November 30, 2004 

Not all data available due to problems with price server 

A two-month high in interest rates took its toll on the market's early rise, creating a steep selloff that turned the short-term trend bearish.  We are trading in a wide range between Monday's preopening highs and the lows from Monday and the 23rd.  Monday's TWAP of ES 1180 was below Friday's level, and we are currently trading well below that level.  Selling bounces that remain below the TWAP is the operative strategy. 

Despite early morning strength, the market could not expand either its number of intraday highs or the number of 20 day highs in my basket of stocks.  Demand ended the day at 45; Supply was 96.  New 20 and 65 day highs rose to 1739 and 1334; new 20 and 65 day lows rose to 340 and 107.  Note that the new highs were below the levels registered at mid-month.  Note also that Money Flow has been dropping among my basket of stocks.  In all, this looks like a market transitioning out of a bull mode. 

November 29, 2004 

The market moved higher during Friday's abbreviated session, only to pull back shortly before the close.  The day's TWAP of ES 1183 was ahead of the previous day's level.  Buying was moderate, with the adjusted TICK at +225, but the Institutional Composite was modestly negative at -162.  This is the eighth consecutive negative reading for the Composite, suggesting that large market players are not participating in the recent strength.  A breakdown of the figures suggests that this is more due to light buying than heavy selling.   

New 20 and 65 day highs were 1384 and 1067--a dip from the previous day's 1548 and 1191.  New 20 and 65 day lows were 117 and 51, the lowest figures we've seen in weeks.  Demand was 34; Supply was 20.  As long as we see higher highs and a positive Demand/Supply balance, the short-term trend will remain bullish.  A drop below the 11/24 lows, especially one that expands the number of stocks registering 20 day lows beyond the 308 from 11/22, would turn the trend bearish.  The key to the next move will be whether the broad market follows the selling of the large traders or whether the large caps play catch up with the smaller caps.   

November 27, 2004 

Teleological notions--ideas that markets move in a purposeful fashion--are not exactly in style.  Yet the idea in this week's article, drawn from the classic text Mind Over Markets, has profound implications. 

November 23, 2004 

Note:  I will be out of the office for the holiday; next full Weblog entry will be over the weekend.
The market could not muster any significant early selling, and a midday rally took us above Friday's average price, turning our short-term trend bullish.  The day's TWAP of ES 1173 was similar to Friday's level, but we closed well above that point.  Dips that remain above the TWAP are targets for buying.  There was broad buying in the market, with the adjusted TICK rebounding to +506.  Large market participants were not so enthusiastic, however, with the Institutional Composite ending the day at -86.  Demand was 74; Supply was 55.  New 20 and 65 day highs rose to 922 and 713; new 20 and 65 day lows also rose to 308 and 121.  We should not see an expansion of 20 day lows if this uptrend is to continue.

November 22, 2004 

The market broke below its previous day's range on Friday, expanding new lows and turning the short-term trend bearish.  The day's TWAP of ES 1174 was well below Thursday's level, and we are trading considerably below that mark as I write.  Selling was very strong, with the adjusted TICK at -776 and the Institutional Composite at -541.  Follow through weakness during the next trading session is common when selling is that broad.  Demand was 17; Supply was 121, suggesting a broad loss of market momentum.  New 20 and 65 day highs dropped to 893 and 636; new 20 and 65 day lows expanded to 259 and 97.  Selling bounces below ES 1173 is the operative strategy.

November 20, 2004 

This week's article is from the heart: a look at destructive patterns in trading.

November 19, 2004 

A narrow, inside day on Thursday left us in a neutral trading range, looking for a potential breakout move.  A move below Wednesday's lows, especially expanding the number of stocks making new short-term lows, would turn the short-term trend bearish.  A move above Thursday's highs that expands new highs would return us to a short-term uptrend.  The day's TWAP of ES 1184 was essentially unchanged from Wednesday.  Note the absence of short-term lows among my basket of stocks during this recent pullback.  Selling dominated the day, with the adjusted TICK at -306 and the Institutional Composite at -221.  Demand was 33; Supply was 59.  New 20 and 65 day highs fell to 1180 and 816; there was no expansion of 20 and 65 day lows at 224 and 90.  We have had four straight days of selling in the Institutional Composite, and in that time the TWAP has remained unchanged.  Weak markets usually do not hold up so well in the face of selling by large traders.

