July 31, 2006
Market Ideas:
TraderFeed examines the equal-weighted S&P 500 Index (RSP) and its relationship to the more common cap-weighted version.
This TraderFeed entry takes a look at last hour trading in the Dow and how it has changed over the course of the bull market.  I will have more to say on this topic in Monday's Trading Markets article.
Four new articles are posted to the Articles page; note that articles on the page are organized both by topic and by date.  If those aren't enough, here are the archives to my Trading Markets articles.  TraderFeed archives can be accessed directly from the home page of the blog.  
Happy number 40 to Dave Johnson, who shares his portfolio selections with blog readers and includes a number of incisive market comments.
I like David the Dayshark's skepticism re: big gains.  Ouch, though, on that Landis photo...  :-)
Boogster vividly captures the central challenge of trading psychology: to take desired action patterns and make them automatic.  I admire anyone who puts their mistakes out there like that; maybe I'll give Boogster my two cents worth in my end of week Trading Markets article.
And, hey, while I'm dishing out the props, big ones go out to Trader X, who provides an excellent model of how to think about trading.  It's his way of thinking about opportunity and risk that's valuable, whether or not you mimic his particular trading style.
 

Market Context:
Here's how last hour trading led the start of the recent bull market and now has tailed off ahead of the recent market peak:

 

Market Summary:  

Friday's session started with strong buying and powered higher through much of the session after breaking above prior highs.  This had us closing above the day's average price of ES 1280.25, returning us to a short-term uptrend.  The Power Measure was positive through much of the day, reflecting the consistent strength.  Among the stocks in my large cap basket, we saw an expansion of new highs.  For the first time also, we had an overbought intermediate-term Institutional Momentum reading at +800, with 13 stocks trading in intermediate-term uptrends and only 4 in downtrends.  Similarly, my Cumulative Demand/Supply Index is in lofty territory around 47, which is close to levels that have preceded intermediate-term tops.

Buying was heavy among large caps, with the Institutional Composite ending the day at +399.  Buying was also quite strong in the broad market, with the Adjusted TICK ending at +765 and continuing its cumulative uptrend.  Demand rose to 111; Supply fell to 27.  New 20 day highs rose only slightly to 1200; new 20 day lows fell to 505.  As long as we continue to make fresh price highs and expand the number of issues making new highs, the short-term trend will remain bullish, despite my concerns about a growing overbought condition at price levels well below recent bull market highs.

 

July 30, 2006
Market Ideas:
TraderFeed offers two posts on the smoothness and choppiness of market moves and what they signal for near-term performance.
Well, my new book is in the final editing and the Trader Performance page summarizes the contents. 
New postings to the articles page will appear tomorrow.
Barry Ritholtz has a great post that illustrates a behavioral finance principle: We are all bound by our frames of reference.  Here's another of his posts emphasizing why it's so important to be flexible enough to look at the world outside our normal frames.
Keep an eye on Fickle Trader's site, as Jon Tait will be posting entries to his writing contest re: risk and reward in the markets.
Once you define market patterns with a historical edge, it makes sense to automate your location of those patterns when they appear.  A new version of the Trade Ideas program will expand that ability--and the Odds Maker feature looks particularly interesting.
Brian Shannon, with a great real-life example of how planning makes all the difference in the world.
No doubt, she was also a retail Forex trader.
No doubt, this could be her broker.
 

Market Context:
Notice how the equal-weighted S&P 500 (RSP; yellow) has been underperforming the normal cap-weighted S&P 500 (SPY; white) during the recent rally.  I'll be taking a look at the implications of this in tomorrow's Trader Feed entry.
[image: image1]
 

July 29, 2006
Market Ideas:
TraderFeed takes a look at enticement and deception in the trading world. 
This article describes a lesson I learned from a trader.
Kevin Haggerty on the Plunge Protection Team and unfree markets.
Thanks to the Abnormal Returns linkfest for pointing out this update on new ETFs from ETFTrends.  See also the link re: the increase in overnight risk.
Jubak on the coming train wreck in China.
Excellent charts showing increase in corporate earnings but decline in equity P/E ratios from CXO Advisory, whose return to value model shows us below the average P/E since 1990.
Overseas internships have become popular among college students seeking international business experience.  Here's Connect 1-2-3, one of the internship providers in South Africa and soon to expand elsewhere.  I'm familiar with Connect and can vouch for them, because the founder is our oldest son, Steve, who is profiled in this recent report.
 

Market Context:
One of the scary implications of a China bubble burst is how it would affect (end) their dollar buying and how this would impact the U.S. currency.  Here is the ratio of gold to the U.S. dollar over the past several years, with props to Decision Point.  
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July 28, 2006
Market Ideas:
TraderFeed finds noteworthy patterns when the bulk of stocks don't follow the overall S&P 500 Index, both on a next-day basis and several days out. 
Here's a trading technique article illustrating how the new highs/new lows fit into a cycle concept.  
A great idea from Dave Mabe at StockTickr: one-question interviews.  Here's my response to the question of what I've learned from the recent market decline.
Abnormal Returns with a linkfest, including a worthwhile article on what the Fed fears most.
Interesting momentum screen from The Kirk Report.
More competition among electronic and hybrid exchanges.
 

Market Context:
Dominant market theme:  Since early May, RYDEX large cap value is down between 4-5%; large cap growth is down about twice that much.  Midcap growth is off more than 12% from its peak; midcap value is down about 6%.  Very similar picture for small cap growth vs. value.  RYDEX large cap value assets are over $200 million, up $20 million for the past week.  RYDEX large cap growth assets are $13.5 million, down $1 million for the week.  RYDEX money market assets are a nice indicator of bearish sentiment, often rising when markets decline and vice versa.  During the market's first three days this week, money market assets dropped nearly $50 million.  Also during that rally, large cap value picked up assets, but large cap growth actually lost some.  Very worthwhile data tracked by Decision Point.
 

