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Stocks Continue to Rise In Spite 
of On-Going Signs of an 
Impending Economic Slowdown 

The MarketMonk's Buy-Sell Index
and the Performance of the S&P 500 Index
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Sell Signals: Triggered when The MarketMonk's Buy-Sell Index rises to or above 40%

Buy Signals: Triggered when The MarketMonk's Buy-Sell Index falls to or below -40%
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Gold Moves Lower 
 
U.S. stocks continued to move higher last week in 
spite of more signs of an impending economic 
slowdown. However, last week’s advances in the 
major U.S. stock market indices were very modest, 
with the Dow Jones Industrial Average gaining only 
22 points and the S&P 500 Index rising only 0.1%, 
as compared to the prior week’s close. 
 
Meanwhile, the cumulative advance-decline line for 
stocks that trade on the New York Stock Exchange 
failed for the fourth consecutive week to break 
above an intra-day high that was established on 
October 29. The recent readings on that indicator 
illustrate that a small number of stocks participate
in the gains in the major stock market indices over 
the past few

d 

 weeks. 
 
With State Street Research announcing on 
November 26 that for the fourth consecutive month 
institutional investors reduced their exposure to 
growth and cyclical stocks, and increased their 
allocations to defensive stocks, my experience 
suggests that the best course of action for those of 
you who are just as interested in protecting your 
principal as in growing the value of your investments is to continue to allocate a large portion of your financial 
market assets to money-market securities. 

The MarketMonk Overbought-Oversold Index
(Sources of Data: Standard & Poor's; Worden Brothers)

0

10

20

30

40

50

60

70

80

90

100

11/29/12 1/29/13 3/29/13 5/29/13 7/29/13 9/29/13 11/29/13

O
ve

rb
ou

gh
t-O

ve
rs

ol
d 

In
de

x

1,100

1,200

1,300

1,400

1,500

1,600

1,700

1,800

1,900

S&
P 

50
0 

In
de

x

Overbought-Oversold Indicator S&P 500 Index

As of November 29, 2013
Overbought

Oversold

 
In light of the fact that the most-recent readings on numerous economic statistics indicate that the pace of 
economic growth in the United States will slow considerably during the quarter ending December 31, 2013, 
and the fact that price-momentum statistics indicate that stocks closed last week in substantial overbought 
territory, I advise those of you who follow our Speculative Portfolio to continue to allocate a large portion of 
your assets to the inverse-equity ETFs that compose that portfolio – to ProShares Short S&P 500 (SH) and 
ProShares Short Financials (SEF). In addition, I advise you to continue to allocate a large portion of your 
assets to PowerShares DB Gold Short ETF (DGZ), which is structured to move in the opposite direction of 
futures contracts on gold bullion. 
 
Although my research indicates that gold prices moved lower for the wrong reasons over the past few months 
– that gold fell primarily because many financial market participants think that the Federal Reserve will soon 
increase short-term lending rates – I expect gold to continue to trend lower over the next 6-12 months. That’s 
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because my research indicates that inflation rates in 
the United States will remain at low levels for at 
least the next six months. The fact that the veloci
of money – the number of times that the amount o
currency in circulation is used to purchase goods 
and services – continued to decline during the 
quarter ended September 30 seems to support that 
forecast. 

ty 
f 

ing November. 

 
In regard to the latest readings on some key 
economic indicators, the National Association of 
Realtors announced on November 25 that signed 
contracts to purchase a previously-owned home 
declined during October for the fifth consecutive 
month. With the Mortgage Bankers Association 
reporting last Wednesday that mortgage 
applications fell for the third week in a row during the week ended November 15, there’s a good chance that 
sales of homes also declined dur
 
Meanwhile, factory orders for durable goods (i.e. home appliances, automobiles, and business equipment) 
declined during October, after rebounding modestly during the previous two months. 
 
The recent direction of the economic indicators mentioned above, as well as of some other important economic 
and stock market indicators, is outlined in the table below. 
 
 

Economic / Stock Market Indicator Recent Trend 
Signed Contracts to Purchase Previously-
Owned Homes Declined during October for the fifth consecutive month. 

