
  Market Observations - as of Aug. 23, 2019  

By Carl Jorgensen - For Objective Traders - For educational purposes only.  Not Financial Advice.  

  

Last week we saw continued expanded volatility that began July 31 st and has continued all through 

August.  This week began with a quiet range day on Monday with prices near the upper resistance level 

of the ôBoxõ formed by price action from Aug.2nd ð 23rd.  We saw Mondayõs narrow range continue most 

of this week until early Friday morning. Friday saw some strong v olatility to drive prices down to nearly 

the Support level formed at the bottom of the ôBoxõ.  

Before the open on Friday morning, we saw the futures drop in response to Chinaõs announced added 

tariffs sent about 90 min. before the USA market open and 120 m in. before Jay Powellõs speech at 

Jackson Hole, of which most ears and eyes were watching for clues regarding further Fed Funds Rate 

changes.  The markets gapped lower at Fridayõs open, and this gap was slowly filled as Powellõs speech 

began about 30 min after the open.  Powell mostly reassured various concerns in the markets with the 

objective of ôSustainedõ positive economic activity. S&P prices returned to Thursdayõs closing level by 

about 70 min. into Fridayõs session. Then (just before 8:00am Pacific Time) President Trumps tweets 

came out, announcing Tariff countermeasures to be announced later that day.  The markets dropped 

fast and hard the next 10 min., and then continued lower at a slower pace the rest of the day. We saw 

Friday close near the Lows of the day and of the week, on rather strong volume, sending bearish signals 

through the markets.  

We will look at some charts (below) that indicate when these events occurred, and more importantly, 

how the markets reacted.  We will use the S&P -500 as our reference, but you will see very similar 

activities in the other major indexes, with the Russell being a bit more bearish than the other US 

Indexes for this week.  

As you look at various charts below, note the relative action on Friday to see if Price deliver ed new 

lows for the month and if Fridayõs volume was higher than average. Has price remained within the Aug. 

box, or has it broken outside.  If there is no clear ôboxõ for August, then what is going on that is 

different than the major indexes?  These obser vations will help one build a context from the clues seen 

within a chart, and between charts.  

Letõs look at some charts. 

 

 

 



 

S&P 500 weekly chart as of Aug 23, 2019 ð We see four weeks where the S&P is below its 20 week SMA 

(Yellow) and with elevated Vol atility (Weekly ATR above the 14 week average).  Also note price broke 

below the 2019 (Red line) Trend Line Support the first week of Aug.  

 

 

S&P 500 daily chart as of Aug 23, 2019 ð Here we can see the ôBoxõ formed between support and 

resistance over the month on Aug. (Blue rectangle). Note how the first 4 days of this week were 

smaller range days and near the 20 day SMA (Yellow) and upper area of the ôBoxõ. Note the large range 

day on Friday, that crossed and closed below the July ð Aug. Trend Line Support (Orange line) and 

came close to the testing support at the bottom of the ôBoxõ.  The S&P closed this week down -1.44%. 

 



 

S&P 500 15 min. chart as of Aug 23, 2019 ð On the 15min. chart above you can see the narrow range 

days that were mostly horizontal M on. thru Thursday of this week. We see a dip, bounce, then a large 

drop on Friday, with selling continuing most of the day to break and close below the 3 -month Trend 

Line Support (Orange line).  

 

S&P 500 Futures (ES) 5 min. chart  Aug 23, 2019 ð Since the Index futures trade over 23 hours a day, 5 

days a week, we can see the ôcatalystõ event timing and market reactions on Friday before the open. 

Iõve annotated 4 key events on Friday, indicating the timing of the event so you can see the marketõs 

reactions to  3 of them.  The futures markets were closed Friday evening when Trump announced the 5% 

increase in the tariff rates, so we will have to wait until Sunday afternoon when the Futures markets 

re-open to see a potential reaction. Events and news can happen at  any time 24/7. The markets are 

not always open, so we wait to see how they act once they do re -open. Check the appropriate 

exchange to see the actual hours that a particular instrument trades.  



 

DJIA weekly chart as of Aug 23, 2019 ð The Dow shows a similar pattern with 3 weeks in Aug. below its 

20 week SMA (Yellow) and Elevated ATR the past 4 weeks. Price broke below the 2019 support Trend 

Line (Red line) as well this month. The Dow closed down -0.99% this week. 

 

DJIA daily chart as of Aug 23, 2019 ð Here you can likely visualize a ôBoxõ for most of the price action in 

August, with Resistance just below the 50 day SMA (Blue), and support just below the 200 day SMA 

(Purple). Note the above average volume on Friday, as well as higher True Range (volatility) . 

 



 

NASDAQ weekly chart as of Aug 23, 2019 ð Here too we can see the Nasdaq mostly below its 20 week 

SMA (Yellow) and above its 50 week SMA (Blue) the past 3 weeks. We also see elevated Volatility (True 

Range) the past 4 weeks. The Nasdaq closed this week down -1.83%.   

 

NASDAQ daily chart as of Aug 23, 2019 ð Here we have drawn in a blue ôBoxõ to indicate the price range 

during August. Price has yet to break below this ôboxõ. However, price has broken below the June-Aug. 

support Trend Line (Orange line) on Friday.  

A box is a variation of a ôconsolidationõ period, where price pauses within a trend. Since price 

ôenteredõ this box by descending into it, we have higher odds of it breaking down, and below the box 

as the Trend is more likely to resume than to reverse.  Some studies of such patterns suggest that the 

following break -down could be a similar distance (price change) as was the h eight of the Box it has 

escaped from. If this is so, then that could suggest a potential retesting of June  3rd lows in the Nasdaq. 

Time will tell.  I donõt like to set target exits, since I have no idea how far a move will go.  I prefer to 

exit when the chart indicates that the move I am riding is likely done.  



 

Russell 2000 weekly chart as of Aug 23, 2019 ð The Russell has been inside its Oct. -Nov. 2018 box most 

of 2019. This week we saw the Russell test and barely close below the box this week. Note the past 4 

weeks transit from the top to the bottom of the ôbox. The Russell closed the week down -2.29%. 

 

 

Russell 2000 daily chart as of Aug 23, 2019 ð Here we see the Russell remain below all 3 SMAs this 

week, and dropping hard on Friday to close just a little below the ôboxõ.  The Russell has often acted 

like a ôleadingõ indicator, changing trends earlier than the major indexes. This could be a bearish clue 

this week.  

Next we will look at a few key ôMarket Internalsõ to study the breadth of the market moves this week. 

 



 

McClellan Summation Index weekly chart as of Aug 23, 2019 -  We saw a strong decline last week, but a 

ôpauseõ this week, with little change. 

 

 

McClellan Summation Index daily chart as of Aug 23, 2019 ð On the daily chart we see breadth bounce a 

little this week, then drop on Friday.  

 

 



 

NYSE Advance Decline Line daily chart as of Aug 23, 2019 ð Here we see market breadth try to bounce a 

little the first 4 days of this week, then give it all back plus some on Friday, closing below both the 20 

day and 50 day SMAs. 

 

 

NYSE Stocks Above 200 day SMA weekly chart as of Aug 23, 2019 ð Here we see a similar size week t his 

week as was seen last week. However, this week closed near the bottom of its range, while last week 

closed within the upper 1/2. Note this week also closed below its 50 SMA and below the 50% level. This 

means that about 45% of all stocks listed on the NYSE are above and 55% are now below their 200 day 

SMA.  

 

 


