May 31, 2005 

Thanks for the interest shown thus far in the Idea Exchange.  Please see the May 21/22 entry below for details.  I will close out the Exchange roster Monday evening and email details to participants shortly thereafter.  
Friday's market drifted higher, closing near its day's average price of ES 1198 and continuing the neutral trending mode of the pre-holiday trade.  Buying was strong in the broad market, with the adjusted TICK at +575, but selling dominated the large caps, with the Institutional Composite ending at -286.  There was no expansion of new highs as the day wore on, although the majority of issues did trade in short-term uptrends.  Demand was 69; Supply was 30; the Cumulative Demand/Supply Index is hovering at levels typically associated with intermediate-term highs.  New 20 and 65 day highs rose to 1266 and 384; new 20 and 65 day lows dipped to 253 and 138.  Despite this, new highs have stalled in the broad market and within my basket of stocks.  We're seeing a similar stall in Money Flow.  We have traded in a relatively narrow multiday range, with average prices over the past five days of 1194, 1193, 1190, 1197, and 1198.  Although upside momentum is waning, we need to see lower price lows, an expansion of new lows, and a surplus of Supply over Demand before concluding that the trend has shifted in favor of the bears.  

May 27, 2005 

Next Weblog entry will be Tuesday morning.  Have a great holiday weekend.  I've received a number of expressions of interest in the Idea Exchange.  See last weekend's entry for details.  I'll close out participation at the end of the day Monday and email instructions to participants shortly thereafter.  My own entry will share a specific trading method employed by professional traders in the electronic futures markets, particularly the equity indexes.
The market started higher on Thursday, eventually topping its recent peak before returning to the day's average price of ES 1197 and continuing the neutral trending mode.  There was buying in the broad market, with the adjusted TICK at +264, but selling dominated the large caps, as the Institutional Composite finished at -310.  Although the majority of issues traded in short-term uptrends through the session, this plurality did not expand as the market traded to new highs; similarly, the number of stocks registering fresh intraday highs did not rise.  We are in an oversold mode, with numerous signs of slowing upside momentum.  Demand was 84; Supply was 34.  New 20 and 65 day highs expanded to 1128 and 380; new 20 and 65 day lows fell to 323 and 192.  We are in a multi-day range, aided by slowing pre-holiday volume; that is likely to continue on Friday. 

May 26, 2005 

The market was weak for much of the day on Wednesday, though we ultimately remained in the neutral trending mode, closing near the day's average price of ES 1190.  Selling was strong throughout the session, with the adjusted TICK at -735, the Institutional Composite at -473, and a rise in intraday new lows.  Although ES prices have held up well with the recent selling, we are seeing greater weakness among small and midcap issues.  This is reflected in the plurality of stocks trading in short-term downtrends through the session.  Demand was 32; Supply was 112.  New 20 and 65 day highs fell to 691 and 230; new 20 and 65 day lows rose to 393 and 257.  We remain in a multiday range; a move to new lows that expands the number of stocks registering new lows would shift us to a downtrend. 

May 25, 2005 

Tuesday's market resumed a neutral range, closing near the day's average price of ES 1193.  Selling led buying, with the adjusted TICK at -199 and the Institutional Composite at -61.  A slight plurality of issues traded in downtrends through the day, despite higher prices late in the session.  Demand dropped to 46; Supply rose to 57.  New 20 and 65 day highs were 1028 and 360; new 20 and 65 day lows were 328 and 228.  We continue to trade in a relatively narrow range; a break out of the range which expands the number of stocks making fresh new highs/lows is needed to return to a directional mode.  

