April 30,2007
Monday Links:
TraderFeed reviews dollar volume flows within the S&P 500 stocks sector by sector:  materials, industrials, consumer discretionary, consumer staples, energy, healthcare, financial, and technology.
Nice Q&A on part-time trading from Market Speculator.
Fastest growing ETFs: Seeking Alpha.
High Probability Trading on high probability setups.
Thoughts on fundamental and technical analysis from My Trading Journey.  
Vix and More, with their portfolio strategy.
Overbought and oversold readings within sectors: Ticker Sense.
Concern about leadership: HedgeFolios.
 

Market Perspective:
Money Flow Charts:  Here are charts for the major S&P 500 sectors:
Materials  --  Industrials -- Consumer Discretionary -- Consumer Staples
Energy -- Healthcare --Financial --Technology
  

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1500.25;  R1:  1506.25;   R2:  1509.50;   S1:  1497.00;   S2:  1491.00
We closed above the day's volume-weighted average of 1499 in the ES futures, placing us in a neutral trending mode.  We saw below average dollar flows into Dow stocks, with an adjusted relative flow reading of -.81.  Buying and selling were evenly balanced in the broad market, with the Adjusted TICK at -26, and among the large caps, with the Institutional Composite at -24.  Demand fell to 41; Supply rose to 88.  New 20 day highs dropped to 943; new 20 day lows continued their rise to 647.  This is the highest level of 20-day lows since 4/12, and it shows that there are a number of issues not participating in the recent strength.  Institutional Momentum dropped to +1080, with 16 stocks from the large cap basket trading in uptrends; 1 in a downtrend.  We are in a multiday range with deterioration of momentum and strength; it would not surprise me to see further consolidation of the recent gains.
 

April 29,2007
Links for a Sunday:
TraderFeed reviews the dollar volume flow indicator and tracks money flows for materials stocks, industrials, and consumer discretionaries.
The Trader Performance page begins an examination of active investing.
NYSE Scalper has more links related to trader improvement.
Afraid to Trade looks at sector strength and weakness.
My News Network:  interesting way to stay on top of new blog posts.
Value Blog Review on the learning process.
Insightful post on not-so-insightful trading:  Clueless Q Trader.
A key currency level looms:  Trading the Charts.
 

Market Perspective:
A Lagging Sector:  The banking stocks have stalled out, even as most sectors have moved to bull market highs.  I'll be posting an analysis of relative dollar volume flows into the financial stocks on Sunday.  Financials are a key element of the large cap universe; their underperformance is worthy of note and future tracking. 


  

April 28,2007
Reading to Start the Weekend:
TraderFeed looks at recent patterns in the new highs/lows. 
Here's how money has been flowing into the Dow stocks.
Recent links from Trader Mike, including Wallstreak.
Great post on how private equity is reshaping markets: Abnormal Returns.
Playing Amazon from the options side: Adam Warner.
Entering trends on pullbacks: Joey Fundora and Investopedia.
Larry Nusbaum offers a market wrap of links.
Excellent auto industry perspective from Mish.
Rising S&P P/E ratio:  Eddy Elfenbein and Seeking Alpha.
A little music for the weekend, relevant context to recent events in Russia.
 

Market Perspective:
Patterns in the Dollar Volume Flow Data:  A pattern I've been noticing is that, during topping periods in the market (such as Feb.-May, 2006 and Jan.-Feb., 2007), price will grind higher, but we'll see fewer new highs among stocks, reduced Demand/Supply readings, and waning dollar volume flows.  When the flows have dipped below the zero line and we've had an expansion of 20-day lows and Supply/Demand, those have been excellent buying opportunities.  As long as an increasing amount of dollars are flowing into stocks on a relative basis, prices have been responsive to the upside.  Buying fresh peaks in dollar volume flows has thus been a good strategy. 

[image: image1]
 

April 27,2007
Friday Reading:
TraderFeed outlines two favorite techniques for handling performance pressures in trading.
Amazon stock on fire, and thoughts about buying highs.
Market musings from Charles Kirk, including a couple of interesting ones on uranium.
Great idea: StockTickr automatically enters your trades into a journal, starting with a plug-in for CyberTrader.  
How golfers handle performance pressures: SharpBrains.
DaytradeTeam offers some kind words and worthy stockpicking links.
Stock picks from the systems of StockPickr.
What a call this was from Short Term Trading.
Bill Cara makes the case for microcaps: Seeking Alpha.
 

Market Perspective:
Fly In The Bullish Ointment:  Thursday saw higher prices during the day, but a reduction in the number of stocks registering fresh 20-day highs.  Even more concerning, new 20 day lows rose to 573, the highest level in a week and much higher than we saw earlier in April, save a few exceptions.  I am watching carefully for divergences here and am reluctant to chase highs.
 

Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1501.50;  R1:  1505.50;   R2:  1508.50;   S1:  1498.50;   S2:  1494.25
We closed above the day's volume-weighted average of 1500.10 in the ES futures, continuing the short-term uptrend, although we're seeing signs of fatigue (see above).  Dollar volume flows into the Dow stocks were about average at +.17.  We saw net selling in the large caps, with the Institutional Composite at -364, but more buying interest in the broad market, with the Adjusted TICK at +60.  Demand fell to 51; Supply rose to 75.  Institutional Momentum soared to +1180, with all 17 stocks trading in uptrends.  We need to see price highs and an expansion in the number of stocks registering fresh 20 day highs to sustain the uptrend.  I'm alert to the possibility of continued consolidation, given that the rally is not broadening.
 

April 26,2007
Thursday Reading:
TraderFeed offers a solution-focused linkfest.
New international ETFs:  Alpha Investors.
Euphoric gaps among Dow stocks:  Afraid to Trade.
Vertical limit in the Dow?  Kirk Report.
High Probability Trader ponders some new strategies.
Interest rate triangle waiting to be resolved:  Ron Sen.
 

Market Perspective:
Continued Market Strength:  The Dollar Volume Flow data have definitely served as a useful alert to the latent strength behind the current market.  For all the plausible bearish scenarios and statistics, the fact remains that institutions are putting their money to work in equities.  As of Thursday's open, we continue to see 85% of S&P 500 Index stocks trading above their 50-day moving averages.  That proportion tends to top out ahead of price and we normally see an extended period of divergence before we get corrections of note.  That suggests to me that, while we might consolidate near term, price should continue to manage its way higher. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1497.50;  R1:  1507.00;   R2:  1513.00;   S1:  1491.50;   S2:  1482.00
We closed above the day's volume-weighted average of 1496.00 in the ES futures, returning us to a short-term uptrend.  Dollar volume flows into Dow stocks were particularly strong, with the Relative Flow at +2.46.  Buying was evident in the broad market, with the Adjusted TICK at +267.  There was a balance between buying and selling among large caps, with the Institutional Composite at -8.  Demand rose to 92; Supply fell to 48.  New 20 day highs rose smartly to 1641, but are below the levels seen a couple of weeks ago.  New 20 day lows fell to 452.  Institutional Momentum soared to +1000, with 15 of the large cap stocks in my basket now trading in intermediate-term uptrends, 1 in a downtrend, and 1 neutral.  In sum, we continue to see price highs, good momentum, and solid dollar volume flows into stocks.  I will be watching closely at Thursday AM action to see if early strength sustains the rally or peters out, placing us in a consolidation mode.  
 

