
"When my father died it was like a whole library had 
burned down." Laurie Anderson, "World Without End", 
"Bright Red", 1994 
 

Bollinger Bands 
 
A recent trading opportunity I looked at set up after a 
hard down day in Bitcoin. I said to myself if tomorrow 
we get a doji, a Japanese candlestick pattern where the 
open and close are nearly the same and near the middle 
of the session, that would be a great entry point. I had to 
get up extra early the next morning to pick my daughter 
up from the airport and lo and behold there was a perfect 
doji. That illustrates an approach I often employ, think 
about what tomorrow (the next bar) could look like and 
decide what you will do before the fact. This makes 
everything much easier. You can always revise but you 
have an actionable decision base in hand. 
 
I studied candlestick patterns long ago, before they were 
well known in the US when I had the good fortune to 
stumble across a book by Seiki Shimizu "The Japanese 
Chart of Charts". I found that candlestick patterns com-
bined with Bollinger Bands quite well and were most 
effective when the patterns occurred outside the bands. 
In fact that was the basis of a paper I prepared for the 
IFTA gathering in Tokyo in 2001. For that presentation 
I focused on a specific pattern, the Karakasa, a Japanese 
paper umbrella, and showed that it was more effective 
when it occurred outside the Bollinger Bands than in-
side. 
 
I have been studying Ichimoku Kinko Hyo, a sort of 
Japanese charting technique sometimes called Cloud 
Charts or One Glance Cloud Charts. My idea is to add 
Bollinger Bands to Ichimoku charts or overlay some of 
the Ichimoku elements on Bollinger Band charts. Ichi-
moku charts utilize the projection of indicators into the 
future, a topic that has always fascinated me. I have long 
thought about this and experimented some over the 
years. Recently I saw some examples in social media 
which rekindled my interest. I am thinking this might 
make a nice addition to our Bollinger Band Tool Kits. 
 

The Value Line Plan 
 
Our Value Line Plan has a deep history; it's rooted 
firmly in the Formula Plan era. The post WWII period 

saw renewed interest in investing as Americans began to 
recover from the Depression and started to amass sav-
ings while the economy boomed and prosperity started 
to surge. But there was still a lot of lingering distrust; 
memories of the 1929 crash, the subsequent bear market 
and of the Depression were strong. Distrust of bankers, 
brokers, Wall Street sharps and the like was still high. 
So people looked to take their fate into their own hands. 
They wanted modern, systematic ways to invest, hence 
the interest in the formula plans. There was a lot of pub-
lic interest and many books appeared on the subject; I 
must have six or more in my library. Lucile Tomlinson's 
1953 "Practical Formulas for Successful Investing" pro-
vides a good overview of the subject. Robert Levy even 
discussed formula plans in his pioneering relative-
strength book which appeared in 1968, "The Relative 
Strength Concept of Common Stock Price Forecasting". 
The formula plan ideas were usually fairly simple and 
executable; keep 50% of assets in stocks and rebalance 
once a quarter, dollar cost averaging, long-term over-
bought/oversold... In general if the market was down 
most formula plans had you buy more, if up, you were 
to take some profits. Timing played an important role 
too, hold stocks above the 39-week moving average and 
so forth. By the time I came into the business, circa 
1980, the fashion for formula plans had faded and I was 
nearly five years in before I even heard of them. I think 
it was John Cookson who first introduced me to a ver-
sion of our Value Line Plan. He detailed it in his 1984 
book "The Retired Investors Guide to Financial Secu-
rity" on pages 207 through 213. The most interesting 
thing about Cookson's approach is that it recognized the 
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difference between up and down markets and required a 
swing twice as large to exit the market than that required 
to enter. 
 