Mortgage Applications  Fell for the third consecutive week. 
New Orders for Durable Goods Declined during October after rebounding modestly during 

the previous two months; peaked during June. 
New Orders for Non-Defense Capital Goods Fell during October for the second consecutive month after 

rebounding very modestly during August; peaked during 
June. 

Chicago Purchasing Managers’ Index  Declined during November. 
The Conference Board’s Consumer Confidence 
Index 

Declined during November for the second consecutive 
month. 

The University of Michigan's Consumer 
Expectations Index 

Rebounded very modestly during November after falling 
during each of the previous four months. 

State Street’s Investor Confidence Index Declined during November for the fourth consecutive month. 
NYSE Cumulative Advance-Decline Line Has failed to break above its October 29 high. 
Brokerage Firm Margin Balances At a level that has been followed, historically, by sharp 

declines in stock prices. 
Cash Flows into Stock Mutual Funds Declined by approximately $1.8 billion during each of the 

past 2 weeks. Cash flows into funds that invest primarily in 
U.S. stocks fell by approximately $4.4 billion while flows into 
funds that invest primarily in foreign stocks rose by 
approximately 748 million over the past two weeks. 

 
 
In regard to this year’s winter shopping season, ShopperTrak reported on November 30 that U.S. spending at 
retail outlets rose by 2.3% on Thanksgiving day and last Friday combined, as compared to the same two-day 
period during 2012. Unfortunately, that retail research firm expects sales for the entire holiday shopping 
season to rise this year by the smallest amount since 2008. 
 

- Continued below - 

S&P 500 Index vs. M2 Velocity
(Sources of Data: Standard & Poor's; Federal Reserve Bank of St. Louis)
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New Income Portfolio 
 
In regard to the planned launch of our new Income Portfolio, I’ve found several income-generating securities 
that appear to be relatively safe investments for those of you who are seeking regular income from your 
investments. Although I’m still researching a few of those securities, I’ve completed my analysis of several 
exchange-traded funds (ETFs”) and closed-end funds (“CEFs”) that invest in senior bank loans – in bank loans 
to large, privately-held businesses. 
 
In addition to paying relatively high dividend yields, those ETFs and CEFs offer a degree of protection against 
increases in market interest rates – the yields paid by those funds tend to increase when market interest rates 
rise substantially. 
 
Although the credit ratings for the loans held by those funds tend to be below investment-grade, they’re usually 
secured by various types of salable assets, such as manufacturing plants, office buildings, business 
equipment, and trade accounts receivable. 
 
While several of the funds that I’ve analyzed seem to be worthy investments, I liked best what I saw in 
PowerShares Senior Loan Portfolio (BKLN), which was paying an annualized dividend yield of 4.08% as of 
last Friday’s close. Later this week, I’ll likely issue a Trade Alert for that security. 
 
 
Short-term Trading Portfolio 
 
In regard to our Short-term Trading Portfolio, I’ve decided to hire a stock market trader who tends to be very 
active in the financial markets to monitor more closely numerous stocks that meet my investment and trading 
criteria for small-cap, growth stocks. 
 
Those criteria consist, primarily, of the following: 
 
Strong Company Fundamentals 
 

(1) Products / Services: The underlying company must offer new products/services and/or 
products/services that appear to be poised to generate substantial demand during the 
foreseeable future. 

 
(2) Limited Competition: The company must have few competitors or has demonstrated that it is a 

dominant player and/or leader in its field of endeavor. 
 

(3) Strong Financial Condition: The company must be strong financially – it must maintain low 
levels of debt and be able to pay its recurring financial obligations out of the company’s 
available cash and/or trade accounts receivable. 

 
(4) Rapidly-Growing Revenues and Earnings: The company must have grown its revenues and 

operating earnings at rapid rates over the previous six quarters, and it must appear to be in a 
position to continue to grow its revenues and earnings at fast rates during the foreseeable 
future. 

 
(5) Publicly-Traded for More Than Two Years, But Less Than 10 Years: The company’s 

outstanding stock should have been publicly-traded for at least two years, but less than 10 
years.  

 
Note: Our research has shown that, historically, stocks of companies that possess the characteristics 
outlined above were among the bigger stock market winners over the past 50 years. 