May 24, 2005
Today's entry includes a new measure called Buying/Selling Pressure.  Its applications and derivation will be the topic of my Idea Exchange article.  See the weekend blog entry for details re: the Exchange and how to participate.  
Monday's market broke to new highs, continuing the upward trend and finishing near the day's average price of ES 1194.  Buying and selling were in relative balance, with the adjusted TICK at +49 and the Institutional Composite at -171.  Although the majority of stocks traded in short-term uptrends through the day, with an expansion of intraday new highs, we saw increased selling pressure late in the session.  Demand rose to 71; Supply was 36.  New 20 and 65 day highs rose to 1530 and 488; new 20 and 65 day lows rose to 316 and 209.  Buying dips that remain above the day's average price is the strategy for Tuesday AM.

May 23, 2005
I've already heard from several people regarding willingness to participate in the Idea Exchange described in the previous blog entry.  Let me know this week if you're interested in being part of this, and I'll send out details the following week.  Thanks.
Friday's market traded in a narrow range, entering a neutral trend, and closing near its day's average price of ES 1189.  Buying and selling were pretty balanced, with the adjusted TICK at -56 and the Institutional Composite at -14.  A slight plurality of issues traded in short-term downtrends over the session, but this did not expand through the afternoon.  We also saw very few new stocks make intraday highs through the session.  Demand was 33; Supply was 49.  New 20 and 65 day highs were 961 and 301; new 20 and 65 day lows were 292 and 198.  We have hit a point of high upside momentum in the market, and we're also at a point in the Cumulative Demand/Supply Index that normally is associated with intermediate-term topping.  Interestingly, this is occurring at a lower price high and at a point where we're seeing fewer new highs vs. lows than earlier in the year.  While it is common to see further, selective upside movement following a momentum peak, the pattern of lower highs is somewhat troubling on a longer-term basis.

May 21/22, 2005
Those of you who have followed the Weblog for a while know that, some time ago, I sponsored an Ideas Exchange among readers.  The format for the Exchange was this: each participant would submit one original, practical trading idea/method to me.  As my contribution, I submitted my own original research--something I had not previously (or since) shared in writings or online.  At the end of the submission period, I posted all the ideas/methods to a special web page.  Only participants in the Exchange received the URL, and the page was taken down after a few days.  The purpose of the Exchange was to encourage mutual learning and the open sharing of ideas.  For the price of a single submission, each participant was guaranteed to receive dozens of unique contributions.  My role in the process is to serve as editor--ensuring that the submissions are truly original and worthwhile.

I am willing to host a second Ideas Exchange if there is interest.  Lengthy articles are not expected or needed; a several paragraph submission describing your trading method in sufficient detail that it can be replicated by others is sufficient.  Accompanying graphics are not required, but may be helpful.  A specific example of how your method is employed should be part of the submission.

To encourage participation, I will commit myself to writing an article about a trading approach that I currently employ--something I have never written about or shared in seminar presentations.  This approach makes use of short-term market data to assess current market sentiment and supply/demand forces.  I use variations of this idea in my current work with professional traders; I also use it as a training aid for new traders.  Distribution of this article will be strictly limited to Exchange participants.

Thanks for your interest and your willingness to consider being part of collaborative learning.  It's a great use of the online medium, and a fantastic way to meet other traders and benefit from their experience, while helping others.  Drop me a line if you'd like to get involved, and I'll announce specific guidelines and deadlines shortly.    

  
May 20, 2005
I will be presenting a program at 4:30pm on training traders for the Chicago Mercantile Exchange's College Day.  If you can't attend the program, many of the ideas will be included in an upcoming article for Stocks Futures and Options magazine.  If you can make it, be sure to introduce yourself.    

The market continued higher on Thursday after early weakness, closing above the day's average price of ES 1189 and sustaining the upward trend.  Buying was more moderate, with the adjusted TICK at +207, but the Institutional Composite at -16.  Although a plurality of stocks traded in short-term uptrends and intraday new highs led new lows, this strength waned over the day.  Demand was 63; Supply was 29.  New 20 and 65 day highs dropped to 1482 and 450; new 20 and 65 lows also dipped to 327 and 227.  Buying dips above the day's average price remains the operative strategy for the AM despite some signs of waning momentum.

