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 Armchair Investor(SM) MANTRA 
¶ BE IN THE MARKET WHEN IT'S GOING UP. 
¶ BE OUT OF THE MARKET WHEN IT'S GOING DOWN. 
¶ PROTECT YOUR PORTFOLIO WITH AN 8% STOP LOSS 

MARKET DIAGNOSIS: ALWAYS FIRST!!!  
ARMCHAIR INVESTOR STRATEGY IS UP 43.8% 

SELLING RULES PART 2: 
ANALYZING STOCKS FOR WEAKNESS - 
DISTRIBUTION DAYS 

USING MARKETSMITH TO FIND HOT 
STOCKS! 

  FINDING THE BEST STOCKS TO BUY, 
HOLD, SELL, OR WATCH RIGHT NOW! 

YOUR EVALUATION ς THANK YOU! 

Working together to achieve higher returns in life   

¢Ƙƛǎ ǿŜŜƪΩǎ DǳǊǳ wǳƭŜ:  
A concentration of  distribution 

days can signal when to sell. 

# copies B&W, single sided, stapled upper left landscape, 3-hole punched THANK YOU  

Armchair Investor 

My goal:  Is not to give you the fish  

 But to teach you how to fish 

7/13/2020 

https://www.google.com/url?sa=i&url=https://www.123rf.com/photo_69051959_stock-vector-illustration-of-little-boy-fishing.html&psig=AOvVaw0T8vnVLGYtc0IcJPtZZV6W&ust=1591738272573000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCKDS1KaV8-kCFQAAAAAdAAAAABAK
http://clipart-library.com/clipart/1098165.htm


STOCKS TO BUY, HOLD, SELL, SHORT OR WATCH NOW  
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Market Action Closing Price Index % Change Vol % Change 
Accumulation or 

 Distribution Day ? 

Nasdaq 10,536.27 +1.7% -0.9% Neither 

S&P 500 3239.51 +0.7% 
NYSE VOLUME  

+10.9% Minor accumulation 

MAJOR ACCUMULATION:  Price = +1%  and Volume  Higher              MAJOR DISTRIBUTION:  Price = -1%  and Volume  Higher 
Minor ACCUMULATION:    Price = +0.2 to 1%  and Volume Higher    Minor DISTRIBUTION:    Price = -0.2 to 1%  and Volume  Higher 

Nasdaq:   Above/Below 50 M.A.  Market in:    Uptrend / Downtrend 
 Above/Below 200 M.A.  Max Distribution Day count:____ 

# LEADERs    
      Up=       _____  

Down= _____  

00 

Nasdaq 

50-day moving average line      

200-day moving average line 
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Key Lesson:  

Most markets and stocks 

fall faster than they rise. 
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As we transition to charging for the Armchair Investor newsletter, you may get one 

month of the Armchair Investor newsletter for FREE!  

Go to ArmchairInvestor.com and register! 

ARMCHAIR INVESTOR TREND-FOLLOWING RETURNS All Trades In 2020 

Market 

Direction 

Signal Change 
Direction Action # Days Price 

% GAIN Each Trend 

(See note) 

Armchair Investor 

GAIN In 2020 

12/31/19 Uptrend Hold the QQQ 55 $212.61  +4.3% +4.3% 

2/24/20 

Uptrend 

under 

Pressure 

Sold QQQ. Wait in 

CASH 
3 $221.84  +0.0% +4.3% 

2/27/20 Downtrend Bot PSQ at Open 38 $24.65  +5.6% +10.2% 

4/6/20 Uptrend 
Sold PSQ. Wait in 

CASH 
2 $26.03  +0.0% +10.2% 

4/8/20 Uptrend Bot QQQ at Open 111 $198.08 +31.3% +44.7% 

7/27/20 (End of Day)     $260.12     

        
TOTAL  % Growth in 

2020 
+44.7% 
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UPTREND DOWNTREND   

What was the last  
< market turning signal? > 

SCORE: 
  

SCORE: 
  

7/24 Up/Down Ratio= 1.4 

7/24 Nasdaq Index = C- 

REMEMBER: "THE MARKET CONTINUES IN THE DIRECTION ITõS GOING 
UNTIL IT DOESNõT." 

