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Tom’s Weekly Newsletter September 15, 2021 

 

This Friday is quadruple witching. What is that exactly? It is where we see the 

expiration of individual stock options, stock-index options, stock-index 

futures, and single-stock futures all on the same day (this Friday). 

In an article found on marketwatch.com head of research at Pepperstone says 

the S&P500 has fallen in the week leading into options expiration the past 6 

months of the year. 

Quadruple tends to bring with it the potential for increased volatility into the 

markets along with higher trading volume. 

Without getting in to the nitty gritty of how market makers work, basically 

those who have sold options are taking positions in the underlying stocks or 

other instruments to hedge their market exposure. 

This leads to a potentially choppy market and a market with a risk to trade 

lower going into expiration. 

Tom Gentile 

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

 
Even though the equities markets have topped out from their highs from over 
the past two weeks, we can see the longer-term, overall bullish trend is still 
intact. 
 
Moving averages: we use the Simple Moving Average (SMA) - can be used to 
both identify trends and they can also be used as and seen as support and 
resistance. 
 
SPY has reacted in a bullish manner at or around the 50-day SMA for quite 
some time. I was looking for the SPY to test the 50-day SMA and then bounce 
higher or resume its uptrend, but it has yet to actually test that moving 
average. 
 
It may still test that due to the volatility that tends to happen around 
quadruple witching, but if not, this may a point where the SPY resumes its 
upward trajectory. 
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TLT - iShares 20+ Year Treasury Bond ETF 
 

 
 
As much as one can analyze fundamentals and perform technical analysis 
there is no guarantee securities will move how you think. 
 
I have been highlighting the symmetrical triangle pattern the past couple of 
weeks saying that an expected price move is the widest width of the triangle 
pattern in the direction of the break from the point of the break. 
 
TLT has broken out above the resistance of the triangle. 
 
It has maintained that break on two consecutive closes. That lends one to see 
the breakout having legs. 
 
This report thus far has referenced quadruple witching multiple times. If the 
S&P500 continues to trade lower going into options expiration that may bode 
well for TLT trading in a bullish fashion in the short term. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
The green, dotted, horizontal line above is what I see as a price support level. 
 
If you look at that along with the solid, green lines you may see the makings of 
a Head and Shoulder top that is on the verge of completing. 
 
The right shoulder’s top is lower than the left shoulder’s top, but the price 
hasn’t come down to the support line just yet. 
 
Oh, by the way, since we are talking a Head and Shoulders formation that 
support line is referred to as the ‘neckline’ of the pattern. 
 
The anticipation on a technical pattern like this is IF the security, in this case 
the UUP, breaks the neckline one can anticipate a price move further in the 
direction of the break (down). 
 
How far of a price move? Equal to the widest width of the formation: the top of 
the head to the neckline. 
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USO - United States Oil Fund, LP 
 

 
 
Will you look at this! 
 
That back-and-forth trading on a closing basis above and below the 50-day 
SMA that made assessing a true directional bias on USO resolved itself to the 
upside. 
 
USO is not trading at or near its 5-month highs. 
 
What I want to monitor from here is if that 5-month high resistance area 
causes profit taking to kick in an we see a roll over to a degree in USO. 
 
Or does USO trade above these highs and do so on a closing basis for 2-3 days. 
 
Should the latter happen, I would be more inclined to pursue bullish option 
opportunities in it or other energy and oil stocks. 
 
It’s been a while since I looked into options just on USO, but maybe 
considering option on the haystack and not the needle is to be considered. 
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GLD - SPDR Gold Shares 
 

 
 
I pretty much said all I need to say on why I get the sense GLD could go 
bearish and trade down from here. 
 
I am not making a market call on GLD that it WILL go down in price, but for 
the reasons I stated above it feels like it could trade lower from here. 
 
I have the horizontal price resistance area shown of which it is trading down 
from. 
 
GLD traded and closed below the 50-day SMA 7-trading days ago and has been 
hugging it since, (closing below it yet again today). 
 
I like the fact it traded successfully off the past two Darknet signals. 
 
That has me looking forward to the next Darknet signal. Should that come 
about I will definitely be more inclined to look at bullish option scenarios. 
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Case Study 
 
If the markets are at risk of trading in a choppy fashion with a lean to the 
downside due to quadruple witching let’s look at a bearish option trade (for 
educational purposes as we are not Registered Investment Advisors) that 
might be able to take advantage of a downside move. 
 
Looking to Money Calendar we see a bearish pattern on Morgan Stanley, 
(NYSE: MS). 
 
It is a 10-day pattern in which it has traded lower 9 of the past 10 years to the 
tune of an average price drop amount of $0.97. 
 

 
 
Let’s look at a Call Credit Spread. This is where we sell to open a call credit 
spread and try and set it up based on what we DON’T think the stock will or 
where we DON’T think the stock will go or be at expiration. 
 
The is a Credit Spread. 
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When one buys to open a debit spread, they typically do so expecting / 
needing the stock to go to a specific price (area), and they typically buy 
enough time until expiration to give the security enough time to work to get to 
that price (area). 
 
When one sells to open a credit spread (call or put) they should really 
consider doing so where they have a small amount of time to expiration. 
 
The pressure is on the markets in that if the stock doesn’t perform a certain 
way the credit spread expires, and the credit achieved up front has the 
potential to be fully realized. 
 
The goal is to sell to open the spread with a short time until expiration and yet 
gaining at least a minimum of 1% per day. 
 
Here is what we were looking at with other groups today on Morgan Stanley 
(MS). 
 
First, we need to establish an assessed Resistance level. 
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I see resistance at the 106-price level (105 may be a bit above actual 
resistance, but there is a $106 strike price that I want to highlight). 
 
Remember the intent is to set up a Call Credit Spread based on what or where 
you DON’T see the stock going by expiration. 
 
There is a chance MS does NOT get above 106 in the next 9 days. 
 
Here is the option that looks intriguing should MS stay under 106 in these net 
9 days until expiration (Sept. 24, 2021). 
 

 
So long as MS stays under 106 no one will exercise the right to buy MS from 
your account at 106 and that option expires. There will then be no reason for 
your account to exercise the 107 call and that expires. That leaves the $20 per 
contract available to you. 
 
This is a potential 25% Return on Risk for JUST 9 days. 
 
 
Tom Gentile 
C1P (Chief 1-percenter) 
 
Disclaimers 
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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. 


