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Tom’s Weekly Newsletter February 10, 2021 

What the Fed Said… 

Really nothing new. 

It seems Fed Chair Powell is still very concerned about the employment 

picture.  He spoke at the Economic Club of New York, Powell saying the 

employment picture is a “long way” from where it needs to be. 

Interest rates (low interest rates) seem to be in place and look to remain 

there for a while.  Stimulus talks continue in Washington and it is believed 

additional relief will continue to support equities. 

All that said… the Dow joined in on the ‘All-time high’ action by closing higher 

by 63-points today. 

The NASDAQ and S&P 500 both hit all-time highs on an intraday basis but 

couldn’t hold on to those highs on a closing basis. 

The markets may feel a bit toppy and if one watches the volume it may not 

seem like these prices can hold, but that has been said for a while and the 

market’s resilience continues. 

The best I can say to you all is monitor your option trades valuations. 

Things to consider.  Consider a trailing a stop or move one’s stop up to break 

even if profitable or consider moving the stop to a value that if the option hits 

that and stops you out it leaves you with a profit or managed loss you can live 

with. 

Of course, I am not a Registered Investment Advisor and am NOT giving you 

advice, but rather considerations that I as an option trader have to do myself. 

You must work with your broker on what is best for you and your account. 

Tom Gentile 

C1P Chief 1-Percenter 
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Four Corners of the Market 
 
SPY - SPDR S&P 500 ETF Trust 
 

 
 
With technical analysis things aren’t going to play out to being to-the-penny 
accurate. 
 
Support or resistance can be established in a price area not at a specific 
number.  A stock will not necessarily test a Moving average where the 
absolute bottom of a days trading range hits it and bounces off it. 
 
You will see and hear me reference a support area or resistance area and say 
the pattern in this security is ‘similar to’ or ‘looks like’…  That is why I 
referenced the price action in the SPY image above over the last 3-trading 
days is similar to the last time things got toppy and rolled over a bit in SPY 
(that first arrow points to a 4-trading day period). 
 
I am not saying the markets are due to roll over again, but I am pointing out 
the price action is similar to prepare for the possibility. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
A Darknet ‘B’ Bullish signal populated on the chart of TLT two-trading days 
ago.  This is a technical indicator that says a bottom may be forming. 
 
It typically happens in an uptrend when a security pulls back while in an 
uptrend, hits a support-type area and then resumes its uptrend. 
 
The security doesn’t have to be in an uptrend though.  It is a signal that shows 
up when a security’s price is seeing a few, different time frame trend-type 
channels stacking on top of each other and the price is at or near support of 
those multiple channels. 
 
It means this may be a bottom for TLT for now.  I have some horizontal 
resistance levels that may act as just that resistance on any kind of move 
higher. 
 
If TLT is going to bounce higher, don’t be surprised if we see equities price 
action go lower. How far down?  Maybe until TLT hits a resistance. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
In weeks past I’ve had an ascending triangle pattern drawn in on the chart for 
UUP. 
 
The reason for showing that is to indicate a horizontal resistance with higher 
lows happening in price.  If UUP broke above that resistance we might have 
expected a higher price move. 
 
I adjusted my trend lines now to show an ascending channel where UUP over 
the past two trading days broke support giving indication prices may continue 
to slide. 
 
UUP like bonds (represented by TLT) tend to trade inverse to equities and 
where TLT looks ready to inch higher, UUP looks the opposite of that. 
 
This makes for a confused picture for trying to assess a pending, directional 
move in equities. 
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USO - United States Oil Fund, LP 
 

 
 
The trend channels, (found by brining up a stock chart and clicking on 
‘Channel Test’ in the panel to the right titled: Channel Parameters) … 
 

 
 
… are showing USO in a clear uptrend. 
 
There isn’t much more one can write about the technical picture as this is a 
pretty clear bullish phase for USO. 
 
We are coming up on a seasonal bullish period for oil and energy so this 
uptrend may have legs. 
 
Keep an eye and ear out for political decisions affecting oil as those issues are 
the things that can derail this bull run. 
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GLD - SPDR Gold Shares 
 

 

 
 
We may see it happen eventually and this recent upward price action may just 
be bringing us up to an old support area that will turn in to resistance, but 
until the death cross happens GLD may trade higher for a bit. 
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From the Desk of a CMT, Closing CTSH Changing Your Market View 
 
Despite three potential exit triggers, the timed exit ultimately closed out the 
CTSH case study. Figure 1 provides the saved trade information with opening 
and closing legs (1/26/21). 
 

 
Figure 1: Case Study & Risk Graph Data for CTSH Mar 19 75 Call (Closed 
1/26/2021) 
 
Post earnings CTSH dropped more than 5% the day after earnings. 
 
Market Conditions 
 
It’s usually easy to get into the Tom’s Tools site and use the stock or options 
menus to find something I’d like to write about, preferably with a case study 
attached. Sometimes, like this evening, I feel more disoriented. I fumbled 
around for a bit then settled back into steps that can help ground me. 
 
Here are a few things I did: 
 
• Completed a couple of scans on sectors to see which sectors were 
stronger and weaker 
• Looked at daily stock charts of a broad list of sector and industry ETFs, 
but it felt like there was a lot of noise in what I was viewing 
• Finally got some perspective by viewing SPY and a smaller list of core 
sector ETFs with longer-term charts. 
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I am simply not tracking the markets with the same intensity as years past 
when I had a rhythm for reviewing monthly weekly, then daily charts, 
depending upon my end goal.  
 