The years took a toll on the Value Line Plan. At one 
point we retooled it to adapt to changing market condi-
tions; at the time we thought that those changes would 
prove durable, but here we are again thinking about re-
working the plan. I can't exactly say what has changed, 
one might suspect the Value Line Geometric Average, 
as the parent company has been through some big 
changes. Then again, it might be the market, or the rela-

tion of an unweighted index and a cap-weighted market 
driven by ETF action. While we can't say for sure, we 
know that noise has started to overwhelm signal and it is 
time to address the issue. 
 
The VLP has one very important attribute; it is simple, 
direct and clear. Each week all you have to do is check 
one number, if we are long and the Value Line Geomet-
ric Average closes below the stop level you get out. If 
you are out and $XVG closes above its stop level you 
get back in. I suspect most use the plan to hedge or re-
duce risk rather than actually selling out, which is what I 

The Volatility Index — VIX — One Year 

Value Line Arithmetic — One Year 
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With the S&P 500 at new highs, 
the Value Line has yet to confirm. 
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The advance-decline line is now in a 
correction confirming price action. 

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

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

Next week we will add the A-D line 
for the Russell 3000, so we can see 
what is happening on an “operating 
companies only basis”.  

This market is stronger than 
I thought. We are solidly 
back to net new highs.  
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really had in mind when I introduced the plan. 
 
The basic idea is that the VLP is a trend guide, a simple 
intermediate-term trend-following method. I have 
looked around for another approach to substitute in. The 
best candidate I have identified so far is a variation on 
Charles Dow's trend-following method, which works 
well and has the attribute of scaling, but does not have 
the lovely simplicity of a single-number-to-check. I now 
plan to take a two pronged approach. First, retool the 
VLP into a longer-term trend-following method whose 
primary purpose is to avoid the big down swings. Next, 

introduce a new intermediate-term trend-following 
method suitable for capturing the important market 
swings that we have always focused on. 
 
I have been working hard on both aspects, but they are 
not ready to deploy yet. I have worked out new, longer-
term parameters for the Value Line Plan that avoid most 
whipsaws and the basic logic for the intermediate-term 
swing approach and hope to have them finalized in time 
for the October letter, which will be published on the 
21st. 
 

FTSE 100 — Daily—One Year 
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Our favorite leading stock 
index has just broken down, 

I though it important to look at one of the 
resource-driven markets, Australia. Not 
much going on there, but it has been a 
heck of a time for range traders! 
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The Stock Market 
 
I had been expecting to be a little deeper into the fall 
noise than we are at present. Instead we find ourselves 
making new highs in a lackluster manner. It is true that 
market internals remain positive so our outlook can't 
become very bearish, but we just aren't making much 
progress. Yeah, I know that those are new highs for the 
S&P 500, but somehow I am just not enthused. I don't 
like that the NASDAQ is lagging, as are mid-cap and 
smaller stocks (though they are trying to catch up). I am 
quite comfortable with the cash we have raised and, if 
anything, would consider raising some more cash rather 
than buying stocks right here. Let me be clear, I am not 
recommending shorts or actively playing the downside. 
I think that there is some risk here and that we will 
likely get an opportunity this fall, or perhaps in the early 
winter, to buy stocks at better levels. Another non-
confirmation is our FAANG Index, which has not gone 
to a new high. I don't want to make too much of that, but 
those stocks were the market leaders. If the highs in the 
S&P were well confirmed I'd change my tune, but so far 
they are not. 
 
In the last BB Weekly Update I said I would update my 
outlook for the rest of the year. I always take a risk and 
reward view of the markets and trading, and it seems to 
me that the risks outweigh the rewards for the next few 
months. One major factor is that September through 
November is the likeliest period of the year for a de-
cline. If there were substantial evidence that we could 
overcome the fall blahs I'd go with it, as every once in a 
while we do escape. I think that the best idea is to start 

looking for candidates to own. For example, IBM has 
come off pretty substantially and could be setting up an 
opportunity. As we go forward other stocks will likely 
also set up opportunities to put our cash to work. 
 