November 18, 2004 

Wednesday's market opened strong, pushing to new highs before selling off and returning to the previous day's range.  Note how shifts in very short term new lows and new highs preceded the market moves.  Wednesday's TWAP of ES 1185 was well ahead of Tuesday's level, but we closed below that point.  The adjusted TICK showed modest buying pressure over the day at +133, but for the third consecutive day we saw net selling by large market participants, with the Institutional Composite at -252.  Demand ended the day at 66; Supply was 40.  New 20 and 65 day highs expanded to 2009 and 218; new 20 and 65 day lows were 218 and 91.  While the new highs are quite strong, they were below the levels reached last week.  Wednesday's trade left us with a broad trading range defined by the day's highs and lows.  I would be cautious about trading breakouts of this range if they are not accompanied by an expanding number of stocks making fresh short-term new highs or lows.

November 17, 2004 

The market on Tuesday fell below Monday's lows, bringing selling through the afternoon.  This places us in a broad trading range defined by Monday's highs and Tuesday's lows.  We will need a break above or below that range, expanding the number of stocks making fresh short-term new highs or lows, to resume a trending mode.  Downside momentum waned in the afternoon, particularly in the number of stocks making very short-term new highs minus lows, leading me to be careful about chasing moves to Tuesday's lows that do not expand the number of new lows.

Tuesday's TWAP of ES 1178 was below Monday's level.  The adjusted TICK of -239 showed moderate selling pressure through the day.  Greater selling among large market participants was evident in the Institutional Composite, which finished at -353.  Demand ended the day at 29; Supply was 54.  New 20 and 65 day highs fell to 1296 and 926, but--interestingly--new 20 and 65 day lows also fell, to 236 and 91.  We will need to see greater new lows to enter into a full-fledged short-term downtrend.

November 16, 2004 

Monday's market traded in a narrow range, consolidating recent gains, but sustaining the short-term uptrend.  The day's TWAP of ES 1183 was well ahead of Friday's level; buying dips that remain above the TWAP remains the operative short-term trading strategy.  Buying was the most modest we've seen in the past week, with the adjusted TICK at +141 and the Institutional Composite at -211.  The number of stocks making intraday highs faded during the day, suggesting waning momentum.  Nonetheless, Demand finished the session at 49, while Supply was 41.  New 20 and 65 day highs expanded to 2113 and 1572; new 20 and 65 day lows also rose to 271 and 117.  A break below ES 1181 that expands the number of stocks making fresh short-term lows would end the short-term uptrend.  As yesterday's entry indicated, however, "As long as we see higher prices, a positive Demand/Supply balance, and expanding new highs, the short-term trend remains bullish."

November 15, 2004 

The market powered yet higher on Friday, continuing the bullish short-term trend.  The TWAP of ES 1178 was well above Thursday's level, with strong buying in the broad market.  The day's adjusted TICK was +601; the Institutional Composite ended the day at +102.  Demand was 61; Supply was 22.  New 20 and 65 day highs expanded to 2078 and 261; new 20 and 65 day lows dropped to 261 and 109.  Once again, dips that remain above the TWAP must be viewed as potential buying opportunities.  As long as we see higher prices, a positive Demand/Supply balance, and expanding new highs, the short-term trend remains bullish.  October's Weblog entries, along with those of previous months, are archived above.

November 13/14, 2004 

This week we return to the Chart of the Week feature, comparing cumulative lines derived from the adjusted NYSE TICK and the Institutional Composite.  I have a fair amount of research in the works that draws upon these and other Weblog measures, with the eventual aim being the development of rule-based trading systems.  Conducting such research while working 13 hour days, maintaining a family, and doing my usual writing can be a challenge at times.  I credit copious quantities of Intelligentsia Coffee and the musical influences of Clan of Xymox, the Cruxshadows, and Assemblage 23--to name but a few--for keeping me going in those early AM hours.  A little caffeine and 136 beats per minute do wonders for the soul...

