
“The [Value at Risk model] was like a faulty speedome-
ter, which is arguably worse than no speedometer at all. 
If you place too much faith in the broken speedometer, 
you will be oblivious to other signs that your speed is 
unsafe. In contrast, if there is no speedometer at all, you 
have no choice but to look around for clues as to how 
fast you are really going.” ― Charles Wheelan, "Naked 
Statistics: Stripping the Dread from the Data", W. W. 
Norton, 2014 
 

IFTA 

 
Each year the International Federation of Technical 
Analysts, IFTA, holds an annual meeting in the fall. The 
meetings usually alternate between an Asian city and a 
Western one. This year's was in Milan, next year's will 
be in Malaysia's Kuala Lumpur. The host is always the 
local IFTA society, which means that the Italian techni-
cal analysis society, SIAT, was this year's host. They did 
a bang up job; conference organizer Farancesco Caruso, 
SIAT president Davide Bulgarelli and conference facili-
tator Daniella Cedele pulled it all together with nary a 
hitch. The facilities and events were top notch, but what 
made this year's conference stand out was the speakers. 
One after another for three full days, plus an off site 
opener, they gave excellent presentations. Amongst the 
major themes were artificial intelligence, the juncture of 
technical analysis and quantitative analysis, and the fu-
ture of technical analysis; a strong sub-theme was Bit-
coin, Block Chain and the crypto currencies. Presenta-
tions ranged from classic technical analysis to cutting-
edge tech applications; from completely open 
(disclosed) ideas to the presentation of proprietary work. 
Interestingly enough, even the latter often put interesting 
ideas on the table. I attended almost all the talks and 
though there were a couple that were of no immediate 
interest to me, there was something of interest in almost 
every single talk. These events are quite important for 
me; they are sources of information, ideas and growth. 
In recent years I have deliberately shrunk my sphere of 
activities to focus more on trading and portfolio man-
agement. As I focus ever more on 'hoeing my own row', 
getting out to meet and greet other professionals is a 
vital source of intellectual stimulation. To wit, I think I 
may have come up with an interesting solution to the 
Value Line Plan problem. An interesting side benefit of 
attending is that I am often reminded of ideas I had in 
the past, forgot, or simply failed to pursue. For example, 

while sitting in a conference session I remembered a 
systematic approach that I originally intended to use to 
run an early version of our allocations and am now con-
sidering deploying. So, not only do the conferences ex-
cite new ideas, they can also refresh old ideas! 
 
A clear theme at this IFTA conference was the fear of 
shrinkage of the technical analysis community due to 
technological advances such as copy trading and artifi-
cial intelligence and competition from other disciplines. 
I think that those fears are overstated on a number of 
fronts. For example, there was a clear worry that the 
quantitative analysis community was making off with a 
large part of TA's territory. Similarly there was a worry 
that the behavioral finance folks were carving off yet 
another chunk of TA's classic bailiwick. Unfortunately 
those fears are founded in reality, as I have argued for a 
couple of decades. However, the future of technical 
analysis is not dim, rather it is quite bright in my opin-
ion. First off, the majority of ideas that the quantitative 
community currently uses have come directly from TA 
and TA will continue to be a major source of innovation 
and ideas for them. The same can be said about behav-
ioral finance; Humphrey Neill worked the territory long 
before Kahneman and Tversky. The quants and the be-
havioral finance people have not primarily been innova-
tors, rather they have been consumers and codifiers who 
will continue to look to TA for innovation. Why? Be-
cause they are hidebound by academic prejudices that 
prevent them from seeing clearly. You can think of this 
problem as analytical cataracts. For example, they con-
tinue to rely on the Black Scholes option model even 
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though it assumes a log-normal distribution and ignores 
dividends. Similarly they rely on standard deviation as 
the benchmark measure of volatility, ignoring other 
more useful measures, and continue to assume that stock 
prices are normally distributed even though they are 
clearly not. And then there is the Sharpe Ratio, that one-
size-fits-all measure of "risk-adjusted performance" that 
obscures more than it illuminates. Next there is the ulti-
mate travesty, the works-until-you-really-need-it-to-
work, Value at Risk, VaR. (See the opening quote.) Fi-
nally, the absurdity that is the Efficiency Market Hy-
pothesis is always in the background, demanding to be 

satisfied. Technicians are blessedly unencumbered by 
such baggage and encompass a much broader vista and 
a deeper range of ideas and, importantly, they are open 
to new ideas wherever they come from. Explorations 
can and do lead in virtually any direction, few stones are 
left unturned, and old territory is constantly being re-
mapped at the same time that new territory is being ex-
plored and new dimensions mooted. 
 
