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

We are seeing signs that the markets can pull back 5% or so and still be in
very bullish overall technical position. The S&P 500 futures have room to
pull back to 3,471 or 3,424 from 3,580 at the close on Friday, Nov. 20.
That would be a healthy pullback in an overall bull trend.

Mid-term
(weeks-months)

The trend in the major indices is still very much to the upside – even if the
markets pull back 5% or so in the short-term. For the S&P 500 futures, as
long as 3,400 – 3,420 holds up on this pullback, the uptrend that has been
in place from the March 2020 lows will be intact. A break below that trend
would likely lead to a quick dip to 3,225 – 3,264.

Long-term
(months-years)

The long-term picture for the US markets is also very strong with the longterm uptrend line coming into play down at 2,800 – 2,900. We are
nowhere near that level – which is great because the trend is safe and
sound for now. However, a dip from 3,580 to 2,800 is a pretty scary
prospect.
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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

We know the coronavirus pandemic has shut down much of the U.S. and global economy. We also know the
pandemic has accelerated many important business trends that were already long ago in place like cloud
computing, cybersecurity, e-Sports, social media, streaming TV, telemedicine, video communication and
remote working.
It’s rather obvious the good old days of employees working from cubicles in a skyscraper affixed with a
corporate logo are gone. In Manhattan alone, less than 10% of the 1.2 million office workers have returned to
their cubicles, according to estimates. It’s no surprise the Real Estate Sector SPDR (XLRE), which tracks
large S&P 500 REITs like Empire State Realty Trust and Vornado Realty Trust has slumped -2.43% (YTD)
compared to the S&P 500’s gain of almost +12%.
Keep in mind XLRE was down more than -32% in March, so it’s enjoyed one heck of a relief rally. A massive
shift in the real estate sector is now underway and for that reason, we’d rather wait it out versus blindly diving
in. Essential workers in healthcare, government, communications, manufacturing and transportation are the
small fraction of the workforce actively engaged in the field.
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This tells us the remote working theme is very much alive and here to stay. Consider these impressive stats:






Almost 10 million U.S. workers now work from home full-time
U.S. remote work jumped +173% from 2005-18
55% of businesses globally offer some capacity for remote work
75% of Fortune 500 CEOs say they’re planning to accelerate the digital transformation of their
businesses
$11,000 is how much companies can save annually for each employee that works remotely halftime

Capturing this theme is the Direxion Work From Home ETF (WFH). Launched on June 25, 2020, WFH is a
concentrated 40-stock portfolio built on four pillars: Cloud technology, cybersecurity, online project and
document management and remote communications. With an annual expense ratio of just 0.45% annually,
WFH has the lowest costs for ETFs in its peer group.
The Direxion Connected Consumer ETF (CCON) is cousin to WFH, but with a focus on companies serving
consumers with home entertainment, online education, remote health and digital social interaction. The fund
was introduced on August 25, 2020 and it charges 0.45% annually. Top holdings of CCON’s 40 stock portfolio
include Ehealth, Fitbit, Peloton and Smile Direct Club. CCON’s has around 80% of its equity exposure to U.S.
stocks with the remainder in Chinese stocks.
Summary: The global pandemic has accelerated major trends like remote work and digitally connected
consumers. Even after a coronavirus vaccine is found, these trends are likely to remain in place. Thematic
ETFs like CCON and WFH are low cost ways to capitalize on these trends. 

ETFguide.com

DEC 2020

ETFguide PREMIUM - 4

Our December 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 December income trade is executed in November.)
Recap from last month: For November, our covered call options on both GLD and SPY expired out-of-themoney and worthless. We pocketed $1,160 for sitting on shares in both ETFs that we still own and now we’re
executing the below covered call income trades for our December trade.

For our December 2020 Income Trade
we’re executing the following moves:
GLD (Own 100 shares @ $182.05)
Sell GLD DEC 2020 $184 calls near $60 per
contract. (Calls expire on 12/18/20)
SPY (Own 400 shares @ $339.45)
Sell SPY DEC 2020 $370 calls near $150
per contract. (Calls expire on 12/18/20)

Income Mix Portfolio
($159,500 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

11%
GLD

Based upon the moves listed above, we’ll
collect around $660 in monthly income from
our November trades.

89% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $68, 506 or $671.62
per month over the past 102 months.
*NOTE: For income results that closely mimic our December 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 snapshot of the markets provided by the charts below shows us that gold, stocks and U.S. Treasuries
have been leaders. Meanwhile, we see complacency sounding some alarms and the VIX, which measures
stock market volatility and fear, is trending lower.
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Where Stocks Might be Headed Next
Are markets going to continue the trend higher or fizzle out here?
The global scene seems to be giving us more of the same whether we like it or not. More virus cases, more
denial about by the Trump administration of the nearing end of his presidency, more bickering in D.C.
regarding fiscal / emergency relief – just more of everything nobody wants.
The net result is that markets are increasing their volatility in both directions as there appear to be no clear
winners. The recent positive vaccine news is battling with the news of more economic shutdowns in the shortterm – no clear winner yet. The hopes for a peaceful political climate are clearly battling with the reality of a
stubborn Trump Administration and uncertainty surrounding the Georgia Senate runoff elections in January –
no clear winner either. The hopes for a fiscal / emergency relief package from D.C. are battling against the
reality of polarized contingents that refuse to give way and come together for the benefit of those in need –
nobody wins.
With all of that going on, we see technical evidence of more downside action in stocks and other risk assets
getting ready to play out. But… the key “topping” indicator we go to normally – the Russell 2000 Small Cap
Index – seems to be holding up just enough to give the bulls some hope. Let’s take a look at some of this
conflicting technical evidence to see if the markets can be our guide.
Still No Topping Signal from Small Caps!

