11/21/17 UPTREND: Nasdaq and S&P500 gap up, hitting new all-time highs.
TUESDAY Issue# 16, Day 254

ARMCHAIR INVESTOR®™ MORNING

MARKET NEWSLETTER
A TREND-FOLLOWING STRATEGY*

NO ARMCHAIR INVESTOR CLASSES THIS WEEK, NOVEMBER 20 - 22.
Happy Thanksgiving!

TUESDAY’S MARKET ACTION:

In an unexpected day of accumulation, the Nasdag and S&P500
started Tuesday with an opening gap up and kept going. This
accumulation action during a historically slow day (as the market
usually winds down toward the Thanksgiving holiday,) shows the
wide interest in buying stocks at today’s price. Why is today’s pricing
interesting enough to get this buying activity today? At least some of
the big players must believe today’s price is lower than next week’s.

If you follow this newsletter, you continue to hold a trend-following
ETF — see the 3 widely-held Nasdaq trend-following ETFs in the table

below (QQQ, QLD and TQQQ.)

If you buy individual stocks, you continue to look for strong stocks
breaking out of good bases to purchase.

e The Nasdaq closed at 6862.48 UP 1.1% with volume UP 8% for a
Major Accumulation day!

e The S&P500 closed at 2599.03 UP 0.7% with volume UP 11% for a
minor accumulation day.

e The Nasdaq distribution day count is a low 4 days of small price
drops — not enough to be concerned. The S&P500 has only 2
distribution days in the last 20 days. (10/25 and 11/14).

e The market picture looks strong.

The Uptrend continues.
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Download the FULL Armchair Investor newsletter _at:
www.Armchairlnvestor.com

Click on the Armchair Investor Current Newsletter tab

Thanks to those of you who wrote to agree with my comments of concern
about IBD’s Friday article on the “Super Growth” chart pattern. (You might
be as disappointed on IBD’s choices as | was, but there were valuable
industry facts included. See the “Additional Comments” section at the

FULL Armchair Investor newsletter):These 5 Top Stocks Are Carving This
'Super Growth' Pattern As S&P 500 Consolidates

Remember:
“The market continues in the direction its going until it doesn’t.”

The Armchair Investor Trend-Following Strategy
UPTREND- What to do now?

FOR TREND-FOLLOWING STRATEGY* INVESTORS (investing
in index ETFEs and critically important for investors in individual stocks):

e If you are a “TREND FOLLOWING” investor in ETFs, you could hold a
full position of a market-following ETF like the QOO in an Uptrend.
It's your choice how much of your portfolio you wish to put in a trend-
following ETF.

o If you decide to go with a double (QLD) or triple (TQQQ)
ETF, remember: a double or triple ETF goes up AND down
2 or 3times as fast as the underlying index. See their
prospectuses for more details.

e Investors buying individual stocks can also use the market trend
diagnosis to signal when it’s safer to invest in individual stocks
(Uptrend) or when it's prudent to wait (Downtrend).

o But notice that over the last 4 weeks the percent of stocks
with an A accumulation rating have dropped from 17% of
all stocks to 11%. This means finding stocks being heavily
bought is harder right now.

e Be sure to protect your portfolio by putting in STOPs as soon as
you get your confirmations of stock and ETF orders. The IBD
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standard is 8% below ideal buy price. But most important is that
you do everything you can to protect your portfolio from participating
in a large drop (even if you aren’t watching.)

o A stop-loss will automatically sell a stock when it drops below
your specified price even if you aren’t watching. Contact your
broker’s help-line to ensure you place the correct stop
order to accomplish your goals. (BTW: You don’t pay for a
stop order unless it is executed by a price drop. Then | am
happy to pay the small order fee to avoid a potentially larger
loss in the stock.)

e The information in this newsletter is for your education only.
e No recommendations are ever made in this newsletter.

