May 31, 2006
Market Ideas:
TraderFeed examines what happens when there is a high level of risk aversion in the marketplace.
Here is the Trading Markets article on following market correlations.
Abnormal Returns offers a wealth of perspectives on the bond market and emerging markets.
CXO Advisory summarizes research on corporate financing and stock returns.
Bill Cara offers thoughts on the conspiracy of the few to screw the majority.
Quick: Which company is making a huge bet to position itself as the biggest player in the nuclear industry?
Provocative thoughts on the erosion of American dominance of the energy markets.
 

Market Context:
It's not just that volatility in the market has increased, as measured by VIX.  The volatility of VIX itself has increased, as we're seeing rapid swings of sentiment, with premium coming into, out of, and back into options.  This will be worth a statistical look for what it means for future market performance.

 

Market Summary:
Tuesday's market opened down and ground steadily lower on the heels of higher oil prices, dollar concerns, and continued emerging markets worries.  We closed below the day's average price of ES 1269.5, shifting us to a bearish short-term trend.  The Power Measure dramatically illustrates this shift, as it stayed sharply negative through the session.  The Adjusted TICK ended at -494; the Institutional Composite was -104.  Neither of these were as weak as I would have expected, keeping me open-minded regarding the outcome of any tests of last week's lows.  To be sure, momentum was on the side of the bears, with Demand dropping to 42; Supply rising to 125.  New 20 and 65 day highs dropped to 309 and 129; new 20 and 65 day lows rose to 790 and 435.  Among stocks in my large cap basket, 5 are trading in uptrends; 12 in downtrends, for an Institutional Momentum score of -380.  We moved sharply back into last week's range on significant volatility.  As long as we see day-over-day lows and an expanding list of stocks registering new lows, the short-term trend is down.  Note, however, that we are not--at this juncture--seeing anything like the 2000+ new 20-day lows that we registered earlier this month.

 

May 30, 2006
Market Ideas:
TraderFeed finds a bit of Enron in Asia...and emerging markets in flux.
Barry Ritholtz offers a perspective on market valuation...and a massive linkfest.
John Mauldin shares a look at the break point in Iraq from Stratfor's George Friedman.
Alpha Trends offers video tutorials on technical indicators and stock ideas.
 

Market Context:
Corn has risen to multi-month highs in the face of dry, hot midwestern weather, and, for the first time, the U.S. is using more corn to produce ethanol than to export as food.  The combination of the two is driving up prices for livestock, and it is raising corn prices for farmers.  With sugar and corn--essential to ethanol--in such demand, farmers are foregoing other crops, which promises price hikes among those as well.  The continuing demand for ethanol, fueled by high oil prices, has attracted some savvy investors and doesn't look likely to dry up anytime soon.  The impact on inflation--and therefore on Fed policy and interest rates--looks to be an important theme going forward.
Nationalism continues apace, as a Russian minister calls for reviews of oil production sharing agreements and a private equity firm rues a "hostile" environment for investment in South Korea.  Bolivia is talking about nationalization of all natural resources, and Peru seems close behind.  Hard to believe that this won't put a chill on exploration and development, further tightening supplies and creating higher prices.
 

Market Summary:
Friday's market continued its rebound from the week's lows, with strong buying in the broad market.  We closed above the day's average price of ES 1279, continuing the short-term uptrend.  For the second straight day, the Power Measure stayed positive throughout the trading session, an unusual sign of buying persistence.  The Adjusted TICK ended at at strong +582, and the Institutional Composite finished at +117.  New short-term lows continued to wane, and were outnumbered by short-term highs among large caps.  Among large caps in my basket, 6 finished in uptrends, 11 in downtrends, for an Institutional Momentum score of -80.  Demand rose to 106; Supply was 19.  New 20 and 65 day highs rose to 394 and 196; new 20 and 65 day lows continued their rapid descent to 378 and 233.  We continue to make higher highs day over day with an expansion of stocks making short-term new highs.  As long as this remains the case, the short-term uptrend remains intact.

 

May 29, 2006
Market Ideas:
TraderFeed looks at what happens when emerging markets are submerging--and how speculative traders lead the market, but in reverse.
Here's the article on the greatest emotional problem facing traders.
Abnormal Returns offers a Sunday linkfest, including a great insight about self-help psychology and the advisory industry for traders.
The Big Picture offers wise rules of trading. 
More links from Trader Mike, including an eye-opening look at the Saudi market crash.
I enjoy the interviews on the Stock Tickr site; the latest with Declan Fallond, who discusses his stockpicking.
Interesting view of emerging markets as the new tech.
 

Market Context:
One of the following markets has not at least tripled since 2003 and is below its 2001 peak:  Brazil, Shanghai, Russia, India, Turkey.  The answer?
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Could interest in China be overblown?  Might high raw material prices hurt Chinese manufacturers and worsen the non-performing loan situation?  Might it be precipitous to buy into the IPO of a major bank that has no central computer system?  Just wondering...
 

May 28, 2006
Market Ideas:
TraderFeed begins an examination of what it means when sectors move in unison vs. independently.
The Trader Performance blog looks more closely into the sector theme and its implications for broad trading strategy.
Interesting market commentary on the Traders Narrative blog, including a post on the new gold mining ETF.  This week's Barron's has a very nice piece that questions the outlook for gold miners, given the nationalization of hard assets that is sweeping the world.
The effect of Japan's monetary policy on recent markets; a thoughtful piece from Jim Jubak.
John Mauldin, with some provocative thoughts on inflation and deflation--and the prospect for both.
I find Mark Boucher consistently enlightening with respect to global perspectives.
It's very rare that traders understand the role and value of qualitative research.  Here's a post on the value of scenarios and signposts from Trade Ideas; qual research can be thought of as a systematic way of building scenarios, while quant research tests those scenarios.
 

