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Last week we saw a rally the first 3 days that found Resistance Wednesday before gapping down 

Thursday and continued lower all day and into early Friday before bouncing. 

This week began with a quiet narrow range on both Monday and Tuesday before gapping up and rallying 

to retest Resistance on Wednesday. Thursday saw a gap down and brief rally to fill the gap in the first 

hour after receiving CPI data before the open that day that indicated stronger inflation numbers. After 

an hour or so of trading the market reversed and sold off in a strong decline the rest of the day. Friday 

saw the selling continue with even stronger convictions that saw new lows for this week and breaking 

below the lows of the prior week.  

Friday ended up delivering one of the widest range days seen so far this month, confirming that 

Volatility remains elevated in this market.   

The VIX briefly spiked above 30 on Friday, as panic briefly replaced fear. At about 10:30am PT (1:30pm 

ET) we saw a rapid spike in Gold, 10 year Treasuries and the VIX as selling dramatically accelerated as 

money moved into Gold and Treasuries and out of Equities. This surge persisted for about 60 to 80 

minutes before backing off some the last hour of the day. 

Volume was elevated on Thursday and Friday this week showing us the exodus from Equities as funds 

moved to ‘safety’ somewhere else.    

Oil continued its rally again this week, peaking at $94.66 on Friday after the 10:30am PT surge.  Gold 

also continued its rally by delivering higher highs every day this week and peaking on Friday at $1867.4 

thanks also to the 10:30am PT surge.  

The Sectors that have been the strongest over the past several week, continued to be strong this week, 

even with the strong selling climate on Thursday and Friday of this week.  The Energy, Metals and 

Mining and the Financial sectors held up well this week.  The prior big tech leaders from last year saw 

a brief rally on Wednesday this week before reversing and selling off strong on Thursday and Friday. 

The Strongest sectors have provided us with good Bullish opportunities (i.e. Buy the dip) while the 

Weakest sectors have provided us with great Bearish trade opportunities (i.e. Sell the failed rallies).  

One way that we adapt to elevated Volatility markets, is becoming more aggressive with both entries 

and exits, knowing that most strong moves do not last more than a day or two in volatile markets. More 

aggressive could be implemented by shifting to using smaller time frame charts for Swing trade entries 

and exits, or by not requiring multiple trend change confirmation signals. Simple Trend Lines can do 

well even in highly volatile markets when one is decisive and agile to quickly change trends once a 

Trend Line if violated.  We will see some examples in a few of the charts below from this week. 

Now, let’s look at the charts to see what they are telling us. 

 



 

S&P 500 weekly chart as of Feb 11, 2022 – We see the 20 week SMA (Yellow) provided Resistance both 

last week and again this week. We also see both a lower high and a lower low this week as compared to 

last week’s range. 

 

S&P 500 daily chart as of Feb 11, 2022 – Here we see a pause on Monday and Tuesday, a gap up and 

Rally to find Resistance Wednesday near where Resistance was found last week (at the Fibonacci 61.8% 

Retracement level). Thursday saw strong selling that continued Friday below the 20 day & 200 day 

SMAs and the 3-week Trend Line Support (Red line) before finding Support near $4401. The S&P closed 

this week down -1.82%. Note the $124.9 daily True Range spike on Friday as the tallest daily True 

Range so far in Feb. 2022. 



 

S&P 500 15 min. chart as of Feb 11, 2022 – Here we can see the narrow range on Monday and Tuesday 

followed by the gap up and rally Wednesday. Thursday gapped down at the open and quickly filled its 

opening gap and retested the prior day’s highs before the strong selling kicked in about 3 hour after 

the open. The selling continued Friday with the 3-week Trend Line Support (Red line) being broken 

about 2 hours after the open. [This 3-week Trend Line (red) was drawn between the Jan. 24th lows and 

the Jan. 28th lows and extended to the right.] Two hours later we see a selling surge at about 10:30am 

PT that quickly dropped lower to exceed the prior week’s lows and nearly reached 4400.  