November 12, 2004 

The market rallied steadily through the day Thursday, with strong buying pressure.  The day's TWAP of ES 1171 broke above the recent range, and the market's action resumed our bullish short-term trend.  Dips that hold above the TWAP will pose potential buying opportunities.  Thursday's adjusted TICK of +757 was quite strong, as was the +518 reading from the Institutional Composite.  Interestingly, however, the momentum measures were weaker than one would expect from a day that makes a new bull market high.  Demand finished the day at 57; Supply was 28.  New 20 and 65 day highs expanded to 1730 and 1264; new 20 and 65 day lows dropped to 328 and 113.  The new highs were below last week's level; this was also the case for my basket of stocks.  If this breakout is genuine, we should not return to the ES 1163-1170 trading range of the previous several days.

November 11, 2004 

Despite Fed news, the market could not move out of its recent range, with yet another TWAP reading of ES 1166.  This neutral trend should create a significant breakout move, but so far moves to the range extremes have failed to expand the number of stocks making new highs/lows, creating a lack of follow-through to moves.  A move above ES 1170 that expands new highs or a move below ES 1163 that expands new lows would change our short-term trend to bullish or bearish.  Meanwhile, several intermediate-term indicators are looking toppy, including the Cumulative Demand/Supply Index and the Cumulative NYSE TICK.  
Buying was evident on Wednesday, with the adjusted TICK finishing the day at +342.  Demand was 51; Supply was 43.  The Institutional Composite ended at -146.  New 20 and 65 day highs were 1550 and 1075--strong, but below the levels last week.  New 20 and 65 day lows were 408 and 130.  Note also the very low VIX readings of approximately 13, which have also typified recent short-term market tops.

November 10, 2004 

The market once again traded in a narrow range ahead of tomorrow's report Fed meeting results.  The TWAP of ES 1166 was slightly ahead of the prior day's level, as the past three days have seen average prices of 1165, 1165, and 1166.  This narrow range will resolve in a breakout move, and it wouldn't be surprising to see trading after the Fed announcement attempt such a breakout.  Demand finished the day at 41; Supply was 42.  The adjusted TICK was +263, as the market showed greater breadth of buying than during the previous two days.  To some degree this came at the expense of the large caps, with the Institutional Composite ending at -222.  New 20 and 65 day highs were 1296 and 904; new 20 and 65 day lows were 519 and 182.  I continue to watch the new lows carefully; they are surprisingly high for a market near bull market highs.  Still, the short-term trend is bullish and buying dips that remain above ES 1162 is the game plan at the open.

November 9, 2004 

The market traded in a very narrow range on Monday, closing with the TWAP essentially unchanged at ES 1165.  Once again, we saw net selling on the day, with the adjusted TICK at -495.  Demand finished the session at 30; Supply was 65.  What is happening is that strength in the large caps is masking broader market weakness.  Large market participants were snapping up the big cap stocks, with the Institutional Composite at +488.  What thus appears as a flat market is actually a rotation of stock groups that commonly occurs at or near market peaks.  New 20 and 65 day highs were 1311 and 897; new 20 and 65 day lows were 604 and 192.  As long as we can stay above the previous day's lows on pullbacks, the short-term trend remains bullish, but we are getting to a point where any move toward Friday's highs will have to be viewed with suspicion, especially if such a move does not expand the number of stocks making fresh new highs.  Conversely, a break below Monday's lows that expands the number of stocks making fresh new lows will turn the short-term trend bearish.

November 8, 2004 

The market continued its relentless climb on Friday, with the day's TWAP of ES 1165 rising for a ninth consecutive day.  Interestingly, the adjusted TICK showed net selling on the day, finishing at -296.  Similarly, Demand was a paltry 49; Supply was 82.  Strength was largely concentrated in large cap stocks, reflected in a strong Institutional Composite at +341.  New 20 and 65 day highs expanded yet further at 2270 and 1632; new 20 and 65 day lows were 432 and 103.  As long as we see higher highs and continued expansion of stocks making new highs, the short-term trend remains bullish and buying dips that remain above ES 1162 is the operative strategy.

