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F.I.T. STOCKS 
Finding High Quality Growth Stocks to Build Healthy Investment Habits.   

Market Update 
MARKET HEALTH:  MARKET IS in RALLY! However, remain Cautious! 

The Markets remain in a confirmed rally, although they sure have been tested.  December has been a very volatile month for the markets.  We have seen 4 distribution days for the Nasdaq and 3 for the S&P 500 during the month.  Volume during the holiday season has been rather low which is to be expected.  The markets appeared to be strengthening themselves up over the past two weeks, but bad news hit the markets on Thursday Dec. 27 when it was announced that former Prime Minister Benazir Bhutto had been assassinated.  Friday, it looked like the markets were going to stage a comeback, when more bad news was announced in the housing market.  The report stated that new home sales fell 9% in November; this marked its slowest pace in 12 years.  Although we have been in a in a confirmed rally since Nov. 28, news headlines have had a volatile and jittery effect on the markets, with mortgage related write downs causing the most panic.  This is why we say to remain cautious at this time.  DO NOT GO FULLY INVESTED UNTIL THIS MARKET CAN SORT ITSELF OUT.  At F.I.T. Stocks we pick only the highest rated stocks, but please make sure you confirm all buy points with a strong volume surge.  Also, be patient this market will sort itself out, a volatile market can really test ones patience.  So remember, stick with the buy points and sell rules with no exception.  Having a SOLID set of Investment rules is what healthy investing is all about. 

Now let's take a look at the Charts of the Nasdaq and S&P 500 from last week, to gain a clearer picture of the price movement and volume. 

Here is a 6 month chart of the Nasdaq with 50 and 200 day moving averages. 


Since the Nasdaq confirmed its rally on Nov. 28, we still remain in an uptrend.  You can see how the Nasdaq has been able to hold the support of its upwards trend line (white line).  It is also nice to see the gap up in price that occurred 5 trading days ago, and the volume that was associated with it (white oval, white rectangle).  The yellow rectangles in the lower part of the volume chart represent the 4 distribution days the Nasdaq has had.  Twice now the Nasdaq has tried to break above the 2725 level and failed (yellow line).  This point appears to be acting as a resistance point for the Nasdaq.  If the Nasdaq is to firm itself up and show signs of strength, we would like to see the Nasdaq break through this level of 2725 on strong volume in the near future.  Be patient and let the Nasdaq tell us where it wants to go.  We are not market predictors, but market followers. 


The S&P 500 Chart: 
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The S&P 500 is looking a little weaker in appearance then the Nasdaq.  If you look at the yellow oval on the chart, the faster 50 day moving average (orange line) has just pierced through the slower 200 day moving average (blue line).  Many technical analysts call this a moving day average cross over.  When the 50 day crosses down through the 200 day it is considered the start of a downwards trend and a bearish sign.  The S&P 500 also has started to make a series of lower highs.  Meaning that since the prices of the S&P peaked to their highs at the beginning of October, the prices have since staged a series of price bounces that were unable to recover as high as their previous price bounce.  If you are to look at the chart above you could begin to draw a line from the price high of October to the tops of each price high to the right.  It is considered a trend line when three price points can be connected.  In this case we would have a downwards trend line perfectly in place.  If the S&P is  to show us some strength it would need to break through the 1525 price level indicated by the white line with some conviction.  If it cannot we could easily see the S&P continue down to the 1375 level.  We must remain patient, and let the markets try to settle themselves. 

Stocks Showing F.I.T. Formations   

We have 5 stocks showing F.I.T. Formations this week.  
 

