December 24, 2004
Best wishes for a wonderful holiday season and a Happy New Year.  This will be the final Weblog of the 2004 year.  Many thanks to traders who have been a source of inspiration and friendship in the past year.  2005 promises to be an exciting year, with several new initiatives planned at Kingstree.  I hope to share some of those in 2005's entries.   

The market traded in a narrow range on thin volume on Thursday, shifting the trend to neutral and closing below the day's average price of ES 1214.  The adjusted TICK was neutral at +79, but selling dominated the large caps, with the Institutional Composite finishing the day at -464.  Demand was 56; Supply was 40.  We saw a dip in 20 and 65 day new highs to 1088 and 829; new 20 and 65 day lows also dropped to 284 and 103.  Note that the average prices for the past eight days have been 1204, 1206, 1206, 1199, 1200, 1203, 1211, and 1214.  This is setting up an intermediate-term breakout move.  A break above the 1458 new 20 day highs registered on 12/15 would sustain the uptrend; an expansion of new 20 day lows beyond the 581 from 12/17--and especially the 808 from 12/8-- would suggest an intermediate-term downtrend. 

December 23, 2004
Continued buying pressure pushed the ES to a bull market high, sustaining the short-term uptrend.  We closed near the day's average price of ES 1211; dips that remain above the previous market peak level of 1210 are candidates for buying.  Given a tailing off of new intraday highs among my basket of stocks late in the session, I would be wary of any tests of Wednesday's highs that do not expand the number of stocks registering fresh new highs.  Note also that the basket of stocks continues to register fewer new lows on this upmove than we saw last month.  Demand ended the day at 85; Supply was 45.  The adjusted NYSE TICK was +429; the Institutional Composite was +181.  New 20 and 65 day highs expanded to 1304 and 973, below the levels reached on 12/15.  New 20 and 65 day lows dropped to 367 and 127.   

December 22, 2004
Early selling in Tuesday's market could not take the averages below their Monday lows, setting up a strong afternoon rally that moved the trend to bullish and kept prices well above their volume-weighted averages.  The day's TWAP of ES 1203 was ahead of Monday's level, and we closed higher still.  Buying was quite strong, with the adjusted TICK at +614 and the Institutional Composite at +413.  Demand rose to 92; Supply was 41.  New 20 and 65 day highs rose to 996 and 749; new 20 and 65 day lows fell to 467 and 128.  Buying dips that remain above the TWAP is the operative strategy. 

December 21, 2004
The market could not sustain early strength on Monday, dropping below its average price and once again taking the short-term trend into bearish territory (below -2.0 for the ES futures).  We should stay below this level if the downtrend is to continue.  Meanwhile, however, the number of stocks registering new short-term lows dried up during the afternoon, moderating the session's weakness.  We closed slightly below the day's TWAP of ES 1200; once again, we should stay below that level to continue the downtrend.  Selling was evident through the day, with the adjusted TICK at -344 and the Institutional Composite finishing at -589.  The Cumulative TICK Line shows a recent trend toward greater selling over the past several days.  Demand was 57; Supply was 79.  New 20 and 65 day highs rose to 979 and 716; new 20 and 65 day lows dipped to 566 and 156.  We need to see an expansion of new lows on any break below Monday's lows to sustain the downtrend. 

December 20, 2004
Friday's market broke lower in early trade, dropping below its trade weighted average price and turning the trendiness measure bearish before an afternoon recovery that placed us in the neutral (non-trending) range.  The TWAP of ES 1199 was well below Thursday's level, and we trade slightly below that mark as I write.  Selling was evident through the day in the large caps, with the Institutional Composite ending at -424.  The adjusted TICK finished at a neutral +69, however.  Demand was 50; Supply was 80--actually a stronger reading than Thursday.  New 20 and 65 day highs dropped to 834 and 598; new 20 and 65 day lows rose to 581 and 165.  I have mentioned the weak new high/new low numbers for several days now, and they continue to pose a concern re: the intermediate-term sustainability of the recent rally.  Meanwhile, a drop below Friday's lows that is accompanied by an expansion of new lows would turn the trend bearish.  I would be very careful selling early weakness that does not expand new lows, as we saw signs of trend strengthening as the afternoon wore on. 

December 19, 2004
Last week's article discussed a new measure of trending.  This week, I compare the new measure with the old one and look at the implications for trading.  November's Weblog entries are archived above; articles are archived here. 

