Tom’s Weekly Newsletter August 18, 2021
Don’t look now, but we have a bit of a sell off going on.
The Dow has traded lower over the past 2 trading days.
The NASDAQ has closed lower three trading days in a row.

Financial news networks always seem to feel the need to blame or pin the
cause for any market move in any direction on SOMETHING.
I will not say definitively the prospects of the Fed tapering sooner than
anticipated or the increase in global COVID cases being reported have
anything to do with the batch of weaker prices seen recently, because these
concerns have been out there longer than that and new highs were still being
had. But now that there is a bit of selling its now easy to peg those concerns
as the reason now.
Or, maybe investors are coming more to the realization the ‘easy money’ from
the Fed IS going to run out eventually and maybe it IS a good idea to take
some money off the table in equities and move them to another area of the
market (Bonds? Gold?).
Monitor your open positions and make the best decision for your portfolio and
either scale back the amount you put into each new trade and / or start to add
in some bearish trades to start balancing your bullish and bearish positions.
Tom Gentile
C1P Chief 1-Percenter
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Four Corners of the Market
SPY - SPDR S&P 500 ETF Trust

This technical pattern will never get old to me.
$440 was a price resistance at the end of July/start of August.
It broke out above that and continued to all-time highs.
The last two days the markets sold off a bit and it is now trading just under
$440, which may become a new support.
If this price holds and bounces or trades higher over a longer time frame it
will once again prove how viable a trading pattern setup Old resistance
becoming New support (and its opposite pattern) is.
The next level support I see should SPY trade lower than this support is the
50-day Simple Moving Average (SMA).
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TLT - iShares 20+ Year Treasury Bond ETF

Granted the uptrend in TLT was broken last week, TLT did find a support in
the short-term and has bounced to its current price.
The day after last weeks’ newsletter saw TLT establish support a the 50-day
Simple Moving Average (SMA). This also coincided with a previous pivot
point high (from back in June) that acted like a new support.
From a technical standpoint one possible idea for a price target higher is the
ascending support line (which would then act as a new resistance point).
I would say TLT might fill the downside gap, but you all can see on an intraday
a few trading days ago it already happened,
It looks close to a 1:1 Risk vs. Reward perspective on the stock if you also
assess the most recent pivot low at 146 as a technical stop.
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UUP - Invesco DB US Dollar Index Bullish Fund

I lowered the resistance perspective from what I showed last week in that I
am highlighting a shorter time frame horizontal resistance (a hair under $25).
On a closing bases one can says this technically has broken out, (closed above
the horizontal resistance).
I’ve also drawn in an ascending support. The solid green line is a shorter-term
support line, and the dashed green line is the ascending support line extended
out to the May lows.
The way things tend to work on an ascending triangle patterns is you take the
widest width of the pattern; in this case the horizontal resistance to either
ascending support low you wish to use and then calculate the price difference
of those two points.
You than add on that number/price distance amount and add that (in the case
of a bullish triangle pattern) to the breakout price. That sets a price target.
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USO - United States Oil Fund, LP

Price broke the 50-day and 100-day SMA, which may see USO trade to the
200-day SMA.
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GLD - SPDR Gold Shares

Here is a case where Darknet has been successful in pointing out upward price
moves in this security not once, but twice now.
My green arrows highlight similar price move amounts for GLD off the
Darknet B (and R) signals.
The first move on the left could be looked at as a 7-point move, which may
mean a possible additional point move on this second move. That would take
GLD up to the overhead 50-day SMA resistance. This would also coincide with
a fill of the downside gap from 168.
This may lead to an end to the bullish move. Remember and S signal, which
may happen soon at the additional point higher, does not mean a sell – it
means the run up may at least stop for a moment.
This move may continue higher if investors feel it is best to rotate out of
equities and in to Gold.
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Case Study
I was in a series of presentations for groups of subscribers and pointed out a
Sell naked put trade idea on Amazon.com, Inc. (AMZN).
The trade setup I highlighted was sell 1 contract of the AMZN Sept. 3, of 2021
strike price of $3,000.
The concern for some is the max risk of close to $300,000 was too high so I
reached out to Jay to see if we had a different case study we could highlight in
this week’s newsletter without having that much capital tied up / at risk.
He pointed out the Darknet pattern one of our students/subscribers asked
about before he could even show it in his Live Trade session on Cognex
Corporation (CGNX).
The rationale for even considering this was three fold.
It was a Darknet Buy signal recently. It had a bullish candle reversal pattern
(Bullish Kicker). And it was testing and slightly bouncing from the 50%
retracement level (from a Fibonacci perspective).
Here are the visuals.

When you click on the Trade Type Displayed window and select Bull Candle
Reversal Call Option Trades it brings up a list with a look back of the past 4
days.
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The reason it does that is to pick up any three day candle patterns that formed
recently.

We don’t trade the Proshares ETF’s (not enough trading history with those).
We are looking at the CGNX 2021 Sep 17 $80 Call. The tools show the closing
price at $4.90 per contract.
It has a 6.96% to double and options slippage less than 1%.
It formed a Bullish Kicker pattern.
It also has retraced to the 50% level on the Fibonacci retracement chart
available through the tools; (Hover over the Stocks Tab, hover over Charts line
item and click the Tom’s Auto Fibs line item and it will take you to a Fib chart
defaulted to 150 days.
Change the number of days to 90 and you will get the Fib retracement tool
view on the chart.
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The three things working for this trade idea is 1) Darknet Buy, 2) Bullish
Candle Reversal signal and 3) Fib retracement support.
Remember we don’t recommend trades, nor front run. Jay and the students
paper traded the call option from the Darknet scan and also priced out a 2021
Sept 17 $80/$85 Call Debit Spread to at least track in the tools (not actual
trades).
This is education on how to find a technical pattern setup for a potential stock
price move and then how to find option trade ideas on it. Talk with your
financial professional for the suitability for your account.
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.
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