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Market Commentary: 
Instability Will Likely Rear Its Head  

 
Two weeks ago we mentioned a potential cycle turning point of Feb. 9, which 
is Wednesday.  
 
The S&P 500 has certainly run up into that date, rallying 40 points to the underbelly of 
the Jan. 3 high and reversal bar.  
 
Feb. 9 is a turning point because it is 180 degrees in time or opposition the 2004 low of 
Aug. 13. Typically, when a market runs sharply up into a turning point, that turning point 
defines some kind of meaningful high and reversal.  
 
Of course, the last two days the market has seen very narrow trade. In other words, on 
the heels of Friday's momentum the S&P has not blown off in a whoop 'em up with two 
piggy back large-range days following Friday's thrust. Rocketing to a new swing high 
above 1218 to 1225 S&P into our cycle turning point would have been an invitation to 
take more profits and get defensive. 
 
That's the technical view. The practical consideration is that this week there is an 
abundance of initial public offerings and secondary offerings. The powers that be on 
Wall Street, the Boyz behind the soft machine -- the investment bankers, syndicates, 
broker/dealers, etc. -- all want to see these new issues and secondaries issued into a 
buoyant environment. Consequently, if the market simply stays in cruise control courtesy 
of these power brokers through Friday, than we must be on our toes if selling pressure 
shows up on Monday.  
 
My thinking is that based on the 180-month or 15-year cycle (1990), there is a better-
than-average likelihood of selling pressure to exert its influence into March. Moreover, in 
the last four years March has seen a major turning point -- alternating from high to low. 
For example, March 2000 was a major high. March 2001 was a low. March 2002 was a 
high. March 2003 was a major low and March 2004 was a high that lasted for 34 weeks. 
 

 
PLEASE SEE IMPORTANT LEGAL DISCLAIMER ON LAST PAGE 
Page 1 Market Commentary: Instability Will Likely Rear Its Head 
Page 3 The DayTrading Report: SUN, MRVL, NC and Observations 
Page 7 The Swing Report: VLO, AIRT, Observations and Trailing Stops 
Page 10 Notes and Guidelines 
    (Continued on the next page) 



Tuesday, February 8, 2005 

 

 
© 1996-2005 TheStreet.com, Inc. All rights reserved. 

2

 
The template in 1990 was a January high, a March low, a July high somewhat above the 
January high and then a smash into an October low. I suspect that we will see at least 
four big swings this year and that the larger-picture volatility will pick up substantially. 
Such is the message of the VIX and VXN at all-time and multiyear lows, respectively. A 
resurgence of volatile swings in 2005 should not be a surprise.  
 
Correction: In yesterday's column I mentioned that the average gain for "up" Februarys 
based on research done by my partner Dave Reif at Mutual Money Flow Management 
was 2.2%. The number actually is somewhat higher, at 2.57%.  
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) still looks interesting leaving an NR7 buy signal. 
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ay’s Close: 24.00 [Up .86] 

THE SWING REPORT 
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Valero Energy 
(VLO:NYSE) 

 Long 
 

Entry:      59.60 
Stop:       57.60  
Initial Target:  61.60 (trade toward) 

 
Pattern: Cooper 1-2-3 Pullback / 180 
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ay is day three in Timberland (TBL:NYSE) (long). We are long from 
tain the stop at 65.50 and the initial target on trade toward 68.80. As 
s close, we are up 40 cents. 

ay is day five in Affiliated Computer Services (ACS:NYSE) (short). 
rt from 53.35. Maintain the stop at 53.75 and maintain the adjusted 
 on trade toward 52.50. As of Tuesday's close, we are up 28 cents. 

ay we were stopped out of Pentair (PNR:NYSE) (short) for a 
. 

ay is day six in Grupo Televisa (TV:NYSE) (long). We are long from 
gap open. On Tuesday, as per instructions we sold our first piece 
0 (the open), locking in an approximate gain of 1.34. Raise the stop 
 the second piece. As of Tuesday's close, we are up 1.15 on the 
e. 

ay is day 10 in NCR (NCR:NYSE) (long). We are long from a gap 
und 34.45. Last Wednesday we sold our first piece, locking in a gain 
ately 1.25. Maintain the adjusted stop at 36.25 for the second piece 
e to hold. As of Tuesday's close, we are up 2.36 on the second piece. 
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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. 
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 Reader Feedback and Questions: 
Please email Jeff directly at 
jeff.cooper@thestreet.com. Again, please direct 
all account-related inquiries to customer service.

 Customer Service: 
Please email tradingreports@thestreet.com, or call 
1-866-321-TSCM (8726) Mon.– Fri. 8 a.m. to 6 
p.m. ET; or outside the U.S. and in Canada, call 
1-212-321-5200 
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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 principal at Mutual MoneyFlow Management, a money management firm (“MMM”), and a financial 
markets author and trader who contributes regularly to TheStreet.com’s RealMoney premium subscription web site.  MMM, a registered 
investment adviser, and its affiliates may, from time to time, have long or short positions in, buy or sell the securities or derivatives thereof, of 
companies mentioned in The Trading Reports, and may take positions inconsistent with the views expressed by Mr. Cooper in The Trading 
Reports.  In the event that, at the time of publication, MMM has a position in a security mentioned in The Trading Reports, appropriate disclosure 
will be made. 
 
Mr. Cooper will be restricted from transacting for his own benefit in securities discussed in The Trading Reports.  Specifically, at the time of 
publication of The Trading Reports, Mr. Cooper may not hold for his own account any security that he discusses in that issue. However, Mr. 
Cooper may enter orders to purchase or sell securities mentioned in The Trading Reports after 10:30 a.m. on the trading day that begins after the 
publication of the issue of The Trading Reports in which the security is mentioned. IF YOU ENTER ORDERS TO BUY OR SELL SECURITIES 
AFTER 10:30 A.M., IT IS POSSIBLE THAT MR. COOPER MAY HAVE PURCHASED OR SOLD THE SECURITY AT A PRICE MORE 
ADVANTAGEOUS THAN THE PRICE YOU WILL OBTAIN.  
 
The Trading Reports contains Mr. Cooper’s own opinions, and none of the information contained therein constitutes a recommendation by Mr. 
Cooper or TheStreet.com that any particular security, portfolio of securities, transaction or investment or trading strategy is suitable for any 
specific person. You further understand that Mr. Cooper will not advise you personally concerning the nature, potential, value or suitability of any 
particular security, portfolio of securities, transaction, investment strategy or other matter. 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. 
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