  HEAVY DISTRIBUTION/20 days      0 

__ Distribution days/20 days  ( 0.2%)         0 

__ DOWN days in last 10 days(< -0.2%)      0 

Leaders UP/DOWN 10-day ratio(<1.5 (Weak)0 

Nasdaq Accumulation/Dist rating=D or E    0 
Nasdaq BELOW 50-day moving average      0 

Nasdaq BELOW 200-day moving average    0 
In DOWN channel or BELOW up channel    0 
 

Waiting in 
CASH 

 0 A FOLLOW-THROUGH DAY é..or>> 

0 __ Accumulation days/20 days (0.2%) 
0 __ UP days in last 10 days (>0.2%) 

0 Leaders UP/DOWN 10-day ratio(Uptrend>=1.5) 

0 Nasdaq Accumulation/Dist rating = A or B 

0 Nasdaq ABOVE 50-day moving average 
0 Nasdaq ABOVE 200-day moving average 

0 In UP channel or ABOVE down channel 

Which way will the 

market scale swing? 

A/D:   S&P500 Index =  C- 
DJIA Index =  C+ 

Working together to achieve higher returns in life Armchair Investor 

This week, are you 

a BULL or a BEAR 

or waiting in 

CASH? 

X 
X 
X 
X 
X 
X 
X 
X 

9 0 

5

4 
2

2 



Working together to achieve higher returns in life 
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---- HISTORICAL TABLE SHOWING A STRONG UPTREND--- 
(For a full explanation of the terms used in  this table see end of this newsletter 

# Date Close 
Index % 

Change 

Volume 

% Change 

Current 

Trend 

Day 

Count 

Type of Day: 

Accumulation, 

Distribution or  

Neither (ð) 

CONSISTENT WITH: 

UPTREND OR 

DOWNTREND? 

20 5/11/20 9192.34 +0.8% +3.6% 27 Minor accumulation UPTREND 

19 5/12/20 9002.55 -2.1% +9.9% 28 Major Distribution DOWNTREND 

18 5/13/20 8863.17 -1.6% -1.6% 29 ïï UPTREND 

17 5/14/20 8943.72 +0.9% -7.0% 30 ïï DOWNTREND 

16 5/15/20 9014.56 +0.8% +7.3% 31 Minor accumulation UPTREND 

15 5/18/20 9234.83 +2.4% +4.5% 32 Major Accumulation UPTREND 

14 5/19/20 9185.10 -0.5% -5.4% 33 ïï UPTREND 

13 5/20/20 9175.78 +2.1% +3.3% 34 Major Accumulation UPTREND 

12 5/21/20 9314.63 -0.7% -15.4% 35 ïï UPTREND 

11 5/22/20 9324.59 +0.4% -2.6% 36 ïï DOWNTREND 

10 5/26/20 9340.22 +0.17% +20.1% 37 ïï ïï 

9 5/27/20 9412.36 +0.8% +6.2% 38 Minor accumulation UPTREND 

8 5/28/20 9299.32 -0.4% -9.6% 39 ïï UPTREND 

7 5/29/20 9489.87 +1.3% +15.6% 40 Major Accumulation UPTREND 

6 6/1/20 9552.05 +0.7% -16.6% 41 ïï DOWNTREND 

5 6/2/20 9608.38 +0.6% +2.5% 42 Minor accumulation UPTREND 

4 6/3/20 9682.91 +0.8% +17.8% 43 Minor accumulation UPTREND 

3 6/4/20 9615.81 -0.7% +30.9% 44 Minor distribution DOWNTREND 

2 6/5/20 9814.08 +2.1% +5.5% 45 Major Accumulation UPTREND 

1 6/8/20 9924.74 +1.13% -3.7%* 46 Major Accumulation UPTREND 



Working together to achieve higher returns in life 

  

 

MARKET ACTION (Nasdaq) OVER THE LAST 20 DAYS 

(For a full explanation of the terms used in  this table see end of this newsletter 

# Date Close 
Index % 

Change 

Volume % 

Change 

Current 

Trend Day 

Count 

Type of Day: 

Accumulation, 

Distribution or  

Neither (ð) 

CONSISTENT 

WITH: UPTREND 

OR 

DOWNTREND? 

