
If I had A Hammer (The Hammer Song) 
 
If I had a hammer 
I'd hammer in the morning 
I'd hammer in the evening 
All over this land 
I'd hammer out danger 
I'd hammer out a warning 
I'd hammer out love between my brothers and my sisters 
All over this land 
 
Words and music by Lee Hays and Pete Seeger, 1949 
 

If I had a Hammer... 
 
The old saying goes: "To a man with a hammer every-
thing looks like a nail." That is sometimes known as The 
Law of the Instrument. Having invented Bollinger 
Bands and having used them for most of my career, I try 
very hard to lean against the wind in that regard and to 
look at and use a catholic selection of indicators and 
tools. It is true that Bollinger Bands and the associated 
indicators are my primary tools, but here are other ana-
lytical bits that can lend great advantage. No one trick 
pony here. 
 

Thou Shalt Not Peek Into The Fu-
ture! 
 
I met Bill Ohama a long time ago when I was working 
at the Financial News Network. He came to visit, as 
many interesting/accomplished technicians did at the 
time, and we talked about his work at length. He had 
been involved in the markets for a long time, with an 
emphasis on commodity trading as I recall*, but what he 
wanted to talk about was the stock market, specifically 
stock-market tops. Tops had always been harder to diag-
nose than bottoms and he had discovered the hard way, 
by hand, that when new lows overwhelmed new highs 
near a market peak the odds of a decline ensuing where 
strong. He gave his work a naughty name, the Titanic 
Syndrome, which I thought unfortunate. His core idea 
was elemental, a sell signal was generated when the net 
of new 52-week NYSE highs and lows turned negative 
within seven days of a 52-week high for the Dow Jones 
Industrial Average. By the time I met him he had added 
a number of other qualifiers and confirmation tools: It 

could be a 400 point rally in the Dow, rather than a 52-
week new high. For confirmation a 10% drop, days with 
more than 1,000 declining stocks, days with greater than 
4-to-1 decline / advance ratios, divergences in the aver-
ages, and so forth. Most of that seemed to be curve fit-
ting, but the core idea was undeniably a powerful one, a 
net negative balance in the high-low data near a market 
top. It turned out that it was, in fact, a first principles 
idea and it has more than withstood the test of time. He 
published this work in the November 1988 issue of 
Technical Analysis of Stocks and Commodities, 
"Patterns that Detect Stock Market Reversals" with 
Melanie Bowman and the rest is history. Today the Ti-
tanic Syndrome, the Hindenburg Omen, the Head and 
Shoulders pattern and the Death Cross are amongst the 
best known (though not necessarily the most effective) 
technical sell signals. 
 
*It was a time of very high (fixed) commission rates, 
wide spreads between the bid and asked prices for 
stocks, and punitive capital-gains tax rates, all of which 
combined to make trading very expensive, so many 
speculators chose to trade commodities which were 
cheaper to trade, had higher leverage, presented tighter 
spreads and offered tax advantages. (Much of which is 
still true...) 
 
I always liked the Titanic Syndrome concept, but it was 
so polluted by its name and curve-fit claims that I stayed 
away from it for a long time. But the power of that sim-
ple observation kept tugging at me, so I decided to take 
another look. First, I stripped away all the cruft, leaving 

Volume #31 Issue #3 19 August 2017 

Copyright 1998 John Bollinger’s Capital Growth Letter 

Asset Allocations 

 

0%

10%

20%

30%

40%

50%

Stocks Intl. Yield Cash



Page 2 

John Bollinger’s Bollinger Band Letter 

 

 

Copyright 2017 John Bollinger’s Bollinger Band Letter 

 800

 1000

 1200

 1400

 1600

 1800

 2000

 2200

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

Courtesy of Bollinger Capital

  www.BollingerBands.com

 4600

 4800

 5000

 5200

 5400

 5600

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

Courtesy of Bollinger Capital

  www.BollingerBands.com

only a new 52-week high in the averages with more new 
lows than highs within a short window around the high. 
Ohama had used a seven-day window and I saw no rea-
son to change that so I left that in place. I did check to 
see whether it was robust and small changes in the 
width of the window did not have much impact. Feel 
free to change it for your purposes, I don't think that you 
will find that is makes much of a difference. As I stud-
ied the data I noticed that when new lows occurred be-
fore a 52-week high the nature of the signals were quite 
different than when signals were generated after the 
high. Noting that, I broke the approach in two, the days 

before the new high and the days after the new high 
(including the day of). I retained the Ohama spirit and 
refer to signals before the new high as being 'on board' 
and signals the day of or after as 'sinking'. That turned 
out to be a very useful split. 
 
