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New highs all over the board is the mantra. The $SPX just registered its highest weekly close.
This is starting to trend across the general complex, but new highs were really starting to
pickup ‘under the surface’ toward the beginning and middle of June. We want to view this as a
positive toward the breadth perspective and should really give this market a sustained picture
going forward. The short-term however may be overdone and consolidation above the 2,900
level would give positive characteristics. Sectors that are helping the situation are technology,
consumer discretionary and healthcare. Basic materials (XLB) has also turned up on the past
several weeks. We want to continue buying dips on fades into the 21-day EMA’s. This
includes sectors and indices. One sector that does need to pick it up is the energy space
(XLE), and more recently has started to show signs of, at a minimum a counter trend bounce.
There may be situational value here for a slice of your portfolio.
The growth story is still outperforming the value counterpart. This paints a risk on picture for
many asset classes. We are still waiting for small caps to turn the corner and really confirm
the overall confidence shown in the rest of the market. This aspect of the market is worrisome
to a degree but should not deter us from taking risk on in other styles. As you will see in this
month’s issue, small caps have momentum evidence on their side when it comes to a relative
view vs. SPY. The interest rate situation should start to see a mean reversion type trade, as
bonds look quite extended, and show some signs of momentum issues. Overall bond trends
however look very healthy when you peek at the weekly/monthly perspective. We expect
$SPX to eventually trade into and over 3,000 with a 61.8% extension from the lows in
December and the lows toward the end of April at 3,116.
The ultimate 100% extension from this measure is up near 3,345.5 for $SPX, representing a
nearly 13.5% move upon completion from the current close. This will likely take a few months
and may not be smooth sailing. In fact, we expect bumps along the road and welcome them.
The breadth perspective will need to continue confirming price up at these levels. A couple
other longer-term themes playing out right now is the U.S. dollar breaking lower. We have
been expecting this and we can see the impact this has on the metals complex. Gold has
been able to now close above a 6-year base, and projects much higher prices in the future.
Does this scream haven or more of a metals themed play for your portfolio? At a minimum we
would say a metals/miners themed play needs to be in your arsenal for the long-term.
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Profit Strategies
Ron DeLegge, Founder

The stock market has it good and that ain’t bad! Six months into the year, the total Schwab Total U.S. Stock
Market ETF (SCHB), which includes the entire spectrum of large, mid, and small cap stocks, is ahead by a
most generous +18.84%.
Do you remember that song by Ray Charles titled “Georgia on my mind?” Well, the stock market has low
interest rates on its mind. And the next expectation by market participants is for the U.S. Federal Reserve to
reduce interest rates by a quarter point in July followed by another two rate cuts later in the year. Is there
anything that could alter this outcome?
Any easing of trade tensions between China and the U.S. coupled with strong economic data during the next
month could put the brakes on any rate cuts. Instead of bemoaning this, investors should probably be thankful.
Would we rather have a climate where the Fed decides it doesn’t need to cut interest rates to keep the market
afloat? Or would we rather have a climate where the Fed is cutting rates because of deteriorating economic
conditions?
As stated in last month’s issue, we continue to hold the Utilities Select Sector SPDR ETF (XLU). Since our
April 11th entry into XLU, it’s jumped +6.64%. Moreover, XLU shareholders will be collecting a 0.48 cent per
share quarterly dividend on June 26. Thus far in 2019, XLU has been the perfect combination of income and
defense for discerning investors.
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Buyout Fever in Biotech
Don’t be fooled by the sluggish performance within the healthcare sector. A careful glance reveals plenty of
bullish price action, starting with merger and acquisition (M&A) activity, which is lifting the biotechnology group.
Pfizer just announced the $11.4 billion acquisition of Boulder, CO-based Array BioPharma. The buyout price
represents a 62% premium to Array’s closing price on June 14. The juicy buyout premium further cements the
urgency to find next generation therapies to treat difficult diseases like cancer.
The ALPS Medical Breakthroughs ETF (SBIO) has jumped over +28% since the start of 2019, easily
outpacing the +9.27% gain for the Healthcare Select Sector SPDR ETF (XLV). The latter tracks 62
healthcare stocks within the S&P 500.
Via text alert to our PREMIUM members, we added SBIO at $36.04 on June 20th. SBIO holds a basket of
68 small and mid-cap biotechs that have one or more drugs in either Phase II or Phase III U.S. Food and Drug
Administration clinical trials. Among SBIO’s top holdings are Array BioPharma, Galapagos NV, and Ascendis
Pharma. SBIO charges 0.50% annually.
Chart I plots the year-to-date performance of SBIO versus the SPDR S&P 500 ETF (SPY) and healthcare
stocks within the S&P 500 (XLV). Although SBIO has outperformed both groups during 2019, it’s achieved that
feat with much higher volatility. Moreover, SBIO looks poised for another run at its April highs. What’s been
(continued next page)
Chart I: Small Cap Biotech (SBIO) is Outperforming
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Chart II: After a Rough Year, Gold has Found its Mojo

