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Tom’s Weekly Newsletter November 18, 2020 

Here is a graphic I used in a recent YouTube video titled: Easy 90% Trade 

ahead of the Holiday Stock Market 

I discuss in this video how the traditional holiday pattern period of days is 

now from a mid-November start to the end of the first week of December. 

You can see the data my programmers scurried up and I highly encourage you 

all to go to my YouTube channel… (subscribe and click on the bell icon for 

notifications to be alerted every time I post a new video there) … 

And listen to the presentation to learn what my programmers and I 

discovered in running our back tests.  This way you are educated and 

prepared this time of year. 

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

Tom Gentile 

C1P Chief 1-Percenter 
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Four Corners of the Market 
 
SPY 

 
A pennant (or flag) pattern formation usually indicates a market is 
consolidating and that should then lead to a continuation of the existing 
uptrend.  If it breaks down from the pennant formation I would assess fib 
retracement zone levels for potential support areas. 
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TLT 
 

 
 
I wanted to change your view from the sideways channels I highlighted the 
last two weeks and offer up a descending channel view.  TLT’s price is closing 
in on the descending resistance line of the descending channel, which may 
lead to TLT stalling out and maybe rolling over from there. 
 
That type of price action would lead us to expect equities continuing higher. 
 
Should TLT break out above resistance and hold it, I would start anticipating 
the previous pivot highs (in this overall downtrend) becoming target prices 
higher TLT could reach.  Starting with 162, then 163 and then 165, etc. 
 
That type of price action may mean equities prices could trade inversely to 
that and break lower instead of just be in a consolidation phase. 
 
The shadow on today’s candle is the majority of the pattern for the day and 
speaks to the fact prices were bought off the lows of the days – follow through 
is needed before seeing this a meaningful bullish tell. 
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UUP 
 

 
 
When drawing in descending channel one can say the TLT and UUP charts 
resemble each other. 
 
The reason I am pointing this out is these two ETF’s tend to trade inversely to 
equities. 
 
SPY shows a pennant formation and that typically indicates consolidation that 
could lead to a continued move to the upside in prices for that ETF (equities). 
 
Maybe UUP just filled the first gap to the right (of the two) and maybe it will 
eventually fill the other one to its left.  All that would do is mean it is now 
testing resistance of the channel. 
 
Unless UUP (and TLT) break out of their respective channels to the upside 
these may resume their downward trajectory if money start kicking back in to 
buying equities. 
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USO 
 

 
 
 
I don’t know how else to write up what is posted in the caption bubble on the 
image above so I will re iterate. 
 
If USO can’t break higher out of this consolidation it is in and make a move 
towards the July highs, I see it at risk of filling that gap lower to the price area 
of 26.75. 
 
The dots you see under each of the candle bodies of the last 5-trading days are 
a Darknet / Alpha 9 indication a ‘S’ or Sell/Stop/Stall signal may be coming 
the way of USO. 
 
This isn’t indicating a time to sell short or buy puts.  It is simply indicating the 
current uptrend the security has experienced is at risk of at least stopping / 
stalling out at these price levels. 
 
It could just as easily continue higher out of this consolidation as well as drop. 
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GLD 
 

 
 
The clearest technical pattern on the chart of GLD is still this descending 
triangle pattern. 
 
The closing lows of today are the lowest for the week thus far, but it is not as 
low as it was in last week’s newsletter. 
 
Nothing has changed from my two time-frame perspectives.  Long-term I am 
still a believer in GLD and from an investment standpoint I don’t mind holding 
some in my long-term account(s). 
 
From a short-term options trading standpoint, I could see a reason to consider 
bearish option strategies with a break of horizontal price support at 174. 
 
A break below 174 and a hold of that break lower (meaning no bounce higher 
off a one-day break below), one could anticipate a move to a next level of price 
support lower coming in at that consolidation of trading at 170. 
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From the Desk of a CMT - Strategy Insider 
 
Before I turn this over to Clare, I just want to mention to you all (and you will 
see Clare mentions it in her educational piece) she tested positive for COVID a 
week or so ago. 
 
We are happy to report she is getting back to full health and is fired up to 
provide you this education.  Glad to have you back, Clare!!! 
 