May 19, 2005
The trend measures nicely picked up the strength that manifested on Tuesday, as we broke higher at the open, continued above the day's average price of ES 1185, and sustained the bullish short-term trend.  Buying was strong, with the adjusted TICK at +773 and the Institutional Composite at +227.  We saw a plurality of stocks trade in short-term uptrends through the day, making new intraday highs.  Interestingly, these figures did not strengthen in afternoon trading, a pattern that has frequently preceded consolidation in the near term.  Demand soared to 161; Supply was 17; the Cumulative Demand/Supply Index is nearing levels associated with momentum peaks in the market.  New 20 and 65 day highs also soared to 1686 and 499; new 20 and 65 day lows dropped to 379 and 265.  Once again, buying dips that remain above the day's average price is the early strategy for Thursday.

May 18, 2005
Morning selling dried up on Tuesday, giving way to a breakout rally that continued the short-term uptrend.  The market closed well above its day's average price of ES 1167, as the proportion of stocks trading in uptrends and the number of stocks making intraday highs expanded throughout the day.  Buying was strong for the second day, with the adjusted TICK at +268 and the Institutional Composite at +168.  Demand was 79; Supply was 37.  New 20 and 65 day highs rose to 842 and 229; new 20 and 65 day lows fell to 580 and 399.  We are coming off an oversold area where the market has bounced off lows three times, each time with fewer stocks making new lows.  This may help continue the rally beyond a short-term basis.  Meanwhile, buying dips that remain above the day's average price continues as the operative strategy.

May 17, 2005
The market on Monday broke above its Friday highs, closing above the day's average price of ES 1162 and shifting the short-term trend bullish.  Buying was evident in the broad market, with the adjusted TICK at +460, the Institutional Composite at +183, and the majority of stocks trading in short-term uptrends.  There was also a steady expansion of intraday new highs through the session.  Demand rose to 109; Supply was 34.  New 20 and 65 day highs fell to 641 and 210; new 20 and 65 day lows also dropped to 814 and 594.  We need to see an expansion of new highs, along with new price highs, to continue the uptrend.  Buying dips that remain above the day's average price is the strategy for Tuesday AM.

May 16, 2005
Friday's market ended below its day's average price of ES 1157, continuing the short-term downtrend.  Once again, we saw the majority of issues trading in short-term downtrends through the day.  Selling dominated, with the adjusted TICK at -441 and the Institutional Composite at -292.  Overall, we've seen greater strength among the large caps than across the broad market; still, five of the past seven days we've seen negative values for the Institutional Composite.  Demand was 46; Supply was 110.  New 20 and 65 day highs were 703 and 248; new 20 and 65 day lows rose to 1085 and 847.  Buying bounces that remain below the day's average price remains the operative trading strategy for Monday AM.

In the larger picture, we are oversold on both a short and intermediate-term basis.  We are also seeing some drying up of the number of stocks making new lows during the April-May period, both in the broad market and in my basket of stocks that mirrors the S&P 500.  Specifically I have a nagging feeling--and that's all it is--that we will look back on this April/May period as an intermediate-term period of bottoming, preceding an unexpected rally.  Whether such a rally could take us to new bull market highs, I don't pretend to crystal ball.  But such protracted bottoms tend to precede significant advances, not several day wonders.  An expansion of new 65 day lows beyond the 1168 registered on 4/27 would have me questioning my thesis.  Note that we hit a recent maximum number of new lows--1714--on April 15th.

May 14/15, 2005
I will be presenting at the Chicago Mercantile Exchange's College Day program on Friday, May 20th, and Kingstree will staff a booth at the event.  Several articles for aspiring traders are now linked on the Kingstree page.  This is a great opportunity to learn about firms in Chicago that are hiring new traders, and it's excellent exposure to the Merc and its fine education programs.

April's blog entries are linked above; other articles are linked on the Articles page.

