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“An object at rest will remain at rest unless 
acted upon by an external and unbalanced force. 
An object in motion will remain in motion unless 
acted upon by an external and unbalanced 
force”. Isaac Newton’s First Law of Motion 
- Inertia.
 
Usually the refrain sounds something like, 
‘trading would be easier if we were in a bull 
market’ or something along those lines. During 
the high volatility and range bound market last 
August/September I heard that a lot. 

Now, when we have a bull run and a trending 
market, some of the advice runs to ‘go to cash, 
take profi ts, you never go broke taking profi ts, 
a correction is coming, etc. 

Yes, eventually a correction will come, they 
always do. The art of trading lies in part on 
being able to see a correction as it starts to 
unfold, and alter your market position, which 
involves altering your mindset. It is also true 
that trying to anticipate a correction is diffi cult, 
almost impossible, is almost guaranteed to 
take you out of huge trends very early, and the 
‘taking of profi ts’ does in point of fact make you 
go broke.

Leaving ‘open profi ts’ open is without a doubt, 
a very diffi cult market to trade, especially when 
it comes, as it does, after a prolonged period 
where the market has conditioned you to take 
profi ts almost immediately, to think that day 
trading is the only rational approach to making, 
and more importantly, keeping money made in 
the market.

This current market is tough for precisely that 
reason. Many technical indicators are screaming 

overbought, particularly oscillator based 
indicators...in any trend, this is always the case.
Blogs, Twitter, mainstream, are all cautious, 
waiting for that pull-back, where, then, the 
problem is how deep a pull-back? If it’s too 
deep, then, it’s not a ‘correction’ but a change 
of trend, and they again recommend waiting 
for a correction to ‘get short’.

The purpose of this newsletter is twofold: [i] 
get you in or out near infl ection points [ii] keep 
you in a trending market until another infl ection 
point is signalled. This make no mistake is no 
easy trick. And if successful, will make you 
wealthy.

So let’s get to it. What is happening this week? 
In two words: Hold Long.

Within the 3mth chart there is some clear space 
to allow higher prices. We have tested the 
support area three times in the last two weeks: 
if stocks were going lower, they have had plenty 
of opportunity to do so, now they may test 
previous highs, or resistance.

The 5-day chart has had a volatility expansion. 
This means that the charts are not clear with 
regard to very short-term tops and bottoms. 
Intra-day lows and highs are not going to 
show for a few days while the new volatility is 
gradually absorbed. As with any ‘signal failure’ 
there is a lesson to be gained, on the failure, go 
with the failure as a confi rmation. Therefore, the 
failure of the volatility envelope to contain price, 
signals a strong bullish move.

The 2yr very clearly indicates the second test of 
support, and the convincing rejection of lower 
prices as prices moved sharply higher. Stay long.
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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.
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When you catch a trend, you ride that trend as 
long as the trend lasts, or until it fakes you out. 
If you jump off prematurely, the small losses 
that are part and parcel of trading are never 
over compensated for by massive profits.

This is in part why I run a hybrid strategy, for 
exactly these reasons: it allows me to stay in big 
trends without, or with less mental anguish. It 
also allows for less precision in the swing trade 
methodology. I will always strive to catch the 
earliest indication of an inflection point, but, 
the market will on occasion throw a pitch that 
is simply missed. The longer term methodology 
provides the insurance against any damage to 
the overall portfolio.

Recommendation for ‘Swing Trades”:

• hold long position.
Recommendation for The duCati system:

• hold long position, take no action.

Until next week, jog on
duc

Summary:
Last week I wrote the following summary:

Overall the trend is intact. There are, as always, 
risks that the trend might bend. Certainly many 
traders are becoming un-nerved by the duration 
and extent of the move higher, and last weeks 
‘candlestick’ will certainly add some uncertainty 
to the picture. The ‘gravestone’ or ‘doji’ could 
be interpreted by many as an indicator for a 
correction. taken as part of the overall picture, 
I am less concerned than I might have otherwise 
been.

The holding of support in the longer term charts, 
combined with a short-term failure to contain 
price is a bullish development. Sure volume is 
low, and that in many ways is another technical 
failure, that confirms the conviction of the move.

This is an uncomfortable market psychologically 
because we were conditioned over about 5 
months of range-bound chop to take profits 
quickly. Now that conditioning is making itself 
felt as it operates on our psyche - quick, you 
have some profit, don’t let it slip away.


