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F.I.T. STOCKS 

Finding High Quality Growth Stocks to Build Healthy Investment Habits. 
 

Market Update 

MARKET HEALTH:  Confirmed Rally, but Watching Carefully! 

The rally is seeing a little bit of pressure, so watch it closely.  In the last couple of weeks we have seen the Nasdaq and S&P show four distribution days.  A distribution day is any day the market indexes close down and the volume for that index rises above the previous day’s volume.  Several of these distribution days is good cause to set the warning flags up.  We have seen some HEFTY gains in many of our F.I.T. Stock selections so be prepared to protect your gains and cut your losses short.  It may be time to weed the garden, at this point we want to monitor those stocks that have increased in price on large volume.  MTL, STP, GSOL, TRAK and DSX are good examples of a few stocks that have shown they are superior.  Weed out the stocks that have risen on weak to moderate volume.  Over 80% of our F.I.T. Stocks have hit either their 10% or 20% profit targets.  As a healthy investor you should be following the strict rules of capturing a 10-20% profit target and minimizing any losses to our 7% stop loss rule.  This equation will always keep you in the investing game. 

Last week our assessment of the markets was right.  The Nasdaq had been traveling in an upward channel and had hit the top of that channel.  Below is last week’s commentary on the Nasdaq. 


As you can see from this chart of the Nasdaq, that since the middle of August we started a really nice up trend.  Towards the end of September the Nasdaq broke above the red line, which was the previous highs. We have been clearly trading within a upwards channel.  On Thursday, regardless of the news from JP Morgan, the Nasdaq hit the top of that channel and began to sell off.  In the next few weeks it would not surprise me to see the markets sell off a bit more and head down towards the bottom of their channels.  If this does occur, we would like to see it on lighter volume.  That being said, we are not predictors of the market, we are monitors of the market and we let the market decide what we should do with our investing. That is what healthy investors do. 

Let's now take a look at the Nasdaq as of Friday Oct 19, 2007. 
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The Nasdaq did sell off and has now hit the bottom of its upwards channel line.  Looking at the red volume bars inside the yellow rectangle at the bottom of the chart, we can clearly see the 4 distribution days that took place.  
What should we look for this week?  We would like to see the Nasdaq hold support at the bottom of the channel line and bounce back up towards the top of the channel.  If it does not hold that bottom channel line look for the Nasdaq to drop down to the previous support level of 2650 (indicated by the red horizontal line), which is right at the 50 day moving average line.  Monitor the markets closely this week for its price and volume changes.  Ideally we want to see that sell side volume dry up and the buy side volume start to swell and continue upwards.  More importantly, we are not predictors of what the market will do; we merely just follow the markets lead.  

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

	 
	 
	 
	 
	 
	 
	 
	 
	 

	LOOP
	10/14/2007
	21.89
	9%
	24.01
	22.33
	26.41
	28.81
	454,189

	PTNR
	9/30/2007
	17.14
	4%
	17.91
	16.66
	19.71
	21.51
	269,368

	ROLL
	10/14/2007
	39.16
	9%
	43.01
	40.01
	47.31
	51.61
	204,127

	TEX
	10/14/2007
	81.52
	11%
	91.31
	84.92
	100.44
	109.57
	1,672,850

	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 


Break outs from Oct. 14, 2007 

 

                                                                                 BUY  CURRENT 

	STP
	10/14/2007
	10/17/2007
	C/H
	43.67
	46.47
	6%

	 
	 
	 
	 
	 
	 
	 


Stocks Showing F.I.T. Formations   

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 3 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 * 
Stock: EnCana Corp.  

Symbol: ECA 

Fundamentals:  9.5 out of 10 
Industry:   Independent Oil & Gas                                        Group Rank: 59 
Technical Pattern: U Turn                                                    Avg. Volume: 2,574,270 

Pivot or Buy Point: $67.51 

Stop Loss: $62.79 or 7% 
Profit 1: $74.21 or 10% 
Profit 2: $80.96 or 20% 
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EnCana engages in the exploration, production, and marketing of natural gas, crude oil, and natural gas liquids.  ECA has built a wonderful 18 week U turn base pattern.  It is sitting just under its previous highs from early June.  Notice the nice upside volume swell it created in Sept. and Oct.  This stock looks ready to move and we will be waiting with a $67.51 buy point as it breaks above its previous highs. 

Stock: Intercontinental   Exchange, Inc 

Symbol: ICE 

Fundamentals:  9.5 out of 10 
Industry:   Business Services                         Group Rank:  B 

Technical Pattern: U Turn                             Avg. Volume: 2,445,120 

Pivot or Buy Point: $174.25 
Stop Loss: $162.06 or 7% 
Profit 1: $191.65 or 10% 
Profit 2: $209.05 or 20% 
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ICE owns and operates an internet based global electronic marketplace for trading in futures and over the counter commodities, and derivative financial products.  ICE is now in the 14th week of its base and in the middle of Sept. showed some nice upside volume.  Volume has been light the last three weeks.  It could be the quite before the storm.  Be wary however, ICE is a volatile stock with large price swings, so you have to have a good stomach for this one.  Look to get in at $174.25 on heavy volume. 

Stock:   Informatica Corp.  

Symbol: INFA 

Fundamentals:  9.7 out of 10 
Industry:   Business Software and Services                          Group Rank:  27 
Technical Pattern: U Turn                                                    Avg. Volume:  1,412,460 

Pivot or Buy Point: $17.31 

Stop Loss: $16.10 or 7% 
Profit 1: $19.04 or 10% 
Profit 2: $20.77 or 20% 
**3 Year Weekly Chart** 
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Informatica provides enterprise data integration software and services in the United States.  We had to expand out to a 3 year chart for this great pattern.  This stock has formed a huge U turn base pattern and is just under its old high from a little over a year and a half ago.  Some institution has been accumulating this stock as seen by the yellow rectangles.  Let’s hope some more accumulation starts to step in some more where we will be waiting to ride the next green wave at a buy point of $17.31. 
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. 

Let us take a look at Bolt Technology. 
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BTJ broke out of a base in early March and than nearly tripled in price.  At the beginning of July, as the market started its correction, so to did BTJ losing nearly 47% before bottoming out at the end of September.  47% is a little steep for a correction in a stock.  Normally you would not like to see more than a 35% correction.  Two weeks ago BTJ began the journey to building the right side of its base on solid volume. This is a healthy sign (yellow circles).  BTJ has also started to break above the 40 and 10 weekly averages.  At this point we do not know whether BTJ will reverse and go lower, reverse and go lower than bounce right back to form a double bottom pattern, continue on the path to building the right side of the base forming a U turn, or will BTJ build the right side of the base, stall out for a few weeks while it builds a handle, thus becoming a Cup with Handle pattern. 

One Week Later 
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BTJ has passed the F and the I part of the F.I.T. Plan.  Now we are waiting to see how the T for technical chart pattern works out.  In the chart above things were starting to take nice shape on the right hand side of the base.  Last week BTJ along with the rest of the market took a good hit.  As you can see from the yellow oval BTJ was strong for a while, almost reaching up to the $50.00 level.  By the end of the week BTJ had given up about half of those gains and in looking at the chart on above average sell side volume.  BTJ so far is a great example of why we must be patient in our Buy Points.  The chart must tell us that BTJ is proving it is worthy of the F.I.T. label and we want all of the pieces to be in place before we go to the market.  

Once we have the F and I in our F.I.T. Plan we then wait for the T or Technicals to confirm the story.  They say a picture is worth a thousand words and in healthy investing it truly is. 

 

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 
