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Tom’s Weekly Newsletter August 25, 2021 

Tom is on his way up north with his family so this is Jay Harris, Options 

Strategist and Lead Support for Tom’s Traing Room filling in. 

Resident CMT (Chartered Market Technician) Clare White is providing this 

weeks education in her twice monthly ‘From the Desk of a CMT’ additions to 

the newsletter. 

For those of you new or newer to Tom’s Trading Room let me offer up what a 

CMT is and let you know Clare not only IS one, but she is a good person, friend 

of Tom and the team and a very knowledgeable market technician and we all 

stand to benefit from her education. 

What is a CMT?  (taken from www.investopedia.com) 

A chartered market technician (CMT®) is a professional technical analyst that 

holds the CMT designation organized by the CMT Association (formerly the 

MTA), a global credentialing body with nearly 50 years of service to the 

financial industry. 

Thanks for this week’s entry, Clare! 

We are eyeing a situation in the markets where we have multiple seasonal 

setups coming about that could lead to higher price action in the markets.   

Labor day – markets tend to get a bump higher 2-trading days before a 

Holiday.  Last 2, First 4 trading days of consecutive months tends to see higher 

pricing in some part because fund managers have to put the inflows of capital 

they get to work in the markets.  And last, SPY – which is the ETF we like to 

trade options on for these seasonal patterns has a 10-day Money Calendar Buy 

pattern with an end date of Sept. 7.   

Of course Fed Chair Powells speech tomorrow could pour cold water on the 

markets depending on what he says about the Fed’s plan for tapering. 

Jay Harris – filling in for Tom Gentile, C1P Chief 1-Percenter 

 

http://www.investopedia.com/
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Four Corners of the Market 
 
SPY - SPDR S&P 500 ETF Trust 
 

 
 
That’s a good question… What will the Fed say the remainder of this week 
when Fed Chair Powell offers up a speech summarizing the Fed’s standpoint 
on their deemed ‘easy monetary policy’ where they have been buying up $120 
Billion (with a ‘B) of bonds per month. 
 
Are they going to taper or not?  When are they going to start tapering (?) and 
by how much? 
 
This is going to affect the markets one way or the other. 
 
If you have been sitting on the sidelines with your money waiting to decide to 
either keep adding to your holdings or add to the number of bullish options 
positions you have OR you are waiting to see if it is time to swivel and start 
opening up bearish options trades – tomorrows Fed speech may help you 
make those decisions. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
Tom likes to educate us that there is quite often an inverse correlation 
between the trading price action of equities and bonds. 
 
When one trends higher the other tends to trade lower, (and vice versa). 
 
Equities resumed their uptrend over the past 5-traing days and bonds, as 
represented by TLT has traded down over that same past 5-trading days. 
 
I’ve drawn in a green dotted line above to highlight a possible support area for 
TLT should it continue to slide / sell off. 
 
Just like equities, the bond market is keeping its eyes and ears open for what 
decisions are going to come out of the annual symposium / meeting of Fed 
officials this week. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
An island top is a technical formation where there is a day, or a group of days 
separated by a gap on both sides of it. 
 
It usually means the run it was one is potentially coming to a stall or stop. 
 
UUP tried to break out above a 25 resistance, did so for a couple of trading 
days and failed, trading back under that resistance price. 
 
It is still maintaining the 50-day Simple Moving Average (SMA) so that may 
help it hold up in price for now. 
 
If the 50-day SMA does not hold I could see it trading down to price support 
around 24.60. 
 
Tom has said numerous times he is not a trader of UUP nor options on it as I 
see why --- it would be tough to find a put option that can make any 
substantial profit on a $0.40 move. 
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USO - United States Oil Fund, LP 
 

 
 
Tom made a recent presentation and post to his YouTube channel and here is 
a link to the video: https://www.youtube.com/watch?v=7hCUGQ_zpiI 
 
In it he says he got out of any bearish positions he had in oil. 
 
He then says he wants to get back in to some new bearish option positions 
once we get a bounce up in oil in to the high 40’s… and by oil he is using USO 
as a proxy for that. 
 
So, USO in the high 40’s and Tom is looking to get bearish again. 
 
We are at 48 and that says high 40’s to me, so keep an eye and ear out for 
upcoming news from Tom on what he is doing with options on it. 
 
There is also an overhead 50-day SMA that could be added resistance that 
further gives conviction for having a bearish perspective on USO and oil 
stocks. 
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GLD - SPDR Gold Shares 
 

 
 
I like that Tom distinguishes for us he is a long-term Gold Bug as he refers to 
himself, but then shows us a shorter-term perspective as it applies to what he 
may do as an options trader with GLD. 
 
In that recent video that I posted the link for he has a bit longer amount of 
days view on GLD (I tightened it up just a bit). 
 
He points out the Fibonacci retracement levels. 
 
As he stated and as you can see in the above chart image GLD did break above 
the 38.2% fib level that corresponds to the price of 168.23 and he is looking at 
the prospects of it continuing higher to the 50% fib level which coincides with 
the price of 170.25. 
 
If the Fed does by chance say something that doesn’t set well with market 
bulls this week, it could result in people putting more capital to work in 
deemed safe havens like bonds and gold, which could help propel GLD higher. 
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From the Desk of a CMT -  
 
Two weeks felt like a very long time ago until I checked the charts, 
divergences, non-confirmations … referenced August 3rd, and then it felt like I 
was right where I left off in the last article. I prepped for this article by 
checking the status of the charts, divergences, strength, and non-
confirmations identified in my previous post, and in the famous words of 
David Byrne, the markets appeared to be, “same as it ever was”. 
 
