December 31, 2006
Ideas:
TraderFeed explores interest rates and what they're saying about the current market.
Barry Ritholtz on the housing market and the post-crash economy.
Separating signal and noise: interesting site on the markets in India.
Some year-end perspectives from Random Roger.
 

Links:
Great link dump from Trader Mike.
Year end linkfest from Daily Options Report.
Weekend blog watch from James Altucher.
 

Trading:
Here's what the very successful Yale University endowment is investing in: StockPickr.
Surprising research on NASDAQ streaks from CXO Advisory.
Vanguard fund returns from MaoXian.
Heat maps from Trading Markets: interesting.
 

Market Perspective:
Interest Rates and Stocks - As the chart below shows, rising 10-year rates preceded the May - July equity decline, but falling rates since then have accompanied the recent market rally.  Notice that we finished the year making a 20-day high in rates--a development worth paying attention to, given the pattern from my recent research. 

  


 

 

 

December 30, 2006
Ideas:
TraderFeed finds bullish indications from the relative put/call ratio.
Flashback:  Top ten reasons traders lose their discipline.
Yaser Anwar takes a look at the NYSE.
Lots of long holiday reading from Trader Mike.
Trade Ideas on top and bottom performing stocks for 2006.
Stocks and bonds have decoupled of late: Seeking Alpha.
 

Links:
Friday blog watch: James Altucher.
Lots of good year-end perspectives from the Friday links at Abnormal Returns.
 

Trading:
Thanks to Between the Hedges for pointing out the Option Dragon.
Chip stocks for 2007:  TheStreet.com
Sound options advice from Adam Warner.
All about watchlists from Trader X.
 

Market Perspective:
The Real Bull Market - With this chart from Decision Point, we see why the resource-based emerging markets have been among the great winners during the recent bull market: commodities have been on fire the past several years.  What would stop the bull run in equities?  If the rise in commodities translates into sufficient inflationary pressure to dictate a rise in interest rates.  As long as cheap imports from those emerging nations offset the inflationary impact of rising commodity prices, neither bonds nor stocks end up taking a major hit. 
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December 29, 2006
Ideas:
TraderFeed begins a look at stock market sentiment and finds two potentially useful put/call ratio measurements. 
Excellent options research from Bill Rempel.
Analyst expectations for the S&P 500:  Seeking Alpha.
Yaser Anwar takes a look at AAPL.
Monitoring monetary trends: The Big Picture.
Bottoming housing market:  Seeking Alpha.
 

Links:
Thursday links from Abnormal Returns.
Links and an options perspective from Adam.
Bullish perspectives on uranium: InvesLogic.
 

Trading:
Reviewing Jon Markman's stock picking performance.
Jubak's sector fund picks.
Top NYSE stocks for 2006: StockPickr.
 

Market Perspective:
Waning Momentum? - A while back I emphasized that markets rarely turn tail and go into bear mode when there is broad momentum among stocks.  Readings of 80+% of stocks trading above their 50-day moving averages have tended to precede actual price peaks, which typically occur at lower momentum readings.  At present we have 76% of S&P 500 stocks above their 50-day MAs, down from almost 90% back in October.  For the S&P 400 small caps, we're seeing 72% of stocks above their 50-day MAs, also down from nearly 90% in October.  Only 59% of NASDAQ 100 stocks are above their 50-day MAs, but 77% of the Dow 30 are above that mark.  Only 50% of S&P energy sector stocks are above their 50-day MAs, but 90% of financial sector issues are above that level.  This is typical for a maturing bull move, with the rise becoming more selective as we go from a momentum peak to an actual price high.
  

Market Synthesis:  

Bottom Line:  We saw selling for the first time during this holiday week, but not enough to change the market's short-term uptrend.  I'll be watching for signs of waning momentum on any tests of this week's highs and will continue to watch for divergences as we test the bull market highs in the large cap indices.
Thursday's market opened lower and failed to break above its previous day's high as moderate selling persisted through the session.  We closed near the day's average price of 1435 in the ES futures, initiating a neutral short-term trend.  Selling was evident in the broad market, with the Adjusted TICK finishing at -204.  We had more moderate selling among the large caps, with the Institutional Composite ending at -74.  Demand fell sharply to 56; Supply rose to 59.  New 20-day highs dropped to 1029; new 20-day lows also dipped to 473.  Institutional Momentum rose a bit to +440, with 13 stocks in intermediate-term uptrends and 4 in downtrends.  Thus far, few of the major stock indices have been following the Dow Industrials into new high ground.  If we begin to see a rise in 20-day new lows, that would signal potential problems for this bull move.

 

December 28, 2006
Ideas:
TraderFeed looks at how you trade and what you trade--and how they fit together.
Yaser Anwar on consumer spending trends.
Barry Ritholtz on the consumer.
Innate talent is only part of genius: research.
The valuation gap in the current market: A Dash of Insight.
Insiders are selling: Seeking Alpha.
Corporate profits are at a record level: Seeking Alpha.
Employee stock options as a positive tool:  Information Arbitrage.
 

Links:
Wednesday links from Abnormal Returns, including a couple of good ETF perspectives.
Blog links from James Altucher, including ten high yield tech stocks.
 

Trading:
Global equity ETFs--and who's buying them: StockPickr.
Excellent end of day summaries from Between the Hedges.  Lots of info there.
Carl Swenlin on sector equal-weight ETFs from Rydex.
I like how Ugly tracks all time new highs and lows.
More on the Dow's prospects from Cramer.
 

Market Expectations:
Another Dow High, Another Set of Divergences - Of the S&P 500 stocks, 62 made annual new highs on Wednesday, down from over 80 two weeks ago.  We saw 53 new highs among the S&P 400 small caps, also down from over 80 two weeks ago.  Even among the Dow stocks, only 7 of the 30 hit new 52-week highs, down from 12 two weeks ago.  I'm watching carefully to see if this two-day rally extends and broadens out.  
 

Market Synthesis:  

Bottom Line:  We saw more of the concerted buying on Wednesday, creating a short-term uptrend.  Momentum is very solid among stocks; even if we hit a momentum peak on Wednesday, we normally see price peaks after that.  As long as we continue to make day over day price highs and expand the number of stocks making fresh new highs, the strategy of buying dips remains in place.
Wednesday opened strong and sustained consistent buying pressure through the day.  We closed above the day's average price of 1435, keeping the short-term uptrend intact.  For the second consecutive day buying was very strong in the broad market, with the Adjusted TICK ending at +670.  We also saw very consistent buying among the large caps, with the Institutional Composite finishing at +433.  Demand rose to a very strong 141; Supply dipped to 34.  New 20 day highs rose to 1255; new 20 day lows dropped to 501.  Momentum has swung positive among the stocks in my basket, with the Institutional Momentum rising to +420 (12 stocks in intermediate-term uptrends; 5 in downtrends).  It would appear that no one wants to close out 2006 being out of stocks, given the market's recent strength.