Strategy Insider is a cool tool to check out in Searchers. I’ve had an 
opportunity to explore less-familiar areas in Tom’s Options Tools while 
(thankfully) recovering from COVID-19. This article will run a bit quickly 
through the searcher that was run on Tuesday, November 17, 2020 because 
there is really good information in the Help area of the website. 
 
Here’s how you access the tool and help pages (Searchers > Multi – Strategies 
> Strategy Insider): 

 
Figure 1: Accessing the Strategy Insider Searcher 
 
This will bring you to the main page for Strategy Insider where you can learn 
more about it in the help pages (click, “Help??”, go figure) 

 
Figure 2: Checkout the Help Page … It’s Great 
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This tool was developed to capitalize on atypical Option Volume / Open 
Interest that may suggest institutional type interest in the option. 
 
It then goes further to assess the best direction for the underlying name. It has 
a backtest feature that allows you to assess performance over a period up to 
365 days. 
 
Figure 3 displays search results for S&P 100 Optionable Stocks using a 250-
day Backtest period. 27 stocks had minimally one multi-strategy trade. Wins, 
total trades, percent wins, average win, and average loss derive the strategy 
odds. We’ll cover Odds another day, but as a general rule of thumb you want 
the value on the left side of the ratio to be greater than the right side. So, 1.2:1 
(winning $1.20 for each $1.00 at risk) is desirable while 1:1.2 (winning $1.00 
for each $1.20 at risk) is less so. 
 

 
Figure 3: Strategy Insider Results for S&P 100 Optionable on Tuesday, Nov 17, 
2020 
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Next article we’ll look at some of the strategies that were listed, but the 
remainder of this article will focus on the single multi-leg strategy generated 
on 11/17/2020 when 0 days were selected for our backtest value. This result 
was generated by leaving all default settings in place for the searcher, except 
the stock list (S&P 100 Optionable). 
 

 
Figure 4: Search results on 11/17/20, CVS Bear Put Debit Spread 
 
Note this is a spread highlighted on two lines. It includes Leg Buy (initiation) 
Date with a color-coded indication as to whether or not today’s date is after 
the initiation date. The second to last column provides a leg exit date (the plot 
thickens, timed exits are nice for our case studies). 
 
When you click on either leg, the multi-leg risk graph opens in a new tab, 
Figure 5. 

 
Figure 5: CVS Bear Put Debit Spread (Nov 27, 67 – 65 put) from Strategy 
Insider 
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Note I updated the number of contracts to 6. So, our case study rhythm is: 
 
• We search for a case study (check) 
• We manage our money by putting a reasonable amount of dollars at risk 
(check) 
• Identify our max risk ($500 for our case studies) and how we will best 
achieve it 
• Identify exit points (gains and losses) along with an end date, when 
reasonable 
 
As mentioned, I’m a little under weather, so I’m going to be extra conservative 
here by keeping our total position size below our typical max risk value 
($500). Note the breakeven level is 66.33. 
 
Figure 4 displays a Leg Sell Date of 11/27/20 for both legs, so the case study 
must be exited by that date (the day after Thanksgiving, volumes may be low 
so spreads may be a little bigger). Note this is also expiration for both 
contracts. Do not let holiday distractions impact your trading. Consider just 
tracking this on paper or exiting the day before Thanksgiving if you’re not 
dialed into the markets on Friday, 11/27. 

 
Figure 6: CVS Price Chart with Bear Put Debit Spread Risk Graph 
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Finally, in Figure 6, we see the CVS price chart and risk graph. There appears 
to be a gap created between Friday and Monday (high, 71.18) then today’s big 
gap down. Consider an exit for a loss above 71.18. In terms of the exit for a 
gain, there’s another price gap to be filled around 60 but we’re far away from 
there. The gap is from 60.08 to 60.23 so a move to 60.23 will likely drop 
further to 60.23. Consider exiting if the 60 level is reached. 
 
Be sure to run the scan on the day you review this article, there is a short 
window of time for this case study. 
 
Thanks all. Please stay safe and healthy in all respects. 
 
Regards, Clare White, CMT 
 
Thanks, Clare! 
 
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. 
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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 