behind the push higher? A confluence of factors with the biotech space is contributing to a steady flow of
buyout activity.
Established pharmaceutical companies are trying to counteract drug pricing inflexibility and patent expirations
with replacement therapies. Instead of trying to develop these drug treatments from within, big pharma is
buying its way into the market. The hope is innovative treatments used by newly acquired companies will usher
in the next wave of blockbuster cures.
Looking ahead, Moody's predicts more biotech buyouts, especially for companies focused on cancer drugs
and gene therapy. In a report released earlier this month, the credit rating agency identified $195 billion worth
of cash holdings across 22 large pharma and biotech companies in the U.S., Europe and Japan. More buyouts
should keep bullish sentiment high.
Gold is Heating Up
After several months of lackluster price action, gold is finally heating up. Per our weekly ETF picks, we
continue to hold our position in the SPDR Gold Shares (GLD) since our original entry on January 17, 2019 at
$12.39. We also own global gold miners (RING). Our patience has paid off and we’re now sitting on a
+7.94% gain in GLD. What’s next for gold?
A dovish Fed that favors low interest rates like we have now should be good for gold. We also continue to hold
GLD as a defensive hedge against economic weakness, continued trade friction between the U.S. and China,
along with short-term reversal in stock prices. 
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Choose Your Habits Well
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 book is due for release on July 26 @ Amazon.com,
pre-order your Kindle copy.

Investing is an exercise based upon constant failure and disappointment, drenched with mental distractions,
obsessions, worries, manias, and even superstitions. It’s an exercise that should have positive results, but far
too often doesn’t.
Behavioral finance, to some extent, has helped
us to connect the dots to why we behave in
certain ways with our money. What we’ve learned
is that behind our choices and habits is a complex
web of psychological, cognitive, cultural,
emotional, and social factors. This fascinating
arena has become so crucial toward
understanding the investment results we
experience that the Nobel Prize in Economics has
been awarded to leading figures within the field
like Daniel Kahneman, Robert Shiller, and
Richard Thaler.
It’s been said that a person’s wealth isn’t defined
by investment performance, but rather by a
person’s behavior. And habits are what shape a
person’s behavior. In other words, investment
results (good or bad) are highly correlated with
behavior (good or bad). What we also know is
that human behavior and habits are inextricably
woven.
One definition of habit is an activity that is “a
regular tendency or practice.” In some cases,
habit also has a negative connotation, referring to
an addiction or something that is difficult to give
up. For example, some people are trying to
overcome a smoking or eating habit to improve
their health.
This book explores habits of investing giants or,
as I like to call them, “the greats.” What if good
habits, like an addiction, were so ingrained in us,
so difficult to escape, that they became an actual
part of our very behavior fabric? What type of
coveted investment results would follow?
The 26 habits described in this book are not to be confused with a person’s characteristics or qualities. Habits
are things that people do repeatedly with such automatic routine, that they often go unnoticed. Some habits are
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practiced in a voluntary manner while other habits are involuntary. On the other hand, a person’s
characteristics are revealed by the habits they possess.
There are many books that talk about legendary investors of the present and past. Usually, they’re unabridged
textbooks describing complex, hard-to-replicate strategies that will put you to sleep. Seldom discussed are the
more subtle factors that led to their extraordinary outcomes.
It’s obvious the investing greats have accomplished enviable financial results. What isn’t so obvious are the
precise steps or things they’re doing to achieve their superior results. What specifically are their habits? And
how can these habits be applied to your own investing? While there is a variety of winning strategies covered,
there is little variability among the
investing greats in the specific habits that
led them there.
A careful study of the investing greats is
a prerequisite for all investors. And this
book’s chief purpose is to remind you,
one word at a time, about the singular
and defining habits which transform
people from average or below average
investors into great ones. This will help
you to focus on and even cultivate the
important habits that contribute to
investment success.
Investing great Ray Dalio recommended,
“Choose your habits well. Habit is
probably the most powerful tool in your
brain’s toolbox.” Or as I like to say, “The
best built investment portfolio
accompanied by poor habits will achieve
superior results with great difficulty.”
Habits of the Investing Greats will
teach you to:


Control your mindset and daily
regimen for making the right moves



Escape self-destructive behavior that
demolishes wealth



Mimic proven strategies used by
legendary investors



Unlearn behavioral patterns that limit
your potential



Reprogram you thinking from loser to winner



Instill confidence in your ability to make money in any type of market climate
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Our July 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 July income trade is executed in June.)
Recap from last month: Our GLD JUN $124 calls and our SPY JUN $294 calls both got called away. So,
we’re executing the following trades below.

