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The S&P 500 ($SPX) is currently just off the highs made in late July. We are seeing the weakness
that tends to take shape in the month of August. Consolidation so far has traded in a range of 2,873
to the downside and 2,940 to the topside. This is your short-term boundary right now, support and
resistance that needs to be monitored for trades in either direction on a break. You have the $VIX
trading above 20 but starting to come down off this narrative. If we start to see a consistent trade
above 20 take shape again, this will need to be met with caution in your overall portfolio. $CPC
readings are hitting levels once again where buying this dip may make sense in the short-term but
tight stops should be adhered to. A simple scan of relative strength shows that utilities (XLU),
staples (XLP) and REITS (XLRE) have been holding up the best. Especially as the yield on global
bonds steadily declines.

Interest rates continue to take the headlines as yield curves bounce back and forth domestically
from being inverted one day, to normal the next. Seasonally speaking, you tend to see bond like
assets perform very well during August and September. It’s no surprise then that we are seeing a
similar setup. The argument we make in the following pages of this issue is that we are seeing
longer dated maturities really start to take a relative strength shot at higher yielding maturities. The
latter we consider much higher risk. This is a risk off type of move for the intermediate term, one
that could certainly morph into a longer-term issue. When we look to other ratio spreads that give of
a sense of pause on the general market, it’s the outperformance of staples to discretionary that
comes to mind. This ratio is turning more and more risk off by the week.
Breadth is also a very important issue and one that shows cracks. We continue to see declining
measures across the board, whether you look at % of stocks above the 200-day EMA or even
advance decline levels hitting bearish breadth thrusts only a few weeks back. If we continue to see
this kind of deterioration across the board, the $SPX has a few key levels that we want to pay close
attention to. To the downside, we want to be aware of 2,832 (use this more from an intermediate
level), further 2,790 is also another key level to watch if buyers or sellers become aggressive. Your
long-term 50-week EMA is holding up again here this week, this will also become an area that we
want to see hold. Momentum is really the key issue right now on longer-term charts. How do you
resolve this? Either through time, or price. So far, we have really seen it through both situations
over the past couple of years. Sectors showing relative strength and holdings that offer yield will
keep you one step ahead during choppy periods like these.

Table of Contents
Profit Strategies …………………………………………………….. p. 1-3
A Roadmap for Fruitful Speculation…..…. …………..…….………p .4
Sept. Income Trade & Vital Signs…………….…..…….……….… p.5-6
Why Defense is the New Offense………………………………… p. 7-11
(Podcast) What’s Your Bear Market Plan?………. …….……... p. 12
Mega Investment Theme Report………………………………… p. 13
ETP Performance Trends………………………………………... p. 14
All rights reserved. © 2019 ETFGUIDE PREMIUM is published monthly 12 issues per year by ETFguide, LLC. No part of this publication may be reproduced in any form or
by any means without the prior written permission of the publisher. Subscription price is $299 per year. Past performance is not a guarantee of future performance and
strategies discussed should not be construed as investment advice or an offer to buy/sell securities.

