November 30, 2006
Market Ideas:
TraderFeed finds an investment strategy based on disgust.
Euro:USD, plus other technical analysis from Especulacion.org.  Many thanks to Jesus Perez for translating TraderFeed posts to that excellent site.  (Babel Fish translation).
Massively cool: brain fitness for basketball players.  I'll put the biofeedback topic on my list for upcoming posts.
David Gaffen on frantic efforts to ignore the yield curve.
The Big Picture offers bloggers' takes on retail sales.
Wide ranging reading list from Victor Niederhoffer and Laurel Kenner.
Great post on the persuasive personality and his corrosive effects from Trader Gordo.
Lowell Christie shows how he trades what he sees.
Lots of links from Charles Kirk, including a great quote on buying dreck from Altucher.
Yaser Anwar analyzes Alcoa and aluminum.
Boogster on using flexible moving averages.
Interesting to see people's methods.  Estocastica tracks a couple of day trades.  Here are related trades from Trader X.
Humble Money, with some good questions about fair value.
Trader Mike notes a large number of high NYSE TICK readings during the day, rightly attributing it to program trading.  It would be interesting to take a historical look at what markets tend to do the day following a high program trading day...
Mr. Paul's blog list.
Great way to keep up with the news.
 

Market Expectations:
Divergences?  With Wednesday's rise, the S&P 500 retraced its Monday drop and is within 10 points of a closing bull market high.  Just the same, only 29 S&P 500 stocks made 52 week highs on Wednesday and only 26 S&P 600 small cap issues made annual highs.  That's about a third of the level of new highs seen during the past couple of weeks.  My best estimate is that near term strength will bring multiple divergences, which will have me questioning the market's upside potential.  Across the entire market thus far, 20-day highs peaked at 2052 on 10/26 and then again at 1951 on 11/15.  Current 20-day highs are 1168.
 

Market Summary:  

The market moved steadily higher Wednesday morning, dipped midday, and then finished strong.  We closed above the day's average price of ES 1398.25, initiating a short-term uptrend.  The Power Measure closed strong on the heels of late buying.  Buying was once again evident in the broad market, with the Adjusted TICK at +465, and in the large caps, with the Institutional Composite ending at +246.  Demand soared to 180--quite a turnaround from Monday's weakness--and supply fell to 22.  New 20 day highs rose to 1168 (see above); new 20 day lows fell to 390.  Institutional Momentum rose to a tepid -140, with 5 stocks trading in intermediate-term uptrends, 9 in downtrends, and 3 unchanged.  It appears that we are attempting to test the recent highs, setting up a potential wide trading range.  I will be careful about buying strength near those highs if the rally does not remain broadly based.

 

November 29, 2006
Market Ideas:
TraderFeed finds an edge after big bear days.
Tracking the ebb and flow of volume.
Nice tracking of themes during the day from David Gaffen of WSJ.
Tuesday blog links from Abnormal Returns, including this interchange between Jim Cramer and CXO Advisory.
The Kirk Report tracks leading stocks.
The Big Picture questions housing data and retail data.
Trader Mike tracks the indices.
Chris Perruna on shorting.
 

Market Expectations:
Hints of Weakness:
A number of sectors have not broken their May highs.  Those include Defense ($DFX); Cyclicals ($CYC); Energy ($IXE); Housing ($HGX); Networking ($NWX); Semiconductors ($SOX); Dow Transports ($TRAN); Small Caps ($SML); and Mid Caps ($MID).
Meanwhile, yields continue to fall, with the 30-year bond dipping below 4.6%, while 3 month bills are at 4.905%.  The dollar is approaching multi-year lows in the Dollar Index. 

 

Market Summary:  

The market moved lower on Tuesday, before rallying through much of the afternoon.  We closed above the day's average price of ES 1386, continuing the short-term downtrend.  The Power Measure ended solidly positive, reflecting late buying.  We saw net buying in both the large caps, with the Institutional Composite at +344, and in the broad market, with the Adjusted TICK at +226.  Demand rose to 68; Supply fell to 75.  New 20 day highs dipped to 638; new 20 day lows rose to 816.  Institutional Momentum recovered to -240, with 4 stocks in uptrends, 9 in downtrends, and 4 neutral.  Once again, as long as we continue to make daily price lows and expand the number of stocks registering new 20-day lows, the short-term trend remains down.

 

November 28, 2006
Market Ideas:
TraderFeed observes three kinds of traders in the market who can bring you down.
Here's Barry's taxonomy of trader types.
I like the WSJ blog updates during the day.
Catch the trend of sentiment and you can catch market moves.
Trader Mike tracks the market decline.
Plentiful links from Charles Kirk; let's see what his watchlists bring.
Technology and education keep expanding, from Trade-Ideas.
Immobilienblasen notes lots of room for market disappointment.  Thanks also to JMF for this link to a mortgage broker's perspective.
Great links from Abnormal Returns, including this one on worrying about the wrong things.
Very thoughtful post on black boxes from Information Arbitrage.
The Big Picture wonders if the year-end rally has already occurred.
Downtown Trader on luck and skill.
Adam Warner on the VIX spike.
I like this way of keeping up with blog updates from Original Signal.
 

Market Expectations:
The percentage of stocks trading above their 50-day moving averages tends to top out ahead of the market.  That pattern seems to be playing itself out in the S&P 500 Index; another fine perspective from Decision Point:

 

Market Summary:  

The market dropped steadily through the day, closing well below the day's average price of ES 1390.5 and initiating a short-term downtrend.  The Power Measure was negative for most the session, reflecting persistent selling.  Selling, indeed, dominated the broad market, with a very negative Adjusted TICK of -1418.  Selling also was evident among large caps, with the Institutional Composite finishing at -273.  Demand fell to 22; Supply soared to 258.  New 20 day highs fell to 693; new 20 day lows rose sharply to 707, the highest level since early in the month.  Institutional Momentum plunged to -420, with 3 stocks in my large cap basket trading in intermediate-term uptrends, 3 neutral, and 11 in downtrends.  This is clearly a major shift in momentum, as we broke a multi-day range to the downside.  As long as we see lower day-over-day lows and an expansion in the number of stocks making fresh 20-day lows, the trend will remain down.

