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Last week we saw the rally continue higher, then climax at the open on Wednesday (Dec. 9th) before a 

day of selling most of that day. The rest of last week saw mostly a ‘pause’ after the Wednesday drop. 

This week began with a gap up Monday (Dec. 14th) that soon turned into another day of selling.  Like 

the prior Wednesday, Monday’s selling was not a free fall panic but what we would call a ‘liquidation 

break’ as the selling was more calm and steady.  The 20 day SMA was again tested on Monday on a 

number of charts as a 2nd confirmation of support. The next three days saw a steady rally to deliver 

new all time highs on many charts at the open on Thursday, and again early on Friday. However, Friday 

(Quad Witching Expiration Friday) was followed by some steady selling most of the day, with a very fast 

sharp rally the last 20 minutes of the day to close the week not far below new record highs. 

Overall, this week we saw a ‘continuation’ of the Rally with only brief and small ‘liquidation breaks’ 

along the way to new record highs. 

Oil continued higher most all of this week.  Gold followed the markets this week with a dip Monday 

followed by a 3 day rally and small pull back on Friday. The US Dollar broke lower this week to deliver 

new 2.5 year lows. Treasuries and Yields saw little change, with minimal reactions to the FOMC 

meeting minutes on Wednesday.  

In the prior weeks of our ‘Market Observations’ we have introduced a variety of ‘Market Internal’ and 

‘Market Sentiment’ Indicators.  Last week we looked at the VVIX as a Sentiment Indicator based on 

Options data. This week we will look at the ‘SKEW’ as another Sentiment Indicator based on Options 

Market Data. We introduced this Indicator in ‘Market Observations’ back in October (2nd and 23rd) of 

this year.  

The S&P announced in the evening of Nov. 16th that Tesla would be added to the S&P-500 index 

effective Dec. 21st.  We saw a significant increase in volume the following day (Nov. 17th) and weeks as 

Fund Managers (that manage S&P based portfolios) were required to buy TSLA in order to re-balance 

their portfolios before the Dec. 21st date. This buying was ‘required’ in order for Fund Managers to 

remain in compliance.  Understanding this ‘requirement’ gave us a great opportunity that ended this 

week on Friday (Dec. 18th). We will look at the chart below to see how this opportunity has worked out. 

As Objective Traders we seek high probability – low Risk opportunities, regardless of where or why. 

There is never a guarantee that what we ‘believe’ will occur, occurs.  All we can do, is act on every 

opportunity we see that meets our criteria, knowing we will do the right thing regardless if it works out 

of not.  The key is that we need to take action when we recognize the opportunity and it ‘Meets’ our 

required criteria, knowing that there is always ‘uncertainty’.  Carefully managing Position Size and 

Risks (Exits & Stops) is how we “keep losses small”.  Being comfortable with our pre-defined Risk and 

remaining patient is how we “let the winners run”.  Sticking to our rules, repeating and refining the 

process are how we achieve long term success. 

Now let’s look at the Charts. 



 

S&P 500 weekly chart as of Dec 18, 2020 – Here we see a small pull back last week, and a small rally 

this week to new all time highs. 

 

 

S&P 500 daily chart as of Dec 18, 2020 – Here we see a test of Support at the 20 day SMA both on last 

Friday (Dec. 11th) and on Monday (Dec. 14th) followed by a 3-day rally to new all time highs with only a 

minor pull back on Friday. The S&P closed the week up +1.25% and above all 3 key SMAs. 

 

 



 

DJIA weekly chart as of Dec 18, 2020 – The Dow Industrials have been mostly horizontal the past 2 to 3 

weeks near its new all time highs. 

 

 

DJIA daily chart as of Dec 18, 2020 – Here we see the Dow test support at its 20 day SMA on last Friday 

(Dec. 11th) and on Monday this week.  We saw new all time highs on both Monday and Friday this week. 

The Dow closed the week up +0.44% and above all 3 key SMAs. 

 

 



 

NASDAQ weekly chart as of Dec 18, 2020 – The Nasdaq pulled back only a little last week, and then 

continued higher to new all time highs this week. 

