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TREND ALERT — Only 

buy US stocks now if 

you have a short-term 

game plan.  Do not 

invest into market 

rips and aged bull 

markets making 

stage three tops! 
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 There are no stock 

picks in this monthly 

newsletter and this is go-

ing to be short, because I 

sent out a Power Investor 

member’s only update Sun-

day morning with ten of my 

top stock picks.  If you 

are a Power Investor mem-

ber make sure you do not miss this report. 

 These are not picks for short-term momentum 

plays, but are ones that I believe can be bought and 

held for several years.  They are at cheap valua-

tions in a sector that is making a transition into a 

new bull market.  And they are not being recommended 

on CNBC or on “Fast Money.”    

 The truth is I cannot recommend most US stocks 

to you right now for investment positioning, because 

as a whole the US stock market is overvalued and has 

been going up now for six years.  The more a market 

goes up and the longer it goes up the more people 

want to get in it.  The masses in the market chase 

stocks.  They love to buy AFTER something has gone 

up.  But this is not how real money is made.  They 

are gambling. 

 I like to take investment positions in stocks 

and ETF’s when they come out of a stage one base or 

are very early in a stage two bull market.  You sim-

ply cannot do this now in the US stock market, which 

I believe is in a stage three top. 

Stock Market Barometer 
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 Now you can do short-term trading during a stage three top and momen-

tum type trading, but if you do this you must understand that you are not 

looking to buy and hold for a long time, but are instead playing momentum.  

You cannot confuse trading with investing.  If you have a plan on how you 

get in trades and are willing to take profits when you have them then you 

can make money as a momentum trader and from time to time I can find some 

momentum trades for you.  But you cannot confuse this with buy and hold 

investing or convince yourself that taking new general investment posi-

tions in the US stock market makes sense. 

 And I’m not the only person saying this.  This weekend Warren Buffett 

released his annual Berkshire Hathaway report.  He has a lot of cash to 

invest right now and put out a call in this report for people to approach 

him with business opportunities to invest in. 

 He said if you have a company making over $75 million a year with a 

good balance sheet and stable business then give him a price offer and he 

might consider it. 

 However he also said if your company is trading on the US stock mar-

ket to don’t even bother.  Buffett will never get negative on the US stock 

market, but what is fascinating is here is Buffett with all of this cash 

on hand and he is not deploying it into the US stock market, but is look-

ing for opportunities outside of it.  He is not throwing all his money at 

the US stock market willy nilly like most people are doing right now. 

 The masses are chasing stocks and they have built up for themselves 

record margin debt.  All they care about is price.  Right now the top sec-

tor in the market for the moment are the biotech stocks, many of which 

have no earnings and are bought on the mere hope that they will develop a 

new wonder drug. 

 There is a biotech stock that I shorted years ago when it went up on 

claims that it was researching a vaccine for AIDS.  It was a hoax.  Today 

this stock is going up again and has achieved a 2 billion dollar market 

cap on claims that it is developing a cure for dementia.  The company 

makes zero profit.  You can make money playing momentum in stocks like 

this as long you get out before they crash.  But I am sure there are many 

people buying this one that have no idea about the company’s history and 

do not even care.  All they care about is that the US stock market is go-

ing up and they feel a need to buy something. 

 The biggest mistake people make in the financial markets is to dedi-

cate their entire financial lives to one market.  Most bulls and bears do 

this.  But real investing means spreading out in a mix of asset classes. 

 Most US stock market bulls own nothing but investments linked to the 

US stock market and US bonds and think they are diversified when they are 

not. 

 At the same time most people who do not like the US stock market put 

all of their money on one bet, such as investing in gold or trying to 

short the US stock market and make the same mistake. 
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 This may work for a period of time.  It can work for years, but it 

always catches up with people in the end.  Instead of putting their money 

to work with real investment principles they are more than happy to gamble 

their financial lives on the hopes that one market will go up forever or 

one trend will last forever. 

