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Tom’s Weekly Newsletter June 09, 2021 

 

Watching the markets over the past two weeks has been about as exciting as 

watching paint dry.  The SPY has been stuck at or around the 420 price 

(equivalent 4200 on S&P500). 

 

Calendar or Time Spreads are an option strategy one can consider when the 

markets or any security you are watching goes in to a range bound or 

sideways trading pattern. 

Otherwise, one can just hang out on the sidelines with their long-term 

holdings and wait for a directional move to happen with a bit more ferocity. 

One other thing to consider is search up which sectors are showing either 

strength or weakness over the past month as I showed in the cover page of 

this newsletter last week. 

Tom Gentile 

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

 
One technical pattern is a triangle (whether they be ascending, descending or 
symmetrical) one thing to assess is when it break out of the triangle. 
 
The anticipation from that point is the security moves the widest width of the 
triangle in the direction of the break. 
 
Some consider straddles or strangles at these points of consolidation, but we 
like to have something like an earnings report to act as a potential catalyst for 
a directional move.  Whichever direction on an options strategy like that is not 
important.  What is important is the security moves enough to cover the cost 
and get profitable. 
 
One news item that might cause a move ether way is the Labor Departments 
reporting on the consumer price index tomorrow. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
Though the markets haven’t rolled over in as pronounced a manor as we are 
seeing a ramping higher in bonds going on, we can see TLT has broken out 
above an overhead resistance price of 140. 
 
That overhead had been in place since March. 
 
We can see the slightly higher lows that have happened over those months 
and price action is finally resolving itself to the upside for now. 
 
It would not surprise me to see TLT maybe settle back in price to where that 
old resistance of 140 becomes a new support area. 
 
The thing with all of this is, it signals prices in equities are at risk of rolling 
over if this bullishness in bonds continues. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
I’ve said it before, and I will reiterate it again.  I am not assessing what’s going 
on technically with the chart on UUP so I can then set up and execute any 
options trades. 
 
I gauge the UUP from the standpoint what is good for UUP may not be that 
good for equities and vice versa. 
 
A support has been in place at 24.10 since close to mid-May. 
 
Price action today was a strong day in that it was a bullish reversal day, it was 
a wider range day and it closed at or near its high of the day. 
 
Any bullish (or bearish) move needs follow through to confirm future 
direction and that is true here.  There is a descending resistance UUP has to 
contend with. 
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USO - United States Oil Fund, LP 
 

 
 
USO (meaning oil) is the strongest corner of the market I chart to assess 
overall directional sentiment as well as find where money is being put to work 
most. 
 
This may be the sector holding up equities and keeping it from selling off any 
more than if oil wasn’t as strong. 
 
USP broke out of an ascending channel I have highlighted above, and the 
resistance of that channel can now be, (as I see it), be monitored as new 
support. 
 
As long as USO continues to maintain that new support I would anticipate USO 
higher.  This is not a prediction or me saying what WILL happen, but I could 
see a price target of 50 on USO as not unreasonable. 
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GLD - SPDR Gold Shares 
 

 
 
Gold, represented by this ETF GLD, has been a very strong corner of the 
market, maybe even as strong as oil (USO). 
 
Where the chart on USO shows strength as the continued direction for oil, the 
chart on GLD looks like the trend upward isn’t as strong and may at least stall 
for right now. 
 
There was a pretty sharp gap down 5-trading days ago.  This was followed up 
the next trading day with a gap up.  Not enough to fill the downside gap, but a 
gap higher none the less. 
 
The last 3-trading days traded sideways, and the question now is will GLD fill 
the gap higher or lower.  I don’t see much of a catalyst upcoming to warrant a 
straddle so I will wait and see which way it breaks from this tiny period of 
consolidation. 
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From the Desk of a CMT - Fibonacci Levels 
 
As noted last week, it’s not uncommon for stocks in the same industry to have 
charts with similar patterns. This was seen when viewing Tom’s Auto 
Fibonacci Levels in Tom’s Tools.  
 
