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Topics	Today	
•  Markets	

–  Recent	Market	Actions	
–  What	to	Expect	Next	

•  Trade	War	Impact	
•  Fed	Policy	Changes	
	

•  Analysis	of	Stocks/ETFs	
Picks	by	Members	
–  Rationale	for	Pick	
–  Analysis		
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The 
March 
Bear  



S&P	500	– Back	to	Nov	Levels	

Feb	2019	 Market	Review	 3	



Drawdowns	of	Major	Indexes	
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SP500	Daily	with	Ribbons	
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Price	Crosses		50	ma	
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50	crosses	200	ma	



What’s	Next	–	Bullish?	

Feb	2019	

Analysis	by	Chris	Ciovacco,	Ciovacco	Capital	Management			

COMPARE	CURRENT	WITH	
PAST	BULLISH	CASES	
	
								Similar	or	Not?	
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All	Major	Indexes	Up	for	Last	8	Weeks	
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Dow	Up	for	9	Weeks	
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Bonds	Didn’t	Drop	in	Dec	
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10	Year	

Pimco	BOND	ETF	 30	Year	

US	Dollar	



Equal	Wt	ETFs	Doing	Better	Than	Cap	Wt	
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Eq	Weighted		 	Cap	Weighted	
QQQE 	 	QQQ	
RSP 	 	 	SPY	
EWSC 	 	SLY	
EQWM 	 	PXMV	



SP500	Rally	has	Broad	Support	
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RASI	=	NYSE	Ratio	Adjusted	Summation	Index	 			
				based	on	MCO	of	Advances	and	Declines	
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Summation	Index	At	Rare	High	
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10	year	chart	
SumIndex	above	
1340	only	4	times		



S&P	500		%Bullish	Major	1	Month	Recovery	
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FANG	Stocks	Holding	Back	S&P	Recovery	
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Comparison	of	Asset	Classes	
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REIT	ETF	–	Showing	Strength	

Feb	2019	 Market	Review	 18	



Comparison	of	World	Market	Performance	

Feb	2019	 Market	Review	 19	



Winners	&	Losers	(year	to	date)	
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Currency,	Inflation	and	Interest	Rates	
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Currencies	are	driven	by	the	relationship	between	
global	interest	rates.	The	10-Year	Treasury	yield	
remains	higher	than	other	developed-country	yields.	
The	rising	dollar	has	a	negative	influence	on	the	U.S.	
market,	especially	large	cap	multinationals	as	business	
overseas	is	more	expensive.			
	
Ed	Yardeni	in	the	2/9	Barron's	stated	that	he	has	never	
found	that	supply-versus-demand	analysis	helped	
much	in	forecasting	bond	yields.		It's	always	been	
about	actual	inflation,	expected	inflation,	and	how	the	
Fed	was	likely	to	respond	to	both.	
	
Using	the	CRB	Commodities	Index,	a	measure	of	
inflation,	that	does	not	seem	to	be	a	near	term	issue.		
(This	index	is	an	un-weighted	geometric	average	of	
prices	across	17	commodities	including	energy,	grains,	
industrials,	livestock,	precious	metals,	and	
agriculturals)		
 
	
	



Dollar	in	in	Trading	Range	
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30	Year	Treasury	Prices	Topped		

Feb	2019	

Uptrend	as	Investors	seek	safety	from	
equities	market.	
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Treasury	Yields	&	Spreads	
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10	yr	crossed	3.2	this	week	

Inversion	of	2yr	and	5yr	on	Friday	
Cause	turmoil	in	markets	
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Recent	History	of	Fed’s	Intervention	
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The	market	had	done	well	since	QE3.	The	10-
year	Treasury	rates	moved	down	as	the	
Fed	raised	the	Federal	Funds	Rate	in	Dec	2015.		

There	have	been	nine	1/4	point	rate	
increases	(last	one	in	Dec		2018.		