For our July 2019 Income Trade we’re
executing the following moves:
GLD (Buy 100 shares @ $132)
Sell GLD JUL 2019 $135 calls near $125 per
contract. (Calls expire on 7/19/19)
SPY (Buy 400 shares @ $294)
Sell SPY JUL 2019 $299 calls near $200 per
contract. (Calls expire on 7/19/19)

Income Mix Portfolio
($130,800 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

10%
GLD

Based upon the moves listed above, we’ll
collect around $925 in monthly income from
our July trades.

90% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $53,131 or $617.80
per month over the past 86 months.
NOTE: For income results that closely mimic our July 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) still trades near the complacency zone and the fear of losing
money in the stock market is gone. We still have open defensive trade via ticker symbols “GLD” and “SH.”
The latter is built to go up when the S&P 500 declines. A correction, once it returns, should push both VIX
and gold higher. The euro has sunk to one year lows and looks poised to make a run toward its 2017
bottom. We remain bearish on the euro and we continue to hold put options on FXE.
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Health Checkup on Mr. Market
Your health is important. Without it, we’re rendered hapless and helpless. The same importance we show in
our own health is the same importance that should be displayed toward the market. We want to evaluate
everything to make sure our bodies and the market are performing how they should be, like a well-oiled
machine. The analogy can drag on but the gist here is that we want to be able to 1) understand what a healthy
market may look like and 2) if there is fixing that needs to be done, where is it, and how bad is the situation?
This will then all culminate to a perspective of, is this current environment a healthy one or are there under the
surface items that need adjustments and a doctor’s order? We hope to answer a few of these questions with
this month’s issue.
Great Market Themes
New 52-week Highs minus Lows
Breadth is one of the greater health checks we can go through on the market, and it just so happens that
overall breadth is looking strong right now. A complete change from about four weeks ago. We can measure
this in a couple ways. The first would be 52 weeks highs of stocks within certain indices, as well as the NYSE
New Highs – New Lows, as shown below.

We are currently seeing a weekly reading of 515, which is the highest weekly reading to date since 2010 (we
need to see one more day of data to close the week). This would mark a huge breadth surge in new highs
minus new lows and really set the tone in our opinion for the rest of the year in the domestic market.
IPO ETF

ETFguide.com

July 2019

ETFguide PREMIUM - 10

The Renaissance IPO ETF is a collection of sizable new companies which are added on a fast entry basis,
with the rest invested upon scheduled quarterly reviews. Companies that have been public for two years are
removed at the next quarterly review. The ETF tracks the rules-based Renaissance IPO index. Right now, we
are currently seeing this ETF breakout above $31.50 with significant power. Seeing this breakout occur speaks
to us a few different ways. First, the trend here is clearly up and we are seeing continuation take place before
our eyes. Seeing this continued uptrend, we must assume a ‘risk on’ approach to the IPO market. The holdings
are quite likely the riskiest assets in the market with most assuming volatile trading ranges for months after the
IPO date. If market participants are buying into this, it clearly points toward a healthy ‘risk on’ perspective. The
next characteristic that we admire about this situation is the fact that IPO is relatively outperforming SPY. It
outperformed off the lows earlier in the year, settled in, and is now outperforming once again.

Functioning Market Themes
Technology vs. Consumer Staples
A mediocre and steadily improving theme for Mr. Markets’ health is the ratio of technology stocks vs. consumer
staples stocks, measured by XLK:XLP. As shown on the next page, this ratio has not registered a relative high
over the past year and a half. Are we simply in a sideways consolidation phase? It’s a fair question to ask as
this ratio has made three higher lows now since the end of 2017. Coiled ratio is what it sounds like to us, which
means indecision for market participants, and resonates with us as something we will have to continue to keep
tabs on in the coming weeks and months ahead. Should we continue to see a risk on perspective in this
market, we believe this ratio will start to creep higher toward the high in April, ultimately taking this high out.
What this means for you is that XLK should be on your list of ETFs’ to get on board with as the market
continues to paint a risk on perspective. The PPO gives us confidence, especially if we see this break through
the zero line below. This is crucial! If this momentum indicator starts to rollover, the continued coiled action
between these two asset classes will march on.
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All in all, this health check on an aggressive intermarket relationship right now is nothing inspiring, but
momentum is looking to improve. This alone can give us clues that we want to be positioned more on the risk
spectrum (technology in this case) rather than the defensive (consumer staples).
Ugly Market Themes
Small Caps vs. Large Caps
Likely the ugliest characteristic in the market right now from a risk perspective is the performance of small caps
to large caps. The underperformance relatively in the small cap arena, as measured by (SML) is nothing to get
excited about. Below is a snippet of the high low percent measure for SML.

