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Sell Signals All Over the Place 
The bears have given themselves a bit of a chance. They've managed to knock the indices lower by 
over a percentage point apiece today. The only thing that can be complained about is perhaps the 
volume, which was slightly below average. As long as the bears can keep the momentum on their side, 
they'll be in good stead.  
Today's move was a really good start - lots of sell signals have come about - but can they capitalize?  
S&P-500 Index - Daily Chart... 

 



 

SPX lost 12.75 points today. In doing so, it has not only closed below the psychological 1000-level, but 
it has also registered two sell signals on RSI. 
Not only has the RSI reading fallen out of overbought territory, which is in an of itself a sell signal, but 
there is now a confirmed negative divergence on the momentum indicator. 
Moreover, if there is more than a small decline tomorrow, there will be also be a sell signal, in the form 
of a negative MA crossover, on MACD. Not to be left out, the bollinger bands are also providing a sell 
signal; the upper band is now falling, which means that the bands are now tightening. That means that 
if prices are to attempt a quick rebound, they're likely to find resistance from the upper band.   
The only thing that the bulls could cheer about as far as today's action is concerned was the below-
average volume 

Dow Jones Industrials Average - Daily Chart... 
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INDU is showing similar sell signals to ones that SPX is showing. There is a negative divergence on RSI, 
a potential negative MA crossover on RSI, and the bollinger bands are tightening.  

The bulls will need to ensure that the index stay above 9050. A breaching of that level would 
significantly increase the odds of a move to support at around the 8100-level.  

Nasdaq-100 Index - Daily Chart...   

 
 

The falling wedge on NDX has proven true. The index lost 1% today and now sits on its 20dMA. 
RSI, which was well above 75 just a few days ago, is now below 60. MACD is already showing a sell 
signal in the form of a negative MA crossover; the fact that it is at highly overbought levels means that 
the index can fall a good deal (5-10% easily) before the indicator resets, much less gets oversold. 
Still the intermediate trend will have to be seen as bullish until/unless old resistance at 1510 can be 
broken. But then there is the big gap at 1455-1475 (not to mention the one at 1255-1275), as well. 
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In any case, like we'd said earlier, the bears have given themselves a great chance. Let's see what they 
can do with it. For around a week now, we've talked about the importance of instituting (adding to) 



portfolio protection measures such as protective puts, because of the potential for exactly this sort of 
action. In fact, we'd not look at this as just a means of protecting the huge gains that have occurred 
over the past few weeks, but as an opportunity to reap further gains as the markets retrace the recent 
climb (if they do so). 
Given the developments on the charts, we do not expect any declines to be slow and steady, but rather 
precipitous in nature, if at all. From what we see, there is just as much chance of an immediate 
resumption in the rally over the coming sessions, as there is of a precipitous drop, which is why we 
continue to believe that traders need to hold on to longer-term bullish positions, while adding short-
term puts or futures hedging positions to their portfolios.  
In our opinion, getting short at this point might lead to quick gains of 10-30% on given stocks, but it 
comes with big risks if the sell signals actually end up proving false. 

 

SPECIAL OFFER  
Expires 8/12/09 5-mo. ‘Swing Traders’ Package - $495.00 (24% discount) 

Attention: ‘Purely Technical’ newsletter subscribers… 

Tomorrow is last day for you to participate in a special offer wherein you can subscribe to five months 
of access to all of our membership services at the special price of $495.00, which reflects a 24% 
discount on the regular monthly price. 

Hurry. Don’t Miss This Opportunity!  
Click the following link to Sign Up for Your Special 5-mo. Membership Today! and gain instant access to 
amongst the best stock charts, market commentary, stock picks and options picks you’ll find! 

If you’re interested in purchasing a regular Swing Traders package or a Stock Picks or Options Picks 
package instead, please visit our Membership Services page. 

 

That’s it for this issue of Purely Technical.  

May your trades be good ones! 

Asher Pinto 
TheMarketMessenger.com

 

 
 

Disclaimer: 
 
TheMarketMessenger.com is owned by TheMarketMessenger, LLC. All material presented within TheMarketMessenger.com 
website, including this newsletter, has been provided for general informational purposes only. It does not constitute an offer to 
sell or a solicitation of an offer to buy any security or financial product that may be referenced herein. Further, the information 
contained in this informational newsletter does not constitute investment advice or investment advisory services. All securities 
trading, whether in stocks, options, or other investment vehicles, is speculative in nature and involves substantial risk of loss. 
We shall not be held responsible for any losses incurred as a result of the use of any information provided herein. You are 
strongly encouraged to seek personal advice from your professional investment advisor and to make independent investigations 
before acting on any information that we publish.  

 
 

Subscribe to Purely Technical by visiting http://www.themarketmessenger.com/. 
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