 

November 27, 2006
Market Ideas:
TraderFeed finds a pattern in a different measure of investor sentiment.
A world of trading options in ETFs.
I like the blogroll at Original Signal.
Holiday season, and Barry Ritholtz checks out retail.
See also Barry's post on housing and recession.
Sunday links from Abnormal Returns.  I especially like this one on sentiment from Jeff Miller.
Weekend reading from NYSE Trader.
Howard Lindzon tracks copper.
Random Roger on currency effects.
 

Market Expectations:
Here's the chart I posted to my recent TraderFeed piece.  Note that we're seeing some recent weakness in the Pacific stocks and that emerging markets have largely made up their large declines from May.  The international markets are well-correlated, but their volatility and extent of directional movement are quite different.  If you have a good timing method for U.S. equity indices, it might just pay you out better on the international ETFs.
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Market Summary:  

The market dropped in early trading Friday on a weak dollar, then rallied to keep us in a trading range.  We closed below the day's average price of ES 1405.75, continuing the neutral trending mode.  Buying dominated the broad market, with the Adjusted TICK at +705, but we saw selling among large caps, with the Institutional Composite at -216.  Demand fell to 34; Supply also dropped to 41.  New 20 day highs fell to 909; 20 day lows also declined to 211.  Institutional Momentum fell to +520, with 13 stocks ending in intermediate-term uptrends and 4 in downtrends.  We are in a multi-day trading range and need to see an expansion in the number of stocks making fresh new highs/lows to validate any breakout attempt.

 

November 26, 2006
Market Ideas:
TraderFeed looks at the Dow from multiple angles and finds a bear as well as a bull.
The Trader Performance page further explores transtheoretical trading ideas.
I'm not the only one questioning the Dow's performance in light of currency weakness.  Here's an excellent post from Immobilienblasen.
Thanks to Trader Mike for linking this interesting post from Tyro re: the trading lifestyle. 
Lots of great weekend reading:
Here are the picks from James Altucher.
Bill Cara covers the week in review, with a nice overview of ETFs.
Adam Warner's weekend links.
A linkfest from Barry Ritholtz.
Trading the Charts is looking for a Wave 4.
John Mauldin finds a perspective for recent dollar weakness.
 

Market Expectations:
Here's an interesting statistic:  Since 1988 (972 weeks), the correlation between the % of traders that are bullish in the Investors Intelligence surveys and the ratio of purchases to redemptions in mutual funds has been -.17%.  In other words, what people think about the market and how they're actually invested seem to be two different things.
In 1988, following the 1987 crash, we saw the purchase:redemption ratio drop below 1.0.  It then soared to well over 2:1 in 1992 and 1993 before dipping once again below zero in very early 1995, after the 1994 drop.  We peaked at a 2:1 ratio in 1997 and dropped to 1.08 in October, 1998 on the heels of the market decline.  The ratio only hit 1.35:1 in 2000 at the market peak and dipped below 1.0 in September, 2002, near the market bottom.  We hit 1.44:1 in March, 2004, but dropped below 1.0 in July, 2004 and hit 1.06 in July of this year near the market bottom.  Since then, we've rebounded to 1.23.
What does this mean?  It suggests that we have not seen a high degree of mutual fund purchases to redemptions during this bull market despite the stated bullishness of survey respondents.  Indeed, recent market bottoms have shown levels of mutual fund bearishness consistent with important market bottoms since 1988.  This is a sentiment factor not on the radar for most traders. 

 

November 25, 2006
Market Ideas:
TraderFeed on the currency rock and hard place.
Water as a natural resource--and as an ETF.
Piranha's top 10 blogs.
Charles Kirk's favorite blogs.
Abnormal Returns, with links and perspectives on the dollar.
24/7 Wall St. finds calls more expensive than puts, even amidst the low volatility.
Very thorough analysis of CVS and CareMark from 10Q Detective.
Bill Cara on metals moving to the screen.
How to analyze a company's fine print--great book topic.
CXO Advisory questions the value of the yield spread as a market indicator.
 

Market Expectations:
Investors Intelligence shows us as having 58.5% bulls, 22.3 bears.  That's the most bullish sentiment ratio we've seen during 2006.  
Meanwhile, the dollar is just plain ugly.
Equity investors don't seem too worried about the dollar at this point.  Not with a VIX that recently hit decade-level lows.
With the massive amount of dollars held in reserves around the world, will countries want to be invested in a depreciating asset?  And what happens if there's a sudden rush for the doors and the dollar goes into freefall?   
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November 24, 2006
Market Ideas:
TraderFeed wonders if moving averages are guides to future price movement.
A Thanksgiving story of a cross-cultural journey.
Ray Barros on Market Profile as a trading tool and as a way of gaining an edge.
Bolsamania (Spanish language; Babel Fish translation) reflects on the trick questions posed by markets.
ETF Trends on currency ETFs.
Links from Yaser Anwar.
Very interesting post on research potential of Web services from Paul Kedrosky.
Eddy Elfenbein sees energy as having low correlation and high volatility relative to the broad market.  Not a bad combination.
 