December 17, 2004
The market stayed within a trading range on Thursday, continuing a neutral trending mode, with an average price of ES 1206.  There was heavy selling in the broad market, with the adjusted TICK at -628.  Selling also was dominant among the large cap issues, with the Institutional Composite at -148.  Demand wound up the day at 40; Supply was 99.  New 20 and 65 day highs dipped to 1128 and 810; new 20 and 65 day lows expanded to 469 and 145.  Continued weakness among the new highs/lows has me questioning the longer-term viability of the recent uptrend.  I would be very cautious chasing highs that cannot expand the number of stocks registering fresh short-term new highs.  A break below Thursday's lows that expands the number of new lows would set us up for a short-term bearish trend. 

December 16, 2004
The market moved into a neutral trending mode, placing us in a trading range defined by the day's highs and lows.  The market closed with an average price of ES 1206, higher than its previous day's level.  Buying was strong for the fifth consecutive session, with the adjusted TICK at +234.  The Institutional Composite ended at +266, its strongest showing in two weeks.  Demand finished the day at 91; Supply was 42.  New 20 and 65 day highs rose to 1458 and 352; new 20 and 65 day lows fell to 352 and 125.  While this is an improvement, new highs continue to lag the levels seen last month--something particularly noticeable among my basket of stocks.  Interestingly, the Cumulative TICK is also lagging, as is Money Flow within the basket.  It is premature to sell this market, as long as we continue to make higher highs, with expanding new highs and a positive Demand/Supply balance.  I would be cautious about chasing highs, however, if new price peaks are not accompanied by an expansion in the number of stocks making 20 day highs. 

December 15, 2004
The market continued its uptrend on Tuesday, trading above its average price throughout the day.  The TWAP of ES 1204 was higher than Monday's level, the fourth consecutive day of rising average prices.  Buying continued strong, with the adjusted TICK at +237 and the Institutional Composite at +107.  Demand was 95; Supply was 37, continuing the positive momentum.  New 20 and 65 day highs rose to 1178 and 417, once again well below levels seen in November and even early December.  New 20 and 65 day lows were 417 and 145.  Buying dips that remain above ES 1202 is the operative short-term strategy, but the weak new high statistics have me nervous longer-term.  If we get a shift to a short-term downtrend prior to any further expansion in the number of stocks making fresh new highs, I would not hesitate to sell this market. 

December 14, 2004
The market on Monday opened higher and remained in a positive trend through the day, with prices staying above their trade weighted average price (TWAP), which finished at ES 1197.  There was buying pressure in the broad market, with the adjusted TICK at +431, but large market participants were neutral, with the Institutional Composite at -6.  Demand was a strong 110; Supply was 47.  New 20 and 65 day highs were 1015 and 761--far below the levels seen in November--and new 20 and 65 day lows were 472 and 118.  We need to see broader participation in the new highs to sustain this move to bull market highs in the S&P.  The trend remains bullish as long as we are getting higher highs, higher lows, and a positive Demand/Supply balance with expanding new highs.  Buying dips that hold above the TWAP remains the operative strategy. 

December 12, 2004
The article of the week introduces a new measure of "trendiness" that I will be following on the Weblog each day.     

December 10, 2004
The market rallied sharply after moving below Wednesday's lows, moving above the TWAP and turning our short-term trend bullish.  The day's TWAP of ES 1183 was ahead of Wednesday's level, and we closed well above that mark.  Buying was strong on the rally; the adjusted TICK finished at +439, while the Institutional Composite ended at +203.  Demand was 63; Supply was 79.  New 20 and 65 day highs rose to 649 and 452; new 20 and 65 day lows actually dropped to 807 and 147.  Buying dips that remain above ES 1185 is the operative strategy. 

December 9, 2004 

Not all data available due to problems with price server 

Wednesday's market stayed within Tuesday's range, establishing value--the trade weighted average price (TWAP)--at the lower level of ES 1181.  The short-term trend remains bearish, but we need to see a break below Wednesday's lows, accompanied by an expansion in the number of stocks registering fresh new lows, to sustain the downtrend.  A move above Wednesday's highs--particularly if accompanied by an expansion in the number of new highs--would turn the short-term trend bullish.  Demand ended the day at 68; Supply was 75.  New 20 and 65 day highs fell to 558 and 373; new 20 and 65 day lows rose to 808 and 169.  Bounces that remain below the TWAP are candidates for selling. 

December 8, 2004
The market broke sharply lower Tuesday afternoon, continuing the bearish short-term trend.  The day's TWAP of ES 1186 was below Monday's level, and we closed sharply below that mark.  Selling was very heavy, with the adjusted TICK at -1252 and the Institutional Composite at -545.  Demand was 25; Supply was 170.  New 20 and 65 day highs dropped to 861 and 632; new 20 and 65 day lows soared to 671 and 152.  Selling bounces below ES 1184 is the operative strategy. 

