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Tom’s Weekly Newsletter December 16, 2020 

The Fed went from saying bond purchases would continue in “coming 

months” to now being a situation they will buy until it sees “substantial 

progress”.  The markets were down on the day prior to this talk, dipped a bit 

further, but eventually went higher to where the NASDAQ closed at all-time 

highs, the S&P500 getting close with the Dow lagging the other two. 
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Four Corners of the Market 
 
SPY 

 
 
The bearish engulfing pattern was the top. 
 
SPY slid back only a little bit, (to old resistance, establish a new support). 
 
Today, was day in which the big three indeces were trading lower.  When the 
Fed Chairman said what he wanted to say, which was that until the Fed saw 
substantial progress in the economy they will continue to buy bonds. 
 
This didn’t send the markets ramping extremely high, but they did pull off 
their lows. 
 
SPY is close, very close, to setting all-time closing highs. 
 
As I see it, as long as there is no disruptive news coming out of left-field and 
surprising the markets, this slow, seasonally lower volume climb should 
continue. 
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TLT 
 

 
 
Another thing besides no negative news happening being good for the equities 
markets, this consolidating in bonds could also help the equities markets 
trade higher. 
 
It is easier to see the inverse relationship between equities and bonds when 
they do actually trade in that manner. 
 
But, when bonds consolidate like it is doing now in the middle of this 
descending trend channel, it means investors aren’t necessarily putting a lot 
of money to work in bonds. 
 
Which could mean they are likely putting their money more to work in stocks. 
 
TLT is off its double bottom support and pinching in formation which means it 
should break one way or the other soon.  What will be the catalyst?  Hard to 
say, but from a technical standpoint if it takes out the support bullish for 
stocks and if it break above resistance bearish for stocks. 
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UUP 
 

 
 
The price action I said seemed like consolidation actually turned into 
continuation, meaning the slide that has been in place for months (not just 
since June, but March of this year), is still happening. 
 
I could see UUP sliding down to 24. 
 
That is not much of a price move that one can make substantial money off of 
with a trade, (security or option), but it is a lower move none the less. 
 
The thing with the US Dollar getting cheaper it could continue to boost the US 
economy. 
 
 As I see it, as long as things are good for the US economy, that means the 
markets are likely to continue higher. 
 
Eventually a declining dollar will bring inflationary concerns. 
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USO 
 

 
 
The chart on USO shows how oil is defying all ‘Seasonal’ logic in that this is 
typically a time of year oil isn’t as bearish as in earlier parts of the year. 
 
Yet here we see USO skyrocketing to 9-month highs. 
 
If USO is to see some profit taking, (nothing I read indicates there should be a 
sell off based on any bearish news), a retracement to fill in the gap around the 
31.50 price or even a test of old resistance at 31 is possible. 
 
The relationship of the U.S. Dollar to oil is one to pay attention to. 
 
As the U.S. Dollar continues its decline it could propel oil prices higher. 
 
If the U.S. Dollar gets any kind of a bounce higher that could be one thing that 
at least causes a pause in the uphill price action we have seen of the late 
October, early November lows. 
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GLD 
 

 
 
 
The previous, old support price of 174 looked like it had a chance at becoming 
new resistance over the past two trading weeks. 
 
GLD closed above that price today. 
 
This may mean GLD will trade higher.  What could also happen is it has a false 
day breakout and trade right back under 174 in the coming days. 
 
Aggressive traders may take a trade right now based on a one-day close above 
and old support anticipating it breaking out further to the upside on the price 
action. 
 
A more conservative trader waits a day or two more waiting to see if GLD in 
this case closes above this price on the extra days. 
 
The investor in me says I am long-term bullish on GLD, so I am not so worried 
about timing the GLD market. 
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From the Desk of a CMT, (Money) Holiday Cheer 
 
I have quite a bit of navigation through Tom’s Tools today and hope the 
descriptions and hints provided are not too compressed to track the logic. 
 
Navigation information is provided before each figure to help you work 
through the steps so you can “fish” for something else if you’d like. 
 
From the home screen, select Money Calendar in Complete Trader 
 

 
Figure 1: Money Calendar with a Focus on Thursday, 12/17/2020 
 
A Christmas rally and bullishness in January are seasonal themes for the stock 
market. It’s what we “expect”. 
 
In statistical terms, that means on average it occurs. So, if we calculated 
average returns, it would be positive. 
 
There are no guarantees, there can be down years in expected results that are 
bullish. 
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Select December 17, the morning after this article posts 
 

 
Figure 2: 25 Day Duration for CTSH … This will Be the Basis of Our Brackets 
 
I have to view the chart too, it’s just what I do. Figure 3 includes CTSH with 
simple moving averages (SMA’s, 20-day and 50-day), Volume, and MACD 
(default settings, 13, 26). 
 
Stocks > Charts > Stock Charts 
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All three images above constitute 
Figure 3: CTSH Daily Stock Chart with Volume & MACD (13, 26) 
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MACD is not very bullish right now, but we will follow seasonality. 
 
Money Holidays button accessed through home screen or Money Calendar 
screen 

 
Figure 4: Money Holiday for CTSH (10 days before, 20 days after) 
 
Click the accuracy column twice to re-sort the data. 