DAILY MARKET ACTION

Index Index Volume Volume vs Accumulation Current Trend:
11/21/17 Close Chanage | Change 50-day or Distribution UPTREND
9 9 Avg. Day? Began 6/30/2016
Nasdaq 6862.48
S&P500 | 2599.03 | +0.7% ol ARl
accumulation
Minor
0,
e 12,385.88 S -0.5% accumulation
DJIA | 2359083 | +0.7% el
accumulation
An day points at heavy buying by institutional money managers - the mutual funds, pension

funds, banks, etc.
A BIEIRIEIoaN[elN day points at heavy selling by institutional money managers.
See additional notes on accumulation and distribution at the end of the FULL newsletter

A Major Day: Price RISES 1.0% or more with Volume 1.0%+ higher than the day before
A Minor accumulation Day: Price RISES 0.2% but less than 1.0% and Volume is strong (either 1.0+% higher

than the day before or is well-above average volume)
A Major [BISINRIEINANIGIN Day: Price FALLS 1.0% or more and Volumel.0+% higher than the day before.

A Minor distribution Day: Price FALLS 0.2% but less than 1% and Volume is strong (either 1.0+% higher than
the day before or is well-above average volume)

Distribution indicates institutions are selling their stock. The standard mathematical requirements for
distribution days are shown above.
And there are additional types of distribution days that show substantial selling such as happened on
Monday June 27, 2016, when the market fell 2.4%, closed near the bottom of the day’s price range but had
lighter volume. The volume was still a strong 31% above average. In total, the day was heavy selling and
labeled distribution (6/27/2016 was the second day of the market's heavy selling response to England’s vote to
leave the European Union.)

CURRENT TREND: There are two trends (UPTREND and DOWNTREND). But because most tops are
rounded and happen over a couple of weeks or more, we find it useful to modify the Uptrend into “Uptrend
under PRESSURE” when the distribution count gets uncomfortably high.

For more detailed explanation of Accumulation and Distribution days, please jump to the end of the FULL
newsletter which can be downloaded at www.Armchairlnvestor.com .
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MARKET ACTION 2017 YEAR-TO-DATE

11/21/17 2016 Closing Index Current Price Ir\]((i;);-tgt]ggt%e
Nasdaq 5383.12 6862.48
S&P 500 2238.83 2599.03
NYSE Comp 11,056.90 12,385.88
DJIA 19,762.60 23,590.83

LAST WEEK’S MARKET ACTION

Volume % Velime
11/17/17 Index % Change Above/ Below Type of Week
Change
10-week Avg.

Nasdaq +0.5% -7.9% Neither
S&P 500 -0.14% S&P 500 _Volume Neither

NYSE -0.16% 5.3% Neither

DJIA -0.3% Neither

The "TYPEs OF WEEK” are:
ACCUMULATION WEEK  Price RISES 0.2% or more and Volume RISES 0.2% or more
DISTRIBUTION WEEK Price FALLS 0.2% or more and Volume RISES 0.2% or more
Another type of DISTRIBUTION(*): WEEK Price FALLS 0.2% or more & Volume is 15% or more above average even
without an increase in volume.
The NYSE volume is used for the S&P500 and NYSE Composite.

UEt.IfE:d Armchair Investor Trend-following Returns for Current Uptrend
. . PROFIT/LOSS from
112117 | OPEUNG PHCEON | rogay's Price ET';OC(;‘:”ge 6/30/2016 Signal:
Y “Market in UPtrend”
QQQ (1x) $107.49 $155.50
QLD  (2%) $35.57 $73.04
TQQQ (3x) $48.08 $138.19

The ETF QQQ is designed to move WITH the largest 100 stocks on the Nasdaq. QLD is designed to double the price move of the
QQQ. The TQQQ is a more volatile Visit Proshares.com for more information.




HOW CLOSE ARE THE INDICES TO ALL-TIME HIGHS THRU

11/20/2017
11/21/2017 Nasdaq S&P500 NYSE DJIA
Date of Index Recent High
(Green boxes indicate today was a 11/16/2017 11/7/2017 10/23/2017 11/7/2017
NEW HIGH)

Index Recent High 6806.67 2597.02 12433.80 23602.12
Current Price 6862.48 2599.03 12385.88 23590.83

Below (-) or Abcz(\;oe) (+) Recent High +0.8% +0.1% -0.4% -0.0%

Below () or Abo(‘g‘ (+) Recent High +55.81 +2.01 47.92 -11.29

PROGRESS IN ACCUMULATION/DISTRIBUTION RATINGS

A B c D E Cour(1:)tvoefr ?SOCkS
4 weeks ago 10/24 16% 43% 21% 15% 6% 6353
3 weeks ago 10/31 13% 41% 21% 18% 7% 6348
2 weeks ago 11/7 15% 41% 20% 16% 8% 6347
1 week ago 11/14 11% 37% 22% 20% 9% 6338
Today 11/21 12% 39% 22% 19% 9%
763 2454 1391 1210 541 6359




DAILY AND WEEKLY NASDAQ & S&P500 CHARTS
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The above charts are from StockCharts.com, a valuable site for investors with many free tools.

