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Is This The Last Bull Hurrah For A Generation? —Mike
Swanson (06/01/2014)

A few weeks ago I went to
the Las Vegas Money show.
It’s the biggest annual con-
ference for stock market in-
vestors in the world. There
TREND ALERT — were a few thousand people

WATCH FOR BROAD there and “big name” speakers.
US STOCKMARKET Some of the regular CNBC talk-

ing heads were there. Just
RALLY TO MAKE CLI- about everyone there was bull-
MATIC END. ish on the stock market.

I talked to people walk-
ing around just to get a feel
for what people were thinking

now and all but one of them
was bullish on the market. They seemed to be there

looking for new investment ideas and very hungry for
stock picks and trading programs to play. People

K went to the booths to stuff their bags full of 1lit-

erature in hopes of discovering the next wonder
stock.

Almost everyone at this conference was over
sixty years old. I may have been the youngest per-
son there. Very few people younger than me are in
the stock market at all. Most young people simply
do not have the money to invest in the market. Many
of them don’t even have jobs and if they do they are
saddled with massive debt in student loans. A lot
of people got out of the stock market in 2008 and in
the years that followed. Statistics show that a lot




of individual investors took money out of the market and moved it into
CD’s and bonds after the 2008 crash. It was only really last year that
the money flows among the masses started to go back into stocks. It took
the market going up for several years to make them believe in it again and
forget the crash of 2008 and the Internet bust of 2000.

This bull market has been going on now for five years. The stock
market crashed in 2008, but since 2009 has been rising. Now the S&P 500
is at new all-time highs and is at a high wvaluation, with a cyclically ad-
justed P/E of 25.89. That’s a high level. In the whole history of the US
stock market the median CAPE ratio has been 15.92. So you can consider a
CAPE ratio of 25.89 as making the stock market 62% overvalued by its his-
torical norm.

Investment adviser Mebane Faber has done a study of CAPE valuations
and market returns for not just the United States, but all world markets
and what type of return you can expect five years out from various levels.
You can see the result below. At this CAPE ratio if you invest now you
can expect to lose money over the next five years. Perhaps a lot of
money.

But valuations do not matter to people. All that matters to people
is what the stock market has done over the past twelve months. So in 2008
they sold out, because the stock market fell the previous twelve months.
People are selling out of gold and gold stocks right now too because they
dropped in 2012 and 2013 and have been going sideways ever since. They
have lost their patience with them. And the people at The Money Show
seemed to be feeling good about their investments and very confident that
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they would be able to make even more from the stock market going forward.
None of them cared about valuations at all. They at least didn’t mention
it. One fella told me that a lot of innovation was happening on the
internet and in energy. Another guy told me that Janet Yellen was great
for the market and the Fed has proven that it could manage the market.
“Don’t bet against the Fed,” he said. He also said Obama has been a great
President and has been able to make the market go up for everyone and you
can’t argue with that. He believes in his leaders. I didn’t ask him, but
I’d assume he likes NSA spy programs too.

I think it’s fair to assume that these people lost a lot of money on
paper in 2008 and in 2000. They were all old enough to have been in the
market that long. Most of them probably first got into the stock market
in the mid-1990’s, because the statistics also show that very few individ-
ual investors were in the market during the 1980’s. Most of the baby
boomers didn’t start to put money into the stock market until the 1990’s.

Things have not been straight up for them. They got smashed in 2000
and in 2008, but after those bear markets the stock market recovered
fairly quickly. So now five years later into this bull market everyone
has forgotten about the pain they felt in 2008. They have forgiven the
Wall Street banks for their mistakes and have fallen back in love with the
CNBC talking heads. The masses have forgotten how wrong they were in 2008
on the way down into the collapse, but don’t not care, because the CNBC
bubbleheads are telling them what they want to hear now. They are telling
them to believe in the market and they will get rich. It’s what they want
to hear. To the masses 2008 was just a bad nightmare they once had that
is now gone from their mind completely forgotten.

People are now excited to hold on to the stocks they have thinking
they will go up more for them or fearful of missing out and therefore
feeling a need to buy more. People are very hungry for picks and trading
ideas. They want to be a part of this market. Last week’s Investors In-
telligence survey shows that now over 57.2% of respondents are bullish.
At the stock market top in 2007 this level reached 60%. It did that this
past January too. Sixty-percent is a rare level. Before 2007 the only
other time it go that high was right before the 1987 stock market crash.
So from a contrarian standpoint everyone is bullish and they are getting
so bullish that it is frightening. The masses have formed themselves into
a dangerous stock market herd.

