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PANDEMIC OF 2020

Addison:

Keith Kaplan:

Hi, welcome to the third part of Surviving and Thriving During the Global Pandemic of 2020. Today 

we have a special guest who will help us understand not only what’s happening in the markets, but 

how to trade during the volatility we’ve been seeing as people try to understand what the impact of 

shutting down the economy looks like and also the way the markets are reacting to both comments 

that are made by government officials and also reports that come out regarding the economic impact 

of the epidemic or pandemic as it is.

With us today we have Keith Kaplan, he’s the CEO of TradeSmith and I’m going to let him dive into 

what TradeSmith is all about, but it’s a perfect platform for you to use during market volatility and 

understanding how to get in and out of stocks when it looks appropriate for them to go up, especially 

during volatile times like this, when to get out of them when they look like they’re going down.

Keith is a longtime friend of Agora Financial, and he’s a veteran architect within the financial services 

technology. I’ll say that again. He’s a... How should I say this? Keith has 25 years of trading and 

investing experience. He’s also an expert in financial trading technology. And I’m going to ask him, 

just to get started, what does that mean? What is it that financial technology does these days that can 

help us trade in and out of stocks during volatile times?

It’s a fantastic question. It’s great to be here. I’m so happy to be in front of your audience to talk about 

this. We have a lot to cover around volatility. When it comes to financial technology, it actually means 

pretty much anything that is related to personal finance to corporate finance. So it’s the systems that 

charge credit cards, it’s the systems that help you trade in and out of stocks. It’s such a wide array, and 

I’ve been building systems and software for well over 20 years. I’ve been an investor and trader for 

probably about 25 years.

To me it’s watching these markets and seeing what happens. We get very complacent when we get into 

these big bull market runs. And a lot of people do not rely on technology at those times to help them 

make great decisions. And now it’s the best time, it’s better than ever to leverage technology, just like 

the technology we build to help you figure out what’s going on in the markets, watch the volatility and 

determine how to adjust your portfolios so that way you can really survive and thrive during 

this pandemic.

Addison:

That’s great. Keith, before we get into how the platform works, I want to ask you a couple of different 

questions. One is a personal question. How are you and your family doing during whoever it is? Who 

are sitting at home right now? And I’m recording from my sunroom so the weather looks nice outside, 

but the economy is a little bit funky.
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Addison:

Yeah, it’s been a little strange. I just had to get the kids to turn down one of their video games, and 

also another one was in a math class at the same time. It’s all within a fairly confined space, so it’s 

interesting. But anyway, so far so good for us too. Before we get into TradeStops. So let me ask you 

what your view of the markets has been, especially since we peaked in February at an all-time high in 

the Dow, we’ve seen some crazy action since then, which is understandable given the uncertainty of 

the new cycle. And I think there’s probably a lot of people in the market who are already thinking that 

we are at the tail end of a historical run, so we were due for a correction. But what do you see since, 

say like February 19th? I think that was the peak day.

Thank you for asking us, and I hope you and your family are doing well. We’re doing well. I took the 

whole business remote, all of TradeSmith remote back on March 13th. It’s hard to believe it’s been a 

month already. My wife and I are both working from home. I’m running the business and we have two 

kids that are in school, that we’re also trying to be educators. So we’re educators, we’re parents, we’re 

workers, we’re a running business. But the most important thing is that we have been well through 

this, we’ve been staying very secluded. We wear our gloves and our masks when we go out just to stay 

safe. And hopefully everybody listening, hopefully everybody in your family, all of your friends are 

doing well during this unprecedented time. It’s absolutely crazy. But we’re doing well. Thanks 

for asking.

Yeah, it’s a great question. I’d actually like to back up because I would say that I was fairly complacent 

as this bull market ended. Even though back in 2016 I was even starting to turn bearish, just because I 

was seeing these all-time highs. But we typically see a major catalyst of a bubble that causes the bear 

market or any type of recession when we look back in history. And typically, when we study those 

and we reflect, people always say out loud, “That made sense. Should’ve seen that coming.” But we 

never do. And some people say that they see it coming, they start to publish different articles calling 

for a bear market. But the truth is that as a group of people as the, especially, the public, we’re very 

optimistic and we usually don’t see these things coming.

So if you think about the .com crash, companies that weren’t profitable, and many of them didn’t 

even have a real line of business, they were getting these unbelievable valuations. And it was all major 

speculation.

Keith Kaplan:

Keith Kaplan:
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We watched the NASDAQ run up about 400% between 1995 and 2000 just to watch it fall 78% from its 

peak. And with all that volatility, what typically happens, unfortunately, is most investors, they usually 

buy in at the top. They watch the NASDAQ runoff, they decide in 2000 that I’m finally going to get in, 

and then they watched their wealth go all the way down, and it happens to everybody.

Then you think about something like cryptos and I’m a big crypto believer. I’m in the software space. I 

understand Bitcoin, I understand blockchain. I actually love cryptos.

But when I think about cryptos we saw the same exact thing happen in 2017 we saw all of these ICO, 

which stands for Initial Coin Offering, that represented companies that basically just had a white 

paper and these white papers would tell you how they plan to change the world, but really all these 

ICOs were trading at a major speculative level, and that bubble burst.

And it reminded me of the.com run-up, especially when you look at it in hindsight. I was working with 

a guy who was, he was a friend of TradeSmiths’, and he had his own coin offering coming out, his own 

crypto coming out. And I read his white paper, and I’m looking at him and I’m saying to him, “This 

white paper is phenomenal, but you’re one guy, you don’t have a business. How could I possibly want 

to invest in something like that?” But a lot of people got caught up in that.

If you think about catalysts and you think about major market drops, in 2008 we had this unbelievable 

situation that led to what we really considered the great recession for our economy. And the first 

sign that we were in trouble really occurred back in 2006 when housing prices started to fall. So they 

actually peaked around 2006 and at first realtors were really happy, and I remember this time period, I 

was taking out loan after loan. I was flipping a house.

This was just a wild time period. And it was a great opportunity for realtors. They were able to sell 

more. They were able to tell people that the market has taken a breather. There’s no better time to get 

into real estate than now. But what they didn’t realize was that there were way too many homeowners 

with questionable credit getting loans. Banks were allowing people to take out loans for more than a 

hundred percent of the value of their new homes. And you just think about that, “I’m going to buy a 

home, but I’m going to take out more than what the home is worth.” At that point it’s like you could 

just walk away from the house, not owe a penny, go bankrupt. And here the bank is sitting with a loan 

that’s way overvalued for that property.

Keith Kaplan:
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Really the Commodity Futures Modernization Act was the true villain of that crisis. It allowed banks 

to trade derivatives or mortgages, and that caused even more lenient lending as the more mortgages 

that you had at the time yielded greater banking profits. So if you’re a bank and you’re lending money 

to people that are questionable, you’re not caring because you’re also trading these derivatives and 

you’re making so much money. So everybody was incentivized to lend as much money as possible 

even if people couldn’t afford it.

I could go on and on about this, but the key here is that when something really irrational is happening, 

it’s bad for everyone. These are heights of the times you’ll see the most volatility. You’ll start to see 

that volatility as the market breaks down, and it just gets crazy. But today we’re in a much different 

situation than we ever have been before. Before the Coronavirus, we really had no single bubble 

waiting to pop in my opinion, but we certainly had some extremes that had me scratching my head

We were already at housing prices that were equivalent to the pre 2008 crisis. So I was surprised to see 

how much the housing prices have been rising over the last two to three years..

We were at all-time highs for consumer and government debt, like crazy highs for the debt.

Keith Kaplan:
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Keith Kaplan:

We were at all-time lows for unemployment. And that’s not necessarily a bad thing, but 

unemployment can only go so far down before it starts to have to reverse.

And when you think about stocks where it all time high... I’m sorry, not all time high. We were at all 

time high valuations back in 2000, but we’re at very high valuations compared to the average of the 

stock market. So I’ve actually been pretty fearful of the bear market since 2016, but I’m protected by 

tools. And I was riding the bull market pretty hard. So out of nowhere we have a pandemic hitting, 

it’s shutting down our businesses. It’s causing many people, at an alarming rate, to lose their jobs. It’s 

causing businesses to essentially go bankrupt. We haven’t really heard about that yet, but we’re going 

to hear about that.