Finally, the very best thing about an IFTA conference is 
the people; technicians from all over the world, happy to 
meet and greet, share ideas and talk concepts and ap 

The Volatility Index — VIX — One Year 

Value Line Arithmetic — One Year 

Levels this low in the 
VIX smack dangerously 
of overconfidence.  

The S&P 500 is at new highs, but the 
Value Line has lagged the last 10 days, 
creating a potential divergence. Easily 
overcome, but needs to be monitored.  
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The advance-decline line is still strong, 
maybe slowing a bit, but still solid. 

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

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

We are starting to see a small 
incandescence of new lows, 
nothing to worry about yet.  
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proaches. From the best known to those who are just 
starting out, everyone mingles and chats on an equal 
basis. Meet old friends, make new friends…, for three or 
four days it is a chance to participate in the international 
technical analysis community like no other. I am already 
looking forward to next year's conference, though the 18 
hour non-stop flight does seem a bit daunting. Perhaps 
I'll have to stop someplace interesting on the way. 
 

The Stock Market 

 
We continue to march through October and on towards 
November without any signs of the usual fall weakness/
volatility. We are starting to see a few cracks in the fa-
cade, but so far they are being filled in and smoothed 
over without any problems. I can only recall one other 
year in recent memory that we were able to skate past 
the fall noise. However, so far, so good; market internals 

DAX — Daily—One Year 

 

Nikkei 225 — Daily — One Year 

The DAX pulled back into a logi-
cal area of support and immedi-
ately marched to a new high.  

International market con-
firming to the upside.  
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remain strong and we continue to monitor the situation 
closely. I am happy with our allocations for the present; 
if we do skate by we will be forced to play catch up, 
which is never an easy thing. One worry is that the 
smaller stocks have stalled after an initial rebound and 
push into new high territory. Another is the potential for 
rising rates which has been reinforced by the extremely 
low new claims for unemployment insurance that we 
have seen in the last couple of reports. In that regard one 
hope is that Janet Yellen will see the door and that a 
new hands-offish Fed chairman might be chosen. The 
interesting thing is that the stock market seems to like 
our president despite the chaos that swirls around his 
tenure. Perhaps that is understandable if the conclusion 
is that chaos equals no change and the markets always 
like stability, especially when backed by hopes for the 
sort of changes that markets like: deregulation, tax cuts 
etc. We got a little taste of that sort of sentiment Friday. 
 
The most interesting thing about this market is the 
amount of rotation we are seeing, large versus small, 
growth versus value, sector and group rotation, you 
name it and we have seen it recently. This is an active 
investor's paradise, an uptrend laced through with lots of 
opportunities. I recently became aware of S&P's equal 
weighted market sectors, which should prove to be very 
useful in getting a better handle on sector rotation ideas. 
I plan to code up some the ideas from GroupPower us-
ing these equal-weighted sectors next week to see how 
they work. (As I understand it, S&P does not have 
matching equal-weighted industry groups.) If the poten-
tial is as strong as I hope, this idea could prove quite 
useful. 

There is a special sort of market condition that we don't 
see too often, the rotational correction. In the past we 
used to refer to these as 'internal' corrections. The opera-
tive idea is that overbought conditions are worked off 
for specific stocks, groups and sectors without the mar-
ket as a whole being impacted. I am not sure that these 
ideas and terms are much used these days, yet I think 
that they are quite helpful for understanding what is 
actually going on in the market. When I wrote 'skate by' 
above, one logical, and very possible, path is the rota-
tional correction. In that context it is important to keep 
in mind the idea that rotational corrections often end in 
normal price corrections to close the phase out and usher 
in the next phase. In classical technical analysis terms 
the final price correction shakes stocks out of weak 
hands after the real work of the correction (making 
stocks cheaper) has been done, setting the stage for a 
subsequent advance. 
 
Don't forget the 'Portfolio Notes' on page 11. 
 