Market Context:
I'm currently investigating if the patterns I'm seeing in the sector data across a five to ten day horizon might also apply to intraday trading.  The gist of the multiday trading is that outcomes are significantly more bullish when sectors are moving in unison.  
To illustrate this, I divided the 807 trading days since March, 2003 in half simply based upon the intercorrelations among seven key market sectors.  (See the TraderFeed article for details).  When the sectors are strongly correlated, the next five days in SPY average a gain of .44% (251 up, 152 down).  When the sectors are weakly correlated, the next five days in SPY average a gain of only .12% (214 up, 190 down).    
Here is a recent intraday picture of sector intercorrelations vs. SPY.  When the market was making its peak, the sectors were very weakly correlated; at the market bottom and during the early bounce, the correlations were very strong.  This will be a measure I refine and add to the Weblog.
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May 27, 2006
Market Ideas:
TraderFeed examines returns when markets rise and fall, but options traders are not playing along.
Here is the Trading Markets article on overconfidence in trading.
CXO Advisory offers one of the best syntheses of calendar effects in the markets I have seen, including a creative flow chart of findings.
Rigorous analysis can help us avoid using arbitrary algorithms in making trading decisions; nice link between sports and trading from the Abnormal Returns blog.
James Altucher finds interesting perspectives on the Web, including an analysis of why the banking business is so good.
Bill Cara compares his market outlook to the perspective of the crowd.
Adam Warner with good observations on the VIX vs. VXO.
Generating hypotheses is as important as testing them.  The DK Report does a fine job of monitoring a variety of market influences. 
Carl Swenlin makes the case for the new gold mining stock ETF.
 

Market Context:
I'm not convinced that the recent market decline and bounce have changed anything in the big picture: weak dollar, strong commodities, and pressure on fixed income due to an unwillingness to own dollar-denominated assets.  I continue to find the longer-term case for holding equities unconvincing.  Here's a couple perspectives on the big picture with a hat-tip to Decision Point.
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May 26, 2006
Market Ideas:
TraderFeed describes finding solutions to trading problems.
Friday's scheduled Trading Markets article will take another look at overconfidence--and how I try to avoid the pitfalls.
I like how Brian Shannon has integrated the use of video on his Alpha Trends trading blog covering the Naz.
John Mauldin offers insights from Stephen Roach re: global imbalances and where they stand at present.  I like the points re: the effect of a weak dollar on developing Asian nations.
Barry Ritholtz compares the recent weakness to the 1987 debacle--and finds the comparison wanting.
Aditya Kumar Singh offers worthwhile Successful Investing rules and insights on the heels of the Sensex volatility.
We're all hedge funds now: More great links from Trader Mike, including one on an interesting development: leveraged exchange-traded funds.
Interesting: metals and materials stocks are showing relative strength in Charles Kirk's screen.
Market Context:
Below are the ES contract prices and volumes since March.  Notice how we've expanded both volume and volatility during the recent decline, suggesting that *who* is in the market has changed.  Knowing who those larger players are (fast money hedge funds/money managers; longer time-frame global/macro participants) and how they trade is key to benefiting from the volatility.  Intermarket relationships that are relatively unimportant in slow markets dominated by locals become crucial in markets with greater institutional participation.  Notice, for instance, how firmness and stabilization in commodities are now bringing market strength, whereas earlier they were associated with equity weakness.    
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Market Summary:
Thursday's market traded steadily higher through the day, finishing above the day's average price of ES 1269.5 and starting a short-term uptrend.  Buying was strong in the broad market, with the Adjusted TICK at +652.  Buying was modest in the large caps, with the Institutional Composite ending at +55.  The Power Measure was positive through the day, indicating persistent price strength.  We're also seeing solid buying momentum.  Demand soared to 100; Supply dropped to 16--a clear expansion of upside momentum.  New 20 and 65 day highs rose to 298 and 127; new 20 and 65 day lows dropped to 587 and 343.  Within my basket of large caps, 5 stocks were trading in uptrends; 12 in downtrends, for an Institutional Momentum score of -280.  We moved briskly through the recent trading range; as long as we see day-over-day price highs and an expansion of new highs, the short-term trend remains bullish.

 

May 24, 2006
This is an abbreviated entry, as I return from my road trip late Wednesday night.  I'll post briefly then and then return to regular Weblog posts on Thursday.  Sorry for any inconvenience.
TraderFeed
Tuesday gave us a bounce, but retraced all of it--and then some--by day's end, continuing the short-term downtrend.  Demand was 51; Supply was 41.  New 20 and 65 day highs rose to 247 and 107; new 20 and 65 day lows dropped to 1106 and 665.  We had 3 new 52-week highs among the S&P 500 stocks; 10 new lows.  Interestingly, however, although this represents a decrease in new lows, we're not seeing any upsurge in momentum--and we're still seeing net downside momentum.  For instance, here's the readings on the number of stocks trading above and below the envelopes surrounding their 50-day moving averages:
5/18:  86 above; 232 below
5/19:  188 above; 153 below
5/22:  104 above; 283 below
5/23:  141 above; 193 below
It's the absence of buying--and positive momentum--at these lows that has me concerned about the market.  I'm just not seeing big demand for stocks, even after the recent drop.  Which tells me we might have to probe lower levels of value to attract buyers...
Here's the chart of intraday participation, monitoring the proportion of advances and declines on a one-minute basis.  Very helpful in spotting markets with broad and weak participation.
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May 22, 2006
Heading out on the road once again; next Weblog update Tuesday night.
Market Ideas:
TraderFeed explains why the market is rigged against human nature.
The Trader Performance page begins consideration of what a comprehensive performance program might look like.
The recent article on Relative Range has been posted to the Articles page.
Barry Ritholtz offers a wealth of links and a skeptical link at media that was bullish at the market peak.
 