Make a note of the timing of Friday’s selling surge that began at about 10:30am PT (1:30pm ET) to see 

if there are other market actions that correlate with that time on Friday. Look at some intra-day time 

frame charts (15min. 5min. etc.) to see if moves correlate with this same surge.  If we see a selling 

surge at that same time, we know where money outflows could be located. If we see a buying surge at 

that same time, then we know where money in-flows could be located. These can be useful clues to 

understand Rotation at times of fear or panic. 

 



 

DJIA weekly chart as of Feb 11, 2022 – The Dow Industrials saw a higher high and higher low this week 

as compared to last week, but a lower close nearly on its 50 week SMA. We have seen 4 weeks in a row 

with closes below the 22-month Trend Line Support (Orange line). 

 

DJIA daily chart as of Feb 11, 2022 – Here we see a quiet Monday, with a strong rally Tuesday from its 

20 day SMA to its 50 day SMA. Wednesday saw a gap up and a small rally to the 22-month Trend Line 

Support (Orange line) acting as new Resistance as we also saw last week. Thursday saw strong selling 

back below the 50 day SMA and nearly to its 20 day SMA. Friday again saw strong selling below both its 

20 day and 200 day SMAs, with strong volume, ending the week down -1.00%. 



 

NASDAQ weekly chart as of Feb 11, 2022 – Here we see 5 weeks below the 22-month Support Trend Line 

(Orange line) and 4 weeks below the 50 week SMA (Blue). The 50 week SMA acted like Resistance last 

week and again this week. 

 

NASDAQ daily chart as of Feb 11, 2022 – Here we see the Nasdaq pause with narrow range non-trending 

days on Monday and Tuesday this week before gapping higher on Wednesday and rallied up to the same 

Fibonacci 50% Retracement level Resistance we saw last week.  Thursday saw a gap down, quick rally 

to fill the gap and retest Resistance again, before selling off down to its 20 day SMA. Friday the selling 

continued below the 20 day SMA and below last week’s lows to close this week down -2.18%. 



 

NASDAQ 15 min. chart as of Feb 11, 2022 – Here we again see a quiet range on Monday and Tuesday of 

this week before a gap up and rally on Wednesday to retest last week’s Resistance level (50% Fib 

level). Thursday saw a gap down at the open (post CPI) and a rally that filled that gap in about one 

hour.  The Nasdaq paused near the highs of the week (Resistance) before beginning its drop at about 

9:45am PT that saw selling down to the 3-week Support Trend line, breaking below this Trend Line in 

the last 30 min of Trading on Thursday. Friday saw the selling continued to break below the lows of this 

week and last week. We also see an acceleration of selling on Friday at 10:30am PT.   

Note:  The 3-week Trend Line Support (Red line) was drawn between the Jan. 28th lows and the Feb. 8th 

lows and extended to the right.  

There are many ways that one can draw a Trend Line on a chart. For a Support Trend Line, I like to 

select two ‘Very Obvious’ prior lows within the period (current Trend) I wish to study.  The line should 

capture all price data for that period above that line. I use this method so that the Trend Line 

represents two ‘extremes’ in the recent past, so that when they are exceeded it is more likely to tell 

me that a change is significant and has exceeded these prior extremes and thus is significant for me to 

monitor carefully.  I also believe that the more times a Trend Line is tested, retested and respected, 

the more significant it becomes when it IS eventually broken.   I use the same method for a Resistance 

Trend Line, but drawn between two obvious prior highs. 

There is no ‘right’ or ‘wrong’ way to draw a Trend Line on a chart. You can draw lines wherever you 

wish. What is important to me is that I have thought carefully about what is the ‘purpose’ of the Trend 

Line and have chosen to draw lines it in a CONSISTENT method to help achieve that purpose. That 

purpose for me is: a high odds indicator that a ‘change in Trend’ could be occurring when that line if 

penetrated. 