 

December 27, 2006
Ideas:
TraderFeed examines three pervasive myths in trading psychology.  
GM buy Chrysler?  Interesting idea from 24/7 Wall St.
Larry Nusbaum bullish on commercial real estate.
Links:
Tuesday links from Abnormal Returns, including an interesting one on loser stocks.
Extensive blogroll from The Lion.
Holiday reading from NYSE Scalper.
Trading:
Trader Mike on FFHL hot potato.  
Cramer bullish on the Dow.
CXO Advisory questions whether you can beat buy-and-hold trading short-term reversal patterns.
ETFs with China exposure did well on Tuesday.
Carl Futia looking for a George Lindsay pattern in the NASDAQ.
Not many stocks trading below net asset value: Seeking Alpha.
Best and worst performers for 2006:  Ticker Sense.
 

Market Expectations:
Traders Buying Large and Buying Value - Here is a great chart from Jason Goepfert's excellent SentimenTrader site, a service that I highly recommend for its detailed research and informative charts.  Notice how large cap value has performed very strongly during the recent bull swing, with a notable expansion of Rydex assets.  As long as large cap value continues to behave well on pullbacks, I'd expect to continue to see tests of highs. 

I see where Jason is making some upgrades to the service, including real-time emails to traders and extensive ISE put/call data.  I'll be following the latter avidly. 
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Market Synthesis:  

Bottom Line:  Tuesday lived up to its seasonal bias and gave us a steady, upward session.  We saw a momentum low on the 19th, with 1285 new 20-day lows, and then price lows on Friday with only 823 new 20-day lows, followed by Tuesday's bounce.  I'm viewing Tuesday's lows as candidate lows for the several day correction.  As long as future bouts of selling hold above that level and we continue to see net buying in the TICK, I expect an eventual retest of the bull market highs.     
We closed above the day's average price of 1425.75 in the ES on Tuesday, setting up a neutral trending mode.  A rise above Tuesday's highs that expands the number of stocks making fresh 20-day highs would turn the short-term trend bullish.  Buying was very strong in the broad market, with the Adjusted TICK at +675.  Buying was more muted in the large caps, with the Institutional Composite finishing at +92.  Demand rose smartly to 106; Supply fell to 37.  New 20-day highs rose to 714; new 20-day lows dipped to 761.  Among the stocks in my large cap basket, 9 are trading in intermediate-term uptrends, 6 in downtrends, and 2 neutral.  This gives us an Institutional Momentum score of +40, clearly a loss of momentum over the past two weeks.  As long as small cap stocks, large cap value issues, and emerging markets are acting healthy, I don't expect this market to undergo a major correction.  A break below Tuesday's lows would clearly change the picture of waning selling and lead me to re-evaluate.

 

December 26, 2006
Ideas:
TraderFeed explores the "Style Cube".
Tracking ETF performance for 2006 and what it might portend.
Bill Rempel finds a bearish consensus in the options markets.
From wood to ethanol:  Seeking Alpha.
Know your Greeks:  Daily Options Report.
Links:
Nice way to stay on top of blog updates.
Blog insights from TheStreet.com, including Tony Crescenzi on the economy.
Trading:
Long-term model weakening at Portable Alpha Daily.
Holiday portfolio from Christopher Edmonds.
A look at India:  Seeking Alpha.
 

Market Expectations:
Relative Returns From Four ETFs - Here is the chart from my recent TraderFeed post.  Notice how, since September, emerging markets shares have widened their outperformance over the S&P 500 large caps.  We've also see outperformance of the Russell 2000 small caps over that same period.  As long as those sectors outperform, speculative sentiment will likely keep this market aloft.  We're seeing recent weakness in IWM and the NASDAQ, which has me on the alert for a possible turn in this speculative sentiment. 
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Market Synthesis:  

Bottom Line:  Friday continued day over day weakness in the ES market, although downside momentum among stocks was actually less negative.  This often precedes short-term bounces, something I'll be watching for given the historical bullish tendency during the last week of the year.  I'm flat going into Monday's session and will be trading only very selectively this week.  
We were unable to sustain buying in the morning and sold off in the late AM and afternoon.  We closed below the day's average price of 1424.25 on the ES, placing us in a short-term downtrend.  Selling dominated the large caps, with the Institutional Composite closing at a weak -441.  We also saw net selling in the broad market, with the Adjusted TICK finishing at -224.  Demand fell to 39; Supply also dipped to 72, an indication of waning downside momentum.  New 20 day highs fell to 490; new 20 day lows expanded slightly to 823.  As long as we expand fresh 20-day lows and see new price lows day over day, the short-term trend will remain down.  

 

December 25, 2006
Ideas:
TraderFeed examines significant buying and selling days.
Ten trading errors:  The Big Picture
Interpreting the economic data:  A Dash of Insight
Dividend rich ETFs:  Seeking Alpha
New ETFs, including India:  Seeking Alpha
Links:
Xmas linkfest from The Big Picture.
Sunday links from Abnormal Returns
InvesLogic with a blogroll of ETF blogs.
Trading:
Trader Mike tracks the Cubes vs. their Bollinger Bands.
Ashton Dorkins:  Should you buy or sell a rising stock?
Holiday charts and gap trades from Trader X.
ETF returns for the week:  Seeking Alpha
 

Market Expectations:
Five Days of Selling in a Down NASDAQ - The NASDAQ 100 Index (QQQQ) has been down more than 3% over the last five trading sessions.  During that time, the average NASDAQ TRIN reading has been 1.45, suggesting concentrated selling.  Indeed, all five of the trading sessions last week saw TRIN readings over 1.0, indicating persistent selling pressure (more volume going into declining stocks than advancers).  I went back to 2004 (N = 746) to see what typically happens after a week of downward action in the Qs.  Interestingly, when QQQQ has been down more than 3% during a five-day period and all five days have shown elevated TRIN readings (greater than 1.0; N = 14), the next day in QQQQ has been down by an average of -.23%, with 5 occasions up and 9 down.  Nor is there a bullish bias up to five days out.  When we just focus on occasions in which QQQQ has been down by over 3% over a five day period (N = 58), we similarly see no bullish edge.  Indeed, three days later, QQQQ has averaged a loss of -.24% (23 up, 35 down).  It appears that heavy selling in the NAZ has become further selling in the near term before any rebound reliably sets in. 

 

December 24, 2006
Market Ideas:
TraderFeed finds that value is growing more than growth.
The Trader Performance page begins a look at the "style cube".
Weekend links from Barry Ritholtz.
James Altucher, with his weekend blog watch.  
Adam Warner, with his blue Christmas links.
Jon Markman weighs in on video-on-demand.
Millionaire Now! with P&F signals and sector watch.
Thanks to Trader Mike for this interesting link on whether a worldwide boom will be led by metals.
StockPickr reports on the market's trading pattern during the last week of the year.
 

Market Expectations:
Flat S&P 500 Index, Down NASDAQ - We've been flat in the S&P 500 Index (SPY) over the past 5 weeks, but the NASDAQ 100 Index (QQQQ) has been down over 2% during that same period.  Going back to 2004, I found 18 five week periods in which SPY has been up by less than .50%, but down no more than -.50%.  When QQQQ was positive over that five-week span (N = 7), the next five weeks in SPY averaged a loss of -1.35% (2 up, 5 down).  When QQQQ was negative over the five-week flat period in SPY (N = 11), the next five weeks in SPY averaged a gain of .74% (9 up, 2 down).  These are admittedly small samples, but once again, we see mean reversion, as a rebound in QQQQ tends to pull up SPY when the Qs have underperformed SPY during a flat period. 

