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Market Commentary: 
Turnaround Here? Not All Counting Crows Are Created 

Equal 
 

Round here we're carving out our names  
Round here we all look the same  
Round here we talk just like lions  

But we sacrifice like lambs  
 

Round here hey man got lots of time  
Round here we're never sent to bed early  

And nobody makes us wait  
Round here we stay up very, very, very, very late 

-- Counting Crows 
 

In the nomenclature of candlestick charting, Black Crows are three consecutive negative bars with 
closes at/near the bottom of the day's range. In other words, three down days with each close near 
the low of the session.  
 
These Black Crows, these three "birds on a wire of distribution," are supposed to be a warning of 
weakness with further downside to follow. Apparently, the thinking is that when three crows show 
up there is likely a flock not far behind. It makes sense on the surface, I suppose: Large moves, of 
course, begin with small moves. Three signs of distribution are sometimes a sign of a turn. But what 
if these three crows are just scouts checking out the conditions?  
 
In my experience, if the intermediate trend is firmly up, it typically does not give more than three 
days down against the trend. This is how I define the concept of the 1-2-3 Pullback described in my 
first book, Hit and Run Trading. As you know, I key off of the price action in the S&P as program 
trading currently represents approximately 35% of all NYSE volume. As you also know, the S&P left 
a 1-2-3 Pullback buy setup on Monday's close. In my experience, the first 1-2-3 pullback from highs 
is one of the best risk-to-reward setups you can find. It does a good job of identifying when the 
move will resume ... if it is going to resume.  
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It is too early to say with certainty if Tuesday's attempted turnaround will make the crow counters fly 
away. But the fact that some technicians are comparing the current Black Crows of last Thursday, Friday 
and Monday to the Black Crow pattern of Aug. 1, 2 and 5 is heartening for the prospects of the longevity 
of the rally phase. Apparently these bears indicate that the sell signal on Aug. 5 at 834 S&P "worked," 
but that it took a while to kick in. 
 
I'll say. Thirteen trading days and 130 S&P points later! Interpretations like this we can do without. 
Moreover, it appears that there are more than a few technicians out there who choose to perceive the 
current Black Crow as bearish and are fearful of missing the next leg down. Consequently, as in August, 
they are now putting their face in the fire and shorting even if it means taking some heat. Can you say 
blowtorch?  
 
Unless you feel you need to punish yourself for some reason, I do not recommend this approach to 
trading or this style of thinking. Psychotherapy has got to be cheaper. It's not necessary to get too far 
ahead of the curve; it's only important to follow the market. Don't stay up very, very late trying to outthink 
the market. That's not the point. The point of the game is to define the intermediate term and look for re-
entry setups as the short-term trend pulls back, giving an opportunity.  
 
The Nazz has been leading. And the Nazz has carved out an Outside Up month. In other words, so far in 
October the Nazz made a new swing low for the move but has already exceeded September's high, 
which was on Sept. 11. Of course, this Outside Up monthly pattern is not a pattern that should be easily 
faded. Neither is it a pattern that should fail, as a failure from this type of setup could be ugly indeed. 
Rather, this pattern should be given the benefit of the doubt until proven otherwise.  
 
With such a big-picture dynamic the first pullback must be bought. The bulls must show their stuff here if 
they are out there. Tuesday, the bulls did show up and the techs took off. However, the rally was 
tarnished when an hour before the close Philip Morris (MO:NYSE) said it was "not in the position" to 
confirm its previous target of 8% to 10% earnings growth in 2003. If it is not in a position to confirm or 
deny, then who is? It is important to remember that one day does not a market make and that one stock 
(in this case MO) does not a market make. 
 
Of course, the herd has been so burned buying the dips that it is on its heels at the first sign of any 
trouble and is squeamish at the first sign of blood on the tracks and a little red on the tape.  
 
If the bullish bent to the near-term personality of the market is to persist, the correct posture will be to 
buy the dip when it's ugly. If the personality of the market has indeed changed, then buying the dip will 
work. If buying the dip does not work here then indeed the birds may be headed south.  
 
Does that mean my nerves weren't raw on Monday? Hell no. But on these semiholidays, when the cat's 
away the mice love to play. As my associate Dave Reif suggested to me Tuesday morning: Isn't it easy 
for a few princes of darkness manning the big trading desks to buy cheap puts and then smash the 
market down when most of the big buy-side elephants are away? Very little resistance was offered to 
push the beach ball under water on Monday as the banks were closed.  
 
Conclusion: As speculated last week, Monday/Tuesday should find a low. So far so good. The 
momentum with which this beach blanket Babylon bingo ball known as the market comes bouncing back
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will tell the tail. However (there is always a however), as Dave Reif also points out, the percent of 
stocks above their 200-day moving average dropped to 19% again after generating a recent triple-top 
breakout on the point-and-figure chart. This is potentially troublesome. The market has got to pull 
itself up by its bootstraps here if the advance is going to continue. A strong move up accompanied by 
solid breadth and volume is required here or the advance could disintegrate. 
 
