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

Resiliency is the key word for these markets right now. It’s a great showing for the breadth
crowd as it is a great display of just how far markets can run when solid underlying breadth is
in place. We can see this across the board as well and really the question will become, can it
continue like this? We believe there is no sense in trying to call the top or bottom of a market,
rather, we want to look for clues that present a change of the guard that can put us in position
to capitalize. The S&P 500 is reaching extended counts that we have marked as per our
Fibonacci extension tool. These levels are 3330 and 3354 respectively. As of the close today,
we are within a trading days range of seeing these. This gives us more pause in the shortterm. Try to tighten up stops and allow the trend to run if it needs to yet.

Mid-term
(weeks-months)

We want to use 3228 and 3200 as our intermediate term support levels that would create
interest on any sort of setback. We also want to mark out 3124 as another level beyond that
could come into play if we have enough of a volatility scare. Again, these are levels we want
to pay attention to on a setback. If they never come to fruition, the trend has likely continued!
We are seeing strength out of the technology sector, which is not surprising as this market
tends to lead the charge higher. We want to pay close attention to the high yield space as
could be flashing signs for short to intermediate term weakness. This is a good gauge to
monitor for risk on or risk off within the market. There are a few similarities being thrown
around out there that this could be another 2018 type start to the year. Although this is, to
some degree possible, we believe there is more under the surface strength taking shape, that
wasn’t showing in 2018.

Long-term
(months-years)

This is more of a positive for the longer-term trend, not necessarily the short-term. This week
we also saw a breakout type trade in the small cap Russell 2000. This is now challenging
2018 highs and looks to be another good response for the risk on space. Although it has not
been leading for large amounts of time, it has shortened periods where we have buyers
stepping up to the plate and becoming aggressive. We expect this trend to continue higher
over the spring and summer months. This comes to another point that you will see later in this
month’s issue. With the presidential election coming this November, we have some interesting
seasonal tendencies and cycles that we want to pay attention to. We tend to have a strong
quarter 1 and 2 but come quarter 3, things overall start to get shaky for the domestic indices.
Use this to your advantage early in the year, as we are now, and start planning out a few
trades that might get you to the summer months.
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Profit Strategies
Ron DeLegge, Founder

“It’s wise to remember that too much success in the stock market is in itself an excellent
warning.” – Gerald Loeb

A new calendar year doesn’t necessarily spell an instant trend change in financial markets. And key stock
ETFs like the SPDR S&P 500 (SPY), SPDR Dow Jones Industrials (DIA), and Nasdaq 100 (QQQ) already
making new highs in succession is enough proof.
Anyway, if you missed the latest melt-up in stocks stop – I repeat – stop lamenting and just keep doing what
you’re doing. This too shall pass. Moreover, you’re well positioned to miss the next meltdown. Admittedly,
precise timing on that is tough. John Maynard Keynes once quipped, “Markets can stay irrational longer
than you can stay solvent.” Keynes, by the way, was one of the few economists that actually turned out to be a
good investor.
Even for the timid, profit opportunities in frothy times abound. In this month’s issue, we focus on a trade setup
in emerging markets, which are undergoing a major shift from laggards to leaders. This transition is still early
enough in the cycle that we’d consider emerging markets to be a contrarian trade.
Beyond the start of a new decade, this year is also a Presidential Election Year in the U.S. More times than
not, stocks have trended upwards during election years and it seems the bullish price action of the moment is
confirming the election cycle’s historically positive propensity. If you’re into trading cycles, we only advise
trading them when prices are confirming the cycle like they are now. The same goes for trading seasons.
Prices must always and first confirm the season. Nevertheless, keep your trades on a tight leash and always
make sure your portfolio has an adequate margin of safety to cushion the bumps ahead.
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Emerging Markets are Becoming Leaders
Both U.S. and international developed markets have performed better compared to emerging market (EM)
stocks. For the 10-year period ending December 31, 2019, the Vanguard Total U.S. Stock Market ETF (VTI)
climbed +252.41% while the Vanguard FTSE Developed Markets ETF (VEA) rose just +74.50 and the
Vanguard FTSE Emerging Markets ETF (VWO) rose even less, just +40.51%.
Never mind what happened in the 2010s because it’s history. Emerging markets, starting in mid-December
2019, staged a sharp breakout to the upside. Pessimists would call it a false alarm, but we’re not so sure.
Many single country ETFs like South Korea (EWY) and Russia (RSX) within the EM space are breaking out
to the upside. Performance, whether it’s bullish or bearish, is contagious.
Another important factor beyond price movement is to have multiple participants joining the rally. And
that’s what we’re observing right now in EM’s. We look for the same dynamic when it comes to industry sectors
that make up the stock market. The more sectors that are participating in the trend, the more likely the strength
of that trend is likely to be.
We like emerging markets and there are three ETFs to profit from a bullish continuation: The Direxion MSCI
Emerging over Developed Markets ETF (RWED), the Direxion Emerging Markets 3x Bull (EDC) and the
Vanguard FTSE Emerging Markets ETF (VWO). Among these three ETFs, VWO is the least aggressive
whereas EDC is the most aggressive and RWED falls somewhere in the middle. We’re labeling this as a
“Contrarian Trade” because the trend for emerging markets from laggard to leader is still in its infancy.
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Improving Your Performance with Thrift
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.