Another thing I am thinking about as we move into the 
fourth quarter is whether we will want to play the 
Bounce this year. Right now I'd say probably not, there 
seem to be other, better things to focus on. However the 
markets could shape up to favor a bounce as we pull into 
year end, so we will take another look as November 
wanes. 
 

Energy 
 
The oil and oil service stocks are getting a bounce from 
the combined action of hurricanes Harvey and Irma. I 
am still of the opinion that strength in the sector should 
be used to reduce exposure. There is one exception. If 
you are holding the big, dividend-paying international 
integrated oils, like British Petroleum or Royal Dutch, 
you can continue to do so. I don't think that there is 
much downside from here and the dividends look to be 
safe. Otherwise, I think the opportunities in other sectors 
are more compelling. 
 

Interest Rates 
 
You are being ripped off! 
 
In the wake of the great financial crisis monetary au-
thorities lowered interest rates to stimulate growth. In 
many cases short-term, and some not-so-short-term, 

13-Week Interest Rate Index — IRX 
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Your money market fund should 
be paying a bit more than the 
Treasury Bill rates, not 25% of it. 
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Gold Stock ETF — GDX — One Year 

 

interest rates fell below zero. That had horrible impacts 
on retired and conservative investors who saw their in-
comes vanish. We've discussed that at length in the past, 
so I will spare you a repeat. However, there was another 
victim, the money market funds. As yields fell to levels 
below the management fees, the fees were forgone 
rather than 'breaking the buck', a euphemism for failing 
to hold the net asset value of a money market fund at 
$1.00 per share. Even with the fees forgone, yields fell 
below the direct expenses to operate the funds, so MMF 
yields went to zero, and rather than having to inject 
capital into the funds to hold-the-buck many funds 

closed and many management companies quit the busi-
ness. That put the brokerage houses in a bind as their 
customers used those money market funds to hold their 
cash, and cash was king in the wake of the crisis. A re-
lated consideration in the wake of the crisis was account 
insurance; SIPC insurance covers $500,000 of value in a 
brokerage account, of which the limit for cash is 
$250,000. (To comfort customers, many brokers pur-
chase extra insurance with the coverage differing from 
broker to broker.) To accommodate customers many 
brokers became banks and offered CD like instruments 
for cash management which carried $250,000 of FDIC 

Gold Bullion ETF — GLD — One Year 
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With the dollar under pressure gold 
bullion has been doing better... 
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insurance. In short brokerage account arrangements and 
operations, which many took for granted, were turned 
on their head by the crisis. 
 
All of which points to two problems today, first holding 
your assets in accounts in such a manner that they are 
insured properly. To do so may mean a mix of broker-
age and bank accounts, perhaps many more than you 
might want with all the accompanying complexities. 
Fortunately, that can be dealt with fairly easily with a bit 
of careful research, thought and planning. The part that 

is much harder to deal with is that your brokers have got 
their hands into your pocket and they are loath to take 
them out. 
 
The three-month Treasury Bill is paying approximately 
one percent, commercial paper yields approximately 
1.25%, euro dollars futures (a surrogate for commercial 
paper) indicate approximately 1.5%. Certificates of De-
posit, yield from 0.75% for the shortest term, highest 
quality on up. In other words the cash at your brokerage 
firm ought to be yielding a bit more than one percent. 

 

Crude Oil Futures — CL — One Year 

Oil Service Stocks — OSX — One Year 
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Use coming strength to 
exit the energy sector.  
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Commodity ETF — DBC — One Year 

But what is it actually yielding? A tenth of a percent you 
say? Where do you think that other 90 basis points is 
going? Right into the pocket of your broker. Wealthy 
customers may be able to extract a bit more yield, but 
for most, a few basis points is the story. What to do? 
The truth is that your firm is unlikely to relent and offer 
proper money market fund arrangements. What we are 
doing is using very short-term bond funds for our cash 
holdings. For example, Doubleline's Low Duration 
Bond Fund, DBLSX, yields 2.40% and Vanguard's 
VCSH, a short-term corporate bond fund, yields 2.43%. 
Since commissions (partially funded by those forgone 
MMF rates) are so low these days using one of these 
alternatives can be quite practical for the increased cash 
allocation we are recommending. There is some extra 
risk with these funds compared to money market funds, 
but we think that risk is well worth it in this environ-
ment. There are quite a wide variety of these vehicles, 
including some international and single country ver-
sions, so it is possible to diversify some of that risk 
away. 
 

