April 30, 2006
Market Ideas:
TraderFeed takes a look at what separates amateur traders from the professionals.
The Trader Performance blog looks at six common mistakes traders make. 
Some very good links from Trader Mike, including ones on pre-market moves, Bollinger bands, and technical analysis. 
Words of wisdom from bloggers linked on the Trade Ideas site.
Mark Boucher offers a cogent macro view of markets.
Ten tenets of swing trading from Dave Landry.
Market Context:
We saw bull market highs for the Dow on Friday.  How many Dow stocks made 52 week new highs?  Only two.  That's down from five last week.  We saw 54 new 52-week highs in the S&P on Thursday, but that's down from 80 the week before.  Friday saw only 44 new highs.  Small caps?  Fifty new highs this week, down from 100 the prior week.  The optimism over the Fed announcement seems mighty selective.
 

April 27, 2006
 

NOTE:  I will be out of town Thursday and Friday working with a group of traders.  Next Weblog posting will be on Saturday.  In the interim, I plan to post on TraderFeed.
 

Market Ideas:
I'll be on Montreal radio at 9 PM EST Wednesday, 4/26; John Forman will precede me at 8 PM.  Here's a link for online listening.
TraderFeed takes a look at the VIX as a measure of market opportunity.
Here's an article that dissects one trade and extracts several lessons from the experience.
Thanks to Dave Mabe for posting the interview with me on the Stock Tickr blog.
Some great proven trading strategies from the Trade Ideas folks.  Of particular interest to me:  stocks up/down in premarket.  I like the way they constantly improve the product.
Good trading articles can be found on the Traderslog site.  Check out the extensive resources for technical and fundamental analysis as well.  
Dr. John Rutledge has an interesting blog entry on the shift of capital to Asia, with Ghana a case in point.
Market Context:
Recall the earlier analysis of how consumer issues were moving opposite to energy stocks?  It made a nice trade today.  Energy issues were down sharply, with XLE down over -1.5%.  SPY was relatively flat on the day--a small gain--but consumer stocks ($CMR) were up about .60%.  Seeing the sectors move in different directions was helpful in figuring out that an upward trend day was not in the making.  
Interesting stat:  Almost 50% of all days in which VIX < 12 result in the closing price being within .25% of the open.
Market Summary:
Wednesday's market rose early, only to fall back in the afternoon.  We closed slightly below the day's average price of ES 1312.5, returning us to a short-term neutral trend.  The Adjusted TICK ended at +224 and the Institutional Composite finished at +360, as buying was solid early in the day in both the broad market and the large caps.  Within the basket of large caps, 11 finished with upside momentum; 6 to the downside for an Institutional Momentum reading of +360.  The Power Measure ended in negative territory due to late day weakness.  Demand rose to 84; Supply fell to 68.  We are once again rangebound, but need to break recent highs with an expansion of new highs to see an outright bullish short-term trend.

 

April 26, 2006
Market Ideas:
TraderFeed begins an investigation of a momentum measure among highly weighted S&P 500 stocks.
John Mauldin offers a perspective from James Montier on investors' appetite for junk.
Today's Financial Times notes that U.S. investors have poured $68 billion into international mutual funds; 70% of new money is going to these international funds.  In the past, such large inflows have preceded market tops.
Interesting perspective on "smart money flow" from Jason Goepfert.
Market Context:
Once again we saw interest rates spike higher and stocks lurch lower in the morning trade.  This relationship has been key, and when we see economic numbers significantly moving bonds and/or the dollar, the odds are increased that we'll get more than just a small move in the stocks.
Market moves intraday, as well as longer term, need to be confirmed by breadth of participation.  When fewer stocks make new highs or new lows on a move to new index highs or lows, the odds of reversal are increased.  Note below:

Market Summary:
Tuesday's market sold off, as interest rates spiked higher on stronger than expected economic news.  We closed near the day's average price of ES 1309, reinstating the short-term downtrend.  The Adjusted TICK ended at -342 and the Institutional Composite finished at -238, as selling dominated both the broad market and the large caps.  The Power Measure of short-term trendiness closed positive and rising.  Among the basket of stocks referenced in Tuesday's TraderFeed entry, 7 stocks displayed bullish momentum and 10 were on the bearish side, with an Institutional Momentum reading of -100 (down from +60 Monday).  In the broad market, Demand rose to 52; Supply dipped to 91.  Note that this is a loss of downside momentum.  New 20 and 65 day highs fell to 808 and 528; new 20 and 65 day lows rose to 863 and 432.  We made new price lows with an expansion of lows, but this needs to continue to sustain the short-term downtrend.

