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Market Commentary: 

Ticket to Ride  
 

Forty years ago marks the first visit by the Beatles to America, and the go-go '60s era began. 
For some of us, it seems like yesterday.  
 
And what with the way the networking/telecom sector exploded this week, it's hard to tell the 
difference between that go-go era, the go-go era of the end of the 1990s, and today. Talk about 
your cultural mania. The Fab Nazz. The hits just keep coming in.  
 
As I wrote over a week ago, it's that old-time religion (to revisit that newsletter, click here: 
http://www.thestreet.com/k/jc/pdf/200401052140.pdf). If John Lennon were a momentum trader, 
he might be saying that stocks are more popular than religion.  
 
Let's review what we've been looking at this week. In my experience, long runs that have 
exceeded most people's expectations end with a bang, not with a whimper (for that column, click 
here: http://www.thestreet.com/k/jc/pdf/200401152136.pdf). These kinds of moves usually stand 
on their haunches, stand on their toes, and as my partner Dave Reif and I like to call them, we 
like to say they "whoop, whoop, whoop" it up just like the Three Stooges.  
 
Also, in my experience, when the same cast of characters has ridden the market all the way 
down from 2000 to 2002 and are now calling for a pullback -- as well as those bullish Boyz who 
bought the move off the March 2003 lows, and who in December were looking for the likelihood 
of a pullback in early '04 (as yours truly was) -- it's usually time for the market to squeeze both 
ends against the middle.  
 
However, you'll remember that as we observed the price action going into '04, it seemed to us that 
the market was going to continue its fast run, and that there was a greater-than-average likelihood 
that before any meaningful pullback occurred, the S&P (as a measure of market behavior) would 
be magnetized to our first target of at least 1136 or our second target of 1150/1160.  
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The lesson is this: Never underestimate a market (or a stock) with a head of steam. Momentum 
has a life of its own. It is self-fulfilling. It is self-driving. It thrives and feeds on itself. You never want 
to underestimate a runaway or parabolic move. As emotionally satisfying as it may feel to pick a 
top, trust me, it's never financially gratifying in the long run -- even if you get lucky once or twice.  
 
Trying to pick a bottom or a top has nothing to do with making money in a trading business. It 
has nothing to do with discipline, albeit attaching the trait of discipline to "irrationalism" or 
market "exuberance" may seem counterintuitive. Even if most people seem to forget the power 
of end runs, don't.  
 
For example, the S&P made a three-week 15% move into the top in March 2000. And that's after 
what looked like a darn good sell signal on the monthly chart in January 2000, when the S&P 
gave an outside down month that closed near the low of the month. As I have stated before, and 
as you know, strong runs typically end with a bang, not a whimper, or a whoop 'em up. 
 
You typically get Three Stooges, or three moves on the daily or weekly chart, in these whoop 'em 
ups. These whoop 'em ups typically make no sense. But remember that the most money is often 
made in the shortest amount of time at the end of a run -- at the end of a run that is characterized 
by a heady, frenzied atmosphere. These are referred to as Climax Runs.  
 
Friday's close at 1139.85 on the S&P cash by more than 3 points over the 1136 square suggests 
a potential whoop 'em up to 1150/1160 quickly.  
 
The metamorphosis of some of the former Fab Nazz highfliers into cats and dogs that are now 
doing their best imitation of Lazarus in 2004 (see the charts below) is characteristic of the 
euphoria that accompanies these Climax Runs. It is important to remember that, although the fat 
lady may be gargling, it ain't over until she's sung.  
 
It is also important to remember that, as was the case of the monthly S&P chart in January 
2000, first sell signals often squeeze all those who observe the conspicuousness of these 
signals. The market most often (not always) tests buy and sell signals, giving a more graceful 
exit (entry). Such was the case in 2000 at the top. Such was the case at the March 2003 test of 
the October 2002 low.  
 
P.S. I am very pleased to announce that I have joined Mutual Money Flow Management, where I 
am a partner and portfolio manager, and will sit on the investment policy committee. In 
conjunction with Dave and John Reif, the firm will now manage individual stock accounts (both 
long and short) using the best tools that we have found that consistently capture profits in 
intermediate-term swing trading. Unlike my daily and short-term swing picks available in my 
Trading Reports newsletter, the focus at Mutual Money Flow Management will be to capitalize on 
positions over three weeks to a few months. 
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Broadcom (BRCM:Nasdaq) 

 
 
 

Cisco (CSCO:Nasdaq) 
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Juniper Networks (JNPR:Nasdaq) 

 
 
 

Lucent (LU:NYSE) 
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Chart  1

 
THE DAYTRADING REPORT 

 
 
 

Keryx Biopharmaceuticals 
(KERX:Nasdaq) 

