September 30, 2004 

The market stayed well above previous day's lows during early selling and proceeded to trade higher through much of the day, moving to the upper end of the trading range referenced yesterday.  The day's TWAP of ES 1111 was nicely ahead of Tuesday's level.  During the past five sessions, the TWAP has been 1111, 1112, 1106, 1107, and 1111.  We need to see a move above Wednesday's highs with an expansion in the number of stocks making fresh new highs to establish a bullish trend; a move below ES 1109 with an expansion of new lows would target the lower end of the recent range.  The Institutional Composite finished at a relatively neutral -64; Demand rose to 101; Supply was 44.  The adjusted TICK ended at -118.  New 20 and 65 day highs ended at 936 and 576--not as robust as the rally might have led one to believe--and new 20 and 65 day lows dropped to 548 and 170.  At slightly over 13, note that the VIX is at a level that has corresponded to recent short-term market peaks.   

September 29, 2004 

A morning drop failed to expand the number of stocks making fresh 20 day lows, setting up a strong rally in the afternoon that left us with a neutral short-term trend.  Tuesday's TWAP of ES 1107 was slightly ahead of Monday's level, and buying pressure was evident from the adjusted TICK of +335.  Large market participants were net sellers on the session, however, with the Institutional Composite closing at -412.  Demand finished the day at 88; Supply ended at 45.  New 20 and 65 day highs rose to 878 and 585; new 20 and 65 day lows finished at 837 and 234.  A break above ES 1115 that expands new highs would turn the short-term trend bullish; a drop below Tuesday's lows that expands new lows would return us to a bearish mode.  I would tend to fade moves to the range extremes that do not expand new highs/lows. 

September 28, 2004 

Monday's market continued the short-term downtrend, with significant selling on the day.  The Institutional Composite finished at -482 and Demand was swamped by Supply, 26 to 127.  The adjusted NYSE TICK ended the day at -441, and Monday's TWAP of ES 1106 was well below Friday's level.  For the first time since mid-August, 20 day new lows outnumbered new highs:  1018 to 708.  Sixty-five day new highs were 453; new lows rose to 304.  Selling bounces that remain below ES 1108 is the operative strategy.   

September 26/27, 2004 

Friday's market was rangebound, failing to erase the bearish short-term trend.  The day's TWAP of ES 1112 was little changed from Thursday's level.  Large market participants were net sellers for the third day running, with the Institutional Composite ending the day at -240.  The adjusted TICK of -150 was moderately skewed to the sell side.  Demand finished the day at 50; Supply at 53.  New 20 and 65 day highs rose to 876 and 521; new 20 and 65 day lows fell to 565 and 162.  We need a break below ES 1107 with expanding new lows to continue the downtrend; for now, selling bounces that remain below ES 1115 is the operative strategy--particularly if those bounces fail to expand new highs. 

Continued signs of weakness are evident in the Cumulative Demand/Supply Index, the Institutional Composite, Money Flow, the Cumulative NYSE TICK, and the New Highs/Lows for my basket of stocks.  On a shorter term basis, weakness can be seen in the tally of stocks making intraday new highs/lows and especially in my index of Cumulative New Highs/Lows.  I don't think it's an accident that this is occurring against a backdrop of a weak dollar, falling interest rates, and rising oil prices--all of which hardly speak to economic vitality. 

September 25, 2004 

This week's article takes a look at risk management and how it affects both trading and life. 

September 24, 2004 

Thursday's market continued the downside trend from the day previous, as bounces in the NYSE TICK proved to be good short-term selling opportunities.  The TWAP of ES 1111 was below Wednesday's level, and we closed once again below that level.  Selling pressure was strong, though not as intense as Wednesday.  The adjusted TICK closed at -361 and Demand lagged Supply 39 to 67.  Large market participants were net sellers, with the Institutional Composite finishing at -380.  New 20 and 65 day highs dipped to 780 and 463; new 20 and 65 day lows rose to 634 and 185.  Selling bounces below ES 1113 remains the operative mode. 

