October 31, 2004 

Friday's market briefly traded at higher highs before selling off and consolidating for most of the afternoon.  Our short-term trend remains bullish, with the day's TWAP of ES 1128 exceeding Thursday's level--a fifth consecutive rise.  The Institutional Composite closed at +335, indicating strong buying interest from large market participants.  The adjusted TICK of -6 was neutral, as was Demand/Supply.  Demand finished the day at 59; Supply was 48.  New 20 and 65 day highs dipped to 1138 and 794; new 20 and 65 day lows also dropped to 387 and 126.  This week's article discussed the use of new high/new low statistics in gauging shifts in market trends.  Note how a drying up of new 10 hour lows and then an expansion of new 10 hour highs marked the shift to the recent uptrend.  We would need an expansion of new 10 hour lows to identify a turn to a short-term downtrend.  At present, however, buying dips that remain above ES 1125 is the operative mode.

October 30, 2004 

This week's article is a short guide to the Weblog measures and how I interpret them.  My hope is that this helps traders make maximum use of the numbers I provide.

October 29, 2004 

The market moved higher on Thursday after early selling dried up.  The day's TWAP of ES 1125 was once again well above the prior day's level, giving us four straight days of increasing average prices.  Buying was again in evidence, with the adjusted TICK finishing at +159.  Large market participants were net buyers, with the Institutional Composite at +236.  Demand dropped to 59; Supply was 65--a surprisingly weak figure for an up day.  Similarly, new 20 and 65 day highs actually fell, finishing at 1266 and 876.  New 20 and 65 day lows also dipped to 439 and 150.  While these figures suggest some waning momentum to the rise, the short-term trend remains bullish, and buying dips that remain above the TWAP is the strategy for the morning.  I would be cautious about chasing any moves to new highs that do not expand the number of stocks making fresh short-term highs, given the decreasing momentum.

October 28, 2004 

The upward trend continued on Wednesday, as we remained above the TWAP for the entire session, closing well above the day's average price of ES 1118.  Buying continued strong, with the adjusted TICK at +377 and the Institutional Composite at +316.  Demand soared to 142; Supply was 48.  New 20 and 65 day highs rose to 1424 and 1018; new 20 and 65 day lows fell to 511 and 174.  Yesterday's entry noted that "As long as we continue to see higher highs and higher lows, accompanied by a positive Demand/Supply balance and expanding new highs, the short-term trend is up and buying dips will be the operative trading mode."  The same advice holds at present.  

On a quant note, apropos of last weekend's article, I note that we have only had 17 days since 9/2002 in which Demand exceeded the level of 140.  Two days later, the market was up 14 times, down 3 times, for an average gain of 1.04%.  That compares to an average two day gain of .09% for the sample overall.  It is common to see price follow through after a high momentum period such as we have just had.

October 27, 2004 

As noted yesterday, a move above Monday's high did indeed turn the short-term trend bullish and we powered higher through the day.  The day's TWAP of ES 1103 was well above the level seen on Monday.  Buying pressure was evident from the day's adjusted TICK of +485.  Large market participants were also net buyers, with the Institutional Composite finishing at +177.  Demand handily outpaced Supply, 115 to 44.  New 20 and 65 day highs rose to 902 and 626; new 20 and 65 day lows were 664 and 321.  As long as we continue to see higher highs and higher lows, accompanied by a positive Demand/Supply balance and expanding new highs, the short-term trend is up and buying dips will be the operative trading mode.

October 26, 2004 

The market broke lower on Monday, but could not expand new lows beyond the levels recorded on 10/20, sparking a move upward on good buying pressure.  Monday's TWAP of ES 1093 was well below Friday's level, but we are currently trading well above that mark.  The adjusted TICK finished at a neutral +52, and we also saw a neutral stance on the Institutional Composite at +7.  Demand ended the day at 60; Supply was 67.  New 20 and 65 day highs dropped to 690 and 489; new 20 and 65 day lows hit 910 and 308.  While the lower highs and lower lows, combined with the negative Demand/Supply balance, would normally place us in a bearish short-term trend, the late move strongly above the TWAP returns us to a neutral trading stance.  A move above Monday's highs, especially that expands new 20 day highs above the 845 registered on 10/21, would turn the short-term trend bullish.

