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Three Telling Days 

  

The Bottom Line:  The SPX logged its worst decline yesterday since August and 
its largest two day slide since May.  Both periods were close to trading lows.  The 
current pullback started after a 1% gain and a new all time high.  This suggests 
that volatility is returning after the 2017 calm.  
 

 

The SPX now has endured two straight losses for the first time in over a month. 
 The two day rate of change for Monday and Tuesday totalled -1.76%, which 
was the largest since May 16-17.  That marked a key trading low, with a 
breakout through 2,400 soon to follow.  
 

 
 

 

We've undoubtedly heard about other studies telling us how the mood has 
changed in a very noticeable way in the final instances of January.  

But as we detailed yesterday, 2018 had already been flashing changes in 

  



behavior.  The persistent, well mannered and obedient market in 2017 had 
started to act in capricious fashion.   

This began to build as the average daily gains grew to 50, and then 60 basis 
points.  Things REALLY changed last Friday when the SPX blasted to new highs 
on its largest gain since September. 

That, of course, has been followed by two abnormally larger declines. 

The long-term uptrend persists, but volatility is finally detectable. The VIX's 
move is clear.  But the large daily moves tell the real story.  Given last year's 
historic calm, this change was inevitable, but timing it has been challenging.  
 

 
 

 

With overseas markets holding things together today, the SPX has a chance to 
repair some of the damage.   And now with BA (representing a cool 9% of 
DJIA) ripping higher post earnings, the price weighted index will have a 
tough time finishing in the red again.  

Regarding the SPX, while getting back to that "top 6% of all months" we alluded 
to on Monday will be difficult to recapture in the last day of trading, the month will 
end up with a stellar showing nonetheless.  

So, how bad was the damage?   The picture perfect January trading channel 
is now history.   It was fun while it lasted, but remember, while persistent, it was 
very steep and very short. 



 

 

Here is January atop the price action from other, long-term, perspectives.  It's still 
extended.  

  

At the very least, then, a new technical pattern now will need to be formed.  Could 
it be a quick reset with another shot at the all the time highs around the corner? 



 Sure, but that’s not a guarantee. And the market could use more a breather than 
a two day sell off.... 
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