September 23, 2004 

We started Wednesday with overnight weakness, and this continued early in the day, taking the market well below its TWAP and then to the bottom of the recent trading range at ES 1120.  When that level could not hold, sellers entered in force, new lows expanded, and our short-term trend turned decidedly bearish.  The day's TWAP of ES 1116.5 was well below Tuesday's level, and we closed lower still.  Bounces that remain below that level remain candidates for selling. 

The indicators reflect the serious selling and trend shift.  Demand closed the day at 22; Supply rose to 146.  The Institutional Composite, reflecting activity among large traders, was a dismal -647.  The adjusted NYSE TICK was similarly reflective of selling at -791.  New 20 and 65 day highs dropped to 801 and 497; new 20 and 65 day lows shot up to 598 and 177.  This is the highest number of new 20 day lows since the August bottom.  It is not unusual to see bounces from oversold markets, but as long as we stay below the bottom end of the recent trading range (ES 1120), I am treating the intermediate-term trend as bearish also. 

September 22, 2004 

Tuesday's market started the day higher and selling could not keep prices below Monday's TWAP, setting up buying strength in the afternoon.  Late in the day, selling entered the market as we made nominal new highs on several averages that were not confirmed by the number of stocks registering fresh new highs.  The day's TWAP of ES 1128 was ahead of Monday's level, and buying was evident from the adjusted TICK level of +233.  Demand rose to 65; Supply fell to 38.  Large market participants were also net buyers, with the Institutional Composite ending the day at +213.  New 20 and 65 day highs were 1705 and 867; new 20 and 65 day lows were 299 and 102.  The short-term trend is bullish, but any tests of Tuesday's highs should be accompanied by an expansion in the number of stocks making new highs if the trend is to continue.   

September 21, 2004 

The market on Monday started the day lower and ended at the lower end of its three day range.  The day's TWAP of ES 1124 was below Friday's level.  The TWAP values for the past six days have been 1127, 1128, 1123, 1125, 1128, and 1124.  This narrow range will eventually produce a tradable breakout move, but as always this will have to be confirmed by an expansion in the number of stocks registering new short-term highs or lows.   

Large market participants were sellers for the third day in the past four, with the Institutional Composite at -110.  Demand finished the day at 32; Supply at 80.  New 20 and 65 day highs dropped to 1100 and 614; new 20 and 65 day lows expanded to 436 and 162.  This is the highest level of new 20 day lows since mid-August.  The adjusted NYSE TICK was a weak -586; note how the Cumulative TICK has been a relatively successful intermediate-term timing tool.  A drop below ES 1120 that expands the number of stocks making new lows would take us from the current neutral range and turn the trend bearish; a move above ES 1127 that expands new highs would turn the short-term trend bullish.   

September 19/20, 2004 

Friday's market encountered early selling pressure, but could not drop below its previous day's lows, often a harbinger of later moves to revisit the highs.  That, indeed, happened, though  upside breakout thrust was lacking.  Friday's TWAP of ES 1128 was ahead of Thursday's level, putting us in a bullish short-term trend where buying dips that remain above ES 1124 is the operative early strategy.  I am looking with skepticism at tests of Friday's highs that do not expand the number of stocks registering fresh short-term highs.

One of the factors that has me viewing this as a topping market is the tepid participation of large market traders.  The Institutional Composite closed at -164, and has gone basically nowhere in the past eight trading sessions.  The same can be said for the adjusted NYSE TICK, which closed at -345.  Tepid is also the word for the Demand/Supply Index; Demand finished the day at 50; Supply at 60.  New 20 and 65 day highs rose to 1705 and 867; new 20 and 65 day lows were 299 and 102.  In short, I am respecting short-term upside price persistence, but doubting the longer-term viability of the upside. 

September 18, 2004 

The most robust trading moves in the currency market occur when there is a trending move of the dollar against a range of currencies.  This week's article looks at one way to gauge moves in the Euro vis a vis other dollar crosses. 