Artificial Intelligence 

 
Some of you may be aware of the Markets list, an email 
technical-analysis forum that I ran for many years. A 
couple of years back, in what was to become the first of 
a series of moves to cut back on non-core duties and 
focus exclusively on investing, trading and analysis, I 
stopped participating in the list and relinquished control 
to a new list manager. The idea was that I would use the 
time to work on an artificial intelligence project that I 
had long wanted to take up. I have not kept track of 
what became of the list, but the AI work has proved 

10-Year Interest Rate Index — IRX 

10-year Treasury interest 
rates trying to turn higher.  
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Palladium Futures — PA — One Year 

p 

very interesting. 
 
In recent years we have seen the explosion of AI, ma-
chine learning, big data and the like. When I saw that AI 
was going to be a major theme of the IFTA conference I 
was very interested to see what sorts of applications 
people were coming up with. I have some very clear, 
rather unorthodox ideas about how AI ought to work 
and can report that as far as I could tell no one at the 
conference shared them. The two most important topics 
for me, fuzzy logic and expert systems, were only men-
tioned once, and then only in a sort of survey list, not as 

techniques that were actually being employed. However, 
another topic I think important, genetic algorithms, did 
see some discussion. 
 
What is happening in the AI community is the same 
thing that is happening on the Internet in general, every-
one wants a free ride; get some big data, torture it until it 
confesses and head straight to the bank. As long as that 
is that case we are safe; the AI crowd will not conquer 
anything. In my view if you want to make some real 
progress the way forward is to bring some first princi-
ples ideas to the table, code them up in an expert system 

Gold Futures — GC — One Year 

Gold pulls back into support... 

...while Palladium 
marches higher.  
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using fuzzy logic, and sharpen the result with genetic 
algorithms.* Unfortunately that is rather hard work, the 
research alone can take years. Fortunately the results are 
well worth the effort and are far better than what can be 
achieved with the sorts of ideas mooted at the IFTA 
conference. This I-want-it-all-for-free meme is creating 
real opportunities for those who are willing to do some 
actual work while the rest of the crowd is churning 
about creating noise and liquidity. 
 
* One practical example of this approach that you may 

be familiar with was EquityTrader.com's Potential 
Ranking system which was an expert system employing 
fuzzy-logic rules that used genetic algorithms to dy-
namically set the weights for the rules. 
 

Foreign Exchange 

 
Bitcoin and the other crypto-currencies are the topic du 
jour in forex markets, though some would argue that 
they are a different asset class completely. One idea is 

 

Crude Oil Futures — CL — One Year 

Oil Service Stocks — OSX — One Year 

...while the oil service stocks 
say “not quite yet…” 

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

that they are digital precious metals. Whatever the case, 
they are demanding and getting attention, both positive 
and negative. I think that the sector constitutes an im-
portant new asset class and that they have an important 
role to play in our future. 
 
A lot of the recent attention has been drawn by the im-
pressive strength of the rally, to wit Bitcoin crossed the 
$6,000 mark for the first time Friday 10/20/17. Many 
think that this is a bubble and negative comments have 
dominated the press for weeks, yet the crypto-currencies 
remain strong. This may prove to be a bubble, but it may 
also prove to be the start of something. Best to let the 
markets tell us what the truth is. (One idea to consider is 
that if this really were a bubble, all the crypto-currencies 
would be screaming out to news highs, but the reality is 
that it is only the oldest and most important, Bitcoin, 
that is at a new high.) 
 
Many services do not have data for the crypto-
currencies yet. I have been using TradingView.com to 
track them, which works quite well as it has a full range 
of technical tools as well as a wide variety of data. For 
the three top currencies the symbols are BTCUSD, 
ETHUSD and XRPUSD, Bitcoin, Etherium and Ripple. 
In addition, I have been looking at one cross, Etherium 
vs Bitcoin, ETHBTC. 
 
What attracted me to these crypto currencies was not so 
much the Brave-New-World aspect, though that is cer-
tainly a lovely part of the puzzle, but the fact that these 
vehicles behave very well in relation to technical analy-
sis in general and Bollinger Bands and the related tools 

in specific! All you really need to get a good handle on 
these vehicles is BBs, %b and BandWidth. 
 
