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The rally that began in early October 2019 continues with week 14 showing us only minor distractions 

from news events this week as the trend marches onward and upward .  

Both the S&P 500 and Nasdaq delivered new record highs on 3 days this week and the Dow Industrials 

did so twice. The little Russell did not deliver any new records this week.  This simple observation is 

another way that shows us that thi s rally has been mostly driven by large Tech stocks with small cap 

stocks getting far less attention.  We have seen this same concentration in other Breadth stu dies over 

the past month or two . 

Below is a 30min. chart of the S&P Futures (ESH20 contracts) for this week. This instrument trades 23.5 

hours a day and 5 days a week. This gives us a way to ôseeõ market reactions to news events that may 

occur when the US markets are closed.  

 

S&P e-mini Futures 30 min. chart as of Jan 10 , 2020 ð The above chart is labeled using Pacific Time 

Zone, with the black background for when the US markets are open, and the grey background during 

the evening session.  

Monday began this week with a mild rally to r ecover part of last Fridayõs minor pull back. Tuesday saw 

a narrow range pause just below the prior highs. After the US market close on Tuesday evening, news 

of Iran firing rockets at two bases in Iraq came out and we see the Futures drop quickly the next two 

hours. Not shown are Gold and Oil that both spiked higher at this same time Tuesday evening.  Once 

news of little damage and no loss of life began to trickle out, as well as no US response, we saw the 

markets recover. By the open on Wednesday, markets had fully recovered back to their Tuesdayõs 

close. Wednesday saw a rally that  accelerated higher at about 90 min. into the session and went on to 



deliver new record highs in both of the major indexes (S&P and NASDAQ). In the last 30 min of Wed. 

session, rumors of more rockets fired sent the indexes back down briefly. That rumor was not 

confirmed and was quickly reversed in the minutes after the close on Wed.  

Thursday saw a smaller range day that went on to also deliver new record highs.  Friday gapped highe r 

at the open to deliver even more new record highs, and then quickly filled the gap. After about 90 min. 

into the session, markets began to sell off slowly in two waves of selling to close the day giving back 

most of Thursdayõs gains, but still closing the week at new record highs.  

As we can see from the above intra -day chart, most all the ônewsõ events of this week were quickly 

absorbed by the markets and the bullish trend remains intact.  

When you look at the daily and weekly charts (below), note the bu llish trend that began in early Oct. 

2019 and look to  see if there are any signs of this trend stopping or reversing ? As a trend follower, we 

know that the trend can end at any time, and that evidence of the end will be clear only after the 

fact.  Until th en, we assume the trend will continue until we see evidence otherwise.  

A change in trend is relative  to ôyourõ trading time frame . If you are a day trader, then you may have 

traded several ôreversalsõ this week, such as Tuesday eveningõs reaction to news, or Fridayõs bearish 

trend most of that day  as based on 1, 3, 15min. time frame  charts.  As a swing trader, one may mostly 

rely on daily or weekly charts for trend confirmation.  As a longer term position trader or investor, one 

may rely mostly on weekly or monthly charts.  The key is to stick to y our primary time frame and your 

trend definition and confirmation signals.   

Price crossing a simple Trend Line is one way to define a change in trend has occurred. Price crossing a 

key Moving Average, or crossing a prior dayõs (or weekõs) key Low or High are other  methods. There is 

no one ôbest wayõ to confirm a change in Trend.  The key is to pick a  method that you are comfortable  

with , and stick with it. By being consistent  over time  you will get to know  both its pros and cons and be 

able to realize its statistical  advantage. You will wa nt to learn and impro ve on it, base d on your 

analysis of data  over time.   

A Swing trader should be careful to not be distracted by Day -trader signals that  are not from their 

primary time frame. It is common for less disciplined traders to be distracted or scared out of their 

positions too early by signals coming from shorter time frames.  This is also known as ônoiseõ.  The key 

is to define your time frame and your trend definition, and stick to it.  Every method & time frame will 

have false signals, and dealing with those properly is a key part of a solid trading plan. Consistent 

execution and good record keeping will go a long way to identify if you are ge tting better (or not) at 

ôStickingõ to your system. 

Now, letõs look at some charts to see what they are telling us this week. 

 

 

 

 



 

S&P 500 weekly chart as of Jan 10, 2020 ð On the weekly chart we see another positive week with a 

slightly larger range t han the prior week õs range. The prior week was a ôpauseõ (Doji candle)  and this 

week resumed with more new record highs.  

