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

Risk assets got an additional boost this week – on top of the built-in
government’s open market purchases of stocks and bonds of all types – in the
form of hopeful news on the COVID-19 front. That news came in earlier in the
week and just added fuel to the recent risk rally. However, the rally in S&P
futures took prices right up to our higher projected resistance mentioned last
week and petered out there. While we feel that this resistance level will
eventually be conquered, we don’t think it will be this time around. The levels to
watch are 3,231.50 on the S&P futures and 3.234.70 on S&P cash. The
corresponding SPY resistance on the daily chart is at 323.41.

Mid-term
(weeks-months)

If we are correct in our short-term topping thesis noted above, the downside
targets at which purchases of stock proxies should be made will be 2,923.75 –
2,936 on the S&P futures. That equates to 2,937 – 2,947 on the S&P cash. The
support levels to watch for with SPY is 296.87 – 300.74.

Long-term
(months-years)

We certainly think things are more bullish longer-term and would be looking to
buy dips as they occur – as long as identified supports hold up and the patterns
that developed leading to the test of those supports indicate bottoms will be
made there. Just to reiterate, we see the supports coming in at 2,923.75 for the
futures, 2,937 for the S&P cash and 297 – 304 for SPY. As long as support
holds, we should see all-time highs at 3,397.50 for the futures tested in the
coming months. For S&P cash, the upside target will be 3,393.52. For SPY,
the monthly closing hurdle comes in at 340. We must note that if the initial
range of supports noted in the short and mid-term boxes above are broken, the
next possible downside targets for SPY would be 220 – 250. But, as noted, we
are more bullish now and would be buyers at 297 – 301.
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Profit Strategies
Ron DeLegge, Founder

"“Those who cannot adjust to change will be swept aside by it. Those who
recognize change and react accordingly will benefit.”.” – Jim Rogers

The size of the U.S. corporate debt market (investment grade debt) has ballooned by an incredible $1.5 trillion
over the past four months alone to record levels of $6.7 trillion. And if that’s not enough to scare you, the lower
quality junk bond market has more than tripled from $400 billion to $1.4 trillion. Have we put you to sleep yet?
OK, so maybe surging corporate debt doesn’t affect you directly. But here’s something that affects everyone:
skyrocketing U.S. government debt, which has jumped to a record $26.5 trillion, according to
USDebtClock.org. Moreover, the velocity of new government debt being created in such a short time span due
to Coronavirus relief spending is accelerating the debt death spiral. Time stamp these words: Debt financed
spending on Coronavirus by the U.S. government will exceed $5 trillion by the end of 2020 and could top $10
trillion alone by 2021, if the pandemic continues without a vaccine solution.
The U.S. government’s out of control spending and unsustainable debt have serious ramifications. What’s
occurring is very support of finite assets like gold and digital currencies. The trend is your friend and it’s staying
that way! Is there any wonder why the SPDR Gold Shares (GLD) has jumped almost 20% year-to-date?
The other major takeaway is that future tax rates, post 2026 will be dramatically higher. That means the
popular but false narrative you’ll be in a lower tax bracket during retirement will not be true for millions of
unsuspecting Americans. If you’ve never heard about Roth IRAs, we encourage you to learn about them
ASAP.
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Welcome to No Man’s Land
Macroeconomic policy has reached devolutionary heights in just a matter of months. The visuals below help
you grasp the unchartered territory we’re in right now. The Federal Reserve’s policy response is on a
completely different scale compared with the 2008 global financial crisis (GFC). Not only has the current
response been faster and the scale far bigger than at any moment in post-War history, but core doctrines of
global policy frameworks and financial markets have been fundamentally deformed beyond recognition.
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Developing Your Philosophy
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.

Instead of blindly embracing popular ideas or
trendy philosophies, hedge fund titan Ray
Dalio suggests thinking for yourself. Dalio
recommends deciding, “1) What you want, 2)
what is true, and 3) what you should do to
achieve #1 in light of #2.”
Listed below are questions your personalized
investment philosophy should answer:
 What are your core investment beliefs?
 Have your core beliefs been tested,
validated, and mathematically proven?
 What makes you think your core
investment beliefs will work?
 Are your core investment beliefs fully
compatible with your age, personality, and life
circumstances?
 How will you implement your
investment philosophy, and how will you
ensure it’s sustained?
 What types of assets will you own that
are compatible with your investment
philosophy? What types of assets will you
avoid?
 How do you know your investment
philosophy will help you achieve your bigger
picture life goals?
 Under what circumstances are you
willing to adjust your investment philosophy?
 Have you communicated your
investment philosophy to your partner and
other loved ones?
 Who will carry on your investment
philosophy should you die or become
disabled?
It’s been said that “he who stands for nothing will fall for anything.” The best safe-guard against being
victimized or falling prey to propaganda or other erroneous ideas is to have a sturdy investment philosophy that
is true, proven, emblematic of what you want, and systematically safe-guards your financial well-being. . 
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Our August 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 August income trade is executed in July.)
Recap from last month: For July, our SPY shares got called away at $320 per share and we booked a $4,700
short term gain plus another $1,280 in call premium for a one-month jackpot of $5,980. Our GLD call options
with the $172 strike for July expired worthless and out of the money, which is what we wanted. Below are
August’s income trades.