Welcome to the heart of the beast. It is easy to see that 
looking back into history on the day of a new high to 
check for a negative high-low balance presents no ana-
lytical problems, but looking forward is an entirely dif-
ferent matter: "Here be dragons!". Years ago I got a new 
piece of testing software and wrote an absolutely killer 

The Volatility Index — VIX — One Year 

Value Line Arithmetic — One Year 

Double top in the VIX suggests a correction 
rather than a primary down trend.  

A failed breakout has led to 
a correction. We expect that 
this will set up  an important 
low later in the year. 
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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 

New lows suggest that 
the tide has turned. 
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trading system with it. I floated on a cloud for several 
days before I realized that due to a syntax error it was 
peeking into the future and the system would not work 
as expected in real time. My version of the Titanic Syn-
drome peeks into the future just as Bill Ohama's did, but 
by splitting the signals into before and after I am forced 
to explicitly deal with the problem. To wit, suppose 
there is a 52-week high in the market and on the same 
day new lows exceed new highs, a rare, but not unheard 
of occurrence; that is a TS 'sinking' signal. Now suppose 
the imbalance occurs the next day, where should the 
signal print, the day of the high or the day of the nega-

tive balance? I believe that it should print on the day the 
high occurred, but that means that that the marker will 
pop on a day late. On the day of the high there will be 
no marker, but a day later a marker will appear above 
the high. The worst this delay can be is when the market 
makes a new high, turns down and then six days later 
new lows overwhelm new highs and a marker pops up 
six days back at the high. In which case some might be 
tempted to claim that they had picked the exact high, 
when the signal that marked the high was actually gen-
erated six days later. 
 

FTSE 100 — Daily—One Year 

 

Nikkei 225 — Daily — One Year 

The international markets are con-
firming the downturn in stocks. 
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So why not plot the markers on the day new lows ex-
ceed new highs? The idea is this, we are looking for new 
52-week highs that are succeeded by net new lows, not 
net new lows that were preceded by a 52-week high. It 
is a subtle, but important difference; a single net new 
lows reading can generate several signals if there have 
been a number of new 52-week highs in the window. 
Say there are four news highs in a row and four days 
later new lows overwhelm new highs. You will get four 
signals, one at each new high. Whereas you would get 
only a single signal if the signal anchor were the net new 
low instead of the 52-week high. The only real way to 
wrap your head around this is to try it with pencil and 
paper. The bottom line is that there is more information 
using the look forward method, but you have to be care-
ful how you use it. 
 
Another important Titanic Syndrome decision is which 
index to use for the 52-week. Bill Ohama used the Dow 
Jones Industrial Average. Today the S&P 500 might be 
more appropriate given it's near universal use as a 
benchmark. Or the Russell 3000 might be of use as a 
broad market measure. For logical consistency the 
NYSE Composite might make sense as that is what the 
data on new highs and new lows is drawn from. Despite 
all that I think that we should stick with the Dow; it is 
still the more widely quoted market measure and the one 
that has the greatest psychological impact. In this case 
the old maxim "If it ain't broke, don't fix it." seems to be 
the right path. 
 
In fact Bill Ohama explicitly had a method for including 
other important indices, he called it his 3D method. This 

was a mostly intuitive method and it is hard to code. The 
idea is that all the important stock-market indices should 
make highs together and that the extent that they fail to 
do so is a negative indication for the stock market. I 
think that a short list indices like the S&P 500, 400 and 
600 (large-, mid- and small-cap), the Value Line Geo-
metric plus the NYSE and NASDAQ composites would 
be a good starter list. 
 
So there you have it, a new chart for our market-timing 
chart pack. There are now 14 charts in the pack and I 
have a couple of more waiting in the wings. I think we 
are getting quite close to what I had in mind when I 
started down this road, a weekly at-a-glance view of the 
stock market with an eye towards assessing risk in just a 
few minutes. As always, your comments are most wel-
come: bbands@bollingerbands.com 
 

FAANG 
 
Facebook, Amazon, Apple, Netflix and Google. FB, 
AMZN, AAPL, NFLX and GOOGL. The crowd behav-
ior of the market never ceases to amaze. For many in-
vestors these five stocks are the market; that's all they 
think about, all they care about. Of course these have all 
been market-leading stocks, so the interest is justified, 
but there is too much concentration on them and so 
much participation in them that when they come a crop-
per there is going to be a great deal of pain. I thought 
this so important that I created a FAANG index in Ami-
Broker using data from Premium Data. You can see the 
chart on page 12, so far so good, a recent breakout and 
then a pullback to the breakout point. This composite is 