 

December 23, 2006
Market Ideas:
TraderFeed tracks the microcaps.
Friday links and a new look at Abnormal Returns.
Covered call fund from Seeking Alpha.  See also their review of posts on the housing market.
Thanks to InvesLogic for the heads up on this post analyzing KO by Yaser Anwar and 24/7 Wall St.  See also the post on the bad year in big tech.
Great post on leverage and risk from Bill Gross of PIMCO.
Very interesting research from the Small Investors site.
CXO Advisory on gold as a hedge.
Clueless Q Trader, tongue firmly in cheek, finds a seasonality forecaster.
 

Market Expectations:
Stocks Losing Upside Momentum With Sector Rotation - We're now down to 69% of S&P 500 stocks above their 50-day moving averages, down from 85% just last week.  That figure is down to 67% among Dow Industrial stocks; 61% among the S&P 600 small caps; 60% among the S&P 400 mid caps; and 48% among the NASDAQ 100 stocks.  Only 15% of Dow Transports stocks are above their 50-day benchmark, but 79% of Consumer Staples stocks are above their 50-day MAs; 77% of Materials stocks; and 87.5% of Financial stocks.  The weakness is clearly stronger in some sectors than others and is hitting the small caps and NASDAQ stocks more than the large caps. 

 

December 22, 2006
Market Ideas:
TraderFeed finds two applications of historical market research. 
Looking at pre-opening ranges:  When buying dried up and we couldn't sustain a move to highs, we broke the lows.
Yaser Anwar and I combine fundamental and technical perspectives on AIG.
Here's Dogwood's trading system post re: the two-day patterns.
Whoa!  Check out this 2-day "sweet spot" trade from StockPickr and James Altucher.
And here's something on 3-day patterns from Short-Term Trading.
Very interesting post on country P/E ratios from Ticker Sense.
Investing in environmental themes in China, from Seeking Alpha.  See also this post on the ascent in China's equity market and related risks.
Trader Mike tracks the NAZ underperformance.
Adam Warner on the overpriced VIX.
Barry Ritholtz sees no soft landing.
Green Mountain Coffee as an investment.
Thanks to InvesLogic and their daily briefs for the heads up on the first international REIT ETF.
 

Market Expectations:
Two Down Days, Down Five Days - We've seen lower prices in SPY over the past two trading sessions, and SPY is down over the last five days as well.  Going back to 2004 (N = 747 trading days), we find 105 instances of such a pattern.  Interestingly, there's no bullish edge the next day of trading, but three days out, SPY averages a gain of .28% (66 up, 39 down), considerably stronger than the average three-day gain of .07% for the remainder of the sample.  A reasonable strategy after two days of weakness has been to use weakness the next day to ride a long position over the next 2-3 trading sessions.  

  

Market Synthesis:  

Bottom Line:  I was looking for the overnight low on Thursday to hold for a test of  Wednesday's highs per my post.  Well, we got the morning buying early--and then it progressively died out on weak volume ahead of the Philly Fed report.  Buyers gave up after the report and we broke those lows.  This sets up the two-day pattern mentioned above, so I'll look for signs of selling drying up on Friday.  I expect slower trade as we get closer to the holidays.
We were unable to sustain buying in the morning and sold off in the late AM and afternoon.  We closed below the day's average price of 1431.5, placing us in a broad trading range defined by Tuesday's lows and Wednesday's highs.  A break below Thursday's lows that expands the number of stocks making fresh 20-day lows would place us in an intermediate-term downtrend--something we're already seeing in the NASDAQ 100 and Semis.  So caution is warranted, in spite of the bullish pattern mentioned above.  Selling dominated the broad market for the fourth session out of the last five, with the Adjusted TICK at -157.  Among large caps, buying narrowly edged selling, with the Institutional Composite at +54.  Demand fell to 56; Supply rose to 78.  New 20 day highs dropped to 738; new 20 day lows rose to 797.  Note that we're above the Tuesday level of 1285 new lows.  Institutional Momentum dropped to +200, with 10 large cap stocks in my basket trading in intermediate-term uptrends and 7 in downtrends.  I've been viewing the current action as a normal correction within the bull swing, but a break of the Thursday/Tuesday lows with broad selling among sectors would have me rethinking that assumption.  

 

December 21, 2006
Market Ideas:
TraderFeed looks at two-day "trends" in QQQQ and SPY and what typically comes next.
Setting the stage for the market open.
Thanks to Trader Mike for the link to this piece on moving average trading strategies.
Jeff Miller offers his take on misguided gloom.
Great research from CXO Advisory on economic indicators and stock market performance.
Andy Swan passes along an interesting perspective on how markets behave in the third year of a Presidential term.
Controlled Greed:  A prominent UK fund manager turns bearish.
Adam Warner passes along Jason Goepfert's observations re: NASDAQ corrections during January months.
Abnormal Returns, with Wednesday links, including an interesting one on "hedonimetrics".
Capital Spectator on reaccelerating inflation.
Roger Nusbaum on defensive ETFs.
 

Market Expectations:
Divergences Galore - Wednesday's trade saw the Dow make yet another all-time high, but it certainly didn't feel like it.  We had 50 new 52-week highs among the S&P 500 stocks, down from over 80 last week.  Only 24 of the S&P 600 small caps made annual new highs, down from their peak of 60 a little over two weeks ago.  Among the NASDAQ 100 issues, only 5 made new highs for the year.  And among the Dow 30 Industrials?  We had 7 new highs, down from 12 last week.  Not exactly broad-based strength. 

 

Market Synthesis:  

Bottom Line:  We're seeing some pretty choppy action--Wednesday morning was deadly slow--so I am staying flat at the end of the day for now.  My basic strategy for Thursday will be to see if we can hold above Wednesday's lows on selling and then go long for an assault on that 1440 level in ES.  As always, I'll need the TICK and volume at the offer in ES to confirm strength before acting on that strategy.  I'm especially watching the small caps, which were catching a bid on Wednesday for the first time in a while.  Watching the volume early in the day and comparing it to normal volume for that time of day will be very helpful in assessing the market's near-term volatility: a slow market is normally dominated by the locals and leads to a choppy, range bound trade.
Wednesday opened with strength, but failed to take out the previous day's highs, falling back through much of the afternoon session--but remaining above Tuesday's lows.  We closed below the day's average price of 1437.50, keeping us in a neutral trending mode.  Selling hit the large caps, with the Institutional Composite finishing at -295.  We also saw moderate selling across the broad market, with the Adjusted TICK ending at -100.  Demand rose to 94; Supply fell to 54, as smaller-cap issues saw some buying.  New 20-day highs rose to 834; new 20-day lows fell to 627.  Institutional Momentum dipped to +440, with 12 issues trading in intermediate-term uptrends and 5 in downtrends.  I was impressed by the market's ability to hold above the prior day's lows despite some stiff afternoon selling.  If we can get some drying up of the selling with prices holding above Wednesday's lows, I'd expect another test of the Tuesday/Wednesday highs.

