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The Deviant Standard 

Rigorous preparation for volatile markets  

Summary 
A brief update this evening, but we’ll try to keep the rigor.  We’ve got the bounce that’s been eluding us, 

but there are too many scenarios to consider for when it might end to go on at length.  And while there 

are a few stocks setting up that we might want to add to our model portfolio, it’s already pretty heavily 

invested. 

Markets on Tuesday 
Finally, the market seems like it is seeing fit to start answering some questions for us.  Coming into the 

week we had been preoccupied with trying to figure out how to spot the end of wave (i), and when we 

would see a bounce.  After Tuesday morning gave us new lows, the market began its largest point gain 

since the end of wave [ii] on June 3rd.  That is sufficient for us to view the low of the morning as the end 

of wave (i) as our most likely scenario.   

 Our outlook for Monday was right about one thing: we had no good idea how the day was going to 

unfold.  However, our 9914 level gave us a good perspective on market action.  It provided after the 

open and up into the highs of the day.  And even though we traded through the level three times 

requiring us to flip-flop on our market view more times than a senator in an election year, the index 

gave a quick retest of 9914 after each cross before continuing to run.  

One of the few clues that the market gave us today was the importance of the 9914 level and we’ll 

continue to watch it on any bounce.  And as price continued to advance toward the May 25th lows, the 

likelihood increases that our correction is over.   

Outlook for Wednesday 
Lest we think the market is suddenly being generous with something other than ‘memorable’ lessons, 

it’s decided to withhold answers to other questions.  Most significantly, how much of a retracement we 

should expect.  Secondarily, there’s the open question of whether our baseline count assumptions are 

correct.  We’ve outlined plenty of alternate scenarios in the past few days.  Be wary of them, but we 

won’t recount them all tonight. 

The blog has several attempts at counting the correction in real time today.   Early off, it started 

counting cleanly and then threw some curves in at the end of the day.   Technical indicators are also 

throwing indecisive signals about whether the move is complete.  That leaves the immediate direction 

up in the air and whether or not it’s complete, it doesn’t seem like a high probability trade at the 

moment.  We are at a possible stopping point so a gap down in the morning could see follow through.  
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For strength, we will want to see a count that looks complete before calling a likely turn.  Absent that 

count, possible levels remain at the 9950 area, the 9970-9985 area, and our FibGrid resistance at 10017.  

Beyond 10017 and we need to revisit scenarios. 

As long as we remain beneath 10017, we’ll stay confident in the long term direction and confident in the 

portfolio’s swing trades.  Stops on individual positions should allow for a continued direction, should get 

us out profitably should the upside exceed current expectations.  

There’s not much more to add to what we’ve discussed over the past several days.  Look for the 

correction to finish development and trade to continue down, or evidence to the contrary.  Indications 

of each have been well described previously. 

Swing Trade Model Portfolio 
Our model portfolio remains 100% short reflecting both our market view and our attitude toward long 

plays expressed in yesterday’s issue.   Even on an up day, many of our names remained weak and either 

continued moves down, or had limited participation in the rally.  We did get hit on some of our new 

entries which broke lower only to get a large bounce.  AEG closed on its highs and a penny from being 

stopped out for a substantial loss after entering the trade early in the day.  Here are today’s entries, all 

but one are in the red: 

 AEG 

 LEA 

 NE 

 CCJ 

 NARA 

 WU 

 

Symbol Position Entry 
Date 

Entry Close Comments 

A Short 6/1/10 $32.15 29.77 Covered 60% 6/4 @ Daily 200 SMA 
Stop on remaining @ 32.75 

AB Short 5/28/10 $28.75 $27.68 Stop at $29.00 

AEG Short 6/8/10 $5.20 $5.60  

AEO Short 6/7/10 $12.31 $12.08 Stop @ $13.15 

AGO Short 6/1/10 $16.35 $13.65 Covered 40% on 6/4 @ $14.40 
Stop on remaining @ $15.25 

AKR Short 6/1/10 $17.75 $17.71 Stop @ $18.00 

APOL Short 6/1/10 $52.50 $50.44 Stop @ $53.25 

BCO Short 6/2/10 $22.20 $20.82 Stop @ $22.50 

BKE Short 5/28/10 $35.75 $33.78 Stop @ $35.00 
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BSX Short 6/1/10 $6.07 $5.52 Stop @ $6.25 