Market Context:
Two pictures worth a thousand words, thanks to the tracking of Decision Point:
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Value has been trouncing growth leading up to the recent decline, a key dynamic in the recent equity weakness.  
 

Market Summary:
Friday's market began the day higher, dipped lower, and finally closed with a gain on the day.  (Interesting TraderFeed note: We've had 55 days since March, 2003 in which we've had lower highs and lower lows, but a higher close.  Returns have been favorable for bulls two days out).  This places us in a neutral trending mode, as we closed above the day's average price of ES 1267.  The Adjusted TICK ended at +258; the Institutional Composite finished at -84.  The Power Measure closed in negative territory, as late market strength did not match the earlier market momentum.  Demand was 49; Supply was 39.  New 20 and 65 day highs were 227 and 93; new 20 and 65 day lows rose ominously to 2357 and 1146.  Among my basket of large caps, we're also seeing more new lows.  Three were trading in uptrends on Friday; 13 in downtrends and 1 neutral, for a weak Institutional Momentum score of -760.  Bottom line?  We're quite oversold, but continue to make new lows and continue to see weakness in many issues.  If we do not get a meaningful bounce early this week, I would expect another (potentially painful) leg down.

 

May 21, 2006
Market Ideas:
TraderFeed looks at when we can expect hot days in the market.
Here's my recent Trading Markets article that examines large drops on large relative ranges. 
Jon Markman offers great perspective from his source, Mr. P.
Victor Niederhoffer posts on three common market fallacies.
Thought-provoking links at Abnormal Returns, including one on the increase of risk-taking at investment banks and an absolutely great article from CXO Advisory on how the frequency of checking profitability lowers performance.
Trader Mike also offers several interesting links, including a worthwhile article on the role of derivatives trading in the recent decline.
I heartily recommend Charles Kirk's site, not least of all for the straightforward Q & A section and his daily trading diary.  This gem is from the Q&A:
Question:  How does a small fish like me start to trade? I have no portfolio but could gather up $3-$5k to start one. My trading history is laughable. I did some small stuff a few years ago but nothing to write home about. 

Kirk answers:  A small fish must first learn how to swim. That means to take time to learn everything you can about the market (books, websites, etc.) over the coming year while you put money away for your portfolio. Before you trade, you must also be in tip-top shape financially so if you're not, that should be your top priority while you learn and increase your skills. Over time, while your capital builds along with your knowledge, you'll be able to trade for a living if that is your end goal. But, trading is just like any career - you can't start at the top but have to work your way up from the bottom.
 

Market Context:
We got the market bounce I expected on Friday, but not the kind that inspires a great deal of bullish confidence.  Demand only rose to 49 from 42; Supply also rose slightly from 37 to 39.  So there was no broad upside momentum to the market, reflecting the fact that much of the rise occurred in the overnight market.  More of concern, new 65 day lows across the three exchanges rose to 1146, perilously close to the recent peak.  We should be seeing stocks bounce vigorously off their lows if longer timeframe traders are perceiving value, and so far that isn't happening.
Hard to believe this perspective from the Barchart site: commodities are below January levels.  Worldwide economic slowdown?  Anticipated drop in demand?  Something I'm tracking closely.
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May 18, 2006
NOTE:  I'll be on the road Thursday and Friday; next Weblog update will be Saturday.  I plan to update TraderFeed Thursday AM and Friday.
Market Ideas:
TraderFeed takes a few looks at what happens following weak market days during weak market weeks.
Investing is hard, Abnormal Returns observes, building very perceptively on observations from an earlier TraderFeed post.
For readers interested in programming ideas from TraderFeed for real-time alerts, you might check out a beta version of Trade-Ideas PRO V. 1.9.   The Trade-Ideas folks have been very open to feedback from the traders I've worked with and incorporate requested features in their new versions.  This latest version allows users to program different sounds for different alerts, so that these can work entirely in the background while visual resources are deployed elsewhere.  (Please note: I receive no compensation from vendors I mention on this site; I simply pass along my experiences when they've been positive).
Trader Eyal offers perspectives on overtrading and trading size; also check out his links on the issue of R (measuring trading risk).
I like Trader Mike's observations regarding the recent decline; his charts nicely illustrate the damage done.
 

Market Context:
The percent of S&P 500 stocks above their 50-day moving average is down to 31%.  Since 2004, we've seen great intermediate-term buying opportunities when that proportion has dipped below 20%.  Among S&P 600 small cap stocks, 29% are above their 50-day moving average.  The 20% mark has also represented excellent buying opportunities in that index since 2004.
Worth looking at going forward:  Fewer stocks across the NYSE and NASDAQ made 20 day lows today than on Monday, despite lower prices for the indices.  A lower proportion of issues were also below the volatility envelope surrounding their short-term moving averages.  The usual pattern is that momentum peaks and troughs in the market precede price peaks and troughs.
 

Market Summary:
Wednesday's market responded negatively to rising interest rates, breaking recent lows and returning us to a short-term downtrend.  We closed well below the day's average price of ES 1280.5, with persistent selling pressure.  The Adjusted TICK ended weak again at -604; the Institutional Composite finished at -153.  The Power Measure once again stayed negative through the day, consistent with a trend day to the downside.  Demand fell to 17; Supply rose to 102.  New 20 and 65 day highs fell to 204 and 110; new 20 and 65 day lows jumped to 2497 and 1182.  Among the stocks in my basket, only 3 traded in short-term uptrends; 14 in downtrends, for a very weak Institutional Momentum score of -780.  We continue to make new price lows with very negative momentum and expanded new lows.  As long as that is the case, the short-term trend remains bearish.