September 17, 2004 

Buying pressure started early in the day as worst-case scenarios did not unfold for Hurricane Ivan, and when selling finally came in, the averages held above their previous day's lows.  The S&P returned to a neutral trend reading, bracketed by Thursday's highs and lows.  The day's TWAP of ES 1125 was slightly ahead of Wednesday's level.  A drop below ES 1120, especially if accompanied by an expansion of stocks making fresh new lows, would turn the short-term trend bearish; a rise above ES 1127 that expands new highs would take the short-term trend bullish. 

Buying in the broad market was strong, with the adjusted TICK finishing at +551.  Large market participants, however, were relatively neutral in their behavior, with the Institutional Composite ending the day at +24.  Demand finished at 80; Supply at 28.  New 20 and 65 day highs expanded to 1320 and 691; new 20 and 65 day lows dropped to 273 and 120.  I continue to view the market in a topping pattern, as we see new highs lagging the levels registered on September 1st.  As an aside, note the falling Money Flow figures, which have lagged throughout the market rally; clearly large caps have underperformed during this most recent market rise. 

September 16, 2004 

Persistent, though not intense selling through the day brought the market through the range noted yesterday, creating a bearish short-term trend that leaves us selling bounces that remain below the ES 1123 TWAP.  The adjusted NYSE TICK finished the day at -386; the Institutional Composite (tracking large trader behavior) also showed selling at -281.  Demand ended the session at 26; Supply was 79.  New 20 and 65 day highs fell to 906 and 467; new 20 and 65 day lows rose to 360 and 132.  Weakness was also evident in the new highs/lows in my basket of stocks.  Note how peaks in the new highs for the basket have reliably led price peaks. 

September 15, 2004 

Intensified selling pressure across the broad market on Tuesday weakened a number of the indicators, even as prices tested the highs on the ES, with the TWAP finishing slightly ahead of its previous day's level at 1128.  The adjusted TICK finished at -421, with Demand ending the day at 32 and Supply finishing at 63.  Large market participants were net buyers, with the Institutional Composite hitting +150 by day's end.  New 20 and 65 day highs dropped to 1304 and 584; new 20 and 65 day lows expanded to 305 and 132.  Altogether, the market's short-term trend is neutral, which places us in a trading range framed by the lows and highs of the past two days.  Moves to the range extremes--around ES 1131 and 1123--that fail to expand the number of stocks making fresh short-term highs/lows should be viewed as candidates for fading; breakouts that expand new highs/lows will likely set the next short-term directional trend. 

September 14, 2004 

Monday nicely illustrated why it is important to not get married to a market opinion.  As I wrote in the previous entry, I was skeptical of the recent market upmove.  Still, price was moving higher and the bottom line was "for now we must respect price movement and count the short-term trend as bullish as long as we stay above the prior TWAP range."  Well, we stayed above that range in morning trading and pushed higher in the afternoon before selling entered in the afternoon.  Monday's TWAP of ES 1127 was well ahead of Friday's level, further attesting to the short-term uptrend.  This keeps us buying market dips above ES 1123. 

Late day selling was significant, pushing the adjusted TICK to -143 on the day.  Demand ended the day at 51; Supply at 46.  New 20 and 65 day highs rose to 1980 and 819; new 20 and 65 day lows also expanded to 289 and 131.  The Institutional Composite finished at a relatively neutral -97.  NASDAQ and small-cap stocks continue to outpace the large caps; I don't expect a change in market trend until weakness shows up in those sectors.  

September 12/13, 2004 

Friday's market started lower, but could not expand new lows at the lower end of its recent range, so once again we moved to the upper end of that range, with NASDAQ and small cap stocks leading the way.  This time, however, we broke above the range in afternoon trading, closing well above the TWAP of ES 1120.  Recall that the last several days' TWAP readings have varied between ES 1116 and 1120.  If the afternoon upside breakout is for real, we should not reenter that range.  For reasons I enumerate below, I am skeptical of the lasting power of the upmove, but for now we must respect price movement and count the short-term trend as bullish as long as we stay above the prior TWAP range. 