Market Expectations:
We've seen a vigorous expansion of profits during the recent market recovery since 2003, but take a look at the U.S. Dollar vs. other currencies.  As the Decision Point chart reveals, we just broke a trendline to the downside and are near multi-year lows.  If the dollar is this weak when we have economic strength, what happens in a downturn?  And what happens to the economy if we need to prop the dollar with higher interest rates?  Or maybe all the strength is just a function of excess liquidity, which is cheapening the dollar relative to physical assets... 
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November 23, 2006 - Happy Thanksgiving
Market Ideas:
TraderFeed finds that volatility has held up better in the Russell than in the Spooz.
Here's the transcript from the Morning With the Doc session.  
Thanks to Trader Mike for the link to this GOOG post.
The Big Picture, with a startling statistic on the absence of large daily declines.
Great post on VIX and volatility from Daily Options Report.
Links from James Altucher, including a couple of good ones on GOOG.
Stock Pickr, with the worst Dow stocks of the 21st century.
Markman makes the bull case.
Brian Shannon's worthwhile article on multiple time frames.
Very interesting posts from estocastica, which detail and grade trades placed during the day.
Capital Spectator on continued REIT bullishness.
 

Market Expectations:
This AM, we saw the S&P 500 Index and the NASDAQ 100 Index hit contract highs on very strong buying, with the NYSE TICK > 1000.  The Russell 2000 small caps and the midcap stocks, however, could not surmount their overnight highs.  That led me to short the Russell, for a retracement back toward its mean price.  When the most volatile stocks--small caps, mid caps, semis--don't confirm a rally, it generally pays to fade the strength.
[image: image4]
 

Market Summary:  

The market moved higher, but without the participation of small caps on Wednesday.  We closed slightly above the day's average price of ES 1407, placing us precariously in a short-term uptrend.  Buying again was solid in the broad market, with the Adjusted TICK at +355, but neutral among large caps, with the Institutional Composite at -73.  Demand was 56; Supply dipped to 44.  New 20 day highs rose to 1278; new 20 day lows fell to 294.  Institutional Momentum was completely unchanged from Tuesday at +700.  As long as we stay above the recent trading range and can expand the number of stocks making new 20-day highs, the short-term trend remains up.

 

November 22, 2006
Market Ideas:
TraderFeed looks at opening gaps and finds an interesting pattern.
Many thanks to Charles Kirk for inviting me to his excellent Q&A session.  Here are Kirk's most recent links and some great things to be thankful for as the holiday approaches.
Trader Mike and Seeking Alpha passing along nice background every AM.
Downtown Trader asks a good question:  In trading, who is the house?
Very nice illustration of heart rate variability biofeedback from Sharp Brains.
Barry Ritholtz on the Fed spiking the punch bowl.
Links from Adam Warner, including good one on the continued ETF explosion.
Great post on market strength from Chris Perruna.
Yaser Anwar reviews Nordstrom and takes a look at Whole Foods.  I like his concise, informative reviews.
Here's another amazingly informative site, examining Bodisen Biotech's vultures and problems with disclosures.  10-Q Detective is a great example of how to scour through SEC filings to dig up important investment information.
Quantitative Trading examines the relationships among OIH, XLE, and crude oil.  This research, showing you when one asset is out of line relative to others, can frame very worthwhile trading ideas.
All About Alpha, with thoughts on hedge fund compensation.
 

Market Expectations:
The average open to close change in SPY over the last five days has been under .20%.  Since 2004 (N = 724 trading days), we've only seen 29 periods with such a narrow daily trading range.  Interestingly, five days after the very narrow daytrading period, the market was up 20 times, down 9, for an average gain of .28%.  That's notably stronger than the average five-day gain of .17% (414 up, 310 down) for the entire sample.  Low volatility has not been bearish when measured in this fashion. 

 

Market Summary:  

We again had a range bound market on Tuesday and continued the neutral short-term trend.  We closed near the day's average price of ES 1404.5, the fifth consecutive day in which the average price has been in a narrow range.  This has set up some nice mean reversion trades during that time.  Buying dominated the broad market, with the Adjusted TICK at +329, but we saw selling in the large caps, with the Institutional Composite at -161.  New 20 day highs dipped to 1066; new 20 day lows also dipped to 385.  Institutional Momentum fell to +700, with 13 issues in intermediate-term uptrends, 3 in downtrends, and 1 neutral.  We continue in a multi-day trading range; fading the edges of the range when we don't see broad participation and an expansion of new highs/lows has been the winning strategy of late.

 

November 21, 2006
Market Ideas:
TraderFeed examines a trading vehicle for clean energy.
Here's a money manager actively managing a clean energy portfolio; he tells me that no more than 10% of assets should be in such a specialized group of stocks.
For vacationing traders and those on the go, mobile links from The Kirk Report.
Barry Ritholtz on the rise in a skeptical market.
Cautionary notes on Sony from Alpha Trends.
More caution on Sony from Information Arbitrage.
Ticker Sense finds a bullish edge to Thanksgiving Week.
Mergers and more among the Monday links from Abnormal Returns.
ETF Trends on the prospects for a platinum ETF.  
Bill Rempel charts sector relative strength.
MaoXian tracks ETF relative performance.
 

