
Weekly Update 
 
Volume 2 Edition 2 February 2, 2013
 
Latest Economic Statistics Indicate 
Stocks Will Continue to Trend Higher 
 
But, Stocks Still Appear to be 
Overbought on a Short-term Basis 
 

As I stated in the January edition 
of my monthly newsletter, which 
was issued last Thursday, 
economic statistics from around 
the globe indicate that stock 
prices, in general, will continue to 
trend higher throughout much of 
2013. 
 
The latest economic statistics 

from the United States support that view, with 
several of those indicators revealing that the 
outlook for the U.S. economy improved during the 
past few months. 
 
For example, U.S. households increased the pace 
of their spending for the second consecutive month 
during December, the latest month for which data is 
available currently, as the after-tax incomes of 
Americans rose sharply over the past two months. 
 
Meanwhile, global outplacement firm Challenger, 
Grey & Christmas announced last Thursday that 
U.S. employers plan to increase the sizes of their 
workforces over the next few months, and the 
University of Michigan announced on Friday that 
the economic expectations of American households 
regarding the direction of the economy over the 
next six months improved during January. Those 
statistics suggest that household income and 
spending will continue to increase during the 
months ahead. 
 
Any such developments would likely lead to an 
increase in the pace of economic growth in the 
United States. That’s because household spending 
tends to account for approximately 70 percent of 
the total output of goods in the United States. 
 
Separately, the Institute of Supply Management 
(“ISM)”) announced on Friday that purchasing 
managers at U.S. factories expect manufacturing 

activity in the U.S. to increase substantially over the 
next couple of months, with the ISM’s Purchasing 
Managers’ Index rising to 53.2 during January, from 
50.2 during December. 
 
Lastly, the Wall Street Journal reported on Friday 
that U.S. auto sales continued to trend higher 
during January, rising 14.2 percent last month, as 
compared to the same month a year ago. 
 
In regard to the supposedly negative GDP report 
that was issued last Wednesday by the U.S. 
Department of Commerce, my interpretation of that 
report was very positive. 
 
For example, a breakdown of the GDP report 
reveals that the overall U.S. economy shrank 
during the fourth quarter of 2012 as a result of a 
decline in U.S. government spending and a huge 
draw-down of business inventories. 
 
Contrary to many economists’ views regarding the 
recent cuts in government spending, I regard those 
spending cuts as a positive development. 
Although some financial market pundits and 
economists have argued that further reductions in 
government spending would lead to another decline 
in U.S. GDP, I’m not concerned about any declines 
in GDP that might be caused by such spending 
cuts. 
 
Quite the contrary, my experience suggests that in 
the event that government spending were to 
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Frazier Buy-Sell Index
and the Performance of the S&P 500 Index
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decline substantially, but personal consumption 
expenditures and business fixed investment were 
to continue to rise, any such developments would 
result in a stronger economy, not a weaker one – 
regardless of whether or not total GDP were to rise 
or fall. 
 
Separately, I view the big draw-down of business 
inventories as an extremely positive development. 
That’s because the ongoing improvements in the 
employment market, and the increased confidence 
of Americans regarding the future direction of the 
U.S. economy, suggest that the household demand 
for various types of goods will continue to rise 
during the months ahead. Any such increase in 
demand would likely force businesses to replenish 
their inventories, which in turn, would lead to an 
overall increase in business fixed investment. 
 
If that were to happen, which I think is an almost 
certainty, the United State’s gross domestic product 
would likely rise sharply during the first quarter of 
this year. 
 
As you can see, the factors and developments 
mentioned above suggest that the outlook for the 
U.S. economy will continue to improve during the 
months ahead. 
 
Although those factors would normally lead me to 
advise you to get fully invested in the equities 
market, my experience suggests that buying stocks 

immediately after they’ve rallied sharply during a 
short period of time is usually a bad decision. 
That’s because investors and speculators who 
generate substantial returns during a short period 
of time – like the returns that such persons made 
over during the month of January – tend to take 
some profits soon after such rallies, which tends to 
cause stocks to pull back considerably following 
during the ensuing weeks. 
 
Therefore, I advise those of you who follow my 
Core Investment Portfolio to continue to hold 100% 
of your financial market assets in money market 
securities, and for those of you who follow my 
Speculative Portfolio to continue to hold the 
securities that compose that portfolio. 
 
Even if stocks do continue to move higher during 
the days ahead, my experience has taught me that 
waiting for the right moment to re-enter the market 
is usually the right course of action, instead of 
chasing after recent winners. 
 
Having said that, I plan to monitor the markets very 
closely during the coming week, as well as over the 
next few weeks, and I’ll likely advise you to allocate 
a substantial portion of your financial market assets 
to equities when I feel the time is right. 
 
So, I urge you to check your email everyday at 
around 9:00 Eastern Time during the next two 
weeks for some potential Trade Alerts. 
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As of February 2, 2013     Inception Date: September 18, 2007

Frazier's Core Investment Portfolio 

Security Name 
Ticker 

Symbol 
Initial 

Entry Date
Avg. Entry 

Price Dividends
Current 

Price 
% of 
Port. 

