
 Lessons from the 1929 Stock Market Crash  —Mike Swanson (08/14/2016) 

 It has taken over two years for the mar-

ket to finally go through a previous high and 

stay above that level for more than three 

weeks. 

 As of Friday’s close the S&P 500 is up 

10.99% for the past 36 months.  So people 

have gone through big dips and several big 

rallies to make only 10.99% over all of this 

time.  Of course those fully invested in the 

stock market and who own no gold and gold 

stocks have simply missed out on a tremendous 

run as the GDX is up over 225% year to date.  

This makes it very hard for me to treat stock 

market bubble bulls who claim the only thing 

you can do is stay fully invested in the S&P 

500 and traditional stock market funds very 

seriously. 

 But right now those people are pumping 

their charts and right now almost no one 

”....right now almost no one 
thinks that even a stock 

market pullback can hap-

pen.” 

STAGE ANALYSIS OF KEY MARKETS 

S&P 500 

Long-term:  Stage Three/Four Bear 

Market 

Short-term:   Low volatility likely a sign 

of another market top coming. 

GOLD 

Gold Long-term: Stage Two Bull Market  

Short-term:  Another week of more 

gains. 

DBA ETF 

Long-term: Stage Two Begins 

Short-term:  DBA  paused for an entry 

point. 
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thinks that even a stock market pullback can happen again.  Ron Insana 

said that on a CNBC.COM blog post that he made and many people have been 

saying that on the television box and all over the internet. 

 Last week I made note that with gold by the end of 2015 almost no one 

thought it would go up again and even gold bulls were giving up on a new 

bull market.  Now with the stock market sentiment is just the opposite 

with no one thinking it can pullback again. 

 A year ago in August many people were expecting a big breakout and 

massive stock market rally to take place and instead the stock market 

turned down into the Fall, bounced into the end of the year, and then 

dumped in January.  And now 12 months later it finally has done the break-

out so many were hoping for a year ago and instead of beginning a great 

run with a great volume expansion and the emergence of a new sector lead-

ership to take the market higher the stock market has really fizzled out 

and done nothing.  Take a look at the 20-day Bollinger Bands and the width 
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indicator, because they are now doing something I have never seen before.  

Now a few days ago I was thinking this to myself as the Bollinger Band 

width indicator got closer together than I had ever seen before.  This 

happens after the price volatility in a market or stock becomes very low 

and almost always serves as a prelude to a new big move that will last at 

least a few weeks. 

 Last year this happened in August right before the marketed turned 

lower and dropped hard for a mini-flash crash.  Now instead of immediately 

making a big move last week once these bands got extremely low the stock 

market simply sat there for three more days doing nothing on thin volume. 

 Now I NEVER have seen that happen in the stock market and have not 

even seen gold or gold stocks ever do something like this either. 

 In fact the only time I see something do that is when I see a stock 

that has gotten bought out so it simply no longer is really being traded 

or with some penny stock that is getting no attention and no buyers or 

sellers.  In other words you see it with what are basically stocks that 

are on the market, but are not really being traded by anyone. 

 So the big breakout everyone was looking for has brought us a stock 

market that is now trading like it is a dead money penny stock.  What is 

happening is very simple. There is no real trading going on in the market 

this August, but instead the trading robots have totally taken over. 

 I thought that was happening watching the market last August before 

the drop started, but the way it is trading now is even more extreme than 

it was then.  July in fact marked the single smallest number of insider 

buys for companies since 1998 for any 30-day period. 

 At the same time the 

internals of the market 

are dripping down a bit.  

You can see that if you 

look at how many new 52-

week highs are being made 

in any given day as that 

number keeps dropping.  

 And it is also visi-

ble with the percentage 

of stocks above their 

moving average indicators 

that have not confirmed 

the move to new highs 

this August.  You can see 
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how the number of stocks above their 50-day moving averages on the S&P 500 

has been falling this month  for example. 

  This suggests to me that even though few now are even thinking that 

the stock market rally is going to end this month that it will in fact do 

just that. 

 It could do it Monday or it could do it on the last day of the month.  

