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Market Meter (The U.S. Equity Markets at a Glance)
Short-term
(days-weeks)

We have now witnessed some of the most extreme volatility environments that any of us have
ever seen. Not even the 2008 housing crisis saw this level of volatility across the board. With
the $VIX cash index reaching 80+ in recent days it sure seems to be causing quite the daily
movements for the equity markets. With environments like this, we need to expect daily
moves in the indices and stocks to be 4%+. This should not be a surprise to anyone when the
$VIX index is this high. For the $SPX, many levels have been washed through since our last
update so we will give updated levels to keep you on your toes. For the bulls, the faster they
reclaim 2,400, the better. If not, we are likely headed for more support near 2,100.

Mid-term
(weeks-months)

For the intermediate term trend, we have more issues. As stated above the importance of the
2,100 level needs to be seen across the board. If this level does not hold, look out, as we then
have 1,800 to be aware of. The momentum structure right now does not look pretty and
neither does breadth. We have entered a more bearish trending momentum environment in
which we likely need divergence in price to push us out of this situation. As you will see in the
following pages, breadth has not been good since late February and continues to deteriorate
even as we see extremes. We do however believe that we should expect some strong counter
trend type moves. They could very well become violent to the topside only to see aggressive
selling step back in.

Long-term
(months-years)

The long-term picture has been ‘reset’ here to some degree. We say this because we have
completed erased years’ worth of gains in less than a months’ time. Risk happens fast when
we don’t pay attention. Again, the $SPX needs to hold 2,100 in our eyes in the short-term,
intermediate-term, and long-term. It’s that important going forward. Long-term momentum has
RSI in the 30’s which is not quite oversold territory, but ever so close. This tells us that bulls
either need to step up here or we could be in for more pain spanning many months. So far the
monthly candle on the $SPX has us near the low of the month with a little over a week left to
trade here in March. Ideas to start getting our attention long would be holding the 2,100 level,
seeing high yield and credit spreads start to align back in, and also we want to be seeing a
collapse in the $VIX index. These are just a few to start with. To place all our chips back on
the table, we want to see breadth improving while price shows support can hold. You will see
how important breadth is to this environment in the pages following.
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Profit Strategies
Ron DeLegge, Founder

“During bear markets, we don’t just find out who’s been swimming naked. We also find out
which investment portfolios were poorly built.”

The good news is the Coronavirus crisis will pass. The bad news is the economic damage it’s caused will be
prolonged. While we’re definitely not perma-bears, we don’t embrace the cheery and consensus viewpoint the
economic fallout be a one or two quarter blimp to corporate earnings.
Entire industry sectors – airliners, hotels, retail stores, restaurants, and energy companies – are on the brink of
collapse. Keep in mind the 2008 Financial Crisis was concentrated in just the banking and real estate market.
In contrast, the 2020 Coronavirus Crash is simultaneously murdering all industry groups within the stock
market – including sectors that were previously thought of as “recession proof” like real estate (XLRE) and
utilities (XLU). Moreover, the Coronavirus Crisis has the real potential to morph into something much worse
than just a recession.
At the press time, the U.S. government is on the verge of an economic rescue package that will top $1.6 trillion
and could even surpass $2 trillion when all is done and said. The short-term relief it will provide remains to be
seen. But the long-term ramifications, for an over-indebted nation with already $23 trillion in national debt and
another $132 trillion in unfunded liabilities, cannot be overstated. Not only will this lead to skyrocketing future
tax rates in the U.S., but the table is set for a global debt crisis of magnificent proportions. This will be a topic
for future issues of ETFguide PREMIUM, but one that we believe is extremely supportive of alternative stores
of wealth like precious metals and crypto-currencies. By the way, the original thesis of bitcoin as an alternative
to fiat currencies is still very much intact. Blockchain groupies, predictably, are focused on other stuff.
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What We Like
There’s not a lot to like in the stock market right now. Things will get better, but probably not until they first get
worse. If you haven’t done so already, we highly recommend making a shopping list of stocks, ETFs, and other
assets that you want to own. The fire sale of a lifetime is coming. And for investors with a time horizon of at
least 10 years or longer, it’ll represent an incredible wealth building opportunity. Whether you’ll have the guts to
pull the trigger with buy orders is completely on you.
A few months ago we said, “If you missed the melt-up in stocks you can stop lamenting and just keep doing
what you’re doing. This too shall pass. Moreover, you’re well positioned to miss the next meltdown.” We stick
by those words today. We also continue to hold defensive positions in GLD, SH, TMF, and XLU. Among this
group, XLU is the only impaired position. While we’re not happy about it, three out of four isn’t bad in this type
of insane environment.
The chart below plots the relative performance of the SPDR S&P 500 ETF (SPY) versus the above mentioned
ETFs along with gold (GLD). To some, the modest 1.95% year-to-date loss in gold has been perplexing. We
still like GLD, especially as world governments ramp up fiscal stimulus and spending to sniff out Coronavirus.
The best that can be said about gold right now is that it’s been relatively stable compared to stocks, real estate,
and other commodities. Those who have been expecting gold to skyrocket should curb their enthusiasm
because gold hasn’t necessarily followed this script. During the 2008 Financial Crisis, gold ended the year with
a modest 5% gain. It wasn’t the sizzling type of return goldbugs hoped for, but it was much better than the 40%
plus clobbering many equity investors suffered.
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Selling “Too Soon”
Below is an excerpt of Ron DeLegge’s new book “Habits of the Investing Greats: 26 Proven Tactics for
Achieving the Financial Results You Want.” The eBook is now available @ Amazon.com.