And so I’m worried about the economy. I’m worried about what the fed is doing to artificially hold 

up the markets, but it’s possible that may be sustainable, but it may not be sustainable to save the 

stock market. So I was definitely worried before the Coronavirus pandemic, I’m worried now, but it 

really remains to be seen what the fed’s impact on our markets will be. I’m certainly very excited for 

investing in trading opportunities out there.

Frankly, it’s been pretty boring. Anybody who is looking at the stock market every day, anybody who’s 

trading and investing as much as a lot of us do, and reading what we all read in this newsletter world, 
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Keith Kaplan:

they’d probably agree with me that a slow bull market climate is very boring, and now I would expect 

to see a lot of market fluctuations. You’re going to see volatility come down, you’re going to see it 

spike right back up. You’re going to see highs, you’re going to see lows. And the key here is to be very 

vigilant, to be resilient and to have a plan. I think the most important thing right now is making sure 

that everybody has a plan.

Addison:

Do you have an idea of how the market cycles will play out? Let’s say we had to go 18 months... We 

were just writing some material this morning that was quoting scientists from the government team 

that’s put together, and they’re expecting this volatility, at least, what did we call it? Intermittent police 

state where part of the time you’re under lockdown, part of the time we’re trying to let the economy 

breathe a little bit to see if we can open restaurants and stuff like that without sparking a new wave of 

the pandemic.

So even within the way that the government is going to be treating the pandemic and also the way 

that the economy is going to be allowed to breathe and then closed down again, they’re expecting 

that to be 18 months. And if they’re saying 18 months, like anybody who works in the tech world, you 

know this, if you say 18 months, you really mean three years. So I’m just wondering, do you have a 

projection, just from looking at charts and stuff like that, what you feel like how long we’re going to go 

through a period of intense volatility?

I think the entire decade, we could see volatility like we’ve never seen before. We typically see 

volatility cycles that last from probably about one year to three years max. I think what we’re going to 

see is a tremendous amount of volatility. We’ll see some contractions, we’ll see volatility spike back up 

and I think the entire decade’s going to be a very wild ride for people. I think there’s going to be plenty 

of investing and trading opportunities. I think there’s plenty of stocks you can go long on, plenty of 

stocks you can short. Lots of options trades.

My gut tells me, especially with the way the fed is printing right now, that we’re going to see different 

asset classes go to zero. We’ll see some really rise. I think we’ll see the rise of both gold and Bitcoin 

to levels that we’ve never seen before. I think gold is just started right now and I think this whole 

decade’s going to be going to be tough. I think what we’ll see is that the average PE ratio of stocks is 

going to have to lower dramatically and companies are going to have to make way much more money 

to get themselves back to the stock prices that we were used to seeing at the top of the bull market 

in February.

I don’t think it’s necessarily going to be major big alarms that are going to go off. I think we’ll probably 

see a lower low than we’ve already seen in March of this year. And I certainly think that we’re going to 

see the stock market moving up, moving down, but we’re going to have a lot of volatility, and it’s just 

really important for people to have that plan and work to protect themselves.

Keith Kaplan:
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Addison:

We’ll get into TradeStops in a bit, and that’s a tool that you can use to manage volatility. And I’ll have 

you explain how it actually works because I think it’s going to be a vital tool for us to use in, like you 

said, the next decade because things are going to go up, things are going to feel down. And there’s a lot 

of government intervention in the economy that we’re... We’ve never seen it this is high before in the 

U.S. the amount of intervention, I mean.

So another question I have then is when stimulus money, so 17 million people have filed for 

unemployment. Not 17 trillion, there’s not even that many people on the planet. But 17 million people 

have applied for unemployment at whatever rate each state pays. So there’s a bunch of stimulus 

money that’s not even really be being counted as stimulus money. But then you have the $2 trillion 

package that’s already been passed from Congress. They’re asking for a trillion more.

Then they have government buy back programs which are affecting the credit markets. That the 

amount of government intervention in the market is staggering, and as everyone likes to use the word 

unprecedented, it’s unprecedented. We’ve haven’t seen this before. And we don’t know how long it’s 

going to last. It would probably last until we have a treatment or a vaccine for the pandemic. So this 

is a really irrational time. What are you doing personally with your own investments? How are you 

approaching it?

That’s a great question. And I totally agree with you. What we’re doing, we’ve just never seen before. It 

makes sense that they’re doing it. They’re trying to hold up the economy, but sometimes I’m worried 

is it more of a presidential reelection or is it really to help the economy? So it remains to be seen. For 

me, our systems flashed are really big, a major bear market signal back on February 27th and the 

market had already peaked. It had probably dropped about a 10 or 12% from a tie, but the signal flash, 

because the underlying components of major indexes like the S&P 500. So all the stocks in the S&P 

500 we’re returning what we call red in our system at an alarming rate.

So I’ll be honest, I’m running a business. I’m traveling all over the world. I’m pretty complacent as 

the bull market goes, but I know that I have my alerts set up, and I’m good to go. The system will tell 

me when to get out. And when that flashed on February 27th I said, “Okay, it’s wake up time.” I very 

simply went into my brokerage account. I looked at all of the stocks in my portfolio, I compare them 

inside of our tools, any stocks that were, what we would call really bad seeds, like red stocks, and 

that’ll make more sense as I explained our system, any red stocks I sold immediately, any green stocks 

that I had, sometimes I bought more of them, and then I also was just basically looking for what I 

would call bargains, stocks that had fallen a little bit from their high, but they were still trending up. 

They were in a really healthy state within our system. I was buying more of those. I was buying put 

options on stocks that were going down, and I was even selling covered calls.

I don’t know if our readers know what covered calls are, but really simply I had these fantastic stocks 

in my portfolio that I believed in for the long-term, but they had fallen from their highs and I wanted 

to hang on to them. They hadn’t fallen enough to make me want to jump. So what I was doing was I 

was selling call options that basically had a very short expiration timeframe, anywhere from about one 

week to six weeks, so I can make a little bit of income inside of my portfolio while the market came 

back to life.

And so for me it’s definitely not a time for me to be totally out of the markets. I can’t really think of any 

Keith Kaplan:
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time I’d want to be totally out, but on February 28th when I started selling a bunch of my stocks, I’d say 

I probably went 50 to maybe even 75% cash, and then I’ve been in a buying frenzy ever since. I’m just 

looking for great stocks, great evaluations. I’m trying to not chase very risky stocks that aren’t healthy 

businesses right now. Those seem like... It really seemed like grenades waiting to happen. So that’s 

pretty much what I’ve been personally doing.

Keith Kaplan:

Keith Kaplan:

Addison:

Well, we’re talking about the virus as being the pin that popped the bubble, we’ve been talking about 

that for a little while and then there’s a psychological change that you have to make in your investing, 

if you’re used to seeing stocks rise on trend, which they had been for a long time, since 2012, then 

have to, if we enter into those period after the bubble is pop, where it’s, first of all volatile, but it’s also 

trending downwards, you have to change the psychology of the way that you’re approach 

your investing.

One of the things that we’ve been writing about on a regular basis is that the stocks that you liked 

when they were at peak prices in February are still the same companies that you might like when 

they’re, whatever, 20% cheaper. So that’s one way of looking at investing in a bear market, is you buy 

up the stuff that got cheaper as long as the underlying value of the company still exists and you expect 

it to continue when the economy opens up again, that’s one way of looking at it.

But there’s also a sector way or like a technical way of looking at what stocks are going to benefit. I 

can imagine pharma stocks are going to be pretty popular. And then also what stocks are likely to get 

hammered, like any of the big restaurant chains and stuff like that. So I guess I’m curious about what 

your opinion is on shifting your viewpoint as we move into what is likely to be either a flat or 

bear market.

Yeah, absolutely. One of the things that people have to really watch out for are travel stocks. So 

typically, anytime you hit a recession, travel is the last thing to go. Entertainment, eating out, going to 

the movies, these are the last things to go. And this time travel went so quick and so hard. When have 

you ever heard of cruise lines canceling cruises proactively for the next couple of months, and not 

even being willing to cruise out of certain ports. And the margins are low. So I’d be really, really careful 

about travel. Those look like bargains, but we have not seen how the government’s going to step in. 

Most cruise companies can’t even... They don’t even file taxes in the U.S. So how would we bail them 

out? What’s the benefit to us? They’re going to have to go through some leaps and bounds, some 

big changes.

