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This week, after my speaking engagement 

in Auckland, the questions that came 

from the floor provided feedback on what 

subscribers and potential subscribers 

actually value in a newsletter. Therefore, 

the newsletter will have a new look to 

reflect these values.

First off the rank the Equity Put/Call ratio.

As can be seen, the forces towards 

returning to the mean are starting to 

make themselves felt. This timing tool is 

mostly based upon experience and gut. It 

is an interpretation as much as anything. 

Simply, place it in context with the rest of 

the analysis.

COT Report.

The COT report provided the following 

index number 70% and a +/-40 of [-12%]. 

The Commercials continue to reduce 

market exposure. What is interesting is 

that the Leveraged Funds are doing the 

same. Thus a signal that would normally 

indicate an increasing signal of weakness 

has to be re-interpreted. Non-reportables 

are unchanged.

Contango/Backwardation.

The S&P500 is still in Backwardation. This 

is due to the Federal Reserve policy with 

regard to interest rates, and argues for 

a bullish position. The spread at [-7] is 

consistent with bullish readings back in 

late February early March, where, we had 

“Man is a masterpiece of creation, if only because no amount of determinism 

can prevent him from believing that he acts as a free being.” 

Lichtenberg, Aphorisms, 1764-1799.
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a market swoon and recovery. By way 

of contrast however, COT readings were 

much more bullish at index 80% and +/-

40 at +20 levels.

The charts, as we shall see, remain bullish 

in the longer timeframes, but are starting 

to rollover in the shorter timeframes. 

When combined with the previous data, 

the story suggests the possibility of a 

trend change. The 25day chart is neutral/

bearish. In an index this type of chart will 

likely lead to a bounce higher, that may 

well fail. 

We are in a potential transition period. As 

such, we trade the trend, until the trend 

provides conclusive evidence that it has 

in point of fact rolled over. The current 

position of the SPY is that it is nicely 

positioned to play for a bounce.

It is possible that the SPY opens lower 

Monday morning. if it does so, it will hit 

the 3mth support line, and should, close 

thereabouts, or slightly above. If positive 

news comes out over the w/e that is very 

bullish, in which case, we may gap slightly 

higher. Force Index suggests weakness 

Monday morning, while MACD suggests 

the opposite.

Which brings us to the “Trade of the 

Week.” SBUX long. On the 3mth chart, 

this looks a risky trade, which it may 

well turn out to be. Correlations are high 

once again to the overall market, so the 

SPY 3mth chart suggests a bounce. The 

25day chart however is a different story. 

SBUX is at support, has divergences in 

both indicators, and held up well into the 

close on Friday afternoon.
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Disclaimer:
The information found in this report should not be considered to be investment advice. Any investment decisions you make should 
be based solely on your evaluation of your financial circumstances, investment objectives, risk tolerance, and liquidity needs. 
The author is not a registered investment advisor and does not represent the information in this report as a recommendation for 
readers to buy or sell the securities under discussion. All information contained herein is believed to be accurate at the time the 
information is posted. However, it is possible that errors may exist n this report. The reader should conduct his or her own due 
diligence and not, under any circumstances, rely on any of the information presented on this site. All liability for the content of 
this report, including any omissions, inaccuracies, errors, or misstatements is expressly disclaimed. Always complete your own 
due diligence. The author will disclose positions held in securities under discussion at the time of posting.

The trade is a Bull Spread. May Week 2 

Expiry.

Sell $57.50

Buy $55.00

Debit @ circa $0.94

This provides the following numbers:

Max Risk @ $55.00 = $94/contract 

[-100%]

Max Reward @ $57.50 = $156.00/

contract [+166%]

Break-even @ $55.94

Closing price Friday: $55.50

If market prices move against the position 

early in the week, taking the position to 

its maximum loss, it will likely be required 

to take defensive action and roll into a 

new position. If this becomes necessary, 

this change will be communicated.

Recommendation: Stay long

duCati system: Reduce by 20% long term 

system on Monday.

Until next week, jog on, duc.
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