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Tom’s Weekly Newsletter February 17, 2021 

 

BITCOIN (BTC): Here are a couple of my most recent educational and 

informational videos on what I see going on with Bitcoin, which you can find 

on my YouTube Channel: 

https://www.youtube.com/user/TomsTradingRoom 

Title: Bitcoin HITS 50k | Don't Buy #RIOT Stock - Do THIS instead 

https://www.youtube.com/watch?v=W3bLgRCas0o 

Title: Move Over Bitcoin... THIS is the Future of Crypto #BTC #ETH #LTC 

#XRP 

https://www.youtube.com/watch?v=DXsQ00wJjeg 

Bitcoin is trading at all-time highs and it is so intriguing to so many that CNBC 

even has a Bitcoin price box at the bottom right-hand corner of its screen to 

track its price… it’s as if they are saying its just as important to pay attention 

to as the big three market indices. 

I was a miner of Bitcoin in its early days and have since given that up, but I 

haven’t given up my BTC and don’t plan to do so anytime soon. 

Check out my videos and my YouTube channel for my insight and prognosis 

for BTC and send me your thoughts on it. 

Tom Gentile 

C1P Chief 1-Percenter 

https://www.youtube.com/user/TomsTradingRoom
https://www.youtube.com/watch?v=W3bLgRCas0o
https://www.youtube.com/watch?v=DXsQ00wJjeg
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Four Corners of the Market 
 
SPY - SPDR S&P 500 ETF Trust 
 

 
 
In technical analysis, one tries to spot repeatable patterns.  One type of 
occurrence is when a security make what’s called a ‘mirrored move’.  That is 
where a price pattern or price move repeats itself. 
 
When a security trades in a sideways range and breaks out of it or breaks 
down from it, it may make a continued move in the direction of that break 
equal to the dollar or price amount of that range. 
 
Should that happened on SPY, since it broke out of the range to the upside, (a 
bullish move), if it holds and continues higher one could extrapolate out that 
trading range amount to the price of the break for a potential price target. 
 
In this case I have a short 15-point range drawn in that SPY broke out of at 38.  
If SPY makes another 15-point move that would put it at 400. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
The Darknet ‘B’ failed thus far as there is continued strength in the equities 
market. 
 
This doesn’t mean there won’t be a successful Darknet signal to come.  It 
would likely be of the ‘R’ Reiterated Bullish kind. 
 
TLT is in a downward trend and when TLT’s price lines up with multiple trend 
channel support levels we may see that Darknet signal come our way. 
 
That is a Darknet view on the matter, but from a correlation perspective of 
how equities and bonds trade, they tend to trade against each other more 
often than they correlate, (they tend to have an inverse trading correlation). 
 
If the markets are deemed over bought and the anticipation is it may roll over, 
that is what I think it will take to see a bullish push in TLT. 
 
I have a couple of overhead resistance price levels drawn in. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
 
I have written often that Moving Average lines can act as both a means to 
assess directional trend and they can be used as support and resistance. 
 
After UUP peaked 9-trading days ago it slid back in price and found support at 
$24.40, which coincided with the 50-day Simple Moving Average (SMA). 
 
It bounced off it today.  Though it closed higher from yesterday which is 
usually bullish, it did have a bearish day from the perspective it closed lower 
than its open price, which is usually bearish. 
 
I am a big observer and find the patterns of old resistance becoming new 
support and what UUP looks like it is doing now, where old support may 
become new resistance works. 
 
If that pattern holds up again, this may be as far up UUP goes in the short-
term. 
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USO - United States Oil Fund, LP 
 

 
 
I said it above and will say it here, I love that my tools can overlay a SMA and 
Fibonacci on the same chart view now.  Kudos and gratitude to my 
programmers! 
 
I used to show a candlestick chart image and then provide a Fibonacci chart 
view image underneath it, but now as you can see above we can have both in 
the one chart view. 
 
The reason I am showing you is this.  Oil is coming up on its seasonal bullish 
pattern (trends higher between mid-February to mid-July). 
 
If it takes a breather and pulls back in price a bit before its next move higher I 
could see it doing so at 34.92 (35). 
 
That is where the 50-day SMA and the 38.2% Fibonacci retracement level 
overlap.  It may not pull back that much as USO is still showing upside 
momentum, but IF we get a reprieve in momentum I could see that as a 
potential support area. 



Copyright 2021, Tom Gentile, Tom’s Trading Room, LLC - All rights reserved. 

GLD - SPDR Gold Shares 
 

 

 
I pointed out last week the Death Cross (50-day SMA cross below the 200-day 
SMA) hadn’t happened.  Today it happened.  We need to see if there is follow 
through or it snaps back. 
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From the Desk of a CMT - Brief Comments on Market Structure 
 
Way back in the 3rd week of July, I discussed the disconnect between the 
market and uncertainty in the economy. I went through 4 different factors 
that could be impacting things and pretty quickly discounted the first one. 
After the market action from a couple of weeks ago, it seems Item 1 requires 
re-visiting. 
 
The rising stock market is a little strange at a time when you have large 
institutional trading companies issuing warnings. There are three different 
factors I think are relevant but haven’t been able to quantify yet. 
 
