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When Do You Buy Stocks? —Mike Swanson (11/10/13)

When do you buy stocks? “When I think they will go up!,” you proba-
bly say. Yep. But when is that? For most people the answer is when TV
tells them they are going up. Or when they see them go up for awhile and
then they get convinced that they are going to go up more. In the end
most people chase stocks and get trapped buying near a top. They buy AF-
TER rallies occur. 1In reality the best time to buy stocks is after a cor-
rection plays out. A dip back down brings prices down to a temporary low
that makes for a great buy point. But to do something like that means
having an understanding of market trends and to be able to identify them.

Most people don’t know anything at all when it comes to investing.
There are two important trends you need to be aware of. You need to know
the long-term trend of the market and the short-term trend. Simply put
are you in a bear market or a bull market?

That’s where stage analysis comes in. Take a look at the picture on
this page. The moving average there is the 150 and 200-day moving aver-
age. The US stock market has been in a four year long bull market now
even since 2009. Most of the markets in Europe are in a one year bull
market. The stock market in Argentina just started a new bull market by
breaking out of a stage one base a few months ago. That means going for-
ward there is more upside in the Argentina stock market and European mar-
kets than there is in the S&P 500,
although you WILL NEVER hear that on
CNBC. Gold and commodities began a

vicious bear market in 2011 that
came to an end this past summer.

Now they are in a stage one base
that precedes a new bull market. To
complete this basing phase the HUI
gold stock index needs to go through
the 280-290 resistance level. Then
it will be off to the races for
years, until it does that though it
is going to continue to go up and




SHUI Gold Bugs Index - NYSE Arca INDX @ StockCharts.c
down to make peOple nervous and shake 8:Now2013  Open225.20 High220.95 Low 221.55 Close 220.32 Chg+1.35;+oa.lsgs%?f

, , W FHUI (Daily) 229,32 526

them out. 1In the past mining stocks :m?@g; it a0
' ' = MAZ00] 277,93
have had a habit of making a bear el urdsf

market bottom and then immediately |
taking off into a new bull market.
This is unusual for most markets to
do, but not so much for mining stocks
as they are so volatile.

STAGE ONE BASING PHASE | w

This time they are doing what

' AWM A 5 0N 13 F M A wM J U A 5 0O N
most markets do and going through the

SEA Guggenheim Shipping ETF NvsE @ StockCharts.com

1 8-How-20132 Op 19.42 Hi 19582 Lo 19.49 Cl 19.81 Vol 17.1K Chg +0.28 (+1.41%) =

stage one basing phase. It happens mﬁ??ﬂnﬁm i ° o g +0.28 (+1.41%)
' ' ' ' —MA[SD]) 19.74
in individual stock sectors too. We A 1o2s
dnohime 17,121

205
=" 200
195
120
185

saw shipping stocks for instance do

this last year. This time a year ago l{ STAGE ON BASE FOR 180
| h SHIPPING STOCKS CLEAR

they fell down a bit in a false IV [, [WHEN SEA RALLIED e

THROUGH 16 Lalf 7.0

breakdown one last time and then took ! \\ ( 1 ' 155

off into a new bull market. It looks  #x = 10

15.8

to me at this point that we will see

15.0

the HUI make a move back up to its ok || 145
recent highs before this year is over A M U J A SO N D13 F MAMLUIIASOH
| ARGT Global ¥ FTSE Argerting 20 ETF NvsE @ StockCharts.com
and brea kOUt lnto a new bu l l mar ke t S-N.o\r-?D1?? i op 1Q.5r298Hil1n§.B1 Lo 19.50 Cl19.55 Vol 2,196 Chg-0.10 (-0.51%)

W ARGT (Draily) 19,58 220

next year. — A5 2002 s

—Mal 150 18,29

—Mz00] 1513 ARGT - ARGENTINA ETF 210

) lhalume 2,136 CLEAR STAGE ONE BASE 205

That means going forward over % WITH 18.50 RESISTANCE 200

) AND IS HOW IN A NEW BULL 105

the next few years I believe we’ll a0

18.8
8.0

see the most gains in order coming
from mining stocks and commodities,

175

20000 7.0

Argentina, Europe, and then lastly in
the S&P 500 and the US stock market.

This performance trend in regards to e I et 1 bl T IR
A M .J ‘J AIMIS .D . .N‘ -D" 13 F” M A M J”J .A S o H

6.5

20000
16.0

15.8

European markets and Argentina has
become obvious the past few months as so many stocks trading in markets
outside the United States are starting to soar while US investors obsess
over the next gyration in Google and Apple. This is all because the US is
already four years into a bull market while commodities while these other
markets are in younger bull markets, so there is more energy and pep. You
want to invest AFTER bear markets and not four years into one when things
have already gone to high prices and even higher valuations.

