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Market Commentary: 

Defining a Rally  
 

Weird market? Perhaps. But maybe it is just volatility reverting to its mean. I had almost 
forgotten the wallop of big-time volatility.  
 
But on Wednesday, the deck chairs flipped to the other side of this programmed trading cruise 
ship that we call the stock market.  
 
Wednesday's outside-down day setup would appear to be a crystal-clear move lower to our 
first potential target of 1126 and a close near the low of the week.  
 
But on Thursday, stronger-than-expected economic reports and some solid corporate 
earnings lit the fuse on a deeply oversold condition. Then, when Alan Greenspan testified 
before Congress that the notion of stagflation was not a threat, stocks surged once again to 
close at a high of the session.  
 
What a difference a day makes -- 24 little hours. We went from tears from the bulls to the 
bulls tearing up the tape. The $64,000 question, of course, is whether Wednesday's low 
was the low. Certainly, it was a sort of low. The Dow put on its best performance in nearly 
two years. The S&P 500 left an Expansion Range Double Stick Buy Signal -- a new 60-day 
low from a large-range decline with a poor close followed by a mirror-image large-range 
upside bar with a high tick close. 
 
In the process, bullishly, the S&P recouped its 200-day moving average since the quarterly 
chart turned four days ago. Remember that I have said many times to watch the behavior on 
the turn of the quarterly chart and put your stop watch on over the ensuing week. In that vein, 
Thursday's action certainly may be significant.  
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In one session, the S&P almost completely retraced the break from the quarterly chart turn-
down at 1163.70. As I said recently, only a close back above that level would suggest that the 
rubicon has been crossed and that everyone who wanted to sell had sold and that a washout 
and a flush-out was complete. 
 
Conclusion: The problem with the idea that the low is in is that there is time to run into the end 
of the month on the 55-day panic cycle, and that in my work no major square-out, as far as 
price is concerned, has occurred here. Importantly, there is no corroboration of the Expansion 
Range Double Stick Buy Signal. But that does not mean that even if a low is not in, the market 
cannot rally for two weeks, setting up a Minus-one Plus-two Pattern on the weekly chart -- in 
other words, two higher highs on the weekly charts.  
 
Additionally, the market could base-build here into the end of the month and carve out a low 
that would define the point from which the 2005 rally could begin. However, a dive into the 
end of the month that drives up fear, along with more volatility, would have been my 
preferred scenario.  
 
Of course, the market enjoys defying scenarios. Let's see if it can cobble together some follow-
through from Thursday's Reif Real Accumulation Day on the S&P and Nasdaq -- something 
that it has not been able to accomplish since the March 7 high.  
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Nasdaq -- Daily 
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Pivot Points 

 
 

S&P 500 -- 10-Minute  
 
 
Pattern:  Power Surge (3rd higher low). 
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 Chart 2 
 

Harman International 
(HAR:NYSE) 

Long 
  

Entry:        88.60 
Stop:          87.60 
Pattern:     Expansion Range Double Sticks 
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Chart  3
 
 
 

Hansen Natural 
(HANS:Nasdaq) 

Long 
  

Entry:    56.75 
Stop:          55.75 
Pattern:     180 / Pullback Pivot 

 
 

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

THE SWING REPORT 
    Chart  1

 
 

 
Fortune Brands 

(FO:NYSE) 
 Long 

 
Entry:      87.25 
Stop:       85.25  
Initial Target:  89.25 (trade toward) 
 
Pattern: V-Thrust / 180 
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Chart  2  
 

Infospace  
(INSP:Nasdaq) 

 Long 
 

Entry:    45.50 
Stop:     43.50 
Initial Target:   47.50 (trade toward) 
 
Pattern: Expansion Breakout / 180 
 
Comments: With the low-level Expansion Breakout  

      in INSP, this looks interesting as it came  
      out of a running Cup and Handle Pattern -- a  
      Cup and Handle at its 50-day moving average. 
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    OBSERVATIONS AND TRAILING STOPS
 
 

-- On Thursday, Avid Technology (AVID:Nasdaq) (short) triggered at 51.65 and 
then was stopped out at 52.85 for a loss of 1.20. 
 
-- Friday is day two in Potash (POT:NYSE) (short). We are short from 82.15. 
Maintain the stop at 84.15 and the initial target on trade toward 80.15. As of 
Thursday's close, we are down 90 cents. 
 
-- KB Home (KBH:NYSE) (short) never triggered. 
 
-- In Intuitive Surgical (ISRG:Nasdaq) (long), we sold our first piece on 
Tuesday, locking in a gain of 1.90. On Thursday, we sold our second piece at 
51.90, locking in a gain of 3.90. 
 
-- Friday is day four in Global Payments (GPN:NYSE) (long). We are long from 
63.80. We sold our first piece on trade toward 65.80, locking in a gain of 2.00. 
Raise the adjusted stop to 64.90 on the second piece. As of Thursday's close, we 
are up 2.18 on the second piece.  
 
-- Friday is day five in Cree (CREE:Nasdaq) (long). We are long from 25.75. 
Maintain the stop at 23.75 and the initial target on trade toward 27.75. As of 
Thursday's close, we are down 1.07. 
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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 1-866-321-TSCM (8726).  
 
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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