June 30, 2005 

The market turned in a mixed performance on Wednesday, as a favorable oil report and declining oil prices failed to push the large cap averages higher.  We closed a bit below the day's average price of ES 1205.6, placing us in a neutral trending range.  Intraday highs waned through the session, and a fairly even proportion of stocks traded in short term uptrends vs. downtrends.  The adjusted TICK ended at -131; the Institutional Composite was -257.  Demand was 80; Supply was 45.  New 20 and 65 day highs rose to 951 and 642; new 20 and 65 day lows dipped to 457 and 160.  We saw weakness during the afternoon, but need to break outside Wednesday's range with an expansion of new highs/lows to establish a directional trend. 

June 29, 2005 

We moved higher from the open, breaking above Monday's high, closing solidly above the day's average price of ES 1203.5, and establishing a short-term uptrend.  New intraday highs dominated, as a solid plurality of stocks traded in short-term uptrends through the day.  The adjusted TICK was +425; the Institutional Composite was +442, as buying extended to all sectors.  Dips that remain above the day's average price offer opportunities to participate on the long side. 

June 28, 2005 

The market traded in a narrow range on Monday, closing near its day's average price of ES 1196 but staying within a short-term downtrend.  We failed to produce new intraday highs, as a narrow plurality of stocks traded in short-term downtrends.  The adjusted TICK was -79; the Institutional Composite was +112.  Demand was 48; Supply was 83.  New 20 and 65 day highs were 611 and 389; new 20 and 65 day lows were 1008 and 282.  We continue to make lower lows in most indexes; selling bounces that remain below the day's average price continues as our strategy. 

June 27, 2005 

The market continued its short-term downtrend on Friday, closing well below its day's average price of ES 1201.  New lows dominated on a short-term basis, with a plurality of issues trading in short-term downtrends.  We also saw an expansion of new lows on an intermediate-term basis, both in my basket of stocks and across the broad market.  Although we are oversold short- and even intermediate-term, as we can see by Money Flow and the Efficiency Index, our Cumulative Demand/Supply Index is nowhere near levels normally associated with market bottoms.  The adjusted TICK was -574--the second straight day of heavy selling in the broad market.  The Institutional Composite was much stronger at +35, suggesting that the bulk of selling pressure was in the small and midcap sectors.  Demand was 45; Supply was 143.  New 20 and 65 day highs dropped to 664 and 402; new 20 and 65 day lows rose to 1057 and 276.  This breakout from our previous range continues to make lower lows, while expanding the number of stocks registering fresh short-term lows.  As long as this remains the case, selling bounces that stay under the day's average price is the operative strategy. 

June 26, 2005 

What do Jorge Luis Borges, Colin Wilson, H. P. Lovecraft, Sigmund Freud, G. I. Gurdjieff, Isaac Bashevis Singer, and Aleister Crowley share in common with short-term trading, the philosophy of science, the reading of psychology from market order flow, the process of psychotherapy, and micropsychology?  All of them are in the new book I'm writing--and that's just the introduction!   

My first book covered the psychology of traders; now it's time to look at the psychology of the market itself.  And that means focusing on specific trading strategies that capture shifts in the market psychology using fresh data and ways of assembling and displaying those data.  This project is so important to me, I've stepped down to a part-time role at work to make time for the writing.  To Weblog readers who have provided support and inspiration:  I hope to make the book a worthy expression of my appreciation. 

Thanks also to all who participated in the Idea Exchange; my article to you will come shortly, and it will give a nice preview of the book.   

June 24, 2005 

The market broke sharply below its multiday range, closing well below its day's average price of ES 1214 and establishing a short-term downtrend.  We saw significant selling in the broad market and in the large cap sectors, with a lopsided plurality of issues trading in short-term downtrends.  The adjusted TICK finished at -605; the Institutional Composite was -703.  Demand dropped to 28; Supply soared to 145.  New 20 and 65 day highs fell to 936 and 582; new 20 and 65 day lows expanded to 631 and 195.  We have broken out of an extended range; such breakouts rarely terminate after a several hour move, which should allow us opportunities to short bounces that remain below the day's average price. 