20 6/26/20 9757.22 -2.6% +47.2% 60 Major Distribution DOWNTREND 

19 6/29/20 9874.15 +1.2% -36.7% 61 ïï DOWNTREND 

18 6/30/20 10058.77 +1.9% +2.3% 62 Major Accumulation UPTREND 

17 7/1/20 10159.72 +1.0% -0.1% 63 ïï ïï 

16 7/2/20 10207.63 +0.5% -8.2% 64 ïï DOWNTREND 

15 7/6/20 10433.65 +2.2% +6.1% 65 Major Accumulation UPTREND 

14 7/7/20 10343.89 -0.9% -0.4%** 66 ïï** UPTREND** 

13 7/8/20 10492.50 +1.4% -7.1% 67 ïï DOWNTREND 

12 7/9/20 10547.75 +0.5% +0.18% 68 ïï ïï 

11 7/10/20 10617.44 +0.7% -12.7% 69 ïï DOWNTREND 

10 7/13/20 10390.84 -2.1% +38.0% 70 Major Distribution DOWNTREND 

9 7/14/20 10488.58 +0.9% -12.2% 71 ïï DOWNTREND 

8 7/15/20 10550.49 +0.5% +8.6% 72 Minor accumulation UPTREND 

7 7/16/20 10473.83 -0.7% -8.0% 73 ïï UPTREND 

6 7/20/20 10767.09 +2.5% -4.5% 75 ïï DOWNTREND 

5 7/21/20 10680.36 -0.8% +5.6% 76 Minor distribution DOWNTREND 

4 7/22/20 10706.13 +0.2% -5.8% 77 ïï DOWNTREND 

3 7/23/20 10461.42 -2.3% +8.7% 78 Major Distribution DOWNTREND 

2 7/24/20 10363.18 -0.9% -4.8% 79 ïï UPTREND 

1 7/27/20 10536.27 +1.7% -0.9% 80 ïï DOWNTREND 
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SELL SIGNAL: HEAVY DISTRIBUTION 
  
If a stock's price falls persistently on heavy volume, it usually signals a shift in 

professional investor sentiment in which sellers predominate, making any price 

advances more difficult. Distribution is counted in days. 

  

Your daily journal of your stockôs price-volume action and your analysis will identify 

concentrations of Distribution. A price movement of 1% or more on 1+% increase in 

volume is a Major Distribution day. I call them ñBIG Dò distribution days. 

 

Smaller moves with increased volume indicate minor distribution days and these 

definitely add into the equation. 

 

I use these Big D Distribution concentrations as  a SIGNAL to ANALYZE FURTHER: 
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Offensive Selling for a Profit 



Defensive Selling Rules: 

SELLING TO PROTECT YOUR PORTFOLIO 
 

ü Minimize Losses 

If your stock drops 7 ς 8% below your purchase price, sell it. 
PERIOD!  

Á Take your ball home so you can come back and play another 
day. 

Á Winning stocks rarely drop 8% below their proper buy price. 

Á This stop is set ς NOT a trailing stop.  

 

Note:  40% of winning stocks breakout and then return back to 
their buy points or slightly below before taking off again. 
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Last Meeting: #1 BUYING RIGHT SOLVES MANY OF YOUR SELLING 

PROBLEMS 



SELLING TO PROTECT YOUR PORTFOLIO όŎƻƴǘΩŘύ 
 

ü You do not have to wait for a 7 ς 8% loss to sell 
 

Á The 7 -8% drop sell rule requires no analysis ς just do it! 