S peculation has been demonized and
referred to as the most undisciplined form of
investing a person could ever undertake. Yet,
the reality is that a small minority of investing
greats have made fortunes by speculating.
Why? This is largely because the manner in
which they speculate is strictly kept within a
disciplined framework.
One definition of speculation is trying to turn a
small sum of money into a large sum. In
contrast, investing is trying to prevent a large
sum of money from becoming a small sum.
For example, if you’re attempting to turn
$1,500 into $50,000 in less than a year, you’re
speculating. On the other hand, if you’re trying
to earn a $1,500 yield on $50,000, you are
investing.
Unlike other speculators of his generation,
including Jesse Livermore and William Crapo
Durant, Bernard Baruch didn’t lose his fortune
by speculating one too many times. When
asked to explain how he was able to avoid the
carnage of the 1929 stock market crash,
Baruch commented, “I made my money by
selling too soon.” Aside from being precise in
his marketing timing, it was Baruch’s discipline
that ultimately protected his wealth.
What the Investor Should Do…







Understand that external forces have
no control over you and how
disciplined or undisciplined you choose
to be.
Recognize the price of being
undisciplined is so expensive it may
cost you the type of lifestyle and
financial security you seek.
Restrict your investments to things you understand.
Remove yourself from people and situations that could trigger an undisciplined response
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Our April ETF Income Trade
Our Income Mix Portfolio is a hypothetical $100,000 unhedged ETF portfolio that began in Feb.2012 and sells
monthly covered calls* to generate high income. It will generally consist of positions in just two ETFs: the
SPDR S&P 500 (SPY) and SPDR Gold Shares (GLD). At times, we may add another ETF if the quoted call
option premium is adequately high enough for us to warrant executing a trade.
The Income Mix Portfolio deliberately invests in ETFs covering distinctly different asset classes. It also
purposely limits the portfolio to 2-3 ETFs for simplicity. Finally, we always execute our monthly income trades
one month in advance. (EX: Our current April income trade is executed in March.)
Recap from last month: For March, both our GLD and SPY calls expired worthless and we kept our shares.
Due to skyrocketing volatility in stocks, premiums have jumped despite falling prices. For GLD and SPY, we’re
executing the below April income trades.

For our April 2020 Income Trade we’re
executing the following moves:
GLD (Buy 100 shares @ $155.50)
Sell GLD APR 2020 $150 calls near $200
per contract. (Calls expire on 4/17/20)
SPY (Own 400 shares @ $331.95)
Sell SPY APR 2020 $260 calls near $430
per contract. (Calls expire on 4/17/20)

Income Mix Portfolio
($105,200 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

13%
GLD

Based upon the moves listed above, we’ll
collect around $1,920 in monthly income from
our April trades.

87% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $60,881 or $640.85
per month over the past 95 months.
*NOTE: For income results that closely mimic our April income trade, subscribers can execute covered call
options trades within 3 days of our alerts.
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Vital Signs – Snapshot of Key Asset Classes & Sentiment
The CBOE S&P 500 Volatility Index (VIX) has skyrocketed out of the complacency zone as stock prices
crash and investor sentiment sours. We still have open defensive trades via ticker symbols GLD, SH, and
TMF. The latter is built to go up when long-term US Treasury prices go up. The situation may get better, but
not until it first gets worse. And a deeper correction, should push both VIX and gold meaningfully higher.
Most global currencies like the euro are weak relative to the U.S. Dollar.
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Market Breadth and Liquidity
‘Breadth analysis is one of the purest measures of market liquidity’
~Greg Morris