May 13, 2005
Thursday's market failed to stay above its previous day's highs and retraced its broad range to close near its lows.  We finished below the day's average price of ES 1168, placing us in a bearish short-term trend.  Selling dominated the session in the broad market, with the adjusted TICK at -735.  There was greater buying interest in the large caps, with the Institutional Composite ending at +50.  We saw a steady increase in the proportion of issues trading in short-term downtrends through the session, underscoring the day's weakness.  Demand was 37; Supply was 111.  New 20 and 65 day highs were 765 and 242; new 20 and 65 day lows were 718 and 557.  Note that, while 65 day lows have largely exceeded 65 day highs every day since mid April, the gap between the two has been narrowing.  Selling bounces that remain below the day's average price is the morning strategy.

May 12, 2005
This will be an abbreviated entry due to data collection difficulties.  Wednesday's market broke sharply lower on fears of an aerial intrusion over Washington DC before returning to the previous day's range and closing well above our day's average price of ES 1166.5.  This returned us to a neutral trending mode, defined by the wide range between Tuesday's highs and Wednesday's lows.  We will need to see a breakout from this range, accompanied by a commensurate expansion of new highs/lows, to return to a directional trading mode.  Meanwhile, Demand was 52 and Supply was 79.  New 20 and 65 day highs dipped to 697 and 221; new 20 and 65 day lows expanded to 622 and 459.  This was the highest level of new lows in over a week--a development worth keeping an eye upon.

May 11, 2005
The market broke below its recent range, initiating a short-term downtrend and closing below its day's average price of ES 1169.50.  Selling dominated the session with the adjusted TICK ending at -314, the Institutional Composite finishing at -119, and the majority of stocks trading in short-term downtrends.  Interestingly, the proportion of stocks in such downtrends did not expand through the afternoon, which may attract early buying on Wed.  Demand fell to 39; Supply rose to 100.  New 20 and 65 day highs dropped to 838 and 223; new 20 and 65 day lows rose to 505 and 369.  Selling bounces that remain below the day's average price is the operative strategy for the AM.

May 10, 2005
The market remained in its neutral trending mode, closing above its day's average price of ES 1175.5, but failing to break out of its recent range.  The daily average prices for the past three days have been 1175.5, 1175.5, and 1174.  This consolidation should set up a meaningful breakout move.  Buying was evident in the broad market, with the adjusted TICK at +598.  We had neutral readings among the large caps, however, with the Institutional Composite at -12.  Overall, buying has been stronger of late in the broad market than among the institutional favorites.  Demand was 79; Supply was 39.  New 20 and 65 day highs rose to 1033 and 315; new 20 and 65 day lows also rose to 441 and 297.  As mentioned yesterday, we need to see a breakout of Thursday's highs or lows, accompanied by a commensurate expansion in the number of stocks making new highs/lows, to establish a short-term directional trend.

May 9, 2005
The market stayed within its recent trading range on Friday, continuing the neutral mode.  We closed below the day's average price of ES 1175.5; the measure of stocks making intraday highs was weak, as was the proportion of issues trading in short-term uptrends.  Selling was moderate on the day, with the adjusted TICK at -128 and the Institutional Composite at -115.  Demand was 62; Supply was 46.  Interestingly, we are seeing the start of elevated Cumulative Demand/Supply readings, and yet the number of stocks making new highs vs. lows remains quite modest, both within my basket of stocks and across the broad market.  New 20 and 65 day highs were 857 and 256; new 20 and 65 day lows were 377 and 266.  We need to see a breakout of Thursday's highs or lows, accompanied by a commensurate expansion in the number of stocks making new highs/lows, to establish a short-term directional trend.  Until then, fading moves to the range extremes is the operative strategy.

