
 
 
 
 

1 Corey Rosenbloom, CMT     Afraid to Trade®  

 

    1 Intraday Report for August 11, 2010 

      
   

   
DDDaaaiiilllyyy   """IIIdddeeeaaallliiizzzeeeddd   TTTrrraaadddeeesss"""   RRReeepppooorrrttt   

S&P 500 ETF:  SPY 

 



 
 
 
 

2 Corey Rosenbloom, CMT     Afraid to Trade®  

 

    2 Intraday Report for August 11, 2010 

 

 

 

 

 

 



 
 
 
 

3 Corey Rosenbloom, CMT     Afraid to Trade®  

 

    3 Intraday Report for August 11, 2010 

In a strange way, it's days like this that make many traders feel justified - at least those of us who are highly focused on 

charts.  I spent almost the entire report last night warning of an impending price breakout and to be prepared to trade it 

intraday - or in the case of swing traders, continue holding short but be ready to stop-out and play long above 1,130 on 

the lower probability of an upside break.  And by probabilities, I mean that there was probably an 80% or 85% chance of 

a downside break - given the technical structure I explained to you (Elliott Wave, Fibonacci, Bradley Date, multiple 

divergences, etc)... but in the event that we did have an upside break - I wanted you not to be frustrated or confused, 

but instead trade it profitably and make money from it.  Remember - our goal is to TRADE the market - not forecast it.  

Today is a major victory for the charts - in terms of technical structure, divergences, 'cycles,' divergences, etc.  Today 

would have been a failure for all of that if we had an upside break, but that failure would have led to very predictable, 

large profits to those of us who could stand outside our biases and trade long on an unexpected upside break. 

As of now, after being 'held up' longer than expected, the market appears to be doing the 'normal' or 'expected' thing - 

falling very sharply.   Good job to those of you who traded aggressively and profited today - it was absolutely inevitable 

that price was going to break out - but it was better to wait for the break and go with it. I'll continue this discussion later 

in the report. 

 POSITION TRADE 
This is a strange trade in that it's not necessarily labeled on the chart, but it's a position trade you put on after a large 

downside gap when you have reason to suspect - and we CERTAINLY had that - that a range expansion or 'trend day' 

price move is likely.  Basically, you short as soon as possible (or go long if it's an upside break) and hold that position all 

day long into the close UNLESS price breaks above the 50 EMA.  That's a very common trend day trade - and doing so 

would have profited about $1.00 today.  The rest of the trades were mainly 'scalps' around the Type III Trend Day that 

was expected - and unfolded.  Though there was a pesky bullish Wyckoff Sign of Strength that threatened to form a 

Rounded Reversal breakout but that ONLY would have triggered on a breakout above the "Line in the Sand" - which is 

always the 50 EMA on the 5-min chart.  That didn't happen, so the bias remained for trend continuation. 

The image I had is that the market is like a little child who is mischievous and always tests the limits of his boundaries 

before getting punished.  Though the market "should" have gone down all day (and it did) the market got a little 

mischevious streak in the afternoon, pretended to form a Rounded Reversal (complete with divergences and Wyckoff 

Sign of Strength), edged its way almost totally to the 50 EMA threatening an official violation of the trend day ... and 

then collapsed after playing a little joke on the market participants.  The joke being "You think I'm going to go down all 

day!  Haha - I'm really going to reverse on you.  See?  Here I go -  I'm reversing!  Ohhh just kidding.  Down I go!"   That 

was also the case on the June push to 1,130 on the S&P 500 before the 10-day crash ("I'm going to break out!  Here I go!  

Wheeeeee... just kidding.  Down I go 10 days in a row.").  You can think of the same logic on the failed breakdown that 

ended in July that put us where we are right now - higher back into 1,130's resistance... well... as of yesterday at least. 

1.  TRIANGLE BREAKDOWN, RETRACEMENT ENTRY, SUPPORT BREAK 
You could have shorted earlier but the official entry - or conservative entry occurred on the horizontal support break at 

the $109.90 level at 10:00am.  These breakdown trades don't give you a great location to place a stop, so they're not for 

all traders, but you have to 'pay up' to play a breakout move, and they're not as comfortable/easy as retracements.  Still, 

it was best to exit this trade on the trendline break after the spinning top candle formed at the $109.60 area at 10:30 

and wait to re-short the market on the upside retracement. 
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2.  "ROUNDED REVERSAL" TRIANGLE, TRENDLINE BREAK 
Price didn't pull all the way back to the 20 EMA - which would have been an easy trade.  Instead, price consolidated 

between $109.40 and $109.60 before breaking the short-term symmetrical triangle at 11:45am, triggering your entry at 

the $109.50 level.  You actually had an earlier entry due to the negative dual divergences and trendline break - and 

bearish candle - at 11:00am at $109.60 - but you had to put up with further consolidation before realizing a profit.  Trail 

your stop above the 20 EMA and it was best to exit on the spinning top and doji candles - along with the crystal clear 

positive TICK and Momentum divergences at noon CST at $109.30. 

