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Maxims For A Bear Market - Mike Swanson

Today is day nine of the bear market. I say it
is day nine because on 8/20/2015 the S&P 500 and Nad-
saq both closed below their 200-day moving averages to
complete a stage three top and begin a full blown bear
market.

» . A few people are actually making money from this
Let me gIVe YOU decline. I positioned the Power Investor model rebal-
ancing portfolio back at the end of July to get ahead

several bear of the stock market drop and profit from it. I also
market maxims have given many ideas for stocks to bet against in the
Power Investor reports via short selling and the pur-

that yOU must chase of puts. I sold some options last Monday, but

use gOing for- continue to hold my own core short positions. I wish
the market would just go up forever to keep everything
”
ward. easy for people so that they did not have to think or

work or do anything, but that is not how the real
world works and money is made by adjusting and adapt-
ing to changes in the big trend of the stock market as
long as they occur.

I have been doing everything I can to help you do
this. In July I wrote a monthly newsletter explaining
why a top in price that would mark highs for the mar-
kets for years was about to come and how that top
could even mean a peak in valuation for the rest of
our lives. 1If you are new and did not read that re-
port then you must read it to understand what is going
on. CNBC is saying the reason the market is dropping
is due to China, but this is only a minor factor. The
truth is that this was the most obvious coming bear
market we may have ever seen and all of the signs that
it was going to come were in place by the end of July.




You must read this July report if you have not already done so, because
you need to know what preceded this big stock market drop. This drop did
not just come out of nowhere:

http://wallstreetwindow.com/wswmonthly/wswmonthly07082015.pdf

Now I also have done hours and hours of videos in the past 60 days
with David Skarica to try to grab your attention to what is happening in
the stock market. But more importantly I have been issuing some of the
most important Power Investor reports ever.

This weekend I wrote a very long report that explained in exacting
detail why the bounce in the market that happened last week would fail and
how we know that there was no real buying in the broad market at all.

Most of the stock market is acting the same way I saw it act in the last
two bear markets.

If you are a Power Investor member you should stop reading this
monthly report and login to the members area and read my Sunday update,
because it is very important and in fact is actually more important than
this monthly update, which also goes out to many people who are not Power
Investor members. That means that it is less detailed and has zero ac-
tionable trading ideas in it.

However, it does have two important things for people in it. The
first is I just want to say that in bull markets it is easy for people to
make money. You see all you need to do is buy something and believe that
it will go up forever you. But in bear markets you can no longer buy and

just believe and expect to make money. In fact the longer you do that the
more money you are likely to lose. This bear market is only starting and
is beginning with a bang. If you did not make changes ahead of this bear

drop and have been losing money because of it you can expect to lose more
money the longer you just sit there. Oh we saw a bounce last week and may
even see the stock market hold up a bit into the next Fed meeting after
retesting the recent lows, but it’s in big trouble. And it may not even
hold up. Or it could go through last week’s low and just have a weak
bounce and turn down again and do that over and over again for the rest of
the year. ©No matter what it does if you are losing money and continue to
sit there doing nothing you can expect to lose even more. In fact I fully
expect that most people in the stock market right now are going to wipe
themselves out for good by the time this bear market runs its course.

That’s why I have been doing everything I can to help people avoid
what is happening. The thing is that it now takes real work to make money
out of the stock market. You cannot just buy and believe anymore than you
have to adapt and adjust. That takes learning how markets work if you do
not understand them and using tactics appropriate for the new bear market.
That is simply just too much work for most people.

I try to make this information as simple and easy to digest as I can


http://wallstreetwindow.com/wswmonthly/wswmonthly07082015.pdf
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in the Power Investor bear market modules, but for every person that takes
action and joins there are hundreds who just sit there. This is not a
pitch for the Power Investor Service, because it is closed to new members
now and 1s likely to remain that way for a long time. The point is that
most people rather have someone on TV yell at them some picks and buy them
against the bear trend in desperation than to believe in themselves and
learn and make changes in their accounts when the market calls for it.

