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Today's day structure was quite interesting, particularly if you pull back the 5-min chart to incorporate yesterday's 

session - you'll see a classic Rounded Reversal / Arc pattern form that guided today's sell-off comfortably in a "Mirror 

Image" fold-back patten.  That was the (slightly) higher timeframe pattern that dominated today's session, and the best 

trades came through short-selling retracements up into EMA resistance after the initial morning breakdown that 

triggered the sell-off bias. 

1.  CRADLE SELL 
We had an EMA breakdown after multiple negative divergences formed on yesterday's closing high.  You actually could 

have shorted the breakdown under the 50 EMA at the $106.50 level, but the better trade was to wait for a nice pullback 

- given that price formed positive divergences at 9:30 - to see if you should establish a short-sale position.  That chance 

came with a "Finger" - the spinning top that poked just above the 20 EMA at the $106.70 level - and then 're-break' back 

under the 20/50 EMA lines.  Price then stagnated at the 20/50 EMA crossover - the "Cradle" - and formed a bearish 

engulfing bar at 10:30am, triggering entry either aggressively AT the EMA crossover ($106.35 level) or on the break 

under respective candle lows ($106.30).  Either way, the stop was above the EMA crossover at the $106.50 level to play 

for a test of the 200 SMA, lower Bollinger, or 'unlimited' downside target - yes, you could have taken this cradle trade 

short and held on into the close... though you would have endured a mean whipsaw at 11:30 as price again jammed 

above the 50 EMA and collapsed back under it.   

2.  EMA RETRACEMENT SELL 
This wasn't a fancy trade like the Cradle, but it was an identical set-up (except that the moving averages were already 

bearishly crossed) as the earlier Cradle.  Short the break under the shooting star candle at 12:25 at $106.20, stop above 

$106.40, and play for a lower target or other buy signal.  You could have exited as price rallied off $106.00 support level 

or the positive dual divergence off the lower Bollinger Band at $105.80.  I would NOT recommend a buy off this buy set-

up given the down-trend, but rather a "stand aside and wait" signal. 

Also, notice the FAILED Wyckoff Sign of Strength at 11:30 am as price formed two new TICK highs and then broke above 

the 50 EMA.  An aggressive trader might well have gotten long here, but we did not see a meaningful close above the 50 

EMA nor above the upper Bollinger or any sort of follow-through after the spike above.  That should at least have made 

you 'less bearish,' but ultimately, the sellers invalidated the Wyckoff Sign of Strength with a new TICK low at 12:30, 

turning the tide and the expectation back for lower prices to come. 

3.  EMA RETRACEMENT SELL / BREAKDOWN 
This trade had the exact same parameters and expectations as the prior two, only you could have entered short at the 

EMA convergence at the $106 resistance level - placing a stop above the 50 EMA at $106.20 - or on the breakdown 

under the prior low at $105.80 - though I would recommend shorting INTO resistance as opposed to waiting for a 

breakdown.  This trade triggered and followed-through into the close in a strange and somewhat unexpected Type II 

trend day down. 
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Using the idealized trades grid, roughly 90 cents were possible today (the last trade profit is cut-off at 45 cents).   

This was one of those days where you monitor price closely - there wasn't a very clear bias off the open - such as a big 

gap down that did not fill - to expect a full trend day lower, but that's what developed. 
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This chart shows how watching the overnight market can give clues about the next trading day - price peaked above 

1,070 (in the @ES futures) and then sold-off steadily through the night and into the early morning on Monday, and price 

continued the sell-off during the day.   
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Strange - I would have expected more volume on today's sell-off down 1.5% day but that wasn't the case.   

We're at a relatively low volume period of the year - coming up on the Labor Day holiday - but this type of volume is 

unusual.  Anyway - from an objective standpoint, we would say that volume DID NOT confirm today's sell-off and thus 

should watch closely to see if any upward movement occurs, or further breaking of support.  So today's signal was not as 

bearish as had it been accompanied on higher volume. 
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Right now, we have a short-term "ABC" structure in place that terminated at the $107 target level - officially (well, 

almost) closing the gap from August 24th - that serves as a resistance point and the key for the future.  Price has formed 

a clean parallel trendline as drawn, so these will be the dominant short-term levels traders should watch:  $105.25 as 

lower support (short if under $105) and the $107.25 level as overhead resistance and a possible upward target for any 

bounce that forms off the $105.50 level.  Today's high was undercut by a slight negative divergence from yesterday into 

the upper Bollinger Band (and doji) so the sell-off was not unexpected. 

Watch closely how the market trades around the prior lows of $105 and then the "manipulated" low of the $104.45 

level.   
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Price also hit up against the exact convergence of two trendlines as drawn which formed at the $107 level - buyers were 

unable to push price above this level.  As such, the parameters now are to be long for a continuation breakout signal if 

above $107, but so far it looks like resistance may hold at $107, meaning the market could continue its downward trend 

as seen above.  There really are 'mystery buyers' who have tipped their hand, revealing that they are willing to rush in to 

save the market - if possible - on a retest of $104.50, but the support may also be like classical levels where the more 

times a level is tested in a short amount of time, the MORE likely the level is to break like glass.   The break would almost 

certainly send the market back to the 2010 low of $101.   

Right now, the market is in-between confluence resistance at $107 and 'mystery buyer' support at $104.50 so 

watch/trade your intraday charts closely. 
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To me, the obvious/dominant levels to watch include the 1,130 level (double top resistance) and 1,040 (quadruple 

bottom support).  If indeed we do fall back to the 1,040 level tomorrow, it will be up to the market saviors to step back 

in and overcome the selling pressure and they have proven successful four times (with the exception of July's bear trap).   

Volume came in at 2.6 billion shares - one of the lowest levels for the year (the others coming in during early August as 

seen above).  Keep that in mind -as strange as it may sound, markets on LOW volume tend to be MORE volatile, as 

moves can develop and then continue as one side of the market plows over the other side.    So right now, between 

confluence resistance at 1,080/1,090 and strong support at 1,040, be careful until we get a break either way.   

 


