Tom’s Weekly Newsletter Feb 23, 2021
Stock Market Correction
If a correction is deemed as a 10% drop from a security’s recent highs then it
looks like 2 of the 3 big indices (represented by their tracking ETF DIA and
QQQ – tracking ETF of the NASDAQ 100) are already in correction mode.
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I, along with many others ( inancial news networks, print and media) have
been speaking to the tensions being a large contributor to the volatility and
end result slide the markets are experiencing.
That doesn’t mean I have forgotten about the concern of high in lation that the
Fed is battling.
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Apparently there is a 100% expectation of the Fed raising rates for the irst
time in quite a while.
The concern was how much on the irst hike, a quarter-point, or a half-point?
Wouldn’t it be something if the markets are pricing in this imminent hike and
maybe there is a sell the rumor, buy the news reaction next month when the
decision comes in (March 16 is the date we get the announcement).
That is to be seen, but what we do know is going on now is the markets are at
fresh closing lows and it could go lower.
Tom Gentile
C1P: Chief 1-Percenter
Four Corners of the Market
SPY - SPDR S&P 500 ETF Trust

That Darknet S is not a signal saying for one to Short or Sell the stock.
It just means that the B or Bullish run is potentially coming to a stop.
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The security may turn face and start trading down in price. It could just
consolidate and go sideways to slightly down before it eventually gets some
more buying interest to show up and start trading higher again.
In any scenario it isn’t uncommon to see traders consider the S signal the
place to at least close any open bullish positions and re assess.
As for a potential end to the skid in pricing, I would start monitoring previous
picot lows, (as indicated by the red circles around them) .
I am not sure how low this will go, but I know there will be volatility and it
may not go down in a straight line.
TLT - iShares 20+ Year Treasury Bond ETF

The Darknet B Bullish signal in TLT was a pretty accurate signal as TLT
is bouncing higher from that signal.
I would look at 134 as a price support and the Darknet B happened just
shy of that, and I could see one making a case for a double bottom
pattern.
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As for a target price to the upside on a technical chart perspective, I
would look at previous pivot lows on the downtrend from the price of
154 as possible resistance points / price targets to the upside.
You have heard from me a great deal that bonds tend to trade inverse to
equities.
This has been sliding with equities because of the Fed’s pending rate
hikes. Maybe investors are homing in on the amount of the rate hike to
come and have priced that into the market already and are now feeling a
bit less skittish.
UUP - Invesco DB US Dollar Index Bullish Fund

UUP is breaking out of the symmetrical triangle today on a closing basis.
This may be a false candle breakout, meaning it shows the prospect of a move
higher based on the candle today, but it may not follow through to the upside
and slide back down in price.
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Remember, I don’t trade the UUP or options on it, but I use it to gauge
direction on equities (represented in this newsletter by the SPY).
Even though I don’t trade this, one can still estimate a price target to the
upside (since it is breaking out to the upside) and use that as a place where it
maybe stalls and the slide in equities maybe stalls as well.
Take the width of the triangle and add that to the price of UUP where it is
breaking out and that could be the target price should it make that type of
move.
USO - United States Oil Fund, LP

This might be too much of a micro-view, but that steep trendline I used
indicating USO breaking that to the downside last week may be a new
resistance even as USO made higher prices over the week.

Copyright 2021, Tom Gentile, Tom’s Trading Room, LLC - All rights reserved.

We are at the front end of a bullish seasonal price pattern in energy and oil as
you know so higher prices are the expectation.
Right now, I would maintain this bullish expectation so long as USO makes a
new closing high, (indicated by the green dotted line in the image above).
I placed a Fibonacci chart view last week and if one is going to anticipate a
move lower and look to Fibonacci as potential support / retracement price
points.
The closing price of USO is pretty much the same as last week so the Fib
retracement levels view will be similar this week.
GLD - SPDR Gold Shares

Nothing has changed this week from last in regard to the direction of GLD.
Higher it is.
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Not only did GLD trade higher, but a bullish candle body also formed today (as
it has been recently).
The fact the bullish candle was not only a bullish day, but it closed at or near
the high of today’s trading range.
Things don’t go higher or lower forever and with that viewpoint a pullback
may happen. There is no clear picture of when that will happen.
Should a pullback happened I wouldn’t be surprised if GLD ills the gap lower
at around 175.
Money Calendar Case Study
Money Calendar runs millions of data points to ind a security (stock or ETF)
that has a pattern of trading higher or lower in price 9 or 10 of the past 10years over a speci ic period of time.
Because the markets have been in an overall bullish trend over the past 10years bearish patterns have been few and far between in comparison to the
bullish patterns.
We have bearish patterns showing up in the Money Calendar data now and so
here is a case study of a bearish pattern.
This is for educational purposes on how to navigate the software to ind the
pattern and then search up an option trade idea on it.
Log in and click on the Money Calendar icon.
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When one double-clicks the Power Meter column heading it puts these in
order as shown above ( irst 7-symbols shown in the image above).
I highlighted the ticker LULU, which is the ticker for the stock Lululemon
Athletica, Inc.
It is showing a bearish pattern where the price history over the period of days
shown over the past 10 years is one where LULU has traded lower.
It has traded lower 9 of the past 10 years which is why the accuracy column
shows 90%.
The Avg. Price means it has trade down in price an average of $9.33 or 9.33points over the 10-years.
If one extrapolates that out one can expect a drop of at least that average price
from a start date of today to the end date, which is March 23.
Here are some of the images one sees when click on the ticker:
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The way to calculate a price target for the stock is to subtract the Avg. Trade
number to the closing price *when you do this during the open market hours
you use the current price.
Because it is a bearish pattern you subtract the two, (in a bullish pattern you
add the two).
LULU opened at 309.20 today and if you subtract the avg price move amount
LULU moves down which is 9.33 that would make for a target price lower of
299.87.
The end date is March 23, so one would select an option expiration just past
that end date which would be March 25.
Now one goes to the option chain to see if there is a long put or put debit
spread that has a reasonable chance to double with the price move
expectation assessed and by the options expiration.
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The Long Put would be too costly to see a chance of a double happening with
only a 9-point drop.
A Put Debit Spread would be the next option choice to explore.
If one wants to explore the option prospects for LULU with a start date of
tomorrow since today has already passed, follow the same steps already
outlined.
Use the calculations of a price target for a setup on LULU with the end date
that the data shows on the Money Calendar.

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 pro its 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.
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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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