 
Figure 5: Re-sort Money Holiday Results by Accuracy 
 
Select the line to see result detail by year: 

 
Figure 6: Select the 5-20 Day Combination, Weakest Result (Enter 2019, Exit 
2020) 
 
2020 – 2021 Dates:  Entry: Fri, Dec 18, 2020 / Exit: Tue, Jan 26, 2021  
We see results for 2020 because that is when the 2019 25-day time period 
ended. 
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Think about the Money Calendar results for CTSH and the settings for Money 
Holidays … is the underlying information different? It isn’t.  I just prefer seeing 
the results the way Money Holidays is pulling it. We’re looking at the same 25-
day period for the underlying stock. There aren’t two different tools giving a 
bullish indication. 
 
Next up we want to have a sense of the implied volatility (IV) environment for 
CTSH. Navigation starts at “Options” in the men bar. 
 
Options > Charts > IV Charts with 30-60 day IV selected 

 
Figure 7: CSTH 30-60-day IV Chart 
 
Select a few different IV intervals to get a clearer view of IV over different time 
frames. 
 
The seasonality tools we used provided us with price information for the 
underlying stock only. 
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We need to minimize the impact of IV in any option strategy. That can be 
accomplished with in-the-money (ITM) options or ones that are further out in 
time. 
 
Since it is a bullish strategy with low IV on 12/15/20 when this is being 
assessed, this case study will use a long call strategy. 
 
The >90-day IV was similarly below its 20-day SMA but at 22% of its 1-year 
range. Again, look at different IV periods and alter the number of lookback 
days. Also note if earnings for the underlying creates any kind of pattern in IV 
as the day approaches or immediately after. 
 
This case study will check CTSH option chains to assess open interest and IV 
for ITM options and those with a longer time to expiration. 
 
Options > Option Chains 
 

 
Figure 8: Expirations > Exit Date with Strikes Up to 15% Away from CTSH’s 
Current Price 
 
Higher open interest will help us with less slippage (bid-ask spread) for the 
options. The case study selection assessed higher open interest (OI) for ITM 
options. 
 
The Jan 29 series may be newer since there were no ITM options with 
reasonable OI. Figure 9 displays ITM calls for March 19, 2021. 
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Figure 9: March 19, 2021 CTH IT Call Options on 12/15/2020 
 
The Mar 19, 2021 75 strike call will be used for this case study. The strike 
mid-point on 12/1/5/20 is $8.20, $5.53 of which is ITM. 
 
With 94 days to expiration and the contract ITM by more than 5%, this option 
is more expensive than the typical case study. 
 
So, from a money management standpoint it may represent a greater percent 
of your trading portfolio depending upon the number of contracts used. 
 
Think about your strategy diversification when assessing the number of 
contracts to use if this case study suits your style. As always, you must know 
how you will manage your risk before entry. 
 
If your allocation is a little higher is it reasonable to reduce your risk? 
 
Is there a strategy that will better suit your style or money management 
requirements? 
 
Consider these things when you review case studies. 
 
Enter the number of contracts in the Trade Num box for each leg of the 
strategy you wish to review, in this case 2 CTSH Mar 19 75 Calls. Place a “-” in 
the box if you wish to create a short leg. 
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Figure 10: Case Study & Risk Graph Data for CTSH Mar 19 75 Call (12/15/20) 
 
At an entry of $1,640 ($8.20 for 2 contracts, without commissions or 
slippage), our $500 max risk can be calculated a couple of different ways: 
 
1. $500 / (2 x 100) = $2.50 
$8.20 – 2.50 = $5.70 
 
2. $1,640 – 500 = $1,140 
$1,150 / (2 x 100) = $5.70  
 
At $5.70 per contract the max loss is reached so the risk managed exit targets 
this value. I mentioned MACD with the price chart and also noted that CTSH 
can move sideways a bit, oscillating around the 50-day SMA. 
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It’s not good for a long premium, bullish strategy to experience such 
movement, so a move below the 50-day SMA is also provided as an exit 
parameter. The last exit rule uses the timed exit provided by the Money 
Holidays scan. 
 
Three different exit points: 
 
• Max Loss at $500, or 5.70 per contract for 2 contracts1 
• Exit if price closes below the 50-day SMA2 
• Timed exit near the close on Tue, Jan 26 
 
1 Remember that stop loss orders work differently for options than stocks.  
 
2 Yikes, two notes. If you want to be less conservative, consider an exit after 
two closes below the 50-day SMA. Both the 1-day and 2-day rule are referred 
to as trading filters. 
 
 
The term max loss is a bit of a misnomer in options trading because it’s 
difficult to achieve an exit at an exact price for most options because they have 
wider bid-ask spreads along with the potential for overnight gaps. Make the 
adjustments you need to make if $500 is a hard risk point for you. Have a plan 
that prominently features money management and risk management, and, 
over time you will develop skills to best manage risk in a manner that suits 
your style.  
 
 
I was humbled by the prayers that came my way last month while I was sick. I 
was so fortunate to have mild symptoms with extreme tiredness and am 
100% again. Thanks all.  
 
May joy find you this holiday season.  
 
 
Regards, Clare White, CMT 
 
Awesome, Clare -Thanks! 
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. 
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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 


