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

After a historic rally off the lows of mid-March, the US markets find themselves in
one of two situations – either failing at resistance or consolidating gains ahead of
even more upside. Which scenario is the reality? That is still in doubt – which
does not lend itself to being overly bullish or bearish of the broader equity
markets right now. The levels to watch as May comes to an end are 2,944.75 on
the S&P futures and 2,940.91 on S&P cash. The corresponding SPY resistance
on the daily chart is at 293.94. The good news for the bulls is that if a breakout
above resistance occurs, we will be looking for a shot up to 3100 – 3200 in a
hurry.

Mid-term
(weeks-months)

From the standpoint of Fibonacci projections for what might have been an “ABC”
upside correction on the weekly chart, the bulls have one this fight. The level to
beat was 2,943.25. With Friday’s close of 2,956 and change, we can call that a
victory for the bulls. However, we would still like to see the 2,944.75 level
eclipsed on monthly closing basis to confirm this bullish breakout. So, until
2,944.75 on S&P futures is taken out on a monthly closing basis, we have to
keep one foot on the shore. For SPY, the corresponding resistance level is
293.94.

Long-term
(months-years)

The monthly chart of the S&P futures gives us the afore-mentioned 2,944.75
level on which to focus as next week plays out. A failure to close above that level
would form the dreaded “right shoulder” of the macro “head & shoulders” topping
formation. If we are true technicians and are able to keep our emotions / wishes
out of the picture, this chart demands that we take profits on longs – especially in
those areas that have rallied despite still-awful fundamentals being the reality –
and consider shorts or hedges. Until 2,944.75 on S&P futures is conquered on a
monthly closing basis, we have to remain cautious. For SPY, the monthly closing
hurdle comes in at 293.94.
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Profit Strategies
Ron DeLegge, Founder

“You can’t print jobs.”

The main beneficiaries of the Federal Reserve’s multi-trillion dollar kitchen sink toss haven’t been the U.S.
economy, but rather, the stock market. And the rally in stocks from March’s depths tells us this much. Do stock
prices reflect the reality of the current economic downturn?
According to FactSet, the S&P 500’s earnings estimates for 2020 are the following:






Q1: -14.6%
Q2: -42.9%
Q3: -24.8%
Q4: -12.4%
Full year 2020: -20.8%

Does the current stock market, given the plight in negative upcoming earnings, merit a forward P/E ratio of
20.5, which hasn’t been this high since 2002?
Meanwhile, Wall Street is forecasting at +27.8% earnings per share rebound in 2021. Unfortunately, this is a
major stretch because Covid-19 will still be around and the threat of second shutdown (full or partial) is still on
the table. Moreover, the soonest a Coronavirus vaccine will hit the market is projected to be in December
2020. This too seems like an overly optimistic stretch.
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Understanding Negative Interest Rates
According to its latest balance sheet data, the U.S. Fed bought $1.8 billion of bond ETFs like LQD, JNK and
others during the first six days of its Secondary Market Corporate Credit Facility (SMCCF).
It’s important to understand the Fed’s moves – especially the purchase of junk rated debt – are not eliminating
future corporate bankruptcies, but rather postponing them. Buying the illiquid debt of companies with dead
business models won’t miraculously resurrect these businesses. Extending credit to comatose businesses is a
highly questionable prescription.
There’s been a lot of buzz about negative U.S. interest rates. It’s a policy tool other global central banks like
the BOJ and ECB have used to fight off deflation. Since initiating negative rates, the BOJ and ECB have been
unable to move interest rates into positive territory. Translation: Any policy move into negative rate territory can
be thought about as the proverbial “point of no return.”
While the U.S. Fed has publicly stated it will not use negative interest rates as a policy tool, anything and
everything is on the table during a crisis. But lowering borrowing costs for consumers and businesses isn’t
likely to lift spending or economic activity, especially with elevated unemployment.
The possibility of zero rates would likely lift the demand for higher yielding assets like long-term bonds thereby
pushing long-term bond ETF prices even higher. The chart below illustrates how TLT and its 3x leveraged
cousin TMF have handedly outperformed technology stocks year-to-date. We’re still holding on to TMF.
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Good Habits Will Improve Your Results
Below is an excerpt of Ron DeLegge’s book “Habits of the Investing Greats: 26 Proven Tactics for
Achieving the Financial Results You Want.” The full book is available @ Amazon.com, order your
Kindle copy.

The most important discipline in investing is not mathematics, economics, or market timing, but rather habits.
And your habits are controlled by your behavior which is controlled by your psychology. Moreover, the
psychology behind your habits is a result of both conscious and unconscious decisions that you make.
Stability is a habit cultivated by the investing greats. And Chris Sacca is the perfect case study of this crucial
habit.
Never mind that Sacca has a net worth
hovering near $1.2 billion. It wasn’t always
that way.
In the late 1990s, while he was studying to
become a lawyer, he turned a $12 million
gain in the stock market into a negative $4
million balance after his overleveraged trades
went bust. Instead of letting it destabilize his
life and future plans, Sacca decided to get a
fresh start in Northern California.
Sacca landed a job at Fenwick & West, a
venerable Silicon Valley law firm. But after a
year of employment, he was laid off during
the dotcom crash. Instead of giving up, Sacca
continued to network and eventually landed a
job at an upstart named Google.
Although he was still weighed down by his $4
million debt from stock market losses, Sacca
renegotiated the loan down to $2.1 million
and by 2005 paid off the entire balance.
Rather than letting his past mistakes
permanently disable him, Sacca kept a firm
eye on the road ahead. “I want to be investing
in the future and not the present,” he
reminded himself. And in 2010, he founded
Lowercase Capital, with the purpose of
financing the next generation of great
businesses.
Through Lowercase, Sacca became an early
investor in revered companies like Instagram,
Kickstarter, Lookout, Stripe, Twitter, Twilio, and Uber. His track record of success was so great, Fortune
magazine labeled his firm as one of the most successful venture capitalist firms of all-time.
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Dwelling on his highly improbable journey to greatness, Sacca said, “What happens next is up to you.”
The 26 habits described in Habits of the Investing Greats 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 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.
Remember: “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.
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Our June 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 June income trade is executed in May.)
Recap from last month: For May, both our GLD and SPY expired worthless and out of the money, which is
what we wanted. Due to skyrocketing volatility in stocks, premiums have jumped, which is good for options
sellers like us. For GLD and SPY, we’re executing the below June income trades.

