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Tom’s Weekly Newsletter September 29, 2021 

DOW 

 NASDAQ 

 S&P 500      

What do these three intra day charts have in common? If I didn’t give it away 

with the orange boxes, all three sold off hard the last hour of trade. With the 

volatility in the markets, it doesn’t look like anyone wants to hold their short-

term stuff overnight – can’t say I blame them. 

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

 
 
After all these years of trading and investing, it is still interesting to see 
support and resistance at work. 
 
The 50-day Simple Moving Average (SMA) acted as a firm support for the SPY 
for quite a number of months. 
 
It broke that last week and hit the 100-day SMA and bounced. Bounced 
where? The 50-day SMA. 
 
That set up a classic old support becomes new resistance pattern. 
 
It feels more bearish than bullish even with the overall trend being up. 
 
A failure to hold the 100-day SMA would have mee seeking out the 200-day 
SMA as a possible future price target lower. 
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TLT - iShares 20+ Year Treasury Bond ETF: 
 

 
 
The inverse relationship between bonds and equities is nowhere in sight right 
now. 
 
In fact, bonds, as represented by the TLT, is dropping in a steeper manner 
than the SPY. 
 
The drop looks even more bearish to me in that it not only broke the 40-day 
SMA to the downside, but it also broke the 100-day. 
 
Usually, a break of a support or resistance, whether it be a price or a moving 
average, if one is aggressive, they can take a trade in the direction of the break 
the day it happens or the next day. 
 
A more conservative approach is to wait for three or more closes below that 
support (or above the resistance) to makes sur no false breakdown/breakout 
occurs. From the conservative view that would make for at least waiting one 
more day of trade to get a better conviction for a directional bias. 
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UUP - Invesco DB US Dollar Index Bullish Fund 
 

 
 
When I talk about inverse relations, I am usually referencing the relation 
between US equities and bonds. 
 
But I also teach that usually what is good for US equities isn’t that great for the 
US Dollar and vice versa. 
 
Prior this last 5-trading days UUP traded in a range while the US markets 
stayed bullish. 
 
Then we get a pretty significant down move in equities, and we now see, what 
can be looked at as a flight to quality? 
 
In that the dollar is cranking to the upside. 
 
Since nothing goes up forever, when there is profit taking or a rotation of 
money out of the USD and if it goes back into equities and UUP drops back in 
price see if the old resistance area becomes new support. 
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USO - United States Oil Fund, LP: 
 

 
 
Last week it was brought up that USO was at or near resistance and until one 
sees a close above that resistance (a breakout) occurs, this is just stalling out 
right now. 
 
Fast forward a week and here we are, again, at resistance not trading any 
higher or breaking out above it. 
 
I could point out USO tested 49 two consecutive days in a row on an intra-day 
basis and then traded up off those lows forming large wicks/shadows (in 
Japanese Candlesticks parlance), but that doesn’t mean anything if those 
reversal days pan out and we see this thing break out. 
 
Until that happens, I am tempering any bullishness in USO. 
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GLD - SPDR Gold Shares 
 

 
 
This period view shows GLD in an overall down trend. 
 
In fact, in this view above GLD is seen making a new low. 
 
With that further downside pricing could be imminent. 
 
The 50-day SMA crossed below the 100-day SMA mid-June and that too, is a 
bearish indication for the ETF. 
 
One more reference to intermarket correlations, or the inverse relationship 
that tends to occur between equities and Gold, (as gold could see money flows 
into it when it leaves the equities market). 
 
Either GLD continues to slide, or it forms a double bottom by performing a 
pivot low at current prices. 
 
I can see Mike Wade licking his chops for a potential put credit spread idea if 
that support forms. (Not a recommendation in any way). 
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From the Desk of a CMT - MU Bear Put Spread Closeout and Other 
Topping Patterns 
 
As a final wrap-up for the MU bear put spread case study that got some help 
from rising implied volatility (IV), a close of the case study was suggested for 
this past Friday or Monday to protect the position from an expected IV crush 
and accelerated time decay. Figure 1 displays the case study data with price 
and risk charts at the close on 9/28/2021 right before earnings were released. 
 

 
Figure 1: MU Oct 15 70 – 67.50 Bear Put Spread Bear Spread (debit) on 
9/28/2021 
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Figure 2 displays the 7-30 day at-the-money (ATM) IV on 9/28/2021 and the 
expected rise into earnings was right on time. Consider checking out IV and 
the position value on 9/29/2021 when an IV crush is expected. 
 
