Tom’s Weekly Newsletter October 20, 2021
Earnings season is going strong so far.

According to Refinitiv, one of the world’s largest providers of financial
markets data, approximately 70 S&P 500 companies have reported results
and so far, 86% of them posted earnings that beat analysts’ expectations.
You know when I get together with you all I review not only the different
corners of the market, but I also analyze the charts on the FANG stocks and
Tesla, Inc. (TSLA). I will also be keeping my eye on the earnings coming out
from them all within the next 10 days.
As of now only Netflix, Inc. (NFLX) and Tesla, Inc. (TSLA) reported and both of
them posted earnings beat.
Now that earnings are out of the way on these two, I will look at my scans and
see if either or both come up on any scans. Some I may already have positions
in, and others I may wait until the rest of the FANG stocks report before
initiating any new options trades.
Tom Gentile
C1P: Chief 1-Percenter
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Four Corners of the Market
SPY - SPDR S&P 500 ETF Trust:

Keeping and eye on Fib retracement levels for potential future support.
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TLT - iShares 20+ Year Treasury Bond ETF:

TLT went from one sideways range to one a bit lower where the support of
the upper box range is now resistance of the lower box range.
Remember, when a security breaks out of a box range a technical view is one
can look for a move in the direction of the break in that direction.
The upper box range is 6-points and since it broke support out of the box
range one can look for a move down 8-points from the break price or in this
case 6-points lower than 146.
That would make for a target to the downside of 140.
If the support on the new, lower box range doesn’t hold it may have a bit more
downside left in it before it finds support.
Otherwise, there is a 4-point sideways range / channel one can look at trading
between.
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UUP - Invesco DB US Dollar Index Bullish Fund

UUP is an ETF that tracks the US Dollar against a basket of the world’s six
major currencies.
It isn’t a tradeable security for me, either as a security itself or options on it.
It is an ETF I pay attention to so as to gauge the potential strength in equities
as this tends to trade inverse to them – what is good for UUP may not be so
good for equities and vice versa.
I also see an inverse relationship at times between UUP and Gold. When the
dollar is strong, Gold tends to get lower in price… and by gold I am usually
talking about the ETF GLD.
I may not trade UUP or options on it, but if I gauge a direction on equities or
GLD based on my directional assessment on UUP I can look at options on
those.
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USO - United States Oil Fund, LP

The bulls in USO just keep on eating!
This ETF is pushing to multi-month highs as I type, having done so again
today.
I don’t know if this is the ultimate short sale covering trade or not. I don’t
think so as maybe that had something to do with this bullish action early in
the run from the Augusts lows, but there seems to be much more to this run
than that.
And as you have heard me say in live online webinars and sessions with you, I
missed this run.
I keep looking for a pull back, having placed a Fib retracement look on this
chart in last week’s newsletter, but right now this thing hasn’t given any
indication that it is going to pull back any time soon.
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GLD - SPDR Gold Shares

Up until the last couple of weeks GLD was trading in a box (sideways) range
trading 162 as a support and 172 as a resistance.
Since this last leg up from the 162 low did not trade up to 172 resistance of
that box range and instead stalled out at 168, I am seeing this as a situation
where a lower high formed.
I have drawn in with the green, dotted ascending support line showing higher
lows.
This (the green, dotted lines) is now a triangle pattern.
A break above resistance of the triangle or below support of the triangle I
would look for a price move of 10-points (widest width of the triangle) in the
direction of the break, from the price point of that break.
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From the Desk of a CMT - Crypto and Gold
Although I’m curious about crypto as an asset class and how the addition of
these securities into portfolio management will play out, crypto and gold are
actually two unrelated topics tonight.
It’s funny, my need to finally dig into crypto quite a bit more makes me think
about the story of Joe Kennedy exiting the stock market before the 1927 crash
because he received a stock tip from a shoeshine person. I’m not expecting
anything quite so dramatic.
Crypto
My goal is to explore crypto tools on tomsoptiontools.com while also giving a
little more background on some of the crypto that may appear in scans.
I hope it’s relevant for readers … there is quite a bit to navigate on the topic
and Tom has been covering it for years.
Let’s start really simply … from the home screen for Tom’s Tools, the first
panel in Option trader includes a Crypto Tools option.
You can also navigate to it by selecting Home > Crypto Tools. The chart and
ranking that appears on the site reflects the default setting of Percent Change
in crypto from positive to negative (flows from green to yellow to red) based
on the crypto list selected. One of the lists indicates “Coinbase” which is both a
crypto wallet (crypto storage) and exchange (buy and sell coins on the site).
The chart displayed is the first in the list until you select different crypto
symbols.
Figure 1 displays the top portion of the Crypto Tools screen with a daily bar
chart for TNT, Tierion, the token used by the company in 2017 but came
under fire from the SEC suggesting it should be regulated as a security.
Figure 2 on the next page provides list options for the tool results.
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Figure 1: Daily Bar Chart for TNT (being retired)