For our August 2020 Income Trade we’re
executing the following moves:
GLD (Own 100 shares @ $158.70)
Sell GLD AUG 2020 $180 calls near $50 per
contract. (Calls expire on 8/21/20)
SPY (Buy 400 shares @ $321.90)
Sell SPY AUG 2020 $327 calls near $530
per contract. (Calls expire on 8/21/20)

Income Mix Portfolio
($145,760 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

12%
GLD

Based upon the moves listed above, we’ll
collect around $2,170 in monthly income from
our August trades.

88% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $65,406 or $682.50
per month over the past 99 months.
*NOTE: For income results that closely mimic our August 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) remains stubbornly high, despite the sharp rebound in stocks
from extremely oversold conditions in March. 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. Defensive assets, it’s
worth noting, have held up quite well, even in the face of the bear market rally that’s now underway. GLD is
+19 % year-to-date while TMF is +65%
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Spotting Possible Tops Using Channels
“Trees Don't Grow To The Sky. ... As the tree gets taller, the force of gravity makes it more and more difficult to
get water to the leaves, making it more difficult to grow. The stock market cycle is much shorter than the
lifespan of a tree, but the principle is similar."
- ValueWalk.com, 2/24/17

Nowadays, technicians have had to pay much more attention to technical tools that rely on math and/or
geometric angles for analysis / projections. Nearly gone are the days of pattern recognition and other more
intuitive technical analysis tools / techniques. Analysts now have to think in terms of what can be and would
more likely be programmed into an algorithm by a PhD in Math rather then patterns that other Chartered
Market Technicians and the like would study.
That being noted, we would suggest using trendlines and trend channels along with Fibonacci measuring
techniques to create your upside and downside targets for indices, commodities, currencies, bonds and even
heavily-traded stocks.
Today, we want to look at the “FAANG + MSFT” group that collectively accounted for 80% of the gains in the
market recently. If we can get an idea of whether these stocks have topped and where support may likely
come into play, we will probably have a pretty good idea of when to look to take profits on longs and when to
re-enter on a pullback. Here we go….
Facebook (FB, $242.03 – left below) – already tested upper edge of its long-term uptrend channel and has
started to pull back. Possible supports come in at $228.50, $198.50 and $178. We would be willing to buy FB
at that first support – but would be diligent about honoring stops on a close below that level. That’s about 6% to
the first support and around 15% to the next.
Apple (AAPL, $385.31 – right below) – has room to run before the next parallel channel comes into play.
Right now, it looks like $435 - $440 is the target range for that channel line. Ahead of a test of that line, we
very well could see a pullback to the most recently broken parallel line at $342 - $343. We would absolutely be
willing to buy AAPL at those prices ahead of a projected move to $440. That’s just over 10% to Apple’s first
projected support.

Amazon (AMZN, $2,961.97 – left below) – already hit the upper edge of its long-term trading channel earlier
this month and has started pulling back. The first support for AMZN shares comes in at the middle parallel line
at $2,653 or so. The lower parallel line comes in at around $2,000. We would certainly be willing to give
AMZN the benefit of the doubt and buy near the first support at $2,653. That’s about 10% below Friday’s close.

ETFguide.com

AUG 2020

ETFguide PREMIUM - 8

Netflix (NFLX, $492.99 – right below) – already hit the upper edge of its long-term trading channel as well
earlier this week and then came tumbling down after slightly less-than-anticipated subscription and earnings
guidance for the near future. Pullback targets for the suddenly chilly Netflix are $452 - $457.51 and $414 $421.50. You have to be a buyer of NFLX at either one of those price ranges given the overall bullishness of
this chart. That’s about 15% below Friday’s close.