Market Expectations:
The Decision Point site notes a very low 4-day TRIN (Arms Index) reading as of Friday.  Indeed, it's the lowest reading of 2006.  What that tells us is that considerable volume is concentrated among the rising stocks.  Since 2004 (N = 724 trading days), we've had 136 occasions in which the four-day TRIN has been .90 or below.  The next four days in SPY have averaged a loss of -.10% (67 up, 69 down).  That is a weaker return than the average four-day gain of .13% (408 up, 316 down) for the sample overall.  Interestingly, when the four-day TRIN is 1.1 or greater (N = 283), the next four days in SPY average a gain of .26% (172 up, 111 down), twice the average gain.  Bottom line?  When volume is concentrated in winning stocks, profit taking seems to take hold over the next four days.
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Market Summary:  

Monday's market once again stayed range bound, sustaining the neutral trending mode.  We closed near the day's average price of ES 1404.5, the fourth consecutive day in which the average price has fallen within a 3.5 pt. range.  Selling dominated the large caps, with the Institutional Composite ending at -327, and also hit the broad market, with the Adjusted TICK at -177.  Demand rose to 59; Supply was also 59.  New 20 day highs rose to 1214; new 20 day lows dipped to 392.  Among the basket of large caps, we had 12 stocks in intermediate-term uptrends, 4 in downtrends, and 1 neutral, dropping the Institutional Momentum to +800.  The last time the Institutional Momentum gave a negative reading was back on August 9th--a clear indication of the solid momentum behind the recent rally.  We remain in a trading range and need to expand the number of stocks making fresh new highs or lows to establish any directional trend.  As we approach the holiday, I'm not expecting any pick up in volume--and that generally suggests modest volatility.  The VIX, BTW, is now below 10.  Amazing.

 

November 20, 2006
Market Ideas:
Trader Feed looks to ETFs for a broadening of trading horizons.
Top 100 financial blogs from StockPickr.  
Bill Cara on the market's three bears and a great weekly review.
24/7 Wall St. on Starbucks as an evolving company.
Looking at eBay as a value stock, from Controlled Greed.
Links and hedge fund perspectives from Abnormal Returns.
Carl Futia's projections for gold and silver.
Random Roger cautions on information sources re: ETFs that contain less than information.
Jubak's global blue chip picks.
Tony Crescenzi, on why housing won't implode.
 

Market Expectations:
Here is the chart of the Deutsche Bank commodity ETF vs. SPY.  The two have essentially a zero correlation with respect to daily movement, allowing traders to trade historical patterns with an edge in each one, diversifying risk. 
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Market Summary:  

Friday's market closed slightly above its day's average price of ES 1401.5, sustaining a neutral short-term trend.  Buying was evident in the large caps, with the Institutional Composite closing at +215, but there was no comparable buying in the broad market, where the Adjusted TICK ended at -18.  Demand fell to 39; Supply rose to 75.  New 20 day highs fell to 827; new 20 day lows rose to 433.  Institutional Momentum finished at +920, with 13 stocks in the basket closing in intermediate-term uptrends and 3 in downtrends, with 1 neutral.  We're in a three-day trading range; a move to new price highs that expands the number of stocks registering fresh 20-day highs would reinstate the bullish trend.

 

November 19, 2006
Market Ideas:
Trader Feed's anachronistic and impulsive post on greatness.
Performance resources worth a look.
The Trader Performance page views trading from a transtheoretical angle.
New posts to the Articles page.
Weekend reading from NYSE Trader.
Barry Ritholtz, on poor participation in the Dow's rise.
Weekend links from Daily Options Report.
Larry Nusbaum tracks housing.
Concern about credit default swaps from Immobilienblasen.
Links and a large blogroll from Snapsheet.
Market perspective from Trading the Charts.
The Housing Doom blog revisits a real estate commentary.
Capital Chronicle with a business cycle overview.
 

Market Expectations:
Value continues to trump growth, even among small caps.  Note that we've made a new high in small cap value, but not growth.  What appears to be relative weakness since May in small caps vs. large caps is actually a growth vs. value source of weakness that cuts across the different capitalization indices.  I find the thesis of an easing Fed and a fresh bull market questionable, given the lagging growth stocks.  
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November 18, 2006
Market Ideas:
Trader Feed, on losing money buying in an uptrend.  See also how strength begets strength.
I'm in the middle of research on predicting the overnight move in stocks.
Many thanks to Alvaro Fernandez and the Sharp Brains blog for their interview with me.  Check out this post on physical and mental fitness and this post on the value of biofeedback.  
Four things you can do now to improve yourself as a trader.
I continue to be impressed by the ways traders can benefit from the new Stock Pickr site.  Very interesting to see what the pros are doing.  Here are ten stocks trading below their net asset value.
Gary Shilling's gloomy outlook for housing via John Mauldin.  Half of all homes for sale are vacant.
Excellent interview with Steven Drobny by Yaser Anwar.
I like this Wall St. breakfast feature posted by Trader Mike.
Fine post on chasing success from Trader X.
Jason Goepfert of the excellent SentimenTrader service reminds us of the bullish seasonal bias during the days leading up to Thanksgiving.
Chris Perruna's screen of stocks to buy; see also his article on poker and trading.
Downtown Trader finds some reversal patterns with volatility bands.
Migrating market leadership, from Portable Alpha.
 

Market Expectations:
We continue to see good participation in the market rise.  With 80 annual new highs among S&P 500 stocks on Thursday, we still are not seeing an expansion of new highs above and beyond those recorded during the March-May period.  This is true among the S&P 600 small caps and S&P 400 midcaps as well.  Indeed, new highs in those indices are below the level reached the previous week, which suggests to me that the rally may stall here.  Still, with 82% of S&P 500 stocks and 75% of small caps trading above their 50-week moving averages late this week, it's hard to say we're breaking down here.  Friday we had only 827 new 20-day highs and 433 new lows--pretty punk for being so close to bull highs.  That is down from a much more robust 1600 new 20-day highs and 349 new lows on Thursday.  Bottom line?  As I mentioned in my Trader Feed post, upmoves with strong participation tend to continue their upward course 20 days later.  Nearer term, however, we seem to be losing some steam. 