ON THE DAILY CHARTS: The price 20-day, 50-day and 200-day moving averages are shown. If
you don’t see the 200-day price moving average, it is too far away from the price bars to show. But
stay tuned — it will move onto these charts when the market direction changes.

Also, the 50-day moving average volume is shown. The daily charts cover 3-months of data

ON THE WEEKLY CHARTS: The price 10-week & 40-week moving averages and the 10-week

volume moving average is shown.
Also, the 10-week moving average volume is shown. The weekly charts cover 1-year of data.




MARKET FACTORS, COUNTS & RATINGS 11/21/2017
Type of DAY for Nasdag
Major (1%/1%) Accumulation, Distribution or Neither
Market Direction
Uptrend, Under Pressure, Downtrend, or Attempted Uptrend
ALL Accumulation & Distribution Days AEEITIIETED | B To e
Days Days
20-day count of NASDAQ All Accumulation & Distribution days 4 4
Note: The sum of the larger price moves of the 4 accumulation days has equal or
greater impact than the small price drops on the 5 distribution days
Count of Up Days and Down Days Down Days
(Last 10-days on the Nasdaq) 2
If the Nasdaq does not move a significant amount (more than 0.2% ), those days
are not included in the Up/Down count which does not, therefore, always add up to
10 days.

Ratio of Leaders Up versus Down with High Volume
(10-day ratio)

This indicator looks at leading stocks (high RS) and is, thus, biased to the upside.
Uptrend indicator: 1.5 or higher. Neutral: 1.0 to 1.49. Downtrend: less than 1.0

Market Accumulation/Distribution Ratings Nasdaq C+

"A": heavy accumulation, "B": moderate accumulation, "C": neutral, "D":
Lo P +

moderate distribution, "E": heavy distribution. S&P 500 c
Accumulation = Institutions are BUYING, Distribution = Inst are SELLING DJIA B
Are Major Indexes Above or Below Moving Averages? 50-Day 200-Day

Nasdaq
S&P 500
NYSE
DJIA

"At" is within 1% above or below the moving average.




MARKET ACTION (Nasdaq) OVER THE LAST 20 DAYS
(For a full explanation of the terms in this table see end of this newsletter)

Current CONSISTENT
# Date Nasdaq | Index % | Volume % | Trend Type_of D_ay Accur_nulation, WITH:
Close | Change | Change Day Distribution or Neither (—) UPTREND or
Count Downtrend?
MARKET IN UPTREND
20| 10/25/17 | 6563.89 | -0.5% | +20.9% Minor distribution day DOWNTREND
19| 10/26/17 | 6556.77 | -0.11% -4.3% — —
18| 10/27/17 | 6701.26 +14.9% UPTREND
17| 10/30/17 | 6698.96 | -0.03% | -16.8% — —
16| 10/31/17 | 6727.67 | +0.4% | +1.4% Minor accumulation day UPTREND
15| 11/2/17 | 6716.53 | -0.17% +0.5% — —
14| 11/2/17 | 6714.10 | +0.04% | +10.80% — —
13| 11/3/17 | 6764.44 | +0.7% -4.9% — DOWNTREND
12| 11/6/17 | 6786.44 | +0.3% -0.17% — —
11| 11/7/17 | 6767.78 | -0.3% +0.8% Minor distribution day DOWNTREND
10| 11/8/17 | 6763.35 | +0.3% +2.4% Minor accumulation day UPTREND
9 11/9/17 | 6750.05 | -0.6% +5.5% Minor distribution day DOWNTREND
8 | 11/10/17 | 6750.94 | -0.09% -11.5% — —
7 | 11/13/17 | 6757.60 | +0.10% | +0.00% — —
6 | 11/14/17 | 6737.87 | -0.3% +1.2% Minor distribution day DOWNTREND
5 | 11/15/17 | 6706.21 | -0.5% -3.6% — UPTREND
4 | 11/16/17 | 6793.29 +4.8% UPTREND
3 | 11/17/17 | 6782.79 | -0.15% -0.05% — —
2 | 11/20/17 | 6790.71 | +0.12% -9.2% — —
1 | 11/21/17 | 6862.48 +8.1% UPTREND