April 25,2007
Ideas:
Money flowing into semiconductors and a look at Intel as bellwether: TraderFeed.
Excellent post on international hedging:  Abnormal Returns.
Impact of housing slow down:  Barry Ritholtz.
Emerging market bubble: Random Roger and Seeking Alpha.
Toyota in the fast lane:  MarketBeat.
Yaser Anwar looks at Taiwan.
 

Links:
Lots of links from The Kirk Report, including a sick dollar and healthy Dow.
Tuesday blog watch from James Altucher, including a way of identifying breakout stocks.
 

Trading:
A different way of looking at sentiment trends.
Overbought markets are remaining overbought:  Trader Mike.
Strength in the number of advancing issues:  Carl Futia.
 

Market Perspective:
A Pattern Worth Keeping an Eye On:  Here's the chart of the semiconductor stocks and relative dollar volume flow into those.  The important pattern is that, during the market selloff of late February and early March, money flows into those stocks remained above average.  This might be an indicator of resilience that would predict superior performance once the selloff abates.  I'll be looking into this further. 
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Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1486.75;  R1:  1493.00;   R2:  1497.75;   S1:  1482.00;   S2:  1475.75
We closed above the day's volume-weighted average of 1486.00 in the ES futures, keeping us in a neutral trending mode.  For the second consecutive session, we saw below average volume flows into Dow stocks, with the relative dollar volume flow at -.73.  Selling dominated the broad market again, with the Adjusted TICK at -297; we also saw net selling among large caps, with the Institutional Composite at -129.  Demand fell to 47; Supply rose to 98.  New 20 day highs fell to 1021; new 20 day lows rose to 542.  Institutional Momentum dropped to +460, with 12 stocks in uptrends, 4 in downtrends, and 1 neutral.  We continue to consolidate the recent market strength; if we can hold Tuesday's lows on selling, my leaning is to buy for an eventual retest of the bull highs.
 

April 24,2007
Ideas:
TraderFeed finds an interesting situation in Toshiba.
What's performing best?  It looks like Europe and small cap growth.
I'll be posting more about this:  an online discussion of my recent book.
Decoupling of U.S. and global markets?  The Big Picture.
Curtis Faith, on the importance of thinking.
 

Links:
Recent links from Trader Mike, including a skeptical look at technical analysts.
Monday links from Abnormal Returns, including the volatility effect among stocks.
Random links from Adam Warner, including a look at the SPX:VIX ratio.
Lots of reviews of trading blogs:  Value Blog Review.
 

Trading:
Investing in recent winners vs. losers:  The Kirk Report.
StockPickr finds offshore drillers with very low P/E multiples.
Apex Trader with a watchlist for Tuesday.
A little poetry for traders bailed out by recent market strength: Market Poetry.
 

Market Perspective:
Strong Small Cap Growth:  Here's the chart from my recent TraderFeed post.  It shows the performance of small cap growth, small cap value, large cap growth, and large cap value.  Note that small cap growth (VBK; yellow line) has led the pack since late January.  Note also that large cap value (VTV) has trailed the pack since that same time.  This is a theme worth keeping in mind for asset allocation.
[image: image3]
 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1490.00;  R1:  1492.75;   R2:  1497.75;   S1:  1485.00;   S2:  1482.25
We closed below the day's volume-weighted average of 1491.00 in the ES futures, placing us in a neutral trending mode.  We saw slightly below average dollar volume flow into Dow stocks, with the Relative Flow at -.28.  Selling lead the broad market, with the Adjusted TICK at -297.  There was a greater balance of buying and selling among the large caps, with the Institutional Composite at +28.  Demand fell to 54; Supply rose to 72.  New 20 day highs fell to 1435; new 20 day lows rose to 438.  Institutional Momentum fell to +660, with 14 stocks from the basket in uptrends and 3 in downtrends.  I'll be looking to see how we trade as we move away from the pivot level/VWAP, with an eye toward fading those moves if they're not accompanied by solid buying or selling.
 

April 23,2007
Ideas:
TraderFeed offers more reader insights into handling performance pressures.
My open source approach to articles and blog posts.
Phenomenal weekly review from Between the Hedges.  Excellent work.
Green pioneers:  Fine Quick Time video from RyanIsHungry.  See also Mikey's site and Wendy's description of the project.
Great example of independent thinking about a stock:  Jeff Miller on Amgen.
Kingsland Report on ugly housing numbers.
 

Links:
Another great linkfest from Barry Ritholtz, including the dilemma of China's savers.
More practical trading links from NYSE Scalper.
Sunday links from Abnormal Returns, including sectors that outperform from May - Oct.
Weekend reading from Paul Kedrosky, including hedge fund myths.
 

Trading:
Hanging men in the market: Trader Mike.
James Altucher on Cramer's stock picks.
Screening for private equity buyout candidates: Value Blog Review.
Fewer small caps showing strength:  Daily Options Report.
Liquidity and metals:  Trading the Charts.
Bullish and bearish market views:  Seeking Alpha.
 

Market Perspective:
Broad U.S.Market On Fire:  Amazing.  And even more amazing that we still have solid pockets of bearish sentiment in recent investor surveys.
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Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1490.50;  R1:  1496.50;   R2:  1499.50;   S1:  1487.50;   S2:  1481.50
We closed above the day's volume-weighted average of 1489.00 in the ES futures, placing us in a renewed short-term uptrend.  Relative dollar volume flows into the Dow 30 stocks were very strong at +2.67.  Buying dominated the broad market, with the Adjusted TICK at +241.  We also saw buying interest in the large caps, with the Institutional Composite at +62.  Demand rose sharply to 127; Supply fell to 30.  New 20 day highs rose to 1567; new 20 day lows fell to 380.  Institutional Momentum rose sharply to +940, with 15 large cap issues in my basket trading in intermediate-term uptrends and only 2 in downtrends.  The one fly in the bull's ointment is that new 20 day highs are lagging their peaks from earlier in the week.  Nonetheless, we see very strong dollar volume flows into large cap stocks and continued buying when markets sell off.  I'm looking for us to go into a trading range mode shortly, but will not trade the short side aggressively until I see greater evidence of weakness in money flows and momentum.
 

April 22,2007
Weekend Reading:
TraderFeed proposes the most important question to ask during a slump.
Readers offer their perspectives on handling performance pressures in trading.
The Trader Performance page looks further into tracking shifts in market sentiment.
James Altucher's weekend blog watch, including Google buying Yahoo! or MSFT.
Trader Mike wonders if we're truly richer now that the Dow is hitting records.
Promising stocks not covered by many analysts:  StockPickr.
X Trader adds perspective to my earlier post on Toby Crabel (Spanish language; cut and paste text for Babel Fish translation).
 