Restaurants that’s something I’m very worried about. I just read an article talking about when 

restaurants reopen, they should take the capacity of the restaurant, reduce it to a third. So if you can 

see a hundred people, only allow 30 some people to come into that restaurant so that everybody stays 

socially distant. They’re recommending that you check people’s temperatures on the way in. It’s going 

to change how we live our lives. And just imagine that impact the economy.

So you want to be really careful about any stocks that are quote unquote, you’re going out to receive. 

People are going to be scared to travel. Some people are going to be traveling more than ever. They’re 

going to say, “I’m going to live my life, these are bargains, I’m going to travel.” But you want to watch 
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the travel industry. You absolutely will find great deals when you’re talking about work from home 

type of services, like Zoom, Microsoft, Amazon, anything that you can get in this economy, delivered 

to your house or fulfilled at your house. Netflix.

Economy delivered to your house or fulfilled at your house, Netflix, those sorts of different stocks and 

companies, they’re going to probably really thrive over the next decade. I don’t think we’ll ever quite 

be the same. I think once you get vaccines and once you get treatments, we’ll get much better. But 

people will be way more scared to get sick than they’ve ever been. Even the swine flu pandemic that 

hit. The key too, the worst businesses to buy, especially in this type of market, would be the ones that 

were already running on debt. So your Sears of the world, JC Penny.

I wouldn’t be surprised if those companies finally went bankrupt and it really just kind of depends 

who buys their debt. Right? If their bonds start crashing, if nobody’s willing to buy their bonds as 

consumers, people like you and I, and the government doesn’t step in and buy these junk bonds, 

which they’ve said they will, but who knows what’s going to happen. Those businesses are going to get 

crushed. I mean I’d be buying puts on them or shorting those stocks. I definitely wouldn’t be buying 

them. My focus would be anything that can grow while people are remote at home.

Keith Kaplan:

Keith Kaplan:

Addison:

That’s a good little segue into something we were writing about earlier. Zoom is a perfect example of 

the volatility in the marketplace right now. It was riding high in early March and then it looked like 

a good bet because, like we’re talking on Zoom right now. A lot of work is being done remotely from 

home and a lot of online classes for students, both high school or, I don’t know actually what they’re 

doing with the elementary kids, but high school and university classes are mostly done online. Zoom 

is one of the go-to companies. So it seems like a good bet for investing. But if you look at the way the 

stock has been trading, it was at 164 and then it was down to 130 something and then it went back up 

to 150 and then it went all the way down to 111 and then now I think it’s trading at like 140 something. 

It’s a crazy ride even for the stocks that you would think would benefit from using the service that 

they have.

Yeah, absolutely. Zoom, I’m very familiar with Zoom. We’re not only using it today, but I’ve been 

using Zoom for many years. The problem that Zoom just hit was they got such a surge of users that 

they started to have service issues, but they also attracted hackers and so people were figuring out 

ways to get into Zoom really terrible images, the type of things that we’d all be mortified if our kids 

saw them while doing these school classroom things. Zoom’s stock took quite a big hit, but the one 

thing was security. As long as you’re not... I don’t want to minimize what they were doing. It was pretty 

terrible. But there’s really no backup to Zoom. There’s not many services out there that are great that 

can displace Zoom and take advantage of that.

But the thing with security is when you’re not affecting people’s money, people tend to forget, right? 

So Zoom will fix those security holes. They probably already have. I think they hired somebody from 

Facebook’s security team to help them out. That stock will soar because everybody’s going to be using 

it. I mean, I’ve seen people having these virtual happy hours and getting their friends together and I’ve 

just never thought that we would ever have something like that. A great point about Zoom, it’s got a 

ton of volatility and there’s actually a really, really good way to make sure that you’re staying safe when 

buying Zoom. We’ll talk about that later.
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Addison:

Addison:

Yeah. It’s interesting. We have an office in Paris and I’ve been getting invited to virtual happy hours on 

Fridays from Paris, which gives me a good opportunity to practice my French. But it’s very awkward, 

especially because my French is not so great. Let’s keep moving on. Let’s bring it back out. When we 

move into a bear market period, what are some of the common mistakes that people make when 

they’re managing their own money? Like if they’re not just counting on the money manager of their 

401k account or their IRA or whatever, what are common mistakes that people that are trying to trade 

their own money? What happens when the psychology of the market changes?

The three problems probably have one thing in common that you’re describing. One major 

component is the emotional attachment.

Keith Kaplan:

Yeah, it’s a great question. It’s funny. I get a lot of calls when we hit a bear market about what does the 

software say? I really need to jump into software and use it. I always tell people it’s never too late to 

get started, but people make the same exact mistakes in both a bear market and a bull market. They’re 

really no different. The problem in bear markets and why it’s so important to hear these three mistakes 

that I’m going to cover and solutions to them, is that people will make more aggressive mistakes, the 

same ones, but they’re going to make them more aggressive and it’s going to happen because of fear. 

They’re going to see these mistakes, harm them. They can no longer be complacent and wait for the 

market just to go up and they’re just going to get totally slaughtered when they’re basically trading on 

fear.

I have three things that people, I always say, always get wrong, but some people get these right. Most 

people get these wrong, these three mistakes. But let me start by telling you what people get right. 

This is a really, really important point. People typically pick the right stocks to invest in. I’ll explain 

what that means. It doesn’t even have to be that they’re scanning the stock market to pick them. They 

might hear them from a friend. They might get a lot of conviction from a newsletter guru or an analyst 

that they read, but they typically pick the right stocks to invest in. What they do wrong though is really 

important and it harms the view of understanding that you picked the right stocks.

The first thing they get wrong is typically people will invest in a stock and they will then ride that stock 

to really low lows for maximum loss. They’ll even buy more of that stock when it goes down. That’s 

problem number one is riding stocks to all-time lows, buy more of a stock when it goes down. The 

second problem is that they typically sell their winners way too early. Stocks will go up, you get a little 

bit of a profit and you say, “I’m going to lock in that profit. I’m going to sell it. Can’t possibly go higher.” 

Then the third mistake is that people will put way too much money into a risky stock and not enough 

money into a conservative stock. They’ll buy much more of a stock like Zoom that’s bouncing all over 

the place and they’ll ignore a stock like Johnson & Johnson and just buy a little bit of it.
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Keith Kaplan:

Keith Kaplan:

Keith Kaplan:

Absolutely.

Absolutely.

Absolutely. I always joke and tell people that the math doesn’t lie, but typically people don’t lie either. 

What they like to do is they like to brag about their winners no matter what the percent is they gained. 

People will brag about 10% but they never tell you about their losing stocks. They never tell you about 

their losing trades. It was funny, I didn’t even understand that these were real problems and how 

emotional of beings we really are. But I’m just a math and computer nerd and I always tell people I’m 

a great use case for these problems as well. As ones and zeros as I tend to be, I still get very emotional 

about the stocks I buy even today. Even after what I tell you, I get emotional, but I trust the math. I 

finally trust the math.

Addison:

Addison:

You’re either emotionally attached to the stock itself because you think it’s a great thing, and I think 

that will happen. I mean that happened with Uber a little while ago, but that didn’t go anywhere. I 

think that’s probably happening with Zoom right now is like, oh of course everyone’s using Zoom. 

That one’s going to go up. So you get emotionally attached to the stock. Another thing that happens 

is you get emotionally attached to your conviction. You’re like, “Oh these stocks are definitely going 

to go up.” Just because of the market condition or whatever and, I don’t know, you get that level of 

conviction where you’re like, “I’m not giving up.”

That’s harmful. Then the last one is you, you ride things all the way down and think that you have to 

double down in order to save your pride or something. It’s like a weird emotional thing that happens. 

Right?

I think this is where the technology component really helps is it gives you a chance to check yourself, 

check your emotion. If the charts don’t look like they’re going your way, there might be a reason for 

you to reexamine your original idea and not fall in love with it.
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Keith Kaplan:

It’s funny for me, I historically bought the right stocks. I thought I was a great investor and I did those 

three things wrong. I realized that most human beings make these same three mistakes and even 

some of the world’s best investors come to the same problems that we have. I honestly did not even 

know that these were problems until I stumbled upon TradeSmith five years ago. I was building a 

portfolio tracker for a major newsletter publisher. One of my rules is I try not to rebuild something 

that exists. I stumbled upon TradeSmith and immediately fell in love. Within the first hour of meeting 

TradeSmith, I found that it’s supported by two Nobel prize winners, Daniel Kahneman and Richard 

Thaler. They’re both behavioral economists and their focus is that they believe that investing for 

success is mainly about behaviors. It’s not about the stocks that we pick.