Long 
  

Entry:          9.10 
Stop:           8.35 
Pattern:       Pullback Pivot 
 
Comments: Cheapie du Jour 

 
 
Pattern:  Power Surge (3rd higher low). 
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Chart 2 
 

Varian Medical Systems 
(VAR:NYSE) 

Long 
  

Entry:      75.80 
Stop:          74.80 
Pattern:     Extended Level Boomer 
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Chart  3
 
 
 

Capital One 
(COF:NYSE) 

Long 
  

Entry:    67.75 
Stop:          66.75 
Pattern:     Jack-in-the-Box 

 
 
Pattern:  Power Surge (3rd higher low). 
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Chart 4
 
 
 

Photon Dynamics 
(PHTN:Nasdaq) 

Long 
  

Entry:     44.40 
Stop:          43.40 
Pattern:      Expansion Breakout / 180 

 
 
Pattern:  Power Surge (3rd higher low). 
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OBSERVATIONS
 
 

 
 
 

-- Although not an official pick, keep Affymetrix (AFFX:Nasdaq) on the radar as 
a long based on the Flattop Expansion Breakout / Rule of 4 Breakout / Volume 
Expansion Breakout.  
 
-- It was a good day for us in ImClone (IMCL:Nasdaq). 
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Chart 1

 
ay’s Close: 24.00 [Up .86] 

THE SWING REPORT 
 
 

 
Digene 

(DIGE:Nasdaq) 
 Long 

 
Entry:      43.60 
Stop:       41.40  
Initial Target:  45.80 

 
Pattern:       Triangle Pendulum / *180 
 
Comments: Note the big picture Cup & Handle pattern traced 
out from October. 
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Chart  2

 
 

 
 

Avid Technology  
(AVID:Nasdaq) 

 Long 
 

Entry:    53.55 
Stop:     51.70 
Initial Target:   55.40 
 
Pattern: *Cooper 1-2-3 Pullback / 180 
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Chart  3
 
 
 

Smith International  
(SII:NYSE) 

 Long 
 

Entry:   42.85 
Stop:    41.35  
Initial Target:  44.35 

 
Pattern: Cooper 1-2-3 Pullback / 180 
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   OBSERVATIONS AND TRAILING STOPS

 
 

 
 
 

-- Tuesday is day two in Hi-Tech Pharmacal (HITK:Nasdaq) (long). We are long 
from 27.15. Maintain the stop at 25.15 and the initial target at trade toward 29.15. 
HITK left an LROD (Large Range Outside Up-Day) on Friday and looks ready. 
 
-- Tuesday is day two in Rambus (RMBS:Nasdaq) (long). We are long from 35.16 
on a gap open. Maintain the stop at 33.20 and the initial target at trade toward 
36.20. 
 
-- Tuesday is day two in Adtran (ADTN:Nasdaq) (long). We are long from 36.00 on 
a gap open. As per instructions, we sold our first piece, locking in a gain of 80 cents. 
Raise the stop on the second piece to 35.80. 
 
-- Tuesday is day three in Quest Diagnostics (DGX:NYSE) (long). We are long from 
76.00. Maintain the stop at 75.00 and maintain the initial target at trade toward 78.00. 
 
-- Tuesday is day five in Sonic (SONC:Nasdaq) (long). We are long from 34.00. 
Maintain the stop at 33.10 and the initial target at trade toward 35.00.   
 
-- On Friday, we were stopped out of Spinnaker (SKE:NYSE) for a loss of 1.00. 
 
-- On Friday, we sold our second piece of Danaher (DHR:NYSE), as per 
instructions, on trade toward 94.50, locking in a gain of 5.10, after locking in a gain 
of 95 cents on the first piece. 
 
-- Tuesday is day 10 in j2 Global Communications (JCOM:Nasdaq) (long). We are 
long from 27.80. Maintain the stop at 26.80 and maintain the initial target at trade 
toward 29.80. 
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THE TRADING REPORTS HIT LIST 

For the week beginning 1/20/04 
 

The following is a list of those strongly trending stocks (up and down) that my work shows to be the 
most interesting for the current week. Not all strongly trending stocks are created equal. The following 
stocks are culled from screens that meet my proprietary criteria based on patterns, time and price. 

 
 

Uptrending 
 

Broadcom (BRCM:Nasdaq) 
Keryx Biopharmaceuticals (KERX:Nasdaq) 
Affymetrix (AFFX:Nasdaq) 
Cyberonics (CYBX:Nasdaq) 
Quality Systems (QSII:Nasdaq) 
Qualcomm (QCOM:Nasdaq) 
Foundry Networks (FDRY:Nasdaq) 
Digene (DIGE:Nasdaq) 
Adtran (ADTN:Nasdaq) 
Phelps Dodge (PD:NYSE) 
GTech Holdings (GTK:NYSE) 
Nanometrics (NANO:Nasdaq) 
Apache (APA:NYSE) 
Sina (SINA:Nasdaq) 
 
 

Downtrending 
 
None this week as I want to focus on the uptrend. 
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Notes and Guidelines

 
 
 
 
 

DayTrading Report:  
Trades marked ▲ indicate stocks that are considered small-cap, trading 500K shares or less. 
As you know, thin stocks are generally more volatile and trade with a wider spread.  
 