Starting with just $5,000, Anne Schieber
amassed a $22 million fortune over a 50-year
period. What makes her feat especially
remarkable is that Scheiber worked for the
Internal Revenue Service and never earned
more than $3,150 in a year!
While many people from Scheiber’s generation
were scared away from the stock market
because of the 1929 crash and the Great
Depression that followed, she bravely invested
the little money she had in stocks. In time, her
portfolio grew from just a few companies to
over 140 stocks including giants like Bristol
Myers-Squibb, Coca-Cola, Chrysler, and
Paramount.
Although Scheiber was a multi-millionaire on
paper, even generating more than $200,000
per year in dividend income, she lived in a
non-descript apartment with peeling paint on
the walls. She was the epitome of frugality!
In 1995, Scheiber donated her $22 million
fortune to Yeshiva University. Despite her
hyper-extreme thrift, Scheiber is a model
example of how to prioritize investment
savings. She flatly out-saved and out-invested
everyone around her!
Up until her death, Anne Scheiber remained in
obscurity. Even today, she’s is not a
household name in finance circles. But that
doesn’t diminish her greatness. Scheiber’s
diligence and thrift offer a lasting impression to
all.
What the Investor Should Do…





Curtail unnecessary trading activity.
Be frugal without being cheap. Obtain the maximum value for what you spend.
Understand the absolute cheapest solutions aren’t necessarily the absolute best solutions.
Recognize that runaway investment costs and taxes hinder performance.
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Our February 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 February income trade is executed in January.)
Recap from last month: For January, our GLD shares got called away at $142 and our SPY shares got called
away at $330. For GLD, we booked an $80 loss on the sale while we realized a short-term gain of $3,600 plus
$40 in call option premium from SPY. Not a bad haul for one month’s work! We’re now executing the following
income trades below.

For our February 2020 Income Trade we’re
executing the following moves:
GLD (buy 100 shares @ $146.58)
Sell GLD FEB 2020 $150 calls near $90 per
contract. (Calls expire on 2/21/20)
SPY (Buy 400 shares @ $331.95)
Sell SPY FEB 2020 $334 calls near $300 per
contract. (Calls expire on 2/21/20)

Income Mix Portfolio
($147,438 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

10%
GLD

Based upon the moves listed above, we’ll
collect around $990 in monthly income from
our February trades.

90% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $56,976 or $612.64
per month over the past 93 months.
*NOTE: For income results that closely mimic our February 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) is stuck in the complacency zone.

We still have open defensive
trades via ticker symbols “GLD” and “SH.” The latter is built to go up when the S&P 500 declines. A
correction, once it happens, should push both VIX and gold higher. The euro remains near multi-year lows
and looks poised to make a run toward its 2017 bottom.
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A Presidential Look at Election Year Cycles

We’ll start out this month’s issue with a PSA (public service announcement), if you do not like seasonal
charts or data, this issue isn’t for you! For others, we believe there are some incredible tidbits and facts that
could help you navigate through this year’s market. Sit back and enjoy…
Presidential Election Cycle and How it Works
Cycle analysis has been around for quite some time. As history continues to bring in more and more data,
cycles will ebb and flow throughout history. One of the underlying themes that shows up every four…

years is the presidential cycle and how that cycle relates to the market
structure. On the graph above and the table to the right, we can start to
identify patterns and trends just by extracting data going back many,
many years. Notice on the graph above, the data is taking the average
DJIA returns since 1896, by quarter and showing some very impressive
numbers. What stands out is the returns of year three, we just traded
through 2019, which happens to be a ‘year three’. Looking at the big
picture, we really didn’t go anywhere on the major indices from the
beginning of 2018 until about mid-2019. However, when you start
looking at the 2019 returns for the market, we see some very big
percent returns, aligning well with the graph above. Hindsight of course
is always 20/20, so let’s investigate what the fourth year of a presidential
cycle could possible bring. In year four we tend to see a strong historical
return figure for quarter one, which we are currently sitting in. Quarter
two is still positive but likely not as fruitful as Q1. Then we head into Q3
for a high probability of low return numbers. The interesting part is that
this is when the main event (election) starts to heat up the most. Fear
tactics are spouted throughout the media in a much heavier sense to
change voter opinion from one side to the other. What you will see in the
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seasonal charts on the next few pages are exactly what this fear can do to market participants and how it
affects the general market structure. We want to be ahead of the curve, preparing for a few of these high
probably trends that are not guaranteed to take shape, but have a high likelihood of taking flight.
Presidential Year Seasonal Charts
The first chart below is the one most market participant’s care about the most, the S&P 500. This seasonal
pattern is taking the last 25 years of return history and minimizing it down to just the years where presidential
elections occur.