Forex 
 
Over the past six months or so I have started to focus on 
the crypto-currency world, first on Bitcoin, then 
Etherium and Litecoin. Actually, my interest goes back 
a lot farther than that. When our servers were hosted in 
Seattle the sysop with the rack next to ours was an early 
Bitcoin miner, so I watched with interest, asked a bunch 
of questions and started to think about Bitcoin. 
 
There are two pieces to this story, the first is called 

Blockchain, which is sort of a dynamic distributed 
ledger. If you own Bitcoin it is recorded in Blockchain, 
permanently. Blockchain technology is being widely 
adopted for any number of uses, including some non-
financial ones. I imagine that even if the entire crypto-
currency world went to Gehenna in a hand-basket, 
which I think is very unlikely, Blockchain would con-
tinue on in a widening series of roles. Next there are the 
coins, which are a form of currency that is not backed 
by a government, rather it is backed by technology. The 
most important crypto-currency is the first, Bitcoin 
(BTC), after that come Etherium (ETH), Bitcoin Cash 
(BCH), Ripple (XRP), Litecoin (LTC) and Dash 
(DASH). The first two are enough to focus on to start. 
The 'mining' of these coins is done on specialized, very-
high-power computers. The machines are expensive, use 
large amounts of power, and the process is slow. Mining 
has become very competitive and today many of the 
largest, most-efficient miners are Chinese companies. 
Indeed, a great deal of the volume and interest in crypto-
currencies is Chinese, thus China's growing discomfort 
with the disruptive nature of crypto-currencies is a ma-
jor factor in the market today. 
 
There are many exchanges where you can trade crypto-
currencies. There are also brokers and direct transac-
tions. And there are wallets, soft and hard, where you 
can store your crypto-currency away from the wiles of 
nasty hackers. All of that is done with crypto-keys and 
the entire process can be largely anonymous or as dis-
closed as you wish. 
 
In short, there is a lot to learn. This is still very much a 
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highs from earlier this year. 
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Wild Wild West sort of world. The regulators are just 
now thinking about what, if anything, they should do 
and governments are starting to think over the implica-
tions. In short, the future is anything but clear. (The only 
non-government-sponsored currency we have had prior 
to the crypto-currencies is gold, which has seen and still 
sees massive governmental controls.) 
 
The whole idea of independent currencies requires out 
of the box thinking. Goldman Sachs Jamie Dimon thinks 
it is all a fraud and said that he would fire any trader 
trading Bitcoin for being stupid. Stupid? Perhaps. Or 
talking the market down to pick up cheap coins? Again, 
perhaps? Howard Marks is another well-respected de-
tractor. The bottom line is that I am having fun learning 
and thinking about a new world. I have connected with a 
rather large crypto-currency community on Twitter and 
have been chatting with them as I learn. If you'd like to 
follow along my handle on Twitter is @BBands. 
 

The Library 
 
I am writing this segment on September 11th. Sixteen 
years ago today the World Trade Center in New York 
City came down, ending the world as we knew it. As a 
kid my father took me to the neighborhood on which the 
WTC would later be built to buy parts for a crystal ra-
dio. Many years later when a plane slammed into the 
tower that contained the office of the Market Techni-

cians Association Shelley Lebeck had the presence of 
mind to pick up the critical MTA records, hot foot it 
down the stairs and walk away to safety. What she 
couldn't take with her was the MTA's most valuable 
asset, the library. Moments later it was gone. Much that 
was irreplaceable vanished when the towers came down 
in addition to the lives that were lost. In the case of the 
MTA library, a great deal of knowledge simply van-
ished. 
 
