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Because of the violence of bear reversals, shorting is often more difficult than taking long 
positions. 

There are some basic rules to follow to short trade: 

1. Shorting a new high is forbidden. There is a new high for a reason. Strength attracts 
strength. 

2. It is easier to short stocks that are below their 200MA or even better, when they reverse 
back up to their 200MA. 

3. When locating shorts, it is easier to find them in sectors that have a weak relative strength. 

When the 20DMF tells to short, my back-test has shown that the best sectors to short are the 
weakest in terms of 20 day price strength. 

At the close of September 1, the weakest sectors were the following: 

 



The strongest sectors were: 

 

 

 

The next step is to list all the stocks in the worst sectors (for example I took the seven worst 
sectors) and rank them by "Thrust" 

The "thrust" is defined as the level of TEV for the last trading day compared to the average of 
the absolute value of the TEV of the past 10 days.  

For example, TOL shows a thrust of -2.13. This means that TEV was negative yesterday and 
the force is 2.13 times higher than the average force of the past 10 days. 

Even if this concept of "thrust" works well for short trades, it works still better to buy oversold 
stocks when the market reverses from an oversold condition.  

 



 

 

Below is also a list of the 20 worst negative "thrusts". You will find here stocks that might be in 
trouble. 

Of course, you will need to look at these one by one and see why they might be shorted. 

My preferred way for shorting is either by buying an inverse ETF, or if it is an individual stock, 
by waiting for the stock to reverse back up into resistance after a first selling wave. 

 



 

 

 


