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This Week 

In my interview with Andrew Swanscott, I said there were three basic types of support and 

resistance: psychological (round numbers), historical (previous price action), and trendline 

(created by auto-correlation of major turning points in price). Psychological and historical 

are always horizontal. Trendlines are seldom horizontal, but from time to time they can be. 

This week the market reminded me of another kind of S/R, a kind I've been looking at for so 

long that I even forgot to put it in my notes. This other kind is the popular averages — most 

notably, the 200-day, the 50-day, and (to a lesser degree) the 21-day moving averages. 

Why do these moving averages act as support and resistance? Because lots of people 

believe they are important. Sociologist Robert Merton labeled this effect the "self-fulfilling 

prophecy". When people believe in something strongly enough to let it influence their 

actions, then it has gained significance. It's kind of like being a celebrity. It seems that 

often times a celebrity is little more than someone who is famous for being famous. 

Ironically, the 200-day moving average came into being in the first half of the 20th century 

because it was vaguely close to a full year and it was relatively easy to calculate. In the 

days before computers, complex calculations were time-consuming and, therefore, costly. 

A 1-year average was a nightmare, especially since the number of "market days" in the 

year kept changing. In the early 1900s, the markets were open Monday through Saturday. 

Then the market was closed for several months during World War I. Later new holidays 

were added. The market closed for 10 days in 1933 due to the run on the banks. Then the 

traders decided it was too hot to work 6 days a week during the summer, so they decided to 

open Monday through Friday in the summer and take two days off on the weekends. 

The 100-day average was much easier, but since it was less than 5-months long, it was not 

very smooth. The 200-day average almost as easy to calculate as the 100-day and, 

covering 9.5 months, it was much quieter than the 100-day. It didn't take long for the 200-

day average to become popular, and then important. 

In time, people wanted an additional average, something faster than the plodding 200-day 

average. The 50-day was pretty easy to calculate and soon it, too, became widely used. 

Eventually, computers became commercially available. They made it possible to do things 

like calculating the 21-day average for every stock on the Big Board, and then that average 

also gained some significance. 

But the ones that remain dominant in technical trading are the 200-day and the 50-day. 

And they are sufficiently popular that you can find numerous examples of prices finding 

support and resistance as it gets close to either of these averages. (Of course, just like the 

other forms of support and resistance, sometimes price will simply slice right through them. 

Like Matthew Buckley likes to say, "The market only cares when it cares.") 



Market Barometers       ← Use this link to see all the market barometer charts 

Markets do not change course overnight. Speculating about the future is a waste of time, but 

markets trend and understanding what is happening now tells us what is most likely to happen next. 

All four of the MTAs for the four major market indexes are still solid green. The MTA was 

designed to remain steady during sudden price moves.  

Last year the market closed near a high of $3386 on Feb 19th before falling almost 35%. 

This year all 4 indexes peaked on Feb 12th. Since that high the VTI is down -3.2%, SPX -

2.3%, COMPQ -8.3%, and IWM - 4.2%. That makes for an average of about 4.5%, which is 

far smaller than the decline from the 2-Sep-2020 high — at least so far. 

 

https://trendlinedynamics.com/market_barometer_charts/


A Closer Look 

The SPX had three down days this week, then had a strong up day on Friday. The NYAD 

advance-decline line moved with price action, and the SPXA50R did also. So far we have 

seen three weeks of market-wide declines accompanied by increasing volume and volatility. 

 

 

 
 



Core Universe       ← Use this link to get to the live Core Universe Table and column descriptions 

 

 

Last week's choices were: ARKK (below 5% caution at $148.75), EEM (below 5% caution at 

$54.91), IBB (below 5% caution $163.97), IWM (5% caution $216.96), and VTI (5% 

caution $197.12). 