SEP 2019

ETFguide PREMIUM - 2

Profit Strategies
Ron DeLegge, Founder

In physical wars, there are no winners. And the same can be said of trade wars; there are no winners. Already,
domestic economic growth and corporate earnings in the U.S. is slowing. The trend is the same elsewhere
around the globe. Repeat: There are no winners in a trade war – only causalities.
On a positive note, whatever bull market there was in stocks is still intact, but decelerating fast. The Vanguard
Total US Stock Market ETF (VTI) has lost 3.7% over the past month while the CBOE S&P 500 Volatility
Index (VIX) has shot 43% higher. By the way, the VIX is still very far away from its December 2018 highs,
which is encouraging for VIX bulls. Put another way, there’s still substantial upside ahead in volatility.
Looking forward to September, the dinner table is set for much higher volatility. Negotiations between China
and the U.S., at least publicly, seem to be deteriorating. Those who believe China will soon concede from
tariffs are gravely mistaken. From 1958 to 1962, 45 million Chinese lives were sacrificed to save face in an
economic brawl with the Soviet Union.
From an ETF trading perspective, the winning hand continues to be defensive. We are holding on to assets
like Gold (GLD), Gold Miners (RING), Long-Term U.S. Treasuries 3x (TMF), and Utilities Select Sector
SPDR ETF (XLU). The first three funds are mainly for price appreciation while XLU is being held for steady
dividends.
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Revisited: A Bull Market Elsewhere
Last month, we talked about the bullish performance in long-dated U.S. Treasury ETFs. We told you how that
performance was being overshadowed by U.S. stocks. And our timing was right on.
Over the past month alone, the iShares 20+ Year Treasury Bond ETF (TLT) has skyrocketed 12% while the
SPDR S&P 500 ETF (SPY) has sunk -3.62%. Why do we like Treasuries? Looking ahead, there’s two primary
drivers for higher Treasury prices: 1) Falling interest rates, and 2) Safe-haven demand.
In last month’s issue, we gave readers a buy alert on the Direxion Daily 20+ Year Treasury Bull 3x
Shares (TMF) and we added the fund at $24.76 on July 22. The fund aims for triple daily performance to
Treasuries with maturities of 20-years or longer. Since bonds with longer dated maturities are most sensitive to
interest rate changes, the trend of rate cuts paints a bullish backdrop.
While we continue to hold TMF, there’s one potential outlier that could stop the uptrend. China selling some of
its $1.2 trillion U.S. Treasury holdings to retaliate against the U.S. is an ever present risk. And while it’s a low
probability event, it’s something that would carry high impact repercussions. As such, you’ve been forewarned.
Any such movement by China to dump U.S. Treasuries would rattle the bond market in a manner that few are
expecting. While we’re not trading on this expectation, some of our readers may choose to. And for those who
do, the Direxion Daily 20+ Year Treasury Bear 3x Shares (TMV) is the way to do it. For us, we’d rather stay
long TMF and keep assets like ticker symbols SH and VIXY.

Chart A: 1-Month Chart of TMF vs. SPY
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A Roadmap for Fruitful Speculation
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.

S peculation has been demonized and referred to as the most undisciplined form of investing a person could
ever undertake. Yet, the reality is that a small
minority of investing greats has made fortunes
by speculating. Why? This is largely because
the manner in which they speculate is strictly
kept within a disciplined framework.
One definition of speculation is trying to turn a
small sum of money into a large sum. In
contrast, investing is trying to prevent a large
sum of money from becoming a small sum. For
example, if you’re attempting to turn $1,500 into
$50,000 in less than a year, you’re speculating.
On the other hand, if you’re trying to earn a
$1,500 yield on $50,000, you are investing.
Unlike other speculators of his generation,
including Jesse Livermore and William Crapo
Durant, Bernard Baruch didn’t lose his fortune
by speculating one too many times. When
asked to explain how he was able to avoid the
carnage of the 1929 stock market crash, Baruch
commented, “I made my money by selling too
soon.” Aside from being precise in his
marketing timing, it was Baruch’s discipline that
ultimately protected his wealth.
What the Investor Should Do…






Understand that external forces have no
control over you and how disciplined or
undisciplined you choose to be.
Recognize the price of being
undisciplined is so expensive it may cost
you the type of lifestyle and financial
security you seek.
Restrict your investments to things you
understand.
Remove yourself from people and
situations that could trigger an
undisciplined response
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Our September 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 September income trade is executed in August.)
Recap from last month: Our GLD AUG $140 calls got called away for an $800 capital gain, plus our $80 in
call premium. Not bad for one month’s work! Meanwhile our SPY AUG $300 calls expired worthless. We kept
our SPY shares and we’re now executing the following trades below.