Á .ȅ ŀƴŀƭȅȊƛƴƎ ǘƘŜ ǎǘƻŎƪΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƻƴ ŀ Řŀȅ-to-day basis, you 
might often get out earlier  

Å Aim at selling at a 4 - 6%  loss if the price-volume action is 
weak. 

Å You can always buy the stock right back if it turns around and 
goes back up. 
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Defensive Selling Rules 

Remember the  Turkey Trap Story: 

Donôt wait for a better time to take a profit.  

Take a profit when the stock starts to show  

weaknesses. 



Homework ς Yeah!!!!  Get Rich Work ς Yeah!!!! 
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Stock/Index Name:           
Your Name:                                                                                       Page # ___ 

  
Date Close 

Close % 
change 

Volume 
Vol % 

change 
Type of Day 

Your Comments: How strong was the day's P-V? Moving averages, 
Ratings... 

-1 /            
Price & Volume the day before you bought the stock  

0 /            
The day you bought the stock 

1 /            
First 5ŀȅ ȅƻǳ άƻǿƴŜŘέ ǘƘŜ ǎǘƻŎƪ  

2 /              

3 /              

4 /              

5 /              

6 /              

7 /              

8 /              

9 /              

10 /              
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The Tulip Mania of  the 1600s 

In the 1600ôs, the world went crazy for tulips 

ï pushing up the price ï making overnight 

millionaires. Others got greedy and joined in, 

pushing prices up higher 

Prices skyrocketed, and tulip bulbs were 

traded around fast and furiously for vast 

sums. One trade on record illustrates the 

comparative value of these flowers: 

Two lasts of wheat, four lasts of rye, four 

fat oxen, eight fat swine, twelve fat sheep, 

two hogsheads of wine, four casks of beer, 

two tons of butter, a complete bed, a suit 

of clothes, a silver drinking cupé all 

together valued at 2,500 florins, and 

traded for a single Viceroy tulip bulb!  

[= to $500,000 today] 

é and the Viceroy variety was fetching half 

the value of the coveted Semper Augustus 

bulb. 

Conclusion:  

You can make lots of money if 

you understand the psychology 

of the ñMadness of Crowds.ò 

Millions were made and lost 

overnight. 



STOCKS TO BUY, HOLD, SELL, SHORT OR WATCH NOW  
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The Tulip Mania of  the 1600s 

Brueghelôs painting is a satirical 

commentary on speculators during the time 

of "Tulip Mania", an economic bubble that 

centered around rare tulip bulbs. Monkeys 

in contemporary 17th century Dutch dress 

are shown dealing in tulips.  

At left, one monkey points to flowering tulips 

while another holds up a tulip and a moneybag. Bulbs are weighed, money is 

counted, a lavish business dinner is enjoyed. 

 The monkey at left has a list of rare tulips, his sword denotes upper class status. 

Farther back, a monkey sits like a nobleman astride a horse. One in mid-foreground 

draws up a bill of sale; the owl on his shoulder symbolizes foolishness and ignobility.  

Brueghel is not only ridiculing tulip speculators as brainless monkeys and the folly of 

speculating in such a transient thing as a mere bloom.  

At right, a monkey urinates on the now worthless tulips; fellow speculators in debt 

are brought before the magistrate or weep in the dock. A frustrated buyer brandishes 

his fists, while at the back right a speculator is carried to his grave. 
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http://www.investorsalvation.com/ 

Investor Psychology 
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Do you control your 

emotions?  

Or do your emotions control 

you? 



When you purchase a stock, document the stock ASAP: 

Ç Fill out your Purchase Tracking Sheet 

o Purchase information 
Á Date 
Á Purchase Price (after confirmation) 
Á # shares 
Á Defensive sell range 
Á Profit consideration sell range 
 

Once you purchase a stock, selling it will be based on: 
ü ǘƘŜ ǎǘƻŎƪΩǎ ǇǊƛŎŜ-volume performance, 

ü the market direction and performance, and 

ü to a lessor extent, the industry group performance, 

ü Do NOT sell based on the strengths, weaknesses or flaws of your 
initial purchase.  

