500 stocks, will elaborate on that theme.  

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1395.50;  R1:  1399.75;   R2:  1406.50;   S1:  1388.75;   S2:  1384.50
We closed below the day's volume-weighted average trading price of 1396 in the ES futures, continuing the neutral trending mode.  Selling dominated the large caps, with the Institutional Composite at -335, its third consecutive weak figure.  We had more neutral readings in the broad market, with the Adjusted TICK ending at +84.  Demand dipped to 59; Supply rose to 27.  New 20 day highs rose modestly to 362; new 20 day lows fell to 574.  Among the stocks in my large cap basket, we have 1 trading in an intermediate-term uptrend and 16 in downtrends for a dip in Institutional Momentum to -880.  I expect a retest of the recent lows if we cannot sustain a rise above the Wednesday highs.  So far, the market bounce has lacked conviction relative to the breadth and extent of the decline. 

 

March 7, 2007
Ideas:
TraderFeed's compilation of best practices in trading.
The latest in the StockTickr series of interviews.
Jeff Miller provides a dash of insight into the psychology of fear.
Markets become correlated during bear action:  Abnormal Returns.
A different take on real estate: Larry Nusbaum.
A 50-year perspective of the S&P 500 Index:  The Big Picture.
 

Trading:
CXO Advisory on the performance of individual traders.
Trader Mike tracks the market bounce across the indices.
Charles Kirk on portfolio management software.
Adam Warner cuts through the confusion re: VIX options.
Kevin notes that the market has been following the leader.
Brian Shannon tracks the rally and notes lighter volume.
Ticker Sense examines recent occurrences of similarly oversold markets.
 

Market Perspective:
Dollar Volume Flows:  We finally saw an above-average Relative Dollar Volume Flow in the Dow Jones 30 Industrial Stocks on Tuesday, with 27 of the 30 issues showing net volume on upticks relative to downticks.  Only MSFT, T, and WMT showed greater dollar volume on downticks.  Interestingly, despite Monday's weak close, only 4 of the Dow stocks showed greater dollar volume on downticks (MSFT, INTC, DIS, and WMT) and the total flow for the Dow 30 was the strongest it had been in eight trading sessions.  While two days does not make a market, we're starting to see lower prices attract some buying interest.  MSFT, however, remains notably under pressure.
  

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1392.50;  R1:  1402.25;   R2:  1409.25;   S1:  1385.50;   S2:  1375.75
We closed above the day's volume-weighted average trading price of 1390.25 in the ES futures, initiating a neutral trending mode.  Buying dominated the broad market, with the Adjusted TICK finishing at +443.  We saw selling pressure among the large caps, however, with the Institutional Composite ending at -270.  Demand rose to 68; Supply fell to 12.  New 20 day highs rose to 330; new 20 day lows shrank to 857.  Among the large cap issues in my basket, Institutional Momentum rose to -840, with 1 stock in an intermediate-term uptrend and 16 in downtrends.  We need to see higher price highs and an expansion in the Demand/Supply balance to shift us to a short-term uptrend.  Failure to take out the Tuesday highs would target the Tuesday pivot and VWAP as initial targets, then S1. 

 

March 5, 2007
Ideas:
TraderFeed finds a best practice in biofeedback.
E-Book and newsletter resources from Share Trading Education.
S&P P/E ratio has taken a dive:  Seeking Alpha and Ticker Sense.
Eddy Elfenbein on "healthy" market declines.
Barron's picks in a declining market.
 

Links:
The Big Picture's linkfest, including a map of the recent market carnage.
Paul Kedrosky's weekend reading, including questioning the causes of the decline.
Sunday links from Abnormal Returns, including a look at emerging markets.
 

Trading:
Trader Mike looking for capitulation.
Trade Ideas finds the strong stocks in this weak market.
StockTickr on the CyberTrader screener.
Bill Cara reviews the week and sector performance.
 

Market Perspective:
Updating the Momentum Stats:  Among the S&P 500 issues, we now have about 32% trading above their 50-day moving averages.  Recall that 20% has been a level that has typified market bottoms over the past several years for most of the indices.  That number is 30% among the S&P 600 small caps, 25% among NASDAQ 100 issues, and 34% for all NYSE issues.  There's no denying the broad participation in the market weakness, however:  only 10% of S&P 500 stocks are trading above their 20-day moving averages.  Note, however, that the McClellan Summation Index, nicely charted by Decision Point, is nowhere near a bottom.  One possible implication:  this is but the first leg in a more extended decline.
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Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1392.00;  R1:  1399.25;   R2:  1412.25;   S1:  1379.00;   S2:  1372.00
 

We closed below the day's volume-weighted average trading price of 1396 in the ES futures, continuing the short-term downtrend.  Selling dominated the broad market, with the Adjusted TICK ending at -651, and also led the large caps, with the Institutional Composite finishing at -214.  Demand fell to 26; Supply also fell at 58.  New 20 day highs fell to 322; new 20 day highs dropped to 1404.  Institutional Momentum fell to a very weak -1220, with 1 stock in the large cap basket finishing in an intermediate-term uptrend, 16 in downtrends.  The short-term trend measures have kept us short throughout the market drop, and we're still not seeing sufficient signs of buying to turn those around.  Until that happens, selling bounces remains the preferred mode--particularly if we continue to see signs of Yen strength and risk aversion in the markets.
 