 

May 17, 2006
Market Ideas:
TraderFeed reflects upon self-inflicted emotional problems in trading.
Charles Kirk offers quite a few valuable perspectives, including ones concerning the market and interest rates.

Some reasons for pause in links offered by Abnormal Returns.
The Big Picture sees a resemblance between today's market and 1972-3.
Reflections from Bill Fleckenstein on speculating and investing.
 

Market Context:
It's hard to believe that stocks in the energy sector are below their mid January levels, as nicely illustrated by the Barchart site.  The nationalization of proven reserves around the world has made it more difficult for large oil companies going forward.  The real weakness, however, is in technology, which is at 2006 lows.  
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Market Summary:
Tuesday's market traded in a narrow range, sustaining the short-term neutral trend and closing a bit below the day's average price of ES 1297.5.  Buying pressure dominated again in the large caps, with the Institutional Composite at +259.  The Adjusted TICK ended at +116.  The Power Measure closed quite negative, reflecting late weakness.  Demand rose to 61; Supply fell to 33.  New 20 and 65 day highs dipped slightly to 287 and 169; new 20 and 65 day lows dropped to 1218 and 597.  Among my basket of large caps, 7 traded in uptrends, 10 in downtrends, for an Institutional Momentum score of -160.  We remain in a range following last week's drop and need to make new day-over-day price highs with an expansion in the number of stocks registering new highs to regain a bullish trend.  Absent that, I expect to be testing the recent lows.

 

May 16, 2006
Market Ideas:
TraderFeed looks at changing market regimes in the VIX.  Tuesday AM, I will post a blog entry on the relationship between VIX and the equity put/call ratio.
Here's the Trading Markets article on relative price and its implications.
Bill Cara offers some worthwhile teaching on the recent downmove in commodities.  The Libertarian bent of his blog is refreshing, as is the educational focus.
Talk about educational offerings, Trevor Harnett illustrates the use of Market Delta in reading shifts in supply and demand.
Barry Ritholtz sees a shift in the equation between the S&P 500 and the 10-year yield.
Very interesting private equity perspectives at the Abnormal Returns blog.
John Mauldin offers insights from Stephen Roach on the commodity bubble and what it might mean for the dollar.
Thanks to Dean Parisian for pointing out this Carl Swenlin article on the equal-weight NASDAQ ETF.
 

Market Context:
The dollar firmed Monday and commodities fell, including a sizable drop in oil.  Perhaps no question looms so large in the big scheme of things, IMHO, as whether the dollar can hold its multi-year lows.  As this chart from Decision Point indicates, these lows have held for almost 20 years.  Hard to imagine that a dollar devaluation would be well-accepted by bonds and that the inevitable rise in rates to attract capital to dollar debt would be well-accepted by stocks.
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	Date
	New Highs/Lows S&P 500 (Large Cap)
	New Highs/Lows S&P 600 (Small Cap)
	New Highs/Lows S&P 400 (Mid Cap)

	 
	 
	 
	 

	5/15/06
	3/17
	3/16
	3/11

	5/12/06
	4/13
	2/15
	1/11

	5/11/06
	36/8
	24/11
	21/6

	5/10/06
	40/4
	40/7
	20/5

	5/9/06
	41/5
	51/3
	32/3

	5/8/06
	60/4
	39/1
	35/0

	5/5/06
	74/3
	80/1
	46/1


 

Market Summary:
Monday's market moved to further lows before steadying in the afternoon.  We closed above the day's average price of ES 1294, initiating a neutral short-term trend.  The Adjusted TICK closed at +9, but the Institutional Composite--showing greater buying interest among large caps--finished at +318.  The Power Measure closed positive, reflecting late strength.  Demand was 40; Supply finished at 96.  New 20 and 65 day highs ended at 295 and 172; new 20 and 65 day lows were highly elevated at 2536 and 1095.  Since late 2002, it has been common to get at least a 2 day bounce following 2000+ new 20-day lows.  Among my basket of stocks, 6 closed in uptrends, 10 in downtrends, and 1 neutral, for an Institutional Momentum score of -240.  We continued to make new lows, but rebounded smartly.  It is not at all unusual to see tests of momentum lows in the after an initial bounce; I will be watching for this closely.

 

May 15, 2006
Market Ideas:
TraderFeed examines relative spikes in the VIX and what they mean for index prices going forward.
I'll be examining the relative VIX on a longer term basis Monday AM in TraderFeed.  The Trader Performance page makes the case for a relative perspective, and my Monday Trading Markets article elaborates.
Barry Ritholtz cites his 10 Zen rules of trading in his discussion of one of my recent posts.  Check out his impressive Apprenticed Investor series: practical articles on how to be a better market participant.  
"Opportunities are made up easier than losses" - Some wisdom and informative links from Charles Kirk.
Yet more fine links from the prolific Mr. Ritholtz, including several re: behavioral finance and neuroeconomics.
From Trading Markets last week:  This article proved prescient; here's the followup.
James Altucher finds a stockpicking edge by researching companies out of the analyst limelight.
 

Market Context:
Here is the big picture, with props once again to Decision Point:
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We can view this as the value of a basket of commodities, measured in dollars, but it is equally reflective of the value of the dollar vis a vis the hard goods of this world.  It is difficult to see what will make people want to trade their hard goods for dollars in the absence of a much higher return on dollars in the form of interest rates.  And it is difficult to see how that will be good for stocks in the longer run.
Market Summary:
Friday's market continued its steady selling pressure, closing below the day's average price of ES 1301.5 and continuing the short-term downtrend.  Selling dominated both large caps and the broad market, with the Institutional Composite ending at -199 and the Adjusted TICK finishing at -685.  The persistence of the downward trend can be seen in the Power Measure, which stayed negative through the session--a very unusual occurrence.  Demand fell to 17; Supply was 176.  Again, this means that 10 times as many issues traded with significant short-term downward momentum as upward momentum.  New 20 and 65 day highs shrunk to 258 and 168; new 20 and 65 day lows soared to 1923 and 963.  The latter is the weakest reading in over two months.  Among the stocks in my large cap basket, 4 finished in uptrends, 1 neutral, and 12 in downtrends, for an Institutional Momentum score of -460.  We continue to make new lows and expand the number of stocks registering fresh lows; as long as that's the case, the downside trend remains intact and selling bounces will continue as the operative mode.