 

April 25, 2006
Market Ideas:
I've added three more resources to the Trader Development page that I inadvertently left out over the weekend:  the screening program Trade Ideas, the Barchart site, and Decision Point.  My favorite application of Trade Ideas is tracking the number of stocks making intraday new highs and new lows in real time.  My favorite feature in Decision Point is tracking the proportion of stocks in each index that are trading above and below various moving averages.  Barchart tracks the performance of every commodity, every contract.  Great resources.
TraderFeed takes historical pattern analysis a step further and applies it to an individual stock trade.
Here's the Trading Markets article on looking at the market from the psychologist's perspective.
More great links from The Kirk Report, including perspectives on the dollar and interest rates.
Trader Mike also offers quite a few valuable links, including a surprise reading on sentiment.
Market Context:
Over 93% of raw materials stocks are trading above their 50-day moving averages.  Less than 53% of consumer staples stocks are above their 50 DMA and only 47% of technology stocks.  Energy issues?  Almost 97% above their 50-day averages.  Once again, we see signs of varied strength among sectors, not the kind of trending that lifts--or dips--all boats.  Meanwhile, the Yen soared vs. the Dollar, which is another way of saying the dollar is weak on the heels of the G-7 communique.  That is pressuring the Nikkei; let's see if it spills over to Tuesday's market.
Market Summary:
Monday's market broke the prior two days' lows before bouncing in the afternoon.  We closed slightly above the day's average price of ES 1312.5, starting a short-term downtrend.  The Adjusted TICK ended at +35; the Institutional Composite finished at +207.  The Power Measure closed positive, but weakening.  Demand fell to 38; Supply rose to 96.  New 20 and 65 day highs fell to 916 and 580; new 20 and 65 day lows rose to 756 and 356.  We are in an intermediate-term trading range, but as long as we continue to make day-over-day price lows with an expanding number of stocks registering fresh new lows, the short-term trend will remain to the downside.

 

April 24, 2006
Market Ideas:
Check out the Trader Development page for an expanded listing of trader resources, including mentoring services.
TraderFeed notes considerable movement beneath the seemingly placid S&P 500 surface, much of it attributable to the effect of rising interest rates and commodity prices.  
My upcoming Trading Markets article will detail some of the hidden themes in the current market, suggesting several ETF-based trading strategies.
Here is my review of John Forman's excellent book "The Essentials of Trading".
These articles received excellent comments:  Trading to Win vs. Trading to Not Lose and How to Manage the Psychological Risks of Trading.
Great posting from CXO Advisory Group on the idea of investors falling into two groups: real-yield investors and value investors.  The two models of investor behavior, when combined, track the S&P 500 admirably.
Market Context:
Interesting observation:  Over the last 25 trading sessions, among the world's largest markets, the S&P 500 is the worst performer.  The best performers are bourses among resource-rich nations.  During this period, interest rates have risen, as have commodity prices--including oil.  Are we seeing wealth shift, not only from sector to sector, but from certain economies to others?  Will we see this reflected in relative currency movements?  Some excellent ETF strategies could capitalize on such developments.
Market Summary:
Friday's market traded in a narrow range in the morning before dropping in the afternoon and bouncing late in the day.  We closed slightly below the day's average price of ES 1318.5, starting a neutral short-term trend.  A slight plurality of issues traded in short-term downtrends and, among large caps, short-term new lows swamped new highs.  Indeed, we're seeing some weakness in intermediate-term new highs as well, despite positive momentum.  The Power Measure closed in negative territory, but rising.  Money Flow among large cap issues is also weakening.  The Adjusted TICK ended at +24 and the Institutional Composite finished at -180.  Demand dipped to 54; Supply was 69.  New 20 and 65 day highs were little changed at 1293 and 817; new 20 and 65 day lows were also little changed at 546 and 268.  We're in a short-term trading range; I will be cautious buying highs or selling lows unless a distinct majority of issues and sectors are participating in the move.

 

April 23, 2006
Market Ideas:
TraderFeed looks at the correlations among market sectors and what they might mean.
My Trader Performance entry celebrates the life of Derek Buending, a trader who exemplified the performance mindset.
I see where John Forman is offering quite a set of incentives for those who purchase his new book, The Essentials of Trading.  It's an excellent text of trading fundamentals, and I'll be reviewing it shortly for Amazon.
While on the topic, check out John's trading blog and his recent entry on mentorship in trading.
Bennett McDowell on money management.  I've found my own results to benefit greatly when I am more selective in the trades I take and have explicit profit and stop loss criteria, with entries that ensure a good risk/reward ratio.  One clear benefit: much lower transaction costs and the execution benefit of getting filled at my prices rather than giving up the edge by entering/exiting at the market.  Amazing how those eat away at P/L over time.
Here's Doug Hirschhorn's site, where he offers a variety of trading psychology resources.  
Amazing how the ETF world has expanded, allowing individual traders to create their own hedge funds.
Market Context:
I noted in the recent TraderFeed post that it seems as though rising rates and commodity prices are taking their toll on consumer and retail issues.  Both sectors have not been making new highs this past week along with the Dow.  It's the financial sector, however, that has the greatest weighting within the S&P 500 Index, and until that shows weakness in the face of macro developments, it will be difficult to generate a bear market.  As Decision Point shows (and, by the way, their tracking of ETFs is superlative), financials have been on a roll.  This has been particularly true of the broker-dealer issues ($XBD).
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April 22, 2006
Market Ideas:
TraderFeed finds bearish outcomes after large caps are up and small caps down, one factor--besides rising oil and gold--that had me selling today per my 4/20 Market Context comment.  
Here are a few things you should know about psychology and trading.
Jim Jubak makes the case for a steepening yield curve if the Fed stops tightening rates.
This week I'll start looking at trading with the Trading Markets Power Ratings.
Jim Cramer discusses raw materials stocks, including CCJ, which is benefiting from high oil prices and speculation of a shift to nuclear energy.
Market Context:
From mid-March, consumer stocks ($CMR) are down, while energy stocks (XLE) are up.  Target, P&G, Home Depot, Wal Mart, American Express, J&J--all down.  Even as the S&P made 2006 new highs last week, only 80 of the S&P issues made 52 week highs.  That's down from over 90 new highs in March.  And the Dow 30?  We saw a yearly high this week, but only 5 issues made 52 week highs.  A relatively small number of stocks and sectors are accounting for much of the market's strength.
 

