
 The Trouble With Stocks —Mike Swanson(12/01/2015) 

“I consider the 

August drop a 

simple sneeze 

that represents 

the start of a 

big sickness to 

come.”   
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 I titled the monthly newsletter for last month 

“Expect Market Volatility To Shrink In November” and 

it certainly did that.  The S&P 500 is set to close as 

I write this Monday morning not even 10 points away 

for the month of November than where it closed October 

at. 

 And last week the S&P 500 didn’t even move a per-

cent from where it started the week at. 

 Volatility shrank.  And it did this not because I 

have a super computer that can predict the future, but 

because when you have a large move in the market like 

we saw happen in October that is simply what tends to 

almost always happen. 

 And the low volatility looks to continue for the 

next few days at least.  But when it ends we can ex-

pect the stock market to dump again, because the over-

all stock market structure is now bearish. 

 The stock market is either at the end of a stage 

three topping phase or the start of a stage four bear 

market.  There really isn’t much difference though.  

During both times what you see happen are the market 

averages go through their 200-day moving averages and 

then rally back to them where they stall out and go 

sideways for a period of a few weeks before they start 

another leg lower. 

 We have seen gold and mining stocks do this sev-

eral times since 2011 and oil stocks do this twice 

since they peaked out last year. 

 During that first rally back above the 200-day 

moving average though in a bear market just about eve-
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ryone thinks that the market is going to 

breakout to new highs and take-off again 

like they have seen so many times in the 

past few years.  Such people do hear and 

see signs that things are different, but 

simply do not want to accept them as 

they remain in the denial phase of the 

bear market. 

 That is where we are now.  Anxiety 

came in August when the market dropped 

and denial now reigns. 

 What is funny is that the stock 

market really hasn’t done much all year 

or all week, but people talk as if it is still in an incredible bull mar-

ket.  They want to believe that the stairway to heaven rally that happened 

in 2012-2014 is going to start again whenever the stock market has an up 

day. 

 But it isn’t, because the internals of the stock market started to 

deteriorate over a year and a half ago and collapsed this August and 

failed to improve much during the October rally. 

 If the August drop was a normal correction in a bear market than we 

would have seen many stocks go to new 52-week highs and beyond during the 

October rally, but this did not happen.  Instead it was about two dozen 

big cap S&P 500 stocks that provided the market leadership.  There was no 

new emerging sector that asserted leadership.  It was just the same few 

big cap stocks that attract trading robots. 

 And as I explained in this weekend’s Power Investor update the fuel 

that really drove stocks higher during the stairway to heaven rally has 

been unable to do the same this year and is going to run out of gas next 

year if it hasn’t already started to do so.  It’s unsustainable fuel.   It 

isn’t Fed “manipulation” or the Fed directly buying stocks that has helped 

the stock market, but something else that the Fed has done. If you are a 

Power Investor member make sure you read the latest update.  This monthly 

newsletter goes out to people also on my free email list and they do not 

know what we are talking about in 

this paragraph. 

 This monthly update goes out to 

the general public so in it I just 

give an overview and talk about only 

the basics to give them a good grasp 

of the big picture. 

 There is one simple and short 

point I want to make for everyone.  
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As you can see from the last chart the percentage of stocks that trade on 

the NYSE below their 200-day moving averages still remains below 60% de-

spite the fact that the major market averages rallied above their 200-day 

moving averages in October. 

 But the situation when it comes to individual stocks is actually 

worse than it seems.  Right now the S&P is up year to date about 1.5%  So 

the stock market is barely up at the moment for the year. 

 However, most stocks are down.  238 of the S&P 500 stocks are down 

year to date with 31% of them down at least 10%.  But it’s worse than 

that.  The S&P 500 is where the buying is, because money flows into all 

S&P 500 stocks thanks to ETF’s, computer programs, and mutual funds. 

 There are over 5,000 stocks that trade on the NYSE, Nasdaq, or NYSE.  

40% of them are down at least 10% year to date.  29% of the stocks are 

down at least 20%.  CNBC and Wall Street people like to claim that a bear 

market is when something falls at least 20% from it’s 52-week high.  Well 

just about 50% of all of the stocks are in that condition.  So half of the  

individual stocks in the stock market are deep in bear markets already. 

 So the stock market averages have simply been held up by a few stocks 

while most stocks have been falling. 

 This means two things for you.  First of all if you have a brokerage 

account that is made up of lots of individual stocks the odds are that you 

are badly lagging the market this year and may even be down for the year, 
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because most stocks are falling.  Most hedge fund managers are doing bad 

this year.  So such losses are not caused by any poor stock picking skills 

on your part.  The reason you are losing money is because the stock market 

is simply sick and so most stocks are falling and causing money losses. 

 That is what happens at the end of a bull market and at the start of 

a new bear market.  So you can recognize that reality and make changes be-

fore the end of the year.  If most stocks are acting poorly and you want 

to trade stocks than you might want to strongly consider developing 

strategies to bet against individual stocks. 

 And that is the second thing this means.  The stock market averages 

are likely to catch the sickness from the mass of individual stocks in the 

market and experience some big declines next year.  I consider the August 

drop a simple sneeze that represents the start of a big sickness to come.  

The market went back up to the 200-day moving averages and TV tells us 

everything is great so most people ignore it, but this is a serious condi-

tion. 

 Now bulls who read this will argue that well if stocks are down so 

much then they can go up and make the market take-off.  Maybe stocks are 

just oversold.  Well my answer to that is go and spend a day looking 

through a thousand or so stock charts.  You can do this in a few hours us-

ing TC2000 or their free version at freestockcharts.com. 

 Most stocks got hit really hard in August and many did not rally much 

at all in October.  Some are simply falling and falling.  For these stocks 

to go up they would need to go sideways for several months in order to 

build a solid base to launch a giant rally off of. 

 So the best case scenario for the stock market is that it continues 

to go sideways like it has this year for a few months while all of these 

wrecked stocks stop falling and base out too.  That’s a tough thing to 

just hope for though, because what is more likely is that the market aver-

ages dump with everything else once the leaders go down. 

 The implication is that there is no reason to make big buys right now 

or to try to buy into individual stocks as a whole.  There are only a few 

stocks doing good.  You can try to chase these “momentum stocks” if you 

like, but they can top out any second and it’s really impossible to pre-

dict what stocks will somehow be able to break away from the market sick-

ness for a period of time.  What is driving such stocks is fuel that is 

going to dissipate as I mentioned before too.  So right now at the start 

of this month we are still in a pause type situation much like we saw at 

the start of August when not much seems to be happening.  But the pause is 

likely to lead to another market drop into the Fed meeting this month once 

the S&P 500 closes below its short-term support level of 2,070.  I would 

not be surprised if we don’t see a tumble towards 1,950 this month into 

the Fed meeting and then a weak end of the year rally.  Of course those 

who bet against the market and individual stocks will make some coin. 
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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. 