 

May 14, 2006
Market Ideas:
TraderFeed looks at what to expect after two consecutive days of broad market weakness.
The Trader Performance page takes a look at relative price and some implications.
Very thoughtful presentation of issues surrounding trade deficits offered by John Mauldin.
Stock Tickr continues its fine series with an interviews of Van Tharp.
Thanks to Trader Mike for pointing out this ETF feature.
Barry Ritholtz shares observations about false beliefs.
The QQQQ Crash System has given a signal, according to its proprietor, James Altucher.
 

Market Context:
Across the three exchanges, 1923 stocks made fresh 20-day lows on Friday.  Buying weakness following occasions in which more than 1700 stocks have made 20-day lows has been quite profitable since March, 2003.  Last occurrence:  10/11/05.
 

May 13, 2006
Market Ideas:
TraderFeed finds ten questions that go bump in the night.
This article shows the lead up to the recent decline.
Charles Kirk has more fine links and a great article on the big picture in the market and quite a trading range that might be in process.
Trader Mike with some excellent links on currency ETFs.
Abnormal Returns weighs in with thoughts re: currency ETFs and more informative links.
Barry Ritholtz has an eye-opening post on disposable personal income.
Here's an interesting blog featuring trending stocks.
 

Market Context:
The weakness continues.
	Date
	New Highs/Lows S&P 500 (Large Cap)
	New Highs/Lows S&P 600 (Small Cap)
	New Highs/Lows S&P 400 (Mid Cap)

	5/12/06
	4/13
	2/15
	1/11

	5/11/06
	36/8
	24/11
	21/6

	5/10/06
	40/4
	40/7
	20/5

	5/9/06
	41/5
	51/3
	32/3

	5/8/06
	60/4
	39/1
	35/0

	5/5/06
	74/3
	80/1
	46/1


 

May 12, 2006
Market Ideas:
TraderFeed plays with the idea of "relative movement" in the markets and what Thursday's large relative movement to the downside might hold in store.
My Friday Trading Markets article will be examining the importance of looking beneath the surface of the cap-weighted indices.
Trade Ideas has once again created a real-time screen for a TraderFeed idea.
Great blog entry from Trader Mike on the problems with the Dow as an indicator of the broad market.
The Abnormal Returns blog offers thoughtful perspectives on risk, reward, and forecasting.
 

Market Context:
The themes mentioned yesterday continue unabated.  Meanwhile, here was the lead-up to Thursday's drop, even as the Dow was making new highs.  This is 
	Date
	New 20 Day Highs
	New 20 Day Lows

	5/10/06
	963
	663

	5/9/06
	1155
	511

	5/8/06
	1328
	418

	5/5/06
	1559
	352


 

Market Summary:
Thursday's market closed sharply lower, ending below the day's average price of ES 1315.5 and entering a short-term downtrend.  Selling pressure was very strong throughout the day in response to continued dollar weakness, rising interest rates, and rising commodity prices.  The Adjusted TICK ended at a very weak -937.  The Power Measure ended weak, and it was negative through the day.  Demand dropped to 22; Supply soared to 209.  This means that, for every stock that displays significant positive momentum, there are approximately nine with significant negative momentum.  New 20 and 65 day highs dropped to 688 and 497; new 20 and 65 day lows soared to 1257 and 617.  Both are the weakest numbers we've seen since mid April.  Among the basket of large caps, 8 issues showed positive momentum, 8 negative, and 1 was neutral, for an Institutional Momentum score of -120--quite a drop, and also the lowest level since April.  We clearly broke below the recent trading range; as long as we see fresh price lows and an expansion of stocks making new lows, the short-term downtrend will be intact.

 

May 11, 2006
Market Ideas:
TraderFeed looks at the difference between *predicting* markets and *understanding* them.
Do you have psychological problems that get in the way of trading, or are faulty trading practices generating distress?  This article might aid your self assessment.  Or maybe you could take this self-evaluation.  
Later this year, this trading firm's ideas will catch on with active traders. 
Jon Markman begins a series on stockpicking for those late to the bull party.
Declan Fallond follows his stock picks, those of Jim Cramer, and the stocks from the Trade Ideas screens.
 

Market Context:
Dollar continues weak; gold strong; CRB at a new high; interest rates firm; waning new highs among stocks; Dow/large caps outperforming small/midcaps.  Nothing in the Fed news has changed our themes.
	Date
	New Highs/Lows S&P 500 (Large Cap)
	New Highs/Lows S&P 600 (Small Cap)
	New Highs/Lows S&P 400 (Mid Cap)

	5/10/06
	40/4
	40/7
	20/5

	5/9/06
	41/5
	51/3
	32/3

	5/8/06
	60/4
	39/1
	35/0

	5/5/06
	74/3
	80/1
	46/1


 

Market Summary:
Wednesday's market gyrated on the Fed news, ending close to its day's average price of ES 1326, sustaining the neutral short-term trend.  The Adjusted TICK ended at +75; the Institutional Composite finished at +207.  The Power Measure closed in negative territory, but off its lows, showing the market's modest resilience late in the day.  There are signs of weakness in the broad market, however.  Demand was 39; Supply rose to 98.  New 20 and 65 day highs fell to 963 and 634; new 20 and 65 day lows expanded to 663 and 354--much more elevated than you'd expect to see near market highs.  Among my basket of stocks, 12 finished with positive momentum; 5 with negative momentum, for an Institutional Momentum score of +400.  We continue rangebound--the average prices for the past four sessions have been 1326.5, 1329, 1328.5, and 1326--but there is weakness among small and midcap issues worth keeping an eye on.