Market Summary:  

Thursday's session again tried to start the day higher, only to fall back during much of the day's trade.  We closed below the day's average price of ES 1274.75, placing us in a neutral short-term trend.  The Power Measure closed solidly negative, reflecting late selling.  Buying and selling pressure were even among the large caps, with the Institutional Composite finishing exactly at zero.  There was net selling in the broad market, with the Adjusted TICK ending at -380.  Demand fell to 57; Supply rose to 88.  Once again, we saw a rise in new 20 day highs at 1199, but also a rise in fresh 20 day lows at 722.  I continue to be concerned by the rising new lows--not something normally associated with sustainable uptrends.  Among my basket of large caps, 10 traded in intermediate-term uptrends; 7 in downtrends, for an Institutional Momentum score of +400.  That's the strongest score we've seen since very early July.  We are in a trading range defined by today's highs and the two-day lows; we need to see expanded new highs along with fresh price highs to return to the short-term uptrend.

 

July 27, 2006
Market Ideas:
TraderFeed looks at strong starts to weeks and whether or not they follow through.
Thanks to Trader Mike for calling my attention to the Stock Tickr interview with Trader X and the Trader X blog.  The interview makes some important points regarding finding and maintaining one's edge in the market, and the blog nicely illustrates Trader X's methods.
Some great work from Jason Goepfert at Sentimentrader, who points out that extreme high NYSE TICK readings, such as we had Wednesday, often suggest panic buying and an excess of short-term bullishness.
Contrarian thinking from Jon Markman on all the great trading ideas you don't have now, but should.
Bill Cara makes the case for stagflation.
Ticker Sense finds little attention given to the inverted yield curve.
 

Market Context:
We have almost 50% of S&P 500 stocks trading above their 50-day moving averages.  Through the past several years, this number has hit 80% or more before we've seen intermediate-term corrections.  We continue to see weakness in the NASDAQ 100 Index, where only 24 stocks are trading above their 50-day moving averages.  Conversely, over 80% of S&P energy stocks are trading above their 50-day moving averages, over 70% of healthcare issues, about 2/3 of consumer staples stocks, and over 60% of financial issues.  Clearly, we have pockets of great tech weakness, but strength in many sectors.
Imagery and emotion play a stronger role in decision making than we commonly acknowledge.  This study finds that traders' images and emotions regarding stocks affect their trading decisions--and not for the best.  This study finds that salient past highs or lows on a chart affect traders' decisions.  I'll have more to say on this topic shortly.
Short-term oscillators of the Adjusted NYSE TICK and the Institutional Composite are pretty good momentum measures.  Both are relatively overbought.
 

Market Summary:  

Wednesday's session once again followed a roller coaster pattern, with an early drop, rally, and late day decline.  At the end of it all, we closed near the day's average price of ES 1273, sustaining the short-term uptrend.  Buying once again was solid among large caps, with the Institutional Composite finishing at +191.  For the third consecutive session, we had significant buying in the broad market, with the Adjusted TICK ending at +386.  The Power Measure ended neutral, reflecting late day selling.  Demand fell to 74; Supply rose to 64.  New 20 day highs rose to 1044, but new 20 day lows also rose to 593.  The new lows will bear watching; it's a fly in the bull ointment.  Among my basket of large caps, 9 traded in intermediate-term uptrends, 7 in downtrends, and 1 neutral, for an Institutional Momentum score of +320.  Once again, as long as we see price highs and expanding new highs among stocks, the short-term trend remains bullish.

 

    
 

July 26, 2006
Market Ideas:
TraderFeed identifies big swingin' TICK days and what they mean for the market's near term. 
Trader Mike makes a valuable comment regarding the NYSE TICK and not fading extreme strength intraday.  My intraday studies suggest that the odds of a breakout move continuing in its direction increase greatly when the breakout is broad (many sectors participating) and when the NYSE TICK is very strong or weak.  
Camron Systems offers a large website with considerable thought and effort that has gone into tracking the behavior of large traders.  The site developer, Tom Henderson, is from Australia and has developed software that takes large orders that have been executed in pieces and, in essence, reassembles those pieces to track whether the large traders are operating more to the buy or sell side.  This page from the site offers a good overview of his thinking.
While we're on the topic of tracking supply and demand, Tom brings my attention to Linnsoft's Investor R/T program, which offers "raw tick charts" that display ticks occurring at the bid vs. offer and the volume associated with each.
 

Market Context:
A book I'm currently looking over is The CRB Encyclopedia of Commodity and Financial Prices (Wiley, 2006).  The book contains charts of all major commodities over periods of decades, providing a long-term glance at broad market cycles and trends.  A narrative section before each major asset class highlights the most important bear and bull markets.  The long-term charts highlight the interplay between hard assets (commodities) and financial assets in business cycles, as well as the relationships among the various financial assets: currencies, interest rates, and equities.  A useful feature of the book is a CD-ROM with the market data, enabling readers to perform their own analyses and research.  It is eye-opening to see the various sub-indices of the CRB Index and how almost all are at or near multi-year highs--not just gold and oil.  The U.S. Dollar Index, meanwhile, is hovering above lows that go back to the 1970s.
 

Market Summary:  

Tuesday's session rode a roller-coaster, starting lower, then breaking sharply higher, violently retracing that gain, and then going to fresh highs before selling off late in the session.  When all was said and done, we closed well above the day's average price of ES 1268.5, sustaining the short-term uptrend.  The Power Measure closed solidly positive, reflecting late strength for the second straight day.  Buying was solid among large caps, with the Institutional Composite ending at +150.  We also saw solid buying in the broad market, with the Adjusted TICK ending at +286.  Demand remained strong at 132; Supply rose to 29.  New 20 day highs rose to 962--the highest level since July 6th.  New 20 day lows fell to 551.  Among the large caps in my basket, 9 traded in short-term uptrends, 7 in downtrends, and 1 neutral, for an Institutional Momentum score of +200, the first positive reading since early July.  As long as we continue to see higher price highs and an expansion in the number of stocks registering fresh new highs, the short-term trend remains up.