Remember earlier I was saying we pick good stocks. That’s not the problem. We, us human beings, are 

the problems. Daniel Kahneman, he’s known for his groundbreaking work in applying psychological 

insights to economic theory, particularly in the areas of judgment and decision making under 

uncertainty. Think about uncertainty. When we buy a stock, we really don’t know what’s going to 

happen to that stock. We speculate, we listen to analysts, we look at technical patterns, but that’s really 

uncertainty. We have to exercise judgment. We have to make decisions under that uncertainty. That’s 

really important to know.

Richard Thaler, he’s the father of behavioral economics and I never even cared about this stuff until I 

met TradeSmith and I understood the philosophy and the mission of TradeSmith. But Richard Thaler 

was a key proponent of the idea that humans do not act entirely rationally. If you really think about 

that, think about everything you do in a day and reflect upon it. Sometimes you will reflect upon what 

you’ve done in a day and you’ll rationalize why that was the right set of things to do. But really, you’re 

rationalizing it after the fact. The truth is that we’re not very rational beings. We think we’ve got our 

stuff together, but we’re not very rational beings and we need help to be rational and get us out of our 

own heads.

These two Nobel prize winners, they’re very qualified to help us see that investing for success is 

mainly about our behaviors and not about those stocks that we pick. So just dissect these problems. 

We’re emotional beings. We do a lot in life based on how it makes us feel. Based on how we feel, we 

react. We gain pleasure, we get fearful, we feel emotional pain. It really is a roller coaster, just like you 

were saying. It’s just these emotions that get the best of us.

Addison:

Yeah. Let’s talk about emotions because there’s a plethora of emotions going on right now. People are 

stuck in their homes and the family dynamic has changed a little bit, probably a lot for a lot of people 

and at the same time, we’re worried about... I’m worried about the economy, I’m worried about 

what the mounting debt load is going to mean to future taxes and stuff. There’s a lot of things to be 

emotional about.
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Keith Kaplan:

Keith Kaplan:

Oh, yeah.

Yeah, absolutely. Let me kind of start with problem number one, which is people hanging on to their 

losers. TradeSmith as a company, we’re all about trends and momentum and this is a major key to 

investing. Momentum is a very important investing strategy by professionals because winning stocks 

tend to continue performing well in the near term. Professionals love momentum as a key factor. They 

also call it the persistence factor. What that means is that when the stocks persist in a direction, they’ll 

keep trending in that direction. So think of it this way. When a stock is not performing well, it’s falling. 

It will tend to continue performing poorly, especially if you’re comparing it to the market and the 

market is going up. You have the market going up and you have a stock trending down. That’s a pretty 

bad sign.

Research shows that this momentum factor has been one of the strongest generators of excess returns 

through time. Momentum is what we call a factor. When you invest or when you trade, you want to 

see what different factors say and all of those factors are categorized. To make things simple, I’ll just 

say this. If you have an analyst and that analyst is looking at a public company, they’re evaluating 

products, services, management team, fundamentals, and they’re focused on trying to figure out the 

value of that company. They’re looking at the position in the marketplace, and they really team up that 

sort of information with this independent factor called momentum. If both of those say buy, you have 

a very likely winning stock on your hands. So if you have an analyst at Agora Financial saying, “This is 

an incredible stock to be in,” and a system is saying the momentum’s going your way, that thing has 

the highest likelihood of being a winning stock out of any of the stocks that you’re looking at.

Back to people hanging on to their losers. When you think about momentum, if you see a stock that 

is trending down, people start to clam up, they’ll panic. Most of the time they won’t sell that stock. A 

lot of times they’ll buy more, and you were just talking about this. They’ll ride that stock all the way to 

the bottom. They’ll think that if they put more money into it, it’ll come back. They can break even at 

half the price they bought it at. But these Nobel prize winners found that people are risk seeking when 

they’re losing. So let me say that again. You’re losing, a stock is going down, and you’re risk seeking 

when you’re losing. What that means is that people are literally taking on more risk as the stock drops 

by staying in that loser way too long and even buying more of that losing stock.

Addison:

You have to manage your investments and keep a clear head about that. What you’re suggesting is that 

technology can help us do that if you just stick to the program. Let’s talk a little bit about emotions and 

then why the platform that you’ve developed can help manage those emotions even during difficult 

times. Like we’ve said, we’re expecting volatility for a long period of time as the new cycle goes and 

also as stimulus gets injected into the economy and into the financial markets.
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But we have proven that there’s an optimal point where people should just be exiting a stock that 

they are. That stock is dropping. You don’t buy more. You go with the idea of momentum is going to 

continue to roll. You stop buying more and you exit it at a perfect time when you should be exiting it. 

What I’m going to say is probably counterintuitive to our emotions that I’m describing. Really it’s that 

you have to exit the stock when it’s falling. You don’t buy more, don’t ride out the storm. If you have 

a good reason to own a stock, like if you’re looking at Hershey and you know Hershey candy bars are 

the best, they’re going to be around forever, it’s a great business with excellent cashflow. It’s a fantastic 

business. You can watch that drop and let it drop and you could even buy more at a deep value 

discount. I would do that.

But look across your portfolio. Do not ride out the storm with these stocks that are falling that they’re 

going against you, especially if the market is reversing. If the market’s trending up and a stock is 

continuing to turn down, it’s a loser. A lot of people, when I tell them that, they say, and it’s a very 

natural question, “Keith, how do I know that a stock has fallen enough for that stock to be considered 

the time when I should exit? Or that point to be considered at the time when I should exit.” I tell them 

it’s a really simple concept and it’s called a trailing stop. For anybody who doesn’t know what a trailing 

stop is, and we’ll use this idea of a generic trailing stop, a lot of people will tell individual investors 

have an exit point to get of a stock. If you don’t know the exit point that’s right for you, just use what 

we call generic 25% trailing stop. You’ll see that in the industry.

Some people recommend 15%, 20%, but typically you see 25%. A trailing stop is actually pretty simple. 

Let’s say you buy a stock at $100 and you set yourself a 25% trailing stock. What you’re really saying 

is that at the highest that stock goes while I own it, if it ever drops more than 25% from the high, I’m 

going to sell it. So if you bought it at $100, it never rose above $100, but let’s say within three months 

it hits 75. I’m now at my 25% trailing stop. I’m not going to be emotional about this stock. I shouldn’t 

be in it any longer and I’m going to sell it. But on the flip side, if that stock goes up a bit and it goes to 

$200, then it falls down to 150 which is 25% above that most recent high of 200, that’s the point you 

would exit. The job of a trailing stop is to make sure that you don’t exit that stock too late and you also 

don’t exit it too early.

Keith Kaplan:

Addison:

So in a way, the trailing stop works like insurance on the way up. You’re moving the trailing stop 

up with the investment as it accrues. Right? Then when it starts to fall for whatever reason, it could 

be market conditions or it could just be the victim of volatility like we’ve been talking about. Then 

you could lock in your gains by having the trailing stop follow it up. Then if you’re picking the right 

stocks, you could have multiple one of those trending up at the same time. Then instead of getting 

emotionally attached to any one of the stocks, you’re setting a system in place to alert you when it 

doesn’t look like it’s going your way anymore. But you could still lock in gains that way.

Keith Kaplan:

Absolutely. That’s a really good point. The first thing that that trailing stop does is it solves problem 

number one, knowing exactly when to get out of the stock when it’s going against you, when it’s 

falling. Don’t buy more. Sell it at this perfect moment. But really the second problem was that people 

tend to sell their stocks way too early. You just hit the nail on the head. A lot of people will say that, 

“Hey look, this stock just went up 10%. Of course, I bought it to go up, but I just didn’t expect it would 

go up right away. I want to lock in my gains.” It’s because they have all this pain in the past where they 

experienced the stock falling and they buy more of it. They ride it too long. So people tend to really cut 
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their winners.

Back to the Nobel prize winners, what they found was that people are risk averse when they’re 

winning. They are risk averse when they’re winning. That means that they’re not taking risks when 

they should. I’m not saying buy more of that stock as it goes up, although that is a great time to buy it 

is when a stock is trending up. But what I’m saying is stay in that stock. Do not get out of it too early. 

Make sure that you’re following that trailing stop so that you can exit it at the optimal time. These two 

problems that people have, they completely destroy portfolios. They ride their losers and they cut 

their winners.