In the ensuing years the library was rebuilt; MTA mem-
ber Dan Chesler deserves thanks for much of the initial 
heavy lifting. Many others joined in the effort, including 
your correspondent. Ultimately the library was not just 
rebuilt but substantially expanded. The MTA Education 
Foundation got involved and a home for the library was 
found at Baruch college in NYC. Bruce Kamich, who 
was chair of the foundation, deserves a great deal of 
credit for that phase of the library. It is true that many of 
the WTC losses couldn't be recovered, but today the 
library is substantially deeper than it has been at any 
point in its history. 
 
The MTA, which recently changed its name to the CMT 
Association, is preparing to take the library back under 
its wing. I reached out to Craig Johnson, the current 
president, to suggest that the CMTA hire a historian and 
a librarian, ideas I have pushed for many years. I had a 
recommendation for the historian, George Schade, who 

Bitcoin — BTC — One Year 
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does terrific work on his own and could spark a process 
of codifying the history of technical analysis. I thought 
that for the librarian we might combine a professional 
library science type with someone who had deep techni-
cal analysis knowledge. With the change of custody in 
the wings the moment seemed propitious, so over the 
transom my suggestions went. The reply was nothing 
that I would have expected in my wildest dreams; no 
one is using the library. 
 
That's right, no one is using the library! In the past two 
years a total of 20 volumes have been lent. My jaw 
dropped when I heard that. I asked if members know 
about the library: "Yes, the book lists are posted on the 
CMTA website and also the Education Foundation sites. 
Most members read on-line books and blogs now vs. 
hard-copy books." I sat there looking across at the hun-
dreds of tomes that I have assembled in my personal 
library in a state of shock. There sits the single greatest 
technical-analysis resource on the face of the planet and 
no one, repeat, no one, cares. You could have knocked 
me over with a feather. 
 
I know what's in that library and it is a treasure trove. 
Jim Alphier's contribution, which I personally organ-
ized, cataloged and submitted (with lots of help) would 
be enough to keep most people learning for a very long 
time. Then there is the library of MASC, Market Ana-
lysts of Southern California, which we folded in some 
years earlier, another stunning collection of TA knowl-
edge. Those two pieces alone contain an amazing 
amount of technical analysis know-how, most of which 
is not available on the Internet in any form. 
 
I had planned to donate my library to the CMTA, but I 
can't stand the idea of locking it away somewhere where 
it won't be read. Instead I now intend to sell it so that 
books remain in circulation and are read rather than left 
moldering on the shelves. 
 

Subscriber Resource 
 
In each letter I try to present an indicator or tool that 
might help you with your analytical process. In the sub-
scriber area of BollingerBands.com you have access to 
PDFs of all the 2016 issues and 2017 YTD. Below is a 
partial list of topics covered in 2016 so you can revisit 
them if you like. 

March: M & W patterns based on Bollinger Bands 

April: Trading the Squeeze pattern 

May: Trading Visualization using with equity curve 
charts 

June: BBTrend 

July: Smart Money or why I use volume indicators 

August: The McClellan Oscillator 

September: The Squeeze and the impact of passing time 

October: The importance of discipline in the trading 
process 

November: Multiple time frames 

December: The Summation Index 

Speaking Engagements 

IFTA 2017 
Milan, Italy October 13-15, 2017 
A Personal History of Technical Analysis 
http://www.ifta-conferences.org/ 
 
TradersExpo 
Las Vegas, NV November 3, 2017 
TradeStation Workshop 
https://www.moneyshow.com/events/conferences/
tradersexpo/tradersexpo-las-vegas/ 
 
