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Summary 

Was that a Bear Market?  Did it drop far enough (just under 20%) or will it go further?  What are your feelings as an 
investor?  Do you feel scared or has that emotion subsided?  The psychology of the stock market is often viewed by a 
Technical Analyst like me by looking at many indicators that provide a view of investor fear levels.  With the media 
constantly thriving on negativity, it’s difficult at times to sort through what matters most.  As of this writing, the stock 
market made a dramatic recovery of the decline we wrote about in the last Investor’s Playbook.  The market had its best 
quarter since the third quarter of 2009.  But as of yet, we have not moved to a new high level.  Will this happen?  Or will 
the fear take hold once again?  The latest triggers may be the first inverted yield curve since 2007, the Global Recession 
that seems to be in the cards, or the lower volume move higher we have witnessed.  Will Brexit issues cause our demise 
or will it be the China Trade war and slowdown overseas?  How about the fact that the Fed just stopped raising rates?  Is 
this a good or a bad thing?  Will they lower rates next as a sign of a weakening economy and struggling housing market? 
The focus here is how do you prepare for what’s next? 

 
Fundamentals and Technicals 

The key to addressing what’s next is to look at bond yields and treasury rates.  The 10 year hit a high of nearly 3.25% and 
talk at the time was it would continue to steam higher.  Since then, it nearly crashed lower to below 2.5%.  When rates 
move fast in either direction, stock investors sell first and ask questions later. The best scenario for stocks occurs when 
the rates are somewhat stable.   
 
Another interesting indicator revealed that Mutual Fund managers have the most underweight equity allocation since 
2009.  Why is there such disbelief in the current market move higher?  Usually the FOMO (Fear of Missing Out) trade 
comes into play and drives the market even higher than most investors would expect. At times such as this, we add back 
to our portfolio from the cash we raised previously.  Thus, we increase our exposure to the equity market by adding to 
positions that focus in the emerging and US markets.  We still have some cash to add and will be patient through the 
current volatility.   
 
Technically, as stated in our latest Game Plan video for April, we have a chart pattern that favors a market move higher.  
This sort of pattern is best when it continues to play out in a volatile fashion before having an excuse to move higher on 
news that becomes a relief to investors.  As we wait on all the issues listed above, if any of that turns out to be better 
than feared, we could see this move higher towards the 30k Dow level.   
 
As we have stated in our client meetings and continue to believe, it is best to anticipate a tough market for the coming 
months with the idea that a larger downturn could occur into 2020 as the Presidential Election cycle heats up.  This 
could be just another blip on the radar as we view the 2020’s as a good time to be an equity investor.  At some point 
(maybe by 2030) we could be facing structural issues in the economy (Government Deb, Social Security and Medicare 
solvency, etc).  Those are worries for another time.  Today, we focus on how to adjust your portfolio according to what 
may be ahead and have put a focus on the psychology of the market and how investors are feeling about their money. 
 

Psychology of the Market Move: Getting Ahead of Ourselves 

The rest of this section is part of a reprint from the previous quarter with a slight twist.  Don’t get ahead of yourself!  We 
heard from a few how much was lost into late December.  I also heard it could not be ‘made up’.  Despite the negativity, 
I adhered to our process across all investment risk objectives and the majority of the decline has been recovered (if not 
all in many cases).  So the point is, whether the market shoots too far down or too far up, don’t get ahead of yourself.  
Always recognize the fact that the market overreacts in both directions.  Realize the value you see today won’t be the 
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same in the future.  It could be higher or lower.  But with a plan in place, you can meet your long term goals and 
objectives.  (Now for the reprint part...) Often the best plan of action is to stick with your plan.  This does not necessarily 
mean to do nothing but to consider addressing what can be controlled.  The way you are allocated and how your money 
is rebalanced is why you pay an Advisor.  That is our job to assure we have a plan in place to navigate the volatility.  Your 
responsibility is to keep us informed in advance of your financial needs and how you are doing emotionally with the 
change in values.  Although best to ignore the month to month fluctuations, we know it can be tough to put that into 
action.  Thus, your best course before making decisions on emotion is to meet with us and discuss your plan on paper.  
We can hopefully show you the best course of action that may suite your needs from here.  You can expect to be in a 
situation that provides us with being on the same page and working towards a common goal – to help you address your 
needs during a difficult time.  If you can do this, then you should expect to look back in the future and appreciate the 
stick-to-itiveness of working together. 
 

Conclusion 

Psychology plays into investor decisions on a daily basis.  We work hard to manage your accounts on your behalf and use 
technical data to eliminate the emotion that can often lead to regretful investment decisions.  For the coming quarter, 
expect the volatility to continue and to reward those that can stomach the downs to patiently wait for the ups.  We 
encourage you to keep hanging with us and our process and we continue to adjust your Strategic and Tactical portfolio 
strategies on a regular basis according to our systematic investment process. 
 
 

Important Disclosures 

“Past performance may not be indicative of future results. No current or prospective client should assume that the future 

performance of any specific investment, investment strategy (including investments and/or investment strategies recommended by 

the adviser), will be equal to past performance levels. Different types of investments involve varying degrees of risk, and there can 

be no assurance that any specific investment will either be suitable or profitable for a client's investment portfolio. The information 

presented herein is intended for educational purposes only, and is in no way intended to be interpreted as investment advice. In 

considering the information presented, readers should consult their own professional advisers, as there is no substitute for 

personalized investment or tax advice. Some information in this presentation is gleaned from third party sources, and while believed 

to be reliable, is not independently verified. Information presented herein includes charts, graphs and other visual aids prepared by 

a third party. These depictions are not intended to necessarily represent the views of Econ Wealth Management or the third party 

preparer. Further, some of the information from which the third party derived the data to create the visual aids may be subject to 

interpretation or certain assumptions that may not be disclosed herein, or by the third party preparer. Readers should not accept 

the data presented as the dispositive source with regard to the facts presented .References to indices have been provided for 

educational purposes only, and may generally do not reflect the deduction of transaction and/or custodial charges, the deduction of 

an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical 

performance results. It should not be assumed that your account holdings correspond directly to any comparative indices. An 

investor may not directly invest in an index.” Abbreviations: PPS- Pilot Portfolio Series, SPS- Strategic Portfolio Strategies, APS- Active 

Portfolio Strategies. 
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