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Tom’s Weekly Newsletter March 10, 2021 

$1.9 Trillion Stimulus/ Relief Bill passed in the Senate last Saturday and today 

the House. 

It goes to the President to sign in to action, which is expected to happen on 

Friday.  At that point stimulus checks could be seen arriving to folks as early 

as next week. 

The Dow surged to all-time highs.  There is the expectation people will put 

some or all of that stimulus money to work in the markets. 

The NASDAQ, however, has been sliding down from its peak mid-February. 

 

It is still trading below its 50-day Simple Moving Average (SMA).  It has 

bounced about 450+ points off its most recent lows a couple of trading days 

ago so that pivot point low needs to hold or continued downward pressure is 

possible. 

If you expect a bounce is overdue for tech stocks, start going through maybe 

the XLK batch of stocks to find some tech stocks testing support price zones / 

areas. 

Tom Gentile 

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

 
 
The tails/shadows of the two candlestick days (4 and 5 trading days back) 
signify what’s called ‘price rejection’.  It means the security traded down to 
that price and by the end of the day traded up off it to form those shadows. 
 
That price support ended up being 375, not quite the 370 it could have tested. 
 
The move up sees SPY trading above descending resistance and that bullish 
move could bring a move just a bit higher to its all-time highs. 
 
The day today is a doji, which means indecision (no clear winner between the 
bulls and the bears).  If we don’t see the SPY price continue higher, it would 
not surprise me to see it trade around this overhead resistance line/area 
before we see a more definitive directional move. 
 



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

TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
TLT had a quick pop higher post the Darknet ‘R’, reiterated bullish signal. 
 
It’s slide back brought it back to the price point of 138, making it a double 
bottom support. 
 
TLT still has much more work to do before I’d feel confident the bottom is in 
place.  If it could take out that most recent pivot high, close and maintain 
above it a few days that would signify more conviction of buyers. 
 
If it trades below support watch out further below. 
 
If more upside is expected in equities with more stimulus money being put to 
work it may delay bullish price action in TLT. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
If you want to see one reason Gold hasn’t been very bullish take a look at the 
chart on UUP. 
 
As the US Dollar strengthens the cost for foreign money to buy assets like Gold 
increases, causing less demand. 
 
It still impresses me to this day how well support and resistance technical 
analysis works. 
 
UUP rushed up off 24.20 to find a resistance (which was a prior support price 
area) at 24.90.  I would look for a test of 24.70 or as low as 24.20 support if it 
does not blow through this overhead resistance. 
 
If it breaks above I would anticipate a mirrored move (of the previous up leg) 
to the upside. 
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USO - United States Oil Fund, LP 
 

 
 
As I stated in the chart image above, what you are seeing in the annotations 
I’ve drawn in, is typical or to be expected when viewing an uptrend. 
 
You see various triangle pattern breakouts.  A stock builds a bit of a support 
and has a bit of a pop and drift back only to breakout to continued highs. 
 
You can see flag and pennant formations where the same things happens; the 
security breaks out to the upside and moves (at times the distance of the 
width of the base of the flag pole to the peak of it). 
 
The flag pattern or what I see as the last 4-trading days is filling a gap and that 
could be a setup for a further price higher in USO to come. 
 
Remember, we are in a seasonally bullish period for energy and oil, so my 
directional bias is to the upside. 
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GLD - SPDR Gold Shares 
 

 
 
A bottom has formed on GLD for now. 
 
It didn’t just form a pivot low in an orderly fashion.  It gapped two trading 
days ago.  Gaps tend to fill, so if you don’t expect it to happen at least don’t be 
surprised if it does. 
 
There is a clear overhead resistance price area GLD needs to contend with at 
166. 
 
I would think anyone who got in on this, (not a recommendation) at or around 
these lows would be happy with a move to 166. 
 
I would be encouraged even further should GLD take out that resistance.  At 
that point, I would watch to see if that old resistance holds as new support to 
then expect further upward action. 
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From the Desk of a CMT, Am I Trending? ADX Rankers 
 
J. Welles Wilder Jr. is a technical legend; it’s amazing how many different 
trading tools he created. 
 
His 1978 classic, “New Concepts in Technical Trading Systems”, provides 11 
trading systems and construction details for the tools used along with his 
reasoning for selecting specific calculations. 
 
It’s as if you’re sitting in his office being taught by the master. 
 
The Relative Strength Index remains my favorite Wilder indicator, but the 
Average Directional Index (ADX) may be a close second. The construction is so 
very different than any other tool and merits a high-level understanding, so 
much of this article runs quickly through it. The ADX: 
 
• Is a moving average of directional movement,  
• Results from of a series of calculations, and 
• It measures trend strength.  
 
