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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 A CORRECTION! 

All of you should have received an e-mail on Thursday, Nov. 8, signifying this market was in trouble.  The markets can only sustain so much distribution before the masses catch on and people begin to panic.  At this point you were warned and should be strictly in cash until the markets let us know we are ready for our next move back up.  At F.I.T. Stocks we cannot stress enough the importance of knowing when to cut all of your losses short and capture your profits when the market starts to turn over.  Investing and buying into a stock is the easiest part of investing, but fully understanding and following the discipline necessary to SELL a particular stock is a whole different ball game.  This is why in each newsletter we give you strict guidelines to follow.  F.I.T. Stocks has an automatic 7% exit strategy.  If anyone of our stocks breaks below 7% of our buy point, we are out of that stock.  NO QUESTIONS ASKED!  If a stock we buy is going our way, than we will set the 10-20% profit targets.  The 10 or 20% is more dictated on your personal investment style.  What we do want to do everyday, once we have purchased a stock, is to monitor its daily price movement.  If the stock is acting HEALTHY, showing strong upside volume and weak downside volume, then we want to stay in that stock for as long as possible so we can capture the most amount of profit. 
Let us now take a look at the Index's to see how the story unfolded last week. 
 

THE S&P - 6 month chart 


 

The S&P, for the previous 2 weeks was finding nice support at the 1500 level. On Monday, Nov. 5 the S&P had closed below its 50 day moving average.  Tuesday, the index closed above the 50 day and it looked like things were looking up.  One thing to notice is that when an upper trend line is broken, that support level will now become the resistance level.  On Tuesday, that is exactly what happened.  The S&P tried to bounce back into it's upwards trend line, met its new resistance line and immediately retreated.  By Wednesday things were looking bad, as the the S&P shot down through its 200 day moving average.  The culprit for this move was more and more bad news about the credit crunch.  

The Nasdaq, which appeared to be holding up stronger than the other index's, finally succumbed to the pressure of the other market index's.  

NASDAQ 6 month Chart. 
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The Nasdaq, unlike the DOW and S&P, was holding up nicely under the credit woes pressure.  As you can see, as of Tuesday, Nov. 6, it was still holding it's upwards trend line nicely.  However, by Wednesday, Nov. 7, the Nasdaq broke this upwards trend line and never looked back.  Crashing through its 50 day moving average and heading all the way down to its 200 day moving average in 4 days.  Many of the leading stocks in the Nasdaq, such as RIMM, AAPL, GOOG, and BIDU all started to tumble hard on huge volume.  Another weak sign.  What is clear to see on the Nasdaq chart, is the amount of distribution days that were showing up.  A distribution day, remember, is a day in which the selling volume is higher than the previous days volume.  5-6 heavy distribution days with in a 2 week period is usually enough to stop any rally and begin a correction.  Take a look at all of the distribution days that occurred over the past several weeks (yellow rectangles) and it is clear that institutions were dumping stocks and that the markets were showing signs of being sick. 


This is an important fact to remember: as an individual investor, who practices healthy investment habits, we have a distinct advantage over the big institutions.  We can get in and out of positions in a hurry.  Think of yourself as a little speed boat having to turn quickly, and the Big Institutions as a big barge, which needs to take a slow wide turn.  We can pick up on their buying and selling through the daily monitoring of the charts.  Institutions carry large positions and it will take them sometimes several weeks to months to get into or out of those positions.  When we monitor the daily price and volume changes of the markets and individual stocks we learn to recognize when the Big Money is buying and when they are selling.  Only we can do it much FASTER! 
What do we do for next week?  Be patient!  Now that we are in the beginning of a correction, we must wait for the markets to prove themselves to us.  We will look for a reversal day in the markets for our first positive sign.  Then we will patiently wait for confirmation that the markets want to begin rallying again.  This usually will be seen 4-13 days after the reversal and on much stronger volume than the previous day's volume.  Be ready for this day, as once a new rally is confirmed, some of your best profits will be made as the new leaders of the stock market emerge. 


CURRENTLY:  You should either be in CASH or closely monitoring those stocks that you have a great profit cushion on.  When I say great I mean over a 50% profit.  Now it is time to practice patience.  Spend 20 minutes a day looking at the market close, review the 4 Chart patterns and how you recognize them, see if you can spot new trends and leading industries out there, see if you can monitor which stocks are holding up well during the correction, and build a nice growth stock watch list.  We want to be ready to pounce when the markets turn to their new rally. 


IMPORTANT:  As Healthy Investors it would not be prudent to recommend any F.I.T. Stocks at this time as the market is fresh into entering a correction.  Most stocks, 75%, will follow the path of the markets. When you try to buy stocks in a down market you are only asking for trouble.  STAY DISCIPLINED and REMAIN A HEALTHY INVESTOR! 

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. 
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Break outs from Oct. 28, 2007 

                                                                                 BUY  CURRENT 

	
	
	
	
	
	
	 

	
	 
	 
	
	
	 
	

	 
	 
	
	
	
	 
	

	 
	 
	 
	
	
	
	 


 

Stocks Showing F.I.T. Formations   

 

NO F.I.T. STOCKS FOR THIS WEEK! MARKET IN CORRECTION! 

IMPORTANT REMINDER: 

Please remember as healthy investors we always want to make sure the market is on our side.  The strategy is simple, when the market is trending up we are buyers, when it is trending down we are sellers or holders.  75% of all stocks follow the lead of the market.  So as healthy investors, please always confirm the direction of the market.  We want to flow with the current, not fight against it. 

This week we have 0 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:   

Symbol:                                                                         EARNINGS DUE: 

Fundamentals:                                                   Group Rank:  

Industry:  

Technical Pattern:                                                   Avg. Volume:  

Pivot or Buy Point: $ 

Stop Loss: $ or 7% 
Profit 1: $ or 10% 
Profit 2: $ or 20% 
 

Stock:  

Symbol:  

Fundamentals:   out of 10                                                EARNINGS DUE:  
Industry:                               Group Rank:   

Technical Pattern:                                     Avg. Volume:  

Pivot or Buy Point: $ 
Stop Loss: $ or 7% 
Profit 1: $ or 10% 
Profit 2: $ or 20% 
 

Stock:    

Symbol:  

Fundamentals:   out of 10                                                EARNINGS DUE:  
Industry:                              Group Rank:   
Technical Pattern:                                                     Avg. Volume:   

Pivot or Buy Point: $ 

Stop Loss: $ or 7% 
Profit 1: $ or 10% 
Profit 2: $ or 20% 
 

F.I.T. Stocks still Flexing some Muscle 

This week and for the next few weeks we decided to follow a high quality stock in the base building process.  We have looked at the Fundamentals, the Industry is strong, but the Technical chart pattern has not yet developed. 





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, 
Fitstocks.com 