Market Perspective:
Europe On Fire:  Here is the VGK ETF, which tracks 600 large cap issues in Europe (MSCI Index).  Note that it is up nearly 15% since March, much stronger than American large caps over that same period.  The Euro has also risen smartly vs. the dollar over this same period.
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April 21,2007
Links To Start The Weekend:
TraderFeed looks at a different way to assess shifts in the NYSE TICK.
This will give you an idea of what can be accomplished with trading systems that are not curve fit:  Vertical Solutions.
A really fine and insightful interview with John Dorfman on the Members portion of The Kirk Report.
Recent links from Trader Mike, including three types of trades.
Great find from CASTrader:  Open Tick and free, clean data.
Interesting new site of trader interviews.
Winning chart patterns from Harry Boxer.
Strongest Dow in 15 years:  Crossing Wall St.  See also how the averages are faring thus far in the millenium from Eddy and The Big Picture.
 

Market Perspective:
Tracking Shifts in Sentiment:  Here is the chart of the emerging average of the NYSE TICK from my recent article.  The pink line can only rise when new values of the TICK are greater than the average TICK level to that point in the day.  I've been trading patterns off TICK shifts early in the trading day, and so far have had an excellent win percentage on very short-term trades.  As one reader astutely noted, the idea is to plot the one-minute TICK readings vs. the emerging average (like a VWAP) and buy rising markets when the TICK falls below the average and sell falling markets when TICK bounces above the average.  You can then profit from short-term moves back above/below the TICK average.    
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April 20, 2007
Friday Links:
TraderFeed takes a look at the most common problem traders face.
Kirk's keyboard full of links, including the bullishness of corporate insiders.
Trader Mike reviews the averages and a possible double top in the Russell.
John Forman reviews Markets In Profile.
The Indian Market Monitor tracks Wolfe Waves, something Linda Raschke has written about.
Check out the new blog from Trader DNA.
Short interest precludes correction:  Barry Ritholtz.
Alpha Investors wonders if China is overheating.
Indian ADRs sporting growth at a reasonable price:  StockPickr.
Weakest S&P 500 stocks:  Ticker Sense.
The historical chance of an up day:  Seeking Alpha.
 

Market Perspective:
One Divergence In the Mix:  As this DecisionPoint chart notes, the number of S&P 500 stocks making annual highs has not jumped to a new high despite price highs in the average.
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Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1477.75;  R1:  1484.50;   R2:  1488.25;   S1:  1474.00;   S2:  1467.25
We closed above the day's volume-weighted average of 1477.25 in the ES futures, keeping us in a neutral trending mode.  Once again, dollar volume flows into the Dow 30 stocks were above average at +1.26.  The money flows into these large caps has been consistent.  For the third consecutive session we saw selling sentiment in the broad market, with the Adjusted TICK at -193.  We also saw selling pressure in the large caps, with the Institutional Composite at -277.  Demand fell to 35; Supply rose to 129.  New 20 day highs fell to 828; new 20 day lows rose to 608.  Institutional Momentum fell to +480, with 13 stocks in intermediate-term uptrends and 4 in downtrends.  We're seeing internal weakness but continued price strength in the large cap averages.  My sense is that this will lead to further price highs, but also the start of significant divergences among the indicators and sectors.
 

April 19, 2007
Evening Links:
TraderFeed reviews volume and opportunity in the stock index market.
Dollars flowing into INTC.
CXO Advisory questions the predictive value of candlestick patterns.
Thoughts about success from The Kirk Report.
A Dash of Insight looks at what makes good games.
Wednesday links from Abnormal Returns, including inflation perspectives.
The market is the only truth:  Curtis Faith.
Trader's Narrative offers thoughts on personal development.
What cameras and frying pans have in common with market indicators: Reality Trader.
Questions about stagflation from The Big Picture.
A look at sector relative strength:  Ticker Sense.
 

Market Perspective:
Surging Momentum:  Fully 85% of S&P 500 stocks are now trading above their 50-day moving averages.  That figure is 69% for S&P 600 small caps and 76% for NASDAQ 100 issues.  Peaks in the number of stocks above their moving averages have tended to precede price peaks over the past several years.  It is not difficult to expect market consolidation here; it is difficult to make an outright bearish case, given the increasing momentum and strength in the market.  

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1479.250;  R1:  1485.25;   R2:  1490.25;   S1:  1474.25;   S2:  1468.25
We closed near the day's volume-weighted average of 1479.00 in the ES futures, placing us in a neutral trending mode.  Note how the market indicators have neatly tracked the transition from an upward trending mode gaining strength to an upward bias losing momentum and strength to a range bound mode.  This is a common sequence in markets; so far the dips have become buying opportunities in the large caps.  Selling dominated the broad market, with the Adjusted TICK ending at -137.  We also saw selling in the large caps, with the Institutional Composite ending at -112.  Dollar volume flows remain positive in the Dow stocks, with a reading of +.96.  Demand fell to 39; Supply rose to 85.  New 20 day highs fell to 1185; new 20 day lows rose to 459.  A rise above the 677 new 20 day lows registered on 4/12 would be a fly in the bull's ointment.  Institutional Momentum dropped to +580, with 14 stocks in uptrends and 3 in downtrends.  We continue to consolidate and lose strength and momentum; so far this appears to be a normal process in a market yet to make its price highs for this short-term cycle.
 

April 18, 2007
Evening Links:
TraderFeed posts a linkfest of coaching and mentoring resources for traders.
The most dangerous word traders can use.
Trader Mike on the correction that corrected.
Charles Kirk tracks sector leaders.
Trade-Ideas has an upgrade with some interesting features.
Expansion of new highs:  Ticker Sense.
Yaser Anwar on China's market.
StockPickr on the top hedge fund managers.
Moderating inflation expectations:  WSJ Online.
 

Market Perspective:
Calling the Audible:  A quarterback for a football team will practice plays all week long and will be prepared with a set play from the sidelines.  Then he'll see an unusual defensive alignment that tells him he'll have an opportunity with a different play.  At that point, he cans the prior preparation and calls a new play from the line of scrimmage.  This "audible" allows teams to adjust to last-minute developments on the field.  I suspect commanders in the field call audibles in times of war more often than we might recognize.  We've had a strong market with a bullish short-term trend.  All my preparation led me to look to buy weakness.  When we got the economic reports, however, and pre-opening futures spiked higher, I waited for the open to see if a majority of issues would participate in the strength.  In fact, they did not.  New 20 day highs for Tuesday were below Monday's level despite making those new price highs.  I called an audible and, within minutes of the open, shorted the market for a short-term profit.  The point is this:  you can do all the preparation and all the research, but at the end of the day, you have to see the playing field or the battle field and adjust to the conditions of the present.  An early reading of the waning participation in the rise was key to trading Tuesday's market.  Those stuck in Monday's game plan were frustrated if they expected another solid rise.  You always want to be flexible enough to call the occasional audible. 

