
"I could care less what bitcoin trades for, how it trades, 
why it trades, who trades it. If you're stupid enough to 
buy it, you'll pay the price for it one day. I've also told 
people that it can trade at $100,000 before it trades to 
zero. Tulip bulbs traded for $75,000 or something like 
that." Jimmie Dimon on CNBC 
 

Traveling 

 
We will be working out of the office from Tuesday the 
14th through Friday the 24th. If you need to contact us 
please use email, bbands@bollingerbands.com. This 
ability to work from wherever you are is truly one of the 
gifts of the Information Age. There are a few things we 
can't manage from the road, but nothing that is actually 
essential; all the important bits and pieces are now 
online or on the laptop. I'll be teaching two classes on 
Bollinger Bands sponsored by the Nippon Technical 
Analysis Association, one in Tokyo and one in Osaka. 
Between my lectures we'll be traveling in the Japanese 
countryside. The climate in the south of Japan is a bit 
milder than ours, so it'll be leaf turning season. 

The Stock Market 

 
A couple of months back we presented a home-grown, 
equal-weighted FAANG index to track the mania in the 
tech growth stocks. The stocks we included were Face-
book, Apple, Amazon, Netflix and Google. Now ICE, 
the commodities exchange, has introduced FANG+, 
which is an up-sized version of FAANG that includes 
Alibaba, Baidu, Nvidia, Tesla and Twitter for a total of  
10 stocks. Futures trading on FANG+ started on No-
vember 8th. Often events like this mark the ends of 
trends. We shall see, but I can't imagine that this an-
nouncement is bullish for this very popular sector. 
 
Those of you who have read some stock-market history 
may recall the one-decision-stocks of the 1960s. One 
decision? Yeah. Buy. That was it, just buy 'em and hold 
'em forever. Polaroid and Xerox are the best remem-
bered, but there were many others. The Nifty Fifty was 
the other term used to encapsulate the idea, though there 
never was a formal Nifty Fifty Index. That all ended 
badly in the '73/'74 bear market, a catastrophe from 
which many of those stocks never recovered. (See the 
Reading Rack for a great period reference.) I can't help 

but think that FAANG is a similar phenomenon and 
wonder what it will take to burst the bubble. Perhaps 
some privacy legislation with teeth? Of course there are 
parallels to the Internet bubble as well, but I think the 
One Decision stocks are a better fit. In any case, clearly 
the top is not in yet. Chart on page 9. 
 
Taking a look at the internal condition of the US stock 
market we see a marked difference from a month ago. 
Then strength was near monotonic, with all the ducks 
neatly arrayed in a row. Today we see a large number of 
divergences. First off, the NYSE advance – decline line 
has been flat for over a month while the indices marched 
on to new highs. While this sort of divergence is not a 
sell signal by itself, it is always an alert. In addition, the 
a-d line for the Russell 2000, smaller stocks, has actu-
ally turned down. (The Russell Indices and their ad-
vance – decline lines were recently added to our market-
timing chart pack, details below.) New lows are starting 
to build up and volatility expectations as witnessed by 
the VIX are historically low. Finally we have gotten five 
modified Hindenburg Omen signals recently, more on 
our version of this popular approach below as well. All 
of which suggests a market in which risk is increasing; 
not necessarily an imminent decline, but definitely in-
creased risk. 
 
We managed to ease through October without much in 
the way of the correction that we expected. In fact Octo-
ber proved to be a very good month for some sectors of 
the stock market. The market's internal strength should 
have told us that any winter decline would fall later this 
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year, if at all. Now that we are seeing some internal 
weakness and market strength is ebbing, perhaps No-
vember or even December will be the month in which 
we get the fall lows. (The fall lows used to come in Sep-
tember, but have been steadily moving later in the year.) 
 
I have resurrected a bit of our group and sector work in 
the form of a MetaStock scan that utilizes S&P's equal-
weighted sectors. There are ten of them plus the equal-
weighted S&P 500. These series are available as total 
return indices and that is what I chose, so the impact of 
dividends and other distributions is captured. The table 

is on page five. The first column is the current rank 
sorted from high to low. The succeeding columns are 
the ranks from past weeks so you can get a sense of 
trend. We show ranks from one, two, three and four 
weeks ago as well as one longer-term comparison, the 
rank from one quarter ago. You can see that Information 
Technology and Materials have been steadily strong, 
Energy has been strengthening, and Consumer Staples 
and Telecomm have been steadily under pressure. In the 
absence of GroupPower itself I find this view very use-
ful and wish that I'd had it earlier in the year. I'll include 
a table like this in future letters. 