 

July 25, 2006
Market Ideas:
TraderFeed looks at data from the AAII sentiment surveys and finds support for a contrarian perspective that paid off nicely Monday.
Here's the Trading Markets article on those salmon days.
Think Links from Charles Kirk, including a great article on the hell in a handbasket index.
Trader Mike with some worthy reads, including Jim Rogers' take on China and gold.
Monday links from Abnormal Returns, including a skeptical view of Fed influence.
CXO Advisory looks at a different sentiment measure vs. stock performance.  Interesting to see the general downtrend of public satisfaction with the way things are going.
Excellent economic overview from Van Hoisington and Lacy Hunt via John Mauldin.
 

Market Context:
One end-of-week exercise I find helpful is to review the charts of the major sector and international ETFs and indices.  It really provides an excellent overview of whether markets are moving in concert or not, and which markets are leading and following.  Seeing that many sector ETFs were not making new lows late last week had me also reviewing the new highs and new lows (see yesterday's comment).  Here is the chart of new highs/lows.  Note how new lows were drying up by the end of last week.  I consistently find the new highs/lows to be valuable trading guides.
 
Market Summary:  

Monday's session opened strong and ran higher through much of the day.  We closed well above the day's average price of ES 1261, establishing a short-term uptrend.  The Power Measure closed strongly positive, reflecting late-day strength.  Buying was moderately strong among large caps, with the Institutional Composite at +102.  Buying was much more vigorous in the broad market, with the Adjusted TICK ending at +820.  Demand soared to 169; Supply fell to 18.  New 20 day highs rose to 758; new 20 day lows fell to 749.  Among the large caps in my basket, 8 traded in intermediate-term uptrends, 8 in downtrends, and 1 neutral for an Institutional Momentum score of exactly zero.  So far, this Institutional Momentum measure has been useful in tracking intermediate-term moves, topping out ahead of ES price and bottoming out ahead of the market as well.  A rise above last week's highs, accompanied by an expansion of fresh 20-day highs, would keep this uptrend going.

 

 

 

July 24, 2006
Market Ideas:
TraderFeed examines those salmon days described by The Kirk Report and what they mean for short-term market performance.
The Trader Performance page returns to the topic of the minimum data set and what I've learned since resuming active trading.
Jubak on the challenges facing the Fed and why its pause could be temporary.
The case for diversifying beyond the dollar.
An old post from Barry Ritholtz that is pertinent today as then, especially in the wake of current tech weakness and recent turmoil among emerging markets.
 

Market Context:
Afghanistan in anarchy, Lebanon in chaos, and even allies breaking ranks with the U.S.  And, if that's not bad enough, we have inflation heating up,  runaway growth in China, and U.S. debt that even overseas buyers don't want.  Meanwhile, 1064 stocks made new 65-day lows on Friday against only 171 new highs.  But we had even more new lows last Friday and both readings are stronger than the 2302 new 65-day lows we saw in the middle of June.  I'm watching carefully to see if these new lows do indeed continue to dry up.
 

Market Summary:  

Friday's session tried to move higher in the early session but continued lower through the day, closing near the day's lows.  We closed below the day's average price of ES 1249, continuing the short-term downtrend.  The Power Measure stayed negative through most the day, reflecting the persistent selling.  Selling dominated among large caps, with the Institutional Composite finishing at -211.  Similarly, we saw selling dominate the broad market, with the Adjusted TICK at -296.  Demand fell to 21; Supply rose sharply to 150.  New 20 day highs fell to 432; new 20 day lows rose to 1620.  Among the stocks in the large cap basket, 8 stocks traded in intermediate-term uptrends; 9 in downtrends, for an Institutional Momentum score of -240--well off last week's lows.  As long as we continue to see lower price lows and an expansion of stocks making fresh 20-day lows, the short-term trend remains down.

 

July 23, 2006
Market Ideas:
TraderFeed takes a look at size in the market and what every short-term trader should know.
Weekend links and good reading from Barry Ritholtz, Daily Options, Abnormal Returns, and James Altucher.
Trader Mike's market recap notes weakness across the averages.
Thanks to Fickle Trader for pointing out Piranha's blog that tracks market strength and individual equities.
John Mauldin presents GaveKal's view on five sins that create bear markets.
 

Market Context:
Here is a chart based on the recent TraderFeed post regarding the role of large traders in the ES market.  This is a money flow measure that represents cumulative price action weighted by trade volume.  The red line falls when large traders are sellers; rises when they're buyers.  Note the strong correlation between the money flow from large traders and ES price action.  Interestingly, at turning points, it's not unusual to see that relationship break down, as the market successfully absorbs big trader buying/selling at turning points.  Another way of saying that is that markets make a turnaround when large transactions can no longer push the index to new highs or lows.
[image: image3]
 

July 22, 2006
Market Ideas:
TraderFeed flashback:  Short-term returns are worse when accompanied by an increase in the number of stocks making fresh 20-day lows.  And, yes, that's still my favorite trading poster.
Thanks to a reader for pointing out that the third article in my series on "Turning Your Trading Around" was missing.  All three are now posted to the Articles page.
Perceived risk is not real risk: My article with Adam Mann in The Trader's Journal shows how risk management--including position sizing--is intimately linked with emotional disruptions of trading.
Excellent blog covering commodity markets from Jim Wyckoff.
Very interesting observations regarding hot hands in hedge funds from CXO Advisory.
Interesting new community site tracks traders and their recommendations, allowing each user to build a reputation and enabling traders to track sentiment on stocks within the community.
Nice daily summaries of the currency markets from Darrell Jobman.
Finally: a bull perspective!  Dr. John Rutledge on the inflation outlook and implications for equities.
 

Market Context:
I find the Bloomberg site ideal for tracking international markets and country by country performance.  Two markets I follow closely, given the geopolitical situation:
Israel:
[image: image4]
and South Korea:
[image: image5]
 

Pretty similar, eh?
Full update of Weblog indicators Sunday evening.