Your goal is to get rid of your losers and ride your winners and basically you want to go as high as you 

possibly can in a stock and win as much as possible before you exit that stock. As soon as that trailing 

stop triggers, once that stock has gone against you, you want to sell it. Don’t be emotionally attached. 

Don’t say, “Oh it just went up 300%, it can keep going.” Because now you’re at the point where the 

stock has fallen. By deploying a simple generic 25% trailing stop, you can cut your losers, you can ride 

your winners to maximum success. I mean it’s phenomenal. I would love to show you a couple charts 

if you’re up for that.

Keith Kaplan:

Keith Kaplan:

Addison:

Addison:

Yeah, I’d like to take a look. I just want you to repeat this phrase because I like it a lot. Get rid of your 

losers. Let your winners ride.

Exactly. Cut your losers. Ride your winners.

Okay. Let’s do it. All right. Show us some charts so you can see how the trade stops or the trailing 

stop works.
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Keith Kaplan:

Yeah, you got it. We have a mutual friend, Dr. Steve Sjuggerud. He’s had True Wealth service in our 

industry for probably about 20 years now. This was just absolutely amazing. 

 The chart that I have on the screen, we basically took his investments over the last. This was about an 

18 year study. We took his investments and we ran them through our system. The very first thing we 

did was we said that Steve outperformed the S&P 500. Here you can see that he did. He outperformed 

the S&P 500, and that’s really important. It’s important for anybody who’s investing. You want to beat 

the markets. When they fall, you want to fall less. When they rise, you want to rise more. Otherwise 

you should just buy an index fund.

But what we did in this study was we took the same exact stocks that Steve bought. We bought them at 

the same exact time for the same amount of money that he did. All we did differently... Steve is a PhD 

in finance. He’s fantastic. 

All we did differently was we exited them at the 25% generic trailing stop. So if the stock rose and then 

it fell 25% from a tie, we sold it. But if it stayed in an upward trajectory, we stayed in it. Same stocks 

bought at the same exact time, and we were able to beat Steve’s performance. He bought the right 

stocks, he just didn’t sell them at the right times.
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Addison:

Oh wow, that sounds spectacular. And the way that the conversation is going right now, it sounds 

like the platform is pretty easy to use. You want to walk us through what the thought process is for 

establishing trailing stops, trade stops?

Keith Kaplan:

Yeah, absolutely. So with trailing stops they help you ensure that you stay in your winners and you cut 

your losses. It’s a huge theme, especially when there’s a lot of volatility, but Addison, I got to tell you, 

there is an even better way to find the optimal trailing stop for any stock you own.

So what I want to show on the screen is this formula. And really what happened was after years of 

seeing what happens with generic trailing stops, we realized that there is a much better way to do this. 

We invented what we call smart trailing stops. And this is the most important concept to remember as 

I introduced smart showing stops. Every single stock, every mutual fund, every index fund, et cetera, 

they all behave differently. So how can you possibly expect a generic 25% trailing stop to 

work universally?

So I just showed you that trailing stops are phenomenal. And I showed you what happens when you 

use a 25% generic trailing stop. But think about it, you can’t apply that to everything. Nothing works 

the same. It can’t be universal. But I have to say that using even just a 25% trailing stop is much better 

than doing nothing. So after we invented a system to simply track and alert you on trailing stops, and 

we made it super easy to use, we invented an algorithm called the volatility quotient, and we just 

call it VQ for short. And so you could imagine it’s called the volatility quotient, so it has to be a major 

measure of volatility. So the VQ is a measurement of volatility in any security. So it’s stock, mutual 

fund, whatever. I’m just going to make this easy and I’m going to say stocks.

So, but anytime I say stocks, you know that it applies to mutual funds, index funds, and so forth in 

our system. So that measurement is boiled down to a percent that we should comfortably expect 

movement in a stock up or down over time. It’s basically the risk that’s built into a stock and every 

single stock is different. Even though you get some broad moves in a stock market, each stock moves 

independently of the next stock. And sometimes you’ll see a grouping of stocks move up at the same 

time, but they all have a unique VQ. They all do move differently. And that percent of the VQ is exactly 

how you can deploy what we call a smart trailing stop. So that way you know if you have to wait more 

or less than what a generic 25% trailing stop would do for you.

So let me repeat. A 25% generic trailing stop, if you walk away with nothing else, if you sell stocks after 

they fall 25% from their high, you’re going to do way better most likely than you’ve ever done in 

the past. 

But this VQ number, it’s so powerful. I’ve even called it at times the most important number in finance 
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because it can tell you so much and got investing like never before.

So think about it. This one custom number for every single stock can help you understand exactly 

when you should sell a losing stock and exactly how long you should stay in a winning stock. So 

you can cut your losers, ride your winners. But when you look at this, I’m going to show you a table 

here. And when you look at this table, you could see how different stocks or funds move, how much 

volatility they have inherently built into them.

And this explains a lot to you. So if you’re looking at Johnson and Johnson, you’ll see Johnson and 

Johnson has a VQ of almost 14 and a half percent. But then if you look at our friends over at Tesla and 

I absolutely love Tesla, I think their cars are amazing and I’m blown away at their battery technology. 

They are a piece of technology on wheels. But the thing I have to understand about Tesla is its 

volatility is almost 43%. So if I just compare Tesla and Johnson and Johnson, I can see Tesla is about 

three times the amount of volatility as Johnson & Johnson.

So here’s what that means. If I’m investing in Johnson & Johnson and I have a 25% trailing stop, for 

me to hit the 25% trailing stop, that stock has to move way outside its normal volatility. So that’s why I 

would want to set Johnson and Johnson at a 14.44% trailing stop to match its historical volatility.

And when we go above that amount of volatility, when it falls more than 14 and a half percent from 

its high, I know it’s time to get out of Johnson and Johnson unless that’s one of my forever stocks. 

I can tell you Tesla is not a type of forever stock. We can’t make bets on where Tesla is going to be 

in 10 years and they have volatility that is through the roof. They’re at over 42%, and granted, I love 

Tesla. I definitely have bought Tesla in the past. I’ve definitely traded options on Tesla. It is a fantastic 

company. I think it’ll be around, but they have a lot of debt. They became profitable recently, inside of 

their year. But it’s a company with a lot of volatility.

So if I put a generic 25% trailing stop on Tesla, I’m not letting that stock move around enough. I have 

to understand that if I want to invest in Tesla, I need it to move at least 42.73% from its high before I 

should exit that position, because Tesla could drop 35% from its high and then run up 200% more. 

And over the past six months we’ve seen unbelievable volatility in Tesla.

So, I just want to jump back to our friend Steve Sjuggerud and show you another chart. If you 

Keith Kaplan:
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Keith Kaplan:

Keith Kaplan:

remember earlier we said that a 25% generic trailing stop, buying the same exact stocks that Steve 

bought, but exiting them at a 25% trailing stop, we were able to beat his performance. 

Well when we use trade stops, volatility-based stops, we were able to almost double his performance. 

Again, same exact stocks, but using the exit point defined by the volatility quotient, the VQ. So it’s an 

incredible system, super easy to use. It tracks everything for you and it sends you the alerts exactly 

when you need to sell.

Addison:

Addison:

Okay. I want to go back briefly to the quotient itself. So VQ percentage equals three times a hundred 

times the square root of a bunch of Greek letters, is that correct?

Yes.

So when using the platform, TradeStops, you don’t have to know this math. I went to school in classics 

and I recognize the Greek letters, but I have no idea what any of that means. And I was just taken 

to task this week in the reserve letters by an MIT professor. I am assuming he’s in math because I 

couldn’t read the exponential quote that came out of my calculator when I was trying to figure out 

what the cost of unemployment was going to be.

So this looks, I’m going to use the cliché just because I feel like it, this looks like Greek. So you don’t 
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Addison:

Addison:

Addison:

have to know this math in order to understand how TradeStops applies a trailing stop that makes 

more sense to your portfolio than just a generic 25% stop. And the reason I’m bringing that up is 

because as you’re pointing out with the chart, each of the stocks has its own quotient that you should 

pay attention to. So walk me through this chart again just so that I understand. The VQ column on the 

table is the trailing stop that you should put in place for that particular stock?