 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1479.00;  R1:  1482.75;   R2:  1486.75;   S1:  1475.00;   S2:  1471.25
We closed near the day's volume-weighted average of 1479.25 in the ES futures, continuing the short-term uptrend, but losing internal momentum.  As a result, I will be watching for a transition to a range bound market, with possible oscillation around that 1479 pivot level.  Interestingly, dollar volume flows into Dow stocks remained slightly above average at .20.  That is the fourth consecutive session of above average dollar flows into Dow stocks.  Selling dominated the broad market, with the Adjusted TICK at -313.  We also had selling among the large caps, with the Institutional Composite at -286.  Demand fell to 46; Supply rose to 63.  New 20 day highs dropped to 1772; new 20 day lows rose to 389.  Institutional Momentum dipped to +880, with 16 stocks from the basket in intermediate term uptrends and only 1 in a downtrend.  As noted above, I'll be watching for evidence of a range bound market, but my overall view is that such consolidation is likely to precede further price strength, given the tendency for momentum peaks to lead price peaks.
 

April 17, 2007
Ideas:
TraderFeed finds excellent stock market psychology research from Dr. Harrison Hong.
Jim Dalton will be presenting on Market Profile at the CBOT on the 18th.
A Dash of Insight on recession expectations.
Dollar index breaking down:  The Big Picture.
Bennet Sedacca and Minyanville on the Fed's tightrope.
 

Links:
Lots of links from The Kirk Report, including the role of derivatives in recession.
Recent links from Trader Mike, including how computers are replacing human traders.
Random ones from Adam, including an extended VIX.
 

Trading:
Money flow research, and what happens after extreme flow days.
Great trade illustration from The Trading Digest.
Weekly outlook from Portable Alpha Daily.
 

Market Perspective:
Upswing in Momentum:  Recall from my recent post that we tend to see follow through in price movement following days that expand stock momentum to the upside.  Friday, we saw Demand rise to 80 from Thursday's 63 and Supply fell to 33 from 58.  That led us to expect follow through strength on Monday, which we got in spades.  Note that Monday's Demand rose sharply to 133 and Supply dipped to 31.  Once again, that keeps us in the bullish short-term mode, which means that buying weakness is the leaning going into Tuesday's market.  We have a heavy calendar of economic news on Tuesday, so that may color the strategy for the day as well.
  

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1473.25;  R1:  1479.25;   R2:  1483.50;   S1:  1469.00;   S2:  1463.00
We closed above the day's volume-weighted average of 1473.25 in the ES futures, continuing the short-term uptrend.  Relative Dollar Volume Flow for the 30 Dow Industrial stocks was a very strong 1.58, which means that significant money was put to work in stocks by institutions relative to the 200-day moving average.  We saw solid buying in the broad market, with the Adjusted TICK ending at +201.  Readings were more neutral among the large caps, with the Institutional Composite ending at -57.  Demand rose to 133; Supply slipped to 31.  New 20 day highs soared to 2334; new 20 day lows dropped to 343.  Institutional Momentum jumped sharply to +840, with 16 stocks trading in uptrends and only 1 in a downtrend.  In all, we're seeing expanding momentum and strength and that normally precedes price highs.  
 

April 16, 2007
Links to Start the Week:
TraderFeed looks at sentiment and how it shifts with short-term price cycles.
One reason I'm not a raging bear: money flows have been above average.
Great post on asking the right questions:  Daily Speculations.
Afraid to Trade reviews "Way of the Turtle".
Recent links from Trader Mike, including exiting trades.
Sunday links from Abnormal Returns, including a look at seasonality.
Big linkfest from The Big Picture, including quite a few sobering views on housing.
Lots of end of week views from Larry Nusbaum.
Nice Joe Montana perspective from Market Speculator.
 

Market Perspective:
More on Dollar Volume Flows:  Since 2005 (N = 553 trading days), when 20-day relative dollar volume flows are above .60 (N = 94), the next 20 day returns in the Dow Industrials averages a whopping 1.94% (90 up, 4 down).  (Note:  A zero relative dollar volume flow means that we are exactly at the 200 day moving average in flow.)  Clearly this is a pattern that I have to look into more deeply, especially to see if it applies to individual stocks.  I don't think I've ever seen such a skewed finding with respect to a market indicator.
Interestingly, when 20-day relative dollar volume flows are under -.50 (i.e., well below the 200 day moving average; N = 63), the next 20 days in the Dow average a significant 1.57% (50 up, 13 down).  Extremes of dollar volume flows appear to be quite bullish.   

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1458.50;  R1:  1464.75;   R2:  1468.00;   S1:  1455.25;   S2:  1449.00
We closed above the day's volume-weighted average of 1457.60 in the ES futures, returning us to a bullish short-term trend.  We saw net selling in the broad market, with the Adjusted TICK at -110, and among large caps, with the Institutional Composite at -248.  Demand, however, expanded to 80; Supply fell to 33.  We also saw above average dollar volume flows into Dow stocks, with relative flow at +.18.  Institutional Momentum jumped to +360, with 13 stocks from the large cap basket trading in intermediate-term uptrends and 4 in downtrends.  We are short-term overbought and it wouldn't surprise me to see some consolidation.  Too, many S&P sectors did not participate in Friday's rise to multiday highs.  Still, I'm not seeing weakness in the broad market and in the dollar volume flows that would suggest a sustained correction.
 

April 15, 2007
More Weekend Links:
TraderFeed explores the role of pain in making trading gains.
The Trader Performance page lays out elements of a trading report card.
The Dow TICK (TIKI) and an inefficiency pattern from Friday's trade.
Very perceptive post on why traders of stocks need to be able to time the broad market: NYSE Scalper.  See also the abundant trading how-to links from J.C.
Thanks to Kevin for his comments on trading blogs.
This is what winners do: a reflection on a bad day from Lifepost.
Interesting article on brain gyms.
This looks like a promising trading program, combining system development and artificial intelligence.  I hope to take a further look shortly.
Provocative views on debt and housing from John Mauldin.
Lord Tedders on becoming a successful trader.
My postings for Seeking Alpha.
 

Market Perspective:
TIKI and Program Trading:  Here's the chart of the TIKI (Dow TICK) during Friday morning trade.  What you want to focus upon are the extreme readings in TIKI (red line):  when we have readings of 18 and higher, particularly.  That means that 24 or more of the Dow 30 stocks are upticking or downticking simultaneously.  This is usually because those stocks have been traded in a basket as part of program trading.  When we see price unable to move higher on high TIKI readings or unable to move lower on very negative TIKI readings (as marked on the chart), it's an indication that programs are no longer able to move the market.  That's an indication of underlying weakness/strength.  Another pattern worth observing:  TIKI extremes that are not matched by TICK extremes.  This occurs when we get strong program buying or selling among Dow stocks, but not similar buying or selling pressure in the broad market.  Often we can fade those TIKI extremes for a short-term trade. 
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April 14, 2007
Links to Start the Weekend:
TraderFeed looks at new high/new low strength and short-term market cycles.
Dollar volume flows into the Dow stocks have been less than impressive.
Recent links from Trader Mike, including trading opening gap reversals.
Carry trade done in July?  Seeking Alpha.
Behavioral finance links from CASTrader.
Kevin tracks the Aussie Dollar.
Millionaire Now! wraps up the week with a bevy of links.
Different traders, one chart:  Afraid to Trade.
Junk bond ETF:  Alpha Investors.
 