For our August 2019 Income Trade we’re
executing the following moves:
GLD (Buy 100 shares @ $142.80)
Sell GLD SEP 2019 $145 calls near $200
per contract. (Calls expire on 9/20/19)
SPY (Own 400 shares @ $294)
Sell SPY SEP 2019 $295 calls near $280 per
contract. (Calls expire on 9/20/19)

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

SPDR Gold Shares (GLD)

11%
GLD

Based upon the moves listed above, we’ll
collect around $1,320 in monthly income from
our September trades.

89% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $53,191 or $619.44
per month over the past 88 months.
NOTE: For income results that closely mimic our September 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
After being stuck in the complacency zone, the CBOE S&P 500 Volatility Index (VIX) has broke to the
upside. 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 happens, 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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Why Defense is the New Offense
During times of volatility in the market place, the natural place for investors to turn to is safety type assets.
Defensive natured, yield bearing is where loads and loads of money will flow to and have been flowing to for
months now. Is this all for good reason? What could it be telling us about the global economy? Let’s examine
these questions together.
Money Flow is a Big Deal
We first want to start with a high level look at the major ETF’s that can be tracked from the ‘bond’ like space.
HYG – High Yield Corporate Bond (iShares)
JNK – High Yield Bond (SPDR)
TLT – 20+ Year Treasury Bond (iShares)
IEF – 7-10 Year Treasury Bond (iShares)
We did not include AGG for the sake of argument and space.

Fund flow is a great spot to start in terms of activity within the space. Above, shows high yield bond like
products and more stable, longer dated maturities. The key dates we want to focus in on for the graph is early
January and early June. For the safety assets like IEF and TLT, they saw larger inflows relative to the high
yield space. We also have noticed that outflows for the entire year have been minimal for IEF and to some
degree TLT when you compare them to HYG and JNK, your riskier bunch. Zooming in to more recent data, we
can tell the month of August has seen very little outflow from the longer dated maturity ETF’s. However, when
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we glance at the high yield space, we only have a handful of dates where inflows were taking place, the rest
were outflow totals. In terms of flow, safety wins this round.
Is Defense the New Offense?
This might be the best question of all, how do offensive minded holdings stack up against defensive holdings?
In this example we will use HYG and IEF, as charted below. It is a simple relative strength chart (weekly)
between the two, but the story tells all. This current breakdown is in clear violation of the uptrend and risk
needs to be geared toward off for the moment. This is where defense has been the new offense and continues
to show that mentality. Until we are above the red horizontal line, we must align ourselves with caution by
focusing on IEF and TLT over HYG and JNK.

If you’re one to see this and say, these are the only options I have? Say no more, there are plenty of ETF
options out there to fit your need in this defensive style type play. Real estate ETF’s are a perfect option.

The previous graphic gives a list of the top REIT ETF’s ranked by stockcharts.com SCTR score. The SCTR
score is a combination of trend and relative strength, ranging from 0-100. The higher the score, the stronger
the name. Many of these names have been hovering above 50 for much of 2019, all the while kicking out a
very nice dividend yield along the way. We do not mind recommending any of the top four for your portfolio in a
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market environment like this, even with the strong year that they have been having as a group. Trends are very
much intact, and we must believe they will remain this way until the evidence changes.
Extremes Starting to Set In
From the previous couple of pages, you are probably thinking all is well and good, there should be no worries
in this space for the time being. There might be however, just a few hurdles as we look ahead. One of those
hurdles is seasonality and the other is pure overheating of price within the space. Let’s take a look below.