April 21, 2006
Note: Thanks to Woodie's CCI Club for a great session with an enthusiastic group of traders.  My talk will be posted to the site shortly, thanks to the ever-helpful Tony.  In fact, he's so helpful I might take his advice and start wearing bright paisley colors.  
Market Ideas:
TraderFeed reviews a few criteria for evaluating psychological problems in trading.
Some creative ideas for indicators on the Daily Speculations site. 
Quite a powerful statement on General Motors' woes from George Reisman.
Excellent market commentary on the recent rise from Declan Fallond.  I like his analysis of search results for various markets...an interesting way of seeing what's hot, what's not, and what's overdone.
I'll be doing an interview for the StockTickr site shortly.  They've been doing a great job posting a variety of interviews with traders.  The concept behind the site--sharing stock watch lists--is quite interesting.  There's a feature that measures the performance of stocks in the various lists, allowing you to track who and what are hot.
Market Context:
Did you notice during the morning rise that small and midcap stocks were severely lagging the large caps?  Remember the principle:  A move to new highs or lows in which a large proportion of issues don't participate is more likely to reverse than a move that displays broad participation.  How many stocks made new 20 day highs on Wednesday?  1569.  How many made new highs Thursday as the S&P and Dow moved to highs?  1289.  Small and midcaps were the difference.  No doubt option expiration helped contribute to the discrepancy.  I'll be watching this going forward to see if the rally can pick up participation or if, instead, we're topping out here.
Market Summary:
Thursday's market opened a bit weaker, rocketed higher, then fell back just as hard before leveling out and closing near the day's average price of ES 1318.  We continue in a short-term uptrend, but I will be wary of buying moves above Thursday's highs (or below Thursday's lows) if we do not expand new highs/lows.  The Power Measure closed negative and falling, ending the day on modest downside trending.  The Adjusted TICK ended at +122; the Institutional Composite finished at +159.  Demand fell to 61; Supply rose to 67.  New 20 and 65 day highs fell to 1284 and 833; new 20 and 65 day lows also dipped to 530 and 298.  We continue to drift higher; I will be watching new highs/lows and Demand/Supply carefully to see if we pick up or lose momentum.

 

April 20, 2006
Note:  My free Web lecture will be Thursday, April 20th at 4 PM Central Time (5 PM Eastern) on the Woodies CCI Club site.  I'll cover a range of topics relevant to the new book, including the major ways we can enhance trading performance.  Here is the reading for the lecture session.
Market Ideas:
TraderFeed examines the common wisdom that the S&P 500 Index tends to close near its day's high or low.  
Excellent links from Trader Mike, including a recent interview with Victor Niederhoffer and Laurel Kenner.
More fine links from The Kirk Report, including some eye-opening ones on energy and gold.
Market Context:
Let's see:  Gold (GLD) up 3% on the day; oil (USO) up 1.55%; the dollar makes another multimonth low vs. the Euro; and the long bond (TLT) makes another multimonth low.  How long will dollar-denominated assets stay attractive in such an environment?  If the very recent rally fizzles and we fail to make new highs on ES, I'll be an aggressive short.
Market Summary:
Wednesday's market dipped before bouncing and finishing with a small gain.  We closed above the day's average price of ES 1313.5, sustaining the short-term uptrend.  Buying was solid in the broad market, with the Adjusted TICK at +351.  It was more muted in the large caps, with the Institutional Composite finishing at +43.  The Power Measure finished at a relative high; let's see if that trendiness yields higher prices and expanded new highs Thursday AM.  Demand remained solid at 106; Supply was 33.  New 20 and 65 day highs were 1569 and 994--very close to the 4/3 peak.  New 20 and 65 day lows were 560 and 315, a bit elevated considering the strong rally from the day previous.  We continue to make higher highs and expand new highs; that sustains the short-term uptrend.