June 23, 2005 

The market stayed in its neutral range on Wednesday, closing just above its day's average price of 1219.5.  We once again saw a relatively even proportion of issues trading in short-term uptrends vs. downtrends, with few issues registering new highs or lows on an intraday basis.  The adjusted TICK was +144; the Institutional Composite was -31.  Demand rose to 60; Supply dipped to 55.  New 20 and 65 day highs rose to 1096 and 648; new 20 and 65 day lows also rose to 401 and 146.  We continue in a multi-day range with low volume; fading the edges of this range continues as the preferred strategy. 

June 22, 2005 

Tuesday's market remained rangebound, trapped between the prior day's highs and lows, and keeping us in a neutral trending mode with ES 1219 as our day's average price.  The average price for the past three trading sessions has been 1221, 1219, and 1219, as the trade has turned quite non-volatile.  Tuesday saw a relatively even proportion of issues trading in short-term uptrends and downtrends and no distinct buying/selling tendencies.  The adjusted TICK finished at -74; the Institutional Composite ended at -110.  Demand rose to 49; Supply dipped to 63.  New 20 and 65 day highs fell to 1017 and 591, but new 20 and 65 day lows also dropped to 381 and 134.  We will need to see moves outside the multi-day range accompanied by an expansion of new highs/lows to establish a directional trend. 

June 21, 2005 

Early selling took the market below Friday's lows before afternoon buying returned us to the top of Friday's range.  We closed near the day's average price of ES 1219, placing us in a neutral short-term range.  Intraday new highs were weak through the day, although the proportion of stocks trading in short-term downtrends waned through the afternoon.  The adjusted TICK ended at -193; buying was stronger in the large caps, with the Institutional Composite finishing at +224--its third straight positive day.  Demand dropped to 33; Supply rose to 73.  New 20 and 65 day highs dropped to 1157 and 656; new 20 and 65 day lows rose to 436 and 149.  We are trading in a several day range; we need to see higher prices, a return to a positive Demand/Supply balance, and an expansion of new highs to return to a bullish trend.   

June 20, 2005 

Once again, the trend measures pointed the way higher, as the market continued its upward trend, closing near its day's average price of ES 1221.  The afternoon trade was rangebound, with stocks making fewer intraday highs--and a lower plurality of issues trading in short-term uptrends--as the day progressed.  The adjusted TICK was +117; the Institutional Composite finished at +125.  Demand was 65; Supply was 52.  New 20 and 65 day highs made multi-month highs, at 2032 and 1186.  New 20 and 65 day lows were 352 and 123.  We continue to make higher highs and higher lows, with a positive Demand/Supply balance and expanding new highs.  As long as this remains the case, the bias stays with the upside and buying dips that hold above the day's average price. 

June 19, 2005 

Dead but dreaming:  The inspirations for this week's article are a loathsome creature with wings, claws, and an octopus-like head and music from the Fields of the Nephilim that lie just above the creature's depths. 

June 17, 2005 

Yesterday's blog noted that, as long as we see higher highs and an expansion of stocks making new highs, the short-term trend is up.  That is exactly what happened on Thursday, as steady afternoon buying left the market above its day's average price of ES 1214.5.  The afternoon brought an increasing plurality of issues trading in short-term uptrends, although there was a waning of intraday new highs late in the session.  The adjusted TICK was +493; the Institutional Composite was +129.  Demand rose to 84; Supply was 29.  New 20 and 65 day highs rose to 1744 and 930--the latter a multi-month high.  New 20 and 65 day lows dropped to 394 and 144.  Interestingly, new highs did not expand in my basket of stocks--a reflection of the relative weakness in the large cap issues vs. small and midcaps.  Continuing the theme mentioned over the weekend, we are seeing relative weakness in the Nasdaq; a gradual rise in the S&P 500; and a steady uptrend in the Russell 2000.  I expect the uptrend to continue as long as we see strength in the NYSE TICK powering the small and midcap sectors. 