ADDITIONAL COMMENTS on MARKET DIRECTION
and INVESTING IN INDIVIDUAL STOCKS

More detailed comments on market direction and technical analysis for individual stocks

TUESDAY: Leader stocks are those of good size with
strong financials which have been outperforming the
market.

On Friday, | explained:
Leader stocks can reveal the heart of the market. What did
the leader stocks say last week? A powerful positive
statement of market health:
e 21 leader stocks rose with high volume (good news).
e 10 leader stocks fell with high volume (bad news).

Tuesday’s positive price-volume action may hint at next
week’s market moves once the traders return after the

holiday.

A NOTE OF APPRECIATION FOR YOUR POSITIVE REACTIONS TO MY
WEEKEND COMMENTS ON AN IBD ARTICLE. Your responses were
overwhelmingly in agreement with my disappointment in that article. And,
“‘yes,” you can still follow these stocks for fundamental reasons and wait for
good price breakouts. The industry information in the article was valuable.

THE WEEKEND ARTICLE ON INDIVIDUAL STOCKS:

Ed Carson of Investors Business Daily’s staff wrote an exciting article
with 5 stocks that area close to breaking out, These 5 Top Stocks Are
Carving This 'Super Growth' Pattern As S&P 500 Consolidates.
(SPOILER ALERT: The “super pattern” is the flat base.)

| found their description of why a flat base forms quite interesting.

But | was not overwhelmed by the five profiled stocks (SCHW, ETFC,
PXS, VNTV, OLLI). Some thoughts/concerns:

e SCHW has a 74 RS rating. Look at its RS line and you will see a
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series of lower highs over 2017. I’'m no excited.

e ETFC has all A or high B key ratings. But my concern is the
quarterly and estimated 2017 EPS. The 2016 quarterly earnings
were +48%, +92%, +59% and +53%. Those great results were
part of what caused the EPS Growth Rate to be 31% per year.
BUT look at 2017 so far: +12%, +8% and +8%. [FYI, Do not add
the quarterly EPS results together — average them!)

The 2017 total EPS is estimated at $2.26, a disappointing 21%
rise compared to the 31% historical rise. But I’'m not sure how
SCHW will get to even that total. The first 3 quarters this year
($0.48, $0.52 and $0.55) add up to $1.55. That means the fourth
qguarter (which has been soft recently) would have to be a 53%
rise to $0.71 to meet the $2.26 estimate for 2017!

e PXS does not meet CAN SLIM ratings minimums but Berkshire
Hathaway has 16% ownership. Warren Buffet does have a good
nose for long-term winners.

e VNTV’s RS line has really dropped during this base. Can it bring
the RS line back into respectable range by the breakout?

e OLLIIis a base-on-base stock that will not get earnings until 12/7.
Friday’s 2.5% rise with volume 37% above average is a strong
statement. It could break out before next Thursday (the start of
the two weeks caution period before the next earnings release
date). Will the Accumulation/Distribution rating get back into
the Bs?

Remember:

The market and stocks continue in the direction they are going,
until they don’t.
IF YOU LIVE IN THE DALLAS-FORT WORTH AREA—
NO Armchair Investor classes this week.
Happy Thanksgiving!

Please join us for an Armchair Investor class next week: 11/27 — 29.
Each weekly class is given three times to accommodate different
schedules. Come as my guest to see if this ongoing class is your




answer to how to get better at stock market investing.
COME TO YOUR FIRST CLASS FREE, AS MY GUEST.
SEE THE ARMCHAIR INVESTOR CLASS SCHEDULE

AND CONTACT INFORMATION
AT THE END OF THIS NEWSLETTER.

This market is one of the quietest, most steadily-rising
markets I’ve ever had the pleasure to make money in.