 

April 19, 2006
Market Ideas:
TraderFeed takes a "committee of experts" approach to what happens after a strong up day in the S&P 500 Index.
Jason Goepfert, on the Minyanville site, discusses the use of NYSE:NASDAQ volume as an indicator of speculative sentiment.  It's given spike readings at past market tops and has been high recently.  Might be worth looking at other sectors for indications of speculation.  I might check that out tomorrow on the Trader Feed blog.
Very thoughtful perspective on China from Jon Markman.  One wonders about the fraying of the social fabric in the midst of such pollution problems and income disparity.
If the Fed stops raising interest rates but other countries don't, how would this affect the dollar?  We're at the lowest level vs. the Euro since January...
Market Context:
When up volume to down volume has been 9:1 or greater in the NYSE, the next day has tended to be up, continuing the upside momentum.  Interestingly, we've only seen 66 occasions since 1965(!).  The next day average change has been .43% (43 up, 23 down)--much stronger than the one-day change of .03% for the entire sample (5386 up, 4961 down).  
If you draw a volatility envelope around the 50 day MA for all stocks (NYSE, ASE, NASDAQ) and count the number of stocks closing above and below this 2 SD envelope, you'd see that the ratio after today's trade was almost 10:1.  That's unusually broad upside momentum, and it's the highest reading of 2006.  Such broad momentum tends to follow through the next day, although recent responses to strength (per today's TraderFeed post) have my expectations tempered.
Market Summary:
Tuesday's market broke above its recent range, with strong breadth and buying pressure.  We closed above the day's average price of ES 1306 and began a short-term uptrend.  There is solid short-term buying momentum in both the broad market and among large caps.  The Power Measure stayed positive through the session, a sign of a trending day.  The Adjusted TICK was a very strong +1035, and the Institutional Composite was also robust at +294.  Demand absolutely soared to 203--the highest level since the very beginning of January.  Supply ended at 22.  New 20 and 65 day highs were 1224 and 788; new 20 and 65 day lows ended at 750 and 431.  Note that new highs topped out at 1757 and 1052 on April 3rd.  We broke sharply to multiday highs; as long as we make continued highs with an expansion of stocks making new highs, we continue the uptrend.

April 18, 2006
Market Ideas:
TraderFeed looks at one-day moves in the NASDAQ 100 Index and what happens next in the S&P 500 Index.
Here is the Trading Markets article on a gold-denominated stock index world.
John Mauldin offers an article by Van Hoisington and Lacy Hunt regarding the case for recession.
Quick ways to follow the markets that are impacting stocks:  $TNX (ten-year interest rate index); GLD (gold ETF); USO (crude oil ETF).  
Charles Kirk offers a perspective on today's investor/trader as the proverbial frog in slow boiling water.
The Galatime blog provides insights on the Indian markets, with solid analysis.
Market Context:
Three markets; check out the moves from 10:00 to 13:00:
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Market Summary:
Monday's market opened in a narrow range, then sold off in response to rising oil and gold prices and continued firmness in interest rates.  We bounced by the end of the session, however, and closed near the day's average price of ES 1293.  This sustained the neutral short-term trend.  The Power Measure closed neutral and rising; it caught today's swings quite nicely.  The Adjusted TICK was again weak at -436; the Institutional Composite was also dominated by sellers at -411.  Interestingly, however, Demand was 69; Supply was 65--much stronger than you'd expect for a down day.  New 20 and 65 day highs rose smartly to 641 and 375; new 20 and 65 day lows expanded modestly to 1392 and 663.  Note that this is fewer new 20 day lows than registered on 4/11.  We may be seeing evidence of a firming market here.  We returned to the prior trading range; I would be very careful selling price lows that do not expand the number of stocks making new lows.

April 17, 2006
Market Ideas:
TraderFeed follows up with a study of crude oil prices and their impact on short-term change in the S&P 500 Index.  
Keep an eye out for an out-of-the-box look at the recent bull market in my Monday Trading Markets article. 
Upcoming Dr. Brett events:
· April 20th - Free Web seminar sponsored by Woodie's CCI Club.
· May 4th - Options XPress Xpo in Chicago; I'll be doing two talks
· May 24th - Talk at the American Psychiatric Association Annual Meeting in Toronto
Market Context:
Here's a followup to yesterday's chart.  All indices start at 1000 and are priced in ounces of gold.  Note the recent underperformance of the S&P relative to the DAX and Nikkei.
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Market Summary:
Friday's market traded in a narrow, pre-holiday range.  We closed near the day's average price of ES 1295, creating a short-term neutral trend.  The average trading prices from the past three sessions have been 1297, 1295, and 1295.  The Power Measure closed negative but rising.  A narrow plurality of issues traded in short-term uptrends--reversing morning weakness--and new short-term lows among large caps have been drying up.

Although we're reaching oversold territory, new intermediate-term lows among large caps continue to outnumber new highs and Money Flow continues weak.  The Adjusted TICK ended at -80--its fifth consecutive negative reading--and the Institutional Composite finished at +128.  Once again, it's hard to get excited about the upside in a market where more stocks are trading at their bid price than their offer.

Demand rose to 73; Supply dropped to 40.  New 20 and 65 day highs rose to 396 and 232; new 20 and 65 day lows were 1213 and 594.  We continue to trade near recent lows with a significant number of stocks making new lows.  I will be watching oil, interest rates, and the NYSE TICK for early clues to any possible break of this range.