July 21, 2006
Market Ideas:
TraderFeed looks at what happens following broad market advances, such as we had on Wednesday.
I follow up the recent TraderFeed post on two kinds of traders with a Trading Markets article.
I really like the "salmon day" analogy from Charles Kirk and might just see if that pattern can be quantified.  Keep an eye on the TraderFeed blog.
One thing I haven't researched extensively, but is important for the longer timeframe trader is seasonal market patterns.  Very informative post from Abnormal Returns.
Random Roger makes an excellent point regarding historical market patterns, such as those in the Trader Feed blog.  You really don't know what to make of them (or whether to trade them) unless they make sense to you (i.e., you have an explanation for them) that can be applied to future predictions.  That's what science is all about: the linkage between observation, theory, and prediction.
Great example of the power of variant perception from Barry Ritholtz.
A couple of nicely skeptical posts re: options expiration pinning complaints from traders, served up by Adam Warner.
Solid market recap from TraderMike notes that some indices retraced all of Wednesday's gains, including the NASDAQ (which has been a market leader to the downside).
 

Market Context:
Here's an oddity: despite the bullish tendency of broad, strong markets to follow with strength in the short-run (per today's TraderFeed post), when rises have been *very* broad (i.e., ratio of advancing stocks to decliners of more than 4:1), the market has actually been *down* on five of those six occasions since 2001.  Two of those occasions happened recently:  on 6/15 and 6/29/06.  
Interestingly, the 50 new 52-week lows we saw among the S&P 500 stocks during the recent decline was the largest number of new lows that we've had in the index since 2002.  I will be watching closely for any expansion of this number, which would strongly support a cyclical bear case.
 

Market Summary:  

Thursday's session tried to add to Wednesday's impressive gains, but faded badly by the end of the session.  We saw 772 stocks making fresh 20-day highs against 642 making new lows--not an impressive margin after a big gain.  Demand was 49; Supply soared to 108.  It is unusual to rapidly shift from very strong upside momentum to a situation in which downside momentum now exceeds upside by over 2:1.  What that means is that, just as the rise took many stocks off their lows, the drop on Thursday took many stocks off their highs.  Accordingly, I will be suspicious of bounce back rallies that do not feature broad strength.  Full market update Sunday evening.

 

July 18, 2006
Note:  I'll be on the road Tuesday through Thursday; next update on this site will be Friday.  I will continue brief market update posts on the TraderFeed blog.
Market Ideas:
TraderFeed goes back 16 years to see what happens after a sequence of days with declining stocks swamping advancers.  The most interesting facet of the research was an analysis of what happens after the pattern fails.
Here's the Trading Markets article on making friends with emotions.
Nice to see my hometown make #2 on the list of desirable living spots.
Thanks to Mark for this link on using technology to improve the brain's ability to sustain attention.  You might want to Google "hemoencephalography" if the topic really interests you.  That's the type of biofeedback I use.  I'm still waiting for it to become commercially available on a broad basis.
Sobering: Barry Ritholtz shows where we have a clustering of interest-only mortgages.
George Friedman of Stratfor, courtesy of John Mauldin, on the current Mideast dilemma.
CXO Advisory on how the market responds to doom--quite a creative analysis.
I like Abnormal Returns' take on the NYMEX IPO (and other tasty links).
Bill Fleckenstein sees the current market as a resumption of the 2000 bear.
Gary Kaltbaum similarly views this as an unalloyed bear market.
More valuable links from James Altucher; check out the correlation between gas prices and the President's approval ratings.
 

Market Context:
The Barchart site has a unique feature for subscribers that tracks the number of stocks giving buy signals across a variety of technical trading systems and the number that are giving sell signals.  After Monday's attempt at a bounce, we have 26 buys and 655 sells.  That pretty well sums up the vigor of the bounce.  Three sectors that they track show positive returns over the past three months; all the rest are underwater.
 

Market Summary:  

Monday's session rallied in the morning, sold off sharply, and then traded in a range for most the rest of the day.  We closed slightly below the day's average price of ES 1243, sustaining the short-term downtrend yet another day.  Selling pressure among Institutional large caps was again above average, but not to the degree of the prior three days, with the Institutional Composite ending at -5.  Selling moderately took the lead in the broad market, with the Adjusted TICK finishing at -167.  The Power Measure ended in firmly negative territory, reflecting late day weakness.  Demand rose to 36; Supply fell to 63.  New 20 day highs rose to 349; new 20 day lows dipped slightly to 1665.  Among the basket of large caps, 3 ended in intermediate-term uptrends; 14 in downtrends, for a continued weak Institutional Momentum reading of -880.  The recent bounce could not take the majority of issues off their recent lows; we need to see a move above Monday's highs with an expansion in the number of stocks making fresh new highs to break the short-term downtrend.

 

July 17, 2006
Market Ideas:
TraderFeed explores the value of stepping outside one's comfort zone.
The Trader Performance page takes a look at how emotions can enhance trading.
Incisive counting questions from Victor Niederhoffer. 
Jon Gertner's incisive analysis of energy alternatives--especially nuclear--is a must read in the NY Times Magazine.
John Mauldin weighs the possibility of recession, offering sobering data on the economy.
Wisdom from Globetrader: No trading system lasts forever.
Better Trading on keeping the next trade separate from the one(s) before.
 

Market Context:
Newsweek has it exactly right.  The market is worried about a Mideast conflict spreading to Iran and affecting oil supplies.  But Iran's best chess move is as a peacemaker who steps in just when things are looking their worst.  Tough to challenge the nuclear activities of a peacemaker...also tough to deny that Mideast peace would not bolster the markets.
 

Market Summary:  

Friday's session took us lower still, on the heels of stronger oil prices and continued geopolitical uncertainty.  We closed near the day's average price of ES 1242.5, sustaining the short-term downtrend.  Once again Selling was heavy among the Institutional stocks, leaving us with an Institutional Composite of -275--the seventh net selling reading in eight sessions.  The Adjusted TICK ended at -354, its fifth net selling reading in six sessions.  The Power Measure closed moderately positive, reflecting late day strength, but is clearly displaying a pattern of peaks at consecutively lower prices.  Demand rose to 27; Supply dropped to 88.  New 20 day highs fell to 293; new 20 day lows soared to 1941.  Among the large caps in my basket, only one is now trading in an intermediate-term uptrend; 16 in downtrends, for a very weak Institutional Momentum reading of -1040.  We continue to make lower price lows, and we continue to expand the number of stocks making fresh new lows.  That's kept us on the right side of the market so far, as it keeps the short-term downtrend intact.