Sym MTA RelStr Loc Trend ATS RSI MAC CMF OBV Long Events/Alerts 

IWM ↑ 6.2 ↓ ↑ ↓ ↓ ↓ → ↓ yes caution < $217 

EEM ↑ 3.1 ↓ → ↓ ↓ ↓ → ↓ yes caution < $55 

ARKK ↑ 2.8 ↓↓ ↓ ↓ ↓ ↓ ↑ ↓ yes caution < $149 

VNQ ↑ 2.7 ↓ → ↓ ↓ ↓ ↓  no RelStr > AARK 

IYT ↑ 2.7 ↓ ↑ ↓ ↓ ↓ ↑  no RelStr > AARK 

VTI ↑ 2.5 ↓ ↑ ↓ ↓ ↓ → ↓ yes caution < $197 

SPY ↑ 2.0 ↓ ↓ ↓ ↓ ↓ → ↓ no RelStr > AARK 

IGV ↑ 1.9 ↓ ↓ ↓ ↓ ↓ ↓ ↓ no RelStr > AARK 

IBB ↑ 1.9 ↓ ↓ ↓ ↓ ↓ ↓ ↓ yes caution < $164 

VGK ↑ 1.8 ↓ → ↕ → → → → no RelStr > AARK 

Legend: Up: ↑, Down: ↓, Flat/Stable: →, Mixed: ↕, Turning Up: , Turning Down: 

https://trendlinedynamics.com/core_universe_charts/


This week's choices are unchanged: ARKK (below 5% caution at $148.75), EEM (below 5% 

caution at $54.91), IBB (below 5% caution $163.97), IWM (5% caution $216.96), and VTI 

(5% caution $197.12). 

Given the 3-week market decline we've had, I'm going to do a more detailed analysis of our 

positions. I don't expect the decline to continue much longer; however, I will be taking 

some precautionary measures on my positions: 

IWM  

There's an area of historical support/resistance between $207.50 and $212.50. The next 

stop below $207.50 is $200. If IWM gets below $207.50, I would say selling seems like a 

reasonable precaution.  

Remember, selling isn't the end of anything. If IWM turns back up we can always re-enter 

the position if conditions warrant it. 

 

EEM 

The 1-year trendline is currently at $52.26 for EEM. If price breaks that trendline and closes 

below $52, I will sell it. 

 

 

 

 

 

 

https://trendlinedynamics.com/core_universe_charts/IWM.html?653085
https://trendlinedynamics.com/core_universe_charts/EEM.html?653085


ARKK 

The Disruptive Innovation ETF has been beaten down hard enough to turn the top 2 of the 3 

MTA color rows red. That's not enough for an exit signal, but the drop from $156.58 to 

$117.07 in 3 weeks is enough to make anybody skittish.  

I was thinking about selling this position when I noticed that all the way through this 

decline, the Chaikin Money Flow has been positive. (I'm using the StockCharts.COM chart 

because their CMF is easier to read than mine. Marc's scale is 1/10 of the scale I use, so the 

0.116 on this chart would be 1.16 on mine, which is strongly positive.) 

In addition, the candlestick on Friday is a hammer. This hammer shows that after the open, 

sellers drove the price down 13 points, but buyers came in and drove price almost all the 

way back up to the opening price. In western technical analysis, a hammer is called a 

Wyckoff Spring. In both forms of analysis, it is a bullish reversal sign which will be 

confirmed on Monday if price closes the day above the top of Friday's candle. 

 

 

VTI 

This ETF is doing fine and hasn't even gotten down to its 5% stop at $197.12 

IBB 

IBB is below its 5% warning line. On Friday it flirted with its 1-year low, rising trendline, but 

closed above it. There's only 1 red dot on the MTA signal lines so I don't see anything to 

worry about for now. 

 

https://trendlinedynamics.com/core_universe_charts/ARKK.html?653085
https://trendlinedynamics.com/core_universe_charts/VTI.html?108327
https://trendlinedynamics.com/core_universe_charts/IBB.html?108327
https://schrts.co/pZbrDVvW


Sector Universe       ← Use this link to get to the live Sector Universe Table and column descriptions 

 

 

SPX Sector RelStr Leaders:  

 XLE 12.2, XRT 10.4, XLF 6.1, XAR 4.5, XLC 4.4, XLRE 2.1, XLI 2.0, XLK 1.8 

  

https://trendlinedynamics.com/spx_sector_charts/


Auxiliary Universe       ← Use this link to get to the live Auxiliary Universe Table 

 

 

Auxiliary Sector RelStr Leaders:  

 XOP 16.5, USO 14.7, IJS 8.6, ARKQ 6.8, XME 6.2, ARKW 6.1, SOXX 4.2, XHB 3.2 
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https://trendlinedynamics.com/auxiliary_sector_charts/