 

November 14, 2006
Market Ideas:
Trader Feed examines historical patterns in the Russell 2000 Index.
My Trading Markets article on Web 2.0 tools for researching trading ideas.
We're seeing reversion to the mean even at intraday levels, setting up a nice trading pattern.
Nice explanation of cointegration and correlation and implications for trading strategy from Dr. Chan.
Trader Mike questions the contrary value of trading blogs.
The Big Picture focuses on the big numbers coming out.  Also check out Barry's post on recession risk.
Plethora of links from Charles Kirk, including a very interesting one on the Treasury doing the work of the Fed.
Jon Markman, on the virtues of PG.
 

Market Expectations:
Off the radar:  The Saudi stock market has dropped from over 20,000 in the first quarter of this year to a little over 8400 yesterday.  Jordan is down from 9000 to 6000 during that same period.  Egypt is down from 68,000 to 57,000; Turkey is down from 47,000 to 39,000.  With the decline in oil prices and possible economic slowdown looming, the Saudi bubble burst. 

Despite indications of bullishness from market surveys, such as the AAII poll, it is interesting that traders utilizing the Rydex funds have not been participating in this recent bull swing.  Are bulls tapped out?   
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Market Summary:  

Monday's market opened higher, but then fell back into range bound trade for the remainder of the trading session.  We closed near the day's average price of ES 1389, sustaining the neutral short-term trend.  The Power Measure also closed neutral, reflecting late range bound trade.  Selling dominated the broad market, with the Adjusted TICK at -295, but we saw buying among the large caps, with the Institutional Composite finishing at +323.  Demand rose to 78; Supply also rose to 56.  New 20 day highs rose to 1111; new 20 day lows dipped to 481.  Institutional Momentum rose to +640, with 12 stocks in intermediate-term uptrends and 5 in downtrends.  We continue in a multiday range; a rise above Monday's highs that expands the number of stocks registering fresh 20-day highs would re-establish the short-term uptrend.

 

November 13, 2006
Market Ideas:
Trader Feed offers a series of articles on using brief therapy techniques to become your own trading coach:  Part One, Part Two, Part Three.  More self-help posts on the Articles page.  
Here's some of my weekend reading.
Why successful traders regress to the mean, from Henry Carstens.  The really excellent traders discover fine milkshakes.
Why it's tough to be a trend follower.
Tongue firmly in cheek, Bill Rempel finds the signs of trading addiction.
I notice the Trading the Charts site has opened free forums, including comments from advisors and trading education.  Nice addition to the market updates.
John Mauldin on the bubble and weakening economic conditions.
Charles Kirk's boot camp regimen for following winners.
Victor Niederhoffer on specialization, division of labor, and trading.  Very relevant for those who contemplate changing markets and time frames.
PIMCO's Bill Gross on alpha/beta anemia and what it portends.
Very thoughtful take on rates, housing, and the Fed from Paul McCulley.
 

Market Expectations:
So where are our measures of market strength and momentum at week's end?  On Friday, we saw 842 stocks make fresh 20-day highs and 511 make new 20-day lows.  This continues to show us that, despite our being near bull market highs, a fair number of stocks are performing relatively poorly.  Interestingly, 420 NYSE stocks were making 20-day highs and only 170 were making 20-day lows.  On the NASDAQ, the ratio was much closer:  262 made new highs; 221 made new lows.  When we look at stocks trading for over $10/share, new 20-day highs lead new lows by a 2:1 margin.  The ratio is close to 1:1, however, for stocks trading under $10/share.  In all, big caps seem to be outperforming small caps.  Note that, for all the attention given to Dow 12,000 and bull market highs, the S&P 600 small caps are trading below their May peak.  Only 21 of the 600 stocks made new annual highs on Friday; only 42 made new 52-week highs earlier in the week.  During the runup to May, we saw 100 annual new highs among small caps.  The story is the same for the S&P 400 midcaps: only 20 made annual new highs on Friday, and we remain well below the May peak in price and in new highs.  
Provocative longer-term trading idea:  We have seen bull market highs in the small and mid cap stocks and a bear market has already begun in those sectors. 

 

Market Summary:  

Friday's market opened a bit higher, traded lower, and finished in a range bound mode.  This kept us in a neutral short-term trend, as we closed slightly above the day's average price of ES 1382.5.  The Power Measure closed positive, reflecting late buying.  The Adjusted TICK showed some buying interest in the broad market, as it closed at +196, but the Institutional Composite finished neutral at -40.  We continue to see very weak buying sentiment in these measures.  Demand rose to 74; Supply dropped to 47.  New 20 day highs fell to 842; new 20 day lows also dipped to 511.  Among my basket of large caps, 12 are trading in intermediate-term uptrends, 5 in downtrends for an Institutional Momentum of +580.  We continue in a multi-day range and need to see an expansion of new highs along with new price highs to sustain the recent bull move.

 

November 9, 2006
Market Ideas:
Trader Feed looks at what drives investor sentiment--and finds a historical edge.  
Alternative energy was out of the gate following the election results.  Kirk tracks other winners and losers in the election aftermath.
Some lessons I learned from my early trading mistakes.
Dave Mabe of StockTickr has the cover of my book figured out, as well as the first 50 pages.
Great research on margin debt from CXO Advisory.
Fine overview of capital markets and economic prospects from Bill Cara.
Insights into mob rule and Delphi from 10Q Detective.
Interesting post from the Downtown Trader blog: Even analysts fight with fear and greed.
Brain fitness and physical fitness, from Sharp Brains.
Great post on the fallibility of prognostications from Barry Ritholtz.
Bevy of links from Abnormal Returns.
Excellent post on the return of the carry trade from Random Roger.
Jon Markman has great ideas on how to play the return of high oil prices.
Larry Nusbaum on the coin market.
Alpha Trends tracks an intact bull in the NASDAQ.
 