13-Week Interest Rate Index — IRX 

The recent decline in short-term 
interest rates suggests that the Fed 
will do what they think is neces-
sary to support the stock market 
and the economy. 
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Silver Bullion Futures — SI — One Year 

 

as equal-weighted as I could get it to be without doing 
some serious programming, the volume is simply the 
total volume of the FAANG stocks. If there had been a 
bit more time I would have used percent changes to cre-
ate a geometric index and dollar volume, but deadlines 
are deadlines… 
 
Ah, but these are volatile stocks; the last major pullback, 
at the turn of 2016/17, ran a full third. Performance does 
have its price and the hot money is heavily committed to 
them, so this mania could get unwound rather quickly. 
Caveat emptor. 

The Stock Market 
 
I strongly suspect that we have made the highs for the 
year in the US stock market and will now work our way 
lower into a late fall, early winter market bottom that 
will in turn usher in another good period to own stocks. 
This seasonal pattern has a long history, but it occasion-
ally fails so we wait for it to actually set up rather than 
trying to anticipate it. That is a very important concept. 
So much of what we do has to do with finding a setup 
where the odds are in our favor, the amount risked is 

Gold Bullion Futures — GC — One Year 

Gold and the gold stocks are 
trying to break out. In a stock-
market correction it would 
make sense for them to do so.  
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less than the potential reward and then waiting for con-
firmation. That last bit involves giving up a bit of gain 
in exchange for increasing the odds of success. I am not 
sure how many traders have thought that through, but it 
has been a core concept here since our beginnings. 
 
Although I am first and foremost a market technician I 
always like to look for another sort of confirmation, 
confirmation from fundamental factors. In this case I 
think that is pretty easy to see and understand; chaos in 
our government is the culprit. Specifically, the uncer-

tainty caused by the maelstrom that our national govern-
ment has descended into. More specifically, I think that 
many corporate leaders dumbstruck by the chaos in 
Washington were looking for an exit strategy and used 
Charlottesville as an excuse to depart from the advisory 
councils. Without their participation I think that the odds 
of business friendly, pro-growth policies have dimin-
ished dramatically. Take the expected repatriation holi-
day as an example. I now think that the chances of such 
are vastly diminished by what will likely be a vindictive 
attitude on the part of the administration toward corpo-

 

Crude Oil Futures — CL — One Year 

Oil Service Stocks — OSX — One Year 

No relief for the energy 
sector yet. The stocks say  
that there is more trouble 
to work through.  
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Commodity ETF — DBC — One Year 

rate America. In any case, uncertainty has increased 
steadily and dramatically over the past several months 
and the stock market hates uncertainty. I was looking for 
one last push higher before the fall, likely involving 
very economically sensitive stocks and that remains a 
possibility, but I suspect that this latest round of mad-
ness has precluded that idea. We will likely continue to 
raise cash and batten the hatches, with an eye towards 
acquiring some quality merchandise towards the end of 
the year. 
 
(My wife thinks that Trump is being punished so se-
verely that he will resign citing medical reasons and that 
Pence will then have an opportunity to be all that he can 
be, which she hopes would be conciliatory and therefore 
a great improvement. I think that this is unlikely, but it 
would very nicely explain another up leg in the stock 
market off of the fourth quarter lows.) 
 
So far we have cut our exposure to US stocks twice, an 
initial cut and then an automatic cut based on a Value 
Line Program sell signal. That took us from 70% US 
stocks to 50%, and if market conditions deteriorate just 
a bit more we will go to 40% and perhaps lower. In this 
environment cash is likely to be king, so we won't be 
suggesting alternative investments like bonds for the 
interim. 
 

The ETF Portfolios 
 
The ETF portfolios have had a rather good year and I 
gather that there is quite a bit of interest in them. To 
recap a bit: There are three ETF portfolios, Style, Inter-

national and Sector. The last two are self explanatory 
while Style uses a series of ETFs covering stocks of 
differing sizes as well as the splits between growth and 
value. Each portfolio owns the top three relative-
strength ETFs from a list of appropriate candidates. 
Once owned an ETF is held until its RS rating falls be-
low the median, at which time it is replaced with the 
highest ranked ETF that is not already held. This is 
known as a cast out system. That's the basics. 
 
The main defensive mechanism for these portfolios is a 
rule which says that we will not buy an ETF with a 
negative RS rating. In a down market as rotation occurs 
sells are made and cash builds up until momentum turns 
positive again and the accumulated funds are reinvested. 
There is one problem with this, in a fast, highly-
correlated decline there may not be enough rotation to 
automatically raise the desired levels of cash as correla-
tions are driven towards 1.00. 
 