 

July 16, 2006
Market Ideas:
TraderFeed offers my best advice during volatile, bearish times, showing how the market is wired differently from human brains.
Thanks to Dave Mabe for his review of The Psychology of Trading.  Tomorrow I will address the issue of whether traders can truly eliminate emotion from trading on the Trader Performance page.
Barry Ritholtz offers a weekend linkfest, including an interesting discussion of capitulation.  FWIW, here's my take on the topic.  
Trader Mike looks at how the indices are faring relative to their longer-term trends.
Trade Ideas builds on some ideas from The Kirk Report to look at opening range breakouts.
This is a great post from Jon Markman that illustrates how a seasoned stock picker thinks--and researches.
 

Market Context:
I mentioned a while back that the percentage of S&P 500 stocks trading above their 50-day exponential moving averages has been a reliable indicator of intermediate-term market bottoms over the past several years.  Specifically, when the percentage has reached 20% or below, a bottom has been in sight.  Our current reading is 28%, after dipping below 20% at the June lows.  Only 14% of NASDAQ 100 Index issues are above their 50-day averages; 20% of the S&P 600 Small Cap stocks; 22% of S&P 400 Mid Cap issues; and 17% of Dow Industrial stocks.  
Anyone think the Dow from October, 2005 - Present looks like George Lindsay's Domed House?  It's an esoteric pattern, to be sure, but Lindsay found many historical examples, as have others.
 

July 15, 2006
Market Ideas:
TraderFeed looks at days with strong downside momentum and finds a tendency to trade on both sides of the open.
Adam Warner, with a bit of big-picture, options-derived perspective on the recent market action.
Mark Boucher finds cautionary signals in the performance of the Hong Kong market.
Trader Mike finds some good trading psychology links.
Nice pearl from Charles Kirk: Some weeks you judge, not by the money you've made, but by the money you've kept from losing.
The Big Picture on oil seasonality.
More fine links from Abnormal Returns, including reflections on increased geopolitical concerns.
Talk about links, the participant list in Ticker Sense's recent polls makes an excellent place to start exploring the market blogosphere.  Note that 2/3 of participants were not bearish for the week just passed.
 

Market Context:
Let's step back and look at the last two weeks (10 days) of trading:
S&P 500 futures down nearly 4%;
Gold (GLD) up over 7%;
Oil (USO) up about 5%;
Interest rates ($TNX) down from 5.2% to 5.06%.
Dollar vs. Euro:  up about 1%
Emerging Markets (EEM): down about 5%
Unlike June, which featured a VIX climb to 24 and plunging emerging markets and falling commodity prices, now we see rising commodity prices amidst geopolitical tension and less fear among options players, but also some safe haven buying.  This is a different dynamic than June's weakness.  Interestingly, 1184 stocks made fresh 65-day lows on Friday.  That's less than the 2302 registered on June 13.  There's definitely less panic and rushing for exits now than in June, yet we are only an oil spike away from a violation of the June lows.  With such fine intraday swings, I find myself trading nimbly at these times and staying flat overnight.  My average holding times have been under 10 minutes, catching quick swings--quite a change from the low volatility times of 2005.
 

July 14, 2006
Market Ideas:
How can you tell if a market move is likely to continue in its present direction or reverse?  TraderFeed examines short-term new highs and new lows.  (Also see chart below).
What happens when ETF volume is elevated? 
How I prepare for the market day...article from Trading Markets.
Nicely said by Adam Warner: This is unusually placid volatility.  Maybe there's a way to quantify that...without going crazy from the heat...
Cool...the first sentiment poll of market bloggers (including yours truly) from Ticker Sense.
Interesting links from James Altucher, including the topic of uranium stocks and the outlook for Google.
Sex, predators, and prey--from Niederhoffer and Kenner.  Love the peacock analogy...
 

Market Context:
It's tempting to jump in and pick bottoms in this market, especially when the historical odds after a number of down days (with volume concentrated in down issues) are favorable.  Still, when a majority of stocks and sectors continue to make intraday new lows, the market is telling you something.  We need to see those lows dry up before the bulls can sustain a rise.
[image: image6] 
 

Market Summary:  

Thursday's session opened significantly lower, made several rally attempts, but ultimately faded in the afternoon.  This placed us well below the day's average price of ES 1256.5, continuing the short-term downtrend.  Thank goodness for trend and market strength indicators during market periods such as these.  The Power Measure was negative for much of the day and closed highly negative, reflecting consistent selling.  Institutional Selling was very high at -971, and the Institutional Composite closed at a weak -361.  Selling also dominated the broad market, with the Adjusted TICK at -518.  Demand was very weak at 16; Supply soared to 199.  This means we had 10 stocks displaying significant downside momentum for every one that is showing meaningful upside momentum.  New 20 day highs fell to 429; new 20 day lows expanded to 1434.  You know the drill: as long as we continue to make new price lows and an expanding number of stocks are making fresh new 20-day lows, the short-term trend remains down.

 

July 13, 2006
Market Ideas:
TraderFeed examines up weeks with concentrated selling and what has typically come next.
Here's an excellent post on confirmation bias from Abnormal Returns.  Conducting research and not getting locked into opinions based on the research is one of my personal trading challenges.
Greg Mankiw on tax rates and the incentive to work.  
A number of traders I've met are not aware of the fine educational opportunities offered by the Chicago Mercantile Exchange.  Lots of courses and online resources.
Talk about online education, John Conolly's Teach Me Futures site offers a number of archived events.
I find Trader Mike's recaps to be a nice example of post-market homework.
Jon Tait apparently follows the Summation Index...I'll take a close look and post if I see anything juicy.
 

Market Context:
Thanks to Russ, who points out that the Homebuilders ETF continues to make fresh lows.  Hard to imagine this being a plus for economic growth...perhaps a reason we're seeing an easing of interest rates.  Meanwhile, oil and gold continue their ascent and stocks retraced their Tuesday rally.  As noted in TraderFeed, the historical bias going into today was bullish.  When markets don't live up to their historical norms, they're telling you something.
 