Now that doesn’t mean the US stock market is about to enter a bear
market. When it comes to the US stock market right now the most important
thing you need to know is that it is in a bull market and THERE IS NO SIGN
THAT IT IS OVER. Before bear markets end you see market leadership narrow
so that only a few stocks and sectors are still going up and driving the
bull market, you’ll see the advance/decline line drop for months, and al-



most always you will see interest rates rise for a period of time. None
of these things are happening.

So the big trend is up for the US stock market. There is no reason
to think a bear market is about to start or to be scared. People got
scared over the Fed “tapering” HOAX and worried again when the government
shut down. ©Now that those things went and passed people are excited again
with the market rallying. Stock market players are a neurotic bunch.

They get scared at bottoms when they should be buying and only get excited
after a market rallies, then they get not so much greedy, Dbut worried
about missing out on more gains, so they buy to chase.

And that brings us to the more short-term trend and that is the daily
trend. You want to buy after corrections and when you are at a bottom and
use peaks to sell some stuff you don’t want to hold anymore to free up
some money for the next bottom to use—of course you cannot time these
things to exact perfection with any consistency, but you just have to make
some small general changes from time to time to manage things probably.

With the short-term trend I'm talking about the temporary dips and
stock market rallies that take place for several weeks at a time. So
since the start of October we have been seeing the stock market go
straight up over the course of about four weeks. Before that it went down
for about four weeks. So what is next?

$SPX S&P 500 Large Cap Index IMDX @ StockCharts.com
S-MNow-2012 01742237 H177072 L1747 62 CA770641 W 248 Chg +23.45 (+1.394%) &

) $5PX (Daily) 1770.61
= ar50] 1710.36 1770

:m%ggg% 1233;3 DOWN FOR ABOUT FOUR 1760

il v'olurne 2,445 555,712 WEEKS THEH UP FOUR 1750
WEEKS - WHAT IS NEXT? 1740
1730
1720
1710
1700
1630
1620
1670
16G0
1650
1640
1630

1 22 20Aug 12 19 26 Sep 3 16 23 Oct 7 14 21 23 Now



At this point I do not think it makes sense to buy any new stocks.
Instead you should wait for a pullback or a period of a few weeks of con-
solidation for a good entry point. Now the market could go up to a new
high, but even if it were to do that the upside potential is now fairly
limited over the next few weeks. The most important thing is to be in a
mental position to be able to buy whenever the next great entry point
comes. If you were to do a lot of buying now then you probably wouldn’t
be able to buy later, because if there is a dip you’d probably sell out
near a low and then be frozen unable to buy at a good time.

Also rallies often end when sentiment gets overly bullish. What hap-
pens is that it takes more buying to make the market continue to go up.
People tend to be skeptical and cautious on the market UNTIL AFTER THEY
BUY. Then they rationalize their buying by convincing themselves that the
market is going to keep going up. They declare themselves to be bullish
on the market.

So what happens is that investment survey’s tend to display extreme
bullishness when the market is at or near a top and a lot of bearishness
at a bottom. Just as people buy at a top they sell at a bottom and then
turn negative. Few learn anything from their experiences in the stock
market and just repeat this same cycle over and over again.

I subscribe to the weekly Investors Intelligence survey to get senti-
ment data on the stock market. You can get this information as soon as
its released at investorsintelligence.com. Investors Business Daily also
publishes it. Last week’s numbers showed a huge jump in the number of
people now bullish on the stock market to over 55% while the number of
people bearish have now declined to 15.6%. This is the same number of
bulls that have appeared at temporary tops for the US stock market that
led to 5-10% corrections in the past few years— the last time being May.

What is worse you can create a sentiment ratio by dividing the number
of bulls by the number of bears. This ratio has not been this lopsided
since the market topped out a few weeks before the “flash crash” of 2011.

This survey is not an exact stock market timing tool. It cannot tell
you the exact day the stock market makes a peak, but it is flashing a huge
warning sign about the durability of the current rally.

Last year the stock market fell in November and the first week of De-
cember. It could easily do something like that again even if it were to
go up a little bit more this week. Often peaks take a few weeks to be put
in with some back and forth action until the market has a bigger drop.

Now I’'m not trying to suggest a crash is coming. I Jjust think a
natural pullback before this year is over is very likely now. Right now
the S&P 500 has support at 1750. This is the points of its low set on No-
vember 1 and last week on November 7. If it closes below that point than
I think we’ll likely see a drop down to its 150-day moving average, which



is currently at the 1660 level. Moves like that are normal in bull mar-
kets and make for great entry points to buy stocks in the strongest sec-
tors and strongest markets.

At the same time short-term resistance for the S&P 500 is now at
1775. A close above that would probably bring a short-lived final rally
trap up to the 1780-1790 area if it were to occur. And if the S&P 500
cannot do that this week then it is going to head through recent support
and head lower this month.

The important thing is what should you do? I took a short-position
in my account last week by buying the S&P 500 SDS short ETF. I am doing
this though just to put a partial hedge on my positions.

