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Tom’s Weekly Newsletter August 04, 2021 

They say the markets climb a wall of worry. 

That may be true and we may see continued higher prices from here. 

The thing is though, they climb a wall of worry until news comes out that what 

they were worried about was a legit cause for worry. 

ADP released a private sector jobs report, which showed a gain of 330,000 

jobs for July.  This is well short of the consensus estimate of 653,000. The 

official jobs report will be released on Friday. 

Earnings are still coming in strong overall, but now it seems investors fear the 

reopening trade is not going to be as strong as they hoped.  I still contend we 

have to be mindful of a sell the news situation, where yeah, earnings are 

strong, but that news is over therefor that trade is over and profit taking 

might be what investors decide to do. 

One stock that bucked the downtrend today was Robin Hood Markets, Inc. 

(HOOD).  It was up over 50% today and is up 100% for the week with no real 

news as to why.  I point this out not to say get in or stay away – but to say 

make sure you understand your risk before making your decision. 

 

Tom Gentile 

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

 
 
One can get a bit spooked when you look at today’s price action in the vacuum 
of a one-day perspective. 
 
If you look at the Dow being down 300+ points that may seem like a terrible 
thing.  But there is more to the Dow than just its 30 stocks. 
 
The barometer index that investors seem to hang their hat more on these days 
is the S&P500.  Factor in those stock in that index that are also NASDAQ 
stocks, and you look at the fact the NASDAQ held up today and you can see 
why the SPY (the ETF for and what I use to gauge the S&P500) basically 
traded flat today. 
 
There are still more companies due to report earnings.  Overall, eps 
announcements are coming in better than analysts expectations for them and 
revenues.  This may carry the day for higher prices or people sell the news. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
There are times where Bonds and Stocks do correlate better than normal.  In 
fact, much of the time they inversely correlate. 
 
TLT has been trading higher all the while the equities market (SPY) has been 
trading pretty flat. 
 
TLT is trading at or touched where the previous closing price peak happened 
13-trading days ago. 
 
The trend over this number of days range in the image above is up. 
 
I have the green arrow drawn in to a) show the trend and b) assess there is an 
ascending support line because of the price action. 
 
Should a pullback happen in TLT, as long as the price holds above that 
ascending support line the trend should remain intact. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
As noted in the image above, UUP broke down through a support at the price 
of 24.80. 
 
It hasn’t traded down in too dramatic a fashion just yet. 
 
It may not as the subsequent days are trading just under / at that support 
with most of the days at least being bullish reversal days, (closing higher than 
its open price). 
 
I have the two previous peak highlighted with a small green dash. 
 
I would point out that’s a reverse Adam and Eve Top (Eve and Adam) but even 
though the left peak (Eve) is lower than the one on the right (Adam) that left 
peak is not as rounded as the Eve formation usually has. 
 
None the less UUP has broken support and until it trades back above that old 
support line this looks like new resistance. 
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USO - United States Oil Fund, LP 
 

 
 
You know I am a pattern trader.  I study patterns and see what securities do a 
majority of the time and base my option trades off finding these consistently 
repeating patterns. 
 
What I am referencing here is the Seasonally Bullish Pattern in Energy and Oil. 
 
For a number of years, I have written a special report on this pattern and in 
that I write what I have found and that is the pattern usually goes from mid-
Feb to mid-July. 
 
It doesn’t mean the energy and oil markets will always trade down after the 
date range/run, nor do I feel that speaks for Energy and oil won’t trade higher 
by the end of that year. 
 
It is just that it tends to run higher over that time frame. 
I still get impressed though, when patterns play out and you can see that 
USO’s bullish run lasted until mid-July and pulled back.  My trading range is in 
the above image. 
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GLD - SPDR Gold Shares 
 

 
 
If you have been reading my Newsletter and watching me in any live sessions 
online, you know I am a long-term Gold bug.  Meaning from an investment 
perspective I am long gold. 
 
From a short-term options trading perspective, right now I don’t see an ideal 
setup for a trade on GLD right now. 
 
The downside gap from 171 t0 167 has been filled. 
 
The Darknet B and R signals indicated an upside move was possible and sure 
enough it happened.  Note the S signal at the fill of the starting point of the gap 
(doesn’t always work out that pretty but cool when it does). 
 
The bearish reversal day today has me leaning towards a bearish expectation, 
but if GLD holds 168 it may start trading in a sideways manner creating a 
range of 168 support and 171 resistance. 
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From the Desk of a CMT - MU Break Fake and Market Momentum 
 
The primary stock covered in the Head & Shoulders (H&S) pattern discussion 
had a single day close below the neckline level (a Fibonacci value) of 75.37 on 
the day the article was written but a close above that level one the day the 
article posted. 
 
Today, MU was a top performer closing at 80.86, firmly back in the potential 
pattern. More importantly, increased volume accompanied an up move in the 
stock for the first time since late June, so this is a point where we could see the 
(complex) H&S pattern being negated. 
 
That said, MU can have a blow-off peak followed by a drop on similar volume, 
so stay tuned. 
 