June 16, 2005 

A pre-opening rise on Wednesday gave way to a breakdown before an afternoon rally took us above the day's average price of ES 1208, keeping us in a short-term uptrend.  A modest plurality of issues traded in short-term uptrends despite the expansion of intraday new lows during the session.  The adjusted TICK ended at -113; the Institutional Composite was -74.  Demand was constant at 61; Supply rose to 54.  New 20 and 65 day highs rose to 1480 and 795; new 20 and 65 day lows dipped to 481 and 138.  We are at the high end of a three day range; as long as we see higher highs and an expansion of stocks making new highs, the short-term trend is up and buying dips above the day's average price is the preferred strategy. 

June 15, 2005 

A slow market on Tuesday broke higher before settling back into its extended range, closing near its average price of ES 1209.  This placed us in a short-term uptrend.  A plurality of issues traded in short-term uptrends, although we saw a waning of intraday new highs as the afternoon progressed.  Interestingly, we're seeing very different behavior from market sectors, with the S&P relatively range-bound, the Nasdaq 100 moving lower, and the Russell 2000 trending higher.  The adjusted TICK was +68; the Institutional Composite was -84.  Demand rose to 61; Supply dropped to 43.  New 20 and 65 day highs rose to 1404 and 731; new 20 and 65 lows dipped to 503 and 177.  Buying dips that remain above the day's average price is the operative strategy for the morning. 

June 14, 2005 

The market broke higher on Monday before settling back into Friday's range and closing close to its day's average price of ES 1207.  This returns us to a neutral trending mode.  We saw an expansion of intraday highs on the breakout, but these waned later in the day, with fewer stocks trading in short-term uptrends.  The adjusted TICK was -68; the Institutional Composite was -18.  Demand was 54; Supply was 71.  New 20 and 65 day highs rose to 1252 and 574, but new 20 and 65 day lows also expanded to 536 and 208.  We are at the high end of the recent range; we need to see a clear break of Monday's highs or lows accompanied by an expansion of stocks making new highs/lows to establish a directional trend. 

June 13, 2005 

Friday's market moved lower for most of the day before shooting higher in the afternoon, closing slightly below the day's average price of ES 1202.55 and keeping us in a neutral trending mode.  Stocks making intraday lows exceeded those making highs, but by the end of the session, the plurality of issues trading in short-term downtrends had narrowed substantially.  The adjusted TICK, at -337,  was skewed toward selling for the fourth session in the past six.  The Institutional Composite was -94; its fifth negative day in the past seven.  I find it impressive that the market has held up this well given the consistency of the selling.  Also holding up well is Demand, at 53, vs. Supply, at 51.  New 20 and 65 day highs actually rose to 1090 and 470; new 20 and 65 day lows were 405 and 169.    

All in all, we are in an intermediate-term trading range, as can be seen from the average prices over the past eight sessions: 1201.5, 1202, 1199, 1196, 1204.5, 1199, 1202.5, 1202.5.  We can see momentum wane over this period, as is evidenced in the Overbought/Oversold measure, the Efficiency Index, and new highs/lows in my basket of issues.  Money Flow in the large cap issues has been very weak, and yet price--so far--is holding within its range.  My intermediate-term expectation has been for a market decline, and I continue to believe the majority of stocks have seen their bull market highs.  A good market scientist, however, follows the data, and so far those data are not bespeaking the weakness that I've expected. 

June 12, 2005 

My most recent music review, of Say Your Prayers by Empire Hideous, is now posted on Amazon.  See the June 4th blog entry for more review info.  Also check out Metropolis for some of the most innovative music coming out of "the scene". 

Get ready for another Dr. Brett book in 2006.  This article gives a bit of a preview.  Unlike the earlier book, this one will focus on specific trading techniques and measures and how to use them.  Now if I could just figure out a way to put together a soundtrack for the book, I could really get readers into my head...  :-) 

June 11, 2005 

The latest article takes a fresh look at option-based sentiment at intraday turning points.  This represents a new direction in my market research: examining the psychology of savvy and not-so-savvy short-term market players. 