You certainly could have played long for a mean reversion trade, or for an aggressive potential reversal, but I do not 

suggest taking counter-trend trades on a Type III Trend Day for anything more than a scalp.  Don't ever bet on a reversal 

UNTIL we get back above the 50 EMA - and THEN you can play the popped stops and breakout.  If you tried too hard to 

get long to play for a break of this Trend Day, you were thwarted with an unnecessary loss as you tried to fight the day.  

Don't do that.  Stand aside while the market churns around and play counter trend ONLY when the market has proven it 

is reversing - which triggers officially with a break above the 50 EMA.  Yes, we had a divergence, yes we had Wyckoff 

Signs of Strength, and NO these did not result in a trend reversal.  When in doubt - stay out.  Divergences and Wyckoff 

Signals are CONDITIONS, and they are NOT trade signals unless you are an aggressive trader willing to take the risk of a 

stop-out by fighting the trend. 

As such, the next trade - if you managed to resist the urge to go long here - was the breakdown back under the 20 EMA. 

3.  'REVERSAL FAILURE,' TRENDLINE BREAK DUAL DIVERGENCES (1-MIN) 
This was a gutsy play, only because the market had indeed shown signs of potential reversal to the upside.  However, 

rule #1 in technical analysis is "Trends, once established, have greater odds of continuation than of reversal."  To play a 

reversal, it's best to wait for confirmation, at least for most traders.  Price broke the rising trendline after forming 

negative dual divergences (see 1-min) at the $109.70 level. The safer entry was a breakdown back under the 20 EMA at 

$109.50 - this time the trade allowed you to play the "Popped Stops" of the BULLS who just got long.  Price chopped 

around into the close, without really giving a nice clean exit. 
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Not including the position trade, roughly 90 cents were possible today, but including the position trade, almost $2.00 

was possible. 

Big moves like this that originate with a downside gap mostly benefit the bold swing traders who were holding short 

already with a stop-loss above 1,130 ($113).   
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A quick bonus research chart/graph I did.   

This is the correlation (Pearson's r) values of the current Dow Jones 30-stocks to the Dow Jones Index itself.   

I took the data from Yahoo Finance, ran a correlation study using daily prices from January 2010 to present to see what 

the individual correlations were between the stocks and the index. 

It may not be of much value to you, but it's interesting to see which stocks - XTX, DD, CAT, XOM are MOST correlated 

with the Dow Jones and which are least - HD, PFE, TRV, MRK.  The column on the left lists the correlations in alphabetical 

order while the right column is easier to interpret - it sorts by correlation strength. 
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We have a very powerful signal of CONFIRMATION in terms of volume of today's down move. 

Volume was up on every single 15-min period - except the 1:30pm periods.  Otherwise, sell-volume was up across the 

board which suggests that lower prices are yet to come. 
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I won't spend as much time on the analysis as I've been doing the last few days - simply because we are in breakout 

mode and price can move very quickly.  The bias is still for lower prices, but that doesn't mean we'll get there overnight.  

We still have levels to target, likely bounce off of, and then continue heading lower. 

As such, it looks like price is primed to bounce short-term here off $109 - a downside target that has been hit.  That's 

because it's the prior low from late July and the 38.2% Fibonacci retracement as drawn in the 60-min frame.    

If bulls can't bounce us up off $109, then we really could be looking for another market crash ahead of us... so keep 

shorting under $109. 
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Odds are good for at least some sort of bounce here - as the $109 level forms a confluence with the July low, 38.2% 

Fibonacci retracement, and 200 period SMA as shown above.  Dojis are forming on the price chart - as are positive 

divergences and the Wyckoff Sign of Strength signals still hint for potential upside prices (that just didn't play out before 

the close). 

Intraday traders should prepare to trade any upside move from here that could target $111, but any move under $109 

and particularly $108.80 should be shorted. 
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Ouch.  This is exactly what was expected from the charts - sellers held the market to resistance at 1,130 and 

simultaneously shattered EMA support and the rising trendline as I drew last night.  It looks like this is the beginning of a 

new sell leg that has a very good chance of taking us back to 1,060 at a minimum, if not a complete retest of 1,010. 

That will continue to be the dominant expectation UNLESS we see price rise back above 1,130 which would be the only 

thing to change that higher-timeframe downside bias.  Swing traders who shorted at upper levels are doing well while 

day traders should continue monitoring intraday charts and prepare to trade up and down on the intraday frames as 

price swings short-term - instead of collapsing back to 1,010 in one or two days. 
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Just a quick bonus chart - bonds have been skyrocketing, and that's usually a very bad warning sign for stocks.  In the 

inter-market cycle, bonds tend to lead stocks, and this massive rally in bonds suggests that the well-informed investors 

are exiting equities and seeking safety of bonds... despite the fact that they are getting extraordinarily (even record) low 

yields for their bond investments.  That underscores perhaps how 'scared' they are about the future of the 

economy/stock market... and there's another variable in the equation - the Federal Reserve has announced (yesterday) 

that they will resume buying 2 and 10 year treasuries.  Take it for what it's worth - it's bullish.  Do you want to fight the 

Fed? 