First I do not think you should try to trade the market on the short-
side with the idea of making gquick profits. The most important thing for
you to do no matter what you do is to be in a position to buy stocks if a
correction or pause in these markets occurs, because I see some incredible
stock and opportunities lining up. We got mining stocks and commodities
of course that should start a bull market in a few months. We also have
stocks in Argentina, Europe, and even a few US stocks that have low PEG
ratios, meaning they are cheap from a valuation standpoint and have great
upside, and are consolidating right now. They are likely to continue
sideways if the stock market dips, probably even if it doesn’t, and pro-
vide a good buy point in a few weeks. They provide a great opportunity for
wonderful low risk and high reward entry points. That’s how you make good
trades. You don’t chase. You buy right.

The most important thing for you to do is to be able to take advan-
tage of that. Doing a bunch of flip the coin short-term trades would
likely distract you from that. Trying to short in a bull market is some-
thing likely to do that too. Patience is key now.

I think after you get market rallies like this at some point it is
best to look at your positions and see if there is anything you want to
sell in order to raise cash for later. Maybe there are stocks you do not
like anymore.

And its good to take a few profits from time to time. Instead of do-
ing that though I just bought the SDS short ETF as a temporary hedge
against my positions. I don’t really want to sell anything, but I would
like to lock in some gains in case the market does drop. So I put on a
hedge. 1If the market goes up and breaks out I might get rid of it, but if
it breaks support and goes lower I’11 have helped locked in a few of my
gains through this position. If I was in total cash I would not buy SDS
myself or try to short for some short-term trade.

Right now the most important thing I'm doing is getting ready to buy
some new positions in a few weeks. I’'m making a list of stocks that are
likely to continue to pause here and breakout after Thanksgiving and just
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rocket higher. I’m looking for stocks that can make not just great end of
the year trades, but can become solid investments in the years to come.

In other words I'm making a watchlist of low PEG stocks that I may buy in
a few weeks. And you can use it too to help plan any future buying you
may want to do also.

Right now I’'m most interested in buying some new positions in stocks
in Argentina and from the commodity and metals and mining sectors. The
last two stocks I bought were Argentina stocks YPF and TGS. The other
stocks I’'m watching in Argentina now are EDN, GGAL, PAM, BMA, and PZE.
These stocks have extremely low valuations and remind me of some of the
Greek stocks last year.

I looked through all of the stocks from all markets available to us
on one of the US stock exchanges with PEG ratios less than 0.50. The
stocks of American companies that look interesting include RSH, JRCC,
TIVO, SIGI, PKBE, CG, TDW, QCRH, UAL, ATW and IIIN. These are all stocks
with high earnings growth, low stock valuations, and whose shares have
been going sideways in a consolidation pattern. They are building a base
to launch a new rally off of.

Stocks that trade on the Toronto stock exchange that also are doing
this and look interesting to me include P, SVM, RTK, and LNR. ADR's—
these are stock shares of companies outside the United States trading in
the US—that I’m watching include MTL, CAS, ANR, REGI, NMR, TSL, ZX, TM,
ORAN, and ANFI. Here are some of the more interesting charts from this
bunch:
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Disclaimer

WallStreetWindow.com is owned by Timingwallstreet, Inc of which Mi-
chael Swanson is President and sole shareholder. Both Swanson and
employees and associates of Timingwallstreet, Inc. may have a stock
trading position in securities which are mentioned on any of the web-
sites or commentaries published by TimingWallStreet or any of its ser-
vices and may sell or close such positions at any moment and without
warning. At time of publication Swanson owns shares of RLOG. Under
no circumstances should the information received from TimingWall-
Street represent a recommendation to buy, sell, or hold any security.
TimingWallStreet contains the opinions of Swanson and and other fi-
nancial writers and commentators. Neither Swanson, nor TimingWall-
street, Inc. provide individual investment advice and will not advise
you personally concerning the nature, potential, value, or of any par-
ticular stock or investment strategy. To the extent that any of the infor-
mation contained on any TimingWallStreet publications may be
deemed investment advice, such information is impersonal and not
tailored to the investment and stock trading needs of any specific per-
son. Past results of TimingWallStreet, Michael Swanson or other finan-

cial authors are not necessarily indicative of future performance.

TimingWallStreet does not represent the accuracy nor does it warranty
the accuracy, completeness or timeliness of the statements published
on its web sites, its email alerts, podcats, or other media. The informa-
tion provided should therefore be used as a basis for continued, inde-
pendent research into a security referenced on TimingWallStreet so
that the reader forms his or her own opinion regarding any investment
in a security published on any TimingWallStreet of media outlets or
services. The reader therefore agrees that he or she alone bears com-
plete responsibility for their own stock trading, investment research
and decisions. We are not and do not represent ourselves to be a reg-
istered investment adviser or advisory firm or company. You should
consult a qualified financial advisor or stock broker before making any
investment decision and to help you evaluate any information you may

receive from TimingWallstreet.