That said I do think the stock market can go up for another few weeks
here at least. This rally is likely to continue on. Maybe it will end in
July or August. But this rally is mesmerizing people and drawing them
into the game. People want to make money on this rally. They want picks.
If you are looking for a trade you might want to check out the SMH ETF
which trades the semiconductor sector. It includes stocks like INTC.
Technology stocks as a whole and the SMH had a rough tumble in April and
were among the worst sectors in the whole market that month. However,
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current resistance at 46.50 I’'d ex-
pect it to rally up with the rest of
the stock market for a few weeks.
It’s a way to chase the rally and the am

momentum, but a trade like this must zzwt |

be treated as a trade and not as some ™p Lt > il 1|
sort of investment to hold. 1It’s a Dee 20 Fee Mar A May
hit and run move. You play for a rally and a pop and take your profits
and run.

You see txhis is not a good stock market anymore to buy and hold and
invest in. ©No bull market lasts forever. Most of them Jjust last a few
years. The last time the stock market went up for five years was in 2007.
The next year it crashed. The best time to buy is in the months following
a bear market and not years after the start of a bull market. That means
that the places to invest in now are in gold and commodities, but no one
wants to do that, because TV says it’s too dangerous and you need to be in
stocks and everyone is bullish on them. People want to do what everyone
else is doing and believe what TV tells them to believe. That is what
makes the masses the masses.

One of the things I wondered
though when walking around The Money
Show is the possibility that this
might in fact be the last bull market !
hurrah for a generation. The people
there are not going to live forever.
A huge segment of their generation
got out of stocks for good in the
last bear market. The people at the
money show are the baby boomer gen-
eration, born from 1945 to 1964, that
are still left in the market. They
are the true believers in the market.
The stock market rally has made them
believe they are invincible.

Who are the baby boomers? Ac-
cording to Wikipedia, they are
“associated with a rejection or re-
definition of traditional values;
however, many commentators have dis-
puted the extent of that rejection,
noting the widespread continuity of
values with older and younger genera-




tions. In Europe and North America boomers are widely associated with
privilege, as many grew up in a time of widespread government subsidies in
post-war housing and education, and increasing affluence. As a group,
they were the wealthiest, most active, and most physically fit generation
up to that time, and amongst the first to grow up genuinely expecting the
world to improve with time. They were also the generation that received
peak levels of income, therefore they could reap the benefits of abundant
levels of food, apparel, retirement programs, and sometimes even "midlife
crisis" products.”

They are the age segment of the population with the most money in the
stock market. Those of them in the stock market were able to hold and
weather the storm in 2000 and 2008. They saw the Federal Reserve take ac-
tion and print money to make the market go up. Two times they had big pa-
per losses that quickly disappeared a year or two later. They have been
trained by their experiences in the market over the past fifteen years to
know that markets can drop, but to also believe that if they do drop the
Federal Reserve will make them go back up and make them whole. So they
really feel like they have no reason to sell now. If the market drops
they might feel pain, but they believe it will go away.

The biggest thing that has trained people to believe in the market
isn’t necessarily that the stock market has gone up for five years now,
but that it quickly recovered after the bear markets of 2000 and 2008.
Once those bear markets ended a new bull market started within just a few
months. The V bottoms made it so people quickly forgot the pain they felt
from the bear attacks.

That doesn’t always happen after a bear market. Stage one bases can
go on for a year or more. That is what happened in Ireland after it’s
last bear market. That is what is happening in gold and mining stocks
right now. They bottomed almost a year ago, but have been stuck in a
stage one base ever since. In long drawn out stage one bases people get
more and more negative and disgusted as they go on and sell. By their end
there is hardly anyone left in them at all and no one wants to listen to
the idea of buying or investing there.
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One day another bear market is
going to strike the US stock market
and every day that goes by brings

that day of reckoning closer to real- £ ' ! J‘_w - E
ity. I believe that bear market : ¥ 5 jﬂ[ll
could be very different than the last N . U \ s

two we saw. After the last two bear
markets the stage one base that fol-

lowing did not last very long. Next *© B s * How inflation
time it could last a year or more 1\ Sl is destroying the

y | AN stock market
just like it has done with mining 1 . R s

stocks and gold. And if the bear
market is associated with high infla-
tion, which I think is probable it
could be a very long-time before peo-
ple actually make the wealth they
lose from the bear and inflation
back. That would cause many people
to give up forever on stocks. It
would also make it so that this cur-
rent bull market could represent the
last bull hurrah for the baby boomer
generation in the stock market. This
could be their last moment of stock
market euphoria.