The Nippon Technical Analysts Association of Japan 
(NTAA) 
Tokyo, Japan 11/18/17 
Osaka, Japan 11/25/17 
http://www.ntaa.or.jp/mw_wp/jb-conference 
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Portfolio Notes: Mid-sized and smaller stocks have been playing catch-up, but are still lagging the large-cap 
stocks while growth is maintaining an edge over value. The Value Line Plan remains in the market with a Friday 
sell stop of 513.84. The Value Line Geometric average stands at 526.46. There is one change to the ETF portfolios 
this week, sell EWS and buy EWI, which is a switch from Singapore to Italy. I do recommend using short-term 
bond funds of various types for our cash allocation rather than brokerage cash vehicles. Use strength in the energy 
sector to reduce exposure, no hurry on that. The dollar's decline will mean some increased competitiveness for the 
US economy, which will help offset the decreased purchasing power. Our president's willingness to dance with 
members of the 'opposite' party could have some interesting consequences. Well worth paying close attention to 
that. The most disturbing chart this month is the breakdown of the FTSE, another factor worth keeping a close eye 
on. I'll be doing some traveling this fall, so I may not always be able to hit the Hotline schedule exactly. 

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    249.19    7.97      26.6% 224.00 Hold

2 Russell 2000 IWM 11/02/15 118.21    142.41    3.35      23.3% Reduce/Sell

3 S&P MidCap MDY 04/18/16 267.64    318.61    4.47      20.7% Reduce/Sell

4 Finance XLF 10/08/16 19.75      24.77      0.29      26.9% 22.00 Hold

5 Russell 1000 (Equal) EQAL 12/05/16 26.81      29.22      0.28      10.0% Reduce/Sell

6 Healthcare ETF IYH 01/14/17 147.28    173.77    0.44      18.3% 148.00 Hold

7 Global Telecomm ETF IXP 01/14/17 60.09      59.47      1.03      0.7% 56.50 Hold

8 S&P Small Cap IJR 03/17/17 69.35      70.78      0.22      2.4% Reduce/Sell

9 S&P 500 Growth IVW 03/17/17 131.81    143.58    0.15      9.0% 124.00 Hold

10 Royal Dutch A RDS.A 05/26/17 54.63      57.62      1.78      8.7% 49.50 Hold

Core Portfolio - International

1 Japan EWJ 12/14/12 44.99      55.24      1.41      25.9% Hold

2 World VEU 10/19/15 45.53      52.95      2.02      20.7% Hold

3 Int'l Property ETF WPS 05/26/17 37.43      38.75      0.39      4.6% Hold

Core Portfolio - Yield

1 Barclays High Yield JNK 02/20/09 29.17      37.17      21.88    102.5% Hold

2 iShares High Yield HYG 02/20/09 69.98      88.41      43.88    89.0% Hold

3 PS Finan. Preferred PGF 03/13/09 8.35        19.03      10.17    249.7% Hold

Core Portfolio - Speculation

1 VIX Inverse XIV 10/06/15 27.29      89.61      -       228.4% Hold

Cash

1 Doubleline Low DurationDBLSX 09/15/17 10.09      10.09      -       0.0% Buy

2 Vangaurd Short Term VCSH 09/15/17 80.11      80.11      -       0.0% Buy
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FAANG — Daily — One Year 

No new high for our FAANG Index as 
the S&P 500 makes new highs. 

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 50.47 0.00 7.68% 3

Russell 1000 Growth IWF 2/10/2017 111.06 124.91 0.76 13.16% 1

Russell 1000 IWB 1/27/2017 126.69 139.30 1.19 10.90% 4

International (# in 24)

Austria EWO 1/20/2017 17.26 23.39 0.31 37.32% 1

Italy EWI 8/15/2017 31.07 31.07 0.00 0.00% 3

Netherlands EWN 5/6/2017 28.91 31.27 0.35 9.40% 2

Sector (# in 27)

Gobal Healthcare IXJ 7/3/2017 109.22 113.12 0.00 3.58% 2

Software IGV 4/17/2017 125.88 146.94 0.00 16.73% 6

Software PSJ 9/8/2017 60.77 60.97 0.00 0.33% 1