For our June 2020 Income Trade we’re
executing the following moves:
GLD (Buy 100 shares @ $158.70)
Sell GLD JUN 2020 $169 calls near $120
per contract. (Calls expire on 6/19/20)
SPY (Buy 400 shares @ $286.60)
Sell SPY JUN 2020 $302 calls near $430 per
contract. (Calls expire on 6/19/20)

Income Mix Portfolio
($129,800 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

12%
GLD

Based upon the moves listed above, we’ll
collect around $1,840 in monthly income from
our June trades.

88% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $64,046 or $660.26
per month over the past 97 months.
*NOTE: For income results that closely mimic our June 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 sharply contracted as stock prices rebound 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 +14 % yearto-date while TMF is +62.95%.
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Has the 2020 Stock Market “Low” Been Truly Set?
Is “the low” in for the market at this point? It is very likely that it is. However, it is still possible that we see
another dip during 2020 or 2021 that tests or even breaks the March lows.
What we want to do today is look at possible “tells” that a low is in place. How do we do that? Well, we will
first look at the most recent severe market crisis prior to the COVID crisis – the global financial crisis in 2007 –
2009. Were there signs that a low was soon to be established in October of 2008? How about in February /
March of 2009? Can those “signs” be utilized once again in the current situation?
What bottomed first in 2008-09?
First, we want to take a quick look back at the financial crisis bottom in 2008 – 2009. Why do we specifically
say 2008 – 2009 and not just 2009? Because there were multiple indices and sectors that bottomed out
months in advance of the March 2009 low in the S&P 500.
Example 1: MSCI Emerging Markets ETF (EEM)

Example 2: The NASDAQ 100 ETF (QQQ)

We saw EEM (black line below) bottom in 10/08

QQQ bottomed in 11/08 at $24.95 and set a higher low

and then make a higher low in 3/09.

in 3/09 while the S&P dipped to its famous 666.79 low print.

Example 3: Copper Futures

Example 4: Apple, Inc. (AAPL)

Copper bottomed in 12/08 and set a higher low

Apple bottomed in 01/09 at $11.17 and never looked back
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What can guide us in 2020? Is it the same batch of leaders?
Without going into the charts of each, we can simply tell you that none of the above indices, sectors or stocks
did a great job of forecasting that a bottom was being put in during the month of March. There were new
leaders, though! Take a look… but first, at least we can give Apple some credit for telling us that trouble was
coming. See the chart below where AAPL shares topped out a few days before the SPY. At that point, any
weakness in AAPL would have been noteworthy!
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Here are some examples of “new leadership” – at least in terms of the timing of lows:
Example 1: Tesla stock (TSLA)

Example 2: First Trust Cloud Computing ETF (SKYY)

TSLA clearly bottomed days before the SPY

SKYY set a low first and then a higher low as the SPY bottomed

Example 3: Biotech Holders (BBH) – a leader in both 2008 and 2020!!!!!
Guess what! We have a winner!! The Biotech Holders (BBH) managed to bottom out in late 2008 months ahead of the
SPY AND managed to bottom out in March of 2020 days in advance of the SPY!
2008 – 2009

2020

So, the next time we have a “blood in the streets” type of market condition, look through this list or a list of your
own of potential “bottom leadership” stocks, indices and sectors and go to school on what they’re telling you. 
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ETF Battles – an ORIGINAL weekly
series exclusively @ ETFguide TV.
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(Podcast) Which Hidden Biases are Damaging Your Results?
In his latest podcast episode, Ron DeLegge discusses hidden
behavioral biases that may be damaging your investment
performance returns and how to fix the problem.
Also on the show: Ron DeLegge chats with Patrick Shaddow, Director
of Index Operations at S-Network Global Indexes about the latest
indexing and market trends.
The ETFs mentioned in this episode include ticker symbols TMF,
SBIO, IBB, FLYT, SWAN, and NUGT, BND, REET and others.
Have you subscribed yet? Since launching ETFguide TV, we’ve
amassed over 2,300 subscribers and over 363,000 views. Your free
video subscription ensures that you never miss an episode. Click
here to subscribe and watch. 

Q2 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

1 

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.

TMF, TLT

2 

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.
Soaring volatility: Stock market volatility (VIX) had skyrocketed over +500%
in March, but has fallen to just +104%. 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.
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.
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.

GLD, RING

3 
4 
5 

VIXY, UVXY

SH, EDZ, TZA,
SPXS

UUP

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 and furious.
But so has the subsequent bounce. Nonetheless, most country ETFs – even after the bounce – are sustaining
double digit losses and still in a bear market.
Curiously, Chinese stocks (GXC), the epicenter of the Coronavirus, are the best relative performing stock
market around the globe. Elsewhere in the U.S (VTI), stock prices have rebounded sharply from March lows
but are still not out of the woods.
The same can 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.
Stock market volatility is still elevated, signaling that investors are on edge. And while there will be rallies within
this bear market, it remains to be seen whether the rallies will be short-lived and modest compared to the
losses. 
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