October 25, 2004 

Friday's market saw significant selling pressure, as early buying could not expand the number of stocks registering new highs.  We then moved to the lower end of our recent trading range, returning us to a neutral short-term trend.  This range is reflected in the narrow TWAP values for the past three sessions:  1100, 1104, and Friday's 1102.  Although we closed well below the TWAP on the ES, note that small and midcap indexes are well above their lows.  As a result, we have not yet seen an expansion of new lows on Friday's selling.  If sellers cannot break us below the range with an expansion of new lows, I will look for a reversal on Monday.  Should we get such a breakdown, we would clearly reenter a bearish short-term trend.

Large market participants were net sellers, with the Institutional Composite closing the day at -512.  The adjusted TICK, at -520, also reflected broad market selling.  New 20 and 65 day highs ended at 776 and 582; new 20 and 65 day lows finished at 606 and 221.  Demand closed the day at 45; Supply at 86.  While bearish, the Supply/Demand ratio is stronger that seen in the 10/14-10/15 period, confirming the observation of waning downside momentum from the 20 and 65 day new lows.  If we can hold at the lower end of this trading range, I believe we could set up a sizable rally this coming week.

October 23, 2004 

This week's article focuses on the basics of quantitative research and how it can inform even discretionary trading. 

October 22, 2004 

Early weakness could not keep the market down on Thursday, and we broke above previous day's highs.  This sent the TWAP to ES 1104, above Wednesday's level, with particular strength among ND and small-cap issues.  Buying was dominant, though in moderation, with the adjusted TICK at +244.  Demand finished the day at a surprisingly strong 108; Supply was 34.  Equally surprising, new 20 and 65 day highs rose to 845 and 583, the highest levels in two weeks--just one day after new 65 day lows hit a forty-day extreme.  New 20 and 65 day lows fell to 589 and 234.  Clearly, we are seeing a bifurcated market, with large caps underperforming smaller caps--one group contributing to new lows, the other to new highs.  The Institutional Composite ended the day at +151, suggesting moderate buying among large market participants.  The strength puts us in a mode of buying dips that remain above the TWAP.  I would be especially suspicious of any drops toward the recent lows that cannot expand the number of stocks making new short-term lows beyond Wednesday's levels. 

October 21, 2004 

The market pushed to new lows on Wednesday, extending the number of stocks registering fresh short-term lows, before rebounding in the afternoon.  The day's TWAP of ES 1100 was behind Tuesday's level, and Supply exceeded Demand 76 to 66.  The adjusted TICK was neutral on the day at +62, as was the Institutional Composite at +9.  New 20 and 65 day highs dropped to 538 and 345; new 20 and 65 day lows expanded to 971 and 324.  The latter is the highest level of new lows since mid-August.  I am very reluctant to chase bounces in a market that is making lower prices day over day and expanding new lows.  As long as Supply exceeds Demand and new lows continue to expand, we have to consider the short-term trend bearish.  I would not be selling this market, however, as long as we trade above the TWAP. 

October 20, 2004 

Tuesday's market could not extend its highs, breaking back into Monday's range and eventually traversing the entire range.  Selling was evident through the day, with a very weak adjusted TICK at -796.  The TWAP of ES 1111 was not significantly different from the average trading prices of the past three days, setting up a large trading range defined by the recent lows and highs.  As always, I will be suspicious of tests of these lows and highs that fail to expand the number of stocks making fresh short-term lows or highs.  Large market participants were net sellers on the day, with the Institutional Composite finishing at -353.  Demand ended the day at 63; Supply was 74.  New 20 and 65 day highs rose to 810 and 564, the highest level of new highs in eight days.  New 20 and 65 day lows expanded to 784 and 280; the latter is the highest level of new lows since late September.  I find the expansion of new lows troublesome and lean toward selling bounces that remain below the TWAP. 

October 19, 2004 

Once again, morning weakness could not expand the number of stocks making new short-term lows, yielding a solid rally that pushed the market higher.  Monday's TWAP of ES 1110 was ahead of Friday's level, and we closed nicely above that mark.  Large market participants were aggressive buyers, with the Institutional Composite finishing the day at +535, the strongest reading in over a month.  At +251, the adjusted TICK was also reflective of buying.  Demand ended the day at 70; Supply at 51.  New 20 and 65 day highs rose to 748 and 523; new 20 and 65 day lows fell to 693 and 221.  We should not see a further rise in new 20 day lows if the short-term uptrend is to continue.  Buying dips that remain above the TWAP is the operative strategy. 

