April 28, 2005 

Note:  On the road; next blog will be Sunday night.
The market continued lower in the morning, holding at recent lows and rallying back into its multi-day range.  We are in a wide, bracketing market and need to see new price highs or lows accompanied by an expansion in the number of stocks registering fresh short-term new highs/lows to move us directionally.  We closed above the day's average price of ES 1154, but the strength was deceiving, as a relatively even number of issues traded in short-term uptrends and downtrends.  Buying was evident in the broad market, with the adjusted TICK at +321.  The Institutional Composite finished at +47 and has underperformed over the past three days, suggesting weakness of demand among large caps.  Demand was 59; Supply was 78.  New 20 and 65 day highs fell to 515 and 127; new 20 and 65 day lows rose to 1342 and 966.  The new lows were the highest level we've seen in seven sessions.  

April 27, 2005 

Tuesday's market opened lower, briefly traded higher, and then declined through the afternoon, returning us to a short-term downtrend.  We closed well below the day's average price of ES 1159, as the majority of issues traded in short-term downtrends through the day.  Selling dominated, with the adjusted TICK finishing at -273 and the Institutional Composite at -449.  Demand dropped to 47; Supply was 89.  New 20 and 65 day highs dropped to 579 and 147; new 20 and 65 day lows rose to 849 and 620.  Selling bounces that remain below the day's average price is the operative strategy.

April 26, 2005 

Yesterday's entry noted that "We need to see a move above Friday's highs accompanied by an expansion in the number of stocks making new highs to shift the short-term trend bullish".  That is what happened on Monday, as we closed near the day's average price of ES 1162.50.  The proportion of stocks trading in short-term uptrends was positive, though it waned through the session.  Buying dominated; the adjusted TICK was +273, and the Institutional Composite was +84.  We are beginning to see lagging strength in the cumulative lines for the adjusted TICK and Institutional Composite.  Demand was 94; Supply was 26.  New 20 and 65 day highs were 644 and 177; new 20 and 65 day lows were 662 and 462.  As long as we see higher highs, a positive Demand/Supply balance, and a growing number of stocks registering fresh 20 day highs, the short-term trend will remain bullish and buying dips that remain above the day's average price will be the preferred strategy.

April 25, 2005 

A sharp drop followed by an ever sharper late rebound left the market in a neutral and wide range, closing near the day's average price of ES 1155.  Selling was moderate, with the adjusted TICK at -270 and the Institutional Composite at -176.  Despite the rebound, the majority of stocks traded in short-term downtrends throughout the session.  Demand was 60; Supply was 75.  There is a pattern of stronger lows in the Cumulative Demand/Supply Index.  New 20 and 65 day highs were 475 and 129; new 20 and 65 day lows were 982 and 662.  We are also seeing waning downside momentum in the new high/new low figures, both for the basket of stocks and for the broad market.  We need to see a move above Friday's highs accompanied by an expansion in the number of stocks making new highs to shift the short-term trend bullish; until then, we are in a wide rangebound situation.

April 24, 2005 

An odd dream last night is the subject of this week's article.

April 22, 2005 

The market opened sharply higher, returning to a short-term uptrend and closing well above the day's average price of ES 1153.  Although the plurality of issues traded in uptrends through the day, this proportion actually was lower in the afternoon than in the morning despite higher index prices.  Recently this pattern has led to softness in early trading the next day.  Buying was quite strong on the day, with the adjusted TICK at +432 and the Institutional Composite at +535.  Demand rose to 122; Supply was 26.  New 20 and 65 day highs rose to 510 and 128--the highest in seven sessions--and new 20 and 65 day lows dropped to 712 and 497--the lowest in nearly two weeks.  Buying dips that remain above the day's average price is the strategy going forward.

April 21, 2005 

The market was unable to surmount yesterday's after-hours highs, turning lower through the day and ending near its lows.  This turned the short-term trend bearish, as we closed well below the day's average price of ES 1148, with the plurality of issues trading in short-term downtrends through the day.  Selling dominated the session, with the adjusted TICK at -435 and the Institutional Composite at -302.  We are seeing very little upside price movement during periods of buying (positive TICK) compared with the downside action during periods of selling (negative TICK).  This is a pattern common to downtrending markets.  Demand ended the day at 35; Supply was 78.  New 20 and 65 day highs were 383 and 87; new 20 and 65 day lows rose to 1201 and 806.  Interestingly, the Demand/Supply balance and new high/low figures--while bearish--are decidedly less so than at last week's lows.  This is an initial precondition (necessary but not sufficient) for an intermediate-term bottoming process.  In the interim, selling bounces that remain below the day's average price is the operative strategy.

April 20, 2005 

Yesterday's blog noted that "We need to break above Monday's highs with an expansion in the number of stocks making fresh short-term highs to shift the trend upward."  That's exactly what happened, as we closed above the day's average price of ES 1154.  The proportion of stocks trading in uptrends was positive through the day, though did not expand in the afternoon.  Buying was very strong in the broad market, with the adjusted TICK at +917, but there was selling among the large caps, with the Institutional Composite at -63.  Demand rose sharply to 111; Supply was only 15.  New 20 and 65 day highs rose to 441 and 108; new 20 and 65 day lows fell sharply to 786 and 524.  Buying dips that remain above the day's average price remains the operative strategy for the morning.