Keith Kaplan:

Keith Kaplan:

Exactly. So the VQ is really, it represents the amount of volatility in the stock that we should expect, 

and that’s volatility up and down. And so think about it as the risk built into the stock. So, for instance, 

if I’m looking at Johnson and Johnson and I put $10,000 into Johnson and Johnson, I should expect 

that Johnson and Johnson should hopefully just keep rising. But if it ever falls more than 14.44% from 

a tie, so let’s say I put in $10,000, I’m really risking a little over $1,400 within Johnson and Johnson 

because I’m giving it about 14% room to breathe, room to drop, before I would say that it’s gone 

against its normal expected volatility range.

And if I look at Tesla and I put $10,000 into Tesla, I’d have to give it over $4,000 of risk the day I buy 

it. So it could go right down, but I have to wait 42% of a drop before I would expect that it’s behaving 

outside its normal expected volatility.

Okay. And you’ve also, and I find this really interesting, you’ve developed a, it looks like a stoplight 

to me, and I’ve been following it so I understand how it works, but maybe you could just walk us 

through. Instead of following the formula and the buy and sell signals, you’ve developed a pretty easy 

system for understanding when it’s time to sell, when it’s time to be cautious and when it’s time to buy 

and that’s-

Absolutely.

That’s on individual stocks, in a bull or bear market.
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Keith Kaplan:

Exactly. A lot of people were benefiting from just our big invention of the VQ, and knowing exactly 

when to sell, whether it’s a winner or a loser, knowing exactly when to sell. But they were coming 

back to us and they were saying, look, we just sold a stock we love, and thank you for helping us to 

sell that at the optimal time. But when do I get back in? And also people wanted to know when I first 

buy a stock, is that the best time to buy it? So I always like to say we actually invented an even better 

mousetrap. And you can quickly and easily manage in our system VQ stops and alerts. But people 

wanted more. So we basically created this very simple stoplight system. 

Red means sell. Yellow means you’re in a cautionary period, don’t buy, don’t sell, and green is a great 

time to buy.

And you can use this however you would like. But this is how we like to use it, and it leverages the VQ 

behind the scenes. We call this system the stock state indicator system. And it’s so simple. All you have 

to remember is red, yellow, green.

So let me tell you about this incredible research study that we did. With the SSI system we did a 

research study of over 10,000 trades during a 20-year time period in history. And what we found was 

by simply using the SSI system to determine exactly when to get into a stock and exactly when to get 

out, and of course when to buy back in after you exit a stock, that we had 110% chance for the trade to 

be a winning trade versus when you buy a stock that has just turned red and is trending down.

So if you remember earlier we said people tend to want to put more money into their losers and not 

focus on their winners. People also buy stocks just because they’ve fallen, but you’ve really got to have 

a good story behind that stock if you’re going to buy it when it’s trending down. Because as we know, 

the trend is our friend, momentum matters.

And so we found that the winners, when I compare the stocks that were green when I bought, versus 

red when I bought in the study, the winners had a 260% higher average gain when you bought them 

green versus when you buy them red, and not all stocks go up. Some stocks do suffer a loss. We found 

that you had 39% less average loss in our system versus when you buy a stock that’s green versus when 

you buy a stock that’s red.



22

Surviving and Thriving During the Global Pandemic of 2020

Keith Kaplan:

Keith Kaplan:

So the thing is if you’re looking at this table that we have, it clearly shows that when stocks are 

trending up, when we get that confirmation in our system that they turn green, it’s a great time to buy. 

And when we get that confirmation that it’s red, it’s a great time to sell. And I put together a couple 

charts, if you would indulge me I can show you some of my terrible trades that I’ve made, and also 

show you some other trades that people have made and why the SSI system is so powerful.

Addison:

Yeah, I’d like to see that. I think that learning from trades that don’t work is just as important as the 

trades to do work. Of course, we want all of our trades to work, but learning from our mistakes, it’s part 

of the process. So let’s take a look and if you could walk us through the trades that you’ve made and 

we’ll see how it pans out. Let’s go.

Yeah, absolutely. So the first one was Rubicon project. And when I bought the Rubicon project, I 

wasn’t really ... I had already met the folks at TradeSmith. I was loosely using TradeStops, but at the 

time it was a bull market. We had returned from 2016 when we had a bunch of volatility and I was 

pretty complacent, and I had a lot of conviction around the Rubicon project and I bought it. 

And I bought it in July of 2017, and I threw in the towel after losing a little over 60% in October of 2017. 

But here’s the thing, had I used a 25% trailing stop, I could have cut my emotion short, I wouldn’t have 

ridden the stock all the way down, and I bought it because it was on a downturn. Let’s be honest.

I could have only lost 22%, but had I just waited after I thought it was a great purchase until we had 

trend confirmation and SSI entered, I could have bought this in April of 2018 and stayed in the stock 
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Keith Kaplan:

and had an over 243% gain. And that’s with nothing other than just letting the system do the math 

for me.

And I also bought Auto Zone in 2016 around October of 2016, and that stock went against me. 

I got out really fast. I didn’t wait for any sort of trailing stop. It went up and then went right back down. 

I got out with a 5% loss. But had I just used the SSI entry tool, I could have bought when it turned 

green and I could have made 58, a little over 58%.

So if we look at a couple of popular stocks, people always say, “How’s this stock performing? How’s 

this other stock performing?”. And we look at it with the SSI system. 

What you’re seeing here is a chart of Sunoco, and Sunoco during a time period of about three years 

lost 34% because of this major bear market crash that we just went through. But had you used the SSI 

system, you would’ve gotten out a month earlier before it crashed, and you could’ve made 18% in this 

time period when Sunoco lost 34%.

And our friends over at Carnival Cruise Lines. 
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Keith Kaplan:

Keith Kaplan:

If you had used our system back in 2012 and entered when the SSI system, the simple stoplight 

system entered, you would have exited around 2016, you would have reentered in 2017 when we had 

confirmation of an uptrend, and you would have actually gotten out about halfway through 2018. And 

you would have avoided a major amount of volatility. When the markets were actually performing 

really well, Carnival Cruise Line was sloshing all over the place.

You would have avoided all that volatility. You would have made 28% in a time period of about five 

years on Carnival Cruise Lines versus losing 73%. And here’s the worst part, a lot of people probably 

bought in Carnival up here at the peak, right after, this is probably about January of 2018, and 

would’ve ridden it all the way down and they probably sold at a loss, so they might’ve even bought 

more as it went down. And that was about a 90% loss. So it’s unbelievable what this SSI system can do 

for you. It really just helps take the emotion out of investing.

Addison:

So these are current events. Can you also talk about what’s happening in the retail sector? I know 

one of the stocks you’re following is Wendy’s because their, I imagine that their income has dropped 

dramatically in the last six weeks or so. So can we take a look at how the system would work on a retail 

like that? And I’m picking that one in particular because I know that you’re following it.

Yeah, absolutely. I love Wendy’s. I think Wendy’s is fantastic, and it’s interesting, if you look at 

Wendy’s, the last time we entered green, well before 2020, with Wendy’s was during 2016, it was 

probably around June of 2016. 
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Keith Kaplan:

And Wendy’s had quite a run all the way up till February of 2020, and we stopped out and if I zoom in 

for you can see here what that stop out looks like.

We got out after it fell from the high, it’s VQ percent, we exit red. It goes through all of this turmoil 

when people in America weren’t sure what’s happening. The government wasn’t sure what’s 

happening. There was major fear and volatility built in. 

We hit a bottom around mid-March and it starts to come out of that bottom, and it got enough 

confirmation in our system based on our algorithm to reenter green right around March 20th, and it’s 

been going strong ever since then. It even hit a high since it entered early April. So I love Wendy’s, but 

I also know that I love making money on stocks much better than staying in them. So as soon as it hits 

red, I sell and when it goes back to green, it’s a great time to reenter. And-
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Addison:

Addison:

Okay.

Can I look at that chart a little bit closer? So you reenter but then the line, what are we calling this? The 

red line, I guess we’ll have to call it the red line.

The red line is the exact trailing stop that’s in place based on the algorithm. Is that correct?

Yeah, go ahead.

Exactly.

Keith Kaplan:

Keith Kaplan:
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After reentering March 20th.

Okay, that sounds good. And also, I know that you’re tracking visa, which is a consumer credit vehicle 

for most people. And a lot of people are riding their credit cards right now. So what’s that look like on 

a chart?

Exactly. So, you see we have no red line when we’re out of the stock. And down here you can see it’s 

currently red in our system. The moment it turns green, we show a red line on the chart and we use 

that red line to determine what our stop point would be.