March 4, 2007
Ideas:
TraderFeed looks at money fleeing two investment banks and what it might mean.
Next research initiative posted to the Trader Performance page: tracking sector sentiment.
Sentiment has weakened after the market drop: The Big Picture.
Interesting portfolio ideas from Portable Alpha Daily.
A new relative strength ETF: Seeking Alpha.
10-Q Detective raises questions about Red Robin.
 

Links:
Excellent weekend reading from NYSE Scalper.
Trading links from The Market Speculator, including short squeeze candidates.
March madness links from VIX and More.
Weekend links from Adam Warner, including 2-day RSI patterns.
James Altucher's weekend blog watch, including stock holdings from Ken Fisher.
 

Trading:
Market Tells is opening its research archives this coming week; great stuff.
Michelle B., on staying focused amidst market turmoil.
Ugly tracks stocks trading at all-time lows and highs.
Featured podcasts at InvesLogic.
 

Market Perspective:
The Start of Divergences?:  We saw more price weakness on Friday, but interestingly we only registered 1404 new 20-day lows, which is actually the lowest number in the past four trading sessions.  We also saw improvement in the Demand/Supply numbers, suggesting that fewer stocks were closing below their moving average envelopes.  I will be tracking these numbers closely early next week.  Price weakness that does not expand new lows or downside momentum is much more likely to reverse than weakness that carries a majority of issues down. 

 

March 3, 2007
Ideas:
TraderFeed looks for the dollar flows in this market.
Great views of the Yen rise:  The Kingsland Report.
Mish finds the Yen at a critical juncture.
Top myths of the recent correction:  Barry Ritholtz.
David Gaffen:  Financials leading the way down.
Maybe this is why: Traders are pricing their own firms' debt as junk!
Frenzy in the credit derivatives markets: Seeking Alpha.
 

Links:
Trader Mike's daily links, including candidates for a blowup.
Friday links from Abnormal Returns, including Warren Buffet's take on hedge fund mania.
James Altucher's blog watch, including top nanotech stocks.
 

Trading:
Very nice post on flipping one's market perspective:  Charles Kirk.
New trader education for Market Profile from Jim Dalton and Terry Liberman.
Kevin finds bearish patterns among stocks.
Clueless Q Trader on avalanche patterns.
Tracking the portfolio of Renaissance Technologies hedge fund:  StockPickr.
 

Market Perspective:
Tracking Institutional Sentiment:  The more I work with the Relative Dollar Volume Flow numbers, the more I see similarities with the NYSE TICK data, only on a longer time frame.  Both measures track the willingness of large market participants to transact trades at the market bid vs. offer.  In that sense, it's best to think of them as sentiment measures.  On Friday, for the fifth trading session in the past six, we saw Relative Dollar Volume Flow well below average for the Dow stocks.  What this means is that large traders and investors have been less willing to lift offers vs. hit bids than during the previous 100 days.  As mentioned in my recent Trader Feed post, it is unlikely we'll see any bottom of import until large participants step up to the plate with more aggressive buying interest.  We had seven stocks with outright negative flow on Friday:  GE, INTC, JNJ, JPM, MSFT, PFE, and VZ.  Of these seven, we're seeing particularly negative flow in MSFT--something that has persisted since mid-December.  Stocks with net negative flow for the week are MSFT, INTC, JNJ, JPM, KO, and DIS.  Interestingly, despite its recent drop, we've seen the most consistent lifting of offers in XOM.  Of the Dow components, MSFT looks broken.  There is a serious exodus of capital from that stock, with only four sessions out of the last 20 showing positive dollar volume flow. 

 

March 2, 2007
Ideas:
TraderFeed describes a best trading practice:  managing account growth.
Mish finds a great interview with Marc Faber.
Bill Cara, via InvesLogic, on the carry trade and the Yen.
A downbeat view of Sirius, from Jon Markman.
High-yielding small caps:  James Altucher.
Keeping an eye on large companies making 52-week lows:  24/7 Wall St.  See also the perspective on Dell earnings.
How defensive funds performed in the decline:  Seeking Alpha.
 

