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Figure 1: Jones Naughton Entertainment (OTC BB: [NNE) One day 5 minute chart, April 6, 1999
(from BigCharts.com). A classic “Pump & Dump.” Over 28 million shares traded, with only 9.8
million shares outstanding. The previous days close was at $0.14, and the stock went up and down over
100% in a few hours. The pump preceded a bland news release that was issued at 1:05 pm. The Raging
Bull © chat room had hundreds of posts that day, and by late morning people were guessing that it was

insider trading.

lated? The SEC is investigating this issue as |
write, but one thing you can do yourself is go
to one of the daytrader chat rooms where the
leader calls the stock picks and the traders jump
in, driving the price up, hoping to get out with
a profit before it swings down.**. Perhaps these
unregistered “advisors” are leveling the playing
field with the institutional investors, whose re-
search departments provide their traders with
plays based on news flashes, earnings reports,
technical and fundamental analysis. If you try
doing all that yourself while a stock is acrive,
the time it takes to get the information may
cost you points on a fast-moving stock. The
current SEC investigation deals with insider
selling during chat-room instigated price
boosts.

The big advance in trading this year has been
the development of many stock oriented
websites, so people can get huge amounts of
research done in minutes. Whar I've done for
myself is make a page with links to my favorite
stock analysis tools, so I can quickly find a ticker
symbol, fundamentals, short positions, news,
chat, charts, etc. You can make your own if you
write html, or copy mine. ©

There is always a stock market open some-
where in the world. Recently the exchanges have
been talking about expanding the trading hours.
Traders with programs like Rea/Tick ITI, con-
nected directly to services like Reuters’ fnustinet,
are trading before and after exchange hours ev-
ery day. Many brokerages already offer Instinet
trading service through the live broker, so it is
to be expected that the exchanges and broker-
ages will compete with the demand for longer

trading hours. Soon “daytrading” will be re-
placed by 24-hour a day trading. As trading
hours increase, we can expect the impact ve-
locity of global trading patterns to increase.
Stock prices move rapidly on greed and fear,

and tend to crash faster than they rise. In the
event of an international fear attack, or per-
haps from the effect of daytrader games like
pump & dump [Figure 1], the response in all
markets could be swift and exaggerared.

What happens when the daytraders hirt a
stock? Take a look at the chart for MBTI [Fig-
ure 2].

You can see what happened on December
29. With only 2.5 million shares in circulation,
about that many shares changed hands. The
stock shot up from an open of $2 to a high of
almost $14, and back down to $8, all berween
the issue of the news release at about 12:30 and
the close of trading at 4:00 .

It took until the beginning of March for
those who got stuck holding the overpriced
shares to get shaken out. Note the spike down
on April Fool’s day (the end of the chart). On
the daily chart it creates a classic “hammer” on
the candlestick chart,” which is a strong indi-
cator of the end of a down trend. Bur if you
look at the hourly chart (or even better, the 1-
minute chart), you will discover there was just
one trade of 1,000 shares at 3 5/16. All the other
trades at that time were between 3 15/16 and 4
[Figure 3]. Most likely, someone hit a wrong
button on their keyboard, and had intended to
sell at 3 15/16. MBTT is a “Bulletin Board”
(BB) stock, not on a regular exchange, and
many rules don’t apply (e.g., you can’t place
“stop loss” limits). On a listed stock, that 3 5/
16 trade would not have occurred. After that,
traders looking at their quote screen saw that
the “low” of the day was 3 5/16, and most
wouldn’t research beyond that. One can only
imagine the impact this had on trading deci-
sions that afternoon. Daytraders often play with

HETI Dai iy =

it
i '" h'['iunm’il | c

i L+
4 12
o

LWL | a
ul "'u"ﬂwulrw dtn,

U] s -

THpm s

Do 9%

Nillionx

Fib Har Ape

Figure 2: MBT International (OTC BB: MBTI), all data daily candlestick chart (from BigCharts.com),
to which I've added a trend line. Note the move to make a “double bottom” at 3_ in the beginning of

April, which usually signifies the end of a down trend.
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