Yeah, absolutely. It’s funny, you wouldn’t have expected a company like visa to have any sort of major 

drops because we haven’t been saying there’s going to be a financial crisis, visa is a very, very strong 

company. They make money in a lot of ways, but they actually hit the red zone in the beginning of 

March, and so what happened was you see this huge run up. 

I’m looking at a chart here of about the last year. You see this huge run up for visa. You see it, they 

made a high in February when pretty much the market made a high and then they dropped down. We 

Keith Kaplan:

Keith Kaplan:
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exited around $180 a share in the beginning of March.

And then were able to reenter here in this time period with a stop out at 140 we were able to reenter 

around $165. So we’re entering lower than where we exited. We still have some good volatility built 

into the stock, but it’s currently in the green zone in our system and visa is a great company, and just 

following this system you can save yourself a lot of money and certainly a lot of headache.

Addison:

Addison:

Yeah. I want to ask a little bit more about this one. So the volatility that we’re talking about and we 

have been examining in the markets, really starts after the high in February. And then there’s this 

sharp sell off during the virus period, and then each time there’s a positive, maybe it’s the, what do 

they call it, the curve is flattening in New York, every time there’s something in the news, then we see a 

slight bit of optimism in the market, and that’s this period here between February and April where the 

stop works and then you started again. Each of those periods indicate the volatility that we’ve been 

describing.

And so the system, the way that you’re describing it, allows you to get out with some profits when the 

shit hits the fan, more or less. But you can also identify entry points again.

I just wanted to make the point that the volatility that we’re talking about is right here between 

February and April, and I just want to talk TradeStops. TradeStops helps you when to identify when to 

get in and when to get out. It’s a tool. It’s not rocket science, although it looks like it in the formula.

Exactly.

Exactly. I mean, to be honest with you, all we’re doing for individual investors and for traders is just 

giving them a set of tools that take the bad emotions out of investing. So if I love Visa and Visa drops, 

first of all I know exactly when I should be selling based on volatility and based on how much Visa is 

moving. So, I have my exit point. It’s this red line. I always know when I should exit, but the key is that 

when it hits that point, I get an alert. That’s this little alarm bell. I get this alert and I just know this is 

the time to sell Visa.

It doesn’t matter how much I love Visa. If Visa is meant to be, it will reenter at some point and sure 

enough, it reentered lower than where it exited. The key, even if you reentered at the same point you 

exited, don’t you want to stay out of all its volatility? I mean people like us, we wake up in the middle 
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of the night and we think about, should I have sold that stock? Should I keep that stock? This system 

just makes it so easy. Just trust the math and you know exactly when you should exit and exactly when 

you should enter.

Addison:

Okay, I’d like to bring up one more that I have been using frequently. Recently actually, one more 

stock that I’ve been keeping track of only because I’ve been using it. As I’ve been working from home, 

I’ve had to use DocuSign quite a bit. If you don’t know what that is, it’s a tool to sign legal documents 

and we managed to catch the historic low on a refi on our house when the Fed cut rates about two 

weeks ago. So, there were a ton of documents to sign. We used DocuSign the whole time. So, I know 

that you’ve been following it too. I want to look at a chart of DocuSign and see how TradeStops would 

work in this case.

You got it. So, TradeStops for DocuSign actually would have kept you in DocuSign during all of that 

extreme market volatility. 

So, DocuSign made a high in February just like many other stocks and it dropped a little bit. Had some 

strong volatility during February and March, but because there was probably so many people using 

DocuSign that had never used it before, they were getting record sign ups and that stock has actually 

been performing pretty well during all this coronavirus panic. It’s right about ready to make a new 

high, so let’s say you freaked out in the middle of March and would have sold DocuSign. You would 

have missed this run up that we see on the right side of the chart, and you can see from DocuSign’s 

history, it’s had a history of a lot of volatility, but over time it has certainly moved up and made a great 

high in February. Looks like it’s returning to a new high, and not many stocks can say that they’ve 

been able to stay in the green zone and make new highs in this type of market.
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Another one that might be interesting to look at, and I know you’ve been following this one too as I 

shuffle through papers here, Domino’s Pizza. So, one of the interesting things I’ve noticed is that as 

boutique restaurants in my own neighborhood have had to shut down and try to convert to some kind 

of delivery method or pick up only, it looks like Domino’s has been doing pretty well.

Affects their whole business, right?

Keith Kaplan:

Keith Kaplan:

Yeah, Domino’s-

Right. They’ve definitely been doing well. Actually, if I could, I would love to show you a great example 

of Domino’s. It’s one of my favorite examples of how the SSI system kills your emotions, kills those bad 

emotions, and helps you stay in a winning trade for a long time. Let me just pull up a chart for you, 

Addison. You’re going to love this. Domino’s, pretty boring company, pretty boring stock. Pizza 

is okay. 

They entered a green zone back in 2010 and had you followed our system, you would have gotten in 
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at $9.70 and over about a six, seven-year period you would have stopped out with our system with a 

1770% gain. It is an incredible gain for such a boring stock, but here’s the thing.

If you look along this chart that I’m showing you, you’ll see periods where Domino’s really dips down 

and as investors, we probably would have emotionally clammed up back in 2012 and we probably 

would have bought on a dip and maybe sold right here at the bottom. Let’s just keep looking. You’ll 

see this extreme volatile period in 2016, and that was a pretty worrisome time in the markets. 

A lot of people thought they would break down, but if I zoom in on that period of time and you’ll see, 

again trusting the math, taking the emotion out of behavior, getting out of our own way, you would see 

that the stock dropped from a high right here in April all the way to a recent low. It wasn’t enough to 

dip into the red zone. It came back into the green zone and it kept shooting up.

You’ll notice its fall from the high was about 15%, but if you look at the VQ, the VQ is just around 

19%. So, it hadn’t fallen enough from the high to hit a red zone. It stayed in the green. This is just the 

unbelievable power of the SSI system. It makes it so easy for you to invest and never have to worry 

about, should I get in? Should I get out? You can just trust the math and look right at this simple 

stoplight system to make that decision.

Addison:

Okay, so effectively we’re trying to take the emotion out of the trade decisions and we’re following 

recommendations made by analysts and/or gurus within the Agora Financial Reserve universe. If 

we’re already in stocks, we’re learning how not to panic and sell them at the right times, or sell them 

at the right times when the stock looks like it’s going down. How does the system also help you choose 

when to get into stocks that you’re not already in?
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So, it’s really simple. All you have to do, there’s plenty of different ways. Let’s say an analyst 

recommends a stock. You just look it up. It’ll be green, yellow, or red and you could make the decision 

on whether or not you want to buy it from there. We also allow people to set up as many watch lists 

as they want. If there’s a stock that you really like and it’s in red, but you want to know when it turns 

green, you can get an email alert, you can get a mobile phone alert texted right to you, just by simply 

putting it on the watch list. You can see that stock turn green and then go ahead and buy it once it 

turns green.

Yeah, that’s a great question. I almost forgot to cover this. The third problem is that people tend to 

put way too much money into risky stocks and not enough into conservative stocks. They’ll chase a 

great story. We all hope that we can turn $10,000 dollars into a million dollars overnight, and it has 

happened, but it doesn’t always happen. So, it’s really important to do what we call volatility adjusted 

position sizing. I know that sounds really complex, but I’ll tell you. It’s super easy.

We leverage the VQ in our system. 

We built what we call position size calculator, and all that does is you tell it what stock you want to 

buy. Let’s say it’s Tesla. It’ll then spit out three different scenarios for you. It’ll tell you if you invest 

$10,000 dollars in Tesla or whatever amount you want to invest, how much risk you should expect. So 

basically, Tesla has the 42% VQ, so this system would help you determine if you put $10,000 dollars in 

how much you could lose, how much you’re risking. It also will look at the rest of your portfolio and it 

will tell you that there’s an optimal amount of Tesla to buy compared to the rest of your portfolio.

Addison:

Okay Keith, we have covered in my view the first two problems that you identified. What about the 

third problem where people, they just don’t know what to invest in next and how much to buy? What 

if they buy too much?
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The goal of that is simply to have you put just the right amount of money into every single stock that 

you buy whether it’s Johnson & Johnson, Visa, Twitter, Tesla, whatever it might be, there is an optimal 

amount of stock to buy no matter what the stock is that you’re buying. We base it off of that VQ 

because what we’re trying to do is normalize the risk across your portfolio. One of our taglines is risk 

less, make more, and that’s the goal as an investor. I want to lower my risk across my portfolio and I 

want to make more money by doing so. 