Note these entry strategies from last week that can provide conservative to 
aggressive approaches to entries when price breaks out of a pattern. These 
can help confirm a true break but may also result in missing a move. There are 
always trade-off in the markets. 
 
Entry Strategies 
 
3% Filter: Given the size of the projected move and the need to confirm a valid 
break from the pattern, many traders will use a filter or minimum move away 
from the pattern to enter a position. 
 
This is a more conservative approach then entering a position on the day 
following a break. It would prevent someone from entering a position on July 
20th, one day after a slight close below our neckline. 
 
Time Filter: Rather than requiring price to move certain distance from the 
pattern (%), some traders wait for confirmation by requiring multiple closes 
below the neckline (2 or 3). 
 
Again, this is a conservative approach to the pattern. This article posts 
Wednesday, 7/28/2021 which has the potential to be the 2nd close below the 
neckline. 
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Retest neckline: A third conservative approach which may not materialize is 
to wait for price to return to the neckline to test the pattern break. 
 
Volume should be decreasing with the move to the neckline, and you may 
want to consider additional technical tools to assess the likelihood of 
resistance holding. 
 
No Filter: As an aggressive approach, a trader may enter a position on the day 
following a pattern break. A return of price into the pattern would require a 
quick exit. The one benefit is it should be a small loss given proximity to the 
neckline. 
 
 
Last Week’s Question: Are We Approaching a Market Top? 
 
As I ran through my stock list today in anticipation of this article, the 
continued highs the S&P 500 even has me saying, “what is it that possibly 
suggests a top?” 
 
There are a few causes for concern but the question to always ask: what is for 
the markets?  
 
The biggest thing that strikes me for SPY, a well correlated ETF for the S&P 
500, is that its bullish momentum seems to be waning. Now this could be 
summer doldrums (do the algos seek Hamptons bandwidth?) or maybe 
reduced convicted with the widely discussed Jackson Hole meeting ahead.  
 
I have a long-term trend line drawn on my SPY chart and it seems the ETF is 
falling away from it. 
 
That’s what prompted me to look at momentum indicators a bit more and it 
seems we have some divergences underway. Remember, an indicator can 
diverge from price for extended time periods. 
 
This condition is usually an alert not a signal. 
 
Rather than using a subjective trendline, let’s look at a channel from Tom’s 
Trading Room. Navigating as follows:  Stocks > Charts > Stock Charts, take a 
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look at a 200-day chart with the Sideways Channel Test selected. Figure 1 
displays the daily chart as of Tuesday, August 3,2021. 
 

 
Figure 1: 200 Day Daily Chart for SPY with Sideways Channel Test and 50-day 
SMA (Aug 3, 2021) 
 
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 
is also using the 50-day simple moving average (SMA) as an area of support. 
 
Removing the channel lines and adding the RSI indicator to the chart, the 
divergence since April becomes pretty clear. 
 
I’m not used to seeing the overbought/oversold regions filled in, but you can 
see how nicely it delineates what’s happening on a relative peak basis. It 
makes the divergence more apparent. 
 
Before moving on to the chart – this is a good time to provide a reminder 
about RSI ranges (courtesy of Andrew Cardwell): 
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• RSI is currently travelling between 40 and 80, which is a bullish range 
• RSI movement between 40 and 60 would be suggestive of a market in 
transition  
• A drop below the 40 level and movement between 20 and 60 is a 
bearish RSI range. 

 
Figure 2: 200 Day Daily Chart for SPY with Sideways Channel Test and 50-day 
SMA (Aug 3, 2021) 
 
It’s fair to say this momentum tool, like others, is sending a bit of an alert 
about the current uptrend. 
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Other quick considerations of broad market conditions that may be sending 
alerts: 
 
• H&S patterns previously discussed, be patient 
• Transports non-confirmation with the industrials (old school Dow 
Theory) 
• Small cap weakness, post momentum divergence 
• Financial stock weakness 
 
Not so fast, others remain bullish: 
 
• Semiconductors and technology tend to lead and are strong 
• The Fed 
• Price action 
 
Another very useful objective tool is the simple moving average (SMA). The 
direction and relative position for price and multiple SMAs paint a useful 
picture, with the trend of the SMA providing a more objective assessment of 
trend for that time interval (short-, intermediate-, or long-term). 
 
And now for, what is for the markets? This question always matters. 
 
• Price is trending upward for SPY  
• Price is above its upward trending 20-day SMA (short-term bullish),  
• Which is above the upward trending 50-day SMA (intermediate term 
bullish),  
• Which is above the upward trending 200-day SMA (long-term bullish).  
 
Although these are lagging indicators, this is the most bullish set-up you can 
have for a stock/ETF.   
 
Momentum matters too but wait for price action to give you the appropriate 
indication of potential changing conditions. With the next article a couple of 
weeks off, consider monitoring the trend for your shortest-term SMA 
(whatever value is appropriate for your trading, i.e., 20-day, 2 hours, …) and 
its position relative to the next longer one you track. Changing trend or a 
crossover may provide the patience needed if your momentum indicators are 
providing alerts.    Regards, Clare White, CMT 
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Thank you, 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. 
 
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. 


