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It's earnings season (again), as Alcoa (AA) got the party started last night by issuing the inaugural report of the season. With its numbers coming in
better-than-expected, there is a sense of hope on Wall Street that there is money to be made in this market.

With the onslaught of reports set to arrive in earnest during the coming weeks, it's important to tune out the noise, broaden your focus and take a
look beyond individual stocks to the strongest and weakest sectors.

Today well take alook at the recent performance of four sectors and examine how you can generate your own "seasons of earnings' in sectors ...
oftentimes more frequently than every quarter!

Inan article | wrote at the end of April, "2 Sectors Poised to Provide Serious Trading Profits,"
we took alook at the NY SE Bullish Percent Index charts for the steel-and-iron and restaurant sectors. They were in overbought territory and we
were anticipating afall.

We revisited these sectors again in mid-May in "'Steel' Y ourself Against Becoming Bear Food."
Back then, the steel-and-iron sector did a head fake and moved back up. Our stop-losses would have done their job and gotten us out of the trade
with just a scratch.

WEell, on June 22, Sector Hunter
put in a70% Sell Signal in the steel-and-iron sector, followed by the same signal in the restaurant sector on June 26. Below is Tuesday's Industry
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have been stopped out, similar to the one in early 2004.

But it was too good to be true; the sector couldn't sustain its overbought status and reversed again
on June 11 to start its downward tumble. If you got stopped out and waited for the second reversal below 80%, you would have turned a quick
profit.

Since the June 26 Sector Hunter
alert, the sector has continued to move down and can still be aviable play. Notice the next three support levels, asindicated by the green lines on
the above chart. We could easily see amove to 52% or lower before any turnaround in the trend, based on this sector's history.

Whether you're a stock trader shorting Burger King (BKC) or Sonic (SONC), or you're buying put options on the PowerShares L eisure
& Entertainment Holdings ETF (PEJ), this sector could earn you a decent return in the near term. (Please note that these are not recommendations,
but smply examples to illustrate the many ways to play the restaurant sector.)

'Steel' Away I nto the Night

Although | did not personally make a restaurant sector play, | didtake positions in the steel-and-iron sector recently. Here's why:

The sector turned around from the circled "O" (pointed to by the arrow on the right) and rose to 95.45%. Then some companies put in point-and-
figure sell signals, and it again dove to 83.33%. Anacther turn and it surpassed its previous high, reaching a whopping 95.83%.

For perspective, the previous high for the last 10 years was late December 2003, at 89.19%. So the sector was incredibly overbought.
In my eyes, it had nowhere to go but down. | waited, however, for the turn -- knowing that a sector can stay overbought for avery long time.

So, | decided to do an experiment. In my trading account, | shorted United States Steel (X) -- a security with which I'm pretty familiar and, as such,
I've had great success with trading it in the past. In my IRA, | bought put options on United States Stedl.

After my positions were entered, the sector continued downward.

Now, as you see above, there was a brief interlude where the sector traded up again, in asimilar fashion asit did in 2008 (the large circled areajust
left-of -center). It rose again to alevel of previous resistance and reversed. But look at what happened last time it rose to this level!

Given this sector's history (alwaysan important consideration), | wasn't too worried by this toying with the previous top.
As of today, the shorted stock (purchased on the 23rd) is up 14.8%. The put options (purchased on the 24th) are up 35.92%.

Who says using options are riskier than trading the underlying securities? Not me!
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