I cannot predict the exact moment it will happen, but it looks like it 

will.  I looked through all of the stocks in the DOW and in the S&P 500 

today and only a few are actually on their highs and many big cap ones are 

trading on recent support levels.  I have some of the more interesting 

charts at the end of this report. 

 Once the rally ends of course a new downtrend will start that could 

easily lead to a new bear market and at the very least lead to another 

violent drop this Fall.  Just as the gold bull market began when no one 

could believe it could happen anymore a new stock bear market can begin 

when hardly anyone thinks the market can even drop again! 

 I have been looking at what the stock market did in 1929 and want to 

draw a few observations about it for you that we can learn from.  Notice 

that the market topped in August and went down in September for a weak 

bounce and then crashed.  Take note of the short-lived dip around August 

5th right before the finally last rally.  That dip looks exactly like the 

BREXIT drop that took place we saw this year at the end of June.   Notice 

the dip in March.  That was a huge volume dip that took place and it is 

after that dip that famous smart money people such as Joseph Kennedy and 
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Jesse Livermore sold and began to short the stock market.  They were 

shorting in the summer before the ultimate high. 

 The famous market player Bernard Baruch also sold in March.  He did 

not short though, but he reportedly held a big pre-crash party at his Man-

hattan apartment with 50 people in attendance including Winston Churchill.  

Baruch was a political insider and was sort of like the George Soros of 

his day.  He made a fortune at the turn of the century trading commodities 

and became a presidential advisor during World War I. 

 Stock markets around the world were actually in decline during the 

summer of 1929 while the US stock market remained the only stock market 

still going up strong.  The same is the case this year. 

 In 1929 US economic data actually was weak that summer, but stock 

market bulls simply said that the stock market would keep going up forever 

anyway.  And this year the Fed has proven incapable of raising interest 

rates as the predictions it made last year for economic GDP growth have 

failed to come true.  But today’s stock market bubble bulls say the stock 

market cannot drop again. 

 In 1929 the market made a final high in August on thin volume and 

poor internals and topped.  And so this August the stock market made a new 

high and began to trade as if it were a dead penny stock. 

 The 1987 stock market crash and 1937 stock market chart has a similar 

topping formation to what happened in 1929.  After all of the tops of 

these three years the market averages fell to their 150 and 200-day moving 

averages and had a weak bounce and then went dramatically lower.  In 1987 

it of course crashed, but in 1937 instead of crashing in ten days it went 

lower for months on end.  It made a similar drop in the Fall of 2000 and 

after the market topped in the summer of 2008. 

 So I think once the 

market turns down that 

it will go to the long-

term moving averages, 

which is in the 2025 

area of the S&P 500 af-

ter which we should see 

a weak bounce or at 

least see the market 

hold up for a few weeks 

like it is now.  If that 

happens then you will 

know by then that the 

stock market is doomed, 
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because you will know what is happening to it.  You will know that it 

topped, because in August the buying exhausted itself, and that it is now 

in a full blown bear phase. 

 You do not have to fear losing money overnight in some instant crash 

that takes you by surprise as long as you keep your eyes on what the mar-

ket does going forward, because as long as you pay attention you will have 

time to make adjustments if you need to do so. 

 Personally I am long gold, gold stocks, DBA, and short the market 

with roughly 40% of my account like the model rebalancing portfolio is so 

I really do not need to make any changes at all. 

 I’m using a very simple money management strategy that I have talked 

many times in the past two years, but most people have no strategy at all 

except put half of their money into the US stock market and half in bonds 

and hope it all goes up for them.  And those people are going to be in big 

trouble in the next few years in my opinion. 

 Historically bonds go up when stocks go down. They are likely to do 

that over the next few months.  Right now the TLT bond ETF is pausing and 

appears to be consolidating for another breakout.  If the economy was 

great and the stock market were to go up like people think than TLT should 
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be topping here.  But if it breaks out that will be a sign that people are 

going even more into safety in fear of a stock market breakdown. 

 There is a big possibility that TLT is going to make a climatic final 

blow-off top to coincide with some sort of stock market decline in the 

coming months. 