I’m uncomfortable with these markets and do understand that Fed actions 
and a different market structure where things can continually be pushed 
upward is something I don’t want to fight. However, there are times when you 
may not jump on the bearish side of things but can similarly choose to scale 
back on a purely bullish view.  
 
Figure 2 provides a longer-term daily chart from Tom’s Tools that compresses 
data to the point of getting a different view of conditions. It includes the 200-
day simple moving average (SMA) and MACD below. I did run first through a 
chart package with monthly charts to move more quickly through the charts, 
but as you can see from Figure 2, this works too. 

 
Figure 2: Compressed Daily SPY Chart with 200-day SMA and MACD 
(2/9/2021) 
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The compressed view highlights two things I didn’t see before: 
 
1. SPY is pretty far above its 200-day SMA and mean reversion is a key 
characteristic of market returns over a less than 3-month period and greater 
than 1-year period. Relative strength (aka, “momentum”) describes returns 
over 3 to 12 months. 
2. MACD has been diverging for some time. It can continue to diverge but 
the longer you go, the closer you are to a turn. 
 
Remember to change your view when you feel as though you’re running 
through charts without good insights or feel disoriented from market 
behavior. 
 
Use SMA trends to also help ground you in what “is” for the markets. 
Using the MACD ranker (Stocks > Stock Rankers > MACD) we can run a couple 
of scans on the 9 Select Sector SPDR ETF’s which collectively represent the 
S&P 500 Index (and SPY). 
 
Select “Show” for Wizard Criteria and extend the search to the 10 day max 
instead of 1 day as shown in Figure 3. 
 

 
Figure 3: MACD Bearish Scan Sector SPDRs List Using a 10-day Lookback 
(2/9/2021) 
 
For reference, Sector SPDRs include: XLB, XLE, XLF, XLI, XLK, XLP, XLU, XLV, & 
XLY.  
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The purpose for running this scan is to identify sectors which may already be 
exhibiting weakness. We know there are some formidable tech stocks driving 
strong performance for SPY, but not all names are similarly benefiting. Figure 
4 displays the results of the scan on 2/9/2021 and it can serve as a starting 
point for assessing stock groups that may already be displaying some 
weakness. 
 

 
Figure 3: MACD Bearish Scan Results (2/9/2021) 
 
Be sure to review stock charts, consider digging into individual names for 
these sectors, and view the current implied volatility to help with strategy 
development. 
 
Entering a position is much easier than exiting, so if you find a strategy that 
suits market conditions and your style, be sure to identify your max risk and 
how you’ll manage it before placing an opening order. I’ll have more on 
market conditions next week. 
 
Regards, Clare White, CMT 
 
Thank you, Clare! 
Tom Gentile 
C1P (Chief 1-percenter) 
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Disclaimers 
Stock and options trading has large potential rewards, but also large potential risk. 
 
You must be aware of the risks and be willing to accept them in order to invest in the stock and 
options market.  Do not trade with money you cannot afford to lose. 
 
This is neither an offer to buy/sell/ or recommend a particular stock or option. 
 
Hypothetical or simulated performance results have certain inherent limitations.  Unlike an actual 
performance record, simulated results do not represent actual trading. 
 
Also, since the trades have not been actually executed, the results may have under or 
overcompensated for the impact, if any, of certain market factors, such as lack of liquidity.  
Simulated trading programs in general are also subject to the fact that they are designed with 
hindsight. 
 
No representation is being made that any account will or is likely to achieve profits or losses similar 
to those shown. 
Disclaimer of Warranties and Liabilities Tom Gentile and TomsTradingRoom, LLC including 
employees, consultants, and editors ("Publisher") cannot and do not warrant the completeness or 
accuracy of the content found in our areas, or its usefulness for any particular purpose. 
 
Tom Gentile and TomsTradingRoom, LLC also make no promises that our content or the service 
itself will be delivered to you uninterrupted, timely, secure, or error-free.  Under no circumstances 
will Tom Gentile and TomsTradingRoom, LLC be liable for direct, indirect, incidental, or any other 
type of damages resulting from your use or downloading of any content on our site. 
 
This includes, but is in no way limited to, loss or injury caused in whole or in part by our negligence 
or by anything beyond our control in creating or delivering any portion of Tom Gentile and 
TomsTradingRoom, LLC. 
 
You are agreeing that you bear responsibility for your own investment research and investment 
decisions.  You also agree that Tom Gentile and TomsTradingRoom, LLC will not be liable for any 
investment decision made or action taken by you or others based upon reliance on news, 
information, or any other material published by Tom Gentile and TomsTradingRoom, LLC. 
 
Tom Gentile and TomsTradingRoom, LLC relies on various sources of information that we believe 
to be accurate and reliable. However, we make no claims or representations as to the accuracy, 
completeness, or truth of any material contained on our site. 
 
Tom Gentile and TomsTradingRoom, LLC are educational portals, providing content for educational 
and informational purposes only.  Neither Tom Gentile nor TomsTradingRoom, LLC are a 
broker/dealer. 
 
Investors need a broker to trade stocks and options and must meet certain requirements.  All 
securities, futures, and investments data and ideas are offered to self-directed investors.  All prices 
in USD unless noted otherwise. 
 
A full disclaimer can be found here:  http://www.tomgentile.com/legal_disclaimers.html. 