The quote from Greg Morris above does not necessarily receive the credit it deserves across the financial
realm. Breadth measures to a technician are like veins to a human body, they serve a critical role in the day to
day, but they are also very much ‘behind the scenes’ if you will. We want to aid in the narrative that key
breadth characteristics should take a more frontline approach. Understanding that the market is going through
some very difficult times right now, we want to use breadth to not only see the difficult times but also to give us
clues as to when this market may start to become healthier. Under the surface, you will see that this market is
at extreme breadth measures, measures we have only witnessed maybe a couple times throughout history.
% of Stocks Above the 200 Day MA
The first measure we want to take a deeper look at is the percent of stocks above their respective 200 day
moving average. These stocks must trade on the NYSE to be considered for the data shown.
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Note that the percent of stocks above their respective 200-day MA’s and 50-day MA’s are at extreme lows. We
are below 5% and there is absolutely no rule that says we must bounce because we are nearing zero percent.
What this does tell us however is that this is a rare extreme that we need to continue watching day in and day
out. Why? Because when the market does start to turn around, we want to be looking for clues of sustainability
of that turnaround. One of the ways we can look to that is when the percent of stocks starts to increase back
up above the 15-20% mark. This is marked on the chart near the 15% level. Notice the other times throughout
the limited history shown on the charts where we saw the spike lower below 15%, only to see a lift higher to
suggest the buying pressure has entered the arena once again. This is the patience we need to have on this
downtrend.
52-week Highs and Lows
Of the many great breadth indicators, we can utilize, new 52-week highs and lows is one of our favorites. On
the below chart, we are using a relative leader in the clubhouse with the NASDAQ. In this downturn the
NASDAQ has outperformed all other major U.S. domestic indices from a relative perspective. This makes this
index an attractive study, because the thought would be that when this market does recover, it will continue the
relative strength.

The above illustration gives a great look at just how powerful this downturn has been in a matter of weeks. We
went from seeing a decent amount of 52-week highs (~400, green) to now seeing only seven names register a

ETFguide.com

MAR 2020

ETFguide PREMIUM - 9

52-week high within the NASDAQ. That’s incredible! We without a doubt have work to do on this metric and
this will take time to fix. This type of breadth measure does not solve itself in one day or one weeks’ time. The
new 52-week lows measure is even more impressive as this measure reached over 2000 issues recently. This
breadth measure is one we will want to keep an eye on throughout the remainder of 2020. The more we can
see this new 52-week low measure get back inline to the ‘norm’ of 200 or below, that may give us a better clue
that volatility and downtrends are starting to recover.

Similarly, the $SPX is shown on the chart above with the $SPXHLP breadth measure on the bottom of the
graphic. The HLP measure stands for highs-lows percent and takes the total highs minus the total lows of the
$SPX and divides that number by the total issues. Currently we are seeing extreme thrusts downward (to no
surprise) that resonate with more lows taking shape than highs. When this measure thrusts lower than -10%
we need to ‘take care’ within the market environment. These thrusts lower are indication of an unhealthy
market, stemming directly from the internals. Contrary, when this selling subsides, we want to see bullish
breadth thrusts above 10% to show stocks are becoming healthy again and buyers are starting to take the
charge. As of the current environment, seeing marks below -60% does register as extreme. These are breadth
thrusts we haven’t seen since the 2008 housing crisis.
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McClellan Summation Index
As we move through the breadth stages, it is important to remember that these indicators are to be used in
conjunction with trend and price. When combining all tools together, it can start to create a masterpiece of
understanding market structure.

The McClellan Summation Index is a widely used breadth measure that has been around for many years. It is
derived from the McClellan oscillator. The current environment has this ratio adjusted measure sitting near
extremes not seen since the lows of 2018, as shown above. If we can squeak out a relative low in the market
here in the short-term, it may provide an opportunity for the summation index to relieve itself. Ideally, we want
to see more divergent characteristics on this index before we get too excited about a major low in the market.
What does this mean?
It means that we may need time, not necessarily price, to get through this market downturn. We firmly believe
this move lower will not resolve itself overnight and there will be clues both in price and breadth that lead us to
being on the right side of the trade. Patience is really the virtue here that allows us to take each day and
analyze what is taking shape underneath the surface. For us, it becomes a matter of when not if this market
turns the corner, and we firmly believe having these breadth tools at your fingertips will allow for well-educated
decisions regarding your risk exposure. At this time, we have a lot of work to do to dig us out of this market
hole, and you can see the uphill battle we have just in few examples we display in terms of breadth indicators.
Remember, breadth is the purest form of market liquidity! 
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ETFguide TV is here to help you make money in all
market climates – bear markets included. This
month, we’re featuring three timely must watch
episodes.
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(Podcast) Why DEFENSE is the New “Growth Strategy”
In his latest podcast episode, Ron DeLegge chats with Dave Mazza
at Direxion Investments about panicked markets and how it’s
impacting ETF investors.
Ron and his guest examine strategies for reducing risk, minimizing
volatility and even profiting from the global selloff in stocks. Listen and
learn!
The ETFs mentioned in this episode include ticker symbols FLYT,
TMF, SPDN, USCI, GLD, SCHB, VWO, VEA, USO, and REET
Have you subscribed yet? Since launching our YouTube channel,
ETFguide has amassed over 2,100 subscribers and almost 350,000
views. Your free video subscription ensures that you never miss an
episode. Click here to subscribe and watch. 