May 8, 2005
Below is a link to a research abstract re: personality variables and trading.  I am currently working on a magazine article re: the training of traders and will post that to the site once it gets into press (this summer).  An interview in Stocks and Commodities magazine is also slated for the summer.  

http://papers.nber.org/papers/W11243 

May 6, 2005
A sharp drop and bounce back resulted in the market closing near its day's average price of ES 1174, placing us in a neutral, range bound trading mode.  Stocks registering new intraday highs waned during the day and the proportion of stocks trading in uptrends was not impressive.  There was buying in the broad market, with the adjusted TICK at +176--its fifth consecutive positive reading--but we had modest selling in the large caps, with the Institutional Composite at -96.  Demand was 81; Supply was 44.  New 20 and 65 day highs rose to 1077 and 292; new 20 and 65 day lows dropped to 403 and 278.  We will need to see an expansion of new highs/new lows on any tests of the day's extremes to return us to a directional short-term mode.  Fading tests that do not result in such expansion is the operative mode.

May 5, 2005
Yesterday's blog noted that "As long as we see higher highs, a positive Demand/Supply balance, and an expanding number of new highs, the trend is up and buying dips above the day's average price is the operative strategy".  That turned out to be the case, as we decisively broke upside resistance and closed above the day's average price of ES 1171.  Buying was very strong, with the adjusted TICK at +743 and the Institutional Composite at +370.  Demand expanded to 153; Supply was 27.  We thus had more than five times the number of stocks displaying upside vs. downside momentum on an intermediate-term basis.  We also saw a plurality of stocks trading in short-term uptrends through the session.  New 20 and 65 day highs jumped to 937 and 264; new 20 and 65 day lows dipped to 522 and 376.  Once again, buying dips that remain above the day's average price remains the strategy for the AM.

May 4, 2005
Gyrations following the Fed news left the market above its daily average price of ES 1162.5, continuing the short-term uptrend.  Once again, the proportion of stocks trading in short-term uptrends waned through the day.  Also again, buying was modest: the adjusted TICK finished at +74 and the Institutional Composite ended at +212.  Demand was 66; Supply was 45.  New 20 and 65 day highs rose to 740 and 194; new 20 and 65 day lows dipped to 692 and 489.  As long as we see higher highs, a positive Demand/Supply balance, and an expanding number of new highs, the trend is up and buying dips above the day's average price is the operative strategy.

May 3, 2005
The market dipped in morning trading on Monday before regaining its highs in the afternoon.  We closed above the day's average price of ES 1161, sustaining the short-term uptrend.  Despite the afternoon rally, we could not grow the proportion of stocks trading in short-term uptrends and fewer stocks made new highs.  In the past, this has tended to yield early weakness the next trading session.  Buying was modest on the day, with the adjusted TICK at +163 and the Institutional Composite at +15.  Demand rose to 89; Supply was 28.  New 20 and 65 day highs rose to 683 and 180; new 20 and 65 day lows fell to 729 and 543.  The new 20 day high reading was the strongest in a month.  Similar strength can be seen in the Cumulative TICK Line.  Buying dips that remain above the day's average price remains the operative strategy for early trade.

May 2, 2005
We have continued to trade in a wide range, with stocks closing well above their Friday average price of ES 1149.  The average price has been caught in a 14 point range over the past nine sessions and a 5 point range over the past three sessions.  This promises to set up a significant intermediate-term trending move, but we need to see a breakout from this range--validated by an expansion of stocks making new highs/lows--to act upon such a move.  Meanwhile, on Friday, buying dominated, with the adjusted TICK ending at +214 and the Institutional Composite finishing at +379.  Although more stocks traded in short-term uptrends than downtrends, the plurality never reached its early morning highs.  Demand was 74; Supply was 40.  New 20 and 65 day highs were 597 and 128; new 20 and 65 day lows were 1518 and 1122.  While there has been a drying up of new lows both within my basket of stocks and across the broad market, we need to see an expansion of new highs to establish an uptrend.  Buying dips that remain above the day's average price is the operative strategy for early AM trading.