The sideways price action in the stock ordinarily would have led to losses on 
this long premium case study but IV behavior helped the position to this point. 
 
Up next … I’m changing “Head & Shoulder (H&S) Updates” to just “Pattern 
Updates.” 
 
Some descending triangles have also been observed so it made sense to make 
the heading more general. Please see the end of the article for some quick 
information on descending triangles from my article archives. 
 
Head & Shoulder Updates  Now Pattern Updates 
 
The Fibonacci setting on price charts in Tom’s Tools is one approach for 
detecting reversal patterns since the retracement lines may serve as an 
objective support or resistance line for the pattern. 
 
A more traditional approach is to review weekly line charts for those stocks 
you follow which will remove some of the noise from daily bar charts. 
 
Weekly charts matter because reversal patterns (top or bottom) often take 
months to form. Once you find some potential patterns, consider viewing 
other stocks in the same sector to see if there are additional candidates to 
track. 
 
The stocks I was looking at previously include: FXI, JPM, CAT, TTWO, X, FCX, 
and NEM 
 
This is the third update for some of these names and it does not feel like the 
old days when breakouts from patterns simply seemed more reliable. 
 
“Feel” and “seem” are not words I like too often here, but these are strange 
times with upward pressure more persistent than I can remember. 
 
Unfortunately, this also seems to track with breakdowns that are abrupt and 
strong – behavior that coincides with breaks from patterns. 
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I’ll try to get more data around the current market “feel,” but until then, 
reversal patterns provide price projections that may be useful if, and when, a 
break occurs. 
 
As a quick recap to the market’s change in tone that occurred last week; last 
Monday’s market reaction to Evergrande liquidity problems did create some 
trend line breaks across different sectors. 
 
A warning from FedEx in its earnings report and news that Evergrande will 
make some interest payments on Thursday kept volatility active. Be sure to 
note volatility conditions for existing positions and those you are considering.  
 
To run quickly through the stock charts, set-up a stock list by navigating to the 
list page: Web Site  Lists  Edit List. 
 
Consider creating a sector ETF list, stocks you follow, or one of the pre-loaded 
lists such as optionable stocks in the Dow Jones Industrials Average. Next, 
navigate to the stock chart page: Stocks > Charts > Stock Charts and select 
your stock list in the Controls panel on the top right portion of the page as 
shown in Figure 3. 
 
I select the list view and Stock Chart Fibonacci at the bottom of the panel. Be 
sure to select sufficient trading days to capture the longer term move in the 
stocks. 
 
The reversal patterns being tracked are longer term in nature and the most 
recent bullish, intermediate-term trend is the one being sought from a 
Fibonacci standpoint. 
 
I used 280 as a starting point and increased this value if the 0% Fibonacci 
level was below the low captured on the chart. 
 
This is the case for the chart below (FXI) and expanding the chart to 500 days 
captures the full previous bullish move which may have started with a reverse 
H&S (bottom reversal pattern). 
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Figure 3: Daily Price Chart for FXI Post-H&S Breakdown from 44.43 
(9/28/2021) 
 
 
You can scroll through the list by using the arrows in the Controls panel just 
above the Update button. Here are some updates:  
 
• FXI: price broke out of the pattern and is moving towards projection 
(34) 
• JPM: recent higher price for right shoulder nullified the pattern 
• CAT: price broke down out of the pattern on 9/20 and is moving back to 
a re-test of the pattern around 203.80 (280 days provides a better view than 
the full trend using 500 days) 
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• TTWO: a break of the neckline at 155.97 possible a couple of weeks ago 
with a retest of the pattern potentially occurring now (watch volume strength 
and momentum near neckline resistance) 
• X: supply chain issues seem to have popped this stock, the pattern is 
nullified 
• FCX: right shoulder still forming with neckline around 30.85 – the stock 
is weak 
• NEM: a pattern break seems to have occurred around a 75% 
retracement level; you may want to check this on a weekly line chart for 
clarity 
 
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. 
 
We still focused on an H&S discussion here; however, I will add to the list next 
article.  
 
Regards, Clare White, CMT 
 
Added bonus from Clare 
 
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. 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. 
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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. 
 
Thanks, Clare 
 
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. 