Tom’s Auto Fibonacci Levels 
 
You can navigate to this tool as follows: Stocks > Charts > Tom’s Auto Fibs 
 
I selected the S&P 500 Optionable for the Stock List search and default 
settings for the other fields. As always, it’s best to leave the defaults in place 
unless you have a specific reason for making a change. I should add, there are 
certainly plenty of reasons to make a change or the field would be fixed. Just 
be thoughtful with your approach.   
 

 
Figure 1: Tom’s Auto Fibs Run on the S&P 500 Optionable Stocks on 6/8/21 
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This week airlines and energy stocks are in a bullish mode, financials are 
generally neutral, and semiconductor and pharmaceuticals are bearish. 
Semiconductor shortages have been in the news a bit, so let’s take a look at 
Micron (MU), the last stock in the list (Figure 2). 
 

 
Figure 2: MU Daily Chart with Tom’s Auto Fibonacci Levels 
 
I wanted to keep the disclaimer information – it seemed like a great 
opportunity to recognize the parties that keep the website running so well. 
 
Tuesday was a strong down day for MU and these types of declines are not 
unprecedented in the last few months. 
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It could set the stage for a few more down days which adds a little challenge to 
the set-up. Assuming a bearish trend continues, this case study will try to 
capture a move to the 50% level ($72.65) once the 38.2% level (78.06) is 
breached. There is no guarantee this will happen, but entry below the 38.2% 
level once again provides a low-risk opportunity. 
 
The remainder of this article provides a case study roadmap if MU continues a 
bearish move and breaks the 38.2% Fibonacci level. It’s possible that such 
price action occurs after this article posts, so be clear with your money and 
risk management by establishing clear entry and exit levels and/or timing. 
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Figure 3 above: Daily Chart for MU with 50-day and 200-day SMAs, RSI, and 
Volume Bars (6/8/2021) 
 
Note the following: 
 
• The Fibonacci levels are slightly different (the 100% level is lower) and 
that’s okay. Figure 3 levels will be used for this case study (38.2%: 75.37, 
50%: 69.13) 
• Earnings will be released in 22 days, so be aware of implied volatility 
(IV) spikes and crushes around this time, particularly for near-term options.  
• The 50-day simple moving average (SMA) has served as both support 
and resistance in the past, so watch for resistance at this area if MU bounces.  
• RSI is confirming the bearish action. 
 
Figure 4 displays the 7-30 day at-the-money (ATM) IV charts which do show a 
climbing IV about 3 weeks prior to earnings and a strong drop afterwards. For 
this reason, this article won’t target relatively high or low IV since it’s in flux. 
One objective way to analyze relative IV levels is to note where the data line is 
compared to SMAs that are also displayed on the chart.  
 
In the display below, we can objectively say 7-30 day ATM IV is relatively low 
on an intermediate-term and long-term basis with the line below both the 50-
say and 200-day SMA. Keep in mind low IV can move lower and vice versa. 

 
Figure 4: 7-30 day ATM IV Chart for MU (6/8/2021) 



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

After noting price and IV levels, consider using the Smart Search tool to find 
opportunities that match conditions. 
 
Searchers > Multi-Strategies > Smart Search  
Case Study Entry – MU Bearish option 
 
• Identify a bearish MU option trade consistent with IV conditions the day 
after MU closes below the 38.2% retracement level of $75.37 (consider using 
the Smart Search) 
• Use money management rules that represent an appropriate portion of 
your portfolio (strategy, stock, sector) 
• Identify your exit rules (price, time, and max risk) prior to entering the 
order 
 
 
Case Study Exit Rules – MU Bearish option 
 
• Exit position for an expected gain if MU reaches the 50% Fib level 
($69.13). The round number of $70 can serve as an alternate exit price 
• Exit position for an expected loss if MU has two closes above $75.37 
• Exit the position 30 days prior to expiration if time decay is beginning to 
accelerate if it is long premium  
• Manage loss to a maximum of $500 (our max risk for these articles) 
 
 
I hope the rhythm of past case studies makes this less specific one still pave 
the way for opportunities for you. There are some interesting set-ups that 
may be taking hold, including some price patterns. Consider viewing weekly 
line charts to detect patterns more readily. 
 
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. 
 
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. 