 

 

S&P 500 daily chart as of Jan 10, 2020 ð Here we see more noise than on the weekly chart, with some 

small gaps and scatter over the past two weeks, but still higher highs on Wed. Thu rs. and Friday of this 

week. Price remains well above the Trend Line support (Yellow line) drawn from Oct. lows to Dec. 

lows. Note the consistency of the slope angle formed by the 20 day and 50 day SMAs over the past two 

months, and how price has remained above the 20 day SMA since early Dec. The pull back on Friday 

(Jan. 10th) after deliver ing new record highs at the open, only gave  back the prior day õs range. We do 

not see any impact of ônews eventsõ Tuesday night, but Wed.  was one of the strongest advancing days 

this week. The S&P closed the week up +0.94%. 

 

 



 

DJIA weekly chart as of Jan 10, 2020 ð Here too we see a positive week  delivering new re cord highs 

after a brief pause the prior week.  

 

 

DJIA daily chart as of Jan 10, 2020 ð We see some scatter  the past two weeks with the delivery of new 

record highs on both Thurs. and Fri. this week.  The Dow Industrials briefly popped above 29,000 for 

the first time ever on Friday morning before pulling back.  The Dow closed the week up +0.66%. Note 

the Trend Line Support (Yellow line) since Oct. and the slope of the moving averages .  

 



 

NASDAQ weekly chart as of Jan 10, 2020 ð This week the Nasdaq showed not only new record highs, but 

also a wider range week as this index accelerated  higher.  

 

 

NASDAQ daily chart as of Jan 10, 2020 ð Again we see new record highs delivered on Wed. Thurs. and 

Fri. this week.  We see no impact from Tuesday eveningõs news events, with Wed. deliver ing a strong 

advance. Fridayõs pull back was minor, only giving back the prior day õs gains. The NASDAQ closed the 

week with an impressive +1.75% advance. With the NASDAQ being the strongest index  this week, this 

confirms again the impact of big tech companies on the overall markets.  

 

 



 

Russell 2000 weekly chart as of Jan 10, 2020 ð The Russell saw another week with lower lows and lower 

highs than the prior week. Not exactly a strong start to 2020.  

 

 

Russell 2000 daily chart as of Jan 10, 2020 ð Here we see a missed week of small advances and declines, 

with  Thurs. and Friday down days, and Friday crossing and closing below its 20 day SMA (Yellow).  The 

Russell closed the week down -0.19%.  So far in 2020 the Russell does not appear to be  attracting much 

interest as compared to big tech.  

Next, let õs look at a few ôMarket Internalsõ to see more about the breadth of these markets.  

 



 

McClellan Summation Index weekly chart as of Jan 10 , 2020 ð This week was about flat for th is breadth 

index, not showing much change in either direction.  

 

 

McClellan Summation Index daily chart as of Jan 10, 2020 ð We see the same story in the daily chat, 

with very little change in breadth acceleration  this week.  

 

 



 

NYSE Percent above 50 day SMA weekly chart as of Jan 10, 2020 ð Here we see a decrease in the 

percent  of stocks above their 50 day SMA this week, and the de crease is a little larger than the prior 

weekõs. 

 

 

NYSE Percent above 50 day SMA daily chart as of Jan 10, 2020 ð On the daily chart we can see the 

decrease in this indicator most days this week except for a  very small increase on Friday.  

 

 



 

NYSE Advance Decline Line daily chart as of Jan 10 , 2020 ð We see a consolidation zone in the 

Advance/Decline line again this week, with  a little smaller range than the prior w eek. Overall, we see 

a mostly horizontal ôbreadthõ (little change)  condition.  

 

 

 

VIX daily chart as of Jan 10, 2020 ð Options Implied Volatility con tinued to decrease this week, as 

ôcomplacencyõ characterized the mark etõs mood.  Note the decreasing size spikes over the past 5 

months, as each event seems to create less ôfearõ than the prior event.  Since early Oct. 2019 (when 

this rally began)  we see the VIX remaining well below  most all  of the  3 SMAs, on most days. VIX crossing 

above its 200 day SMA or above its Tend Line Resistance (Yellow line)  are ways to see if  some future 

event is more ôvolat ileõ than ônormalõ.   

 

 