Tracking Your Stocksô Health 
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9ǾŜǊȅ ǎǘƻŎƪ ǘƘŀǘ ƛǎ ǇǳǊŎƘŀǎŜŘΧ ǿƛƭƭ ōŜ ǎƻƭŘ. 
 

But not every stock wins ς even if purchased correctly. 

¸ƻǳ ōǳȅ ŀ ǎǘƻŎƪΧΦΦƘƻƭŘ ǘƘŜ ǎǘƻŎƪΧΦΦǎŜƭƭ ǘƘŜ ǎǘƻŎƪΦ 
 

How do you know when to sell?  

ü Every nightΥ wŜǾƛŜǿ ȅƻǳǊ ǎǘƻŎƪǎΩ ŎƘŀǊǘ ŀŎǘƛƻƴ 

ÁPrice & Volume 

ÁAccumulation/Distribution days 

ÁbƛƎƘǘƭȅ ŎƻƳƳŜƴǘ ŀōƻǳǘ ǘƘŜ ŘŀȅΩǎ ŀŎǘƛƻƴ 

ÁAnswer 2 questions: Is it time to _______? Is it time to  ______ 
_______? If the answer to both questions is no, then you 
__________________________. 

 

ü Every weekΥ wŜǾƛŜǿ ȅƻǳǊ ǎǘƻŎƪǎΩ ŜƴǾƛǊƻƴƳŜƴǘ 

ÁNews about the stock including financials and RS 

ÁIndustry group news and RS rating 

ÁAnything else that catches your attention 

Tracking Your Stocksô Health 
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REVIEW OF SELLING RULES 1 ï HTMMIS: SUCCESS STORIES 

Simple Sell Rules  
 

Take most profits at 20 to 25%  (Bad rule) 

 

The reason IBD says most stocks should 

be sold at 20 to 25% gains is because 

many stocks will slow down, consolidate 

their gains to build another base at that 

point. Many individual (inexperienced) 

investors will see the sideways action and 

exit. 

 

(Hold rule) é.unless a stock runs up 

20% in 2 to 3 weeks, and then it must be 

held after its breakout for eight weeks. 

IBD studies show that some of the 

marketôs biggest leaders will have a sharp 

advance before heading even higher, so 

holding onto these potential big winners is 

important.  

 

 

Note on #0 
 

I hate this IBD rule and 
disagree with it ς almost 
violently! 
 
This is a good rule for a 
beginner who cannot see good 
price-volume action  versus 
bad price-volume action. 
 
L ŀƭƭ ǘƘƛǎ ǘƘŜ άƛŘƛƻǘέ ǊǳƭŜΦ 
 
I NEVER sell a stock just 
because it rises 20-нр҈Φ όLǎƴΩǘ 
rising good? 
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REVIEW OF SELLING RULES  ï HTMMIS: SUCCESS STORIES 

CORRECTION: MOST OF THESE RULES ARE NOT RULES! 

They are ñwarningsò of stock weakness. Add several together to get a sell 

signal 

 

A stock may be topping (and therefore sold) if it has:  
 

1. Greatest weekly price spread.  

On a weekly chart of a stock with a big weekly gain, consider selling if the 

spread from the absolute low to the absolute high of the week is wider than 

any price spread in any week so far.  
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REVIEW OF SELLING RULES 1 ï HTMMIS: SUCCESS STORIES 

 

A stock may be topping (and therefore sold) if it has:  

1. .  

2. High volume ñbreakò (falls below) the 50-day moving average line. 

  

Consider selling a stock if it clearly drops below the 50-day moving average 

line and closes  the week on heavy volume. It may mean institutions have 

stopped supporting the stock.  What does ñheavy volumeò add to the rule? 