April 16, 2006
Market Ideas:
TraderFeed looks at the energy sector and its impact on short-term outcomes in the S&P 500 Index.
I'll be doing a live (and free) online seminar on Thursday at 4 PM Central Time for Woodie's CCI Club.  Lots of excellent articles and illustrations of trading methods on the site.
The Trader Performance blog examines what works in psychological methods.
John Mauldin offers insights on wealth and success from Richard Russell.  The section on "Rich Man, Poor Man" is one of the best observations I've come across in a long time.  So many traders approach the market as poor people, needing to make money.  It changes the game psychologically.
For those of you who subscribe to The Kirk Report, make sure you check out the Peter Lynch stock screens--as much for the method as the results.
Market Context:
Bet you didn't know we're making multi-year lows in the S&P 500 Index.  Makes you wonder if the S&P 500 has rallied since 2003, or if the dollar's value has simply plummeted relative to tangible commodities...
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April 15, 2006
Market Ideas:
TraderFeed investigates the gold ETF and its relationship to S&P 500 price changes.
Here is the Trading Markets article on the psychological risks of trading.
Bill Fleckenstein takes a jaundiced look at the Fed.  Jubak's "conspiracy" analysis of the Fed's elimination of M3 is quite good.
My breaks from trading and writing:  I'm up to 22 seconds in Escapa.  
Some good bond market observations by Gary Kaltbaum.
The plunge in Middle Eastern stock markets has gotten much more press from the European press than here in the U.S.  It's one reason I subscribe to the Financial Times as well as WSJ.  
Market Context:
Strong oil prices, but stocks weak in the Middle East, as the Saudi market attests.  Dubai's market has been cut in half since November.  Kuwait was down more than 20% before a recent bounce.  I find Bloomberg has the most complete set of charts for world markets.  And, if you thought stock markets don't trend, take a look at South Africa, Australia, and Brazil.  Raw materials have been king...
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April 14, 2006
Market Ideas:
TraderFeed looks at two-day rises in 10-year Note interest rates and what they mean for short-term S&P 500 performance.
Friday's scheduled Trading Markets article is one of the best I've done for the site, examining the psychological risks of trading.
Trade Ideas has implemented some of the TraderFeed strategies in their screening application.
Nice post on housing issues from Adam Warner.  Not a great sector to be in during rising rates.
Interesting observation:  there appears to be quite a correlation between the number of hits on TraderFeed and the day's volume in ES.  Which is nice because it provides an estimate of the day's volume before the market even opens.
Market Context:
Lower highs in the housing sector: hard to ignore this reality--another nice set of snapshots from Decision Point:
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April 13, 2006
Market Ideas:
TraderFeed begins a look at two/three day sector patterns as predictors of short-term S&P performance with a look at the Dow Utilities.
The Kirk Report offers quite a few worthy links, including several on oil and a possible crunch.
Excellent end of day market reviews from Declan Fallond.  His set of blog links is quite thorough.
Very thoughtful blog from CXO integrates research across a variety of fields.  The Reversion to Value model is especially thought provoking.
Jason Goepfert, in the Minyanville site, notes subnormal returns the day after Good Friday when the market is below its intermediate-term moving average.  Here's some free research from Jason.
Market Context:
Wednesday's market consolidated in a narrow range following the prior day's breakout move.  Meanwhile, rates continue to bump higher and oil remains high.  Those continue to constrain market bounces.  We had an inside day following a strong down day; since March, 2003, that pattern has led to subnormal next day returns, with more down occasions than up.  
Market Summary:
Market volume slowed ahead of the long holiday weekend, as we closed near the day's average price of ES 1295, continuing the short-term downtrend.  The Adjusted TICK ended at -24; the Institutional Composite finished at -5.  The Power Measure ended neutral and rising.  For the TICK, this is the fifth consecutive reading of net selling pressure.  It is hard to imagine the trend turning up without getting sustained upside TICK readings.  Demand rose to 51; Supply dropped to 51.  New 20 and 65 day highs fell to 326 and 182; new 20 and 65 day lows dropped to 1252 and 502.  We continue to hover near recent lows, with pressure from strong oil and interest rates.  We'll need to move above Wednesday's highs with an expansion of new highs to shift the short-term trend. 