Market Perspective:
Watching For Market Strength:  Here's the chart for my recent article on market strength and short-term cycles.  We have daily bars in the e-mini S&P 500 Index, accompanied by two numbers.  The top one is the number of stocks making 20-day highs across the three major exchanges in the U.S.; the bottom number is the 20-day new lows.  Notice that new lows have been expanding of late, so that we have more new lows now than we did at the lower price lows in late March.  I'll be tracking these new highs carefully, given that Friday's market closed at a multiday high.  We saw new highs in some S&P 500 sectors--energy and health care, for example--but many sectors did not make new highs, including consumer staples, financials, technology, and materials stocks.  We need to see broader participation to keep the rally going.
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April 13, 2007
Ideas:
TraderFeed looks at momentum and short-term market cycles.
Charles Kirk passes along trading rules; I'll be reviewing his new members' site shortly.  One nice change: the members' site is now in blog format with RSS.
Debt as a percentage of GDP:  Barry Ritholtz.
China on a tear since the March decline: TickerSense.
CXO Advisory finds little relationship between PPI and stock prices.
Mish, on throwing money at the housing problem.
 

Links:
Thursday links from Abnormal Returns, including the "new REITs".
A bundle of stockpicking links from Larry Nusbaum.
Lots of random wild things from Daily Options Report, including the problem with oil ETFs.
 

Trading:
Charting the behavior of large traders during a market turnaround.
Great post from Michelle B and Trader Mike on reacting to events vs. anticipating them.
Jim Wyckoff is offering Q&A for traders.
Estocastica on Trade the Move; see also this post from Trader X.
Alpha Trends finds a stock with lots of panicky shorts who may need to cover.
 

Market Perspective:
Stalking the Large Trader:  Here's the graphic for my recent TraderFeed post, which examined the volume distribution (at bid vs. offer) for trades of 200 contracts and more.  For even better visibility, here's a large version of the chart.  Notice how, after the initial decline, we saw consistently more volume at the offer than at the bid among these large traders.  No average Joe trader is executing trades of 200 contracts and higher.  This is a great way to track large trader sentiment: just find out if they're hitting bids or lifting offers.  Notice also how tracking the total volume specific to large trades helps you see when volume is expanding on market moves and when it's contracting.  The expansion of volume on buying and contraction during pullbacks showed clearly that large traders were leaning toward the buy side.
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Market Synthesis:  

ES Pivot Points for Friday:  

Pivot Level:  1451.50;  R1:  1460.75;   R2:  1466.25;   S1:  1446.00;   S2:  1436.75
We closed above the day's volume-weighted average of 1450.00 in the ES futures, placing back into the prior trading range and into a neutral trending mode.  The rally following the early decline placed buying and selling in relative balance in both the broad market, with the Adjusted TICK at +91, and among large caps, with the Institutional Composite at +25.  Demand rose to 63; Supply fell to 58.  New 20 day highs rose to 1116; new 20 day lows also rose to 677.  Institutional Momentum rose a bit to +80, with 10 stocks trading in uptrends and 7 in downtrends.  I expect a test of the highs of the multiday trading range, but am on the lookout for divergences and am likely to fade strength that does not expand the number of stocks registering new highs.
 

April 12, 2007
Ideas:
TraderFeed offers Volume Two of the How To Trade Linkfest.
Jim Rogers sees more downside among homebuilders (via Trader Mike).
Ticker Sense on the 2nd Ave. Subway indicator.
 

Events:
Jim Dalton will be presenting a workshop on Market Profile for the CBOT, 4/18.  He will also provide a free Webinar for Linda Raschke's site on 4/17 (sign up to be posted soon).
Trevor Harnett of Market Delta will offer a free seminar on 5/2 for the CME and Teach Me Futures, with a topic of "Using Volume to Confirm Market Profile".  Free weekly Market Delta training events are available as well.
 

Links:
Link boom from Charles Kirk, including an overview of inflation.
Wednesday blog watch from James Altucher, including MSFT in trouble.
Wednesday links from Abnormal Returns, including a view of bond ETFs.
 

Trading:
Holding strong but flexible opinions when markets are moving.
Strong stocks that have beaten earnings estimates *and* have positive money flow: The Kirk Report.
StockPickr finds hated stocks with promise.  
 

Market Perspective:
Tracking Short-Term Cycles:  Yesterday's entry noted that the rally was stalling out.  Wednesday confirmed that by giving us a breakout to the downside.  It's helpful to think of components of short-term market cycles.  These can be used to time swing trades.  The cycle begins with a high momentum rise that lifts most stocks and sectors, expanding the number of stocks making fresh 20-day highs.  The momentum peak for the recent cycle occurred on April 3rd, when Demand hit 138 and new 20-day highs hit 1669.  The second phase of the cycle is the price peak.  As a rule, price peaks follow momentum peaks.  We hit a price peak on April 10th, but Demand was only 54 and new 20 day highs numbered 1533.  At price peaks, it's common to find divergences among indicators and sectors.  Price peaks are followed by high momentum declines that take the majority of stocks and sectors to new lows.  That is where we're at as of the close on Wednesday, 4/11.  Demand dropped to 31 and Supply exploded to 122.  Price bottoms tend to follow momentum troughs, though with shorter lead times than for tops.  At price bottoms, we'll look for divergences in the Demand/Supply and New Low numbers.  If you follow that reasoning, then you can see why my main strategy after a day such as Wednesday is to look for tests of the prior day's lows. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1450.50;  R1:  1456.50;   R2:  1464.00;   S1:  1443.00;   S2:  1437.00
We closed below the day's volume-weighted average of 1450.00 in the ES futures, initiating a short-term downtrend.  Selling dominated both the broad market and the large caps, with the Adjusted TICK ending at -512 and the Institutional Composite finishing at -424.  Demand fell to 31; Supply rose sharply to 122.  New 20 day highs fell to 1032; new 20 day lows rose to 644.  This was the fourth consecutive day of increased new lows.  Institutional Momentum fell to +40, with 10 stocks from the large cap basket trading in intermediate-term uptrends and 7 in downtrends.  As long as we see day over day price lows and an expansion in the number of stocks making new lows, selling bounces will remain my leaning.
 

April 11, 2007
Ideas:
TraderFeed examines considerations re: seeking a trading coach.
How we can counter information processing biases when we trade.
Rising stocks or weak dollar: Portfolio Analysis questions the bull.  Interesting new site.
Nice heads up on a site devoted to corporate financial results from Value Blog Review.
Questioning the law of attraction:  Trader's Narrative.
 

Links:
Random links from Daily Options Report, including volatility leaving the building.
Tuesday links from Abnormal Returns, including hedge funds and ETFs.
Tuesday blog watch from James Altucher, including stocks with high tax free yields.
 