1. Robinhood traders? That really doesn’t feel right if you’re talking about 
stimulus checks and unemployment $’s, but it’s reasonable to think more 
money than that is at play from this new group of short-term traders. If you 
think this is a big factor, consider tracking margin interest data … I’m afraid I 
don’t know how current and targeted the data can be. High levels of retail 
trader margin could prompt stronger selling if a moderate decline takes hold. 
 
If Item 1 is exerting a strong influence on the market I think it has the 
potential to be short-lived. Fortunately, being involved in the markets means 
we re-assess conditions when new information is available (which is on-going 
for the markets) so if news continues to point this way, I’ll continue to ponder 
it. 
 
Consider it pondered. 
 
Market Technicals 
 
I love technical analysis and was going to add, “but” to start down the path of 
challenges faced when atypical extremes and market moves occur; and had to 
stop myself. 
 
There remains so much value in technical tools – they provide objective trade 
exits to support risk management and when a set-up is good, entries to lower 
risk higher reward opportunities. I don’t see the day when I won’t be 
compelled to check out a chart and some favorite indicators when someone 
asks me about the markets. 
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All that said, the degree of Fed intervention in the markets since from 2009 – 
2013 and beyond created some unusual return characteristics and, for me, 
difficulty reading indicators that once seemed straightforward. One good 
outcome of that was a commitment to acknowledge “what is” for the markets 
and dropping the notion of what they should be doing. 
 
 
Market Structure 
 
I needed to understand the impact of Quantitative Easing (QE) and did a bit of 
work understanding Fed impacts during their open market activities. It was a 
great project for me and fed into another area of interest, which is market 
structure. I use that term to describe the inter-related activities of all different 
market participants that can drive market moves.  
 
Consider: 
 
• The Fed with a stated goal of keeping the markets higher to support the 
economy via the “wealth effect”, 
• Institutional money managers that may flock to certain strategies often 
driven by Fed activity (risk-parity trade, Feb 2018 volatility event) which can 
create outsized positions for futures markets and other financial markets, 
• Institutional traders carrying out large volume trades for mutual funds, 
pensions, exchange traded products, …, 
• Hedge funds, 
• High-frequency traders (they provide liquidity when it’s good for them, 
they are not market makers),  
• Market Makers/Specialist, and  
• Retail traders 
 
This is not an extensive list or well-defined one, and with trading shifted to 
electronic markets, I’m not even sure the term specialist applies anymore. But 
markets are different than when I first became more active in them in 1998 
and I’m not sure it’s for the best. That said, I believe there remains 
opportunities for the retail trader. 
 
High-frequency traders (HFTs) had significant impacts on the May 2010 flash 
crash and if you want to gain some insights on the group, “Flash Crash” by 
Michael Lewis remains an excellent read. 
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Nanex research provides some good insights too. 
 
The added liquidity they provide can absolutely improve order execution for 
retail traders, but I am not a fan of a category of trader that has access to 
different order types. 
 
HFTs often use servers that are collocated at the stock exchange but since a 
retail trader could do the same, that aspect never bogged me down. 
 
The recent hedge fund controversy involves naked shorting, which means the 
short shares may not have borrowed shares held for that short. 
 
A brokerage lends a trader shares they have access to, typically those held in a 
margin account. 
 
Due to some timing issues, there are concerns that there is not a 1:1 
relationship between the amount of marginable stock available and the size of 
short positions in different names. It’s frustrating and has been around for at 
least a decade. 
 
I can get into different cascading scenarios that impact moves across the 
financial markets, but that’s for another day. 
 
The message that’s really important for me to convey right now is to manage 
your emotions and to trade with a plan as you take in the news, market and 
otherwise. 
 
What’s A Trader to Do? 
 
Getting past the frustration with prolonged QE by the Fed post-financial crisis 
– possibly the first K-recovery we experienced this century – helped me in this 
current environment. 
 
I believe retail traders have opportunities and challenges to navigate and any 
mentality that seeks to exact fairness through the markets may be a warning 
for you to step away for a few days or weeks. 
 
It’s hard enough to manage the psychology of gains and losses without 
personalizing who’s on the other side of a trade.  
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So, what’s a trader to do? 
 
• Understand the markets 
• Have a plan that suits your preferences and constraints 
• Know your risk 
• Stay grounded in what is for the markets 
• Follow your money management rules 
• Follow your risk management rules 
 
It’s interesting that some of the Reddit traders are at a broker called 
Robinhood. 
 
My understanding is that some traders created positions they were fully 
prepared to lose completely to turn the tide on unchecked naked shorting. 
 
I could be wrong on that assessment but what became clear now is that this 
group of traders are similarly part of the market structure that can move 
markets. 
 
They are not market newbies with stimulus checks and certainly an 
interesting addition to the trading world we’re in. 
 
I only hope the extent to which they are considered market manipulators is 
similarly carried across all categories of market participant.  
 
Be aware of what can trigger you in these markets and know what constitutes 
too much or too little information for you to be successful. 
 
I remain a champion of the retail trader and truly hope the financial markets 
offer us all opportunities for decades to come. 
 
Regards, Clare White, CMT 
 
 
Thank again, 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. 