April 12, 2006
Market Ideas:
TraderFeed takes a further look at the Utilities and examines what happens after a three-day period of broad decline.
Jim Jubak offers an eye-opening appraisal of GM's woes and possible market risk.
Jon Markman's portfolio of StockScouter stocks has done quite well since its inception.  Great resource.
The Shark Report notes volatility buy signals in the market after the recent decline.  Good links on the site, as well.
Nice link on the Trader Mike site re: microcap ETFs.  He also provides a daily summary of market action.
Market Context:
Classic, classic range breakout today.  Market hovering above a multiple day low, bearish short-term trend, rising oil prices, and an expansion of volume on the move below the range.  Remember: volume = volatility.  Once we broke to lows on high volume, the market was telling us we'd be likely to have an afternoon with good volatility.  As long as we keep making price lows and an expanding number of stocks are registering fresh 20-day lows, the bearish short-term trend is intact.  A bearish trend is one in which we see successive trendiness peaks and valleys at lower price levels.
Market Summary:
The market attempted an early rally, but fell below recent support and closed below its day's average price of ES 1297, sustaining the short-term downtrend.  Selling was broad: the Adjusted TICK ended at -615, and the Institutional Composite finished at -251.  The Power Measure ended the day in a bearish mode despite a late bounce.  Demand fell to 24; Supply soared to 131.  New 20 and 65 day highs dipped to 654 and 386; new 20 and 65 day lows expanded to 1694 and 660.  That's our highest level of new 60 day lows for all of 2006.  We continue to make new lows with broad downside participation, keeping us in the downtrending mode and keeping us selling bounces.

April 11, 2006
Market Ideas:
TraderFeed begins an investigation of the Dow Utilities as a market barometer.
Here is the Trading Markets article on trading to win vs. trading to not lose.
Todd Harrison on the Minyanville site notes that we've had 776 trading days without a 10% correction: the third longest such streak since 1965.
An interesting link on what the stock bulls are afraid of on The Kirk Report.  Quite a run in some of the transport issues.
The Merc stock (CME) continues to make highs.  The linkup with the NYMEX promises to bring energy markets to active electronic traders.
Sign of the times: among the top ten performing sectors over the past year: gold, silver, aluminum, steel and iron, oil and gas.  
Market Context:  
We tried to rally when early buying kept the market above its Friday lows, but even at the market peak, less than 400 stocks separated gainers from decliners.  Then bonds started to fall, as oil prices continued to rise, and the NYSE TICK made a breakout low.  Keeping an eye on interest rates, the dollar, and oil continues to pay off.  Meanwhile, gold and copper are at highs, oil is near highs, the cash CRB Index is at highs, interest rates are near highs, and the S&P 500 is near multiweek lows.  Wouldn't take much to tip the stock applecart.
Market Summary:
The market attempted to trade lower, held Friday's lows, rallied, but then fell back before recovering late in the day.  In all, we closed near the day's average price of ES 1304.5, continuing the short-term downtrend.  Our Power Measure of trendiness closed near zero, but rising.  The Adjusted NYSE TICK ended at -263, reflecting weakness in the broad market, but the Institutional Composite finished at +86.  Demand was 37; Supply dropped to 86, as we continue to see bearish momentum on balance.  New 20 and 65 day highs fell to 667 and 387; new 20 and 65 day lows rose to 1169 and 475.  We continue to trade below the recent trading range, with expanded new lows.  A rise above Monday's highs with expanded new highs would take us out of the short-term downtrend.

April 10, 2006
Market Ideas:
TraderFeed takes a big picture look at what happens after volatility spikes higher in a single trading session.  Note that I have updated the findings, as the results provided a worthwhile heads up.
The Trading Markets article scheduled for Monday looks at why traders obtain very different results from identical trading systems and ideas.
Here's an interesting application that allows you to build your own trading front end in Excel.  Thanks to a reader for bringing it to my attention.
I normally don't post political articles here, but Seymour Hersh's recent piece for New Yorker is particularly disquieting.  Huge implications for oil, fixed income, and equity prices if we see this situation escalate.
Jason Goepfert, who edits the excellent Sentimentrader service, notes on the Minyanville site that large reversals at market highs have negative expectations over the next several days. 
Market Context:
Things I'll be looking at for Monday's open:  1)  Do we get much of a bounce in the Spooz?  If so, the odds are better of holding Friday's lows and getting a rally;  2) What's happening in the European equity markets, the dollar, and interest rates?  If we get more rising rates, weakening Euro, and weak Euro equities, I'll look for selling in our market; 3) Which sectors lead and lag in early trading?  If the midcaps and small caps lag, I'll look for a continuation of weakness;  4)  Oil.  I continue to see energy prices as the immediate threat to the economy should political situations in Venezuela, Iran, etc. escalate; and 5) the NYSE TICK, which needs to show strength to turn this market around.
Market Summary:
Friday's market moved higher on the jobs news, then proceeded to trade through its recent trading range in a broad decline.  We closed below the day's average price of ES 1309, placing us in a short-term downtrend.  A solid plurality of issues traded in short-term downtrends and, among large caps, short-term lows swamped new short-term highs.  We are seeing considerable short-term selling momentum in both the broad market and the large caps.  The Adjusted TICK was very weak at -1071; the Institutional Composite ended at -298.  Demand was 32; Supply soared to 140.  New 20 and 65 day highs dropped to 975 and 596; new 20 and 65 day lows soared to 1053 and 467.  We are at intermediate-term support in the ES; further weakness with an expansion of new lows would set up an intermediate-term downtrend.