There was good buying pressure on Friday, with the adjusted TICK finishing the day at +297.  Large market participants were also net buyers, with the Institutional Composite ending at +284.  Demand finished the day at 55; Supply at 42.  Those are not especially robust figures on a breakout move.  New highs/lows were even less robust; while new 20 and 65 day highs ended at 1549 and 688 and new 20 and 65 day lows fell to 249 and 124, these levels are well below the readings earlier in the week and during the prior week.  I would not say the short-term bull trend is endangered, however, unless we see new 20 day lows exceed the 321 figure from 8/31. 

Some of the better intermediate timing measures are looking toppy.  These include the Intermediate Power Index, the Cumulative TICK, the Cumulative Demand/Supply Index, and the Institutional Composite.  Other measures have weakened.  These include new highs/lows for my basket of stocks and for the broader market, Money Flow, and the short-term Power Measure.  This combination of factors leads me to doubt that we will see new bull market highs on most indexes on this move.  A break below Friday's lows, expanding the number of stocks registering fresh short-term lows, would turn the short-term trend bearish.  Continued upside movement, remaining above the TWAP range and especially expanding new short-term highs among stocks, would sustain the short-term uptrend. 

September 11, 2004 

Lots of books and articles try to convince us of how to make money trading.  This week's article focuses on the (perhaps more important) topic of how to lose money in the markets.  Other articles are archived here; the August and earlier Weblog entries can be accessed via the links above. 

September 10, 2004 

Thursday's market broke below the previous day's lows on the large-cap indexes in morning trade, but prices generally held on the NASDAQ and Russell.  With new lows not expanding--a key test of any breakout attempt--the markets rallied in the afternoon, led by those smaller caps.  The TWAP of ES 1118 was slightly below the prior day's level.  Most important, the TWAP readings from the past four days have been 1116, 1120, 1119, and 1118.  Clearly, we are in a neutral trading range, as emphasized in yesterday's entry.  Attempts to break out of the range that do not expand the number of stocks making fresh short-term highs or lows are likely to be reversed.  Conversely, when we do get a valid breakout move, it should have some legs.  For reasons that I'll cover in the weekend summary, I believe the odds favor an eventual break to the downside.

Thursday saw net buying, with the adjusted TICK finishing at 244.  Demand ended the day at 61; Supply at 45.  New 20 and 65 day highs fell to 1458 and 286; new 20 and 65 day lows ended at 286 and 153.  Large market participants were modest buyers, with the Institutional Composite ending the day at +106.  This is the fourth day out of five that we have seen net buying from the large traders; the fact that the buying is not pushing the market to new highs is one factor that has me questioning the upside potential here.  Meanwhile, we have the neutral short-term trend to contend with as the narrow range produces choppy trading.   

September 9, 2004 

The market yesterday traded in a relatively narrow range, shifting our short-term trend to neutral.  This places us in a breakout range market.  Moves above yesterday's highs that expand the number of stocks making fresh short-term highs would continue the uptrend; moves below ES 1116 that expand stocks making new lows would shift the trend to bearish.  Moves to either extreme that fail to expand new highs/lows, can be faded as part of the trading range.

Wednesday's TWAP of ES 1119 was slightly below the previous day's level.  There was net selling on the day, both within the broad market (adjusted TICK = -232) and among large traders (Institutional Composite = -154).  Demand finished the day at 27; Supply at 66.  New 20 and 65 day highs fell to 1487 and 650; new 20 and 65 day lows rose to 306 and 171.  Both Demand/Supply and the New Highs/Lows suggest weakening in the broad market. 

September 8, 2004 

Tuesday's market continued the short-term uptrend, as the day's TWAP rose for the fifth consecutive session, to ES 1120.  Large market participants were net buyers on the day, with the Institutional Composite closing at +135.  Demand finished at 58; Supply ended the day at 34.  The adjusted NYSE TICK closed at a strong +410, reflecting buying across the broad list of stocks.  New 20 and 65 day highs expanded to 1992 and 859; new 20 and 65 day lows also rose, to 263 and 159.  We continue in the mode of buying dips, as long as the dips remain above ES 1116 without expanding the number of stocks registering fresh short-term lows. 