HOW TO FIND BEST STOCKS: If you are a MarketSmith subscriber,
you can catch some great stocks from the MarketSmith Growth 250
list by searching the list for your price, volume and IBD Rating
requirements. You can also look at a list of stocks that break out each
day, and stocks that recently broke out. We found some great
winners in those lists in today’s Armchair Investor classes in Dallas.

Without MarketSmith, go to the IBD50 list - a great place to start and
is available every day on the www.investors.com web page under
Stock Lists — IBD 50. (This list is the primary place | got my new stock
ideas for the first two years of investing — before | made enough
money to pay for MarketSmith.)

A FEW OF MY BEST INVESTING RULES:

#1 Investing Rule: PROTECT YOUR PORTFOLIO WITH AN 8% STOP

| don’t care how much | love a stock or its story. When it is going down, |
am losing money. And, yes. You may have chosen a tighter 7% or 6%
stop. The most important aspect of this first rule is:

CHOOSE YOUR STOP & LIVE BY IT — NO EXCUSES!

And you don’t have to wait for your stock to fall to the stop to sell it. A
concentration of distribution is a good reason to get out wherever it
happens!
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#2 INVESTING RULE: TRADE IN THE DIRECTION OF THE CURRENT
MARKET

only And remember (I just can’t say it enough times):

1) WATCH YOUR INVESTMENTS CLOSELY:

DON’T LOSE YOUR GAINS: Sell any stock that is showing a
concentration of distribution (selling) days. Or breaking below
your stop (NO arguments — GET OUT!)

2) In all markets, BUILD YOUR WATCH LIST of great stocks near buy
points so you know where to look when you have money to invest

If you need cash for a hot new breakout, consider selling a stock
that you bought but hasn’t taken off. It could have a good story but is
languishing near its buy point or it might have already round-tripped —
risen from a good buy point and bombed back to or below the buy

price.
Don’t be afraid to take a small loss. It’s a lot better than a big one!




EXPLANATION OF TERMS FOR THE

MARKET ACTION OVER THE LAST 20 DAYS

Four weeks of price and volume action reveal much about the direction of the market and
the strength of that movement.

Price Volume
Healthy Uptrend Strong Action Up ¢ ¢ Up
Price-Volume - -
Movement Weaker Action Down D D Down
Healthy Downtrend Strong Action Down D g Up
Price-Volume- -
Movement Weaker Action Up C D Down

The chart below identifies the market direction indicated by the Nasdaq'’s price and volume action for the
last 20 days at two levels of significance.

S eel0)\V G Ry R el\ViplsyRRdI=19aR el \Ne{elHEIVIN} - TELLS YOU WHERE THE BIG MONEY IS GOING

The listing includes: the date, Nasdaq closing price and percent change of the Nasdaq price and volume.
e The next column identifies days that were Major Accumulation (serious UPTREND indicator) or
Major Distribution (serious Downtrend indicator) using the 1% minimum rise or fall with higher
volume.
e Minor accumulation and minor distribution days are also identified — days that moved 0.2% or
more but less than 1%.

gelol\SIEyE AR gk~ THE SUBTLE, BUT TELLING MOVES
The last column is an UPTREND /Downtrend indicator.

Think of a healthy Uptrend. It will have many days where the index rises with increased volume as
institutions buy as much as they can at today’s low prices

But even in the most robust Uptrend, not every day will be up. In any Uptrend, there will be some down
days. If they have higher volume, then the day becomes a distribution day but if the volume is lighter (as
frequently happens in an Uptrend), then the down day is NOT a distribution day. In fact, a drop on lighter
volume says the market is NOT selling off heavily — good news and consistent with the Uptrend.

Using the Healthy UPTREND/DOWNTREND price and volume movement listed above.

e For example, if the Nasdaq’s closing price rose 0.7% and the volume rose 2%, the day is “consistent
with” the price-volume action of a Healthy UPTREND.

e |f the price drops 0.5% and the volume rises 1.2% (down and up), that movement is “consistent with”
the price-volume action of a Healthy Downtrend as indicated in the table above.

e Anyindex change less than + or — 0.2% or volume change less than + or — 0.2% has no “consistent
with” notation. Price and volume movements that small is not “significant” — not strong enough to tell us
about the market movement.




ARMCHAIR INVESTOR WEEKLY CLASS
SCHEDULE

Join us for an ARMCHAIR INVESTOR class.