 

April 9, 2006
Market Ideas:
TraderFeed looks at what happens following a broad market decline.
The Trader Performance blog reflects on the meaning of trader education, using Friday's market as an example.
The recent article on market opportunity has been posted to the Articles page.  Also see the article on who is in the market and this article on patterns as a function of time of day.
John Mauldin offers provocative thoughts on complexity in the markets.  Apropos of that article, I notice in the Financial Times that the IMF is warning of global economic imbalances due to rising oil prices.
Market Context:
The long bond has hit 5%; oil is near its highs; gold has hit $600/oz.  Here's a long-term picture of commodity prices, with props to Decision Point.  A number of stock moves on Friday were led by moves in the dollar (vs. the Euro) and, of course, were preceded by the breakout move in interest rates.  These intermarket relationships--don't forget oil--are moving to the fore.  Seeing lead-lag relationships early in the day often helps you figure out a theme for the day's trade.
[image: image10]
April 8, 2006
Market Ideas:
TraderFeed takes a look at volatility and opportunity at a very short timeframe.
Here is the Trading Markets article on intraday and daily opportunity.
I recently heard from the developer of the StockTickr site; it's a very interesting service.  It allows you to enter and track all the stocks in your watchlist/portfolio, with alerts related to volume, price change, etc.  One of the particularly unique features is that all watchlists can be accessed by users, allowing you to share trading ideas.  

Market Context:
Friday's market was a great example of so many trading principles discussed on the Weblog.  Let's count them:  1) As noted on TraderFeed, the low proportion of stocks making new highs during the market's early rise prevented follow through on the breakout; 2) The move back into the range targeted the previous day's average price for a solid profit; 3) The heightened volume in the AM predicted afternoon volatility and volume; 4)  Fundamentally-driven moves in interest rates (new highs) and the dollar (strength vs. Euro) increased our odds of a trend day in the stocks; 5) Strong downside momentum across a wide range of stocks and sectors led to downside continuation rather than reversal.  
Bottom line?  Yeah, yeah...we hear all the blather about trading and psychology and getting into the right mindset and having discipline, etc.  The reality is that psychology only helps you if you know what to look for in markets.  More tomorrow on the Trader Performance page...   
Market Summary:  Will be posted Sunday night.  Have a great weekend!

 

April 7, 2006
Market Ideas:
TraderFeed examines a short-term trade idea for the afternoon session.
Check out Friday's column in Trading Markets, looking at predicting the day's opportunity from the morning trade.
Trade Ideas offers an interesting long-term consolidation breakout strategy.
Adam Warner offers perspective on the buy-write index, a topic I'd like to take up shortly via TraderFeed.
Some of my favorite stock screening tools are at MSN Money.  Here are some preconfigured strategies.  My absolute favorite tool is Stock Scouter.
Charles Kirk, in his members only section of his site, offers several trade ideas of stocks with insider buying.
Nice market summaries at end of day from Declan Fallond.
Market Context:  About 60% of S&P 500 stocks are trading above their 20-day exponential moving averages, down from 80% in mid March.  Since 2004, we've had *great* intermediate-term buy signals when the percentage has dipped below 20%.  Interestingly, we're not seeing the same divergence in the NASDAQ 100 Index: the ratio is at 71%; higher than during mid March.  Small caps?  The number is 67%, in line with mid March levels.  Not what I'd call broad deterioration.  Still, I wonder about the waning tendency of participants to lift offer prices among the NYSE stocks.  Bottom line?  Buyers are less aggressive, but we're not (yet?) seeing significant price deterioration across market sectors.  
Market Summary:  

We sold off, returning to the previous trading range, before recovering ground in the afternoon.  This placed us near the day's average price of ES 1315.5, returning us to a neutral short-term trend.  For the sixth consecutive session, we've had either weak or neutral buying pressure in the broad market, with the Adjusted TICK at -68.  The Institutional Composite, tracking buying and selling pressure among large caps, was neutral at +20.  Demand dropped to 49; Supply rose to 75.  This means that more stocks are trading with strong negative price momentum than strong positive momentum--an unusual occurrence so close to a market high, and not exactly a ringing endorsement of strength.  New 20 and 65 day highs were relatively constant at 1252 and 719; new 20 and 65 day lows rose to 671 and 314.  The latter level of new lows is the highest level we've seen since early March--a worrisome element for bulls.  We need to stay above the trading range from the past two weeks to make a case for bulls; a move into the range once again targets the range midpoint.

April 6, 2006
TraderFeed begins a series of intraday investigations of the S&P futures market, beginning with a study of intraday volatility.
Make a note:  I'll be doing a free online seminar for Woodie's CCI Club on Thursday, April 20th at 5 pm EST; 4 pm Chicago time.  
I've been spending some time on the Real Money site, where there are quite a few good columnists.  I especially like Tony Crescenzi's work; his Bondtalk site is excellent as well.