IMPORTANT REMINDER: 

As a new rally starts to take place it is important that we DO NOT go fully invested until the market shows its true colors.  If you are investing 100 shares or less, it is OK to establish a full position.  For larger account sizes you may wish to establish 50% of your position, then as the stock and the market establish themselves add another 30%-50% within 2-3% of the stocks proper buy point.  This strategy allows you to leg into the investment as the stock starts to prove itself to you. 
This week we have 5 stocks showing some F.I.T formations that look ready for some strong breakouts.  Look for the F.I.T. stocks showing strength behind their break out move, and that the markets are heading in our direction.  This is what building healthy investment habits is all about.  
* All charts are 1 year time frames with weekly price patterns * 
** With Stocks that are thinly traded, less than 300,000 avg. volume, F.I.T. Stocks recommends buying 100 or 200 shares. Nothing More! **  

Stock:  Amazon  

Symbol:  AMZN                                                                       
Fundamentals:  9.7 out of 10                                                 EARNINGS DUE: Not Posted  

Industry:  Catalog & Mail Order Houses                                  Group Rank: 22 

Technical Pattern:   Cup with Handle                                     Avg. Volume: 7,587,901 

Pivot or Buy Point: $96.13 

Stop Loss: $89.31 or 7% 
Profit 1: $105.74 or 10% 
Profit 2: $115.35 or 20% 
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Well, we have all heard of Amazon.  It is one of the few internet survivors of the tech boom.  Amazon operates retail web sites, and provides programs for third parties to sell products on its web site. Amazon had a huge break out in April and now looks to be forming another Cup with Handle Pattern.  The Cup of the pattern has formed for 9 weeks and it is now building a 3 week handle.  Volume in the handle has been quite, which is a nice sign.  If Amazon can bust through the high of its handle, look to buy it at $96.13.  Confirm the break out in price with a nice buy side volume swell. 

Stock: China Medical Tech  

Symbol: CMED 

Fundamentals:   9.9 out of 10                                               EARNINGS DUE: Feb.27,2008 
Industry:   Personal Services                                               Group Rank:  5 

Technical Pattern:   Cup with Handle                                     Avg. Volume: 601,556 

Pivot or Buy Point: $45.63 

Stop Loss: $42.44 or 7% 
Profit 1: $50.19 or 10% 
Profit 2: $54.75 or 20% 
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China Medical develops, manufactures, and markets medical devices for the treatment of solid cancers and benign tumors in the People's Republic of China.  CMED has also set up in a 7 week Cup pattern with a 3 week handle.  Again, look how light the volume is in the handle.  This is exactly what you want to see in a proper handle formation.  The Handle gets rid of the last remaining sellers of the stock that is why many times you will see the price drift down in the handle.  Always when a stock sells off we would prefer for the volume to be light.  When the price breaks above our buy point of $45.63 in the handle, this is when we like to see a huge volume surge to confirm the price move up. 

Stock:  Comtech Telecommunications Corp.  

Symbol: CMTL 

Fundamentals:   9.6 out of 10                                               EARNINGS DUE: Feb.,2008 
Industry:   Communication Equipment                                    Group Rank:  17 

Technical Pattern:   Cup with Handle                                     Avg. Volume: 381,450 

Pivot or Buy Point: $55.33 

Stop Loss: $51.46 or 7% 
Profit 1: $60.86 or 10% 
Profit 2: $66.39 or 20% 
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CMTL engages in the design, development, production, and marketing of products, systems, and services communications solutions in the United States and Internationally.  CMTL has also shaped a nice Cup with Handle Pattern for the past 10 weeks and now is in the second week of its handle.  When CMTL shoots above the high of the handle look to get involved at $55.33.  What I really like about this chart, is that since June of this year there has been several big volume buying bars indicating that Big Investors are accumulating CMTL.  
Stock:  Gerdau Sa ADS  

Symbol: GGB 

Fundamentals:   9.8 out of 10                                               EARNINGS DUE: Feb. 7, 2008 
Industry:   Steel & Iron                                                      Group Rank:  4 

Technical Pattern:   Cup with Handle                                     Avg. Volume: 2,432,300 

Pivot or Buy Point: $30.63 

Stop Loss: $28.49 or 7% 
Profit 1: $33.69 or 10% 
Profit 2: $36.75 or 20% 
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Gerdau engages in the production and sale of crude steel and related long rolled products, drawn products, and long specialty products.  It sits with in the same industry of some of our past F.I.T. Stock winners such as MTL and MT.  Within the Cup part of the pattern, in December, we have seen to solid accumulation volume bars.  GGB is now in the third week of its handle, with very light volume last week.  If GGB breaks above $30.63 on above average volume, ride the wave along with the Big Investors. 