 

December 20, 2006
Market Ideas:
Assessing speculative sentiment with an ETF:  TraderFeed.
The Morning With the Doc session transcript and a few lessons from the morning.
My Seeking Alpha articles archived here.  I continue to enjoy their Wall St. Breakfast feature.
Sweet!  InvesLogic is offering blog briefs on the market topics of your choice, sent to you in HTML email format for quick clicking and updating of market news and perspective.
Thanks to Especulacion for the translation of my recent post on perceptual distortions in the market.
Alpha Trends shows how the bulls have taken control in the S&P 500 market, while we stay sideways in the NAZ.
Trader Mike:  NAZ going nowhere.
Here's a feature I like:  InstantBull has a cloud on its home page, which has stocks listed in alphabetic order.  The font is sized to reflect the popularity of searches on that stock, so that you can see what's on traders' radar.  When you click, the stock symbol is automatically added to the search engine.  Click "go" and you can see all the "chatter"--bulletin board activity--on that stock.
Thanks to Abnormal Returns for the Tuesday links, including this perspective from David Gaffen on the Thai situation.
James Altucher's blog links, including this great one on the 3x2 stock picking system.
Jon Markman on the promising shares of the big truck makers.
Thanks to a reader for pointing out this interesting-looking trading software called Top Gun.  Do drop me a line if you've had experience with it.  
Bill Rempel on the bearish consensus.
Jubak's list of unloved stocks due to shine.
 

Market Expectations:
After a Reversal - Tuesday gave us a reversal day, with a lower open followed by a rally that had us closing positive on the day in the ES.  I went back to 2004 in the S&P 500 Index (SPY; N = 745) and found 38 occasions in which we moved down more than half a percent from the previous day's close, but closed the day positive by at least a tenth of a percent.  Interestingly, the following day in SPY was down by an average of -.12% (17 up, 21 down), weaker than the average next day gain of .035% (410 up, 335 down).  When the previous two days had been down prior to the reversal day (N = 20), the next day in SPY was down by an average of -.24% (8 up, 12 down).  Clearly--and somewhat surprisingly--there hasn't been any bullish follow through to a reversal day since 2004, even when the reversal has followed a short-term oversold market.  Once again, it seems to be a reversal effect:  a reversal of a reversal. 

 

Market Synthesis:  

Bottom Line:  Buyers came into the market in force when we broke 1430 in ES, creating a reversal day (see above).  This has set up a trading range defined by the day's high and low and, more broadly, by Friday/Monday's high and Tuesday's low in the Dow.  My leaning is to treat this as a range bound market, being ready to fade moves toward the extremes, unless we see significant volume take out those levels, with an expansion of stocks making fresh new highs/lows.  Note that, while we're knocking at the door of new highs in the Dow, the smaller cap indices are well off their Friday peaks.
Tuesday's market opened lower, then rallied strongly to close for a gain.  We closed above the day's average price of 1433 in ES, placing us in a broad, neutral trending mode.  Buying was solid once again in the large caps, with the Institutional Composite finishing at +266.  There was also net buying in the broad market, with the Adjusted TICK ending at +101.  Demand was 49; Supply fell to 93.  New 20 day highs fell to 545; new 20 day lows expanded to 1285.  Among the stocks in my large cap basket, Institutional Momentum dipped to +500, with 12 issues trading in intermediate-term uptrends and 5 in downtrends.  We are nearing new highs in the Dow and are only a few points away in the S&P, but the broad list of stocks are much further from those highs, making me question the lasting power of any such test.

 

December 19, 2006
Market Ideas:
TraderFeed wonders about longer-term uptrends and whether they lead to weakness or further strength.
Three pieces of market wisdom that have served me well.
Monday links from Abnormal Returns, including this perspective on declining macroeconomic risk.
Larry MacDonald covers the Canadian financial blogs.
Thanks to InvesLogic for the link to this blog on business in China and for the link to the Seeking Alpha post on the dilemma of the dollar.
StockTickr's interview with trading coach Doug Hirschhorn; thanks to Trader Mike for the link.
Global perspective from Yaser Anwar.
Daily Options Report on the long gamma trade.
Paul Kedrosky finds a bubble in the Web 2.0 boom.
Portable Alpha Daily on the homebuilders.
Dogs of the Dow: Seeking Alpha.
 

Market Expectations:
Weakening Market - Monday's decline resulted in 967 stocks making new 20-day lows.  That's the highest number since early November.  Moreover, stocks with significant downside momentum now outnumber those with significant upside momentum by about 4:1.  The weakness isn't apparent in the Dow 30; rather, it's the small and mid caps that are suffering.  It is vitally important to recognize these regimes: you'll get the most out of a good trade if you're also trading the index that maximizes the anticipated move. 

 

Market Synthesis:  

Bottom Line:  Monday was very similar to Friday: early strength that faded, with relative weakness among the smaller caps.  I took profits Monday afternoon after adding to the core short position when it became clear that we weren't taking out the AM highs.  I'll enter Tuesday's Morning With the Doc session flat.  The broad selling has placed us in a short-term downtrend, however, so my inclination is to look for short-covering bounces as potential opportunities to sell the market in anticipation of further tests of lows.
We once again opened to the upside on Monday, but the move became labored as the morning progressed.  We moved lower on broad selling during the late morning and afternoon, closing below the day's average price of 1438 on the ES futures.  Selling swamped the broad market, with the Adjusted TICK ending at -638.  We also had net selling among the large caps, with the Institutional Composite finishing at -140.  Demand dropped to 38; Supply jumped to 149.  New 20-day highs fell to 931; new 20-day lows rose to 967.  As long as we get day-over-day price lows, maintain a negative Demand/Supply balance, and expand the number of issues making fresh 20-day lows, the short-term trend will remain down.

 

December 18, 2006
Market Ideas:
Who is fading this bull move?  TraderFeed offers one perspective; also check out the excellent comments on the post.  
Many thanks to those who have contacted me in response to my Q&A session with Charles Kirk.
Clueless Q Trader finds an inefficiency in the QID inverse ETF.  Also take a look at his interesting post on the RST pattern in the Qs.
The Big picture notes the weak transports; see also Trader Mike's index wrap.
Barry's always well-organized linkfest. 
Seeking Alpha passes along one of the world's greatest bargain stocks.
Alpha Trends on trading options.
StockTickr's latest interview, with HighChartPatterns Group.  I like how they're making use of stock lists.
Capital Spectator on inflation.
Elliott Wave perspective from Trading The Charts.
 

Market Expectations:
How Broad Is The Strength? - We're still seeing 84% of S&P 500 stocks trading above their 50-day moving averages.  That kind of broad strength has generally preceded market price peaks and has not been associated with sharp market drops in the near term.  There's a little less strength among the S&P 600 small caps, with 71% trading above their 50-day averages.  The NASDAQ 100, interestingly, has 77% of its issues trading above their 50-day averages.  The Dow Transports are the laggard of the indices, with 50% of its components above their 50-day MA.  This is one indicator that, to this point, is not showing major deterioration--a notable difference from the highs of March-May, which did show quite a bit of momentum loss prior to the summer drop. 