June 10, 2005 

Thursday's market traded below its previous day's lows before moving higher through the afternoon, closing above its day's average price of ES 1202 (Sept. contract).  This shifted us to a neutral trending mode, with an increase of fresh intraday new highs and a growing proportion of issues trading in short-term uptrends as the day progressed.  The adjusted TICK was 216; the Institutional Composite was -18.  Demand rose to 47; Supply dipped to 67.  New 20 and 65 day highs dropped slightly to 939 and 420; new 20 and 65 lows rose to 461 and 202.  We once again are in a multiday range; it will take a move below Thursday's lows, accompanied by an expansion in the number of stocks making new lows, to return us to a short-term downtrend. 

June 9, 2005 

The market broke below its previous day's lows on Wednesday, closing below the day's average price of ES 1199 and shifting the short-term trend to bearish.  We saw an expansion in the number of stocks making intraday lows as the day wore on, with an increasing number of issues trading in short-term downtrends.  Selling dominated; the adjusted TICK was -494 and the Institutional Composite was -357.  Demand dropped to 27; Supply was 74.  New 20 and 65 day highs dropped to 995 and 441; new 20 and 65 day lows rose to 417 and 196.  We are seeing waning upside momentum in the intermediate-term measures, such as the Overbought-Oversold Index and the Efficiency Index.  Selling bounces that remain below the day's average price is the strategy for the morning. 

June 8, 2005 

A sharp rally early Tuesday took us to new recent highs before fading in the afternoon.  We closed below the day's average price of ES 1204.5, and our trend remains neutral.  By the end of the day, a relatively even proportion of stocks were trading in short-term uptrends and downtrends.  The adjusted TICK was -103; the Institutional Composite was +186.  Demand was 77; Supply was 44.  New 20 and 65 day highs rose sharply to 1852 and 858, the latter being the highest level in over two months.  New 20 and 65 day lows were 322 and 177.  We continue in an extended range, albeit with a gradual drift upward.  That should continue as long as we are not seeing an expansion of stocks making new lows and healthy buying reflected in the NYSE TICK and Demand/Supply Index. 

June 7, 2005 

The market broke lower on Monday before returning to Friday's range on solid buying.  We closed near the day's average price of ES 1196, shifting the trend to neutral.  Stocks were strong in the afternoon, with an expansion of intraday highs and a plurality of issues trading in short-term uptrends.  The adjusted TICK was +301; the Institutional Composite was 64.  Demand was 46; Supply was 53.  New 20 and 65 day highs dipped to 1152 and 472; new 20 and 65 day lows rose to 326 and 140.  We are in a range defined by Monday's high and low prices; a move to new highs accompanied by an expansion in the number of stocks registering fresh short-term highs would shift the trend to bullish. 

June 6, 2005 

Friday's market broke lower in the late morning and early afternoon before rebounding and closing near its day's average price of ES 1199.  This shifted us to a short-term downtrend, although we remain in an intermediate-term range: average prices over the last nine days have been 1189, 1189, 1194, 1193, 1190, 1197, 1198, 1195, 1202, 1202, and 1199.  Selling dominated the session, with the adjusted TICK at -542 and the Institutional Composite at -372.  This is the first day in six where we have had greater relative selling in the broad market than among the large caps; I will be looking to see if this continues early this week.  If so, it would represent a widening of the selling and would likely accompany a breakout from the aforementioned intermediate range.  Conversely, continued relative strength in the broad market is more likely to keep us range-bound.

Friday saw an increase in the number of intraday new lows among stocks, with a plurality of issues trading in short-term downtrends.  Demand fell to 29; Supply was 75, creating the first recent drop in a Cumulative Demand/Supply Index that has been quite strong (reflecting relative strength among small and midcap issues).  New 20 and 65 day highs fell to 1462 and 558; new 20 and 65 day lows were 300 and 128.  While selling bounces that remain below the day's average price is the operative strategy, we need to see a break below Friday's lows accompanied by an expansion in the number of stocks registering fresh short-term lows to continue the downtrend.