All right so if we hop back to Steve Sjuggerud and we look at his portfolio once again, I’ve drawn an 

even better scenario for you. 

What we did was we took our SSI system, so it’s the same exact stock that Steve originally bought, and 

we changed the entry and exit points based on the SSI system. We also rebalanced the risk across all of 

those positions when he bought and folks, this is a super easy thing to do in our system but the results 

are astounding. We were able to totally trounce his original performance. We were able to beat the 

S&P 500’s original performance. We were able to beat trailing stop original performance by using all 

these tools together.

So again, remember I said that we’re not terrible at picking the right stocks, we’re just terrible at 

knowing when to get in, when to get out, and how much to buy? That’s really the summary. We’re 

great at picking stock, we just need to know when should we buy them, when should we sell them, 

and how much should we be buying of those stocks?

Addison:

You know, it’s worth pointing out that Sjuggerud is a good friend of ours.
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Absolutely.

You got it. So, a lot of people tell us that once we tell them about the SSI system, once they know when 

to get in, when to get out and how much to buy, that we can basically just close the door. There’s 

nothing else that we need to do for them, but we do so much more. We allow people to log into our 

system, connect our existing brokerage accounts so Fidelity, TD Ameritrade, E-Trade, we cover all the 

major accounts. Most of them that people are using that are probably listening in today, and you can 

synchronize your account. It takes just a couple minutes to set up. You can look inside of the stocks 

you already own to see what’s in the green zone, what’s in the red zone. You can click this button 

called Risk Rebalancer. It will look at your portfolio, no matter how many stocks you have.

If you have over 100 stocks which I hope nobody has over 100 stocks, that’s way too much to manage, 

but our system can help you manage it. You click that button, in a matter of a minute, literally a 

minute, it will tell you exactly how to rebalance the risk across your whole portfolio. The goal there is 

just to help you determine any stocks that you’ve bought way too much, and any stocks that you’ve 

bought way too little, and balance the risk across your whole portfolio. The cool thing that it does for 

you, is it gives you what I like to call a recipe. That recipe will tell you, “You should buy more of this 

stock, you should buy less of this stock,” and it’ll tell you the exact number of shares to buy. Now that 

these brokerage accounts are pretty much doing free trading across all these different brokerages, 

which I absolutely love, that competition has been fantastic, you can now look at this recipe that’s 

given and not pay any commissions typically. As long as your brokerage account supports that. So, 

rebalance the risk across the portfolio.

That’s not really it. That’s not all we have. We also have a whole bunch within TradeStops that’s 

really beyond portfolio management. We even cover the world’s greatest investors. We synchronize 

billionaire portfolios. People like Warren Buffett, David Einhorn, Bill Ackman, and so forth inside of 

TradeStops. Currently we cover 26 billionaires and combined they have about 1,800 stocks that they 

are invested in. The way we do that is we’ve written some programs that basically go and retrieve the 

13F reports that the billionaire investors have to submit and we get all of the data behind what they’re 

buying and what they’re selling. Whenever we see billionaire investors, because it’s unbelievable the 

Addison:

I would like to ask another question, but I also want to point out that we, based on the work that we’re 

doing with you Keith, is we’re putting together a special report that have our opinions about which 

stocks are likely to thrive, and those that are likely to dive if we have to go on for 18 months in this 

pandemic. So, I’m going to show you at the end of our discussion today how to get your hands on that 

special report for free. In the meantime, you have mentioned Keith that the system does a lot more 

than just help you enter and exit trades without some kind of emotional baggage that you don’t want 

to deal with. What are the other features that are interesting? Because I haven’t actually processed 

these myself, and I’d like to understand what the additional features are.
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number of investors that are considered billionaires that have to put out these 13F’s. Whenever we 

see ones that have really good investing track records, we embed them into our system. So, it takes us 

a long time to run the studies and determine which billionaires should be in our systems, and we’re 

always looking for billionaires that outperform the market.

Then what we do is we apply TradeStops’ tools to those billionaires and we beat a lot of them. Do we 

beat them all? Absolutely not. Some billionaire investors are just so phenomenal that they not only 

beat the market, but they even beat TradeSmith’s tools which take all the emotion out of investing 

no matter who you are whether you’re a billionaire or whether your folks like us. So right here on the 

screen, I have David Einhorn. 

We’re looking at his performance over about 20 years, and just like Steve Sjuggerud, he beat the 

market. That’s fantastic. You beat the market. It’s really, really good, but using the TradeStops suite of 

tools, and it is not hard to use, we have figured out that we could completely beat David Einhorn at 

his own game using the same exact stocks that he bought, but just changing our entries, our exits, and 

how much we buy. So, using our tools against his portfolios.

We did the same thing with Warren Buffett. Now, Warren Buffet is a legend. We had a really hard time 

beating Warren Buffett. We barely beat him. 
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There’s plenty of periods of time where we were not beating Warren Buffett at his own game, but my 

point here is that you can take the world’s greatest investors. We even have what we call a Newsletter 

Center. You could take Agora Financial analysts, you could take other newsletter analysts. You can 

put the mall inside of TradeStops. We connect to everybody. All of the publishers of the newsletters, 

these 26 billionaires, and you can pull all of their investment ideas into TradeStops and you can build 

incredible portfolios so that hopefully you can beat the world’s greatest investors. I’m on a roll here, so 

I’m going to cover this last tool of our if you don’t mind, Addison.

Addison:

Yeah, no.

Okay, great. It is my favorite tool. I get the most excited when I get to talk about this tool, but I can 

only talk about it to audiences that are really ready for it. This tool is called the Pure Quant Portfolio 

Builder, and just like every name of every other tool that we have, don’t let the complex name fool 

you. This thing is a portfolio construction tool, but it’s so easy to use, and you can use it on two stocks. 

You can use it on 5,000 stocks. What it does, is it will comb through everything that you feed it and I’m 

telling you, it takes two minutes to run. You can tell it, “I want to see the best stocks in the whole stock 

market.” You can tell it, “I want to see the best stocks in the billionaires.” You can say, “I want to see the 

best stocks in Agora Financial.” You can put all of those together. We combine all those sources, and 

it’s so easy to use. Then you tell it how much money you want invest.

So, maybe you have $10,000 dollars of cash that you want to put to work, and there’s 10 stocks you’d 

like but you want to buy two of them, or maybe you have $200,000 dollars and you want to buy 10 

stocks. Whatever you want to put into this system, it’ll take. What it does is it will construct a portfolio. 

It will take the best stocks out of all of the stocks that you feed it. The more stocks you feed it, the better 

off it is, and it takes just minutes to run. Sometimes even under a minute depending on how many 

stocks you put in there, and what it will do is it will spit out for you another recipe and tell you exactly 

how much of every stock to buy. It will even diversify the holdings. So, it’ll make sure that it gets stocks 

that have diversified performance historically, put together into a recipe to tell you exactly how much 

to buy. So if you want to buy two stocks, you can use this tool. If you want to buy 10 stocks, you can use 

this tool. You can feed it any source.

What I want to show you here is a chart of when we took all of the billionaires in our system, and this is 

almost 2,000 stocks it had to comb through, and we ran a study about how would Pure Quant perform 

over time and could it beat the billionaires at their own game? In just a matter of minutes, you can 

build your own portfolio, but what you’re looking at here is that when we took all of the billionaires 

over a 20 year study, this goes all the way to right about 2020, those billionaires beat the S&P 500 by 

leaps and bounds. 
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They had about an 800% gain, but using the Pure Quant tool, so using the same exact stocks that 

the billionaires were buying, but the Pure Quant tool is ranking the best ones to buy and telling you 

exactly how much to buy. We were able to almost double the performance of the billionaires in this 

study. So, Pure Quant. It is a very, very simple and easy to use portfolio builder. You can construct it 

with as little as just a few stocks to thousands and thousands of stocks to find the right stocks for you 

to buy at the right time.

Addison:

This looks really great. Using Keith’s tool, we identified seven stocks that we expect going to thrive 

during the pandemic, and seven stocks that we think are going to dive. If you are interested in seeing 

what those stocks are, we’re offering the special report for free and I can explain how you can get your 

hands on it in a minute if you just click on the link below. All right, let’s do it.


