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Tom’s Weekly Newsletter October 21, 2020 

Week 2 of Trading Essentials kicks in tonight and I hope to see you all there as 

I discuss the basics of Credit Spreads. 

And if you already attended and saw it before coming to this week’s 

newsletter know that for all of you with a subscription to these tools you can 

Register or Create a Forum account for free within the tools. 

Utilize the Forum / Discussion Board titled ‘Traders Forum’ to ask ongoing 

questions of me, my Options strategists, Programmers and collaborate with 

others. 

To register / create your free Forum account within the tools access this video 

link: https://www.youtube.com/watch?v=Bsrq6yXWNHM 

 

Tom Gentile 

C1P Chief 1-Percenter 

https://www.youtube.com/watch?v=Bsrq6yXWNHM
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Four Corners of the Market 
 
SPY 
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TLT 
 

 
 
This recent close below the pivot support price area of 159 indicates to me 
there is weakness in bonds. 
 
Aggressive traders could jump on a bearish trade with this one-day break and 
close below that support area. 
 
More conservative traders like to give it a few days to see if there will be more 
weakness vs. it being a false breakdown and it snaps back up above that 
support and starts to trade higher. 
 
If the selling continues there isn’t really a support price until the June lows 
around 154. 
 
There is more often than not an inverse trading correlation between equities 
and bonds so if bonds are trading lower it tends to mean money is flowing in 
to and being put to work in US equities.  If there is more downside to come in 
bonds, equities may have found a floor of its recent pullback. 
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UUP 
 

 
 
UUP is trading in a boxed trading range.  For an investor who likes to put their 
money to work in a security anticipating it growing over time, a chart like the 
one on UUP is boring and could even be deemed very frustrating. 
 
Imagine putting your money to work on a security anticipating a higher price 
move where one can eventually sell for profit and having to sit on it for 
months watching it virtually go nowhere. 
 
It least it hadn’t lost money by trading lower.  But it hasn’t provided ay 
meaningful profit opportunities either. 
 
As a trader of stock and or options, a sideways range isn’t as bad.  If one buys 
on support and sells on resistance that could provide a profitable venture, but 
with the swings being under 1-point there isn’t a lot of meat on the bones 
from that type of price action.  Which speaks to why I don’t trade UUP or 
options on it but use it as a gauge to see if boring or lower price action is 
happening, which tends to be good for equities. 
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USO 
 

 
 
Post the reverse split on USO it had been trading in an upward trend. 
 
Until late August, when it broke down through the technical support line of 
that upward trend channel. 
 
It found a base price of 26.50 a couple of times and as of now, it’s sideways 
trading range is tightening up where 28 looks like support. 
 
The discussion brought up when analyzing UUP was that of investing vs. 
trading a sideways trend or range bound pattern. 
 
At least USO is trading 1.25-point increments (28 – 29.25) as of late and prior 
to that support was at 26.5 a couple of times. 
 
These aren’t the most robust price range swings but graduates of our 
Calendar Mastery course could probably look for and find opportunities of 
that strategy on this type of price action. 
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GLD 
 

 
 
GLD’s price action makes it look like the scarecrow from the Wizard of Oz is 
discussing its future direction… in that it could go one way or another. 
 
It was in a descending triangle and broke down from that support making it 
seem it could go down as far as the widest width differential of that triangle 
formation. 
 
It hasn’t yet and instead, formed a pivot low it bounced from just under 175. 
 
It broke out 9-10 trading days ago. Failed to follow through to the upside and 
now is closing above that resistance (which was old support) again. 
 
The doji day (Japanese candlestick that indicates indecision in the 
marketplace) makes this breakout less impressive than the one previously. 
 
We need to see if 180 holds and it trades higher or fails to carry through. 
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From the Desk of a CMT 
 
T-14 Days 
 
Time is very strange in 2020 and my countdown mode reflects my difficulty 
comprehending it is almost election day. Just grounding myself in “what is”. 
 
Last week we initiated an earnings season bullish case study and our 
underlying stock, CMCSA, is displaying bearish behavior. 
 
On Thursday, the first open after the article posted, CMCSA was trading 
around $0.32 per contract versus $0.53 in the case study. In addition to price 
opening below the 50-day Simple Moving Average (SMA), it pierced the 200-
day SMA. 
 
This was accompanied by an increase in implied volatility (IV) … beyond the 
move upward associated with the actual earnings release. Ideally you opted 
out of this particular one. 
 
Friday’s market included a rebound for CMCSA that met resistance at the 50-
day SMA. Weekend time decay and a persistent move downward for the 
underlying on 10/19/20 included a close below the 200-day SMA. It also 
triggered an exit. Well go with worst case scenario: use of the scan date’s 
entry price and an exit at the close on Monday, 10/19/20. 
 
Figure 1 displays the risk graph information for 10/3/20: 
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Figure(s) 1: CMCSA Oct 30 2020 47.50 Long Call with Price Chart and Risk 
Graph 
 
 
Case Study Recap: 
 
Buy to Open 10 CMCSA Oct 30 2020 47.50 Calls for a net debit of $530 
Sell to Close 10 CMCSA Oct 30 2020 47.50 Calls for a net credit of $150 
 
Net loss: $380 
 
Exit rules: 
 
1. Max loss of $265 (call at $0.27) 
2. By market close on Wednesday Oct 28, 2020 
 
Unless you had an open stop loss order in place or were watching the market 
on Monday, the $0.27 level would have been missed. The persistent decline 
resulted in a close at $0.15. 
 
Figure 2 displays the risk graph before the case study is exited on 10/19/20. 
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Figure(s) 2: CMCSA Oct 47.50 Calls Case Study on 10/19/20 (Exit Triggered) 
 
 
Figure 3 on the next page displays the price chart for CMCSA with the same 
technical as last week. 
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Figure 3: Daily Price Chart for CMCSA with SMAs, RSI, and Volume Bars on 
10/19/20 
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As a quick aside, although specific price and time exit points are generally 
identified, there are times in a trade when asking, “Would I enter the 
position?” can be of value.  
 
• If the answer is “no”, then consider exiting. Go further and think about 
whether a technical exit (or whatever tool provided you with a definitive 
assessment of conditions) could be added to your plan.  
 
• If the answer is “yes”, consider adding to your position. If you do, be 
sure to adjust your exits so the aggregate position is properly managed for 
risk. 
 
Hang in there for this election cycle and remember to stay grounded in what is 
for the markets. 
 
Thanks all. Please stay safe and healthy in all respects. 
 
Regards, Clare White, CMT 
 
Tom Gentile 
C1P (Chief 1-percenter) 
 
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. 
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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 