 

 

NASDAQ daily chart as of Dec 18, 2020 – The Nasdaq saw a brief pull back and pause last week just 

above its 20 day SMA. The Nasdaq resumed its rally this week, delivering new all time highs on Wed. 

Thur. and Friday. The Nasdaq closed the week up +3.05% and remains above all 3 key SMAs. 

 

 



 

Russell 2000 weekly chart as of Dec 18, 2020 – The Russell shows another strong rally week, stronger 

than last week. We now see a steady sequence of 7 positive weeks up in a row. 

 

 

Russell 2000 daily chart as of Dec 18, 2020 – Here we see a rather steady gap between price and the 20 

day SMA over the past six weeks. The Russell again delivered new all time highs this week, closing the 

week up +3.05%. 

 



 

Percent Change YTD chart as of Dec. 18 2020 – For a visual Index comparison we have a Year To Date 

chart of ETFs for four key indexes. The QQQ for the Nasdaq-100, the IWM for the Russell 2000, the SPY 

for the S&P-500 and the DIA for the Dow Jones Industrial Average.  You can clearly see the Russell 

(IWM) has passed above the Dow Industrials and S&P over the past 6-7 weeks. The QQQ remains the 

strongest index this year, keeping a strong gap above the S&P. 

Next we will look at a few key ‘Market Internals’. 

 

 

McClellan Summation Index weekly chart as of Dec 18, 2020 – Here we can see the acceleration of 

breadth has just about stalled out this week.  Once most stocks are already advancing, its harder to 

find get some more names to change from decliners to advancers. 

 



 

NYSE Percent above 200 day SMA weekly chart as of Dec 18, 2020 – Like we saw in the McClellan 

Summation Index above, the percent of NYSE Stocks above their 200 day SMA has stalled out in the 88% 

range the past few weeks. Not much change seen here in the past 2 to 4 weeks. 

 

 

NYSE Percent above 50 day SMA weekly chart as of Dec 18, 2020 – Just like the other breadths 

indicators, we see little to no change in the percent of NYSE Stocks above their 50 day SMA over the 

past 5 to 6 weeks. 

 

 



 

NYSE Advance Decline Line daily chart as of Dec 18, 2020 – Here too we see a plateau of Advancers 

over Decliners the past few weeks. 

Note how on multiple breadth indicator charts we see a similar plateau occurring the past few weeks. 

 

 

VIX daily chart as of Dec 18, 2020 – The VIX popped up a little on Monday then drifted lower the rest of 

this week, with a little bit of a wild whip saw seen on Friday. 

Let’s look a different Market ‘Sentiment’ Indicator that is based upon Market generated data from the 

Options markets. 

 



 

SKEW daily chart as of Dec 18, 2020 – The SKEW index was introduced in 2011 by the CBOE as a way to 

gauge market volatility based upon the Options Market for the next 30 days.  It uses the price Structure 

of Out Of The Money Calls and Puts on the S&P-500 for the next 30 days. ‘Tail Risk’ is associated with 

the likelihood of a 2 standard deviation move (or greater) or a ‘Black Swan’ event probability. The 

SKEW index measures the slope of Implied Volatility. [For more detailed information on this Index and 

how it is calculated, visit the CBOE web site and search for their SKEW White paper.] 

I refer to SKEW as another type of Market ‘Sentiment’ Indicator that is based upon the Options markets 

(as are the VIX and VVIX). Extremes in SKEW represent a market that has an extreme in optimism or 

pessimism as indicated by buy up prices for hedges using out of the money Calls or Puts. As more 

people are willing to pay up for insurance (Puts) the prices for those contracts go up, and the Implied 

Volatility for those contracts goes up as a natural result. 

Let’s look at a chart to see how well correlated SKEW is with market Tops or Bottoms (Changes in 

Trend) in the S&P.   