 

 



 

Russell 2000 weekly chart as of Feb 11, 2022 – The Russell actually rose this week, with both a higher 

high and a higher low than the prior week. This is within the context of having also been below its 22-

month Trend Line Support (Orange line) for 4 weeks now. 

 

Russell 2000 daily chart as of Feb 11, 2022 – Here we see the Russell break below its 22-month Support 

Trend Line 4 weeks ago, declined for 2 weeks and then bounce last week and again this week to higher 

highs and crossing back above its 20 day SMA on Wednesday of this week. Thursday saw a higher high 

before selling off back down to nearly its 20 day SMA. Friday saw a lower low and lower highs that 

crossed below its 20 day SMA and closed the week less than 2 points above its 20 day SMA and up 

+1.39% for the week. 



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

 

 

McClellan Summation Index weekly chart as of Feb 11, 2022 – Last week we saw a very small decline to 

-584.41. This week we saw a very small positive change, closing this week at -574.66. 

 

 

McClellan Summation Index daily chart as of Feb 11, 2022 – We saw a pause Monday, a small increase 

Tuesday and Wednesday followed by a decline on Thursday and Friday to end this week at -574.66. 

 

 



 

NYSE Percent above 200 day SMA daily chart as of Feb 11, 2022 – Last week we saw a bounce continue 

up to about 42.5% before dropping Thursday and Friday down to 37.24%. This week we again saw a 

bounce up to about 45% before dropping Thursday and Friday back down to 37.80%. 

 

 

NYSE Percent above 50 day SMA daily chart as of Feb 11, 2022 – Last week we saw a bounce continue 

up to about 39% before dropping Thursday to 32.6% and saw almost a flat day on Friday to end last 

week at 32.65%.  This week we again saw a bounce that rose to about 46% before dropping back down 

Thursday and Friday to end this week at 37.02%.  

Note the similar patterns for this week between the Russell 2000 and the NYSE Percent above 50 day 

SMA charts. This is common to see since both are based on a very large number of listed stocks without 

the influence or ‘weighting’ of the big cap names. 

 



 

VIX daily chart as of Feb 11, 2022 – Options Volatility drifted lower the first 3 days of this week, and 

then shot up on Thursday and Friday.  If we were to look at a 5min chart of the VIX, we would see that 

nearly all of Friday’s wide range happened in the 60-80 minutes right after the 10:30am PT ‘selling 

surge’ began. The last hour of Friday saw only a small pull back in the VIX to 27.9.  

 

VVIX daily chart as of Feb 11, 2022 – The Volatility of the VIX also saw a drift lower on Monday and 

Tuesday, a pause on Wednesday, then a spike up on Thursday and an even larger spike up on Friday. 

And yes, most of Friday’s range was seen after the 10”30am PT ‘selling surge’ began. 

 



 

SKEW daily chart as of Feb 11, 2022 – Monday saw a very low SKEW of 126.25 that bounced up to about 

130 on Wednesday before dropping down to 126.81 Friday. The low SKEW shows us extremes in Options 

Hedging activity. 

 

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

 

 

Oil daily chart as of Feb 11, 2022 – We saw a minor pull back in Oil on Monday and Tuesday followed by 

a narrow range pause on Wednesday. Thursday and Friday saw the rally resume, with a wide range day 

on Friday that accelerated higher during the 10:30am PT selling surge. Seems Oil was one relatively 

‘safer’ place to move money during the panic on Friday. 



 

Gold daily chart as of Feb 11, 2022 – Gold continued its rally with higher highs every day this week. On 

Friday, Gold was near the prior day’s highs when the ‘selling surge’ occurred at 10:30am PT. Gold shot 

up from $1842 to $1862 in just the first 15 min. of the ‘selling surge’. Over the next 90 min. Gold 

continued higher to peak at $1867.4 before pulling back to close the day near $1860.6.  Clearly Gold 

was considered a ‘safe’ place during the Friday panic. 