 

Market Synthesis:  

Bottom Line:  I took an initial core short position in the indices when Friday's morning rally could not sustain new highs in the Russell and led to a drying up of buying over the course of the morning.  If that position is sound, we should stay comfortably below Friday's highs.  I continue to be impressed by the lack of participation in the most recent highs, with new 20-day highs well below the levels from earlier this month and new 20-day lows above 500.  As long as the rally doesn't broaden out, I think we could return to that old value area in the ES in the mid 1420s. 
We opened strong on the inflation news, but gradually lost buyers during the day, retracing much of the strength.  We closed below the day's average price of 1441 on the ES, setting up a neutral trending mode.  Selling dominated the broad market, with the Adjusted TICK finishing at -279, but we saw net buying in the large caps, with the Institutional Composite ending at +135.  This is a continuation of the recent pattern in which smaller cap issues have underperformed the large caps.  Demand dropped to 57; Supply rose to 73.  This is pretty punk momentum for a day that hit a new high in the S&P.  Basically it means we have more stocks showing significant downside momentum than significant upside momentum.  New 20 day highs dipped to 1236, reflecting the lack of broad participation when we got the AM highs.  New 20 day lows also dipped to 534.  Among the large cap stocks in my basket, 11 are trading in intermediate-term uptrends and 6 in downtrends, with Institutional Momentum rising to +620--just another sign that large caps are outperforming.  Either the small and mid caps will play catchup or the large caps will join their smaller counterparts.  My leaning is toward the latter, but I'm always playing those "what-if" scenarios in my head to be prepared for surprises.

 

December 17, 2006
Market Ideas:
Here's a TraderFeed post on the day market in the S&P 500 Index and how it differs from the market we usually think of.
The Trader Performance page takes a look at the process of developing trading ideas.
Weekend reading from the NYSE Scalper.
Here's more weekend links from James Altucher and the weekend linkfest from Barry Ritholtz.
Mean reversion stocks, from StockPickr.  See also the top dividend plays. 
Yaser Anwar, on how to value a company.
Trader Mike chronicles the divergences among the indices.
Debt feeding the economy: The Big Picture.
Roger Nusbaum on the buy-write strategy.
The Street.com rating top ETFs.
 

Market Expectations:
Fading Strength - A couple of people have asked me about my decision to short the market on Friday.  First off, since 2004 (N = 726 trading days), when we've made a 20-day high in the S&P 500 Index (SPY; N = 140), the next five days have averaged a loss of -.08% (70 up, 70 down).  The remainder of the sample averages a gain of +.22% over a five-day period (345 up, 241 down).  When, however, we look at 20-day highs that *also* come on a relatively low equity put/call ratio (N = 70)--which is the case at present--we see that the next five days in SPY average a loss of -.17% (34 up, 36 down).  When I saw buying dry up in the small caps and midcaps, with those indices unable to break their Thursday highs, they seemed like a good sell.  That's one way to combine a real-time reading of volume flow with historical trading patterns. 

 

December 16, 2006
Market Ideas:
This research, among other things, led me to begin building a core short position in the equity indices today. 
Is it a new bull leg or merely sector rotation?
Lots of holiday treat links from Charles Kirk, including a couple of good ones on surprisingly bearish sentiment during this rally.  Charles has posted my responses to members' questions, following my initial Q&A session with him.
Amazing story on automated trading and more Friday links from Abnormal Returns.
Very interesting perspective on China from Capital Chronicle and The Big Picture.
Adam Warner, with thoughts on the VIX.
The Short-Term Trading blog with a low volatility setup.
Thanks to Trader Mike for calling attention to this excellent post from Information Arbitrage on Google, Citadel, and innovation.
Larry Nusbaum's market wrap links for Friday.
Update on the world of ETFs from Seeking Alpha.  This one looks interesting, as does this one.
 

Market Expectations:
Using ETFs to Track Sector Performance - Here's the table from my recent article.  The Spyder ETFs are one way to track how sectors are performing.  My leaning is to fade moves to new highs if a majority of sectors aren't participating.  One of my pending projects is to select the most highly weighted stocks from each of these ETFs and create a basket of stocks that can be monitored by Trade Ideas to gauge market strength intraday.  Just knowing how many sector-stocks are making new highs over given lookback periods would be very helpful in judging whether moves to range extremes are likely to continue vs. reverse.
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December 15, 2006
Market Ideas:
This was the research that guided my Thursday trading.
TraderFeed, on the impact of institutions at the close of trading.
Thanks to InvesLogic for linking this fascinating post on India vs. China and commodity consumption.
Thanks also to InvesLogic for pointing out this post from 24/7 Wall St. on an undervalued situation.
Great chart from Clueless Q Trader showing "smart money" selling into this rally, but no blowoff buying from "dumb money".
Trader X illustrates yet another of his trades.
Yaser Anwar analyzes XOM.
Very interesting: why Yahoo! will surpass Google, from Paul Kedrosky and Seeking Alpha.
Protecting profits with ETF puts: Seeking Alpha.
The Big Picture questions the retail data.
Luciano Siracusano of Wisdom Tree, the ETF developer, responds to readers' questions about ETFs.
Risk taking and incentives in hedge funds, from All About Alpha.
 

Market Expectations:
Divergences? - After the rise to new bull market highs on Thursday, 79 S&P 500 stocks made fresh 52-week highs.  That's matches the level we saw last month and is a bit lower than we saw in October.  Only 40 S&P 600 small-cap stocks made new annual highs, down from 60 last month.  We had 34 S&P 400 midcap stocks making fresh 52-week highs, down from over 50 a month ago.  Only 10 NASDAQ 100 issues made new highs, also down from November and October levels.  The Dow?  Only 8 new 52-week highs.  In all, we had 384 new highs among NYSE stocks, down from nearly 600 last month.  Let's see if this rally broadens out.  Note that, from the morning on during Thursday's session, we got new highs in the ES, but not in the NQ or Russell.  That didn't stop the equity put/call ratio from dropping through the day, falling below .50.  I might take a look at that tomorrow in TraderFeed. 

 

Market Synthesis:  

Bottom Line:  Options expire Friday, so we could get some rangebound cross-currents.  I have to honor my indicators, which show good upside buying, momentum, and new highs, but those divergences (see above) won't have me chasing new highs unless I see good participation among small caps, mid caps, and NASDAQ. 
We closed above the day's average price of 1435.25 on the ES futures, initiating a short-term uptrend.  Buying was very strong in the large caps, with the Institutional Composite finishing the day at +731.  There was less vigorous buying sentiment in the broad market, with the Adjusted TICK ending the day at +161.  Upside momentum among stocks rose considerably, with Demand closing at 110.  Supply, meanwhile, fell to 54.  That means we're now seeing stocks with significant positive momentum outnumber those with significant negative momentum by 2:1.  New 20 day highs rose to 1345--well below levels registered earlier this month.  New 20 day lows fell to 550, quite a bit higher than levels seen earlier in December.  There was a jump in Institutional Momentum to a closing level of +560, with 11 stocks finishing in uptrends against 6 in downtrends.  In a short-term uptrend, I normally look to market dips as potential buying opportunities, particularly as long as we're trading above the day's average price.  We saw intraday weakness in the advance-decline line through the afternoon, however, as the small caps and mid caps failed to keep up with the large caps.  Those divergences have me cautious about chasing new price highs--particularly if we cannot add to the new 20-day highs on further price strength.   