October 17, 2004 

Early weakness on Friday could not expand new lows, giving way to a solid rally, which fell back late in the day.  The net result is a TWAP of ES 1108 unchanged from Thursday, and a short-term neutral trend that has us in a trading range bracketed by Friday's highs and lows.  Buying was evident during the day, with the adjusted TICK at a strong +573.  Demand ended the day at 86; Supply was 36.  Large market participants were net buyers, with the Institutional Composite at +222.  New 20 and 65 day highs rose to 616 and 408; new 20 and 65 day lows dipped to 764 and 245.  As we have approached the ES 1100 level, put buying has picked up significantly; in the past this has occurred near short-term market lows.  Note also that ES prices have pretty faithfully tracked interest rates, with dipping rates and dropping stock prices reflecting concerns over economic weakness.  A drop below Friday's lows, especially if accompanied by an expansion of new 20 day lows beyond the 955 registered on Thursday, would return us to a bearish short-term trend.  A rise above the ES 1115 level, especially if accompanied by an expansion of new 20 day highs above the 665 from 10/12, would turn the short-term trend bullish. 

October 16, 2004 

This week's article is a reflection on what makes for trading success, occasioned by Monday's start of the first training program for new traders to be offered at my firm. 

October 15, 2004 

Bounces in Thursday's market could not break through the TWAP, a condition noted in yesterday's entry, setting up selling opportunities through the day and continuing the short-term downtrend.  The day's TWAP of ES 1108 was well below Wednesday's level, the sixth straight day of declining average prices.  Selling continued through the day, with the adjusted TICK finishing the day at -465.  Large traders also were net sellers, with the Institutional Composite at -137.  Demand ended the day at 36; Supply was 110.  This dropped the Cumulative Demand/Supply Index to -2, where the past range of intermediate-term highs and lows has been between +36 and -36.  As long as we continue to get lower lows, an expanded number of stocks making fresh 20 and 65 day lows, and Supply exceeding Demand, the short-term trend is bearish and selling bounces that remain below the TWAP is the operative strategy. 

October 14, 2004 

Note:  September's Weblog entries are archived above. 

An opening bounce in the markets could not expand new highs, and we quickly retreated to the previous day's lows and then some.  (I give credit to Jason Goepfert at www.sentimentrader.com who called the early bounce/subsequent weakness pattern to a T in his market alert).  The day's TWAP of ES 1117 was below Tuesday's level and was the fifth consecutive day of lower TWAP levels.  Selling was evident in the adjusted TICK, which finished at -869.  Demand closed the day at 55; Supply was 132--a clear sign of downside momentum.  The Institutional Composite, at -391, revealed substantial selling among large market participants.  New 20 and 65 day highs dropped to 641 and 421; new 20 and 65 day lows were 719 and 174.  Thus far we have remained above the level of new lows from late September.  An expansion of new 65 day lows beyond the 304 registered on 9/27 would be quite bearish.  Short-term we are in a downtrend and bounces below the TWAP have to be viewed as selling opportunities. 

October 13, 2004 

Early selling Tuesday morning dried up, leading to an afternoon rally that pushed the ES toward its previous day's high.  Tuesday's TWAP of ES 1120 was well below Monday's level, but we closed well ahead of that mark.  The adjusted TICK of +322 and the Institutional Composite of +211 suggest that there was net buying on the day.  Demand ended the day at 46; Supply was 96.  New 20 and 65 day highs rose to 665 and 458; new 20 and 65 day lows expanded to 611 and 186.  We need to exceed those new lows to sustain a downtrend; we also have to expand new highs on any move above the previous two day's highs to initiate an uptrend.  Thus far, we are in a neutral market bracketed by Monday's high and Tuesday's low.  I am being very cautious in chasing any move outside that range that does not expand new highs/lows. 

October 12, 2004 

Thin holiday trading produced a small range Monday.  The day's TWAP of ES 1125 was slightly behind Friday's level.  Large traders were net sellers, with the Institutional Composite at -226.  Demand finished the day at 51; Supply at 47.  The adjusted TICK ended at -76.  New 20 and 65 day highs fell to 643 and 450; new 20 and 65 day lows were 449 and 146.  Money Flow continues to be a real weak point in this market.  All in all, we continue in a short-term downtrend, selling bounces that remain below the TWAP. 

October 11, 2004 

The market entered a short-term downtrend on Thursday and continued that downtrend on Friday, with the TWAP readings for the two days at ES 1136 and ES 1127, respectively.  While short-term measures, such as the Institutional Composite oscillator, were oversold, intermediate-term measures, such as the Cumulative Demand/Supply Index and Cumulative NYSE TICK, are not yet at levels that have typically marked important bottoms.   