 

 

US Dollar Index daily chart as of Feb 11, 2022 – The US Dollar Index slowly drifted higher this week, to 

end the week above its 20 day SMA and near its 50 day SMA. 



 

US 10 year Treasury daily chart as of Feb 11, 2022 – The 10 year drifted lower the first 3 days of this 

week, then sold off strong on Thursday on very strong Volume. Overnight the 10 year sold lower and 

then bounced a little higher before the open on Friday. The first hour in Friday’s session saw little 

movement, then an hour of selling back down to the overnight lows that bounced at about 8:40am PT. 

At 10:30am PT we saw buyers step in with conviction as the 10 year rallied on very strong volume for 

nearly an hour to recover nearly all of the prior day’s decline. 

 

US 10 year Yield daily chart as of Feb 11, 2022 – The 10 year Yield peaked at 2.05% on Thursday and 

peaked at 2.063% on Friday before dropping from 2.025% to 1.94% during the ‘selling surge’. The 10 

year closed the week at 1.955%.  



 

US Yields table as of Feb 11, 2022 – Here we can see both the short term and long term yields spike up 

on Thursday then pulled back some on Friday this week. 

 

 



 

FOMC Balance Sheet weekly chart as of Feb 9, 2022 – The Fed increased its stimulus this week by 

$4.798 Billion to bring its Balance Sheet to a new record high of $8.878009 Trillion. No change seen yet 

in this 21-month long ‘Trend’ in the Fed’s Balance Sheet from about $6.6T to over $8.8T. 

 

Next we will look at a few key Sectors. 

 



 

Dow Jones Transportation Index daily chart as of Feb 11, 2022 – The Transports paused Monday then 

rallied to its 200 day SMA on Tuesday. Wednesday saw a gap above its 20 day SMA and rally to find 

Resistance near $15,675. Thursday saw strong selling below its 20 day and closed near its 200 day SMA. 

Friday saw stronger selling below its 20 day and 200 day SMA to find Support near $14,904 and closed 

the day near $15,000, down -1.41% for the week. 

 

XLE daily chart as of Feb 11, 2022 – The Energy sector consolidated this week for 4 days forming a 

triangle before shooting higher on Friday on strong volume to new 3-year highs and ending the week up 

+2.19%. 



 

XLF daily chart as of Feb 11, 2022 – The Financial sector continued its rally with higher highs four days 

in a row before selling off on Thursday and Friday to end the week up only +0.02%. 

 

 

QQQ daily chart as of Feb 11, 2022 – The Nasdaq-100 ETF paused Monday and Tuesday, then gapped up 

on Wednesday and rallied to find Resistance at its 200 day SMA. Thursday retested the 200 day SMA 

Resistance before selling off down below its 20 day SMA and testing Support at its 3-week Trend Line 

(Red line). Friday saw strong selling from its 20 day SMA and breaking below its 3-week Support Trend 

Line to close the week down -3.06%. 



 

SOXX daily chart as of Feb 11, 2022 – The Semiconductor sector paused on Monday then rallied on 

Tuesday up to its 20 day SMA. Wednesday gapped higher and rallied up to the $504 area. Thursday 

briefly saw a higher high in the morning before selling off most of the day back down nearly to its 20 

day SMA and 3-week Trend Line Support (Red line). Friday saw a break below the 3-week Trend Line 

and below both the 20 day and 200 day SMAs to find support near the $460 level to end the week at 

$464, down -2.68% for the week. The SOXX is now below all 3 of its key SMAs. 

 

XLC daily chart as of Feb 11, 2022 – The Communications Services sector declined on Monday and 

Tuesday to retest support near the lows from January. Wednesday saw a gap up and rally that failed to 

reach $72. Thursday briefly saw a higher high before selling off most of the day. Friday saw stronger 

selling to lower lows for 2022, ending the week down -2.61%.  



 

Weekly Percent Change US Indexes and Sectors table as of Feb 11, 2022 – The Russell actually saw a 

small gain this week while most all of the major Indexes all saw losses. 