 If you have suffered in the 2008 stock market crash you should never 

put yourself in a position to suffer again.  All you need to do is diver-

sify into a mix of asset classes. 

 Read Mebane Faber’s book on the Ivy Portfolio.  Read books by the man 

who runs the most successful institutional investment house in the world, 

which is the Yale endowment and step back and think about what you are do-

ing.  I am talking about David Swenson. 

 Read my January issue of this newsletter where I showed you a simple 

money management system that enables you to invest in a mix of asset 

classes so that you will barely lose anything when the market drops and 

make more in the long run.  You can find it here: 

 

http://wallstreetwindow.com/wswmonthly/wswmonthly01012015.pdf 

 

 There are no new picks for you in this newsletter.  One reason is be-

cause my new best picks are in my Power Investor update for Sunday.  An-

other reason though is because right now what you need most in the market 

is not new picks, but you need to step back and make sure you are in a po-

sition to survive and thrive no matter what happens to the US stock mar-

ket. 

 It is going up now six years after the bottom so the memory of 2008 

is a distant memory for you.  Everyone is complacent and excited about the 

market and no one cares about the risks they are taking in it.  Look at 

the chart of the margin debt on this page!  It’s crazy! 

 As long as people are 

willing to chase momentum 

and pay any price for 

stocks the market can go 

up.  And as long as some 

are willing to continue to 

borrow more and more money 

to buy more and more stocks 

the market can continue to 

go up.  But the moment one 

of these two things ends 

this market will turn lower 

and fall for a long time. 

 If you would have put 

1/3 of your money in the 

S&P 500, 1/3 in bonds, and 

http://wallstreetwindow.com/wswmonthly/wswmonthly01012015.pdf
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1/3 in gold in 2007 and rebalanced 

those positions on a monthly or 

weekly basis though you would have 

barely lost anything in 2008 and 

have beaten the market averages and 

just about every single fund man-

ager in the past eight years. 

 It is such a simple way to 

make money that anyone can do it.  

And I believe that going forward 

gold is something that everyone 

must own.  Yes I am bullish on gold.  I believe gold and mining stocks are 

going to go up from here and go up no matter what the stock market does.  

This is the next new bull market to watch for and be a part of. 

 But if we enter a situation in the coming years where US bonds go 

down in value then gold will be something that people will HAVE to own in 

order to continue to thrive in the financial markets.  And one day these 

near zero rates for US Treasury bonds will come to an end and bonds will 

no longer be able to serve as a safe haven diversification for people.  

Gold ownership will then become a necessity. 

 So in this monthly newsletter I am pleading with you to take your in-

vesting seriously and how you are allocating your money and to stop being 

complacent just because the stock market has gone up the past few weeks.  

This is not time to stop learning and to become lazy. 

 I also am telling you that owning some gold as an asset in your in-

vestment accounts makes sense.  A rebalanced gold ownership position would 

have boosted your investment return over the past fifteen years and it 

will continue to do so. 

 If you are curious this week not only did Warren Buffett release an 

annual report, but so did David Swenson.  He has reduced the Yale endow-

ments investment position to the US stock market to a mere 3.9% of its as-

sets.  In 2010 it was at 7%.  And it now has 8.2% of its assets devoted to 

natural resource investments and has increased its exposure to foreign 

stocks all of the way up to 11.5%.  It was at 9.9% in 2010.  So the most 

successful endowment fund in the world now owns barely anything solely de-

voted to the US stock market. 

 And the masses have done the opposite to the point where they are 

BORROWING RECORDS OF AMOUNTS OF MONEY to increase their ownership of US 

stocks.  Instead of investing their money wisely they are essentially gam-

bling themselves up in a margin pyramid.  They are in the market for the 

action and nothing more. 

 If you are curious you can read the Yale endowment’s annual report 

here: 

 

 http://investments.yale.edu/images/documents/Yale_Endowment_14.pdf 

http://investments.yale.edu/images/documents/Yale_Endowment_14.pdf
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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 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. 

 

 