Trading:
Very interesting sentiment tell from The Kirk Report.
Insightful post about chain reaction mistakes from Dinosaur Trader.
Impulse buy pattern from Afraid to Trade.
Stocks have reclaimed their losses from the late February drop: Trader Mike.
A reader recommended these trading psychology posts from Steven Hendlin; thanks.
Indicator readings and stock picks from Portable Alpha Daily.
 

Market Perspective:
Stalling Out?:  The proportion of S&P 500 stocks trading above their 50-day moving averages has remained around 70% the last few days, despite rising $SPX prices over the last week.  The proportion is 64% among S&P 600 small caps, which have also stalled around that level despite higher prices recently.  New 52-week highs among NYSE stocks have stalled around 300 the past several days.  We had 35 annual highs among S&P 500 stocks on Tuesday, down from 63 on Monday.  We had 39 new highs among S&P 600 small caps, down from almost 50 a week ago.  Although prices have been rising, the rise has been selective, which has me questioning its longevity. 

 

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1455.50;  R1:  1458.50;   R2:  1461.25;   S1:  1452.75;   S2:  1449.75
We closed near the day's volume-weighted average of 1456.00 in the ES futures, continuing the neutral trending mode.  Buying and selling were relatively balanced in the broad market, with the Adjusted TICK at +39.  We saw net selling among large caps, with the Institutional Composite at -228.  Demand stayed relatively constant at 54; Supply fell to 43.  New 20 day highs fell to 1533; new 20 day lows rose to 396.  Institutional Momentum dropped to +460, with 14 stocks trading in uptrends and 3 in downtrends.  The 1455-1456 level has been serving as a fulcrum for moves within a range; fading moves away from value has been a successful strategy. 

 

April 10, 2007
Ideas:
TraderFeed explores the promise of neurofinance.
Great look at the anatomy of a trade from Michelle B. and Trader Mike.
A second look at nonfarm payrolls:  Barry Ritholtz.
Curtis Faith on a robust measure of returns.
Capital Spectator on what money managers fear most.
Chris Bain and WSJ on "slowflation".
 

Links:
Another fine link collection from The Kirk Report, including what has preceded U.S. recessions.
Monday links from Abnormal Returns, including a look at portfolio rebalancing.
Monday blog watch from James Altucher, including cheap stocks with an edge.
 

Trading:
Trader Mike recaps the markets and tracks the lagging small caps.
Free online chat with Brian Shannon of Alpha Trends.
Coming shortly:  a linkfest of trading coaches and mentors.
Adam Warner questioning the Monday opening gap.
More sector P/E perspectives from Ticker Sense.
 

Market Perspective:
Tracking Custom Indicators Intraday:  If the indicator you want to track is not included in an intraday screening program such as Trade Ideas, your only real solution is to connect your data feed to Excel worksheets, which will populate fields in real time and calculate and chart your indicators.  Charles Kirk has mentioned a program called XLQ, which connects to several data feeds and provides an interface to Excel.  Included are a number of standard formulas, such as trailing stops.  It's an interesting application; worth a look.  One of the custom apps I'd love to develop is an intraday monitoring of dollar volume flows, so that we could see which stocks are strongest in weak markets, which are weakest during market rises, and which are attracting most interest during market trends.  I hope to post more on this shortly. 

 

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1455.00;  R1:  1457.75;   R2:  1460.50;   S1:  1452.25;   S2:  1449.50
We closed near the day's volume-weighted average of 1455.00 in the ES futures, placing us in a neutral trending mode.  We saw significant selling pressure in the broad market, with the Adjusted TICK at -505, and among large caps, with the Institutional Composite finishing at -349.  Demand fell to 53; Supply rose to 75.  New 20 day highs rose to 1634; new 20 day lows also rose to 389.  Institutional Momentum rose to +620, with 14 large cap issues in the basket trading in uptrends and 3 in downtrends.  This so far appears to be a normal consolidation following a market rise; I'll be watching moves away from the VWAP/Pivot Level carefully to see if they attract volume.  If not, I'll be likely to fade those moves for returns toward value. 

 

April 9, 2007
Links to Start the Week:
TraderFeed describes a method for changing self-talk. 
Four provocative research articles from Andrew Lo.
Barry Ritholtz's holiday linkfest, including a long-term view on housing.
Reflections on risky trading from Adam Warner.
Companies with a low price-to-sales ratio and who is buying them: StockPickr.
Weekend reading from Paul Kedrosky and TheStreet.com, including prospects for stagflation.
Michael Shedlock and Minyanville on changes in the real estate market.
Sunday links from Abnormal Returns, including thoughts of Microsoft's demise.
TickerSense identifies the most oversold S&P 500 stocks.
 

Market Perspective:
NYSE TICK Extremes:  Rainsford Yang, who does a great job with the Market Tells service, is starting an intraday update service that tracks extreme scores in the NYSE TICK.  He has charted cumulative daily totals of extreme high and low TICK readings and finds value in the measure on a longer time frame.  Extreme values in the TICK can only be generated by institutional buying and selling, as they are the only ones large enough to execute the basket trades that lift or drop a large number of stocks simultaneously.  Very promising research.  (BTW, the cumulative line of extreme TICK values is currently bullish). 

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1451.25;  R1:  1456.25;   R2:  1459.75;   S1:  1447.75;   S2:  1442.75
We closed above the day's volume-weighted average of 1450.75 in the ES futures, continuing the short-term uptrend.  Buying was again strong in the broad market, with the Adjusted TICK ending at +512.  We also saw net buying interest among the large caps, with the Institutional Composite finishing at +170.  Demand rose to 60; Supply fell to 42.  New 20 day highs also rose to 1479; new 20 day highs rose very slightly to 308.  Institutional Momentum dipped a bit to +480, with 14 stocks in the large cap basket trading in uptrends and 3 in downtrends.  We need to see day over day price highs and an expansion of new highs to sustain the short-term uptrend.  We're seeing some toppiness in the momentum numbers (Supply/Demand) and new highs and that will lead me to fade strength that doesn't have strong participation.   

 

April 8, 2007
Weekend Links:
TraderFeed explores two sentiment measures:  NASDAQ volume and the last hour of trading.
The Trader Performance page illustrates trading a market breakout.
Great microcap project from Bill Cara.
Advice for speculators from Victor Niederhoffer.
Decentralized creativity from Google:  The Big Picture.
Market screens from Millionaire Now!
Value Blog Review with insight from the Trading Goddess.
Kudlow on the Friday blockbuster.
Relative strength of U.S. large caps and emerging markets: Ron Sen.
 

Market Perspective:
Divergence?:  As this excellent chart from Decision Point shows, we're nearing new highs in the NYSE Composite, but new annual highs among NYSE stocks are lagging.  This fits with my earlier analysis of market sectors and dollar volume flows.  I will lean toward fading this rally if we cannot expand new highs from here.
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April 7, 2007
Holiday Links:
TraderFeed, on what we can learn from poker and short-term trading.
A look at the strongest and weakest sectors within the S&P 500 Index.
Great post on turn-of-the-month effects among small caps:  CXO Advisory.
Very interesting look at sector P/E ratios from Ticker Sense.
Way of the Turtle, on the development of competence.
Money supply and inflation:  Seeking Alpha.
China and the NASDAQ bubble:  Barry Ritholtz.
Forex Intraday Trading, on the value of hard stops.
Phil notes the strong Hang Seng, but also China's effort to apply the brakes.
 