 If that happens then in a year or two we could easily see TLT go into 

a bear market after such a top at the same time that the stock market de-

clines.  A bear market in stocks and bonds at the same time would devas-

tate most American investors, because they only position themselves in 

both.  This is why gold is not just a way to make money in something that 

is in a new bull market, but will become a necessary investment for peo-

ple. 

 Ok now two more observations I want to make.  First of all I have 

seen August months in the past which led to stock market drops.  That hap-

pened in August of last year of course, but also in 2014, 2008, and in 

2000. 

 During all of those August turning points volume and liquidity in the 

market vanished.  In 2014 and 2000 the stock market actually managed to go 

up that August just about every single day and topped at the end of the 

month.  In 2008 it had a weak rally that ended before the end of that 

month.  And in 2015 it just fizzled out and dumped.  The lack of liquidity 

did not just mean a lack of real buying, but no real selling too.  People 

just were sitting there and watching.  But the fact that few were selling 

also enabled the market to go up.  The market didn’t do that last week, 

which is actually another big negative sign.   

 The 20-day Bollinger Bands got extremely narrow to one another and 

instead of breaking out the stock market turned into a dead penny stock.  

So unless it goes up within the next few days I take that as a sign that 

it is going to turn down dramatically before this month is over and at any 

moment! 

 Secondly after something has gone on for a long-time people always 

have a tendency to think that current conditions will last forever.  One 

argument you will hear everyday now on CNBC is that because there is no 

recession right now that the stock market is fine. 

 These people seem to forget that the stock market tends to fall BE-

FORE recessions start.  And again if you go back to 1929 the US economy 

did not begin to decline for almost a year after the peak of 1929.  After 

the big crash there was a big rally that ended in the spring of 1930.  It 

is after that rally ended that the Great Depression began.  That bear mar-

ket cycle took three years to play out.  The 2008 market crash really took 
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two and a half years to play out.  The 2000 bear market ended in 2003.  

The last gold stocks bear market really started in 2012 and ended last 

year.  So it lasted over four years. 

 This last bull market in the US stock market began in 2009 and during 

that bull cycle the market went straight up at times for a very long-time 

without every pulling back.  We are now witnessing a wacky extreme bubble 

in the bond market.  If that ever begins to unwind the stock market bear 

market that will materialize as a result will take years to play out too. 

 People talk like negative interest rates are here forever, but in the 

past few weeks we have seen some big movements in the Japanese bond mar-

kets and what could be potential topping formations in several European 

bond markets.  TLT and the US bond market are simply the strongest bond 

markets now to act as final global bond market leaders.  So when they top 

it’s all over. 

 Unlike 2008 this is not going to be a crisis focused on US real es-

tate or internet stocks like in 1999, but will be a global debt crisis im-

pacting not just one nation, but many.  People are looking for a reason 

for a bear market and for the new gold bull market.  Well that could be 

it. 

 No one thought a Great Depression was coming in the summer of 1929 

except people like Jesse Livermore, Joseph Kennedy, and Bernard Baruch and 

his friends.  Today CNBC runs nonstop bull market cheerleading stories 

that discourage people from simply diversifying and putting a portion of 

their assets into gold.  That one simple move could do so much to protect 

the masses of Americans from economic destruction, but CNBC talking heads 

don’t care about anything, but cheerleading the S&P 500 no matter what the 

valuations are, no matter what the economic news is, or even what the 

technical charts suggest. 

 We have seen bear markets since 2009 that have been relentless on the 

downside.  Gold stocks did that and so have oil stocks and so did the 

Greek stock market.   

 This is how the bear markets 

have been.  So there is no reason 

why the US stock market’s next 

bear market cycle cannot play out 

like that too.  In that case the 

1929-1932 bear market becomes a 

model to keep in mind and learn 

from.  Here are some charts of 

note for this week: 
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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 accuracy, 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, in-

dependent research into a security referenced on TimingWallStreet so that the 

reader forms his or her own opinion regarding any investment in a security pub-

lished on any TimingWallStreet of media outlets or services. The reader there-

fore agrees that he or she alone bears complete responsibility for their own 

stock trading, investment research and decisions. We are not and do not repre-

sent ourselves to be a registered investment adviser or advisory firm or com-

pany. 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. 

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. 