Strategy: Note how the first bar up on the S&P on Aug. 6, after the Black Crows pattern, completely 
offset the prior day's decline as it kissed its 20-day moving average. Likewise, in order to remain 
constructive, the S&P needs to recapture its 20-day moving average now. Constructively, the volume 
on the decline from Thursday, Friday and Monday was moderate. Interestingly, the Nasdaq did hold 
its 20-day MA Monday following through on a Holy Grail buy signal and turning its daily chart up. That 
is the same behavior demonstrated by the Nasdaq on Aug. 29. The action this week will be critical as 
to the longevity of the advance. If the bulls are going to make the bears eat crow, the clock is ticking.  
  

Nasdaq Combined Composite 
 

 
 
 

(A) Primary Holy Grail buy signal generated on Nazz.  
(B) September high  
(C) New monthly low  
(D) Turn up in monthly chart establishes outside up month as Nazz leads S&P  
(E) Note outside day up at 20 day on way down in August. Follow-through to upside now would be a 
change in character. 
(Continued on the next page) 
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S&P 500 Daily 

 
 

 
 
 
 
(A) Aug. 8, Black Crow offset similar to Tuesday's action. 
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THE DAYTRADING REPORT 
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Adobe Systems 
(ADBE:Nasdaq) 

Long 
  

Entry:    Only on a pullback toward 26.00 
Stop:          Use a 1-point stop 
Pattern:     Volatility Jackknife / 180 

 
 
Pattern:  Power Surge (3rd higher low). 
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ay’s Close: 24.00 [Up .86] 

THE SWING REPORT 

 
Amerada Hess  
(AHC:NYSE) 

 Short 
 

Entry:      52.25 
Stop:       54.25  
Initial Target:  50.25 

 
Pattern: Lizard / Volatility Setup 
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Tech Data  
(TECD:Nasdaq) 

 Long 
 

Entry:    35.65 
Stop:     33.65 
Initial Target:   37.65 
 
Pattern: Cooper 1-2-3 +1 / 180 
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ay is day two in IBM (IBM:NYSE) (long). We are long from 78.45.  
 look to exit one-half your position at 80.45. Raise your stop to 78.50. 

ay is day four in Merck (MRK:NYSE) (long). We are long from 56.10. 
 stop at 54.10. The initial target for one-half of your shares is 58.10. 

ay is day four in Aetna (AET:NYSE) (short). We are short from 38.90. 
 stop at 40.90 and look to sell one-half of your shares at the initial 

.90. 
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s that are considered small-cap, trading 500K shares or less. 
erally more volatile and trade with a wider spread.  

rns that don’t conform to the original rules of the pattern 
it of” their namesakes.  

k recommendation that opens 1 or more points above the 
or more points below the listed entry price (for shorts) should 
ote that history suggests that entering a stock on a gap open 
s. 

unless the stock trades at or above the listed entry price for 
ntry price for shorts. If a position moves 1 point in your 

ent, it is a good idea to sell half the position and move 
sition to break even. 

le 10-day moving average, the blue line is a simple 20-day 
 is a simple 50-day moving average. 

s that are considered small-cap, trading 500K shares or less. 
erally more volatile and trade with a wider spread.  

rns that don’t conform to the original rules of the pattern 
it of” their namesakes. 

k recommendation that opens 2 or more points above the 
or more points below the listed entry price (for shorts) should 
ote that history suggests that entering a stock on a gap open 
s. 

ich you should look to sell/cover half your position. 

unless the stock trades at or above the listed entry price for 
ntry price for shorts. If a position moves 2 points or more 
vironment, it is a good idea to sell half the position and 

ing position to break even. 

le 10-day moving average, the blue line is a simple 20-day 
 is a simple 50-day moving average. 

n regarding the model, please visit: 
. 

http://www.mutualmoneyflow.com/
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tended only for the authorized Subscriber. Please notify us if you have received this document in error by 

orts, is a financial markets author and trader, and a regular contributor to RealMoney, the premium 

ill not, directly or indirectly, have a position in any security that he discusses in The Trading Reports.  
R ORDERS TO PURCHASE OR SELL SECURITIES MENTIONED IN The Trading Reports AFTER 
Y FOLLOWING THE DATE ON WHICH THE SECURITY IS MENTIONED IN The Trading Reports. IF 
ELL SECURITIES AFTER 10:30 a.m. ET., IT IS POSSIBLE THAT MR. COOPER MAY HAVE 
ITY AT A PRICE MORE ADVANTAGEOUS THAN THE PRICE YOU WILL OBTAIN.  

ities broker-dealer or an investment adviser either with the U.S. Securities and Exchange Commission or 
ority. The Trading Reports contains Mr. Cooper’s own opinions and is provided for informational 
ly upon The Trading Reports for purposes of transacting securities or other investments, and you are 
rch and due diligence, and to seek the advice of a qualified securities professional, before you make any 
ntained herein constitutes, or is intended to constitute a recommendation by Jeff Cooper or 
curity or trading strategy or a determination by Jeff Cooper or TheStreet.com, Inc. that any security or 
ific person. To the extent any of the information contained herein may be deemed to be investment advice, 
 tailored to the investment needs of any specific person. 

Please email Jeff directly at 
jeff.cooper@thestreet.com. Again please direct 
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