The Volatility Index — VIX — One Year 

Value Line Arithmetic — One Year 

The VIX remains dangerously 
low. This smacks of complacency 
more than anything else.  

The broad market divergence has lasted 
longer than a month, with the S&P 500 
marching on to new highs while the 
Value Line can’t get out of it own way. 
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The NYSE advance-decline line has 
stalled while the S&P 500 has gone 
on to new highs. Be alert! 

S&P 500 and NYSE  New Highs / New Lows Histogram — Daily — One Year 

S&P 500 and NYSE  Advance - Decline Line — Daily — One Year 

New highs shrinking and new 
lows expanding, another alert. 
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The Bounce 

 
This year does not look to be setting up well for the 
Bounce, but we will revisit this strategy in the Decem-
ber letter just in case opportunity knocks. In short, the 
Bounce is the tendency for stocks that have been sold 
off into year end (usually for non-market reasons) to 
rally into the new year. This idea is closely coupled with 
the January Effect, which is the tendency for smaller 
stocks to do well early in the year. 
 

Advance Decline Lines 

 
Theory has it, though there may be more to it, that Leo-
nard P. Ayers, founder of the 'Standard' part of Standard 
& Poor's, was the first to come up with the idea of 
counting the number of stocks that were up, down, or 
unchanged each day and tabulating that data as a market
-timing tool. Today there are many versions of his work 
in play, including lines, oscillators, breadth thrusts and 
much, much more... However, the basic idea is the same 
regardless the tool; democracy for stocks, tally the 

FTSE — Daily—One Year 

 

Nikkei 225 — Daily — One Year 

The FTSE 100 failed to make 
it into new high territory... 

...while the Nikkei 225 
keeps on climbing.  



Page 5 Copyright 2017 John Bollinger’s Bollinger Band Letter 

John Bollinger’s Bollinger Band Letter 

 

 

 200

 400

 600

 800

 1000

 1200

 1400

12/16 1/17 2/17 3/17 4/17 5/17 6/17 7/17 8/17 9/17 10/17 11/17

Courtesy of Bollinger Capital

  www.BollingerBands.com

votes. 
 
When I came into the business, there were three advance 
decline lines in use, compiled by exchange, AMEX, 
NASDAQ and NYSE. The original was the NYSE ver-
sion and I imagine that the AMEX (American Stock 
Exchange, The Curb) was next, and that the idea of 
tabulating the OTC or Over the Counter (later the 
NASD, National Association of Security Dealers, and 
still later, the NASDAQ with the AQ short for Auto-
mated Quotation System), came last. Of these, the 
NYSE ADL has always been the most important, and 
that has been the state of the art for many, many years. 

Along the way, similar tabulations and tools based on 
the volume of stocks up, down and unchanged on the 
day were introduced. 
 
At some point people became aware of the idea that 
things other than common stocks were traded on the 
exchanges and that these issues might be having an im-
pact on the breadth data, as the results of the tabulations 
became known. (Common stocks and operating compa-
nies are similar concepts.) Many of these issues were 
preferred stocks which traded in accordance with 
changes in interest rates. Later closed-end funds, bond 
funds and other non-stock issues were thought to have 

10-Year Interest Rate Index — IRX 

Yet another new high for short
-term interest rates. This will 
start to hurt one day. 

GroupPower Sector Table 
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Palladium Futures — PA — One Year 

 

the potential to create distortions as well. Those addi-
tional issues weren't much of a problem in times of low 
interest rates, but when the inflation of the 1960s hit and 
interest rates went wild, many thought that preferreds 
and other interest-sensitive issues were distorting the 
breadth data. Out of this came the idea of compiling 
breadth data only for operating companies. It may have 
been Marty Zweig or L. M. Lowry that first mooted the 
idea; whatever the case, the idea quickly caught on and 
today Lowry's is noted for its research in this area. Even 
though its utility is widely known, OCO data is still 
rather hard to find, and thereby hangs an idea... 

 
Before we move on, we have to visit a problem. For 
some reason, which I have never been able to under-
stand, the NYSE version of the breadth data has always 
been MUCH more useful than the OTC version. That 
may have something to do with the way OTC markets 
are made, how positions are hedged, or the manner in 
which the NASDAQ quotation system works. Whatever 
the case, the NASDAQ breadth data has never been as 
useful as the NYSE data. The utility of the AMEX data 
was always suspect due to the extremely wide and 
changing variety of listings on that exchange. 

Gold Stocks — GDX — One Year 

The gold stocks are mired 
in a trading range... 

...while Palladium 
marches higher. 
 