You’ll start to notice a theme here taking shape, and it aligns very closely to what the graph depicts on the first
page of this issue. If you think the market is overheated now, well, seasonally we have some room to run from
a historical probability basis. The first quarter proves to be very strong, and we are off to seeing that take
shape here in 2020.
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When we take investigate the 3rd and 4th quarters, we also see that the 3rd quarter tends to be the weaker of
the bunch, by a wide margin. Keep this in mind come July and August of this year. Does the market always
work out this way? Absolutely not! But it is our job to be prepared for moves like this to come, and we can use
this historical data to steer us in the right direction. We will still be monitoring the technical basis, because in
the end price still takes the cake for executing correctly on market movements.
A few other interesting seasonal characteristics come from the gold market and crude oil. This data is once
again taking years only when there is the occurrence of a Presidential election.

Gold has a few more weeks for the possibility of a runup but then tends to taper off slightly in February. For
crude oil we are trading upon a major low for the period, that tends to create a solid trend all the way until the
middle of May. This is a big theme we want to take note of here, right now!

Resilient Themes to Note
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With many seasonal characteristics that point toward both good and bad historical returns in the market, we
want to take another approach that simplifies it down to ETF themes that may or may not have a good shot at
returning solid percentages as Whitehouse regimes either stay the same or change during election year. Below
shows a table of specific theme related ETF’s that may be worth your while checking into:

Ticker
IGF

Description
iShares Global Infrastructure

Expense Ratio
.47%

VIG

Vanguard Dividend Appreciation

.10%

EEMV

iShares MSCI Emerging Markets Minimum Volatility

.70%

GLD

SPDR Gold Shares

.40%

XAR

SPDR S&P Aerospace & Defense

.30%

When comparing these ETF’s to IEF, the 7-10 YR Treasury bond like ETF, we see that many on the list above
provide better relative strength right now compared to the shorter duration ‘bond like’ product. We compare this
basket vs. IEF because there are countless of individuals who decide to take risk off during the election year
and possibly place their money into an ETF like IEF. We are here to say, while there certainly may be an
appropriate reason for this, we would encourage you to consider a few of the above and below options instead.
You may find that the return and volatility provide a good balance for your portfolio.

The key perspective to remember about Presidential cycles, and more importantly cycles overall, is that there
are key differences, even though we can find patterns in the data. This is important to keep in mind as we
approach the heart of the campaign season coming up here this spring and summer. 
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Watch ETFguide @ YouTube and our Latest Coverage:
•

Diary of a Wimpy Investor’s Radical Transformation

•

The State of ETF Investing: Now and Ahead

•

This is How $5,000 became $22 Million

•

Make Money When the Stock Market Falls

•

One Commodity Not Acting Like the Rest
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Podcast: The “Missing Link” in Portfolios
In his latest podcast episode, Ron DeLegge analyzes the behavior
of stocks during Presidential Election years.
Also on the show: Ron talks about the “missing link” in most
investment portfolios. It’s not a particular stock or fund either. It’s
something that even advanced investors with decades of experience
miss.
Finally, Ron provides the latest year-to-date ETF performance
numbers within major industry sectors and global markets.
Have you subscribed yet? Since launching our YouTube channel,
ETFguide has amassed over 2,000 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.

ETFguide.com

FEB 2020

ETFguide PREMIUM - 13

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

Leveraged Stock ETFs remain in upward trend. After near parabolic
performance, most 2x and 3x daily bull leveraged stock ETFs have added even
more gains. Areas with the best short-term momentum are technology (TECL)
and communication services (TAWK).

1 

UTSL

2 

Gold edges higher. Central bankers with loose monetary policies has kept
precious metals prices firm. Can they go higher? We absolutely think they can
and we like the charts. We’re still long GLD and RING.

GLD, RING

3 

Bullish Treasury ETFs Jump: The U.S. trend in lower interest rates is
propping up prices for Treasury ETFs like TLT along with 3x leveraged ETFs
like TMF. Any kind of significant pullback in stocks would likely see these ETFs
add to their gains.
Small caps catching up: The underperformance for small caps vs. larger
stocks is narrowing. Per our technical forecast, we own IJR, which is labeled as
a contrarian trade.

TMF, TLT

4 

IJR

5 

Emerging market break out. The bullish price action in emerging markets has
multiple countries participating which is a good sign. Now we just need Latin
America to join the party and we could see this group add to its early 2020
gains.
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.

RWED, EDC, VWO

GBTC, BOTZ,
HACK, SKYY,
ROBO, ROBT,
SOCL
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ETP Performance Trends
The New Year has started where it left off in 2019: in an upward trend. Global stocks have shrugged off
worries about decelerating global economic growth along with the trade war slugfest between China and the
U.S.
In developed markets, Australia (EWA), Canada (EWC) and the U.S. (VTI), are equity performance leaders,
with each country posting strong early gains. Given that overall commodities prices have been stuck in a rut,
the outperformance of stocks in Canada and Russia’s (RSX) has been somewhat of a disconnect. Both
countries are large commodities exporters. A significant upswing in commodities prices has the potential to lift
these two markets even higher.
Looking ahead, our investment emphasis is to own emerging markets as a whole. Their bullish price breakout,
which began in mid-December, looks legitimate, has multiple countries participating, and it’s not something we
want to miss.
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