Overall we're seeing waning momentum in the Overbought/Oversold Measure and my ultra-reliable Efficiency Index.  This is manifesting itself in a greater proportion of new short-term lows among large caps than in the broad market, also reflected in my measure of Money Flow.  It was interesting to see money flow to the small and midcaps while interest rates were falling last week and then flow out of those sectors on Friday with the bounce in rates.  That, too, is worth watching early this week. 

June 5, 2005 

I've recently come across several articles and books on trading psychology, all of which have been written by people who offer coaching services on a commercial basis.  This week's article takes a skeptical look at their offerings. 

June 4, 2005 

Music is a huge part of my life: it keeps me going during late nights and early mornings researching markets and getting writing done on top of full-time work and family activities.  Most of the music I follow is not anything that could be found on commercial stations, and most of it isn't even available on the satellite radio channels.  Because it is so difficult for these groups to get the visibility they need to survive, I am beginning a project to write reviews of their works for Amazon.  Through my editorial and other contacts, I may be able to help them out in other ways as well.  One of my goals when I was young was to achieve enough professional and material success that I could afford to not have to worry about making a living and could just focus on providing support for those who create the words, images, and sounds that make our world a better place.  Those creators, I have learned, are rarely found in the spotlight; like Howard Roark, the protagonist of Ayn Rand's Fountainhead, they are just as likely to be laboring in a rock quarry, nurturing their artistic visions.

Here is my first small step in the project: an Amazon review of "King of an Empire to the Shoes of a Misfit" by Myke Hideous.  This is a book that collects Myke's memoirs from his early days founding the band The Empire Hideous through his tour as the lead singer for The Misfits.  The memoirs end just prior to his reconstitution of The Empire Hideous and the release of their 2003 album "Say Your Prayers".  Myke's book is rough around the edges, as you'd expect a self-published collection of journal entries to be, but that is part of its appeal: it's a rare, first-hand account of life on the road as a rock artist.  If you go to the website for The Empire Hideous and click on "Sounds", check out "Two Minutes Til Midnight" and "Heaven Raining Bullets" from Say Your Prayers.  Great music when you wake up at 3:40am!   

June 3, 2005 

Thursday's market stayed inside the previous day's range, closing above the day's average price of ES 1202 and continuing the upside trend, albeit with reduced momentum.  Buying once again was in evidence, with the adjusted TICK at +303 and the Institutional Composite at +103.  We again saw relatively few intraday highs during the session, but the overall proportion of stocks trading in short-term uptrends turned positive over the course of the day.  Demand was 53; Supply was 44.  New 20 and 65 day highs fell to 1597 and 580; new 20 and 65 day lows also dropped to 292 and 143.  Buying dips that remain above the day's average price is once again the morning strategy. 

June 2, 2005 

The market rose sharply on weak economic news that sent yields tumbling before giving ground as oil prices broke higher.  We closed near the day's average price of ES 1202, flipping the short-term trend to bullish.  Buying dominated the session, with the adjusted TICK at +346 and the Institutional Composite at +188.  Surprisingly few issues in my basket reached intraday highs during the session, a sign that large caps continue to lag the broader market.  The proportion of stocks trading in short-term uptrends also waned through the session.  Demand was 90; Supply was 37.  New 20 and 65 day highs rose sharply to 1881 and 690; new 20 and 65 day lows fell to 341 and 179.  Buying dips that remain above the day's average price is the strategy for Thursday AM. 

June 1, 2005 

Tuesday's market could not break above Monday's highs in early trade and sold off in the afternoon.  This took us below the day's average price of ES 1195 and brought us into a short-term downtrend.  Selling was modest in the broad market, with the adjusted TICK at -49, but was heavier among the large caps, with the Institutional Composite at -691.  The number of large cap stocks registering fresh intraday lows expanded in the afternoon, although the majority of issues did not trade in short-term downtrends.  Demand was 64; Supply was 77.  New 20 and 65 day highs rose to 1527 and 520; new 20 and 65 day lows also expanded to 427 and 233.  Selling bounces that remain below the day's average price is the operative strategy for the morning.