Is Bitcoin starting to 
supplant gold’s role? 
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Richard Dale of Norgate Data, from whom we get a fair 
amount of our market-timing data including the theoreti-
cal computation of the Dow Jones Industrials, suggests 
that compiling breadth data by exchange is yesterday's 
business, that today we should be looking at breadth 
data by index. That is a very interesting idea that has 
pros and cons. On the plus side, breadth data by index is 
pretty much the same as OCO, or operating companies 
only, data and thus should be a good market timing tool. 
Indices like the Dow Jones Industrials, the S&P 500, 
400 and 600, or the Russell 1000, 2000, and 3000, are 
composed almost exclusively of operating companies so 

they provide nearly pure equity breadth data. On the 
downside, there are lots of NASDAQ issues in those 
indices, and we know that the NASDAQ versions of the 
breath data are analytically inferior. 
 
After quite a bit of research I decided to include three 
new charts in our market timing chart pack, the Russell 
1000, 2000 and 3000 indices, each with their own ad-
vance-decline line in the indicator clip. So far the big-
gest take away is not a difference between the NYSE 
version and the index, or OCO, versions, but the differ-
ence between the large-cap (Russell 1000) and small-

 

Crude Oil Futures — CL — One Year 

Oil Stocks — XOI — One Year 

...while the big oil stocks 
continue to lag. 

Oil continues to  
work its way higher... 
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Commodity ETF — DBC — One Year 

cap (Russell 2000) versions with the large-cap version 
much stronger recently. 
 
At the same time I added the Russell indices to the chart 
pack I made one other change, I added my version of the 
Hindenburg Omen to the price clip on the High Low 
Logic Index page. This version is quite a bit different 
than the other versions floating around. The first thing I 
did was de-optimize it by removing the curve-fit rules 
that had been added in a quest to make it a perfect indi-
cator rather than a useful indicator. The second thing I 
did was switch the calculation to use daily data rather 
than the mix of daily and weekly data originally speci-
fied. Third, I lowered the threshold on the HLLI compo-
nent to generate more signals. The result is no longer an 
indicator that tries to pick the exact top, but an indicator 
that alerts during periods when you ought to be paying 
extra attention. The HO traditionally had three parts, an 
idea I respected: Price must be rising on average, 
breadth must be negative, and there must be simultane-
ously elevated levels of new highs and new lows. In 
other words, the trend must be up, market breadth must 
be poor and the market must be out of gear. So, in my 
version you get an HO signal when the 50-day simple 
moving average of SPX is greater than it was yesterday, 
the McClellan Oscillator is negative and HLLI > 2.0. 
There is no doubt we'll get more signals than the curve 
fit version; there is also no doubt this version will have 
much greater utility. Consider these signals cautionary 
flags rather than disaster alerts. I have marked this series 
with an (exp) for experimental to highlight its differ-
ences from the original. 
 

What you are seeing here is a philosophical divide. 
Many analysts try to call THE TOP or THE BOTTOM. 
"My indicator/method/religion is the best. It picked six 
tops with zero misses. Perfect record!" I am trying to do 
something completely different; I am trying to identify 
areas where risk is increasing, areas where we ought to 
pay attention. This divide has deep roots in the newslet-
ter publishing industry, where one perfect call could 
mean a huge increase in subscription revenues. Of 
course relying on perfect signals is impossible and port-
folio managers aren't marked on perfect calls, they are 
marked on total return, risk-adjusted return or a similar 
metric. A perfect call can help with that, but the real key 
is day-in, week-out portfolio management through the 
careful gauging of risk and reward. 
 

Bollinger Bands 

 
Ichimoku Kinko Hyo is a popular type of chart in Japan 
that is getting increasing notice in the West. The base 
chart is a candlestick chart of price. Five lines are over-
layed on the chart with two of them in-filled. The most 
interesting thing about it is that it involves plotting indi-
cators with both leads and lags. 
 
The first line (Tenkan Sen) is the midpoint of the more 
recent nine bars. The second line (Kijun Sen) is the 26-
period midpoint. The third line (Senku Span A) is an 
average of Tenkan and Kijun shifted 26 periods into the 
future. The fourth line (Senku Span B) is a 52-period 
midpoint shifted 26-periods into the future. The space 
between the third and fourth lines (SSA + SSB) is filled 
in with green if Span A line is greater or with red other-

There is a new high for com-
modities with the basic mate-
rials stocks confirming, not 
the energy stocks.  
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wise. The fifth and final line (Chiku Span) is price plot-
ted with a lag of 26 periods. 
 