 



 

SPY vs. SKEW daily chart as of Dec 18, 2020 – Here we can see a comparison of the SPY and SKEW (Blue 

line) over the past 2 years. The Vertical scale on the Left hand side of this chart shows SKEW values 

and the Right hand side shows the SPY values.  Note the many peaks in SKEW above 145 occur, but only 

a few have occurred near a ‘market top’ in the SPY.  Note also the troughs in SKEW below 115 and how 

only some correlate with ‘Lows’ and reversals in the SPY from bearish to bullish trends (at Bottoms).  

The SKEW can correlate sometimes with market turns, however (like human emotions) it can have lots 

of false signals. ** NOTE: how SKEW can seem to peak at December ‘Quad Witching’ as it did this week 

and in Dec. of 2019 (but not so much in 2018).  Therefore, it is important to NOT use SKEW alone, but 

with other (more reliable) Indicators to confirm market trend changes.  SKEW can act as a ‘warning’ 

flag, but it triggers so often that it should be only a minor ‘Clue’ at best.   

 

Next we will look at a few key Commodities, Currency and Treasury Yields. 

 

 



 

Oil daily chart as of Dec 18, 2020 – Oil continued its rally again this week, peaking at $49.43 on Friday. 

 

 

 

Gold daily chart as of Dec 18, 2020 – Gold paused at or just below its 20 day SMA late last week and on 

Monday of this week before a 3-day rally above its 20 day SMA and 50 day SMA this week. Friday saw an 

‘Inside Day’ and minor pull back. 

 



 

 

US Dollar Index daily chart as of Dec 18, 2020 – The US Dollar broke down every day this week, hitting a 

2.5 year new low of 89.73 on Thursday then bouncing only a little on Friday. The US Dollar has seen a 

steady decline since early November near 94. 

 

 

US 10 year Treasury daily chart as of Dec 18, 2020 – The 10 year Treasury drifted a little lower this 

week, remaining just below its 20 day SMA most of the time. 

 



 

US 10 year Yield daily chart as of Dec 18, 2020 – The 10 year Yield also drifted only a little higher this 

week, just above its 20 day SMA. 

 

 

US Treasury Yields daily table as of Dec 18, 2020 – We continue to see no change in the shorter terms 

and only a small steepening in the longer terms this week as the 10 year went from a yield of 0.90% to 

0.95%. 

 



 

 

FOMC Balance Sheet weekly chart as of Dec 16, 2020 – The Fed’s Balance sheet increased this week by 

$119.93 billion, ending this week at a total of $7.36259 Trillion in stimulus. 

 

Next we will look at a few key Sectors. 

 

 



 

Dow Transportation Index daily chart as of Dec 18, 2020 – The Transports saw a big drop on Monday 

crossing below its 20 day SMA.  The rest of this week we saw a slow bounce back up to the 20 day SMA, 

closing the week down -0.84% and just below its 20 day SMA. 

 

 

XLE daily chart as of Dec 18, 2020 – The Energy sector  saw a drop on Monday, a pause the next 3 days, 

then a dip on Friday to close the week nearly on its 20 day SMA and down -4.18% for the week. This 

sector was the weakest on my list this week. 

 

 



 

XLF daily chart as of Dec 18, 2020 – The Financial sector dipped Monday below its 20 day SMA, then 

bounced the next 3 days to recover most of Monday’s losses. Friday saw another drop to close the week 

nearly on its 20 day SMA, and up only +0.11% for the week. 

 

QQQ daily chart as of Dec 18, 2020 – The Nasdaq-100 tested support at its 20 day SMA late last week, 

then rallied each day this week, delivering new all time highs on Wed. Thur. and Friday. Friday saw a 

small pull back to close the day down a little. The QQQ closed the week up +2.72% and within 5 cents 

of its 200% Fibonacci Extension target.    

If one measures the size of the QQQ drop seen from the high on Feb. 19th this year to the low on Mar. 

23rd, you get a range of $72.54.  The Rally since this low on Mar. 23rd has now climbed 2 times this 

range (200%)  (2 x $72.54 = $145.08). If we add this value to the low on Mar. 23rd ($164.93 + $145.08) 

we get a target sum of $310.01.  The QQQ hit this 200% target this week and closed just 5 cents above 

it.  Random?    Maybe.   Useful?   You decide.   