 

December 14, 2006
Market Ideas:
The more markets look down, the better their returns: TraderFeed.
Here's my post on the changes to the Weblog; here's my post on changes to TraderFeed.
Yaser Anwar has done a great job of interviewing industry leaders; here's his interview page, with a new one soon to appear.
Victor Niederhoffer on some curiosities in recent markets.
Excellent post from Kirk on stealth stocks.
Looking forward for inflation forecasts, from A Dash of Insight.
The Big Picture on consumer spending.
Ticker Sense via Seeking Alpha, on the outlook for commodities.
Thanks to a reader for pointing out this great NASDAQ resource for tracking economic news.  Take a look at the very useful ETF heatmap.
Immobilienblasen wonders about a REIT bubble.
Links to very interesting academic research on hedge funds from Alpha Chat.
Trader Mike on the snooze market and a NAZ triangle.
Another trade setup from Estocastica.
There's an old saying: Give a man a watch and he'll always know the time.  Give him two watches and he'll never know the exact time.  So it is with trading, Globetrader finds.
California real estate and more; lots of good housing-related info at Calculated Risk.
Looking for a housing recovery, from Seeking Alpha.
Steve Saville on global finance and the Yen.
 

Market Expectations:
Five Selling Days - Over four of the last five days, we've had solidly negative Adjusted TICK readings, with the average reading below -250.  I went back to 2004 (N = 730 trading days) and found 110 such occasions.  The next day, the S&P 500 Index (SPY) averaged a gain of .07% (62 up, 48 down), and over the next five days, SPY averaged a gain of .36% (71 up, 39 down).  Those are stronger than the average one day (.03%) and five day (.12%) gains for the remainder of the sample.  Interestingly, when we've had strong selling during a five-day period of relatively little total price movement (N = 17)--as we have recently--the next five days in SPY have averaged a solid gain of .76% (12 up, 5 down).  The next day, the market has been up on 11 of the 17 occasions (average gain .09%).  When selling can't push the market meaningfully lower, the near-term returns have been more bullish than average. 

  

Market Synthesis:  

Bottom Line:  We're seeing more selling in the NASDAQ and Russell than in the large caps, but as long as the selling holds above Tuesday's lows and does not expand the number of stocks making fresh 20-day lows, I continue to expect at least one more move for new highs in the Spooz.  That would fit with the research above. 
We closed near the day's average price of 1426.25 on the ES futures and continue to trade in a multi-day range.  While we had continued selling in the broad market (Adjusted TICK = -232), there was a bit of buying in the large caps (Institutional Composite = +54).  Importantly, we saw reduced downside momentum (Supply = 76) and a rise in upside momentum (Demand = 57).  New 20-day highs rose to 957; new 20-day lows dipped to 646.  Institutional Momentum dropped to +180, with 9 stocks in my basket trading in uptrends and 8 in downtrends.  So we had selling, but less downside momentum and less weakness in the new lows vs. new highs.  That's what we would expect to see if we're putting in a short-term bottom here.  As long as we stay above Tuesday's price lows and do not expand the number of stocks making new lows, I expect this range to resolve to the upside.

 

December 13, 2006
Market Ideas:
How Fed announcements affect stocks and bonds: TraderFeed.
What you see is not what you get in the markets.
Opportunities in China: The Kirk Report.  Also check out Charles' excellent post on setting your priorities for the new year.
Finding boring stocks that outperform: Trader Mike
I'm finding that Roger Nusbaum has worthwhile ETF perspectives on smoothing risk.
India has been downright ugly of late: Seeking Alpha.
Interesting similarities between poker and trading: Chris Perruna.
Alpha Trends finds support levels in the market, but an ugly-looking NAZ.
CXO Advisory on patterns in sympathy moves in the market.
Wily offers his daily trading lesson.
The Big Picture on the unnatural market rise.
Thanks to Abnormal Returns for the Tuesday links, including this one on misinterpreting the Fed.
What happens after consecutive up and down days in individual stocks: Ticker Sense
Declan Fallond is making interesting use of the Trade Ideas program.
The bulls are defending 1417-1419: Carl Futia.
 

Market Expectations:
Are We Losing Strength? - Although we're seeing some divergences in the advance-decline lines of various sectors (see yesterday's entry), it's tough to find weakness within the S&P 500 stocks.  Below, once again from the excellent Decision Point service, is a chart of the S&P 500 Index vs. the number of SPX stocks above their 200-day moving averages.  Notice how the number of stocks above their averages tends to drop off prior to market declines.  So far, we've really seen no such drop off.  The number of stocks above their moving averages is quite healthy.  I'd expect to see weakness within the SPX stocks prior to any significant market decline.
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Market Synthesis:  

Bottom Line:  I'm looking for the possibility that we put in a near-term bottom here and make another run for the highs.  I also expect multiple divergences among sectors if we get to those highs.  
We closed above the day's average price on the ES futures, which was 1422.75.  The average price has been within a four point range for the past four trading sessions, creating a multi-day trading range.  As we've traded within that range, we've seen an increase in downside momentum (Supply = 99) relative to upside momentum (Supply = 43).  This is because we've had consistent hitting of bids in the broad market (Adjusted TICK = -563) and among the large caps (Institutional Composite = -357).  New 20 day highs dropped to 909 and new 20 day lows rose considerably to 712.  So, in other words, we've been getting weaker in terms of momentum and strength as we've been in the trading range.  Interestingly, the stocks in my large cap basket have not been losing momentum (Institutional Momentum = +300), with 10 of the stocks trading in intermediate-term uptrends and 7 in downtrends.  Clearly, if we make day-over-day lows here and expand the number of stocks registering short-term lows, the trend will be down and we'll have to respect that.  I will be watching, however, for the possibility of selling on Wednesday to fail to take out Tuesday's lows, starting us along the process of putting in a bottom.  Note that new lows were almost as high on Tuesday as they were back on November 28th, when the markets were trading much lower.  I expect a number of divergences should be broach new highs in the large caps and would be surprised to see us move significantly higher from there.

 

December 12, 2006
Market Ideas:
TraderFeed on the ultimate goal of trading psychology.
Some of my pre-flight checklist at the start of the market day.
Great idea from Seeking Alpha: reader-based interview of the research director for an ETF firm.
Thanks to Charles Kirk for more fine links, including this one on dividend ETFs.
Monday links from Abnormal Returns, including this one on the brokerage stocks.
Relative sector performance from The Big Picture.
Roger Nusbaum on the patent ETF.
Very interesting: InstantBull has begun "chatter alerts" on the most frequently searched stocks to keep abreast of breaking news.
Uranium and uranium stocks from 24/7 Wall St.
Daily Options Report on Monday's big VIX drop.
Currency research from Mizuho.
Blogs related to alternative energy from InvesLogic, which also updates various sector-related blogs.
 