Market Expectations:
We closed higher, but new highs on the NYSE dropped from 306 to 263.  On the S&P 500, we saw a rise to 49 new highs from 42.  S&P 600 small caps dropped from 42 new highs to 40; the midcaps rose to 30 new highs from 18.  The NASDAQ Composite dropped from 138 to 114 new highs; the NASDAQ 100 rose from 9 new highs to 10.  The Dow 30 Industrials dipped from 6 new highs to only 4, despite the rise to new bull price highs.  In all, participation in the rises lately has been a mixed bag--not the steady increase in new highs we saw earlier in the bull swing. 

 

Market Summary:  

Wednesday's market opened lower on election news, but recovered nicely in the afternoon.  We closed above the day's average price of ES 1386.5, sustaining the short-term uptrend.  The Power Measure closed positive, reflecting afternoon buying.  Buying pressure was modest in the broad market, with the Adjusted TICK at +77, and in the large caps, with the Institutional Momentum at +74.  Both measures show quite a divergence from recent price strength.  Demand fell to 63; Supply rose to 60.  New 20 day highs dipped to 1111; new 20 day lows rose to 518.  Let's keep an eye on those new lows; they're a bit high considering we're near bull highs.  Institutional Momentum dipped to +760, with 13 issues in uptrends, 4 in downtrends.  We continue to make price gains, but momentum is waning and new highs are well below their levels from late October.

 

November 8, 2006
Market Ideas:
Trader Feed:  The market is full of bull!
A different application of psychology to trading.
Links and more from Charles Kirk; check out the article on excess cash and the potential for tightening in the face of runaway money supply.  Great quote from Grantham.
The shift toward junk in U.S. credit markets and much, much more on a global train wreck from Mish.  Great, great blog site; very thoughtful posts.
Trader Mike tracks the indices; thanks to Mike for the link to the Stock Tickr interview with Jason.
James Altucher's Stock Pickr site tracks the tech stocks recently recommended by Cramer.  It's a great way to see who is buying issues you're interested in.  Here are the small cap picks from the Schneider Small Cap Value fund, which sports an 8-year winning streak.
I like how the Trader X site details its trades.  If you're willing to spend time with the site, you can learn a great deal.
Great idea from Tyro re: looking at trade return distributions.
Nice perspective on the BRICs from Trade Ideas.
The mobile market for MSFT, from Yaser Anwar.
The New Economist, via The Big Picture, on the rewriting of history by market analysts.
Interesting election links from Abnormal Returns.
 

Market Expectations:
We're seeing 77% of S&P 500 stocks above their 50-day moving averages, down from near 90% at the recent market peak.  There's more weakness in S&P small caps, which have 66% of issues trading above their 50-day averages, down from 86% recently.  We saw an intraday bull high in the NYSE and Dow on Tuesday, but only 300 NYSE issues made 52-week highs, down from over 400 two weeks ago.  We saw 42 new annual highs among S&P 500 stocks, down from the recent peak of over 80, and 42 new highs among small caps, down from 70.  Let's see if the two-day swing can broaden out its participation.  If not, I'll be looking at this recent rise as part of a topping process. 

 

Market Summary:  

Tuesday's market opened strong and continued higher before settling back in the afternoon.  We closed near the day's average price of ES 1389, continuing the short-term uptrend.  The Power Measure closed solidly negative, reflecting the afternoon selling.  We saw modest buying in the large caps, with the Institutional Composite at +125, but the Adjusted TICK was flat at -18.  Demand fell to 88; Supply rose to 44.  New 20 day highs rose to 1324; new 20 day lows dipped to 399.  The Institutional Composite jumped to +840, with 13 stocks in uptrends, 3 in downtrends, and 1 neutral.  As long as we continue to see day-over-day price highs and an expansion of 20-day highs, the trend will favor the bulls.

 

 

November 7, 2006
Market Ideas:
Trader Feed tests the market winds and finds a bull.
Surprise findings regarding bullish sentiment among investor surveys.
Here's my recent Trading Markets article on short-term performance of sentiment surveys.
Many thanks to Value Blog Review for the kind review of my new book.  Check out Steven's blog reviews as well.
I also greatly appreciate Yaser Anwar's review of "Enhancing Trader Performance".  His post on a mid-cycle slowdown is just excellent. 
Insightful post on uneven economic recovery from The Big Picture.  Barry also adds his spin on being a trading junkie.
Trader Mike finds the rise before a buyout offer just a bit suspicious.
A Dash of Insight offers, well, a dash of insight into economic reporting.
How much leverage should you use?
Tom Lydon on ETF investing in India.
Excellent perspective from Hussman via Immobilienblasen re: the dangers of chasing a bull market.
Eye-opening article from Paul Kasriel via John Mauldin re: the housing market and where it's headed.
 

Market Expectations:
Investor sentiment is not yet above 60% bulls, which has tended to precede market peaks since 2004.  Dips below 50% bulls have marked some good buying opportunities.
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Market Summary:  

Monday's market opened higher and continued strong through most the session. We closed well above the day's average price of ES 1380.5, initiating a short-term uptrend.  The Power Measure was positive through the day, a sign of persistent buying.  We saw only modest buying in the large caps, with the Institutional Composite at +53, but greater buying in the broad market, with the Adjusted TICK at +268.  Demand soared to 145; Supply fell to 23.  New 20-day highs rose to 1076; new 20 day lows fell to 408.  Institutional Momentum jumped to +580, with 13 stocks in intermediate-term uptrends and 4 in downtrends.  We're at a resistance area in the 1385 region ahead of elections.  As long as we see higher price highs and an expansion of stocks making fresh 20-day highs, the short-term trend will remain up.