What I find useful with Fibonacci Extension targets like this are NOT as an exit strategy or target, but 

as a ‘sign post’.  The Sign Post, if and when it is approached by price, tells me that I should then 

carefully observe price’s behavior to see if there is any confirmation seen ‘similar’ to that of when 

Resistance or Support are tested.  Also, these targets can be calculated well in advance before price 

every gets into the area.  A limitation of using Support & Resistance is (by their very definition) they 

are based on Price having been previously in that same area.  With Fibonacci Extensions, there does 

not need to be ANY prior history of price ever being in that area (e.g. future new all time highs).  



 

SOXX daily chart as of Dec 18, 2020 – The Semiconductor sector pulled back last week (-3.1%), and saw 

a minor bounce this week that only recovered a portion of last week’s decline. The SOXX closed this 

week up +2.16% and remains above all 3 key SMAs.  

 

 

XLC daily chart as of Dec 18, 2020 – The Communication Services sector pulled back to its 20 day SMA 

last week, then bounced a little this week, failing to retest its all time highs from Dec. 9th. The XLC 

closed this week up +0.25%.  

 

 



 

XLY daily chart as of Dec 18, 2020 – The XLY dipped below its 20 day SMA late last week then bounced 

this week back above its 20 day SMA on Monday and continued higher each day this week. Friday saw a 

new all time high at the open then sold off a little to close the week up +2.36% and back above all 3 

key SMAs. 

 

 

XLP daily chart as of Dec 18, 2020 – The XLP began the week straddling its 20 day SMA then rallied a 

little on Thursday and paused on Friday, closing the week up +0.91%. 

 

 



 

XLU daily chart as of Dec 18, 2020 – The Utilities sector remained mostly below its 20 day and 50 day 

SMAs this week, closing the week up only +0.08%. This sector remains mostly ‘unchanged’. 

 

 

XHB daily chart as of Dec 18, 2020 – The Home Builders sector began the week below its 20 day and 

above its 50 day SMAs.  Tuesday saw a close above the 20 day and a rally that continued the rest of this 

week. The XHB closed the week up +5.08%, making this sector the strongest on my list this week. 

 

 



 

US Index and Sector weekly Percent Change table as of Dec 18, 2020 – Note that the Russell has been 

the strongest index five out of the past six weeks.  With the S&P up +1.25% this week, we may look at 

what sectors did better than +1.25%, as ‘leaders’ and those that did less as ‘laggards’. Leaders this 

week were XHB, XRT, XLK and QQQ.  Laggards were XLE, XME, and the Transports. 

 

 

US Index daily Percent Change table as of Dec 18, 2020 – Most of this week we saw the Russell and QQQ 

trade as daily leaders until Friday. 

 

Next we will look at a few key Stocks. 

 

 



 

AAPL daily chart as of Dec 18, 2020 – Apple remained just above its 20 day SMA last week after a minor 

pull-back. This week Apple paused Monday just above its 20 day SMA, then gapped higher on Tuesday.  

Wednesday saw a pause near the prior day’s highs, and Thursday saw a small gap higher at the open. 

Friday pulled back some to close the week up +3.47% and above all 3 key SMAs. 

 

 

MSFT daily chart as of Dec 18, 2020 – Microsoft remained near its 20 day and 50 day SMAs on Monday 

and Tuesday then rallied higher on Wednesday. Thursday saw a pause near the prior day’s highs, then a 

small pull back on Friday to close the week up +2.50%. 

 

 



 

AMZN daily chart as of Dec 18, 2020 – Amazon paused between its 20 day and 50 day SMAs on Monday 

and Tuesday then rallied on Wednesday. Thursday saw a pause near the prior day’s highs, then Friday 

sold off back down to nearly its 50 day SMA, closing the week up +2.73%. 

 

 

 

GOOGL daily chart as of Dec 18, 2020 – Alphabet began the week just below its 20 day SMA and slowly 

drifted lower most of this week, closing Friday down -2.74%. 