The Strongest sectors this week included: XME, XLE, XRT and XLB.  The weakest sectors this week 

included: QQQ, XLK, SOXX and XLC.    Below we have a Daily summary of both the 3 strongest and the 3 

weakest Sectors that is based upon the daily percent change as seen after the daily close. 

 

 

Daily Percent Change US Indexes table as of Feb 11, 2022 – Here we can see that the Russell was the 

stronger index on 3 days this week, and the QQQ was the weakest on 3 days this week. 

 

 



Monday Tuesday Wednesday Thursday Friday 

XLE XME SOXX XME XLE 

IBB XRT XLC XLB XME 

XME SOXX IBB XLE XLU 

Daily Percent Change Strongest 3 Sectors as of Feb 11, 2022 – 

 

Monday Tuesday Wednesday Thursday Friday 

XLK XLC XLF XLK XLK 

QQQ IBB XLU SOXX QQQ 

XLC XLE XLP XHB SOXX 

Daily Percent Change Weakest 3 Sectors as of Feb 11, 2022 – 

 

Next we will look at a few key Stocks.   

I am often asked how I select the stocks that I show in this report each week. I try to keep the list to 

about 12 to 14 stocks each week, and I usually first show the biggest 6 to 7 companies since they have 

such a very significant influence on the major indexes. Next, I try to show 1 to 2 examples of stocks 

from the strongest (or weakest) 2 to 3 sectors. Once I select a stock, I try to keep showing that same 

name for a few weeks to serve as an example of a Trending Move. Some moves may last just a few days 

while other may last a few months. I try to cover at least 3 or 4 different sectors with my selections as 

well.  Usually most of the stocks I show were shown the prior week so that there is some continuity for 

these examples. It helps folks improve their chart reading skills by seeing examples of major moves as I 

try to cover their beginning and end.  

The main purpose of publishing this weekly ‘Market Observations’ is to help fellow traders improve 

their chart reading skills, regardless of their trading styles.  I believe it helps a lot to get an overall 

‘context’ of what the markets are doing, and then that can help find higher odds opportunities with 

key sectors and stocks in those sectors. Examples are the best way I know of to show others what you 

are seeing in the charts.   

 



 

AAPL daily chart as of Feb 11, 2022 – Apple paused above its 50 day SMA on Monday, then rallied on 

Tuesday and Wednesday to find Resistance near its Jan. 12 prior Highs on Wednesday. Thursday sold 

down to its 50 day SMA and Friday continued lower from its 50 day SMA to below its 20 day SMA, 

breaking below its lows from this week and last week. Apple closed the week down -2.18%. Apple is 

now below 2 of its 3 key SMAs. 

 

 

MSFT daily chart as of Feb 11, 2022 – Microsoft consolidated on Monday and Tuesday, then gapped up 

on Wednesday but failed to exceed last week’s highs. Thursday gapped down below its 20 day SMA. 

Friday sold down from its 20 day SMA to below its 200 day SMA, ending the week down -3.56% and 

below all 3 of its key SMAs. 

 

 



 

GOOGL daily chart as of Feb 11, 2022 – Alphabet continued lower Monday below its 50 day SMA and 

lower on Tuesday. Wednesday saw a gap up above its 50 day SMA but failed to recover Monday’s losses. 

Thursday gapped down below its 50 day SMA. Friday saw stronger selling below its 20 day and 200 day 

SMAs to end the week down -6.29% and now below all 3 of its key SMAs. 

 

 

AMZN daily chart as of Feb 11, 2022 – Amazon made 3 failed attempts the first 3 days of this week to 

close above its 50 day SMA. Thursday gapped lower and consolidated. Friday saw strong selling than 

ended the week at $3,065 and down -2.76% for the week. 

 

 



 

TSLA daily chart as of Feb 11, 2022 – Tesla mostly consolidated in a narrow range this week below its 

20 day SMA, then broke down lower on Friday to end the week down -6.86%. 