Market Expectations:
A Different Look at the Advance-Decline Line - Yesterday's Weblog entry showed a healthy A/D line for the S&P 500 stocks.  Look, however, at the A/D line specific to the S&P 600 small caps, however.  Once again, props to Decision Point for the valuable perspective:
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The line for the Midcaps looks quite similar; NASDAQ 100 is even worse.  A major, major issue for this market is whether or not we broaden out the rally to include the small and midcaps or whether we wind up with major divergences as part of an eventual topping out.  That's why I'm watching the new highs/lows like a hawk on tests of the recent highs.  Stay tuned...  
 

Market Summary:  

The market traded higher early Monday, then settled into a slow range ahead of Tuesday's Fed announcement.  We closed near the day's average price of ES 1426, continuing the neutral trending mode.  There was modest buying in the broad market, with the Adjusted TICK ending at +100, but selling in the large caps, where the Institutional Composite finished at -271.  Demand rose to 60; Supply fell to 57.  New 20 day highs rose to 1033; new 20 day lows dipped to 454.  Among the large cap stocks in my basket, 8 are trading in intermediate-term uptrends; 8 in downtrends; and 1 neutral, giving us a modest Institutional Momentum reading of +140.  We are in a multi-day range and Tuesday's Fed announcement may well provide the stimulus for a breakout.

 

December 11, 2006
Market Ideas:
TraderFeed reviews a promising form of biofeedback.
Thanks to David Korn for the heads up in his newsletter re: the dividend ETFs:  DVY, PEY, and VYM.  
Lots of good weekend links from Barry Ritholtz, NYSE Trader, Millionaire Now!, and Abnormal Returns.
Best and worst performing stocks, from Ticker Sense.
Maoxian's top links; very interesting.  See also the weekly performance review.
Seeking Alpha provides a Barron's review.  See also their list of popular stocks and investment themes.
 

Market Expectations:
Strength in the S&P 500 Index - Another gem from Decision Point: A look at the advance-decline line specific to the S&P 500 stocks.  That is a relatively pure measure of strength, as it eliminates the many preferred issues and lightly traded issues that can skew the statistics.  As you can see below, there's little sign of weakness in the A/D line going back over a three year period. 
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Market Summary:  

The market traded lower on Friday before rallying and closing near its day's average price of ES 1422.25 (March contract).  This has sustained the neutral short-term trend, as we are in a wide trading range.  Selling dominated the broad market, with the Adjusted TICK ending at -230, but not the large caps, where the Institutional Composite finished at -6.  Demand dipped to 39; Supply was 83.  New 20 day highs fell to 872; new 20 day lows rose to 478.  We need to see a positive Demand/Supply balance and a reduction in new lows before an uptrend can be in place.

 

December 10, 2006
Market Ideas:
TraderFeed, on the mid-life crisis faced by successful traders.
The psychological challenge of changing one's trading.
Soros loading up on value tech?  A perspective from James Altucher and StockPickr.  Also check out the insights into the "vice" sector.
Sobering views on housing from John Mauldin.
Insightful interview with Elkonon Goldberg on mental fitness and performance.
James Altucher's weekend blog reads.
Adam Warner's weekend links.
The Big Picture on the forthcoming India ETF.
Yaser Anwar analyzes Microsoft.
Bill Cara sums up the week.
ETF returns for the week, from Seeking Alpha.
Carl Futia anticipates more upside.
 

Market Expectations:
Sentiment - Rydex traders simply haven't believed in the recent market rise, as the chart from Decision Point nicely illustrates.  Similarly, equity put/call ratios are surprisingly elevated for a market that has been making multi-year highs, hovering around .80.  Not the kind of euphoria we'd expect at a market top.  
[image: image8]
 

December 9, 2006
Market Ideas:
TraderFeed assesses market psychology with options.
A different look at options volume: when puts *and* calls are elevated.
Great article on playing gap opens, from Ashton Dorkins.
Best and worst performers of the week, from The Kirk Report.
Excellent blogger spotlight post on overleveraged consumers from The Big Picture.
Thanks to Trader Mike for the link to this post on leveraged ETFs.
The Capital Spectator on how bulls have been running the show.  See also the post on the squeeze on the dollar from Europe.
Crossing Wall St. on good stocks that no one knows.
Proof that, no matter how down you are in life, there's always an opportunity to come back.
 

Market Expectations:
New Highs - Recent highs in the S&P 500 Index have been coming with fewer large cap stocks in my basket making new highs, as shown by the chart below.  That has also corresponded to recent relative weakness in the Dow.  Conversely, we had 1441 new 65 day highs on Tuesday of this past week, the highest level since late October.  I won't be too worried for the bull swing until we see weakness broaden out. 
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December 8, 2006
Market Ideas:
TraderFeed looks at Gurdjieff and the Turtles and finds common themes.
Here's a different way to measure sentiment with options.
This is just excellent: StockTickr enables traders to create online journals that tracks their overall performance and their performance as a function of time of day.  Here are some of the stocks developer Dave Mabe is tracking.
Yaser Anwar's top blogs and tools.
Spencer Jakab has an excellent "Street Savvy" column (subscription only) on the Dow Jones Newswires.  His recent topic was the unwinding of the carry trade and a situation he likened to "100 people crammed into a small room".  
Charles Kirk on the midcaps.
Trader X continues to do a fine job of posting his trading methods and ideas.
The Short Term Trading blog, with a nice integration of timing and stock selection.
More fine links from Abnormal Returns, including Markman on housing.
Downtown Trader: some losses are worse than others.
I like Chris Perruna's new site.
Trader Eyal on growth in Singapore.
Bill Rempel tracks GS.
Unbelievable information gathering on Sony, EA, and Nintendo from Information Arbitrage.
 

Market Expectations:
Participation - About 84% of S&P 500 stocks are above their 50-day moving averages and 72% of S&P 600 small caps.  NASDAQ 100 is at 70%.  Clearly we're not seeing, at this juncture, major deterioration in upside participation.  Indeed, 82% of all NYSE issues are above their 50-day MAs.  Bear markets usually begin after we get price highs in the indices with reduced participation in the strength (i.e., waning % of stocks above their averages).  

 

Market Summary:  

The market traded higher in early action, only to reverse and trade lower through much of the day.  We closed below the day's average price of ES 1425 (note the change to the March, 2007 contract).  The Power Measure closed solidly negative on late selling.  Selling dominated the large caps, with the Institutional Composite finishing at -222, and also led the broad market, with the Adjusted TICK at -490.  Demand rose to 44; Supply rose only modestly to 84.  New 20 day highs dipped to 1285; new 20 day lows rose modestly to 393.  In all, we did not see as much downside momentum among stocks as it might have appeared from the price action.  The drop has placed us in a neutral short-term trend, but that will turn bearish if we see day over day price lows and an expansion in the number of stocks making fresh 20-day lows.

 

December 7, 2006
Market Ideas:
TraderFeed begins an exploration of the equity put-call ratio.
Here's the transcript from the Morning With the Doc session.
I think Charles Kirk outdid himself with this collection of links.  I especially like this one, from Seeking Alpha, that tracks real estate and housing.
Excellent perspectives on the dollar from the Blogger Take at The Big Picture.
Eye-opening post on buy-write strategies from Adam Warner.
I want to thank Ashton Dorkins, editor of Trading Markets, and Trader Mike for the heads up on Swivel.  
Yaser Anwar, with perspectives on WMT and MO.
Cloning concerns about hedge fund clones, from All About Alpha.
Wednesday links from Abnormal Returns.
Portfolio updates--buy and sell candidates--from Portable Alpha Daily.
What makes mutual funds successful, from CXO Advisory.
 