 

November 6, 2006
Market Ideas:
Trader Feed takes a solution-focused look at trader development.
More on margin debt and historical trading patterns.
Great weekend review from Bill Cara, who sees recession looming.
Paulo de Leon sees economic deceleration on the horizon (Spanish language; Babel Fish translation).  Here he nicely notes how studying markets and developing systems generates a "feel" for markets that allows him to outperform the systems.
Victor Niederhoffer's reading list.
U.S. and U.K. links from MoneyScience.
Another insightful post re: trading addiction from Trader ZBS.
Muckdog's weekend links.
Opening range trade from Trade Ideas.
Interesting book covers using ETFs for IRAs.
Trading the Charts shows oil decoupling from precious metals.
 

Market Expectations:
One of my current research projects is examining patterns between the NYSE TICK and the volume at the bid vs. offer in the ES futures (available through Market Delta and, in a different version, from CQG).  It's a minute-by-minute look, and it's proving instructive.  Interestingly, the correlation between the two measures is about .58--high, but revealing in that only about 35% of variance is shared between the measures.  The periods of divergence between the two indicators of buying/selling sentiment are instructive.  When TICK is strong, but volume at the offer is weak in ES, it means that stock traders are buying equities, but the large index traders in ES aren't participating.  Conversely, when volume at ES is dominantly at the bid but TICK is strong, it means that futures traders are puking positions, but that there isn't broad market selling.  I will need further study to see if tradable ideas emerge from this look. 

 

Market Summary:  

Friday's market continued the pattern of selling, closing below the day's average price of ES 1370.5 and sustaining the short-term downtrend.  The Power Measure closed positive, reflecting afternoon buying off the day's lows.  Selling again dominated the large caps, with the Institutional Composite at -376, and the broad market, with the Adjusted TICK finishing at -609.  Interestingly, Demand rose to 71; Supply dropped to 57.  New 20 day highs rose to 652 and, most interesting of all, new 20 day lows fell to 779.  Institutional Momentum remained at +60, with 8 of the large cap issues in the basket trading in intermediate-term uptrends and 9 in downtrends.  We continue to see price lows and heavy selling pressure, but on Friday many small caps and mid caps resisted the trend.  Let's see if that helps us put in a short-term bottom.  I will be cautious selling tests of the Friday lows if we do not see an expansion of stocks making fresh 20-day lows.

 

November 5, 2006
Market Ideas:
Trader Feed examines margin debt and finds an indicator that has worked well over the years.
The Trader Performance page looks at the dark side of trading.
Emotion affects traders more than personality: Research study.
Quite a weekend linkfest from Barry Ritholtz.
CXO Advisory:  "the difficulty of successful investing/trading probably makes many investors/traders underestimate their own knowledge/abilities and overestimate the knowledge/abilities of advisors."
Here is the weekend blog watch from James Altucher.
And here's more weekend reading from Adam Warner.
And a bunch more from Abnormal Returns.
Bill Rempel, with a nice analysis of American Eagle.
Justin Lenarcic offering a free trial to his portfolio service and an update of stock selections.
Excellent coverage of the hedge fund world from the Alpha Male, including this great analysis of research coming from Andrew Lo's program.
Great article and quote from John Mauldin:  "Let's start with a portfolio diversified among two or more asset classes. At some point one of those asset classes will either underperform or undergo severe volatility. At such times the data suggests that a typical investor will switch to the better performing asset class. And this is precisely what almost guarantees that his total portfolio is going to underperform in the future."
Market Expectations:
Sometimes a picture really is worth a thousand words.  Decision Point tracks gold vs. the U.S. Dollar Index, 2002-present. 
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November 4, 2006
Market Ideas:
Trader Feed offers perspectives on joining a trading firm.
Lots of weekend links from Charles Kirk, including some election outlooks.
Random thoughts from Adam Warner, including the effects of electronic trading on markets.
An opportunity for those in Denver to hear and meet Brian Shannon of Alpha Trends.
Trading the Charts, with a view on this market correction.
Larry Nusbaum's market wrap.  See also his take on housing.  
Here's Barry Ritholtz's housing perspective.
A screaming setup from Tom C. at the Trader X site.
 

Market Expectations:
Elevations of the 4-day Arms Index (TRIN) have done a pretty good job catching short-term lows in the past week.  As the excellent Decision Point chart shows, we had just such an elevation this past week.
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November 3, 2006
Market Ideas:
Trader Feed looks at what it takes to get your life back when you have an addictive pattern of trading.
Many thanks to the education departments at the Chicago Mercantile Exchange and the Chicago Board of Trade for sponsoring Thursday's panel discussion on peak performance electronic trading.  The reception from attendees was very positive, and the questions during the Q&A were excellent.
Also many thanks for the kind mentions of my new book on several blog sites.  I particularly appreciate Trader Mike's support of the book in his recent post.
Brian Shannon makes a great point re: the bearish emotions evoked by a reversal to the downside.
Hey, props to Carl Futia for having called this market decline.  Here's his update.
Hard to believe in this Web 2.0 world that companies are still doing the hard sell.  Great post from Charles Kirk.
Nice presentation of a favorite P&F chart pattern from Piranha; congrats on his getting an article into The Traders Journal.  
Wily Trader, on when there is a convergence of evidence on a single trade idea.  Very interesting.
Nice to see Abnormal Returns in the stock spotlight at The Big Picture.  Excellent post on stock replacement strategies.
Ticker Sense tracks oversold and neutral ETFs.
 