Market Summary:  

Wednesday's session traded lower from the open and continued to the downside for much of the day, bouncing a bit toward the end of the session.  We closed below the day's average price of ES 1272.5, returning us to a bearish short-term trend.  The Power Measure was in negative territory most of the day, reflecting the persistent downtrend.  Selling dominated Buying among large caps, with the Institutional Composite ending at -169.  We also saw a dominance of selling in the broad market, with the Adjusted TICK finishing at -256.  Demand fell to 36; Supply rose to 118.  New 20 day highs fell to 793; new 20 day lows fell slightly to 708.  Among the large caps in my basket, we're seeing quite a bit of deterioration.  Four finished in intermediate-term uptrends; 11 in downtrends; and 2 neutral, for an Institutional Momentum score that dropped to -640.  We need to make lower lows and expand the number of stocks making fresh 20-day lows to sustain a short-term downtrend.  I'm watching that closely, given that we did not expand new lows in Wednesday's trade.

 

July 12, 2006
Market Ideas:
TraderFeed finds a pattern that has fallen victim to changing cycles...and one that hasn't.
This post from Henry Carstens will teach you volumes about how successful people think.
And this Henry post will teach you volumes about how successful traders think.
Adam Warner adds to the changing cycles theme with solid observations.
Where the edges are: hedge fund strategies that have been more and less successful--another excellent post from CXO Advisory.
Insights about Proshares from the prolific Barry Ritholtz.
Nice quantification of an informal observation I made in yesterday's blog entry: much of the recent market weakness has been localized to the technology sector.
 

Market Context:
Here's the same pattern shown yesterday, but with a different time frame: one-minute bars instead of 15 minute bars.  This setup is generally present every day, albeit on differing time frames.
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Market Summary:  

Tuesday's session started the day weaker, then rallied strongly into the close.  We closed well above the day's average price of ES 1273, initiating a short-term uptrend.  The Power Measure closed very strongly positive, indicative of a strong trending move.  Net Institutional Buying and Selling among large caps were relatively even, leaving us with an Institutional Composite of -78 by the close.  Buying was much more solid in the broad market, with the Adjusted TICK ending the day at +425.  Demand rose to 64; Supply was 92--surprising lack of upside momentum for a day that finished so strong.  New 20 day highs rose to 859; new 20 day lows expanded to 724--again not an impressive margin.  Within my basket of large caps, there was momentum deterioration: 6 finished in intermediate-term uptrends, 9 in downtrends, 2 neutral, and an Institutional Momentum score that dropped to -160.  We need to see the followthrough to the rally; so far the participation in the strength has been selective.  Although we are poised to test the post Fed announcement highs in a number of sectors (and indeed have exceeded those levels in the consumer staples), many sectors (technology and even small caps) are lagging here.  

 

July 11, 2006
Market Ideas:
TraderFeed looks at a bullish pattern but finds evidence of changing cycles.  There will be a new post before the Tuesday open.
Abnormal Returns has an interesting link re: positive psychology.
Here is the Trading Markets article on the SOX and momentum lifecycles in the market.
Ron Sen outlines the bear case from an intermarket perspective.
Ticker Sense has started a polling feature and finds participants bearish.
Great quote from Paul McCulley via John Mauldin:
Yes, inflation targeting is fine. Myopic inflation targeting is not. Asset prices matter, and not just in the context of their influence on aggregate demand relative to aggregate supply and, thus, inflation. Asset prices matter in their own right, because wild swings in asset prices, even in the context of "stable" goods and services inflation, are a source of both volatility and maldistribution in investment.
FWIW, it's been a while since I've seen someone make a strongly bullish case for the market.
 

Market Context:
Here's the kind of intraday countertrend pattern I find setting up with some frequency:
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Market Summary:  

Monday's session opened strong, only to fall back during the afternoon before rebounding in the latter part of the day.  We closed near the day's average price of ES 1278, returning us to a neutral trending mode.  The Power Measure is showing lower highs and higher lows, creating a pattern from which a breakout move is likely.  Selling dominated weak buying in the large caps, with the Institutional Composite ending at -184.  Bulls and bears were more evenly split in the broad market, with the Adjusted TICK ending at -40.  Demand rose modestly to 49; Supply dropped to 62.  New 20 day highs fell to 776; new 20 day lows rose to 558.  Among the large caps in my basket, 11 finished in intermediate-term uptrends; six in downtrends, with an Institutional Momentum score of +20.  That score is pushed down significantly by a few tech-related components, as we continue to see NASDAQ weakness.  I'm concerned about the mounting new lows.  We need to see the markets hold their Monday bottoms; if they can't do that, I'd expect a pickup in selling. 

 

July 10, 2006
Market Ideas:
TraderFeed finds lessons in boom and bust in the SOX.  There will be an update to the blog prior to the Monday open.
Trader Mike reviews sectors and stocks and finds the SOX in a death spiral.
Great post on gaps in our knowledge from The Big Picture.
Jubak on stagflation and why central banks have missed the inflation picture.
Interesting contrary view on Boeing from Markman.
 

Market Context:
From Iceland to Bahrain to Ukraine to South Korea to Pakistan to Vietnam: I've been reviewing a number of the world's less visible equity markets and not all have recovered in a healthy way from the May-June swoon.  Resource-based markets--Russia and South Africa--have bounced back better than their less raw material-endowed counterparts.  What looks like a normal correction in many first world markets looks more bearish elsewhere.  The same dynamic is occurring within U.S. equities, as certain sectors (consumer staples, energy) look far healthier than others (NASDAQ, semiconductors, health care).
 