 
 

- Continued below - 
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Stock Valuation Analysis 
 
The stocks of companies that meet our fundamental investment criteria must be trading at a reasonable value 
– at a price-to-earnings growth (“PEG) ratio that is no higher than 1.3 and that’s preferably less than 1.0. (For 
those of you who aren’t familiar with PEG ratios, that ratio is computed by dividing a stock’s P/E ratio by the 
projected growth rate in the underlying company’s earnings over the next 3-5 years). 
 
 
Institutional Demand 
 
The stock should be held by a relatively small number of institutional investors, but the institutional ownership 
of that stock should have increased over the most-recent three months. 
 
 
Stock Timing Analysis 
 
The stock should have either (1) trended higher over the past few months, or (2) fallen sharply over the past 
few months but held above a major price-support level, or (3) fallen sharply over the past couple of years, then 
traded in a narrow sideways pattern for the past several months, and then broke above its recent trading range 
very recently on a big increase in daily trading volume. 
 
Secondly, the stock should have been trading in oversold territory for at least the previous couple of days. 
 
Note: Many of the same criteria outlined above are used to select small-cap, growth stocks for our 
Speculative Portfolio. 

 
A few stocks that appear to meet most of the criteria mentioned above include the following: 
 

• Ambarella, Inc. (AMBA) 
• Brightcove (BCOV) 
• Entropic Communications (ENTR) 
• EPAM Systems (EPAM) 
• Jiayuan.com 
• MercadoLibre (MELI) 
• SolarWinds (SWI) 
• TASER International (TASR) 
• Ubiquiti Networks (UBNT) 
• Web.com Group (WWWW) 
• Yandex (YNDX) 

 
When we re-launch our Internet web site, I’ll keep you updated during any given week on those stocks, as well 
as on numerous other stocks that we’re monitoring. 
 
 
The MarketMonk and DM Analytics, Inc. 
 
 
 
 
 
 
 
 
 
 

- Portfolio Tables on Pages 5-6 -
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Model Portfolios 
 

The MarketMonk’s Core Investment Portfolio 
As of December 1, 2013     Inception Date: September 18, 2007

Security Name 
Ticker 

Symbol 
Initial 

Entry Date
Avg. Entry 

Price Dividends
Current 

Price 
% of 
Port. Current Advice 

Cash / Money Market Securities           100% Hold 

Total Returns 2007 * 2008 2009 2010 2011 2012 YTD 
Since 

Inception 
The MarketMonk’s Core 
Investment Portfolio 5.8% -10.6% 18.4% 1.4% 3.7% 17.2% 2.4% 41.2% 
S&P 500 Index 0.0% -37.0% 26.5% 15.1% 2.1% 16.0% 29.1% 40.2% 
* Year 2007 performance results for The MarketMonk’s Core Investment Portfolio are for the period from the inception of that portfolio on 
September 18, 2007 to December 31, 2007. (Note: From September 18, 2007 to January 24, 2012, The MarketMonk’s Core Investment Portfolio 
was known as The ETF Strategist's Conservative Portfolio; from January 25, 2012 to October 21, 2012, that portfolio was known as The Frazier 
Core Investment Portfolio. 

The MarketMonk’s 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. 

 

 
 
 
 

The MarketMonk’s Speculative Portfolio 
As of December 1, 2013      Inception Date: October 29, 2010

Security Name 
Ticker 

Symbol 
Initial 

Entry Date
Avg. Entry 

Price Dividends
Current 

Price 
% of 
Port. Current Advice 

PowerShares DB Gold Short ETF DGZ 05/11/11 $13.13 $0.00 $15.17 30% Buy 
HomeAway AWAY 10/06/11 $34.21 $0.00 $36.50 4% Hold 
ProShares Short S&P 500 SH 10/29/13 $26.59 $0.00 $25.91 15% Hold 
ProShares Short Financials SEF 10/29/13 $21.92 $0.00 $21.16 15% Hold 
Jiayuan.com International DATE 11/16/11 $7.24 $0.26 $6.00 6% Hold 
Entropic Communications ENTR 10/16/12 $5.76 $0.00 $4.96 3% Hold 
Travelzoo TZOO 08/09/11 $33.06 $0.00 $21.48 4% Hold 
SolarWinds SWI 03/05/13 $58.34 $0.00 $33.44 3% Hold 
MakeMyTrip MMYT 11/11/11 $27.92 $0.00 $15.96 3% Hold 
Cash / Money Market Securities **           4.8%     