Market Expectations:
Intraday Put/Call Data:  Here is the chart of Tuesday's market, alongside the equity put/call ratio (five minute increments).  I'm tracking two pieces of data:  1) whether the current ratio is above or below the 100-day average put/call ratio; and 2) whether the ratio moves higher or lower over the course of the day.  I'm especially looking for patterns in which shifts in the ratio lead moves in the stocks.
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Market Summary:  

The market traded in a narrow range on Wednesday, consolidating recent gains.  We closed near the day's average price of ES 1414.75, sustaining the short-term uptrend.  The Power Measure closed in negative territory, reflecting late selling.  Buying and selling were relatively balanced among large caps, with the Institutional Composite ending at -17.  The Adjusted TICK showed a little more selling in the broad market, closing at -139.  Demand fell to 41; Supply rose to 73.  New 20 day highs finished at 1391; new 20 day lows expanded to 352.  Institutional Momentum fell to +10, with 7 issues trading in intermediate-term uptrends and 10 in downtrends.  We are hovering near the bull highs, but upside momentum is waning.

 

December 6, 2006
Market Ideas:
TraderFeed  anticipates the Morning With the Doc session by focusing on what we can learn from the opening minutes of trade.
Thanks to Trader Mike for this link to another good StockTickr interview.
Alpha Trends on one of those painful learning experiences.  I owe many of my best trades to learning from my bad ones.
Now this is what winning traders do: they review their notes when they don't make the trade they would have liked to have made and they drill the lessons into their skulls.
Check out changes at The Big Picture: favorite posts are now at the top right; blogroll at the left.  Good blogs are like good traders: they periodically remake themselves.  They evolve.
Adam Warner, with a perspective on options volume pops.
Thanks to Abnormal Returns for pointing out this recession post from David Gaffen and this one from Hussman, among other fine links.
Sector correlations during mature bull markets from Ticker Sense.
Jubak, on how foreign investors--not the Fed--control our interest rates.
 

Market Expectations:
Participation:  More new highs for the S&P 500 Index, but I don't like the divergences I'm seeing.  New 52-week highs among S&P 500 stocks increased to 73, still down from the level we saw 3 weeks ago.  Among the S&P 600 small caps, we have 60 making new annual highs, also down from several weeks ago.  Note that we're not seeing new highs in the NASDAQ 100; only 10 of those stocks are at 52-week highs.  But it's the failure to make new highs in the DAX (below), FTSE, and the bourses in Euro land that has my attention.  The strong Euro/weak dollar is taking its toll.
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Sentiment:  As of Tuesday, we had a five-day NYSE Adjusted TICK greater than 1000 and a five-day Institutional Composite also greater than 1000.  That's very strong buying sentiment.  Since 2004 (N = 730 trading days), we've had 28 similar occasions.  Two days later, the market (SPY) was down by an average of -.18% (12 up, 16 down).  That is weaker than the average two-day change of .07% (389 up, 341 down) for the sample overall.
 

Market Summary:  

The market opened higher and closed at yet another bull market high on Tuesday.  We closed above the day's average price of ES 1414,5, continuing the bullish short-term trend.  The Power Measure closed positive, reflecting continued buying.  Indeed, for the second consecutive session we saw net buying in the large caps, with the Institutional Composite at +219, and in the broad market, with the Adjusted TICK at +269.  Demand dropped to 80; Supply rose to 35.  New 20 day highs rose to 1920; new 20 day lows fell to 1441.  Institutional Momentum rose to +200, with 8 stocks in the basket trading in intermediate-term uptrends and 9 in downtrends.  We continue to make day-over-day highs and expand the number of stocks making fresh 20-day highs.  As long as that's the case, the short-term trend remains up.

 

December 2, 2006
Market Ideas:
TraderFeed  looks at the relationship between corporate bonds and stocks.
Perhaps the most important learning strategy of all: cultivating your own best practices.
Lots of links from Charles Kirk, including quite a few on the weakening economy.  If you're a member of his site, do check out his post on what the hedge funds are doing.  Very good stuff.
Larry Connors on when money managers like to buy stocks. 
Barry Ritholtz questioning the Goldilocks scenario.
Wise perspective from Bill Cara on dealing with market weakness.
Yet more fine links from Abnormal Returns, including some more good ones on economic weakness.
Very interesting post on secondary offerings and what they mean from CXO Advisory.
 

Market Expectations:
Dollar Dilemma:  This fine chart from Decision Point highlights the dollar dilemma.  We've had a tightening of short-term rates since 2004, but this has not supported the dollar.  Meanwhile, we're knocking at the door of multiple year lows in the Dollar Index.  The problem, of course, is that monetary conditions have been loose even as short rates have hovered around 5%.  Here's a nice quick primer on money supply.  Here's David Gaffen's take on a Barry Ritholtz post on M3 money supply growth.  Now we're seeing economic weakness in the data, especially related to housing.  Do we raise rates and/or tighten money supply in the face of a weakening economy?  Let the dollar fall and court major inflation problems down the road?  During the week, Mr. Bernanke talked of higher rates as an option; my hunch is that he's preparing us for what's to come. 
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December 1, 2006
Market Ideas:
TraderFeed celebrates its first birthday with a market pattern based on tracking global macro market players. 
Following the market's U-turn.
Charles Kirk summarizes aspects of a trading journal, as laid out by Doug Hirschhorn.
Justin Lenarcic summarizes the technical evidence on the market.
Ticker Sense on how the market has behaved on December firsts.
The Big Picture on big discounting by the retailers.
Dollar, yields, oil, housing; excellent links from Abnormal Returns.
Controlled Greed, on why value investing works.
Nice opportunity to preview Brian Shannon's work.
Jon Markman finds opportunity in plastics.
Bonds scream recession.  The dollar just screams.
 

Market Expectations:
Recession?  Since November 6th, the ten-year yield has moved from 4.71% to 4.46%.  The Euro has moved from 1.275 to the dollar to 1.326.  The gold ETF has moved from 61.89 to 64.39.  U.S. stocks (S&P 500) are up over that time, but the German DAX, British FTSE, and French CAC 40 are down from their highs.  A strong set of currencies isn't likely to help their export business.   

 

Market Summary:  

The market lower on Thursday before rallying and then selling off late in the session.  We finished above the day's average price of ES 1401.5, continuing the short-term uptrend.  The Power Measure closed positive, though off its high.  Once again, buying dominated the broad market, with the Adjusted TICK at +442.  Action was more neutral in the large caps, however, with the Institutional Composite at -29.  Demand dropped to 86; Supply rose to 47.  New 20 day highs rose to 1500; new 20 day lows fell to 375.  Institutional Momentum rose to a still tepid -40, with 8 stocks in intermediate-term uptrends, 8 in downtrends, and 1 neutral.  I am viewing this as a broad trading range and am carefully watching the tape as we approach the range highs.  As long as we get day over day price highs and an expansion of new 20-day highs, the uptrend will remain intact.