A reader, thinking about how to raise cash, wrote to ask 
about the relationship between our allocations and the 
ETF portfolio. The short, factual answer is that there is 
no explicit relationship; they are two different disci-
plines. A more thoughtful answer might reflect the idea 
of lightening up as we reduce our allocation to stocks 
and then reinvesting as we start to expand it again. But, 
there is a philosophical problem here. Cutting back ex-
posure is sort of antithetical to relative strength; the ba-
sic RS idea is pile on, not trim. Now I have no specific 
objection to trimming, the problem is how best to do it 
in a RS context. Trimming the best performers seems 
diametrically opposed to the core principle of owning 

Energy is holding the com-
modity sector back. 
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the best performing merchandise, so I think that the next 
best thing is to use some sort of stops. That sort of ap-
proach focuses on penalizing those funds that are behav-
ing poorly, which seems to make more sense to me. 
Real RS aficionados are going to want to use Bollinger 
Stops, my adaptation of parabolic stops, as they are most 
in line with the RS ethos, progressing steadily and in-
sisting on performance or a sale, but I suspect that 
Bollinger Stops will create more turnover than the typi-
cal user will be comfortable with. A viable alternative is 
the Chandelier Stop, popularized by Chuck Lebeau. 
They are driven by progress in the trade and are not as 
urgent as BB stops. Combing stops and the no-negative 
entry rule is a good way to address the concerns about 
the performance of the ETF program in a decline. 
 
Speaking of turnover, there are two approaches to RS, 
cast out and upgrade. Upgrade always owns the highest 
ranked funds. It'll perform better than cast out, but there 
is a price, there will be more turnover, perhaps a lot 
more depending of the size of your list and the securities 
in it. It'll also be a bit more defensive as the higher turn-
over will help actualize the do-not-buy-negative-
rankings rule. 
 

View from the Beach 
 
I am deeply disturbed by the destruction of our history 
in the name of political correctness. Images of Robert E. 

Lee, Stonewall Jackson, Jefferson Davis and many oth-
ers are being erased from the land. I suspect that Tho-
mas Jefferson, a well-known slave owner, will be next. 
Regardless of what you think of the Confederacy, these 
were people of principle who fought for their vision of 
what they wanted their country to be. Their opinions 
may have differed, they may have lost, but they were 
not evil. While undoubtedly many wanted to keep slav-
ery some were not pro-slavery, but were states rights 
advocates; how are we to understand our past if we can-
not speak of them and all are thrown on the trash heap 
of history? 
 
George Santana admonished us not to forget history lest 
we have to relive it. The nation we know today was born 
in the Civil War, reshaped in the great Depression and 
forged in the post WWII era. Hand-in-hand with the 
erasing of historical monuments goes an ever increasing 
list of words and phrases that we can no longer use as 
part of our national dialog. For example, The University 
of California at Berkeley recently listed the term 
"melting pot" as a "micro aggression", a form of speech 
that you may not use in the university. Another facet of 
this increasingly strident intolerance is the banning of 
speakers deemed as inappropriate. I have long argued 
that if you want knowledge you must read, understand, 
and try to reconcile opposing views; walk a mile in their 
shoes. 
 

US Dollar Index — DX — One Year 

This downtrend will make American 
exports much more completive and 
put upward pressure on inflation. 
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I would like our history to remain intact, our national 
dialog to be robust and as inclusive as possible of all 
points of view, our debates and forums open to all re-
gardless of beliefs. Which would you rather have, a 
bunch of skin heads out in the open expressing their 
views, or a festering underground movement, sup-
pressed, enraged and primed to erupt? This is America, 
land of the free. Let's push for as open a society as pos-
sible so we can see all of what is going on and react to it 
if, when and how we choose to. If we don't like what we 
see or hear we should engage and try to understand 
rather than suppress and then, if appropriate, work to 
change minds, not ban them. With apologies to Pete 
Seeger a small change to his lyrics: Hammer out love 
between our brothers and our sisters all over this land. 
 