Links:
Daily links from Trader Mike, including the vulnerability of the financial system.
Thursday links from Abnormal Returns, including recession watch.
 

Trading:
How to identify a market bottom:  TraderFeed.
Charles Kirk on the December low indicator.
Ticker Sense finds favorable returns after 3% declines in bull markets.
New stock buys after the selloff:  MSN Stock Scouter.
Seeking international diversification:  Roger Nusbaum.
 

Market Perspective:
Downside Momentum:  We're currently seeing 41% of S&P 500 stocks trading below their 50-day moving averages.  For the past three years, we've seen intermediate-term bottoms when that level has gotten down to 20%.  About 45% of S&P 600 small cap issues are trading below their 50-day MAs; that 20% level has also defined intermediate bottoms in that sector.  At present, 37% of NASDAQ 100 stocks are below their 50-day averages; 20% has been the relevant benchmark among those issues as well.  In other words, just for the present decline to match previous *bull market* corrections in downside breadth, we'd need to see further downside. 

 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1399.00;  R1:  1417.25;   R2:  1430.00;   S1:  1386.25;   S2:  1368.00
 

We closed above the day's volume-weighted average trading price of 1400.5 in the ES futures, continuing the market's short-term downtrend.  We had net buying in the broad market, with the Adjusted TICK at +305, and also among the large caps, with the Institutional Composite ending at +152.  Demand fell to 34; Supply rose to 65.  New 20 day highs dipped to 352; new 20 day lows rose sharply to 2572.  Interestingly, the new lows were a bit under the level recorded on Tuesday.  Once again, all 17 large cap stocks in my basket are trading in intermediate-term downtrends, with Institutional Momentum a very weak -1180.  As long as we're making price lows and expanding downside momentum, the selling of bounces remains my preferred strategy.
 

March 1, 2007
Ideas:
TraderFeed explores what happens after high momentum declines.
Where money was flowing during the market decline.
Keeping your focus during market turmoil:  A Dash of Insight.
The Big Picture notes blogosphere interest--and record traffic--during times of uncertainty.
China is only the symptom:  Bill Cara via Seeking Alpha.
Yaser Anwar on market breadth and the carry trade.
 

Links:
Charles Kirk, with plenty of links related to the decline, including stocks that outperform when VIX rises.
Wednesday links from Abnormal Returns, including views of the market glitches.
100 top finance blogs now being indexed by StockPickr.
Wednesday blog watch from James Altucher, including a stock that management can't fix.
 

Trading:
Wednesday morning market comments.
Trader Mike on the feel of this market.
A very personal take on the impact of the market drop from NYSE Scalper.
The Market Speculator with some good trading rules for an unruly market.
Millionaire Now! reviews selling rules.
Declan Fallond tracks the indices and his trade ideas.
More on VIX options from Adam Warner.
 

Market Perspective:
The day after the big drop, which Dow stocks were attracting money flows and which were being sold?  As a whole, we saw below average funds flowing into the Dow 30 stocks for the fourth consecutive trading session.  Specifically, all four days saw Relative Dollar Volume Flow below 1.0 (the average since 2004 has been over 2.0).  There were net flows of funds out of PFE, INTC, WMT, C, BA, JPM, GE, and DIS.  Attracting strong dollar flows were XOM, MSFT, MRK, and AXP.  I examined all occasions since 2004 in which the four-day average Relative Dollar Volume Flow has been below 1.0 (N = 106).  The next day, the Dow (DIA) was up by an average .21% (66 up, 40 down).  That is considerably stronger than the average one-day change in the Dow of -.01% (359 up, 325 down) for the remainder of the sample.  Still, I will need to see evidence of above-average volume flows back into this market before I conclude that we've put in an intermediate-term market bottom.     

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1408.50;  R1:  1419.25;   R2:  1429.25;   S1:  1398.50;   S2:  1387.75
 

We closed near the day's volume-weighted average trading price of 1409.5 in the ES futures, continuing a short-term downtrend.  We need to see a move above the Wednesday highs and an expansion in the Demand/Supply numbers to move us to an uptrend.  Meanwhile, much of the Wednesday afternoon action was rangebound around the market pivot.  Buying was evident among the large caps, with the Institutional Composite at +344 (see note above, however), and we had net buying in the broad market, with the Adjusted TICK ending at +173.  Demand rose to 52; Supply fell sharply to 51.  New 20 day highs fell to 390; new 20 day lows also fell to 1678.  Among my basket of large caps, all 17 are trading in intermediate-term downtrends, but Institutional Momentum picked up a tad at a still-weak -1160.  I'm treating the afternoon action as a range and will be looking for indications of a breakout in early trade Thursday.  The longer we go without seeing good dollar volume flows into stocks, the more I entertain the possibility that this decline could continue into a full-blown market correction. 
 