 

May 10, 2006
Market Ideas:
TraderFeed takes a look at the lack of complacent sentiment in this market.
The Stock Trading Guy raises interesting questions about the May trading effect. 
Great post from Barry Ritholtz on how sectors behave before and after Fed days.
Sell big oil?  An excellent cover story in Business Week explains that the world consumes twice as much oil as it's discovering.  But in the 1960's, 85% of the world's oil reserves were open to international oil companies for exploration.  Today, only 16% of known reserves are open to big oil, thanks to growing nationalization.
Great quote in the Tuesday Wall St. Journal's article headlined "Holdings of U.S. Debt Become Potential Weapon":  "The irony is that the three countries in the world adding to (currency) reserves the fastest, and thus buying the most U.S. debt now, are China, Saudi Arabia, and Russia, none of them real democracies."  Close behind:  Venezuela and Iran.
John Succo, with a thoughtful piece on volatility on the Minyanville site.
 

Market Context:
New 52-week highs (below) continue tepid; gold continues strong; dollar is at a recent closing low; CRB near its highs.  T-Bonds just off their lows.
	Date
	New Highs/Lows S&P 500 (Large Cap)
	New Highs/Lows S&P 600 (Small Cap)
	New Highs/Lows S&P 400 (Mid Cap)

	5/9/06
	41/5
	51/3
	32/3

	5/8/06
	60/4
	39/1
	35/0

	5/5/06
	74/3
	80/1
	46/1


 

Market Summary:
Tuesday's market once again traded in a narrow range, and we closed near the day's average price of ES 1328.5.  That places us in a neutral trending mode.  Selling modestly dominated, with the Adjusted TICK ending at -97 and the Institutional Composite at -178.  The Power Measure closed positive, on late strength.  Demand finished at 50; Supply at 68.  New 20 and 65 day highs dropped to 1155 and 734; new 20 and 65 day lows rose to 511 and 259.  We continue to trade above the prior trading range, but need to see new price highs with an expansion of new highs to reinstate the short-term uptrend.

 

May 9, 2006
Market Ideas:
TraderFeed examines what happens after the market pauses following a bull run.
Great links from Charles Kirk, including a list of strongest stocks in weakest sectors and IBD trade ideas.
Here's my Trading Markets article about Dow strength.
John Mauldin shares food for thought from GaveKal:  "The yield curve as most people understand it does not present much information anymore. What matters instead is the international yield curve".
Market Context:
	Date
	New Highs/Lows S&P 500 (Large Cap)
	New Highs/Lows S&P 600 (Small Cap)
	New Highs/Lows S&P 400 (Mid Cap)

	 
	 
	 
	 

	5/8/06
	60/4
	39/1
	35/0

	5/5/06
	74/3
	80/1
	46/1


Market Summary:
Monday's market traded in a narrow range, perhaps waiting for the Fed.  We closed slightly below the day's average price of ES 1329, narrowly continuing the short-term uptrend.  Once again, we saw net buying, especially in the large caps.  The Institutional Composite ended at +279; the Adjusted Cumulative TICK finished at +45.  The Power Measure closed negative, showing a bit of late day weakness.  Demand fell to 53; Supply rose to 60.  New 20 and 65 day highs dipped to 1328 and 847; new 20 and 65 day lows rose to 418 and 217.  Among the large caps in my basket, 15 ended in uptrends; 2 in downtrends, continuing the Institutional Momentum score of +760.  I will be watching market strength from here to see if we can expand new highs; so far, buying pressure has continued, keeping us above the prior trading range.
 

May 8, 2006
Market Ideas:
TraderFeed looks at what happens after five consecutive up weeks in the Dow and what that means in bull and bear markets.
Monday's Trading Markets article will also focus on the recent Dow strength.
Barry Ritholtz offers a variety of links, ranging from Warren Buffett to housing to oil to inflation.  Great overview of markets and economy.
As for Warren Buffett, here's his take on commodities.
One perspective on the prospective end of the Fed's tightening cycle from Seeking Alpha.
Market Context:
The market's rise was impressive on Friday, but only the Dow is showing strength among its components relative to levels from several weeks ago.  We had 74 new 52-week highs in the S&P 500 (down from 80 two weeks prior); 80 new highs in the S&P 600 small caps (down from 100 two weeks prior).  46 new highs in the S&P 400 mid caps (down from 62 two weeks earlier).  But the Dow had 7 new highs, up from 5 two weeks ago.  The NASDAQ 100 is the laggard, with only 10 new highs.  A continuation of the rise with an expansion of new highs across the sectors would be powerful bull market evidence.  A return to the trading range that was in effect before Friday would be a sign of an aging bull.  As I emphasized in the 5/5 entry below, I have doubts about the sustainability of this bull market, but cannot short a market in which the Cumulative TICK and Institutional Composite--the best short-term measures of sentiment in the broad market and large caps that I have--keep making day over day highs.
Market Summary:
Friday's market powered higher following the jobs news, with significant buying pressure in the broad market and among large caps.  We closed above the day's average price of ES 1326.5, as the breakout move pushed us into a short-term uptrend.  The Adjusted TICK ended at a very strong +786, and the Institutional Composite was very strong at +587.  The Power Measure ended with sustained strength, and we saw a strong plurality of issues trade in short-term uptrends.  Demand soared to 117; Supply fell to 30.  New 20 and 65 day highs rose significantly to 1559 and 1043; the highest levels we've seen since 4/3.  New 20 and 65 day lows fell to 352 and 181.  Among the basket of large caps, 15 ended in uptrends; 2 in downtrends, for a very strong Institutional Momentum score of +760.  All in all, it was an impressive breakout move.  As long as we see price highs with continued expansion of new highs, the short-term bull trend is in effect and buying dips is the operative mode.