CBI Short 6/1/10 $19.00 $17.17 Stop @ 19.10 

CCJ Short 6/8/10 $22.40 $22.70  

CIT Short 5/28/10 $37.00 $35.43 Stop @ $38.00 

CMCSA Short 5/28/10 $18.10 $17.43 Stop @ $18.50 

COCO Short 6/7/10 $12.50 $11.97 Stop @ $13.25 

CSE Short 6/2/10 $4.40 $3.93 Stop @ $4.75 

ERTS Short 6/7/10 $15.72 $15.41 Stop @ $17.00 

JWN Short 6/1/10 $39.50 $36.11 Covered 60% on 6/4 @ $36.15 (daily 200 
SMA). 
Stop @ $38.00 

LDK Short 5/28/10 $6.00 $5.14 Covered 50% on 6/4 @ $5.50 
Stop on remaining @ $6.00 

LEA Short 6/8/10 $65.50 $65.36  

LZB Short 6/1/10 $11.60 $10.36 Stop @ $11.25 

      

MTU Short 6/7/10 $4.65 $4.56 Stop @ $4.90 

NARA Short 6/8/10 $7.94 8.14  

NE Short 6/8/10 $26.90 $27.39  

NTES Short 6/7/10 $30.99 $30.35 Stop @ $32.30 

SF Short 6/2/10 $49.00 $46.25 Stop @ $49.00 

SIGM Short 6/10/10 $10.00 $9.64 Stop @  $11.00 

TDW Short 6/7/10 $40.00 $40.35 Stop @ $43.50 

WE Short 6/8/10 $15.10 $15.44  
Table 1 - Model Portfolio open positions 

Update on Prior Trade Ideas 
 IN – IN is retesting the prior support level we cited for entry, but it isn’t yet showing signs of 

exhaustion at that level.  Stay patient. 

 PC – Continue watching for break of cited support 

 XOM – Continue watching for break of cited support. 

New Trade Ideas 
We’ve described the two setups we’ve been relying on lately in the last two issues.  We’re going to be 

selective about adding new names with an already large short book.  Nevertheless, there are a few 

names shaping up.  Here they are: 

Breakdown setups: 

 MS below $24.75 

 ONXX below $21.80 

MAP Patterns: 
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 ETP 

 

 

Calendar 
 

U.S. Economic Events World Economic Events Market Events 

Wed. 7:00a MBA Purchase 
Applications 

10:00a Wholesale Trade 
10:30a EIA Petroleum  
2:00p Fed Beige Book 

 

4:30a UK Trade 
5:00p New Zealand RBNZ 

Policy 
7:50p Japan GDP 
9:30p Australian Jobs 

 

BMO Earnings: BFB, 
CIEN, NAV, 
RGEN, TITN, 
MTN 

 AMC Earnings: 
UHAL, LUB, 
MW, PURE, 
SHFL, SHE, 
ULCM  

TBD Earnings:  
HOFT, MAGS, 
PNY, STEI 

 

Thu. 8:30a International Trade 
8:30a Jobless Claims 
10:00a Quarterly Services 

Survey 
10:30a EIA Nat. Gas 
2:00p Treasury Budget 
4:30p Fed Balance Sheet 
4:30p Money Supply 

 

2:00a German CPI 
2:45a French Industrial 

Production 
4:00a Italian Industrial 

Production 
5:00a Italian GDP 
7:00a UK BOE Policy 
7:45a EMU ECB Policy 
8:30a Canadian Trade 
7:50p Japan PPI 

 

BMO Earnings:  
AOWR,  SCHS 

AMC Earnings: ARST, 
EXPR, FNSR, 
HRLY, IDT, 
MCZ, NSM 

TBD Earnings:  AEP, 
CRAI, CIDM, 
DLM, LULU, 
NOOF,  

 

Fri. 8:30a Retail Sales 
9:55a Consumer 

Sentiment 
10:00a Business Inventories 

 

2:45a French CPI 
4:30a UK Industrial 

Production 
4:30a UK PPI 

 

BMO Earnings: 
CHBT, LAKE 

TBD Earnings: KAD, 
CLMDY 

TBD China New 
Borum (BORN)  
IPO to price 

TBD Film 
Department 
Holdings (TFDI) 
IPO to price 

 

    
Table 2- Upcoming Events (all times EDT ) 
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