Market Summary:  

Friday's session showed persistent weakness, as we closed below the day's average price of ES 1278.5, creating a short-term downtrend.  The Power Measure closed in negative territory, reflecting the day's steady selling.  Among large caps, Institutional Buying was moderately weaker than normal at -253; Institutional Selling was about average at -49, giving us an Institutional Composite of -87 on the day.  Overall, intermediate-term new highs among the large caps have been tepid.  Selling dominated the broad market, with the Adjusted TICK at -239.  Demand fell to 37; Supply rose sharply to 111.  New 20 day highs fell to 853; new 20 day lows rose to the highest level since 6/28 at 482.  My Institutional Momentum index fell to -100, a significant deterioration as 8 stocks are in intermediate-term uptrends, 7 in downtrends, and 2 neutral.  As long as we make new price lows day over day and expand the number of stocks registering fresh 20-day lows, the short-term trend will remain in the bear's camp.

 

July 9, 2006
Market Ideas:
TraderFeed examines option volatility in the QQQQ and finds short-term patterns of note.
Several new postings to the Articles page; the article archive goes back to January, 2004.
The Trader Performance page reflects on several topics, including the interplay between explicit and implicit knowing in trading.
Not for the faint at heart: TSX Venture Stock list from Stock Logical.
This is a great example of thinking in portfolio terms: stress-testing your trading models.
 

July 8, 2006
Market Ideas:
TraderFeed continues the look at time as an indicator by evaluating the aging of market cycles.
Here's the Trading Markets article on time as an indicator.
WTF?!  That's my reaction every time I get requests to publicize half-baked products and services on my websites.  Nice to know I'm not alone in my reaction.  
Worthwhile resource: annotated Wall St. Journal content.
The boundary between stock and futures trading will continue to get fuzzier; relevant post on ETF leverage via Proshares.
Remember the movie Terminator, in which machines take over the world?  Here's your competition in the market.
I like blogs that model a thinking process in the markets, even (or especially) when it's not my thinking process.  Here's an offering from Jim Wyckoff.
 

Market Context:
The NASDAQ 100 Index has basically eroded the gains following the Fed announcement, and the Semiconductor Index ($SOX) is actually making new lows.  As an old article of mine pointed out, this generally does not augur well for the broad market.
 

July 7, 2006
Market Ideas:
TraderFeed uses time as an indicator to show how markets confound human nature.
My upcoming Trading Markets article will extend the look at time as a market indicator.
More good links from Trader Mike, including bullish indications from the Commitment of Traders Report re: the NASDAQ 100 Index.
Jon Tait has reopened his writing contest.  Great theme inspired by Niederhoffer: how traders ultimately are paid for the risk they take.
My sentiments exactly:  what to not like in trading websites.
ETFs as the wave of the future for individual investors: I think MaoXian has it right.
 

Market Context:
Since the 6/13 bottom, we've bounced most in the sectors that had been weakest, but other sectors clearly lag:
Energy stocks (XLE) up about 14%;
Technology stocks (XLK) up about 3%;
Gold (GLD) up about 11%;
Healthcare stocks (XLV) up about 1%;
Emerging markets (EEM) up about 15%;
Financial stocks up about 3%;
Interest rates ($TNX):  Up from 4.96% to 5.19%
 

Market Summary:  

Thursday's session remained in the recent trading range, as we closed near the day's average price of ES 1283.5 and continued the neutral trending mode.  The Power Measure closed in negative territory, but off its lows, reflecting late but relatively modest selling.  Once again, Institutional Buying was below normal, but Institutional Selling was far below average, creating an Institutional Composite reading of +124.  Buying pressure was a bit more robust in the broad market, with the Adjusted TICK ending at +334.  Demand rose to 67; Supply fell to 44.  New 20 day highs rose to 1096; new 20 day lows were 365.  Among the stocks in my large cap basket, 12 finished in intermediate-term uptrends, 4 in downtrends, and 1 neutral.  This gave us an Institutional Momentum reading of +340.  We continue to consolidate, but--so far--overall buying has been positive in the broad market and selling is not bringing an expansion of new lows.

 

July 6, 2006
Market Ideas:
TraderFeed looks at what happens when the number of stocks making 20-day highs itself makes a 20-day high.
Due out in November, this book by David Aronson promises to be an excellent application of statistical concepts to technical analysis.  
Here's a contrary view of economic tightening in Japan based upon the bank stocks.
Adam Warner offers his own skepticism re: the ever-popular VIX.
Interesting perspective on rates and the presidential cycle from Barry Ritholtz.
 

Market Context:
Interest rates up, stocks down: Historical analyses provide a context for trading, but the current context always trumps the past.  Once rates were up and a large proportion of stocks opened down, the question became: What are the odds that we'll take out the lows from the past two days?  As it happens, given the breadth of the early weakness, the odds were quite good, setting up a short trade.  The markets provide moving targets by shifting patterns in real time.  This is a most important concept: the most recent patterns exert the greatest influence over the market's near-term performance.
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Market Summary:  

Wednesday's session opened lower on rising rates and concern over North Korea before bouncing higher in the afternoon.  We closed near the day's average price at ES 1278.5, starting a neutral short-term trend.  The Power Measure ended in neutral mode, having made a peak at lower price levels in the afternoon.  Buying among large caps was much weaker than usual at -857; Selling was above average at -293.  The resulting Institutional Composite of -527 was quite tilted to sellers.  In the broad market, we had our first selling day in five sessions, with the Adjusted NYSE TICK at -178.  Demand fell to 32; Supply rose considerably to 125.  New 20 day highs fell to 872; new 20 day lows rose to 363.  Interestingly, despite the bounce off the recent lows in the wake of the Fed announcement, we're still seeing more stocks at 65-day lows than highs.  Among the large caps in my basket, 11 are trading in intermediate-term uptrends; 6 in downtrends.  This gives us an Institutional Momentum reading of +180.  Monday's highs and Wednesday's lows define a short-term trading range; we'll need to see an expansion of new lows/highs accompanying tests of those levels to enter a directional trending mode in the short run.

 

July 5, 2006
Market Ideas:
TraderFeed offers one guess as to how The Onion might cover the markets.
Someone recently asked me what I watched on my screen while the market trades.  I told him I was partial to Adam Polina's video of My Morning Jacket's "One Big Holiday", with the guitar work cranked to the max.  Of course he didn't believe me.  Sigh.
A different kind of video is offered by Brian Shannon's Alpha Trends site, which reviews the recent action in the NASDAQ 100.  Very effective integration of video into a blog, even without the guitar work.
Bill Cara's midyear perspective, with intermarket analyses making the case that we saw the bull market peak in May.
Humble Money on the value of archiving your ideas.
Abnormal Returns, with interesting links on valuations and the significance of VIX spikes.
 