April 19, 2005 

The market bounced higher on Monday, staying rangebound but volatile.  This placed us in a neutral trending mode, as we closed near the day's average price of ES 1147.  Despite several pushes upward through the day, the proportion of stocks trading in short-term uptrends was unable to move higher.  We saw net buying for the first time in four sessions, with the adjusted TICK finishing at +350 and the Institutional Composite at +72.  Demand rose to 47; Supply was 38.  New 20 and 65 day highs were 279 and 64; new 20 and 65 day lows were 2389 and 1488.  We need to break above Monday's highs with an expansion in the number of stocks making fresh short-term highs to shift the trend upward. 

April 18, 2005 

For the past two days the watchword has been, "we continue in a downtrend as long as we see lower lows, a negative Demand/Supply balance, and an expanding number of stocks making fresh new lows."  Indeed, Friday's market pushed to new lows, closing below the day's average price of ES 1156 and setting up highly oversold conditions on strong downside momentum.  For the second consecutive day, we saw an ever-expanding proportion of stocks trading in short-term downtrends as the session progressed.  Selling dominated, with the adjusted TICK at -601 and the Institutional Composite at -407.  Demand was 25; Supply was 97.  New 20 and 65 day highs dropped to 260 and 81; new 20 and 65 day lows soared to 2782 and 1714.  All in all, we're seeing a significant deterioration in the new high/low statistics and in the Cumulative Demand/Supply Index, which is approaching levels normally associated with intermediate-term market bottoms.  Selling bounces that remain below the day's average price continues as the favored strategy.

April 16, 2005 

Picking up trend shifts in the market has proven profitable over the past few days.  The article of the week returns to the topic of "trendiness" and introduces a reworked version of the Composite Trend Index (CTI).  See also the articles on Assessing Intraday Trendiness, and the articles on Measuring Trendiness (I, II) for more on this theme.

April 15, 2005 

Note: March Weblog entries are linked above.
The market continued its short-term downtrend, closing solidly below its day's average price of ES 1170.  Once again, we saw a steady increase in the proportion of stocks trading in short-term downtrends, which kept us in the mode of selling market bounces.  Indeed, selling was the order of the day, with the adjusted TICK at -661--the weakest reading in a month--and the Institutional Composite at -32.  Demand was 23; Supply was 125.  Note that this means that, for every stock displaying positive momentum, there were over five with downside momentum.  New 20 and 65 day highs dropped to 278 and 99; new 20 and 65 day lows soared to 1879 and 1078.  We see continued erosion in such intermediate-term measures as the Cumulative Demand/Supply Index and the New Highs/Lows.  As mentioned yesterday, we continue in a downtrend as long as we see lower lows, a negative Demand/Supply balance, and an expanding number of stocks making fresh new lows.

April 14, 2005 

Weak economic news rallied the bonds, but could not move stocks higher, setting up an eventual retracement of essentially all of the previous day's rally.  This shifted us back to a short-term downtrend, as we closed well below the day's average price of ES 1182.5.  The proportion of stocks in downtrends rose through the day, as selling bounces provided the best trading strategy.  Selling dominated the session, with the adjusted TICK at -366 and the Institutional Composite at -191.  Demand fell to 39; Supply rose to 91.  New 20 and 65 day highs were 521 and 150; new 20 and 65 day lows were 1002 and 557.  We continue to see weakness in the new highs/lows despite recent rally efforts.  As long as we see lower lows, a negative Demand/Supply balance, and an expansion of stocks making new lows, the short-term trend will remain bearish.

April 13, 2005 

The market shook off early weakness, rallying hard on budget and Fed news and shifting the short-term trend to bullish.  We closed well above the day's average price of ES 1181 on persistent buying in the broad market.  The adjusted TICK finished at +146; the Institutional Composite was +459.  Demand rose to 112; Supply was 68.  New 20 and 65 day highs rose to 482 and 173; new 20 and 65 day lows also rose to 1358 and 784.  Buying dips that remain above the day's average price is the operative strategy for the AM.

April 12, 2005 

The market moved in a narrow range on Monday, shifting the short-term trend to neutral and closing near the day's average price of ES 1184.  The majority of stocks could not manage to trade in short-term uptrends, but neither did we see an increase in the proportion of issues trading in downtrends.  The result was rangebound trade, fading extremes that fail to expand momentum and new highs/lows.  There was modest buying in the broad market, with the adjusted TICK at +100.  Selling dominated the large caps, with the Institutional Composite at -202.  Over the past two days, we've seen greater selling in the large caps than the other sectors.  Demand was 45; Supply was 87.  New 20 and 65 day highs dipped to 442 and 169; new 20 and 65 day lows expanded to 1018 and 583.  While we're seeing a deterioration of new highs/lows, we are nowhere near the extremes at the market bottom two weeks ago.