Economic	Issues	and	a	New	Fed	Policy	
•  Stocks	and	bonds	are	rising	on	bets	that	the	Federal	Reserve	has	ended	its	

nearly	four-year	campaign	of	interest-rate	increases.	
•  Some	Investors	and	traders	have	concluded	that	the	central	bank	hasn’t	just	

paused	its	rate	increases,	but	finished	them	altogether.	
•  Did	the	Fed	respond	to	the	markets	or	respond	to	Trump?	How	this	will	be	

perceived	in	the	future,	in	the	next	bout	of	volatility	(and	Trump	tweets).	
•  U.S.-China	tariffs	-		if	the	market	uncertainty	continues	for	some	time,	leaders	

in	the	U.S.	and	China	may	be	forced	to	reach	a	détente,	or	a	stopgap	
resolution,	in	the	trade	war	(and	underlying	IP)	disagreement.	

New	Policy	
•  Now	the	Fed	is	being	"patient"	about	future	rate	hikes.	The	Fed	has	been	

continuously	reducing	their	inventory	of	bonds,	which	is	quantitative	
tightening.		

•  Fed	dropped	a	reference	to	future	rate	increases;	‘it	seems	frankly	
optimistic	to	expect	nothing	from	the	Fed	in	the	next	12	months’	
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The	New	Fed	“Policy”	
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Top	20	ETFs	(ranked	by	ETFReplay.com)	
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ETF	Performance	Summary	
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U.S. stocks had their best January performance since 1987, but ETF 
investors didn’t chase the rally.  
 
They pulled $2.2 billion from U.S.-listed ETFs, the first January 
outflow since 2015. 
 
It was a far cry from January 2018, when stocks also surged and 
investors plowed an eye-popping $68.1 billion into ETFs, the most 
ever for a single month. 
 
As the latest data show, markets and flows aren’t always correlated.  
 
Indeed, back in December, when stocks were falling precipitously, 
investors added nearly $50 billion to ETFs, taking advantage of 
cheaper share prices. 
In other words, investors bought aggressively at the market low and 
sold as the market spiked higher.	



ETF	Fund	Flows	
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Reviewing	Your	Investment	Objectives	

•  Choosing	a	Minimum	Acceptable	Return	to	Meet	Needs	
–  Tie	into	Financial	Plan,	Asset	Allocations,	Existing	Portfolios	

•  Investment	Period		
–  Long	Term	(10	years	or	more)	
–  Short	Term	(under	one	year)		

•  Returns	vs	Risk	Tolerance	
–  How	comfortable	are	you	with	price	swings?	
–  Higher	Returns	have	higher	risks	
–  How	much	time	will	you	spend	managing	the	investment	
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Stocks	–	Picking	Winners	
Some	Ideas	

•  Pick	Stocks	to	Beat	the	Market	
–  Compare	buying	a	stock	to	buying	a	car	-	Price,	Value,	Quality	
–  It	takes	research	and	study	-	lots	of	others	do	it	full	time,	not	easy	

•  Price	Evaluation	
–  Technical	Analysis		

•  Look	at	Trends,	Price	Patterns/Seasonal	Cycles	

•  Value	-	Is	It	on	Sale?		
–  Is	Price	above	its	long	term	trend?	

•  Price	vs	Earnings	(P/E)	Ratio	higher	for	Growth	stocks	
•  Price	to	Book	Value	Ratio	–	high	3.8,	mid	2.8,	low	1.9	

•  Quality	
–  Does	Company	have	Good	Financial	Performance	History	

•  Credit	Rating	Above	BBB	
•  Long	Term	Debt	less	that	Total	Capitalization	
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My	Screen	for	Stock	to	Analyze	
•  Performance	Criteria:	Highest	UPI	(Ulcer	Performance	Index)	in	a	set	of	

watchlists	
–  This	picks	the	highest	Risk	Adjusted	Return	over	5	year	period.	

•  Quality	Criteria:		Select	Stocks	that	Have	a	BBB	credit	rating	or	better	
and	Long	Term	Debt/Capital	is	not	greater	than	1.0	

•  Value	Criteria:			Pick	Stocks	that	have	a	P/E	of	30	or	under	and	above		3.	
	
Note:	
The	Ulcer	Index	is	a	measure	of	volatility,	but	only	volatility	in	the	downward	
direction,	i.e.	the	amount	of	drawdown	or	retracement	occurring	over	a	period.		
The	Ulcer	Performance	Index	(UPI),	or	Martin	Ratio,	is	simply	total	return	less	
the	risk-free	return	divided	by	the	Ulcer	Index.	
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