Market Summary:  

Thursday's market opened lower before stabilizing ahead of the big employment numbers on Friday.  We closed slightly above the day's average price of ES 1370.5, sustaining the short-term downtrend.  We can see how selling has hit the broad market, as measured by the NYSE TICK, which closed at -413.  It's also hit the large caps hard, as seen in the Institutional Composite, which ended at -319.  Demand was 36; Supply stayed high at 126.  New 20 day highs fell to 605; new 20 day lows rose to 1095.  Institutional Momentum ended at +60, with 8 issues in uptrends, 9 in downtrends.  We continue to hover below the recent trading range and, as long as we see lower price lows and continued expansion of stocks making new lows, the trend remains down.

 

November 2, 2006
Market Ideas:
Trader Feed takes a hard look at when trading gets out of control.
The first allotment of "Enhancing Trader Performance" books sold out at Amazon; thanks for the interest and support.  More should be in shortly.  Here's the post with the sample chapter from the book.
Many thanks to Brian Shannon of Alpha Trends for his kind comments about the new book.  Here are his thoughts on a tiring market and how distribution has led to breakdown.
The Market Speculator posts my response to a question on intuition and risk taking.  Very interesting issue.  Also check out his provocative post on oil price manipulation.
More fine links from The Kirk Report, including stats on the market's performance during the last two months of the year.
Great insight from Globetrader on keeping your own statistics, finding your consistencies, and becoming your own trading system.
Dashing Goldilocks and a question about soft landings from The Street Light, via The Big Picture's blog spotlight.
Nice to see Howard Lindzon and Wallstrip taking number one iTunes download status, with thanks to Trader Mike for the link.
Trader Eyal with the kind of experience that would lead Buffett to buy HSBC stock.
Money Management blog offers links and an excellent post on position sizing (French language; check out Babel Fish for translation); English language links with the article.
Fascinating posts on the Sharpbrains blog.  I like the idea of cognitive fidelity in training.
 

Market Expectations:
The proportion of S&P 500 stocks above their 20-day moving averages has dropped to about 56% from a peak near 85% just last week.  Similarly, we're seeing about 74% of stocks above their 50-day MAs, down from over 85% last week.  The drop is even more stark among small caps.  Only 40% of S&P 600 small caps are above their 20-day moving averages and only 60% are above their 50-day MAs.  That's down from 90% and 85% respectively.  Dow stocks, so far, are holding up better.  Bottom line?  It looks as though we put in a momentum peak for this bull leg.  Price peaks generally follow peaks in momentum, so we should be looking closely at the strength of future upmoves for evidence of topping. 

 

Market Summary:  

Wednesday's market traded steadily lower through the day, led by small caps.  We closed below the day's average price of ES 1379, initiating a short-term downtrend.  The Power Measure was negative through most the day, reflecting persistent selling.  Indeed, selling once again dominated the large caps, with the Institutional Composite at -345, and the broad market, where the Adjusted TICK ended at a very weak -678.  Demand fell to 36; Supply rose sharply to 163.  This means that we have more than 4 stocks with significant negative momentum for every one that has positive momentum.  New 20 day highs fell to 977; new 20 day lows again rose to 711.  This is the highest level of new lows in nearly a month.  Institutional Momentum took a sharp drop to +40, with 5 issues trading in intermediate term uptrends, 10 in downtrends, and 2 neutral.  We've broken below the recent trading range and need to stay below that range with an expanding number of stocks registering fresh short-term lows to continue the downtrend.

 

November 1, 2006
Market Ideas:
Trader Feed looks at the limitations of anecdotal market reasoning.  Thanks to all participants in the Morning With the Doc.  See the section below for a little processing of that session.
Alpha Trends finds greater strength in the NASDAQ 100 (QQQQ) than the semiconductors.
Do political contributions by corporations affect stock performance?  Great research summary from CXO Advisory.
Some ideas re: mindfulness in trading from Van Tharp; thanks to Trader Mike for the feedback on Tharp's work.
Nice tracking of sector performance from Charles Kirk.
Barry Ritholtz summarizes fascinating research on which parties win elections and how markets perform.
Yaser Anwar, with an investment idea in Rogers Communications.  Check out his weekly analysis of markets and the economy; excellent stuff.
Ticker Sense tracks markets on the election.
Great post on making money from dull industries and stocks from Crossing Wall St.
Adam Warner with a BIDU trade idea.
Jubak finds a brave new world of tech stocks.
 

Market Expectations:
Great example of how trades that don't pan out can provide useful information for subsequent good trades.  I went into Tuesday with a bullish framework, bought into the AM dip and looked good on the subsequent rise before scratching the trades on the late AM pullback.  The pullback took the ES below yesterday's lows, but the other major averages did not make new daily lows.  In other words, there was weak participation to the downside.  I recalled from my scratched trade something I had written on the blog during the Morning With the Doc: I should have recognized we were in a range bound market oscillating around the 1383 average price.  When TICK started making higher lows, I bought ES and rode it back to that average price.  The takeaway lesson is that every trade--even a disappointing one--can be a good learning experience.  If your research is solid, you'll get your share of worthwhile setups.  You just have to control losses when things don't pan out so that you always have a shot at coming back and being green on the day.    

 

Market Summary:  

Tuesday's market moved lower on economic news, rallied, and then sank below Monday's lows (see above) before rallying in the afternoon and closing little changed.  We ended near the day's average price of ES 1382, sustaining the neutral trend.  The Power Measure closed positive on afternoon buying, but selling overall dominated the large caps and the broad market.  The Institutional Composite once again closed weak at -308; the Adjusted TICK finished at -133.  Demand rose to 57; Supply was 73.  New 20 day highs rose to 1128; new 20 day lows dipped to 451.  Institutional Momentum dropped to +480, with 12 stocks in intermediate-term uptrends, 4 in downtrends, and 1 neutral.  We continue in a multiday trading range and need to stay above Tuesday's lows to have an opportunity to test the bull highs.  