April 11, 2005 

The market moved steadily lower through the day on Friday, turning the short-term trend bearish and closing well below the day's average price of ES 1189.  The expanding number of stocks in downtrends during the day underscored the market's weakness, which followed a period of weakening upside momentum.  The adjusted TICK finished at -190; the Institutional Composite was -439.  Demand dropped to 38; Supply rose to 111.  New 20 and 65 day highs were 471 and 189; new 20 and 65 day lows were 635 and 372.  Selling bounces that remain below the day's average price is the operative strategy.

April 10, 2005 

The article of the week includes a few dark thoughts about the demise of traders in a rapidly evolving marketplace.

April 8, 2005 

The market continued its short-term uptrend, closing above its daily average price of ES 1191.  Solid money flows have been entering the market for the past several days, although the proportion of stocks in uptrends waned during the afternoon trade, even as we made new highs.  Buying was very strong, with the adjusted TICK at +657 and the Institutional Composite at +654.  The cumulative lines for the TICK and Institutional Composite have been quite strong over the past four trading sessions.  Demand dropped to 90; Supply rose to 45.  New 20 and 65 day highs actually declined to 542 and 244; new 20 and 65 day lows were 589 and 352.  We need to see continued expansion in the number of stocks making new highs to sustain the uptrend.  As before, however, buying dips that remain above the day's average price is the strategy going forward.

April 7, 2005 

The market plowed higher on Wednesday, continuing the short-term uptrend.  Although the proportion of stocks trading in uptrends waned through the day, we still managed to close near the day's average price of ES 1189.  Buying was strong for the third consecutive day, with the adjusted TICK at +581 and the Institutional Composite at +196.  Demand was 99; Supply was 36.  New 20 and 65 day highs rose to 599 and 271; new 20 and 65 day lows dropped to 570 and 361.  As long as we see higher highs, a positive Demand/Supply balance, and an expansion in the number of stocks making new highs, the trend is bullish and buying dips that hold above the day's average price is the preferred strategy.

April 6, 2005 

The market broke above Monday's highs, expanding the number of stocks making new highs and shifting us to a bullish short-term trend.  We closed slightly above the day's average price of ES 1184, but--interestingly--a smaller proportion of stocks traded in uptrends as the day wore on.  Also interestingly, new highs among the large cap issues in my basket of stocks waned over the course of the day.  We will see if this augurs weakness for Wednesday's trade.  Buying dominated the session, with the adjusted TICK at +645 and the Institutional Composite at +361.  Demand was 92; Supply was 35.  New 20 and 65 day highs rose to 466 and 232; new 20 and 65 day lows dropped to 742 and 460: the lowest levels of new lows in nearly a month.  Buying dips that remain above the day's average price is the early AM strategy.

April 5, 2005 

The market held above its previous day's lows Monday morning, rallying in the afternoon, and closing above the day's average price of ES 1175.5.  Although this turned our short-term trend neutral, the majority of stocks continued in short-term downtrends during the day.  Buying was strong during the day, with the adjusted TICK at +424.  Note the continued strength in the Cumulative TICK line, even in the face of recent weakness.  The Institutional Composite closed modestly to the buy side at +106.  Demand was 64; Supply was 58.  New 20 and 65 day highs dropped to 327 and 175; new 20 and 65 day lows rose to 1244 and 720.  We need to see prices exceed Monday's highs with an expansion in the number of stocks registering fresh short-term highs in order to shift the trend upward.

April 4, 2005 

The market traded in a broad range on Friday, first swinging higher on the jobs report and then pulling back toward the week's lows.  The move returned us to oversold status, as we closed below the day's average price of ES 1181 and established a short-term downtrend.  Selling was evident, with the adjusted TICK at -193 and the Institutional Composite at -285.  Although the majority of stocks moved from an uptrend to a downtrend through the course of the day, there was evidence of strength in the broad market.  Demand was 93; Supply was 77.  New 20 and 65 day highs rose to 439 and 220; new 20 and 65 day highs also rose to 1113 and 619.  New lows are still well above the levels from earlier in the week, both within my basket of stocks and across the broad market.  Selling bounces that remain below the day's average price is Monday's initial strategy.

April 1, 2005 

The market traded in a relatively narrow range on Thursday, digesting the gains of the prior day.  We closed below the day's average price of ES 1185, placing us in a neutral trending mode.  Consistent with the bracketing market was the relatively even proportion of stocks trading in short-term uptrends and downtrends.  Buying once again dominated the broad market, with the adjusted TICK finishing at +490.  The Institutional Composite ended the day at a neutral -88.  Demand was 91; Supply was 39.  New 20 and 65 day highs rose to 390 and 190; new 20 and 65 day lows dropped to 864 and 498.  The sharp decrease in the new lows increases the likelihood that we have put in at least a momentum bottom in this market.  On an intraday basis, however, we made fewer new highs over the day; this needs to change to return to an uptrending mode.