A new class is written every week based on what is happening in the market right
then. I call it “just in time training.” News you can use!

Be my gquest (FREE) if you have not visited in the last six months.
Please confirm your attendance with me - (guest seating limited). See below — thanks!

The 2017 ARMCHAIR INVESTOR classes schedule (please verify with Charlotte to be sure of this
week’s schedule):

NO CLASSES WEEK OF NOVEMBER 20 — 22. Happy Thanksadiving.

Mondays 6:00 — 8:00 p.m. ###Note the new, earlier start time of 6 p.m. — Let’s all get home
earlier to get more sleep! We meet at the Barnes & Noble bookstore on the northwest
corner of Royal & Preston, 5959 Royal Ln, Dallas 75230

Tuesdays 3:30-5:30p.m. We meet at the Barnes & Noble bookstore on the northwest corner
of Royal & Preston (northwest corner), 5959 Royal Ln, Dallas 75230

Wednesday 10:00 am — noon, Barnes & Noble, on Beltline just east of Montfort,5301 Beltline Rd,
Dallas 75254 (in Addison with Dallas mailing address).

o Guest attendance is limited. To reserve a complementary chair at this class, please
call to confirm the time and location (we take two weeks off each quarter). And we need
a head count to print the correct number of workbooks with all the articles and charts we
review.

Call or text me at 214-995-6702 to schedule your FREE visit (new visitors only) to an
ARMCHAIR INVESTOR class.

TO REGISTER FOR THE COMPREHENSIVE, SINGLE SUBJECT
ARMCHAIR INVESTOR WORKSHOPS
OR TO VISIT AN ARMCHAIR INVESTOR CLASS:

CALLor TEXTCharlotte Hudgin at 214995-6702

Wishing you "Many Happy Returns,"
Charlotte Hudgin, 214-995-6702, Editor, the Armchair Investor

DISCLAIMER, “Buyer Beware” WARNING:

This newsletter shares the ideas | use in my investing. It is not investing advice but
should be taken as education only. Your investment decisions are your responsibility




as are the results. If you are not comfortable with or do not understand a strategy
completely, | recommend that you paper-trade until you are successful and can
sleep at night.

Questions may be submitted to editor@armchairinvestor.com
Some of your questions will be used in future newsletters.

Armchair Investor, P.O. Box 671146, Dallas, TX 75367, USA

Additional notes and definitions follow:
EXAMPLE OF ACCUMULATION AND DISTRIBUTION WITH
EXPANDED EXPLANATION OF TERMS:

Today’s Market Action with explanation

5 Current Trend:
Index Index % Volume % Volume vs Accumulation or

2/5/16 DOWNTREND
Began 1/4/2015

Close Change Change 50-day Avg Distribution Day?

Nasdaq 4363.14

S&P500 1879.92 Neither

NYSE 9.390.33 Neither

DJIA 16,204.62 Neither

A Major Accumulation Day: Price RISES 1.0% or more and higher Volume than the day before
A Minor accumulation Day: Price RISES 0.2% or more and Volume is strong (either higher volume or is
well-above average volume)

A Major Distribution Day: Price FALLS 1.0% or more and higher Volume than the day before.
A Minor distribution Day: Price FALLS 0.2% or more, Volume is strong (either higher volume or is well-
above average volume)

A Stalling minor distribution Day: Only in an up-trending index or stock, price is FLAT or DOWN
slightly compared to the day before, closing in the bottom half of the day’s range and volume is heavier or
about equal to the day before or strong compared to the past market. It's the price closing low in the
day’s range after an uptrend that is the key for this designation. Price close to flat and higher or consistent
volume indicates the big money (institutions: mutual funds, banks, etc.) are gently selling, trying to sneak
out so you won'’t notice.

** The “CURRENT TREND” column calculates how far each index has moved in the current trend
assuming you purchased the index (which is not buyable) at the opening price on the day after the trend
change signal.
«When this column is GREEN, the index has moved in the direction of the market trend.

+HOWEVER, when this column is RED, the index change has fallen into negative territory (which could be a
rise during a Downtrend)

An BECUMULEATION day points at heavy buying by institutional money managers - the mutual funds, pension funds,
banks, etc.
A BIEBRIBEEIEN day points at heavy selling by institutional money managers.