I am going to run through updates next, but also want to mention another step 
I took before I began clicking away on the keyboard. Since my last article 
ended with an assessment of what is for the markets by assessing trends for 
price and simple moving averages (SMAs), I wanted to use another approach 
you may want to consider. 
 
Recall that longer-term trends are considered stronger – you should 
periodically view charts that are one interval up from your preferred 
timeframe. 
 
In recent years I’m more apt to run through daily charts; however, my 
preferred timeframe for analysis is still a weekly chart. That prompted me to 
view monthly charts which are slower to respond to changing conditions, but 
they do quickly highlight long-term trend information. If you have a routine 
that focuses on a single interval, consider adding the next higher interval 
during a weekly analysis and one higher on a monthly basis. It’s another good 
way to stay grounded in what is for the markets. 
 
As mentioned, there are not a lot of changes in the chart and data observed on 
August 3rd. This week could certainly change that up with Fed speeches from 
Jackson Hole often impacting the markets. 
 
Subjective View of Trends: SPY Channel 
 
You can navigate to channels in Tom’s Trading Room as follows:  Stocks > 
Charts > Stock Charts. Figure 1 updates the 200-day chart for SPY with 50-day 
and 200-day SMAs and the Sideways Channel Test selected. The channel end 
date remains August 3rd; however, the chart date is updated to August 24th. 
The channel is represented by dashed lines from August 4th onward. 
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We still see price in an uptrend that is tracking that midpoint line, using it as 
resistance for now. 
 
The Relative Strength index (RSI) indicator appears in Figure 2 and here we 
see similar conditions. The following is noted for SPY: 
 
• The RSI oscillator peaks are diverging from price 
• RSI troughs are experiencing higher lows (new observation) 
• RSI movement remains in a bullish range (between 40 and 80) 
• Price, and the 20-day, 50-day, and 200-day SMAs are all trending 
upward 
 
Despite some oscillator divergences, SPY remains bullish. 
 

 
Figure 1: 200 Day Daily Chart for SPY with Sideways Channel Test and 50-day 
SMA (Aug 24, 2021) 
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Note that price was generally above the center channel line for the first 2/3’s 
of the chart view; however, more recently it is using that line as resistance. It’s 
also using the 50-day simple moving average (SMA) as an area of support. 
 

 
Figure 1: 200 Day RSI Chart for SPY (Aug 24, 2021) 
 
MU Pattern 
 
The Stock Chart Fibonacci setting on Stock Charts in Tom’s Tools continues to 
provide some interesting insight to MU. The progression for a potential head 
and shoulders topping pattern is as follows: 
 
• The stock dropped down below the neckline area identified at $75.37 
(the 38.2% retracement level) 
• Price moved back up into the price pattern creating a whipsaw for 
aggressive entries 
• After a 1-1/2 week rise, MU fell quickly, breaking down from the pattern 
once again 
• MU appears to be finding support at the 50% retracement level which 
may result in a test of the pattern (see article from August 3, 2021, for 
information about different entry styles) 
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Figure 3: MU Daily Chart with 50-day SMA and Stock Chart Fibonacci for 200-
days, August 24,2021 
 
It’s important to note that volume, a key component in pattern definitions, is 
not displayed on our chart. The recent decline in MU was accompanied by 
higher volume. 
 
Broad Market Conditions – Alerts 
 
Knowing divergences can remain in place for extended periods of time, it 
remains reasonable to monitor conditions for SPY, MU, and broad 
components. Here are updates from the last article: 
 
• H&S top patterns may be forming, be patient (still holds, see updates to 
list previously provided) 
• Transports non-confirmation with the industrials (old school Dow 
Theory, still holds) 
• Small cap relative weakness, post momentum divergence (added 
“relative” weakness, check) 
• Financial stock weakness (check, consider quantifying) 
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These items highlight the need for remaining diligent. 
 
Recall, we also noted some bullish conditions: 
 
• Semiconductors and technology tend to lead and are strong (remains 
true, for the most part) 
• The Fed (please hold, they advocate for the wealth effect, so this 
remains a bullish condition) 
• Price action, still bullish for broad markets and many sectors and stocks 
 
Head & Shoulder Updates 
 
Consider checking out the stocks listed below with the Stock Chart Fibonacci 
box checked. Updates are provided, and NEM was added to the list. 
 
• FXI: price broke out of the pattern and is moving towards projection  
• JPM: recent higher price for right shoulder may be nullifying pattern, 
stay tuned 
• CAT: weak H&S case given pattern 
• TTWO: right shoulder may still be forming 
• X: supply chain issues seem to have popped this stock; the pattern 
nullified 
• FCX: right shoulder still forming 
• NEM: we may have a pattern break depending on where neckline is 
drawn, right shoulder still may be forming 
 
As a final note, mining companies tend to lead price action for the underlying 
commodities they mine. Weakness in FCX and NEM may lead weakness in 
copper and gold, respectively. 
 
One approach to managing risk and trade psychology will post next week. 
Spoiler alert: if monitoring on-going divergences creates a bearish bias for 
you, consider a small, longer-term protective put, if appropriate. This may 
help you stay focused on your successful strategies. 
Regards, Clare White, CMT 
 
Thanks for taking the time to read this over! 
Jay C. Harris 
Options Strategist and Lead Support Tom’s Trading Room, LLC 
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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. 