The Russell 2000 Small Cap Index is shown above versus the S&P 500. We can see that both indices are
healthily above the early 2020 peaks. The Russell 2000 is not showing any warning signs or bearish
divergences at this point. No failures to make new highs, no lower peaks and lower lows – none of that. We
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can see that back in January, the small caps clearly peaked out and then failed to make a new high in
February even as the S&P 500 did so. We’re simply not seeing any of that type of action here – so good news
for the bulls.
NASDAQ Lagging vs. S&P – Cause for Concern?
On the bearish side of the ledger, we’re seeing a failure (thus far) by the NASDAQ to make new higher highs
even as the S&P did so recently. There’s still time, though, and we may end up seeing an explosion higher in
the NASDAQ Composite and NASDAQ 100. Right now, let’s put this situation on the “must watch” list.

High Yield Bonds are Lagging versus the S&P 500 – possible truth-teller in our midst?
The chart below is an interesting one that does not typically draw our attention. However, the health of the
underlying economy can frequently be viewed in the high yield bond market. Actually, it may be more
appropriate to say that problems in the underlying economy may show up early in the high yield market. Well
the chart below of the iShares IBOXX High Yield Bond ETF (HYG) may be telling us “the truth” about where
the real economy is right now. Where is that? Better than it was in March, but not recovering / rallying as
quickly as the stock market seems to be signaling. Will high yield bonds catch up or will they and the real
economy act as a weight for the stock market? Only time will tell – but this, too, should go in the category of
“must watch situations”. (Continued next page)
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Overall
There are certainly causes for us to be cautious at this point (S’s over N’s, relatively weak high yield bonds,
etc.) – but the Russell 2000’s strength would keep us from being overly bearish right now. As noted earlier in
today’s report, we may see a short-term pullback in stocks which will put the NASDAQ and Small Caps to the
test. If they hold up on a test of support, we could see another powerful move to the upside. Let’s keep an eye
out for any bearish divergences in the Russell 2000 – without those, we probably won’t see more than a
modest pullback in equities. 

Q4 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.

Although all of our investor guides are complimentary, email sign up is
required to receive future updates.
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The Portfolio Report Card: A New Weekly Show
We’re proud to announce the release a new weekly show called “The Portfolio Report Card.” The program
features real life investment portfolios from investors and traders that are analyzed and graded with
ETFguide’s grading tool known as the Portfolio Report Card™.
The first episode examines a $671,459 investment portfolio in key areas like cost, risk, diversification,
taxes and performance. At the end of the show, the portfolio is assigned a letter grade of A, B,C, D or F. Each
grade represents the architectual strength of the overall portfolio.
The show is hosted by Ron DeLegge, Inventor of the Portfolio Report Card™ and Founder @ ETFguide. Want
to get your investments analyzed and graded? Get started at PortfolioReportCard.com.

(Podcast) Getting Good Results During Tough Times
In his latest podcast episode, Ron DeLegge provides an inspiring
true life story about how one investor amassed a 14,000% increase in
his net worth despite a stock market that was flat for 16 years. Ron
reveals the identity of the investor and key takeaways.
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 over 4,000 subscribers and over 430,000 views. Your free
video subscription ensures that you never miss an episode.
Subscribe and watch. 
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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 

Cryptocurrencies take flight. Last month’s issue of ETFguide PREMIUM
discussed key factors that are supportive of higher bitcoin prices. This is not a
one day, one month or one year trade: it’s a buy and hold trade. Be sure to
check out ethereum, a smaller rival coin to bitcoin. HODL!

GBTC, ETHE

2 

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.
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 still long.

TQQQ, QQQ

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.
Diminishing volatility: Stock market volatility (VIX) had skyrocketed over
+500% in March, but is up just 71% YTD. And 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.
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.

GLD, RING

3 
4 
5

TMF, TLT

VIXY, UVXY

GBTC, BOTZ,
HACK, SKYY,
ROBO, ROBT,
SOCL
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ETP Performance Trends
The latest portrait of our global equity map shows a nearly even balance between red and black. And as
we’ve been harping on the past 8-months, the Coronavirus outbreak has created a massive imbalance of stock
market haves and have nots.
Since March, we’re in the midst of a recovery phase. Among the 13 global ETFs we track, the winners are
concentrated in Asia and North America while the losers are in Africa, South America and Russia.
Despite depression-like economic readings in the U.S., U.S. stocks (VTI) are in an upswing. Likewise,
Chinese stocks (GXC), the original epicenter of the Coronavirus, are the best relative performing stock market
around the globe with Japan (EWJ) not far behind. Will the resurgence in Chinese and U.S. stocks spread to
other markets? If so, it would give more credence and strength to the concentrated rally in these two countries.
Most emerging markets are negative with a few like Latin America (ILF) and Brazil (EWZ) still stuck in bear
market territory. Stock market volatility has edged lower, which could be a precursor of higher volatility ahead.
Volatility bulls will need some patience, but another big pay day looks likely. 
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