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BIG BANKS STOCKS SURPRIZE - the rich get richer and the poor get poorer

(it's the natural order)...
originally published March 15th, 2016

As pointed out at the weekend, Big Money is bullish on the stock market, and the Little Guy is bearish. That
means that the stock market is going up, and the odd thing is that this polarization has increased as the
market has continued to recover, meaning that this rally has legs. See the latest COT chart for the S&P500
index below...

Although the market is looking short-term overbought. so we might see some reaction or consolidation
the Commercials are still heavily long and “have the market’s back™, so any reaction is likely to be
minor and present a buying opportunity for renewed advance. It is very unlikely that the Small Specs
who have a big short position now. will come out this unscathed. What is truly remarkable about the
current situation is that the Small Specs” short positions have expanded greatly as the market's
rally has continued. and in keeping with the old saying that “That many people can't be right” it
looks like the market is simply going to continue higher so that they end up being fleeced.
Certainly it is difficult to picture the Commercials coming out of this setup as the losers.

e imrart Somiarm: [O Large spec O Small Spec ® Commercial - Open Interest |

100000 [~ 260000

‘s&Psoo Index COT

BIG COMMERCIALA 220000
/ LONG POSITION
/ A (The Winners) |

80000 -

-60000 |-
- 400
-80000 | BIG SMALL SPEC
SHORT POSITION - 20000
(The Losers)

Speculators — Open
Short Bullish  Intrest
62,062 23 129,451
B1,325 26X 140,364
86,832 24X 142,533
89,463 26X 146,272
102,513 27 157,773

=== Large Speculators -—
Long Short Bullish
11,421 5,041 688
11,235 11,877 49%
11,432 48%
11,726 12,640 48%
14,144 9,900 SS%

02/09/16
02/16/16
02/23/16
03/01/16
03/08/16

BRBRY
2
3
g

Click on chart to popup a larger clearer version.

A subscriber kindly pointed out a good article by Gary Savage entitled It's Too Early to Short Stocks posted
yesterday. What Savage says makes a lot of sense and accords with what we have observed on the COTs.

Separately, I have been watching the big banks stocks with interest in recent weeks. They got slammed
early this year, but have stabilized and started to recover, and the interesting thing is that are all are
completing Head-and-Shoulders bottoms, as you will see on the charts presented below. An optimum time
to buy them would have been when they dipped into what is believed to be the Right Shoulder low of their
respective patterns several days back (with the exception of JPM). However they are still not far above these
lows and with the market set to open down this morning, they should be at good prices to buy this morning,
and more particularly to buy Call options for those who are interested in leveraging gains in these stocks,
whose performance is otherwise rather pedestrian. One big reason for looking at these stocks is that what
we are seeing here has major implications for the entire market, including the PM sector, which looks set to
be sidelined again. Here are the charts of the big bank stocks...
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BAC Bank Of America Corp. NYSE ® StockCharts.com
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Citigroup C, $42.67
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C Citigroup, Inc. NYSE @ StockCharts.com
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Goldman Sachs GS, $153.49
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GS Goldman Sachs Group, Inc. NYSE ® StockChartscom
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J P Morgan JPM, $59.12
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JPM JP. Morgan Chase & Co. NYSE @ StockChartscom
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End of update.

Posted at 6.45 am EST on 15th March 16.
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