 

 

FB daily chart as of Feb 11, 2022 – Meta continued selling off Monday and Tuesday, then saw a small 

bounce on Wednesday that failed to recover Monday’s losses. Thursday saw a lower close and some 

consolidation before selling off strong on Friday to end the week down -7.40%. 

 

 



 

NVDA daily chart as of Feb 11, 2022 – Nvidia saw higher highs 4 days in a row this week, with a rally 

above its 20 day SMA on Tuesday and a gap up on Wednesday. Thursday briefly saw a higher high before 

selling off most of the day. Friday saw very strong selling to cross back below its 20 day SMA and give 

back all of the gains seen this week plus more. NVDA ended the week down -1.52%.  

We saw a strong rally in the Semiconductor Sector on Wednesday, but this was taken back on Friday as 

this Sector became the weakest of all sectors that day. 

Out of the 7 biggest names above, how many now are below all 3 of their key SMAs?   How many are 

below 2 of their key SMAs?   In what direction are the 20 day and 50 day SMAs sloping?  These are key 

observations to make since these same 7 names currently represent over 25% of the total value of the 

S&P and over 48% of the total value of the Nasdaq-100.  

 

 



 

JPM daily chart as of Feb 11, 2022 – JP Morgan consolidated near its 20 day SMA on Monday, then 

gapped up on Tuesday to briefly break above its 50 day SMA. Wednesday saw an ‘Inside day’ near the 

50 day SMA. Thursday briefly broke higher before selling off most of the day. Friday saw a gap down 

and a wider range day to end the week up +0.86%. 

 

 

CME daily chart as of Feb 11, 2022 – CME group sawn an Inside day on Monday, and a lower low and 

lower high on Tuesday before reporting Earnings on Wednesday before the open. Wednesday saw a gap 

up at the open and a rally up to $256.94 in the first 90 minutes of trading before reversing and selling 

lower the rest of the day. Thursday saw a gap down and selling that continued lower that day and on 

Friday to give back all of its post Earnings gains, ending the week down -2.09%.  

 



 

AA daily chart as of Feb 11, 2022 – Alcoa paused on Monday then resumed its rally by delivering higher 

highs every day this week, and delivering new 13-year highs 4 times this week. AA ended the week up 

+14.48%. 

 

 

NUE daily chart as of Feb 11, 2022 – Nucor broke above its 50 day SMA last week and then paused just 

above that SMA for 3 days.  This week NUE paused on Monday then resumed a strong rally Tuesday, 

Wednesday and Thursday this week with only a small pull back seen on Friday, ending the week up 

+6.43%. 

Both of the two examples of Metals and Mining stocks above saw a strong week this week. 

 



 

SLB daily chart as of Feb 11, 2022 – Schlumberger continued a horizontal pause this week, with a wider 

range day on Monday and ‘Inside days’ on Tuesday and Wednesday. Thursday saw a failed attempt at a 

rally. Friday saw a rally to end the week near the top of its 2-week pause range, up +5.81% for the 

week and still above all 3 of its key SMAs. 

 

 

HAL daily chart as of Feb 11, 2022 – Halliburton continued is slow and steady rally this week, ending 

this week up +4.95%. 

Both of the above two sample ‘Energy’ sector stocks did well this week. 

 

Even within a Bearish market context, we can often find a few strong stocks to consider trading.  



Using a Top-Down Market Analysis process is the framework that we use every day. This weekly ‘Market 

Observations’ publication is also structured as an example of this same process but on a weekly basis.  

Both daily and weekly reviews I find of value. Even if I did not publish these ‘Market Observations’ I 

would still perform the same daily and weekly process to keep in sync with the market trends on both a 

longer term and shorter term time frames. Once you refine your tools and process, the top-down 

review only takes 10 to 20 minutes to do (if you are not writing down all of your observations). 

I hope you find this publication of value, to help you develop your own chart reading skills and 

observations. 

Trade Smart, 

CJ 

 