The constants, 9, 26 and 52, are derived from the Japa-
nese trading week. 9 equals a week and a half of trading 
days (Japan used to trade six days per week), 26 was the 
number of trading days in a month in Japan, and 52 is 
twice 26. Since we trade 5 days a week in the US and an 
average of 21 days a month, some modifications natu-
rally come to mind for use in our markets. 
 
When I starting trading leads and lags were a very popu-
lar topic, with moving averages often time shifted. Try 
shifting a 21 period moving average back by eleven 
periods, have a look at the fit and you'll see why this 
sort of thing was a holy grail. Interest in time shifting 
has waned over the years, but the idea always lurked in 
the back of my mind. Earlier this year I began to think 
about plotting Bollinger Bands on an Ichimoku Kinko 
Hyo chart to produce a new kind of chart. That isn't as 
easy as it might seem, as you want to preserve the 
unique qualities of each approach while creating a syn-
ergy. I haven't had a lot of time to devote to it, but the 
early trials suggest that the combination might be quite 
rewarding, especially to visual traders, so I plan to con-
tinue my exploration. To further the cause, I have con-
tacted the leading Japanese expert on Ichimoku and will 
meet with him this month to discuss this idea. At the 
very least, that ought to be interesting! 
 

Bitcoin 

 
I haven't much to add about the crypto currencies in 
general and Bitcoin in specific other than to note that 
interest is gaining and legitimacy is being thrust upon 
them. To wit, the Chicago Mercantile Exchange, the 
CME, is launching a Bitcoin futures contract. 
 
One interesting philosophical thread is the idea that for 
many investors/traders the crypto currencies are becom-
ing today's gold. I understand that it is entirely unlikely 
that these new currencies will replace physical gold, but 
they may in fact be on the road to becoming a sort of 
digital gold. In any case, they are here to stay and I think 
that you should be paying attention to them. 
 
The three top crypto currencies to my mind are Bitcoin, 
Etherium, and Litecoin, others you might take a look at 
are Ripple and Monero. Each of these coins has differ-
ent properties and appeals to a different audience. Some-
one on Twitter noted that Bitcoin was the original and 
will be honored as such, but will likely be replaced in 
due time by crypto currencies with better designs/
technologies. I suspect that may be true and am watch-
ing developments closely. 
 
Here is a link an info site: https://onchainfx.com/ 

Here is a news aggregator: https://www.coindesk.com/ 

FAANG — Daily — One Year 

This was a really nice example of pulling 
back to check support after a breakout.  
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ETF Portfolio Holdings 

ETF Portfolios Symbol Date Purchase Current Dividends Return Rank

Selected Price Price

Style (# in 21)

Core Growth IUSG 4/24/2017 46.87 52.53 0.00 12.08% 3

Russell 1000 Growth IWF 2/10/2017 111.06 130.82 1.12 18.81% 1

Russell 1000 IWB 1/27/2017 126.69 143.58 1.79 14.75% 4

International (# in 24)

Austria EWO 1/20/2017 17.26 23.83 0.31 39.87% 7

Italy EWI 9/15/2017 31.25 30.78 0.00 -1.50% 12

Netherlands EWN 5/6/2017 28.91 31.27 0.35 9.40% 8

Sector (# in 27)

Technology XLK 11/10/2017 63.50 63.50 0.00 0.00% 1

Software IGV 4/17/2017 125.88 155.87 0.00 23.83% 4

Software PSJ 9/8/2017 60.77 64.41 0.00 5.99% 3

The Reading Rack 

 
Here is a link to John Brooks' classic market history 
"The Go Go Years" on the great online book store, 
abe.com, http://bit.ly/2hgbhv4. Highly recommended 
reading. 

 
I have recently had a number of of inquiries regarding 
the work of Richard D. Wyckoff. I think that his original 
two-volume course, "The Richard D. Wyckoff Method 
of Trading and Investing in Stocks", published by Wy-
ckoff Associates, Inc., Park Ridge, Illinois., is the best 
place to start. The course was first published in 1931 
and was revised several times. 
 
I have the 1937 edition of the course, which I suspect 
may have been the final revision. An interesting aside: 
The course was leased, not sold, which was also true of 
a lot of the older TA courses. This course has been out 
of print for a long time, and for many years this material 
was quite hard to come by. Today it is in the public do-
main and some careful searching on the Internet will 
turn up a scanned copy of the original. In my opinion 
this course is absolutely a great way to get to know this 
great man's work. Really, there is no substitute for read-
ing the original. While all his ideas may not be directly 
applicable in today's market, there are many vital con-
cepts that are as fresh today as when they were first pre-
sented. Springs and Up Thrusts are among my favorite 

Wyckoff ideas and I love the concepts of the Creek and 
the Ice. In any case, Wyckoff's 1931 course, and its revi-
sions, are certainly amongst the best sources of technical 
analysis learning extant. (Please do not confuse Wy-
ckoff's original course with The Stock Market Institute's 
course material, which is still under copyright.) 
 