 

May 7, 2006
Market Ideas:
TraderFeed examines three trading principles, as illustrated in Friday's trade.  One of my better posts IMHO.
The Trader Performance blog discusses schemas and their relevance to trading and a few other speculations.
Three new articles have been posted to the Articles page.  Hard to believe that there are now 111 articles on the site in chronological order.  And if that's not enough, you can check out over 180 posts to TraderFeed since January and archives of my articles for Trading Markets.  I can't wait to start a TraderFeed podcast each day before the market open.  Or maybe I'll do an AM conference call for traders via Skypecasting.  
Barry Ritholtz looks at current valuations and what they mean for the longer term, drawing on insights from John Mauldin.
Trading ideas from the Stock Trading Guy; also check out the link to the review of Ari Kiev's book.  
More market stuff Sunday eve--

 

May 6, 2006
Market Ideas:
TraderFeed reviews the lack of participation in the market's recent rise.
Here's the Trading Markets article taking a look at the market big picture.
This is a nice way to visualize sector strength with the Rydex funds.
A few interesting tidbits from Decision Point: 
	[image: image14.png]



	Assets in the Rydex commodities fund have increased over tenfold just since last July.  Assets in their Government Bond fund have been cut in half during that same time.
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	The speculative public has 277.9 million invested in Rydex Energy Services fund and 134.2 million in the Rydex Energy fund.  Assets in the Precious Metal fund are 304.3 million. 


  

How times have changed! 

Market Context:
The sector themes continue to speak volumes.  The dollar hit fresh lows; interest rates touched recent highs before backing off during the day.  Meanwhile, the rise in the Dow stocks (DIA) was about double the rise in the Russell 2000 shares (IWM).  I continue to see the financial stocks as the key to the large cap puzzle, as they are the most highly weighted sector in the S&P 500 Index.  That sector has fully participated in the Dow's recent strength, pulling the S&P with it.  The NASDAQ 100 Index, meanwhile, is well below its bull market highs and never could exceed its early morning highs during the day's trade on Friday.  
 

May 5, 2006
Market Ideas:
TraderFeed examines what happens after a ten day period in which the closing price of the S&P 500 stays within a narrow range.
The Decision Point site tracks the flow of assets into and out of each of the Rydex funds on a daily basis.  Interesting that the Ursa fund, which moves opposite the stock indices, has been attracting assets since January.
I had the pleasure of meeting Steve Primo at the Options XPress Xpo on Thursday.  He described the use of the Trading Markets Power Ratings in trading systems.  Interesting research.
Jon Markman offers several stocks that are benefiting from a building boom.
Market Context:
Pretty much tells the story.  Is oil topping and dollar bottoming, or are we headed for much worse?  The equity and fixed income markets will hinge on that question.
[image: image16]
Market Summary:
Thursday's market moved higher, awaiting Friday's unemployment numbers.  We closed near the day's average price of ES 1317, sustaining the neutral short-term trend.  The Power Measure closed in positive territory, reflecting late upside momentum.  Buying strength was solid in both the broad market and among the large caps, with the Adjusted TICK at +268 and the Institutional Composite at +353.  Note that both of these measures have been strong, even as the ES has stalled over the past ten sessions.  That is one factor keeping me from being short this market, despite the concerns I've documented in recent posts.  I've learned that, when traders are lifting offers in size, it doesn't pay to fly in the face of that.  Among large caps, we continue to see positive short-term momentum, with 13 issues in the basket showing bullish momentum and 4 bearish, for an Institutional Momentum reading of +480.  Demand rose to 95; Supply was 45.  New 20 and 65 day highs expanded to 1108 and 738; new 20 and 65 day lows dropped to 535 and 294.  We continue to move in an intermediate-term range, with Friday's numbers the immediate stimulus to possibly break us out.

 

May 4, 2006
Market Ideas:
TraderFeed finds disturbing shifts beneath the market's surface.
So many great trading resources on the Web:
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	Charles Kirk consistently comes up with informative links to a variety of market-related resources and news items.  He might have outdone himself on Wednesday, however.
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	Trader Mike keeps a comprehensive blogroll that notes all fresh updates.  His "recent links" feature has some well-selected perspectives.
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	The Stock Blogs site is a nicely organized set of trading blogs.
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	Loads of trading ideas on the Seeking Alpha site.


Kevin Haggerty seems to be focusing on the same market concerns as I am.
I like how CXO Advisory Group grades the gurus.  Also see their study of calendar effects in the market.  Great, great website.
Market Context:
What would happen if China stopped growing?  If money stopped flowing into China?  If Chinese banks stopped making loans?  I suppose they would no longer buy up American debt, and that could fuel further interest rate hikes.  I also imagine that Asian economies dependent on trade with China would feel the effects of slowdown.
Why the concern?  Just some thoughts after reading the front page of the Financial Times and seeing that non-performing loans in China's financial system could be as high as $900 billion, exceeding the country's total foreign exchange reserves.  A second report indicates that bad loans continue to be added to the system.  Here's a related story.  
Still, the market is voting its optimism.  The Shanghai and Shenzhen 300 Index is up about 40% since December. 
Market Summary:
Wednesday's market opened lower and moved to the lower end of the recent trading range before bouncing higher in the afternoon.  We closed near the day's average price of ES 1312, sustaining the neutral short-term trend.  Since 4/19, the daily average trading price for ES has varied between 1309 and 1319--quite a sustained trading range.  The Adjusted TICK ended at -97; the Institutional Composite finished at +20.  The Power Measure closed modestly positive and rising, reflecting the late strength.  Demand was 60; Supply was 69.  New 20 and 65 day highs dropped to 863 and 569; new 20 and 65 day lows also dipped to 727 and 389.  Among large caps, 13 issues finished in short-term uptrends; 4 issues in downtrends, for an Institutional Momentum reading of  +360.  We continue to oscillate in a multiday range.  I need to see an expansion of new highs or new lows accompanying any price movement to new extremes to validate a trending move.