There is nothing wrong with that. Not everyone has the inclination
to want to do the work necessary to really succeed in the financial mar-
kets. What is important now is to accept the reality of this bear market
and then decide what you want to do about it. The way I see it you can
either take the time and effort to make changes, do nothing and lose
money, or just get out of the market for good.

There is nothing wrong with getting out of the stock market for good.
Someone who is over 65 years old really does not need to be taking big
risks anymore in this market. The game is over. The best thing the aver-
age person can do right now is get out of the market, put some money in
gold, and just put the rest of the money in the bank for living expenses,
because to simply keep it fully invested in the US stock market is a giant
mistake now. You have to work and be serious to make money now.

If you want to win in the markets let me give you several bear market
maxims that you must now use going forward. The good news about bear mar-
kets is that they bring more stock market volatility. That means big
swings in the market that can lead to giant opportunities if you under-
stand how to take advantage of them.

In order to navigate a bear market you have to use several principles
to guide your investment decisions with. Again you must understand that
in a bull market you really do not have to do that to make money or even
do much work, because in a bull market you can literally throw money at
the stock market and make money. This is why people can buy stocks with
no care what the valuation a stock is at and even buy into stocks that are
extremely speculative and risky such as penny stocks and still manage to
make money if they take profits in time.

In bear markets though the trading patterns that worked in the past
no longer tend to work. The stocks that were once big winners now become
money traps for people who buy them when they have fake bounces. It takes
real work to make money and clear thinking.

Clear thinking is something that few people have when it comes to the
stock market. They tend to watch the stock market gyrate big one day and
try to draw big conclusions out of it or get so emotionally worked up by
sudden swings in the market that they simply are unable to think clearly
about what is happening. Desperate trading and investment decisions hap-
pen to many people during a bear market as a result.



And the financial media actually does little to help people during
bear markets, because most of the so called experts are themselves so
fully invested financially in the stock market themselves that they are
unable to come to grips with what is happening. In fact the television
networks and money managers really have business models that are dependent
upon rising stock prices that it is simply difficult for them to be objec-
tive about things. What tends to happen as a result is that the financial
experts keep calling bottoms all of the way down. It is not that they are
lying, but convincing themselves that bottoms are there when they are not.

The problem is that the masses of investors in a bear market want to
be convinced that if they just hold and believe that things will be fine.
They want to hear that a new bull market is coming, because they do not
want to sell. What they actually fear is not selling and losing money.
What they really fear is if they sell that the stock market could go up
without them and they could see other people make money while they are no
longer in the market. For them that would be a total embarrassment that
they could not deal with. But they can live with the market falling as
long as everyone else they know loses. They become emotional basket
cases, so in order to feel some certainty over the market they rationalize
this behavior by looking for people who will tell them that the stock mar-
ket will go up.

The problem is that the experts themselves simply become a part of
the stock market herd that is walking off a cliff. To survive and thrive
in a bear market then you must separate yourself from the herd by being
able to not be caught up in the general Wall Street consensus and get
sucked in to bear traps with everyone else. In fact this mental separa-
tion from the crowd may be the most important thing you need to do during
a bear market. To do that you have to ignore what these people are say-
ing. The only way to do that is if you use a set of trading maxims that
you believe in more than in what you see the experts say on TV. Then you
can have the confidence to separate yourself from what they say.

The first maxim you must have is that you must accept and respect the
bear trend of the stock market. The United States stock market clearly
completed a stage three topping process in August of 2015 when the S&P 500
and Nasdaqg followed the DOW lower by closing below their 200-day moving
averages and then collapsing. This action was preceded by an internal de-
terioration inside the stock market that has taken place before all other

previous bear markets. This internal action made it obvious that some
sort of drop was going to occur in the stock market after July 2015 and it
did.

Membership help?

The number one maxim you must
use to help navigate the bear market
is to accept the reality of the bear

support@wallstreetwindow.com market and to respect the bear trend.
As long as the US stock market aver-

To renew or cancel contact:



ages trade below their 200-day moving averages those moving averages are
going to act as resistance and the market will continue lower. All ral-
lies that take place before the stock market completes its stage four bear
market will fade and lead to massive losses for those that try to buy into
them.