September 6/7, 2004 

Friday's market made a stab for new highs early in the day before trailing off on the heels of higher interest rates and a stronger dollar.  Seeing how the market responds to moves in the dollar, interest rates, and oil can be very helpful in gauging themes for the day's trading.  These themes shift over time, much like a composer's themes will appear and evolve during a symphony. 

The short-term trend remains bullish, with Friday's TWAP of ES 1116 well above Thursday's level.  We saw net selling on the day, however, with the adjusted TICK at -395.  What buying was there came in part from large market participants, who kept the Institutional Composite in positive territory at +110.  Importantly, the rise over the past week has come almost exclusively from reduced selling by large players; not aggressive buying.  This could make the market vulnerable to negative news events and economic reports.

Demand finished the day at 28; Supply at 59, suggesting a loss of upside momentum within the broad list of stocks.  New 20 and 65 day highs dropped to 1511 and 600; new 20 and 65 day lows rose to 220 and 135.  A rise in 20 day new lows above the 321 registered on 8/31 would call the uptrend into question.  Tests of the recent highs that do not expand the number of stocks making fresh short-term highs are suspect; a drop below Friday's lows would likely turn the short-term trend bearish if accompanied by the aforementioned expansion of new lows. 

September 4, 2004 

This week's article takes a look at trading the Euro currency futures with two of the Weblog measures.  Next Weblog entry will be Monday.  Have a great Labor Day holiday!   

September 3, 2004 

Thursday's market broke out of a tight range in the afternoon, continuing its short-term uptrend.  Buying was strong, with the adjusted TICK at +565, and the day's TWAP of ES 1112 well outpaced Wednesday's level.  Large market participants were net buyers, with the Institutional Composite at +252.  Demand finished the day at 67; Supply at 25.  The number of issues making new short-term highs among my basket of stocks rose to a new high.  Overall, however, new 20 and 65 day highs dropped to 1732 and 727, respectively; new 20 and 65 day lows also dropped to 185 and 113.  We continue in a short-term uptrend where buying dips is the overall strategy; it is difficult to fade a market that is producing higher highs, higher lows, and a continued positive Demand/Supply balance. 

September 2, 2004 

The market on Wednesday held on its initial dip, pushing higher in the morning, continuing the short-term uptrend.  This was disrupted in the early afternoon by a news event and, though the averages regained their prior price levels, many of the Weblog indicators were not back to their previous levels.  This means that, while the short-term trend remains bullish, moves to new highs that are not accompanied by an expansion in the number of stocks registering fresh short-term highs should be viewed with suspicion.

Wednesday's TWAP of ES 1105 was well ahead of Tuesday's pace.  The adjusted NYSE TICK was a neutral 19, and Demand swamped Supply 104 to 28.  New 20 and 65 day highs soared to 2111 and 911, respectively, while new 20 and 65 day lows contracted to 209 and 140.  Large market participants were mild sellers during the day, with the Institutional Composite finishing the day at -139.  As long as we continue to make higher highs and expand the number of stocks making new short-term highs, with Demand exceeding Supply, the short-term trend remains bullish and buying dips is the operative trading mode. 

September 1, 2004 

Tuesday's market broke below Monday's lows, but the number of stocks making new short-term lows--as captured by the Intraday New Highs/Lows--dried up on the decline, giving way to a fierce afternoon rally.  The day's TWAP of ES 1099 was below Monday's level, but we closed well above that point.  By the end of the day, the adjusted NYSE TICK was +219, reflecting strong buying pressure in the afternoon.  The Institutional Composite, tracking the behavior of large market players, also finished positive at +230.  Demand finished the day at 66; Supply at 52.  New 20 and 65 day highs expanded to 1257 and 702; new 20 and 65 day lows also expanded to 321 and 205.  The short-term trend is bullish, reflecting the sizable rally, making a buying of dips the operative intraday strategy.  As long as new lows do not expand below Tuesday's levels, the short-term uptrend should remain intact.

