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 Summary DOW JONES S&P 500 NASDAQ RUSSELL 2000 

Friday's Close 9972 1079 2154 600 

Support 9488 1025 2041 580 

Resistance 10365 1106 2274 650 

20 Day EMA 9884 1073 2136 608 

50 Day SMA 9660 1046 2080 594 

200 Day SMA 8556 914 1773 504 

  

Performance DOW JONES S&P 500 NASDAQ RUSSELL 2000 

% Change Last Week -0.24% -0.74% -0.11% -2.49% 

% Change Month To Date 2.68% 2.13% 1.51% -0.57% 

% Change Year To Date 13.63% 19.52% 36.62% 20.30% 
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The clouds on the horizon have definitely moved a few miles closer. That was a nasty reversal on 
Friday, and once again it occurred on heavier than usual volume. It's important to note that we still 
haven't lost any key support levels so there's absolutely no reason to panic. However, signs of 
caution abound. Let's discuss them one at a time. 

During economic expansion periods, small cap stocks tend to deliver solid results much more quickly 
because of their inherent flexibility. Think about the large cap stocks as the 18 wheeler and the small 
caps as the Honda Civic. Which one could you turn around quicker in an emergency? That's how the 
small caps vs. the large caps generally work. When business slows down, the small caps are able to 
adjust their business model and strategies much quicker because they're more nimble. When the 
economy begins to bounce back, small caps usually outperform. We've seen some of that off of the 
March bottom. We cannot ignore the fact that the Russell 2000 (small cap) index significantly 
underperformed the other indices last week and over the past month. For 2009, the Russell 2000 has 
gained 20.30%, as opposed to the 13.63% gain that the Dow Jones has logged. During October, 
however, the Dow Jones has tacked on 2.68% while the Russell 2000 has fallen 0.57%. During last 
week alone, the Russell 2000 was down 2.49% while the Dow Jones was lower by a fraction - 0.24%. 

There has been plenty of talk about a possible double dip recession. While one week's trading 
doesn't make a trend, we have to at least recognize that the weakness in small caps could portend a 
much further decline ahead, or at least more sideways trading for awhile. 

Lending support to the double dip recession theory is the semiconductor group, which has been 
performing horribly of late. In fact, while many other indices and sectors are trying to hang onto 20 
day EMA support, the semiconductors are hanging by a thread to its 50 day SMA support. Clearly, it's 
been a major laggard during the last couple of weeks. Since its October 14th top, the SOX has fallen 
6% while the S&P 500 has fallen just 1%. That's a case of significant underperformance, another 
warning sign. 
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 Key Economic Reports 

Date Report Estimate Time 

Monday 10/26 None     
Tuesday 10/27 September Durable Goods 1.0% 8:30 AM EST 

  September Durable Goods (ex transportation) 0.7% 8:30 AM EST 

  Case Shiller Home Price Index -11.9% 9:00 AM EST 

  October Consumer Confidence 53.5 9:00 AM EST 
Wednesday 10/28 September New Home Sales 440,000 10:00 AM EST 

  Crude Inventories   10:30 AM EST 
Thursday 10/29 Q3 Advance GDP 3.2% 8:30 AM EST 

  Initial Claims 525,000 8:30 AM EST 
Friday 10/30 September Personal Income 0.0% 8:30 AM EST 

  September Personal Spending -0.5% 8:30 AM EST 

  October Chicago PMI 48.7 9:45 AM EST 

  

Key Earnings Reports 
Monday 10/26 GLW, NOV, SOHU, VZ 
Tuesday 10/27 ACL, APOL, BIDU, ETFC, HMC, JCI, NSC, AMTD, UA, X, VLO, X, WYNN 
Wednesday 10/28 AEM, AKAM, CERN, ESRX, FSLR, GD, GSK, HES, IP, SO, SYMC, WLP 

Thursday 10/29 AET, APA, ABX, BMC, CME, CL, DB, EXPE, XOM, K, KLAC, MET, MOT, NEM, PG, 
S, WM 

Friday 10/30 CVX, CMI, ITT, WY 
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The clouds on the horizon have definitely moved a few miles closer. That was a nasty reversal on 
Friday, and once again it occurred on heavier than usual volume. It's important to note that we still 
haven't lost any key support levels so there's absolutely no reason to panic. However, signs of 
caution abound. Let's discuss them one at a time. 

During economic expansion periods, small cap stocks tend to deliver solid results much more quickly 
because of their inherent flexibility. Think about the large cap stocks as the 18 wheeler and the small 
caps as the Honda Civic. Which one could you turn around quicker in an emergency? That's how the 
small caps vs. the large caps generally work. When business slows down, the small caps are able to 
adjust their business model and strategies much quicker because they're more nimble. When the 
economy begins to bounce back, small caps usually outperform. We've seen some of that off of the 
March bottom. We cannot ignore the fact that the Russell 2000 (small cap) index significantly 
underperformed the other indices last week and over the past month. For 2009, the Russell 2000 has 
gained 20.30%, as opposed to the 13.63% gain that the Dow Jones has logged. During October, 
however, the Dow Jones has tacked on 2.68% while the Russell 2000 has fallen 0.57%. During last 
week alone, the Russell 2000 was down 2.49% while the Dow Jones was lower by a fraction - 0.24%. 

There has been plenty of talk about a possible double dip recession. While one week's trading 
doesn't make a trend, we have to at least recognize that the weakness in small caps could portend a 
much further decline ahead, or at least more sideways trading for awhile. 

Lending support to the double dip recession theory is the semiconductor group, which has been 
performing horribly of late. In fact, while many other indices and sectors are trying to hang onto 20 
day EMA support, the semiconductors are hanging by a thread to its 50 day SMA support. Clearly, it's 
been a major laggard during the last couple of weeks. Since its October 14th top, the SOX has fallen 
6% while the S&P 500 has fallen just 1%. That's a case of significant underperformance, another 
warning sign. 
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 5 Day Historical Market Forecast from The Bowley Trend 

 
Very Bullish 

 
Bullish 

 
Neutral 

 
Bearish 

 
Very Bearish 

  

  Monday 
10/27 

Tuesday 
10/28 

Wednesday 
10/29 

Thursday 
10/29 

Friday 
10/30 

S&P 500 

     

NASDAQ 

     

RUSSELL 2000 

     

  

Bowley Trend Fact of the Week 

Since 1950, Mondays have produced NEGATIVE annualized returns of 18.53% on the 
S&P 500. 
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 Technicals 

  Very Bullish Bullish Neutral Bearish Very 
Bearish 

Price/Volume Trends           

Short-Term       
 

  

Long-Term   
 

      

MACD           

Short-Term       
 

  

Long-Term   
 

      

RSI     
 

    

Stochastics       
 

  

OVERALL RATING     
 

    

Sentiment 

    Very Bullish Bullish Neutral Bearish Very 
Bearish 

Put/Call Ratio             

Overall 0.85     
 

    

Equity Only Put/Call             

Friday's Close 0.64       
 

  

5 Day Moving Average 0.61       
 

  

60 Day Moving Average 0.59       
 

  

Relative PC Ratio -3.36%     
 

    

Volatility Index 22.27   
 

      

OVERALL RATING         
 

  

 