Talking about bonds, here's a sophisticated analysis from PIMCO's Bill Gross.
New highs among the S&P 500 stocks are not keeping up with the market's recent rise, as tracked by the Decision Point site:
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Wednesday's market moved higher, though buying was not especially robust.  We closed above the day's average price of ES 1316.5.  This initiated a short-term uptrend, but we --as noted above--have not significantly expanded new highs.  A return to the recent trading range would be of concern to the bulls.  A modest plurality of issues traded in a short-term uptrend, but new short-term highs only slightly outnumbered new short-term lows among large caps.  The Adjusted TICK was tepid once again at +52; the Institutional Composite ended at +146.  Demand was 67; Supply ended at 52.  New 20 and 65 day highs rose to 1251 and 741, but remain below the levels from two days ago.  New 20 and 65 day lows dipped to 557 and 244.  If we have a valid breakout from the range, we should see vigorous buying.  A return to the range would have me targeting the recent range midpoint.  

April 5, 2006
TraderFeed looks at low volatility from different angles and finds a common pattern.
Excellent links from Trader Mike, including fascinating one on recent tape action.

Ron Sen offers worthwhile perspectives on mean reversion in his blog.
Tuesday's market ratcheted higher, closing above its day's average price of ES 1310, but staying within the neutral short-term trending mode.  A slight plurality of issues traded in short-term uptrends, but new short-term highs were only modestly ahead of new lows among large caps.  Indeed, we've seen a waning of intermediate-term new highs among large caps.  The Adjusted TICK continues tepid at +21, making it difficult to get excited about the upside here.  The Institutional Composite ended at +164.  Demand was 57; Supply was 64.  New 20 and 65 day highs dropped to 957 and 585; new 20 and 65 day lows were 602 and 271.  We continue in the intermediate-term range; fading the edges of the range continues as the strategy. 

April 4, 2006
TraderFeed investigates the low volatility of the past ten days, particularly with respect to opening prices. 
Here is the Trading Markets article on VXN: the NASDAQ implied volatility. 

The Kirk Report offers a slew of excellent links, including a very useful one to Charles' Kirk's favorite stock screening tool.
Todd Harrison at the Minyanville site notes that, this week, we'll have "synchronistic serendipity when at two minutes and three seconds after 1:00 a.m., the time and date will be 01:02: 03 04/05/06".  His "Random Thoughts" on the site are a nice window into the mind of a pro.
Monday's market opened strong, only to fall back into its multiday range.  We closed below the day's average price of ES 1312, continuing the neutral short-term trending mode.  As noted in the recent TraderFeed posting, we saw an unwinding of the previous outperformance by small and midcap stocks.  The Adjusted TICK was -383, reflecting selling in the broad market, while the large cap Institutional Composite ended at +407.  Demand was 68; Supply was 95.  New 20 and 65 day highs rose to 1757 and 1052, exceeding March levels; new 20 and 65 day lows also rose to 617 and 274.  Clearly we have stock groups moving in very different directions: we have a four-day high in new highs *and* a four-day high in new lows.  We continue the choppy intermediate-term range; fading the edges of the range continues as a winning strategy. 

April 3, 2006
TraderFeed looks at what happens after small caps outperform large caps over the intermediate term. 
Monday's Trading Markets article looks at implied volatility in the NASDAQ and what it means during flat markets.

Here is the new article on life and market observations. 
John Mauldin offers eye-opening perspectives on monetary policy and the economy.
Friday's market traded within a narrow range, closing near its day's average price of ES 1307 and sustaining the neutral short-term trend.  Over the past eight sessions, the market's average price has been within a five-point range.  What we've seen over that time is net buying in the broad market and net selling among large caps.  Overall, the market has been resilient in the face of rising interest rates and rising oil prices.  The Adjusted TICK ended at -11; the Institutional Composite--reflecting selling in the large caps--was weak for the second straight session, finishing at -407.  Demand was 66; Supply ended at 58.  New 20 and 65 day highs finished at 1191 and 699; new 20 and 65 day lows dipped to 472 and 211.  We continue in an intermediate-term trading range.  A rise to new highs relative to last week that expands the number of issues making new highs would place us in a short-term uptrend.

April 2, 2006
TraderFeed extends the look at the daily NYSE TICK levels to the intermediate term, finding distinct patterns.

The Trader Performance blog examines the prominence of stocks within indices as a possible mediator of edge.
Some worthwhile observations on trading psychology and strategy at the Globe Trader blog.

The latest posting from Trade Ideas contains an extensive listing of trading related blogs.
The Minyanville University feature is quite original: an attempt to teach trading by providing opportunities for traders to observe and model the thinking of experts.

April 1, 2006
TraderFeed takes a look at buying and selling pressure, as measured by the NYSE TICK, and its relevance to the next day's trading.

Here is the Trading Markets article with new observations on life and markets.
Valuable daily trading watchlists and links from Trader Mike.

Interesting options perspectives from Adam Warner.
I'll be spending some time this weekend on Todd Harrison's Minyanville site.  Interesting content and a broad variety of contributors.  The Minyanville University educational program strikes me as particularly interesting.  More soon...

The best collection of market links, IMHO, is found on The Kirk Report.  Particularly nice to see the links to Jon Markman's work.  He's a thoughtful stockpicker and researcher.
Another thoughtful writer is James Altucher.  His new book SuperCash is an interesting collection of money making strategies from the hedge fund world.  One eye-opening strategy: the superior returns from fading bad economic news by buying equities.