The adjusted TICK values for Thursday and Friday were -903 and -136.  Demand for the two days was 22 and 38; Supply was 94 and 113.  The Institutional Composite closed the two days at -327 and -480, indicating strong selling by large market participants.  Thursday we saw 20 and 65 day highs at 1118 and 796; new 20 and 65 day lows at 424 and 138.  Friday, the 20 and 65 day highs dropped to 736 and 521; new lows rose to 491 and 145.  Given the weakness of the readings and the bearish short-term trend, selling bounces that remain below ES 1126 is the operative strategy. 

October 7, 2004 

Note:  Next Weblog entry will be Sunday evening. 

The market encountered numerous selling bouts in Wednesday's session but stayed above Tuesday's lows, setting up a late day rally that finished just above the high end of the recent trading range.  The TWAP of ES 1137 was ahead of Tuesday's pace, and we finished well ahead of that level.  Buying was evident from the adjusted TICK of +382.  Large traders were net buyers, with the Institutional Composite at +194.  Nevertheless, some measures were surprisingly modest: new 20 and 65 day highs were 1345 and 962, well below the 10/4 peak.  New 20 and 65 day lows were 253 and 97.  Demand was 51; Supply was 34--much less robust than the readings a week ago.  While we have to treat the short-term trend as bullish, buying dips that remain above the TWAP, the weak new high/low data and tepid Demand/Supply balance have me questioning the sustainability of the upswing.   

October 6, 2004 

Tuesday's market stayed in a relatively narrow range, failing to expand new highs and breaking below the ES 1134 level intraday before recovering later.  The action turned the short-term trend neutral.  This places us in a trading range defined by Tuesday's lows and Monday's highs.  Moves to either extreme that do not expand new lows/highs should be faded.  Tuesday's TWAP of ES 1135 was below Monday's level, and we saw net selling by large market participants, with the Institutional Composite at -145.  The adjusted TICK was neutral at +67, and Supply narrowly outpaced Demand 46 to 34.  New 20 and 65 day highs retreated to 1247 and 857; new 20 and 65 day lows expanded to 256 and 97.  I expect tests of Monday's highs and, ultimately, higher prices before any intermediate-term retreat, but it would not surprise me if Monday represents the momentum peak for this move. 

October 5, 2004 

Monday's market opened stronger, holding above Friday's levels despite bouts of selling during the afternoon.  The day's TWAP of ES 1138 was well ahead of Friday's level, and new highs expanded to a multimonth peak.  The adjusted TICK finished at -106, but most other indicators were strong.  Demand finished the day at 67; Supply was 32.  The Institutional Composite ended at a strong +323, suggesting meaningful net buying by large market participants.  New 20 and 65 day highs were 2006 and 1306; new 20 and 65 day lows dropped to 219 and 80.  As long as we continue to see higher highs, higher lows, expansion of new highs, and a positive Demand/Supply balance, the short-term trend remains up.  Buying dips above ES 1134 is the operative strategy. 

October 3/4, 2004 

This week's article is a book review of Ken Grant's "Trading Risk: Enhanced Profitability Through Risk Control".   

October 2, 2004 

Friday's market broke above the range of the past several days, expanding new highs and continuing the short-term uptrend noted in yesterday's entry.  The day's TWAP of ES 1128 put us back in the range of the previous highs in mid-September.  Buying was evident through the day, with the adjusted TICK at +569 and the Institutional Composite at +437.  Demand buried Supply, 147 to 26.  New 20 and 65 day highs soared to 1716 and 1109; new 20 and 65 day lows dropped to 341 and 101.  The new 65 day highs were the highest seen since early this year, not something you'd expect in a weakening market.  The VIX of under 13, however, and the Cumulative Demand/Supply Index of 28, however, are suggestive of a market nearing an intermediate peak.  Generally, strong momentum days such as Friday's are followed by weakening momentum but higher prices before there is meaningful reversal. 

October 1, 2004 

Thursday's market held above its previous day's lows on midday selling, rallying once again in the afternoon, raising the TWAP to ES 1113.  New highs expanded for small cap issues, but not large caps, putting us very cautiously in a short-term uptrend.  Dips that remain above ES 1109 remain candidates for buying, but I am leery of tests of Thursday's highs that do not expand new highs.  Large market participants were relatively neutral on the market, with the Institutional Composite finishing at -43.  Demand ended the day at 94; Supply at 53.  The adjusted TICK finished at -28.  New 20 and 65 day highs rose to 1104 and 497; new 20 and 65 day lows fell to 497 and 142.  As long as new highs continue to expand and Demand exceeds Supply, we have to count the short-term trend as bullish.  