 

 



 

FB daily chart as of Dec 18, 2020 – FaceBook mostly remained horizontal this week, straddling its 50 

day SMA as it remained below its 20 day SMA. FB closed the week up +1.04%. 

 

 

 

NFLX daily chart as of Dec 18, 2020 – Netflix saw a strong rally off of its 50 day SMA on Monday, a pause 

on Tuesday, and continued rally Wed. and Thursday.  Friday saw a pause near the prior day’s highs and 

closed the week up +6.21%. 

Out of the six ‘BIG’ stocks above, 4 did well (>2.5%) this week with GOOGL providing a loss (-2.74%) and 

FB only a small (+1.04%) gain.  

With the Russell 2k doing just as well as the NASDAQ this week, we can say that ‘Breadth’ remains 

strong. 

 



 

NVDA daily chart as of Dec 18, 2020 – Nvidia rallied Monday to close back above its 20 day SMA.  The 

rest of this week NVDA remained horizontal between its 50 day and 20 day SMAs.  NVDA close the week 

up -1.99%. 

 

 

 

TSLA daily chart as of Dec 18, 2020 – We see the Volume increase (above average) on Nov. 17th right 

after the announcement of being added to the S&P-500.  Also note the huge volume on Friday (Dec. 

18th) the last day before TSLA becomes part of the S&P. Most of this huge volume Friday occurred in 

the last 10 minutes of the session, likely with a large number of ‘market on close’ type orders.  We also 

see TSLA remaining well above its 20 day SMA from Nov. 17th to Dec. 18th.  We saw over a +57% rally in 

TSLA from the close on Nov. 17th to the close on Dec. 18th.   This week TSLA delivered new all time 

highs and closed the week up +13.94%.   

Next week we will see how TSLA does as part of the S&P, and if TSLA makes the S&P more volatility, or 

does membership in the S&P make TSLA less volatile?  Either way, it seems that Elon was right and 

‘Funding is now Secured’.   



 

JPM daily chart as of Dec 18, 2020 – JPM remained mostly horizontal this week, with the 20 day SMA 

rising up to meet price.  JPM closed the week down -0.40% and below its 20 day SMA. 

 

 

 

DE daily chart as of Dec 18, 2020 – John Deere spent all of last week just below its 20 day SMA then 

rallied briefly above on Monday then closed above on Tuesday of this week.  Wednesday saw a pause 

then a resumed rally on Thursday and Friday, closing the week up +5.84% and back above all 3 key 

SMAs. 

 

 



 

PYPL daily chart as of Dec 18, 2020 – Paypal saw a pause and then a pull back on Wednesday of last 

week. This week PYPL rallied on Mon. Wed. and Thursday delivering new all time highs, with a pause 

on Tuesday and Friday. PYPL closed the week up +10.46%. 

 

 

 

MU daily chart as of Dec 18, 2020 – Micron pulled back a little last week, but remained well above its 

20 day SMA. This week MU rallied the first 3 days to recover most of last week’s losses at the open on 

Wednesday. Wednesday, Thursday and Friday saw a slow drift lower closing the week up +1.32%.  

 

 



 

FDX daily chart as of Dec 18, 2020 – Fedex pulled back on Monday and straddled its 20 day SMA most of 

this week before reporting Earnings after the close on Thursday. Friday saw a gap down below its 50 

day SMA and sell off to close the week down -4.80%. 

 

We mostly saw the rally continue this week with good breadth. Keep this in mind as your market 

‘Context’.  I hope you found the discussion about SKEW and Fibonacci Extensions this week useful. I try 

to provide some variety of useful information each week to encourage continued education. I know I 

keep learning something new each week and I hope you feel the same way. 

This next week is a reduced Schedule for the Markets, with a half day on Thursday (Christmas Eve) that 

closes at 1:00pm ET, and Markets are closed Friday for Christmas day.  The Electronic Futures markets 

have different hours, so check with the appropriate exchange for those schedules. 

There is a possibility that I may not publish a ‘Market Observations’ next week due to the Holiday. I 

want to wish everyone a Happy and Safe Christmas Holiday.  

Trade Smart, 

CJ 

 