View From the Beach 

 
Just back from 10 days in Italy, with the first six days 
spent traveling in the Italian countryside. Lovely, truly 
lovely. Nice people, great food and wine, beautiful 
countryside… We met a retired surgeon who was run-
ning a delightful B&B who thought that trying to turn 
Italy into Germany was a bad idea. Couldn't argue. 
Ended in Milan for the 2017 IFTA conference. The Ital-
ian technical analysis society, SIAT, did an amazing job. 
Fantastic conference. I can't wait for next year's meet-
ing, which will be in Kuala Limpur, Malaysia. 
www.ifta.org. 

 

Speaking Engagements 

 
The Nippon Technical Analysts Association of Japan 
(NTAA) 
Tokyo, Japan, November 18, 2017 
Osaka, Japan, November 25, 2017 
http://www.ntaa.or.jp/mw_wp/jb-conference 
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Portfolio Notes: We are running with a cash reserve both to play defense and to take advantage of opportunities 
that the market may present. We recommended an initial position in Apple last month and are looking for a place 
to add to it. I'll call it a 1/2 position for now; we'll likely add to it on the next pullback in the stock. Smaller stocks 
have now given up better than half their relative gains to larger stocks and larger stocks, with an emphasis on 
growth stocks, are clearly in control. There is one change to the ETF portfolios this week, sell IXJ and buy XLK, 
which is a switch from software to technology. With the Value Line Geometric Average at 537.99, the  Value Line 
Plan remains in the market with a Friday sell stop of 533.13. 

Slot Name Symbol Entry Entry Current Divid. Total Mental Action

Date Price Price Return Stop

Core Portfolio - US Equities

1 S&P 500 SPY 10/19/15 203.20    258.09     9.20      31.5% 224.00 Hold

2 Russell 2000 IWM 11/02/15 118.21    146.57     3.70      27.1% Reduced

3 S&P MidCap MDY 04/18/16 267.64    332.22     5.92      26.3% Reduced

4 Finance XLF 10/08/16 19.75      26.08       0.39      34.0% 22.00 Hold

5 Russell 1000 (Equal) EQAL 12/05/16 26.81      29.97       0.40      13.3% Reduced

6 Healthcare ETF IYH 01/14/17 147.28    171.08     0.92      16.8% 148.00 Hold

7 Global Telecomm ETF IXP 01/14/17 60.09      58.42       1.03      -1.1% 56.50 Hold

8 S&P Small Cap IJR 03/17/17 69.35      73.35       0.45      6.4% Reduced

9 S&P 500 Growth IVW 03/17/17 131.81    149.37     0.69      13.8% 124.00 Hold

10 Royal Dutch A RDS.A 05/26/17 54.63      63.90       1.78      20.2% 49.50 Hold

11 Apple AAPL 10/23/17 156.25    174.67     -       11.8% 152.001/2 position

Core Portfolio - International

1 Japan EWJ 12/14/12 44.99      59.08       1.41      34.5% Hold

2 World VEU 10/19/15 45.53      53.66       2.02      22.3% Hold

3 Int'l Property ETF WPS 05/26/17 37.43      38.83       0.39      4.8% Hold

Core Portfolio - Yield

1 Barclays High Yield JNK 02/20/09 29.17      36.68       22.20    101.9% Hold

2 iShares High Yield HYG 02/20/09 69.98      87.11       44.61    88.2% Hold

3 PS Finan. Preferred PGF 03/13/09 8.35        18.82       10.41    250.1% Hold

Core Portfolio - Speculation

1 VIX Inverse XIV 10/06/15 27.29      108.83     -       298.9% Hold

Cash

1 Doubleline Low DurationDBLSX 09/15/17 10.09      10.05       0.04      0.0% Hold

2 Vangaurd Short Term VCSH 09/15/17 79.79      79.64       0.31      0.2% Hold
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Large stocks: Here the a-d line 
has flattened out... 

Russell 2000 & Advance — Decline Line — Daily — One Year 

Russell 1000 & Advance — Decline Line — Daily — One Year 

Small stocks: ...while here it has 
actually turned down... 
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Blend, large and small:  ...and here you 
can see the impact of the smaller stocks 
on the universe. 

 

High Low Logic Index with Hindenburg Omen Signals — Daily — One Year 

Russell 3000 & Advance — Decline Line — Daily — One Year 

The cluster of modified Hinden-
burg Omen signals at the right of 
the chart indicates increasing risk.  