Market Context:
Since 2004, every intermediate-term decline in the S&P 500 (including the recent one in June) terminated with approximately 40 stocks making fresh 52-week lows.  Clearly, it's going to take more than 8% of stocks in an index making new lows to get a bear market going.  What makes this market interesting is that each of the recent intermediate-term highs has been occurring with fewer S&P 500 stocks making fresh 52-week highs.  By the time we hit our May peak, fewer than 80 SPX stocks were making their annual highs.  The big question for this recent market rise is whether the bull broadens out or remains increasingly selective.
 

Market Summary:  

Monday's holiday-shortened session continued recent strong buying, as we closed above the day's average price of ES 1284.5 and sustained the short-term uptrend.  The Power Measure closed very strong, reflecting strong price action through most of the session.  Once again, Institutional Buying was weaker than normal, but Selling was much lighter than usual (this is not an unusual pattern during a holiday session), giving us an Institutional Composite closing reading of +242.  For the third consecutive session we saw strong buying in the broad market (see the TraderFeed entry on this topic), with the Adjusted TICK at +954.  Demand fell to 65; Supply dipped to 24.  New 20 day highs rose to 1541; new 20 day lows fell to 175.  Among the large caps in my basket, 13 are now trading in intermediate-term uptrends--quite a positive shift--and 4 in downtrends, for an Institutional Momentum score of +480.  This is the highest reading in well over a month.  As long as we continue to make higher highs and expand the number of issues registering fresh 20-day highs, the short-term trend remains up.

 

July 4, 2006
Market Ideas:
TraderFeed notes three consecutive days of buying pressure and what typically occurs thereafter.
Here is the article on writing a market blog.
"An abundance of research has shown that human beings are conservative processors of fallible information. Such experiments compare human behaviour with the outputs of Bayes's theorem, the formal optimal rule about how opinions... should be revised on the basis of new information. It turns out that opinion change is very orderly, and usually proportional to numbers calculated from Bayes's theorem - but it is insufficient in amount. A convenient first approximation to the data would say that it takes anywhere from two to five observations to do one observations' worth of work in inducing a subject to change his opinion." - Ward Edwards, quoted by James Montier in The Limits to Learning, an excellent summary of behavioral finance findings.
Very thoughtful account from the QuantLogic site re: how hedge funds load up on similar risks in an effort to generate superior relative returns.
The DK Report notes buying across asset classes (see below).
Nice observation from The Shark Report on the tendency of small cap issues to lead the way at market turns.
 

Market Context:
The recent turnaround in equities has corresponded to a resumption of a rise in commodities.  Here are gold, oil, and stocks from May to the present.  The stock market appears to fear recession (and interest rate rises) more than inflation (and a falling dollar):
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July 3, 2006
Market Ideas:
TraderFeed reviews momentum effects in the Adjusted NYSE TICK data.
My upcoming Trading Markets article looks at what it takes to write a trading-related blog.
Fifteen stocks from an interesting screen developed by Marty Zweig and updated by Harry Domash.
Carl Swenlin makes a short-term case for the bulls.
Bill Fleckenstein makes the bear case, based on housing.
Barry Ritholtz has found a fascinating visual representation of websites.  
 

Market Context:
Here is the recent history of the five-day Adjusted TICK, as described in the TraderFeed entry:
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Market Summary:  

Friday's market consolidated the big gains from Thursday, as we closed near the day's average price of ES 1282 and sustained the short-term uptrend.  The Adjusted TICK was again strong at +745, indicating broad buying in the market.  The Institutional Composite, at +40, reflected below average selling and below average buying among large caps.  Demand was 110; Supply was 36.  New 20 day highs rose to 1443; new 20 day lows were 345.  Among large caps in the basket, 10 traded at intermediate-term uptrends, 7 in downtrends, for an Institutional Momentum score of +220.  We remain above the recent trading range with solid buying pressure.  As long as that's the case, the short-term trend is bullish.

 

July 2, 2006
Market Ideas:
TraderFeed finds both an upside and downside edge in a sensitive market indicator.
The Trader Performance page examines qualitative market cycles as a conceptual basis for trades.
Some links to interesting Fed perspectives at Abnormal Returns.
As my TraderFeed post illustrates, I have consistently found better edges from unique market measures (indicators not widely available or known to the public) vs. traditional indicators.  Apparently mutual funds also profit from private information, CXO Advisory notes.
Interesting...clean energy stocks lead market performance year-to-date.  After that, transportation stocks, gold, and oil service issues have been strong.  Technology stocks are the laggards.
Nice view of the performance of U.S. traded stocks from India and from China from the excellent Seeking Alpha site.  If you're looking for volatility, you've got it in these shares.
 

Market Context:
Cumulative Demand/Supply Index readings above +40 have brought negative five-day returns going back to 2002.  Readings below zero have been quite bullish.  Note our rapid rise to +50.
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July 1, 2006
Market Ideas:
TraderFeed examines days with high Institutional Buying and a short-term pattern of future results.
More on why traders lose discipline. 
A reader was kind enough to pass along a positive mention of the Investor/RT software.  It appears to be comprehensive and flexible.  I'll be checking out in greater detail in the near future.
John Mauldin, with a contrarian view of what the Fed is up to.
Very interesting development: the Trade-Ideas software is looking to not only scan for market patterns, but find those that are most profitable--a nice way of staying on top of changing market cycles.
Ticker Sense, with a perspective on the Fed's intentional inversion of the yield curve.
The Big Picture shares the views of Martin Pring on a different way to assess historical bubbles in the market.
 

Market Context:
Nice illustration from Decision Point of how breadth of market weakness--a low % of SPX stocks above their 50 day moving average--has captured recent intermediate-term bottoms.
[image: image15]
 