 
 
 
 
 
 
 
 
 
 

Speaking Engagements 
 
The San Francisco Money Show 
San Francisco, CA, August 26, 2017 
The History and Practical Application of Bollinger 
Bands 
https://www.moneyshow.com/events/conferences/the-
moneyshow/moneyshow-san-francisco/?scode=043014 

IFTA 2017 
Milan, Italy October 13-15, 2017 
A Personal History of Technical Analysis 
http://www.ifta-conferences.org/ 

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 

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 48.73 0.00 3.97% 2

Russell 1000 Growth IWF 2/10/2017 111.06 120.51 0.76 9.19% 3

Russell 1000 IWB 1/27/2017 126.69 134.84 1.19 7.38% 4

International (# in 24)

Austria EWO 1/20/2017 17.26 22.43 0.31 31.76% 1

Singapore EWS 8/14/2017 24.75 24.36 0.00 -1.56% 12

Netherlands EWN 5/6/2017 28.91 30.43 0.35 6.50% 4

Sector (# in 27)

Gobal Healthcare IXJ 7/3/2017 109.22 107.05 0.00 -1.98% 2

Software IGV 4/17/2017 125.88 140.30 0.00 11.46% 5

Global Financials IXG 7/3/2017 63.86 64.15 0.00 0.46% 1
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Portfolio Notes: Larger-cap stocks are leading their smaller brethren by a wide margin and growth is maintaining 
an edge over value. The Value Line Plan is out of the market. With the Value Line Geometric Average at 503.99, 
the Friday buy stop is 511.38. The 30-day Treasury bill rate, which had risen as high a 1.16% has fallen back be-
low one percent. That says to me that the Fed is in there to support the financial markets regardless of what they 
say in their releases. Confirming that view is the still rapid growth rate of M2, which stands at 5.5%, well beyond 
the inflation rate and very stimulative. There are no changes to the ETF portfolios this week. BandWidth is ex-
panding as price moves to the downside, which is exactly what we'd expect to see in a corrective downswing. The 
advance-decline line is not leading price lower, which suggests a correction rather than a primary down trend. The 
international markets are pretty much in sync with the correction in US stocks. The bottom line is that it looks like 
we are in for the fall woes and we are starting to think ahead to the opportunities they might create. I've flagged 
sell candidates via the Hotlines and confirm them here. Be careful out there 

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    242.71    7.97      23.4% 224.00 Hold

2 Russell 2000 IWM 11/02/15 118.21    134.92    3.35      17.0% Reduce/Sell

3 S&P MidCap MDY 04/18/16 267.64    308.38    4.47      16.9% Reduce/Sell

4 Finance XLF 10/08/16 19.75      24.62      0.29      26.1% 22.00 Hold

5 Russell 1000 (Equal) EQAL 12/05/16 26.81      28.14      0.28      6.0% Reduce/Sell

6 Healthcare ETF IYH 01/14/17 147.28    163.54    0.44      11.3% 148.00 Hold

7 Global Telecomm ETF IXP 01/14/17 60.09      59.83      1.03      1.3% 56.50 Hold

8 S&P Small Cap IJR 03/17/17 69.35      67.17      0.22      -2.8% Reduce/Sell

9 S&P 500 Growth IVW 03/17/17 131.81    138.79    0.15      5.4% 124.00 Hold

10 Royal Dutch A RDS.A 05/26/17 54.63      54.65      1.78      3.3% 49.50 Hold

Core Portfolio - International

1 Japan EWJ 12/14/12 44.99      54.45      1.41      24.2% Hold

2 World VEU 10/19/15 45.53      51.21      2.02      16.9% Hold

3 Int'l Property ETF WPS 05/26/17 37.43      38.09      0.39      2.8% Hold

Core Portfolio - Yield

1 Barclays High Yield JNK 02/20/09 29.17      36.81      21.71    100.7% Hold

2 iShares High Yield HYG 02/20/09 69.98      87.47      43.51    87.2% Hold

3 PS Finan. Preferred PGF 03/13/09 8.35        18.92      10.09    247.4% Hold

Core Portfolio - Speculation

1 VIX Inverse XIV 10/06/15 27.29      73.89      -       170.8% Reduce
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FAANG — Weekly — Five Years 

FAANG — Daily — One Year 

Created with AmiBroker - adv anced charting and technical analy sis sof tware. http://www.amibroker.com
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~FAANG - Daily 8/17/2017 Open 3119.13, Hi 3134.54, Lo 3060.68, Close 3064.68 (-2.1%) Vol 54,324,276 MA(Close,15) = 3,185.36, BBTop(Close,20,2) = 3,381.75, BBBot(Close,20,2) = 3,055.44

 3,064.68 
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~FAANG - Weekly 6/2/2017 Open 3033.22, Hi 3064.77, Lo 2990.61, Close 3061.98 (1.3%) Vol 189,366,640 MA(Close,15) = 2,785.39, BBTop(Close,20,2) = 3,047.98, BBBot(Close,20,2) = 2,427.18

 3,064.68 