In August 1979 BusinessWeek had a famous cover with the title “The
Death of Equities.” The cover represented the bearish sentiment in the
market at the time. It took another decade for the masses to get confi-
dent about stocks again.

I believe the next bear market when it plays out will do the same
thing to people. I do not think they will get the V bottom recovery they
have come to expect. A longer bear market or much more drawn out stage
one base is more likely. The reason why is that in the last two bear mar-
kets the Federal Reserve rapidly lowered interest rates to slow them down
and create another bull market. Interest rates are already at zero so
they won’t be able to lower them again like they did last time. All they
have left is to print more money again like they have done with their QE
program. But if they do that inflation will explode and as I pointed in
the last April monthly newsletter inflation booms do not create stock mar-
ket wealth for people. So this will make the next bear market much dif-
ferent than the last two for people. This is the last bull stock market
play for a generation. Most will avoid bull markets outside the US or in
commodities so this is it for them.

When I was at the Money Show I saw Ken Fisher speak. He is a guru
for the bulls and one of their most important leaders. One of the things



he said was that he was in his 60’s.
He said he thought the bull market

was going to go on. He suggested it
could go one for years more, but he
also gave me the impression that he
knew this was his last one for him.

Perhaps he is thinking of retirement
or other life ventures. He seemed to

be thinking ahead.

Were the people listening to
him? I don’t think so. I think most
of them were only focused on the cur-
rent bull market.
month is all that matters to most
people. People do not look at big
cycles or big turning points as deci-
sion moments.

The move of the

What you need to do is simple in
my opinion. You need to realize that
this is no longer a stock market that
provides a good investment entry
point. 1It’s now a market for trades
and traders. It’s good for short-
term profits and that’s it. It’s too
late in the game to make investments
to buy and hold and it’s time to be
careful.

If you want to invest now you
need to look outside the US stock
market. You have to look overseas at
markets with cheap valuations that
are either late in a stage one base
or early in a stage two bull market.

Argentina and Russia are two that meet those two criteria.

course gold, commodities,

Gold stocks have been moving down in the past few
text of being still in a stage one base.

that base.

a new bull market.
tion and
the next
focusing on that.
may take

probably in July.

Once this current move ends I believe they
up to the top of their base and most likely will break

few weeks will turn into a great time to buy mining stocks.
And I'm also watching the US stock market carefully and
hedges against it when I think its current rally has ended,
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And so does of

and metals and mining stocks.

weeks in the con-
They are now near the low end of
will simply go back

through it to start

They appear to me to likely end their current correc-
turn up much like they did in December.

If I'm right that means
I'm



Disclaimer

WallStreetWindow.com is owned by Timingwallstreet, Inc of which Michael
Swanson is President and sole shareholder. Both Swanson and employees and
associates of Timingwallstreet, Inc. may have a stock trading position in securi-
ties which are mentioned on any of the websites or commentaries published by
TimingWallStreet or any of its services and may sell or close such positions at
any moment and without warning. Under no circumstances should the informa-
tion received from TimingWallStreet represent a recommendation to buy, sell,
or hold any security. TimingWallStreet contains the opinions of Swanson and
and other financial writers and commentators. Neither Swanson, nor Timing-
Wallstreet, Inc. provide individual investment advice and will not advise you
personally concerning the nature, potential, value, or of any particular stock or
investment strategy. To the extent that any of the information contained on any
TimingWallStreet publications may be deemed investment advice, such infor-
mation is impersonal and not tailored to the investment and stock trading
needs of any specific person. Past results of TimingWallStreet, Michael Swan-
son or other financial authors are not necessarily indicative of future perform-

ance.

TimingWallStreet does not represent the accuracy nor does it warranty the ac-
curacy, completeness or timeliness of the statements published on its web
sites, its email alerts, podcats, or other media. The information provided should
therefore be used as a basis for continued, independent research into a secu-
rity referenced on TimingWallStreet so that the reader forms his or her own
opinion regarding any investment in a security published on any TimingWall-
Street of media outlets or services. The reader therefore agrees that he or she
alone bears complete responsibility for their own stock trading, investment re-
search and decisions. We are not and do not represent ourselves to be a regis-
tered investment adviser or advisory firm or company. You should consult a
qualified financial advisor or stock broker before making any investment deci-
sion and to help you evaluate any information you may receive from TimingWall-

street.

Consequently, the reader understands and agrees that by using any of Timing-
WallStreet services, either directly or indirectly, TimingWallStreet, Inc. shall not
be liable to anyone for any loss, injury or damage resulting from the use of or
information attained from TimingWallStreet.