Stock:  Smith International Inc.  

Symbol: SII 
Fundamentals:   9.7 out of 10                                               EARNINGS DUE: Feb. , 2008 

Industry:   Oil & Gas Equipment & Services                          Group Rank:  35 

Technical Pattern:   U-Turn                                                 Avg. Volume: 2,478,630 

Pivot or Buy Point: $77.13 

Stop Loss: $71.14 or 7% 

Profit 1: $84.84 or 10% 

Profit 2: $92.55 or 20% 
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SII provides products and services to the oil and gas exploration and production industry worldwide.  SII has formed a beautiful 11 week U-Turn pattern with 4 weeks of heavy accumulation in the pattern.  What really looks nice about this pattern is that it is very orderly.  There are not any wild swings in the base.  This is a very healthy sign.  It appears that SII is heading up in price in a very orderly fashion.  If SII can break above its previous high of $76.99, let's jump in at $77.13 and confirm this with good volume. 

F.I.T. Stocks Watch List 
We've decided to add the F.I.T Stocks watch list right to the newsletter.  These are F.I.T. Stocks that were highlighted in previous newsletters, are still showing nice chart formations, but have yet to hit their buy point. 

	F.I.T. STOCK WATCH LIST
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	STOCK
	Newsletter 
	Current
	% Off Buy
	Buy
	Stop 
	Profit
	Profit
	Average

	 
	Date
	Price
	Point
	Point
	Loss
	Target 1
	Target 2
	Volume

	WOOF
	 
Dec. 16, 2007
	 
44.60
	2.6%
	
45.83
	
43.09
	50.96
	 
55.59
	 
406,868

	NGS
	
Dec. 9, 2007
	18.76 
	6.8% 
	19.73
	18.35 
	21.70
	23.67 
	97,292 


 

Break outs from Dec. 16-28, 2007 

 Stock        Buy          Current        P/L               % Change          Exit                

	
ITU
	
28.93
	 
	 -2.02
	 -7%
	 26.91 

	
CF
	 
100.13
	
 111.99 
	 +11.84
	 +11.84%
	 

	CLR 
	 
25.33
	
25.93
	 -1.77
	 -7%
	 23.56

	 AGU
	
65.13
	 
72.99
	 +7.86
	 +12%
	 

	 YGE
	39.33
	38.39
	 -.94
	 -2%
	 

	 CNH
	67.03 
	66.55 
	 -.48
	 -.07%
	 


 

F.I.T. Stocks still Flexing some Muscle 

AGU was listed in our Dec. 9 Newsletter.  It had top fundamentals and ranked in the number 2 industry along with CF.  It carved out a nice U-Turn Pattern, but went on to form a handle.  We had it listed for a $64.84 buy point.  Take a look at the chart. 
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Notice how last week AGU busted out of its Pattern with huge volume.  This confirms our thoughts that AGU was a F.I.T. Stock and that the Big Investors were also taking notice of AGU.  A healthy investor will always buy on the side of the Big Institutions and a healthy stock will always break to new high levels because it shows demand for its product.  Many people will tell you to buy low and sell high.  However, when a stock is low we may not know if there is something fundamentally wrong with the stock.  A healthy investor will wait for a stock to prove itself to you and that is what learning to read chart patterns will tell you.  Wait for there to be demand for the stock, watch for the Big Money to get involved and then ride the wave of the Big Institutions for really only they can move a stock with such force.  This is what healthy investors do. 


In your journey to develop healthy investment habits, please remember to monitor the markets direction on the day of your entry points, confirm with a solid volume surge to the upside, and follow your buy and sell rules strictly. 

Please remember to stick with your Investment business plan, be disciplined, monitor price and volume daily and make money. 
Happy and Healthy Investing, 
Steve Martin 

Founder 

www.fitstocks.com 
