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Last week we saw three very strong down days then 2 bounce days with Thursday providing most of the 

bounce. This turned out to be another failed rally late last week, since t his week we saw strong selling.  

This was a short Holiday week, but Monday and Tuesday of this week saw very strong volume (well 

above average) as the Selling resumed. Wednesday saw light volume  and a very small bounce attempt 

that failed by the end of the day . Thursday the US markets were closed. Friday was a half day and light 

volume, but selling remained the theme for the week.  All the major indexes and  all  sectors closed 

down for the week , w ith many sectors significantly down . 

Notable this week, was th e sectors and few stocks that  held up well the past few week s were also sold 

off .  This shows us broader (growing) participation of sellers with even the previously ôsafeõ stocks 

being sold this week. The Sector Rotation of the prior few weeks had some serious doubts this week as 

even the relatively stronger sectors sold off this week.  

Volatility remained in check, and gave no signs of panic as the VIX remained in a range between 18.5% 

and 23.8% this week, closing the week at 21.5%.  We did not see any panic selling, just mostly orderly 

and rather persistent selling with most of the volume on Monday and Tuesday.  

The bears remain in control of this market, as every rally since early October has f ailed, trapping the 

bulls (aka- Dip Buyers) and providing opportunities for the sellers to enter or add to their short 

positions (aka- Sell the Rally).  

The US Dollar remains strong, and this tends to put pressure on Dollar priced Commodities and Stocks. 

Oil dropped even more this week, most of the drop seen on Friday of this week as Lt Sweet Crude 

futures dipped to $50.15 on Friday, and closed at $50.39.  This price comes very close to the $50 price 

where it has been estimated that many drilling and extract ion sites will no longer be profitable to 

operate and may soon shut down.  Both strong supply and weaker worldwide demand are putting 

pressure on Oil prices.  Oct. 3 rd was not long ago when we saw the high of $76.90.  Oil ha s dropped 

34.5% in just about 7 weeks. Too bad I do not see that same kind of price drop at the gas pump.  

While Oil was dropping, Natural Gas exploded up over 50% in just two weeks  (Nov. 2-14) and made 

wild oscillations (5x ATR) on Nov. 14 th & 15th.  I found out early this week, that t hese wild moves in 

Nat. Gas blew up a large Hedge Fund last week as they had over leveraged their short Calls and the 

following Margin Calls not only blew dissolved the entire fund .  Clients  not only lost their entire 

investment, they  also owe more $s for the Margin used.  The Fund (ôOptions Sellers.comõ) managed by 

James Cordier put out a tearful apology video on YouTube and their web site went ôdarkõ this week as 

a result.   

This is a classic example of what can happen when you do  NOT stick to sound Risk Management Rules. 

Over-leveraging in order to make up for prior losses, just to then experience a ôblack swanõ (rare) 

event that blows up the entire fund (plus more) is not sound risk management.  This is a reminder of  

the importance of Risk Management and not taking on positions that are too big.  Selling far out of the 

money options is usually a higher odds strategy, but if it is not coupled with strict Risk Management, 



there will eventually be the one event that can expose the seller to nearly unlimited r isk and wipe out 

years of gains in one trade.   Greed has caused many (large and small) accounts to be wiped out. This is 

a big reminder why there are no more important rules, than to stick  to our Risk Management and 

Position Size limits to avoid big losses. That is what the rules are there for.  But they only work if you 

ôNeverõ violate them. 

Here is a summary for this weekõs changes as measured in weekly Percent change. 

Weekly % Change 

Week Ending: 11/23/2018 

S&P 500 -3.79% 

Nasdaq -4.26% 

DJIA -4.44% 

Russell 2k -2.54% 

  DowTrans -2.03% 

XLE -4.87% 

XLF -2.95% 

QQQ -4.95% 

SOXX -3.25% 

XLC -4.43% 

XLV -2.61% 

XLU -1.40% 

XLK -6.05% 

XRT -3.40% 

XME -7.02% 

XLI -3.14% 

XLB -3.49% 

XLP -2.27% 

XLY -4.09% 
 

This gives us a quick clue as to the weakest and strongest sectors for this week, but does not show us 

the relative context of that change as we get from a Chart.  

 

Letõs look at the charts to see what they are telling us about this week, and the context of the past 

two months.  

 

 



 

S&P 500 weekly chart as of Nov 23, 2018 ð The S&P broke below its Long Term Trend Line (Red line) 

over 6 weeks ago dropped to find support near 2603 then bounced to test that same prior Long Term 

Trend Line Support as new Resistance, which was also near the 20 week SMA (Yellow). We dropped 

since that test, with the largest swing down coming this week.  We have not yet retested support at 

2603, but the chart suggests that could be coming soon.  