Finally this is the Wild West in every sense. If you get 
involved be very, very careful. Protect yourself at every 
turn. Use a wallet, either physical or electronic and take 
all the security precautions that are recommended. There 
are bad people out there who have had successes in the 
past, don't be a victim. 
 
There is a lot to learn about this asset class and I am not 
the best teacher as I am a student myself, but the com-
munity is strong and helpful. The path, though steep, 
isn't arduous. 
 

Materials, etc... 
 
A catch-all category this month for some comments on 
energy, the precious metals, basic materials and the 
buck. I don't see much potential in the precious metals 
arena with the exception of palladium, which actually 
looks very constructive and I would be trading from the 
long side. As for energy, I continue to think that the 
sector should be a source of funds except for a few (high 
yielding) core positions. As for basic materials, the 
stocks are so far out in front of the commodities I think 
that selling stocks and buying commodity exposure is 
the best trade. (That is actually a nice 'pairs trade', but 
that is a topic for another time.) And a quick comment 
on the dollar; I think that the Trump Slump is over and 
that some action in Congress could turn the dollar higher 
for a nice trade. 
 

Trying hard to get back to the 
highs from earlier this year. 
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View from the Beach 

 
I just got back from Italy where we traveled in the coun-
tryside a bit. We discovered some new, to us at least, 
Italian wines, Ripasso Valpolicello and Negroamaro, 
both terrific values. The Ripasso is from the Venteto 
region and is sort of a baby Amarone that can be drunk 
much sooner than the classic versions that require 20 or 
30 years to show their true colors. Negroamaro is a 
grape variety that grows mostly in Pulliga, the boot heel 
of Italy, and produces an inky, medium-body wine that 
can range from good to stunning. I actually discovered a 
third wine, this one from the Emilia Romano region. It 
is made from a very old varietal, Malbo Gentile. We 
liked it a lot but its production is quite small and I think 
that it'll be nearly impossible to find in this country. 
However, if you are lucky enough to stumble across an 
example, do try it. Finally, we visited a farm where they 
are just starting to grow a truly ancient and rare grape, 
the Festa. Perhaps the only plot in production? It'll be 
some years before they can make wine, but in the world 
of Cabernet this, Pinot Noir that, and Chardonnay the 
other, it is great to see some of the lesser known varie-
tals come to the fore. In fact Italy, Spain and Portugal 
are hot beds of rare grapes and we hope to see many 
more of their varietals on the shelves in the future. A 
nice Mencia anyone? 
 

News 

 
I have been an avid news consumer for most of my life, 

often buying a couple of papers a day when young. (In 
those days the typical paper was good for a subway ride 
and then left for the next rider.) There have been times 
when I was tempted to tune out, but by and large I have 
stayed engaged. However, recently I find myself turning 
away from the news media. For example, I am listening 
to Bach rather than the news as I drive and I can tell you 
that the result has been transformative. The combination 
of the media, which have been debased by their anti-
Trump rage, and the bipolar state of politics in this 
country is anathema. (I have noticed that a few politi-
cians, notably John McCain, are leaning against the 
wind and I wish them well, but they face an uphill battle 
towards civility and constructive action.) In the mean-
while, it'll be none of that bile for me, just music and 
markets, which ain't so bad when you think about it. Try 
it: Swap Tchaikovsky for Trump and Messiaen for 
Merkle. I think you might like it. Prefer jazz? How 
about Mingus for Merkle and Thelonious for Trump? 
 

Speaking Engagements 

 
TradersEXPO 
Las Vegas, November 3, 2017 
Trading the Bollinger and Squeeze 
http://bit.ly/2yDG3WU 

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 

Created with AmiBroker - adv anced charting and technical analy sis sof tware. http://www.amibroker.com
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FAANG — Daily — One Year 

Our FAANG Index breaks out to a new 
high and then pulls back to check support.  
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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 51.77 0.00 10.45% 6

Russell 1000 Growth IWF 2/10/2017 111.06 128.67 1.12 16.87% 3

Russell 1000 IWB 1/27/2017 126.69 143.12 1.79 14.39% 2

International (# in 24)

Austria EWO 1/20/2017 17.26 23.95 0.31 40.57% 2

Italy EWI 9/15/2017 31.25 30.76 0.00 -1.57% 12

Netherlands EWN 5/6/2017 28.91 31.60 0.35 10.53% 4

Sector (# in 27)