Your ETF Tools
If you haven’t done so already, be sure to sure to sign up for
ETFguide’s suite of investor guides.
Due to the sheer number of ETFs being launched, we’ve
built tools to help you stay ahead of the fast moving market.
Here’s what we now offer:






Active ETF Guide tracks actively managed funds
ETP Commodities Guide follows commodity linked
products
Long/Short ETF Guide gives a quick snapshot of
inverse and leveraged tickers organized by asset
class.
First Look ETF provides a monthly view of the
newest ETF launches and latest trends.

Although all of our investor guides are complimentary, email
sign up is required to receive future updates.
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Mega Investment Theme Report
For ETFguide members new to our “Mega Investment Theme Report” (MITR) here’s how it works: We identify
and rank major investment themes by order of importance. We also include associated ETF ticker symbols.
Our theme rankings are adjusted (up or down) by their immediate impact and order of importance.
We include relevant ETF ticker symbols that are associated with and impacted by each related theme. Rather
than providing simply a generic market signal, we believe linking related ETF tickers to themes is far more
practical. Why? Because it will help you to make specific investment decisions related to a certain theme.

Lastly, we added a final row – with a star icon – that focuses on other less important investment
themes that didn’t make the top five, but are nevertheless on our radar screen. Related ETF tickers
are only provided once a particular theme graduates into the top five rankings. 

Rank

Theme

ETF Tickers

1 

Soaring volatility: Stock market volatility (VIX) has skyrocketed over +350%
since the start of 2020. And it’s lifted VIX ETFs like VIXY and UVXY into the
stratosphere. VIXY and UVXY have gained +302% and +606% respectively
thus far in 2020.

VIXY, UVXY

Bullish Treasury ETFs Jump: The U.S. trend in lower interest rates full tact
and so is safe-having buying. Treasury ETFs like TLT along with 3x leveraged
ETFs like TMF have been a good trade and we continue to hang on.

2 

TMF, TLT

3 

Inverse ETFs take flight. ETFs that deliver opposite exposure to stocks are
soaring. The trend is strongly in favor of bears right now. Many 2x and 3x
inverse ETFs are jumped significantly and more gains ahead seem likely.

SH, EDZ, TZA,
SPXS

4 

GLD, RING

5 

UUP

Gold edges higher. We’ve talked repeatedly about central bankers with loose
monetary keeping precious metals prices firm and nothing has changed. With
governments and central bankers, no price is too high to defeat Coronavirus.
This is very supportive of gold.
Strong U.S. Dollar. Most global currencies, including the euro, have been
weak relative to the U.S. dollar. This is a multi-year trend established years ago
that continues to accelerate.
Other investment themes we’re monitoring: The falling euro, cloud
computing, AI/Robotics, FinTech and Cyber-security are all important themes.
So is the emergence of crypto-currencies. We’re monitoring all of these tickers.

GBTC, BOTZ,
HACK, SKYY,
ROBO, ROBT,
SOCL
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ETP Performance Trends
The Coronavirus outbreak has sent global stock prices into a tailspin. The losses have been fast, furious, and
deep. All country ETFs are sustaining double digit losses and all have swung into a bear market trend.
Stock prices are a leading indicator. And the economic losses because of country lockdowns and business
closures is being reflected in stocks. Investor sentiment is overwhelmingly fearful and the psychological
damage is taking its toll.
Curiously, Chinese stocks (GXC), the epicenter of the Coronavirus, are the best relative performing stock
market around the globe. Nevertheless, the downtrend favors China bear ETFs like ticker symbol YANG.
The same be said about bear ETFs linked to the entire emerging markets group like ticker EDZ. Shorting
emerging markets has been among the best trades of 2020. Unfortunately, sinking prices forced us to abandon
our emerging markets over developed markets trade (RWED). When prices speak, we must obey.
Stock market volatility has skyrocketed, signaling that investors are scared. And while there will be rallies
within this bear market, we expect those rallies to be short-lived and modest compared to the losses. We do
not believe a market bottom or capitulation have been yet reached. 
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