 

May 3, 2006
Market Ideas:
TraderFeed discovers what happens when the S&P 500 Index makes five day highs, but the number of stocks making new 52-week lows remains high.
Barry Ritholtz has a blog worth perusing and a spot-on entry regarding the thinking processes of experts. 
Interesting ideas on volatility from John Forman on the Traders Log site.
You would think that oil companies are in the catbird seat with high energy prices, but the nationalization of oil properties, such as in Bolivia, can't be a good thing for the stocks.  Jim Jubak has some thoughts on the topic.
Jon Markman, meanwhile, notes the rising role of China in the energy markets and their advantage over the oil majors.
Market Context:
Following up yesterday's post and the TraderFeed entry, Tuesday's market saw 25 new 52-week highs in the S&P 500 Index, down from Monday's reading of 30.  It's similar among the S&P 600 small caps: Tuesday saw 34 new highs vs. 41 Monday.  And the S&P 400 Midcaps?  We had 25 new highs Tuesday, down from 29 Monday.  The NASDAQ 100 Index is weakest of all:  we had three new highs on Tuesday, but five new lows.  I am skeptical of this market strength as long as the rises are so selective.
Market Summary:
Tuesday's market opened higher and ground still higher through much of the day.  We closed above the day's average price of ES 1315 and re-entered the prior trading range, returning to a neutral short-term trend.  The Power Measure closed in a positive mode and buying pressure was solid on the broad market, though neutral in the large caps.  The Adjusted TICK ended at +376 and the Institutional Composite finished at -55.  Among large caps, we're seeing diminishing new highs despite recent price strength (see above).  The large caps in my basket are showing positive short-term momentum, with 15 issues bullish and 2 bearish (+600 Institutional Momentum), but this is not carrying over to the broad market.  Demand was 79; Supply was 54.  New 20 and 65 day highs fell to 930 and 617; new 20 and 65 day lows rose to 790 and 419.  We remain in an intermediate-term range; I need to see expanding new highs before chasing price highs.

 

May 2, 2006
Market Ideas:
TraderFeed examines rises in the VIX when price remains unchanged and what that means for short-term price movement.
Here's my Trading Markets article on the volatility trade and what it means for stocks.
A very complete set of financial article links are available on the Abnormal Returns blog.
John Mauldin offers interesting perspectives on volatility by Ed Easterling.
More fine links and a list of high volume gainers from The Kirk Report.
Market Context:
Despite the morning strength, only 30 S&P 500 stocks made 52-week highs today, down from 55 last week and 80 the week before that.  Only 52% of S&P 500 stocks are above their 20 day moving averages, down from nearly 70% last week.  The strength is increasingly selective as interest rates, oil prices, and a weak dollar take their toll on many sectors.
Market Summary:
Monday's market traded higher through most the day before selling off hard late in the afternoon on doubts about Fed policy.  We closed below the day's average price of ES 1316.5, setting up a short-term downtrend.  The Power Measure closed negative and falling, reflecting the late weakness.  The Adjusted TICK ended at -221; the Institutional Composite was -107.  Among large caps in the basket, 13 issues closed with bullish short-term momentum; 4 were bearish, for an Institutional Momentum reading of +360.  Demand was 77; Supply ended at 79.  New 20 and 65 day highs rose to 1059 and 675; new 20 and 65 day lows also rose to 726 and 346.  We dropped below the recent trading range; as long as we stay below that range and expand the number of stocks making new lows, we'll sustain the short-term downtrend.

 

May 1, 2006
Market Ideas:
TraderFeed looks further at what makes highly successful traders tick.
My upcoming article for Trading Markets, scheduled for Monday, will look at the market for volatility and what it means for stocks in the short run.
Very good links, including Jon Tait's interview with Thomas Bulkowski, on Dave Johnson's blog.  Dave is talking about exiting some of the positions in his swing trading.
Excellent German language site for trading books and educational programs.
John Mauldin, with sobering thoughts on U.S. dollar weakness.
Market Context:
Here's two sobering pictures, neatly captured by Decision Point:
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Market Summary:
Friday's market finished in a narrow range after an initial thrust higher.  We closed above the day's average price of ES 1317, continuing a neutral short-term trend.  While we're seeing positive buying pressure in the broad market and among large caps, new short-term highs have been waning among large caps and only a narrow plurality of issues were trading in short-term uptrends by the end of the day.  The Power Measure closed negative, but rising and has shown a bullish pattern of rising prices at successive PM lows.  In my basket of large caps, 13 issues are showing positive short-term momentum; 4 negative, with an Institutional Momentum reading of +380.  The Adjusted TICK ended at +152 and the Institutional Composite finished at +333.  Demand was 84; Supply was 54.  New 20 and 65 day highs ended at 920 and 560; new 20 and 65 day lows remain surprisingly high at 669 and 310.  We are in a short-term range and I'm concerned about stubbornly high readings of new lows, but continued buying pressure and upside momentum so far are keeping a floor underneath this market.