Total 
Return 

Current 
Advice 

Cash / Money Market Securities           100%  Hold 

Total Returns 2007 * 2008 2009 2010 2011 2012 YTD 
Since 

Inception 
The Frazier Core Investment 
Portfolio 5.8% -10.6% 18.4% 1.4% 3.7% 17.2% 1.4% 39.7% 
S&P 500 Index 0.0% -37.0% 26.5% 15.1% 2.1% 16.0% 6.2% 15.4% 

* Year 2007 performance results are for the period from the inception of Frazier's Core Investment Portfolio on September 18, 2007 to December 
31, 2007. (Note: From September 18, 2007 to January 24, 2012, Frazier's Core Investment Portfolio was known as The ETF Strategist's 
Conservative Portfolio. 

The Frazier Core Investment Portfolio is structured for persons whose primary goal is to protect the value of their principal, with a 
secondary goal of generating returns in excess of broadly diversified investment portfolios over complete market cycles, meaning 
from the beginning of one bull (bear) market to the beginning of another bull (bear) market. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

- continued below - 
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As of February 2, 2013      Inception Date: October 29, 2010

The Frazier Speculative Portfolio 

Security Name 
Ticker 

Symbol 
Initial 

Entry Date
Avg. Entry 

Price Dividends
Current 

Price 
% of 
Port. 

Total 
Return 

Current 
Advice 

Silicon Motion Technology SIMO 10/16/12 $14.38 $0.00 $15.32 3% 6.5% Hold 
MercadoLibre MELI 09/06/12 $82.21 $0.00 $87.40 3% 6.3% Hold 
Focus Media FMCN 11/16/11 $24.48 $0.00 $25.50 2% 4.2% Hold 
Entropic Communications ENTR 10/16/12 $5.76 $0.00 $5.36 3% -6.9% Hold 
PowerShares DB Gold Short ETF DGZ 05/11/11 $13.13 $0.00 $11.85 30% -9.8% Hold 
iGATE Corp. IGTE 10/19/10 $20.32 $0.15 $17.93 3% -11.0% Hold 
Ubiquiti Networks UBNT 05/21/12 $19.08 $0.00 $13.95 3% -26.9% Hold 
HomeAway AWAY 10/06/11 $34.21 $0.00 $23.99 4% -29.9% Hold 
Travelzoo TZOO 08/09/11 $33.06 $0.00 $21.36 4% -35.4% Hold 
Jiayuan.com International DATE 11/16/11 $8.85 $0.00 $5.54 3% -37.4% Hold 
MakeMyTrip MMYT 11/11/11 $27.92 $0.00 $15.30 3% -45.2% Hold 
Brightcove BCOV 10/16/12 $12.17 $0.00 $6.11 3% -49.8% Hold 
Cash / Money Market Securities **           47%     

Comparative Returns       2010* 2011 2012 YTD 
Since 

Inception 
The Frazier Speculative Portfolio       10.9% 15.3% 5.3% 1.8% 37.2% 
S&P 500 Index       6.7% 2.1% 16.0% 6.2% 34.3% 

* Year 2010 performance results are for the period from the inception of The Frazier Speculative Portfolio on October 29, 2010 to January 31, 
2012. 

A security’s stated percentage of this model portfolio represents the percentage of the total value of the portfolio that was allocated to the security 
on the date that the security was recommended for purchase. The stated cash percentage of this model portfolio represents the percentage of 
the total value of the model portfolio that was allocated to cash as of the date of this portfolio table. 

Added to the following securities on 11/22/11: F, DATE, and TZOO. Added to AWAY on 11/16/11. Added to DGZ on 5/26/11, 
8/10/11, and 8/11/11. 

The Frazier Speculative Portfolio is structured for persons who seek to profit from short-term developments in the financial 
markets and/or who seek to speculate on the longer-term appreciation potential of cyclical stocks and/or small-cap, growth 
stocks. While the goal of this portfolio is to outperform broadly diversified investment portfolios by a wide margin over complete 
market cycles, we urge only those persons who already have a core investment portfolio to follow Frazier's Speculative Portfolio 
recommendations. 

 
 
 

 

This report is provided by David N. Frazier to persons who have asked Mr. Frazier to keep them informed of his analysis of developments in the 
economic and geopolitical environment, and other factors that tend to affect the financial markets, as well as his opinions regarding certain exchange-
traded funds and common stocks. 
 
This publication is intended solely for informational purposes and should not be construed, under any circumstances, by implication or otherwise, as an 
offer to sell or a solicitation to buy, sell or trade in any securities herein named. The information contained in this report has been obtained and compiled 
from sources deemed to be reliable; however, Mr. Frazier does not guarantee the completeness, accuracy, and/or usefulness of that information. That 
information should be used as references only with your own discretion. Mr. Frazier is not responsible for any errors and/or omissions that might be 
contained in this report. 
 
The content of this report should not be construed, under any circumstance, as an express or implied promise, guarantee, or implication that you will 
profit from any of Mr. Frazier’s recommendations or that any potential investment losses can or will be limited in any manner whatsoever. Any investment 
or trade recommendation made in this report is taken at your own risk for your own account. 
 
David N. Frazier does not guarantee, and readers of this report should not assume, that the future performance of his investment and/or trade 
recommendations will equal the past performance of those recommendations. Mr. Frazier may, at any time, invest in and trade the securities covered in 
this report. 
 
Note: You may not copy or redistributed this report without express written permission from David N. Frazier. 
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