 

3. Largest daily price rise since last breakout.    (Huh?? Yes!) 

 

If a stock closes for the day with the largest price increase since the 

beginning of the whole move up, watch out! This usually occurs very close 

to a stockôs peak. Sometimes caused by irrational exuberance. 

Notes 
 



SELLING RULES ï HTMMIS ï SUCCESS STORIES 
Notes 

 

4. Heaviest daily volume.  

The ultimate top might occur on the heaviest volume day since the 

beginning of the advance, especially on a high volume reversal day.  

 

5. Signs of distribution.  

Repeated high-volume selling days or heavy daily volume without further 

upside price progress signals institutional selling.  

 

6. Increase in consecutive down days.  

For most stocks, the number of consecutive down days in price over a few 

weeks relative to up days in price will probably increase when the stock 

begins to come down from its top. You may see four or five days down, 

followed by 2 or 3 days up, whereas before you would have seen 4 days 

up and then 2 or 3 down. 
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SELLING RULES ï HTMMIS ï SUCCESS STORIES 

Notes 
 Low volume and other weak action:  

 

1. New highs on low volume.  
 

Some stocks will make new highs on lower or 

poor volume. As the stock goes higher, 

volume decreases, suggesting that big 

investors have lost their appetite for the stock.  

 

2. Greatest one-day price drop.  
 

If a stock has already made an extended 

advance and suddenly makes its greatest 1-

day price drop since the beginning of the 

move, consider selling if the move is 

confirmed by other signals.  
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SELLING RULES ï HTMMIS ï SUCCESS STORIES 

Notes 
 

Low volume and other weak action:  
1. 

2 

3. Living below the 10-week moving average.  
 

Consider selling if a stock has a long advance, then closes 

below its 10-week moving average and lives below that 

average for 8 or 9 consecutive weeks, unable to rally and 

close the week above the line. Donôt get shaken out too early.  

 

About 40% of stocks you buy will pull back near your initial 

buy point (also called the pivot point) sometimes on big 

volume for 1 or 2 days. Donôt get scared out on this normal 

yet sharp pullback in price. As long as your loss-cutting price 

has not been reached (8% below what you paid for it), sit tight 

and be patient. Sometimes it takes a number of weeks for a 

stock to slowly take off from its launching pad. Big money can 

only be made by waiting. 



SELLING RULES ï HTMMIS ï SUCCESS STORIES 

Notes 
 4. Heaviest daily volume.  

The ultimate top might occur on the heaviest volume 

day since the beginning of the advance, especially on 

a high volume reversal day.  

 

5. Signs of distribution.  

Repeated high-volume selling days or heavy daily 

volume without further upside price progress signals 

institutional selling.  

 

6. Increase in consecutive down days.  

For most stocks, the number of consecutive down days 

in price over a few weeks relative to up days in price 

will probably increase when the stock begins to come 

down from its top. You may see four or five days down, 

followed by 2 or 3 days up, whereas before you would 

have seen 4 days up and then 2 or 3 down. 
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Finding the Winning Stock 
Look for a stock that dances the ñ2-stepò 
 

Step 1.  THE RIGHT STOCK: 
 

A company that is : 

Å P                    and _G________ing 
 

A stock that is : 

Å Big enough to be credible measured  in _________ & ___________ 

Å Outperforming  the  m___________. The ___________ ________ Rating: ___ - 99 

Å In a strong   In___________        Group   Rating: ___ - 99 

Å Being Accumulated by institutions: ____________/____________rating of ___or __ 

 

Step 2.  THE RIGHT TIME: 
 

Å The market is in an ___________ 

Å The stock  is  ________  ___    powerfully from a strong base 

Profitable 

GROWing 

 

Price & Vol 

RS 80-99 

 

60+ 

A or B 

 

 

Uptrend 

 

Breaking 

out 

Strong 

 

NOTE: There are 100 ways to make money in the stock market. This is the best, 

low maintenance method I know! 



STOCKS TO BUY, HOLD, SELL, SHORT OR WATCH NOW  
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