Gobal Healthcare IXJ 7/3/2017 109.22 114.55 0.02 4.91% 8

Software IGV 4/17/2017 125.88 153.24 0.00 21.74% 7

Software PSJ 9/8/2017 60.77 65.24 0.00 7.35% 1

A virtual BB & technical 
analysis laboratory! 
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though opinions expressed herein are based on sound judgment and research, no warranty  is given or implied as to their true reliability. The 
responsibility for decisions made from information contained in this newsletter lies solely with the individual making those decisions. It should 
not be assumed that recommendations made in the future will be as profitable or equal the performance of the securities in this list. Officers of 
Bollinger Capital Management, Inc. may at times have positions in securities mentioned. 
Entire contents copyright 2017, Reproduction of any kind, including photocopying, reposting or redistributing without express prior permission 
from Bollinger Capital Management, Inc. is unlawful and strictly forbidden. 

Portfolio Notes: Smaller stocks are giving up some of the relative gains they made in relation to larger stocks, 
while growth versus value is a push, with a slight tilt towards growth. The Value Line Plan is in the market with a 
Friday sell stop of 533.13. There are no changes to the ETF portfolio this week, but one position, EWI is on the 
cusp and might get replaced soon. Over the years I have learned not to try and anticipate these things. Our 
FAANG Index broke out and has pulled back to the breakout point, which is often a good reentry point. At the 
moment Netflix, NFLX, is the best setup of the FAANG stocks (FB, AAPL, AMZN, NFLX, GOOG). The stock 
market remains in good technical condition, with no major signs of weakness showing. While this is unusual for 
this time of year, it is not unprecedented and I suspect the major fundamental factor is anticipation of tax and 
budget cuts. There are a few warnings, for example the High Low Logic Index has started to turn up. So, there are 
some thing to monitor, but all-in-all we are still in good condition. On the portfolio I marked the issues we sug-
gested as reduce or sell as reduced. Wasn't sure how best to handle that, hope it is clear. Recommending Apple, 
AAPL as a buy for trade and possible hold. 

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    257.11     9.20      31.1% 224.00 Hold

2 Russell 2000 IWM 11/02/15 118.21    149.98     3.70      30.0% Reduced

3 S&P MidCap MDY 04/18/16 267.64    333.57     5.92      26.8% Reduced

4 Finance XLF 10/08/16 19.75      26.64       0.39      36.9% 22.00 Hold

5 Russell 1000 (Equal) EQAL 12/05/16 26.81      29.95       0.40      13.2% Reduced

6 Healthcare ETF IYH 01/14/17 147.28    176.18     0.92      20.2% 148.00 Hold

7 Global Telecomm ETF IXP 01/14/17 60.09      59.96       1.03      1.5% 56.50 Hold

8 S&P Small Cap IJR 03/17/17 69.35      74.98       0.45      8.8% Reduced

9 S&P 500 Growth IVW 03/17/17 131.81    147.14     0.69      12.2% 124.00 Hold

10 Royal Dutch A RDS.A 05/26/17 54.63      61.07       1.78      15.1% 49.50 Hold

11 Apple AAPL 10/23/17 156.25    156.25     -       0.0% Initial buy

Core Portfolio - International

1 Japan EWJ 12/14/12 44.99      57.52       1.41      31.0% Hold

2 World VEU 10/19/15 45.53      53.56       2.02      22.1% Hold

3 Int'l Property ETF WPS 05/26/17 37.43      38.57       0.39      4.1% Hold

Core Portfolio - Yield

1 Barclays High Yield JNK 02/20/09 29.17      37.32       22.03    103.5% Hold

2 iShares High Yield HYG 02/20/09 69.98      88.69       44.24    90.0% Hold

3 PS Finan. Preferred PGF 03/13/09 8.35        18.97       10.26    250.0% Hold

Core Portfolio - Speculation

1 VIX Inverse XIV 10/06/15 27.29      112.68     -       313.0% Hold

Cash

1 Doubleline Low DurationDBLSX 09/15/17 10.07      10.07       0.02      0.2% Buy

2 Vangaurd Short Term VCSH 09/15/17 80.00      80.00       0.15      0.2% Buy