November 6, 2004 

A reader points out that we've had nine straight days of rises in the S&P 500 and asks what typically happens after such an occurrence.  I examined data from January, 1996 to the present (N = 2176) and found only one other time when the market rose for nine straight days.  That occurred on 6/17/97.  To extend my analysis, I looked at all occasions where eight out of nine days rose, and that gave N =39--still a relative rarity.  One week later, the market was down by -.718%, with 14 occasions up and 25 down.  The average one week return for the remainder of the sample was +.172%, with 1166 occasions up and 971 down.  

When we look forty days out, however, a different picture emerges.  After the S&P cash index has been up eight out of nine days, the market has been up by 3.00%, with 32 occasions up and only 7 down.  The average forty day return for the remainder of the sample is .928% (1238 up, 899 down).

The tendency, then, is for corrective action during the coming week, followed by longer-term strength.  In other words, consecutive days of strength tend to lead to further strength after a pause.

On a different topic, my appreciation to Jim Dalton, author of several important works on Market Profile, for calling my attention to the new WindoTrader program.  I'll be checking it out in the next week or so and will report on my experience.  

November 5, 2004 

The Weblog's trend measures have kept us on the right side of this market during an excellent run to the year's highs.  Thursday's TWAP of ES 1152 was well ahead of the previous day's level.  Buying was outstanding, with the adjusted TICK at +1175, the highest level in over three months.  Large market participants were also heavy purchasers, with the Institutional Composite ending the day at +662, also the highest level in over three months.  Demand finished the day at 64; Supply was 37.  New 20 and 65 day highs soared to 2032 and 1443, bettering their early October levels.  New 20 and 65 day lows also rose to 323 and 129.  Over the weekend, I'll present some intermediate-term perspectives on this market.  Meanwhile, the short-term trend remains bullish and buying dips above the TWAP will remain the operative mode until we cease making higher highs day over day, with a positive Demand/Supply balance and an expanding number of stocks registering fresh new highs.

November 4, 2004 

The market broke to new highs on election news, only to trade lower in the afternoon before recovering territory late in the session.  The day's TWAP of ES 1144 was well ahead of the previous day's pace, keeping the short-term trend in a bullish mode.  Buying was evident across the market, with the adjusted TICK at +228, but large market participants were net sellers at -109 on the Institutional Composite.  Demand expanded to 105; Supply was 37.  New 20 and 65 day highs soared to 1908 and 1331--levels that have preceded recent price highs in the market.  New 20 and 65 day lows fell to 260 and 102.  The Cumulative Demand/Supply Index hit 33, also a level typically associated with intermediate market peaks.  It is typical for price to move higher after a maximum number of new highs are reached in a market, but such rises are generally circumscribed.

November 3, 2004 

Tuesday's market powered higher on expectations of a quick presidential outcome, only to pull back when it appeared that the winner was not to Wall Street's liking.  As of my writing overnight, it looks as though that outcome is not in the cards and the market has returned toward its highs.  The day's TWAP of ES 1136 was higher than Monday's level, making the sixth consecutive daily rise in average price.  The adjusted TICK finished at +251, suggesting solid buying in the broad market.  Large market participants were neutral, with the Institutional Composite ending the day at +90.  Demand ended the day at 62; Supply was 55.  New 20 and 65 day highs soared to 1516 and 1030; new 20 and 65 day lows were 405 and 130.  We should not exceed the 405 new 20 day lows if the uptrend is to continue.  As long as we make higher highs, expand the number of stocks making short-term highs, and continue to see Demand exceed Supply, the trend remains bullish and buying dips that hold above the TWAP is the operative strategy.

November 2, 2004 

Because of connection problems with my data source, I only have partial information this evening.  The market on Monday made an effort to break above Friday's level, and selling could not push us to new lows.  Accordingly, we remain in a short-term uptrend, buying dips that remain above ES 1128.  Demand finished the day at 63; Supply at 50.  New 20 and 65 day highs were 1183 and 832; new 20 and 65 day lows ended at 384 and 131.  Moves to new highs that continue to expand the number of stocks registering fresh short-term highs and that keep the Demand/Supply balance positive will keep the uptrend going.