Alphabet (GOOGL, $1,516.85 – left below) seems to have room to run on the upside before the next parallel
and upper edge of the long-term uptrend channel is tested. That level seems to be around $1,650 - $1,660.
Support for GOOGL comes in at $1,464.70 on the daily chart. That would be the level at which we would be
considering longs in GOOGL shares ahead of the rest of the surge to the $1,650 area. The downside target is
about 3.5% below Friday’s close.
Microsoft (MSFT, $202.88 – right below) has simply gone parabolic – even on the monthly chart. It hit as
high as $216.38 – which is just a hair below our $217.59 target (based on a combination of techniques). Using
channel line from the wave I high in March of 2000 to the June 2020 high of $203.51, we can extrapolate the
middle and lower channel line parallels. Those two lines provide projected support of $141 and then
somewhere around $100. If we take the move from the 2008-9 Financial crisis low to now and overlay
Fibonacci retracement lines, the 23.8% line comes in around $170 or so and the 38.2% line comes in at the
$141 level – a nice correlation / confirmation for the middle uptrend channel line. To project even a 15% drop
from Friday’s close to the first Fibo support is hard to imagine for this blue-chip tech leader. However, a 30%
drop is almost unimaginable unless we see a broad market sell-off to that degree. Nevertheless, we just want
to be aware of these levels. The $170 level is about 16% below Friday’s close.
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Overall, it looks like an ideal entry point for the NASDAQ would be about 10% - 15% below Friday’s closing
levels. We would either look to buy QQQ or TQQQ once we see such a pullback. Or you can attack the
individual FAANG / MSFT components one by one as they come down to support.
Does all of this mean that the markets are destined to sell off from here? Absolutely not. But it does remind us
that “recency bias” is something we should all be aware of and that we should all try to avoid. It is prudent to
remember truly historic rallies and sell-offs alike so that we can keep today’s action in perspective. 

#ETFBattles – an ORIGINAL weekly
series exclusively @ ETFguide TV.
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(Podcast) John Bogle + Avoiding Retirement Mistakes
In his latest podcast episode, Ron DeLegge shares an archived
interview with investing great John Bogle. Although he passed away
in 2019, Bogle’s words of wisdom live on!
Also on the show: Ron shares common retirement planning mistakes
you should avoid making. Listen to the weekly Index Investing Show
at iTunes, Google Podcasts and Spotify.
Have you subscribed yet? Since launching ETFguide TV, we’ve
amassed almost 2,600 subscribers and over 382,000 views. Your
free video subscription ensures that you never miss an episode.
Subscribe and watch. 

Q3 2020 ETF Guides
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:





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

Technology stocks lead rally. The stock market’s recovery from March lows
has been led by companies like Apple, Alphabet, NVIDIA, Tesla and Zoom.
Other important sectors like financials, energy and real estate are lagging.
Overweight what’s working, underweight or avoid what’s not.

1 

TQQQ, QQQ

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 and continue to be a good trade and we’re long.

2 

TMF, TLT

3 

GLD, RING

4 

VIXY, UVXY

5

Gold keeps rolling. 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.
Soaring volatility: Stock market volatility (VIX) had skyrocketed over +500%
in March, but is up just 86% YTD. While VIX ETFs like VIXY and UVXY have
sharply corrected, another round of higher volatility is ahead. Why? Because it’s
happened in the past and will happen again in the future. Be ready.
Inverse ETFs take flight. ETFs that deliver opposite exposure to stocks have
been falling since the March bear rally. Many 2x and 3x inverse ETFs that
jumped significantly before are now down. Translation: Another buying
opportunity for bears and contrarian traders.
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.

SH, EDZ, TZA,
SPXS

GBTC, BOTZ,
HACK, SKYY,
ROBO, ROBT,
SOCL
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ETP Performance Trends
The Coronavirus outbreak has created a massive imbalance in global stock prices. After sharp losses during
March, we’re in the midst of a recovery phase. Nonetheless, most country ETFs – even after the bounce – are
sustaining losses. Among the 13 global ETFs we track, 11 have negative YTD performance.
Market dislocations are everywhere. In the U.S., depression-type economic readings haven’t stopped U.S.
stocks (VTI) from surging higher. Moreover, Chinese stocks (GXC), the epicenter of the Coronavirus, are the
best relative performing stock market around the globe. Always remember: The stock market may have legs,
but it never has brains.
Most emerging markets like Africa (AFK), Brazil (EWZ), and India (INDY) remain in bear market territory.
Stock market volatility has edged lower, but is still high compared to the start of 2020. But stock prices
continue to grind higher. 
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