Comparative Returns       2010 * 2011 2012 YTD 
Since 

Inception 
The MarketMonk’s Speculative Portfolio     10.9% 15.3% 5.3% 14.4% 54.1% 
S&P 500 Index       6.7% 2.1% 16.2% 29.1% 63.2% 
* Year 2010 performance results for The MarketMonk’s Speculative Portfolio are for the period from the inception of that portfolio on October 29, 
2010 to December 31, 2010. (Note: From October 29, 2010 to January 31, 2012, The MarketMonk’s Speculative Portfolio was known as The 
Frazier Hedge Fund Portfolio; from February 1, 2012 to October 21, 2013, that portfolio was known as The Frazier Speculative Portfolio). 
** 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 SH on 10/30/13, 10/31/13 and 11/06/13. Added to SEF on 10/30/13, 10/31/13 and 11/06/13. DATE on 09/03/13 and 
11/22/11. Added to TZOO on 11/22/11: Added to AWAY on 11/16/11. Added to DGZ on 5/26/11, 8/10/11, and 8/11/11. 
The MarketMonk’s Speculative Portfolio is structured for persons who seek to profit from short-term developments in the financial 
markets and/or from the substantial longer-term appreciation potential of cyclical and small-cap growth stocks. That portfolio 
seeks to outperform the S&P 500 Index by a wide margin over complete market cycles, meaning from the beginning of one bull 
(bear) market to the beginning of another bull (bear) market. 
 
We urge investors to establish some type of core investment portfolio before allocating any of their financial market assets to a 
speculative portfolio. Specifically, we recommend for investors to allocate at least 70% of their total financial market assets to 
some type of core investment portfolio, and no more than 30% of their total financial market assets to a speculative portfolio. 
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The MarketMonk’s Short-term Trading Portfolio 
As of December 1, 2013      Inception Date: September 2, 2013

Security Name 
Ticker 

Symbol 
Initial 

Entry Date
Avg. Entry 

Price Dividends
Current 

Price 
% of 
Port. Current Advice 

Cash / Money Market Securities **           100%     

Comparative Returns          YTD * 
Since 

Inception *
The MarketMonk’s Short-term Trading Portfolio  3.8% 3.8% 
S&P 500 Index          11.2% 11.2% 
* Year-to-Date (“YTD”) and Since Inception performance results for The MarketMonk’s Short-term Trading Portfolio are for the period from the 
inception of that portfolio on September 3, 2013 to the date of this portfolio table.  
** 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. 

The MarketMonk’s Short-term Trading Portfolio is structured for persons who seek to profit from very short-term movements in 
the prices of stocks, bonds, precious metals, and commodities. That portfolio seeks to generate a return of 10%-20%, for holding 
periods ranging from 1-10 days, on the securities that we recommend for our Short-term Trading portfolio. 
 
We urge investors to establish some type of core investment portfolio before allocating any of their financial market assets to a 
short-term trading portfolio. Specifically, we recommend for investors to allocate at least 70% of their total financial market assets 
to some type of core investment portfolio, and no more than 10% of their total financial market assets to a short-term trading 
portfolio. 

 
 
 

 

This report is published by DM Analytics, Inc. 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, we do not guarantee the 
completeness, accuracy, and/or usefulness of that information. That information should be used as references only with your own discretion. The owner, 
publisher, and editors of this report are not responsible for any errors and/or omissions. 
 
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 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. 
 
DM Analytics, Inc. does not guarantee, and readers of this report should not assume, that the future performance of our investment and/or trade 
recommendations will equal the past performance of those recommendations. 
 
The publisher of this report and/or its principals, officers, employees, associates, or affiliates may, at any time, invest in and trade the securities covered 
in this report. 
 
Published by: DM Analytics, Inc. 2401 PGA Blvd., Suite # 196 Palm Beach Gardens, FL 33410
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