December 7, 2004
The market traded in a narrow range on Monday, moving below Friday's lows and turning our short-term trend modestly bearish.  We need to trade below Monday's lows and expand the number of stocks registering fresh new lows to continue the downtrend.  The day's TWAP of ES 1189 was below Friday's level.  Selling dominated, with the adjusted TICK at -354 and the Institutional Composite at -316.  Demand ended the day at 39; Supply was 84.  New 20 and 65 day highs were 1080 and 793; new 20 and 65 day lows were 370 and 95.  A couple of traders asked the question during the day how it is possible to determine whether or not an intraday move is likely to continue vs. reverse.  A very short-term measure of stocks making new highs/lows is one helpful tool.  Note in this chart how two-hour highs/lows tend to lead intraday market turns over the past three trading days. 

December 6, 2004
Friday's market swung within a fairly broad range, shifting us to a neutral short-term trending mode.  This puts us in breakout trading mode, with the range extremes defined by Friday's highs and lows.  Moves above or below these extremes, accompanied by an expansion in the number of stocks registering short-term new highs or lows, would shift us to a trending mode.  In the interim, caution is advised at range extremes where volume, momentum, and new highs/lows dry up.  The day's TWAP of ES 1192 was slightly ahead of Thursday's level.  The adjusted TICK was +195; the day's Institutional Composite was -153.  Once again, we are seeing Institutional Composite levels that are more typical of market bottoms than tops.  New 20 and 65 day highs fell to 1363 and 1042; new 20 and 65 day lows also dropped to 331 and 108.  As long as 20 day new lows stay above the 472 registered on the 2nd, I would be cautious selling this market.  Demand finished the day at 55; Supply was 54.  We're in a narrow range, but I would not turn short-term bearish on this market until we see markets make new lows day over day, with an expansion of stocks making new lows. 

December 5, 2004
The Chicago Mercantile Exchange and my trading firm, Kingstree Trading, LLC, are sponsoring an educational session for aspiring professionals in electronic futures trading.  I will be lead presenter for the session.  Here is the Merc's notice for the program.  Please note that attendance is limited to Merc members and employees of Merc member firms.  I *may* have the ability to invite a couple of outside guests to the session; if you've communicated with me in the past and wish to look into attendance, please email me at the address on my Bio page.  The sessions will be held on Thursday, December 9th. 

December 3, 2004
The market moved higher on Thursday, continuing the short-term uptrend despite higher than usual selling.  The day's TWAP was well ahead of Wednesday's level, and we closed well above the TWAP following a strong report from Intel.  Interestingly, the adjusted TICK was -576 and the Institutional Composite was only -94.  More stocks displayed negative momentum than positive, with Demand at 48 and Supply at 79.  New 20 and 65 day highs dipped to 1576 and 1257; new 20 and 65 day lows rose to 472 and 168--the highest level of new lows since early last month.  What this is telling us is that the average stock is losing strength in spite of new highs in the S&P.  That makes me question the lasting power of the current rally, including this recent gap upward due to the Intel news.  Although the operative strategy remains buying dips that hold above the TWAP, I would be cautious jumping into early strength unless the number of stocks making fresh new highs expands significantly. 

December 2, 2004
The market broke out of its narrow range on Wednesday, propelling a trend day to the upside and turning the short-term trend bullish.  The day's TWAP of ES 1186.5 was well ahead of Tuesday's level, and we closed above that mark.  Buying was strong through the day, with the adjusted TICK at +485.  For the first day in two weeks, the Institutional Composite moved higher, at +423.  Demand expanded to 111; Supply was 42.  New 20 and 65 day highs expanded to 1981 and 1565, also the highest level in two weeks.  New 20 and 65 day lows were 350 and 130.  Buying dips that remain above the TWAP is the operative strategy for early trade Thursday. 

December 1, 2004
A narrow inside day left the market in a neutral trend, bracketed by the day's highs and the previous day's lows.  Tuesday's TWAP of ES 1176 was below Monday's level and, for the second straight day, we saw considerable selling.  The adjusted TICK was -443, and the Institutional Composite was -542.  Oddly, despite the modest nature of the recent pullback, the Institutional Composite is at levels normally associated with intermediate-term market lows.  This bears watching,  Demand ended the day at 36; Supply was 81.  New 20 and 65 day highs dropped to 1273 and 967; new 20 and 65 day lows expanded to 442 and 143.  This is the highest level of new lows since early November and also bears watching.  In all, large caps and semiconductors are underperforming small caps.  Large market participants have been heavy sellers of this market, and this will need to change to sustain an uptrend.  We will also need to see an expansion of intraday lows among my basket of stocks to sustain a downtrend.