Trades marked * indicate patterns that don’t conform to the original rules of the pattern 
but are defined as “in the spirit of” their namesakes.  
 
The 1-Point Gap Rule: Any stock recommendation that opens 1 or more points above the 
listed entry price (for longs) or 1 or more points below the listed entry price (for shorts) should 
be ignored for the day. Please note that history suggests that entering a stock on a gap open 
increases your potential for a loss. 
 
Reminders: A signal is not valid unless the stock trades at or above the listed entry price for 
longs and at or below the listed entry price for shorts. If a position moves 1 point in your 
favor in this choppy environment, it is a good idea to sell half the position and move 
your stop on the remaining position to break even. 
 
Charts: The green line is a simple 10-day moving average, the blue line is a simple 20-day 
moving average, and the red line is a simple 50-day moving average. 
 
 
The Swing Report:  
Trades marked ▲ indicate stocks that are considered small-cap, trading 500K shares or less. 
As you know, thin stocks are generally more volatile and trade with a wider spread.  
 
Trades marked * indicate patterns that don’t conform to the original rules of the pattern 
but are defined as “in the spirit of” their namesakes. 
 
The 2-Point Gap Rule: Any stock recommendation that opens 2 or more points above the 
listed entry price (for longs) or 2 or more points below the listed entry price (for shorts) should 
be ignored for the day. Please note that history suggests that entering a stock on a gap open 
increases your potential for a loss. 
 
Initial Target: Target price at which you should look to sell/cover half your position. 
 
Reminders: A signal is not valid unless the stock trades at or above the listed entry price for 
longs and at or below the listed entry price for shorts. If a position moves 2 points or more 
in your favor in this choppy environment, it is a good idea to sell half the position and 
move your stop on the remaining position to break even. 
 
Charts: The green line is a simple 10-day moving average, the blue line is a simple 20-day 
moving average, and the red line is a simple 50-day moving average. 
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Legal Information 

 
This information is confidential and is intended only for the authorized Subscriber. Please notify us if you have received this document in error by 
telephoning 1-800-562-9571.  
 
Jeff Cooper, writer of The Trading Reports, is a financial markets author and trader, and a regular contributor to RealMoney, the premium 
subscription site of TheStreet.com.  
 
At the time of publication, Mr. Cooper will not, directly or indirectly, have a position in any security that he discusses in The Trading Reports.  
HOWEVER, MR.COOPER MAY ENTER ORDERS TO PURCHASE OR SELL SECURITIES MENTIONED IN The Trading Reports AFTER 
10:30 a.m. ET. ON THE TRADING DAY FOLLOWING THE DATE ON WHICH THE SECURITY IS MENTIONED IN The Trading Reports. IF 
YOU ENTER ORDERS TO BUY OR SELL SECURITIES AFTER 10:30 a.m. ET., IT IS POSSIBLE THAT MR. COOPER MAY HAVE 
PURCHASED OR SOLD THE SECURITY AT A PRICE MORE ADVANTAGEOUS THAN THE PRICE YOU WILL OBTAIN.  
 
Mr. Cooper is not registered as a securities broker-dealer or an investment adviser either with the U.S. Securities and Exchange Commission or 
with any state securities regulatory authority. The Trading Reports contains Mr. Cooper’s own opinions and is provided for informational 
purposes only. You should not rely solely upon The Trading Reports for purposes of transacting securities or other investments, and you are 
encouraged to conduct your own research and due diligence, and to seek the advice of a qualified securities professional, before you make any 
investment.  None of the information contained herein constitutes, or is intended to constitute a recommendation by Jeff Cooper or 
TheStreet.com, Inc. of any particular security or trading strategy or a determination by Jeff Cooper or TheStreet.com, Inc. that any security or 
trading strategy is suitable for any specific person. To the extent any of the information contained herein may be deemed to be investment advice, 
such information is impersonal and not tailored to the investment needs of any specific person. 

Contact Info 

 

 

Customer Service: 
Please email tradingreports@thestreet.com, or call 
1-800-562-9571 Mon.– Fri. 8 a.m. to 6 p.m. ET 

Reader Feedback and Questions: 
Please email Jeff directly at 
jeff.cooper@thestreet.com. Again, please direct 
all account-related inquiries to customer service.