Unlike many of the other indices we cover here in the domestic space ($SPX, $COMPQ and $INDU), this style
of the market has witnessed minimal participation or leadership. The fact that during recent breadth surges in
February, April and now in June we are not seeing small caps participate in this new 52-week high
characteristic, like others, is disappointing for the health of this market. Can we trend higher as a market and
generate substantial returns without small caps leading? Absolutely, it’s been done many years in fact. But, the
healthiest of markets want to be seeing this characteristic for a sense of comfortability on risk assets.
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Given the trend above, you can see that large caps since last September have taken the leadership position
relatively. However, you do have pockets of SML strength, for example, off the lows in December. An aspect
that we can see changing the tune of this relationship, and ultimately improving the overall ‘health’ of this
market is the PPO momentum situation. On this ratio low here in June, we have registered a higher low in PPO
and more recently the indicator has started to cross up, under the zero line. This is improvement, so pay close
attention to this as we could be seeing a changing of the guard. We saw the exact same characteristics near
the lows in December 2018, and that marked an important clue for small caps leading the next few months
forward.
The health of the market can give us a great gauge of key trends. When we can identify healthy aspects,
mediocre aspects, and ugly themes in the market it makes our awareness factor of when to press risk or when
to hold off much easier. New 52-week highs may be the single best breadth characteristic around, essentially
because of its simplicity. Up trending markets create highs, thus giving breadth surges in this market. Pairing
this with relative ratios trying to improve and you have an improved health check-up on the broad market. Is it
perfectly healthy right now? No. That does not mean certain trends should be ignored however. It means we
should be placing our risk where breadth and trends align with our objectives. With the evidence shown today,
you have the IPO ETF showing breakout characteristics, XLK starting to improve vs. XLP, and finally you have
SML:SPX showing improved momentum characteristics that might make for a great weekly swing setup. 
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(Podcast) The Proactive Investor Defined
In his latest podcast episode, Ron DeLegge defines what it means
to be a “proactive investor.” Also explain are the differences between
proactive investors and inactive and reactive investors. Which of
these describes you?
The ETFs discussed in this episode include ticker symbols SCHB,
NUGT, DRN, XLK, XLRE, and UTSL.
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 1,900 subscribers and 300,000 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 

Crytocurrency rebound. The crash in bitcoin and other cryptos in 2018 was
epic. And a the recovery that’s now underway is another chance to participate if
you missed the first-go-around. We’ve been holding ETCG since it was $14 and
could see it top $50-70 if the uptrend continues.

ETCG, GBTC

2 

Gold rally is on. Never mind that gold was dead money for the past few
months. Central bankers with loose monetary policies coupled with slowing
economies has set gold ETPs on fire. We’re still long GLD and RING.

GLD, RING

3 

Leveraged ETFs Jump to Life: Most 2x and 3x daily bull leveraged stock
ETFs are in a major upswing. Standout performers are industrials (DUSL), real
estate (DRN), and technology (TECL).

No open trades

4 

Small caps look poised for more gains: After underperforming larger stocks
for most of 2019, small cap stocks look poised to outperform. Many small cap
ETFs have underperformed. Per our technical forecast, we own IJR.

IJR

5 

Emerging Markets: Stocks from emerging countries started the year strong,
but have been a mixed bag. Brazil and Latin America score gains but can’t
seem to keep them. China’s stock market is up, but trade tension is hurting its
economy. We’re short China A-shares via CHAD.
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, even though they are stuck in a bear
market.

CHAD

BOTZ, HACK,
SKYY, ROBO,
ROBT, SOCL
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ETP Performance Trends
Despite worry about a trade deadlock between China and the U.S., global stock markets are all positive while
volatility along with fear is down. Regionally, Canada (EWC) is +20.41% and now the best performer.
Meanwhile, former losers like Brazil (EWZ) and Latin America (ILF) have staged an impressive one month
bounce to turn positive.
Russia (RSX), which is a large commodities exporter, has been boosted by rebounding commodities prices.
Elsewhere, India (INDY) has managed to reverse a previously negative return with a 8.25% gain. And despite
widespread negative sentiment, European stocks (VGK) have held up well, gaining just over 15%.
Globally speaking, the momentum in stocks is still up. And a trade deal between the U.S. (VTI) and China, if it
happens, should give the market another short term boost. As we’ve said all along, none of this changes the
short-term economic damage that is impacting consumers and corporate earnings for companies with heavy
business ties to China. 
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