In fact you should write those sentences down and put them next to
your computer and read them every time you hear someone tell you to buy
stocks. Stock market volatility increases in bear markets. You will see
down days in points and percentage for the market averages that may shock
you, but you will also see up days that are huge.

Those up days cause people to hope and believe that the stock market
is going to begin a new bull market. But they just lead to traps, because
they do not change the real underlying bear trend of the market.

This means that you cannot draw big conclusions about the overall
stock market based on one day of stock market action. Everything you read
and hear about the stock market will attempt to do just that. One day up
or down really doesn’t mean anything. What does mean something is that
the stock market began a bear market in the summer of 2015 and is not go-
ing to begin a bull market until that bear market comes to an end. All
bear markets are characterized by temporary wonder rallies and constant
bottom call attempts by people when they come. You cannot get fooled by
such talk. You must not get excited about a few days of action in the
stock market, but instead must keep your eyes on the overall trend of the
market.

So another maxim for you then should be do not react to one day’s
worth of stock action in the stock market. And this means do not take
your eyes off the first maxim, which is to accept the reality of the bear
market and to respect the bear trend.

The truth is as long as the bear market continues if you do not align
yourself with bear trend and adapt and adjust to it you will lose money.
Therefore the third maxim you need to know is that you must reduce your
risk exposure to the US stock market if it is causing you to lose money.
What most people do instead when it comes to trading is to try to chase
the old winners of the last bull market. They chase the fad stocks when
they see temporary rallies.

These stocks do tend to bounce hard during bear market rallies, but
it is impossible to get in on them before a rally starts without taking an
enormous risk. So what happens is that people who focus on trying to buy
these stocks end up buying them after a wonder rally has begun and usually
right as it comes to an end.

And they end up trying to do this over and over again as the bear
market declines. You see you must learn to use tactics that are appropri-
ate for bear markets, because what worked in the last bull market will no



longer work anymore. In fact when new bull markets start the new winners
are always different than the stocks that led the last bull market. So
you just need to forget about those past fad stocks. You need to forget
about stocks like Facebook, Apple, and Google. In 1999 Cisco and Oracle
were among the most widely owned and popular stocks. They then led the
2000-2003 bear market down and it took them years to match the performance
of the stock market averages once that bear market came to an end. It
takes work to look for the new winners and learn new tactics and most peo-
ple simply do not want to do any real work when it comes to the stock mar-
ket. What they want to do is gamble it up!

But I am serious about making money and doing the best I can to help
you do so too. You must control risk through proper diversification. As
for making profits from the US stock market the thing is the best way to
make money in a bear market is to actually bet against stocks. You can do
this by using exchange traded funds that are designed to go up in value
when the stock market drops, by purchasing put options on stocks, and by
outright short selling stocks. All of these are things I tend to do in
bear markets and give people trading ideas for in my Power Investor Ser-
vice. Stocks actually tend to go down faster than they go up, so when you
make bets that pay off in a bear market the returns can come very quickly.

Now this bear market has actually started out worse than I expected.
In no way did I expect the DOW to fall 1,000 points last week on Monday.
But it did that. Then we had a bounce dominated by robot buying instead
of real buying from investors. I only saw two sectors that appeared to
have widespread buying in them. For the rest of them, such as the biotech
and semiconductor sector what happened is that the only stocks that got
big buying in them were stocks that were a component of an ETF or in one
of the market indices. Everything else barely went up. What that means
is that the buying was computer driven and not drive by real people. That
is not how bear markets end and is not even how corrections within bull
markets come to an end either. Nothing like it has happened throughout
the entire stock market.

This means that all rallies in the market from now until further no-
tice must be used to reduce your risk exposure to the US stock market if
you are heavily invested in it and can be used to bet against the market.
I will focus on the latter for Power Investor members do that in my up-
dates. As for going long do not chase temporary US stock market rallies.
The way to go long now is to only invest in the few asset classes and sec-
tors that diverge away from the overall bear trend and enter new bull mar-
kets of their own. But right now be careful!



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.