Market Perspective:
Sector Money Flows:  Here are charts of Dollar Volume Flows for the eight sectors within the S&P 500 Index that I track:
Materials     Industrials     Consumer Discretionary     Consumer Staples
Energy     Health Care     Financial     Technology 

 

April 6, 2007
Global and Domestic Links:
What works in performance coaching:  TraderFeed.
Especulacion on tracking the large traders (original Spanish language post.)
Interested in joining a prop firm?  Trader's Narrative has a very complete list.
Another lazy portfolio from Charles Kirk.
Trader Mike on the overbought market, with mixed performance relative to the Feb. gap. 
Win a free (and excellent) signed book from Abnormal Returns.
Trader's Quest on short selling (German language; Babel Fish translation page); see also gap trading ideas.
Nice use of blogging for performance review:  The Chart Strategist.
Alpha Investors looking for a dollar abyss.
Godmode Trader tracks the tops and flops in Germany, as well as world bourses.
Challenges facing traders:  Trade Ideas.
 

Market Perspective:
Tracking Internal Strength:  Thursday gave us higher prices in ES, but new 20 day highs have stalled, hitting 1479.  That's up from Wednesday's 1355, but down from Tuesday's 1669.  Similarly, Demand closed at 60; Supply at 41.  That's also stronger than Wednesday's level, but well below Tuesday's peak (Demand = 138; Supply = 30).  Five day rises with waning momentum and strength are particularly susceptible to subnormal returns over the following week.  I'll be taking a closer look at that in a future post.
 

 

April 5, 2007
Ideas:
What happens in the market after a surge of new highs and after a surge of new lows:  TraderFeed.
Top creditors to New Century:  Barry Ritholtz.
Global returns are mapped out by Ticker Sense.
Mish, on capital spending and why Bernanke is wrong.
24/7 Wall St. on wealth destruction in the chip sector.
How food price inflation might affect ETFs: Tom Lydon and Seeking Alpha.
 

Links:
A herd of links from The Kirk Report, including how to find the sectors that will perform best for the year.
Recent links from Trader Mike, including how learning requires failure.
Wednesday links from James Altucher, including how the auto stocks are faring.
 

Trading:
Michelle B. and Trader Mike illustrate a capitulation trade.
Chris Perruna takes a look at the ratio of new highs/new lows.
Big leverage can contribute to trader fears; some nice observations from Forex Intraday Trading.
John Carter and Hubert Senters on trading the NYSE TICK, posted to Mr. Swing.  See also commentary from Dave Landry.
 

Market Perspective:
Market and Sector Strength:  As of Wednesday, we have over 66% of S&P 500 stocks trading above their 50-day moving averages and about 61% of the S&P 600 small caps.  Among all NYSE stocks, about 69% are trading above that benchmark.  A great feature of Decision Point is breaking down by sector the percentage of stocks trading above their moving averages.  Using that 50-day level, here are percentages for the S&P sectors:  Consumer Discretionary, 52%; Consumer Staples, 73%; Energy, 97%; Financial, 44%; Health Care, 81%; Industrial, 67%; Materials, 82%; and Technology, 65%.  Housing has hurt the financials and the Middle East tensions have supported energy.  Defensive, value sectors continue to reign. 

 

Market Synthesis:  

ES Pivot Points for Thursday:  

Pivot Level:  1447.50;  R1:  1450.75;   R2:  1453.25;   S1:  1445.00;   S2:  1441.75
We closed above the day's volume-weighted average of 1447.25 in the ES futures, continuing the short-term uptrend.  Buying once again was evident in the broad market, with the Adjusted TICK ending at +327.  We also saw net buying interest in the large caps, with the Institutional Composite finishing at +200.  Demand fell to 48; Supply rose to 63.  New 20 day highs fell to 1355; new 20 day lows also dropped to 306.  Among the large cap stocks in my basket, 14 ended in intermediate-term uptrends and 3 in downtrends, raising Institutional Momentum to +520.  We have a long holiday weekend coming up, so I wouldn't be surprised to see a continuation of the Wednesday afternoon slow, range bound action on Thursday, especially as we get later in the day.
 

April 4, 2007
Ideas:
Here's TraderFeed's first blog linkfest on how to trade.
The falling Yen carried Tuesday's market higher.  Many thanks to Jesus Perez and Especulacion for translating this into Spanish.
A Dash of Insight questions bears' assumptions about economic growth.
The housing roller coaster.  Literally.
Yaser Anwar on margin debt and what it means.
Wisdom of the crowds from Value Investor India.
First quarter global returns from Ticker Sense.
 

Links:
Tuesday blog watch from James Altucher, including stocks of companies seeking a cure for autism.
Adam Warner's links at Minyanville, including views on protectionism.
Links to make you smarter from Stock Trading 101.
 

Trading:
The Kirk Report on trading to win.
Expectations for the market are modest:  Daily Options Report.
Head and shoulders pattern in Euro/Dollar: The Big Picture.
Using volume in trading:  free seminar from Market Delta and CME.  See also this integration of Market Delta and Market Profile.
Random Roger on the performance of the lazy portfolios.
 

Market Perspective:
Are We Stronger or Weaker Redux:  I mentioned yesterday that I like to look at whether the current day is stronger or weaker than the one previous when framing trade ideas for the upcoming session.  I also like to see if we're stronger or weaker on a multi-day basis.  Those are the moves that tend to persist in the short-run.  I notice, for instance, that Demand (index of number of stocks closing above their volatility envelopes surrounding their short- and medium-term moving averages) swelled to 138; Demand fell to 30.  It's not unusual to get such strong readings after an upside breakout from a several day range.  What that means, however, is that it frequently makes sense, not only to hold positions to the close after a breakout, but to consider holding a piece over a swing trading period.  I'll follow this up with an analysis of how often we trade higher following an upside breakout in Demand.  It's one condition in which it can be worthwhile, even for the shorter-term trader, to look at longer-range price targets and attempt to catch a larger move.
  

Market Synthesis:  

ES Pivot Points for Wednesday:  

Pivot Level:  1445.75;  R1:  1451.75;   R2:  1456.75;   S1:  1440.75;   S2:  1434.75
We closed above the day's volume-weighted average of 1445.75 in the ES futures, setting up a short-term uptrend.  Buying dominated the broad market, with the Adjusted TICK ending at +382, its third consecutive solidly positive reading.  We had greater buying/selling balance in the broad market, with the Institutional Composite at -29.  Demand rose strongly to 138; Supply fell to 30.  New 20 day highs soared to 1669; new 20 day lows fell to 375.  Institutional Momentum jumped to +360, as we now have 12 stocks from my basket trading in intermediate-term uptrends and 5 in downtrends.  Normal expectations following strength is to at least test the previous day's highs.  As long as we get day over day highs and an expansion in the number of stocks registering fresh 20 day highs, the trend remains up and buying dips is the operative strategy. 