ADX can be used over various timeframes, allowing the trader to focus on 
trends that suit their personal style. Core Elements of ADX: 
 
• Plus Directional Movement (+DM) 
• Minus Directional Movement (-DM) 
• Positive Directional Indicator (+DI) 
• Negative Directional Indicator (-DI) 
 
Wilder describes Directional Movement (DM) as, “The largest part of today’s 
range that is outside of yesterday’s range.”1 DM = +DM, -DM or 0 … only one is 
used in the calculation. 
 
To visualize the measures, Wilder provides a variety of images that is 
summarized in Figure 1. 
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Figure 1: Wilder’s Daily Directional Movement 
 
• +DM is positive directional movement above the previous period’s high 
and is used when 
o +DM > -DM or  
o +DM > 0 
• –DM is negative directional movement below the previous period’s low 
and is used when 
o -DM > +DM or  
o -DM > 0 
• 0 is used when neither +DM nor -DM is positive. This occurs during an 
inside day. 
 
Although cases where -DM or +DM is zero are not displayed, ideally the image 
above gives you better insight as to where Wilder’s attention was focus. The 
next part of the calculation involves directional indicators: +DI and –DI. These 
are normalized values by including the security’s true range (TR) into the 
measures (dividing DM by TR). Please see the end of the articles for details. 
 
• +DI measures the percentage of upward movement for TR over some 
period. 
• –DI measures the percentage of downward movement for TR over some 
period. 
 
So, the DM calculations are absolute measures while the DI calculations are 
relative in nature. Intuitively, this means a large +DM value will likely 
translate to a greater +DI when markets are not volatile. 
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During more volatile markets, a big +DM may be typical for the period 
included in the calculations. Take a look at some charts from a year ago and 
see if you can isolate -DI. 
 
The last part of ADX construction is calculating the ADX itself. This indicator is 
typically plotted with ADX, +DI, and -DI. Occasionally, DMI is available as 
indicator too (the last step to reaching ADX). 
 
DMI = (+DI) - (-DI) 
  (+DI) + (-DI) 
 
ADX is the DMI moving average. Most importantly, here is how ADX is used: 
 
An ADX line rising up above 20 signals a trending market, while an ADX line 
falling below 40 signals a non-trending environment. Key areas of movement 
for the ADX are 20 and 40, with readings below 20 suggesting a weak/no 
trend and readings above 40 suggesting a strong trend. The ADX should be 
used with other technical tools and does not indicate trend direction. 
 

Action Strength Market 

Rising line below 20 Very Weak Trending 

Rising line moving up above 20 Strengthening Trending 

Rising line moving up above 40 Very Strong Trending 

Divergent falling line below 40* Weakening Trending 

Falling line below 40 n/a “Trendless” Sideways 

Falling line below 20 n/a “Trendless” Sideways 

 
* Because a rising ADX signals a trending period, either upward or downward, 
a divergent ADX line is one that is falling while price is rising or declining.  
 
Take a look at some charts with ADX, +DI, and -DI included. Although it 
appears +DI and –DI simply move in opposite directions, it’s not quite what’s 
happening. Price moves differently when going up versus going down and this 
characteristic, combined with the use of a zero reset within the indicator 
construction actually creates periods when the measures are moving together.  
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If you’re having a hard time seeing what’s happening since there are three 
normalized oscillating lines (normalized  think range bound in this case) 
consider shortening the number of days you’re viewing or widen the indicator 
window if that’s an option. 
 
Next week we’ll view stock charts with ADX generated by the ADX Ranker 
tool. You can access the ADX ranker as follows: 
 
Stocks > Stock Rankers > ADX 
 

 
Figure 2: Default settings for ADX Ranker 
 
Start with the default settings and the stock list of your choice, then check out 
charts from the results that are returned. Again, consider shortening the 
number of days on your chart so you can see what’s happening with ADX, +DI, 
and -DI more clearly. 
 
I’m leaning towards running the ADX scan on weekly closing data to develop a 
case study, so consider playing around with the tool to see what results 
resonate for you. 
 
My initial preference is for a newly emerging trend, but we’ll have to see what 
the market brings. I’m going to run the scan on a cross asset class ETF list (see 
below) as well as the S&P 100 (OEX) Optionable stocks. 
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Regards, Clare White, CMT 
 
1 Wilder, J.W. (1978). New Concepts in Technical Trading Systems. Winston-
Salem, NC: Hunter Publishing Company, (p 36) 
 
Calculation for 14-day +DI and -DI: 
 
Wilder calculated +DI and –DI values by measuring [(+DM/TR) x 100] and [(–
DM/TR) x 100] initially, then used formulas similar to exponential smoothing, 
to add the next day’s data while dropping the oldest data point. This provides 
smoothed +DI and -DI indicators 
Cross Asset list 
 

 
 
Tom Gentile 
C1P (Chief 1-percenter) 



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

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. 