Figure 2: Ranking Selections on Crypto Tools Page
Finally, Figure 3 displays the ranked results for Percent Change on All Cryptos
(Max 500) with Moving Averages lines on the chart. Interesting for something
going away and it’s possible I don’t have whole story on TNT, but this
information was on Tierion’s website as its most recent blog post.
For purposes of simply mentioning it here, I’m ok not digging further. Trust
me, there’s a lot of good research to be done as you run through the coins.
Determining the coin type and purpose puts us on a good learning curve.
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Figure 3: 280 Ranked Crypto Currencies Appeared in Result
I circled ETH because I will be covering that next week and will generally keep
crypto discussions at the end each article. There will be more depth, this is
just a slow roll into it.
Gold and GLD
I usually write over my previous article and was pretty happy to see the
discussion on a descending triangle for GLD from 2013. Flash forward to 2021
and the same pattern may be in play.
Details for the topping pattern appear at the end of the article in case you
missed it. Figure 4 displays the current daily bar chart for GLD (the SPDR gold
ETF) with the Stock Chart Fibonacci selected (500 days).
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Figure 4: GLD Daily Bar Chart with 50-dy & 200-dy SMAs, Fibonacci levels, and
Volume
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My preference for a baseline is the 50% line at approximately 165,
acknowledging a false break in Mar-Apr of 2021. The pattern definition
includes volume requirements, and we’ll establish a case study for this next
week. It’s interesting how these bearish patterns seem to be taking hold, then
have strong “lift-offs” from support. Basically, there’s time to explore this
specific case.
For now, GLD is being monitored for a potential descending triangle pattern
with bearish implications if the base support breaks. The pattern provides a
price projection (using a “measured move”) equivalent to the distance from
the pattern’s base to its peak. Here is the opportunity being explored:
Measured Move: Pattern Peak – Pattern Base = 193.89 – 165.45 = 28.44
Price Projection: Pattern Base – Measured Move = 165.45 – 28.44 = 137.01
Here’s the thing, these patterns can take time to form and there is no defined
period of time for the price target to be reached. Regardless, a projected price
can be a nice thing for an option trader, so we’ll see if volume is confirming
our suspicions next week.
Also consider using other technical tools with your pattern analysis. We’ll add
RSI to our assessment and discuss opportunities that may emerge if the
pattern fails (meaning there is no true break of the base) and we just have
nice long-term price support at the 165 level.
Take care and we’ll see how this plays out next week.
Regards, Clare White, CMT
Bonus education:
Descending Triangle (Top Reversals)
A descending triangle is bounded above by a downward trending resistance
line with the area below supported by a horizontal support line. The pattern is
formed with five alternating touches of the boundary area with prices expect
to breakout to the downside.
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As price moves towards the vertex, volume generally decreases and should
increase with a break down below the support line.
The minimum move from a confirmed pattern is expected to be the same
distance as the triangle’s base which is measured using the peak value at the
start of the triangle and the horizontal support line. Once a break has
occurred, price may return to test the previous support line which should now
serve as resistance.
Although not part of pattern definition, momentum tools can provide some
good early insights on pattern breaks. The chart provided below is from April
2013 and includes the triangle base measurement, the measured move
(project out of pattern), and filters to validate the break. It’s a pretty nice
example of this price pattern, so understand that they’re not all so nice.

Figure 4: Potential Descending Triangle in GLD (Weekly as of Wednesday
4/3/2013)
An initial move down to 119.11 was fulfilled in June 2013, with GLD ultimately
bottoming at 101.25 in November 2015.
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Thanks, 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.
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