 

April 3, 2007
Ideas:
TraderFeed's first hand look at a very successful trader. 
Leveraged ETFs and value destruction:  Seeking Alpha.
Housing slowdown reverberating across the economy:  The Big Picture.
Adam Warner finds a very popular buy-write fund.
Yaser Anwar on copper and Chile.
Curtis Faith on outcome bias.
 

Links:
My collection of trading technique articles.  Tuesday I will post a linkfest of how-to articles from across the financial blogosphere.
Lots of links from Charles Kirk, including a look at protectionism.
Monday links from Abnormal Returns, including a look at differences among ETF families.
Monday's blog watch from James Altucher, including analysis of the week ahead.
 

Trading:
Here's how I approached the morning trade.
Trader Mike identifies a range and looks for an eventual breakout.
Thanks to The Kirk Report for pointing out this trading resource.
Many thanks to NASDAQ Follies for making the NYSE TICK articles available in French language.  See also the BOB setup from that site.  
Chris Perruna on buying strength.
 

Market Perspective:
Are We Stronger or Weaker?:  The first question I ask when I analyze the previous market day and prepare for the next one is whether we are gaining or losing strength.  There are several ways to measure this.  One major way is through momentum, which I measure with the Demand and Supply indicators.  These are indices of the relative number of stocks trading above the volatility envelopes surrounding their short- and medium-term moving averages.  On Friday, Demand was 80 and Supply was 53.  After Monday's action, Demand fell to 66 and Supply rose to 56.  What that tells us is that we were losing upside momentum on the day during a day that was already in a neutral trending mode.  Knowing that enables me to frame the relevant ranges for Tuesday's trade, which would be Monday's high and low, along with the relevant pivot targets (see below).  Note that we also have a late Monday afternoon range in ES which extends from the low of 1428.50 to the high of 1436.  Using the day's close along with that late afternoon range, we can arrive at a second, closer set of pivot targets.  These,  combined with the overnight range info, provide us with the breakout levels and targets we need for early AM trade.  My post re: the Monday AM trade illustrates how to use those ranges and levels in the morning market.  The basic strategy for range bound trade is to wait for buying or selling to dry up as we move away from the pivot, value area and then fade the move for a return toward the day's average price.  

  

Market Synthesis:  

ES Pivot Points for Tuesday:  

Pivot Level:  1431.75;  R1:  1437.75;   R2:  1442.00;   S1:  1427.50;   S2:  1421.50
We closed above the day's volume-weighted average of 1431.25 in the ES futures, continuing the multi-day neutral trending mode.  We again saw net buying interest in the broad market, with the Adjusted TICK at +340.  There was more of a balance between buying and selling among large caps, with the Institutional Composite ending at +66.  Demand fell to 66; Supply rose to 56.  New 20 day highs rose to 1080; new 20 day lows also rose to 475.  Institutional Momentum rose to -320, with 5 large cap stocks from my basket trading in intermediate-term uptrends and 12 in downtrends.  I am not impressed with the market's ability to sustain the upside, despite the recent bounces from stiff declines.  I've recently been a buyer on weakness, but if we cannot sustain a rise above Monday's highs and expand the number of stocks making fresh 20 day highs, I will be moving to the short side. 

 

April 2, 2007
Monday Reading:
I went through all 719 TraderFeed posts in the archives and pulled the ones that I felt were most relevant in teaching trading techniques and principles.  
Here's a different take on breakout trading; see also the recent Trader Performance post.
Every weekend NYSE Scalper finds a great collection of practical trading posts.
Many thanks to Value Blog Review for the review of TraderFeed.  Also see the large number of book reviews and resource reviews on the site.  Great resource.
Kagi chart basics from Investopedia.  Lots of articles on the site, from trading to personal finance.
Huge April linkfest from Barry Ritholtz, including a look at the science of happiness.
 

Market Perspective:
Double Divergence:  The last two trading sessions of last week, we had lower lows each day relative to the one previous.  Interestingly, however, 20-day new highs expanded each of those days and 20-day new lows decreased.  Moreover, we saw an expansion of stocks with significant upside momentum both days (Demand) and a decline in the number of stocks with significant downside momentum (Supply).  This is one reason, despite geopolitical uncertainties in the Middle East and fresh trade tensions with China, that I am leaning long early in the week.  Should tensions with Iran abate with a resolution of the situation with the captured British sailors, we could see risk premiums coming out of energy and quite a rally in stocks.  Of course, an escalation of the conflict would have opposite results.  So far, at least, the broad market is showing more strength than is apparent from the large caps.  While 24 of the 40 stocks in my S&P basket made day-over-day lows on Friday, we did not see new lows in the NASDAQ 100 or Russell 2000 indices. 

 

Market Synthesis:  

ES Pivot Points for Monday:  

Pivot Level:  1429.75;  R1:  1441.75;   R2:  1451.50;   S1:  1420.00;   S2:  1408.00
We closed above the day's volume-weighted average of 1430.50 in the ES futures, continuing the neutral short-term trend.  Indeed, the VWAP has remained essentially unchanged over the past three trading sessions, despite some intraday volatility.  We saw net buying in the broad market for the first time in four sessions, with the Adjusted TICK ending at +243.  Selling was more evident among the large caps (see note above), with the Institutional Composite finishing at -101.  Demand expanded to 80; Supply dipped to 53.  New 20 day highs rose to 987; new 20 day lows dropped to 381.  Institutional Momentum weakened once again, reflecting the relative weakness in those large caps.  It finished at -620, with 4 stocks ending in uptrends and 13 in downtrends.  My leaning is to be a buyer of weakness that holds above the Friday lows.  Moves to the Friday extremes that do not expand new highs or lows will be candidates for reversals back to the average price. 

 

April 1, 2007
More Weekend Reading:
Here's a review of Curtis Faith's "Way of the Turtle".  Excellent book on many levels.
I've begun a series of TraderFeed articles on Trading Principles:  Here's a post on efficiency.
Yet another fine post from Michelle B. and Trader Mike re: the role of time in trading.
The Trader Performance page, with a different way to conceptualize trades.
What markets teach us about ourselves and life.
Markets in Profile offers some excellent articles on self-development and markets, as well as an educational bulletin re: trading with Market Profile.
Fixed income trading vehicles:  Abnormal Returns.
Here's a site that computes pivot targets for you based on the prior bar's data.
Terry Laundry is looking for market strength into November.
 

Market Perspective:
Yield Curve Perspectives:  Here's a great overview of what various shapes of yield curve have meant historically.  This is also a great resource:  click on any segment of the S&P chart and you can see what the yield curve was doing at the time.  If you slide your cursor along the S&P chart, you can see how the curve has flattened and inverted.  Here's how the curve has evolved over the last month; note some dip in short rates, flattening the curve, even as it's still inverted.  Here's an old, but relevant article on the forecasting value of the curve.  Here's an updated article on what the curve tells us.  Valuable information for the big picture.  