 

S&P 500 daily chart as of Nov 23, 2018 ð Here we see the test of the Long Term Trend L ine as new 

Resistance on Nov. 7th, followed by a clear descent the past few weeks. This Holiday week we see 

above average volume on Monday and Tuesday, and then below average volume on Wednesday and 

Friday. Most of the drop in value of the S&P also occurre d on Monday and Tuesday.  We see both lower 

lows and lower highs since early October, and the chart suggests a retest of 2603 (Oct. 29 th lows) could 

occur next.  Time will tell.  

 



 

DJIA weekly chart as of Nov 23, 2018 ð Similar to the S&P, the Dow also bro ke below its Long Term 

Trend Line Support (Red line) then bounced to test that line as new Resistance. The drop the past two 

weeks has nearly brought the Dow back down to retest the late Oct. lows.  

 

DJIA daily chart as of Nov 23, 2018 ð Here we see that d rop, from the crossing below the Trend Line 

and 50 day SMA (Blue) Nov. 12th, and then the break below the 200 day SMA (Purple) on Monday of this 

week. Fridayõs close is only 163 pts from the Oct. 29th prior Lows. We also see strong volume on Monday 

and Tuesday this week, with below average volume on Wednesday and Friday.  

 

 



 

NASDAQ weekly chart as of Nov 23, 2018 ð Here we see something a bit different than the S&P.  Like 

the S&P, the Nasdaq broke below its Long Term Trend Line Support (Red line) in October . However, the 

bounce the past few weeks did NOT rally the Nasdaq up to this Trend Line to test it as new Resistance. 

This shows a ôweakerõ index than the S&P or Dow, since it failed to bounce as much. Second, we see 

that the Nasdaq appears to have broken below its Oct. lows this week.  

 

NASDAQ daily chart as of Nov 23, 2018 ð Here we can see more clearly: a) the failure of the Nasdaq to 

rally up to the Red Trend Line in November to test it as Resistance, and b) a drop this week that did 

break below the Oct . 29th prior Lows. Both of these are big clues as to the more bearish nature of the 

Nasdaq this month.  The same can be seen by price and its relative position to the 200 day SMA. Also 

note the strong volume on Monday and Tuesday of this week, when most al l of this weekõs price drop 

occurred.  

 



 

Russell 2000 weekly chart as of Nov 23, 2018 ð The Russell has remained well below its Long Term 

Trend Line Support (Red line) since breaking below it in early October. Like the Nasdaq, the bounce 

the past two weeks  failed to reach this Trend Line, nor even the 50 week SMA (Blue).  

 

Russell 2000 daily chart as of Nov 23, 2018 ð Here we see both lower highs and lower lows since early 

October, with the drop the past two weeks coming close (within 6 pts) this week to re testing the prior 

lows from Oct. 26 th.  

Next we will look at a few ôMarket Internalsõ to get a broad picture of the overall markets this week. 



 

NYSE Advance/Decline Line daily chart as of Nov 23, 2018 ð The Advance/Decline line dropped a little 

this week w hile it mostly remained within a range from its 20 day to its 200 day SMA.  

 

 

Percent Stocks Above 200day MA - weekly chart as of Nov 23, 2018 ð This is a chart showing the percent 

of NYSE listed stocks now ôaboveõ their 200 day SMA. As you can see the list shows a drop from 53% to 

25.6% that represents about ¼ of all the listed stocks on the NYSE have crossed below their 200 day 

SMA in the past 7-8 weeks. This is another way to view the progress as more and more stocks break 

below their 200 day SMAs. 

 

 



 

VIX daily chart as of Nov 23, 2018 ð The VIX remained in a narrow range this week, even with the strong 

drop on Monday and Tuesday of this week. We still do not see any ôpanicõ in the markets, but signs of 

mostly orderly selling.  

Next we will look at a few key commodities.  

 

OIL daily chart as of Nov 23, 2018 ð Oil has dropped hard since early October. This is a record breaking 

sell off by its persistence.  Note the wider range candles and 3 very strong selling days (wide True 

Range spikes) on Nov. 13th, 20th and 23rd, with also well above average Volume on those same days. 

Maybe this is a clue to an ôexhaustionõ of sellers, or maybe the selling is not done. A strong dollar is 

only a small part of this action, most of the drop is likely driven by ample supply  and softer demand. I 

would not be tempted to pick a bottom, since it is dangerous trying to catch a falling knife.  Wait for 