You’ll see TLT on a daily scale above spanning back to the beginning of 2017 where the last major top was in
the 20+ Year Treasury Bond ETF. We have since broken through that here over the past month. Can you say,
‘major breakout’! This is all well and fine, but when we look to the 21-day ROC of TLT, we have the highest
reading over the same span. This draws some concern when looking to possibly add positions of ‘like’ nature
up here. This is the highest reading from a 1-week ROC dating back to 2012 for TLT. Historic moves taking
place here and ones that should be respected both from a trend perspective, and from an overdone (shortterm) perspective.
Does this mean we should be out here ready to short TLT with everything we have? Not necessarily. The next
couple of charts show the seasonal nature of both TLT and the 30-Year Treasury Bond Futures. It becomes a
tale of expectations at the end of the day, and seasonality can help us understand what the future may or may
not bring.
The first histogram chart is of TLT and shows that the strength we are seeing the month of August is quite
natural. Since 2002, TLT has increased in price 78% of the time from the beginning of August to the end, while
averaging a 3.2% move. That’s a big deal! Now when we look to September and October, this is when things
start to slow down and why we will start to become more cautious as we trade into the middle to end of
September.
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Longer maturity bond futures also paint a choppy and declining September into October situation. This will be
something to keep on the radar as we finish out the month of August. Trends might be strong but there may be
rotation that we will want to be aware of, even if global yields continue to trend downward.

As markets start to paint a recessionary picture, and yields across the globe melt lower, finding defensive
assets that can hold up both on an absolute and relative basis can become game changers for your overall
portfolio. At the end of the day it becomes a game of relative strength. REITS are a great way to get this
exposure, with either IYR, XLRE or even VNQ. The extra yield boost will also help in times of lagging absolute
performance. Defense can certainly play offense every now and again, we must find the correct areas to place
our risk, and let the trend be your friend. 
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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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(Podcast) What’s Your Bear Market Plan?
In his latest podcast episode, Ron DeLegge tells you about the
steps you should be taking right now to prepare for a bear market. It’s
far better to be ready for the bear whenever it strikes versus trying to
accurately pinpoint its arrival.
The ETFs discussed in this episode include ticker symbols SPDN,
TMF, GLD, and USCI.
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

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

1 

GLD, RING

2 

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. One risk to the rally is if China decides to start selling its $1.2 trillion in
Treasuries. It doesn’t seem like a high probability event but it would certainly be
a high impact event.
Volatility jumps to life. Stock market volatility jumped around 25% since late
July. And yet, the CBOE S&P 500 VIX index remains not even close to
December 2018 levels. Translation: For VIX bulls there’s still a lot more upside!
We remain long VIXY.
Leveraged Stock ETFs are HOT! After near parabolic performance, most 2x
and 3x daily bull leveraged stock ETFs have given back significant gains.
Areas worth mentioning that have what looks like could be a sustainable rally
are gold miners (NUGT), utilities (UTSL) and real estate (DRN).
Small caps still lagging: The underperformance for small caps vs. larger
stocks continues. Per our technical forecast, we own IJR, which is labeled as a
contrarian trade.
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.

TMF

3 
4 
5 

VIXY

No open trades

IJR

BOTZ, HACK,
SKYY, ROBO,
ROBT, SOCL
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ETP Performance Trends
Despite rising volatility, global stocks are still holding onto their year-to-date gains. Worries about decelerating
global economic growth along with the trade war slugfest between China and the U.S. are immediate
concerns. In the short run, both catalysts are keeping an upside lid on stock prices.
Regionally, Canada (EWC and the U.S. (VTI), are stock market leaders, with each country posting strong
gains. Given that overall commodities prices are falling and Canada is a large commodities exporter, its strong
stock market is major disconnect. The same holds true for other big commodities exporters like Brazil (EWZ)
and Russia (RSX) which are enjoying double digit gains.
Elsewhere, India (INDY) is the only country with a negative return, but the losses are modest. European
stocks (VGK) have held up well, gaining 8.55% despite pessimistic sentiment.
Globally speaking, the upward momentum in stocks is slowing. As we observed in last month’s issue,
questions about the health of the stock market’s strong performance and whether it matches up with the global
economic backdrop will need to be worked out. Generally, the summer months are quiet but trading volume
has been more active than usual. We expect more volatility to remain high, especially as China and the U.S.
aim to negotiate a truce come September. 
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